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A Completed
Secondary Reaction

By LEONARD S. HERZIG
Partner, Sartorius & Co.

Market analyst asserts current
market action portrays completed
secondary reaction in bull mar-
ket, and particularly because
news is not really destructive,
‘basic trend remains up. Points
to London market action as dem-
“onstrating informed confidence in
international situation.

In a previous article, “Death of
a Bear Market,” published in. the
“Chromcle”
in March, 1948;
I pointed out
“various ele-
. ments ~ which
~-led ‘me to -the
conclusion
“that the major
bear. move-
“mrent had
worn itself
out, and a new
‘bull market
was in' . the
‘making:-
I now . feel
that the recent
decline repre-
sents merely a
secondary reaction in that ' bull
market, which somewhat * simi-
larly exhausted itself,

' Leonard S, Herzig

Reactions 1

Close observers of market ac-
tion ‘know that.all primary bull
markets are punctuated by sec-
ondary reactions which ‘retrace
about one-third to two-thirds of
the preceding up-movement. It
has been. estimated that all pri-
mary movements. average about
100 calendar days—retracements

(Continued on page 35)
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Holding no dogmatic assertions

still need for further tax relief.

.Debt Reduction vs. Tax Reduction

By HARLEY L, LUTZ*
Professor Emeritus of Finance, Princeton University

should be made as to whether

more emphasis should be placed on debt reduction than on tax
reduction, Prof. Lutz contends under present conditions there is

Analyzes composition of Federal

debt and shows recent debt reductions have been accomplished by
substitution of non-marketable issues by special issues.

In the controversy over tax revision that has been waged dur-
ing the past two years, a conspicuous issue was tax reduction versus
debt reduction, Many persons advocated keeping taxes high in order
to do everything possible during the boom period toward debt retire-

ment. Too fre-¢

million | Americans own stocks.

people own common stocks?
the brokerage fraternity?

How Many Really Own Stocks?

By L. O. HOOPER
W. E. Hutton & Co.

Market analyst doubts accuracy of some recent sample findings,
as by Federal Reserve System, which suggest only six to' nine

Mr. Hooper finds actually 428

companies have almost 13 million stockholders of record.  Finds
active markets increase distribution. Of 381 leading companies last
year 329 showed increase, 143 decreases, with 9 about unchanged.

How W1dely is corporation ownership distributed?

How many

How big is this “public” served by
How many Americans, financially able

quently,
advocates - o f
this view were
indifferent to
the - spending
1evel,a1though
it-is clear that
the margin of
surplus- reve-
nue -available
for' debt pay-
- ment is deter-
“.mined fully as
much: by ~the
“ ‘amount of the
expenditure as
it tis " by the
level of tax
rates.

The relative emphasns to be laid
at any given time upon either tax
reduction or debt retirement can-
not be properly determined by
dogmatic assertions ‘as 'to what
should or should not be done.
Whether it is better policy for the
good of the whole economy to re-
duce taxes, or to redeem debt, or
to do both of these things in some
combination, must depend  upon

various factors. For example, if
tax burdens have been lightened
and tax inequalities corrected,

(Continued on page 26) ;

Dr. Harley Y Lutz v

*An article by Prof. Lutz in the
August, 1948, issue of “The Tax
Review,” published by the Tax
Foundation, New York City, and
reprinted with permission. -
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EDITORIAL

As We See It

Pity the Poor Farmer!

Politicians with a nervous eye upon the November vot-
ing are already shedding crocodile tears over the poov
farmer The “‘parity” concept and numerous current statis-
tics are being employed to show that the farmer is suffering
—or is certainly at a disadvantage greater than any group
or element in the populatlon with as many. votes should be at
this time in ‘an election year. Of course, it is obvious that
neither: this concern about. the farmer, nor any of the cur-
rent suggestions for coming to the aid of the embattled
farmer can possibly be reconciled with the ‘equally positive
concern about the cost of living in nonfarm areas or in any
areas for that matter, but, after all, not too much can be
expected of the “practical politician.”

But, politics aside, what really is the position of the
farmer today? Is the farmer, by and large, worse off,
or threatened with being far worse off than the rest of
us? Has his pesition seriously worsened since the end
of the war ‘when, as every one knows, he was enjoying
the abundant life in a degree that he never dreamed of
in the past? Well, let’s turn to the record, as Alfred E.
Smith was so fond of sayin
for which really comparable figures are available, the
income of the farmers of this nation was $5.7 billion,

(Continued on page 27)
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to buy common stocks, have negelected to make any contribution to

®the-nation’s
aggregate
supply of
equity cap-
ital?
Statisticians
disagree
Some say
there are as
few as seven
or eight mil-
lion . stock-
holders in the
United States .
and - Canada.’
Others . esti- .
mate sixteen :
million or. . I. O. Hooper
more. 7 ;
Everyone 'is "doing “more’ esti=
mating than actual counting. No
government or other census ever
has been taken. Hundreds of cor-
porations report annually on the
size of their own shareholders’
lists; but ‘it does: not ‘help much
to add up the totals (as is done
in this article) because there are
so many duplications, - Most im-
portant stockholders own' shares
in more than one company—some.
in more than 100 different corpo-
rations. There is no practical way,

(Continued on page 22)
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sider the admlmstratlon
‘Commissioner
of Internal
Revenue real-
ize . what ;.
terrifi c.,iob
‘they ‘have. I
might state
that there . is
nothing, no
;activity in‘the
history :of ‘the
‘world, in con-
nectlon with
fiscal’ mattexs
‘that ‘has ‘in

e

Joseph McManus & Co.
Members
‘New Xork Stock Exchange
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any -way near-
Ty -approached
tne = problem
of the Bureau
of Internal Revenue to collect over
1@40 billion is  ‘news—new :and
unique in' all history. .

To xllustrate, Pederal Tax ~col-
lections are greater than the en-
tire income of all thepeople liv-
ing West of the Mississipp1 River,
-except those .in Arkansas and
Missouri.« Your Jledexal collec-
tions are greater in amount than
the ‘cost ot all the food -that all
‘the 'people ‘in the ‘United ‘States
consume; The Federal Tax -col-
lections on :March .15 of this year
were greater in amount than the
| entire ‘cost of running ‘the United
‘Siates ‘Government for the :first
one hundred years of its exist-
ence. This thmg is just almost
overwhelming 'in ‘its magnitude.
We often ‘hear ‘in discussion what
a grand job the Britishdo in eol-
lecting their revenue, and I think
it'is admitted that they do. 'The
British Department of Inland Iiev-
enue has approximately the same
number of employees as |our
Bureau of Internal Revenue. Yet,
they deal ‘with.about-one-third as
many taxpayers. They collect
about one-fourth as much revenue
and. their cost of collections :are
about 24 of 1Y% -as -compared

73
with % «wf 1% .in the 'United

Robert Ash
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States. That.is the only collection
activity that's in .any way com-
parable and, as yeu-will -see-from
every viewpoint, we are «doing @
better job here.

I don’t want to say anything
that any way seems critical of
the Bureau -of Internal Revenue.
I am wone of those that is con-
vinced it “is doing .a good job.
However, I think we should bear
in mind the truthfulpess of :a
statement -that -the Secretary rof
the Treasury made back in 1927,
when he sald that the collection
‘of revenue is primarily an admin-
istrative and not.a judicial prob-

*Stenographic transeript of an
:address by Mr. Ash before the
National . Society < of Public Ac=
cgugtants Boston, Mass,, ‘Aug. 18,
1948.
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I am here to talk abdut taxes.

Wt Maintain Active Markets inU. S..EUNDS for

CANADIAN INDUSTRIALS
CANADIAN BANKS

By ROBERT ASH*
Attorney iat Law, ‘Washington, D. (C.

ion deductions by business.

Proposed Changes in Federal Taxahon

Chau'man, ‘Committee on Bureau Practice and Procedure, Amencan Bar Associatmu

Washington tax attorney, asserting there jis too much tax litigation; pomts out changes in Federal tax:
- administration which will dead to settlements «of ‘disputes by administrative jofficials.
fin pending tax bill which will change carry back and carry forward provisions; will recognize for tax
purposes gift:to children of partnership in business;
«ease_taxation *in :business -reorganizations; will eliminate double staxation on dividends; .and will lead to
greater equity in tax on sales of capital ‘assets.  Urges revision of law to permit accelerated deprecia-

Outlines changes

will lower tax: rates :for. small. corporations; will

1.am going to discuss: what ‘I see “in - the 1mmed1ate
future regarding, fifst, tax administration and, 'second, tax legislation.
~'Of course, the task is tremendous

ilem. As far’as Federal: Income
ITax is'concerned, the field «of.ad-
‘ministration.has: been jpushed’ mto.
la legal battle ground

Too Muoh Tax ,ngation

Now, 'in Ty -opinion, 4hat situ=
atxon still :exists. W.e are having.
too: -much litigation over taxes;
and 1+hink that the efforts shoula
be directed more:and more toward
your administrative settlement of
taxes, and if- you -get ‘the -right
answer :in each'case the Commis-
sioner stated, you are going'tolead
toward ‘that 'end. ‘Nevertfheless,
if you try to get the right answer
in a particular case, irrespective
of ‘the income in that case, in the
long run you are going to collect
:more money :at less expense’than
if you try to exact the utmost in
revenue out of any particular case
before you.-

As1 stated, the Bureau has done
-a -swell- ;job. :However, . some
people think that possibly the job
could be ‘improved. ‘With their
idea in mind, the Congress
passed :a law directing that anin-
dividual committee study the op-
erations 6f the Bureau and report
‘to ‘the ‘joint Congressional ‘Com-
mittee -on Internal Revenue Tax-
ation. ‘That committee was com-
posed of .Henry Herrick Bond of
New York, William J.:Carter of
Georgia, H. McLaren of California,
.and George M. Mitchell of Illinois.
They were; all well-qualified men.
Bond was .a J£ormer Under-Sec-
retary of the Treasury. They re-
leased a report on April 23 of
this year. . The report, generally
speaking, ‘was :favorable. “How-
ever it - did -:state this, ‘‘that
the :enforcement statf is too:small,
it is in part .under paid, in part
under trained, .and ‘in part unef-
fectively directed, and it -made,
several specific reeommendations
as :to what should be done. 'The
{irst one was:-that you: should have
a recruitment ‘and ‘training pro-
gram to screen ‘them, the investi-
gatory personnel of the ‘Bureau
and it recommended an increase
in Bureau personnel of ‘approxi=
mately iseventeen sthousand, :and
-an :increase -in :the Bureau’s ap-
propriations :from approximately.
$185 million 1o :$250 'million, It
pointed -out  that -if ‘this ' ‘money
was .spent ‘that ‘the ‘Government
would ;get it:back many times over
in the -collection of 'delmquem
taxes.

The so- ca]led Bond Committee
Report ..also recommended :that
the rmanagement.of the Bureau be
reorganized with view to greater
economy and efficiency, ‘and' the
more -effective -use :of .its ‘expen-
ditures. ~The first recommenda~
tion was ithat .a :staff :should: be
attached to the office of ‘the rCom-

AN MINES
CANADIAN UTILITIES
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Members N.Y.:Stock Lxchange.and: Other:Principal Exchangee

NEW YOQRK 6, N, Y.
“Teletype NY1- 672
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Faopdd -
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.analysis Jof. the  Bureau’s: activi=

ties; :and .as the:Commissioner in- |
‘dicated, such a committee ‘wasap- |

pointed. 'However, at ‘the time ‘it
was':appointed, it iwas .composed
entirely of bureau :personnel. .

‘includes’:some ‘persons from -out-
side .of the Bureau. One of the
ciriticisms in ‘the Bond Report
‘was' a ‘tendency :loward :inbreed-
‘ing jin the bureau;and :the obvious
wisdom: rof - having :an :outside
viewpoint
ministration.-of  the bureau.: As
1 say, with ithis committee being
enlarged, as - ilhe 'Commissioner
stated, .and ‘with ithe employment
ot various kinds -of ‘management
engineering dirms to give ‘them
advice, it looks ‘as ‘though {hat
recommendation s -going to ;be
followed. ' This {Committee -also
recommended the use of -modern
machines .of ‘accounting, ‘Of
course; ;again we heard that sug-
g(_stlon s being followed.

Reorganization -of Internal
Revenue Bureau

Now we .come 'to.- some very |

important recommendations, and

I .am sure you:are ‘going to see, |

within the next year or two, these
recommendations icarried out to
some degree—that is, a reorgan-
ization of the Bureau’s .various

functions. One of the .Bond -Com-

mittee’s recommendations was that
all -field enforcement .activities

Should be under the Internal Rev-

enue. agent in charge. In other
words ‘you would have the agent

in‘charge, the special ggents, the

technical staff, ;all in the  Chief
Counsel’s office, ‘including - the
penal division of the ‘Chief Coun-
sel. All .officials ‘having. 1o -do
with investigation, would be un-'
der one man in .a particular area,
and it was also recommended that
that. fellow, or.  that .oflice, be
given the power to close cases

without the right.of .reopening as |

In other words, upon |
post-audit review, there would he |
no ‘reopening ‘of any  case closed || -
by “the ‘Internal ‘Revenue ugents’ |
otfice. It hasthe same power that |
is- now given the ‘technical staff. |

at_present.

It .also recommends ‘that :the.col-

lector’s-office-limit <their ‘activi-

t1es primarilyto ithe -job that the
name of the office indicates. That
is, to :the .collection-of the taxes,
the verifications ' of ' the mathe-

matical computations, and the as-

sistance of ‘taxpayers:in‘the prep-
aration of returns—the idea being

that :for abofit -half: the -year the L

various employees of :the collector
wouldbé ‘engaged ‘in:that service;
the -other “half of the year 'they
would be iengaged. in checking up
such ‘things as the number of de-

¢ »pendents and -the* like,

The ‘American Bar Association’s ||
Committee .on ‘Bureau Practice |
and  Procedure, -of ‘which 1 .am ||

Chairman, has also been studying

the idea of possible reorganizat%t‘),n.

o |
have «gone -at"it ;and -have - consid- :
ered, :and :are :till :studying, ‘the |
adv1sab111ty of ‘abolishing the tech-~ |
| nical -staff -of ;giving -the Internal |
Revenue agent in charge the right |,

of ' the  bureau’s ' functions.

to make decisions with the same

finality ‘that -the ‘technical "staff |
now has,:and in:the case of tax |

court litigation, -to give the Chief}
Counsel the exclusxve contral-over |

(Contmued on page 24)
; § e,
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The Story of

G. M. LOEB
Partner, E F Hutton & Company
Members. New York Stock Exchange
lnveslment autbnnly reviews history. and pregress of Time, Inc.
~founded by Henry Luce in 1922, Points out achievements and finan-
~cial success, as well as future prospects. Sees organization expand-
mg, thh greater printing eapacity, additional research laboratories,
and circulation fulfillment,
"Stockholders in Time, Inc., have an mveatment in. the future in
partnership ‘with people ‘who"have ‘demonstrated they possess the

| { khow-how tto -grow desp.te all contingencies.. We want ‘to tell the|
Time; Inc., story of its record to date without expressing an: opinion

¢

“Tnne, Inc.' fis

on 1t.s market
value- or  fu-
ture prospects.
However; it is
interesting . to
note that most .
analysts
would: un-
doubtedly say :
‘that, its. earn-
ng.power,
dividend-
paymg ability -
stake’

its future x
growth™ ican
be bought 0 w,
EE SRy e i e
because of

‘market facto r s which 'make

e

i | the 'stock . available 'at - current

levels.: Time, Inc., now “sells at
about. 55, compared with a high
of '120in" 1946  and 'a‘low of 50
this year. At the earnings rate
of $4l37 a.‘share, reported for the

: first “six, months’ of this year, ‘it

-sells”at’ about ‘six times indicated
for 1948, Est1matmg

‘an . anticipated yield to present
buyers of practically 8%.
"Everlastmgly contemporane-
ous,” Henry Luce, founder and
describes
Inc.'s policy.  Back in Novémber,
1922, 'Mr. Luce founded. “Time”

¢ | 'the .list..of achxevements was 'the
r Time, Inc. a.good-place 'to: work.

! In the management’s twenty-fifth
!| Anniversary. Year Book, are the |

Time,

ably, the .most efficient and in-
‘tion systems.

to be continued in the future.

regardless of the: type of contin-
gency, the management apparently
was. always ‘prepared.. High on

‘handling . ‘of " personinél-—making

pictures:of ‘147 men and women

of its life or more. Youthful, com-
petent rexecutive ' and - editorial
personnel are ‘on hand to carry
on..

T1me Inc has bullt 1tseldz‘ inte a
posmon whene with the current re-
cession in.the publlshmg business,
their: publications are :in greater
.demand by readers and advertis-
ers “alike;

itially ‘most expensue of ,gircula- ||

This successful * pohcy is likely||
In ||
studymg the reécord ‘and ‘achieve- |
‘ments of ‘Time, Inc:, chronologi- |
-cally,; year-by -year fzom 1922 to ||
-date, the impressive factor is that ||

“who had served Time, Inc. for half |’

CHTENSTEN

AND COMPANY 2

HOW TO STOP WORRYING
AND START LIVING . . .

Dale Carnegie 'has nothing on" us!
We'll take worry eff your mind right
ilong with those no-good securities,
and send you away with cash in-your
pocket. and a song ox your lips!

Obsolete Securities Dept. '
99 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551 -

U. S. Fire Insurance
Phoenix Fire Insurance
Texas Gas Trans. Corp.
Federal Water & Gas Corp.
United Piece Dye Works. 4

Com. & Pfd,.

‘U.S. anshmg Com. & PH

J.K. Rlce,J r.&Co.~

3 - Established 1908
Members N. Y. Security Dealers Assn,
<'REctor '2-4500~=-120 Broadway.
Bell System Teletype N. V. 1-7044 (.~

Empire State 0l -
: Equity Oil - ;
- Mackinnie Oil & Drilling

The long- term background for
the Tlme Inc. kind. of magazine

population “of the country, but?

expansion of education and: the
increase in . family “income; In’

and went on the payroll at a gen-
erous $40 a week.

it first topped. a round million
dollars. . By 1929, this figure had
been .doubled. Stlll speaking. in.

| round figures, and despite the de-

pression Wthh had set in, gross

income ‘doubled again by 1931,

once more by 1936,.again by 1938,
again by 1942 and finally much
more-than again by 1947. For the
first six months of 1948 gross in-
come totaled $64,700,000, or, to put
it another way, at an annual rate
of almost $130,000,000.

. The Time, Inc. management has-
always invested heavily in - theé
duture. . “Fortune” was lauriched
at the start of the .great depres-
sion ‘when “Time” itself had bare-
ly turned the profit corner. Even
so 3 year later in still worse times,
the “March of Tlme” radio -pro+
gram went on the air.. The “Ar-
chitectural Forum” was an inex-
pensive-buy-but in 1932 any buy
was ‘a risk. The depression had

.~ | only staited to.end when ‘“March
. [ of. Fime”. cinema was born.

Fl_—&
nally “came the greatest invest-
‘ment. and the greatest success. of

‘Behind the scenes; Time, Inc.’'s
commxtments were’ in the ‘Ssame

1" ['vein,” breeding confidence “in the
“I* | future. ~ Long-térm contracts were
| made: for- paper, speclal presses
“|were. .bought

in . ever . growing

: numbers . and.. a . building . - was
bought. in Chicago. tq house; prob- 1"

1940 there were. 3,800,000 college

It took until’ i graduates in Amemca today there: ;
1928 to build gross income so that |

are. . nearly . 5,000, 000 and  the
| President’s Commxsmon on Higher |

]Educatlon says the .country must- [
plan for a’college enrollment of.

14,600,000 by 1960, In 1940, there-

lwere 23,000,000 high school gradu--'

ates; today thele are 35,000,000,

lies with incomes of imore than
$3,000 per annum “has increased:
from 5,700,000 in 1941 to 16,100,-
000 in 1947 ¢

From' an ‘earnings standpoint,
Time, In¢. went through several’
well defined periods: There was,’
of course, the period of ‘initial’
growth ‘when™ the. success of the:
'venture remained- tobe -proved.
That ran' from 1922 ‘into, maybe,
1928 or. 1929 when ' the  second
period, namely. that of fighting:
the great depression, was ushered-
in; - Time, Ine, made progress de-’
spite the depression and in 1933’
had its first-year of million dollart
free-tax income. Actually, profit,c
before taxes .on income, in that.
year ‘was about $1, 200 000 and |
taxes those days were only about’|
$200,000, so Time, Iic, enjoyed its!
first * $1,000,000 pure net - profit.;
The .growth was automatic after:
that, Net earnings after taxes ran

the initial losées of the “March of
Time” in~ 19835 and of ' “Life” in.
-1936. - The third period of Time,
Inc/’s -history was . this “launch-~
ing of ‘Life’ magazine.” In 1937,
(Continued on page 30)*

lies 'in the ‘rapid ‘growth of the!!

even ‘more: so in the tremendous]

Meanwh:le, the  number of faml—,

about $2,700,000 by 1936, despite |
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YourEstate and theInevitable Taxes

By HARMON ACKERMAN
Member of the New York Bar:

New York attorney, taking into consideration new' Federal Estate and Gift Tax Law revisions, analyzes
effects of changes on estates of various sizes and character. Stresses

tion”, provisions, and discusses taxation in re
: " . .
cated nature of estate tax laws requires specia

The Federal Estate Tax Law has added a
a financial partnership between

the spouses. The Federal

importance of the “marital deduc-

lation to gifts, insurance and annuities. Holds compli-
lized knowledge and advice.

new element to the marital contract, namely,

Income, Gift and Estate Tax

Laws recognize the community of interest between husband and wife. The new Federal

Revenue . Act :

became a law

April 2, 1948.

Your Estate is. :
“now -affected

py:armore lib~

~eral transfer

and . gift tax

law-. than had -

existed in

prior years.
{The; commu-

: nity " property :
¢+ 1aw. than ‘had .
i of :the ‘States:
are now. rec-:f
pgnized for all

of the: States’

“Harmon  Ackerman:
TEstate taxes.or death dutiesare
-2 not 'taxes on-property as such, but
i the tax is-on the transfer :of such

- property, at.the time of death. The

" Federal' Gift Tax Laws are also
based -on this. theory. of transfer

“ of property from one: person to
another. The right -to  transfer
property is subject to'the'tax. As

g

a practical solution the tax must1

I'pe 'paid from“property, so that,
we need- not: concern ourselves
of the theory of these taxes.

. 'The ‘basic change made in the

'Federal Revenue Act is in treat-
ing both spouses of the marriages
las financial = partners, ‘and the
ipassing of property as community
‘property from. one' spouse
‘other. A *deduction of 50% of

‘the value of the “Adjusted Gross erty between husband and wife.

< ‘Fstate” is allowed ‘in' computing
‘the net estate of a deceased spouse,
'provided, the law has been com=
iplied with in all its details.

At the outset, the intricacy of
the tax laws and the savings that
can be made within the law are
in the field of financial or.bank
advisers.. ' Only a well qualified
trust official, financial adviser or
lawyer can advise the individual
as-to the savings that eanbe made
of these taxes.
ning one’s estate, one must be

: sure that the overall picture, tak-

~ing in all its aspecis, are given to up of; the “net estate”; the “gross

the -estate ‘planner, and that you
have confidence in your trust of-

I ficial, legal or financial adviser.

An Example

Let us look at a family consist-

. ing of husband and wife, a_ son
> and three grandchildren, The hus-
! band dies leaving all his worldly.
i goods to his beloved wife. .Some
i-time thereafter the widow dies

{"leaving all her worldly goods to
{ her son, Thereafter the son dies
* his three children. Here we have
“three successive reductions of the
| estate, because a tax is collected
f by the Federal Government. for
i the transfer of the property from
. the decedent to the beneficiary.
. If we.must consider that the three

estates consisted only of the prop-

Cleveland-Cliffs ;o Co.
Detroit-H arvester -
Portsm>u'h Steat
Rockwell M'g. Co.

*Prospectus on request.

So that, in plan- -

¢ Jeaving all his worldly goods to|

father, the picture would look as
follows:
DEATH 'TAXES AND 'ADMINISTRATION
“EXPENSES OVER THREE DEATHS
Total
Nhop ol (approximate)
LU 80,600
. 120,000

. 'Value 0fEstate
$.200,000 .
300,000 .

'500,000 . .. . 250,000

1,000,000 "« . 600,000
. The laws permit ways of devis-
‘ing :your estate :so. that a consid~
_erable amount of ‘death taxes can
.be:.saved: .. For Instance, if  the
‘husband . and father ‘had divided
his estate into two -simple trusts,

\half, for :his ~son..and ..grandchil-

' a°$200,000. estate “would be. about
$50,000; +$300,000 “estate :'$85,000;
$500,000 ‘estate “$140,000; ~$1,000,-
' 000 estate '$300,000. " This is“not
an unusual situation; so one must
! consider all.angles before deciding
how: shall I bequeath and ‘devise
my-estatel sl VT

The recent amendments to the
Federal ‘Estate, Gift Tax and:In-
;,come Tax laws' permit a very: ap-
{ preciable -savings. Husband and
, wife are now considered having
la’ community interest .in each
-other’s property:: A few states
have had community = property
|1laws and have had an advantage

to'the over-all other States because. of

the division of income and prop-

The communal laws are based on
I Civil Law and was unknown to
/the Common Law, so that, it was
| almost impossable to graft the
Civil Law of community property
in most of the states of the Union,
The Federal Revenue Act has
changed  all this- and the same
rights of communal property is
‘now given to all states as regards
['the-income, estate:and gift tax
ilaws of the Federal Government; -
‘ Before wei can . compute the
| taxes on an estate, it is necessary
{to know what the- estate is made

|

estate”; the ‘‘adjusted gross es-

tate.”
What Is an Estate

. to partnership property,

South Jersey-Gas*
Struthers: Wells Corp.
Texas Eastern Trans.* .
Tenn. Gas Trans.

tResearch item available.

Bought — Sold — Quoted

.- GoopBoDY & Co.

..... Members N, Y. Stock Exchange
115 Broadway, New York
‘Telephone BArclay 7-0100

igitized for FRASER
iy://fraser.stlouisfed.org/”

and Other Principal Exchanges:
105 West Adams St., Chicago
Lo Teletype NY 1-672

one-half. for his widow ‘and one- '

dren;:the ‘approximate savings on.

An estate consists of all the as-
sets: belonging to the decedent at
the time of death. The estate. may
include cash, bank deposits, realty
holdings, life insurance payable
to “the " decedent’s estate -or: to;
others, stocks, bonds, securities of
all kinds, mortgages, notes, other
evidence of ‘debt, interest in and

joint
property, tenancies by the entire-
ties, interest in trusts or powers
of appointment, gifts made in con-
templation of ‘death’or to.take
effect after death, and many other
‘classes of property. In fact, if the
decedent owned it or had a right
in. or “power .over it, .such  prop-
erty would -be: considered- an.as-
erty first left by the husband and'set of the estate. Very little can

escape. This is also -called the

“gross estate”, Oy
The “Adjusted Gross Estate’ is

‘all of ‘the" decedent’s assets less

.| the cost of administering the es-

tate,; funeral expenses and debts.
The Marital Deduction 'is based
on:: the value of -this- “adjusted
gross estate,” -t UL ;
:'The “Net Estate” is the amount
remaining © from' the ~“Adjusted

Gross ' Estate” lafter . ‘all - speeific |
.exemptions have beeri’ deducted, | this

i e e i

. The “Marital Deduction” |
- Now, :knowing :what the.estate
is composed -of,: we; will'be inter+
.ested in:the ‘*“Marital Deduction.
The' “Marital Deduction” "is ‘the
amount: of -exemption .allowed 10
a surviving spouse in the property
Jeft to.him or her by the detedent.
spouse: ‘The statute . is thore ‘sper
cific . as ‘to: the ‘meaning “of ' the
word property, for-any interest
in the following species of 'title,
devised, -bequeathed, ' or transr
fered’ by the'decedent spouse 1o
‘the *surviving' spouse,:or, inheri-
ted from the: decedent' spouse,
such as dower, courtesy interest,
joint tenancy, tenancy be the en-
tireties, joint bank account or any
other co~ownership with the right
of survivorship; if ‘the decedent
spouse had a power of appoint-
ment (exercisable alone or with
othérs) to appoint an interest in
property and if he or she appoints
his or'her spouse, or such spouse
takes such interest in default (re-
lease or non-exercise) the interest
o received by the surviving
spouse is subject to the “Marital
Deduction.” The value of such an
interest must be included in deter-
mining the decedent’s “Gross Es-
tate,” otherwise such interest will
not be subject to a marital deduc-
tion. For instance, if the surviving
spouse inherits foreign real estate
from ‘the decedent : spouse 'such
property is not included in the
value of the “Gross Estate” and
therefore, no marital deduction
will be made from this specific
property.

Before the amount of “Marital
Deduction” is arrived at, we must
know the value of the interest
that " passes = to ' the  surviving
spouse, This value ‘may be as of
the day of death or one year
thereafter in the discretion of the
administrator of the estate. If the
surviving spouse  takes under a
Will of the ‘decedent spouse, the
interest passing to him or her is
determined from :the Will. If by
intestacy, then, by the State laws
‘governing distributien-in the case
of intestacy. If . the - surviving
spouse elects under a local law to
take her share against the Will

ing from the decedent spouse to
the'surviving spouse. If the sur-
sviving - spouse --disclaims or-re-
ceives an interest because of such
disclaimer and ‘such' disclaimer is
absolute  and-without considera-
tion it.is not deemed to pass fram
the decedent to the surviving
spouse. e BT

There are other legalistic mat-
ters'that must be ‘considered be-
fore” a. “Marital - Deduction” is
permitted. If, at the lime of death,
the spouses -are married andliv-
ing together; or ‘even if legally
separated. (such separation not
terminating the marriage) - the
|'marital ‘ status is* complete. The
decedent must. be a citizen of the
“United States or a resident there-’
of. The law applies to those dying

(Continued con page 28) -

such interest is considered a pass- |

AreQil PricesTooHigh?
- Poresitent; s o1 00l

Industry executive declares current level of profits- necessary for .
assured future supplies at reasonable prices. Asserts price controls
‘and increased taxation would “hobble” industry’s ability to meet
" public and Armed Services demand.
America’s record demand for petroleum products is being met
because oil industry dollar profits are sufficient to bear the burden

of a: needed ' $4,000,000,000 expansion program, Robert 'C. Dunlop,
President of Sun Oil Company, asserted today. -

[}

His view is
expressed in
the .current
issue “of the '§
Comilany’s §
magazine,
“Qur Sun,”..
just: released,
i ‘an: article-
titled’ © “Are -

the ‘“current
level ‘of ‘prof-
itsiras ovitally. ey s
necessary ;to enable the oil indus-
try to:meet the' demands, being
made; upon’ it.‘and  to assure the
consuniing ; public:and: the Armed
Services .- adequate |- supplies
‘petroleum- produets- at reasonable
prices: in‘the years ahead® '

capital - investments: now ‘being
made by the oil industry: for:pro=

and marketing ~ facilities — twice
those of the war ‘years—would be
impossible ‘were “it” not “for' the
profits of the last two years.

Mr. Dunlop struck out at pro-
posed’ government controls over
profits and prices.- Increased tax-
ation of corporate profits, he as-
serted, would “hobble” the oil in-
dustry’s efforts to meet public
and Armed Services demand, with
« continued tight supply-demand
situation” as the result.

“In such circumstances,” the
Sun' President asserted, “prices
would go higher unless controlled
by government,” Imposition of
governmental - price contro 1s
would most certainly limit or re-
duce the. output .of high.cost. or
marginal . producers. . In. fact,: it
would, by destroying incentives,
adversely affect all production.

“In the end the government
would  be forced to ration . oil
products which in volume would
grow less and less. The result
would be that everyone concerned
would  be *hurt, particularly ' the
consumer.”

Mr. Dunlop: held that “years of
unorthodox money policies, Fed-
eral - Government  deficit financ-
ing -and war ‘spending”: ‘solely
were responsible- for ‘the postwar
price spirals, ‘Although oil prices
have bounded ‘sharply ‘up: in re-
sponse to those influences, they
have not; fully reflected the de-
preciation *of ‘the - purchasing
power ‘of ‘the dollar as evidenced
by greater price -increases: for
many  other = commodities, - - Mr:
Dunlop ‘asserted. ; !

“Dollar earnings are 'the great-

dustry,” the Sun spokesman' said;
“put-whether it .is evidence of a
healthy economic: situation ' re-
mains to be seen.” G

Only - one-third of the oil in-
dustry’s profits last year was paid
to ~stockholders,  the  remaining
two-thirds being used for replace-
‘ment and expansion: of :industry
facilities, he added.

Depreciation Allowances

Aceentuating the: oil industry’s
problems Mr. Dunlop ' explained,
was the fact that current depre-

ciation ‘allowances -of the Bureau
of Internal Revenue, while suffi~
cient to‘ cover the cost of exist-
‘ing facilities;’ are not adequate-to
provide  for its. replacement at

today’s prices. The difference, he

/. Robert G. Dunlop
of.

‘He held ‘that the unprecedented.

-duction, refining,’ ~transportation-

est in the history of the oil in-

said, must come essentially from

current’ earnings. ’ 7

. 0il  Profits Related .to  Other
: Factors :

.. Oil profits'to be properly ap-

-praised; Mr, Dunlop stated, must -

‘be related not only to the. gen-

|'eral economic situation, but, also

1| to;the’ volume of sales, to prices, .
to"the: -purchasing: power: of the

dollar: ‘and - te’. the  obligations :°
restingon the' industry. to supply ..
1;needs: of 'thé consuming . !

“As'a result of his inquiries into
these -aspects of the subject, M. -

:Dunlop arrived. at the ‘following
-conclusions:~ 7 RO P

“4(1) 7An excess supply of money
in’ preportion’ to. production: re- -

-sulting-~from- loose monetary’

icies, is ‘responsible for spiraling:
démand for- most commodities and -
consequent . inflationary . prices.
.%(2) . This, . general -econemie .
condition is:the basic cause for amn:
unprecedented -postwar: demand .
for ‘petroleum products, although,
increased population, -desirability. - .
of products and price disparities -
also have been factors, ;
+%(3) Per: capita consumption: of
oil products in the 'United : States
since 1941 has ‘increased - about
34%, 'thus raising -living stand-
ards.

“(4) This demand, outrunning
the supply of petroleum prod-
ucts, " has resulted in crude “oil
prices ‘more  than doubling since
1941, although' product prices ta
consumers have not risen nearly
as much.

“(5) Despite sharp increases,
crude oil and petroleum product
prices have lagged behind prices
for: other raw materials.and the
Consumers’ Price’ Index.

“(6)  Increased prices for.crude
oil have greatly stimulated ex-
ploration ‘and drilling, have
stepped up_ supplies from second-
ary recovery sources and have
increased over-all production to
peak levels,

“(7) The petroleum ' industry
has thus become a leader of in—
dustrial expansion since 1941, in—
creasing output substantially
more than other major industries.

~%(8) Increased prices and ca-

‘pacity sales volume' together -have
more than doubled oil industry
profits. since the end of the war,
but last year only one-third: ef
these. profits ‘was paid to stock-
holders.
“74(9) Profits reinvested in the
oil industry have made possible
a$4 billion  capital  expenditures.
program for 1947-48—a rate twice
that of thé war years and‘almost
‘three  times that 'of  the prewar
period, ‘Without such profits this
would ‘not have been possible.’

#(10) This = program proV{des
for ‘the replacement ' of - existing
plants constructed  and developed
prior to the war at costs abouf
one-half of what they. are ‘today,
thus making ‘it possible for (the
industry: to maintain output.: |

#4(11) Included also.in this pro=
gram is an_ éxpansion of facilities ..
for increasing supplies needed-to
meet demand and to set in motion

 forces that make for increased

competition.and lower prices.

=%(12): With ~this utilization of
profits, the .oil ‘industry can ‘and
“is - satisfying  ‘the -desire of - the
American people for oil products

and a better standard of living™®
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Running Out of 0il?

By HON. GEORGE W, MALONE*

Retail Trade
Commodity. Price Index
. Food Price Index
Auto Production
Business Failures

S v oves o ]y o n Electrie OQutput
‘State of Trade

and Industry |

\

Overall industrial production the past week was somewhat mixed
with slight declines in some industries offset by increases in others,
resulling in little if any-change from:that of the preceding week. . -

‘ In scattered sections of the country lay-offs were reported, but
- employment for the most part continued steady and at a high rate.
Payrolls, as a consequence, were also maintained at previous high
levels and labor-management relations; too, were mostly favorable.

In many areas the chief depressant of the week was the extreme
hot weather which had a retarding influence on factory production
through heat walkouts. This was particularly true in auto manufac-
turing " centers where car and truck output showed' a substantial
decline both for the United States.and Canada. B )

. The current period, according to some close observers, reflects
a growing spottiness in busiréss as téflected by profit ‘accounts and
dividend declarations, However, the final quarter of the.year should
bring out quite a large crop of higher special, extra and year-end
dividend disbursements, since accumulated corporate profits in many
instances warrant them. o : ,
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. 'The nation’s railroads on Friday of the previous week asked the
Interstate Commerce Commission for authority to raise freight rate
on coal, coke and iron ore by about 10%: - b 3

. If the request is granted, it would increase average rates on
anthracite and bituminous coal and coke throughout the country. by
25, cents: a net ton, or 28: cents per gross ton, and on iron ore. by
20.cents per net gross ton in the east and south, according to the Asso-
ciation of Amerjcan Railroads. : The carriers estimated that these
increases.would yield approximately $140,000,000 a year. on the basis
of, 1947 traffic, i

Since 1939, the freight rates on coal have advanced 27%, those
on coke 25% ‘and those on iron ore 20%, while the rates on:all com-
modies—including coal; coké and iron:ore—have risen about 44%.

It is understood from the Association’ that the new increases; if
granted, would raise freight rates on all .commodilies from 44.2%
above.the 1939 level to 45.9%. This means that it would add 1.9%
to. the overall effect of freight rate increases since 1939. .

It is the contention of the roads that they need at least $611,-
000,000 more revenue to cover: cost rises:and fill the gap between
what they asked for and what-they received in the. last general
{reight rate increase, granted July 27, :

.- This sum would require average freight rate: boosts of ‘at least:
posed:- on Friday of 1ast week

7%..The .commodity rate increases pro
would make.up less than 2% of this 7%.
. & * i

. . New:businesses chértered during July in.the 48 states nunibéred
7,690, a drop.of 10.1% from-8,550 in June; and a loss of 14.9%: as |:

.. compared ‘with 9,041 in July ‘a-year-ago,’ according 'to the:latest

compilation. by Dun. & Bradstreet, ‘In¢. -The July  count of 7,690 |-
represented: the. smallest. monthly total since November, 1945; whei.

7,120 companies were incorporated. {

. The July tetal brought the number of new. stock company forma-
tions for the seven. months of 1948 to, 61,928, and compared with
:. 68,414 for the similar period- of last year, a decline of 6,486, or-10.1%.

The current figure contrasted with a record total of 83,687 incor-
porations in the corresponding seven months of 1946, a loss of 21,759,
or 26.0%.. Twelve states reported. an increase in:ihe number of
charters for the seven months’ period’ as compared with'a year ago;
‘as agginst 36 that- showed d=clines.’ R
& & £

. Retail dollar volume was slightly above the level of tie preceding
week and moderately above that of the comparable week a year ago.
Favorable weather in the early part of the week and the approach
of the back-to-school season encouraged increased consumer demand
for Fall merchandise. Consumer interest continued to center largely
on moderately priced items. Summer  clearance sales were well
altended during the week. ’

... Wholesale order volume increased moderately during the week,
with total dollar volume slightly above the level of a year ago.' New
orders and re-orders for Fall apparel continued to increase moder-
ately in many localities. The wholesale order volume  for many
foods roce slxghtly: Although there was a slight increase in textile
order volume. during: the week, buyer demand remained near the
preceding week’s low level, ‘

STEEL PRODUCTION SCHED
* " CURRENT WEEK

.. .Steel consumers will not find steel supplies easier to get by the
last quarter of this year, but more difticult in’the first’quarter-of
next year, aceording:to “The .Iron ' Age,” ‘national metalworking
“;epkly, in its current review of 'the steel trade, ' PR, ;

-7 Cuts in:steel quotas for. customers during jthe: last :quarter: of
this year are an established fact; says - the - trade - magazine,

3 (Continued on page 25) ; :
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U. 8, Senator from Nevada

Assailing “kindergarten method” frequently used to measure projected . oil consumpion- against re-
 serves, Senator Malone stresses. preponderant importance. of political and. economic. governmental poli-
cies. " Declares crucial element is preservation of fair competition under profit system, for assurance
' : of discovery of oil actually in ground. : '
... The kindergarten method of measuring the projected estimated. consumption of - oil
against the known reserves to determine whether we are running out of oil, utilized cur-
h government 2fficials, is dangerous to the peace and safety of the United

America. In
recent years,
we ‘have seén
_that “'the "po-
litical ‘ani
economic pol-
icies of a cen-
tral govern- .
.ment ; have "a
direct  impact:
upon [ 0il’ pro-,
duction within
that country.

. I.need only
mention Rus-
sia and Mex-
ico to demon-.
strate the: de-
teriorating: effect on both devel-
opment’ of already proven fields
|and discovery-of potentialities, re-
sulting from governmental policies
which unduly hamper and restrict
our free enterprise.

' Only in the climate of fair com-
petition under the profit system
will. Americans continue to expend
their time, energy and money in
the discovery of new pools of pe-
troleum with ‘their same tradi-
tional vigor. and. pursuit.

The answer to our question does
not lie in whether more rich fields.
will be ‘discovered’ at: deeper ho-
rizons or .in:new formations—for
on this one can only speculate.

Geo. W. Malone

freedom .of. opportunity.so that:if
oil is, in fact,.ia the ground, we
assure its _disco_very. :

Flexible
| 5 - Free Trade:
i The American userof petroleum
and ' its' by-products has ‘two
sources: of supply—American - oil
and ‘imported oil.. Unfortunately
the physical appearance of im-
ported oi} alffords ne. basis for a
“Buy: American” appeal ‘to the
vatriotic eonsumer: in the' event
excess imports :threatenthe sta-
bility ef the'American  industry
and in turn our own national se-
eurity. . - i ity
| The product dispensed at the
filling station bears no “imported”’
label.- It is well ‘recognized that
today we must import: a certain
small percentage. of oil to satisfy
the ‘unprecedented gain in con-
sumption ‘as a result of the cur-
rent high level of national income.
An import fee, however, repre-
genting in general the differential
of cost of production between this

| *An address by ‘Senator Malone
before = Interstate Oil = Compact

Roosevelt,” New

country and the low-wage Eu-
ropean and Asiatic ‘countries —
does. not prevent  the :necessary
imports—but brings the foreign
product in on our standard of liv-
ing level and keeps our workers
in the oil business.

Nation: Confronted with Major
Policy Decision - '

This country is confronted: with
a major ‘decision. It involves a
basic .and fundamental economic
policy of government. The Con-
gress Can no longer avoid making
the definite decision as to whether
this nation is- to change perma-
nently its century old policy of
protecting the workers of this
country against the low-wage liv-
ing . standards of ' European  and
Asiaticinations.

Since the Trade Agreements Ac’
became effective in 1934, the State
Department has substituted a pol-
icy, to wuse its own pirase, of
“horse trading” with. foreign na-
tions for reduction in tariff rates.
What have we received from all of
this “horse -trading”? Today our
tariffs are lower than they have
been for, 100 years. while the
tariffs . and trade restrictions im-

posed- by foreign: countries are
now. more. extensive than when
: this program got' under way in
More pertinent: to. the answer: is|1934.

that’ we. guarantee -our’ Systemof.

»:'There .is no difference, to my
mind, in:importing the low :.cost

fanalically pursued, of achieving
free trade irrespective of' the
practical effects on our econoiny
is the basis of my opposition’ to
the entire program. = . =

As a substitute and as a_rem-=
edy, I introduced Senate Bill 2582
at the last session for ‘the imposi<
tion of an . import fee at a rate
which would ' permit - “fair and
reasonable - competition” between
the domestic and the imported:
item, -

/This law would be administered
by a bipartisan body of experts,
and:the amount of the import fee
would be determined’ by law in
accordance with the principles

(Continued on page 35)

. AMERICAN MADE
MARKETS IN

CANADIAN
\feunines
Dome Mines, Ltd. ‘

Hollinger Cons. Gold Mines, Ltd..

Kerr-Addison. Gold ’Minles, Lid. -

Kirkland Lake Gold Mines, Ltd.
Lake Shore Mines, Ltd.

Macassa Mines, Ltd.
Mining Corp. of Canada; Ltd. |

4

| uct of the low cost labor. The re=

labor and ‘inimporting the prod- Mclntyre Porcupine- Mines', Ltd.. :
sult in either case:is a leveling of Noranda. Mines, Ltd. - .
living standards' throughout the

ImportFee vs. Selective:

Hotel |/

down.
1934 Trade Agreements Act

gram, as.  administered by  the
State Department, encourages the
importation of the products of the
low-wage ‘standard ‘of - living. na-
tions in competition with our own
products in our own market. As
you.in the oil industry well know,
the. Trade Agreements Program
has not, despite propaganda to the
contrary, 'been satisfactory. Yet
in April of this year the State
Department, oblivious to its own
record of failures-and with con-
temptous  disregard of the eco-
nomic consequences of the recent
Geneva tariff slashes,- demanded
renewal of the Trade Agreements
Act ‘and a continuation of . its un-
hampered authority to make fur-
ther tariff cuts;

The eventual elimination. of all
United States tariffs is its inevit-

York City, Aug.
31,1948, : :

able goal:. This preconceived aim,

available this: week. =~
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world and. under such’conditions
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proach to Bank Supervisio
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‘Deputy Comptroﬂer of the Currency

Stressing banking responsibility in combatting inlation and maintaining economic stability, Federal

bank supervisor urges cooperation by bankers and stpervisors in sa.tegqardmg soundness of banking

system. Describes modus operandi of bank superiicion and tells of official publication giving digest

of opinions and interprelations relating to powers and operations of mational banks. Calis for honest
and frank disclosure and avoidance of fotalitarian control methods.

Economic conditions throughdut the world are foreboding. Take, for example, the
Far East where one cent of our money is worth 100,000 Cninese dollars. Or look at
Hurope which, even with our enorimous aid, is finding the attempt to return to normality

&

an uphill
fight /At ,
home, our do- |
domestic
economy is
getting out of
kilter — fast-
er and faster.
The {act that -
this is' a po-
st e gl
year, and that
people . and
parties can
blame ‘each
other for the
consequenc e s
of -inaction is
consoling — it
will.not  soften the blow which
our economy will suffer with the
inevitable shock of a reverse
swing of the pendulum.
Unfortunately, in the face of
this situation, too many of ‘us are
inclined  to' let someone else " do
the worrying—to turn away from
unpleasant realities and to'look in
the other direction where ihe out-
1ook is more to our liking, How-
ever, with high taxes to the left
of us, high wage and price levels
to the right of us, expensive world
aid ‘and military plans in front
pf us, and inflation all around us,
it is getting more and more difti-
cult to find a view whichis with-
“out its disturbing aspects.
.. But these are not days for giy-
ing in. to doubts or “what's the
use” attitudes. This isn’t the time

J. L. Robertson

are continually trying to get their
nanas on new levers ot control
over everyone; and start looking
at government -in- its true char-
acter, as the servant of the people,
manned by men who are a cross-
section. of the people, and who
dre, subject. to .the will of the
people. ‘We must stop looking to
government tor paternalistic sup-
port:‘and - protection, and once
more stand on our own feet and
look to each other for aid and as-
sistance; because power for good
is dependent upon. the combined
strength of all of us.

- We must take steps now to dis-
prove the: belief that people “en
masse” are inert and are aroused
only by calamity or catastrophe,
even though history would seem
to indicate that it is true.

DIﬁst Throw Off Stupor of
Inflation

We must wake up and . throw
off the stupor which has been in-
duced in' large ‘measure by the
devilish device of inflation which
Saton is now using to lift us up to
.succeedingly-: higner and more
dangerous ‘ledges,. off - which ' he
can push us-at his most opportune
‘uine, hrowse hope that vace -on
the downswing even our most
frantic grasping and groping will
‘be insufticient to enabie us to save
ourselves from falling all‘the way|
 down..into an ‘economje. inferno.
That is not so far fetched as: it

to suecumb “to lethargy or com-
placency. This is the very time to
face the future courageously -and
1psolutely, with the full realiza-
tion that our own. self-preserva-
tion makes it imperative that all
of .us. work together unselfishly
and harmoniously. ‘

Among ‘othet "things we must
stop Iqokmg at government as
something apart from the people,
something manned by men who

* Anaddress by Deputy Comp-
troller Robertson at the Kentucky
IS’ChotO} kof I_1‘3ank, University ' of

sentucky, Lexington, Ky., ;
19,1948, < v Agg

'may seem. for there is enough of
what at. first appeared to be
“sugar” about inflation to cause
many - people to - enjoy ‘it; they
iike to have more money—even if
\it is -worth no  more than the
fewer dollars they used to have.
And I regret to say that there are
some people-—variously labeled—
Wwho “actually are- profiting from
inflation at the erushing expense
of all those who have fixed in-
comes—the" salaried: worker, the
bensioner, and—as: your trust of-
ficers know-—the wemen and chil-
dren who are trying to: live off
the meagre incone of what used
to be ‘ample trust or insurance
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estates.” Those profteers wouldn’t
have inflation stopped for any-
ihing; av least, noc untif it gets
worse—not until théy  stand ‘in
aanger ot being huri oy it., :

But the tide will turn, just as
it always has, and the extent to
which our economy -and all the

people are hurt wiil ‘measute tne |

success™ of datan’s use of-a very
dld device—one which ‘he has al-
ways tound to be more or . less
eftective, notwithstanding the ar-
dent preachings ot far-seeing and
public-spirited men. - ; o)
. It is not surprising- that people
want to “‘get tneirs today” when
both international antagonism ana
aomestic inflation make them fear
@ future for which individual
planning and provision are; to ‘say
the least, unpredictable. In. the
past, our progress has been based
-on the ‘expectation of* ecoriomic

stability; and it is losing momien:

lum in an atmosphere permeated
by uncertainty and a feeling that
we are staggering further and: fur=
ther through an economic quick=
sand, with no {irm ground visible
an the- other side.

But we- shall not solve our
problems by - minimizing ' thair
gcope and- difficulty or by philos-
ophizing on human reactions. 1i
is highly probable ihat ‘we  have
already gone too far' along ‘the
path of least resistance to ‘now
aveid substuntial ‘damage; but we
are-not so'tar.elong: that we+can-
not; prevent ‘further unnecessary
injury and take steps to cushion
pour economy against whatever
the fuiure may hold in store,

Responsibility of Banking

Tne responsibility of the bank-
INg Lraternlly IN ulls TeSPECE L
greater vnan thac o aimost any.
wvuler group 1 can thing of, o,
only because of the -influénce
bankers wield in their commuri-
ties, but also because of their
delicate * task of ' keeping - tiie
wheels of our economy oiled "with
bark credit to the .most precise
degree. Too much oil in that -torn
will increase the velocity of the
revolutions of those wheels and
carry us further up the spiral of
inflation with ever more burden~
some . and . devastating.  conse-
quences—an effect which' can’ pe
compared -with the. consequences

| of a.continuance of exeessive: un-

necessary spending. by the people.
To cut. off the flow of bank credit
oil: completely would cause’ those
wheels to. slow. down so’ fast ‘and

rind to such an abrupt halt thai

the 'whole eéconemy of this. couit=

try would  be jeopardized, . with
world-wide ' repercussions. . i Yes,

much’ depends upon - the ' correct
| functioning .of : the: han

King'sy
tem of this country. R
It is'for this reason that I

 50°whoteheartediy ' in - favor.:
schools for: bankeérs, such as: thiy
one; - schools where bankers ean:

learn how to operate their’insti-
lutions better—better: from: ‘their
personal . as well - as theii public
points of view. Your - very pres:
ence here is'proof of the fact that

| you realize - the. importance’ ‘of

'your ‘work, the need for doing'a
better job, the importance of see-
ing more clearly the detects i

| present. procedures and bractices

and the need for devising ways

.and: means to correct them; procf

of the fact that you are aware that

| barks, as we know them' in 'this
|| eountry, are not just depositories
| of the people’s~money, with the
| right 1o use it for their own profit,
‘! but are quasi-public institutions -

trusted” custodians ‘whose  offic

(Continued on.page\29)l',{- ia

Establishin

tation and applicatio
tween. the United St
for American indust
Britain or the
British ~ Col-
onies. = Article
III provides
for a transfer
guarantee  of
capital’ and
dividend, and
Article 'V en-
sures-equal:
treatment. for
American’
firms engaged
iin‘the pro-
ductionof:
materials: re-. §§
quired by the:
United  States
for’ stoek--
piling purposes,
The aititude of British opinion
towards" these ‘provisions ranges
from'uneompromising hostility on
the part of the political Left to
enthusiastic welcome on. ‘the part
of many mederate and Conserva-
-tive.quarters. It goes: without say-
ing that Communist propaganda

" Dr. Paul Einzlg :

the  ameunt .to be guaranteed by !
the United States:Government has
been fixed-at $300,000,000 for the
‘whole of Europe. But it would be
a mistake to dismiss opposition to
American industrial penetration
as something confined- to Left-
wing political circles. Many Brit~
ish: businessmen, government, of-
ficials and economic experts, too,
view the prospects with some con-
cern, even though their political
_sympathies lie entirely on the side
of ‘the United States.

It isrargued that in existing cir-
cumstances the American capital
invested - in ~ British ' industries
would amount to a lean at a very:
high rate ‘ol interest. Since well-
managed branch factories are ex-
pected-to pay a dividend of not
less than 10%, the dollars derived
from: the investment of American
eapital would cost Britain -about
three times the rate that would
be payable -on ‘a dollar loan, on
commercial - terms. It . is -pointed
out that there can be no justifica~
tion for such.cestly form-ef bor=
rowing unless it leads to an in-
crease of exports fo hard eurrency
countries or.a decrease of imports

rom.  -hard - currency ' countries:
ven, so; it. is considered essential,
.in order:to. justify the granting of
lieense: for American firms, that
they’;should. be / able 'to produce
something. British, ‘firms. are un-
~@able .10 produce, It ‘ought to bé
orne:in mind that; owing ‘to the'

terials there,is.a long waiting list

or;. expansion:; of ' factories
which could earn or-save: dollars,

| 5o ‘that the.granting’ of permit to:
-an; “American - firm  necessarily:
means: the-refusal. of 3 permit ‘to |-
some - British - firm;: ““Unless - the |

{American :firm" concerned’ -can

‘output,- much' more  dollars than
the British firm, the granting of a

meana’net-loss of dollars in the
long run, to the extent of the divi=
dends’ ' which' have . to.be trans-
fetred sooner or later into dollars.
It:is true, under Article III, it wil}k
bé the United States Government
that-would pay outthe dollars: for
Ahat: purpose, and would aequire
the 'sterling counterpart: of thé
amount expended. But sooner or
later: sterling will be 'spent: on
something. which would yield dol-
lars to:Britain: otherwise, 0

g U.S.

. By BAUL EINZIG

Dr. Einzig reports conflicting British opinion regarding -the effects
,0r ciauses in bitateral pact between U, S.-and Britain which: pro-
vide special facilitics for American firms desirous of establishing
| : themselves in England and its colonies. - ;
' LONDON, ENG.—Negotiations are proceeding for the interpre-
n of Articles III and V of the bilateral pact be~
ates and Britain, providing for special tacilities
rial firms desirous of establishing themselves in

Firms in Britain

For this reason, the gzneral rule
remains that license to American
firms will only be granted' if the
British authorities are satisfied
that it can earn or cave dollars
to a sufficient extent to cover its
probable dividends and leave a
margin in favor of Britain, It is

| only in case of firms engaged in

the production of material needed
for stockpiling that an exception
will have to be made. The ‘United
Kingdom' itself can produce very
little of such materials. The pro-

| visions under Article V, concern
mainly the 'Colonies: Under ‘that -

article the British Government
has undertaken to treat any
American firm on an equal footing
with- British firms. This does not
mean, however, that the flood-
gates have been ‘opened to an
‘inflow of ‘American - capital ‘into
British Colonies. Much as the de-
velopment of ‘the Colonies by
Americanr enterprise would be -
welcomed in many quarters, there

hortage of labor  and vaw  ma<.

of:British-schemes; for ‘the crea=:

carn;or ‘save ‘through its eurrent

permit to the former would. only

| he. conducted:his. own iny
< L business in: Milwaukee. ' o

has denounced the facilities as yet | are some misgivings about the
another. means by which  the|
United States is seeking -to -ac-|posed- srrangement.
quire control over Europe. This in | feared that once American ‘stock- |
spite. of the fact that the limit to | piling purchases are completed -
I'the British Colenies will be-left
| 'with -anincreased producing ca-

.unilateral eharacter of the -pro-
For it is-:

pacity without corresponding ex-
porting possibilities, - P
In ‘the absence of the special .
arrangements under the bilateral -
pact the increase of the produc- ',
tion of tin or rubber for the re-
quirements of - the- - stockpiling -
scheme would ‘have had to .be
achieved by bidding a high
enough price to induce a number
of British firms to expand pro- ’
duction. By arranging for an in-
crease of the output through the -
nenetration of American. capital
it will be possible to' obtain the .
recessary increase jof “the output
without an increase of -the price. |
And once the stockpiling pur= -
chases are completed' the surplus -
producing capacity is exvected to ’
regult in-a sharp fall in the prices
of the commodities-econcerned. -
It is in order . to encourage
American firms to open branches |
in British countries that the ar=
rangement providing for transfer
guarantees has been. sécured. Un-
der it the E.C.A. Administration
undertakes to-ensure convertibil- -

ity -into" dollars -of ‘the’ proceeds -
‘of dpproved: ‘American invest=. .~

ments upto..100%: of ‘the" dollars *
invested.” For the-purposes. of ‘the *

‘whether, 'such ‘proceeds have been’
‘received ‘ds’income.from'invest=’
‘ment,’ as.repayment retiirn of -the’
investment, Sin: wholé oryin- p

‘or as.compensation for sale or:dis
sposal:-of :all:or any. part: of th
‘property ‘representing: the:inve.
‘sents:a’lia

' While - tﬁis:i.und@;takine: repre
stockpiling.‘materials are: con

tion of stockpiling materials whlcﬁi
would “be :welcomed in Bri;qih.;.
'Like so-many other-arrangements
under ‘the bilateral pact,  Article .-
HF cuts both ways.. =~ 0"
B 0 G N fot
George M. Thorsen Now: Is
With Chas. W. Brew & Co, -
(Svecial ‘to *THE ' FINANCIAL C_Hnbmqv.:y 3 2
» MILWAUKEE;, ~WIS. — George
{ M.i Thorsen has' become ‘assoeiated

| with Charles: W, Brew ‘&' Co.,: 733
North Water: Streef..-

guarantee it makes;no differenee |+ .

Ini the, past. . .
nvestmentf i

Pigitizeéd for FRASER: . ==
ki //fraser.stlouisfed.org/




- suchs tiimes asiwe:are having; when

. ‘showing what they were ‘doing: for
-: the 'boysj ' taxing :them to ra1se

. 4 nosskave-det At alll it Ras fitted

 rightt into” the " labor-managemeht.;pla I Ba “Béfore aniit hew

S 1 difficulty.
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F rom Washington

- Ahead

By CARLISLE BARGERON:

“You: hear'a: lot of people sayi
wouldn’t write. so much: about rac

of the News

ng. they wished: Wiestbrook Pegler
keteering. labor leaders.

I have said it myself because he’is an entertaining writer and I am
lTooking: for entertainment whenever I pick up his' column. But the

dravr n-d'er s te

- racket : you've

i ever “'seen’ is

| going on right
now and- it

“émbraces

~.those leaders
whom we

- have for years
looked  upon

" as’ the better

- element) in-

' deed, sound

" Americans all,
and ' the  soul
of "honesty.
They are men
to. whom: you

) are' prone to

) pomt by way of saying. that,. of

_course, the racketeers: are ia: the

: minorit‘y and that the majorily are

" able; conscientious men.

' * What they are'doing now, the
best: of. them,: isv a form: of petty

_ graft, such: as.a man on:the road

< may. chisell on: his expense account;

- eat better than is: his: custom,. get
himself an expenswe cigan atfer

- dinner:.when. he. never does that
at home, buy his fellows: drinks

. eveni take them: to-dinner. In: other

“words, live in a style that he; him-
self, would not - live i he were

! paymg for it.

i ?n the:Taft-Hartley bill was.
passed; . these labor* leaders—the:
best of them,. Phil Murray,. Bill

i Green, et al—continued' to. call it
a slave-labor 'bill and to swear

. undying. :vengeance : upon . those:
who had voted for-it. ;

As time went oa they became
more-boastful and announced, that
huge: sums would” be raised: and

" eommittees. would be"set up:.to

_ force: the repeal of this montsrous

“.issue: " It was as: il it ‘gave these

. fellows-a new lease onlife. They

~ had something to sell: thein cons
stituents, they had: a method of
showmg activity , to ]uStlfy thelr
lncomes

In these days: and txmes labor
leading:ig not. the easiest: way to

» makei.a living, ' The' government:

 is .in competitiom’ " There! ig. the:
natural-tendeney of the worker- in:

Carlisle Bargerom

+ he.is fully: employed: - at- high

- wages;.to.ask 'what-the' union: has|;
goti'to- selll. On: top .of ‘this. there:

frare-so’ many: thmgs the govern~
ment’does.”

" 80; as'T said; being a labor leader
is:not a bed of roses, “A felow has
got to keep on. his -toes: lest: he

- finds'his membership dropping off..
. The Taf{-Hartley Act; therefore,
. was seized upon: by the leaders ag

manra. from. the-Heavens. . Here
was =omethmg they could” howl
.about.

Well; they set about by way of

funds: tei defeat: this slave’ aet.

R BY the times they ‘have got mxl—
* lions'of dolars: into: funds to- do

' this, the act has been"found; by

¢ the ‘workers themselves, ' that: 1t i

Sor relationship: with: the mmxmum of

- But the: leaders have'thls money
o they wouidht dare return’ i
; : ! ten.. No—

make !

: it
- showing. Théy have set’ up ‘the:
lcommltteﬂs The'A; . of ‘L has
one, the: CIO; of course;  has: one;

;" the railvoad : brotherhnods have

. one;. the!. rr;achlmsts have'r one

'" There'are more committees: trymgs

4 to”show, actmty -and! spend’ this:
/ ~nzoney than yor can shakera “stick

And! that is all’ they: are domg'
all’ they are' accomplishing, = Of
gourse;  if they manage to: knock
off J0~ Ball in* his fight for re-
electlon in- Minnesota;, they will
clainy “the  credit! He might’ be
caid’ to' constitute about. a $3,000;~
000;000-baby to them because they
‘dre all’ in there pitching, probably

‘the’ gredtest’ array of committees

ever working .on’ one: single thing:
. I suppose.that in-the- past. sev-
eral..moaths. I have casually run
into the chairmen cf at least three
of. these: committees and: without
exception. I was amazed to learn
how little: feeling they had m

| their endeavor: i

Invariably I' was. told:

“Oh; we don't' give'a‘damn: about
the: Taft ~Hartley Act.”

The fact was;, of’ course, that 1t
hadn’t affected. them in_ the slight~
est. - But they've got all’ that
money, they're oni-a; commlt‘tee
and: they ve: got to: spend’ it,. . -}

The leaders- of the: printers: are
apparently sincerelyworried: about |
their future under .the act.. They
have* been fighting to- continue: tg
keep- control:.over .the supply of
labor.. This, they: are afraid" they
* |[won’t be able to do under the new
order by  which: an: employer: can

employ- whomever he wants: but'

the worker, under a: union- shopj
must join. up:within: 30 days. i

The printers’ union  has' alwéys

kept down' the supply’ of appre =

tices- and always- sought. to: main*
tain a shortage: so that overtime
at time-and a: half; is:an: important
phace of the printer’s earnmgs'
Such:unions as those of the: mari-
time' workers and:. lengshoremen
are fighting to- keep: the: hiring
hall controli over the supply:-Vari-
oug other unions;. too; are through
trick: contraets seekin‘g’ tor ‘rétain
this: control — -and; ‘in"many’ in4
stances, gettmg by with it thmugh
the’ connivance of 'the' employeri
But these fellows:-who have col4
Tevted: the' millions- ‘and! “seti up
committee«are: those least] if any,
affected. Their ‘expense a(:ceunts
ought to be: WGIL audlbed

will lnveshgale'- :
Boston.& Maine Plan

“The' most positive- reaction’” to
date’ towards ' the' new stock re-
issye’ plan of the* Boston & Mainé
Railroad: “has  been the: reeent
formation ' of ‘a protectlve\ ‘com:
mittee:  to investigate - the- plan
Mr, - William: .T: : Skinner;. 'Jr.,- of
Walter J. Connolly & Co.;: Inc, i of
Boston,. whu is'a closer follower ‘of
the stock is- organizing .the com+

‘mittee. :in. order .that, concerted

action: may: be taken for or against

COmmlt‘tEeS findings: are an:[|f

nounced: - When. contacted ‘yester-
day, Mr: Skinner said that he:and

|-the: commlttee were not sure what

their: stand! on the company s new

[ plan can be voted on by the stock-

holders' it - is.,first ‘necessary -to |l
.|'secure the: approval: of ‘the: Tnters ||t

state- Commerce Commission: ' It

is ‘anticipated: that it will' be of ||
great interest tor alll followers. of | i
the Boston &, Maine 1o see” ‘what |1

the efiect of the: protective com=
mittee will: be on the! approval or

‘disapproval . of- the ‘Boston & b
' Maine’ plan provxded it is passed
‘| by the ICC.~

Frankly,,

Immediate Problems of Retanlmg

- By DAVID' M. FREUDENTHAL

Economlst cauhona about: elements: threatenmg to: profits- and. other mew adverse factors, mcludmg
- possible: tax increases;. cash positions, prices, expenses; savings declines, and competmon ansmg from
housing “and ' capital goods: - Urges: retailers! buying: policy’ based. on. consciousness of - prices and

buyers’ resistance,

‘There has been much talk these days about “Merchandising for a Profit” and mer-
chandlsmd one’s time-and: similar ‘misuse; it is'believed, of the words “merchandising’” and
mventory problems: Everythmg it seems today turns out to be a “merchandising. prob-

lem” or an

inventory

problem.”
Very  early
ia my role as
aconsultant
my advice
was sought by
Lhe director of
acompany
which ' is the
third largest
of its kind in
the world, He
asked:whether
I could make
an-inventory
study for his
comp:any. I
told" Him I ‘most" certainly: could

David Freudenthal

« but,.what was an inventory study?

He thought that a.foolish questlon
until’ I explained: to him: that: in
terms: of my; semantics: the: wbrds
“inweatory study” and “merchan-
dising. study” were: used in. con-
nection’ 'with any’ and: every kind
of analysis—what . I--wanted! to
know. was:. what was his. problem?

.Buti te.come back to: the present
pre-occupatwn -of . businessmen
‘with: the:,very real problems of
operating: businesses. in. the. mex-
«chandise: field. at. a. profit. under
a’great variety: of: circumstances—
which: circumstances. are: rapidly
changing. . it does. seem: that the
elementsy: that: go: into, the making;

| oft” ai profit might,tp, advantage

again; be: studied. This paper;
therefore, - deals: with such: an
‘analysis, with: particular reference
to: that 'segment of the- merchan-
dising: field" which: relates- to- re-
tailin‘g.
Tlie Profit Element

" We can agree: that we know
what" is: - meant by a- profit.. But
there toe: we: perhaps: should: take
ai.second look: at its: significance.
Leaving: aside: the  technical. ac-
counting: phases: of how you: arrive
at -a. profit; ‘the: problem .of. re-

‘taining the surplus off income:ovep

expenditures: Has. a» greater: ele-
ment of uncertainty today than it
did sinee ‘the! elimination:. ofi the
eorporate” excess: profits: tax. This
conclusion' ' is - reached: ' because

it woulds seem: well" within “the

realm: of possibility that corporate
taxes may ineredse;-. The' Presi-
dent’ has: already recommended
suchraction and should" it be en-
acted inte- law, the' question of
‘the’ recurrence: of ' a ‘large dif-
ferential’ as between -net before
and after taxes again recurs. With

Ats-recurrence;  American buginess:|

will again be_faced with. the-old

Sam: bearing alarge' portion. ‘of

_the;cost; This: reasoning takes: the

place: of' the: much: sounder: con-

A;deratlon of an’ objective evalua-
'twn‘ of the real’ need of the expen-

the:plan: when' the results. of ‘the |

dltme in 'terms: of what that ex-

| penditure ' will" produce;. or how

necessary it may: be for the growth

'|'of the business;. regardless: of how

mueh: is paid' for out of tax sav-
ings.
Cash Considerations

. Aside from!these considerations,
-methods of operation which in-

volve: depreciation and fixed asset

‘management will certainly again
{|:become
should: a; larger tax rate on cor-
.| porations: come: into: being—but:

of  larger ' importance

perhaps even more important will!
be the question of cash position..

This is an urgent and perhaps: all
important: questio:n today but with
a higher "corporate tax rate" cou-

pled!. with: shrunken opportunity:
to retain working capital. out of
earnings, an already severe: situa-
tion' will’ become ‘more: severe. For
at present, it has.been. variously
estimated that. American: industry:
is' short of working capital® by
some*$45 to $50 billion. From the:
Federal: Reserve estimates: made:
in July: of this; year; we' learn: that
business: “expenditures:  for  new:
plant’ andi equipment in, the year
1948 are: estimated. at close to $19!
pillion.  So that generally. it. would
seem: safe: 'to forecast: that Amer-
ican: business is going' toi be look-
ing: for sources ‘of working capi-
talt And: perhaps: retailers: who: selll

sony credit’ will: have: this problem:

-tol face'more intensively: than: they:
‘did: beforé the war; Of course. for
"the' purpose of ‘this argument the
‘important consideration rests with
the factt that : with: receivables
mounting” today, added' working

.capital iz needed: jn: the building-

up’ process. - The: whole: point. of

-this: part: of this; study: is that in
-order‘to“‘Merchandise for a Prof-
1it"”” or’ indeed to merchandise at.
-all;

vou: must have - sufflicient!
working capital and: that' to! secure:
ite-if @ business inust borrow from:
the banks; the: "‘probleny’ will' be
more severe in-the future than' it

has -been. in the past. To' put it

another way, in securing loans on:
an-equitable basis: to the borrower,
the smart ‘money’ will go' tothe|

man with a plan—a well thought |

out f1nanc1a1 plan that outlmeq

two: years'from 'now:. The worst

way to'horrow is to go to a bank:|

without a‘planas to just how aad
when: the money is to- be repaidi| ;
and' this; wholly aside and" apart
from -the interest rater which is

“definitely op the increase.
wrong motivation of ‘making ex- |
‘penditures: on: the basis: oft’ Uncle

But perhaps we have started: at

‘the-wrong: end’ of-the cycle in de-|

‘termining  How - to “Merchandise:|
for' a: Profit.”” Before we get. oni|'
to: the- other phases; however; the:
British" Accountants’ Profit andi

They too start at the end, for in-
stead of beginning wiihssales and
ending: with' profits, the British
accountants' start with profits as
the first and most interesting item
on the statement and work back
to sales.

