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A United Eurdpe

By WINTHROP W. ALDRICH~*
Chairman, Board of Directors, The
Chase National Bank of the

’ City of New York
Urging a united Western Europe,
prominent New York banker
stresses moral and political val-

ues of Marshall Plan. Calls for

U. S. aid in defense of free in- -

stitutions, "and advocates U, S.
enter into lend-lease agreements
with Western Europe.

Tne - other

day, in looking
through Miss

. Barbara - Ward’s
. .stimulating
book, “T'he

. West at’ Bay,”
I.found on the
title page this

* line from Ed-

. mund , Burke; |8

“When_ bad
", men  combine,
5. the'good must
associate”
.Beénjamin
. Franklin,” on
the  occasion
: ‘of the signing
of a document
which-can be
brought to
mind- at this
... . time without
embarrassment . because of the
strong ties of friendship which
now unite our two countries, put

W, W. Aldrich .

Futility of Establishing Exchange
Rateshy International Agreement

By WILLIAM CHAMBERLAIN *
Former President, United Power and Light Company

Holding scheme of exchange stability as provided by International
Monetary. Fund is predicated upon false concept both as to money
and as to value, Mr. Chamberlain says it is like attempting to quiet -
waves without first controlling. the winds. Points out.International - .

of . exchange a -value- in  international trade which they do not
possess at home.

¢

International agreement-‘and .implemented. by the local -laws: of ‘the
signatories is the International ‘Monetary. Fund. . .The designed:func-
tion of -this International agency is to.establish ‘by: agreement..and

Monetary Fund hampers trade: by attempting to give paper mediums. . |-

The ‘operating mechanism’ of exchange . control . established- by | -

Stymying Germany by Monetary
And Fiscal Methods

By MELCHIOR PALYI

Holding for three years Germany has been strangled by destroying
its currency and by deindustrialization, Dr. Palyi analyzes recent
currency reform in Western Germany. - Points out it is purely fiat
money and, though its success seems spectacular, it can last only if
quantity issued can be held under strict control. ' Says money in
Western Germany is plentiful but credit short.” Calls occupational
administration wasteful, corrupt and hampered by red tape, and

+ criticizes Western -Germany’s present tax system.

; 3 r : ‘
- It-is.imperative that. Congress take a look at Western Germany
—at the occupation policies which strangulate the economic life of a

country ravaged: by war,:plundered in peace, and flooded by more
than 10 million - refugees. Who is responsible for.'the catastrophic

force of law
arbitrary
ratios at which
"-the'inconvert-
- ible paper cur<
. rencies of the
various. mem-
bers are to be
- exchangeable
one .into the
other. Under

EDITORIAL

maintain by
TN As We

One . of the Pi'()/blen{s - ;

One of the problems which the new national Admin-
istration (one must almost assume that there is to be a new

mismanage- '
i .| ment? Nomi-

{ .| nally, General " 3
Clay“-is‘ ‘dn:.
c.hrar'ge, ofy
course,.but:he.;
does ‘not. for-
mulate . the .
dismantling-
and :“level - of
industry” mis-
chiefs, still less. .

wthie plan
-adopted the
unit’ of cur-
rency of each
member coun-
fry is declared
to be equiva-

William Chamberlain

national Administration early next year) must face is that
of the management of the Federal® debt. Possibly in the
whole long list of blunders, or worse, of which the Roosevelt
and Truman administrations have been guilty, none is cost-
ing us more at this moment than the way in which the huge
deficits,

does, he ' con-
trol .French, -
practices ‘in
their zone. He
seems to have
little - if any

1 Dr. Melchior Paly!
influence even

first of the era of New Deal ‘profligacy and then
of the war have been dealt with. So long has this situation
been permitted to continue, and so deeply has it penetrated

the same idea in a homelier pnrase
(Continued on page 38)

lent in value to a stated amount
of gold. This is a naked declara-
tion of value having no support in

over Bizonia’s economics and fi-
nances which are under the arbi-
trary rule of quasi-independent,

*From arr address by Mr. Ald-
rich at the Dinner of the Pilgrims
of the United States, New York
City, Oct. 13, 1948,

PICTURES taken at recent party
held by the Security Traders Club
of St. Louis appear on page 10.

R. J. Reynolds

‘Tobacco Company
“'Preferred Stock - -
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-(par value' $100)

Price $100 per: share
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Copy- of the Prospectus available
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WHITE,WELD & Co.

Members-New York Stock Exchange
40 Wall Street, New York 5

Chicago Philadelphia Providence
London Amsterdam Buenos Aires

reality since the paper moneys are
inconvertible. Exchange ‘at the
decreed rate is. made mandatory
and all persons purchasing goods
within the member countries for
export or import must prove that
they have 'made the necessary
monetary -conversions at the re-

(Continued on page 36)

can be applied.

“Contents of a letter written by
Mr. Chamberlain to a friend and

the processes of our economic system, that no one can say
easily, or lightly, precisely what the remedy is or how it

But no such difficulty. is encountered in determin-
ing the principles to be applied or the ultimate ends to
be sought. It is, of course, impossible to say just what
the beliefs of Governor Dewey or of his advisers are on
the subject, but one must hope that they all fully undes-

(Continued on page 33)

joint ‘Anglo-American - agencies.
An inquiry into how those gen-
tlemen discharge  their . duties
should not be dismissed, as it has

been time and again, with the
flimsy excuse that new policies
(Continued on'page 34)

copy furnished to the “Chronicle.”
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Another Look at Inﬂahon”

By CLIFFORD S, YOUNG*

Presndent Federal Reseérve Bank of Cfucago

In: pomtmg out our basic economic problem is_still inflation, ‘and, -despite: current prospenty, our short-
comings in economic literacy havé never been more apparent, Mr. Yoing analyzes recent efforts to

limit credit exﬁanslon as well as

business prospects ahead.

Concludes; notwithstanding recent: price

weakness, theie is no reason to relax concern about furtheér inflation and sees’ danger in economic

complacency.

© By almost any accepted measure present business condltlons must be judged as
the most prosperous in our nation’s history. Yet, for most of us these are very unsettled
times—with widespread uncertamtles about mternatlonal developments and mixed optl-

mism and pes-
simism in |,
business.
There is great
temptation
under such
circumstances
to concern
ourselves with -
the pressing |
work at-hand
and largely to
disregard the
many far-
reaching
changes tak-
in.g place
around about
us which may
have impor: tant indirect, if not dl-—
rect, effects upon our business and
personal lives. | {

Never has the‘ old adace “what
we don’t know, won't hurt us”
been: less true than today. Power-
ful economic forces are currently
operative which prudent business
managements cannot ignore. The
need for heightened public un-
derstanding of the basic problems
which our nation and our business
enterprises face is great;. our
shortcomings in ‘economic llteracy

C.S. Yuung

probably have never been more.

appment We can be swayed first
in one direction, then in another,
depending -upon the fone of the
last news report we have heard or
conversation we have had.  Occa-
sions such:as this.provide an op-

portunity for us to direct  our {

attention to’ some of the more
basie issues which we now face
in this country in the hope that
we can improve our knowledge
of the complex economic and po-
litical environment in which we
live and do business.