So:let's now take the: other ele-
ments in: the retail field for the
period ahead of us. What part. of
the American income is likely 1o
go as sales to stores?’

Admittedly the second quarter
of 1947 was not. too' good as. o
volume ‘or profils and: we have
estimates varying from the opti-
mistic increase for the year of
10% down to. an estimated break-
even with 1947. In some: circles
the latter is said tor be over-op-
timistie, But let’s look at the long
range picture.

What are the elements in the

present economy that are favor-

able 1o the production: retail sales
and what are the unfavorable' ele~

ments?. First and most impertant

St B sie, where the busintes, Sormidubl conpetior fo aeta
¢ 4 3 ) 3

I

is the question of employment. In
1948 we have seen an: ail-time
high in the total number of per-
sons. employed: in' non-agricultural
establishments, with: farm: prices
at a high point and! farm net in-
come also high. The peak of em-
ployment was at the beginning of
the year andy: although there has
been.a sllght recession: in .employ-
ment. since then; it still is: higher
than throughout the: war years.
Personal. income: is likewise at a
peak. 'And' it is. safe to conclude
that so far we' have done a fine
job: in reabsorbing, into industry
those who were in' the military
forces.

On . the other hand, although
personal incomes, are up, so . are
consumption expenditures and net
personal - savings. have  declined
trom: the peak of 1944 and 1945.
Although some of these savings
have - gone into.. consumption, it

.would seem. that there is a rela~
-tion between. the: decline in sav-

ings-and the large increase in. pri-
vate; residential construction, the
activity: of which. was again at 'a
peak in 1948.

Competition with’ Retail Sales
Now it would seem that this is

sales.and one which is not likely
to decline in the next year to. year
and a half. So that we come back
to the question of method of sell-
ing. If retailers are competing for

_the. earnings dollar, which indeed
they are, one cannot escape the

consideration of credlt selling—
perhaps less so than. in a good long"
‘while—and that. again calls fcr
.working .capital.

All of this must be faced despn‘e
the faet that consumer credit is

Lass Statement is
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Fact Finding in California

Radio commentator reports factory employment and ‘wages in California conﬁnu.e ! but
it ? Says farm income has also increased, but tax burden is “frightening,” and

people are

resistance is apparent.

By HENRY J. TAYLOR*

beginning to show resentment

to rise, but price-

to it

i ia i the third largest State in the Union, exceeded in population only by
P Periyvania Con(giitions here are fairly typical of much I've learned dur-

New York and Pennsylvania.
ing this fact-finding trip. So 1

et’s take a look into the grass roots of this part

of the full

picture in -
Your Land —
.and Mine.
Employ-
ment in Cali-
forniafac-
tories  this
June was 2%
higher than it
was last June,
and 52% high-
er than in
1940, That
means that
half again as
many: people
are - working
as worked be-
fore the war,
A shipyard worker, with whom
I ‘was  talking yesterday, said,
“Last year I thought I'd be idle
this time, this year. ~But I'm
still working.” However, this isn’t
the picture out in the Western
mining couniry I've visited. “As a
matter of fact, it isn’t the picture
in Hollywood either. Both the min=
ing industries and the film'indus-
try not only employ fewer people
than they did this time last year
but, as compared to an average
5929 increase in California, these
two industries’ employ fewer
people today than they did in
1940.

Wages Continue to Rise

Wages of California workers
continue to rise, in about the same
pattern followed across the'con-
tinent, but at a higher range. The
average hourly wage for factory
workers in - California  reached
$1.52 in May, compared with a
national average of $1.30 per hour
across our land.

But price resistance is clearly
being encountered in many mar-
kets, The sale of houses is, on
the whole, lagging—although the
sales figures show an over-all in-
crease, because; there . are -more
finished houses on the market to
be sold. Price-resistance is never=
theless making - itself felt.. - For
example, driving south from the
Oregon line to San Franciseo, I
saw a 17-year-old house that had

' been- offered for sale at $21,000.
That seemed a terrific.price to me.
PFventually the price was cut. But
the house still isn’t sold—like a
lot of other houses around here,
built: at such high cost that they
have priced -themselves right out
-of the-market. .

Henry J. Taylor ’

‘Price-Resistance Apparent
Other evidences of:price-resist-
ance are beginning to show. up.
You can go into'the butcher shops:
here and See, in ‘operation, the
s@-called meat-boycott ‘which has
been so widely publicized. Price~
resistance is apparent as well in
heusehold. furnishings and: cloth-
ing. Sales of both these important
items throughout the state of Cali-
fornia are 25% lower-than in-the

remaining very high.

- That's the problem that arises
when production costs are high.
Any article, any -product, any

business or ‘any industry facing
high costs—and needing to recov-
er these costs in its prices, in order
to stay in business at all—can
“price itself right out of the mar-
ket. That's bad for everybody.
‘When higher ‘wages have this re-
sult they act like a boomerang and
hurt the very people they are sup-
,posed to help the most,

#A radio broadcast by Mr. Tay-

California farm income has in-
creased about 2% over: 1947—al-
lowing for the drop in citrus fruit
prices; which are off, About 10%
of California’s gigantic fruit crop
will be left to rot because of
marketing costs and taxes.

The burden the Federal tax puts
on each state across our country
seems practically unbelievable as
you count up the facts, state by
state. To get the picture clearly,
forget our whole country—forget
the state of California. 1t’s easier
to see the size of something if that

something isn’t too big. So take

the effect of Federal taxes on the
people in just one county—this
county, Los Angeles County,

Tax Burden Frightening
Last year, the cost of Federal
Government in Washington, D. C,,
to the men and women taxpayers
in Los Angeles County alone, was
$1,429,000,000. Let me repeat that,
because ' it’s so important. - The
people in this one county—living
here, working here, trying to save
something for themselves—paid
out last year, to -support the
(Continued on page 38)

Farmers, Fishermen and Inventors

By ROGER W. BABSON

Mr. Babson, commenting on increasing need of larger food suppl_ies
and decline of per capita productivity of earth because of erosion
and decrease in fertility, sees ocean and its products as hope and

salvation of mankind.

ventors. : What about teachers,
Well, if they make people more use
and more useful fishermen, they a

Wants fishing industry along with farmers
and inventors subsidized. '

The most useful people-today are farmers,
preachers, writers,
ful farmers, more useful inventors,
1so ‘are patriotic citizens.  If, how-

fishermen and in-
etc., you may ask.

ever, they
merely
make people
dissatisfied
with present
conditions and
makethem
greater spend-
ers and wast-
ers, then they
are doing
more harm
than good.
Robert M.
Hutchins,
Chancellor of
Chicago -Uni-
versity, says:
“Americans
have never. had to be intelligent.
America has ‘grown rich ;and,
strong. not: because of its system:
of “education; but in spite of it."
Only a country. with great na-
tural resources could survive our
educational :system so- lacking in
logic-and ultimate aim.”

Roger Babson

Why Protect-the Farmers?

- The present increase in popula-
tion demands a -constant increase
in food production, -or.the world
will ‘'starve. The per. capita pro-
ductivity of ‘the earth is failing
rapidly. In fact, my friend H. S.
Richland of = Maitland, Florida,
claims, ‘“‘so-called scientific agri-
culture is not solving the prob-
lem; in fact, its renfedies aggra-
vate the illness.. ‘There has-been
a greater loss, of-productive  soil,
in the last. few. decades through
cultivation than the accumulated
loss of all previous time. Chemical
farming  is not . the answer; it
does not offset large crop diseases
and insect pests. : !

Furthermore, DDT and other
sprays are Kkilling off honeybees,
lady beetles, mantis, as well as
birds, toads, spiders, etc., which
have heretofore protected us from
insects. It is dangerous enough to
depend upon the soil for food but,
as it 'is now being used for rais-
ing industrial products, the situa-
tion becomes far more serious.
We are fast approaching a. time
when a newsboy and mailman
must collectan  old paper and
magazine in-order to leave a new
one,.and “‘when the sales tax will
be assessed “on ‘whatwe waste
rather than ‘on what we buy.
Hence, ‘we must. give every en-
couragement ‘to the farmer, for-
ester and gardener.

lor, Aug. 20, 1948.
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.cities:

soil erosion, we should remember
that this soil with its -minerals
and vitamins ‘has been' washed
down the little streams. and large
rivers into the ocean. Hence,
while the 'soils have been getting
poorer, the oceans have:-been get-
ting richer. This means that while
grains, vegetables, cattle, poultry,
eggs, etc.,, raised on the  soil
without special prepared food; are
constantly becoming - less ‘nutri-

tious, the fish- and other ocean|.

products- -are - constantly ggtting
richer in minerals and vitamins.

The washing of the soil can be
prevented by contour  plowing;
and by returning to the soil all of
the crop excepting the' portion
which goes down :the sewers ‘of:

ever -that.over 12,000,000 people
live in Greater' New York, ‘and
25,000,000 live “in ‘other'.large
cities and. . their. -metropolitan
areas, this adds up to over a quar<
ter of our population.:Most - of
their - waste  -goes' down sewers
ultimately into the ocean. Hence,
my appeal that the fishing indus+
try deserves as much protection
and ‘government  subsidy: .as the
farming industry. - In ‘fact, " the
ocean and  its ‘products are the
hope and salvation . of . mankind
along with' religion and educa-
tion, ; Sl de i
Why Protect Inventors?
Outside - of :the :bare  necessities
of food; clothing:and’shelter, as
enjoyed by the humblest original
settlers, - -everything - :we  have
worthwhile, from a needle to'a
harvesting ‘machine;:-we: owe to
inventors. - Labor ‘leaders ‘claim
that today’s- better- standard ~of
living has come  from -increased
union’ ‘wages, but this-is alie.
The - increased ‘standard, of living
enjoyed by wageworkers today is

-due to new inventions, new proc-
esses, and new  products, It is

true that labor unions. may.have

forced employers ‘to encourage |1V

and finance inventors; but with
the same'inventions as we -have
today, wageworkers would be just
as well off if there had been no
such = a‘ thing < as ‘labor - unions
Hence, I appeal. for® government
subsidy. for inventors, - including
necessary ~ funds -for” financing
worthwhile - inventions, and that
rich  corporations, - be ~prevented.
from ‘buying up.-and ‘smothering

inventions to protect -their own]

When we are ‘moaning about

obsolete plants and ‘machinery. .

‘| continue on .the old commission®

When you consider, how=|.

" | issues which have paid dividends

By JOHN

by NASD should be entirely eli

by the NASD with the consent of
some 200%.

The Injustice of the
Five Percent Spread

DALTON

Writer suggests, in view of rise in living costs and increased oper-
ating expenses, 5% spread, at first suggested and “really adopted™

minated. - Cites recent increased

Stock Exchange commissions.
Since the 5% spread was first ‘“suggested,” but really adopted,

the SEC, living costs have risen

In view of this the members of the New York Stock
Exchange, some time ago, decidéd that it was quite impossible to

basis with the result that thetr
commissions were increased. How-
ever, no consideration has been
given, in any way, to help over-
the-counter firms meet this situa-
tion, . In  this writer’s opinion,
and in the opinion of many others
he has talked with, the 5% spread |
should be eliminated and at once.
It should be taken into consider-
ation: that those engaged in the
over-the-counter business, who|
are not members of any Exchange,
have 'to depend on the retail end
of - securities business alone for
their existence which is extreme-
1y difficult under the 5% spread.
In fact, if this 5% spread ‘were
broken down, it is doubtful; in
this writer’s opinion, if it would
show a net of 2% and may be
much less. This, of course, would
be .slightly more in some cases
and less in others. . \
The over-the-counter business
has operated for many, many

years without any set rule of com~
mission or mark-ups. " It is a busi~
ness in which no set rule can be
made - for there are so many
thousands of different kinds of se~
curities trade in and sold, It is
also a business which, in many in-
stances, requires expert knowl-
edge of salesmanship, the ability
to locate, and sometimes origi—
nate, markets for certain securi-
ties.. Expert knowledge of sta—
tistical facts and last but far frome
least it is doubtful if there are
any more lines of business where:
so much hard work is done for so
little commission or profit.

It is a great injustice to the en~
tire over-the-counter business if
the so-called “ethical” 5% spread
is continued. It should be entire—
ly eliminated if the cost of liv—
ing and the cost of business oper—
ations are to be met which, of
course, cannot be under present
conditions.

to send interested parties

Dealer-Broker Investment
" Recommendations and Literature .

It is understood that the firms mentioned will be pleased

the following literature:

"Cigarette Company Stocks —
Analysis—H. Hentz & Co., 60 Bea-
ver Street, New York 4, N.Y,

City of Philadelphia Bonds—
Valuation and Appraisal—Stroud
& Co., Inc, 123 South Broad
Street, Philadelphia 9, Pa.

Also available are a valuation
and’ appraisal of Railroad Equip-
ment Certificates and price-earn=
ings’ ratios and. yields:on 123
Public: Utility common stocks.

Comment—Leaflet of comments
on ‘current situation—Hannaford
& ‘Talbot, 519 California Street,
San Franciséo 4, Calif.

Convertible Preferreds—UList of
Interesting Issues—Eastman, Dil-

York 5, N.Y. :

‘ ‘Also - available is a leaflet of
Railroad news, and an-analysis of
R, J. Reynolds Tobacco Company.

“Dividend Graybeards—List of

in -every year without' interrup-
‘tion for 31 'or more years—Peter
P.-McDermott ' & Co., 44 Wall
Street, New York 5, N. Y. :

‘Fire Insurance .Stocks—Analy-
sis-of stocks as investment insur-
'ance—Carter H.' Harrison. & :Co,
The Rookery, Chicago, Il

Leading Banks and Trust Com-
panies of Northern New Jersey—
Semi-annual -comparative tabula-
tion—Parker & Weissenborn, Inc.,
24 Commerce Street, Newark, 2,
N.J.

Market Letter—Monthly  mar-
ket letter- analyzing the current
situation and listing. interest is-
sues for speculation and income—
Goodbody ‘& Co., 115 Broadway,
New ‘York 6. N.Y. -

Also “available are leaflets on
Federal Water & Gas Corp.;. Chi-
cago, Indianapolis = & Louisville;
St. Louis-San Francisco; Minne-
anolis, 'St. Paul ‘& Saulte  Ste.
Marie; Oils, and a market re-

search item on Strathers Weﬂs
Cor‘p.

Rayon—Analysis of the indus-
try as an investment for the fu-
ture—Estabrook ‘& Co., 15 State
Street, Boston 1, Mass.

Contained in the. analysis are
brief analyses of American Vis-
cose Corp.; Celanese Corporation
of America, and Industrial Rayorm

Corp. . 4

Railroad Developments — Leaf~
let—Vilas ‘& Hickey, 49 Wall
Street, New Yeork 5, N. Y.

Soft Drink Industry—History of
the beverage business and growth
possibilities—Henry ‘P.  Rosenfeld
Co., 37 Wall :Street, New York 5,

lon & Co., 15 Broad Street, New|N. Y.

‘Also available is a -descriptive:
circular on the-Red Rock-Bottlin,
Company of Cleveland. ; 5

Textiles — Circular — Baker,
Weeks & Harden, 1 Wall Street,
New York 5, N, Y. A il

* . ®

American Furniture—Report—
Strauss Bros., Inec.,” 32 ‘Broadway,
New York 6, N. Y, ey

Also "available -are  reports:om
Shepard Niles :Crane &' "Hoist
Corp:; Nathan Straus Duparquet;
Gisholt Machine;' Whiting , Corpo-
ration; The - Upson  Company;
Clearing ‘ Machine, and ‘Méhaw
Rubber Company. .

“American Gas & Electric, Ce.—
Analysis- in-current issue ‘iof
“Fortnightly Market and Business
Survey’’—E. F. Hutton &:Ca., 6L
Broadway, New York 6, N. Y.

In the same issue .are!;disecus—
sions of ‘Kennecott Copper Corp.;
American Cyanamid; and alist of
25 Quality Stocks. .. )

Anaconda : Copper — Memoran-
dum—Bache & Co., 36 Wall Streef,
New .York 5, N.Y, . Cary

Also available is information on.
Pure 0Qil;; Ruberoid :Company;z

‘Harbison W a l'k e r Refractories;

(Continued on page 39) .- ._
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Federal Money for South!|

By HENRY A. WALLACE*

Candidate for President, Progressive Party

Third Parfy Presidential Candidate; in first campaign speech in
South, proposes Federal Government grant $1 billion annually for
four years to aid South’s industry and agriculture. | Says he will
end “outside interference in Southern affairs” and accuses both
Republicans and Démocrats of being controlled by vested interests,

bitterly opposed to sound : Southern developments.

Attacks

Truman-Dewey policy of militarism, with- key Government posts
~turned over to “men of Wall Street.” oy
1 want to talk on this tour of the future of the South, And North

Carolinia is a fitting place to begin. Tirst in the South in industry and
second only to vast Texas in agriculture, this state has shown that the

people of the South

. parts . of: 'the
country,

In the value
of  industrial
and farm
Production
per ' person,
North . Caro-
lina is well
above the na-
tional aver-
age, But, as
in every .
Southern
State, the
people of -
Neorth = Caro-
lina receive
only a tithe
of the fruits of their labor,. Here
3s the measure of the robbery of
Southern labor and agriculture.
Last year the average income in
North Carolina was less than $900
—in the whole country-the aver-
age was more than $1,300.

‘In. that simple fact lies the
problem of the South. The people
of the South know how to plan
their future—if they 'are helped
by mnational policies designed to
solve that basic problem,

~There must be planning on ‘a
regional scale, embracing all of
the South’s resources and skills.
It cannot stop with the lumber
{rom the tree and the pipe from
the foundry—but must unite these
products in good Southern homes
and cities. It cannot stop at pro-
viding raw materials for industry
outside the South. = It must carry
on to using Southern materials in
produetion of those goods needed
by folks in the cities and on the
farms. It cannot stop with ad-
vaneing - agricultural - production,
but must insure the supply . of
the vital foodstuffs needed by all
the people.

1 The people want a larger, bet-
iter balanced industry. The people
want a prosperous agriculture, The
South wants to own its industries
and farms and its people are de-
termined to enjoy the full fruits
of their labors,

I, and the Progressive Party
which I represent, are determined
to bring about those national
policies which will permit you to
accomplish: your own dynamic
plans for the South.

Federal Advance of $1 Billion

1 A Year

1 propose that the Federal Gov-
ernment advance a billion dollars
a year for four years to aid
Southern ' industry and agricul-
ture. And this should be in addi-
tion to Federal aid for schools,
hospitals, homes, health and social
security.
© Half of this billion will go for
industry. It will be used not. to
repeat the pattern of low: wages
for Southern workers and ' high
profits for Northern owners—we
propose no Truman Doctrine to
prop Southern reaction. It will
be used to build factories planned,
owned . and. -controlled in the
South and paying high ' wages.
And. it will be used to help the
South' build homes and machines
- ~t0. make' - the 'vast ‘variety of
£oods- for’ which- it has- the: re-

Henry A. Wallace

*An address by Mr. Wallace at

-know,

can produce every bit as well as people in other

sources and human skills. It will
be used to supply the good things
of life to the people of the South.
.+ The other half of the billion
per year would go to agriculture
This part would be used to help
the honest and industrious South-
ern farmer establish a‘sound and
solvent agriculture,’' It would
bring good living to' himself and
his family and bring needed food-
stuffs to city dinner tables. -

It is no handout I propose.
There is a simple method to fi-
nance it — ‘and the returns in
increased = production, in health
and happiness will repay the in-
vestment over a few years.

Each year billions, literally bil-
lions of dollars of profits® are
drained from Southern labor in
field and factory by ‘large cor-
porations owned by wealthy and
powerful men who' reside else=
where, :

We Progressives propose  only
that - the Federal' ‘Government,
through taxation of: these riches,
return to the people of the South
a part of the stolen fruits of their
toil and sweat.

The people of the South proved
during the time of the New Deal
and Franklin Roosevelt that they
make good use of funds advanced
by the Federal Government. And,
may I add, they proved that when
you make a loan on fair terms
to a Southern farmer for improv-
ing his farm-—that loan will be
repaid, I am confident that the
people of the South will get more
benefit from a billiont dollars ad-
vanced in this manner tham the
people of Europe are getting from
$10 billion of political handouts
under the wasteful foreign pro-
grams of the bipartisans.

Nor do I make my proposal un-
selfishly. I know that the farms
and factories of Towa and Mich-
igan and New York will sell more
to a high income South than to
an impoverished South.  And I
as. thinking ' Americans
have known for a long time, that
the advance of our whole country
will be seriously. hampered so
long as the South lags behind in
living standards and economic
status..

I do not propose that the Fed-
eral Government advance a bil-
lion dollars a year to establish
outside bureaucratic interference
in Southern affairs as the bi-
partisans  interfere in the affairs
of Europe and Asia.

Qutside Interests in- Southern
Affairs .

I propose this measure as part
of a program to end—once and for
all—outside interference in South-
ern affairs,

You know better 'than I that
the crops of Carolina - tobacco
farmers are bought up in unequal
bargaining by a giant monopoly
owned outside the state, I don’t
have to. tell you the principal tex-
tile, power, and financial interests
of your state are controlled by
corporate ‘carpetbaggers with the
central vower in Wall Street. -

Nor is'it a secret that the main
props of the old party' political
machines ‘are’the very same out-
side controlled. -textile, ‘tobacco;
LR (Continued on' page: 32)

0 Labor-Manage

By MAURICE J. TOBIN*
Secretary of Labor

ment Must Aveid Depression

Labor- official asserts do-nothing policy of Eightieth Congress puts respohsibflity on private industry and

labor _for warding’ off anothel: depression.  Declares workers are not getting their fair share of profits;
and since abandom.nent of -price controls, wages have lagged behind prices. =Urges unions to cooper-
ate with management to increase productivity, to improve standard of living.

- I'am deeply aware of the honor that President Truman ccnferrcd upon ‘me in ap-
pointing me to be a member of his Cabinet. In accepting the post of Secretary of Labor, I

am dedicating myself to
the welfare of

devote all of my energies to fostering, promoting and developing

the wage-
earners of the
United States.

(It is -a big
job. And an
important one,
not only ‘from
tne standpoint
of t'h e
wage - earn-
ers, but also
from  ‘the
standpoint ' of’
the . strength,
prosperiiy,
and economic
stability of = Maurice J. Tobin
the whole Nation,

One example of the kind of
services rendered by the Depart-
ment is the survey of the economic
status ‘of radio- artists' which is
now being made by the Bureau of
Labor 'Statistics.  The American
Federation of Radio Artists came
to the Bureau and said  they
needed information on the amount
of unemployment and  part-time
employment of radio artists, and
their income from the radio in-
dustry and’ from work 'in other
fields of entertainment. At the
same time . the -Veterans Admin-
istration asked the Occupational
Outlook Service of the Bureau for
information: on the.  occupations
and employment. opportunities in
radio for use in the vocational
guidance of veterans. A survey
was planned in: consultation with
AFRA and others with close
knowledge of the industry. Many
of the members of this audience
know 'directly about this survey
because they. helped us by fill-
ing out the questionnaire. We got
excellent cooperation from the
members of the AFRA in Boston.
These responses are now being
tabulated and a report will be
prepared presenting for the first
time a comprehensive picture of
the economic status of radio
artists. \

New England’s record for good
labor-management relations is
outstanding. -

Labor and management in this
area have exhibited maturity,
mutual respect and a clear under-
standing of their responsibilities
to the public in their dealings
with each other. '

Together; in ~war and peace,
they have by common:  effort
helped  to . give this.  country

b

#“An address by Secretary Tobin
at Annual Convention of Ameri-
can Federation of RadioArtists,
Boston, Mass., Aug. 27,

l | L0 make democracy ‘and lasting

“{and their :employers ' different |
| than elsewhere.

It's: just that in New England |}
we've becorne skilled in the art |-

supremacy on the battlefield and a
position of leadership in the effort

peace _a . reality throughout the
world. I do not believe that New
England’s fine record for peaceful
industrial relations is due to.the
fact we are different than people
in other . parts of the country.
Neither are the issues and prob-
lems confronting wage-earners

of collective bargaining because
we’ve had so° many more years
practice. :

| Journeymen and. their employ-
ers, who were the skilled artisans,
in Colonial days joined together'
in benevolent societies whose pri- |
mary purpose’ was to provide
members and their families. with
financ.al assistance in the even
of injury, serious illness or death

Early Market Expansion
However, when the Americar

market began to expand after the
Revolution, buying and  selling
became the specialized = functior
of. “merchant  capitalists.”  The
efforts of the merchant capitalists
to: buy at. the lowest poss.ble
prices were at: first resisted to-
gether by journeymen and theis
employers, })

However, - the | forces . of com-
petition slowly separated their in-
terests. Employers, in order {tc
survive, had to produce goods
cheaply and in -quantity.: The
journeyman’s concern had-to’ be
that of maintaining his skills: and
wages.

As the result of these economic
forces, such crafts as carpenters
shoemakers, - and typographers
formed craft unions: in ' Boston.
New York, and Philadelphia.

In addition to the welfare ac:
tivities, their aims included higher
wages, - minimum ' rates of pay.
shorter hours, enforcement of ap-
prenticeship - regulations and' ex-
clusive union hiring, later to be-
come known as the closed shop.

Thus the aims and purposes of
American trade unionism, and the
basis for our present day system
of free collective bargaining; werc
established in New England:

Employers and employees have
by the method of direct negotia-
tion, been able to establish mutu-
ally advantageous and amicable
relationships.

New England in general and
Massachusetts in particular are

T . ]

union-minded and possessed of a
keen and vital social consciousness.
In 1842, Chief Just.ce Shaw of the-
Massachusetts Supreme Court re-

versed : the ' ruling 'made 'in the '

cordwainer .conspiracy cases of '
18C3. and held 'that unions 'were:
per se legal organizations and not
a conspiracy.

He also ruled.that a strike for
a closed shop was legal—but, re-
member that was 100 years before
the passage of the Taft-Hartley
aw s

Massachusetts was  ‘the ' first
State to 'pass ' a minimum wage !
law. This law, enacted in' 1912;
applied to women and children.
Our State of**Massachusetts was '
the first to establish a Department
of Labor.

' Here in New.England we know
how important trade unionism,
social ‘and labor legislation, ‘and
free collective bargaining are to
our democratic institutions of pri- -
vate property and a free competi-
tive economy.

Roosevelt Followed New England
Pattern

I doubt whether either  would
be in existence today if President
Roosevelt hadn’t the courage, and
the popular - support,; to advance
his program' of labor and. social
reform; patterned after many de-
velopments along the same lines
in New England State legislation.

One doesn’t need a long memory:
to remember things as they were
in 1933. President Roosevelt took
over in the depths of the world’s
worst -depression, brought on by
13 years of the open-shop, wage=
cutting, union busting, and eco-
nomic do-nothing-ism.

Those unhappy, - despairing:
years between’1929 and 1933 must
never be forgotten lest we fall in-
to making the“same mistakes’that
brought misfortune upon us.

There is a great contrast. be-
tween conditions in 1933 and those
today, when we are reaping the
benefits of a program of progres-
sive, humanitarian legislation,

In 1933, union membership had
dropped 'to 2,857,000. Today it
exceeds 15% million, ;

In 1933, with a labor force of
51,840,000, - there+were only 38,-
750,000 persons ' employed, = Un-
employment had reached the all-
time' high of <12,830,000. . Today,
with a labor force of 64 million,
employment exceeds 61% million,
and unemployment is at an all-
time low of 2,184,000. Most of the

(Continued on page.34)

The Long-Bell
Lumber Company

(A Missouri Corporation Chartered in 1884)
COMMON STOCK

Thereased Earnings and Timber Re-
serves indicate more liberal dividend
payments,

Six months ended June 30, 1948, net:
per share $3.31 compares with $3.00
for the 1947 period,

Full detailed information available
upon request.

- Approximate Price 1915

COMSTOCK & CO.

CHICAGO 4, ILL, i
231 So. LaSalle St. - Dearborn 1501

: "Tel‘et'ype (;G 955

3

: Chicago New Yori:
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Minneapolis Gas Company

Common -Stock

BOUGHT — SOLD — QUOTED
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AR S

ooy bty e vy

< ¢ i Purham;j N, 'C., on"Aug] 29,"1948,

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




10 (906)

THE COMMERCIAL & FINANCIAL CHRONICLE

Thursday, September 2, 1945

Paget Sound Power & Light Co,
Maryland Drydock

(Reports on' Request)

Kent-Moore Organization, Inc,
(Prospectus Available)

BUCKLEY SECURITIES
CORPORATION

1420 Walnut St. 44 Wall Street
Philadelphia 2 New York 5
PEanypacker 5-5976 W Hitehall 3-7253

Private Wire System belween "
Philadelphia, New York and Los Angeles

Philadelphia -
Stocks

Philadelphia Transportation Co,
3-6s 2039, Pfd. & Common

H. N. NASH& CO.

1421 Chestnut. Street, Philadelphia 2 °
Phila. Phone New York Phonge
‘Locust 7-1477, WHitehall 4-2400

: Teletype PH 257

‘Bank & Insurance |

American La France.
Atlantic City Electric

Dayten Malleable Iron
Gisholt Machine
Kearney & Trecker
Parker Appliancé
Stromberg-C'arlson
Wagner: Co.

H. M. Bylleshy & Company

PHILADELPHIA OFFICE

Teletyp
PH 73,

Telephone
Rittenhouse 6-3717

Botany Mills Com. & Pids. |

Stock Exchange Bldg., Phila. 2 |

Cambridge Bldg. 3s 1953

1500 Walnut St. 6-1950

Pittsburgh Hotels 5-1967
Altoona & Logan Vy. EL Rwy.

Common
Bankers S':curities Pfd.
South Jersey Gas Common

Samuel K. Phillips & Co.

Members Philadelphia Stock Exchange

Packard Bldg., Philadelphia 2
Teletype N. Y. Phone
PH 375 COrtlandt 7-6814

*Atlantic City Elec. Com.
Merchants Distilling Com.
Nor. Ind. Pub. Sery. Com.
Phila. Elec. Co. Common

*Offered only by praspectus
Bought—~Sold—Quoted

E. H. Rollins & Sons

Incorporated
PEnnypacker 5-0100
1528 Walnut St., Philadelphia 2.
New York Boston Chicago
San. Francisco

Roberts & Mander Commeon |

Pennsylvania Brevities
P.T.C. Adjusts Fares and Schedules

PHILADELPHIA-—Yielding to  pressure

of public opinion and

the coordinated efforts of various civic groups, Philadelphia Trans-

portation’ Co: has announced a’ reduction- in

fares to. school childrexn

effective Sept. 1. It is estimated that new fares will save 25 cents

a week for each of approximately
61,000 pupils commuting to school
via P.T.C. facilities. Cost to'the
company in reduced revenues will
be about $550,000 per year.

In order to confine the benefits

1to those entitled to receive  theif,

books of tickets will be distrib-
uted - to- the schools and sold by
the schools to the children.
Intimations that P.T.C. might
" soon file: for a.third round of
" fare increases haye ‘brought
prompt objection - ‘from - city
council. Increases granted last
. March:21 were the second in 14
menths. . Charles  J. Pommer,
Recorder of Deeds, one of five
municipal directors. of B.I.C.,
- insists that “unless the firm can

| show--that it is:losing a cen-

siderable - amount of money,”
he will vigorously oppoese an;
» plan fo raise fares. ;
~Charles E, Ebert; President o

. the-transit company, stated that-

still-rising expenses are making
serious’ inroads on income re-

, turn and that P.T.C. may have

"'to petition the Public Utililies
Commission for another fare

| rise; —-or reduce: service and

maintenance. .
Without renouncing the poten-

['tial necessity of filing an -in-
| ereased fare- schedule, last Mon-
| day the company issued a state-

ment. covering changes in transit
sgrvice to become effective Sept.
12,

The statement says: *“Transit
riding . in virtually all cities
throughout the United States is
lower than last year — the aver-
age decline for companiés serving
areas of over 1,000,000 population
being more than 5%. This is' the
result of several factors, including
an increase in the number of
automobiles in use, a substantial
fall in Saturday riding following
more widespread observance of
the  5-day ‘week, and losses in
traffic after rate increases.. Pas-

sengers - this year on the R.T.C.|.

system are about 5% ‘less than’
last year, and the new schedules
therefore require the operation of
about 3% less mileage -than the
fall schedules of 1947.”
The company’s statement
. points .out that. such schedule
changes ~are regularly - made
each spring and fall by all
transit .companies to adjust to
i increases or decreases in riding
volume, that they are not an
economy ‘measure and that they

. ‘have been carefully prepared to

provide adequate service on all
lines.

Company adds that since 1940

. it .has placed in service more .
Richmond Cedar-Wks. Com, ||

than 1,500 modern streetears,
buses and: trackless:trolieys at a
cost of $22,700,000. Duyring this:
same. period, company has es-
tablished 16, new routes, ex-'
tended 40 existing routes, built’
modern . terminals and made:
numerous. other service changes:
which have greatly improved.
Philadelphia’s  transit facilities.

Lehigh Valley Transit Plan =
Approyed :

Thé' 'Securities and :Exchang
Commission has petitioned the U.
S. Distriet Court in Philadelphia
to order inte effect the -recapi-
talization plan of Lehigh Valley
Transit Co., National Power &
Light Co. subsidiary. ;

Holders of Transit's: $4,915,000
ref. 5s, 1960, will have the option
of receiving par and accrued in-
terest in cash or of accepting part

“of their claim in shares of Penn-

sylvania Power & Light Co.
ferred.
Plan proyides for payment at’
$90 per share of Transit’s pub-:
licly-held 5% preferred, par $50.

pre-

. Balance of the preferred, held .

by National Power & Light, will‘
be retired by exchange into
545,610 shares new Transit .com-
mon, This will be distributed:to
National’s stockholders onthe
basis of 1/10 share new Transit
common for-each share National
Power & Light.

Pittsburgh Railways Co.
Firms and individuals inter-

ested in the present status of the|,

Pittsburgh Railways Co.. system
reorganization, including a resume
of step-by-step developments from
1942 to date, are referred to the
company’'s annual statement, re-
leased under date of Aug. 18.
Copies may be obtained from W.
D. George, Trustee, 435 Sixth
Ave., Pittsburgh.

Alan Wood Steel Co.
Drexel & Co., Philadelphia,
wiil head a group to offer new
securities, of Alan' Wood Steel
Co. to the public. John T. Whit-
ing, President, recently -an-
nounced that the company plans
to install a 30-inch hot roll mill
Fat its | Conshohocken, Penn.,
plant at a cost of approximately.
$8,900,000. - The new unit will
i enable the company to reduce
..genversion costs and expand. its

line of finished products.

Alan Wood’s present capitali-
zation, following a reclassifica-
tion early this year, consists of
70,363 shares 59%. preferred, par.
100, and. 483,662 shares common-
stock, par $10. The new: financ-:

_Tradinz Department Active in

. Western Pennsylvania
Issues

Direct Wire to New York City

| CHAPLIN ano COMPANY

: Members

1 N, ¥, Stock Exch. Pitts. Stock Exch,

: New York Curb Exch. (Assge.) @ 1!

. 10th Floor, Peoples Bk. Bldg, 61 Broadway

.i PITTSBURGH 22,PA, NEW YORK, N, T.
Grant 3900 WHitehall 3-4000

i
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: .. Valuation rau'c.} Appraisal .. .
RAILROAD EQUIPMENT CERTIFICATES :

Valuation ah:d Appraisal
CITY OF PHILADELPHIA BONDS

7 Price-Earnings Ratios and Yields on
123 Public Utility Common Stocks..

. Pittsburgh |

Copies on Request

- STROUD &

. : Incor‘p‘orated
123 SO. BROAD STREET“
i " PHILADELPHIA 9, PA..

COMPANY

:-120 BROADWAY"" " -
NEW YORK 5,N. Y,
WOrth 4-8400.
Lancaster. - - Scranton -

ing - will . consist . of $6,300,000..
first - mortgage 'bonds of 1963.
Balance of funds necessary for,
construction : of -the new mill
will: be : taken from - working
“eapital. ..

I Penna. Power & Light Co.
“,Registration of 316,863 shares of
Pennsylyania: Power & Light Co.
common stock has been filed with
tl}e Pennsylvania Public - Utility
Commission. . Proceeds, together
with  other: cash,’ will be used to

defray "c.om pan y's’$100,000,000,
construction * program : over ' the:|:
next three years.: New gas tariffs|’
which it -is estimated ' will add |’

$325,000 to annual gross revenues

Elmer Myers Joins -
Geo. B. Wallace & Go.

" Elmer E. Myers; recently with
B..W. Pizzini &. Co., Inc. and prior
to that for many years'in charge
of Sutro Brothers’ trading depart-
ment" became = associated ‘with
George B. Wallace & Co,, 15 Wil-
liam Street, New: York City, en’

were filed - to -become effective| I}

Nov. 1. % s
i . Budd. Company :
i Edward: 'G. Budd, Jr., Presi-
dent of Budd Co., reports a rec-:
ord: ‘net -of '$5,115,943, equal, to.
- 81.37 per-share, for the first six.
monibs - of 11948. . 'This . was.
- achieved. - in. spite. -of - increased

labor. and material costs, Aften’

a lapse of almost three years;
Budd  resumed common. stock
dividends last December. Since .
then. . three 10-cent dividends
have been paid, Mr: Budd states,
“we hope to continye te be able
to pay a common dividend each
quarter.” j

Pennsylvania Railroad
Sincelast:March, Pennsylvania.
Railroad has upped its improve=
ment . program. by - $59,700,000.
bringing its postwar program: to.

‘a total of $233,200,000, by far the
largest single - project of  better-|

menis -in its history. Gross and
net income continued to improve.
For the first seven months, road
reported net.income of $3,747,353,

| compared : with: a _deficit of $8,-

090,278 in the corresponding 1947
period. ;

Armétrong Cork Co.,

LANCASTER—H. W. Prentis,
Jr., President Armstrong Cork
Co., in a semi-annual statement
to stockholders, reperted that the
company attained the largest sales
volume in its history during the
first six months of 1948. Sales for
the period rose 28.6% over a year
ago to $87,496,711.

On a per common share basis,
net earnings for the six months
were $3.45, after preferred divi-
dends and after setting up a re-
serve of . $1,060,000,' This eom-
pares with $2.70 per share for
the 1947 ~‘period  without ' any
such reserve.

“Doc’" Williams
Comes Home

PHILADELPHIA, PA. — After
three years-as resident partner of
Kennedy & Co.’s branch office in
Du Bois, Penpa., George H. Wil-
liams, is back in .the home-office
in Philadelphia which he opened
in 1923. Always on the alert for
a laugh, “Doc” got one the day
he returned. -Joe Barnes, man-

|'ager of the trading department,

had senf out somé mailing matter
with- return envelopes enclosed. A

| reply was received from one G. A.
| Stetina, custom tailor, who, put the
| reverse English on Joe by ‘“offer-
| ing” him in advance Fall showing:
'of ' his. latest. styles and. fabrics.

There was 4 cents postage due on
the envelope. ™" .= ' " - 2

| Now Estes & Company, Inc.
| TOPEKA, KANS. — The firm:
| name . of Estes, Snyder & Co.,

Inc. has been changed to Estes &
Co.; Inc. There is ne change in

| personnel of the organization. On

Sept, 1 the firm moved to a. new

location at 112 W._SeVenth Street.

Dick to Acquire Phila.
Exchange Membership -
PHILADELPHIA, PA, - Lewis
C. Dick, President Lewis:C.: Dick
Co.;'1420 Walnut Street, is posted
for election. to membernship; on the

; Philadelphia Stock: Exchange.
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Elmer E. Myers

Sept. 1, 1948. 'In" this -new con-
nection he will resume the serv- .
icing ‘of out-of-town’ institutions:' -
and dealers paying particular at- -
tention to the development of at-
tractive situations for firms with:
retail distribution.: .

N. Y. Board of Trade
Appoints Proffitt . .

Made Chariman of Special Com-
mittee of Cooperation on Mone-.

tary Policies.

Dr. Edward J. W. Proffitt ‘was, ~
appointed Chairman of a Special
Committee = of .Cooperation “on.
‘Monetary Policies -by. John ' A.
Zellers, Chairman of the Inter-
national Trade . Section of the
New York Board of Trade." X

Following :the recent approvali .
by the Board’s International ,
Trade Section of a gold coin dol-
lar standard as a prerequisite to;
sound domestic and world trade, -
it is planned to organize through ;
this new committee for an ex-;
change of ideas with: civie groups:
in other sections of our country: -
for its realization. B

Colonel Proffitt was recently
awarded the honorary degree- of
Doctor of Science ' in Business.:
Administration- from his 'Alma
Mater, Bryant College,. of Provi=-:
dence, R. 1. . Colonel Proffitt, fol~..
lowing his service in the ‘Treas=-
ury Department. at Washington,’
has specialized: for: the past 10
years in the arbitraging of U. S.r
Government bonds for banks. in
New York City and State. '

Addison Wood Offcer

PHILADELPHIA, PA. — The,
Philadelphia National Bank rans:
nounces: the: appointment.of Ad~,
dison. 0. Wood as Assistant Vice-.
President. Mr, ‘Waeod-~ wilk: cover
the bank’s southern business. o

Municipal Bond Club of
Chicago fo Hold Outing

CHICAGO, ILL. — The Munici-.
pal ‘Bond: Club of Chicago! will!
hold its annual field day on Sep-:-
tember 17 at the Knollwood Coun-:
try "Club. 7 The outing. will, be
preceded on Sept. 16 by’ cxoclc-i
tails ‘and-- dinner at . the’ Kenil-.
worth Club. Mbag 2

Tt

. With Doremus & Co. -

Wwilliam H. Long, Jr,, President
of Doremus & Co., 120 Broadway,
New .York City, announces that
Pau) M. Winship has become asso=
ciated” with' the agency as an ‘ac-
count. . executive. . Mr.  Winship
was formerly with Merrill-Anders
son Co. in the: same: capacity,

v
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Costs m Socml Insurance

By JO BINGHAM*
Research Senior, Tax Foundation

e " Writer, after- a.na,lyzmg nature tnd costs of social in surance, maintains, under the present system, the
e T ! 1% costs, whetheriin initial tax payment. or -in. ultimate. discharge: of obhgauons, constitute demands lxpon
o b "¢ |1 current product. Holds burdsn. falls-on producers at large and is determined not only by extent of

' total output at any: given hme,xbut- by.ability and willingness of those whe do produce to share- wntb

¢

“ Vohinio 168 : o TSR0

“Namber 4730

I\‘VESTMENT TRADERS ASSOCIATION QF PHILADFLPIHA i

The ainual meeting and election of officers iand governers’ o6f

the Investment Traders: AS:OClatlon of Phlladelphxa w111 be hcld =

f

iits, er- ulti-
mate-cost:
Therefore,» to -+
reckon with

; ‘the whole; it

BeET nebessary to:

'_ William Raffel Wallqc% H.! Runyam " 1"+ 4 Harry Fahn‘i:ij el

determine
‘who  pays for
it first cand:
last. ' Who pays |
the "initial
cost 1§ the in-
‘tidence of 'the
tax. Who pays
for ‘the ulti-
‘Inate “benefits. -
is;.the 'real
cost burden.
eIt is: peeu-
'llarly fitting that pause. for cost
conslderatlon be taken-at this tinje

wJe Bingham '

when’ Britain’ has ' just, embarked
-on « her t cradle-to-grave, m-sxc]t-
ness -'and - health, security  pro-
gram. July 1, 1948 was the effect-

soliver date. for British-promises fo
"} pay-her men, women, and childrqn

.| the most. comprehensive socjal se-

i ; : 3 -
S/ K. Phillips, Jr. N. H. |Parkes, Jr. Jobhn F. Weller

Fuday, September 17, at Palumbo s Cafe. The, busmess pneetmg wilk
be followed by cocktails and dinner.

The rominating committee, headed by William Z: Suplee, Suplee,
Yeatman .& Co., has presented the following slater = -

For Pleﬂdent William Raffel, Raffel & Co.,
Runyan, Graham, Parsens & Ca.

For First Vice-President: Harry H. Fahrig; Jr., Reynolas & Co.,
2nd Samuel K. Phillips, Jr., Samuel K. Phillips & Co.

For Second Vice- Presldent Newton H. Parkes, Jr.,
Co., and John F. Weller, Buckley Brothers.’

Foy ._euctms lames B. McFarland, 3rd, -H. .M. Byllesby & Cb.
Foi Treasurer: Albert Fenstermacher, M. M. Freeman & Co.
For Gratuily Fund trustee: George.J. Muller Janaey & €o.

A maximum of eight \acanmes on.the Board of Govemms will
be filled from a panel of 24 nominees,

SECURITY TRADERS TO HOLD OUTING

: The Security Traders Association’of New York, Inc: will hold-its
Summer Outing and Dinner on Friday, Sept.. 10; 1948 at-the: New,
York - Athletic Club Travers ISland New Yo1k John J. O Kane
President, announced.

Arnold J. Wechsler, ‘of Ogden Wechsler. & Co, is Chalrman of
the Arrangemeénts Commlttee and-has planned a very: comprehensive
program, Joseph Eagan of F. C, Masterson & Co. and Joseph Cabble
of Abraham & Co. are in charge of the Soft-Ball teams. .-/

Jerry Kane of Luckhurst & Co: and Ted” Plumridge of J. Arthur
Warner & Co. are’in charge: of the Gold Tournament. Larry - Wren
of Allen & Co. and Frank McCall-of Green & Co: aré €o-~Chairmen’
of Horse Shoe Pitching ‘and: other no-contaet sports. ;

Many novel prize contests iwill fill out a very busy - day and
numerous door-prizes will-be awarded, | |
L Okhe(ri' Comfr{mgttee Chdn:fmen are Tom: Greenberg of C E Unter«

erg, Andrew evens, o; Bond & Goodwm an Leshe ble
G. A. Saxton & Co. g Bar 5 T

John' J, O’Kane of John J OKane & Co. ls Presxdent of the

Securxty Traders- Assoctatxon of New York Inc .

and Wallace H.

Bioren &

AF. Goeing Top in-
Execulive Program -,

» CHICAGO; TLL.~~Arthur Frank
Goemgt investment :analyst -with
'John Nuveen & Co. and former
lieutenant - commander on  the
Northwest © Sea -Frontier, ‘is- top
‘man -in “the: University of " Chi-|
cago’s fourth Executive Program.

,Bache & Co. ﬂpenmg
| Office-in Wheeling

- WHEELING, ‘W.. VA, »—Bache &
Co one of the nation’s oldest se-
curlty and commodxty brokerage
firms, * 'Sept. "1, opened a. new
branch office, m Wheelmg,(West
Virginia; -~ *

-The- new. offue whlch wnll be

With ‘a. near. perfect: record..of
12 A’s,and two B’s, Goeing, 2-1934

5 Unlver51ty of Chicago honor* grad-

; ," ‘gree- in ! businéss ;administfation
¢, Thursday-:

“.the. umvemty commemorates the '

- uate; 'will-receive his master’s de-

(September - 2): - when

. {iftieth anniversary of the Schoot

of Busmess, in. the 234th convoca-,

tmn, at Rockefeller Memorlal
" Chapel:”.

Uof. Parrish -&. Co e

under the joint management: of

- Thomas ‘A: Griffith and Fred. C. |
‘Seely; will brmg {058 the number |

of branch: otfice§ and correspon-,

‘dents-, that: the- ftrm has in’ the

Unitéd, States, Mexlco, Canada

'England and “France,” Mv Seely:|

end Mr. Grifflih .were: iorme)ly
in: charge of the Wheehng offzce

.| ;urity benefits in the world—a d

|:his ‘on the verge of an almast a

nitted bankruptcy of her empir

- However, it is not only the neﬁl
3ritish experiment which renders
altention to social security costsia |
timely chore. Over: the past se\{
eral -years. our ' owrm legislatures
and public have been primed for’
far-reaching amendments to social |
security ‘law.  Although the 80th
Congress dealt with major propg-
sals only by avoidance,-a certain
amount. of excitemenf was gen- |
erated by legislation on limited.|
points:

(1) Increased coverage for old-
age and survivors insurance hy
way of Treasury rulmg, which
was defeated;

(2): Increased benefits, which

‘nent;

erves, thé relationship of which
vas: adjusted by eutting -railroad
unemplo.yment ,taxes and allowing
‘or increase again only when re-
erve funds were substannnlly r¢-
dueed

Postponement of more inclusive

oroposa}s was no. doubt due to-the
oriority of tax' reduction, foreign
iid, and defense.. - However, the
815t Congress .will. probably iace
the issue- of more comprehensive
social. seeurity. “What, then, are
some of :the popular notlons ag
well as’the basic ‘aspects of cost
which should be reviewed?

.. The Social Seeurity Taxes = |
"First, the obvious’ evidence

and/or employees. The payroll ta

0f:2% 'of the first $3,000 of taxable
‘|'wages for old-age and survivers
insurance, and the: tax of 11% %
on-the first:$3,600: for railroad re-
“irement, are both equally shared
-1 by employer and employee. Un+
| employment taxes, exceptin a few
states, are levied only on the em-
ployer. . The unemployment tax
rates: vary because of .state merj
-rating- plans,- but' average -some-
what under, 2% of the fixst: $3,00q
of taxable goods. The railroad u;

‘employment. tax, levied: only on
‘employers, has been 3% ‘of - the
first. $3,600 -of wages, but.is now
‘cut to ene-half of 1% unti} - the}
frust fund. rea,nhes a’ spee:flerl‘
minimum:; .. ¢ bR 1
/. Recent re(,elpl.s- Il.mu ticse van-

i
{

"Reprmted from’ “The 'I’ax Re-
view,” July,11948; ‘published by

were provided for railroad retire- [~ "

(3) T4x rates and mountmg re- l

o
feost: i§7 the ‘tax on: employer)% 1

these that do not,

In the concept of cost, money is the first’ and the most popular association, but it' is
| not the fundamental factor involved. In the cost of social security, there are two 51gn1flcant
aspects.- One s the initial ¢ost, which is the tax levy.: The other is the payment of bene—

S

| grams.- they represent are .shown
in the’ accompanymg table.
:[‘hree billion a year is'a SIZable
‘tax' take. It 'is,'in fact, far more
‘than current -benefit payments re-
uire. . But ‘income has exceeded
outgo regularly since the incep-

¢ | tion ‘of'the system,- and’ will ‘con-

-tinue to do so even in the near fu-
ture-These anhual excesses, held.

|in reserve in government trust ac-

counts, -have now:accumulated -to
L$19 billion, They. will continue to

Imoynt:: ‘But, unles§ tax rates are|
adjusted” conslderably ‘upward, at

some date in:the future variously
1 estimated by: different actuarial
attempts, thig trend’ will stop.and
reverse itself; Outgo will exceed
income: : This is when - general
funds will be' required ta contrib-
ute to the: payment-of ‘benefits,if
beneflt, ‘commitments 'are fa " be
honored. 'In the case of old-age
ahd’ surviyors insurance, there is
already’ a little-publicized, ' Fed-
eral* prov151on for such a subSldy 1

Mlsconceptlon uf Costs

This eventual ‘need points up a
.popular misconception about: so-
cial . security costs. ‘Because the
‘term  “insurance’ automatically
suggests-a- determinable statistical
relatmn&hlp ‘between . premium
| payments and benefits payable, it
| has been - erroneously .assumed
[that ‘social " security taxes -will
meet ali ultimate costs, and that
f crate adjustments-of ¥4.%: or so will
I meet. the cost .of increased cover-
age and expanded benefits.

" 1 Section 902, Revenue Act of 1943,

“Program -

| Old-Age and Survivors Insurance
Unemployment Compensation
Railroad Retirement

Ralhoad Unemployment

Nothing could be furthex from the
truth.

Econoniists' genlerally .agree that
..he actuarial principles of genuine
msurance do not apply:to:sodial
insurance.  Nor is there any reed
for the technical masquerading of
cost facts by attempied actuariai
adjustment of tax rates to bene=
fits. First, the taxing power makes
it unnecessary for a natjon to.in<
sure itself on an actuarial basis.
Any deficit between. confributions
and cost of bénefits can be made
up by taxing, or borrowing. S%c—
ond, it is not really p055ible or
a nation: to insure itself. “In pri~
vate ‘insurance, investment of the
reserve protects and maintajns
the funds-:received as. premlums;
on a - self-supporting: basis, = The
g,overment cannot’ invest in" itself
except in a bookkeeping sense, by
borrowing from one set of tax col-
Tections and “repaying” out of an-
other. Except for'certain. public
enterprises; the source of all in<
come for government is taxes. The
only way it can “invest” social
security taxes is to use them for
general purposes, leave its bonds
as. 10U’s in the trust fund, and
whenever repayment is necessary,
tax the people not only for the
borrowed amount “invested’-—but
for the interest, too. :

There are, nevertheless, advant-
ages-in keeping a close relation-
ship between payroll taxes -and
benefit - payment:. These taxes
have proved a ready source of
i revenue for the purpose. There

(Continued on page 31)

Tax Receipts from Social Insurances
Fiscal Years 1947, 1948

(Millions)

1947 1948.
$1.616
1215
5857

146G

$3,534

Source: Compiled from “Daily: Treasury Statement,”. June 30; 1948.

.

Sterlm g 0il of

-

Because these securities are believed: to be exempt from registration they. hqve.
.not ‘been registered with the Securities and Exchange Commission; hut .
~such -ezemption, if- available, (does not indicate -that the securities
have. been either. approved or- disapproved by the Commission
or -that the Commission | has considered the accuracy or
completeness of the statements in this communication.

[\'ElV ISSU;EMUﬁere(l as « Speculation

975, 000 Shares

X (A DELAWARE CORPORATION)

Common Stock
(Pay Value $0.10: per Share)

Pnce 30¢ per Share

The net pxoceeis q}' the sec\ulltes being: offered on behalf of the Company
are-to be used for \sorldng capital, for the Company's pro-rata share of
dlillmg \\ells, and fox testing and development of 1ts properties

Undoxmlting Dlscount., or- Commissions $0 075

Oklahoma, inc.

ous taxes totaled for the pro- |

_t\?e Tax Eoundatmn, New: York,. )

Avgreg.;te Undeanttng Discounts or Commissions $73,125.00
Coples of the Prospectus May, be obtmned jrom the undersigned

Uuderwrllel‘

GREENFIELD, LAX & CO., INC‘J

‘2 Member..of National Association of Securities Dealers; Inc,

"'7f.40 Exchange Place, New York 5,N. Y.

1

: Talephona HAnover 29290

gitized for FRASER
i ://fraser.stlouisfed.orgy/




i Chase"National -/ ;
“- Chem::Bank & Trust 109,610: 1,360,895
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Bank and Insurance Stocks‘ ;
By H. E. JOHNSON
- This Week — Bank Stocks

An article by Professor Roland I. . Robinson of Northwestern
‘University was published in the July; 1948 Harvard Business Review
entitled “Bank Capital and Dividend Policies.” It rais'es' the qnestion
as to whether the policy of adding to bank capital through the reten-
tion of ‘a large percentage of earnmgs should not be modlfxed in hght
of existing conditions. :

. In this cor.nection, it is 1nterest1ng to analyze the capital posmon
‘of some of the New York City banks. In addition to the customary
-capital-deposijt ratio in the following table, a “risk ratio” has been
‘dompiited. ‘This latter-ratio, takes, into account the fact that: cash
and government securities constitute a considerable pro‘ﬁortldn ot the
assets ‘of banks: In general these securities are short-term and rela-
tively risk-free. ‘By 'deducting such’items from' deposﬂs you obtain
what may be called the dep051ts at nsk Flgures used are as of

June 30, 1948.
Cash
and
~Govt,
(000’5)

Deposits
at
Risk

.:(000's)

AR

349,997

: Total
.- Capital
Funds
(500 8)"

Total Risk

Deposlts
(000‘5)

! Bank of. Manhattan .65, 458 1033 613

“Bankers Trust: . oo 32,942 1305 094
"+ Central. Hanover; 128,579 1,409,010
~323,941 4,154 809

Capital
Ratlo
¥ /0

,158 683, 816
‘8.5 " 808:206. 406,888 -
11:0.1,021.972 . 387.038
12.872,835,797.1,319,012
1124 /848315 512,380
':8.6,149,367 - 28,990
©:16.9° 695,351 /56,194
.73.9:7.496,388 - :33.177
6.4 1,804,051 /506,447
88 694461 318,873
16.7:1,629,031 = 487.327
15.6 3,367,620.1,379,754
9.1 401,184 188,134
16.4.. /366,870 135,202 -
3.8 © 90,620 19424

Gy
7

B

q.n:n&noa"oei&i\:babfai‘-fbqu =

Commercml National . 20,833 178,357

Irving “Trust 115,493 1, 013,.,34
~Manufacturers Trust:126,675°2,116,358:
National: City* # 303,375 4 747, 374
New: York -Trust.._. : 65,078 589 '318
:Public National ____- 30,567 : 502,072
U. :S. Trust 29,326. 110,044

OB IO B CON = O i b s €0 85 £

11+ *Includes City Bank Farmers Trust.Company:.

From the above figures it can be ‘seen that about one-half of
the banks listed have at least the traditional ratio of one dollar of
capital to each'ten of deposits. First Natlonal and U. S. Trust have
the lowest ratios with appr oximately 3.9 and 3.8, On the zother hand
a_considerable number have substantlelly higher ratios.” Corn Ex-
qhange, with one dollar of capitai supporting almost seventeen dollars
of deposits, is t:e highest.

After deducting cash and government securities from deposits
and using that figure as a basis for the ratio, it can be argued that a
truer measure of the risk element in commercial banking is obtained.
On this basis it would appear that all of the institutions have ade-
quate capital. Indeed, some have capital funds-which exceed the
deposits after deducting cash and governments. Others have a low

“risk ratio” with Bank of Manhattan showmg the greatest relative
rlsk of capital funds with a ratio of5.3.

In considering the above tabulation, it is mterestmg to compare
the percentage of earnings paid out as dividends and the amounts
-added to capita] funds. The following table lists the 1947 net oper-
atmg or indicated earnmgs, the dividend and the percent of earnings

3 ‘ L

NEW JERSEY
SECURITIES

. \ -
J.'S. Rippel & Co.
. Established 1891
18 Clinton St., Newark 2, N, J.
"MArket 3-3430 :
! N.' Y, Phone—REctor 2-4383 5

-Fireman’s Fund
Insurance Co.
‘Bulletin Sent On Request:

Laird, Bissell & Meeds
- Members New York Stock Exchange:
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay. 7-3500

: Bell Teletype—NY '1-1248-49 -
(L. A, Gibbs, Manager Trading Dept.)

WHOLESALE MARKETS IN
BANK and INSURANCE STOCKS

GEYER & (0.

INCORPORATED
NEW YORK S
67 Wall Street

WHITEHALL 3-0782
NY 1-2875

LOS ‘ANGELES 14
210-W: Seventh Street
- SUPERIOR 7644 MICHIGAN : 2887~/
N CV-394 ~ LA-1086 - SF.573 .

PRIVATE.WIRE SYSTEM CONNECTING . NEW, YORK BOSTON CHICAGO,
CLEVELAND, .PHILADELPHIA, ST.LOUIS," LOS ANGELES SAN FRANCISCO o
. TELEPHONES TO : Hartford, Enterprise 6011 Portland Enterprise 7008
Providencs.' Enternrice 7008 Detrait, Enlemrlse /OG6

CHICAGO 4
231 S: LaSalle Street
FRANKLIN 7835
CG-105

SAN FRANCISCO 4
:Russ Building .
YUKON 6-2332

BOSTON. 9
10 Post Office Square
HUBBARD 2-0650
BS.297
<CLEVELAND 18
Schofield Building

.| Bank of Manhattan
Bankers Trust —_ ... ... .

Ratio’

/|'that larger payments in: sume qases-could;b

\dlstrlbuted for 15 New Yox"lc Cxty banks, Also mcluded 1s the recent
price and yxeld.
Market:

oo Bid
Price
8/27/48
. 23%
4034
873
.. 3534
421
41%
541/2

1 275

274 .
16
49,
39%
. 863
391/4

Net é%gatlng ! Percent
or Indicated . 1947 = Earnings
Earnings Dividend  Paid Out
. $2.06 $1.20

3.00 1.80

4.00
1.60 .
1.80
2.00
: 2.80
..80.00
12.00
0.80
240 -
1.60
~4.00
- 2.00 .
35.00

Yield
5.08%
442
4.56°
448
4.26
4.82
5.14:
6.27
4.38
4.92 .
.4.85.
4,05
4.61
5.10
6.31 -

Central Hanover

Chase National

Chemical Bank & Trust-.
Commercial National _ .- :
Corn: Exchange

First National

Guaranty Trust

Irving Trust
Manufacturers, Trust .- -
National City*

New York: Trust

Public National

U. S. Trust

*Includes earnmgs of Cxty Bank Farmers Trust Co.

Whlle there is conmderable variation in the percentage~pa1d outy
most of the banks listed distributed around 60% 'of éarnings last-year;
Public National paid ‘out.approximately '47% which’ was the lowest.
National City with'49% was on]y slightly” higher. 'On the! other ex-
treme ‘was U. S. Trust and First National with distributions of 96%
and 93% respectively.: In general .it would:. appear-that: the'institus
tions with  the: strongest.capital pcsxtmns, First: National ‘and ' U; S:
‘Trust,-are- dlstri'butmg :practically ‘all “earnings wh:le ethers witix-the

‘|'higher’ ratios -continue ‘to. add ‘ta capital funds.

‘Whether or not-a:mote’ dibéral . dxv1dend pohcy wilr he‘ adopted |

: by ‘these-retaining a7 considerable vportion of earnings. will ; depend'
.|upon the :indiyidual- c.lrcum$tance.,rof ;the, particular -institution:,

view of:the present outlook: -existing «capital’ posmon 1t appears

e made

FDIG quuldalesl Debt 1o Treasury

. Makes: ﬁnal paymept of $289 ‘million loan. - i ;
Chalrman Maple T: Harl of the:Federal Deposit Insurance Corpo-

ration announced- onAug.‘30: that its. debt to the Treasury, 'origmally
+|-amounting : to: $289 ‘millions;: has been' completely: liguidated: ' The|*

o | theibanks.:

and has’ been"

amount ‘was advanced 14 years ago at the ‘inauguration of the FDIC

graduall y_.
repaid - from -
the receipt ' of
premiums
from the |13,-
500° banks:’
whose  de-
posits are
insured.
In the mean-
time, the
FDIC has
built ‘up ‘a
reserve of $1
billion, - con-
sidered ample
for the msur-
ance of about
$160, billion, of hank depomts

Maple T. Harl

,Accordlnp: 1. Chalrman Harl,
the country is'now in! the fifth

| year:without loss to any:depositor

in-a Federally ' insured “bank.
“This is an all-txme record . for

Wdepos1tor safety,” Chairman Harl
--| said.

“We - believe' that sound
bankmg ‘management and v1g11ant

supervision will make' bank fail-

ures a rarity in the future.”

“We hold,” Mr, Harl added,
“that the Amerlcan system of free
enterprise banking,  with Federal
and State authority sharing credit
and responsibility, is . the right
answer to America’s banking
needs.”

“As the last major system of
free enterprise: banking in the
world, ‘it represents not on]y a
symbol bnt a’ bulwark of our
American ‘way of life” .

brokerage : ‘charges, “-on
transaction completeg},
said.

Accmdmg to the New York
“Sun,” Emil Schram, President of
the ‘New . York Stock .Exchange,
said “if the-plan is to develop a
larger market’ in-local issues. not
now  listed it would be a good
thing, but-if it means dilution of
the present market, I cannot .see
any - advantage to the investing
‘public.” ‘

FHLB Notes:on Market
Public' offering. of $120,000,060
Federal Home- Loan Banks' con-
solidated .- ‘non-callable ' notes,
13%4.9%- series - D-1949, was : made
Aug.i 31 by the Federal Home *
Loan- Banks through Everett
Smith, fiscal “agent. copntry—
wide' sellmg group of securities .
dealers participated 'in " the :offer~
ing, ' The: notes, to. be :dated -
Sept.'15, 1948, and to’ mature Sept.:
15, 1949 are- priced  at par, :
Part ‘of the proceeds from; the
offering ‘will “be used to refund’.

every
Gottron

consolidated notes maturing Sept: |
:15,-1948: The-balance- of . the pro-:
ceeds~ vill e usedtoc meet: the
loan:.and.; other requirements ‘of

iing advances:-to -member institu-

/| tions:ron. Aug:, 12; ' last, fotaled . .
'$486,202;116; compared;with $475,~ - -

247,656 on: June 30:1948.

Thie. -notes.- are: the- joint and -
several obligations. of:the 11 Fed-
eral. Home: Loan Banks. '

Austria Joins Fund
And World Bank

The Articles ‘of Agreement, of
the International Monetary Fund
and the International Bank for
Reconstruction and Development .
were signed on Aug. 27 by Dr.
Ludwig = Kleinwaechter, Minister
of Austria, on behalf of Austria.

Austria’s quota in the Interna-
tional Monetary Fund is $50,000,~
000 and its subscription to the
capital stock of the bank ig 500
shares. of a total par value of
$50,000,000.

The application for membership
of Austria was approved by the
Boards. of Governors of the Inter-
national Monetary Fund and the
Internatxonal Bank in March, 1948.

Exchanges at'’ Chicago, Detroit,*

Reporis Midwest Super-Exchange Planned

New York “Times,” in special dispatch says project proposes cen-
tralization in. Chicago of midwest local exchanges.

According to a St. Louis special dispatch in the New York
“Times” of Aug. 30, a plan is on foot toconsolidate six local ex-
changes in- mid-western cities into a smgle exchange to be located

Chicago. Accordmg to the dispatch' the plan :would. include the

2.

Cleveland, ' Cincinnati, New Or-
leans and St. Louis. .. Informal
meetings to discuss the -proposal
have been held by Exchange offi-
cers. and. ' another 'meeting  has
been 'set " tentatively for ne);t
month in Chicago.

The purpose of the plan'is to
offset. the defection of :business
from small-exchanges tothe New
York market. It is-expected the
consolidation -would' serve to at-
tract: business from large firms
now listed 'on the New York Stock
Exchange. - The - proposed * Ex-
change ‘would have agencies in
other  cities which would be
served ' by tickers. and .teletype
machines,

No information on the proposed
merger has come directly from
officers or agents of the local Ex-
changes involved, and James. E.
-Day, President of the Chicago
Stock Exchange; is reported to
have stated that the mews "that]
has"leaked out “is’' premature,”
Chicago press advices of Aug. 31
quoted ‘Mr. Day -as stating. .that
“I've gone.around and talked to
exchanges and presented some
ideas for merging, but nothing has

been settled and all parties have

not even been contacted as yet.

There has been no thought 'of
merging: as ‘competition: with the
New  York -Stock Exchange. We
already have our markets and the
idea’is to. make .what-we*have

.healthier by elimination of dupli-

catmg overhead ‘expenses.”

“John' O, "MacFarlane; Executive
Vice-President * 6f ' the . 'Detroit
Stock Exchange, termed- the idea
“strictly conversation” and indi-
cated that the merged exchange,
if  effected, ‘would ' specialize..in
stocks of mid-West ‘corporations
and ‘companies -and ‘in ‘municipal
bond- issues.

Richard A. Gottron, President of
the Cleveland Stock Exchange,
said committees from the various
exchanges are expected to meet
in Chicago during September. for
further discussion.

Virtually all the stock listed on
the several regional exchanges
would be transferred to the new
board, Gottron said, with the re-

sult there probably would be 250
to: 300 good trading :issues, in-{:

cluding about 100 -issues dually
traded in New York. Membership
in -the new. exchange would ap-
proximate 260, and every mem-
ber would be able to make a 100%
commission, less only  his 'floor

‘|lowa: Inv. Bankers fo

Hold Field Day Sept. 23

DES MOINES, IA.—The Iowa
Investment Bankers Association
will hold their annual field day
Sept. 23 at the Hyperion Club,
with -breakfast: at' the Hotel Sa-
very. Reservations may be made
through Harry L. Westphal, chair-
man . of the committee, at.the
Iowa-Des Moines National Bank
& Trust Co:. Golf and other forms
of -amusement: have -been: planned
for the day.

Registration fee is $15 for mem—
bers and. $20 for guests, = .,

Courts & Co. Move to
Larger- Offices in NYC
Courts & Co. announce removal
‘of their New York office to ‘52
Broadway where larger space en-
ables them "to expand presept
clearmg operations . and. render
more comprehensive facilities to
their: Eastern ' connections, ' This
move will’ also augment. 'broker—
age and investment services ava;l—
able through their nineteen -of-
fices located in the. South, - :
Operations  of the New York
office will be under the dn"ectmn
of Paul D, deGive, Regmald L.
Auchincloss, and David' S. Pater~
son all of whom have been with

Courts ‘&.Co. for some time past.

'$85,000,000; series: . A~1948; 1% % " :

. The: banks’ ‘outstand= .«

bigitized for FRASER
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.| Sees Expanding

l"rank M. Folsom;. Execuhve Vice-President of Radio Corporahon
of America, predicts nation-wide- “setupof "vidéo by 1952.

; In‘an address before the Western Radio and A.ppllance Trade in
~ San Francisco -on Aug: 4, Frank M:.Folsom, Executive Vice-President'
..of the Radio Corooratlon of America, in charge of its. Victor Division,
.reported'a rapid expanswn of ‘the use of television and predicted .that

Telewslon F|eld

_video: ‘broad-
castmg would

. colver: the.’
ryflre eeun="

7 by 1952 %
*Speaking -on"

;- this topic, Mr.

- Folsom'said:?

4

-is.a ‘big field,
big ‘inevery
sense ‘of the

~iits tma:or con- i

ik ce;ltxon is that
“of A

Hew The-
. dim forhome "
entertainment

Frank M." Folsom

‘. —as'.a . most

powerful ‘force in selling Amerl-
can ‘goods and serv1ces, television
alsb has application in non-enter-
- taihment tields. “We can envision
-for it a major role in industry, in

B religxous teaching, in education;

i and in the ‘military field. -

The ‘war ‘speeded develonments

‘ in | military -uses of . television,

P

: Great progress was made, -and be-
fore the war-ended, television was
- finding- ‘important ' usefulness 'in
' drdne planes ‘and ‘guided missile
. work. Television will more’than
ever contribute Aremendously : to

~out country’s present and future
welfare.

- In ‘this connection, I'd like to
read you a few sentences-from a
‘letter sent to me only this week |-
5 'Joy i Vice Admiral ‘W. A. Radford,
Vice Chief of Naval Operations.. .

* . “The future  possibilities—from
a.-naval point of view alone—are
“amazing to me,” Admiral ‘Radford
s writes. #In trammg work, ‘we can
use teléevision where we -had ‘to

~make films.in'many cases. At sea:
. ~—in- the: task: forces — television:
.., can, and undoubtedly ;' will,:. take |
- thd place  'of.:some of . our’ ‘voice

maneuvering  circuits, '‘cutting
. down: the ‘noise level in the flag

‘. plotting. ‘rooms: I can . think: .of

~many, ‘many+ other:  uses — tele-
vision will be commonplace ‘with

- us in.afew years; I know.”

“In ‘the field .of ‘education; tele-
vision promises: to ‘be the ‘long-
sotight method for theteaching of

“-medicine and surgery, Last June,

at the American Medical ‘Associa-
tion Convention ‘in ‘Chicago, -our
organization ‘had the: privilege of
demenstrating for an audience-of
~some’ 12,000 physicians and sur-
geons how television can find use-

... fulness ‘ag an educational medium.

. ‘We installed  television  cameras
2% and microphones in the operating

. 7rooms “at: ‘Passavant  Memorial
- Hospital, a transmitter, in‘the hos-

. pital, ‘and- 60 receivers-at Navy.

Pier, at Northwestern ‘University
- Medical School, "and in-other:lo~
- cations. .-
.~ For.an entire week these: phy—
slcfans and mternes saw . such
clear, ‘close-up views of ‘operations
i and clinical. procedures that-it was
:as though they: were standing. be-!
hind the -surgeon, lookmg over
his shoulder. .. .
- After this ,demonstratlon, Dr J
‘Roscoe Miller, dean of the North=
“western Medieal ‘School, .declared:.

"7 A yevolution in teaching meth..

- ods is invsights o7

No'longer:will'| €
:.the physician and student beilim-

¢ lted by too great a separation from

“theé sub}ect .as/they . are:now:by

: observmg from. surgical -amphi-:

.theatre galleries. .With: television,
« all; stiidents -see -exactly; what: the

demonstratmg surgeon.-wishes|

themrto see.. . .This is only; one-of

~the: many ‘potentialities. of ' tele-
L visian dn- unprovmg the teachmg;

: ofmedlcme s Ay
. In>thev work of - spreadmg re=;
hgious understandmg, in the- dis~

;semmatlon ‘of . ‘religious: training;

-television  will-find ‘an+important
+yele.: By, familiarizing, hundreds/

wiof thousandsfof, members: of: the

s 32081 )1!‘:( 3 B o) BT (P

| television; audience: . with' - what
|goes . on /in - the: other’ fellow’s

i trengthen mter—religlous "under=’

1this’ “eeremeny,

{were installed in as many. churches
| n;(}iapr alo,andsurroundmg towns;
an

‘able educational medium!”

| more: bearable to-men in veterans’

church, " television ;¢ a'n . indeed
standmg

Recently;: the: Epmscopal Church
ordamed a .new, . Bishop - of ‘the
‘Diocese . of , Westem New -Yark.
Abount 38,000 persons mtnessed
:Obviously,”
‘church - could ‘accommodate tlns
number of people. Television pro-
vided the'means. Thirty receivers

he . various. Lcongregations
viewed.the ‘televised ‘ceremony-in’|
their. own churches. . 2
I'd like to read to you. the com-
ment made by the: new ‘Bishop,
Dr. L. L. Scaife, . ; .:
“Televxsmns educational-: value
1o religion is extremely great,” Dr.
Scaife said. “While it can' never
take the place of actual attendance
at church services—it can- vitally
supplement and : enhance' the. re-
ligious teachings of the.church.” .
And then the new Bishop added:
‘“I can forsee televisionreceivers |
in: churches, parish “houses,- and
other: departments of the church
‘where they will prove an- invalu-

By bringing a wide variety of
néws, entertainment 'and' ‘sports
‘programs -to - their bedsides, - the
“personal theatres” - of ' television
have ‘»'made"." confinement . “much

h05p1tals and to hundreds of shut-
ins.

Many schools and orgamzatxons
interested in adult education have
found in this service an: effective
educational tool.: Our.culture and
knowledge: -have -been'. advanced
:through: 1television- visits‘ to:'mu<
seums;; art: centers, " the: ‘theatre,
opera, and ballet: )

Last ‘winter,
gramming -was given. a tremen-
dous ' boost.when NBC ' and.. the
Theatre - Guild .combined 'to .pre-
sent.a series of Theatre .Guild hit
plays .on television, ' -The: Kraft
Television Theatre'is another ex-
ample -of what is being offered to |
televiewers' in 'the 'way ‘of dra-
matic ‘programs.: “The success of
these: programs led “Variety,” the
trade paper, ta forecast. that:the
day. may come when a playwright
may make more money: from tele-
vision -than he does from®having
his show produced on ' Broadway.

-Proud-as we are’ of the:business
stature television- has -attained,
we're: even. prouder of the many
excellent ‘ways : in.‘which it' has
served. and will .continue to serve
humamty.

- Booms Beyondz. Expectations

Postwar:commercial : telev1sxon
is:almost.two. years-old. : In: that
time it has “boomed-.beyond.'the
expectations  of :its most: enthusi-
astic “leaders. - There-:are- other
waysof charting -that: boom—but

television:- - pro- |-

televnsxon sets will be many times
as big ‘as the best radio year.”
..That's theviewpoint of 'a’busi~

5 ness executive of Great Britain., ‘
. Now I’d like to give you a.view

of ‘television. as: seen. by. perhaps

consultant: " This . man . is . not a
headline seeker, but there is none

s\ whose: counsel ‘and-views are taken

more: seriously- in- business c1rcles

¢lients do a business” volume of $7
billion: annually:
Just abont ‘a year ago, Mr. Par-

vision, and. one of the first things
he did was 1o install a’ television

of :a little imagazineg he issues. to
some: theughts which Pd like to

'their ‘ tremendous lmportance to
retailers, v w i

biggest thlng 'since radio.” And it
will outsell radio-in selling goods,
many to one, because it appeals to
your eyes-as well as to. your ears.
‘And the eyes are still the windows
to your soul—especxally your buy-
mg soul.” .

What. does the televiewing pub-~
lic gets” out - of -television?. Amos
Parrish ‘answers it thas way:

- “When- Toscanini’s masterful
\leadership’ of  'his ‘wonderful or-
chestra - was" first- televised,- we
found 'ourselves bawling like a
baby.  But, as they say in.the ora-
tion, unashamed Was_this telecast
twice as effective as rado? No-.’

it was’ more nearly ten times as
effective.:

‘“The television’ coverave of the
Republican : Convention 'in Phila-
(delpbia-:‘was~ - ‘hothing "'short of
thrilling,”’. Mr. »Parrish writes:
‘Televnslon viewers ‘saw ' more
than -any -delegate—including- the
front-rowers——-)ust as’they do .at
any television event.”

- Let me add:that'those comments
are well ‘warth your-consideration,
because - the: foundahon of tele-
| vision’s. success is just that type of
| service.

I'd like'to ‘add a few-words
about’ the-televising of’ the ‘po-
litical conventions. "

There ‘can’t ‘be- any ' doubt in
anybody’s mind that television re-
ceived ' its greatest ‘impetus...at
‘these' conventions. "It has been
‘estimated - that “about© 16,000,000
‘people :sat-in on the conventrons
by ‘television. .

'“Radio Daily.” the important
trade paper, had this comment .

. “The - closing  session - of ' the
Democratlc Convention clearly
emphasized televrslons most
breathtaking and inspiring job: to
date. :Scanning of President Tru-
tan::as he :boarded  his’ special
train ' in . Washington. and -his ar-
rival: at the Philadelphia station
was’ stark drama at its’ reahstlc

best.

' “NBC-Life’s ‘scanning “of ' the
Chief Executive and his party was
perhaps the finest: example yet of

‘what -telévision'.can:do. when as-

signed‘a major hews event what-
ever the bamers M0
“Task your this: Doesn’t that ex-

T'd: hke ta: mentxon a: more. unlque
one; :
Recently. Davrd Samoff PI&I-]
dent and Chairman’ of: the Board: J
of the Radio. Corporation of Amer=.

Su‘ Louis - .Sterling, . prominent
British /. business ' 'executive...Mr.
Sterlmg wrote: that ‘'he had ‘just
seen:.a: copy: of ‘the special tele-|°
vision sectiont which the New. York'
“Times”. had publlshed in: June
and his- comment wasi-

“What a: big, development from
the? éarlys “days>of : televimon, to
think: that the'New: York "Tlmes"
should devote'a’ specral sectmn of
28 pages to- that one.- sub;ect. It
ought to: help»boom ‘the: televxsum
business - immensely: Ti ¢ m)

-opinion;the:svolunyes.of :sales of

ica; was inreceipt of a.letter: from

plam why:television‘has eaughton/

i like-wildfire? ' Can anyone-have | €

any doubtas:to its future?.

'!Let ‘me: quote agam from: Amos
Parrish. Rk e

“We :don’t: know and we: don’t.
want to -know:what’s<in..a tele~
‘vision”set,. ‘because we don’t un-
derstand it But we do-know there
is one.thing==one of the elements|:
that'makes up the future of Amer-
1ca——and tha{: means it:has' no
hmlts

“That no—lnmt Lelement is a

conrbmatron of “excellent  report=

mg, teachmg entertalnmg, selling:
Thig *element“says m Jmdebatable.

terms “Stop;/Listen; and_ LOOK"
And : people.will; not. only.‘Stop;
| Listen; and Imk—but they w1l.l.
ALSObuy”“_ 30 ¢

this * country’s -smartest business |

I refer- to: Amos Parrish, mer=-'
c¢handising . consultant;: whosev

rish ~deeided to- leok. into tele-|

0 | set in his home. T theJu‘ly issue |
his ‘clients, Mr. Parrish set-down |
guote: at’some  Tength bécaiise of |

; “Televrslon » ‘he reports “xs the-

ion" of its ' members. Sees basmg
: . price i

Robert C. Swanton, Chairman of Business Survey Committee of |
National Association of Purchasing Agents, gives ‘composite - opin- ‘;

point pricing- change a factor in_
tuahon. ;

chasing ‘Agents, whose Chairman is Robert C. Swanton, Director. of

Purchases of ‘the' Winchester: Repeatmg Arms: Corporahon general

-industrial
" business this
. Summer  has

‘maintained
. the gains
"made from
‘- March to June,

but has’ lev-

‘ledoft on|
..that high-‘pla~-
7 teau:and now
hows " some-
.indications ‘of |

strend. Pro-
““duction jis
slightly off
from June,
largely re-«
flectmg the vacation shutdowns
which are more prevalent than: in
past: years. . Backlogs of' orders,
which - started ‘to grow' in April
have shown - no increase: - since
June, although supported by more
intensive and agressive ‘sales: ef-
forts. - Commenting on the- rea-
sons -for this situation; purchas:
ing:executives mention prices as
being too high — greater avail-
ability of many noncritical: items,
agricultural market weakness, and
the lack of ‘any incentive for for-
ward -buying beyond  known: re-
quirements,:-

Basing ‘point prxcmg changes
came: in for  much  discussion in

Robert C. Swanton

o downward |

reached a leveling off place, with
back orders slowing down' and
production growth seemingly halit-

coverage of huying policy.. Mere
need,for cautien .is repeatedly ex-
presséd in the’ reports

Speciflc Commodlty Chang‘es
‘The Jongest list of price increases

riod followed the price raises in
basic © commodities — steel," coal,
copper, lead, zinc and tin: The
entire list is too:long for:publi-
cation . in this report;" only. the
materials in’ most general use are
listed. = Contrary to ‘general belief,
all prices have not increased. A
substantial ‘number- of  important
commodities have shown declines.

Up:.-were: - abrasives, -automo=-
tive, aluminum, bearmgs copper
and brass, cadmium;. cellophane,
cement; -»vcigarettes,-wcoal coke;’
electrical - equipment, flrebrlck
graphite, iron, steel, lead,. machin
ery. and repair parts, ofhce ‘fur-
niture, opticals, phenol; printing,.
pumps, refractories, rubber prod=
ucts, sulphuric ac1d tm, tools,
valves; wire, ‘wood pulp, -zine and

the reports. * It -is: apparent- that |
more business is'adversely affect-
ed than: helped: by the switch' to
F.0.B. shlppmg point.. . Many'
hold - the ' opinion ' that: ‘the ‘real
-effect’ of eliminating basing’ point
pricing cannot be: measured ‘until
the commodities involved are dis-

conditions.

The over-all busmess picture is
still ‘good; but: future" develop-
ments 'seem:less certain. . -

. Commodity: Prices: -
The - sharp. ‘upswing .in pnces

wage increases covered more ma-:
terials and' had effect ‘on: more.
business thanin any period -since
price decontrol. .Some- prices ad-:
vanced beyond the amount justi-
fied by the immediate: wage: in-
crease, indicating a 'passing along
of accumulated cost ' increases
from 'freight rate and price ad-
justments. Buyers point to grow-
ing public price resistance—prod- {
ucts being priced out -of the mar-
kets—and - look . on 'this last. up-
surge of prices as creating an un-
stable: and:top-heavy- price: struc-
ture. - Bumper . crops. here: and
abroad.can further’ reduce. prices:
of sensitive farm products- and
may have an influence on other:
markets;: -
lnventories

The tendency is:to “live off the
fat”. where - any. fat: exists...-The
trend fo build up stocks;: reported
in May: and: June; has’ re=
versed-as more Purchasing Agents
report:inventory, reduetions.: Criti= |
eal-‘materials -inventories--cannat;
be¢built up:': Others; ineasing
supply need not be’ carried. be-
yond - balanced- requxrements m
view: of high prices.:- Today’s. 60- |
day: can -become:tomorrow’s 90- |
day supply. rather: qmckly ‘Pur-.
chased: materials - mventones are
‘ot considered: too high for cur-

rent productmn schedules,
Buymg Policy

tributed under-more: competmve.

followmg the ' Summer wave of |

zine products.

‘Reported - down: alcohol ait
hose, poorer grades of coal, vege=
table oils, grains, sugar,  hides,
{leather, southern pine, Douglas flr,
mercury, synthetic - resins,. screw
machine. products, shellac,, silver,
soap, stearates. :

, _‘Giles Indications of Downward Business T renil P

Accordmcr to the. report of the composxte opinion of members of 5
the Business. Survey Committee of the National Association of Pur=

the prekusly reparted movement
toward 90-day commitments, High ' -
prices; which. many believe have .

ed;” support the restricted “inven="
toty policy -and shortened future .

ever reported-in- one survey -pe-: t

{In‘tight supply: aluminum; box=.
cars, building materials, ca.dmmmg w0

cement, chromic acid,. copper, pig.

iron,
Easier to get:. coal, contamers

paper,. paraffine wax, soda ash, .

Employment Y
Pay rolls climbed &' little" in
August,” with - important . strikes
out of the way, plus some seasonal
employment increase. Skilled help
is short in several areas. ‘Many

time. A pickup is noted in tex-
tile activity.
Canada.

. Production . is holding +to hxgh'
levels back. orders. sl1ghtly down;
as:in the United States. - Prices
are up, withdrawal  of governs
ment subsidies bemg a factor. In4
ventories: being mamtamed, em=

90 days, with the target about 6Q
days I i

40 Years in Detrmt

Eor Hamblower & Weeks:
DETROIT,' MICH.—The, fortxeth
-anniversary :of the: Detroit: office
-of Hornblower & 'Weeks - was' olj«
served: Sept. 1: A ‘recéption: wag

ness associates: of the: firm.:

Only those’ requiring: commodi- |
ties:-and equxpment having -:a
longerr lead.: time * for:: prm:luctxon|
‘schedules. ‘have; a: pelicy: of” over |
90:days: »The buying palicy. ‘treud

day‘ commxtments, ascompared, to-

s i"\' R e
R A Lot

it

started - 1923. -

scrap, lead, naxls .nickel,. |
‘pipe, steel, steel drums tm, zine,’

fuel oil, gasoline, air dned lumber i

small plants are reported-on short

ployment up; buying policy 30 to .

held at the firm’s. offices. in ‘the :
Penobscot Buxldmg, which was at=
tended ~by ~leading : bankers-and /i -
securltles dealers and -other busx- i

| In connection with this. anmvep} f
sary, the firm: acknowledges the :
'25-year- service record ‘of. four: of i
lits: Detroit employees: George R 2
'Toms, a registered representahve,’ :
who became an: asseciate’ of: the‘"
i;rm in-1919;° Cecil . F Downey;u
joffice. ‘managert:who:-started-. inj;: -
‘1920 Fred -R.-Husk; .aregistered i:
representative, who : started - inj;
22:and Ralf A: Crookston,’man~ : .
\is: ‘definitely:- chonged. w\;Bﬂ.-ﬁﬁn xager investment: department,_ms

¢

gitized for FRASER
Wtp:firaser.stlovisfed.org/
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i .P!mpecfus' yper.r request Iro.m
your-investment dealer, or from
NATIONAL SECURITIES &
RESEARCH . CORPORATION
120 IR_OADWAY, MEW YORK 5, N. Y, |

Burrock: Funp, L1p.
DivipEND SHARES, INC.
Na110N-WiDE SECuRrIties Co.,

Prospectuses
available i
from :

Tnvestment
Dealers or

CALVIN BULLOCK
Established 1 89{ !

cattle food.

Manhatlan
Bond Fund |

INC.

Prospectus from your Investment Dealeror- |

HUGH W. LONG & CO.

INCORPORATED

46 WALL STREET, NEW YORK 5, N.Y

135 ANGELES CHICAGO

-'Keystoné ,
h: Custodian
Funds

il CgﬂiﬁcnteQ .Of Partic;Put:on in
INVESTMENT FUNDS (|

investing their capital

B

o BONDS ]

o (Series BI-B2.BEBM) .

Il - PREFERRED STOCKS 1

ot i (Series K1-K2) T

il  COMMON STOCKS
o (Series S1-52-53-84)

thgly

G Pmmu from ;
yrour local investment doaler or,

" The Keystone Coxﬁpany,
: .0 oston 2o

50 C;Sngress Stree( T
B(ntoﬂ 9, L‘nsslchmm

gitized.for ERASER ..
n://fras i

| ... How Inflation Werks™ =~ ~ "~ "'
The following sentence’ was. culled from’ “These Things 'Seemed ||

THE ‘COMMERCIAL & FINANCIAL CHRONICLE

i '-i‘?‘.Thursday,:Sep't'éfnbéﬂ 2,':r':,11'9'4t31i
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' By HENRY HUNT -

: “If I Were a Retail Salesman” et
The 10th article in this series iwas written by 'A. J.Wilkins,
Director of Distribution of Wellington Fund which has on’ out-

standing sales record in recent years not to mention an excellent ||

serformance record as well, Under the leadership of Walter L.
Morgan, the Wizard of Walnut StrféefL “Wellington” is the’ largest
balanced fund in the East with net asset§ of riearly $60,000,000, = =
A veteran of World Wars I and II (though he doesn’t look a day
over 45), Mr. Wilkins had years of experience both as a retail ‘sales-

man ‘and in training retail salesmen before he joined “Wellington”

13, years ago, < : i .
In his spare time Mr. Wilkins is a gentleman farmer at Paoli,
-Pa., where he raises steaks on the hoof and grows various types of

7  “Multiple Puréhase‘tPrpgram”‘ ar AT
The Commonwealth Investment Company of San Francisco, one

of the better: managed mutual funds, is now shooting at the ‘little ||

fellow for business with its new “Multiple Purchase Program.”: The

pnly réquirements are that the initial purchase bé at least $50 and’]
subsequent purchases a minimum of $25 each. All dividends are|

automatically reinvested at net asset value, Designed to foster sys-
tematic investment of savings,” the linvestor pays only ‘the regular
“load” and loses no extra commission if he.discontinues his payments
or decides to sell out.. We heartily approve: of this idea in theory and

“hope it develops that dealers:and vetail salesmen will go after this’

type of business. i
" New Television Fund

Organization . of Television  Fund, Ine;;, ithe first  open-end. in- |

vestment ‘company specializing in"securities in the field of ‘television,
electronics and radio, was announced in ‘Chicago recently by a group
of business and financial men headed By Chester D, Tripp.

r. Television Fund, Inc,, was conceived- as a ‘logical medium, fé‘.rf’r
participation in:the Tuture of the television industry, which we fe~1|'
gard as the most dynarnic growth potential available to the American |

investor,” according to Mr. Tripp, who is President of the Fund and’

also is President of Consolidated Copper “Mines and Chairman iof [] -

Economic Trend. Ling Stu_‘giie,i ‘Other directors of the Fund are: Wil-

{iam P.'Pope, Vice-Pregident, Neumodé Hosiery 'Co.; Charles'D.|
James, President, Northwestern National Insurance Company;  Rus-/
sell H. Matthias, Atto'rney) and Her?ert H. Taylor, President; Frank-’
tin ‘County Coal Co. The Irving Trust Company, New York City, is|.

Custodian of the Fund.

Important,” issued by Selected Investments: Company of Chicago;
“At a time: when- demand: for; 'goods  exceeds ‘supply: in ‘many’

‘basic industries and when labor is short-and national-income high;||.-’
we find the armed forces need more men, defensé and ERP require |’

more materials. and ‘the Federal Government is faceéd Wwith another
prospective deficit.” )

“Bird in the Hand” -

/. .“The trend of dividend payments is all-important to all share-

holders—not because dividend income ‘Wwill 'make them millionaires
{(certainly mot under the present tax system, which in effect, taxes

dividends both ‘before and after they reach: the shareholder), but'

because it apparently has a more tangible bearing on the trend of
stock prices- than other business statistics.  Thé reason for thesu=

perior corrélation of ‘stock prices and “dividend: payments must:be!]

investor-thinking along the old Jine of ‘a. bird in the hand,’ because

{ $here is no doubt that sales, earnings and working  capital are im-
pprtant indicators of the general state. of business: health; " In- any
-case, evidence of an upward trend of dividends is usually a powerful {~
{ stimulant to the 'stock markét; * o el R

{ “Corporate ‘dividends have been on’ the' rise now ‘since 1943/

although it was a very modest rise throughout the balance of the war

{ years and-through the uncertain strike-ridden days of the first three=
| quarters.of 1946. But from the fourth quarter of 1946 onward," they:

| Mallory, Adee & Co. o
P | Admit Two Pariners
FUND ~ o0 117 Mallory, Ades & Co!, 120 Broad:
i . Lia way, New York City, members of
~ 75th Consecutive
Quarterly- Dividend

This dividend ' of ' 20¢ ‘iper- “¢hare
from .ordinary ‘net.income is pay-. -
‘able September-30, 1948, to stocke
- hetders of record, September 15,
o OB b T et

E. Hite IIT and William S. ‘Well-
ington te partnership-on’'Sept. 1.
Mr. ‘Wellington was . formerly 2
partner in Arrowsmith, Post"&
Weleh L0l S et
. On Aug. 31, William S. Sagar
and Alfred V.;Smith retired from'

N

. WALTER' L. MORGAN

Philndniahia -
P

partnership in° Mallory, ‘Adee &

. dividends.liave gorie-up at.a rate equal to ‘that of the late “20s. 7. ' 1

the New ' York 'Stock and ‘Curb |
Exchanges, have admitted George |,

. {1 Were a Retail Salesman”’

Ve SR otk e e T Serie ) Bl e
By A. J. WILKINS o

. Director. of Distribution, Wellington Fundv s

(AR

1 would say to my prospect—Mr. Jones, you will be in-.
- terested, I am.sure, in an investmeiit that will give you in

. a single security a complete investment program, assurance :

of reasonable ‘and continuous income, -convenience, ready
“./marketability whenever you need cash, ; )

‘and-an -ideal medium  for building a.:
. 'fund for: your future retirement, for the
+ education. of “your ichildren, or for:any
.1 - other purpose. you may have in mind, :

- Z“You:can get all of theie teatures in
the . security’ I "am . recommending —
which . is the shares of Balanced Mutual

PEUNAS, LA

"By “complete investinent program,”
I mean that Balanced Funds give you all
the diversification you: need; their port-
% folios ‘are: divided. not only among many .
< individaal’ companies; but ‘also:among:
“ aiterent industries ‘and: different ‘types. -
“of securities—bonds, preferred andcom- -
" ‘mon stocks. *The managements ‘of these
Funds are ‘cohstantly adjusting - these
‘holdings to meet changing economic and
market conditions. : : Ry
The “assurance of reasonable and continuous income” is
‘provided by this three-way diversification. In-other _words,
:. you do -mot put “all your eggs in one basket.” The net income

. which these Balanced Funds earn on approxxmgtely_wo care-
fully . selected, well diversified 'investments is:paid out to
their shareholders four times a year. % :

The convenience; which these Balanced Funds provide;:

‘4g first of all -reliéf from imaking- your own. investment. .
changes, which are madé for you by the experienced man-
‘agers of these Funds. Secondly, the combining of the income
on'‘more than approximately 150 investments into only ‘four

. mchecks a year simplifying your: accounting and income tax
. problem. You are, also, relieved of irequent:trips-to your
- safe deposit box. L SR g

“Ready marketability” is provided by these Funds 'be-
T causé they’ agree to redeem their shares at their - exact
ligquidation® value. : sl >

v They “provide an ideal medium? for building up a fqnd

for retirement ot other-purposes, because after your first in-

-~ yestment, into which I' récommend you-put. all of your idle
_funds, you: should seriously consider a periodic mvestn”:ent
= program’:for “adding to your shares. I suggest a convenient
way for you to do this is to s¢t aside a definite sum ‘each
three months to buy additional shares.. I also:suggest that
' if you do mot need the current dividend income that you
reinvest all of your:dividends.: In:this way you will be con-

- tinuously building up a' sizable fund for your future needs.

1 will be glad to have my. firm: send you a bill every thrg:e
months so_that this investment, program can be-automatic.

v .We: are recommending X Balanced Fund because of its
excellent long-term management record.. (I would then_ point

*“out: the important. features in the' Prospectus-and in the

“salés literature such as management policies and objectives,

dividend record, price range, safeguards, costs, etc.) .

I recommend the purchase of.this Fund which will give
you all the advantages I-have mentioned, plus all-important
continuotis experienced investment supervision. . The man-

-‘agers. of this Fund who, incidentally, have large persopal
" investments in the Fund, devote their full time to the job
of investing. They are trained men of long experience as
investmént managers, and you: will -agree, I believe, that
these experts, «devoting all of their time to. the job, can
do_ better than the average investor can do. for himself.

In your own ‘case I.know your business takes up, practically -

all ‘of your time, and that you. have little or no time left to

look ‘after your own investments, By investing in this Fund
vou will have the same peace of mind regarding your in-

‘ Vestments that you get when' you assign, some important

- ‘business problem to'a trusted and able assistant. : Koo

Al J.-Wilkins

have climbed more: rapid‘ly,‘ and - inthe last 12 months eorporate : 2

Y

“And what is more,in view f thie probability that a high level .-
of business activity and profits will be ‘maintained for several years, -

not surprise. us to see dollar: dividend' payments ‘reach or pass: the

“flood stage’ - sometime  in 1949 ‘o 1950. Total dividends to share-"
‘holders in 1947 amounted to $6.8 billion, an all-time high, compared
with $4.7 billion in 1937 and $5.7: billion-in 4929 © - et

1L AT Vof tHiS 18 especially Cirnportant’ to’ investment’ company

.| shareholders; because the large majority-of these;companies. pay: out’ ,

a1l income “from “portiolio; investinehts  ‘(after-deducting ‘expenses):’

And ‘the 'upward frend in investinent company. dividends to:shares’. 7 %

holders’ from -ijvestment -income, already. very apparentin 1947 . ;
and -continuing thus far in 1948, is'a very:welcome ‘bird in the hand’
in’these high~cost<of-living ‘days. | n RS ey
CWFrom the' 13% increase that took place in corporate dividend
payments inthe first guarter of 1948, ‘as ‘compared . with the same

‘period.of 1947—according to the Department: of Commerce figures—

they'can $till appatently climb some more. - an‘e}fthé:g'x'panded.pro_# vy
duction ¢apadity and :imiproved: plantiequipment.is:paid for .and. the

| earnings begin to' come through: to net, it is/certainly.reasonable to s =
expect: that a much larger percentage of net’'income will-be: paid out "
in-dividends’ than the recent’ low.'39%. A:conservative estimate of .-

‘total corporate dividends for the:full year 1948::159 above. those for

berger’s “Investment Company News.”. 1/ i b

947> or $7.8 billion.”—-Thé forezoing is quoted from Arthur Wiesen- '

pluis ‘the actuality of the low ratio ‘of ‘dividends:to earnings (39%. ;.
\of net income. in 1947 vs.76% in 1939 and 70%:in 1929), it would .
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LETTER TO THE EDITOR

' ?stagrees With Contenhon That |

Price Rise Has Been Moderate

" W. J. Wilckens holds in view of increased money sapply and supply

of goods normal price rise' sho
increase

uld be 49% instead of current
of 709,

Editor, The Commercml and Financial Chronicle:

I would like - to expréss my

di sagreement | with ' the conclusion

drawn from the m‘terestmg facts contained in Mr. Stanley Dickover E

article in your Aug. 26 issue.
1 am in agreement with him t

hat the primary inflation is in. the

money supply (bank deposits and
currency), which increased from
'$63 billion .in- 1938 to $166 billion
in 1948, or 163%;-most of that in-
crease occurring prior to 1946 and
i durmg the period when: produd—
" ‘tion of ' goods 'was  severely re-
stricted and shortages developed.

Mr, " chkover concludes ‘that
" "since purchasing power increased
1449 (adjusted for population in-
‘crease), we are very fortunate
indeeq that the cost of living hds
increased only 70%, and that it is
¥miraculous that’ the inhcrease h45
+“miot “been. greater.  He then cites
. the increase of 76% since 1939 in
the phys'cal volume: of industrial
production; based: on_the: Federal
- Reservé’ Index, .as.probably the
most dynamlc restraint on prl(!e
inflation since the war ended.:
agree, but'I alsé feel: 'that he has
understated. 1ts effect. :
‘ CIf a normal; supply’ of goods—-
lG — is‘poured- inte “a ‘normal
money - supply-—1M-it 'will pro-
duce a. normal: prxce-—-—lP

‘and . the. money  supply s 263M‘

{the prtce ina rrom'al, unregulated ;

R (2.63M)
market should be 149P PR
i . \ il (1. 76G)
lndl(_atmg ‘a normal ‘priceé increase
of '49% compared to the current

the - cost "of living' is 20: points
higher than it should be, some of
them being self-corrective, such
as continued shortages of or -ab-
normal demand’ for cars, ‘houses,
ete.,  temporary relief shlpme‘nts
to .foreign nations, ete. When
these factors: disappear,’ as they
eventually must, and'soon, if in-
dustrial productlon continues un=
hampered, there should be a de-
cline in the cost of living which
will bring it in a normal relation
to ‘the. money supply, unless’ the
governhment perslsts in its ‘unwise
tinkering - with  prices; 'which 'is

‘also: part of the. present abnorm-

ally high costs; = -

Mr.: Dickover’s conclusxon that'

the ‘price ‘trend:may continue up-
ward “for a generation <or - more

seems o me to discount too much!

the power. of our “superb, flexible
productive -mechanism”. to pro-
duce more' goods at. lower- prlces
for more people, which'is . the
greatest argument we hnve m

<. | support ‘economic system.
If the: supply of ‘goods s, 173(} : pport of ‘our ic sy

“Perhaps; as'a’ lay economist, I
am speaking out of ‘turn in’ ques-
tioning ‘experts; but unless 1.ex=|
press cmyself © T'll - never  know.

where myy:! thmkmg iswrong: Let|

that be the excuse for this letter:
COEWLL WILCKENS;
Aug 26,1948 1o b

70 %-increase. -
There’ are ' many reasons why

Fiffy Church St.
New York N. Y

“| situation

. Y. City College Offers Finance Gourses

lnstruchon under ‘sapervision of
York Stock

Courses: covering ' the operation and functxon of .the’ Amerlcan-

financial economy are being emph

Oscar Lasdon, member of New
Exchange.

asized by the City College School

of ‘Business; 17 'Lexington Avenue, New York- City, in:its evenmg

session curriculum for the 1948 Fall Term -Under ‘the: supervxslon,

of Oscar Lasdon, member-of thc\' :

"New: York  Stock 'Exchange a
Associate  Editor of *The ‘Banking
Law ‘Journal,” the Credits & Fi-
nancé Division’is ‘offering a prac-

" tical “orientation “in' finance with
> the assistance of" quahhed specxal-
" ists. in the field.

Inclided in' the currlculum are

the following ' subjects and  in-
“ structional personnel: :

. Investment ..Banking — Leonard
F ‘Howard; Secretary. of the
General Amerncan Investors Cor=
-poration . and.: former. . Financial
News deto; of . the. “Journal. -of
Commerce”;, Banking, ‘Practices—
John F, Moynahan, Legal. Invest=
ment Division, New .York, State
Banking . Department Current In-
vestment Problems-—Rudolph ‘F.
‘Weissman, economist: and -former.
special consultant to the Securities
and :Exchange Gommission; ‘Prin-
‘ciples’ ‘of Investment——Leonard
. Fischer; of-Merrill: Lynch,: Pierce;

_ Fenner.&-Beane, and - Albert: W:| -

_Lalrd Bissel 'Absorbs ,_
H.F. Boynton &Co.

y New York Bar; Factors & Finance [

JAmbs, of 'thé . National City Bank;| -
Busingéss, Financial' Management-—,
'\ Franeis ‘Perrotta,. National. Credit
- Office;  The,. Securxty.,Markets——
Philip. B. ‘Wershil, member. of the

g .Compames-—Walter S Sexdtnarr

In addltwn the Cred-xts & Fis

2 tvnance \Division offers’ SeVEIBI'
courses deahng with | ‘mereantile
credlts and colleétlons

Factms rarid - Finawee: Stmiy s

b Opens at CC‘\IY :
A comprehenswe course oﬁ

. ““Factors.  ‘and ' Finance - Compaﬂ-
mes .2 sponsored  by: the National

|

Conference  of Commerctal Re-
ceivable Companies; is also-being
offered 'by the Eyening and ‘Ex-
tension: D1v1s10n durmg the 1948
Fall Term,

. The: Evemng and Extensmn Dx- 4

vision :is pioneering in this field

and this will mark the first time|.
in/the hlstory of any' educational

institution :in'’ the  Unifed: States

that such a:course: has been of-|:

fered, .
The program of study planned

for the: course s designed 1o pro-| g
-vide a ‘broad ' and fundamental

uhderstanding of the many phases

‘of the finance business, including
factoring, fihancing o6f "accounts 19:
1m- :

port and. export’ finance; and in=|aFew

réceivable,’ inventory ‘loans,

stalment: sales fmancmg “'The
course will be ‘directed. by Wal-
ter §. Seidiman, partnér of Jones|:
& Co.and a member of the New
York Bar i

Land Blssell & ML ds, | 120
BrOadway, New York Cxty, mem—

| bers of the New: York Stock: Ex- Chi

‘| 'the - newly-mined - gold:

.otherwise have been produced has

:| Canada’

.| Colombia’

Sees U. S Controlling World Gold Price

it Barclay s Bank Review” holds there is ground for raising official price of. gold as an aid in mcreasmg
produchon, but points out U.'S. is not likely to-favor this action because of its inflationary effects,

In an article, captioned “The Price of Gold,” ‘‘Barclay’s Bank Review” for August a
quarterly pubhcatlon of Barclay’s Bank, Lid., of London, calls attention to the rigidity
of the price for gold, desplte mounting levels of all other prices, and the effects of this

in causing ' reduced®
world gold productlon as well a$
depression in gold ‘mining- indus-
try in South Africa and . else-
where. According to the article:

Gold is one of ‘the ‘very:few
commodities the price of which
has not increased since 1939. That
claim must be carefully defined.
It refers to the official price of
gold and, more particularly, to
the' price  paid by the United
States Treasury. This has stood
at $35 per fine oz, since the dol-’
lar was devalued in 1933. The
sterling = price, disregarding: the
small adjustments made to allow!
for changes in shipping and in-
surance ' costs, has been at the
present flgure of £8 12s. 3d. per
0z, since 1939.. These are officia
prices and it may be argued that
for this very reason’ they “signify
littte.  It'is true ‘that where free
markets exist gold ‘is quoted well
‘above ‘these figures. In terms of
dollars (thus avoiding the com=-
plication ' of = the - dollar-sterling
cross rate in these free markets)
‘the:price of gold’in Alexandria i§
;about’ '$65; in Bombay $91; in
Hongkong' $68; and much nearer
home, in: Paris, it is $76. . These
are the prices: which willing buy-
ers are prepared to pay. to. willing
‘sellers -and they therefore reflect.
-a’truer measure of the value of-
‘gold in'terms of dollars, and of all
that: can: be: bought  with dollars;
‘than'the: fixed official quotations.
Nothw1thstand1n,g this fact, the
free price for: gold today is of
only ‘minor:, mgmflcance ‘1o gold

<| production; which is mainly con-

eerned with the rigidly fixed of-
ficial quotatmns However. arti-

prices are those af which' the bulk
“| of the international traffic in gold:
is effected. Even more: important,
they are those at which most of
in. thé
world has'to beé sold.

The rigidity ‘of the'selling pmce
for gold and the mounting level

.of all other prlces have eaught the

gold producer .in their tightening
grip.. His profits Have fallen, and

a.good deal of .gold which might

been left to lie unmmed becaus'e

Productjx
Ore milled ol

' Million *
tons |
o

48.2
50.7
53.8
58.3
64.5
673
67.0
60.0
58.5
58.9
569
53.7

“{1) Per ton of ore milled, (2)
Gold-producmg countries 1929

1 achuxre greater elasticity than it.

| | peneral level of other prices and

ficial' they may be, these-official

| Million

L1190
HERC
117
124

-13.9

1123 -
i 118

. 115

prices are not sufficiently remu-
nerative, ‘World gold production,
which rose from 19,200,000 ozs. in
1929 to 41,000,000 ozs. in 1940, had
fallen back to 217,700,000 ozs. in
1947. The experien'ce‘ of these 19
years has reminded the world of-
the -fact that gold producers do.
well in  times of deflation and
badly in times of inflation. - The
truth of this general proposition
became recognized in gold stand-
ard: days when' the price of' gold:
was inexorably fixed. But this|
| peculiar: relationship: between the
profitability of ' gold production,
and the movements in the general |
price level has changed since the
currency price of gold came to.

had in gold standard days. Gold
production now can be influenced,
not: merely by movements in the,

therefore of costs, but by changes
in the currency price of’ gold,
Far from neutralizing one an-
othér these two influences tend:
to pull in the same direction. This.
is ‘because when deflation and:
falling prices. rule in the world,:
monétary authorities are: predis--
'posed: to seek refuge ‘from their.
difficulties in a devaluation of
their ‘currencies in terms of gold.
It was’ in ‘circumstancés such as

pact explams the ~abnorimal in-
crease in" gold production . in the
1930’s. An- example of the ad-
verse ‘double impact is provided
by the recent fate of gold mining
in Canada, where the deterrent of
mounting costs has been supple-
mented by the 10% appreciaticn
of the Canadian dollar ordained
in 1946 precisely to ward off the
inflationaty dangers in the eco-
nomic situation; )

The compression of profits be- .
tween rising costs and a- fixed
price for gold can be illustrated
by data for South: Africa, the
most important of the world gold
producers.

The fate of gold productxon in
South America has been typical
of what has occurred in most of
the other important gold produc-
ing countries. This will be seen
from the following estimates of
gold production’ given in the lat-
est annual report of the Bank cf
International Settlements.

Is this decline in world gold
production to be deploréd? = Ra-
tionalists may answer ‘“Ne,” ar-
guing that, at this of all times, the
world should find better ways-of
using its resources than in digging
gold from the earth mierely to re-
bury the bulk of it in another
hole. They could reinforce their

these that. sterling. was depreci-~.
-ated in 1931 and.the dollar deval-
ued 'in 1933. Conversely, when
prices-are -rising and. inflatienary,
forces lurk in the economic situa-
tion, the thoughts of the author-
ities-will not normally run to de-
valuation. ' On the contrary, if
they thiflk in terms of monetary
corréctxves they will envisage an
inérease in the valué of their cur-
' rency - in- terms' -of 'gold, ie, a
lowering -of the currency price of
gold,

In the present era of managed
currencies,  therefore, the normal
effect of inflation and deflation on
gold production will tend:to be
reinforced by changes in the.cur-
rency. éDrlCE of gold,  'The ;1930's
provideéd many examples of the

two-fold benefit of falling costs ot
production and a higher currencw
pmce of gold. This double 1m-

Working Working
. Costs Profit
<. Per-ton
(1)
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13 4
12° 7
1110
12 3
14 9.
13517
13-.0
12 8
<11 -3
10 10
9 3.
8 0

" Dividends
~ Per ton
).

d-output |

)

078,

‘H'
DOURHWOROTNON

13.5
13.6

11.8

BRI I0

107 133 4
Per..oz. of gold won:
1940°° 1944 1945

1946 - 1947

‘Weight, in thousand fine ozes,

Umon of South Africa

United States
Austraha :

Belglan Con_ 0

‘¢hange, “announced that the busi- | 5 -

ness and personnel of H: F.Boyn-| By

ton & Co. Ine.: have been merged
‘witl ‘thie forner firm. Herbert F.

‘Boy‘hton “and : Elwood D. Boynton |

have v']omed Lalrd “Bissell; &
Meeds " as ‘general. partners a8

previously’ reporte& i the|

“Chronicle” 'of ‘Aug. 19.

New' Zealand
Venezuela oo :
Othe1 ‘Countries (estlmated)

10, 4I§ 14,038:12,277 12,214 11,918
92

: 426
208"
i 562
- 652

11,198
3,069
2,321

875

630

552

400
- 383
308
210
200
173
160
134
100

6 937

923
1,022 929"
'658 - 657
1545 548
593 568
509 499
. 554 507
356 343
225 200
204 179
S187 170
195 173
178 - 195
149 L g0K
L5068
7,393 6,938

53 11
6,003 °
1644_

12,832
1,625
824
586
. 545
318
437
320
182 -
231
131,
180
170
131
50
6,040

26

Estlmated world productlon 19,200 41 ,000 28 000 27,000 2'7 500 27,100

Estlmated world productwn

672 1,435

- Value in million dollars -

" (at the present rate of $35 per oz, of fine gold)

argument by pointing out: that
gold has lost most of. its signifi-
carice as the basis of-curréncy and
Lcredit . and - that oscillations in
world prices and in the general’
level of economic welfare no long-
er synchronize ' with fluctuations
in the output of gold. But the fact
is that gold provides the readiest-
means of earning hard currencies
—not merely dollars but all the
others in the descending scale of
scarcity. = For that reason alone
the production of gold deserves a
high priority, in keeping with the
urgency of filling the dollar. gap
that faces the world outside the
United States. We could do today
with ' the .ten million ounces :of
gold a year by which production
in countries other than the United
States exceeded in 1940 the fig-
ure for 1947,

Post - war attempts to st:mulate
the production of gold have so far
taken the form of granting more
orless veiled subsidies to gold
producers, The most important of,
these -has been that granted Jin’
Canada, Last November the Cana-
dian Finance Minister announced
his'intention  to increase from $35
to $42 the price paid for domestic’

| newly-minded gold. ' This propo-

sal was objected to by the Inter-
national Monetary Fund on the
ground that it would involve sei-
ting up differential prices for goid
and was thus contrary to the obli-
gations undertaken by Canada’ as
a member of the Fund. By a
slight amendment in their propo-
sals the. . Canadian . authorities
found it possible to reconcile their
obligations to the Fund with their
desire to subsidize the domestic
gold industry. This was done by
shifting the impact of the subsidy
from the buying price for gold 1o
the costs of production and trans+
ferring part of the costs exceeding
$18 an' ounce to the  Canadian -
Government. The Govérnment of
Southern Rhodesia, undeterred by
the fate of the Canadian proposal
and ' perhaps encouraged by the
fact that Southern Rhodesia is not
a direct. member of the Interna-
tional Monetary Fund, decided re~
cently to increase the price paid
for domestic gold from 172s. 6d. to
200s. per ounce, without, however,
| thereby changmg the parity of
their : currency. More will ‘no
doubt be heard on this from the
Fund in° Washington.  Proposals
to subsidize gold mining, either '

980 945 963 . 970

(Continued on page 32)
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Canadian Securities
— By WILLIAM J. McKAY :

The spectacular mineral and oil discoveries which have recently |

captured the headlines on:the Canadian publicity front have almost
completely overshadowed a news item of even greater significance

in the Canadian economic scheme,
situation: have long appreciated
the fact that the greatest impedi-
ment to full economic develop-
ment of the Dominion is the high~
ly inadequate populatmn ratio in
relation to the size and growth'
.potential of the country. With an |
area surpassing that of this coun-
try and an unrivalled wealth- of
undeveloped natural resources in
a world of growing scarcities, the
Canada’s i glaring , inadequacy . of
population- presents a challenge
not only to the Dominion but also
to the world at large,

It is therefore gratifying to note
that according to the annual esti~
mate: of the Dominion Bureau of
Statistics ' that Canada’s: popula-=
tion as of June 1st ‘this year at-
tained a total of 12,883,000 and
showed a record increase of 301,-
000 over the figures of the pre-
vious year. 'This increase which

- follows the previous record :ad-
vance registered a year ago when
the population gain was 275,000
is a clear indication that the new
and more vigorous Dominion im-|!
migration policy is now bearing
fruit. Up to a few years ago the
‘Canadian immigration laws tend-
ed to impede rather than encour-
age the entry from abroad of
would-be Canadian citizens, and
it was largely due to the laudable
efforts of the Immigration Divi-
sion of the Canadian Pacific Rail~
way that the population of the
Dominion reached even its pres-
ent lowly total.

In view of the recent promising
results following a positive rather
than a negative -approach to the
‘immigration problem the Cana-
dian' authorities should now be
encouraged to make further con-
structive efforts. At the present
time this task is greatly simplified
‘in view of the current urge to
emigrate on: the part of large
numbers of’the dissatisfied peo-
-ples of various European countries
and the growing publicity given
10 the obvious ‘scope for develop-
‘ment of the vast empty spaces of;
‘the. North =~ Amer.can continent:
The international outlook of the
new Canadian Premief,: Mr. - St.
TLaurent, 'and = his’ ability ~as a
French-Canadxan to pay less heed

:than” his predecessor. to the deli-| .

cate ‘political - considerations” in-
wvolved in any forecful treatment
of the immigration question,
ghould further enhance the pros-

CANADIAN BONDS.

_ GOVERNMENT
PROVINCIAL

" MUNICIPAL
CORPORATION,

CANADIAN STOCKS

‘A.E AMES&CO

INCORPORATED .
TWO WALL STREET
NEW YORK 5, N.-Y..

WORTH 4-2400  NY-1-1045-

Close observers of the Canadian

pects of accelerated actxon to at-
tract new immigrants.

Canada has one of the greatest
assets in the world in her fabulous
1 2,000,000 - square - mile area : of
Laurentian Shield. The Dominion,
however, will require fresh man-
power on the largest possible
scale before Canada’s great Em-
pire of the North can be turned
to  full economic  account. The
possibilities ‘of this area’are be-
ginning to receive world-wide at-
tention but . it: will require the
ronstruction of new highways,
railroads and towns before vision-
ary dreams become concrete re-
Jities.- When it is recalled, how-
sver, that 70 years:ago a country
of a mere 3% million people ac-
complished the epic feat of the
construction: of the Canadian Pa-
cific Railway, there is no reason
to believe that the Dominion will
be less successful in: this. case.

During the week there was al-
most a complete lack of activity
in the external section of the bond
market but there was a moderate-
ly demand for the internals which
improved slightly in spite of a
decline in free funds, Stocks on
the Toronto exchange traded in
small volume within a narrow
orice ‘range. There were further
indications however of ‘a com-
mencement of a new bull market
for the golds.

Stein & Company Being
Formed in N. Y, Gity

Announcement is made of the
formation of Stein & Co. with
offices at 27 William Street, New

. Irving Stein

York City:' Principals of the new
firm ‘are Irving Stein: and H
Landau Stein.  Mr.: Irving Stein
was previously a partner in the
firm of Goulet & Stein, whnch has

been dlssolved

Pierre Papin Joins
Merrill Lynch Firm
(Special to THE 'FINANCIAL CHRONICLE)

‘ST. - LOUIS,- - MO.—Pierre - L.

'Papin has become associated with

Merrill Lynch, ‘Pierce, Fenner &
Beane, 411 North Seventh Street.
Mr. Papin was formerly an:asso-
ciate of Wm., .F. Dowdall & Co.
Prior thereto he was .an -officer

‘of Gatch Bros., Jordan & McKin-

ney and conducted his own in-
vestment business in St. Louis.

John G. Sheldon With
Television Shares

* . (Special ' to THE FINANCIAL CHRONICLE)

CHICAGO, ILL. — John G.
Sheldon ' has-" become associated;
with Television--Shares ~Manage-|
ment. Corp,, -135- South:La- Salle

| Street,. Mr. Sheldon was formerly|¥

{with Vance, Sanders & Co.

‘the . protecfed . industries;

LETTER TO THE EDITOR

* Takes Excephon to Views on
Protective Tariffs

Forrest S. Dunbar, Jr. writes; in answer to Alexander Wilson’s
article “Can America Prosper Without Foreign Trade?”, that tariffs
do not benefit workers. Denies U. S. cannot compete. thh low
. foreign wages.
Editor, The Commercial and Fmafrwzal Chronicle: :
Many of the articles in the Thursday edition. of the “Chronicle”
have presented viewpoints and reasoning contrary to my own, but
not until I read Alexander Wilson’s article, “Can. America Prosper
Without Foreign Trade?” in the July 29 issue was I prompted to

reply to any of them.

Three times Mr. Wilson made
mention of the ~make-believe,
fanciful, disproved advantages of
3 tariff on imports. I have heard
of these advantages before, but

takes we as a nation made in our
economic and political past. These
ancient fallacies, that tariffs pro-
tect the wages of our working
men and our high living stand-
ards, are especially insidious be-
cause they are a form of wishful
thinking with such a pleasing
sound that in the past have proved
convincing to many wage earners
and many others who had not had
the opportunity to learn of the
facts in regard to the protective
tariff as a national policy.

It is true that the tariff permits
the protected enterpriser to charge
higher prices than he could other-
wise charge, but this does not
mean that this greater amount of
money. that  the consumers are

| forced to pay if they are to have

a particular product is going to be
paid to labor. ' It might just as
possibly be needed to pay for one
of the other factors of production.
Wages in general are not raised
by the tariff, and the wages paid
for labor in’ protected industries
will not be hxgher than those paid
to workers in uriprotected indus-
tries.’ The relatively high level of
wages in 'our country depends
upon the relatively high effective-
ness or productivity. of labor. The
most probable effect of the. tariff
on' wages: is to reduce the real
wages of all by causing the prices
of many commodities to be higher
than -they would be without &
tariff.

The. present wage and’ cost of
living: situationis ‘a’ perfect ex-
ample of'the'great difference be-
tween 'money -iwages -and: ‘real
wages.
money received by, labor has dou-
bled .since 1939; but that doesn’t
mean that-these workers can buy

'. twice as much goods now as they

were able to buy in 1939. ‘A sim-
ilar situation occurs as a result of
protective tariffs. Workers in pro-
tected industries receive wages up

*to the standard paid labor-in sim-

ilar types of employment despite
the fact. that they produced. less
real value in ‘goods than ' they
could produce if employed in ef-
ficient industries.” Yes, the money
wages,of the employees in the in-
efficient protected industries are
kept up to standard as a resulf of
the protéction of "the tariff,- but

‘| the - real value of everyone else’s

money wages decreases because of
the ‘higher prices they. are forced
to pay for the goods produced in
Some
workers . are. .enabled. to recelve
the standard-money ‘wage, but in
domg so. the real ‘wages of - all
others are decreased, .

Wouldn’t it be much better to

i put this:labor to work m efficient

-|industries where we ‘would all
| gain. irom their productweness ln-
stead of being penalized-as a re-
sult of their lack  of ‘productive=
ness? This same waste occurs in
all the. resources, materlals equlp-
ment-and -plant. space -which-are
used. in' these -industries which are
‘not -efficient enough to stand cond-

petitlon and . requlre tariff..bur=

only in connection' with'the mis--

In: :many instances . the |

dens to be placed on the consum-
ers in order that they survive.

The fact that American indus-
tries pay higher wages does not
mean ‘costs of production are high,
and, therefore, that our industries
need protection from countries in
which ‘wages are low.  Our high
wages result from the 'greater
productivity of our labor. Labor
costs 'are calculated not by the
rate of wages paid, but by the
amount of work turned out for
the ‘wages  paid. ' If high wages
mean high  cost - of  production
which require the protection, of
tariffs to be maintained; how does
it. happen that we can sell to the
value of billions of dollars a year
($4,021,000,000. worth in 1940) to
the people of foreign countries?
Why. with their low wage rates,
can they not undersell us in every-
thing? :

- If the foregomg has been -too
much theory and not enough prac-

| tical + experience .. to  completely
convince all of the absurdity of

Mr. Wilson’s stalement, ‘Every-

‘thing being equal, it is a self-evi-

dent fact that Americans cannot
compete ‘with the low foreign
wages and the low foreign stand-
ards of living,” how is it that Eng-
land with, high wage rates and
standard of living engaged in free
trade for many years with China
where these labor conditions are
exactly reversed, without any no-
ticeable drag of English labor
down to.Chinese wages and stand-
ard = of: living -or to . raise the
Chinese. laborers to the English
level. “England is ordinarily sec-
ond only-to the ‘United States: in

‘Iboth -respects under -a system

which until recently has been
practically: free trade. .
Does it not seem reasonable that

w1th iour present shortage of la-

bor; capital goods, and plant space,
an e)\cellent time is provided: to
rid ‘ourselves ‘of -these - industries
the ;' American. consumers - have

been ‘penalized to support all these{ -

‘vears? These productive resources
‘have ‘been ' diverted from -indus<
tries “in »which ' they “would be
especially productive to other lines
in 7 which ' their employment’ is
relatively ineffective. The desired
-commodities and- services are ob-
tained ‘under: difficulties, and the

sum : total “of ‘goods -available for |

-the -enjoyment  of the people of
the country is smaller than other-
wise. "This ill treatment of all the
citizens ‘as eonsumers results ;in
gains  for some enterprisers but
not for others. Such a period of
shortages 'as  this: provides the |,
means of  curing with the least
possible hardshipto those in the

protected industries these ‘wastes |
of this country’s agents of produc-|~

tion.  All personnel, investments,
nianagerial - abilities, machmgzjy,
and plant space at presént used in
these inefficient industries could
be “put to use 'in  industries ‘in
which this nation has a compara-
tive advantage and in.which the

supply 1s decldedly less than the:

demand
" Mr. Wllso-n S statement in re-
gard to those who are responsﬂole

for, the ownership ‘and successful

operatlon of an mdustry or bus1—

| ners - brmgs forth the only group
‘who gain asa result of tanffs and ; Louis. i

1they ‘do so only at the expense

of the majority of the country.
But even they never gain as mucly
in ‘profits: as the people on' the
whole. ‘lose ' as ‘consumers.  The
tariff is a perfect example of ex—
ploitation of the many for the
benefit of a few.
FORREST S. DUNBAR, JR.

August 25, 1948.

23 Onslow Place,

Freeport, L. I, N. Y.

COMING
EVENTS

In Investment Field

Sept. 10, 1948 (New York City)

Security Traders Association of
New York Summer Outing at
Travers Island.

Sept. 17, 1948 (Chicago, IlL)

Mummpal Bond Club of . Chi-
cago annual field day at Knoll-
wood Country Club (cocktails and
dinner 'at the Kenilworth Club
Sept, 16).

Sept. 17, 1948 (Philadelphia, Pa.)

Investment Traders Association
annual ; election ' and dinner at
Palumbo’s Cafe.

Sept. 20, 1948 (New York Cify)
Charles Hayden Memorial Tro—-

phy Gold Tournament at Baltusrok

Golf Club, Springfield, N, J. .

Sept. 23, 1948 (Des Moines, Yowa)

Towa’ Investment Bankers Asso— -
ciation annual field day at Hype-
rion Club, with breakfast at Hotel
Savery. ‘

Sept. 26-29 (Detroit, Mich.)
American ‘Bankers Association
74th annual convention,

Oct. 11, 1948 (St. Louis, Mo.)

Tentative date for annual elec~
tion ' party of Security Traders
Club of St, Louis.

Nov. 13, 1948 (Chicago, IlIL) :

. Bond Traders Club of Chicaga
Luncheon for members of NSTA
passing through Chicago on way
to the Convention,

Nov. 15-18, 1948 (Dallas, Tex.)
National Security Traders Asso-
ciation Convention.

Dec. 5-10, 1948 (Hollywood, Fla.}

Investment Bankers Association
1948 convention at the Hollywood
Beach Hotel.

WilliamﬁF. (ibulel‘ls ;
Soom 2 SRl
Opening. Own Offices:
William_ F. Goulet is opening
offices at 25 Broad Street, Newr
‘York : City, to. engage in-the se-
curities business, - Mr. Goulet was

formerly a: partner in Goulet &
Stein.

Joms Calvln Bullock

.Herbert A. Bu‘ks, formerly
Assistant, Secretary. of the North
British and Mercantile Insurance
Co.,'is- now" associated with the
firm of .Calvin ‘Bullock, 1 Wall
.Street, New York Clty, as an
Account Executive, i

With. Herrick, Waddell Co.
(Special "to THE f‘xNANclAl. Cnno_ulu,:):
TAMPA, : FLA.— Saverio /L.
Salario . has joined 'the staff: of
Herrick, Waddell & Reed, Inc.

Wlth Clement A. Evans Co.

(Specml toTHE' FINANCIAL' CHRONTCLE)

~SAVANNAH,; GA —William:A.
meum 1II is with.Clement. A.
Evans . & Co., Inc., Liberty, Na-
tlonal Bank Buxldmg -

Joins E. D. Jones Staff

(Speclal to ‘[HE FINANCIAL Oxnomcu)

“BELLEVILLE, ILL.—George A.
Brechmtz Jr.; has joined the staff

of Edward D Jones- & Co. oi St.
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tp://fra}s»evr.sgl‘c_)uisfqgl.org/ :




. Volume 168 * Number 4730,

‘THE ' COMMERCIAL ' & FINANCIAL CHRONICLE

013) 17

. :Heavy Demand for Rubber Products: Litchfield
. " Chairman of Goodyear Tire and Rubber Co. sees continuation of.

high demand for tires as well as other rubber products. .~

After three years of peacetime production during which a tre-
-mendous - replacenient backlog has largely been filled, the demand
sfor all rubber products still continues at high levels compared-to. the

/immediate prewar years,

P. W. Litchfield, Chairman of The Good-

~year Tire &
Rubber- Com-
.pany, report-
ed on -Aug:
©. 25, Mr. Litch=
-field esti-
-mated that the
-replacement
demand for
passenger,
car . tires ‘in
L1949 would
.exceed this
.year’s. esti-
mated out-
put of 40,5v0,-
000 tires ‘and’ it
that the re- . p. W. Litchfield
placement de- :
.mand .- for  truck. and bus. tires
‘would equal the 1948 production
of approximately, 7,500,000. . . .
" The outlook . for .total.tire .pro-
“duction” for 1948, .even, with :an
expected seasonal ‘decline in . the
{ourth' quarter, .is' for'some" 86,-
000,000 - tires ‘against ‘last -year’s
‘all-time record  of 100,000,000 and
‘between 60,000,000 and" 63,000,000
in the best of the pre-war years.
LCurrent. estimates for 1949, ac~
<cording :to Goodyear’s chief ‘ex~
ecutive, place ' the ‘demand at
Toughly 81,000,000 tires, Barring |
any serious readjustments ‘of’ the |

4

During the past three .years,
approximately:. 260 million. :tires
for motor vehicles have been pro-
duced by-the American rubber in~
dustry compared with 180 million

+ | in-the three-year period just. prior
to the war, an increase of 45%, -

‘~Mr. Litchfield called “attention
to the heavy continuing demand
in. the non-transportatien groun

-| of ‘rubber products such ‘as me-
- | chanical goods,” heels  and “soles,
| and the new. developrients suci
.1 as.;foamed ‘rubber, ‘rubber  films
| | and covering materials; . In this

tield approximately . 30%" of “all
new rubber, both natural and syn-
thetic, is consumed; “Over: '300,~
000-tons of rubbey should: be con+
sumed in the non-transportation

- | group this year-and approximate-

ly-the same in 1949, with total con=
sumption in . ‘the - United States
running around 1,000,000: tons;

The 'high-level of: ‘demand: for
tires and: other :rilbber products

' was -attributed. by :Mr: Litchfield-
ito the increased number of .cars;|

trucks and traetors. in. operation,

‘}0 a continued unsatisfied demand
for

all types ‘of .new, - motor
vehicles, to increased. mileages
driven. yearly. dnd. to. sustained
high levels of purchasing power
and business activity.

current inflationary: spiral. !

Holds Government Plannin
Tolalitarianism

First National Bank of Bostoi

economist ‘which points out-modern planning; even with noble inten-

gleads fo

quotes. recent study- of -English -

tions to. control things, invariably ends by conholﬁng men, *

The August issue of the “New

England Letter,” published by the

First National Bank of Boston, discusses master planning by Govern-
ment in theliight of recent proposals and developments in: this and
other countries. The hank contends, as a result of its analysis,  “it be-

hooves the thampions of democ-*
racy and private enterprise to be’
alert to the dangers that confront
us and assiduously to work to-
ward solving more of our prob-
lems at the local level.” - |
* According to_the article: |
. |
Master Planning. by. Government |
Planning by government is not
a new venture.. Its roots, which
extend back into dim antiquity,’
reached full bloom in the Middle|
Ages when the rigid system of
regimentation and widespreadi
corruption led to chaos and dis-|
integration. For many  cénturies
China and India have been. regi-
mented; but their people have al-
ways: been on the borderline of
destitution. - There is no record
that planning by government has
ever raised the living standards
or: provided freedom to.any peo-
ple. As a matter of fact, historical
evidence clearly shows that it was
not until the emergence of cap-
italism that the so-called, common
man got his first real chance, It
was this system that emancipated
him from slavery and extreme
drudgery and made it possible for
him to have a greater variety of
food and more comforts and con-
veniences than had the royalty
of the Middle Ages, .
. It was fortunate that this coun-
try could start with a clean slate
without the inherited ‘prejudices,
hatreds; and frustrations: that pre-
vailed -in -all* parts of the old
world:, When settlers came here
to escape from the regimentation
and : tyrannies of Europe, . they
established a new order that cen-
tered around political and econ-
omic freedom, and this has pro-
vided the incentives and oppor-~
Aunities that have released the
great creative powers of individ-
uals.;, Under the American sys-
tem, this country has enjoyed
tremendous-economic growth. Al-
though our population constitutes
but 7% of the world’s -total,

gitized for FRASER
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American private business enter-
prise has become the. “arsenal of
democracy,” and -since -the  close
of the war has fed the hungry. of
the world and has helped the
stricken nations to their feet; In
all the annals. of history there is
no. other system which ean begin
to compare with our own from the
standpoint -of providing- living
standards and individual freedom;

The planners .concede that our
past. record is unsurpassed, but
contend that we have reached the
stage .of. ecqnomic maturity . and
hence must consolidate our. gains
under- government direction. and
divide up the wealth by taking
from the ‘haves” and giving. to
the “have nots.”. But the assump-
tion that this country.is overbu.li
rests on false premises as.is -evi-
denced, for example, by the short-
age in this country of many mil-
lions of homes and. cars, .In his
annual message to Congress, Pres-
ident Truman stated: “We are to-
day far short of the . industrial
capacity we need for a growing
future. At least $50 billion should
be invested by industry to im-
rove and expand our productive
acilities over the next few years
But this is only .the beginning
The industrial ‘application ‘of
atomic energy and other, scientific
advances will constantly open up
further opportunities..for expan-
sion.” "In order to fulfill these po-
tentialities, it is highly . essential
that private enterprise be  given
every opportunity to play a.dy-
namic role unhindered by undue
governmental interference, Gov-
ernment regimentation under =z
planned economy stifles or destroys
perspnal. initiativé, ‘while endless
red tape, regulations, and direc-
tives not only cause confusion but
also interfere with production, In

his - excellent book, “Ordeal: by
Planning,” Professor JohnJeéwkes,
of the University of -Manchester,
England, reveals how government

planning has, affected. British 1.fe
‘and ‘industry. He says: “No’ pen’
could fully describe and no mind
could-wholly grasp the vast mesh
of controls in Great Britain that
now circumscripe everyday action.
But a casual reading of news-
papers over a few months throws
up-sufficient cases to provide some
notion of the extraordinarily fine
network - of
drances. that surround .us.” For
¢xample, “The dispatch of a-smal)
shipment. of ' six - drums-: of lubri-
cating’ oil involves the- filling 'in
of .46 forms, requiring 42 signa-
tures, not including the customer’s
invoice or-delivery notes.” Many
other.examples of similar nature
are given. to show the incredible
degree of regulation to-which the
economy -of Great. Britain har
-been . ;subjected. : Based’ upon ' 'a
careful - study. of the British ex-~

order " of things. A ‘pathological
dread of becoming old-fashioned
leads them to press for Utopias at
almost "any cost. They  express
‘their hopes for the future in or-

~ . inate_imagefy, such. as ‘the .wave

‘of the future,’” the-‘shape.of things
to come,’ ‘social .engineering’.”

The ‘planners in  Great  Britain
as well as in this, country and else=
where are impatient to. cure eco-

‘As Professor Jewkes says: ¥, .
.unti]l he gets into.power the plan-
ner-‘complains’ that labor .is
sweated and the consumer under-
supplied; after he gets into power
he ‘engages-in constant exhorta-
tion for hdrder work and calls for.
an“almost - oriental patience from!

perience, Professor, Jewkes came
to "the conclusion that the plan-|
‘ners as.a species “. ... suffer from |
ca’ turbulent craving for-a new|

nomic. ills, and " relieve .poverty.|:
-| static device that presents a visual

- Engineering Profeséorlﬂesigns Machine fo
' Regisler Economic Forces

Carl E. Gregory of New-York University has an “Econometer” which
visualizes interrelated economic forces at work on the business cycle.

Everybody talks about the high cost
anything about it—-how often you ]

restraints . and - hin- | B8

of soaring prices. . Prof, Carl E. Gr

lege of Engineering, says he is doing something about it.

of living but nobody doeg
rear that statement in these days

egory, New York Uni_versity Colml

He designed what he. calls: an®

ECONOMETER and student engi-
neers at the college built “it—all
for the purpose of helping people
understand what factors make our
economy- act -the way- it does: and
to get the answers to some-of our
‘current problems. @ -*

The. Econometer is .a hydro-

picture to,the observer of gen-
eral economic: forces that effect
the business cycle. - Prof. Gregory
plans to use  the. machine: for
lectures before Chamber of Com-
‘merce groups; women’s clubs and
the like in the same-way he:ap-

the impoverished ‘consumer.” Un-
fortunatelv: progress - canhnot be
accelerated by waving ‘a magic

“I'wand or by coining’sugar-coated
' slogans which' furnish the keynote
| for“a constant’ propaganda bar-

rage. ‘On the contrary, real’ eco-
nomic.progress comes largely
{from the  investment of -capital
favings “in " tools and equipment
which has increased- productivity
in this country over the -decades
| at an average rate of around-3%

A study:of government -plan-
ning down through the ages shows
that one step leads to another un-
til finally the entire economy and
all institutions -are engulfed in
soime’ form of ‘totalitarianism, un-
der which the activities of the
many. are.directed by a few who
rule ‘with- ‘an iron hand as-ex-
pressed by Professor - Jewkes:
“The  modern - planning movement
sets out, with good will and noble
intentions, to control things-and
invariably ends up by controlling
men.” ; -

It is futile, however, merely to
denounce_planners. unless we deal
intelligently ‘with: ‘the - conditions
that pave the way for planning.
' Overthe  years, ‘practically :all
groups have turned to Washington
for handouts or special privileges.
This in ‘turn has led to the mush-
room: growth of -a‘ bureaucracy
that has:aggressively extended its
power over ‘an ever-widening
sphere -until it now 'includes all
segments of American life. Unless
this vicious trek to Washington is
stopped, 'the planners will gain
their 'objectives by default. It
therefore behooves the champions
. of: democracy and private enter-
prise to: be alert to the dangers

te:-work: toward Solving" motre: of
.our problems at the local level.

Beavt: E. Alanson Honored
. SAN._ FRANCISCO,  CALIF,—
Trading on' the San Francisco
Stock Exchange was suspended for
a brief period Aug. 26 at 1:45 p.m.

to honor Bertram E. Alanson on
his 40th anniversary as a member
of the San Francisco Stock Ex-
change. Douglas = G.' Atkinson;
 Chairman of the Board of Gov-
ernors, presented Mr. Alanson

that-confront us and assiduously| !

plies.it for engineering: classes at
the college. g ;

The instrument:is composed  of
a-balance held in equilibrium on
a knife edge by a cpunter-balance
arrangement, he face ~of the
balance carries a two-way ‘arrow
about three feet'long. - The arrow
points on one side to a scale rep-
resenting the changing value of
the dollar. : On-the other side, it
points to a scale  showing varia-
tion of prices, ;

Located. near the ‘outer ex-
tremities of the double arrow are
two glass. containers. The . one
near the price scale is filled with
specified amounts of red liquid
representing the amount of goods
and - services  heing :sold on the
market. The other containér: is
near the dollar value scale and is
filled with measured:quantities of
blue liquid—this represents the
amount -of-- purchasing- medium
which is, active. on -the -market
during‘a part.cular period. Grav-
ity keeps the glass containers per-
pendicular ‘on - their knife-edge

. controlled,

suspension, - Specially constructed
elongated funnels compensate for:
variations in . position and cateh
the flow from above, gy

The four glass containers, two
floating and two stationary, have
petcocks :by which. the  flow s
controlled, . By. this means, it is
possible to demonstrate change in:
the forces encountered in a given
situation. = Liquid flow  can : be:
into or out of; the
{loating glass containers no. mati-
ter: what their position ‘may _be -
on-the are, These rates of flow
are analogous to: (a) increase of
decrease ' of goods and  services,
and (b) increase or decrease of
ﬁu:;‘chasing medium on" the may~

et. g e
The Econometer is 'extremely:
valuable ‘as a visual aid—it dem-
onstrates, in organic fashion, the
interrelated * economic forces ab
work in our economy and their
effect on the business cycle.
Prof. Gregory utilizes the machine
in two ways: (1) for illustrating
general economic theory in the
classroom and at public lectures;
(2) for statistical work on prob-~
lems concerned with our present-
day economy.’

The Econometer was constructed
through the cooperative etforts of
students from several departments
of New York University College:
of Engineering, = Under = Proi.’
Gregory’s guidance, this work had-
-a marked influence on the degree-
of enthusiasm and understandiiig”
which student engineers displayed -
toward what they formerly re-
ferred to-as- ‘“just a coursein
Social :Studies.”

With Stewart,
Scanlon & Co.
(Special ‘to THE FINANCIAL CHRONICLE)
-SAN: FRANCISCO, CAL.—John
R. Moore and -Charles E. Morin
have been added to the staff of
Stewart, Scanlon & Co:, 216 Mont-
gomery: Street, -members of the
San . Francisco . Stock - Exchange.
Mr. - Moore was previously with
Hannaford- & Talbot and First
California Co.

With Grimm & Co.
(Special to THE FINANCIAL 'CHRONICLE)
JACKSONVILLE, FLA.—Théo-
doreR. Biggs-has- become' asso=
ciated with the staff of Grimm &
Co. He was formerly manager of
the trading department for-South-
eastern Securities Corp.

~ With R. F. Griggs Co.
(Special to THE FINANCIAL CHRONICLE)
WATERBURY, CONN.— Leon

J, Thibodeau is with The R. F.

Griggs Co., 35 Leavenworth St.