It is not likely that we will
ever be able to face the future
with real certainty. No continu-
ously accurate means of forecast-
ing has yet been developed,” and
certainly it is not within my prov-
inte to attempt to do.so.” Never-
theless,. we ‘can ‘and must keep
well informed about current de-

| vélopments which may affect our

business = operations, and weigh
regularly the alternatives which
may confront us. Also, we must
continually remind ourselves of
the stake which we have .in the
economic stability of aur coun=
try. For this reason I would like

| to také another look, at inflation

with you, considering some of the
principal implications. of recent
and prevailing inflationary trends

for the future of general business

and finance,

'~ The primary ‘interest of most_
business. executives; I: have "ob-

served, understandably is with
such,matters as the .output and

Established 1856

'H. Hentz & Co.

Members
New York Stock Exchange
New York Curb Exchange
New York Cotton Exchange
Commodily Exchange, . Inc.
Chicago Board of Trade
New Orleans Cotton Exchange
And other Exchanges

NEW YORK 4, N. Y;

CHICAGO DETROIT PITTSBURGH
GENEVA, SWITZERLAND '~

| 1948.

"N. Y. Cotton Exchange Bldg.

*An addfess by Mr. Young be-

fore the Institute of Internal Au-'
Oct. 18,

ditors, Inc;, Chicago, IllI.,

. prices of their spécific products,
\the purchasing power and buying
habits of hundreds or thousands
of customers upon whom they de- |
pend for sales, and the earnings '
and financial problems of their
individual businesses. The Federal |
Reserve System has a deep and |
continuing interest in the success
and problems of individual busx—
ness enterprises, but necessanl)
takes a somewhat broader view of
most developments in industry,
commeree, and agriculture. Our
immediate concern, consequently,
is with the course of (1) over-all
production, (2) the gene1a1 price.;
level, (3) aggregate income, (4)
consumer and business “attitudes
toward spending, and (5) most
1mp01tant the general financial
condition and needs; of business,
consumers and government.

terest of business management and
the Federal Reserve are mutually
exclusive. On the contrary, what
happens to your-individual busi-
nesses obviously directly affects
not only the broader movement of
business and employment, but also
our Federal Reserve operations
and policies. Equally true, changes
in aggregate income, govemmen‘
receints ' and expendltures and
credit policies may :well -have a
very substantial mﬂuence .uporn
the 'sales and earnmgs of your
companies; .- {7y sl

The Basic Ecqnofnic Problem

Still Inflation : )
| The dream of the prewar decade
| —full employment—has now pre-
vailed in this country for several
years. Virtually all available
‘nanpower, materials, and machin-

for furthér. expansnon in any.of
these in the near - futurg “seem
quite limited. We are still not
able, however, to meet all the do-
mestic ‘and foreign .demand for
goods. ¢
reveals. clearly this basi¢ économic
problem: purchasing’ power -out-
distancing production with result-
arit rises in.prices.

Both total employment - and
physical production - have -".ad-
vanced by less than 4%. Personal’
income, however, has expandéd
much more, or by about 10%. This'
increased dollar puxchasmgh
power, however, has been offset:
by a comparable rise in cost of 1iv-
ing:.. Highly significant, ‘the “use’
of business and consumer credit
has increased appreciably,  20-
25%, pointing conclusively to the’
key role of credit in supporting’
éurrent very high dollar levels of
business activity. In other words,
as the result of a year’s effort, we:

| have achieved little more than the:|’

ability to pay higher prices for
roughly the same volume -of goods
and have enlarged our private iri--
debtedness substantially- as well.

We Maintain American Markets For:

Canadian Industrials
Canadian Mining

Canadian Banks

British Secui‘-ifies and e
South ‘African Securities .

GooDpBODY & Co.”

Members N. Y. Stock Exchange and Other Principal Exchanges

115 BROADWAY

o Telephone BArclay 7-0100'7 ' : ' "

NEW YORK 6, N. Y. !
e e—— Téletyp&  NY '1-672 "™

This does not mean that the in-"|

ery are at work, and the prospects-

The record of the last yeatr:

Here unmistakably are the symp-
I'toms of inflation.

Invariably, as .our history ré-
i veals, intense inflationary periods,
"such as we'are now experiencing,
-are followed by severe setbacks
for business and employment.
[ There is no reason-at present to
lbeheve that this . worst of all
Amerlcan inflations - can . end
}othe1w1se Our principal hope is
that, we can adjust to more noimal
{ conditions in successive
?rather ‘than all at once, .
sooner the end-of inflation comes,
the sooner we can make forward
"strides for prosperity on a more
|stable and enduring basis, which
Fwe: certainly do not now nave.

| While “inflationary forces con-
tinue strong, prmupally because
of stepped-up government expen-
| ditures for defense and foreign
aid, and -an unabated willingness
and ability of most consumers and
businésses to spend, all of us are
also quite aware of unmistakable
signs of weakness in the business
situation. .Thesé so-called
spots”. seem to ‘be arising from
"some  initial - slowing up .in * the
overall demand for heavy or capi-
fal goods, mounting consumer re-
sistance to particular goods and
services lacking price and quality
appeal, and numerous instances of
markets' literally being saturated
with. goods,  including some’ agri-

: cultmal commbodities,

- It thus appears that two broad

_|'sets of eccnomic forces aré oper-

ating -at the present time: (1)
strong -inflationary developments,
and,(2) some leveling and declin-
ing tendencies. Yet, on balance.
(itois-difficult to deny that over-
all .inflationary -forces . currently
remain-the more dominant. More-
.over, the dangers inherent in. the

are- too great to assume that the
w111 soon: be OVer:

Advancing Price Level

If there is any primary factor
underlying .our war and postwar

defense.
nanced- - only- ‘about- 40%
taxes."

from

(adjusted) and curréncy outside
of “banks, of about 169 billion
dollars.

of fluctuations in (1) the volume
" (Contlnued on page 32)

stagés |
The |

“soff ||

present. record high price  level’

problem - of mﬂatlon is over 01

:Money Supplv;Prlmary Factor in

inflation, it must be the increase;
‘m our money. supply resulting
from -our. mounting public debt,’
‘which -inturn. is- attributable to'
unprecedented - : government - ex-,
penditures for preparedness-and!
‘The’ past war 'was" fi-

The rémaining 60% which’
had . to be borrowed has left ‘a’
heritage of a public debt Toughly’
of 250 billion dollars and a money’
supply,. comprising total deposits!