' Joins A. M. Kidder Staff

(Special to The F_‘NANEX'AL\‘CH!}&NICLE) Y

SARASOTA, FLA.—Philip B.

with “a- set- of rawhide ‘traveling

bags as a gift of the membership.

'Bateson is now with A. M. Kidder

'Simonds Named iBA

]

Gov. by Mich. Group

DETROIT, MICH. — Ralph W.
Simonds .of Baker, Simonds &
Co. has been named.to.the Na-
tional Board of Governors of the .

l“

Investment Bankers Asgociation of
America by the Michigan Group.
Mr. Simonds will serve for three
years starting in December. He
is a former President of the De-
troit Stock Exchange, and dur-
ing the war was co-chairman of -
the War Finance Committee  for
Michigan during eight war-bend

Ralph W. Simonds

& Co., 203 South Palm-Avenue.

drives.
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l Securities Salesman’s Corner

By JOHN DUTTON

Several weeks ago a salesman whom we know made an evening
call upon a new. prospect. He had no advance information regard-
ing the people upon whom he was making his call. “They had an-
swered a newspaper advertisement and requested information re-
garding the securities advertised. His firm had mailed reports and a
“thank you” letter to the prospect. The following circumstances took

lace:
P He rang the doorbell. The husband came to the door. He told
the husband his name and the name of his firm and also related that
he would like to tell them about the securities in which they had
“expressed an interest. But the husband gave him a blank look.
Then he smiled and said: “It must have been my wife who answered
that ad.” It was his wife. He invited the salesman to come in.
From here on the interview developed to the point where the husband
became: interested; ip, what the salesman hadto say. :Then he called
his wife and she joined the discussion. Up to this point the sales-i
man was groping in the dark. Finally the wife remarked: “Well, 1
just can’t get'excited about buying anything now. This market is

in the doldrums. I don’t want to wait the rest of my life for my stocks Fvalliation,

to move a few points. ' Income! Who wants income? - Not me anyway:
Sure we’'ve got some stocks and we: get  some’ dividends, but that’s
alright for him  (pointing to: the husband). = But what I want is
action.” = From here on the conversation was'directed along the lines
of establishing confidence. No effort .was made to try and-do busi-
ness during this first interview:  The' salesmanleft after- having

. made an exeellent first impression- and-after promising.to-secure in-
formation on two securities which:the husband owned,; also some-data:
about a new issue in which the wife was interested. :He-later-mailed

. reports and:a.prospectus -on:the new. issue. - 'Ten' days went by and
he heard no more from his new-prospects; = =" 3 )
| Now here is a case  where- the-average salesman would say what
is the use fooling around with: such:'an account. The husband was
undoubtedly a“very small: investor, primarily interested  in -short
profit,: big: name, listed .issues. : Certainly- his business’ could:'not ‘be
profitable to a salesman:interested inselling unlistéd securities. - On
this point we ‘would- agree,: But still' a call' was ' made which:took up
-an entire ‘evening of this. salesman’s time. " In addition: his. firm has
spent time and money in sending:out:information; follow up letters,
etc. Was:there not:some point dof attack where a ‘sale might be made
and some future:business. obtained? ; : }

In our opinion these prospects should not be' classified as un-
promising until an attempt is made to sell some’speculative security
to the little women of the family. A foundation has been laid by this
salesman. - In his first call and by his “follow up” mailings he has
paved the way for an offering of a security that has “price apprecia-
tion possibilities.” This type of business is certainly not the “bread
and butter” of ‘the securities business, but if you are-‘alert to such
opportunities you will be able to do some business along speculative
lines with people who are mainly interested in taking a flyer. The
difference between a salesman who is making a good living out of
this business today and those who' are not, is that the former has the
ability to size up his prospects and sell them what they want,

Incidentally, there are a large percentage of security buyers
today who don’t give a tinker’s hoot about safety of principal, income,
or marketability. * All they want is someone to come around and tell
them what stocks to buy FOR A PROFIT. If you don’t do business
with them some other broker will. If all the brokers and investment
dealers try to convert them into becoming investors they will politely
take their money out to the racetrack, the dice games, or the numbers
pools, and you can preach investment to them until you are blue in
the face but it won’t change this natural gambling instinct which all
of us-have to a greater or lesser degree. In this case if Mrs. Prospect
wants to put her money on some stock that she thinks will give her
a profitable turn THAT IS EXACTLY WHAT YOU SHOULD HELP
HER TO ACCOMPLISH. There is nothing else that any salesman
could do under the circumstances.

. replacement costs in’ estimating

cussed. in this article,”-Mr.  Bliss
'points. out, .“is not whether in-

‘and.in the long run are offset by

.ventory: profits-exist .at -alll:" We

:therefore,  never having “been

New York Stock Exchange
Weekly Firm Changes

The new York Stock Exchange
has announced the following firm
changes: .

Wilson P. Merritt retired from
partnership in Halladay & Co. on
Aug. 31.

3ischeer & Co. dissolved on Aug.

Joseph P. Fell, limited partner
;111 Goodbody & Co., died on Aug.

Interest in the firm of the late
E. Kirby = Newburger, limited
partner of Kohlmeyer, Newburger
& Co., ceased on Aug. 27,

Interest ‘of the late Arthur
Charles Knies in Vilas & Hickey
ceased as of Aug. 27, g :

John Wolforth With
Prince and Byrne

John H. Wolforth has joined the
trading department of Prince &
Byrne, 67 Wall-Street, New York
City. In the past Mr. Wolforth
was active as an individual dealer
in New York City.

R. H. Johnson Adds to Staff

R. H. Johnson & Co., 64 Wall
Street, New York City, announce
the addition to their sales staff of
Donald ‘W, Baker, Charles S. An-
derson, Jr., and Thomas D, Brown
in the New York office; David C.
Wheeler in the Manchester, N. H.,
office, and Seymour T. Pearlman

in the Albany, N. Y., office.

~ NATIONAL
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- Questions. Business

Profits Gome From

Rising Inventory Values

?rof._.C!larles A. Bliss of Harvard Business School holds increase
in unit inventory values can only add to profits when selling prices
are raised coincidently with cost rises.

Business profits have not been inflated by

rising inventory val-

ues, says Professor Charles A. Bliss of the Harvard Business School.

In an article entitled “The Reality of Inventory Profils”
tember issue of the “Harvard Busiress Review”

in the Sep-
he attacks the posi-

tion of those who claim that the®
reported profit ‘figures of Amer-
lcan . corporations = are ' greatly
overstated because they include
temporary or “paper” inventory
profits. An important implication
of his argument is that the use of

current. expense -produces results
that. are both haphazard and  il-
logical. The same - qualification
applies to  the last-in-first-out
(LIFO) method of inventory

-~ “The question of - ‘reality’. dis-

.ventory :profits: are ‘paper profits
inventory' losses: but: whether in-

shall argue that in.many. areas. of
business- profits' do not ‘arise:co-
incident” with: increases: in - dollar
:valuation of inventoryand that

«created, ‘inventory’ profits are in
large part a misnomer:and  non-
existent; ... ’

- “The estimated magnitude of so-
called inventory profits is most
substantial. Total profits in 1947
were $17 billion (after taxes) ac-
cording to estimates of the De-
partment of Commerce. Of this
total -almost $6 billion are de-
scribed as inventory profit ..
shown as an adjustment to total
profits with the implication that,
since presumably. it arose. solely
from  the more-or-less automatic
effect of the price level rather
than from regular operating mar-
gins, its- subtraction from total
profits would provide the most
appropriate measure of profits for
the year,

“A profit adjustment of this
magnitude cannot be accepted
or dismissed without scrutiny.
Whether or not such an adjust-
ment of profits is a gross over-
estimation (as is contended in|
this article)  turns.on two 'ques-|
tions: (1) the. rea};mnature-of.in-;
ventory profits,-, with particular
attention to their origin, and (2)
the practical circumstances of
businesses which determine
whether such profits are actually
made or not.”

Professor Bliss contends that an-

inctease in unit inventory values
can only add to profits when
management deliberately -marks
up selling prices coincident with
cost rises. “As we have seen,” he
goes on,--‘“the important : test of
the reality of inventory profits is
the extent to which a product is
marked up in price so‘that exist-
ing inventory can be sold at a
higher price than heretofore. Only
in this way can a profit be made
on inventory; for unless the addi-
tional markup i§ made, increased
price levels do not mean increased
profit .but only ‘the freezing  of
additional working capital into in-
ventory of higher per unit value.
Accordingly the existence of in-
ventory profits turns on a ques-
tion of fact as to business prac-
tice:  Are prices immediately sen-
sitive to changes in cost? .. ,
“Undoubtedly * th e situations
vary, company. to company and
period -to -period. -One executive
reports that in his industry each
company refrains from passing on
increased costs. on' existing and
even on new inventory, until such
timeés as stock falls low or new
stock- starts into sales,  If, how-
ever, some competitor, subject to
the same forces, reaches the crit-
ical point earlier andgis led to
make the price advance, all ‘com-
panies can be expected to follow

promptly or at least to consider
seriously the relative advantages
of such action.

“But where the cost informa-
tion that a company has at its
disposal is poor, and where there
is a natural lag in the reporting of
the operating effects of the chang-
ing mix of products-and of the
changing levels of factor prices,
it would seem far from correct to
presume the prompt adjustment of
price to cost. Couple this indeter-

'minatedness with the:fact that in

many- industries- the" changes 'in
pricing: are not:. continuous but
occasional - and : ceremonial—new

' catalogues; : meetings: . with sales-
‘men, ‘earnest’ consideration’ of the

impact ‘on the market.and on com=

i petitors—and the *underlying  as-|
:sumption for ‘the ‘creation of "in<
'ventory .profits is seriously weak-

ened, ‘

““Changes in cost.do have their
effect” on selling  price;” but 'the
point ' is - that they. ‘do. so _in no
ordered fashion. " Some cost
changes may be anticipated, some
delayed,  some offset by. opposing
economies; for some the recovery

through  selling price may be

tardy, which would mean in ef-
fect that not until the new costs
begin -to show up in the current

.| reporting will changes in price be

made. Any idea that inventory
profit, ‘or -inventory loss for that
matter, is ‘the neat automatic
event that: follows exactly upon
the change in inventory unit
valuations or is the unwelcome
but inevitable progeny of the
accountants’ method of measuring
cost -of goods sold is clearly with-
out foundation.

“Is this no more than a matter
of semantics, of definition of in-
ventory profit? Perhaps, one
might say, there is no extra profit
on sale of current inventory, but
surely there is the added cost of
carrying inventory asita result of
the higher price level. - And if our
reported profit is not adjusted for
a transient, temporary ‘inventory
profit,” then should it not be ad-
justed' for the unrecorded in-
fluence of higher inventory car-
rying costs? . . .

“In any period of inflation
businessmen find need for addi-
tional working capital. Wage
payments are larger and demand
larger amounts of cash; materials
purchased and accounts receivable
involve larger sums for the same
physical volume of activity.
More capital is necessary to keep
an’ inventory of a specified size
during the period of higher prices.
The dollar counters with which
the economy operates have
shrunk in size,

“What all this means in the first
instance -is- that business. finds. it
necessary to shift the nature of
its assets from cash to other assets
such as receivables or inventories.
The higher unit inventories dis-
cussed earlier call for the freez-
ing—for the duration of the ad-
vanced' prices — -of = additional
working capital into the inventory
account, 'And this, of course, is
true whether or not the inventory
is valued at Lifo. What. the use
of Lifo does do, of course, is to
ease the working capital situa-
tion by postponing a portion of
the tax burden, and this is a
major reason for.its use, . . .

“If one were to say that it was
the responsibility of management
and the community to make sure
that an"enterprise’ be maintained
from one period to the next, then
one might argue that replacement

costs ought to be met out of cur~

.+ ent operations so that the enter=

prise might enter the new period
without prejudice, An enterprise:
is not expected to terminate, but
to. be continuous. Accordingly,
the argument would run, its sur—
vival costs are appropriate costs
against the current period, and
profit should be reckoned only
after such costs have been met.
“The situation with respect to
inventory, however, is' not so
simply defended. What is neces—
sary to finance the added working
capital is not the full amount of
the needed capital to be taken out

of this one year’s operations, but

only the cost of acquiring that
additional capital. In other words,
what is involved is not the entire
capital amount, but only the an-
nual service' charge for the use
ofcthat capital. ; Certainly, if there
is +no. equivalent, automatic :in-
ventory profit, the profit estimate -
for the following years of inflated
prices (i.e., years with shrunkem
dollar’ counters) should bear
equally the burden of this incre-

'ment ‘of frozen “capital, and net

‘the single year in which the cap—

ital ‘drain . took place, , . .

- “If transfers of computed profit

from  one year. to. another are: -
socially desirable on'the grounds

that - greater . economic stability

would -result,: then the approack:
might . better ‘be'.direct tham

‘oblique,. . What ‘is ‘needed 'is bet-

ter- understanding -of the nature
of - the “profit estimate and the
‘treacherous assumptions that are
made in order to get estimates -
for the short run. Management;
labor and government must learre
not to be trapped by short-period:
estimates; They must learn that
‘annual profits’ are additions to &
fund which maintains the enter—
prise through one set of condi-
tions to another, with the sizable
errors in the estimates of the in—
crements tending to cancel out im
the aggregate,

“What better way would there
be to recognize this situation thamn
to emphasize totals of profits for
periods longer than a year—say.,
to use five-year moving aver—
ages? Or, in terms of tax law,
to approve carrying losses for—
ward for an equally subtsantiak
period? Would it not be better
to get equity and balance in this
direct fashion than to attempt
elaborate inventory valuatior
schemes?”

Winners Announced in
Curb Golf Tournament

Joseph F'. Reilly won his second
leg on the New York Curb Ex-
change Five and Twenty Club
trophy with his low gross score-
of 78 at the annual gold tourna-
ment of the club held at the Mont-
clair Golf Club in Montclair, N. J..
Approximately 170 members and
guests of the New York Curb Ex-
change were present.

Runner-up for the trophy with
second low gross was Lincoln Q.
Robertshaw with an 80. Herbert
Tully took low net prize with am
85-15-70. Tied for -second low
net ‘were Leonard Greene ahd
Judson Streicher with net 71's;

Dobnald Totten won the award
for driving nearest the flag, plac—.
ing his tee shot within nine feet .
of the pin on the 7th hole of the
fourth nine. John Conroy, Gilli<
gan, Will & Co,, captured the, low,
gross prize for guests, S

These prizes - and humerous
others were awarded at' a dinner
in the evening by Mortimer
Landsberg, President of the Curh
Five and Twenty Club,

Among those present at the out=
ing were Edmond Hanrahan,
Chairman of the Securities and
Exchange = Commission, Francis
Adams Truslow, President: of the 1
Curb Exchange, and Edward C.
Werle, Chairman of the Curb
Board. of Governors. Jack Fein-
stein was’'in charge of tournament
arrangements, : 4
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Russell Giderman Is
|With McDonald & Go.

CLEVELAND, OHIO — Russell
J. Olderman has become associ-
ated with McDonald & Co., Union

Morigage Debi Rose Sharply in 1947

John C. Thompson, President of the Mortgage. Bankers Association,

reports. results of survey, showing'a ‘gain of 279 in mortgage

financing in 1947 over previous year, Discloses private lenders now
hold 949 of all urban and farm mortgages.

Total mortgage debt of the United States registered a sharp rise
last year, increasing from $34,720,784,595 in’ 1946 to $44,069,054,006 on
Dec. 31, 1947, a gain of nearly 27%, according to the annual survey
of the country’s total mortgage indebtedness made by the Mortgage
Bankers As- ©
sociation  of
America and
made public
on  Aug, - 29,

: How Can It Be?

_“Anxiety about the advancing social transforma-
tion under the leadership of the Soviet Union is
depriving the average Western citizen of a real
grasp of the situation and of an adequate under-
standing of what is actually
going on. He has not much to
offer along the lines of moral,
philosophical or spiritual leader-
ship. What he has taken for
granted is slipping out of his
hands. That makes him con-

over 7% less than in 1946, a net
decline of $134,534,096, )

“In’ the farm mortgage  field,
‘the holdings of the federal land

Another sub-
stantial  in-
crease in
mortgage dekt
this year can
be antici-
pated, accord-
ing to John
C. Thompson,
Newark, As-:
sociation
President. The
study is the
only annual
survey : made showing the total
U. S. mortgage debt.

“Commercial - banks supplied
the largest volume of mortgage
funds in 1947, increasing their
holdings approximately $3,600,-
000,000 or 62% over 1946, Sav-
ings and loan associations were
second, adding $1,800,000,000, an
increase of 25%. Life insurance
companies expanded their mort-
gage portfolios by some $1,400,-
000,000 or 20%. Mutual savings
banks increased their holdings by
approximately $404,000,000 or al-
most 10%. Fraternal societies and
associations added about . $250,-
000,000 or 6.5% more than 1946,
The gain of all private investors
was $7,282,803,507 or almost 77'%
of the total mortgage debt in-
crease,

“Mortgage companies and indi-
viduals increased their mortgage
holdings $2,200,000.000 or more
than 27% over 1946.

“Banks and mutual savings
banks continue to supply most of
the mortgage money of the United
States. Their mortgage holdings,
as of Dec. 31, 1947, were $14,286,-
346,123 or 32% of the total. Indi-
viduals, mortgage companies and
other small lenders, are still in
second place in volume held \yith
$10,200,000,000 or 23%. Savings
and loan associations are next
with $9,000,000,000 or 20%. Mort-
-gage portfolios of life insurance
companies totaled $8,500,000,000
or 19%. Fraternal societies and as-
sociations held less than 1% of the
total at the year-end.”

The survey again reflects how
rapidly the Federal Government
has gotten out of the mortgage
business in recent years. Private
Jenders now hold about 94% of all
urban- and farm mortgages, the
study discloses.

“Total holdings of federal agen-
cies continued to decline in 1947
as they have in the past few years.
Their urban and farm mortgages
totaled $1,833,565,454 or slightly

John C. Thompson

banks declined approximately
$78,000,000 and those of the Fed-
eral Farm Mortgage Corporation
slightly over $37,000,000 in 1947.
The Farmers’ Home Administra-
tion, only federal agency to in-
crease its holdings, gained about
$8,500,000 in loans.” ;
. The rate of decline in'the mort-
gage holdings of federal agencies
was about the same as in 1946, the
survey shows. However, the rate
of increase among private lend-
ers was substantially higher.

“Mortgage holdings of commer-
cial banks increased 40% more in
1947 than in 1946; life insurance
companies 13%; mutual savings
banks 3%; and individual lenders
10%. Only savings and loan asso-
ciations showed a smaller rate of
increase during 1947,

“Seventy-five per cent of all
mortgage loans held at year-end,
totaling $31,599,744,000, were farm
and conventional (not guaranteed
by a federal agency) urban loans
held by private investors. The
volume of, veterans’ loans held
totaled $6,460,530,000 or 15% and
the volume of FHA loans was $4,-
315,530,000 or 10% of the mort-
gage debt.

“A number of factors accounted
for the skyrocketing - mortgage
debt. The most important were
the heavy demand for homes re-
sulting from the housing shortage
and the accelerated rate of private
residential and non-residential
construction,” the survey pointed
out, ‘ :

American Inst. of Banking
In NYC to Hear

Margaret Hoffman, senior
stewardness of United Airlines
will be the principal speaker at
an educational rally of New York
Chapter, American Institute of
Banking, 233, Broadway, Wool-
worth Building,. New York;: on
Thursday; Sept. 2. Her subject
will be, “The Training of An Air-
line Hostess.” Other speakers will
be, J. Vincent O’Neill, Vice-
President of the Title Guaraqty
and Trust Company, and Miss
Marie D’Arcy, Assistant Secretary,
with the Excelsior Savings Bank.

The rally is to be held under
the sponsorship of the Women’s
Committee of the A.LLB. with Miss
Madeline Burgess of the Chase
National Bank of the City of New
York as Chairman of the evening,

Life Gompanies Buy More Real Estale

Purchases, largely for investment, up 41% in first half of 1948
According to the Institute of Life Insurance, purchases of real

estate by U. S, life

insurance companies in ‘the first half of this year

totaled -$133,000,000, up 41% from purchases in the corresponding
period of last year, the Institute of Life Insurance reports: Nearly
&wo-thirds' of the real estate acquired was commercial and industrial
properties on long-term lease,.purchased- as an investment. = Such

puichases were
hdlf of 1947,

$86,000,000, about half again as much-as in the first

To'(njal real estate holdings of the life companies at mid-year were

$963,00
as an investment.

"\ The figures reported: by the Institute follow:

bt

' 1

Rental’ housing
Non-housing rental
Company used properties
Farms

000, of-which $302,000,000 was non-housing-real estate held

.

——Acquired—— Holdings

June Half Year - - June 30

3 (000,000 Omitted) :
$216

$28
86 302 -
15 292
0 68
85

4
$133 $963 -

Russell J. Olderman
‘Commerce Building, members of
the, New. York and . Cleveland
Stock Exchanges, in charge of the
sales operations. Mr. Olderman
was formerly Vice-President of
Field, Richards & Co. where he,
also acted as manager of the mu-
nicipal department.

Republic Nal’l Bank
On Wire System

DALLAS, TEX.-——To provide a
more complete service for corre-
spondents, as well as businesses,
arrangements have been complet-
ed for the inauguration of a pri-
vate wire service on Aug. 24,
which will link the Republic Na-
tional Bank of Dallas with banks
in key cities from coast to coast.

Established originally some four

months ago by the Bankers Trust

wide wire service is being ex-
panded to include the Republic
National Bank, which will permit
the Republic''National Bank to

the participating banks in a matter
of minutes,

The system will be used to han-
dle intercity money transfers,
payment orders, fate of collec-

tion items,  delivery ~instructions
for securities, . security purchases
and -sales, and other bank trans-
actions in which Time is a key
factor.

Among the banks and cities
presently interconnected with the
Republic: National Bank' of Dallas
through ‘the Wire system are: '

New' York:'Bankers Trust Co.;
Atlanta: First National Bank and
Trust Co. of Georgia; Cleveland:
Cleveland Trust Co. and National
City Bank; Detroit: The Detroit
Bank and National Bank of De-
troit; Kansas City: First National
Bank; Los Angeles: Security-First
National Bank; Memphis: First
National Bank: Milwaukee: First
Wisconsin National Bank and,
Marshall & Ilsley Bank; Minne-
apolis: . First' National Bank and
Northwestern National Bank; New
Orleans: Whitney- National Bank;
Philadelphia: Philadelphia Na-
tional Bank; Pittsburgh: Farmers
Deposit National Bank and Mellon
National Bank & Trust: Co.; St.
Louis: ‘Boatmen’s National : Bank;
First National Bank, and.Mercan-
tile-Commerce Bank: & Trust Co.;
St. Paul: First National Bank; San
Francisco: American “Trust Co.;-
Washington: American Security &
Trust Co.

A further extension of the wire
system is being made, which will
include ‘banks in Houston, and
additional banks in Baltimore and
Detroit.

Uhlmann & Benjamin Adds
(Special to TrE -FINANCIAL C:IRONICLE)
CHICAGO, ILL.—Uhlmann &

Benjamin, Board: of Trade Build-

ing, - members  of . the Chicago

Stock . Exchange, have - added to

their staff ‘Harry C. Dill, Henry

A. - Fisherkeller, Clarence O,

Gates, Henry C. Goebel, Eugene

C. Jones, Joseph L. Mathias, and

Albert R. Tunks.

Company, New York, this nation- {

communicate with every one of |

-which was paid in 1947,

fused, restless, scared and nerv-
ous or disillusioned and apa-

thetic. :

“His political decisions are
not free of cramps and uncer-
tainty. He is losing trust and

confidence in the former colo-
nial nations which, rightly or

) are looking to Soviet communism and the
Soviet brand of democracy

wrongly,

John .F- Dulles

as a more reliable and

trustworthy guide through the labyrinth of this- -

world.”
: &

ok

*

“Today many who defend the institutions of the

West do

S0 on purely materialistic grounds, such as

that ‘they have developed mass production. Such

reasons are inadequate.

No political or social sys-

tem should prevail unless it is the means whereby
men are consciously trying to bring human conduct

into accord with moral

law and
portunity of men to exercise

to enlarge the op- ...
their human rights

and fundomental freedoms.”—John Foster Dulles.

What we find difficult to understand is how any
one can suppose that such a system as communism
can offer more of any of these things than a free

society,

Estimated U, S. Foreign Invesiment al
$28.8 Billions at End of 47

Of this figure, $16.7 billion ‘were private and $21.1 billion U, §.
Government .credits, - Total increase for year fixed at $8.1 billion,

United States investments abroad-—including subscriptions to thé

. World Bank and Fund—were estimated at $28.8 billion at the end

of 1947, while foreign investments-in the -United States aggregated
$16.5 billion. United States private investments abroad amounted

to $16.7 and United States Gov-®—

ernment credits were $12.1 bil-
lion. These estimates were
announced by the Office of Busi-
nesg: Economics, Department of
Commerce, ‘and-are preliminary
results of a detailed study of the
international transactions of the
United States for 1946-1947
scheduled to be published late this
year.

United States investments
abroad increased by $8.1 billion
during 1947, Of this, private
investments - accounted for $1.1
billion—the largest amount since
1928 when the net capital outflow
was $1.3 billion, However, there
was -a pronounced change .from
investments in dollar ‘bonds of
various countries in the earlier
period to investments in controlled
enterprises and the well-secured
bonds of the International Bank.in
1947. The movement of private
American capital to foreign coun-
tries in 1947 is analyzed in the
Aug. 21 issue of “Foreign Com-
merce Weekly.” ) '

Of the $7.0 billion increase in
the foreign investments of the
United States Government, $3.1
billion represented that portion
of the U. S. subscription ‘to.the
International . Bank for Recon-
struction and Development and.
the International Monetary Fund
The
largest credit to a foreign country
was the British loan, of which
$2.85 billion was drawn in 1947,
while other lax_'ge i,DCICe,a,SGS in
U. 'S. ‘Government: ‘investménts
abroad resulted  from . Export-
Import Bank loans. of $.8 billior
and -credits on. sales of surplus

broperty and: ships amounting. to
$.3 billion, Repayments of loans
by foreign countries, largely to
the Export-Import Bank and:Re-
construction Finance Corporation,
amounted- to nearly $.2 billion. .
Although there was little
change in the aggregate of foreign
investments in the United States,.
there was a significant shift in
ownership of liquid dollar assets
from: individual foreign countries
to the international institutions.
At the end of 1946 international
institutions held less than $.5 bil=
lion out of a total of $8.4 billion
of foreign short-term assets in the
United States, but by the end of
1947 they held nearly $2.3 billion,
of short-term assets while hold- :
ings of individual foreign coun-
tries were reduced by $1.5 billiof
to $6.4 billion, . ; :
The shift occurred as foreigni
countries used up dollar reserves’
to cover their balance of pay-
ments deficit with .the ‘United”
States, ‘while - the Uniteq States,
paid its subscriptions to the inter-'
national organizations and thus
raised the total - of “foreign-
short-term dollar holdings,
" In addition to spending muich; |
of their remaining official dollar |
assets, a few countries began to.
liquidate in substantial amounts
the investments of their nationals i
in U. 8. securities. These sales,
together with . some decline in *
market values, reduced foreign
holdings of, U. .S. .securities other i
than Fedéral Government issues' .
from . $3.5 billion. at the end. of
1946 to $3.2.billion:at the end of ;
1947, . Cook o
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
il NEW BRANCHES
| NEW OFFICERS, ETC,
REVISED
CAPITALIZATIONS

On Aug. 24 the Quarter Cen-
‘tury: Club of Guaranty Trust Co.
of New York marked the admis-
sion of its 1,000th member with a
luncheon  at the bank at which
Creighton ~D.  Lummis - of ' the
Comptroller’s Department received
the club’s official emblem and
membership certificate No. 1,000.
Officials of the club, President
William L. Kleitz of the bank,
snd ‘associates of Mr. Lummis’s
department were present. Guar-
anty’s Quarter Century Club, es-
tablished in 1941, has as ltrs mem-
bers all members of the company’s
staff, including officers and di-
rectors in . the bank’s service 25
years or longer.

R ) »

William P. Landon, former Dep-
uty ‘State Bank Commissioner of
Connecticut, died on Aug. 29. He’
was 80 years of age. According to

#the Hartford “Courant” of Aug. 30,
Mr, Landon, who was a certlfled
public accountant, was a member

- of the State Banking Department.
from- 1919 until his: retirement in
1942, when he was manager .of
the State Bond Department, In
part, the 'same advices said:

“In 1915 he resigned his position
with .the . Bank ' Commissioner’s
office to become Secretary and
Trust Officer of the City Bank
and Trust Co. At that time he|
was Secretary ‘and Treasurer of
the National Association of Super-
visors of State Banks.

“Governor Marcus H. Holcomb
in 1916 appointed Mr, Landon a
member of the State Board of
Accountancy. In 1917 he returned
ta the State Department as man-

“ager of its bond division. At one
{ime he was also associated with |
the investment house of Wood,
Struthers & Co. He resigned from
tlie State Banking Department in
1942

~.The acquisition of the National
Bank -of -Charlerei Trust Co.

Charleroi, Pa., by the Mellon Na-]
tional Bank and Trust Co. of
Pittsburgh ‘was approved' by the‘
stockholders of the Charleroi in-|

stitution on Aug. 20, and the latter b

is now a  branch of the Mellon
Bank. The Pittsburgh “Post Ga~
zette” of  Aug. 23 reports that
Lioyd Littrell, formerly President
.~0f the Charleroi Bank, has been
appointed Manager of the new
branch, while C. S. McKean, John
R. Abernathy and. Murray w.
Long, also former officers at Char-~
leroi, were named Assistant Man-
apers. An .item bearing on the
plans for the taking over of the
Charleroi Bank by the Mellon
Bank appeared in our issue of
July 29, page 414

- 'The election of Edward Hamer
as President of ‘the Second Na-
- tiomal Bank of Uniontown, Pa.;
hias  been” made known. From
Uniontown' advices to the Pitts~
Bburgh “Post Gazette” ‘stated: that
Ifr. Hamer, connected- with: the:|]
bank since 1929 as Assistant Trust.
O:ficer, - Assistant’ - Cashier “and'
" Vice-President, was elected to the’
Presidency on ‘Aug. 25:7Ag Presi=
dent, he succeeds the late Robert.
J. Arnett, who. died on July 8..
The same advices said: =
¢ “Clarence Moyer was promoted
from ,Cashier. to . Vice-President:
Paul Malone - of .. Connellsville,
President of the Connellsville .Na--
tional Bank and Trust Co., be-

comes - Executive: Vice-President. |

Robert . Arnett, - Jr., will fill’ the’
unexpired- term of his father on:
ttie board of directors.” 4

Plans  for ~a consolidation of
three :banks at Westminster, Md.,

will be acted on at special meeb—
ings of the ‘stockholders on Sept..

more *“Sun” of . Aug..20. The Fi-|
nancial Editor of that paper, J. S.]
Armstrong; in making the- plans;
known, said in. part:

mers and '~ Mechanics National
Bank = of ‘Westminster ~and the
First, National Bank of Westmins-
ter.

become a national banking_ asso-
ciation under the amended charter
of - the First National Bank of
Westminster. Assets of the merged
institution, to be known as the
Carroil Counhr National Bank of
Westminster- would be in excess
of $14,000,000,

“Accorchng to a joint statement
issued by the Presidents of the
three institutions, conversations in
regard to the proposed merger
have - been going on for several
months.
| “The basis of exchange of shares
,0[ stock was determined by évalu-
'ation as of June 30 and - 1s as
follows:

“(1) Each shave (par value $10)
of capital stock of the Westmins-
ter Savings Bank would receive
15890 shares .(par value $10) of
capital stock of Carroll County
National Bank of Westminster.

“(2) Bach share .(par value $10)
of capital stock of the Farmers
rand Mechanics National Bank of
Westminster would receive' 1.405
shares of capital stock of the
merged banks.

“(3) Each share (par value $100)
| of capital stock of-the First Na-
tional Bank .of Westminster would
receive 8.0464 shares of the capi-
tal stock of the merged bank.

“If the proposed consolidation
is approved; the respective boards
have indicated that. the senior of-
ficers of the new bank. would in-
clude: Joseph  H. Cunningham;
Chairman; Milton P. Myers andq
Dr. Lewis K. Woodward, Vice-
¢ ' Chairmen, and Theodore F'. Brown,
‘Chairman of the executive com-
mittee. Norman B. Boyle, who is
curréntly serving as President of
the Maryland Bankers Association,
would be President of thel new
ank.”

i

s

it B
Gen. Charles G. Dawes, Chair-
man of the Board of the City Na-
tional Bank & Trust Company of
Chicago, Ill, celebrated his 83rd-
birthday on Aug 27. In public life
Gen. Dawes “served not -only as
Vice-President . of -the United
States ‘under ' President” Calvin
Coolidge, but also as Director of
the Budget, and he likéwise’ for-
merly officiated as Ambassador to
Great Britain. Important also ia
his ‘major :services ‘was the" de-
velopment ‘'of the Dawes plan for
the settlement of the ‘German
Reparations - problems after the
first World War.

4 e

‘James B, McDougal, former
Governor of the Federal Resérve
Bank of Chicago,and in the bank:
ing "busitiess for nearly 60- years,
died on Aug. 22. He was 82 years
of age.” Special advices from Chi-
cago 'to the: New York “Trmés”
said: . 2
“Mr. McDougal had retired -in-

i

*1 1935 after serving for 20. years as

head of the Federal Reserve Bank.
here. Previously he was a Na-
tional. Bank . Examiner -and Chief
Examiner for the. Chicago Clearw
ing House.” e
L MOMR | 't
The Oklahoma-v National Bank
of - Oklahoma  City, Okla., an=

|nounces. ‘the  election of .the fol-.

lowing new directors:  Jeit W,
Béaty, Roy E. Jones, Lee V. Sneed
{and Dr.s Harper anht :

LR Toasey R

Aug 17 o Hrlhs Mlller

The three institutions would The resignation of Mr, Ferguson

i as President of the United States
| National Bank of Denver, Colo,,

Florrda ‘was named a director of

| the ‘Jacksonville Branch of ' the!
| Federal Reserve Bank of Atlanta.'
| He will fill-an unexpired,. terml:
|| running’ until Dec. 31, said ther
|'‘Atlanta.“Constitution” of Aug. 18,
| in which it was also ‘stated::
“Announcement of the appoint-
ment was made by Frank H.
' Neely, Chairman of’ the board of'
| directors of the Federal' Reserve
Bank of Atlanta, following action
by the Board of Governors of ‘the!
Federal Reserve System 1n Wash—‘
| ington.”

" “The three banks are the West-E
minster Savings Bank, the Far-

L PTR SR

J.. Howard Ferguson recently

arrived in Dallas, Texas, tq as-
sume his new post on Sept. 1 as
Vice-President and member oI the
executive committee of ‘the Re-
public National Bank of Dallas.

to become Vice-Presiderit of the

our Aug ‘19 1ssue, page 720;

Jt, was’ _annOunced .on Aug.- 30
that subscription’ warrants evi-
dencing the right to subscribe to

|| 94,799 shares of additional Amer-

ican Trust Company of San Fran-
cisco common stock were mailed
to common stockholders of record
at the close of business Aug. 27.
The stock is being offered at $40
per share to present holders of
common stock on.the basis of one

| new” share for each .four shares
| held.’ The offer: expires Sept. 27.
It was also announced that a,

group of underwriters represented
by Blyth & Co., Inc., has agreed
to purchase any shares which may
remain unsubscribed at the end of
the offering. * The proposed issu-
ance of addltlonal shares: of the
trust. company’s - common. stock
was referred to in these columns
Aug. 19, p. 720.

Holds Prefits No:

. Guaranty Trust Company of N. Y. refutes attacks on: corporate

Cause of Inflation

profits ‘and - criticizes President Truman’s advocacy of an excess-

profits - levy. . Says comparison

of . corporate -profits' with. prewar

levels. are misleading, and -adequate profits are needed to cover
higher replacement costs and plant expansion.

The current issue of “The Guaranty Survey,” published by the

Dallas institution .was ‘noted in

", | of sales.

Gualarty Trust Company of New- York; contains a strong protest
against current attacks on profits' and industrial pricing policies as
causes of present inflationary tendencies: A('wrdmg to the “Survey”:

“Few current economic beliels®
seem to be held so tenacmusly and , marily respons.ble for inflation as
in such high places as is the idea| because they are one of the easiest
that corporate profits and cor-|targeis to shoot at, and politically
porate pucmg policies are among | one of ‘the least dangerous Cer-
the ma1o1 causes of the generalltamly the facts point to the con-
rise in prices, and hence that a|clusion that the chief inflationary

blow at profits would help pro-|
mote price stability. Number One |
on the President’s list of anti-in-,

flationary proposals to the special|
session of Congress was the|

recommendation that an excess-
profit tax be reestablished to pro-
vide a Treasury surplus and a
brake on inflation. The President |
gave no direct explanation of his|
preference for an excess-profits
tax as, a means of provmmg al
Txeasury surplus, but later in his/
message he argued for price-con-
trol authority on the ground that |
‘many profit margins have been
adequate to absorb wage increases |’
without the prlce increases that
have tollowed.’ He did not men-
tion the fact that. prices of farm
products have more than tripled
since 1939, while prices of com-|
modities other than farm products|
and foods have less than doubled;
that prices of raw materials have
risén 174%, while prices of man-
ufactured products have increased
108%; or that some prices charged
by corporations have been volun-
tarily held so far below what
could have been charged that
‘gray “markets” in ihe ‘products
have developed. - i

Why are Profits Criticized?
- “There’ is a strange inconsist~
ency in-current attermapts to attrib-
ute inflationary tendencies to the
very. corporate profits that were
held responsible for deficient de-
‘mand-in the years preceding’the
‘war., During the 1930’s, numerous
imeasures : were :taken to | divert

income ' from: business: ‘concerns|!

and 'thé owners of ‘capital’-—who,

it ~was  feared, ‘would 'allow ' the]:
funds-to lie in partial stagnation

'—into other hands, where, it was
supposed, ‘the money.: would be
more largely and promptly spent
‘| for- goods- and : services - and ~thus
would: strengthen total 'demand.
If income .reeeived by ‘corpora-|!

tions contributes less -to total de- |
mand than income received by{:

others, it would seem to-be the
latter, rather than the former that

. should be discoiiraged “at” &’ time

of superabundant demand like the
present; -
“This is perhaps-a matter in

which consistency is not to be ex-]

pected. - It is “possible that’ in
many cases corporate profits may

. | be singled out for criticism- and

pressure not so much because they
are ‘seriously’ believed to be pri-

factors in the present situation are
| to'be-sought in other quarters.

Misleading Comparisons

“It is. true, of course, that the
| absolute dollar amount of corpo-
| rate profits ai present looks large
in compar:sent with past figures.
i Such a comparison, however, it
‘grossly misleading, To compare
laggrefrate dollar profits now with
|.those in some previous year is ds
|. meaningless as it would be to
| conclude  that total’- wage pay-
| ments, for example, are too high
‘ because they greatly exceed those
|in the years precedlng the war, o1
| in 1929, A comparison of the 1atc
of return-on net worth, or on in-
vested capital, with the rates in
past years when commodlty prices
| were .much lower is almost as
|superf1c1a1 because in practically
all cases -net ‘worth reflects bal-
ance-sheet valuations that are far
below present replacement costs
of plant and equipment. There
would be little inducement to in-
vest new funds in any business if
the rate of return promised to be
no greater than that in some pre-
war.year,

“It.is impossible to find a past
period .that provides a significant
basis of comparison without broad
allowance for -other variable fac-
fors.: During the-war the situa-
tion' was .obviously abnormal, with
unrestricted governmental spend-
,mg acting in, one direction .and
lprice -control ‘and excess—proflts
taxes in the other. The decade be-
fore-the war was ene of unbroken,
lor -almost unbroken, depression,
with ‘the government “spending
large “sums’ ‘in an  unsuccessful
effort to restore prosperity, while
at the same time weakening busi~
ness.confidence ' by an’ unprece-
dented  program of ‘experimental
legislationand  intervention - in
?econovmc affan's

Measurmg Prohts

¢ -“One must go back at least to
the - 1920’s ‘to find a presperous
period: not dominated by clearly
abnormal factors; and even then
the. fundamental normahty of the
sltuatlon ‘may ' be seriously ques-
‘tioned. " "That petiod,
was two decades’ and more 4go,
and ‘great changes have taken
place’ since then. ' The country is
more; populous and much more
productive; and it is only natural
that corporate income, hke other

moreover,

forms of income, should: be. hxgher
The price level has risen substan-
tially, so that a change in dollar
total ‘does not indicate a’ commen-.
surate change in physical ‘volume.
The dollars in: which profits are
measured are smaller dollars.

“Both the changes in the phys-
ical 'volume of output ‘and the
changes in the price level are re-
flected in national income -and
gross nhational product. Probably
the most satisfactory way to
measure corporate proflts, there=
fore, is to express them in terms
of one of these aggregates. Meas~
ured in this way, profits after .
taxes, according to the latest offi=
cial estimates, are found to have
been lower in relation to national
income last year, at .8.9%, than in
1929, when the ratiowas  9.6%;
orin 1941, when it was 9.0%. The
average for the 19-year period
1929-47 is 5.8%.

Profits and. Sales

“One ‘of the most significant
'ways of measuring corporate
profits is to express them in terms
This method provides: &
direct - comparison between the.
services that the corporations ren-
der and-the net payment received
for those = services. Sales, like
profits, reflect price fluctuations
on the one hand and changes in
the physical volume of produc~
tion and distribution on the other.
Last year the net profits, after
taxes, of corporations in all indus-
tries except finance, insurance:
and real estate were equal to
5.28 cents per dollar of sales, as'
against 541 cents in 1929, 5.14
eents in 1941, and a 19-year aver-:
age of 3.61 cents

“This method of statement has
a direct bearing on the question,
of the relation between profits
| and price inflation. If the profit
margin of corporations last year
had been arbitrarily restricted to’
the 1939 figure of 3.98 cents per
dollar of sales, and if the entire
reduction had been passed on to:
customers in ‘the form of lower
prices, ‘the saving to customers
would have amounted to 1.3%,
canceling about one fifty-ninth of
the advance in consumers’ prices.
since 1939. Those who attribute, or
pretend to attribute, any import--
ant part of the war and postwar

increase in corporate profits are:
speaking without regard to the-
plain facts,

“Corporatlons in theindustries
that have been subjected to espe--
cial criticism for the supposedly’
h'igh profits and their pricing pol-
icies, and those whose products
enter directly-into the cost of liv--
ing, show cemparatively little de-
viation from the general average
and in some outstanding instances .
are well below it. Companies _
producing food and kindred prod-
ucts, .for example, earned 3.48°
cents per dollar of sales last year.*
Producérs-'of apparel and 'other
finished fabric: products ~earmed-
427 cents. Automobile manufac- -
turers earned 6.23 cents, Trans-"
portation ‘and distribution cannot®
be held respons1ble becauser
transportatlon companies earned
only 2.22 cents, wholesale dealers
2.02 cents, and retail dealers 3.69
cents, All manufacturmg corpora-
tions ‘earned 6.25 cents, and. cor-
porations engaged in contract con-_
struction earned 2.69 cents./Bitu-.-
minous . coal 'producers: earned .
6.86 cents, and manufacturers of :
iron and steel and theiriproducts’
7.42 cents.

~ Need for Adequate Profits
“In”judging corporatei profits, it

1| is-essential .also to remember:'that

they are a residual item :repre-+
senting. a margin above compara-
tively intlexible costs. This: means
that profits are an' exceptionally:
unstable “ form = of income;i: In
periods "of, low ‘business : activity
they may vanish entirely, or even
-give way to large deficits. In the:
three consecutive years 1931, 1932
-and 1933, all corporations in the
-United  States, taken as a single’
' group, are officially ~estimated to:

rise in the.cost of living to the' - '

On
17, it is Iearned from: the Balt1-|P1e51dent of the University. of | -have - experienced g -total‘ com~
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- “bined: deficit,: after taxes,. of more:
than $5 billion." For the entire’
decade 1930-39, their prof.ts were
‘equalito'only“1.87 cents: per dol=|
lar of sales.. It is evident that the
average over a-long period can
be maintained at a level sufficient
to attract capital, provide jobs,
‘and supply the needs of a growing
population only if profits n good
years are hign enough to offset
the very untavorable results ex-
perienced in bad years, In a period
LI exXcepronally active demand
such as at present, it would be an
‘occasion for the gravest anxiety
if profits should fail to respond
1o the favorable ‘conditions.

" “Another fact of primary im-
portance ‘that must be taken into
consideration in judging the level
of corporate profits is the sharp
rise that has taken place in the
cost. of replacing worn-out and
obsolete productive equipment.
Someé authorities maintain that
this increase in replacement costs,
not adequately -allowed for .by
higher depreciation charges, has

resulted in a serious overstate-|

ment of profits. * Whether this
view ig accepted or not is largely
a matter of .terminology. - The
essential point is that the addi-
tional funds for replacement must
be raised, and-in the large major-
ity of cases the.most practicable
way of raising them is to take
~them from earnings. Thus they
are not available either for ex-
pansion of facilities or for distri-
bution to owners. The acquisition
of new equipment at present high|
prices also raises questions as. to,
current and future prices and
earnings. Some corporations have
deemed it desirable to set up spe-
cial reserves against possible de-
clines in the value and -earning
power of newly installed facil-
ities! .
. “Similar allowance must be
made for the fact that at a time
of rapidly advancing prices a sub-
stantial share of reported profits.
consists of a rise in the value of
inventorigs. This is an unreal.zed
or ‘paper prorit; it 1s essentially
nonrecurring and continues. only
as long as the price advance con-
tinues; and in the event of a sub-
sequent price recession. it is offset
by an inventory loss., For these
reasons it is fundamentally differ-
ent from a true operating profit.
Last year, according to official
estimates, this item amounted to
more than $6 billion for all busi-
ness and more than $5 billion for
corporations alone, accounting for
17% of the aggregate amount of
corporate profits before taxes.

Anti-Inflationary Aspects

“Aside from the evident fact
that profits in the aggregate are
not .large enough to have any
great effect on the cost of living,
there are vital reasons why strik-
ing at profits would be the worst
possible way to set about combat-
ing ‘inflation. A generdl rise in
prices reflects an excess of the
total demand for goods and serv-
ives over: the total supply of them
at the existing price level. The
basic problem in ‘an  anti-infla-
tionary . program, therefore; is:to
reduce demand and increase sup-
ply, in terms of money, . On the
side of supply, a curtailment of
profits ‘would- have an-effect ex-
actly opposite to that desired. - It
. would diminish the incentive to
producé and the incentive to ex-
pand. and improve- facilities for
future'production. And it would
diminish' the means for expansion
and ! improvement: of facilities, be=
cause one of the principal sources
of funds. for. that purpose is the
retention » and ' reinvestment . of
profits: by business concerns, and
. anotheri:is: the saving and rein-
" vestiment! of profits distributed by
concerns:: to- their individual
owners.::

.#On the 'side of demand, the
ultimate effect of a curtailment of
profits  would-be very uncertain.
The .industrial demand for new

instruments ! of - production would |

certainly be reduced,:but it may

better products at lower: cost:in
the future; To reduce profits by
further' increases in: wages would
simply swell the demand of wage
earners and, as recent experience
has shown, would lead to a further
rise in prices. To.reduce profits
by placing price ceilings on com-
modities would (waiving the
questions of the resulting .de-
crease in  supply and of black
markets) stimulate consumer de-
mand and further increase the in-
flationary pressure, And to reduce
profits by levying new taxes on
business enterprise would  in-
crease government ‘revenue and
either- result in larger government
spending or, if the proceeds were
used for debt retirement; place
additional lending and spending
power at the disposal of security
holders, including the banks;,with
final consequences that would:de-

:mand .. today: - means ~more -and

and commercial - bank . policies.
Some" net reductionin total de-
mand would probably follow as a
result of the -additional taxat.on
and ‘the ‘use of the proceeds for
debt retirement; but as far as the
anti-inflationary effect was con-
cerned, there certainly would be
no special efficacy in a tax on
profits as compared with other
forms of taxes.

“The attack on profits and in-
dustrial pricing policies ag causes
of present inflat.onary: tendencies
is a glaring case of misplaced
emphasis, When weighed against
other forms of income or against

the amount of goods and services,

produced, profits are seen not to
be at conspicuously high levels
put approximately in line with
past experience at times of active
demand. The true causes of in-
flation - lie elsewhere, and the
remedies must be sought else-
where.,” i

pend largely on Federal Reserve

[

Public Utility Securities

South Jersey Gas

Public Serviece Company of New Jersey in its recent dissolution
under the Holding Company Act gave each share of its common
stock. one.share of Public Service Electric & Gas and one-tenth
share of South Jersey Gas. While the distribution was being made,

over-counter dealers made an
initial market for South Jersey
Gas of about 3%. Later the stock
advanced to 5 and is now quoted
about 4%-7%. )

The new company .has been
somewhat of a market mystery.
It was merged in April 1947 with
Peoples Gas (another Public Serv-
ice subsidiary) and in October
was completely recapitalized: On
| July 1 this year the Public Serv-
ice plan became effective and
South Jersey Gas became an in-

a substantial block of stock .is
now held by United Corporation).
George H. Blake, President of
Public Service, was succeeded as
President of South Jersey Gas by
Earl Smith, former Vice-Presi-
dent., The company’s headquar-
ters are now in Atlantic City.
Territory served by the com-
pany with manufactured gas in-
cludes Atlantic, City (which com-
prises about 42% of the total
population served) together with
other resort cities and various
other ‘areas in a belt extending
across the state. The balance of
the territory served west of ‘the
seashore resorts consists prin-
cipally of a large numbeér of small
industrial and commercial com-
munities which also function as
shopping centers for the surround-
ing rural and farming country.
Total revenues in 1947 amounted
to $3,037,000, a substantial gain

| over the 1942 figure of $1,831,000.

Revenues-had shown little change.
during theperiod 1937-42, how-.
ever. Recent rate figures are not
available *but in the first half of
1947 -revenues .per MCF . were
$1.23.- A''rate- increase of about
20-25% (yielding estimated addi-
tional revenue of about $590,000)
was granted June 1 this year. At
the same time the company was
permitted to extend its oil adjust-
ment clause in the rate structure
to all classes of customers,

Under an order of the Public
Utility Commissioners . of . New
Jersey in March 1947 the .plant
was written down to original cost
except - for aquisition .adjustments
of  $1,500,000. which - are being
amortized over a 30-year period
through charges 10 capital surplus
(so long as any of the 1937 series
bonds are outstanding). Bonds are
to be retired at the rate of about
$60,000 - per - annum éxcept: that
60% of property additions, not
otherwise utilized under the mort-
gage, may be credited.

Pro '~ forma  earnings are not
available.. Based on the gross in-

dependent company (except that|,

given in the bond prospectus and
in the 1947 report of Public Serv-
ice of New Jersey, minus esti-
mated current fixed charges of
about -$200,000, and applying a
straight 38% Federal income tax
throughout the period, share earn-
ings are estimated as follows:

After allowance for
Federal income taxes, the rate in-
crease recently granted would
amount to about 67¢ per share but
of course some of this gain might
be absorbed in further increases
in costs during 1948 (nowever, as
noted above, higher costs of oil
for making gas can now be fully
passed on to customers). Since
the new rate schedules will only
be effective for seven months of
the calendar year 1948, earnings
this year might be estimated in
the neighborhood of 50-60¢. How-
ever, in 1949, with {ull rate bene-
fits obtainable, a further increase
in earnings might be anticipated
except as retarded by higher
wages or miscellaneous costs.

Most or all of the manufactured
gas companies in this area are
hopeful - of getting natural gas
{from the South when a pipeline
comes through in 2 or 3 years.
South Jersey Gas wants to ‘obtain
gas from Texas Eastern Pipeline,
and its representative appeared in
Washington this week before the
FPC in connection with the hear-
ings on the project. Natural gas
weuld of course benefit the com-
pany by perhaps doubling the
heatinig units per cubic feet of gas
delivered, increasing the available
supply, and permitling promotion
(?f profitable -house-heating serv-
ice.

As to eventual normal earning

‘power, 6% on the present rate

base (as estimated from the bal-
ance sheet, and including acquisi-
tion adjustments) should permit
earnings of.about 82¢ a share; 7%
would allow $1. Of course, addi-
tions to the rate 'base, through
new construction, would increase

‘these amounts, The company has

not: yet ‘considered any dividead

policy, it is understood.

increasad’

‘=’
. ipt g 357 & ;LT Y i
« Our Reporter on Governments
=== By JOHN T. CHIPPENDALE, JR. ‘
The‘g'overnment.bond market is' about as confused now as it 5
has been ‘in a long time, because there is practically no agreement
on what is likely to happen even on a day-to-day basis. ., . Bickering

back and forth between operators in the money markets along with
“Open ‘Mouth" Operations” that come from all- over the lot, has

‘traders and investors so uncertain that only necessary: business is

being done. .. . This is largely of the switching variety, but it has
given the market some activity, if on a sharply curtailed basis. . . &

At least psychologically almost everyone in the government
market seems to be ready to act fast, especially as far as the
longer-term Treasury obligations are concerned. ... Doubt over
what will happen to support prices of the more distant matur-
ities of both the eligible and ineligible obligations continues to
move funds into Treasury bills and certificates, , , . There has
been some buying of the 214s due 1956/59 and the 2v%s due Sept.
15, 1962/%2 by Pacific Ceast banks, but it is indicated that these
acquisitions have not been too sizable. , . . Most of these pur-
chases, according to reports, were made at prices that were
about at the lows of the current move. . ., .

FUTURE OF “PEGS”

The money market is trying to plot as best it can, under existing
uncertainties; the future course of events, with particular emphasis
upon what is likely to happen in the relatively near future. ... One:
of the important points that is getting careful consideration is
whether or not “pegs” on the longer maturities of the eligible tax-
ables will hold, when the test comes. , . .

- The answer to this one may not be long delayed, . .. The
2V4s due March 15, 1956/58 were previously supported at 102.24,
the 214s due Sept. 15, 1956/59 at 101.8 and the 214s-due Sept. 15,
1967/%2 at 101. . . . Gradually and slowly quotations of  these
issues have been moving toward former support prices on rather
light volume, . .. Until the government bond market knows what
the authorities will do with prices of the last three maturities of
the eligible taxables, when the ‘“chips are down,” there-are not
likely to be too many institutions making commitments in these
obligations. .. . On the other hand, some selling is being done for
protective purposes, . . . :

MORE UNCERTAINTY

Another item that is high on the agenda is when and how much
reserve requirements will be raised?’, .. The current feeling seems
to be that reserves will not be increased until sometime in October at
the earliest, so as not to interfere with the coming financial opera-

.| tions of the Treasury.,. .. Whether reserve requirements are raised

generally or are upped more in particular districts is a matter of
conjecture. . . . However, the opinion still seems to be quite ‘prev-
alent that strong borrowing areas will get the brunt of the incroase,
when it is made. .. .

With higher reserve requirements expected in the not distant
future, the government bond market, in the opinion of most
money market followers, is not likely in the interim to do any-
thing on the up side. , . . Moreover, there seems to be more of a
bearish. than bullish attitude toward prices, especially in the
loniger eligibles because there is so much uncertainty as to
whether formeér support prices will be maintained when the test
takes place. . . . This will probably be when reserve require=
ments are raised. . . .

“HOT” SPOT

The ineligible price peg is, also one of the hottest spots in the
money markets, with opinions rather divided as to whether ‘or not
the premiums above 100 will he eliminated by the authorities in
the near future. .. . It is being pointed out by some that a lowering
of support prices to the par level would tend to retard liquida=
tion of holdings by non-bank holders, especially the insurance
companies. . . . '

Others, however, hold that a dropping of the support prices
to 100-would not slow selling by insurance companies, although
it would cost - the money managers less to maintain. protective
levels for the tap bonds. . . . What is likely to happen to support

" prices for all of the long-term Treasuries, if anything, is keeping
the government bond market in a state of uncertainty and con-
flusion. . . . It is this type of operation that the powers that be
have used in the past to keep the market off balance so that
decided price movements in either direction have not taken
place. . . . Whether it will be ‘effective this time is open to
considerable question, since it is indicated in certain quarters
that a return of confidence now might be more beneficial to the
government market. , . , :

SHORT-TERMS FAVORED

Short-term government obligations are being picked up in fairly
sizable amounts by the smaller commercial banks, with Treasury
bills seemingly getting more of a play.than the certificates, . .. These
institutions are apparently not interested at this time in making
purchases -of issues that might result in price depreciation, despite
their need for maintaining income. . .,

LIVELY TOPIC

Banks and insurance companies are in disagreement as to how
they have or have not contributed to the forces of inflation. . . .
Undoubtedly this argument will not stop here because the subject is
too lively a one to be allowed to pass on into oblivion so quickly. ...’
There is nonetheless this opinion among apparently impartial ob=
servers, that the authorities do have some powers to-limit the credit
creating policies ‘of the commercial banks in the form eof higher -
reserve requirements, .. :

Also it.is pointed out that se long as the Treasury is in a
position to retire debt there is not an over-all increase in bank
credit, . .. This has been the case so. far, . .. On the other hand,
the question is being raised as to what powers have the author-
ities over insurance companies to prevent them from expanding
loans.:}xat are made from the proceeds of the sale of government
securities. . . , :

be repeated that.industrial de-|come.of the two ‘companies ’as
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How Many Really Own Stocks?

(Continued from first page)
~outside of a census, to eliminate
'the duplications.

Some Earlier Studies

Monograph 29 of the Temporary
National © Economic ' Committee

J(TNEC), published in 1940-—from’

‘data now: eleven years old-—on
page 175 estimated that the *‘most
likely” number of stockholders of
record (before eliminating dupli-
cations) ‘'was- 26,000,000, mention-
ing a statistical range somewhere

between 22,355,000 and 27,355,000.

In 1939, an Elmo Roper sampling
survey by interviewing only about
5,000 persons arrived at figures
which were refined by the TNEC
{(Monograph 29, page 167) to'in-
dicate between 8,000,000 and 10,-
000,000 people owning common
stocks “with a figure of about 9,-
000,000 appearing the most likely
value.” e ; ;
More recently, a Survey of Con-
sumer Finances conducted for the
Governors of the Federal Reserve
System' by the University of
Michigan Survey Research Center,
on a sampling basis, arrived at an
estimate that “about 9% of all
spending units” had at least one
member - who' .owned ' stocks  or
bouds other'than Federal in the
carly part of 1947 (see page 41
Survey of Consumer Finances, re~
printed “from Federal Reserve
. Bulletin for June, July and Au-
gust, 1947). - At this time there
were ' about 47,000,000 spending
units, so this sampling ‘(which
covered only 3,000 units or fami-
lics) suggested that 4,130,000
spending units owned securities
other than government bonds. Ob-
viously, many, if not most, of the

* spending units ' contained K more

than one person who was a share-
holder or a bondholder, so the
4,130,000 figure is too low even if
one admits that it is fair to arrive
at ‘'a statistical answer from a
.samnling of six units per 100,000,
or one out of every 16,666 fam-
ilies.

A later sampling (Federal Re-
serve Bulletin for July, 1948) of
3,500 spending units out of an esti-
mated 48,400,000  made . in. early
1948 by the same organization, re-
vealed that 4,500,000, or “almost
one-tenth” of the number of
spending units contained at ‘least
oie person owning securities other
than government bonds.
four-fifths, or 'an' estimated 38
million, had at least one member
owning: life insurance, »

Sampling Process Inadequate

The risk of error through sam-
pling always is considerable, but
it is exceedingly great when the
process involves sampling - only
six ‘units per 100,000 of a “uni-
verse.” In this case the sampling
obviously under-estimated  the
nuinber of people in the United
States owning life insurance. ' Its
tiguve of 38 million (before “re-
finement”) compares with the
Institute of Life Insurance esti-
mate (page 10, Life  Insurance
Fact Book for 1947) of 176,657,000
policies 'in' force, owned by 73
million individuals. If one accepts
the Life Insurance Institute esti-
mate as accurate (and it is the
best. estimate there is, regardless
of its absolute accuracy), the mar-
gin of error in the University of
Michigan sampling was an under-
statement of' 92%. (38 million vs.
an actual figure of 73 million).

If one applies this percentage
of understatement to the survey
of the number of people' owning
securities other than government
bords, the “unrefined” estimate of
4.5 million rises to approximately
8,6140,000. We hasten to mention
that the Federal Reserve Bulletin
(July, 1948) “refined” the ‘esti-
mate' as follows: - “Holders of
stocks and bonds, other than U. S.
Government bonds, ‘number - ap-

i

i
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About’

proximately '6,000,000. This should
perhaps be considered the mini-
mum’' number of persons owning
stocks -~ and bonds.” (Page 1775,
Federal Reserve Bulletin, July,
1948.)

Some Probabilities

Just as a matter of humble
opinion, this writer believes. that
the percentage of error in this
6,000,000 estimate is considerably
greater than 92%. If the error
were “only 92%, there would be
approximately 11,500,000 holders
of securities, other than govern-
ment bonds, in the United States.

It should be recognized, how-
ever, that these estimates through
sampling, poor as they may be,
have the earmarks of being based
on some effort to- ‘“‘count noses.”
They .are the estimates of what
might. be called ‘“erudite”. rather
than “popular” financial writers.
It is my. opinion that the “erudite”
estimates are almost as-crude as
the “popular” guesses.

The simple fact is that no one
knows ‘how many people in thc
United States own common stocks,
The range is somewhere between
6,000,000 and 16,000,000—with a
figure of about 11,000,000 appear-
ing “reasonable” on ‘the basis -of
a “half way” point between two
extremes.

428 Companies Have 13 Million

The tabulations accompanying
this  study  cover the reported
stockholders - of record of some
428 .companies. = Without elimi-
nating duplications, without al=
lowing for the fact that individual
registrations in the names of
bank or' brokerdage house nomi-
nees often represent scores of ac-
tual  stockholders, these compa-
nies have 12,911,432 shareholders
of record. That is about as far as
the “factual® data goes.

Admittedly, 150 of these 428
companies, each with 25,000 stock-
holders or more, probably have
the largest stockholders’ lists of
any "American corporations.
Admittedly, there are many dupli-~
cations—especially in tases where
the investor owns 10 to 100 dif-
ferent stock issues. On the other
hand, it is probable that several
hundred thousand stockholders of
American Telephone, for instance,
own that stock and no other. The
number of one-issue or two-issue
stockholders. also, would run high
among the ‘new electric utility

operating companies which have

made such an intensive drive to-
ward local (or customer) owner-
ship, A’ great many employees
of big companies own some of
their own concern’s stock, and
own no other. This would apply
to corporations like Standard Oil
of New Jersey, General Motors,
J. 'C. Penney and - Sears, Roe-
buck & Co. It applies, to some ex-
tent, to almostl every corporation
in'which there is a sizeable public
interest,

Many Small Holdings

It is interesting to note that
the greater part of almost every
public-owned corporation’s shares
are held by a comparatively small
percentage 'of the total number. of
stockholders. Not every company
makes the necessary information
public, but many that do show
from 80% to 92% of all the stock

held by owners of 100 shares or
more, and that the remaining 20%
to 8% is owned by a very much
larger number of stockholders
who own 100 shares or less: A few
recent  statistics, obtained in re-
sponse to requests, follow (it will
be noted that the first column
shows 'the per cent of the total
issue held by owners of 100 shares
or more, and that the second col-
umn—which ‘does not match. with
the first column—shows-the per
cent of holders owning 100 shares
ormore): .. .

"Douglas Aireraft

A Few Own Most of ‘the Stock

% %0 of
Held by . Holders
Owners of Owning
100
Shs, or

Amercinan Brake Shoe.
Amer. Home Products....
Anaconda Copper....._
Beatrice . Food:

Best Foods....

Borg Warner._

Commercial Solvents___
Continental Insurance..
Consol, Natural Gas___
Corning Glass Works__
Crown Zellerbach ...
Detroit Edison.____

Fidelity Phoenix Ins.___
Firestone Tire & Rub._
First Nat. Bank, N, Y,
Hartford Fire Ins,
Hussmann  Refrigerator
International Telephone
Lambert - Co
Mission  Corp
Montgomery, Ward._
National ‘Gypsum..._ ais s
New, York Central_.___ 84 b
Niagara Hudson Power_.Not given .
Pennroad . 65
. 80
--Not given
Not given
84

91
22

36
75  Not given
91 42

Standard Oil of Ky....
Standard Oil of N, J.__
Standard Oil of Ohio...
Stewart-Warner ..

United Gas Improve;
U. S. Smelting

Corporations Not Covered

Perhaps it is most interesting
to note some of the stockholders
of record that are not included in
the compilation of the share-
holders of record in these 428
companies. In the first place, this
list covers only about 7.1% of the
companies described in the
Standard & Poor’s Corporation
Records, and a little less than 4%
of ‘the companies covered by
Moody’s Manuals. Second, it
covers very few banks—and many
small town investors own bank
shares and no other stocks. Third.
it does not. cover thousands of
privately o w n e d corporations
which have anywhere ‘from 'one
to fifty owners. Fourth, as already
noted, it makes no allowance for
nominee = shareholders, of which
there are hundreds of thousands.
Fifth, it makes no allowance for
“indirect” ‘stockholders, the bene-
ficiaries of insurance policies, the
depositors of savings banks and
benevolent institutions, and mem-
bers of lodges and societies who
are shareholders de facto if not
stockholders de jure. It is only
fair to say, in this connection, that
any study of the..number--of
shareholders that does not take
into consideration holders of ‘rec-
ord other than individuals, and all
he members of family units, is in~
complete,

I would not overlook some
“padding” in the list of share-
holders here presented. There is
no way, so far as most companies
are concerned, to know how many
stockholders are residents of for-
eign countries and therefore not
citizens of the United States. A
majority of the stock of Canadian
Pacific, for instance, is held by
people who are not citizens of the
United States. Most of the share-
holders of Nickel Plate formerly
were, and -still . are, owners of
Chesapeake & Ohio. - Most of the
stockholders of Consolidated Nat-
ural. Gas also" are holders . of|
Standard Oil of New Jersey. In
some cases, but not’all, the fig-
ures here given do not.eliminate
duplications . between the  pre-
ferred stockholders and the com-
mon stockholders of a given cor-
poration.

Some Unique Facts

Some of - the unique things
about ' stockholders’ lists are of
more than passing interest. ' Mid-
dle ‘West Corporation (successor
of Middle West Utilities) in its
annual report last May mentioned
that it has “lost” some 1,000 hold-
ers of record. Mail sent to them
has been: returned. In this case,
the corporation is holding cash
dividends as well as shares of
Central Illinois  Public. Service

.of nominee shareholders, the Sec-

+U. S. Steel, for instance, lost three

1

Company for owners it cannot
find, " Of ' course, Middle West
Utilities 'and Middle West Cor-
poration were out of the divi-
dend 'ranks for many years: and
many Smaller holders no ' doubt
forgot they owned it. Some have
died. Others have ‘moved and
left no address.

. The shareholders’ roster of Cit=
ies Service has been dropping
from year to year as the over-
distribution of the Doherty days
is corrected, Many holders orig-
inally held very-small units of
stock. * At one time these units
were,  of purely nominal value,
When Commonwealth & Southern
Corporation is finally " liquidated,
it no doubt will be difficult to
Jocate - thousands' of “the many
small owners.  Incidentally, how
much debt do you suppose the
United States Government never
will' be called upon to pay be-
cause  of - “lost” or forgotten
Series “E” bonds? It may, run
into hundreds of millions. of dol-
ars,

Referring to the large number

retary of the Texas company, Mr,
W. G. Elicker, wrote me under
date of April 13 as follows' “We
have 57 (stockholder) accounts,
made up principally of large 'bro-
kerage houses and nominees, each
holding in excess of 20,000 shares,
holding an aggregate of 20% of
the stock outstanding, yet repre-
senting ‘only 0.6% of the total
number of stockholders,  There
are probably more than 10,000
individual stockholders included
in these holdings. I believe the
same condition may be “true of a
large number of large American
corporations . . .” Texas com-
pany, at- the end of 1947, had
100,114 stockholders - of ‘record,
but according to this source, it
was owned by at least 120,000
people. A ‘smaller corporation
wrote that it had 1,291 stockhold-
ers of record, but that a check of
brokerage ' holdings revealed at
least 195 additional holders in 60
brokerage accounts held by 255
customers,

Almost Thirteen Million
Stockholders

Some miscellaneous: facts about
the tabulation which accompanies
this article are of more than aca-
demic interest. Comparative fig-
ures (1947 vs, 1946) are presented
for 381 companies, which at the
end of 1947 (or for the latest ap-
proximately equivalent date avail-
able) had 12,545,836 stockhelders,
compared with 12;288,177 'stock-
holders at the end of 1946.  Dur-
ing 1947, the shareholders’ lists
of . 229 of- these companies in-
creased in number, whereas the
roster of 143 companies decreased.
Nine of the lists were practically
unchanged during the year.

stockholders of record during the
year, 3
In addition to the 381 companies
for which comparative figures are
presented, no comparisons are.
given for 47 other companies
which had 3$5,596 holders at the
end of 1947, or thereabouts. ' In
some cases these are new corpora-
tions. In other cases, the com-
parative figures were not readily
available., Only 40 of the cor-
porations having 10,000 stock-
holders or more are included' for
which no comparison is given.
Uncorrected ' for duplication, 428
companies have 12,901,432 holders
of record, ; :

Studies for previous years show
that there is a tendency for stock-
holders’ lists to grow in periods of
great market activity and . to
shrink slightly or be 'compara-
tively stationary in years of mar-
‘ket "dullness,  The ' biggest in-
crease in stockholders’ lists, how-
ever, came directly after the 1929
market collapse. This was ex~
plained partly by buying on the
decline and partly by the transfer
of millions of shares from the
names . of  stock . brokers to -the
names of actual holders.

In  most cases, “split-ups  are

Woolworth, F,” W,

followed by a growth in the num-=

ber - of ' stockholders, - but . this
tendency has been less marked in

recent years as split-ups have be-
come so numerous.

In studying the list, one is im=
pressed by the manner in which
(1) the new public: utility oper-
ating company shares have at-
tained a wide public distribution
in ‘a short time, (2) by the
decrease = in stockholders 'sus~
tained by public utility holding
companies, (3). by the way in
which over-distribution to toa
many small holders is being cor-
rected in the case of Cities Serv-
ice which, at the end of last year
had 278,136 holders, comparec
with 635,143 at the end of 1933
and Niagara Hudson Power, which
had 66,894 stockholders at the end
of 1947, compared with 94,723 at
the end of 1933, and (4) by the
relatively small increase last year.
in the shareholders’ lists of the
leading oil and railroad compa-
nies. . Ey i
Thickness or Thinness

of Market

The figures here presented are
of significance to traders and in-
vestors, Other things being
equal, the average “thickness” or
“thinness” of the. market for 2
stock is influenced to a consider-
able degree by the number of
people who own it and, therefore,
are potential sellers or buyers.