In a broad senSe changes in’
over-all price level are.the result’

“Alabama &
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- Court preserves privilege of confidential comrﬁuni,cations between -

CHTEnSTel

atiorney ‘and client.  Holds no prima facie showing of fraud.

Decides it may not by injunction stop SEC investigation. Commis-

sion’s unfortunate choice of path of interference Im a-private: frght.

a menace to all-in securities field; ' Can save’face- by. withdrawimg
' - pending proceedings. - ¥

-During the course of the ill-fated Kaiser-Frazer under-
writing, when we learned of the twin pronged efforts of the
Securities and Exchange Commission and the National Asso-
ciation of Securities Dealers to wrest from counsel for Cyrus
Eaton certain confidential communications committed to his
attorneys, we took up the editorial cudgels in’ opposition to
these methods.

B.S. |

Why worry, when we are here
to take those obsoletes off
your hands and supply you
with the ready cash you need.

99 WALL STREET, NEW YORK

AND COMPANY

“““WHERE'S CHARLEY?”"

Telephone: WHitehall 4-6551

, Of this privilege Blackstone said simply: “And no coun-
sel, attorney, . . . intrusted with the secrets of the cause by
the party himself shall be compelled, or perhaps allowed, to
give evidence of such conversation or matters of privacy, as
game to his knowledge by virtue of such trust and confi-
dence.” i ; il O

' The methods employed by the SEC.and.the NASD in
an-attempt to pierce this ‘well established and sacrosanct

common law principle outraged us. We believed it smacked

.~ In an attempt to bypass this well grounded privilege,
‘these  administrative bodies claimed: it was being used. as a
sword ‘instead of a. shield and that a prima facie case ol

JK.Rice,Jr.&Co.

Central Hanover Bk. & Tr.
U. S. Fire Insurance
North River Insurance

Tennessee Gas Trans. Co.*

U. S. Finishing Com. & Pfd. .

*Prospectus on request

Established 1908
Members N. Y. Security Dealers Assn,
REctor 2-4500-—120 Broadway .
Bell System Teletype N, Y. 1-714

fraud had been made out against Otis & Co.

i~ This issue has just beeh determined by ‘Judge ‘Morris
of the District Court of the United States for the District of
Columbia. ' Here is his pronouncement: “I do not consider
the circumstances here proved to be such, without more; as
to reasonably -justify a verdict, of ‘wrongdoing which could
must conclude that the requi-
site prima facie showing of fraud to pierce the "attorney-
client privilege and relieve the!eommunications here sought
to be disclosed from immunity thas not been made.”

In attempting ‘to spear Otis & Co., the SEC and the
the tail, one that can stand, and knows
how to fight. ' We find confirmation and satisfaction-in the
court’s determination not alone for Otis & Co. but also for
everyone in the securities field." . These administrative bodies
are the ones using their powers as a sword instead of a shield
| and it is an outstanding victory when the courts bring them
to heel: ~We are of the opinion that improper powers: con-
tinue to: be exercised by these: bodies through default and |

Another
Morris said: ;

“. .. insofar as the counterclaim seeks injunctive relief
respecting -the future conduct of the hearings in the inves-
tigatory proceedings, the defendants and interyenors:are not
entitled to the relief sought, and that this Court does not
have the:power by injunctive relief to control the conduct

part of the decision is disturbing.. In this Judge

of such hearings by the Commission:”> - ' .
This limitation imposes a marked and expensive hard-
ship, for when the SEC is intent upon proceeding, it would

.- Empire State Oil

: .Equity 0il
Mackinnie 0il & Drilling
. Utah Southern 0il

Orvis Brothers & @

14 Wall St., New York 5, N.Y.
REctor 2-4930 New York 1-143&

“Phoenix Silk Corp.
.+ LESS THAN TWICE EARNINGS ..
Price $7.50 - Earnings $3.9
£, SE Dividend $1 .
!~ 5-YEAR AVERAGE EARNINGS $2.10
Book Value $13.90 — ' Price 13159

270
Higﬂer 1948 eal:nings indicated with
increase in annual year-end dividend.

Y e % i, o i

Date o3 request

George Birkins .Comllany

49 Exchange Place, New York 5
WHitehall 4-8957 Tele. NY 1-1404

compel a fighting respondent to have a costly record re-

viewed instead of enabling him to quash a fishing expedition
aborning. : ; i
: Of course this SEC investigation into the abortive -Kai-
ser-Frazer underwriting is trumpeted-as being ““in the public
interest”; but how, we ask ourselyes, can it be in the public
interest? The underwriting contract having been repudiated
the public offering did not proceed and hence the public
could not have been hurt. e
It, may be aﬂgued, however, that the stabilization of the
stock authorized by the SEC cost Kaiser-Frazer millions and
therefore its then existing security holders were hurt by the
diminution of their equity. True. This, however, was a wholly
private matter for redress of which the corporation instituted
an action. We need not, and do not, pass upon‘whether the
repudiation of the underwriting agreement was justified, to|

|

l’l}’_oinlers on Selling |

For clever, helpful hints
for selling securities read
the Sales-
‘man’s Corner,” a regular | !

“Securities

feature in every Thurs-’

day’s  issue of the

“Chronicle.”

(Conﬁnued on page 40)

V-Wle are interested in offerings of i
“High Grade Public Utility and Industrial f
PREFERRED STOCKS |

|

: Spence‘r Trask & Co.

Members New York Stock Excliange

25 Broad Street; New York 4 .; 135 S, La Salle $t., Chicago 34

Members Newﬁ'qu Curb Exchange -

Tel.: HAnover 2-4300 - "Tel.: FlNancial 2330
. s i + ~ Teletype—NY 1-5 “wan f "
Albany - - Boston - Glens Falls’ 'Schencctady .

- -

Worcester -

OFFERINGS WANTED

Central States Electric
Corp.

55 9% due 1954
5% due 1948

C. E. Unterberg & Co. |

Members N. Y. Security Dealers Ass'n §'

61 Broadway, New York 6, N. Y;
Telephone BOwling Green 9:3565

: Teletype NY 1-1666

e
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- Our :;I',p'reign Trade and the

Dollar Problem

By AUGUST MAFFRY*

, Vice-President, Irving Trust Company

New York banker, pointing out dollar shortage is seriously affecting volume and direction of foreign
trade, lays difficulty to extraordinary demand for American goods and says relief can come about only

through intervention of governm

ents by drastic import restrictions.

Sees dollar deficit in Europe per-

sisting for long time, and immediate outlook depending on political decisions in Washington.

The dollar shortage, so-called, is popularly conceived to extend to practically all parts
of the world. This is a considerable exaggeration. Nevertheless, the demand for dollars
exceeds the available supply of dollars in most foreign countries, including practically ali

of the major

ustomers o[
the United
States. The
resulting “dol-
lar problem”
is therefore so

idespread as

seriously to
affect the vol-
ume and di-
rection of for-
eign trade and
shipping,
' propose
o examine
briefly the
rauses and the
axtent of this
dollar shortage and the prospects
for relieving it.

There has been since the recent
war no drastic decline in the sup-
ply of dollars-available to the rest
of ‘the world for the purchase of
American goods and services.
There has been no repetition of
the experience after the first World
War, when'the supply of dollars
dropped from over $10 billion in
1919 to less than $5 billion in
1921; or of the early ’30s, when
the supply of dollars dropped
from $7.4 billion in 1929 to $2.4
billion in 1932. In 1947, in fact,
more dollars were supplied to the
rest .of .the world by the United
States through imports, gifts, and
loans than ever before in‘peace-
time; and foreign countries also
drew on their own gold and dollar
reserves by a record amount, As
a consequence, exports from the
United States of nearly $20 billion
in that year were exceeded in
value only in the years of heavy
lend-lease shipments in 1943 and
1944, - = e

' How Dellars Are Supplied

‘The calculation of the supply of
dollars to foreign countries may
be simplified by saying that the
United States provides them with
dollars in two ways: by buying
goods and services from them and
by making gifts and loans to them.
In addition, foreign countries have
stored-up gold and dollars of their
own which they can use to buy
goods and services. from us.

“In 1947, the United States
bought foreign goods and services
valued at $8 billion and made for-
eign gifts and loans amounting to
$8 billion. In these two ways a
‘total of $16 billion' was supplied
to foreign countries to buy Amer-
ican goods and services. Then,
out of their own store of gold and
dollars, foreign countries took ap-
proximately $4 billion to make
additional purchases in the United
States. They were therefore able
to take total exports from us last
year valued at almost $20 billion.

In 1948, there will be enough

dollars available to foreign coun-
tries to finance exports from us
valued at about $17 billion, or
some $3 hillion less than in 1947,
This decline will ‘occur, not be=~
cause we.are importing less in
money terms than last year, but
because “foreign gifts and loans
will be smaller and because for-
eign countries will expend less of
their reduced store of gold and
dollars. Imports. into the United
States this year will run to ap-
proximately .$10: billion,. foreigri

August Maffry

- )
. *An address by Mr.“Maffry to
Panel on “Finance” at'the Ameri-
can Merchant Marine Conference,
New York' City,” Oct.©13, 1948, "

gitized for FRASER
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gifts ‘and loans to approximately
$6 billion, and foreign countries
will use something in excess of $1
billion of their own monetary re-
serves. Thus, about $17 billion
altogether. will be available for
purchasing goods : and services
from the United States.

. 1949 Prospects :
: 'Looking ahead to 1949, the pros-
pect is that imports will be well
maintained in dollar terms. The
wvolume of imports is determined
jargely by the level of business
activity in the United States and
the resulting requirements of our
industrial machine for imported
materials. The demand in the
United States for imported ma-
terials, as well as for foreign spe-
cialties and other manufactures,
will continue to be strong so long
as business activity is maintained
at present high levels.

The volume of imports is also
determined in part, of course, by
the availability of foreign goods.
Imports into the United States
since the war have been held
down, and are still being held
i down, by the limited supply of
| customary imports from Europe
|and the Far East in particular.
An increase in the supply of for-
| eign export products would there-
| fore permit an increase in imports
|into the United States; but is not
i clear that there will be any sig-
| nificant change in this direction
'in the near future,

What will happen to foreign
gifts and loans.in 1949 depends
directly ‘upon the action of the
new Congress in continuing finan-
cial aid to European countries and
‘to China. If appropriations for
{foreign aid are authorized for an-
other year on the same scale as
in 1948, foreign gifts and loans in
[ 1949 will again run to $6 billion
or more. The sum of prospective
imports and foreign gifts and
loans in 1949 of more than $16
billion, plus a further use by for-
eign countries of perhaps $1 bil-
lion out of their own monetary
reserves, will again yield a total
supply of dollars in the neighbor-
hood of $17 billion.

Thus, there has been no
drastic decline since the war in
the number of dollars available
to the rest of the world to buy
American goods and services. No
further decline is in prospect un-
less the foreign aid program is
abandoned or unless we run into
a - business recession at home.
What is particularly significant to
the shipping industry, however, is
that the current supply of dollars
to foreign countries will move a
considerably smaller physical vol-
ume of goods at current prices
than might be inferred {from
these comparative dollar amounts.

Demand for American Goods

The recent drop in the supply of
dollars to foreign countries, mod-
erate though it has been, is one
of the elements in' the current
dollar problem, The other ele-
ment is the extraordinary demand
for dollars throughout the world.
We say “demand for dollars,” but
what we really mean is “demand
for American goods.” This extraor-
turn, of 'a number of - factors.
mand carried over from the in-
terruption of normal trade chan-
nels 'during’ the ‘war' years. The
dislocation "of foréign fradé dur=

dinary demand is:'the result,!in’
There is still some backlog!of de=

ing and since the war has made
many countries dependent upon
the United States for things that
they would ordinarily obtain else-
where. The inflation of money
incomes in practically all parts ol
the world has naturally produced
an increased demand for im-
ported goods, and there seems to
be almost everywhere a height-
ened desire for American goods
and American gadgets. Above all,
the preeminence of - the United
States as a producer enables it to
outbid other suppliers of many
products in terms of quality, price,
and delivery.

There is here a direct analogy
with the economic situation at
home, For example, we speak of
the “meat shortage,”’ despite the
fact that the per capita consump-
tion of meat last year was higher
than ever before in our history.
The explanation, of course, is the
enormously increased demand for
meat, which makes even a greatly
increased supply appear short.

Drastic Import Controls

Since the immediate outlook is
{for a continued supply of dollars
to the .rest of the world at the
rate of about $17 billion annually,
any relief of the prevailing dol-
lar shortage must come through a
decrease in demand. This might
come about through the curbing
of inflationary forces in foreign
countries, It might come about
through the restoration of normal
channels of trade as, for example,
between Western Europe and
Eastern Europe. The chances are,
however, that ‘it will come- about,
if at all, through the intervention
of governments, which, by means
of more drastic import restric-
tions, more’ rigid exchange 'con-
trols, and exchange depreciation,
will reduce the effective demand
for American goods.

The prospect, therefore, is for
no lessening of the problems of the
exporter or shipping official, who
have to contend from day to day
with the whole wearisome com-
plex of existing controls on trade
and payments. Some tightening of
controls may be desirable, and the
orderly, efficient, and honest Ad-~
ministration  of controls is cer-
tainly much to be desired. So
long as there is no real hope of a
supply of dollars to foreign coun-
tries sufficient to meet present in-
flated - and extraordinary de-
mands, it is better that the avail-
able supply be distributed by for-
eign countries in an orderly and
non-discriminatory manner than
for them to permit the incurring
of dollar obligations which can-
not be met.