This study should not be mis-
interpreted. It is not so much
intended to prove anything as it is
to .present information. Ob-
viously, it leaves unanswered the
question, “How many Americans
own common stocks?” However,
it does establish that the large
corporations of the United States
and Canada are owned by mil-
lions of people rather than by a
few “rich and well born.” '

The political power of these
stockholders numerically ap=~
proaches the political power of
the country’s labor unions, The
application ‘of this power, how-
ever, is difficult because so many
of the people who own stocks are
“shareholders by avocation’”
rather than “shareholders by vo-
cation.”  In other words, the
dividends received on the shares
owned, for many shareholders,
constitute a relatively small per-
centage of total family income—
whereas the dividends of a rela-
tively small percentage of all the
stockholders (in number) consti-

tute the major part of family.
in¢ome, . This fact makes :the
labor union leadership better: able:
to ‘marshal its politica] power:
than': the. political leadership, if
any, of capitalistic interests is
able to marshal its power to pro-
tect or enhance the interests -of
corporation owners,

Over 100,000 Stockholders
g 1947 1946
American Tel, & Tel.___.__ 723,374 696,060
Anaconda Copper Mining_ 123,827 122,649
Bank of America, N.A.__ 151,699 155,15%
Cities Service Co.____.__. 278,136 298,649~
Commonwealth Edison____ 116,600 116,000
Commonwealth & Southern 164,753 170,490
Consolidated Edison 156,842 155,19%
General Electric 219,410 248,424
General Motors ., 436,510 430,381
Pennsylvania - RR, 213,581 218,943
Pacific Gas & Eleetric__. 141,293 138,91%
Packard Motor: Car 118,625 119,525
Public Service Corp. of N.J. 122,802 127,408
Radio Corp, ... 218,249 218,228
Sinclair 0il 100,911 ¢ 99,975
Secony-Vacaum ' Oil 144527 '1403‘2(;8
Southern : Calif, Edison_._ 105,166 -'91,462"
Standard Oil of N, J 167.000F 164,000 -
Texas Co. 100,114 92,865
Transamerica 145,404 149,449 -
U.. 8. Steel .. 228;4{”“228,47?,
DIETHOvY,

75,000 to 100,000 Sto‘g‘};b,a(la‘lgréj;i
£ UYL S TV O
84,539 1 V3,675
81,856 ' 80,385
91,5867 91,528
91,682 190,858 -
91,403 . BEIRY:
81,550 1" 87,5300 -
03,783 097,876°
91,201 ;
90,662

90,172

88,040 - 92,

American Tobacco..
Bethlehem Steel__..
Canadian Pacific _ s
Chase’ National Bank.__.__
Chesapeake- & Ohio______
Consolidated Natural Gas._
Curtiss-Wright

DuPont

International ' Nickel...
Kennecott Copper..._._.__
Pennroad :

Sears, Roebuck & Co
Standard. Oil- of Calif._
Standard -0il ‘of - Indiana
Standard’ Brands- _. b
Union* Carbide : &  Carbon..
United Corporation. ______

92,682
90,850
97495 ¢
81,786
5,938
92,750
79,906
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50,000 to 75,000 Stockholders
1.?47 1946

61,135

62,793
56,642
49,121
55,721
59,379
80,300
67,14
53,000
57,920
59,443
61,909
68,945
64,000
68,913
67,308
62,717
69,555
58,040
60,685
71,449
63,365
56,479
56,080
68,428
23,587

‘American Radiator &
Standard Sanitary
Atchison, Topeka & Santa

" Fe t

AVCO Corp,
PBorden Co. ...
Chrysler ' Corpora.
Columbia Gas & Electric....
Electric Bond & Share___
* General Foods ...
General Public Utilities_.._.
EInternational . Telephone __
Xrving Trust. Co,
Massachusetts Inv, Trust..
Montgomery Ward . 3
National Biscuit ...
National City Bank____._.__
National Dairy Products..
New York Central.
Niagara Hudson Power___._.
Pennsylvania Power & Lt.
Republic Steel
R. J. Reynolds Tobacco....
Swift & Co e
Union - Pacific i
United Gas Improvement_ .
Westinghouse: Elec, & Mfg. .
Wisconsin Electric Power- ..

60,921

70,024

64,000
56,264
53,363
71,435
63,800

25,000 to 50,000 Stockholders

1947 1946
31,198 31,478
29,103 28,7139
28,805 18,777
27,048 - 30,006
37,000 84,352
35,933 35,2184
132,935 33,532
42,600
48,626 ...
43,275
38,053
36,084 . .
29,994
29,441
28,241
29,006
26,172

P 31,225
Chicage & ‘North” Western 25,876
Cieveland Electric Tlum._. 31,829
Commercial: Credoit _.: 28,455
Conti 1 Can

L ¥ tal - Oil
Corn Products Refining
Detroit Edison __.
Distributors Group .
Dividend Shares ...
Eastman Kodak .
Erie RR,
Gillette Safety Razor_
Goodyear 3!
Graham-Paige 37,018
Greyhound N , 26 19,991
. ‘Great Northern Railway__ 2 85,196
Incorporated Investors 32,347 32,115
International Harvester 42,000 40,000
Kaiser-Frazer 35,708 36,887
Keystone Custodian Funds_ 49,247 44,300
Kresge, S 26,114 - 25,364
Kroger Co, 27421 27,270
Libby, McNeill & Libby_ 28,388 29,861
Macy, R, H 31,284 33,588
Manufacturers Trust _ 29,314 28,988
Middle West Corp.. 25,654 32,358
Mission- Corp. ___ 28,660 30,944
Nash Kelvinator .. 45,777 44,814
National Distillers ._._ 31,889 28,629
New York, Chicago & S
' 5,158

Louis
North American Avia 29,494
49,962

‘Alleghany Corp. -
Allis-Chalmers

American. Can: 2o .. 2.
American’' Power & Light__.
‘American: Superpower.. 4
Armoo: Steel: -

‘Brazilian Traction » x
JBurroughs-Adding. Machine
Cel ©or, 25

33,663
2

29,625
29,110
47,434

29,150
83,724

21,693
34,000
Pan American’ Airways
Paramount- Pictures _
Pepsi-Cola

J. C. Penney__

Phelps Dodge ___
Phillips Petroleum
Procter & Gamble_
Pullman, Inc, ...

Pure 0il

Remington Rand
Southern Pacific
Sperry Corp, ___
Sunray 0il

Texas Gulf Sulphur_
Tide Water Assoc, Oil
ROth Century Fox Film
Wnion Oil of Calif,
Wnited Aireraft _
WUnited Fruit _._
United Light & Railways.__
United Shoe Machinery. ...
U. 8. Rubber

37,284
1

103
28,125
27,945
25,500
81,981
26,675
27,391

10,000 to 26,000 ‘Stockholders

et rht 1947 1946
12,500 13,051
10,173 8,824
20,363 13,854
19,799 19,914
13,393 13,009
18,742 18,709
24,158

13,662

16,293

18,507

13,997

22,018

19,098

21,447 ¢
22,606
21,025

14,519
20,250° 19,96
11,731

10,835

Western Union °

.Ada'njb Expl:'ess' i
Aetna Insurance

ica.

American Car & Foundry_
Am'ﬂimﬂ' yanamid 5
~American 'Home Preducts..
American Locomotive
American Viscose ...
.A\mer‘lcnn Woolen '
Balwin Lacomotive
Baltimore ‘& Ohio__.
Bankers Tnust: _
Barnsdall . Qil .
Best, Feods: |
Blaw-Knox ;
Blue Ridge ....__
Boeing. Airplane
Borg-Warner ___
Briggs Mfg, _
Bristol-Myerg
Budd Co.
Butler Bros, _.__
California Packing
Caterpillar ‘Tractor .
Calumet & Hecla Co
Celotex
Chemical Bank
Chicago. Corp.
Chicago, Milwaukee,

Paul & Pacific

[t

24,155

23,196

25,507

23,478

31,599

Cincinnati Gas & Electric_
CIT Financial A

Colgate-Palmolive-Peet ___
Columbus & Southern Ohio
Commercial Solvents
Consolidated Gas, Light &
Power (Balt,)
Consolidated Minin
Smelting _._
Container. Corp, ..
Continental Baking _.____
Continental Xlls, Natl, Bank
Continental Insurance ___
Corn Exchange Bank, N, Y.
Crown Zellerback __.. .
Crucible Steel __
Curtis Publishing _
Dayton Power & Light
Deere & Co
Diamond Match
Dow - Chemical ___ i
Electric Power & Light___
Equity Corp.
Fidelity Phoenix Insurance
Firestone Tire & Rubber._
Floridz: Power
Freeport Sulphur _
General ‘American Tran
portation
General Baking
Goodrich, B. F.._
Guaranty Trust ..
Hartford Fire Insu
Houdaille-Hershey
Hupp Corp.
Indianapolis Power &
llinois Central
Inspiration Copper x
Insurance Co. "of = North
America,
International ' Business
Machines
International Paper. _

{ Johns-Manyille . __

Jones & Laughlin
Lambert Co.

Lehigh Coal & Navigation. "

Lehman Corp. o,
Libby-Owens-Ford

Life Savers

Louisville- & Nashville..
Mack Trucks
Manhattan Bond Fund
Marine Midland Co,
Mathieson Alkali _
McKesson & Robbins.
National Cash' Register
National Fuel Gas___
National Gypsum _
National Lead

Noranda Mines ___
Norfolk & Western__
Northern Natural Gas._
Northern 'Pacific _

Otis Elevator
Owens-Illinois Glass
Pacific Lighting __.
Pittsburgh Plate Gla
Pittston Co.

Public Service of Colorade_.
Puget Sound Power & Light
Putnam Fund ____ b
Rexall Drug

San Diego Gas &
Schenley Distillers
Scranton Electric
Servel

Electric_

Standard Gas & Elee
Standard Oil of Kentucky_
Standard 0il of Ohio
State Street Investors Trust
Stewart Warner
Studebaker 9
Texas Bastern Transmission
Timken Detroit Axle :
Timken Roller Bearing..__
Transcontinental & Wes-
ern Air

United Gas Corp.

U. S, Gypsum__

U. §. Smelting__

United Stores___ "
Virginia Electric & Pow r.
Wilson & Co.

Youngstown Sheet & Tube..

1947

24,382
19,000
21,601
15,300
11,275
23,912

23,562
11,545

10,825

16,739
14,903
18,452
11,509
24,721
11,445
23,162
14,586
17,800
13,811
11,704
18,656
16,271
12,287
19,887
13,347
10,900

11,828
19,046
21,250

10,430

e F2 T
24,000
19,171
21,183
13,754
11,158
24,897

25,623

11,000

9,747
17,474
14,408
18,655

11,481 |

35,248
10,989
22,925
13,887
17,77
11,679
12,571
19,286
17,087
12,531
19,918
12,245
10,25¢

11,000
19,133
28,950
24,689

14,217 -

13,574

(22,344

18,932
12,960
14,839
14,665
22,500
10,000
20,890
14,633
11,253
11,10%
14,547

13,100
21,631
9,300
24,794
11,897
10,980
12,337
17,362
10,800
12,800

2,974

% | Cooper-Bessemer _

18,300
12,737

8,781
11,89%
14,998
16,871

17,954
10,326
10,880

19,230

. 22,313

19,501

18,927
13,316

12,390

11,321
19,852
19,874
3,687
14,036
8,694
15,316
17,930
11

17,129
11,901

5,000 to 10,000 Stockholders

Alaska Juneau

American Bank Note_

American Brake Shoe. .

American Cable & Radi -

American Chain & Cable__

American  Machine &
Foundry

American Stores

American Water Works. .

American Zine, Lead &
Smelting

Armstrong Cork _

Beatrice Foods ___

Boston & Maine._.

Bridgeport Brass _

Brooklyn Union' Gas.

Brown & Bigelow b

California Electric Power__

Canada Dry Ginger Ale___

Case, J, L

Central Arizona Light &
Power d

Gas
Columbian Carbon
Consolidated Coppermines._
Delaware & Hudson
Doehler-Jarvis
Dorsett Fabrics

‘Donglas Aircraft

[
First National Bank, N. Y,
Fundamental Investors
Gceebel Brewing
Gulf  States Utilities_
Hudson Motor Car
Houston Lighting & Power
Idaho Power _. 4
International Detrola
Kimberley. Clark -
Koppers Co. .. ..
Lima-Hamilton
Link Belt
Long Bell Lumber._ o
Louisville Gas & Electric.

1947

9,536
7,418
9,000
7,698
8,635

7,089
8,695
4,500

5.825
9,207
1,289
9,656.

9,957

8,030
5,183
7,000
0,500
6,303

7,078

6,245
6,604
9,200
16,938
- 5,600
7,500
9,022
9,490

1946
9,700
7,040
8,000
7,767

_ 8,882
6966
8,712

5,999
9,424
1,246
10,043
9,417
7,322
385
6,830
6,748
6,411

5,935
5,484
9,252
5,385
8,987

5,500

'’Amer, . Hawaiian S, 'S;

-Amer.  Potash -& Chemical

d L1936
6,000
6,782
5,062
8,431
4,7%
3,729
8,149
7,509

RN TTL ]
5,588
7,000
5,000
8,612
6,518
5,819
8,291
8,400

MacFadden Publications.
Mead. Corp,

Merck & Co.._..
Missouri-Kansas-Tey
Mountain States Power..
National Container ..__
Nationa] Investors Corp. .
Nation Wide Securities_.___
New England Gas & Elec.
6,951
7,602
8,306
9,900

3,000
9,362

Newport News Shipbuilding

New York Trust..

Oliver Corp. e

Pennsylvania Water &
Power

10,650

179
9,138

5,435
9,222
1,681
6,202
2,53¢
5,100
6,561

Coal

Remington Arms _
St. Joseph Lead.__
Scott Paper ...
Seaboard Air Line_
Sharen Steel __
Sun Chemical _
Tampa Electric -_
T

5,703
8,630
7,980
0,630
0,637
5,000
6,804
6,700
7,200
9,500
G148
5,821
6,581
6,854
9,283
6,559
8,110

0200
.. 8,700
Underwood Corp. .. 6,032
Union Bag & Paper_.__
Union Trusteed Funds_
U. 8. Pipe & Foundry..:
Wheeling  Steel
White  Motor ___
Willys-Overland _

5,071

Less Than 5,000 Stockholders

1946

2,909

1,600
12,438

Aetna Insurance
Aeronautical = Securities.

American International
American - Metal
American ‘News_

gk 5,938
C 3022
1593
BT
2,579
213
3,815
1,657
2300

Anchor Hocking Glass.___
Apex  Electric - Mfg,_
Axe-Houghton  Fund, Inc,_
Axe Houghton Fund *B”__
Babbitt (B, T.).___._____
Bendix Home “Appliance
Black & Decker._

Bullock Fund.._..

Buffalo ‘Bolt.__

Bunker Hill & Sulliva,
Campbell-Wyant

Cent. Vi, Pub. Serv
Chamberlain Co

3,243
4,724
2,389
3,431

Corning Glass Works
Continental Steel__
Deep Rock Oil._.
Dewey & Almy..
Ekco Products__
Elliott . Co.

Emerson . Electric
Employers Group.
Ex-Cell-0

Foremost Dairies._..

| Gaylord Container._

General Amer, Investor 1,482
General

Granite City Steel.
Hackensack Water..
Hamilton Watch__
Heyden Chemical.
Hunt Foods —
Hussmann Refrigerators.
Illinois Terminal RR.
Island Creek Coal._
Knickerbocker Fund..

2,300
1,411
3,024
3,645
1,181
4,925
3,800
Loomis-Sayles Mutual Fd,_
Loomis-Sayles 2nd Fund_
Lynch - Corp. =
Mercantile Stores.

Michigan. -Chemical

Mining Corp. of Canada__
Moore-McCormack Lines__
Morrison Knudson

National Bond & Sh =
Noblitt-Sparks Industries_.
North American Rayon___
Oklahoma Gas & Electric..
Pennsylvania Cent, Airlines
Pennsylvania Salt

1,293
2,906
1,200 sons i
45902 3,796
3,712
3,840

865

2,226
5,376
2,240
5,100
3,119

153

Rheem Mfg.___

Ruberoid ___

Sharon : Steel

Skelly 0il

Smith (Alex.) Carpet___.
Southeastern Greyhound..._
Staley (A. E.)

Sterchi Bros,.

United Carbon

United Engineering & Fary,

U. 8. & Foreign Securities._
U. 8. & Intl, Securities_._..
West Va, Pulp & Paper___
Wood (Alan): Steel

Geniral Republic Co,
Opens in Omaha, Neb.

OMAHA, NEB. — Central Re-
public - Co. has taken over the
investment business of Greenway
& Co. and has opened a branch
office in the Farnam Building.
Harry R. Greenway, formerly
head of Greenway & Co., will be
manager of the new office, As-
sociated with him will be Vina P,
Aitken, Charles E. McElroy and
Edwin C, Sorensen, = Uawake

| o3

=1

{j Railroad Securities

fl.

While the'market as a whole has been

writing, to shake itself out of its

exceptions to the general lassitude in the railroad picture.

stance, Southern Pacific common

dividend rate, without, however,&—

carrying the rest of ‘the group
along with it. = Atchison, Topeka
& Santa Fe common also put on
a show of its own late last week
and in the opening session of the
current week. { By

On rumors that an extra div-
idend would ' be declared, ‘and
perhaps. a stock split announced,
at ' the. directors’ meeting on
Thursday, the shares rose from
113 to a new 1948 high of 1185

by the middle of the morning the

day of the ‘meeting,” Following
announcement that the “meeting
had been merely routine the stock
broke 1o 114% that afternoon.
Monday morning the stock again
pushed - forward " to ' 'a. new 1948
high (119%) ‘but later in the day
it too fell victim to’ the general
lack of interest that has charac-
terized the entire market for a
number of weeks. :
Despite the fact that the rail-
roads have had the benefit in the
past.week of a succession of high-
ly gratifying July earnings state-
ments, with every indication that

the same will be true of the|

August results, their stocks have
not caught the imagination of any
great number of investors or spec-
ulators.

Aside from the Southern Pacific
increased dividend rate, about the
only news of any moment in re-
cent weeks has been the filing
of a proposed plan of stock recap-
italization“by Boston '& Maine.
This marks the first attempt by

any railroad to take advantage of|t

new reorganization - legislation
(the so-called Mahaffie Act) to
affect a voluntary readjustment
of its stock capitalization. Under
similar temporary legislation in
the past,a number of roads have
been successful in revamping
their debt structures by agree-
ment among bond holders. As a

'matter of fact, Boston & Madine

itself ‘did so a‘' numbet’ of years

o | a0. This newest step will be fol-

lowed with interest by railroagd,
analysts ‘as the first test -as to

_| whether such stock recapitaliza-

tion will prove feasible,

The Bostoh & Maine stock cap-
italization is a particularly com-
plicated one. There are outstand-
ing 227,443 shares of 7% cumu-
lative prior preference stock; 387,-
463 shares of cumulative first
preferred stock in five series with
dividend rates ranging from 414 %
to 10%; 31,498 shares of 6% non-
cumulative preferred stock, and
394,405 shares of common stock.
The last dividend paid on the
prior preference - stock was Jan.
2, 1932 and on the first preferred
stocks Oct, 1, 1931, The object of
the plan is to. eliminate these
large dividend -arrears (over $69
millions) . which - obviously  could
hever be paid off in cash, and at
the same time simplify the capital
structure. . If this plan, with so
many different. stocks to deal
with, can be consummated  suc-
cessfully it will certainly be en-
couraging to such roads as Maine
Centra]l  and Missouri - Kansas-
Texas which also have the prob-
lem of  substantial dividend ar-
rears to.contend with, !

Under the plan all of ‘the old
stocks would  receive -new com-
mon stock, . The total of 1,040,809
shares of the various stock issues
now outstanding would be: re-
placed with a single issue of 811,~
268 shares of $100 par value:com~
mon stock. There would be no
preferred stock léft outstanding.
The following tabulation 'shows!
the proposed distribution of the
new stock for each share of the
old stocks outstanding, including

-claimg ‘for back dividends where

such claims exist,

4

unable, up to the present
rut there have been one or two
For in-
responded ‘well to the increased

Shares
new
com.

“A” 5% first preferred_.._. 0.37
“B” 8% first preferred__._ 0.47
“C” 1% first preferred.... 0.44
‘D" 10% first preferred._. 0.54
“E” 4% % first preferred.. 0.35
6% non-cumulative pfd.... 0.07
Common

Perhaps: the formula was the
best that could be worked out for

this complicated situation but the
immediate market reaction ‘was

unfavorable. ' The common stock

dropped ' from its week’s top of
4% to-a new low for the year at
1%, subsequently recovering part
of its loss. The' preferreds.also
encountered. disappointed 'selling
although ' the 'declines were na-
turally not.so drastic percentage-
wise. " Present estimates indicate
1948 pro-forma earnings of per-
haps $7.00 a share on the new
common under the proposed plan.
Correction: In last week’s col-
umn we gave the stock capitaliza~
tion of Chicago, Rock Island &
Pacific as 914,527 shares of pre-
ferred and 816,303 shares of com-~
mon. This should have been 705,~
382 shares of preferred and 1,~
409,346 ‘shares of common. The
charges coming ahead of the com-~
mon stock, and estimates of: earn~
ings on the common  stock, were

figured on the correct capitaliza-
ion,

Greenfield, Lax Offers
Sterling 0il Stock

Greenfield, Lax & Co., Inc., un~
derwriters, are offering for pub-
lic distribution 975,000 shares of
Sterling . Qil., of : Oklahoma;, Inc.
at 30c..per share. : i {

It “is ‘the 'present intention of
the company that the net proceeds
to-be received from the sale of
975,000 shares of its common stoelk
are to be used for the acquisition
of 'additional leasehold 'interests
(some of which are presently un-
der contract), for the company’s
pro-rata share of the cost of drill-

ing wells, for testing and devel—'
opment of its properties and for
working :capital. The leaseholds
are located in Oklahoma, Kansas
and Texas. :
The company owns interests in
oil and -gas leaseholds, and in ad-
dition has under contract the ac-
quisition of further. oil and gas
leasehold interests. The oil and
gas leaseholds in which the com-
pany has acquired an interest or
for which it holds contracts for:
such acquisition cover in the ag-
gregate approximately 4,300 acres.

Steiner, Rouse Co. Opens ;

Uptown NY Branch

Steiner, Rouse & Company,
members of the New. York Stock.
Exchange, ‘announce the opening .
of a New York branch office at
1440 Broadway. This new office
will be under the managership of
Louis Chasin, Bernard Turtle and
David K. ' Perlman,  formerly,
partners Scheer & Company. As~
sociated with them as heretofore
will be 'Charles L. Rosenzweig,
and Gershon Feigon, Manager Re-

search Departmenty ., . (. ul
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Proposed Changes in Federal Taxation

(Continued. from page 2)
the  dispositivit L. Uic. vascs: In
other woras, he could eitner set-
tle them, or try them, or stipu-
- late the ‘1acts 1o auylning ne
deems: advisable. = As under the
-.present . proceuure, tne  iecanival

staff conirols the disposition of|

the case ‘and the Chief Counsel
really has very little to say aoout
it. 1 emphasize we are studying
.that, but it does fit in more or
‘less . with the  Bond  Committec
Report which came out some time
after our study had begun. .
think it-might be worthwnile be-
" fore I get away from administra-
tion, to mention that one thing
has just happened which seems to
me to be quite important. ' The
Internal Revenue Agents’ manual
_encourages: agents and other "of-
ficials in the:tield to request ad~
visory memoranda from Wash-
ington with respect to particular
.cases.  When they do: that, the
taxpayer has not been advnsed In
fact, the manual states that under
no c1rcumstances is the taxpayer
1o be advised -that this -memo-
randa has been requested.
oxIna mimeograph issued on
August: 5, the. Bureau. abolished
that practice, and now if any mat-
ter is referred to Washington for
a rulmg, the taxpayer’s represen=~
tative is to be advised:. You are
‘to be given the opportunity of
5 ,,ﬁlmg a statement of fact and pro-
test, or briefly stating your side
of the controversy, or your posi-
tion  In the matter, and in  the
event the Washington' offcial who
decides the matter does not decide
1 your favor, you will be given
the oppcrtumty of a-hearing in
Washington on it. That will re-
~.move a very irritating situation

that has existed for the past sev-
eral years.

Tax Legislation in Offing

Getting away irom administra-
tion, ana you can’t talk long in
forty ' minutes, you can’'t cover
very much 1in zorty minutes, I
will try to:aiscuss some of the
legislation that seems to be in the |
ofting. Of course, we all know
about the revenue-act of 1948
which has just been enacted and
I am not going to say anything
about it. ©You aiso, I presume, are
more or less tamiliar ~with ‘the
so-called. Revenue Revision Bill
of 1948. That bill is:supposed to
be a non-controversial: bill. ' In
other words, anything: that'is in
it is theoretically, at least, sup-
posed to be, or to have, the ap-
proval of not only the Treasu*y
but of the Congressional” Com-
mittees, and I am convinced that
it will be enacted by the Senate
very shortly ' after Congress re-
convenes in . January. As you
know, it has passed the House.
After that is out of the way, we
going to get a general revision
of the Internal Revenue code. I|
will discuss that a little later,
' This non-controversial bill, the
Revenue ' Revision Bill of -1948;
really started in’ February of
this year when the Under-Seere-
tary of the Treasury submitted
to the Congressional Committee |
forty-nine reccmmendations
which he said.were to eliminate
from the tax structure -its in-
~equities in administrative and
other defects. In addition to those|
recommendations of the Treasury,
the staff of the joint committee
on Internal Revenue taxation, the
ways and means and the fmance
committees have been studying
the problem. I am g2oing to men-
tion certain other things that are
in that bill. I think they justify
the time, because, as I say, I am
convinced that the bill will he
enacted in substantially the same |
form as it'now i<.. One of them/|
is your carrv back and carry for-
ward provisions,

& Carry Back and Carry Forward
Provisions
/ AS vou know, under the ex-
isting law, net onerating losses in
.any ..one year- mav: be rarried
back and plaved ooainst the in-
come of the nreradine yeayps; and
the balance not absorbed may be

carried- forward as a. deduction
from income of the two following
years.  That has proved to be ad-
ministratively difficult. It results
in  reopening, or keeping open,
past years. Also, it is probably
unfair to new businesses, because
they do not have any carry backs.

In the Treasury’s recommenda-
tion, it was suggested that there
be a one year carry back and a
tive year carry over. That is'the
way that it is included in the bill
as it passed the House.

Another important provision is
the definition  of partrerships.
The law defines partnerships to
include partners ' even  ‘though
their interests may have been ac-
quired by gift. Of course, with
the so-called community property
feature in the law now, that is
not so important from the hus-
band and wife viewpoint as it was
before the enactment of the Rev-
enue Act of 1948, but it is ex-
tremely important in the case of
your parent and child partner-
ships. . In other words, it. will be
personal property tax which is,
after this bill is ‘enacted, to give
a child an interest in a partnex-
ship.

By the .way, ‘I have always
thought that the tax court and
other courts got off on a real tan-
gent when they interpreted the
Tower and Lease house cases. to
mean that 'a man: could not give
his kids an'interest .in his busi-
ness. I think that goes just-con-
trary to. human nature. All of
us struggle all our lives to pro-
vide for- our . children, and the
thing that is the logical thing: to
do is to provide for their future
is an interest in our business. And
for the courts to say. that you
could not do it and have recog-
nized taxes is just ridiculous.
However, the way. the law is
shaping .up, it indicates that even
‘without: legislation. our courts
would finally land right side ‘up
on it, and other the long run, usu-
ally the courts do reach the right
answer,

A lot of you might know the
Culbertson Case decided recently
by the Fifth Circuit in which they
held that the parent ahd child
partnership ‘was-all right and that
a fellow could give his interests
in the business. 'Also, the. Sixth
District: in a little slighily dif-
ferent situation held that the tax
board was wrong in the Canfield
Case. That’s the case where they
said there was a valid partner-
ship, but the tax court in effect
rewrote the partnership —agree-
ment and did not allocaté income
in accordance with the. agreement
but in accordance with the capi-
tal contributed. ' In the Sixth Cir-
cuit, if you have'a partnership
and is recognized, no government
official has the right to rewrite
your agreement for you, and so
we are going to recognize it as
it was written and that seems like
good sense,

Capital Gains and Losses

Getting on to some more 'things
you are going to have in this bill
—one of them the gain or loss on
the sale of capital assets. There
is a provision in there to curb the
effect of the court holding com-
pany decision ' in ' the* Supreme
Court: " You will recall that the
court ‘holding case is' the case
where a corporation owned an
apartment building.. I believe,
down in' Atlanta. They made a
deal 'to sell it, ‘and they got a
deposit — earnest money. They
went to a lawyer to draw up the
deeds, and he said, “Why, you're
stlcking yourself into a noose,
You're going to have double tax-
ation, and you better not do this.”
:So, they delayed the settlement
for a few days, they dissolved the
coroporation, the stockholders re-
ceived’ title to the property, and
then they consummated the sale
with the ‘original earnest money
staymg as it ‘had from the begin-
ning, ' The Supreme . Court said
that that was a sale by the cor-
poration and was taxable to the

corporation and. then, of course,
when the money was distributed
to the stockholders they had te
pay another' tax.

The new bill changes that and

- provides.that no gain or loss will

be recognized by the corporation
(that 'is, a corporation on a sale
of "its ‘assets)" if, prior to the sale
or -exchange, (1) a written ‘plan
of ‘complete liquidation is form-
ally adopted; (2) w.ithin 30 days
of adoption of the plan the Com-
missioner is. notified; (3) within
12 months after the date of adop-
tion of the plan of liquidation all
assets are distributed in complete
liquidation except reasonable
amounts set aside for meeting of
unascerta.ned or contmgent lia-
blhtles

Special Surtax on Corporate
Earnings
The" bill also  contains  very
helpful provisions: dealing  with
Section 102, As you know, Sec-
tion 102 is the section of the code:
that ‘levies the special 'surtax ‘to

corporate’ earnings beyond  the

reasonable needs of the business.
The bill provides that the ‘burden:
of showing in the Tax .Court' that
an -accumulation exceeds the rea-
sonable needs of the business will
be placed on the Commissioner
provided the corporation filed a
protest to any proposed defici-
ency.

In other words, this is expand-
ing the present rule in the case
of the minority stockholder. . If
a minority stockholder wants: to
make a corporation -pay ‘a -div-
idend he has‘to go in and bear the
burden: proof to show it is i rea-
sonable-and proper that it do so.
And 'so, the Commissioner will
have' that' burden in the suua’uon
mentioned.

Secondly, ) long_' term  capital
gains would. not be included in
the tax base upon which the tax
is figured. However, such: gains

-would "be  taken into ‘account to

determine if the accumulation was
unreasonable. 3

Third, dividends paid within 7¢
days after the close of the taxable
year could, at the taxpayers elec-
tion, be deducted in computing
the tax.

Corporation Contributions

Another provision deals with
contributions by corporations. Ac-
crual corporations could, at their
option, treat-charitable contfibu-
tions made” within the first 75
days after the end of ‘the taxable
year-as having been made in the
taxable year. That' provision; by
the way, is retroactive to 1942,

Also 'the new -bill eliminates
the “Philadelphia Nun” situation
—that 'is, dealing with contr.bu-
tions by individuals., You will re-
call that the law used to.be if an
individual  contributed  90% .ot
more of his income, it was de-
ductible if contributed to char-
itable ~or related non-taxable
things. In the current paymeni
act, that is inadvertently knocked
out. This new bill puts it back.

I refer to the Philadelphia Nun
amendment because it was orig-
inally put in the bill to takecare
of a.situation regarding a wvery
wealthy lady in Philadelphia who
joined :a religious order. She gave
all her income to the. order, but,
for some reason, wanted to hang
on to. the corpus, income-produc-
ing property, and: they. puf: this
provision in the law to take care
of her, and they are going to put
it back. There are a few others
that are apparently ‘in the same
situation,

; Estate Ta.xes

In estate taxes there are a
couple of rather interesting help-
ful provisions. ' On life insurance.
the payment of premiums would
no. longer be a test for the estate
taxation of life insurance payable
to named beneficiaries. 'I'ge pro-
cession of incidence of .ownershin

at death would become the sole

)

| test for including life insurance in
/| the insured’s taxable estate. -
Also, they are changing the
rule on contemplation ‘of death!
The existing law includes in the
gross estate transfers by the de-
cedent made in contemplation of

‘deathand set up a rebuttable pre-
.sumption that transfers = within
‘two ‘years of death.‘are-in con-

templation ‘of ; death. 'The bill

. provides that the presumption be

extended to.three years, but also
provides that any gift made more
than three years before death
would not' be taxed as-in' com-

templat.on ' of death. ‘That will|

eliminate ‘a 'lot of litigation.” In
other words, any gift made more
than three years prior'to death
cannot be taxed as being .in con-
templation of death, and any made
within three years is merely pre-
sumably made in contemplation of
death, and you can overcome that
presumption.

Those things are in' this non- |
controversial bill and you can ex-
pect 'that ‘they ‘will become law.
I think that that is as certain as
anything is m taxatxon

" Miscellaneous Revnsxons

There are several other things
in the works for -the general re-
vision when-it comes along Your
smaller corporations will be taxed
at lewer rates than your: large
corporations; - As-you know, the
maximum corporation rate now is

38%. However, where you have' a|;

corporation income- between $25,-
000. and $50,000 the rate is 53%.
You are going to see a provision
enacted for -a- gradual transition
up to 38% and no income will be

taxed above that, They had hoped |-

that would be in the noncontro-
versial bill, but, astonishing as it
may seem, some controversy did
then arise and it does:cost a little
more revenue than they first an-
ticipated, but I think that will be
enacted.

Taxes in Reorganization

You are going to see some |-
changes in the reorganization pro- |-

v1s1ons that -is, Section 112 deal-
ing wlth reorgamzatlon of cor-
poratlons As you know, ever
since the advent of the income tax
it - has been ‘possible to' eithe:
scramble several corporations intc
one or:fewer corporations, or twc
unscramble one-or a' few. intc
more corporations  without : tax

liability if you follow' the direc-/

tions of the statute, and that is
the way it should be,

It is necessary in the conduct of
business. frequently to make those
kinds of  reorganization. = How-
ever, our learned Supreme Court
has taken upon itself the task of

really messing up the reorganiza-

tion provisions. They went along
for years and years.so that-every-
body understood them pretty well,
then, a few years ago:they an-
nounced: -the business ' purpose
rule. They said, “If you have. &
reorganization and admittedly i
fits the statute, if, you didn’t have
a valid business purpose, we are€
still' going to tax you.” But then |
nobody has detmed business pur-
pose.

$So, it is hazardous as can be if
you try a reorganization now be-
cause your idea of a business pur-
posé might not coincide with the
idea of an examination officer,

Another. similar illustration’ is
‘continuity of interest.. In these
organizations you have to have a
continuity of interest of. owner-
ship, but then, there is no real

' definition - as’ to what it means.

You are going to have that
straightened out so that business
people, can act with a little more
certainty than they now can on
these reorganizations.

You are going to see an im-
provement or a liberalization. of
the involuntary conversion right.
As you know, if your property is
involuntarily converted, ‘as by
condemnation, ‘you can get. very
definite tax relief. -The present
law ‘applies: where. the converted
property, or its proceeds, can:be

transmltted 1nto subsequently ac- /
quired: property.

Lots and lots of. tlmes peop}e
will run into a situation where
they realize that their property is
going to be condemned. They buy
other property in anticipation of
it, and, under the present law the
Treasury and the  Courts say,
“Well, you don’t come under the
mvoluntary provision features be-
‘cause . you ‘bought ‘the replace~
ment property first.”” - They are
gomg to change that.

Double Taxation on Dividends

I think there is a good chance
that you w:ll see the elimination
of the so-called double taxation
rule as it applies to corporation
dividends. -You will recall that
in the early days of our income
tax we did not tax the individual
corporation dividends. -The' Brit-
ish have always given a credit for
dividends received.’ The way this
is proposed to work out 1s some-~
thing like this:

Suppose that a corporatmn

makes money, -pays ‘a 38% tax,
and pays dividends, You will take
the dividends into your :income
but then get a credit up to 38%
on the: amount of that. dividend
income. - Working - along ~in ‘the
same -general -thought, you ‘wili
‘see: that intércorporate .dividends
will mo-longer be taxable. As you
know, 15% of them are now sub-
ject to tax, °
As I stated a'minute ago lots
and lots of times you have to con-
duct a business ._through  more
than one corporation, and it is
just. not right that these inter-
corporate = dividends. should be
taxed. .
Also, you are gomg to see the
2% flgure for - consolidated re+
turns knocked out. 'This all more
or less fits in together, and, when
an enterprise.is conducted through.
several. corporations, in order to
get the right figure, you .should
file consolidated- returns and you
shouldn’t be penalized- for it.

Accelerated Depreciation
Another-thing-that is very well
thought of, and, I understand, par-
ticularly well thought of by Mr;
Dewey’s financial advisors (which
leads ‘me to believe that it may
become law) .is. a provision' fog
accelerated. depreciation on new
facilities. and. equipment,

There has -been quite a bit of
discussion of thig over a period of
years. 'Even. the late President
Roosevelt reecommended it. . The
idea was as follows: Supposing
you have an. asset. of which you
could ‘depreciate 50% ' over the
first 25% of its life, Suppose you
have an asset that costs $100,000
and has a 20 year life. - You could
‘take half of that or $10,000 a year
over the first five years of the
life of the asset, the idea being
that, by doing that you would en-
courage the acquxsmon of ‘new
assets which -would, in turn, en=
courage business.

A lot of people think that we
are at least in the beginning of a
recession now and, in the long
‘run, it wouldn’t cost the govern-
ment any. more money because
you could only recover the.cosk
of the asset anyhow.: Of course,
many organizations have favored
that. The Chamber of Commerce
of U. 8. favors it; the American
Institute of Cortified Public Aec~
countants favors it and think it
will work.: In Canada you know,
after a rate of depreciation has .
been established. you ¢an, at your:
option take eéither twice the es-
tablished rate or half the: estab~
lished rate, 'and it has" worked
very successfully with them.: . Jii

The rule of the Virginian Hotel
Company case will be changed.
That is'another depreciation prob~
lem; as you know. That is the case
where the Virginian Hotel Com-
pany, which operated 'a: hotel
down in Lynchburg, Virginia dur-
ing the loss yeafs of .the. early
thirties, took two or:three times
ias: much depreciation as- it was

entitled to,  Then it came. along to:
some-profit years, and the Bureaw

igitized for FRASER
! j.'/J\fraser Stlowsfedvo /

o o o B




4

-that the purpose.was,
< that, . that they would get the
", viewpoints of people in each.par-

.of the excise taxes.
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"fook the position that the basis

had to be reduced by the amount
of the depreciation taken on the
return,” even though, taxwise, it
gave the hotel no benefit. 'Again,
our learned Supreme Court said
that was right, and Congress is
going to have to change that rule
and provide that the basis will be
reduced- only by the amount of
depreciation properly - allowable
unless the amount taken on the
return really did reduce taxable
income, " and therefore was al-
lowed,

Capital Gains Taxes

In my opinion, you will see no
change in the capital gains pro-
vision, I am mentioning that be-
cause -every time I speak people
ask about capital gains. There is
one possible exception—you may
see the holding period ‘extended
insofar as long term capital gams
is concerned. This six months  is
pretty .short.

Also, there is a lot of favorable
comment and consideration being
given to ‘the suggestion ' that,

.-where persons are:compelled to

move and. sell their residences
and then have to rebuy and the
next place they go - to, they
shouldn’t have to pay a tax on
that gain that they have realized
in this unduly high real estate
market. You may see something
on that,

I am sure that if they do change
the “holding  period on capital
gains that you will not see any
retroactive changes. I don’t even
anticipate any rate changes.

The Congress has just, by a spe-
cial bill, Public Law 773 of the
80th Cong1 ess, changed another of
the 'more or less unusual or
strange decisions of the Supreme

". Court, that is the so-called Dob-

son Rule case, or Dobson Rule
situation. . You will recall that
this Dobson case came up to the
Supreme Court from the Tax
Court. Although, the question was
not presented, not argued, not

: briefed, the Supreme Court an-

nounced a rule that, for all prac-
tical purposes, Tax Court cases
could not be reviewed by appel-
late courts. That was directly
contrary to the intention of Con-
gress in enacting the law dealing
with the Tax Court that specific-

. ally provided for the review of

Tax Court decisions-in: the circuit
courts of appeal around the coun-
try. The legislative hxstory, showed
;. doing

ticular locality, and keep the tax
law on a realistic.basis. And so,

- Congress._-passed . a Specific ' law
/- which-admittedly was solely for
“+ the purpose of changing the Su-

preme: Court rule in:the Dobson

. case,-and now. all Tax Court cases

are subject to.review- by. circuit

. courts of appeal in the same man-

ner as district court cases.
I will ‘mention" another thing

i vthat Congress is considering, par-

ticularly the.. House - Ways.. and
Means Committee; They are con-

-ducting . a study now as.to the

advisability: of eliminating certain
The -excise
taxes on jewelry, furs, and other

..things are quite buxdensome and

if we do hit any substantial busi-
ness:«recession, these . taxes can

. 'have.a very bad retarding effect|
‘on* the' particular - industries :in-|’

volved. : There is a reasonable

chance that you may see these -,

cxse taxes removed,

City of Copenhagen Bonds

‘Drawn for Redemption

‘Holders of City of Copenhagen
bonds:of 415 % external loan :of

71930,/ due Dec: 1, 1970 are being

notified . ‘that : $34,300 -principal
amount of these bonds have been
drawn_for. redemption on Dec; 1,
The bonds will' be: re-

of New York.,

L ats
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The State of Trade and I_ndushy

e »(Continhued t#dm page'5)
further cuts for the first' quarter of next year are a definite proba-
bility on'the basis of present market factors.

The reasons for the present tight situation and of that to come
later are (1) Loss of more than 1,600,000 tons of steel because of
the ‘coal strike, (2) loss of pig iron urgently needed by small steel
firms and foundries, (3) steady increase in the number and tonnage
of defense orders, (4) certainty.that Marshall Plan requirements will
hit harder from now on, (5) general and human tendenc¢y for volun-
{ary allocations which are increasing to reflect higher tonnages than
would be the case if this system did not prevail and: (6) substained
demands from consumers who were expected to order less steel, the
{rade weekly points out.

- This week steel- plpe was the tightest steel item on the list.
It was harder to get and in greater demand than steel sheets. Orders

O T e

‘for pipe from oil compames run well into 1953 .with some companies.

But shipbuilding and repair has caused a greater demand for plates
which this week is reaching a new high.

Virtually every item on the steel list is a tight product. Alloy
steels which just a few months ago were relatively easy to order
are now a hot item. There js no longer any doubt that researchers,
economic experts and steel officials are flabbergasted at the continua-
tion of heavy steel demand. :

Warehouses' are not faring too well on steel supplies. As fast
as they receive steel it passes out to customers, according to “The
Iron Age.” In some cases items are sold before they are even re-
ceived by the warehouse. Users in small towns and hamlets through-
out the country are the forgotten people—they say.

Steel users are none too sure that present steel prices represent
the top. Steel mills have repeatedly said that if costs go up in steel-
making, prices will have to follow. The demand for higher freight
rates on coal, coke and iron ore—if granted—will definitely mean
higher steel prices, Steel officials claim they are on the ragged edge
of costs right now, desplte the last increase, this trade. authority
concludes,

The ‘American lron and Steel Institute announced on Mon-
day of this week the operating rate of steel companies having :
949, of the steel-making capacity of the industry will be 95.29%
of capacity for the week beginning Aug. 30, 1948, a decrease of

0.7 peint, or 0. 7%, from last week, A month ago the indicated
rate was 94.29,. -

This week’s operating rate is equivalent to 1,716,000 tons
of steel ingots and castings as against 1,728,600 tons last week,
1,697,900 tons a month age, 1,616,900 tons, or 92.49% of the old
capacity one year ago and 1,281 210 tons for the average week in
1940, highest prewar year.

ELECTRIC OUTPUT AT HIGHEST LEVEL IN INDUSTRY’S
HISTORY

The amount of electrical energy distributed by the electric light
and power. industry for the week ended Aug. 28, was 5,477,741,000
kwh., according to the Edison Electric Institute, an all-time high
point in the history of the industry. The next highest point on record
was established in the week of Jan, 24, 1948, when 5,436,430,000 kwh.
were distributed. This was an increase' of 86,953,000 kwh. above
the output in the preceding week and 537,940,000 kwh., or 10.9%
higher than the figure reported for the week ended Aug, 30 1947.. It
was also 1,073,549,000 kwh. in excess of the output reported for the
correspondmg perlod two years ago.

CARLOADINGS SHOW FURTHER SLIGHT RISE IN WEEK BUT
CONTINUE BELOW YEAR AGO
Loadings of revenue freight for the week ended Aug. 21, 1948,
lotaled 900,572 cars’, according to the Association of American Rail-
roads. This was an increase of 9,295 cars, or-1%: above the preceding

week but a decrease of 323 cars, or 1% below the corresponding |:

week ‘in’ 1947. ' However,. for- the: similar week of 1946 it 1epresents
an-increase: of 15, 617 cars, or.18%.

AUTO OUTPUT TURNS LOWER IN LATEST WEEK
- Production of-cars and trucks in the United States and Canada

'dropped to 102,685 units from 113,324 (revised) umts the p1ev1ous

week, accordmg 10 “Ward’s Automotlve Reports.”

Output in the similar period a year ago was 88,098 units and, in
the like week of 1941 a model changeover period, product;on totaled
39 965 - units.

This week’s output con51sted of 73,021 cars and 25,029 ‘trucks
g'xadedm the United States and 3,074 cars and 1,561 trucks made in

anada

Ward’s estimated August output at 344,547 cars and 114,402 trucks
made in the United States and 12,356 cars and 6,366 tlucks built in
Canada. It termed the month’s production "surprising” in view of
materials shortages and work stoppages due to excessive heat.

BUSINESS FAILURES RISE SLIGHTLY e

‘Commercial and industrial fallures increased to 96 in the week
ended August 26 from 94 in the previous week, reports Dun & Brad-
street, Inc. The week’s total compared with 64 in.the comparable
1947 week and was almost three and one-half times as high as in 1946.
Total casualties, however remamed consulerably less than in pre-
war years. -

:Failures mvolvmg liabilities of $5,000 or more rose to 9.
from 77 and accounted for all the week’s increase.

Manufacturing ‘and - retail casualties-comprised sAmore than two-

thirds’ of .the week’s total failures. Geographically, {ailures’' were
concenirated -in_the: Middle ‘Atlantic and  Pacific regions with the
number of casualties exceeding ‘that of a. week ago and aboutdouble
that of a year ago.

WHOLESALE FOOD PRICE INDEX REVEALS FURTHER
SHARP DROP
Extending- the downward movement of the prewous week. the
Dun & Bradstreet wholesale food price -index again-went ‘sharply
lower last ' week.: The index:fell to $6.94 as.of Aug. 24, from $7.07
on. Aug. 17, a drop of 1.8% in the week. Marking the lowest index
figure since May 18 when it stood at $6.91, the current level repre-

sents a decline of 5.7% from ‘the all- t1me hlgh of $7.36 recorded on |:

July-13, while the’ nse over last year’s index of $6 64 has been nar=
rowed to 4.5%. ¢ i

WHOLESALE COMM()DITY PRICE INDEX AFFECTED BY
"DECLINE IN.GRAINS AND FOOD PRODUCTS *
The daily: wholesale :commodity prlce index;: compiled by Dun

& Bradstreet, Inc,,-trended -lower last week largely ‘due to declines
in grains and other principal food products. The index.:figure for
Aug. 24 regisicred 274.65,as compared with 280.41 a week earliex.
The current level is only slightly_ abcve. the 273.70 recorded at this
time a year ago.

Grain prices moved downward last week under pressure of
liquidation and hedge selling, The decline was sparked by weak-
?eslss‘i;; cash corn which dropped to the lowest level since early
n

New seasonal lows were recorded for the September corn con-—
tract, May 'and July wheat and September oats. 'The sharp break im
the corn market reflected prospects of bumper- yields for most grains
and fears of a lowering of government. crcp support levels in 184§.
Another depression factor was the expectation that old crop. coxx
will be marketed more freely due to the earliness of the new crop.
Cash wheat prices declined moderately, with offerings in the speg
market sharply curtailed during the week. Country oiferings ef
cash oats were also relatively small.

Cocoa prices went sharply lower for the week, 1eilect1ng lessened
manufacturer interest and weakness in other commodmes Butier
prices at mid-week dropped to the lowest levels for several years,
though a somewhat firmer tone appeared at the close. Cash lard
prices receded and all lard futures sold at ncw seasonal lows. Meat
and livestock - quotations showed imixed irends. Hogs at Chicage
reached a new record high of $31.85 a hundred pounds but showed
some recession at the close.

Cotton prices trended downward most of . the week under
+the influence of the large crop prospect for this year., Other de-
pressing factors were the belief that parity prices for the 1949
crop may be substantially lower and the continued failure of the
ECA cotton export program to get under way on a broad scale:

Under heavy: liquidation and hedge-selling all future deliveries:
of ‘cotton sold below the average government loan level on the
1948 crop.

. Spot prices at New York fell 61 points to 31,52 cents per pound,
which compared with 34.13 a year ago. Inquiries were more numerous.
and reported sales in the ten spot markets increased to 92.500 bales
in the latest week, from 79,400 the previous week and 85,700 a yeaxr
ago. Domestic mill consumnnon during July as reported by the
Bureau of the Census. amounted to 627,000 bales, bringing total con—
sumption for the 1947-48 season to 9347 ,000 bale This was 6.7%.
less than the 10,025,000 bales consumed in 1946-47 and the smalleat
consumption since the 1939-40 season. The carry-over on Aug..1,
1948, was placed at 3,082 000 bales, or about 550,000 bales more tnan
that at the begmnmg of the prevxouq season,

There was: very little activity in:the Boston wool market last
week although sales of noils showed some improvement. In forelgn
wool markets, {rading slowed down as: dealers awaited the opening
of auctions in Austraha Aug. 31.- South African auclions are schecL—
uled for Sept. 2. Prices in foreign markets remained {irm.

RETAIL AND WHOLESALE TRADE MODERATELY HIGHER

. FOR WEEK AND YEAR

Consumer buying rose slighily during the week with total retaik
dollar/volume moderately above that-of -the: corresponding. week a
year ago. Consumer interest was centered on medium and low-priced
merchandise with practically no demand for low quality merchandise,
Dun & Bradstreet, Inc.; reports in its current:survey of trade.  August
clearance sales continued to attract favorable consumer response.
Early Tall promotional ‘sales were well attended in many localities.

Retail apparel volume continued to increase during the week.
The most popular items of women’s apparel were corduroy skirts
and jumpers, wool plaid skirts, women’s tailored blouses and light-
weight coats.” Zip-in lined coats sold well, but demand for furs.re-
mained low. Retail volume for men’s apparel continued at the pre-
vious: week’s low level, but there was some increased -consumer
response- to boys’: and young. men’s woolens and .worsteds, for: Fall
school and college ‘wear.; Summer clearance sales were well ‘attended
w1th~washable cotton: frocks - receiving . favorable. attention. .. S

“Food volume remained at a high level the past week.and 'was-
shghtly above that of the slmll;xr week in1947; While censumer
resistance to high feod prices was somewhat less noticeable.dury
ing the week, the demand for most meats generally remained at a
low level, .

Consumer demand for less expensive cuts of meat and for meat
substitutes continued to be high, The demand for fresh fruits and
vegetables increased. slightly during the week, and frozen food ‘vol-
ume’ was moderately below that of the -previous week. .The retail

volume. of many canned foods was fractionally: below the level of a
week ago. .
. The consumer demand’ for lumber building materials. and pamts

remained high and steady last week. Home furnishings and house-
wares continued in large demand .and consumer interest in eleLtncal
appliances was slightly below the level of the week prevmus in some
localities. .

‘Retail volume for the country in.the perlod ended on Wednesday
of last week was estimated to be from 7 to. 11% above that of a
year ago.

Regional estnmates exceeded those of a year ago by the fol-
lowing percentages New England, 2 to. 6; East.and South, 5 to 9;
Middle West and Northwest, 13 to 17; Southwest, 2 to 6, and Pa-
cific Coast, 3 to 7. :

Wheolesale order. volume in ma.ny laealities i'ose shghtly during
the week. Total dollar volume was fractionally above-that of the
comparable 1947 week, Many retailers remained ‘cautious of price
developments and were hesitant to place large orders for future
delivery. ' Deliveries generally continued to be prompt.’ ‘'Re-orders
were mostly ‘for medium and low-priced: items.

Department store sales on a country-wide basis, as taken from

1y

| the Federal Reserve Board’s index for the week ended Aug. 21, 1948,

increased by 12% from the like perlod of last year. This compared
with an increase of 14% (revised) in the preceding week. For the
four weeks cnded "Aug. 21; 1948, sales increased by :13%, and for the
year to date by 8%...

-Retail trade in New York the past week suffered from ex-
treme Jheat which reduced department store volume by about 15%
under the level obtaining in.the comparative period of 1947,

According ‘to-the' Federal Reserve Board’s, inde%, department
store.sales in. New York City ! for the weekly period to Aug 21, 1948,
increased :5%. above .the. same period last year. ‘This compared with
an. increase ‘of 13% (rewsed) in the preceding week. “For the four

weeks:-ended « Aug 21, 1948 ales mereased by 8% and Ior‘the year
to date by 6%..- "
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there would ‘then be a definite
preference  for  debt = payment
rather than for still more tax re-
duction. On' the other hand, if
progress were being made in debt
retiremeént and if -such progress
appeared  likely to .continue at .a
reasonable rate, the case against
" tax “reduction would be  weak,
particularly if the tax load. were
still 'so ' heavy as to: impede the
accumulation of savings, hinder
their flow into capital formation,
and ' discourage individual incen-
tives. -
The position taken here is that
there is still a substantial need
Tor further tax relief. In support
of’this position, it is proposed to
review: the things that have been
-happening with respect to the pub-
lic debt. It will be helpful, also,
to indicate the cash resources in
the Federal fiscal system that are
available for debt payment. The
data presented.are readily avail-
able but they- are seldom organ-
ized in a way._that.points up their
significance for the subject under
discussion.

Important  Questions

* By .way of ‘a preliminary, it
should. be' noted that' the usual
‘type of bare statement to the ef=
fect that: the debt should be re=
duced is too-vague and ‘indefinite
to ‘sefve as a constructive guide
to Treasury action. Such a state-
ment - throws  no light upon im-
portant ‘questions of which  the
following aré examples:

(1) ‘What kind - of debt should
be retired first? (2) What classes
of . debt holders. should be dealt
with’ first? . (3) .Is retirement of
debt . in the hands of the public
a sufficient: compliance 'with: the
stated objective of debt reduction?
(4) Should efforts to increase cer-
tain kinds of debt, such as:sav-
ings- bonds and. specxal Treasury
obligations 'be continued, if the
fixed policy be that of reducmg
the total debt? (5) At what rate
is: it desirable or advantageous
to retire the: debt? Should  this
rate ‘be the same under:-all con-
ditions?

A careéful appraisal of the whole

issue-of tax reduction versus debt

reduction involves the aboveé and
other; questwns In approachmg
them, it is necessary to have in
mind ¢ertain facts about the pub-
lic debt. .

The public debt of the U. S.
‘Government is not a single hom-
‘ogenous mass -of obligations. :On
the contrary, it consists of various
classes, each with its own: char-
acteristics. The major categories
 will ‘be ‘described briefly ‘in the
following paragraphs. The amount
outstanding in each class as of
June 30, 1948, is given in Table I.

TABLE I
Major Classes of the Public Debt
as of June 30, 1948
(Millions)
Gross : Public Debt $252 365
A, Guaranteed (he
outside the,Treasury) 73
B. Direct Federal debt._. 252,292
1. Matured debt, and
debt ‘bearing no
interest .
2. Interest - bearing

a." Special issues_. = 30,211

.b. Public issues._. 218,967
‘(1) Marketable 160,372
(2). Nonmarks

Classes of Public Debt

A - non-technical 'definition ‘of
each of these: classes follows: "

Gross- Public Debt—The . gross
public debt+ includes the  direct
obligations of the government and
the debt issued by government
corporations that is. fully guar-
anteed by the United ‘States as to
prinecipal-and interest. -Such gov-

ernment papet ‘is:'a contingent’
liability - of the Treasury. ~“While |

there: may: never: be:occasion:for
the: Treasury to meet its guar-

antee, its existence warrants in=
clusion of thé guaranteed debt in
the gross publi¢ debt, The amount
of the liability 'is unimportant
now, but on June 30, 1938, for
example, the total of guarantee’d
obligations outstanding was $4,853
million.

Direct Public Debt—Under this
heading are' included all of the
direct Treasury debt obligations.
There are two. main subdivisions:

1. Matured debt and debt bear-
ing no ‘interest. The nature of
the matured debt is obvious. The
debt bearing no interest includes
such items ag savings stamps, ex-
cess - profits  tax refund  bonds,
special notes issued to the Inter-
national Monetary Fund and the
International Bank - for Recon-
struction- and  Development, the
United States notes’ (greenbacks)
less “gold reserves, and deposits
for retirement of 'national bank
and Federal Reserve Bank notes.

2. The interest bearing debt.
The debt on which interest is paid
falls into two classes.  These are:

(a) The special issues, which
are: the Treasury notes and cer-
tificates issued to the various Fed-
eral trust funds;

(b) The  public issues, which
are the variouis forms of debt sold
to the general public. Again, there
are two kinds of public issues.

(1) The marketable debt, which
includes the fully negotlable pa-

‘per such as Treasury bonds, notes,

bills: and ‘certificates.

(2) 'The nonmarketable ‘debt,
which, as the term indicates, is
not' negotiable..  The ‘prmmpal
forms-of -nonmarketable: debt are
the -savings bonds -and the ‘tax
saving notes,

From. this brief enumeration
and  description of - the. various
¢lasses -of the public debt, it is
evident that im: 'speaking -of “debt
reduction it - is' necessary -to be
more deéfinite ‘as to the kind of
debt to be-dealt with than is usu-
ally the case. It is also evident
that vague Teferences to the total
of the gross public debt as con-
stituting the measure: of the re-
demption problem are incorrect
and misleading.” In that gross
total. are same  classes of debt
about which little or nothing can
be done, For example, it is neces-
sary to exclude the guaranteeed
debt, now negligible but once im-
portant for the government will
not have to pay it unless its cor-
porations become hopelessly bank-
rupt. Nothing can be done dbout
the matured: debt until theé hold-
ers chooese to turn it in. Redemp-
tion of the notes held by the
Monetary Fund and the. Intérna-
tional Bank will depend upon the
future- operations of these insti-
tutions, a matter over which the
Federal Government may have
little influence,

. The first step toward being
specific- as to what kind of debt
is involved in the demand for
debt reduction is, therefore, to
recogmze that such a demand re-
Iates, in the first instance, to the
mtelest-beanng debt. Actually,
however, thé matter must be- nat-
rowed still more, for there is no
point in demanding that the spe-
cial issues heéld. by the various
trust funds- be redeemed  since
they are: supposed to constitute
‘assets held in support of future
welfare commitments. This limits
the . field for. debt reduction to
the public issues. But it is nec-
5 essary to. go still farther and .ex-
clude the- nonmarketable - public
issues in ‘any demand for the ag-
gressive use of surplus ‘tevenues
to reduce debt. By far the largest
portion of the honmarketable: ‘debt
consists ‘of the savings bonds, and
except as these bonds mature;-the
government ‘ must- wait  until- the
holders-decidé to exercise 'the re-
demption option,: which. théy ‘may
do at aty time ‘after 60 days’ from
the date of putchase.

-As a matter of fact; the: Treas-

ury has: recently: maugurated an
intensive’ campaign::to - increase

‘reserve: ‘bank ' holdings.

savings bond sales: The'sales and),
redemptions of these bonds: in the
last three fiscal years have been
as follows!

TABLE 1I

Sales and Redemptions of Savings'

Bonds; Fiseal Years 1946-1948
(Millions)

tRedemp-
tions

$6,408
5,063

- 5113

Period
(Fiscal
Year)
1946
1947
1948

“Sales at issue price,
tRedemptions ‘include acerued discount.

It is assumed here that the de-
mands for large-scale action to
reduce the debt do not extend to
a reversal of the present savings
bond sales policy. Thus, by a
process of elimination, it results
that the area of deliberaté, agres-
sive action by the government to
retire debt of its own initiative
s limited to the marketable, or
fully negotiable debt. From this
viewpoint; the volume of debt to
bé dealt with is not the gross total
of $252 billion, but the $160 billion
of 'marketable debt. The other
segments  of ' thée debt. must of
course be  dealt with' whenever
the question of redemption arises.,
The point that is emphasized here,
however, is that the government
does not control the timing, in the
case of the nonmarketable debt
and therefore e¢annot proceed of]
its own . initiative with :the re-
demption .of such debt. :

A final  technical limitation:

upon the government s freedom of
initiative in debt redemption .is
in the distinction - between the
long- and the short-term market-
able debt. There is no opportunity
to redeemy a long-term Treasury

Excess
_of Sales

$3,204
2,145
1,122

“Sales
$9,612
7,208
6,235

bond. in advance of the eall date|
-except by purchase in the -mar-

ket. The years ahead are studded

with call ‘dates and final maturi- |

{ies of -bonds and notes, with
larger amounts falling: due -An

some - yéars : than  the. ‘respective| ..
budget surpluses are-likely té¢ be. |
Hence the technical limitation is|:

not a semous pract1cal restriction..
The Problem of Choice

The problem of choice among{ ' :

the -maturing long- and  short-
term- obligations; in determining
what part of the debt to retire
first, involves issues of debt man-
agement that are 'beyond  the

scope of this essay. Since the eur=|-

rent pressure for large-scale debt
reduction has beéen tied in. with
the efforts to control and reduce
the inflation. of ¢redit and prices,
it has become an accepted for-
mula that first attention should
be given. to.the bank-held debt.
The extent of bank ownership; in
relation to other classes of holders
of marketable debt, as shown by
the latest available Treasury sur-
vey, is indicated in Table III.

If the ownership distribution of
the Federal debt were to remain
static, it wouldsbe possible to say
that” the volume  of debt with
which we' really have to wrestle:
is the total of ecommercial ‘and
<As of

March: 31, 1948; this total was

$78,530 mxlhon By redeemmg the|. -
bank-held debt, the ‘credit infla=| =

tion caused by bank'l'oans to gov-
ernment would. be eéliminated.
But the ownership situation will
not remain static¢; especially while
there is - oufstanding .’ a. large]
amount of fully négotiable debt
in the. hands of investors other
than banks." It ‘becomes necessary,

 therefore, to preface the insistence | . .~
upon: high taxes: for the’ purpose| ' -

of substantial debt reduction with
a ‘decision: as to ‘the miost. urgent
arid* ‘compelling ' reason  for this
course.- If ' this. reason be' found |
in' the ¢oncern’ over a large debf,

as ‘such, ‘there would be no-better -

case- for concentrating.. uponthe

bank-held. debt- than: upen that 5

held by other classes of investors.

‘There: would be no::good: case;| "

either;, for-an intensive. campaign

to increase the savings bond sales.

beyond  the “amount required to
refinance “the ‘annual redemption:
‘of these bonds. On the other hand,

4if the most -important reason fOr

high taxes$ and rapid debt redu¢-,
tion ~should; be the ' deflation of
bank credit as a means of curbing
inflationary  pressure- on  prices;,
then the surpluses should be ‘deé=

‘voted to retirement of the bank=

held debt.” Even by such a policy
it would not be possible to pre=
vent the banks from replacing the
redeemed. paper| by ' purchasing
from other holders.” The decisions
of bank managements to carry
government paper in their port-
folios would be influenced by the
price and’ yield of ‘such invest-
ments as  compared with: other
available investment opportunitiés
and by reference to the desxred
degree of-asset liquidity. - In any
event, these would now be free
decisions, whereas the original ab-
sorption of  government papér
during the war was not.-a matter

of free choice.

Refunding of Tax-Held Debt !

In view of the freedom of banks
to replemsh their = holdings, it
would appear- that a more v1gor-
ous attack upon the present in-
flation could not be made by ex-
tensive refunding of the bank-
held debt into issues not eligible
for bank: investment than by the
slow, irregular,” uncertain proce--
dure. of retirement from ‘revenue
surpluses. The savings bond cam~
paign is a small step in this direc-
tion. 'The possibilities of such re-
funding are preséntly’ limited: by |
the high taxes on incomes-which.
absorb the savings margins from
which extensive acquisition ' :of
new : issues  would . have  to be
made.. Thus, from ‘another angle,
the problem of tax revision isseen
to be directly related to that of
inflation control. ;

“With respect to the present bank
holdings of ‘the public debt, the
fullest: freedom of action toward

debt: retxrement on the part of the

'government is prowded by the
TABLE 10T

Chatactef and Ownership of

Treasury bills and. certificates ‘of s
indebtedness. These - have  short
maturities” (bills ordinarily . about
61 days and certificates not more
than 12 months) and the volume
outstanding can: be controlled by
retiring - rathér than efundl‘ng
matuority issues.. The supply ‘of .
such paper is- large enough to
absorb the probable budget s*ar-
pluses for some years to come,
but again a ‘question of policy
arises: Should the first redemp-
tion moves be made against the
bills .and certificates held by the
member. banks or against those
held by the reserve banks? This

paper can and does move freely

between = the member banks and
the reserve banks, a circumstance
which would suggest that it makes
but little difference where the re-
demption occurs. But the prac-
tical effects are: quite different.
Retirement of debt paper held by
the member’ banks improves the
reserve position of the banks as
a whole, because it -reduces fhe

|- assets and. liabilities by the saime

amounts and hénce causes & given
reserve to stand in a higher ratio
than ‘before to the remaining de-:
posit Habilities,” Individual banks,
however, may’ bé: adtversely af-
fected, On the other. hand, retire-

ment of. debt paper ‘held by: the. |

reserve banks tends to tighten
member bank reserves.. beingan
opération similar in nature:to the
open market ‘sale of securities by
the reserve:banks. ‘More effective
action’ against the: inflation would:
therefore result from retiring debt,
paper ‘held: by thé reserve banks.
But, such . action  could be: nulli=
fied by reserve bank: putchases of:
‘other. sécurities ‘and the, opération
would be ineffective, as zn. infla-

tion .control,” unless. it were qc- |

companied: by a. reserve ‘bank -
poliey, .of ' restrlcted open: market
purchases.

* In summary of tha dhcuwon fo
this point; it has been shown: that:
‘because ‘of the various categories’
of debt, the generie term: “public
debt” is too mdehmte 0" be help-

Public 'I\;Iarketable Securmes ,"

March 31, 1948

(Millions) -

e, : - Tetal
“Classification— Outstdg,,

,Banks
Issued by U. S. ST

81978
7,119

4,537
43,986
4013

Guarant’d by U.s. ll

——Held by- Investors covered in Treasnry S
U. 8.

Commenclwl Savings: Imsurancé Trust F

Go* . g

Agencies H
11 Other

Banks 'Companies ¥.R.Balxs Igves‘ors

i

843273 $8.940 szsvo
365 410 - 4517

152 244 1,837
11,462 21, 369 /11,072
P 9. i

aﬁ

4556
27,636
D!

4 13

-

$161,367 = $57, 643

Sourcc

$1zosa $22310 $264)1 $42,895. |

';"I‘reasury Bulletin,”” June, 1948 P Ty

: TABLE V. y
Ohanges in the Gross Pubhc Debt and the General Funﬂ

: / A It
Balance

From- Feb. 28, 1946 to June 30, 1948

(Millions)

v GYOsS |
" Public Debt
$2179,764
252 366

Date,—; :
Feb. 28, 1946
June 30, 1948..
De'cliné _'1.__;‘__

27, 398 -

Guaranteed .C:eneral ¥und
‘Debt Balance

8550, 525 961
3 4,932
4T :

" Phblic Debt
$279,214
252,292

26,922

‘ TABLE vV :
Changes in the lnterest Boarmg Debt;:Feb. 28 1946 to June 30 1948 i |
(Mllllons) : : 4

g Totaunterest- i
Date=— [

Feb. 28, 1946_-
Juné 30 1948. © 1249,177
Net: change___. 228,735

S e “Treasury . Bulletin,”
June 30, 1948

$277912 ¢

‘Bearing Debt ! Malkebabkv i

-$199,810

160,372
39,438 .

ceinber, 1947, and T‘ieasury ‘Da
.Totals are ‘rounde’d and do not..completely correspond Bty

S!f!etial
~_ Isspes
$20 97

Tt

%1417‘

‘sratemém Al
fn

mmketable e S

1 $57,206. $257,016 -
58,595« 218,967 -
| 389 7+-38, 049

TABLE VI

Changes ‘i Outstanding

Marketable "Public. Debt‘ R

Feb..28, 1946 to. June 30, 1948
by Classes of Securities

(Millions)- -

Class of Security— o Feb 28,1

$17,082
41413 .
019,551 - -°
121634

-+ Certificates
Notes =._:u:

. -Bonds - -
Other ...