Iindicated at the outset that the
dollar problem, although wide-
spread, was not universal. There
are a number of countries, some
of them fairly important in terms
of United States trade and ship-
ping, which either have at present
no dollar shortage or no serious
dollar shortage. Dollars are read-
ily available for commercial
transactions in about half of the
Latin American countries includ-
ing Cuba, Uruguay and Venezuela.
There is a more or less serious
shortage of dollars, always in the
sense of a._demand:for dollars
which: butstrips thé available sup-

- ply,iin the remaining half. Among

Eurgpean countries, Switzerland
and Portugal have no present dol-
ldr problens, *and Belgiiim' has no

TT(Continued on page 39)

IBA President Urges Investment
Bankers to Be More Aggressive

Julien H. Collins tells New York Group they must do more in chan-
nelling funds into productive use. Says sales methods lack vigor,

originality and

aggressiveness.

Investment bankers must be more resourceful, and they must
adopt a more aggressive merchandising program if the industry is to
meet the responsibility of providing the huge capital requirements of
American business, Julien H. Collins, Julien Collins & Company,

Chicago,
President of
the Invest-
ment Bankers
Association of
America, told
New York in-
vestment
dealers on
Oct. 14,

Ways - must

be found to

step up the
flow of private
investment
funds, and
particularly
equity capital,
in order to
supply the $50,000,000,000 capital
needs of industry, according to the
Chicago banker, or the whole
economy will suffer. :
Collins spoke ai the annual din-
ner meeting of the New: York
Group of the 1BA at the Hotel
Pierre. Reginald W. Pressprich,
Jr., R. W. Pressprich & Co., New
York, Chairman oi the group, pre-
sided. -
“We face'a situation today in
which the production and expan-
sion plans of industry require
funds in an amount that may well

Julien H. Collins

Itax the capital generating capacity

of the country,” Collins declared,
“and the investment banker must
do more than he is now doing to
chanuel needed funds into pro-
ductive use.”

Despite the great opportunity
{or more inteliigent and effective
merchandising, the sales methods
of the investment banking indus-
try have for the most part lacked
vigor, originality, and aggressive-
ness, Mr. Collins said, and this
exnlaing at least in part why the
investment baniers have been
less effective than the insurance
companjes in attracting invest-
ment funds. Most of the 30,000,000

owners .of -savings, accounts;.and:
the holders of life insurance con-,

tracts are logical and promising
prospects for the investment bank-
ing industry, and the appeal must
be carried to tnese potential di-
rect investors.

A great deal has been said lately
about the importance of directing
the fiow of capital into equities,
Collins pointed out, and the short-
age of venture capital is widely
lamented. Increasingly, businesses
are finding difficulty in- raising
equity funds and are thereby
forced to drop expansion pro-
grams or else finance expansion
either through retained  earnings
or by going into debt. Saddling a
business with a top-heavy capital
structure has obvious disadvan-
tages, particularly with respect to
companies that have widely fluc-
tuating sales during the course
of a cycle.

There are two important obsta-
cles to the freer flow of venture
capital, Collins asserted, the du-
plication of taxes on - corporate
earnings as turned over to the in-
dividual and the institutionaliza-
tion of savings. The discouraging
effect of the tax structure on the
traditional investor has been
widely discussed, and it is hoped
that we may have a review of
the whole tax structure. Persons
in the lower inccme groups who
now receive a larger share of the
spendable national income, and
are therefore in a better position
to save \than herclofore, are mnot
traditionaily equity buyers. They
are indirect investors,’and their
accumulations are lodged with in-
stitutions that are predominantly
buyers of bonds, Tnis means un-

balanced capital structures and
portends danger in periods of ad=-
yersi‘,y.

In reviewing the status of the
capital markets the IBA President
noted thutl business is at a high
level, earning power has been ris—
ing, ana dividends are slowly
mounting. At the same time the
yields on high grade and tax-
exemnt bonds have not fluctuated
widely because of the support of
the government bond market on
a long-term 2% % basis. Indus-
{rial averages are mot far above
their levels at {he time of" the
Japanese surrender; in August,
1945, whereas most commodities
are still at least 50% higher than
at that time. k

When common stock prices are

Jow in relation to earnings the

purchase of equities is admittedly
more favorable to the investor, the
speaker said, and, “if we are to
realize our ambition to expand
markets for new capital through
the sale of equities, it is to be
hoped that the enthusiasm of the
investing public will assert itself
when ratios are low and prices
for shares are favorable.”

Liquid funds in the hands of
individuals are at record levels,
Collins said. According to the
Treasury Department, such assets,
represented by government bonds,
bank deposits, and currency, ex-
ceed $200,000,000,000 against only
$50,000,000,000 at the end of 1941.
On the other hand,‘ only about
10% of financing this year repre- -
sents venture capital in contrast
to 76% in the third quarter of
1929. These are significant figures
for the investment bankers and
the investing public at this time.

The investment banking busi-
ness is one of the most vital small
businesses in the country today,
Mr. Collins stated, and constitutes
the fourth wheel of industry and
private enterprise. The investment
banker must continue in a posi-
tive way to encourage individual
investors to provide for them-
selves the added security made
possible by the wise placement of
their accumulations: In this way
the capital needs of industry will
be met, and employment - and
economic well-being will be pro-
vided for our citizens over the

years,

Prof. Malcom McNair
To Address Retailers

Professor Malcolm P, McNair
of the Harvard Business School
will address the Retail Executive

Prof. M. P. McNair

Group of the Harvard Business

School . Club of New York at a
luncheon at the Biddle Room of -
the Harvard Club on Oct. 21,

\
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Lyons & Shafto Open
New Hartford Branch

HARTFORD, CONN.—Lyons &
Shafto, Inc., Boston investment
firm, have opened a new branch
office at 75 Pearl Street under the
management of G. Philip Whit-
man, resident Vice-President.

Edward Shensa With
Bache in Gleveland

(Special to Tue FINANCIAL CHRONICLE) ]

CLEVELAND, OHIO — Edward
Shensa has become associateci
with Bache & Co., National City
Bank Building. Mr. Shensa was
formerly with Hirsch & Co. Prior
thereto he was with Ira Haupt &
Co. and was manager of the sta-
tistical department for C. E. Un-
terberg & Co. in New York City.

Observations . . . .
- By A. WILFRED MAY

"WHY “THE MARKET” CONFOUNDS THE FORECASTER .

This column has explained the motives behind the public’s ever-
increasing proclivity for forecasting the stock market-as-a-whole,
and has cited the decisively negative results of such attempts.” Let us
now explore the reasons for such abortive results,

One very important obstacle to successful
forecasting arises from the constantly growing
impact of government intervention. ' This un-
predictable external factor adds still another
variable to the already-difficult aim of antici-
pating the course of business, and of drawing
conclusions about securities prices therefrom.