“ f-Ambunting Outsanding on==-

Reduction. !,
83,275
20, 482 -
s 11 7"3

3, 942

S |

June 30,1948 °
-$13,757 .
20,931
--7,838

117,692 -
163

946 .°

+

Source:

$199 810
.See Table V. :Rounded totals do not. completely correspond i =

$160,371 ... 539 439

7920 |

pigitized for FRASER
pAraserstlouisied
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. {ul in-the formulation of demands
for'debt reduction.: Some ‘classes;
| of debt are heing increased ‘as-a
| “matter 'of policy, notably the spe-
cial issues and the savings ‘bonds.
It'is '4lso necessary to determine;”
as a further matter of policy, the
most ‘urgent’ reasons for insisting
upon ' large-scale" redemption . at'
this time. As long ‘as inflation
control figures prominently among
these 'reasons,  primary emphasis
should be laid upon the bank-held
debt, notably  that. held by the
. reserve banks. It is: clear, how-
eveg, - that. there is ‘no way of
keeping. out of .the “banks such
part:of ‘the: negotiable debt as
they may’ be willing—at a price
—toown. . Large-scale refunding
| “into debt forms not eligible for
| 'bank investment would: reduce
perinanently the bank-held ‘debt,
“'but the present heavy taxes on
incomes are a serious, deterrent to |
such an undertaking: =~ "7
| - Changes in Composition ;of Debt
. “ Another ' question pertinent to
the! debt reduction -argument, is
wheéther there must’ be; in satis-
| faction of that argument,-a reduc-
|...tion - of “the ‘over-all’‘total,” ‘or
whether the recent trend. toward]
reduction ' “of - -marketable ' debt
| - thréugh. a substitution thérefor of
“nonmarketable debt would ‘be ac-
ceptable. The extent of this sub-
stitution since the peak of ‘Federal

+ indebtedness was reached at:the|-

end of ‘February, -1946, may not

be generally realized. 'There is|:

shown, in Table IV, the over-all
dehit rednotin~ from ‘Feb. 28, 1946
to June 30,1948, i, i
o Accoransy Ao thise part of ‘the
record, the major portica of the
debt reduction came about by the
application of the large cash bal-
ancé on hand after the: final war
‘loah 'was -issued. The.‘decline in
“guaranteed debt presumably oc-
. curred’ through the application: of
government  corporation’ funds to
this 'purpose. There will  prob-
ably- never again be, in; peace-
time, a huge ‘general fund balance,
and the operation: which was pos-
sible, after the war: borrowing:
stopped cannot be repeated;

The data in' Table IV do‘ not
tell thé entire story of the debt
sinee February, 1946, for the rea-,
son that they do not .reveal the

| changes that occurred in its inter-
~nal composition. These' changes
are important. - In: some respects,
they are. more significant ‘than
any  that have ‘occurred in ‘the

over=all: area. of ‘the gross public|

deht. They are shown in Table V.
| "The significant fact disclosed by
the' data in ‘Table V ‘s that with
a et decrease of $28,725 - million
in the total interest-bearing debt,
- “there was a net decrease of $39,438
| - niifiaon in 'the marketable or fully
| negotiable debt during the same

period. The difference is account-|:
ed for by 'a moderate risein:the |~

b nonmarketable public issues and a
'substantial increase in the special
-.iSSueS‘.» ; gk G NN S e

. As-a final statistical.exhibit it is|-

worth ‘while to show, where the]
| rprincipalreductions’ of the
|~ marketable debt were made. This
is done i Table VI. :

e Erér_h‘\"rable' VIt is séeh"thaf r
s the. debf  reduction: program by |

~ which :the  marketable : debt; has
“been reduced $39,439 million since
he: end ‘of - Februaty,: 1946, has]
beeén concentrated in the area of
‘In_view. of

by the comivercial banks
the reserve banks, it appears
hat the debt payment policy thus

. far, pursued has been . directed at
| "« the’ basi¢-source of:the:credit in-
.. flation; ‘which "is "the’ bank-held
- 'debt.:-No: precise -evaluation ~of
|“‘ the'deflationary results. of this
. operatioiris possible.: In:any case,,
:these -results have been-offset in

considerable  degree by . reserve;. . :

bank. purchases’ to’ support. bond
“'prices ‘and: hy..an. expansion ' of
/. bank.-loans 'to- private ‘business.
"* Variotis aiithorities in: the banking

field -have expressed concern ov
‘the rise -of businessibank 1

in~-vattrib1:1‘i;ihg it in -large: }igg'i"eé‘
to: the -scarcity wof -savings ‘under

the present rates-of the individual
income tax. : st il
+'The amazing ‘achievement with
‘respect:to the reduction of mar-
ketable public issues,: shown “in

Table “Vi--directs attention to ‘a

‘question  raised . earlier, namely,
.whether  the reduction of »mar~

ketable  debt ‘can be regarded as
reasonable. compliance with : the

terms of the popular ‘demand for|

debt 'payment, This reduction
has been i accomplished in part
by the substitution of nonmarket-

able issues and special:issues. ‘To’
this extent there is no debt retire-:

ment  in the over-all sense, but

if the concept of debt payment is.

to'be interpreted narrowly, it may
be asked why some- forms of the
debt “are permitted ' toincrease:
If  sheer, unqualified debt reduc-
tion is the only proper goal, why
should the Treasury push the sale

‘of ‘savings-bonds, and ‘why: should

any more, special obligations-be

issued to the trust funds? There,|

must be some significance for the
ordinary person who owns savings

-bond : or ‘other..debt paper in:the

fact that ‘over’ ‘the’ past:two.and

A half years some $10.7 billion of.

the ‘kind . of debt that is ‘freely
negotiable in the market has been
replaced by ‘an equal amount oi
the kind ‘that will tend to remain

securely. locked ‘up, either. in:the

strong - boxes of ' the :individual :

citizens or: in- the ‘various trust
funds. to ‘which the special ‘issues
were delivered. ¢ % e

. In view of this record, particu-
larly .with respect. to" the repay-
ment of marketable debt, it would
appear reasonable to give further
thought ‘to tax reduction and re-
vision. . No one wants to see a
resumption . of ~debt ' increase
through deficit ~financing, -and
such a course is not advocated
here.: What the record does. jus-
tify, in the opinion of the present
writer, is further action to lessen
tax burdens as against unyielding
insistence upon - debt -payment
without ‘regard to the tax levels
that would be involved in such|
a ‘policy. Within limits, tax  rate
reduction does not necessarily im- |
pair revenue receipts in the long
run. The chances are much better
than even that greater headway
will ' be made in  over-all debt
reduction  over the .next decade
by readjusting tax burdens so as
promote. high level employment,
production; and income than can
be made by :retaining, for. the

.purpose of rapid debt payment,

tax rates that impede capital for-
mation and throttle the economic
incentives to work, save, and as-/
sume risks.

.~ AsWeSeelt

: (Continued from’first page)

" according to the Department of Commerce, ‘which ob-
'tains its‘information from the Department of Agricul-
‘ture. Despite all the favoritism and all the subsidies of

- \the New ‘Deal; it never reached that level again until

1941 when it came to $6.9 billion. ‘In the last war year,
1945, the farmers’ income rose to a point almost double

‘that of 1941, that is to-
‘billion.

; ; ; *, - Still Gaining’ s
‘But peace brought no ‘decline i farm income. On the

the unheard-of total of $12.3

contrary, it has continued to mount year by year since ths
war’s end.. In 1946 it was $14.6 billion; in 1947 it was $15.7
billion; and in the second quarter-of 1948 it was running at

3 'seasonally adiusted' annual rate ‘of $18.9 billion.

The

- “compensation of employees rose from $50.8 billion: to
-+ $64.3 billion, a gain of 26.6%: This compares with a gain
‘for the farmers of 21%.. The gain of the employee from
(.1941 ‘to-1945 'was $64.3 billion-to $122.9 billion, or 91%.
The farmer’s was 78.3%. ‘Since the war- there has been
a:further gain from $122.9 billion to $133.9 billion or
99,. . The. farmer’s was 54%.

" Now if we compare these wages and salaries figures
with change in what are now known as consumers’ prices
we arrive at a figure comparable to the “real” gains of agri-
culture. Doing so we find that the “real” gain of the'em-
ployee from 1929 to 1941 was 47.4%. The farmer moved
ahead 53%. From 1941 to 1945, employees improved their
‘real position 56.6%); the farmer, 35.2%. From the peak of
1945 ‘the émployee slipped back by 1948 in terms of real
wages by nearly 18%; the farmer gained 7%. The real gain
of wage and salary earners from 1941 to 1948 was 28.5%:;
that of the farmer, 44.6%. It is, of course, readily apparent
that the farmer, by the middle of this year of our Lord, 1948,
has advanced his economic position more rapidly since pre-
war days than even the recipients of wages and salaries
(chiefly wages) who, next: to the farmers, have most 'to be
thankful for notwithstanding high cost of living.

Some other comparisons are, however, of interest.
Take, for example, the so-called rentier group or element
.in the population—that is those whose income is chiefly
~interest on past savings. The *net interest”’ component’
of the national income aggregate, as reported by the De- |
partment of Commerce, was $6.5 hillion in 1929. There-
after it started ‘'on an uninterrupted downward course
which took it as low as $4.1 billion in 1940. It had re-
‘covered even in the second quarter of 1948 only to about
$4.7 billion annual rate. There is, unfortunately, no
(satisfactory data by which to adjust these sums for the
{loss of purchasing power by the dollar, but it is evident
‘enough that these individuals who, in their self-reliance
.and their prudence set aside sums in the past, have suf- -
fered and are suffering as greatly as-the farmers and the:
wage earner have gained. If tears must be shed, these
.are the individuals who should draw’ them, ‘

The fate of the entrepreneurs who invest in the equity
‘securities of corporations is much the same. In 1929 they
1 received $5.8 billion. in dividends: In 1941 they received
otily $45 billion: Even-in the second quarter .of 1948 they,
were receiving dividends only at the seasonally adjusted
rate of:$7.3 billion. No matter what “deflator” is employed,
there can be no mistaking or disputing the fact that these
elements in pcpulation, too, deserve much more sympathy

and; they are virtually -unanimo

farmer gained 78.3% from his best year prior to our entry
into the war to the end of hostilities.  From 1945, the last
war year, to-the second quarter of 1948, his gain was nearly
549. From 1941 to 1948 he increased his dollar income 1749%,.
: Now ‘compare these changes with the rise in the
_pri"ce of things which the farmer. buys, and we get a
fairly accuraie idea of his progress during the years in
question. For this purpose we employ the price figures
of the Department of Agriculture which include not only -
: thillgS'the farmer buys for his own personal consump-
‘tion and that of his family, but the prices of goods used
by him in production and the taxes imposed upon him.
We can'scarcely imagine greater liberality. Here are the
figures. Between 1929 and 1941 prices paid by the
farmer declined about 21%. ' During these years the
farmer increased his dollar income by 21%. Make ap-
‘propriate adjustment for the ‘change in prices and his
~ real gain becomes 53%. e

T

. Now: take the war yéarsf‘roin 1941 to 1945. Prices paid
by the farmers, according: to the Department of Agriculture,
rose about 32% during these years.  Make allowance for this
change and-the farmer’s gain stands at 35%. Prices paid by

| farmers rose between 1945 -andthe second quarter of 1948

by a little less than:449, but farm-income rose about 549,
50 that the farmer in the second quarter ‘was some 7% above
his wartime peak in real income. If we measure 1948 against
'1941 we find a dollar gain of nearly 1749 against an 89%
rise in the prics of things farmers buy. This gives the farmer
a real gain of some 45%. :
: ' < Fatmers vs. Others i
It is interesting to compare these real gains with = -
/" those of: some of’ 'thei"fo‘thér: elements in the economy.
“Take first of all-compensation of employees—since it is
“well known that “gains” here have been unprecedented

:-.‘.4'd;uringuthe:])hst-’fdetadetand‘ ‘a half.’ From 1929 to 1941

N

.| The First Boston:Corporation. .

than the farmer.

i taxpayers of the nation to
~+farmer? Why should there

rgrasp of individuals whose

Why?

Why, in light of such facts as these, should there be
.(apart  from political considerations, of course). such a
‘hue and ery when the prices of some of the products of
,our farms recede from the clearly abnormal, not to say
‘ridiculous, levels they had reached? Why, again apart
from political considerations should it:be thought wise

to take billions of dollars from the pocketbooks of the

bolster the position of tl.le

ot be rejoicing that some
of these necessaries of life bid fair to come within the
\ _income  has not kept pace

. with the rise in the cost of living? Why, if we really
.+ pelieve ‘that “inflation” is eating. 2t ‘the heart of the
\ economy at this mement, should: we condone action by

-/ the powers that be to prevent .prices from readjusting
_ themselves normially — all :for. the doubtful 'benefit of
/' the farmers of the country who, of course, will in any

- event benefit from the large yields of the season?

Hayden Mem. Trophy
|Gold Tourney Revived

'The Charles Hayden Memorial
Trophy -~ Golf . Tournament, - after
| wartime interruption, will resume
play for "the twentieth year on
Sept. 20,1948 -at “the ‘Baltusrol
Golf Club - at: Springfield, New
Jersey. The tournament.was last
played in 1941 when foursomes
from 40 securities firms competed
{or the trophy won in that year by

. iIn i the-history of - the : tourna-
ment,: three cups donated: by Mr.
Hayden - have ~been ‘permanently

retired upon: the' winning of the

' traditional three legs by one firm,

After his last cup was retired in

1939 by Hemphill, Noyes-& Co.,

the partners of Hayden, Stone &
Co. .donated a mew trophy which
will be kept in perpetual play as
a memorial to Mr. Hayden. Since
his death, the invitation tourna-
ment has been a cooperative ven-
ture.. . ;

Francis A. Cannon of The First
Boston. Corporation is Chairman
of “this year’s tournament. com-
mittee. Other committee members

1 are: Thomas F. .Staley ‘of ‘Rey-

nolds & Co., W, :Halsted' Taft of
Hemphill, Noyes & Co., and Wick-
liffe Shreve of Hayden, Stone-&
Co.: v :
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: after Dec.. 31,1947, and -is not
‘Tétroactive.

The "dévice .or bequest ‘to the
surviving spouse need not be-out-
right, it- may be in the form of a
‘trust, provided the interest so-left
is mnot“ terminable,; - and, provided
'further,. that all.the income. of the
trust: is -to- be'paid to the. sur-

civiving spouse-for life at year 1y or:y.

: more frequent mtervals

v “'I‘erminable Interest”

A “Terminable Interest” is de-
.fined . as: an’ interest which will
fail .or-terminate upon' the lapse
of time or upon the occurrence or
lapse ‘of :an’event or contingency:
If the following, conditions.exist

in ‘the. trust- estate : the’ “Marltal-

Deductmn” will ‘be- disallowed."
s (1) A grant bequest or-device
“by:the- ‘decedent of ‘aninterest-in
the same property. to another ‘per-
son . other ‘than the surv1v1ng
spouse, A
(2)!The" person  acquiring such
interest may by any possible: cir-

cumstance  under the ~bequest

- possess’or - enjoy: the property

after the termination or failure of-

 such interest passing to the sur=
viving ‘spouse.

In ‘other words the 'trust, and
the income - from the trust, can-
not be fettered with conditions.
The surviving spouse must have
~ the sole right as long as he or she

lives to the use and enjoKment of

the property with the right to dis=
pose of the same at his ‘or. her
death:

“:A “Terminable Interest” would
occur.if the property should pass
to ‘another in the. event of  re-
marriage; limited to a  certain
time; dependent ‘on the removal
from a certain place. A direction
that the income of the trust be
paid to- the surviving spouse for
‘1life and the corpus be distributed
to 'others" at: the 'spouse’s death’
would be a terminable interest. So
would a terminable’interest exist;
if the bequest of an'annuity to a
surviving spouse-is: coupled’ with:
a direction that at the death of
such ‘spouse the annuity be- paid
to. others. A contingent  bequest
in trust, that'certain property’ be
for: the joint benefit of the sur-’
viving spouse andanother per-
son, or that the ‘trust’ property

_ Pass outright to the’survivor of
the two,will be a termmable in-
terest. in

If the survwlng spouses mter-
est is. not {erminable, the Marital
Deduction may-,be ‘used even
though some other person may |
have an interest in ihe property;
as a device of real estate ‘1o
another for life with a vested re-
mainder to the surviving spouse.
The . Marital Deduction will  be
disallowed 'in’ cases where ' ter-
minable ‘interests. are to be ac-
quired for the surviving spouse by
ihe decedent’s'executors or
trustees " pursuant to a direction
1o purchase an’ annuity contract
for the surviving spouse’ for-a
{erm of years or for life.
“'There “are few. exceptlons such
as -death . caused . in_ a . common
. accident, A legacy to a surviving
.. spouse will not be-disqualified if

_.the only conditions: tied..to :out-
... right.-ownership -shall- lapse ‘and |
. the _property: pass.to others if .the
surviving. spouse. die ‘within: six
months” of: the decedent spouses
death’and/or beth die ina:com-
mon- disaster. - These conditions

tied to -a legacy will not of ;tself_

disqualify the: surviving spouse’s
right to ‘a marital deduction un-
less " the survwmg spouse dles
wrthm the ‘stated period::

Provisions.can be made in.the
event the power of appointment
is not exercised. by -the surviving
spouse, that the property be dis~

; tnbuted to pthers .designated.. A.l’
legacy to the surviving. spouse:.of:| ..

other than. specrfrc assets as-“‘one-.|

.. coupled with' a. direction-that pro=
.. hibits the executors from satisfy-
ing such legacy from termmable

|g|t|zed for FRASER

” “tshould. . bé.|

-assets or the proceeds of such 'as-
sets. The law stating that. if there
are terminable interests’in the
estate that could be used to satxsty
‘the ‘legacy ‘those interests will be
conclusively: deemed to have 50
been used; ;

The Rate of Ta,x :

The Tate . o£ tax is not changed
by the amendmentsto  the - rev-
enue.; law, but the- act’ does’ not
‘permit ! exemptions for. ' propérty:
previously taxed within five years,
as the old law prov1ded il

‘half will - have ' the $60,000 ex~1]-
emption. . There; - therefore, »will |-
be ‘no' tax unless the “AdJusted
Gross' Estate”. is -over $120,000.
The rates: of ‘tax remaining the'
same: the tax is as:follows—If the
net estate after deducting the spe-
cific Federal exemption is $5,000
the - first': $5,000. " If over $5,000
and -not over $10,000 the tax . is
$150 on the tirst $5,000 ‘and 7% on
the  balance ‘or ' $350, making a
total tax-of $500 if the net taxable

estate is $10,000.:: The rate of the
tax is progressive to wit; "

$t50000 “ 3% ,slso
10,000 7% 350

$500
1,600
3,000
4,800
9,500

20 000
30 000 ‘
to
40,000
10 -
60.000 -
to

11%  $1,100
S i,400
v"18% 1,800
25% 2,500 ¢
80000  2& 2500 9,500

100000 - 28% 11,200 20,700

1If:the net taxable estate is $500,-
000 the tax is $145,700 and if $1
‘million- the " tax is. $325,700" at a
tax rate of 39% to estates of.$10/
million: when the tax is*$6,088,200:
ata tax rate 0f 77%. The revenue
laws relating to estate taxes. were
never consolidated to make one
Federal Estate’ Tax Law; so that
today we must’look: at the ‘Fed-|
eral ‘ statutes “of > 1926, '1932, 1942
and 1948 to' comprehend the -en=
tire estate tax laws of the Federal
Government.  In 1926 the exemp-
tion was $100,000 and the rate of
tax was and still is 1% on the
first. $50,000 - after exemption of
$100,000; 2% on.the next $50,000;
3% on the next $100,000; 4% on:
the ' next $200,000; 5% - on = the
next $200,000 and so on. ; The tax
runs {ronr 1% on the first $50,000
to- 20% on $10,000,000 and over.
| An. allowance - is - permitted : for
estate taxes paid ' to the domicile
state equal to 80% of ‘the tax
f{)cntnputed under the 1926 Revenue

There 'is no. prec1se method of
insuring-that the- interest passing
to the surviving spouse will equal
one-half of the decedent spouse’s’
\‘Adjusted  Gross ' Estate.”" The
Marital - Deduction- will- be'+des-
creased. by the amount-of death
‘dutiés “charged’ against ' such ‘in-
terest “so- that there should be ‘a
"direction - that." such ' interest be
 exempted: from -bearing- ‘any: part
. of the death’ duties:: Bequeathirng'
one-half of gn.:*Adjusted: Gross|
‘Estate’ ‘asi proyvided : by the: Fedx=:
eral s Revenueé Laws jand | ‘provid=;

| ing - that such: bequest: shall ‘not

bear .any, part of the death duties.
will be-near enough to obtain such
oBject.: il e T

rApphcation to: Ln’e, lnsuranee

|The - Federat : “Estate ~Tax" laws
agtply to-life insurance, If therin~
sured: at' the ‘time “of ‘death: pos+’
essed- any: incident-ef cownership, |
ox:»pald direetly or»mdxrecﬂy—-the
premzmn or. premmms fcu: sueh

at (.Bl‘,". 44 ,>

the:Federal tax is $150 or' 3% on|:

msurance 'the proceeds are part
of the’ decendent s estate and tax-
able. :: As _far as .annuities .are
concerned the commuted:value at
the day of death is the value to
be reported -in the gross estate.
Legal incident < ‘of ' “ownership
has-never defmxtely been:defined
'by 'the courts.': Treasury Tegula<
tions 105 of’ the ' Reveue ' Act re-

valved 'in ‘determining the  ques-
‘tion - of. 1ega1 mcxdent of owner-
ship:

is. estate 10" its economic  bene=
its; ‘the, power, 1o, "change the

i
L loan agamst the cash or’ sur:
render valueé of the policy i

the insured to make only an out
‘and. out- assignment of the policy
for value: received and 'without’
any . strings attached: to the as-
signment,

The ‘proceeds of life insurance
becoming ' part of the decedent’s
gross estate will give rise to the
Marital “Deduction.  The ' estate
tax law applying to one’s estate
applies with the same force to the
insurance: proceeds. ' The 'Marital

ceives the proceeds of the life-in-

-| surance outright, or if payable'in

instalments " or -left at  the in-
terest' option, the installments or
interest are paid commencing not
later than thirteen months :after
death; are paid yearly or at lesser
intervals, are paid soley to the
surviving spouse during his or her
life and with full power. to.ap-
point any amount remaining after
.death to his, or her estate. A pro-
vision. directing, installment pay-
ments or interest payments to the
surviving spouse, with: full' power:
to: name his or her estate and in
the event .such power; is not ex-
‘ercised the balance ‘of the pro-
ceeds to go to other named per=
sons is perm1551ble.

“ ‘Every kind ‘of life insurance-is

the contract: of insurance be de-
noted, “Term,” Limited Payment,
Life, :Paid-Up, Endowment,  Na=
tional  Service Llfe Famlly In-
come; Group or. any: other desig-
nated name. Death claims under
accident insurance or double in-
demnity policies  are considered’
'hfe insurance;

‘Annuities ‘are " not consrdered
life- instirance ‘and are treated as
any other form of property. A life
annuity ceasing at'death naturally
has no'value left to be taxed. A

a cash refund or continuation -of
installments 'to others is taxable
for the cash’actually received or
to the aggregate amount receiv-
able by the beneficiary dlscounted
to its'present: value;

{Where life insurance contracts
are absolutely and unconditionally

eration the .proceeds are:not sub-
ject to the Federal Estate Tax; ' *

Usually “in‘connection-with' life
“insurance- several. questions*arise_
mostly relating to the income tax
laws..Thé .death proceeds of a life
_policy, .whether paid . under .any
of‘the options-or in-a lump sum
are- not- taxable ' income - to the
beneflcxary, exceptif the interest

ceived is income; i the year re-
¢ived.. Income: .policy: .for: ‘a

of " divorce
"divorced: wife.: Dividends are not
interest ‘but:the excess cost of
the insurance. -

“|In ‘an ‘endowment - policy; that
matures during -the Jlife-‘'ofthe

emiums pard (less dividends)'is
"ordinary -income ‘and-:taxable- in’
the  year «the pohcy “matures.» If

r left: with-the- company, the excess

-veals: ‘what! mattérs may: be in:i

. N T T ¥
‘Under the .old -law  there wag |- ! The rlght o the msured 00

en exemptlon of $60,000. This ex- | "
emptzon is kept intact'in the rew |
law.: Now 'with the Marital” De- |’
‘duction; if the revenue actis coms= |-
plied with, one-half of the ‘estate |
will , be: tax: frée- because -ofithe |-
Marital :Deduction :and ‘the” othér|;

benef ary; the right to surren-’
der: or ‘cancel the pohcy, to ‘as=.

The regulation: practlcally llmlts-‘

‘| Déduction’ will only be allowed |
. when the' surviving spouse re~

included in the statutes, whether:

refund annuity,; providing - either |:

assigned-for- an adequate eonsid=

-option- 1s chosen-the: interest’ re=’

divorced wife undera final decree’
is’ ‘income: to: the-

sured;. the excess received:over
‘P

"I 'of maturity, When a policy of life

b ‘YourEstateandtheInevitable Taxes

insurance: is - surrendered -for..its
cash value the same rule applies
and the :excess must.be reported

in the year of the surrender‘ Sur- .

renders are not considered capxtal
gdin and are-not consuiered ‘as a
sale or exchange. )

. |Annuities ‘‘are  ‘taxable : yearly

income" for 3% ‘of the aggregate’

premium: .paid.; Thereafter 'when

‘the’aggregate is reached,-all pay-
‘ments received are consxdered in- |
come and taxable 1n the- year/

reeelved
: The Glft Tax ol
‘The gift’ tax’ is‘an important
measure in plmmng one’s estate,

The- Federal : Gift" Tax like ' the'

Federal Estate’ tax' is- based upon-

the: same theory<of transfer.- The,

gift tax is 25% lower than the’ es3-
tate-tax ‘and- the specific: éxemp-

"| tions are' quité ‘different, While 4 | -

the estate’ tax’ there is ‘a Specifi¢
‘exemption”of: $60,000, the’ gift tax

{allows’ the’ followmg exemptmns,

to-th'

iy An overall exemption of
$30,000 ‘during life. -

(2) A yearly exemption of $3,- |

000 during each calendar year ‘in
-addition to the $30,000 exemption.

The marital . deduction 'is now
permitted in respect to gifts made
on and after April 2,'1948. A gift
made ‘either by husband or wife
is considered ‘'made one-half by
each spouse Thus, a: husband
can glve his 'wife and so can a
wife give her husband a gift of
$6,000 each year and not be sub-
ject to the gift tax. One important
consideration’ must 'be temem-
bered, the gift must be. outright
and no strings attached.

If neither spouse has used any
part of his.or her overall exemp-
tion ‘of $30,000,‘ it is possible for
a spouse to give to a'child $120,000
over a’10-year period without in-
curring a gift ‘tax;.$6,000 of such
gift would be the annual exemp-
tion of both spouses totalling $60,-
000, and ' the. balance of ' $60,000
bemg the- overall exemptwn ‘of
both spouses.. .

Whether: it is ‘wise to depend
on' the-continuation of these ex-
emptionsin’ the - future is ‘very
‘questionmable;. Irt:1932: the life. ex-
emption was reduced from. $50,000

.| 0 '$40,000, and some years later

t0'$30,000 the present exemption.
gift tax at the same time was re-
duced from' $5,000 to $4,000 and
then to the present $3,000.

The marital deduction with:re«

spect :to’ gifts is' limited: to the
amount of such gifts included for
the - purpose: of : computing net
gifts. . Example:" a- donor: trans-
ferred by gift to his spouse $4,000
-in ‘January, 1948 before the mari-
tal deduction was permitted, $4,000
in July,1948. Total $8,000." $3,000
is the annual exemptron. Balance
$5,000' net- gift: -
Since the: total marital deduc-
tion of $4,000 does not exceed the
net gift of '$5,000 the marltal ‘de-
duction: is allowed in full:

Under the present Gift Tax
Laws, -third party’ gifts, on' and
after: April 2, 1948, received- the
greatest.impetus. Under the pres-

ent act,”as shown in'the gift-to a.
-child, a.large distribution .of cap-

ital -assets canbe'made.: The act
permits: a’ gift- {0 be made. each
year. to ‘third parties: as:if one-
half'. were made . by-‘the: hus-|
band ‘and ‘ene-half:by: the wife,

regardless . which. spouse. is.’ the.
‘actual ‘donor.” To: qualify’ for this|
‘marital, - déduction - éach.: spouse | }

must.be . 'a’ citizen ‘or-resident’ of

the’ United States..They must be|
-married to each: other at the:time |-
the: grft was : made .and. neither |

one is pemutted to re-marry dur-
ing:the ‘¢alendar: .year. . Both

spouses - must .signify .in wrltm'r.

their: consent: to ‘the: gift:.
“Aconsent to-any gift made dur-
mg' a ‘calendar. year is-a consent
‘to’ all " gifts: made:-during“ such
-calendar year; ‘The: consent:-must

If an extension’of tirhe is granted

{o- file” both returns - the “fime - to

file-the-consent“will be extended

stilk- must be. reported..in the -year | to. suéh;ﬁxne;-,.:lfhea-consentr can:be

The - annual exclusions from ‘the|

;revoked before. March 15 of.the. .
-following . year .of the gift; but a-*

consent filed after such March 15
qannot be revoked,:

 'The.: liability” for ‘the gift tax ;
(where 'the consent. has not been

'revoked) devolves-on each spouse,’

because - they ' are  jointly - and

severally liable: for:the tax. If one: i

spouse. pays’the gift tax of both -
spouses ;. such * payment : is' not " -
deemed @ gift-to-the'other’ spousé,

person - would: work " out: Over @’’’
10-year- period: $120,000. could be
transferred without any’ gifttax
liability.' Now, let us see how the

Gift ‘'Tax :law.works.as. between'_ ]

‘the spouses. Liet us assume d gift *

‘of! '$100,000 ' to' the. wife by the “
‘husband. The .{xgures would show‘ .

up as. follows‘

$50 000 or Vs of the: total gxft would
“‘be’tax free. ‘The totalibex
“ing |'deemed '~ community
" property, 1 ‘of:the gift:is
“made’ by the husband and .. -
.the other s considered as -
‘property-of the wife. ' -
30 000 /'The :specific’ life" exemp-
;tion of the husband. '
3, 000 The annual exemptlon of -
L .the husband e 0

$83,000 Total amount Tax free‘ :
So that we have the'sum of $17,+
000 subject to the Gift' Tax, whlch
tax amounts to $952 50

Formerly if - a gift was made
within five years of the: death:of ..
the rec1p1ent -adeduction  was -
allowed .in; the. recipient’s. estate .
for -the. glft tax.  No such. allow-‘
ance is permitted.

Future interests as reversions
remainder . or:other .interests. or:
estates vested.or. contlngent which
are hmlted to:commence. in; use, : :
possession or enjoyment at:some
future time canpot. pass.as a gift..
The: gift- therefore ; must be of ..
immediate use,

The gift of life msurance, hke
that of any other kind of property
is ‘based on the fair market value
of 'the contract:at the date . of the
gift. ' The :surender: value is usu=~
ally -the market value of a life
1nsurance gnft !

'l‘he State Estate’ Laws

In order:to get a full’ pncture of
planning an estate one must ' know. '/ *
the. laws relating to death duties..
of! the’ particular.. state. where one
resides, /‘TheState of ‘New: York
has the most comprehensive!stat<
utes relating to death'duties. The
New York State Transfer (estate)-
Tax law. adheres to the Federal
State Tax Law-as closely as pos-.

-sible. . The New York  State tax

decisions - are . generally 'in uni-
formity with the Federal tax de- .
cistons.. ‘Many. other ‘States ‘have :
followed the New York statutes
relating : to_death duties ‘and we -
will use this State as an 1llustra-
tion, -

The exemptrons are’ few in the’
New York Transfer Tax Law, ‘To
husband or: wife ‘an’ exemptionof
$20,000 is" permitted;: $5,000 ‘ex=

emption.is permitted to each/lin- .

eal ancestor or-decendant, brother,’ “
sister, : son-in-law, daughter-m-
law.: If the net.estate is less’th [
$2 000:-no-tax is imposed::-

“There® “is,-one’ very important
asset that’ need not.be mcluded. in:
the ' gross-.estate, (alt"
same -must e Tepo: led
is. life-insarance, the':proceeds of
whtich are: payabl(- to. others Ahan
the" msured ‘or }us estate Whi

the gross estate and taxable the
Courts of the State'of New York; "
have’ ruled, that ‘where: ‘the ‘pros-
ceeds ‘of ‘a llfe policy -are payable "
to others; such proceeds never: be=:

came- part of the decedent’s’estate """ |1
‘and--never~.passed’ to ‘the 'bene=i"
- ficiaries as an: asset’of"the msured S PNES
be''made and filed:.on or-before|d g : e

March 15;: of -the ‘following: year:-

thé: exemptlon ‘of ’property: re-

ceived'from: a’:decedent 3w1thm'<‘ ek |
 five- years Jof \the. present:‘deces

dent’s death.:: Such. property.- must

it;»z.‘u.r:-

iy B g

We have already. seén  how Pl ,‘:
gift ‘toa child, or any:other thlrd]‘ L1
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> have' been ‘reported:in ‘the ‘gross

- estate of the:first decedent. This

" is'not now contained in'the Fed-
eral statutes. . :

“In New York State the Net Es-

" tate for-all practical purposes is

: Amt.
of Block*
$150,000
50,000
100,000
200,000
200,000
200,000
200,000

Net Estate

/$150,000
-200,000
300,000
500,000
700,000
900,000
11,100,000

.+ 71,600,000

10,100,000

. '500,000: " |
the last block is
1,000,000

Rate
of Tax
1%
2%
3%
4%
5%
6%

2 T%
8%

19%

the ‘same-as the' Federal “Adjust-
ed. Gross' Estate,” For tax pur-
poses the net estate is divided in
blocks each block being taxed at
a rate higher. than that for the
preceeding block. * -

Tax Amt.
~on Block
$1,500
1,000
3,000
8,000
10,000
12,000
14,000
40,000

190,000

Total Tax
$1,500
2,500
5,500 -
13,500
23,500
35,500
49,500
89,500

1,354,500

I the net estate exceeds $10,100,000 the rate is 20%.

..The New York Estate Tax law
.- applies to . those deeedents ‘who
7:were  domicilied. in the State of
:New:York 'at..the time of death.
- Many _ bitter ‘and,. expensive - law

» isuits haye.occurred because of the

‘question_ of ;the’decedent’s dom-
;icile, a _person..can: have only, .one
“.domicile:‘although,. he may. have
" “several residences. Thé derivation
“+ . of the words point’out the distinc-

;tion'in their meaning. A . home; (do-
#Imus)” 18" S

+tempeorary’”

'place”. ‘of * remaining
1) “howeyver; ‘leng: such
Listay. ontinue;."Asto married
.“iwomen’ ‘{he.’general 'rule is that
syv«herdomicile ris “that-of  her -hus-
vband, iy gl e e b )

»of .death rduties and - gift taxes.

- Payment.rof 'the " Federal ' Estate
**Tax-must-be ‘made.within fifteen

“ months of death. “If no extension

S 1 obtained':av.penalty;of 6% - per.

< comes to the payment

annum is added from the end of
the fifteen month period.
. Payment of the Federal Gift

‘Tax must ‘be ‘made on or before

March “15th’ of thé following year:
after the gift is-made; Interest
at the rate of 6% is charged from
March: 15th in the event payment
is not made on time..

Payment:of the New York State.
Tax :should-be- made .as' soon' as

- | practicable for. a 5%:.discount is:
mething: more” than: a-| ]
‘six months-after’death. This: is-

allowed.if the tax is'paid within

‘count “deereases 15 % ~each ‘month.
thereafter, so that, payment-made
15 ‘'months after ‘death ' will “:ex-
haust “the" discount. If ‘the tax is
paid ‘later.than 18 months: after
death; . 10% interest:- per::annum|
is added frem ‘the"date of death;

This '10% can be reduced to 6%

by the decree-of the Surrogate on
good: eause .being.shown. . . .

" The Correct Approach

To Bank Supervision

- (Continued from page 6) '

are expected to possess and to ap-
ply a protound sense of respon-
sibility and trustworthiness.

Cooperation With Bank
Supervisors

The fact that I have been in-
vited to be with you assures me
that you realize tne necessity of
real cooperation between bankers
-'and bank supervisors, to-the end
that our banking system shall be
strong enough to meet ‘any tests

imposed upon it by a very. uncer-|:

tain future; - P
In the light of that fact, perhaps
I should have confined my re-
marks to pointing out specific
problems which  bankers must
face today; correctible: defeets
“which I ‘see from my vantage
point as a national bank super-
visor, somewhat conversant with
the practices of banks from one
ocean to the other. Some of the
things I would have liked to deal
with, in order to assist you :in
determining what should be done
to put your own bank in the best
condition, have possioly been cov-
~ered by ‘' your - courses ' here. 1
have in mind," for example, the
‘need for ‘getting' the best men' to

‘serve as ‘directors:of your ‘bank;

-1hé need to set up personnel pro-
~cedures designed to get the most
.« competent: employees — and . to

keep them; the: dangers of one-

man:banks; the hazards of trying
to'substitute formulas for original
thought, logic, and' common sense

«in deciding banking problems;the

-inadequacies-of bank credit-files;
:"the need for consistent and strict

‘liquidation of loans; the. danger. of

oveérlending; the hazards of reach-

ing -out.of. one’s. territory - for
loans; and, cutting. the list short,
thejhaphazard manner: in which

“stranger, loans” are often han-

dled+-by that T refer to the ac-

quisition and disposition’ of- so=
called investment securities-—obli-
gations of far-away industries and

municipalities ‘concerning which
the banker too - frequently knows
nothing except what he has been
told by a bond salesman, - whosé
gole and dominant interest in the
transaction is profit. Al of these
" “subjects—and many  more—could

be ' the . basis for self-scrutiny
which would be in line with what
you are attempting to do in this
school—make your. banks better
banks, and hence, strengthen the
whole banking system which is o
important in our economy.

Improving Bank - Supervision

However, I wish' to devote a
little time to the presentation of
another side of the picture, a side
whichiis generally overlooked.
I said that 'I' considéred my:in-
vitation here‘as proof of a'real-
ization of the necessity for coop-
eration between banks and bank
superyvisors — ‘state’and national.
That cooperation cannot be one:-
sided; it - must flow from .both
sides; and as ‘a condition -prece-
dent to effective cooperation there
must be a thorough understand-
ing of each other’s work, func-.
tion and duties. Too few people

-ever take the time to study the

workings of government, to study
its role and the make-up- of its
personnel. - Therefore, for your
benefit, let me look at myself and
all -other bank supervisors for a
few moments, as I would urge
you to look at us—because you
should have more than-a passing
interest in improving supervision.

What are you entitled to ex-
pect. of - bank' :supervisors?  You
are entitled to be examined by a
man ‘who is interested in helping
you -improve your bank. . If 'a
banker cannot benefit from ‘an
examination, either -he is ‘an ex-

ceptionally  good ‘banker, or ‘the

examiner isn’t what we expect
him to be.. You are'entitled: to
expect examinations: to be made
by men who are intelligent. and
thoroughly trained to understand
the bank’s problems and to. de-
termine whether it is adhering to
the. law and to . safe ‘and sound
banking practices. . Therefore, the
examiner 'must have a thorough
knowledge of the pertinent law;
he must know banking practices

and procedures in’ general and in
special fields; he ‘must ' possess
credit judgment to a high degree;
hemust be tactful, yet persuasive;
but above all, he must have the
courage of his convictions and be

willing to - “call ‘his ‘shots” as he
sees them. - . o

' The ‘examiner’s superiors must
have the ability to analyze his
work and extract from his repoits
a correct picture of a bank. 'They
must ‘Possess ‘@ goodly -amount 'y
‘ntelligence, and - judgment;. they
must know, for example, when to
stop supervising and when to rely
on banker self-restraint and selt-
discipline, ;

You have a right to expect your
bank supervisors to bhe asert, con-
structive -with their suggestions,
receptive -to- new -ideas and: de-
‘velopments, and willing and able
to cull out the risky and encour-
age the worthy. You are entitled
10 expect .your superviors to be
“free irom any -alignments whith
would prevent them from being
in 'a position, fo act.impartially
and without fear of consequences
——political. or. . otherwise, . You
have: a right to expect them not
to: be fanatics—i.e., persons who
redouble - their  zeal after they
have. lost sight ' of their aims,: 1f
bank  supervisers-cannot measure
upto these few expectations they-
‘cannot .properly discharge their
-abligatiens as public: servants. o
» How-Supervision’ Functions . :
= All-of what-I: have:said-goes'.to:
-qualifications :and “there is noth-
Ing more important. “But-in addi-
‘tion 'to’-qualifications: of person-:
nel, I.think you should likewise.
interest” yourselves: in ‘the' modus
operandi -of your supervisors; ie.,
‘how. . they ' function:: “President
William: Henry . Harrison: once
said: “A" decent and manly ex-
amination of the -acts*of govern-
ment should be not only tolerated,
‘but encouraged.” : :
~Let's 'look ‘at just one typical
procedure: The banker makes a
foan -or-an investment, or enters
into some other transaction or ac-
tivity; the examiner comes along
and says it is illegal or unsafe
and | unsound; ‘then. either * the
banker or: the examiner refers
the case to the head office
where a decision must be made.
In making such decisions there
are two general ' approaches;
roughly speaking: the general
principal method, and the case-
by-case method.

. In passing upon numerous cases
involving the same general point,
arising in" all sizes of banks in
all parts of the country (or State,
as the case’may be), the formula-
tion and-consistent application of
a general” principle is not easy.
It calls for hard work; thorough
study, and an understanding of
the factual background and ‘the
extent to which it varies from one
situation to another.. It involves
weighing the numerous legal and
practical ' factors involved  in
every such problem, and expres-
sing the general principle or rule
in language which is clear and as
simple as possible while yet cov-
ering the entire ground. . .

This is the correet—but painful
—way - to exercise this ' bank
supervisory function. The imme-
diate reward. for one’s labor is
that the ruling or the interpreta-
tion, and the agency itself, are
laid- wide open to every attack
and ' criticism . which can be
worked up by those who feel that
their--interests: are adversely. af-
fected. ; : ;

The Case Method

The alternative course, namely,
the.avoidance of the formulation
of general principles and the de-
ciding of issues exclusively on a
‘case-by-case. basis, is far more
tempting because. it is easier and
dodges -cirticisms- by the simple
device of avoiding publicity and
£lving the minimum explanation
for ' each individual decision--
there is nothing much for adverse
criticism to sink its teeth: into.
-.Those who espouse ' this latter
technique in government often de-
fend it with attractive adjectives
and slogans. A favorite is the
bureaucratic - cliche that “each
case must be decided on-its.own
merits”— a doctrine which is very

-sound in: some | situations,. but

which is very much overworked

and i_s used with respect to -an
unbelievable number of govern-

-men; = What -

PP T I MO |

mental problems. It is also said |
that a’'general principle or “rule”

once formulated, acts as’'a “strait
jacket,” whereas the case-by-case
approach, is’ “flexible” and “able
to -fit itself fo the varying fea-:
tures of each situation.”’ Others
‘say that ‘“rules” deprive an ad-
ministrator of his.“freedom of ac-
tion,” “but what, they perhaps
mean is their freedom to act on
the basis of their emotions on par-
ticular occasions. Sty

I can’assure”you that every re-
sponsible government official is
tempted again and again to. de-
cide his problems not on the legal
and practical principles involved,
but on’ his estimate of the char-
acter of the persons or institutions
involved. This is understandable
because a given practice; for ex-
examp]e, may be far less danger-
ous in a well-run conservative
bank than'in one which is manned
by speculatively-inclined :or slip~
shod ill-equipped officers and suf-
ficient * leeway  for exercising
‘common sense in such cases must

1

‘bepreserved.' < But -every public

official who makes decisions’ on.
this basis must keep .constantly
in:mind the: imxy,'licatrions, wof - h}si

.procedures. |

~One of the fundamental pre=
cepts ‘of “Ameérican democracy- is

‘that- our -government “shall " be \a

government “of ‘laws:.and - not .-of
; ‘may' begin ias .a
‘“reasonable » relaxation.. of. .. prin<
ciple”. to "take “care’ of 'a’ “special

‘case” -can degenerate ‘into a Sys-

tem: in’ which’ “partiality,” arbiz
trariness, favoritism ‘and caprice
come very close to . downright
corruption. - ,) i

I feel it is no-exaggeration to
say that the difference between s
sygtem in. which basic. rules and
principles of general applicability
are made and_published and ap-
plied uniformly, and:openly, and
a system in which there are ne¢
_such :rules ‘or principles: and all
decisions are predicated upon se-
cret reasons of an'individual, is
the difference between our free

iners, of the general rules and
principles which the supervisors
believe are sound and are trying
to apply. .

We must always remember that
the goals of bankers and of bank
supervisors are basically identical
—namely, the ultimate maximum
benefit and development of
American banking. . It is my con=
viction, and I hope that of  all
State ' and ' Federal - supervisory
authorities, that there is every-
thing to gain by frank and honest
disclosure of the things we are
trying to ‘do and the reasons:for
doing them, by willingness - to
congsider every honest criticism
and suggestion, by willingness to
admit errors and-scrap unsound
doctrines ' and -procedures ‘and to
build better ones. .

Even so, real improvement. of
bank ' -supervision. 'is.. dependent
upon ‘the sincere: interest - of
bankers, expressed through their
aggressive cooperation and giving
rise to:constructive suggestions.

' ‘The approach which I have out=-
lined”is not ‘the ‘easiest. course! to
pursue. It-is-difficult to hold-te
it:in' times.of- doubt and' skepti~

which demandthe: greatest cous~

adhering_to the idea' upon which
our. American - public- system; is,
based—a . government that isiin

‘the -best” sense’ a’ government :of .

laws and not of men,

In conclusion; let ‘me 'say -that
although .our “problems today are
grave and the present world out~
Jook..is. gloomy, .with  cynicism,
weariness, - selfishness, fear and
‘suspicion prevailing in-nearly -all
'sectors of the world, we need not
despair. ‘We need not despair if
we: will regain some of what. we
lost with the passing of the fron-
tiers; the willingness to work to-
gether with our :neighbors :in:
common .endeavors  ‘toward ::the
same end—not the end that one
of us shall be stronger and more

American way, where a man can

conduct - his ' personal ' busines¢
affairs without fear, ‘and the
authoritarian way: of which we
have seen so many: horrible ex-
amples in the last quarter-cen-
tury, 4

Policy of Compiroiler’s Office

I am glad fo say that the Office
of the Comptroller of the Cur-
rency has: adopted what I believe
to be the right course of action. in
this respect and one which will
be helpful to the whole banking
fraternity. - Within the next two
weeks the Comptroller of the
Currency will publish and :send
to. every national bank in the
country adigest of opinions and
interpretations of law relating to
powers and operations of national
banks, ' ‘We have published. it in
loose-leaf form -in order that it
can be kept current and grow
with the development of banking
and - so.that we can fill in the
many gaps and correct the errors
we may have made.

We know we may be stirring

.up-a lot of trouble for ourselves

by this ‘action in that any state-
ment of a general principle is
subject to misinterpretation. = But
we also know .that we-are moving

i1 in the right direction toward bet-|

ter government . and, we hope,;
better banking, by furnishing na-
tional banks with: a “guide” which
will answer many questions that
arise in the course of their busi-
ness. :-We believe the great ma-
jority -of banks will -aceept it in
good' faith and. use it wisely and
honestly - with - benefit to them-
selves, .1 s :

I have mentioned this publica-
tion to you because it seems to
me. to exemplify a. correct ap-
proach by -bank " supervisory
authorities: to ‘their problems-and

your .problems; an approach

through which. they may serve as
clearing houses ‘to' disseminateé in-
formation .concerning ‘the sound=~
ness ' of’ banking . practices;’ ‘an
approach by which the banks un-
der - their  supervision may - be
informed, as fully as their exam-

powerful than the rest of us, but
rather the end that through har~
monious joint efforts, we. as a
people shall be strong enough-io
preserve for our nation, and ‘for
all -other . like-thinking nations,
those freedoms which are the four
cornerstones of democracy, as .we
know it, as we want ‘it, and "as
we will have it. ey

“At' another Lexington, the
minutemen stood © firm because
they had faith; faith in principle,
and faith in themselves, individu~
ally and collectively. With such
faith we, too, can face the futire
with confidence and even with
eagerness. ;

Seth Szald Joins

Edwal Laboratories

of Seth L. Szold as Vice-President
and Treasurer ‘of Edwal' Labora+
tories,  Inc., was announced: by
Dr. Walter Guthmann, President
of Edwal, ' Mr, Szold’s responsi-

cover ‘accounting, financial'-con~
trol and forward planning.’ Cre-
ation of this new vice-presideney
in' the company, Dr. Guthmann
explained, was made necessary by
Edwal’s expanding operations, ?
Mr, Szold comes to Edwal from
J. M. Dain & Co., investment firm
in Minneapolis.  Prior to his posi-
tion as Secretary of Dain & Co,
he was assistant’ chief ‘renegotia-
tion officer in the' office of the
Secretary of the Navy, L
~ Before entering the navy in
1943, 'Mr. Szold specialized
chemical - industry research with
Stein & Roe, investment counsel
firm in Chicago, now Stein, Roe &
Farnham, Szold’s prior associa-
tions were with the Chicago office

Stern: & Co., with the First Na-
tional Bank of Chicago and the
Foreman National Bank where he
started his career in finance upon

graduation from the University of
Chicago,

cism,- / But .those .are - the- times. . .

CHICAGO, ILL.—Appointment

bilities, ‘which: began Sept. 1, will. .

in -

of Lehman Bros., with Lawrence -

age “and.. single-mindedness-’in . ..

<
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Tomorrow’s
Markets
Walter Whyte
- Says-——-
By WALTER WHYTE =

Stocké beginning to edge to
buying levels, Early  August
lows suggested waiting for.

‘With everybody - talking,
sighing or mutt°ring about
the weather — few people, in
the East anyway, have shown;
any interest in the stock mar-
ket or:its gyrations; or the
lack of them. But the market
has managed to keep its head
above water even if* it has
done so with no drum: thump-|
ing to speak of.

: * % %
The big talk today, besides}
the is-it-hot - enough - for-you;

conversations; is:the Washing-
‘ton" spy' hunt ‘and -how  will
‘Truman run his campaign: No
one apparently expects Truy-
man-to win. The only argu-
ment is how big will Dewey's
plurality be. I don’t know if
any of the foregoing is inter-
esting to you. 1 merely men-

tion it so you can be up on the |

latest board room gossip. Me,
I'm bored with it. No pun in-
tended. Whether . the . Com-
mittee on Un-American Ac-
" tivities comes up with any-
thing besides headlines, and
1nc1denta11y a couple of votes,

. of less interest than
whether stocks  will sell

higher or lower.
: \ * % %

I'm less concerned with
Dewey’s or Truman’s political
fortunes than I am with the
kind of Congress we’ll have
and the kind of new laws it’ll
pass. What has all this to do
with the market? Nothing,
really. I'm merely passing it
along as conversation pieces.

* ®

Now to get down to talking
about the :market. A couple
of weeks or so ago I wrote
here that I thought prices
would. go up 'but looked -for
up-down-up-down action ' be-

~fore any move would develop.
Last’ week it looked like the
advance was. ‘getting; under-
way. But the fog of lassitude
which  lifted  slightly came
down again and the enthusi-

¥

Pacific € oast
Securltles

Orders Executed on
Paoiﬂc (’:oa.st Exchangee

Schwabacher & Co.|
Members - ¥
New. York Stock E:rchunye
New York Curb Exchange. (Associate)
" San Francisco- Stock Ezxchange = -
Chicago; Baard of Trade’

' 14 Wall Street 1 New York 5,N. Y.
' COrtlandt 7-4150 - Tcletype NY 1928
Private Wires -to. Principuk Offices ' -
San Francisco—Santa Barbara

lasm was quenched (qu do

|[down again and the period I

questionis what to buy and at
i what prices: Here are some

you:like  those: rmxed meta-|-
phors?) e {
# L T

At this writing stocks are

have been suggesting waiting
for seems closer at hand. The

answers.
*

% !
The stocks I favor are, Alle-
zhany ' Ludlum; ~American
Smelters; Armco; . Babcock
Wilcox; Colorado Fuel; Com-
mercial Solvents; Continental
0il; Electric Storage Battery;
Ex-Cell-O; « Glidden; ' Para-
mount; - Phillips . Petroleum,
and U. S, Steel.
¥ ¥
 The.answer to the questlon
of where to buy them is
equally important. I suggest
prices about one point above
their lows of early August.
Based or today’s market these

s

£

 The Storv of;’

(Continued - from. page )i
the “Life” experiment- lost: $8,,
400,000/ on‘ its: own. * On‘ top- lof.
that by 1938 the depression withini|
a depression was under way. The:
year-1939 looked like the begin-
ning' ‘of -a“period: of ‘normaldy.
“Life” was a success and net profit
for the. year was $3,200,000, the
largest in the history of the: com-~
pany. - Gross that year was-$29,~
000,000- and -over ‘the period-of the
war- this - gross ‘was - steadily <in-
creased despite government con-
trols on: paper,: etc. - Then Time,
Ine. - entered its  fourth period‘—-
the period of high ‘taxation.” Diie:
to' high - taxation generally, and’
the ' ‘corporation’s' low': average
earnings base for? flgurmg excess
profit taxes (a situation resulting|
tfrom ‘management’s’: imagmatmn
courage ~and - productiyveness in|.

‘| starting -“Life”) net earnings after |’

taxes-from 1939 to 1945 were held
roughly: between :$3,000,000' .and.
%3 ,800,000. Taxes paid by Time,
ne.,
$700,000 “in" the banner. year of
1939, jumped  ‘to $11,300,000/ - in
1943. Next, came the fifth period;
or petiod of reconversxon, 1945

are still some points away. It
is likely, however, that they
ay be seen in the compara-
tively. near future. In any
case; waltlng rather thanI
chargmg in is the plan sug-

-gested:

‘More next Thursday
—Walter Whyte

[The views expressed in this
wrticle ‘do mot mecessarily at any
‘ime coincide with those of the
Zhronicle. They are presented as
hose of the author only.]

Carl G. Schirmer Joins
Geo. Eustic Co. Staff

(Special to THE FINANCIAL CHRONICLE)

CINCINNATI, OHIO.—Carl G.
Schirmer has become associated
vith ‘Geo. Eustis & Co., 18 East
Tourth Street, members of the
Zincinnati Stock Exchange. Mr.
Schirmer = was formerly with
Horan & Grischy, and in the past
~ith Ballinger & Co.

Thomas Tuite Now With
Horan & Grischy Staff

(Special to THE FINANCIAL CHRONICLE)

CINCINNATI, OHIO.—Thomas
T. Tuite has joined the staff of
Horan & Grischy, Union Trust
Building. Mr. Tuite was formerly
| associated with Geo. Eustis & Co.
as Cashier. Prior thereto he ‘was
with W, D. Gradison & Co.

Geo. A. McDowell Adds

(Speclel ‘to- THE mecxu‘c:momcu)

DETROIT MICH. — Roy E.
Spear has’ been added to the staff
of  George A, McDowell & Co.
Buhl Building, members of the
Detroit Stock Exchange.

Farrell Securities Co. Opens
Farrell Securities Co. is. _engag-.

|ing in the' investment business

from offices at 134 West 58th.
 Street, New’ York City, .- -

F vank Ji -Ruggere Opens

Frank J. Ruggere is engaging in
a’ securities business:from offices
at 120 leerty Street New York

-Cl i

L A McDowell
& Co. Formed

" (Special ‘to THE FINANCIAL CHRONICLE)

" "ALBANY, ORE—I. A. McDow-

ell : & Co. has’ been formed with
offices .at 723 .Ferry: Street to en-

| gage .in the .securities: business,
Principals .are I. A. -McDowell,

"y Monterey-—()nkland-—Sncramen!o
Fresno

1|t|zed for FRASER

Katherine M. Bmke and -Donald

R. Catt.

and 1946, which were years of ex-
pandmg printing capacity, seécur-|

ing circulation fulfillment, build-:
ing - experimental” plants ‘and re-:

search laboratories.: ;

Finally,. ;the current penqd,
marked by the.completion: of this’
post-war work and the: begmnmg

of an era-of pre-tax profit at what

seems to be ‘a new high average
lever: LIS 15 TdInY Tuc DegLlang
of an era of net protit after taxes
on a new high average level. Ex-
pressed on a '‘per 'share basis,
Time, Inc. earned $7.73 during
1947 compared with $4.11 per
share in 1946..and compared with
average earnings. of $3.71 for the
six ycars 1941 to 1946. In the
first six months of 1948, this new
level of earnings was continued

-when net after tax equalled $4.37

a share compared with $4.19 a
share in-the first six months of
1947... Roy E. Larsen, President,
in his messaga of July 26, 1948, to
stockholders. said, “Circulation
and advertising volume of the
company’s publications. have con-
tinued at high levels during the
first half, and the outlook at mid-
year is for them to continue
strorZ.  Second half operations
will fully reflect increased news-
stand, subseription and advertis-
ing prices for certain of our pub-
lications' which went into effect
during the second quarter, but
costs and expenses will be up. in
the second half, and can only: be
partially offset by improvements
in machine efficiencies and tech-
nology.”

In the writer’s opinion, the net

result should be a hlgher net per |’

share after taxes in the last half
of the. year, than in the first -half

of this year or the second ‘half of ,' :

last year.

A very 1mportant factor in the
Time, Inc. eammgs picture as far
as the future is concerned, is - the
fact that advertising rates. for: the
whole magazine industry and for
Time, Inc: are still extremely. low:
The mulme rate of the.industry.is
not. up over 15%:t0<:20%: com=
pared with ten years ago. There
is a' logical opportunity ‘here- to
increase revenue by bringing: ad-

vertising rates up in line with in=|
creased avenage cost of almost: 1933

everything else.  'As'a matter-of {1

fact, the ‘advertising budgets nof |
Vmost corporations ' are: today ‘a
lower ‘and  below .average’ per-

centage of total budgets:as com-=
pared. to .what  we used.to. call
normal.

but: it is also partly ‘due-to the
economie situation. !

Advertlsmg bud ge t s were
boomed during the war by the ex~
cess. profits tax . which cut: down:
sharply. the ‘real cost'of advertis<

§

ing. " ~They: were 'hoomed: again:

after the war by heavy consume!
advertising in lines like cosmetics;,

which' - were only" about‘

" Not: only is this partly |+ .
the result of low advertising rates;-| -

is: the publishing business, itself.:
The effect on' the latter::so-far
seems to 'hurt the ‘weak  sisters
and, if anything, helpsleaders like
“Life” Tt had " ‘beeh expected
that: as consumer ‘resistance ‘to
sales developed, advertising budg-
ets would increase. This has hot
been: the  case,' breadly speaking;
in lines of business now running

into trouble. However, these lines
| running into troublein a way can-

not: be considered typical.
| thought that the picture will be

far : different . when : competition-

returns. to the old established ad-

yertisers such as, for example the

attomobile’ lndustry ‘
Another-importa nt facter in

{he ‘time;- Ing. earnings pleure; ¥

the operating profit margin which
is "still- below:: average percent-
ages:’ It may ‘be‘that-in common
“with practlcally all -corporations;-
‘modern: conditions: will: prevent a

return; to-the 'old- basis - but an‘|

1mbrovement over  the’ cunent
basis is ‘more probable 7

The recent increase in the prrce
of “Lite’ magazine has'been very
well received. and -probably could
‘have-been':done some time ago:

The outlook: for Time,:In¢,, for
1948 ‘and 1949 remains, 1avorahle
.even'it. ‘we’ should ‘experience; a
mlld ‘but ‘not severé recession.

As to dividends, last: year $3.25

-a. share: was: paid.. In: the. period

1941 to 1946, $2.50- a share was
.paid . each year, except in 1942
when $2.25 was declared. Over

a period ‘of time, something like |:
- 70% of  net earnings have been

paid out in dividends and, of
course, this' ratio. is now.thrown

higher earnings level. Some ad-
justment may well be made this
year ‘and if economic conditions
permit,s a further jadjustment -is
possible next.year. . If earnings
this year run $9 to $10 ashare,
dividends may run $4.50 to $5 a
share, with perhaps a portion of
this paid in stock to conserve
cash, A dividend of $1.00: was

Sept. 10.

The stock of Time, Inc, is still
very closely held. It is a ftrue
“ownership - management com-
pany.” It is thought that about
409% of its outstanding stock is
owned by investors and the bal-
ance by management and em-
ployees.

step ‘would be the listing of the
common shares on the New York
Stoek' Exchange, * At the present
time, however, nothing of this
sort “is: known 'to be  contem-
plated A split- up in'the ‘shares

1947

1946
1945
1944,
1943

1942

1940
1939
1938 .
1937
1936 (“Eife’” launched)

,1935 ( “March of Tlme" onr cereen)

l
%Yenrs of high ta\:esl
J

1932 ¢ “Architectuvnx Porum purch.)
1931:({March: of Time!" on tadlo)-..
1930; (“Portune!’”: luunched) ________ i g
21929 sz )

1928

1927
1926 ( ‘Tlme" started 192")___--,__‘ i

TABLE 2.
1930«-—“1“ ortune’: estabhshed
Expected to - contribute::tor the
profits..in 1931.....Income, year-
ended Jan.:3;.1931 $4,000,000, year:
ended . Jan. - 4, 1930.:-$2, 300 000.

‘Ne ‘proht before taxes $930 000'
00

which are now in a recession, as {$325

"?T:me,

badly out of line by the new and"

declared. payable to stockholders |

It would seem that ‘a‘logical|:

Gross
Income
$120.40,

95.
1416
68.77,
60.73:-
51.:45, .
45.05, 7
37.80
~129.3%

Inc.””
; c- i
Sopcan approxxmately tv.o for. one -
bagis would also’he helpiul. ‘Such .
a split-up could be justified on’
corporate grounds, to capitalize as- |
it 'were  the doublmg of ‘recent |
average net ear.nlng ‘power,..
Banking . sponsorship on . Time,
Inc.; has:been more or less.cen-
tralized and there are. indications..
that a wider interest on the part
of ‘additional investment hanking
firms may be: forthcoming: i
The yield .on"Time,; Ine;; stock - .
between 1938-1948 inclusive have T
ranged at the high prices: from. -|
2.1% t0.7.8% and at the low prices
from 4.1% to 134%.
at the ‘high ‘prices for the period
was 4.7%and the average-at 'the
low prices.was 7.5 %: p
On' a price earnings ratio ba s;
.the 'current ‘ratio’ of “about ‘six
times compares’ with an. average |
‘at’ the ‘high  prices: for the yéars. /||
19'38 1948 of 9.8 and at the ;low
pricesjof 16.7. i ;
. Th average prlce—-e Ing:
(P-E) ' ratio - of ' the Dow-Janes
Industrial: Average: for tne.1938— i
‘1948, period inclusive was. 15.
the high and 11.7 at the ¥
/ing!this’ same. perod Time,
sold at an- average: of 33% %,
the D-J.at the high and 7.3%
‘the 'low.. | At .approximately ;

|for ‘the. D—J and 52 'for 'Time,

the 'D-Jis selling at a P-E of, 9.1
and Time, Inc, at.5.8. The cur- |
rent percentage of Time,: Inc, to
the D-J.is 29.4%, ;

The: capitalization: of Time, Inc
was - represented, as-of Dee.-31;
1947, by approximately 961.594
shares of ‘common: stock of $1 par
value outstanding, preceded only
by long-term notes payable to
banks maturing Dee. 31, 1949, to
1955 which ' then amounted fo
$13,900,000.

In the Tables appended, we
are giving in tabular form, some
of ‘the pertinent facts of the pre—
vious 'discussion.

Table 1 includes the highlights
on Time, Inc’s income.

Table 2 is a brief chronologlcal
memorandum . of :historical ' facts
corcerning - Time, Inc. from 1930
to the end of the first six months
of 1948. -

Table 3 shows the price earn-

ings ratio of Time, Inc. as ‘re-
lated' to the price earnings ratio
of the, Dow-Jones Industrial Av-
erages and statistics on yields.
Table 4 shows the operating
profit ratio,
. Table 5 shows Dow-Jones In-
dustrial and Time, Inc. earnings
and Time, Inc, per cent of Dow-
Jones Industrxa} earnings per
share, y

TABLE 1-
sze, Inc

(In millions of:dollars)
Profit’ ~Proy: for

‘Before. Ing. Taxes.,
Taxes on, - and Tax
Income - Conting.

$12.60.. $5.17

Net
Profjt - ¢
{:2nd Growth
87931 Bhase Begins
"6.24. “2i33 401 Rgconieﬁslon
10.15 7.11 5o T I
10.07 i ). )

96,

| World War 11

}up;‘lixa‘.rg'llsc o

T - 3 G

iy

ole mmm
0.12 Gxnmhy
.004. Ph&se :
009

m,mb“—v:_‘.;.ibl.]‘ R SRR
S5383

it (Ng dat@ avmlame ))J.‘l.or to 1926)—

1931fMagaz}ne exreulaho,u ae—
‘clined. " “Time”: and  “Fortune”

ing Imeage in .1930. while .the five

31.3%.: Income Jan, 2, 1932; $4,-

500,'000 Net profit. before taxes:

“The average -

| cireulation: grew. - “The: Mareh: of ' ||
Time!-: presented - -on -the: radio.. " |
¢Time” gained: 17%_in. advertis-" " |}

leading weeklies lost 9.6%- : Com-~. ']
pared to. 1929, “Time” Yost. 6.6%: - ||
% '9nd- the other five weekhee Yost..-
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$962 000, -~ Taxes' $115, 000 Net
profit’ $847,000. 3
- 1932— A history in- this report
of ¥Time’: from 1923.to date: First
mention of “Architectural Forum.”
Profit was satisfactory in the de=
préssion and - “Time’s
ag#mst the" dark pattern  of eco-
nomic woe were:held to a mini-
mum, . Ilncome year ended:Dec.
31, 1932" $4,100,000. Jan. ‘2, 1932
$4,500,000." 'Net  profit $7’75 000
versus- $962,000, Taxes $125,000
-against $115,000.  Net profit’ $649 -
000 versus $847,000:"
1933-—Net. income . for the: first
time ' ‘exceeded '$1 million.. “For-
tune” broke'even. “Architectural
. Fornm":lost. money, . “Time"” made
all the profits,  Excess funds -of
the: companv were .'invested. - 1/3
incash,"1/3 in ‘government’ bonds.
and 1/3 in ‘equities. . Dec." 30,
1933 “income - $4,550,000. Profit
$1,.229,000.". “Tax : $165 000. Net'
“profit $1,063,000. " :
5, 1934 First ‘year . that “Forg
" tune” contributed a big share to
earnings.” “Architectural’ Forum”:
still loses moriey. Beginning of the
motion picture “March:of Time.”
Deg. 29, 1934 income - $6,700,000.
Nét $2,061.000.  Taxes $288,000.
Final net $1,773,000, -
1935 — $900, 000 put ‘into ' the
movié “March of Time.” Initial
losses ' from this policy. = Took
some profils in common  stocks.
Experimental  publication of let-
ters. began. Fiscal year eéended
Jan. 4,-1936 — income: $8,621,000.
Net: $2,547.000."  Tax : $298 000,
Final net §2,249,000. ;

. 1936—The " launchmg of “foe s

“Life” 'is losing a' great deal ‘of
money. $900, 000 went inte “Life”
in- 1936 and the loss in 1937 esti-
mated at $2% :million. Yeéear
ended Jan. 2, 1937 ‘income $11,-
800,000. = Net - profit . $3,238,000.
Tax: $491,000. - Consolidated - net
$2,747,000.

1937 —-“Life” lost  $3,400,000.
The “Architectural Forum’” made
its first profit. Income Dec. 31,
1937 = $20,998,000. Jan. 2 1937
$11,803,000. Profit before  taxes
$230,000, versus’$3,238,000. Taxes
$67,000 versus $491,000.
profit $168,000 -versus $2,747,000.

1938 — The depression w1thm
the depression which began late
in 1937 and steadily became worse:
until late 1938 affected *Life’” but
even so, while advertising appro-
priations were everywhere being
curtailed, “Life” attracted adver-
tising ' revenue.: “Time” 'made
plenty of money. Year ‘ended
‘Dec. 31, 1938 income $23,594,000.
Profit = before ' taxes. $1,334,000.
Taxes $205,000. Net $1,129, 000.

'1939—The 1939 report is out of
_print and a copy was: borrowed
from the Central Hanover Bank
& Trust Co. and ‘returned to
"them. Net profit for the year
1939 was $3,207,000, the largest-in
the history of the company. This
is the first year that the “Life”
situation ‘really .got' under  con-
trol. Investments were made in
Champlon Paper.

1940 — First 1mportant increase:
in taxes. “Time’ being hurt-be-
cause. its invested: capital base is
low. Also the average eammgs
base  is bad’ because ‘of the im-
agmatlon' courage and produc-
tiveness in starting “Life.” In-
come 1940, $37, 700,000 Profit be-
fore taxes $5,850,000. Taxes §$2,-
350,000 against . $686 000. Net
profit $3,494,000. -

: 1941—-Another big. increase in
- taxes to $4,400,000.-An increase of
over $2 mllhon over the prevxous
.year, Inauguration of: the “Time”
Air ‘Express edition fo Latin and
South America: -

1942—Government contro]s on
paper. Foreign editions of “Time”
extended

1943—Investment in the Amer-‘

ican Broadcasting ' System. A |
iricreased investment' in General
Precision Equipment_ Corp. Cir+/
culation"again held in check by
paper shortage. ' Department set!
up to consider 'postwar- ‘planning,

_1944 Company  still.- hurt-by:
excess profits tax and is askmg
“for relief under Section:722: be- |
cause - the’ publication .of .-“Life”
‘was -begun “in. 1936 during. the

GO o T o g 1
EY0A 0 1 R IR ¥

aveend G

(SRR

declines |’

Net |

base - period "1936-1939. Invested
$2,300,000 -in- the . Bryant : Paper
Co of Kalamazoo, Mich. Bought
the Mlchi'gat‘x Square- Building in
Chicago.”~ Ma'd e »investment “in
Adcraft:in ‘Los Angeles.

raising the’ price of ‘‘Life’’; which
has been 10c¢c’'and *Time” - which
has been 15¢.° During the war, the
“Saturday:. Evening . Post” and
““Collier’s” doubled .'their - prices./
Paper- costs:going. up: due to elim-
ination of controls. ' Investments
discussed. Purchase : of . Maine
‘Seahord .Paper :for $4,200,000 plus
$2,500,000. in ‘advances. Discussion.
of a new building in New York.
Sold. its. 10% .interest in the ABC,
the - Blue - "Network:
program. of ‘a" development jand|N
additional printing c_apacity. $15
mulhon pbankroll” to . begin - this.
program. New and younger pub-
ishers for @ “Time” and -“Life.”
| James ‘A: Linen, HI for: “Time”
and Andrew Helskell for -*Life.”
- '1946—Income ‘is ‘up : but oper-
ating' profit-only- 5% of income

other higher percentages:-in pre-
vious.years. Only 1%  operating
profit ~margin in . the first six
months. so that margin’ in second
six /- months. . was. considerably
better. Prices; of = ‘“Life”. and
“Time” increased in June and
July. ‘New subscription” system
completed ‘and 1is in successful

Dow-Jones
Industrial Avg;
Price-Earnings

© . =—=Ratio—-—
- High
26.5
17.0

High'

29.2
12:2

1938
+1939
1940
1941
1942
1943
1944 .
1945
1946
1947
#1948

W P
SO ORI DN
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* 1945 — First - discussion - -about|

Substantial|in

as eompared. to 12% ‘in 1945:and |

operatlon ~Greater improvement
in:lower.: costs. - Management . is
cognizant ' that
have been offset by ‘increased in-
come ‘and that in times of de-
pression, ~depending  upon -the
nature- of it, income may be ex-
pected to fall off. Paper proper-
ties sold to St. Regis Paper.- Con-
struction of ‘a -new coating mill.
Sale of ' stock ‘to. officers .and
employees at $65 per share, -Com-
pletien . of - $1,600,000 = research
laboratories.
1 1941—10%: p.rofit’ ratio ‘com-
pared -with"18% in’ 1941, Begin-
ning. of the end of postwar recon-
‘version. .and. start of getting the
.beneflts therefrom. Coating mill
Kalamazoo ~sold to St. Regis.
vew . “Life” .plant being built by
Ponnelly in- Chicago completed
and the Pacx_ﬁc press plant on the
coast ".completed. = Promises im-
proved' production, : ‘lower . costs,
higher quality in 1948. Purchase
of “the Churchill memoirs. - The
25th:anniversary of the first pub-
lication of “Time,” March 3, 1923.
1948 — Six months ended ‘July
30, 1948, reflects the largest sales
volyme in 24 years. . “Fortune” to
be ‘redone and  conceived ‘as a
magazine ‘with ‘a mission to assist
in the successful development of
American enterprise at home and
abroad .through its leadership in

the- field ‘of communication.

TABLE 3
Tlma; Inc.

Price-Earnings
——~Rahio—-——

Time, Inc.
Percentage Ratio
. to Dow=Jenes

High
21.9%
26.6
29.6
24.7
24.0
.30.9
45.2
61.8
56.5
38.7
311

Time; Inc.
Yields %
High
4.5

Low
i-18.5

Low Low

22.2%

oy i
BBEoonIn
3 -
i
PURRNOWWINY
coRHOORDOR
CRNNWIIIRR R
oumRoORORN©E

o0

BORN B2

Total . .li.
Average

166.1

-
]
oW

Average of High-Low._.
Currenf Ratios 8-4-48_

TABLE 4
Time, Inc.
Oper: !{rom

DV AT 01 B S0 O8O
SNNGNOoOhweioS

|

11-Year Annual Avg. 13.3%

11946

ool mokivawe®

391.0%
.36.5

B
wee

300.8% .
27735

82.5
2.5

&
g
RER

-
g
15}

31.4%
29.4

6.1

5.8 7.7

21948 is based on annual rate of first six months earnings using $20 per: share
earnings on Dow-Jones, estimated $9 pzr share earnings and $4 dividend on Time, Inc.
Price ranges used' were the high and low for the first six months,

" TABLE 5

Dow-Jones Time, Inc.
Indus. Earns. Eoarns.
PerShare Per Share

$5.97 | $1.19
9.20 341
10.94 3.70
11.60 -  3.95
8.98 3.15
9.94 3.87
10.03 3.98
10.47 3.18
13.60 4,11
1947..  18.64 7.73
19482 #2000  *9.00
* Estimated,

Time, Inc,
% Dow=J.
Earnings

Per Share

19.9%
37.1
33.8
341
35.2
1389
39.8.
30.4
30.2
414
#45.,0

1938..
1939_.
1940_.
1941...
1942._
1943__
1944....
1945..

is'a psycholog:cal value to a tax
as a reminder of the existence and
cost of government, Also, it s
worthwhile to ‘have the benefi-
ciary feel he:has contributed to-
his: benef_its, even though he may
receive far more than he has“‘ac-
‘tuarially” paid for. - Furthermore,
Ithough there’ is little likelihood
f hat any Congress would void the
system, the .participation of em=
ployer and employee does create
certain : political protectlon for
{uture commitments.- Another
value is the possibility that.ihe
mounting costs of ‘the: program
‘will call attention .to government
spending - tendencies in: - general.
Since the government cannot hold:
cash in the trust funds, these tax
collections must. be. used for gen-.
eral purposes or debt retirement,

and an enormously large so-called
reserve would ' be more apt. to:
tempt 1he ‘spending, rather: than
the - retrenchmg prochvmes of
Congress. . Any : brake. to. check
easy ~come; ' easy - g0 tendencies
,would be constructlve, and- if si-

- Costs in Social lnsurance

(Continued from page 11)

do it, it is an argument in favon
of the effort,

Question of Purchasing Power

. A second area of publi¢ concern
and - some misunderstanding - in
regard to social security costs is
the question of purchasing power.
This is not at heart a problem of
social \insurance, but one of public
finance and general economics. It
is true, however, that the purchas-
ing power. of. a given individual
who: has a predetermined and
fixed income, is reduced under in-
flationary circumstances. ' That is
one of the causes of current pres-
sure that “increased benefits be
paid now. A certain increase of
benefits later will: automatically
accrue- because -of inflated wages
now. However, the  immediate
and practical answer to a decrease
‘of - individual: purchasing" power
Jbecause: of fixed social insurance
‘benefits, is the same as the answer
to any individual case of need due
'to. deficient income. Here is one
| of the rEnSOHS not only for the ex-

: mulation of actuarial balance will:

O TN LTS A

|istence of public asststance _but

increasing = co§ts’

'and - herice,

for " its steadily mounting ' costs
under current conditions of full
This 'i$ an iraonic
factor in the workings of a system
originally intended to eut into, if
not render insignificant, the out-
right relief burden. And it brings
up an issue, too lengthy for dis-
cussion here, concerning the basic
nature of social security and the
manner consequently best suited
to its implementation.
1t is, however, the overall ques-
tion of purchasing pewer which
is:least apt to be recognized in its
true light. - When social security’
taxes exceed benefits, there is no
stimulus - to ' overall ' purchasing
power in the benefits paid.. It is
merely a transfer of the buying
power from the taxpaying work-
ers to the government, ‘in the
amount of the taxes. -There is a
deflationary effect, however, il
the - excess of taxes collected  is
used to reduce bank-held debt, as
is currently‘the case.  However,
when benefits in total exceed the
payroll taxes collected, the effect
will depend on how the deficit is
financed, To the extent that gen-
eral taxes supply the deficit, there
will be again only a transfer or
purchasing power, through the
hands of government from  the
taxpayers in general to the bene-
ficiaries.  But, if the deficit s

‘made up by government bororw-

ing from the banks, there is cor-
responding = expansion of eredit
inflatienary . results.
Whenever this. debt is redeemed
by general taxes or, because of an
excess of payroll taxes,  trans-
ferred 'into “special non-market-
able issues held in the trust funds,
then ‘again there will be a defla-
tionary tendency.

Who Bears the Burden?

With these aspects of cost re-
viewed, who then pays for social

i security"

Where does the initial
burden of the taxes, as such, fall;
and where 1s the ultlmate bur-

‘| den?

There are various opinions as to
the incidence of the payroll taxes,
but little scientific analysis or em-
pirical evidence on any particular
point. Some economists have evi-
dently even considered the en-
forced = levy: a ‘“contribution,”
rather than a tax. The whole
question seems somewhat of a
theoretical free-for-all. However,
one point of agreement is that the
tax on ‘employees is not shifted.
And, by a process of elimination,
a -certain concensus develops that
payroll taxes on employers, too,
are in the long run borne by the
wage earners.

This conclusion is arrived at by
two somewhat different lines of
reasoning, ' The first, represented
by ‘economists writing on social
security in the late.twenties and
thirties, posits that the burden is
essentially on wage - earners
through the indirect effects of les-
sening employment and wage
rates.2 Elasticity of demand  ior
the product, flexibility of produc-
tion and marketing factors, de-

mand and  supply of labor
various occupations, will all affect
the degree and immediateness’ of
shifting,
effect is delayed or prevented, ab=
sorption by the employer will oc=
cur and some-.burden will fall en
profits and -ownership.

This burden on profits is held
by economists to be of minor 1m-
portance, and its degree, small,
although it is more readily ac-
ceded ir regard to marginal and
submarginal concerns. However,
the busiress accounting outlook is
likely to differ from the epon== 1
view, and employers themselves
are prone to feel they are shoulds
‘ering most of the tax buraen. 1ius
‘was indicated, for example, by a
questionnaire study made in 1939

Association.3 Although only a

"2 Canl Shourp, Committee on Social Se-
curity . .of. the  Social Science  Reserach
Council, The Prospects for a Study of
the Econnxmc iEffects of Payroll: Taxes,
11941, . See Section. VI,. “Review of Work
Already- Done; . ,”

reproduced in: Appendlx

11’1‘

by the New York Credit Men’s | P

fraction of the membership ‘re-
plied, only 14% of those respond-
ing said they added the tax cost
to  the price of merchandise;
whereas 84% reported the cost
was absorbed, i

The concept of shifting the tax :
to: the .consumer by way of price
bas been given much -atttention .
recently4 and “is the -essense of |
the second line-of reasoning which
concludes that ‘the payroll ‘taxes
are an ultimate burden on wages.
This view stems essentially  from
the modern system of busihess ac-
counting; for, price fixing on the
basis of cost tends to classify, at-
lempt recovery’ of, and thereby
transfer taxes thh other . costs
into the price. The premise is, of
course, that tax is a cost. Meriam
says the payroll tax “becomes an
mescapab!e part- ' of labor  costs,
and thus .., it has the same: effect
as an 1_ncrease in.,.wages.”5 An-
other writer calls them outright
“operating-cost taxes.”’8-As a-cost
then, the tax must be’reflected in
price, ‘and :recovered, - otherwise
business failures and the impair-
ment of capital result. -

iAn' example  of ‘this thesis is
life-insurance, where there -are
strict legal requirements that pre-
miums. be actuarially - equated
against all costs," Obviously the
consumer bears the tax burden in
this. case. . Regulated industries,
where prices. are fixed to give a
certain profit above cost are fur-
ther illustrations. - 'As one writer
said in regard to the railroad un-
employment  tax,  “This » money
comes- from only one” substantial
course, the rates-andfares paid
by ‘the public.”7 = A further .ex-~
ample 1is. provided in a study of
the relative over=-all: tax costs of
certain manufaeturing industry in
New York City as‘compared to
similar types of business in com=-
parable cities.. - This 'study = was
made’ before New York state had
an experience-rating -provision in
its unemployment compensation
system, and one of its ma]or find-
ings was:8

. differences among the states
in payroll taxes to finance un-
employment compensation, in ef-
fect, control the comparative tax
standing of each city, as a place
in which to do business.
. it is apparent that the com~

’petxtwe position of manufacturers

in New York ' .. may be handi-
capped ' as against employers in
the six other eities under study,
where experience rating 1s in ef-
fect.

Thus as indicated, cﬁrcum-
stances, permit three possibilities:

(1) The 'employer absorbs the
tax; the burden is on profits.

(2) The tax js shifted to the em~
ployee: in- decreased -employment
and wages; the burden is on labor.

(3) 'The tax is transferred to
and recovered in the price; the
burden is on consumer spending.

The most: strongly held views
are the last twe. And they are
the same-in effect: for in the over-
all sense, the wage-earner is the
consumer, or provides for-the con-
sumer. Therefore, regardless. of
theoretical approach the major
conclusion is that the wage-earn-

To the extent that this|er bears the burden of the social

security taxes.

The Ultimate Burden

Now where -does the ultimate
burden lie?

It is obvious, -ef course, that
taxes come out of current income
or product. The immediate impact
of the personal income tax testi-
fies to that. However, despite

4 See Lewis Meriam, Relief and Social
Security, 'The ~ Brookings Institution,
1946, Chapter XXVIHI; and, Harley L.
Lutz, Public Finance, Appleton Century
4th Ed., 1947, Chzapﬁer XV

5 (o] it., 69
p c' Hprt Money, Debt and Eco-
nomu.' Actwrty, Prentice-Hall Inc., 1948,

; 7Juhus ‘H, Parmelee, “The Tax Rate
in Railroad Unemployment Insurance,”
American Ecanomur Secuﬂly, Chamber
of C ce: of the United States, May
1948, p. 30.

8 Harley L. Lutz, Report on Relative
Tax Costs Within-Seven Selected Cities
for Three Groups of Manufacturing In-
dustries, September 1944, pP- 4,.75.
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Costs in Social Insurance

{Continued from page 31)
difficulty of recognition and mis-
taken assumptions as to the “fu-
ture” aspect of cost, the ultimate
or final payment for social secur-

. ity also comes out of current

product. ‘

Benefits, like taxes, are current
obhgatlons whether. it be 1948 or
1998. No taxes paid .in 1948 are
going to provide benefits in 1998.
When payroll taxes exceed benefit

payments only the ‘part which |

meets the requirements of cur-
reat benefits will actually be pay-
ing for social security. The rest
wvill be used for other purposes,
and a pledge. to repay, which
means more taxes later, will be all
that marks the spot where excess
tax collection took place.
wother hand,, when béneflt pay-
‘“anents’ equal or exceed current
palroll taxes, there will be. an
overall economic balance of. give
and take out of current product—
regardless of whether special pay-
ol taxes suffice or ' there is a
sovernment contribution = from
geaeral funds..  Of course there
‘will be an imbalance of burden
‘between classes_of taxpayers. For
example, if benefits are limited to

*m section of the people, the po-

‘ential beneficiaries ‘ gain- some-
what .al the expense of the tax-
‘bearing non-beneficiaries. Univer-
=al coverage would tend to equal-

- dze -burdens 'and advantages, but

would not effect any basic read-
justment of burden,

By and large, the mass of work-
@5 must meet the cost from cur-
xent product. . Neither ‘an excess
©f. bookkeeping IOU’s, nor the
taxing power of - the natlon can
wrovide more food, shelter and
clothing for the beneficiaries of
BRY generatlon than the workers
of. that generation produce and
sare willing to share. It is only the
thoags and corn, houses and cloth

- produced at any given time, which

an provide either our own or our
grandchrldren s security. In the
@conomic sense only current prod-

wict pays for anything. There is ;

o storing up of acorns.

But cest-payments for social se-
eucity ‘comprise only one of the
qucrent demands on product. And

. ke amount which can be given

wver to. it is naturally subject: to
the.various priorities and limita-
‘tions that determine all: distrib-
ative shares within the total, How
farge the share can be is the only
weal “budgetary’” problem in re-|:
sgavd to social security.

This potential is keing - influ-
®nced by more and more factors.
Xn the first place there is a gen-
wral trend toward greater public
wresponsibility for individual and
Hamily security. Also the increas-
iag commitments and revenue re-
muirements of generally. expand-
ing.government eat into the prod-
act of the private ‘section of the
“Eeonomy. A-second area of influ-
ance is the changing pattern of
population growth: the increasing
mumber of the aged, and the de-
creasing ratio of the prime-pro-
«ducer age groups (20 to 44) to the
mon-producer age = groups. Not
sonly is there an mcceasmg pro-
sportion of dependents in our own

mpopulation; there are greatly en-
‘darzed 'segments of world popu-
ation ‘which  are not producing
sufficiently . for themselves and
ook to the United States for vari-
forms of assistance. These
factors are all a drain upon the
-mational product. There are also
florces at work which reduce the
. gregate as well as the relative

2mount of product. For example,
public “make-work” projects do
mot always contribute the product
ceqmvalent of their cost. The con-
dinuance of excessive taxation has
:a negative effect on investment
;and . production. = Certain labor
mractlc s limit output.

Stuppmg Down to One .
- Fundamental

If the entire question: of social

'y

i «Begyrity were fo be sitjpped down |

On the

to one fundamental, it would in-
volve the production, rather than
the distribution, of goods and
services. Economic security ‘is
short-sightedly - thought of as - a
matter of sharing the wealth. The
social security system is essential-
ly a distributive ' mechanism,
whereas the real answer to secur-
ily is production. 'As a writer of
popularized economics clearly’ ex-
plains it:9

The problem of distribution, on
which all the stress is . being put
today, is after all more . easily
solved ithe more there is to dis-
tribute.

‘The “New England Letter” tres
this pomt spec1f1cally to social se-
curity;10

What is lost sight of is that our
living standards depend upon the
productive energies of workers.

. This is clearly understood in
z\ primitive society where a family
cither provides for its own wants
cr starves. But in our modern and
complex exchange economy, there
is 'so much confusion as to the
source of income and wealth that
a large proportion of the people
are’ under the illusion that by
some push-button technique .the
Government can provide .. , and
guarantee security without indi-
viduals earning their passage.

But there has always been and
there will always be a certain
burden  upon the workers for

9 Henry = Hazlitt, Economics in One
Lesson, Harper & Bros., 1946, 70.
10 First Natlonal Bank of Boston, May
31, 1948,

those!who do not earn their own
passage, From  the' 'Elizabethan
Poor Laws :down to- the present
Social Security Act, relief for the
needy has been a community ob-
ligation. ' A certain socialization
of product, such as is always pres-
ent in- tax-supported government
services, is therefore 1o be expect-
ed. Howevel it is necessanly and
essentially lxrmted

In summary, then, the cost of
social security, whether in initial
tax payments, or in the sense of
the ultimate discharge of obliga-
tions, constitutes a demand upon
current product. As such the bur-
den falls” on the -producers at
large, and is determined not only
by the extent of total output at
any given time, but by, the ability
and wﬂlmgness of those who do
produce to share ‘with those who
do not.

The road to real social security
is' not . through  the. legislative
halls. . If there is one answer tfo
all things, it  is probably. work,
And that is surely the way to se-

curity. ‘As Professor Groves has|

effectively - and

stated it:11

“In these days of much patern-
alism and statism, when a ful
stomach for all, however attained,
is so frequenily exalted as the end
product . of: retform, it is well 'to
recall that it is better to help an
individual help himself than only
to help an individual.”

axiomatically

11 farold M. Groves, Trouble Spots in
Taxation, Princton University Press,
1948, p. 31,

and power trusts. These vested
interests bitterly oppose any
sound Southern development pro-
gram, !

They profit from low wages,
low farm income, ‘unbalanced in-
dustry and agriculture, extortion-
ate charges for power and trans-
portation, - They and their polit-
ical henchmen have slowed south-
ern progress’ in the past, ' They
can be counted on to stop at noth-
ing ‘to halt your plan for: the
future.

We Progressives can be counted
‘on to do everything within' our
democratic  framework to ' stop
their plans for the future.

We know that the people of the
South will do their full part to
end this real outside interference
in their affairs,

It .cannot be ended by the peo-
ple of the South themselves. It
must be ended by a new national
party in the North and :South
dedicated. to uprooting the most
powerful monopwlies, which today
to control both old parties.

We made a start at a national
program for a square deal.to the
South under Franklin Roosevelt,
whose ‘second home was in the
South. I know about this, When
I. was. Secretary of. Agriculture,
we liffed” Southern farm income,
began to rebuild Southern 5011
and through Farm Security to
save the small farmer and tenant.
But I would be the first to admit
that 'we didn’t go. far. enough. I
am truly proud of what, we' did
accomplish, Thousands of North
Carolina farmers and workers are
still better off today because of
that New Deal program which

was. so maligned by its enemies.

- “Vested Interests Thwarted
“ Roosevelt
1" know now. why. we failed.
We . failed ' because- we did not
build ‘a political movement to op-

| pose the unholy, biparfisan coali-

tion of the :vested- interests: of

\North and South.: That bipartisan

coalition of Republicans and

Southern Democrats.ten years ago

more: than: a-pound of butter.. .

One Billion Yearly of
Federal Money for South'

(Continued from page 9)

successfully began its march to
power, It thwarted Roosevelt’s
attempts to extend further na-
tional cooperation to the South.

It stopped a higher minimum
wage. It stopped increased social
security and education, health and
housing. * It substituted planning
for private profit in place of plan—
ning for the people.

_And when Roosevelt died, this:
bipartisan coalition moved com-
pletely into the seats: of power.
The limited bipartisan coalition is
now a total coalition of the two
old parties—a coalition which has
largely liquidated the New Deal
program, including those parts of
it of greatest importance to the
South, such as the Farm Security
program.

The bipartisan administration of
today has turned the key. posts in
government over to the men of
Wall Street. With cooperation of
a ‘bipartisan Congress, it increas-
ingly diverts huge Federal rev~
enues to war preparations, instead
of spending for abundance. The
men who would not vote 100 mil-
lions for the security of Southern
farmers now vote billions for the
security of Greek kings and Chi-
nese despots. The men who de-
fend the poll tax in'the South
demand “democratic” elections in
the Balkans,

There is no hope of substantial
Federal actions to' improve the
South or any other part of the
country as long as the bipartisans
spend - for war and  militarism.
There is only the prospect of in-
creasing hardship to labor and to
mtdependent enterprise, farm and
city.

The meaning of the phrase guns

:| instead of butter was driven home

to me by a recent union survey
of tobacco workers in this state.
These workers and their families
have lost in weekly food supplies
since the end.of OPA: :

" More than. three quarts of mllk
more than two’ dozen eggs; more
than' four *pounds : of ‘meat; ~and

Truman-l)ewcy Policy of
. Bipartisanism;

That is why I say that so long
as ‘Mr. Truman . proposes annual
increases in the war budget his
speeches about ‘stopping: inflation,
about increasing social : security,
about anything liberal or ‘progres-

sive, aren’t worth the alr waves| '

that’ carry them.-

Equally, 'so “long as both Mr.
Truman and Mr: Dewey support
the  bipartisan  policy of militar-
ism, their A verbal 'gestures for

more civil rights are powerless to|

hold back the' tide of repression
and restriction of civil rights they
are setting in motion,

« 'That is why peace is central in
the program of the Progressive
Party, This is why the good
people of the South, who want
prosperity, . homes, hospitals, and
schools, who want strong and in-

Thursday, September 2, 1948

dependent. industry and agricul-
ture in the South—will join with
us in fighting for peace.

As we build. peace, we .can re~
alize  the better life, for all the
common' people of the South, and
all. the . common - people of. our
country.

We will 'not be stopped by
violence or arbitrary arrests.

We will not be stopped. by the

poll tax, or other devices by which
our' enémies. try to thwart the
will of the people,
We will not be stopped by dlS-
crimination, segregation, or other
means by which our enemles try
to ‘divide us,

The strlkmg increase in South-
ern ‘registration’ this ‘year shows
that the people of the South are
on'the way —'on the “American

democratic way———to the goals. we
all share, AERRAE

Sees U. S. Controllmg
World Cold Price

(Continued from page 15)

directly or by fiscal concessions,
?a\{e also been con51dered in Aus-
ralia. '

The scope for influencing the
output of gold through subsidiza-
tion of this character is, however,
very  limited. = Apart from the
vigilance * of “the ' International
Monetary Fund, the mere fact that
direct or indirect subsidization of
this kind has an immediate im-
pact on the budgets of the coun-
tries concerned and that the bene-
fits to the gold mining industry
are openly: revealed as coming
from the pockets of other tax-
payers, sets a strict limit to what
can be achieved by such means. If

‘gold ‘production  is to be appre-

ciably - stimulated ' by conscious
Governmental action it must be
through monetary and not fiscal
policy. Such monetary policy can
take one form only, an increase
in the monetary price for gold.

This is no longer a matter in
which the principal nations of the
world are free to do as they like.
With the one exception of Soviet
Russia, ‘they are members of the
International Monetary Fund. As
such, what they may do in chang-
ing the currency-price of gold' im
their own eeuntries is: strictly: de-~
fined and even. more: strictly lim-
ited, ~ As has already been men-
tioned, they may not subsidize
domestic gold productxon by pay-
ing a higher price for this gold
than' the parity indicated by the
official rate of exchange as noti-
fied and agreed with' the: Fund.
They can merely inform the Fund
of changes amounting to not more
than 10% of the initial par value
‘of their currencies and within this
limit the Fund’s consent may not
be withheld. Beyond it, the Fund
will eonc¢ur in any proposed
change of parity if it is required
to correct a member’s “fundamen-
tal 'disequilibrium.” - These provi-
sions for changing the par value
of individual currencies are clear-
ly not intended to'meet the spe-
cial difficulties of gold producers
Even a country like South Africa,
where the gold. industry‘ repre-
sents an important element in the
economy, might find it difficult to
convince the 'Fund ' that, merely
because its gold industry was de-
pressed, it was in such fundamen-
tal ‘disequilibrium as to justify a

devaluation of ‘its-currency. : The

difficulties of that industry might
quite concelvably exist, while the
general price structure was in
perfect equilibrium with that of
other countries.

There is another section of the
International . Monetary  Fund
agreement which might more use-
fully be invoked as a.means of
stimulating gold production. It is
the one which provides that the

Fund, by a majority. of total vot-|

ing power of:its members, may
make .-uniform proportionate

changes.in the par ivalue' ‘of the

is subject to veto by any member
holding more than 10% of the vot-
ing" rights — which. at present
means by the United States and
the United Kingdom, If the neces-
sary majority could be mustered, .
and if the United States and the
United Kingdom were willing, the
currency price of gold could be:
written up—or down—throughout
the 46-nation membership of the: -
Fund. Such a move would not af-
fect the prevailing exchange rates
since all countries would' change:
the value of their currencies im
terms of gold by the same ratio.
Is there any reasonable pros—
pect of such initiative being. tak-
en by the Fund? The key to this: -
question must be sought in the at-
titude of the United States, whose:
voice is - inevitably dominant im
the councils of the two Brettom
Woods institutions, and who has: -
power. of veto on this particular
issue. The attitude of the United
States is likely to be powerfully
influenced by two considerations..
The first is the fact that: the:
United States is not the most im-
portant gold producer, and there-
fore has no particular vested. in-
terest to serve in raising the dol-
lar: price of’ golq,“ The second. iss
the growing® fear- in ‘thé United” *
States of the inflationary, impliea=
tions of the gold inflow into that:
country.” A world-wide devalua-
tion would have as its avowed ob-
jective : the - encouragement ' of’
world gold production designed!
to cover part of the prospective:
dollar deficit of countries outsides
the United States. It would, im
other words, be designed to swell
the already  enormous hoard of
gold deposited at Fort Knox, Ken-
tucky, and to add to the 1nf1at10n—
ary potential whose strength " is:
causing serlous concern to the au~
thorities in the United States. Nor-
must it be forgotten that any in-
crease in the dollar price of goldi
would require the consent of thes
United States Congress and that:
this assembly is likely to be pre-
occupied by other problems. for-
many months to come.’ ' Conse-
quently, it would be unreasonables
to expect from the Fund any ac-
tion ‘that ~would involve an in-
crease in’ the" American ‘dollar:

price of gold.

Business
Man’s
Bookshelf
Suryes. of Conempoiny Bose

nomies, A—Edited by Howard S.
‘Ellis: — The ‘Blakiston-Company; .

i currencies.,of its: membersa.,.'rhls‘ Philadelphia; 5,/ Pa; ~§10m—§4 15,

igitized for FRASER
raser stlouisfed.org/




 Volume 168 Number 4730 | THE COMMERCIAL & FINANCIAL CHRONICLE . oy (029 98

: ‘gm . - ”4 - “ - o - ow
Indications of vurrent Business Activity -
The' following statistical tabulations cover production and other. figures for t.he latest week or month available (dates
shown in first column are either for the week or month ended on that datg, or, ii: gases of quotations, are as of that date) :

‘ Latest Previcus Month Year' ) BANKERS DOLLAR ACCEPTANCES = OQUT- g ' Yepk'
AMERICAN IRON AND STEEL INSTITUTE: Week Week .. Ago Ago STANDING — FED, RESERVE BANK OF x%a%txftsﬁ Pﬁ?xfgl‘xm o
" Indicated steel operations (percent of capacity)ommemecmemceac.Sept, 5 95.2 95,9 94,2 92.4 NEW YORK — As of July 31: A
- Equivalent to— : j Imports $150,910,000. $155,475,000 $114,898,000
G_teel ingots and castings produced (net tons) Sept, 5 1,716,000 - 1,728,600 1,697,900 1,616,900 Exports < = 46,693,000 56,193,000 45,056,001

. Domestic shipments 9,374,000 * 10,592,000
‘Domestic warehouse credits.. 9,937,000 8,730,000

AMERICAN PETROLEUM INSTITUTE: | . Dollar exchange 674,000 2,289,000
Crude oil output—dalily average (bbls. of 42 gallons each) Aug. 5,521,300 5,507,050 5,447,800 5,152,800 Based on goods stored and shipped between
Crude runs to stills—daily average (bbls.) Aug. 5,591,000 5,535,000 5,591,000 5,269,000 foreign ‘countries 17,762,000 19,880,000 6,664,000
Gasoline output (bbls.) Aug 17,742,000 17,489,000 17,879,000 16,823,000
Kerosine output (bbls.) . Aug. 1,988,000 2,050,000 2,166,000 2,104,000 $235,350,000 $253,159,000 $187,344,008
Gas oil and distillate fuel oil output: (kbls.) 2 Aug, 7,338,000 7,509,000 6,625,000 5,990,000 v
Residual fuel oil output (bbls.) Aug 8,642,000 8,932,000 ' 8,825,000 8,596,000 | COTTON GINNING (DEPT, OF COMMERCE; . .
Btocks at refineries, at bulk terminals, in transit and in pipe lines— - Running bzales (exclusive of linters) prior to "
Finished and unfinished gasoline (bbls.) &t Aug 95,132,000 96,634,000 100,641,000 85,735,000 Aug. 186. 544,406 - 324,130
Kerosine (bbls.) - at. 2 ) Aug. 22,497,000 21,679,000 20,382,000 20,025,000 2 .
Gas oil and distillate fuel oil (bbls.) at Aug. 63,524,000 61,458,000 54,756,000 52,114,000 | COTTON SPINNING (DEPT, OF COMMERCE) {
Residual fuel oil (bbls.) at. ; Aug. 69,379,000 68,523,000 64,556,000 55,734,000 Spinning spindles-in place on July 31 23,798,000 23,779,000 23,832,156
: k 4 Spinning spindles active on July 31.__ = 21,328,000 - 21,479,000 21,415,434
Active spindle hours (000s omitted), July_.._. 7,923,000 10,320,000 8,530,817
Active spindle hours per spindle in place, July i .+ 356/ (. 461 ', . 358!

ASSOCIATION OF AMERICAN RAILROADS: ¥
Revenue freight loaded ( ber of cars) Aug. ' .'200,572 891,277 882,566 - ¢ 7900,895 | i iy b o
Revenue freight rec’d from connections (number of, cars) : Vi 696,420 U 6By, 543" 685,161 . 682,753 | EDISON. ELECTRIC INSTITUTE:
; Kilowati-hour sales to ultimate consumers— 19
5 : . . 3 ’ 4 month of June (000's omitted) 19,297,128 19,162,732 17,546,1
CIVIL . ENGINEERING. CONSTRUCTION, ENGINEERING NEWS- X £ Revenue from ultimate customers—month of
RECORDS: / . ¢ June L $344,7178,500 £ $341,687,300 $309.630,5d[)
Total U, 8. construction 5% Aug $95,191,000 ' $117,146,000 $114,276,000 ~ $136,943,000 Number of ultimate customers at June 30... 39,665,213 39,309,819 37,242,938
Private construction e oo Aug. 39,974,000 55,420,000 52,226,000 84,413,000 2
Public construction Aug 55,217,000 61,726,000 62,050,000 52,530,000 | EMPLOYMENT AND PAYROLLS—U. §. DEPT,
State and municipal Aug 48,458,000 51,521,000 48,377,000 32,775,000 OF LABOR-——Month of June: 3
Federal Aug. 6,759,000 10,205,000 13,673,000 19,755,000 All manufacturing 12,955,000 #12,740,000 12,672,000
5 : : ! Durable goods ... 6,658,000 6,642,000 6.833,38:;'
-dur o6 6,033,
COAL OUTPUT (U, S. BUREAU OF MINES): ' Bttt e e T sl
Bituminous coal and. lignite (tons) Aug. 12,315,000 *12,490,000 12,250,000 11,988,000 All manufacturing A *155.5
Pennsylvania anthracite (tons) ~ Aug. 1,170,000 1,199,000 1,191,000 1,198,000 ! 1 *183.9
Beehive coke (tons) o Aug. 140,400 #146,200 « 134,500 139,000 3 9 *133.1
; 3 Payroll indexes—

: e ! A
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- Alemanufactiling 389, 26,9

i B—100 Durable' goods ... 3 %390.9
TEM—1935-39 "AVERAG Aug, 272 258 23!. 243 Non-durable goods ... 2 %303.9

; Estimated number of employees

EDISON ELECTRIC INSTITUTE: Susing dudusiies 18 161 000 £ 415 04000 1 15,67 w00
A manufacturing 6,161, ,904, 1672,
Electric output (in 000 kwh.) Aug, 5,471,741 5,390,788 5,352,439 4,939,801 Durable!goods; ... & £.131/000 28,114,000 8,050,000

Non-durable goods .- 8,030,000 #7,790,000 7,622,000

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- (
STREET, INC. A Aug, 96 94 98 64

FACTORY EARNINGS AND HOURS—WEEKLY
E —U. '8, .
§RON AGE COMPOSITE PRICES: %XB%;G_E. nfsr'll;LM&T?uly;u‘ B DEET. OF
Finished steel (per 1b.) A 3.75833c. 3.75833c, 3.75902¢. 3.18925¢. Earnings—
Pig fron (per gross ton) g $44.52 $44.52 - $43.72 $37.10 All manufacturing k £852.95 $49.03
Berap steel (per gross ton) $43.,16 $43.16 $43.16 $37.83 ‘Durable goods < .. B #56.32 52.23
. : Non-durable good ; 249,39 45.65
B{ETAL PRICES (E. & M, J, QUOTATIONS): ““A‘]‘,S;;anufacmmg iy ; ©e40. 39.8
;, Electrolytic ‘copper— . : Purable goods __ . : %407 S 400
Domestic refinery at_. .25 23.200c. 23.200c, 21.200c¢, 21.,225¢. Non-durable _goods -39, R 39.8
Export. refinery at s . 35 23.425c¢. 23.425¢. 21.800¢. 21.150c: Hourly earnings— ; ; ;

Btraits tin (New York) at. 26 103.000c. 103.000c, 103.000c, 80.000¢. © Al manufacturing : +$1.317
Kead (New York) at.: 25” 19.50¢C¢, * .. +19.500c. 17.500c... 15.000c. Durable goods .. X #1.385

. :

25

. Lead (St. Louls) at 19.300c. 7 *19:300c, 7 87:300¢, ¥ ) - 14.800¢. “ Non-durable good X - #1D49"
Zine (East St. Loule) at 15.000¢. 15.000c. 12.000c: 10.500c. Hon-Auraple guods

R : FAIRCHILD “PUBLICATIONS RETAIL PRICE
#100DY’S BOND PRICES DAILY AVERAGES: ; INDEX  1935-39 == 100 (COPYRIGHTED)
. :AS. OF AUGUST 1:
U. 8. Govt. Bonds . 31 100.71 104.07 - composite index
Average corporate . 31 . 111.25 117.00 Piece - goods i
Aan 31 0 116.22 121.88

Men's apparel
i :' gi ¥ Hg?z ifggg Women's apparel .
Baa . 31 105.00 ! 109.79 Infants’ and children's wear.

Raflroad Group._ 31 ; 107.09 Aigar|oEomeRne S
Public Utilities Group 31 11181 118:40-

» Industrials Group. : 115.43 120.43 %V?Z;S:sand silks.

: Cotton wash goods
#00DY’S BOND YIELD DAILY AVERAGES: ) g I)vg'nﬁz;%icsf-

U. B. Govt. Bonds : 4 Aug. 3y ) e ES ) ! ets on
™ : ; ' 1 Blankets and comfortables_ ...
; “:Zimge corporate - : ::}x: - Women’s apparel— 3 ;
. Aa. : 2t Aug Hosiery w--w--
LA : Aug, Aprons and housedresses.
- Baa. Aug Corsets and brassieres

Furs .
~Railroad Group. Aug.
Public  Utilities Group. Aug Underwear

; Shoes
Industrials Group Aug. Men’s. apparel—

" MQODY'S / COMMODITY ' INDEX Aug 2 10420 e

NATIONAL. FERTILIZER 'ASSOCIATION—WHOLESALE COMMOD< E{l;ltrsti u?inga, !;:ieck;weat,_‘_ -
; ITY INDEX BY'GROUPS—1935-39=100: J Clothing; including - overalls
“Foods.. : : Aug. ] 246.2 1 ! Shoes
Pats and “oils_. ' Aug, 28 2 T 2120
. Parm product; Aug. A 272.3
* Cotton 3 Aug X .. 295.8
Grains b Aug, g ©220.2 {
Livestock. i ; Aug. .3 292.9. d : . Furniture
s ~BPuels : . ey Aug 1 233.8 . B . . g Floor. coverings
“Miscellaneous - commodities . : Aug, 5 168.5 : f Radios
“Textiles. ¢ St Aug. g 195.5 A A K Luggage
. “Metals. ” Aug. : 2 187.4 Bz & Electrical h hold ' appliances
Bullding materials 0 3 Aug, " 3 233.3 231, : 4 China
Chemicals “and- drugs Apg. | % 155.3 © 156.6 ; e e
Fertilizer -material ! d wZme AU R . 139.2 ; 138.6 - . MOTOR - VEHICLE FACTORY. SALES FROM
w L rertilizersii il 5 2 i Aug. - i 147.5 . 1454 A . PLANTS IN U. S. (AUTOMOBILE MANU-~
~-4«Farm machinery...._._. -' 4 Aug A 143.1 0 143.1 od < FACTURERS' ASSOC.)'— Month 'of July: , - A
. All groups combined ; Aug, 28 : 227,157 7 928.0 207.¢ Total number of vehicles 474,387 . 431,033 379,192
AT AT £ b i Y. : ; Number of D& cars. : 356,582 312,406 297,631
. . NATIONAL PAPERBOARD ‘ASSOCIATION: | S hesas : Wiy 1 Number of motor trucks., 4 11(1‘»833_ _ .111,?);% 9}5502
‘1 .1,0Orders: received (tons)s : : A Aug. 21 175,762 }53,194 4 159,212, 2{49,464 ~Number of motor coaches. --..-- : g R PR
~Producti (tons).=._L. B : Aug. 21 . 185.537 . | 84,342 75,182 7,712 % RATIONS—DUN & . £ IR
prgbemniage of e o S50 4% agg ont 100 | N RTREET, INC—- Month of July. - 7,690 8,550 9,011
.. Unfilled orders . (tons) at. ! .. Aug. 21 362,761 375,515 360,981 .- . 438,848 . - 3 Pt
L L . : i : NON-FERROUS S%ASTIN?S (.DELE:T'I?)FnCOM-
; : 1 : E) — Shipments, month of June: Bl
Aug. 27 144.3 143.9 1453 139.4 AluMn‘::S\gm) (thousg.nds of “pounds). - 35,822 33,866 32,986
fens S e Jh RN : i : Copper - (thousands .of po?nds),a-) 81,280 aae0x
O1.] s U8, ;- 26100+ ¢ : ! ' 5 : : Magnesium (thousands of pounds).. ‘.62 : i
: W:?’ ESM‘E‘,‘:::KCE-S o S DERT QN LABOR 1078 =100 s s ; ]"68 3 153.5 | . Zinc (thousands of pounds) : 3?,383 2 31;-3?:8
: | 4 i s o d )
-} %+; Farm . products T : ALY : : : - 1946 181.4 Lead die (thousands of pounds)... 1 : 0k g

.. . Foods_.__. L Aug. 21 i ; 190.4 172.3 | SOFTWOOD PLYWOODJ(DEPT. OF COM- _
, -+ Hides and ‘leather products. i ___Aug 3 b ©189.5 182.3 MERCE)-—Month of June: 3 i : f
“ 'L :sTextile. products. : s : Aug. 3 i 4 4 148.1 140.1 *Production (M- sq. ft. Ys~in. cquivalent).}_- 150,187 *151,364 140,147
_.']i.; Fuel ‘and lighting materials.. .= : C_Aug 5 f : 136.5 114.1 | " 'sShipments and  consumption. (M  sd. 3 e
; - : Aug. ks 160.9 147.0 %-in. equivalent) 149,742 #150,924 142,‘817
;.1 Buflding :materials_ 2o _ 11 . ’ : Aug. j 2 . .198.0 179.1 Stocks (M sq.. ft., %-in, equivalent) at end. 5 -
+; :Chémicals - and -allied -products. : ; Aug ) 2 . 132.9 117.4 of month : 40,778 31,345

Housefurnishings goods. Aug ] - 145.9 131.9 Consumption of logs (M it., log scale) . © 65,287 #64,889 60,231
Miscellaneous dities. Aug. a5 : . 115.6 Stocks (M. ft.; log scale) at end of month_._. 153,859 *131,920 " " 141,461

Epecial 4 STEEL CASTINGS (DEPT. OF COMMERCE)—,
pecial’ groups— e R i Month of June: ; Verl
i Raw. materials ; ; Aug.: R: gl b 167.7 Shipments - (short - tons) 152,894 143,337 139,031
‘. - Bemi-manufactured -articles ... Aug : ¥ 4 e ¢ “, 11495 For sale’ (short tons) 117,794 111,616 103,888
! . Manufactured product : 2 cicmn Aug, 21 - : 97 2 i s 1 A83 Ry 1 148.3 For producers’ own use (short tons) - 35,100 31721 35,143
" All commodities. other than farm.products el L AUg 3 . S 2. v 14T.4 Unfilled orders for .sale at.end.of month ' 5 il ds
.. All commodities other.than farm ts and foods. i AUE, 21% ;1563, - p oy : 136.6 (shart  tons) ... > - i 4.(59,973» 482‘,53 ,47
. *Revised flguresi: [t Wl : Y 3 : ] ; T #Revised figures, : { ;
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- Immediate Problems of Retailing

(Contmued from page- 7)
likewise at a peak today far ex-
ceeding the* prewar figures and;
of course, looking mou:itainous as
compared with the: war years'and:
Regulation “W,” Nor can we over-
look the effects of credit. regula-
tion—although: those recently
promulgated are relatively easy,
and of less stringency than those
in effect at the terminus of Regu-
lation “W.” Nor witl these regu-
lations, without additional legisla-
tion, be for too long duration.

So that it would: seem that we
have a very real problem in look-
ing ahead for retail sales volume.
Certainly retailers should and will
promote: in: the attempt to get
their share of the American earn-
ings and they probably should ex-
tend credit as aggressively as they:
will ‘be 'permitted ‘tor do: so. But

. they: should: extend credit on"the
basis' of  reasonable credit stand-
ards. We &ll &know the headaches
that have come: with too great
liberality=but. ther safeguard has

always bBeen' in the'replevin value:

of" the merchandise sold” and” the
wide distribution of the rick in
many-hands. “The public relations
effect. of careless extensicn ot
credit and’ overharsh ‘prosecution
of delinquents is not to be over-
looked either,

So to summarize’ this phase of

our ‘study: the' favorable factors:

are’ high. employment: and high
earnings, and so long as thesé con-

" tinue with or without: a much

needed readjustment of prices ii
the' consumer  goods - field, retail
sales  will'’ continued” at a high
level. We have seen na decline in
the dollars of retail sales generally
nor are we' likely to in the' im-
-mediate future so long as we' re=-
taijn:full employment.

On the other hard, competit‘ion
for a share of the American. in-
come'is against the continued: in-
vestment in housing and perhaps
in other consumer capital goods
such as automobilesi kitchen: ap-
pliances, and:television;-

The credit situation I believe is

un-portant‘ and will be one more | %

element in a'curtailed net quick

position. :
Price’ Factor

But the price factor is one that

is becomxng more and more  im-

portant in the present day econ-

omy. ‘How much it has or will]

effect retail -sales is a: question.
And here’ we are dealing with- a
many. sided and volatile subject:
The wholesale: markets are’ not

moving' together. In some’ fields:

there are definite signsi of weak-
ness in other commitments for
late fall and: winter’ delivery: are
at:higher prices.:
generally true that lower whole-
sale . prices are not.immediately
foreseeable: At what' point do-you
redach buyer resistance in an up-
ward trend: of prices? And if mer-
chandise ‘costs continue higher;
how long . can retailers: permit a
lag before retail prices must like-
wise be increased. And this par-
ticularly in the light of the- in-
creased operating costs :

Expense Problemq
“The expense problem . for many
retailers is closely related to"the
price situation. For' although gen-
erally retail sales dollars are up;,.
the number of pieces:sald has. de-
+~ clined. This: meang ‘then that if
the reverse takes : -place  namely |
that the. average price .of goods
declines and the number of pieces
sold goes up, presumably a larger
" staff is needed to handle the- in-

creased load... Now, we know that

there is always.a lag: in  payroll
- rates.” That is if prices :decline

i wages will not, decline as' quickly. |:

This lag’is' where profit. vulner-

ablllty lies. Here again planning

- in- advance -is the only -out. For
if ‘the problem is knewn and
.. studied: i~ advance; + just what

: procedures are to be followed un~

der: a given set-of circuinstances i

Certainly it is:

there is: much: more likelihood of
‘accomplishing .an organized read-
justment tham it under the’ stress:
of the situation the cutting down
process- is: first: studied: andi initi~
ated. To this end: the' caveful cal-
culation: of a' break- -even point lis
a' most” desirable: aid: in‘ opes atmg
at a'profit.in the retail field." !

‘That brings us to the next* phase
of 'this" discussion; namely the
question of operating expenses. In:
the- department - store “field  it’s'
very tough: sledding. Well man-
aged stores are operating with the
same' or fewer: people' than last
year and: because of increased
payroll per person their costs are:
up.

This constant mcrease in' pay-
roll demands has left its imprint
on the whole distributive- field:
But' retailers cannot or should not
lie- down and-die under these cir~
cumstances. Although this is 'a
difficult problem that doesn’t
mean that the brains in the indus-

prove efficiency. One'might with
reason be discouraged- by the lack
of improvement in production in:
American: industry, but whatever
improvement that has been has
come as a result of study.. What
are: the most. effective selling tech-:
niques--can: they  ber studied; can
they be: ‘taught and thus:since pre=-
war days is. the: most vulnerabie:
point- in- American' retailing, At
what point ‘does’ advertising stop
being productive? To what degree’|
ean. one‘:cut’ your sappely costs
' (boxes, twine; ‘papet) without in-
terfering with:' saies or creating:
added customer resistence?

THhese' are all factors. whieh go
into. merchandising for: a -profit,
But there are more: First.perhaps:
‘n’“importance: is: turnover ratei—
hy items. and by class of.itens..
How- alert - are: retailers: to style:
chaniges and' particularly in the
light of 'the: changing ‘distribution
of ineomes: here in: America. With
the number of people: with large:
incomes ' declining and with the
lower and- middle ‘income’ groups
stepping:. up' to' higher ' incomes;
ow important :are' these: changes
in the composition of the Amer-
fcan”“income’ to ' merchandising
plans? ;

And  this leads" the :problems
nresently related to inventory to-
tal and. outstanding orders.  With:
this' constant “upward ' swing ' of
orices, it is: most difficult not to:
make commitments at-an accele~
vated pace. The {igures published
by the Federal- Reserve Board
showing the result of ‘the figures|
of 296 department stores indicate
again a material upswing:in the
figures: recently published of out--
standing: orders, " This' niovement
is accompanied by a decline:in in-~
ventories - but - will" inevitably
translate jtself into larger ‘stocks
unless a precautionary measure is:
taken- by the: stores. At the end
‘of June of" this year; those stores:
had approx1matelv 2% - months;
<ales in their inventory. This was
back to thef 1940° ratio.. Outstand-
ing: orders ini these' stores followed
the- pattern: of 1947 with ' sharp
decline in:' the spring. which was
the reverse: of: 1946 and: the .up-
swing. in. June in outstanding or-
‘ders mentioned above.. How much
‘of a hazard is there in inventody
.at today’s prices? The risk, if it’s

a real one. might very well Be’
translated into added' markdowns
in case of a: readjustment. This is'

there: are many . indications: of |
softening. im: certain: of thewhole-
‘sale’ markets: and' the picture: is 'a
‘mixed’ picture..
Caution Urged -

Under these' circumstances’ the |,
best advice' seems fo:Iean toward
‘great” eautiousness i placing oy-

is' that-on commitments: or pur-

ettt it it

try, with study, can’t greatly im-|

‘not immediately foreseeable: ‘But |

‘ders” for the :immediate - future. [
.But- these: are” general statements
‘and’. we: must-be specifjc when it
comes. to merchandising. The: point

B B e 4“.,..- aaata

chases! for the fall, perhaps now:;
aore - than. . ‘ever - before ' items
‘should’ be bought on 'theiy statis-
tical performance. In.other words;
we are far away from the war-
time policy’ of buying: because . of
availabiiity., i

So: let's zee.. Merchandlsmg for |
a profit will in the next year pre-
sent.certain possible tax problems.
These should: be' faced on' the basis:
of: getting the best  possible tax|

plications to- warp business judg-
meénts. The 19 cents expense dol-
lar during the excess: profits: years
did’ more: tor harm :managernent
control and judgment than almost
anything of which one ecan think.
It is: to be hoped that we won’t
slip’ into:that: kind ‘of reasoning
again: no matter what happens to'|:
the tax rate. The implications of
all possitle tax methods including

involved ‘but exceedingly advan-
tageous tax method should again
be' studied: y

For retailers to get their share
of  the ‘American consumer’s: dol-
lar, they will: of .necessity. have to
be alert in: extending' credit with«|

ment for their balance sheets sales
and asmle from the  public rels-
tions evils which come from: bad
credit exteision.

The effect. of the new:Federal
Reserve regulations will' be rela-
tively small. The restrictions. are
slight as :compared with those" in
effect even at the termination of
the old regulations in November;
1947, That the Federal  Reserve
Board was so lenient inj itself is
interesting. Pernaps too severe|
regulation in their opinion would | .
have produced under present con-
ditions tso fast a deflation.. Per=
haps the- theory which has;much
merit that full’ employment is the:
first pre-Yequisite’ was: in" their
minds,  And’ that with full: em-
ployment : continued prospenty
may still be maintained even thh
a downward price  adjustment in
the consumer goods field: The ef=

orderly one, would not be: too sex |
vere on the:operations: of the good:
retailers whose inventories are it
hand and" who always are “open
to buy” for advantageous pur-
chases. This is a problem m tim- |
ing and control. i

: But the: retailers must  also" be-
exceedingly' price conscious  and

buying resistence enters into . tHe
sales picture. For in’ the final
analysm the' sales problem will be

in the immediate future. And this
is one which in the past five years

relearn

W W. Lanahan Dles

heart  ailment. - Mr, ‘Lanahan, a
‘member and' . former Governor
of the New York Stock Exchange! |
from 1914 to 1942 ‘was ‘senior
member of W, W. Lanahan &.Co:|:

‘&: Sons, he bécame: ai paitner - in

ident of the Beard “of Johns Hoxr-
kins Hospital.

Two With: Davns, Skaggs :

(Special to' THE ' FINANCIAL: CHRONTCIE): -

SAN FRANCISCO‘ CALIF. —
Charles C. ‘Clarke and’ John W/

staff of ‘Davis, Skaggs: &: Col, 111 |i
Sutter Street, memberst of :: the
San Franclsco Stock. Exchange..

Wxth l-L B Cohl’e & Co

(Snecial to THE ' FINANCIAL CHRONICLE):

CINCINNATI, OHIO ~- Williarm|:
'E,:Hogue has’ joined. the! staff .of
'H. B. Cohle- & Co.,.Union Trust|
Building, member of the: ‘Cincin=|:
nati: Stock Exchange:

NRnTn,

advice and not permit the tax im- |

LIFO which is an intricate and|

in the limits of sound: credit judg-|:

fect of such-a readjustment, an|

try to measure the point-at which |*

the important one for:alliretailers.):

they have not studxed a~nd must |

Wlllmm Wallace' Lanahan died|
.n: Providence, R. I, at the age of'
64 after being stncken‘ with &

of Baltimore: When' the company
merged in 1942 with Alex, Brown'

‘that firm.' Mt -Lanahan:was Pres-‘

‘Turner have been ‘added: to. thé:

‘| than' ever’ before. And. there:is a
. greater purchasmg ‘power in-the|

'Labor-Management

Mnst‘. Avoid

Depression

(Continued from page 9)

unemployed are in the process
of changing jobs.

Average weekly  earnings: in
manufacturmg occupations * was
$16.73 in June; 1933. In June of
this year,. the average‘ had: risen:
‘tor an all-time* high- of $52,81.

Reform Laws  Furthered Free
Enterpnse

Workers. today "are protected
‘against unemployment and old-
age under the Social Security Act.
'They have' a nation-wide system
‘of free employment offices, - The
Fair Labor Standards Act pro-
«vides  for: a minimum wage; time
‘arid - one-half  after’ 40 hours &
week, and the regulations of child
labor.

These' and: other laws protect-
ing’ the rights and welfare. of .the
wage-earners- have helped: to: pre=~
serve our system of private prop-
erty, and free competitive enter-
prise. - We must continue to im=
prove them. to meet today’s. eco-
.nomic conditions,

As my many friendsin Boston
and ' throughout the State of Mas-
sachusetts know, I' believe' in" the
private property order and in free
‘enhterprise in America.

I.believe in private property not
‘as'a theory but as'a condition to
be 'enjoyed. by a: happy,. prosper=-
ous : people’ who:-have:-the means:
and: the opportunity to buy their
own  homes, :properly. feed : and
clothe their:fanilies, provide: for
education, - health: and_reasonable
recreatxon
“'The’ term free - enterprise: has
been ‘kicked: around:a lot.”Some
people have: taken"it to:mean' li-
‘cense, «License: to. do:.anything
they: please, pay  anything 'they

¢

please; employ’ workers under,any | ;

conditions ‘they -please regardless
of ‘safety and -health; carry:: oni
.their business. without regard. to
the  public welfare...

- That is not a free’ competitive
enterpr;se in...accordance. . with
democratic' and' American ideals:

“In' the' past,. some people: have
‘even advanced-the argument that
public . utilities, which  are. mo-
nopolies: without competition’
'shouldn’t be regulated. The mos*
‘ultra-conservative doesn’t believe
that today.

One of the greatest blessings to
‘America’ - has--been. -the-. over-all
‘unionization: in’ the' 48" States in=
‘stead of having the labor move-
ment confined. to. the Northeast-|
ern:industrial area and the large
cities.

industry from: New- England to-the|
South in ‘the days prior’ to the
NRA ' and the National Labor Re-
‘lations ‘Act, when - workers: were
‘not protected in-the right to join
unions and: bargain with their em=
‘ployers,‘could: be:attributed to:the
availability ' of* nonunion; cheap
-Iabor;; and. child. labor. . :

LBy means:of devmus and‘

shoddy -appeals.. based on. wage
standards  far ‘below our ‘own:and
the opportunity - to exploit: not’
only- adult’ Werkers; but--children-
as: well}," some™: -Southern’: States|
were ‘able: to:lure mdustnes mto
their areas.
i Now.all that has been changed
Umomsm has -.come' to the ‘South,
and with “it: greater: prospemty
than the- South ha& ever known
before b

We are ‘better: off too, because
i New . England-no:-longer <has:to-
worry.. about  the" exodus ‘of in= |
idustry toi other. ‘parts of.the’coun=

}' itry:: because: of- drastically. lower |-

wages., OUr own' standard’ of liv-
ing: has: beneﬁted and’-is” hlgher

‘rest. of the nation toi buy the goods
whlch we pvoduee b
_Uniong: are! this nation’s greatesb

~The great exodus of:the. textﬂe :

msurance for prosperity.

Wheén' President Roosevelt” tdok
office in 1933’ the Nation was in
the very depths. of the depression.
He took immediate measures to
put the' country back on its: feet.
Legislation was. enacted to revive
inaustry; raise wages, spread’ em-
ployment; and: encourage produc-v
tive employment

The' NRA:

One.of the first of such’ laws
wag “the 'National! Recovery Act,
proposed’ as a quick-cure for a
sick industry. An important part
of thisi'law was Section. 7" (a),
which; 'as'a forerunner of the Na- .
tional’ = Labor  Relations ' Act,
spelled out-in the law of the land
the right of  workers to join
unions of their own choosing: and
bargain - collectively with:  their
employers.

When it was very sick and flat
on its back. industry iwelcomed
this law. However, as soon.as: in~
dustry. became: strong and healthy -
again; it repented' and -wanted to
do away with'the regulations that
made its recovery: possible., =,

Industry;. in: other words;. acted
like the'intemperate dxmker ‘who,
havingr takeni toor much alcolfol,
swears- offt, when: he' thinks: he’s
dying and returns to his old hab-~ "
its'as'soon as he’s back on:his’ feet |
again.

This' country is:on’'d’ bingeto-
day. High: prices have wiped:out -
-nearly all;. if mot all, of the: eco- -
‘homic gainsithat the' workers Have
made ‘since’ the war.. In July,.

‘cost-of-living" for: moderate ' in-

come families: reached: a new’ all-
time highi of 173.7% of the 1935-39

-average;

Since’ OPA. controls were;’ for
practical: ‘purposes, ‘abandoned in
the summer of 1946, wages,of fac-
tory workers:have not: kept pace
with'- prices:" = Average - weekly
earnings have gone up 22.3%.and
the cost. of. living- in.-the United
States -has-gone-up-30.37. Wages
of some other groups: of workers
particularly. in:the  wwhite: collar
category, have-lagged behind’ even
to a greater extent. - i

To' the wage-earnm who foots- i
the bills ‘and the: housewife' who
has. her: budget to. worry aboft,

| the' rise" in" prices*is nct a statis—

tical  problem, but a ‘real prob-
lem of making the- pav check last
out: the week. It  means getting
along’ thhout meats and ‘other |
foods,  and -actually
meetmg the higher prices w1th.
redhetldn in lwing standaxds
Presxdent Truman  has warned
the Congress.of.-the dangers of in-
flation. - They: failed"to act. i
last: special  session ‘which  he
called. for :this. purpose. . We! must
solve:-this- problem if - prosperity
‘and: economic stability, as: well as
the--well-being: -of ' the . workers,
are to. be protected: : RO
" As Secretary. of’ Labor I Grge
all-uniens to eooperate with man-
agement ‘to mcrease* pmducthty.
‘That"is' the-way' to' improve their
standard ofllving, The Ameviban

wage- eamer expects and: should ;

get, a Just share of the: retum.
that goes to ‘the (comman effort‘

H A Augenﬂllck Dead’” i

Harry ArAugenbhcl\ alawyer: ' |

in ‘Newark;. N. J..7and a' member
-of the' New York. Stock ‘Exchange;
-died- att the ‘age' of 60 ‘after ‘an-ill-
‘ness of several. months. .

tr

& McKlnnon e ;

(Special to Tue ,mecmz. Cﬂomctz)

KENOSHA IWIS. - James ™ H""
T M'yerszhas become affiliated’ with:

'Thomsoni. & McKJnmon, 625 57th'ﬂ
Street. A
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(Continued from . page 5)
and scanaaras laid- aowii py- Con=
gress. Tle Bill advocates neitlier
the high nor the low tariif ap-
proach; it-seeks only a' fair break
for- the Airerican producer .and
worker wrnen coinpeting with the
cheaply produced imported item.

The proposed legislation would
turn the present tariff comimission
inte a foreign trade: authority
which” would determine an im-
port fee on the “fair and reason-
able competition” - basis—repre-
sen.ing iy general the diiferential
of ¢ost of production between this
country and our competitors due.
to“the diiference 'in the wage-
stalidard of living.

The {oreign trade authority
would -operate independently ‘in
determining - stich import’ fee, in
the'same manner as the Interstate
Commerce Commission acts in the:
matter of treight rates-—eliminat-

-ing all “log rolling,” “lobbying,”
or “horse trading” methods.

*“The Fuels Position of the °
(e United States
Our National. Resources Eco-
>Tomic Committee in the Senate is
at this time, preparing 'a report-—-
hearings will be continued on Ocw
tober 4 of this year—on the “Fuels
Position of ‘the United = States.”
The Committee hag already pub-
lished a report on the “Minerals
Position of ‘the United States.”
- Thé fuels ‘réport ‘will include
* the provea production area of oil,
gas and coal, together with areas
of ‘potential production whevre de-
velopment aad exploration - can;,
an sho_uld, logically" be under-
. taken with reagonable expectation
; 9f', success, . The. report will ‘also
mcl‘u_de synthetic fuels, the pro-
" duction cf petroleum and gasoline
from oil shale and: from coal, and
the faveign sources available to us
under certain conditions, !

e Synthetic Fuels
- Both the oil shale and eoal pro-
ductiof processes are in the pilot
. plant stage; but entirely feasible;
- though somewhat more expensive.
The engineers: and- scientists re-
.. port. that the laboratory and pilot
;- plant.work ‘in the production. of
petroleum fuels: from eoal is now
nearer ‘the commercia] stage..of
developnient” than: was synthetic
rubber at (he beginning of World.
War 1L They further report that’
In¢ the event of national émer-

gency, inhey' could produce any |

needed quantity of fuels, once the
necessary - large’ plants:were' con-
i sytrpcted.».-‘ W TE
.4 Shortage: Impossible—Except
-, Through'Government Inter- . .
bl E R :ference‘),. A
« In‘addition tosthe 23 billion bar-:
. rels of known ‘petroleun, reseryes,;
~.the estiinztes of. the synthetic: oil
+and- fuels’ supply: from’ oil shale
t.oar
and:"of* thé . syntheti
- ‘coal;the: supply..is;
- tieal: purposes. e u
_ ‘place
< Certainli¥ mo:

t'at 1000 yeats.
than"a"
. beyend: any-calculatior
' neeessary:: s

o 4Tt

[ oeials in:High' Places
s Government - offieials - in' s high
- plices  h )
-great paing and dpparent pleasure
.. in: pointing.out-in, Sunday supple-
msuts and. rhagazine ‘articles that
- welhave & very:few years supply
of-petroleum and- that, in the event
of s war,we ‘would:have no' pe-
troleum fuels for the Navy. There-
- foreyithey contend; . we must save
.. our;visible supply and import for-,
eign.ojl for our:
' consumption. - T gty i
iThere-1iéver. was a“greater fal-
 laey or misrepresentation ‘of the
faets: " I these officials: had been
iny pewer :prior to- the:larger:-dis=

+.coveries: of: oil: and.'gag and: -their

s

have.not” policies hadiprevailed;
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e move than "100"billio'nj barrels;|

e oerdiily moretihana hundred:| o
- xyears-supply ‘is--available’ and; far |

ave: for 15" years  taken

normal domestic,

we might well have been out of
fuel now and entirely dependent
upon' our - potential ‘enemies for|
our petroleum supply.

Foreign Oil and Nafional Security
- Apparently all military author-
ities agree that, 1a the event of
war. Rugsia could take over the
Middle East oil {ields .within 60
days at a maximum. It would be
suicidal to allow ourselves to be-
come dependent upon the Middle
East source for the necessary fuel
in this country since once ex~-
ploration and development -had
ceased, the war could be lost be-
fore we could recover our present
position.

Many authorities agree that it
will: be ‘many- years before -the
natural underground ‘sources of
production have leveled off, if, in
fact, this condition: is' ever estab-
lished in our time.. But all agree
that, if the selective free trade
policy ‘adopted by: the State De-
partment is carried througii to a
logical conclusion; within a very|
few years -new . exploration -and
development will have so dimin-
ished that we wili definitely be
on. the way out as a major oil
producing nation.

- Steel Production

You are all cognizant of the de-
gree to which development and
exploration have been retarded

/| since thewar due to the shortage

of steel, The testimony before ouy |
National Resources Economic
'Committee last year disclosed
that we were approximately 70,000
wells ‘behind in’ normal drilling
.operations, ' ‘although . we were
shipping: steel to European areas
at the rate of 6 or 7 'million tons
annually.: While " this steel 'eould
be supplied from German plants
of a current capacity of 25 million’
tons ‘annually, we, by ~designed
policy, have' curiailed ‘production
to the present ‘level of  about 5
million: tons annual rate. :
All investigations, including my
own—I visjted the German plants
and coal mines: in -the Ruhr in
1947-indicate . that. - the - annual
production:of 7 o1 8 million addi-
tional toas -of steel needed in. Eu-
rope could be reached in Germany
within'a matter of months, simply
through an order by our govern-
ment reactivating that- arnount-of
additional, German' production:

“Spot” Shortage of Oil
1947 hearings by our Committee
proved' conclusively. that if we
could: retain' our own: steel pro-
duction: in. this ‘country that with~:
in-approximately ‘a year-and a

“['half “gas.pipe'lines could be con-

structed” 'from’ East. i Texas' .and
other: fields’ into: the northern in-
dustrial dreas: displacing . a“eon-
siderable” amount - of “:petroleum’
now: used-in:that area. Refineries
.could beestablished in the natural
gag.production areas, meufactur-

o ./ ing:gasoline from-the natural gas:|

andk: that. ' additional--necessary:
tankers::and tank ,.cars'-could: be:
manufactured. . This’ would ‘aveid
\the’ well+

oL oil:which: the evidence beforei

|our committee showed was usually |

due:solely to lack:of facilities' for'

stribution," The ‘pipe woitld: also'
be available for the' nécessary ex-
ploration’ and: “wild ‘cat’ drilling
‘which' is: indispensable in the dis-
covery. of additional ‘reserves.: . -
iz Shot From Ambush

I mention this unused German
steel capacity as a typical illustra=
tion of the uapredictable chain of
‘causation’, resulting’ from  govern=
ment::action; or" inaction ‘in -the’
field:of economics-and trade. This
seemingly; small -incident'in. our,
-policy with- respect to-the German

'serious nationwide:.repercussions
i1 our own economy; “Our’ govern-
ment; ~unfortunately - too: :often,
‘pursues’ the currently: fashionable
theory ‘that any-economic ailment

hown ¥spot” shortage:| -

economy, 3,000 miles away, caused |

can ‘be cured by law,-executive
order or a bureau regulation. No
individual ' or group can " fully
comprehend or envisage the {ull
diversified impact on the count-
less' . segments  of < tne -economy
when- Washington undertakes to
manipulate national policies af-
fecting production, marketing and
trade. S

Because of these indirect con-
sequences latent in every govern-
mental attempt te harness the laws
of-economics, . businessmen  hesi-
tate to engage in long-range plan-
ning involving 'capital expendi-
tures. Individuals or companies,
including ' petroleum, . minerals,
agriculture = and manufacturing
may have the best lawyers in the
world, 'complying with every
known law and regulation when
suddenly they are “shot from am-
bush” by a new.law or executive
order promulgated in Washington
under an emergency atmosphere.
The resulting impairment to the
business or industry is suffered
without fault or error on its part
but simply because we have no
principle 'which forbids changing
the rules while the ball is in mo-
ion, ; :

Federal Legislative Standards

No -one questions the necessity
for.Congress and the Federal Gov-
ernment entering the field of eco-
nomics and trade. But one has a
-right to assume’ that our' national
programs will be designed to safe-
guard the economic substance of
America- and to protect our pro-
‘ducers and workers from the ad-
verse effeets that emanate to our
shores’ from  the = disrupted..eco-
nomics eof foreign countries,
_"The strict application’ of these
principles as a standard of meas-
ure’ would require a- critical ‘re-
examination - of = several ‘of our
present trade policies, which have
beenr widely popularized by, in-
tensive propaganda.

Fallacy of. Gift-Loans: te Support
Foreign Trade

.- The present- emphasis on: ex-
porting solely for. the sake of ex-
porting, with payment being made
by our:own gift-loans, cannot last
long. : The current program of
making up the trade balance def-
icits -of: - the . world ' each  year
through cash’ as’ exemplified by
the: Marshall-Bevin plan ‘is con-
ducive'solely to bankruptey. =

"The Trade Agreements program
has run its course, as our remain-
ing tariff rates are now. so low
that our'markets are accessible to
all . the ~world and  consequently
we “have mo: further bargaining
‘power. ;

- The proposed International Trade
Organizations under which-57: na~
tions, each. with one vote, ‘would
gather: -together ‘once 'a year and
divide up ‘the remaining: markets
and':: ‘production. of the world
‘among 'themselves,. is. the .culmi-
nating step;in the present trend to
‘commit. this country.to free trade
-and to:complete the redistribution

Tidelands. | . ¢

y:100 years the shores
of ‘navigable waters: and the;oils
under: them ‘'were-naturally” taken
‘for granted. as- the: properties: ‘of
‘the “States, 'which: ineluded - the
riversi'and stream systems of ‘the

' Portnearl

nation.
.. This- ownership. by States was
taken: for granted and approved
manytimes through the courts on
the'long accepted: theory that any
powers  or authority net: specif-
Aically. transferred - to -the Govern-
ment 'of the United: States were
reserved. to the States. :
i'The: legal ‘fraternity . and" the

‘exeécutive departments. of the gov-

ernmient have applied this rule of
‘property continuously during that
time; .and . the ‘government itself
‘has:.in'.many special cases pur-
chased-and lease- such-lands from'
‘the’ States ‘for: Federal - use:

‘Even:the :Secretary of Interior

in 1933 is credited with inter-
preting the law 1o mean that:

1“Tit]e to the soil under the ocean
within the three-mile limit is in
the State of California and  the
'land may not be appropriated ex-
cept by authority of the State.”

From. an historical study .of the
situation, I think it may be rea~
sonably concluded that the Gov-
ernment of the United States filed
suit . ih  the Supreme Court to
change this long-established rul-
ing on the theory that the pe-
troleum and natural gas under
these lands were necessary. for the
security ' of ‘the government and
not on any basis of Constitutional
right,

This has been the plan of cer-
tain theorists for many years and
all markets and production have
been kept in a state of flux, with
np. definite ; national ~or- interna-
tional policy, purposely to bring
out the desired results.

It is my firm opinion that the
Congress. of the United States
should review this entire field.

Controlling Fundamental
Economic Laws ;
In closing:let me say that in my
opinion. it is time we again take
notice of the fundamental eco-
nomic laws which will ultimately
control. :

We have a selective free frade

{ policy promoted by the Stateé De-

partment while at tae same time
advocating a system of subsidies
from the tax-payers to keep the
domestic producer in business.

We have a Federal Reserve
Board pulting out 'low interest
government bonds ~and  buying
many-of such bonds back to sup-
port a shaky market.

We have an executive policy of
continually - advocating ' policieg
calling - for more money in. cir-
culation while calling loudly for
Congress. to cure inflation.

Common Interésts

The same adverse Federal pol-
icies affect not only the oil re-
serves- of - this country, thereby
endangering the very. security of
this nation, but affect alike the
wage-living = standards' of the
workers in the mineral, livestock,
textile, wood and woed products,
agricultural and. ultimately  the
processing and manufacturing in-
dustry of the country. 3

.Under - common sense Federal
policies encouraging exploration
and development of the actual and
- potential petroleum and gas fields
—and the synthetic fuels from oil
shale and from coal—it is impos-
sible for this nation to run out
of petroleum fuel in the foresee-:

We have no definite national or
international policy.

able future.

&

A Compleléd Secondary Reaction

52 days and the dis
0+
‘These reactions serve as safety
valves. They reduce speculation
to conservative proportions. Al
though - usually accompanied by
news events, the events are nearly

tance retraced

always found to be' a rationaliza=

tion of the decline rather than its
cause — the actual cause having
been overspeculation.

The Current- Reaction:

In analyzing the current reac-
tion, I find that.the preceeding
up-move lasted from March 15-
June 12 (D. J. Industrial aver-
ages) or for 88 calendar days. The
retracement to the ‘recent low
took 53 days and the distance re-
traced was 56%. :

All this put the current reaction
in' line - with ‘the average of all
past: secondary movements as to
time and distance lost. :

The News:

Insofar as news events are con-
cerned, there have: been: two new
items, and one that is always with
us. The latter is that eld bugaboo
— the DEPRESSION — so. freely
predicted ever since V-J Day —

‘the' others; the Russian situation

and the Administration’s anti-in-
flationary campaign. : ;

. The Russian: Situation:
Insefar' as the Russian situation

'is -concerned, I. have no special

sources- of information. I note;
however; that-the London Stock:
Market, traditionally: sensitive to
international news, has been ris-
ing sinee ‘July 17, surely a-sign
that best British finaneial opinion

‘does ‘not seemi to believe in' the|

imminence: of ' a: shooting war. We
believe that those .who:-do net

‘wish tor own stocks ‘during the
‘period: of our disagreements with

Russia.- will be out -of the market
for years to come, for all experi-
ence - with: totalitarian: govern-
ments shows that these govern-
ments: continually proveke: erises.

The Deflationary Program.

Had the President’s deflationary
program ' been enacted in toto,
business and the markets would:

-surely have been  unsettled for

some time {o come. However, very
little of it was: actually: placed -on
the - statute :books, as: .was.. fore-:

shadowed from the: outset.

(Continued. from first-page)

When Will the Boom End?

Nobody has ever fully explained
what causes the: end of a boom
period, but everyone has his own
opinion. . One observation, how=
ever, does seem- to stand the test
of experience: no serious depres-
sion in modern times has ever
begun while there was a redund-
ance‘of ‘money. = At the present
time, *'there certainly is  ample
money to go around—so much, in
fact, that in spite of a three-fold
increase of production (gross na-
tional product) since before the
war, prices are' still rising.

Nothing on the horizon indicates
a -money pinch. . As a matter of
fact, it would seem quite unlikely
that such a' pinch ' could occur
while the Federal Reserve keeps
its peg under governmentcbonds.
Since 1940 our money supply (U.
S.: Government funds - exéluded)
has risen from approximately $60
billion to about $170 billion. Since
Jan., 1946 ‘it has risen: about $20
billion  during a. period when no
government . -bonds . were . issued
and when $25 billion were actual-
ly retired. This new money came
into « being .through the govern-
ment purchase of gold and the
granting of loans: by commercial
banks to individuals. and. corpo-
rations.