Starting with the founding of the Federal
Reserve System in 1913, national monetary
“management”played a powerful market influence
in the ninteen-twenties, causing a wide diver-
gence in the stock market's action from its
normal] reaction to the relevant external factors.
Thus, our “New Era” bull market, subsequently

Steel P}bdvu‘ct‘ipn e
Electric Output

Sricidiedy s Thenies o] -
- . Vo sene - Carl?adings

- Staie of Trade [,
‘and Industry

Auto Production
Business Failures

Industrial output on a nation-wide scale continued at or close
to peak levels during the past week and held moderately above pre-
vailing production levels of the comparable week one year ago.

Strikes in the shipping and oil refining industries in the Pacific
Coast region continued to affect industrial activity in that area,
although it should be pointed out, no acute shortage has yet appeared,

As in the past week, order backlogs again experienced a mod-
erate decline in keeping with a high rate of output, Employment
and payrolls, too, held steady and at a high point in most sections
of the country.
g % A 0

The turn.in events with respect to the foreign situation brought
on by Warren R. Austin, United States delegate to the United
Nations meeting in Paris, when he. assailed Soviet Russia on its
stand on the Berlin-crisis was interpreted favorably in stock market

" sands of tons of steel-this year that would not have been available

" Ing" in the steel market yet, ] AN
* manufaciured products. are not moving.so fasty ~An-attempt. to hail"i' Ty

circles as an indication that the United States had no intention ' of
aitering its present policy in coping with this imvortant problem
Stimulated by the news, stock prices moved into higher ground

;‘or ;he second successive week and approximated early September |,
evels,

L # ES

Along with plans for other benefits formulated at the United
Mine Workers of America 40th biennial convention, the union, it is
reported, got its campaign under way on Wednesday of last week
for a fourth round of postwar wage increases.

. Contract negotiations ‘will open next spring and at that time the
Mine Workers will present their program calling for an increase in
wages and a reduction of hours; improvements in the welfare and
retirement fund; improved safety conditions; and adjustment of vaca-
tion, holiday and severance pay. The present wage contract in the
bituminous coal industry terminates on June 30, 1949,

One example of the effects of such increases on the economy of
the country may be found in the current request of the nation’s
railroads to the Interstate Commerce Commission on Tuesday of last
week, in which they sought a 13% boost in freight rates to cover a
recent wage increase of 10 cents an hour for 175,000 conductors and
railway trainmen. This wagesboost, according to the carriers, will
impose an added burden of $56,000,000 on the roads, effective Oct. 16.

It is further understood that while the wage rise affects only a
portion of the carriers’ 1,400,000 employees, the railroads have
worked out their new demands for a 13% general rise in rates on the
basis of extending the 10 cents an hour increase to all rail workers
as of Oct. 16. If the increase is given all classes, expenses and pay-
roll taxes will rise $371,000,000.

#* * *

Continued cool weather and promotional sales stimulated a con-
siderable amount of consumer buying during the past week. Retail
dollar volume rose moderately above the level of-a week "ago and
was also agbove that of the corresponding week in 1947. Shoppers
responded favorably to promotions of Fall and Winter merchandise,
although the demand for luxury items continued to be limited,

Wholesale volume was steady at a high level during the week
and slightly above that of the comparable week a year ago. Current
re-orders were numerous with frequent requests for accelerated de-
liveries. . New orders for gift merchandise. were substantial.

STEEL OUTPUT SCHEDULED ‘WITHIN- 5,000 ‘TONS 'OF
INDUSTRY’S ALL-TIME HIGH LEVEL g 3

Automobile people got up off their seats and did something spec-
tacular about the steel shortage this year. They bought ingots and
semi-finished steel and had it made into sheets and strip, according
to “The Iron Age,” national metalworking weekly. They did this so
they could make cars and trucks that might not have been made if
they had stood still and done nothing.

They paid collectively about $135,000,000 over and above the
regular mill prices to get this “extra” steel, When final figures are in,
more than 1,050,000 more cars will have come off the assembly line
than would have otherwise been possible, states the trade magazine.

Not only _th_at, but as a result of the conversion of raw steel from
one plant to finished steel in another, more than 300,000 tons of spare
parts have been made available this year. Those who know, claim
that the use of steel conversion makes auto people directly respon-
sible for more than 7% of all sheet and strip being made this year,
or 2% of all finished steel to be shipped, the trade paper points out.

These figures are not guesses, but have been obtained, checked,
compiled and rechecked by “The Iron Age.”  Most informed people
who have checked these startling results have said that the figures
were conservative. These so-called conversion deals should not be
confused with gray market deals. They are not. The ingots or slabs
are bought in the open market by auto officials. Through coopera-
tion with regular or other steel mill sources, they are processed into
finished steel that auto men can use, “The Iron Age” adds,

The oil and gas industry also has increased the amount of steel
by conversion projects. But they have produced hundreds of thou-

had they not followed the same technique as auto people. ' Further,
it is safe to say ‘that close to 50,000 tons of steel for pipe lines and
other oil and gas uses came from conversion plans. And more is
coming that way, the magazine predicts. W
“The Iron Age”. estimates that close to. 2,500,000 tons of steel
ingots have been channeled into the conversion race this year. ' This
means that close to 1,750,000 tons of finished ‘steel will have been
made available this year by the effort of steel industry .customers.
And it also means that the steel firms which are converting the steel |
have as a dividend the scrap which results from breaking the ingots
down into finished steel. ¢ o et .
Steel démand is strong—so strong that no one sees any weaken-
There are murmurs. that. finished ,or :

" “(Continued on page 35) g
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ending in the post-1929 collapse, ran a course at
complete variance with nearly all of the logical
economic elements. Between 1923 and 1929 the
price of common stocks rose by more than 300%,
whereas, for example, the output of nondurable
consumption goods increased by only 24% and there was actually a
decline in the BLS indexes of the prices of raw materials, semi-
finished and finished goods. Stock prices also diverged widely from
corporate earnings, reflected in ratios as high as 200-1 (ex.: American
Foreign Power common at 199). The market then was not func-
tioning in its vaunted capacity as a barometer of economic changes,
but rather as a thermometer registering the devastating effects of the
Federal Reserve credit that had been pumped out through the open-
market operations of the System. Thus a new and unrecognized
management. policy led to disaster anyone who forecast the future
of stock prices on. the basis of a correct appraisal of the relevant
economic circumstances.