- How long can this continue? In-
definitely, just so long as the peg
is maintained, .for with $60 billion
in ‘governments .in the "hands .of
the :banks.and a sure market.for
‘their’ sale—the amount . of' credit
which 'the banks can extend, thus
creating: new : money,: is- almost
limitless.
.- This’ great. supply. of funds will
‘continue ‘to- make effective a de-
.mand ‘which still réemains’ at: rec-
ord high levels.in the heavy in-
dustries, and - which  should " be
“further stimulated by the require-
ments of the ECA and national
defense programs, ‘ %
Conclusion

Since: the present decline has’
all the ear-marks of a completed
secondary reaction in a bull mar-

' ket, and since the news does not
appear to be-of a nature which
will change ‘the basic trend of the .
market—my opinion is that stocks.
_are a buy. . ; !

I would. favor:those industries
whose earnings still "are onh the
up-grade—steels; railroads; auto=
- mobilies; oils; ete: ok
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Thursday, 'September 2, 1948 Vs

e Securities «NOWL"i'n,'Rej;gi?str‘a’tion_ ’

INDICATES ADDITIONS SINCE PREVIOUS. ISSUE

PR

® . Acala Cotton Mills, Inc., San Francisco, Calif.

Aug. 26 (letter of notification): 22,000 shares of:common

stock (par $10); Price, par. No underwriting. - For con-
.. struction and equipping a mill. ’

", Air_Commuting, Inc., White Plains, N. Y.

June 17 (letter of notification) /1,060 shares of capit‘al‘

stock (no' par value), of which 600 shares will be’ snld
publicly at $100 per share. ‘Underwriter — Burnham &
Co, Preceeds—To be used to engage in limited helicop~
ter operation over routes which the company is presently
certificated to fly or in limited helicopter commercial
work. Postponed indefinitely,:

-« American Fidelity Fire Insurance Co., New York
July 2 (letter of notification) 20,000 shares 80c' non~
convertible ' preferred stock (par'$5). ' Price—$14 per
share, - Steckholders of . record, July 15 are given, the
right te subscribe to the stock on: basis of one new share:
of preferred for each share of preferred or four common
shares' held.: Rights . expire Sept.: 9, 1948. Expand fire
insurance business.. No underwriting. . = )

® Arel Inc., Si. Louis, Mo. ;

August 23 (letter of notification): 1,900 shares of 6%
cumulative preferred stock and 1,025 shares of common
stock.” Preferred will be sold to the public at $100 per
share, and  the common at $50. per share. No under-
writer. For additional working capital. .

®.. Arizona Edison Cempany, Inc., Phoenix, Ariz.
Aug. 25 (letter.of notification) 24,000 shares ($5 par)
common stock. Price—$12.50 per share, Underwriter—
Refsnes, Ely, Beck & Co., Phoenix, Ariz. ' Tc partially

yepay bank loans and to .provide funds for the construc-

ilion of, additions-and improvements-to, the company’s
properties. ;

Armstrong Rubber Co., West Haven, Conn.
June 30 (letter of -notification) 1,000 shares of 4% %
cumulative convertible preferred stock, ($50 par) and
2,000 shares of class A common stock. To be sold at $44
-and $11.75, respeetively. 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.

suly 8 (letter of notification) 1,000 shares of 434 % cumu-
lative convertible preferred stock ¢$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: |

@ . : Bannockburn Cooperators; Inc., Wash., D.: C.
Aug. 30 (letter of notification 92,250 shares of common
stock (par $1).-.Price, par. No underwriter. ' For the
development of a cooperative housing project on the site
_of a golf course, " - i T -

Berry (D. N.) Co., Denver, Colo. .

Aug. 13 (letter. of notification) 1,512,660 shares (10c:
par) common . stock. Offering—1,075,550 :shares will be

.offered to' the public, 222,000 shares. to employees and:
+215,110 -shares. will 'go :to the:underwriter, : Price—10
wcents per..share. ‘Underwriter—John G, Perry &::Co.
Proceeds—For  purchase :of. building  and = machinery,
_balance for working capital. ;

Borderminster Exploration Co. Ltd., Ottawa,

.1 Canada : :

June 2 filed 500,000 common shares ($1 par). Under-

- writer—Mark Daniels &.Co. Price—40c per share Cana-
1) dian'funds. Proceeds—For exploration of properties.

Boston Insurance Co., Boston, Mass.
August ‘11 filed 100,000 shares ($10 par). capital stock.
Offering—Offered for  subscription by stockholders of
“record July 28 on basis.of one new share for each three
.shares held. Rights will expire-about Sept. 17. Under-
writer——The - First Boston Corp. will purchase  unsub-
seribed 'stock. Proceeds—For additional capital funds.

®  Bridgehampton (N. Y.) Associates, Inc.

- Aug."24 (letter.of notificaticn) 1,384 shares of capital
""stock™ (no par). Price—$10 per share; Underwriting—
. None."' Pay mortgage indebtedness,

A4 BuhnerFertiIiier'Co., Inc., Sey.mour, ind.
~Aug. 11 (letter of notification) $300,000 sinking fund,

5% debentures, due  Aug. 1, 1958, ‘Underwriter—City -

‘- s.8ecurities. Corp..' Proceeds—to, redeem; $90,000 :of pres-

ioitiz

e

sently outstanding 5% sinking fund debentures and other.
;corporate purposes.’

Carpenter Papér Co., Omaha; Neb. :
August 19 filed 6,177 shares of 4% convertible preferred,

stock ($100 . par). « Offering—To .be " offered - to present

holders of preferred and common stocks and to the extent
unsubscribed by them, to certain key employees: and
officer’s . Price, by amendment.  Underwriting—None,
Proceeds—For additional working capital.

® Central Conditioning Corp., Clearwater, Fla.

August 24 (letter of notification) 1,970 shares of preferred
stock- and. 992. shares of common stock. Preferred to be
sold at $100 per share and common at $1 per share. No
underwriter, To start business of corporation. ¢

Central Maine Power Co.
Nov. 10 filed 180,000 shares ($10 par) common. . Under~
writing—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., In¢. and Kidder, Peabody & Co.
Offering—To be offered to 6% preferred and common
stockholders for subscription on ‘the basis of one-half
share of new common for each preferred share. and one-
tenth share of new common for each common share held.
Price by amendment. Proceeds—For construction and
repyament .of bank loans.

Central Power & Light Co.
Nov. 21 filed 40,000 shares ($100 par) cumulative pre-
ferred. Underwriters—Lehman Brothers; Glore, Forgan
*& Co.; Dewar, Robertson & Pancoast negotiated a pur-

" chase contract in April, 1948, but the SEC on July 27, .

1948; concluded that financing by the proposed preferred
stock issue is not necessary.

Century Electric Co., St. Louis, Mo.
August 23 (letter of notification) 25,000 shares ($10 par)
- common stock. Offering—Common stockholders of rec-
ord Sept. 7 will be given right to subscribe on or before
Oct. 29 on basis of ‘'one new -share for each 21 shares.
held at $12:per share. No underwriter. To increase

““working capital.

Chieftain Products, Inc., Brooklyn
Aug. 3 (letter of notification) 25,000 shares of common.
stock ‘and 20,000 warrants. Offering—10,000 shares- and
15,000 warrants. to be offered in units (one common
share and 11, warrants) at $2.75,per unit, the ‘balance
of 15,000 shares being. réserved for execcise -of 115,000
warrants, purchasers of which will have the right: for
four years: to purchase shares at $2.75.per share. Gen-
eral corporate  purposes.: - Undérwriter-~Dunne & Cox,
New York, G

® . Clarostat Mfg. Co.; Inc., Brooklyn, N. Y. (10/1):
Aug. 26 (letter of notification): 37,400 'shares of 50¢
cumulative: convertible: preferred.stock.: Underwriter-—
Cantor; Fitzgerald-& Co., Inc;, New: York: Price-—$8 per;
share. Werking capital, etc. % S ;

Gbl‘)‘alt_Mines_corp., Ngu(ark,, N. J, e
i July 26 (letter. of notification); 290,000 shares of ,common
=stoek: - ‘Price—$1 per :share; Underwriter—Charles W.
Warshoff & Co., Newark, N, J, To meet obligations.

Coleraine Ashestos Co. Ltd., Montreal, Canada’
Aug: 16 filed 200,000, shares of capital stock. Price—
50 cents per share in Canadian Currency. Underwrifer
—P. E. Frechette. Proceeds—For drilling operations.

Consumers Cooperative Assoc., Kansas City,
Missouri : : ;

Oct. 16 filed $3,000,000 non-dividend common stock ($25-
par); $6,000,000 of 3% five-year and 4% % 10-year
cumulative certificates of indebtedness; and $2,000,000 of
1% %. demand and 2% % 6 months cumulative loan cer-
tificates. No underwriting, Offering—Offered only to
stockholders and patrons and members. Priee—At face’
amount. - Proceeds—For acquisition of additional office
and plant facilities. ¢

Maine : - g ;
Aug. 16, (letter of notification)  $100,000- of 5-year .5%
convertible debentures, with non-detachable stock pur-
chase warrants; 10,000 shares of: common stock ($1 par)
~reserved for:conversion of-debentures;-and 10,000 -shares:
($1 par) common stock reserved for exercise of warrants;
“Underwriter—Minot, Kendall & Co. For working capital.

Douglass‘ AManufacturing Co., Inc., qutland,’
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- preferred stock. Price—par.

ance ‘for. related purposes..

® . Eastern Corp., Brewer; Me. : 2
August 26 filed 25,000 shares. ($10. par) common stock, '
Underwriter—Carl M. Loeb, Rhoades & Co. Proceeds—
To selling stockholders, ; ;

® Elder (Paul B.) Co., Bryan, Ohio

Aug. 26 (letter of notilication) 1,000 shares of cumula-
tive preferred stock (par $50). Price, par. No under-
writer. .To pay current. borrowings -from banks and
to provide .working capital. :

Eureka Williams Corp., Bloomington, Iil.
Aug. 9 (letter of notification) 4,700 shares (§$5 par) com-
mon stock. . Price—$6.25 per. share. No:.underwriter,
For working capital. !

- 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
April 16 filed 200,000 shares of treasury stock. Under=
writer—Mark Daniels & Co., Toronto. Price—$1 a share,

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
and 75,000 common shares. Company’s proceeds will ba
used for general corporate purposes. Effective May 5.

®  Founders 'Mutual Depositer Corp., Denver,
Colorado ;

Aug. 20 filed 600 systematic ‘payment plan certificates,
to be offered at.$1,500 each; full-paid plan certificates
_consisting of 75 accumulative plan certificates and 75
income plan certificates, both aggregating $124,400; and
beneficial interests in. Founders Mutual Fund, viz.: 50,000
systematic payment plan certificates, at market, $286,000;
20,000 accumulative plan certificates, at market, $124,400;
and 20,000 income plan certificates, at market, $124,400,

Fuller Brush Co., Hartford, Conn. i
July 12 (letter of notification) 3,000 shares of: ($100 par)
To raise working' capital -
and retire existing indebtedness. 'No. underwriting,

..Gauley Mountain: Coal- Co., New York . ./ .

" Aug. 13 (letter of notification) 6,093 .shares of capital

stock (par $10). Price, par, - Stockholders ‘of- record
Sept. 1: will be given right to subscribe at rate. of one
new share for each five shares held. Rights expire Oct.
15. Underwriting—None, - General improvements, etc. |

®. . General Stores. Advertising Co., Inc.; N. Y. |
Aug. 27 (letter of netification): 1,500 shares.of common
stock (par $100).° Price—$100 per share: - Underwriting—
None, Pay current: operating expenses, etc. bsli
@®. Group Housing Cooperative, Washington, D. C.
Aug. 30.(letter of notification): 900 shares of eommon
stock (par $5): Price, par. Underwriter, Bannockburn
Cooperators, Inc.:(which see). To pay administrative
expenses. and finance general educational work on co=
.operative housing. ik Wit

Hall (C. M.) Lamp Co., Detroit Aoy
Aug. 2 (letter of notification) 53,770 shares of common
stock (par $5) to be offered to stockholders of record
Aug. 30, at par. For advances to a subsidiary, Indiana
Die Castings, Inc,, and to improve shipping and storihg
facilities. No underwriting, ;

Heidelberg Sports Enterprises, Inc., I!
Pittsburgh, Pa. :
June 25 filed 2,041 shares of class. A common stock and
5,000 shares of class B common stock (par $100). Price
—Par ($100 per share). Underwriter—None, - Proceeds
—$600,000 to be used for spectator. grandstand and bale .

Heyden Chemical Corp., New York, N. Y.

June 29 filed ' 59,579 shares of cumulative: convertibla -
preferred stock. (no par) to be offered common, stock=
holders in the ratio of one share of preferred for-each 20 .
shares. of common' stock held.: Price—By ‘amendment; ' . |
Underwriter—A. G.. Becker & Co. will acquire ‘thé un« .
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“Qffering - postponed !

‘Holly ‘Sugar: corp. (9/45)

: 5August 19 filed 185,000 :shares ($30 par) cumulatxve pre-‘

‘=<ferred stock; ' convertible. into: ‘common' stock, - Under-
+.wwriter—Central Republic: Co., Inc. ‘Proeeeds—To ‘reduce

«,-«short-term- bank loans ‘of $16 900,000 “incurred for the

“spurpose of producing:and carrying inventories

i Hygenic Service Co., Boulder, Colo.

‘“August 16 ‘(letter of notification) $50,000 first mortgage

; 5% 20-year (closed) bond -issue. Underwriter—E. W.
Hughes & Co. For new plant construction and improve-
ment of existing plant.

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. Price—$300 per unit, consisting of two shares of
preferred and 10 shares of common stock. = Proceeds—To
erect and operate a bleached sulphate pulp mill with a
200-ton per day capacity.

; Indiana & Michigan Electric Co. (9/14)

July 14 filed $25,000,000 first mortgage bonds, due 1978,
“Underwriters—To be determined by competmve bid-
ding. Probable bidders: Halsey, Stuart & Co. Inc.; The
First Boston Corp.; Lehman Brothers; Dillon, Read & Co.
Inc.; Harriman Rxpley & Co: - Proceeds-—To prepay $6,-
000 000 of bank notes borrowed for  constructionand
$10, 000 000" borrowed by Indiana Service Corp. and as-
sumed by the company under a merger, and for treasury
funds. Bids—Bids for the purchsse of the bonds will
be received at office of American Gas & Electric Service,
Corp;; 30.Church St., New York, before 11:30 a.m, (EDT)
Sept. 14.

In:;rnatlonal Asbestos Co., Ltd., Sherbrooke,

ueb

* Fan. 30 filed 1,500,000 ‘shares ($1 par) common stock.’

Xnderwriter—Paul E. Frechette, Hartford, Conn.,, is the

' 0. S. authorized ‘agent and principal underwriter. Price
~—3$1 each, ' Proceeds—To " construct milling- plant and

/purchase equipment.

2 ‘Kansas Soya Products Co., Inc. (9/1)

.-Aug. 2 (letter of notification) 78,000 shares (25c par)
common stock and 1,925 shares of $5 cumulative pre-
ferred stock. Underwriter—-—Kenneth Van  Sickle, Inc
“For additional working capital. :

' Kold-Hold Manufacturing Co., Lansing, Mnch.
'Aug. 6 (letter of motification) 36,666 -shares - ($1 ‘par)

' .common: stock. Shares ‘will be | 1ssued to H. B. Johnson
" “and J, J.-McQuaid .on conversion of $55,000 of 5% con-
‘Underwriter—

v 'vertible “debenture -bonds,’ due '1955.

iy Juckley : Securities Corp.. -

- 4o sLamex-Chemical Corp.;. Birmmgham, Ala.
) ‘*Aug 23 (letter-of notification) .25,000.shares  ($5 par)
) ‘1 preferred and- 25,000 shares (10¢ ‘par) common. - To

be sold in units of ‘one share of common and one share

“i ofvpreferred .at.$5. per unit.. ‘Underwriter—Mallory Se-

: .c¥r1tres Corp. - For: working capital and the payment.--f :
i Aug. 20 filed 184,245 shares of common stock ($5 par).

: Lithium Corp., of Ameruea, Inc.,: aneapohs
Aug. 13 filed 100,000 shares of common stock ($1 par).

_‘'per share.. No underwrltmg Pxoceeds—For addltronal
- Fsworking capital;: " - 3
Maltine Co., New York {
Aug. 11 (letter of notification) 4, 8'71 common shares (par
. $1). Price—$15 per share, Stockholders of record Aug,

# 20 have the right to subscribe on basis of oné new share
i ‘for each 15 shares held. ‘Rights expire Sept. 20.’ Under-

* writing-—=None,

«. Additional .working capital,

: .Metropolitan Edison Co. (9/28) :
.. ‘August 19 filed $3,500,000 first mortgage bonds, due 1978,

and 40,000 shares ($100 par) cumulative preferred stock."

. dividends.

Pr eferred :

v»Proeeeds—'—-To be used in-part for im= Temporanly deferred.

: corporate purposes

Underwliters—»Names to be determmed through com= ¢
petltxve pidders.” Probable bidders for bonds "include

- The First Boston Corp.; Drexel & Co.; Glore, Forgan' &

'Co.; Halsey, Stuart & Co Inc.; Harriman Ripley & Co.,.
Inc Kidder, Peabody & Co.; Salomon Bros: & ‘Hutzler,
Bldders for preferred stock probably will include Drexel
‘& Co.; Glore, Forgan & Co.; Harriman Ripley & Co.; Kid-
der, Peabody & Co.; Salomon Bros. & Hutzler Smlth
Barney & Co., and Goldman, Sachs' & Co. (jointly).
Proceeds—To the proceeds company will add a $1,500,000
capital contribution from parent, General Public¢ Utili-
ties Corp. and use the money as follows: - $3,500,000 will
go for construction and improvements; $1,500, 000 will ‘be’
used as a partial payment to subsidiary, Edison Light &
Power Co., for purchased power, and $950,000 of this
$1,500,000 will be for Edison Light’s construction activi-
ties; and $3, 450 000 will be applied to 1mprovements on
the company’s facxhtles Expected Sept. 28.°
‘Midland  Cooperative Wholesale,
‘Minneapolis, 'Minn, . .

Aug. 9 filed 15,000 shares of Preferred stock. D, non-
cumulative ($100 par).  Underwriting—None. Sharea
areto be’sold at par,”plus a premium of $1, $2, and $3

“~for the second, third and fourth'quarters, respecnvely, :

in which they'are sold, representing an'allowance :for
Proceeds for additions. and 1mprovements.
inventery and accounts receivable, 4

[ @ "Minit-Man, ODeratmg .corp., New York (9/8)
: Aug:.30.(letter of nbtification) 300,000 shares:of vommon
1 stock *(par-$3) .
“New ¥York: Pnce—-$1 per’ shale “Working :capital; ac—

Undelwnter—»«Henry P.* Rosenfeld :Co.,

quisition, ete.
“National Battery Co.’

: .Iuly ‘14 filed 65,000 shares ($50 par) convertible. pre-

ferred -stock.” Prxce and -dividend, by amendment.’

" derwriters—Goldman, ‘Sachs ‘& Co., New York; Plper.
. Jaffray & Hopwood, ‘Minneapolis. Proceeds—To Tétire

'$3,000,000.0f bank loans and general corporate purpbsea,

‘National ‘Bond & Share ~(:orp (9/22-24)
Aug. 13 filed 31,600 shares (ne par):capital stock. Un-
derwnler——Blyth :& Co., Inc. ‘Proceeds—Stock .is to be’
sold: from the estates:of two deceased persons.

_ “National Tea ‘Co., Chicago . (9/18) |

Aug. 6 filed 128,230 common. shares ($10 par) Offering
—Common stockholders of record ‘Aug.’30, are entitled
to purchase, on. or before Sept. 15, one common ' share
for each five common shares held," at $20.50 per share.
"Certain stockholders have agreed to exercise their rights
to purchase 29,590 shares.. Any of the remaining 98,640
shares not purchased by .stockholders will. be taken up
by underwriters. Underwriters—Hemphill, Noyes & Co.
and Merrill Lynch, Pierce, Fenner & Beane. Proceeds—
To restore cash spent for veneral corporate purposes and
to finance modernlzatlon of stores.

® Northern lliinois Coal Corp., Chicacgo, lll.
Aug. 27 (letter of notification) not to exceed the balance
of 4,100 shares (no par) capital stock, out of 5,000 shares
for a total cash consideration of not more than $100,000.
No underwriter.

Official Fiims, 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¢) Price—$6 per unit, consisting of
one share of each.”‘Working capital and other: general
Underwnter i—Aetna’ Securities
Corp., New York.

Ohio ‘Edison Co., Akron, Ohio (9/21)
August 120 filed $12,000,000 first mortgage bonds, due
1978, and 285,713 shares’ of common stock. Underwriters
——Underwrltels of bonds will be determined through com-
petitive bidding. Probable bidders for the bonds: Mor-
gan Stanley & Co.; Glore, Forgan & Co.; Shields & Co.
and White, Weld & Co. (jointly); Halsey Stuart ‘& Co.
Inc. Ol’fermg—Stock will be offered for subscription by
common stockholders at rate of one share of each seven
shares held of record Sept. 22, Commonwealth & South-

- ern Corp. owns 90% of the outstanding common, Price—

:$27.50 per share. Proceeds—To make an additional $900,-
000 investment in its subsidiary, Pennsylvania Power
Co.; for construction of its own and its subsidiaries, and
for. prepayment of $3,125,000- of outstandmg instalment
notes, Expected Sept. 21.

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-
hc .or private offerings; and the remaining 40,000 shares
will -be publicly offered on a “best efforts basis” :on
scompletion-of the subscription of :the first /40,000. shares
and the company’s receipt of a license to do busmess in
North  Carolina. Proceeds——For general business ‘pur-
poses.

Pacific Coast-Aggregates, Inc., San Francisco,

rCalifornia

Underwriters—Blyth & Co., Inc.,, and Schwabacher &

. Co.. Offering—To be offered to common stockholders of
;Stock will be'sold to present ‘warrant holders for %3 " o g

record Sept. 15; in ratio of ‘one new share for each ‘three
shares held. nghts expire Sept. 30, Price—$4 per share.
Proceeds——For working capital.

Pacific Telephone & Telegraph Co. (9/21)

b August 20 filed $75,000,000 35-year debentures, due 1983.

Underwriters—Names to be determined through com-
petitive. bidding. 'Probable bidders; Morgan’ Stanley &
Co.; Halsey,’ Stuart &' Co. In¢.  Proceeds—To reimburse :

treasury for costs-of-improving -and. enlarging : telephone :

plant; to-repay advances from American Telephone &
Telegraph Co.. parent, and its bank borrowings: and hal-
ance to meet the costs of its own construction as well as

L Was put auptorisa

‘warrants,

' {hat of xts subsxdxary, Bell Telephone Co. of Nevada.
Expected Sept. 21,

® Pedco' Laboratories, Inc., Washington, D. C.
Aug. 27 (letter of notification) 200 shares (no par) com-~
mon stock. Price—$50 per share. -No underwriter, - For
benefit of Garrett W. Peck individually. ;

+ . Pennsylvania Power & Light Co.

-Aug. 17 filed '316,863 shares (no ‘'par) common stock

Underwriters—The First Boston Corp. and Drexel ‘o
Co. ' Gitering—Stock will be offered to common stock-
holders of record Sept. 8 at rate of one new share for’
each eight shares of common stock held, Rights will®

_expire at 3 pm, (EDT) -Sept. 23 Price by amendment.;

Proceeds—To finance company’s construction program.

® Pittsburgh (Pa.) Reflector Co.

Aug. 27 (letter of notification) 60,000 shares of common
class B stock (par $5). Price—$5 per share. Underwrit-
ing—None, Increase working capital ($60,000) and repay .
notes of $240,000 payable to Commonwealth Trust Co,
Pittsburgh.

‘Powers Oil & Drilling, Inc., Casper, Wyo.
July 14 (letter of notification) 800,000 shares (25¢ par)
common stock. - Price—25 cents per share. Underwrltct
—John"G. Perry & Co. For drilling operations, i

Public Service Electric & Gas Co. ‘
June 11 filed 200,000 shares ($100 par) cumulative pre-
ferred stock, l’ruoeeds—-For property ‘additions and i
provements. Bids—Company, ‘Aug. 4, received two bxds i

“son: the -proposed :issue’ of 200,000~ shares Jof preferred

stock; ‘but rejected both, ‘On - July 7; dast;- the-same issue’ .-
sale; but ‘the, management declined 1o
accept the bids: Aigroup-headed-by the Union Securities
Corp.;and White, Weld &.Co.von . Aug; 4 bid .100.80. fox
‘stock “with ‘2’ $4:50 -dividend, ‘wWhichcompared:with; the ..

"7 bid of 101.65 for: $4.40- ‘dividend stock “which. thiig graup
" was: prepared 'fo. submit. July 7.« Morgan Stanley:& Cao..:
¢ ‘zmd - associates hid

:100.55 for ; $4.50 ~dividend -stock,’ the
same-termsias they “were ‘prepared: to- bid: on July, 7.-

s Underwriting=—The ‘SEC 'on Aug.. 23 ‘exempted ‘the-pro-
. posed sale from the competitive- blddmg rule so that the: -

sale will be negotiated.:
‘Quebec ‘Oil Development  Ltd., Montreal, can.

'Aug 4 filed 2,000,000 shares of capital’stock, ($1:

Canadian: funds). Underwriter—Hiscox, Van Meter: &

' iCo., Inc. ~Price;$1 per share (United States funds). For

each 20,000 shares: ‘of “stock 's0id,  the -company - will :dé-
liver to the underwriter stock purchase'warrants en=
titling the holder'to purchase, on or before Sept.'1, 1950,
1,000 shares of capital stock of the company at $1. 50 pet
share Proceeds—For drilling operations. y
® Remington Corp., Cortland, ‘N. Y. (9/10) ’«
Aug. 31 (letter of notification) 5,620 shares of common
stock - (par $5). Price—§7.25 per share. Underwriters—=-
Eastman & Co. and Grabau-Buchman, Syracuse, N. Y,
will act as selling agents.’ Development of an condl—
tioning aunits, etc.
St. Anthony Mines Ltd., Toronto, Can.
Aug. 6 filed 1,088,843 common shares (par $1). Price,
40 cents per share Underwriter—Old Colony Secuutles
Ltd. of Toronto. Proceeds for gold mining operations.
Shoe Corp. of America, Columbus, O,
June 28 filed 25,000 shares of cumulative preferred stock
(no par), with class A common share purchase warrants
‘attached and 25,000 shares of common stock reserved: for
Underwrxter——Lee Higginson Corp. Proceedn
—For general corporate purposes. Indefinite, -»
Silver Ridge Mining Co., Ltd., Nelson, B. C.,
Canada
Aug. 24 filed 1,106,600 shares of common stock (50¢ par).
Underwrlters-—Harry P, Pearson, managing director .of
company, and Richard K. Fudge and Victor Semenza, ¢o~
partners of Pennaluna & Co. Price—30¢ per share U. S
funds. ' Proceeds—For exploration and other develop~-"
ment work, to pay off loans and for other purposes,

Southwestern Associated Telephone Co.

(9/ ;
Aug. 24 filed 22,000 shares of $2.60 cumulative (no par)
preferred stock.  Underwriters — Paine, Webber, Jack-

. son & Curtis; Stone & Webster Securities Corp.; Raus-
cher, Pierce' & Co.

Price 'by ‘amendment. Proceeds—
To pay, in part, bank loans used for construction. pur=
poses.

Squankum Feed Supply Co., Inc., Farmmgdale,

New Jersey

Aug. 4 (letter of notlflcatlon) $150,000 20- year 5%%
sinking  fund - debentures.  -Price—102, Working capi~
tal; etc. Underwriter—Fidelity Securities & Investment
Co Inc., ‘Asbury Park, N. J.

® 'State Bond & Mortgage Co., New Ulm, Mlnn.
“‘Aug. 30 (letter of notification) 460 shares ($100 par)
common stock. ' Price—$125 per share. = Present stock-
holders will'have right to purchase 46/54ths of ‘one share
for ‘each share owned ‘at the date of offering.  No under=
writing. To increase capital funds.

- @ Statton Furniture Manufacturing Co,,

‘Hagerstown, Md.

August 24 (letter of notification) 451 ‘shares ($100 par)
6% preferred stock, Price—$90 per share. Underwnter
—-Cohu & Co. For general working capital.

Sterling ' Oil & -Refining Corp. (9/7- 10) -
Aug. 10 filed $2,500,000 4% % income debentures, due
Oct. 1,1963 (with 10-year subscription'warrants. attached
for initial purchase by stockholders of 80,000 shares no
par common stock). Underwnter—Kldder ‘Peabody | &
' Co. will purchase all unsubscnbed debentures or stoek
warrants: for public ‘offering. = Proceeds—For. general
corporate purposes. [y
©® . Sumny. Hills Mutual Water Co., Fullerton, Callf.
Aug.:27: (letter of: notification) - 4,072 shares -($1 pal)
capital stock. . Price—$15.95 per share

(Continued on page 38) . i ™ s i¥® |
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April 2 filed 300,000 shares (par $1) preferred stock.
Underwriter—Mark Daniels & Co.,” Teronto, Canada.

Price—60 cents a share, Proceeds—For mine develop- -

. ments, ;
Tide Water Power Co., Wilmington, N, C.

derwriters—Union Securities Corp. and W. C. Langley &
Co. ' Price by amendment, Proceeds—For construction.
Indefinitely postponed. .

Toledo Edison -Co.

August 19 filed $5,L00,00 first mortgage bonds, due 1978.
Underwriters—Names to be determined through com-
petitive - bidding. Probable bidders include:
Stuart & Co. Inc.; The First Boston Corp. and Glore, For-
gan & Co. (jointly); Lehman Brothers and Bear, Stearns
& Co. (jointly); W. C. Langley & -Co.; Kidder, Peabody
;&z Co., and Whlte Weld & Co Pxoceeds—For construc-
ion. i 4

®  Toy Pop Corp., New York

Aug. 26 (lelter of notification) 150,000 shares of class A"

- (voting) - common. stock (par $1) Price—$1.25 per
share, Underwriter—Ackerman, Conte, Mattielli & Co.,
New York. = Purchase ‘of factory in Connecticut, pur-
chase of machinery, etc. )

Trenton: Chemical Co., Detroit, Mich.
(9/13-17)
Aug. 23 filed 175000 shares of 6% cumulative convert-
ible- Class B preference stock.($2 par). Underwriter—
Carr-& Co.,-Detroit.
yer share, Prooeeds—To ‘build ‘and-equip’ a plant and
‘replace workmg -capital.

United Cazualty Co., Cedar: Rapids.

August 18 (letter of . notification) 10,000 shares: of con-

vertible ecumulative: preferred stock ($10 par),with priv-
ilege of conversion-at any time ‘before’ redemption on a

. share-for-share basis for commen stock ($10 par). “To'be

offered at $25 per share ‘without underwriting.  To in-
crease capital and-surplus. :

United Utilities & Specialty Corp.

July 29 filed 41,000 shares of 5% cumulative convertible
preferred stock ($10-par)... Underwriters-—Herrick, Wad--
dell & Reed, Inc., and George R. Cooley & Co., Inc.
Proceeds—For general corporate purposes.

Verney Corp., quton, Mass.
August 20 filed 100,000 shares of ($2.50 par) common

stock owned by Gilbert Verney, company President.:
Underwriters: White, Weld & Co.; F. S. Moseley & Co.,"

and Paine, Webber, Jackson & Curtls Price, by amend-

"(Contintied from page 37) .. i g
Tabor Lake Gold Mines, Ltd., Tomnto. Canada ‘

Halsey,

‘Offering—To be offered ;at $2.25*

‘bonds, due 1963: Underwmer—Drexel & Co.

® ‘Walker.u(.l.»R_.) ‘& Sons, Inc.; Reno, Nev. {
Aug, 27 (letter of notification) 8,000 shares of non-assess- |
aple common stock (par $10).: Price, par. To retire ir-
debtedness, purchase addmonal building supphes and !
for werking fund.

Western Fioneer Automobﬂe lnsurance o P
Oakland, Caiif.

July 30 filed 80,000 shares (no par) common stock..Un- Aug. 25 filed 18,000 shares of common BtOCk (par $10) !

lJnderwxitlng——None Price—$20 per shdre Proceeds—- i
Engage in automobile insurance.

®  Western Royalty Co., Denver, Colo.

Aug. 26 (letter of notification) 50,000 shares of common @
stock (par $1). Price—S$1 per share. No underwriter.
For operations and to acquire interests:

® Wesutern World Industries Inc., Salt Lake City, '
tah- .

Aug. 27 (letter of notification) 10,000 shares non-assess- -

able common stock (20¢ par). Price—50¢. No under-:

writer. To make a loan.

" Whitman .(Stephen F.) & Sons, Inc,, Phila.:
Aug. 16 (letter of notification) 1,000 shares of 2nd 5% ' .
preferred stock (par $100).  Price, par.  Underwriter— |

A. C. Wood, Jt;; & Co., Phlladelphm Proceeds-—To sell-"
ing stockholders 3 i

Wlsconsm Power & Light co. ik

JAug. i7 filed $5,000,000 first mortgage: bonds, series. Sen

due 1978, and 320,232 shares ($10. par): common. stock.;
Underwrltinv-—Bonds will be sold at competxtxve sbidding: |
Probable bidders:; Halsey, Stuart-i&-Co, . Inc
Brothers; Salcmon  Bros: Hutzler"Blyth & Ca.;Ine.;t
Wheelock & Cummins, Inc.; Glore, Forgan: & Co. and+
Harriman Ripley & Co., Inc; (jointly); Shields. & Co.;h.
‘White, Weld & Ca. and Kldder Peabady & Co. (jointly);!
Harm Hall & Co, (Inc.); The First Boston Corpy:.. Offer-:
ing—The addilional shares of’ «common:stock .are to. be:;
offered 'to common, stockholders of' record Sept. 3 “for
subscription at$13.50 per share at the rate’of one addi- "
tional share for each four shares held.: Proceeds—To
reimburse company for construction expenditures made
or to: be made, except thal $494.000 will:be used to pre-*
pay a like: amount of outstanding :2%. serial notes. . 4

Wood (Alan) Steel Co. (7/16-22)
Aug, 25 filed $6,300,000 first mortgage. sinking: fund
Proceeds—
Will be used, together with ireasury funds, to complete:
the purchase and. installation of a 30-inch hot-rolled.
strip mill and the constructron of aceessory equipment.:

Yeakley Oil Co., "Alamosa; Colo.

April 30 filed 10.000 shares of common stock (par $10) ;
Underwriting—None. Price—$10 per share. Proceeds—

s~ Lehman’ i

- Prospective OHenngs .

® Central & South West COrp. !
Sept. 21" steckholders ‘will 'vote on increasing authorlzod
capital stock from: 6;600,000- shares 1o :8,000.000 shares
(par '$5). The curporation contemplates the issue and
sale in 1948 of approximately 660,000 additional shares
of: common' stock; ‘such . shares 4o bhe oftered in the’ first
instance to the stockhelders for subscription by them on
the basis of one new share for each 19 shares held: The
net proceeds of the sale will be invested in the common
stock cquity of ‘Southwestern Gas & Electric Co. and
of Central Power & Light Co.

®  Detroit Edison Company :
October 26 stockholders will vote on approving .an. 1ssue
of. $47,000,000 of convertible ‘debentures, ‘Proceeds will
provide: the company’ with:sufficient construction funds
to carry it until late m 1949 ‘on the $100,000,000 expan—
sion program which is under way, Pmbable bidd:
The First Boston Corp.; Halsey, Stuart & Co. Inc.; Dill n,

i
{

Read & Co.; Coffin & Burr, Inc., and Spencex Trask & i

. Co, (101nt1y)

@  New York Central RR. (9/13) . ‘ i

The company, has issued ‘invitations for ‘bids fo: Be fe=
ceived. Sept. 13- for:$13,800,000 equipment trust certifi-
cates.. The certificates will' be dated Sept:-15..1948, and

are lo mature in 10 equal ansiual instalments from Sept )
15, 1949 to Sept. 15, 1958. 'Probable: bidders: Halsey, |

Stuart & Co. Ine; The- First Boston Corp.; Salomon Brbs. ' ||
‘(&: Huttlﬂfl Harrlman R\pley & Co and Lchmcm Brothgls
jointly s X

® - Pressed. Metals-rof —Amerlca, lnc. z
Sept 15 stockholders” will ‘vote”on creating an issue
67,500 shares -of 15% cumulative “convertible” prefern
(non-participating)- stock (par -$20) "and on increasi
authorized  common. -t6- provide . preferred  -eenversi
Tentatn ‘underwriting . arrangements have. been. made
s expected that: $1,200,000 wm,ibé'rmaeu wh.lch
mll be ‘used for, expam).on puxposes.
‘Southern’'Railway \(9/29) § ;o
August 26 reported- company. ‘has,. under consxderatnon g
. plans for sale of approximately: $8,700 000 in‘equipment
trust certificates. ‘The offering, it is expected, will come
up for: bidding on or about Sept..29. Probable bidders:
Harriman Ripley &' Co. and Lehman Brothers (]Omﬂy),
‘Halsey, Stuart & Co. Inc.:"Salomon Bros, & ‘Hutzler; Tng -
First Boston Corp.; Kuhn Loeb' & Co., and Blyth &
Co., Inc. - ;
® Wheeling & Lake Erie Ry. (9/8)
Company will receive bids up to noon Sept. 8 for the
purchase of $1,600,000 equ1pment trust certmcates, series
Q, to be dated Sept 1948, and due semi-annually
March 15, 1649-Sept. 15 1958 Piobable bidders: Halsey, ©
Stuart & Co. Inc; Harrls Hall & Co. (Inc.); Salomon

o

= mendous -

ment

. Mainly for development.

Brothers (Jomtly)

Bros.: & Hutzler; Harrlman Ripley & Co. antd Lehman

Fact Finding in California

(Continued from- ‘pare 8)
ending :machinery in Wash1ng~
on, $1,429,000,000. This is a bur-
den costmg about two-and-a-half
times what the California state
and local governments cost.

“Every time you turn around
there’s a Federal 'man at your el-
bow out here,” a farmer said to
me this morning. “We only want
about one out of ten of them, but
they’re forced on us. Why, I guess
it’s :as bad today as it.was before
the Revolutionary, War, when the
American settlers were called on
to quarter ‘the British soldiers:
We've got: more Federal people
out here in California, living on
us, than there were soldlers in
the British Army, And certainly
Washington, D. C,, is'as far from
California as London was from
Bunker Hill.”

People Show Resentment
That’s what I find on people’s

minds across our country. People |.

who live in each community, and
who are having a hard: time: just
getting 'along, resent : carrying

regiment after regiment of these,

Washington © Redcoats: on‘ their
backs.
them right here ‘in’ this' state." I
don’t know how many there are
in this county alone.

Ten years ago. the cost of the
Federal government in-this coun~

ty-was about one-half ‘the com-{|
bined " cost’-of  the: state, ‘county’|"

and city governments, mstead of
two-and-half times; as it is today.

You' can see how  this..immense:

Federal ' balloon: ‘has gone " up,
creating inflation- llke gas in the
balloon: itself.

- Compare these Federal taxes/to |’

factory pay rolls: This is-a tre=
‘manufacturing . ‘com=]
. _munity. I 'was in an im.;ense Los’

-Angeles aircraft nlant. Thousands:
of men and women are em.ployed

igitized for FRASER

There are over 200,000 of

and at good wages. The pay roll
is very large.

A great deal of money is in-
volved in the pay rolls of ‘this
county’s -manufacturing enter-
-prises. Last year the factory pay
rolls totaled over $653,000,000.
Yet Federal taxes, drained off to
Washington, D. C., were over
twice the total amount of the pay
rolls. That may give you an idea
of the size of the Federal tax bur-
den.

The Washington bill levied on
this ‘community represents more
than twice the value of all build-
ing ‘permits sought for building
up the community itself. The Fed-
eral tax burden on the people is
more-than six times the value of
all farm products produced in the
county. - It is more than seven
times the value of all crude oil
produced. ' Similar - comparisons
inag.be made here and across our

and.

How. Long  Can This Ge On?
«Can we; in‘our-towns-and work=

places; go. on. with-a burden-like |
this indefinitely?-How. can-work=/

ing people expect to carry such
'Federal extravagance on -their
backs. and /still' have -enough left
for good local government, right
on the spot where they themselves
live, and where they’re supporting
so many ‘Washington Redcoats that
they  can’t'-even- lxve as they
should,

‘This is thé Kind of thing that:

broke modern- Franee: It will

bréak ‘any “country and its hard-:
pressed people- 1f ‘1’1: contmues lonc ¥

enough.

‘What Kind of “Plannmg” Is This?
History - proves 'how 'right ' our,
‘people:’are. in : ‘getting = gun-shy;
about these costs for Federal.gov--

ernment: by remote contrel.:Look

at. Germany. Germany.had a. big|

government in Berlin that dealt in

the affairs of every township, Italy
had big government in Rome
sucking at the roots of each com-
munity. Russia -has the same kind
of "big government. ‘Britain has
gone. overboard ' for big ‘govern-
ment and is building one—and
look at. the mess in England.

1t all adds:up to the same thing
—dictatorship by the few instead
of dictatorship by the millions,
planning :for everybody from the
top instead of grass-roots plan-
ning by the people themselves, in
their-own American way.

A government-planned economy
is a system' which keeps you from

doing what yeu plan.to do. How |
good is: that kind ‘of ‘planning? |

How ‘well has it worked in:these
other countries? :

A Iot ‘of -dishenest oratory has
attempted to put over the idea:
that big buildings.and big govern-

|ment, in-a big capital town, will

do everything for everybody. Ae-
tually the real chaneces.in:life-of
people  who.. worked  across: :the
land- are being taken from: them
by: the wvery apparatus which+has
been :praised 1o sound; llke thenr
salvauon

Problem Net Par&xsan b

This is not a partlsan problem-—
a question -lof . Republicans. . 0¥ |
Democrats. It’s a basic problem of

good goverament, en-the: realiza- |-

tion of which we:must- depend for‘
better times: ¢ ;.
The best «gwerned people are‘r

the least governed:.

In “your 'land ~and:mine." “phast
government. should: he:local: “The.

act -of  governing should be: per-|.

formed as close as possible ito our
-own’ homes, 'where its’-resul

.good- and - bad,".can ‘he: seen: and:

checked - up:-on. - That’s, »why.:
have.state - governments..in. . this
republic; “It’s the reason:why our.

' founding fathers founded states: .

CER S

NYSE Opens Office for

Draft Registrations

To expedite registration fo
Selective Service and at the same
time to make, such registraton
convenient for employees of the
New York Stock Exchange and of
New' York -City member: firms
central headquarters for this pur-

pose have been established on the| '

first floor of the 24 Broad Street
building, in cooperation with: the

New York City Selective Service'
Board., Registration at this point
by eligible.employees. obviates the
necessity of registering else-
where,"

Any employee of the Exchange
or of a member fnm .who is-re-,
‘quired: to reglster may . do so at
this special. registration headquar-,
ters between the hours of 9:00 am;
and 4:00 p.m,, at the convenience
of the individual ‘employée. and
firm. - Employees may ‘register: at |4

this’ special headquarters on any

day regardless of -age: group or.
re51dence
This office will-be staffed wath

la. view to’ expedttmg as well as|

vcentrahzmg reglstratxon (An ade-{
quate staff -of. reglstrars w1ll fbe
available, :
Col

City, ‘hias. appointed. Mr .J.:Horace
Block a member of the Exchamga,

harge» of ‘the. special Member | g ..

TNy reglstratlon headquarters

1T Sebald

(Snerisl to THE: FINANGIAL Cunowmr:)

,fxces it 11' South Main Stre 1t

okt

Candlér Cobb Select_lve
1Serv1ce Director  for. New York|.

With Meriill Lynch Firm

(Special to THE FINANCIAL CHIONICLE)

MIAMI BEACH, FLA.— Louis
H. Tea has become connected
with ‘Merrill Lynch, Pierce, Fen-
ner: & Beane, Lincoln Building.
He was formerly thh Daniel .
Rlce & Co.

Holt & Collins'_ Adds ;
(Special - to. THE! FINANCIAL  CHAONICLEY

SAN FRANCISCO. CAL.~“Holf
& Collins, Russ Building, mrem=
bers of the San Francisco and Los

‘Angeles: Stock  Exchanges, have
added. William M. Donnelly, J1 -
to .their staff,

Two With Herrick Waddelll

(Special:-to. Te FiNadcray  CHeoNtoLe) !

- CHICAGO, ILL.--James A.
Dekae and: Rodney L Pricé ‘are
now' with Hemck, “Waddell ' &
Reed, Inc;, 332 South M!cmgan
Avenue by

v V ‘Shaw- O

(Special  to Tue’ FINANCIAL: Cmovm’nz)
¥ ‘FALMOUTH, ME, e V.
_|.Shaw is. engagmg in the securities,
‘business’ from ofimes on. Edge-
:water Road.: -He - was formerly
w1th Geo F West & Son

' -Wxth A.E. Aub & Co, ,
- {8peial o’ PrE- Finawomt C’Hio‘ucw"
- CINCINNATL ‘OHIO &—A;ﬁred
Bet/tm:in‘ ‘has’ ‘joined: the staffi of
fAL E Aub ‘& Cu.,,Umon ’Trust

Fie

W&thw J Kelsey‘Co

(Spectal to’ ”I‘Htrri“m[wtlu. cﬁvomm;s
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Reporter’s
Report

000, 000 of convertlble debentures
mto 'sight.
Shareholders will ‘be zasked to

i authomze that' issue -and .¢change

the .common ;stock ‘to:no par from
the - present- $20 parity.’ Funds
raised from the:sale of :the .deben-
tures ‘would sput the i:company in
funds ‘to «carry :through its .con-
struction program well into ithe
new -year.

tl‘hus far the investment market
has not been seriously’ disturbed

by the recent.actions of the Treas=|i

ury ;and  the  Federal - Reserve
Board .in movmg ‘to .curb bank
credit expansionas ‘their contrib-
utions o the istopsinflation” drive.
With' ‘minor ' adjustments- :the
corporate  market ‘has remained
~ralatively  firm and - Treasuries;
‘likewise, have steadied after: their
unsettling -movement | m the waka
of ithe ‘news.
TP Market <observers, Jlowever,
xrecognize  :that - “one - ~swallow
- does ‘not :make a ‘summer” and -
#hey are awaiting ‘a’more-defi- -
“'nite est of -conditions in the:
sweeks ahead .once the prevail-
Ang summer lull ha,s xrun -its
course.

‘ Naturally, all eyes ‘are 'focused
on‘the government market for.any
indication'.of a possible follow-up
move, if necessary, to lower: the
“peg” on bank eligibles, - -

© “To date the corporate market

thas ‘been  virtually free -of ‘any"
amarked selling -pressure ‘and the
monsensus - is -that it will:‘eon-

‘tinue to hold an even:keel un-
‘less, of course, the support level
#for Treasuries chould be shaved.

Such a move naturally ' would

‘be_expected to provoke some .
m\easure of general adjustment.

. Since the new issue /market
;will have little to -offer  for
“another week or more pertfolio
sexperts_probably will ‘be scan-
*ning the seasoned list in the in-
:ferval seeking out opportum-
' ties.
Direct Negotiations

. From current conjecture it ap-
pears that investment bankers are

destined to be plagued by the

spectacle of -a  substantial out-
¢ropping of directly negotiated
Joans «in the months 'ahead. '

Reports indicate that a. rather:
,hberal schedule of such nego-
{ tiations ‘is' underway ‘between
‘ potential borrowers and lenders
which would eliminate the task-
,-of distribution normally under-"
#aken by the investment under-
“writers.
i Those, claiming to have leads
on a number of such deals expect
#4he vanguard of this type financ-
» dng . will ‘be -disclosed -within -a
ibrief ,period :after the .Labor:Day
- Aoliday passes.

7 Utilities Top ‘List
The first new issue destined to

wome up for: competitive bIdS._

fonce  the current’ lull —ends;
. findiana & Michigan Electrie Co;
#25,000,000 of new “first mortgage |
ebonds, due 1978..
v Bankers. are Slated 1o~ compete
.Horithat issue on ‘or about-Sept. 14,
1 a ;-week from next Tuesday

000 of bank notes; mcurred 10 fl-
'nance const1 uction; plus $10,000,~

000 borrowed by Indiana:Service |’

Corp,: and assumed by the first-
" mentioned company through
merger. The balance would ' go
* into general .txeasury funds.
I A week later, on:Bept. 21,
Ll'aclflc Telephone & ‘Telegraph.
|k(;o, is slatedto open‘bids for
875,000,000 of new ' 35-year e~ -
shentures to provide funds for
wepayment of advances by

American - Telephone & Tele="| -

graph Co. and to meet new con-
struction costs.
b Detroit Edison rCo. o

fCalling of a. special meeting by
Detroit “Edison ' Co., for+ Oct. :26

! bmngs another large xssue, $47-

pitized for FRASER
p:/fraser:stlotisfed.org/

‘Northwestern Bank Bulldlng,

- Dealer-Broker
: P
“Recommendations
{(Continued from ‘page 8)
American Cyanamid; ‘Texas Com-

pany .and .a hst .of interesting
Dwndend Jpayers.

Argus Research &00rp %/Axfhlyéis
~~Collin; ‘Norton & Co;, Gardner
‘Bulldmg, Toledo 4, Ohxo

[ Avco Manufa,ctunng’ Oorp.
Memorandum——A M. Kidder &
Co,, .1 ‘Wall Street, New York :5,
N.'Y. ;

| Brooklyn  :Union iGas :Co. -
Analvs1s-—~1ra Haupt & /Co., 111
Broadway, New York 6, N.*

. iBurroughs Adding ‘Machine Co.
+ Special ‘memorandum ~—Sutro’
Bros, & Co,, 120 Broadway, New
York:5, N 'Y :

Tederal ’Water ‘and “Gas . Corp.
Analysns—Crowe‘l Weedon & Co.,

1650:South:Spring-Street, Los An:|

geles 14, Callf

‘Ferry «Cap & ‘Bet Screw Co.—
Analysis—Bennett, Spanier & Co.,
Inc., 105 South La -Salle ‘Street,
Chicago'3, IIL

Fireman’s Fund Insorance Co.—
Bulletin—Laird, Bissell & Meeds,
120 Broadway, New York 5, N. Y.

‘Harris-Seybold "Co.—Memoran-

dum-—in current issue of “Rail-
‘Other Quotations”— |

road .and
B. W. ‘Pizzini & Co., 25 Broad
Street, New York 4, N Y.

In the same issue is information
on-Joseph ‘Bancroft & Sons «o..

‘Kansas City /Fire «& Marine :In-

l'snrance Co.—~—Memorandum—-First |
iBoston’ Corp, 100 Broadway, New‘
[York 5, N. Y

Leonard Refineries; Ine,—Circu- |

lar—George Birkins Company, ‘40
Exchange Place, New York:5,N.Y.

. Long ;Bell ‘Lumber :Company—

‘New analysis—~Comstock . & Co.,

231 South La :Salle Street, Chi-
cago 4, TIIl. y

‘Manufacturers "Trust ‘Co.——Ana-
lytical study —Paine,  Webber,
Jackson & Curtis, 25; Broad Street,
New York "4, N. 5'd

‘Also. availablé ‘is a special bul=

Jetin-on JFederal xDepout.Jnsur-
5 |atce.

“Maule: lndustrles, Ane,~Circular
—Aetna-Securltxes'Corp a1
Broadway, New York 6, N Y :

2

anen.pnhs 1Gas #Co. —-Wnteup

'--—A C.Allyn' and <Co:; ‘Inc,, 109

West Monroe Street Chlcago

:Ill

aneapolis Gas +Co, ——Memo-
randum—Charles™ A;“-Fuller, :Go,,.

aneapohs 2, Minn.

«aneapohs “Gas: (}o —Brief de-
scription .of company-and its pros-
pects—Kalman & Co., Inc., Mc-
nght Bldg., aneapohs 1, Minn,

SITUATION WANTED

" .UNLISTED TRADER

Seeks . position == 15 ‘years’ experience ijin
active trading——has '‘many - contactge
presently; emj:loyed Capabl . of .organ-
izing ‘and  managing .own department
Box - 826, : Commercial ‘& - Fi 1

‘| ~—~Maxwell; ‘Marshall ..& :Co.,

"ldum .on ' “General ‘Electric
Electricity Utility Operating com- ||
:mens and JAndustrial preferreds.

Parker 'Appliance Company -’
circular — du Pont, Homsey .Co.
81 Milk- Street, Boston 9, Mass,

Philip Carey Manufacturing Co.
—Analysis—William A. Fuller &
Co,; '209 ‘South La Salle Street,
:Chicago 4, II.

alysis—Russ & .Co., :Inc,; Alamo
National Buudmg, San Antonio 5,

| Texas.

Plomb Tool (Co —Detailed study
647
South’Spring . Street Los Angeles
14, Callf 2

Puget ‘Seund Power & Light Co,

Co., 300 "North Fourth Street St.
Loms 2, Mo.

~—Analysis—Smith, Barney :& ‘Co.;
14 Wall ‘Street, New York 5, N. Y.

York 4, N. Y.
-DIVIDEND ‘NOTICES

w.York, :September 1,

1#$3.) . persnare -on the Capital Stock .of ‘this
Company. :for.
30, 1948, payable on

Octcber 1948

ness ‘September 8,
MATTHEW T, MUR.RAY Secretary.

HOMESTAKE "MINING :COMPANY
DIVIDEND No. 869
The Board of Directors has declared dividend
No, 869 of fifty cents ($.50) per share of
$12:.50 ‘par -value -Capital #510¢K, payapie +3ep-
tember 17,1948 to stuckholdel‘s ox record 3:00
ock *P. M., September 1, 194
Checks will be ‘mailed by’ Irvmg Trust Com-
ipany, Dividend ‘Disbursing . Agent.. 2
JOHN W, HAMILTON Secretary
JAugust 17, 1948

J. I Case Company
(Incorporated)

acine, Wis., August 31, 1948.
A dlvldend ol $1.75 per share upon -the out-

.| standing Preferred Stock of this Company has

| been declared payable .October 1, 11948, and a
\dividend of -40c per share upon the "outstanding
$25.par value Common Stock of this Company
has :been .declared payable October 1, 1948, to

September 11, 19
WM. B. PETERS Secretary.

Allied Chemical & Dye Corporation
61Broadway, New York

August 31, 1948

Allied Chemical :& Dye  Corporation
“has declared quatterly dividend:No.:110
.of iOne Dollar and Fifty.Cents ($1.50)
:per. share onithe Common Stock of the
any, payable September 20, 19438,

to common stockholders.of- record at the
close, of business September 10, 1948,
'W. C. KING, Secretary

AMERICAN LOCOMOTIVE COMPANY

80 Chareh Strect New YorkB, N. X,

PrerERRED Divinenp No.-161

;+.CoMmoN  DivibEnD No, 93
*{Dividends :of ;one- dollar .seventy five . cents
($1.75) per. share on the Preferred Stock .and
sof ithirty. five. cents.(35¢) -per share on ‘the '
Common Stock of this Company have:been de-
clared payable October.1; 1948 to holders .of
record ‘at the close. of busmeas of-September: 9,
1948, Transfer books will not be closed,

CARL A, SDNDBLRG

Angust '2 6,11948 Secretary .

‘ ﬁ(gI;T.leANCIAl’(ORPORA.TION'

\ Dividend.on Common Stock

of IC. 1. T.. FINANCIAL CORPORATION,

;payable October 1, 1948, to stockholders: of :

gecord at the close of husiness September. 10,
41948, The transfer books will not close. Checks
will be mailed.

Angust 26, 1948,

Chromcle, 25" Paxk Place, New York 8.

. Pickering  Lumber ‘Corp.—An-

-—Analysis—Edward D. .Jones & |

Seaboard Alr Line Rallroad Co. j

/. Also:.available is a memoran- |
iCa., |!

Security Banknote eCompany;— |
Memorandum — Homer :Q’Connell ||
& “Co,, Inc,, 25 Broad ‘Street, New

GUARANTY TRUST:COMPANY OF NEW YORK

Ne 1948.
The Board of . Directors -has this ‘day" de- |l
clared :a :quarterly dividend .of Three . Dollars-|

-the ‘quarter endim;l beptemb{n :
, 01
stockholders - of -record at: the close .of busi~ |

holders ‘ of record at the close -of = business

A.quarterly dividend of 50 cents per share in I
cash has 'been declared on the.Common.Stock |,

FRED W.HAUTAU, Treasurer |

. Silver Creek Precision Corp.—
Data—Heimerdinger & ‘Straus, 150
Broad Street, New York 4, N. Y.

J. P. Stevens & Co.—-—Menhran-

. .

Morgan Stanley & Co.,

2 Wall
‘Street, New York ‘5, N, Y.

i ‘Taylor {nstrument .Cos,—Cir-
‘cular--John B. Dunbar & Co., 634
1South ‘Spring Street Los Angeles
14, Calif.

Also' available is a Jeaflet :of
imarket ‘opinion,

Winters & :Crampton Corp, —
/Analysis—C. E. Unterberg & -Co.
{61 Broadway, New York 6, N. Y

Also available is .an ;analysis .0/
{Miles Shoes, Inc.

DIVIDEND ‘NOTICES

EATON & HOWARD
BALANCED FUND |

The Trustees jhave .declared §
.adividend .of ' twenty cents:
($.20) a shave, payable Sep-
tember 25, 1948, to’sharehold- |
ers of record at the close of !
business September 15, 1948.
24 ‘Feier: ll Street, ‘Boston 3
b |

EATI.)N & HOWARD
STOCK FUND o

The . Trustees .have declared ’|
a dividend :of ten-cents ($.10)
.a‘share, payalle’September 25, |
1948,:to shareholders of 1ecord
at the close .of business Sep
tember <15, 1948,

24 Federal Street, Boston

'THEATRES EVE.RYWHERE N
* Secptember 1, 1948
THF Board of Directors has declared a
quarterly dividend .of 3714 per share
_on_the outstanding :Common 'Stock ,of ‘the -
Company, -payable .on September: 30th,
1948, to stockholders.of record at the close
.of shusiness -on -Septembér 10th, 1948,
-Checks will he mailed.
CHARLES C, l\IOSKOWITZ
Vice President & Treasurer

 DIVIDEND NOTICES

dum — Harriman Ripley &  Co.;
{\?C., 63 ‘Wall Street, New York 5,

J.'P. Stevens & ;00.—Circular— |

IN'I‘sERNATlONAI.
HARVESTER
COMPANY

The Directors of International Harvester

iCompany.have declared a quarterly divi-

dend of thirty-five cents (35¢) per share
on the common stock payable Octgher 15,
1948,:to stockholders of record at the close
.of business on September 15,1948,

‘GERARD J. EGER, Secretary .

IRVING TRUST *
COMPANY
One Wall Street, Now York
. August 26,1948
The Board .of :Directors has this
daydeclared a qnarterly.dividend
s0f 20 cents per share on the eapi-
Lal stock .of ‘this \Company,  par
$10., payable Octoher 1, 1948, to
stockholders ofrecordatthe close
.of husiness September .7, 1948.
STEPHEN G. KENT, Secretary

ANTERSTATE POWER
COMPANY

DUBUQUE, .IOWA ‘

LOEW'S INCORPORATED |

Notice of Dividend
The Board of Directors has de-
clared -an initial:dividend .of 15¢
per share on the .oufstanding
Common * Stock, .payable .on
September: 20, 1948, ito  stock-
‘holders of record on Septem-
ber10, 1948, The transfer booLs
- will .not he closed,
{OSCAR SOLBERG, Treasurer

August 30, 1948

)

United ‘States
Plywood
Corporation

For .the quarter .ended July 31,
dividend ‘of .26¢ per -share ion <the .outstand-

been declared = payable ‘October 11, '1948,
ness October 1, 1948,

IM ON OTTINGER,
‘New ‘York, -N. ¥., September 1,

Secretary,:
1948.

Wicaira River O
‘CORPORATION
Dividend No. 10
A dividend of Twenty-five cents (25¢) per

_share will ‘be .paid- October 15, 1948 on the
Common  Stock of ‘the Qor|mr4tlon, 4o’ stock-

1948, a .cash
ing common stock of 'this' .corporation lu;.s,"
0 |
stockholders .of ‘record -at :the ‘close .of busi- i

ELEVATOR
COMPANY

. PrEFERRED DIDEND No. (199
A quarter]y dividend of $1.50 per
share on the Preferred Stock has
‘been declared payable September
20,1948, to stockholders of record
at the ¢lose of business on Septem-
ber 7, 1948.

iChecks will:be-mailed.

C. A. SANFORD, Treasurer
New York, August 25’,‘;1948.

holders of record at.the close;of . Sep-
tember 30, 1948.

Joserpa L. MArTIN, Treasuyer
August 30, 1948.

|| WARD BAKING COMPANY
_Preferred Dividend

The Board of Directors has declared :
the quarterly dividend .of :$1.37}% a
share on the Preferred Stock payable
‘October 1, 1948 to holders of record
,Sepgembcr 14, 1948.

‘Common Dividend

The -Board .of :Directors has declared
.a quarterly  dividend of 25 cents a
share on the Common Stock payable
.October 1, 1948 to holders of record

” Septembcr 14, 1948.
L.T. MELLY, Treasurer

_WARDS _

475 Fifth Ave.
TIP TOP New York City
July 22, 1948

— warDS (MK I8
TIPTOP| |
B ches Jf

VNest Penn |
Electric Company
* " /{(INCORFORATED)

PREFERRED DIVIDENDS

The . Board .of :Directors .of The West
Penn :Electric.'Company * has  declared
regular .quarterly -dividends -on- the pre-
ferred stocks of the Companyas follows:

$1.75 ‘per ‘share: (134 %) .on ‘the 7%
Cumulative .Preferred :Stock -and ' $1.50
per-share (177%)-on the- 6% 'Cumula-
tive - Preferred Stock, for the .quarter. i§°
.ending November: 15,1948, payable .on
November 15, 1948, to stockholders, of
record at the close of business.on- October
19, 194,

$1. 75 per .share on  the Class A Stock
for the quarter ‘ending September 30,
1948, payable on September. 30, 1948, to
stockholders .of record .at :the “close -of
-business: on ‘September 17, 1948,

:COMMON., DlVIDEND

The Board - of ‘Directors of "The. West
+-_Penn. Electric Company has also declared
a dividend on the Common Stock of the
Company .in- the ;amount of twenty-five
cents (25¢) per share,:payable .an Sep-
tember 30, 1948, to stockholders .of rec-
-ord at the close of ‘business on September
16, 1948. %
H. D. McDOWELL," Seqdary
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Behind- the-Scene Interpretations
from the N;tion'q Cgp'}tal

And You

WASHINGTON, D, C.—Congress probably will be in a mood next |

‘Winter to lower the mandatory government supports on farm com-
‘modities—so long as the present outlook does not change. That is
‘for abundant crops and the prospect that wheat, corn, cot-

‘ton, tobacco, and  sundry  other
eommodities will drag on the.sup-
‘ports.

“+This “outlook is'indicated-only
by the fact that the forces that
count ‘politically are for it. It is
not indicated by any formal or in-

Jormal . decision of Congressional
They have ‘not yet got- |-

 deaders.
ten together to discuss it.

One of the most important
forces bearing on this issue con-
sists of the big farm organiza-
tions. By and large they are not
opposed to the idea of a lower
and  flexible support pricing
system. The more responsible
ones have come to recognize it

as inevitable, They admit pri- .

wately that if the government

Kaces the prospect of getting in-

volved to the tune of hundreds

of millions, and not unlikely
< wyen’ a couple’ of 'billions, to
- apaintain high farm prices, the
anger of the public in  these

‘times of high' food" prices will

e something awful, It is quite

Hikely, they fear, to sweep much
‘‘of the:ground away from the

‘whole idea of government sup-
Iport prices.

! From the point of view of the
%arm leaders, even stories that the
“povernment “was™  putting hun-

areds of millions of commodities
uader loan would do them no
zood, even if subsequently it de-
wveloped  that the government
worked out without appreciable
losses, the commodities not aver-
aging lower than their supports
«auring the crop year. The public
would get the idea that the sup-
port price was keeping the price
n¢ food high. This the farm lead-
@vs don’t want to risk.

Actually, the Senate and House
Agriculture committees; the chiel
oiner dorces’ that count in  this
eguation, are and were‘%lso for
iower - supports. . The - otiginal
House committee bill provided ‘for
supports between 60% and 90%.
2t subsequently got dropped in a
legisiative melee, most of the de-
taus of which are technical and
@« no great interest.

. Chiet difference between the
dfouse and the Senate Commitices
o Agriculture was over whether
2 so-calied ‘‘permanent” revision
i the. farm.laws should be en-
acted this year. The Senate comi-
anittee was most avidly “for farm
daw revision in 1948. It lobbied
2gainst the Senate leadership to
zet its proposition enacted before
ire June adjournment. It was not
ttiat the Senate GOP leadership
svas. opposed in principle to legis-
dation. now. It was afraid of get-
ling the thing in.a jam which
would have complicated the end-
ing of the regular session.

- Members of the House commit-
iee, on the conirary, were op-
posed to revision in government
supports during an election year,
Whey steadfastly refused to accept
A revision. ;

Hence the bill that passed was
that queer concoction which pro-
vided for continuation of allithe
supports (and some most notable
additions)  of  the Steagall com-
modities through 1949, plus a
farm . law ‘revision ' (the 'Senate
version). to:become effective in
1950. The House members accept-

ed the Aiken or Senate revision
on- this basis because they knew
they ' could have 'a chance’ to
amend it in 1949 before it became,
operative, . .. s

So .a revision in supports was
due any way, to give:the House

boys a crack at writing into law
| their ideas and to forestall ac-
ceptance automatically ~in 1950
of the unchanged Aiken farm law
revision. This revision would ge
into effect unless the subject were
taken up in 1949. ; s
The fact that the big farm crops
are dropping down to or near
their . support prices. furnishes
only an additional reason for farm
law revision next year.

For the first time since farm
real estate prices started their
long upward ‘climb, officials
have come to have a firm ex-
pectation that the peak has
been reached in farm land val-
ues. As of July 1, last, the in- "
dex of farm land values stood
at 1749 of values in the years
prior to the first war. Although
farmers’ gross income from
marketings, despite price drops,
is holding up well because of .
the large volume of cash crops
new being harvested, farmers’
net is likely to be sufficiently
reduced because of higher-oper-
ating ~ costs, officials think, to
start -a .downtrend in prices, of .
land, or at least arrest the rise.

R s

In the forth@'m‘ing conference
of farm organizations on “farm
credit legislation "in 1949,” there
is something which will give the
new ~Administration next  year
something to worry about.  Be-
sides seeking to protect farm loan
subsidy money, the farm organi-
zations-also want to promote the
idea - of an independent Farm
Credit Administration operated
by ‘a bi-partisan board outside
the ‘Department of ‘Agriculture.

The Department of Agriculture
naturally wants to keep the FCA
under. its wing. Then if the De-
partment should want to discour~
age production it could prevent
the F_‘CA from' following lending
practices which would, encourage
product_lon. The Department prob-
ably will feel that way even if it
has a._ Republican Secretary of
Agriculture.

While the Republicans were the
opposition, it was fun to work for
the ' independent . FCA, even if
they were ‘stopped from legislat-
ing it by .the threat of a veto.
How the Republicans will feel
about it—with the farm organiza-
tions needling them to adopt it—
when “they are responsible -for
the administration of the depart-
ment, remains to be seen.

" " s
There 'was ' considerable  dis-
appointment that the CAB
seemed to kiss off the air trans-
port problem with the “rabbit
out of the hat” proposal to boost
fares on the scheduled lines by

BUSINESS BUZZ

“It's 54— Like

to Try for 647"

109%,. The dope which was given

out was that the various agencies

concerned with the problems of

the scheduled airline operations:
were going to work on a long-

term’' problem with the idea of

finding a long-term set of solu-

tions. ’

Nevertheless,” something in the
way of long-range studying is
going on. RFC .is working “day
and night” to get out a report on
airline financing problems, par-
ticularly ‘the problem of financ-
ing acquisitions of more modern
and efficient operating equipment.
The CAB, it:is said, will still go
ahead- with trying ‘to work out
ways of reducing operating costs.
The' RFC report will be ready
some time shortly after the mid-
dle of September, according to
the present schedule,

There is said to be an expana-
tion for the haste in proposing
the fare ‘increase. The Ferguson
subcommittee of the Senate Ex-
penditures’ committee is investi-
gating - air' mail subsidies. It is
reported that the subcommittee
already has begun to feel that it
could make out a good case for
“gross mismanagement of the air-
line problem.”

It is believed that 'the CAB
acted ‘as though it -were afraid
the Ferguson subcommittee might
blast the = Administration at
series of hearings some time be-
tween now and Nov. 2, next.

<
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Hence something had to be done
and done quickly seem.to get the
airlines into the black, if possible.
At this particular juncture -the
Administration is sensitive to
public investigations.

Another future . development
bound up with the fortunes of the
Dixiecrat rebellion - against - the
left-wing control of the Demo-
cratic party is the personal fu-
ture of one of the New Deal
leaders forced upon Congress un-
der the leash of the last President
Roosevelt. “That  individual  is
Senator Alben Barkley of Padu-
cah, Ky. Barkley’s post as Demo-
cratic Leader of the Senate is at
much up for auctioning Nov. 2 as
his long-run chance to be: Vice-
President under Harry Truman.

The late Mr. Roosevelt’s pen-
chant for monkeying with the

Congressional. leadership was

one of the most amazing facets

of the deceased President’s ca-
reer, Ordinarily it is dangerous
to the exireme for a President
to try to force -the House or

Senate to choose a leader dif-

ferent from the genuine choice

velt, in effect, ditched three

outstanding  leaders  because

they weren’t 1009, New Deal-
ers, and more or less got away

with it. |

In the mid-30’s, Mr. Roosevelt
didn’t like John O’Connor of New
York as Chairmen of ‘the Rules

‘| committee, because O’Connor was

only 75% for the President’s pro-
gram; - -Mr. Roosevelt’s  influence: |
brought = about the purging of
O’Connor in'the election. : Suc-
ceeding ‘O’Connor was Represen-
tative Adolph Sabath of Illinois,
1009% in loyalty to Roosevelt iff
not 100% in ability.  Subsequently .
the White House “Lost” the Houser
Rules committee to the coalition:
of southern Democrats and. Re-
publicans which: was a thorn in:
Mr. 'Roosevelt’s ~ political 'side
until his death.

'The late Senator’ Pat Harrison:
of Mississippi was rated by. alk
odds one of the most brilliant of
the Democratic leaders.  As alert
as Mr, ‘Barkley ' is slow, “Pat’
Harrison = was almost = without
equal in the game of parliamen~
tary tactics. Despite the fact that.
Senate Democrats had chosen him.
as leader, ‘the President in' his
“Dear Alben” letter of 1937, in=
fluenced Senate Democrats by &

narrow vote to reverse them-

‘selves, toss out Harrison, and in-.

stall Mr, Barkley as the Majority,
Leader. The first fruit was the
defeat by Congress that year of
a government reorganization bilk
by which Mr. Roosevelt set great
store. Next year Mr. Roosevelt
lost the ‘‘spend-lend” bill.
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