Similarly, in the 1936-’37 period that marked the end of a
4-year bull market, equities were also priced at wide variance from
the attending external factors. That this stock market rise was
not caused by individuals’ f{light of capital from the prospect of
inflation, was shown'by the fact that bond prices rese to their peak
prices of this century and commodity prices remained stagnant.
Nor was the market being financed, as had been: the case in the
previous decade, by brokers’ loans. Instead, the bull market of the
time actually was again caused by interventionism in the Federal
Government’s aggressive deficit-financing policies of borrowing and
spending, with wide expansion of bank deposits and of investment-
seeking money; and by its managed reduction of ruling interest rates.
Conversely, in the Fall of 1937, when this money-expansion policy
was suddenly and unexpectedly halted, the bull market went into
its historic tailspin.

A. Wilfred May

Forecasting “Parlays” Necessary

Another forecasting obstacle is the difficulty at all times of fore-
seeing the conclusion from a correctly-recognized underlying factor.
This is illustrated in the course of war threats, which unfortunately
now seem:to be chronic. Supposing that war outbreak as a political
event is correctly anticipated—is the correct market conclusion actu-
ally bullish or bearish? = We must remember that in the final days
of August, 1939, when the war’s outhreak was correctly recognized
as. unstoppable, stocks iell sharply. That after Hitler marched. into
Poland on Friday, Sept. 1, and England and France declared war.on
Sept. 3, the market bears confidently and the bulls tremblingly over
the long Labor Day weekend awaited the reopening of the Stock
Exchange. But that to nearly everyone’s amazement here and abroad,
on the following Tuesday the market opened with enormous jumps
from its previous close, followed by a further general rise of 20%.
May not history now repeat. itself about war, but perhaps reverse
itseif about the market?

And during the past three years we have again witnessed a sharp-
“market-economic” divergence. The economists who happened to be
correct in their business éxpectations, and managed to foretell .the
subsequent, rises which actually occurred in industrial production
and national income, would have lost some part of their shirts in
trying to capitalize on this prescience stock market-wise. Conversely
according to traditional expectations, the mid-"46 drop in the marke
should have been followed by a business recession within a reason-
ably short time.

The possibly imminent pulling of the government’s pegs on its
bonds furnishes another example of the difficulty of foreseeing the
market effect of a correctly-predicted event. Suppose one's prophecy
about the withdrawal of Reserve Board support be subsequently con-
firmed as correct, can a bearish result on stock market prices actually
be assumed without question? Actually, while such reversal of mon-
etary policy would undoubtedly represent a generally anti-inflation-

(Continued on page 47)
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Samuel Allen Rejoins
J. A. White & Co.

CINCINNATI, OHIO — Sam-
uel S. Allen has rejoined the staff
of J. A. White & Co., Union Cen-
tral Building. Mr. Allen has re-
cently been with Fahey, Clark
& Co. P
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The ;Federal I‘mances

i

Asserhng Federal budget picture is not enc
_in public debt in 1949. Defends low interest po
ekpmdxture aid foreign aid. ' Stresses -asset side-of current

tial increase in national wealth; and says economi¢ future is tied in

Today, I want to talk fo you mainly about the
many years ago, Federal fiscal policy was a matter
But present day conditions have mas

one of us has®—

average man.

a working
knowledge 'of
the nation's
finances.

In the long
g o vernment’s
fiscal policy is
what you, !as
voters, decree,
In its broad-
est sense, it
stems from the
services and
protection” you
demand . from
your govern-
ment. For,.af-
ter all, tihe
government administration can
spend only the funds provided
through optopuatwns made by
your 1ep1e<enfat1ves in Congress.

Fiscal policy rests on such fac-
tors as what and how you spend
and what sand héw you save. It is
determined by what you do to
keep prices at a reasonable level,
on how much you invest in gov—
ernment bends and private securi-
ties, what you pay in taxes, and
on your concept of our economy.

This government faces obliga-
tions for the current fiscal year

#From an address by Secretary
Snyder before the. National Con-
vention of the American Legion,
Miami, Fla Oct 20 1948

DENVER , R

Johir W, Snyder

CRIPPLE CREEK
GOLD MINES

FOR LEASE.

Long-established company, owners '
of several well-located Cripple
Creek properties, will grant long-
term leases on mines from two to
forty acres with past production ;
records ranging to $4,000,000.00.
References exchanged Engineering
supervision if desired, Write.

Joe Dandy Mining Company '
315 Colorado Bldg. Denver 2, Colo.

By HON. JOHN W, SNYDER*
Secretary of the Treasury

national

ouraging, Secretary Sayder sees’ llttle hkehhood of reduchon
licy as saving public $5 billion a year, and upholds . war
financial situation in. the solid and substan-

:
A}
|
i
%

with financing of : government.

debt of this nation. . Not.too

far removed frem the concern-of the
de it 1mperat1ve that each and every

which will take 4/5 of every
budget dollar to meet four broad
(]aSS]hLathnS of ‘expenses. Na-

tional defense is one-of these. In-|

ternational payments, chiefly for
necessary foreign. aid, is another.
Funds for veterdns administra-
tion comprise a third, and. the
fourth covers interest on the pub-
lic debt and a variety of refunds,
principally of! overpaid taxes,

The rémaining 1/5 of each
budget dollar covers a lengthy list
of government costs, such as those
for social welfare, health and se-
eurity; outlays for housm educa-
tion and agriculture;’ tlanspmta-
tion. and communication needs;
the conservation and dévelopment
of natural Tesources; programs
affecting commerce, industry and
iabor; and expenditures for actual
government opelatlonq

These proportionate applications
of the Federal budget dollar. of
today beav little resemblance to
those costs of government of ‘a
decade or more ago. But we live
in a changing world. You Legion-
naires, es‘\eclally those who saw
service in.hoth World Wars, are
well aware of, this fact. Our pri-
vate lives, our whole social order.
as well as the responsibilities of

our government, have been- al-

| about by LhP t1emendous lmpact
I of world évents.

Federal Budget Picture Not !
Encouraging :
The Federal budget picture fm
the year is not en(‘omagmg To

again, The Bureau of ‘the :Budget
estimates ' that-

(‘()ILuL That can mean :but:
thing. We ghall not be able
on reducing the public debt dur
the fiscal yvear 1949. In this-fact
lies. a matter of pertinent interest
to you,

I do not believe the avelage
American needs to be a student;of
economics or of finance to realize
that we should pare’ down. the
puhbiic dent especially in these
times of widespread prosperity. | -

The public debt represents the
sum total of money on loan.to. the
government, . Many of the loans
are from individual citizens-
Others are . from :insurance com-
panies, saving institutions; busi-
ness and industrial corporations,
and other such- institutions. An-
‘othel large block is held by the
comtnercial banking system. Asof
'todrn all these loans add up to
.wbont $252 hillion.

Tlus is simply, too large a flgule

Q.

tered greatly in two genetations. for any of us to visualize as
T}ua alteration has been brought | 5 sum of money. But, if we made

a few comparisons, the figure be-

“THE STRAWBRIDGE &
CLOTHIER STORY”

We  have prepared: an interesting

. report on .this Company, whose
common stock we recommend espe-
cially for small iavestors.

Copy Free on Request

H. M. Byllesby & Company’
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RIttenhouse 6-3717 PH73

‘ . LYNCHBURG
%"|||IIIIIIIIIIII|lIIIIIIlllllllllllllllllllll-"
Trading Markets
American Furniture Cp. :
Bassett Furniture Ind.
Dan River Mills
——
Scott, Horner &
Mason, Inc.

Lynchburg, Va. '

Tele. LY 83 LD 33
A

PHILADELPH IA

'SPARTANBURG

Southern
Textile Securities

Properties

A. M. LAW & COMPANY

(Established 1892)

SPARTANBURG, S. C.

L. D. 51 Teletype SPBG 17

gins to have some meaning.
Back in 1940, at the start-of the
]defensc pxogrum the public_debt
was relatively small. It was small-
'or in terins of money and it was
l'smaller in relation to the whole
I‘)us'ness oi the country. At that
time it totaled about $50 billion.
Inthe year 1940, the value of all
the goods and services produced
by ‘this nation would - have

{lamounted to - ﬁpproxlmatﬂly $100

billion or twice the size of the na—
tional debt. But today, even with
over 60 million people employéd,
with - business -at unprecedented
levels, and with record peace-
time production, it would, take a
full year for our national produc-
tion to reach the f1gure of our
present national debt.

-The point I am making _ doesrlt

{ures.” Our debt is tremendous.
And you, as American citizens,
have made a very substantial in-
vestment in your govemmerit.
The ~wise, 'management of .‘the
funds which you-have: entrusted
‘to the government is, consequent-
ly, of direct. mtelest to every
American citizén.

You, as individual cmzens own
directly $67. billion- of - savings
bonds and other publie “debt i&-
sues.
tually has a far larger stake in the

(Continued on page 26)

put it briefly, we are:in the Ted|
the - ‘government:

faces an operating ‘defieit:for-this|
fiscai vear of a billion and“a-halt:|

need holqtt‘rmd with further flg— ;

Ahead

< The Republican leaders have

Is fjustifiéd.

comfort, Loss
of the first
four seats
would be

out an off-
setting - pick-
up, to “throw
‘control to-the
Democrats.

. -~ Phe amaz-
ingthing is
that this situ-

: ation' is being

some: ‘of - the
very' news-
papers ahd}
columnists.. who “have heretofore |
deplored ' such - a ‘split set-up, a
President, of one.party .and the
Senate control held by the op-
posxte party.

- Now: they'.seem to contemplatc

the -possibility: -with equanimity.
There are papers, in fact, that are
insisting - Dewey . wants- and, -in-
deed, would be better off if New
Deal  Serators weré elected - it
several of ‘the . States.
standing ‘example. is Tennegssee.
Four of the State’s eight larger
newspapels are supporting Dewey
‘on the one. hand, and Estesp
Kefauver, a New Dealer; for the
Senate on the other.
_ Those papers rationalizing this
sort of a ticket are the so-called
internationalists. Dewey was not
their man for the Republican
romination but he having gotten
it; they know that his election’is
certdin, and they are out to head
off every candidate whom they
consider an “isolationist.” .

They . have gone  completely
crazy, it would seem, on the
question of mtematlonahsm The
possibility of an irregular set-up
on the domestic front means not
a thing in the world to them. The
one and only test they apply is
whether: the candldate has the
glébal “mind; “in short, whether
he favors giving more money to
Greece- irrespective -of the fact
that the hundreds:of millions al-
ready sent has not accomplished a
thing, is admitted by -all those
who . know not to have accom-
plished anything, who admit fur-
ther that additional.funds will go
 down the same rat-hole.

It .is apparent that this state
"of mind needs a. pyschiatrist.

This writer has seen the war
hysteria that -accompanied. two
.world wars. -But. the: hysteria- of
the internationalists is just. about
‘as pronounced, just as uareason-
ing, just as intolerant.

. They . did -not prevail at the
Philadélphia Republican conven-
tion although they exercised a

5 Carlisle Barzeron

have ' preferred” Eisenhower ‘or
1Vandenbe1g as . the Repubhc'm
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' 'M By CARLISLE BARGERON :

enough, with- :

“helped by

An ‘out- |-

But, the average citizen. ac_»»tlemendous influence. They would-

of the Neit)s

bécome. seriotlisly concerned about

tHeir continued control of the Senate and apparently their concern
! Their Senators in Oklahoma, West Virginia, Wyoming
and ‘Minnasota are in jeopardy and sevexal others are havmg too
e hot a tight for®

rominee, They dldnt get thcm
but they did, at the outset, utterly
preclude any serious (,Ol"lsldéla-‘
tion of Bob Taft.

Dewey seemed the ideal compro-
mise between the so-called isola-~
tionist and internationalist: groups,
But the internationalists are -not
altogether happy about him, What
they have set out to do, his elecs
tion being inevitable, is take him
over ‘with their - propaganda and N
mould him to their desire. ; }

It .is. an .interesting study to
watch them proceed. Their propa- .
ganda, in effect is that Dewey
| himself is all rlght has -a broad
mind, a full grasp. of foreign- af-
fairs. He is in bad company run-
ning with the Republicans’ but
‘they intend . to rescue him. First
they will see that he is surrounded
by - thé right Kkind: of’ Senafors
even if “they are New Dealers.
‘What difference doés it make how
‘a- fellow stands on’ domestic -is=~
sues, if he has the broad grasp
of international problems.

Oh, they go even further. The
Republic;m Party, it seems, is re-
actionary and would turn back
the accomplishments of the great
*Roosevelt. But Dewey - is person-
ally not this way. He is a “liberal.”
He has a great future in the right
hands, not thé hands of those who
nominated him, but those who
are prepared o help him now.

It is a tremendous and not at all
subtle campaign that is being
directed at the New York Gov=-
ernor. He being very. human, I
| am not at all certain that it may
inot be effective. He is going- to
| be taken up to the mountain top
| by this crowd and shown the
promised “land. They have had
their way for so long under the
New Deal that they aren’t Jikely
to let their influence pass w1thout
a struggle. * )

One of the Governor’s greatest
problems now is not in being
elected. That is in- the bag. It is
to resist the blandishments of this
crowd. Because if he tries to play
ball with them he is in for a hard
time. The Republican Senators
have a way of keeping their Pres-
ident’s feet on the ground, = The
Republican Party is not a party
of one man rule. The Democratic
Party has -proved - under- Wilson

and Roosevelt that it is.

With Merrill Lynch, Pierce

(Special to THE ' FINANCIAL CHRONTCLE)Y

8AN ‘FRANCISCO, ~ CALIF.—
David - Rowland -has joined = fhe
staff of Merrill Lynch, Pierce,
Fenneér & Beane, 301 Montgomely
btreet

tJ R. Tinde“ Opens

(Special to' THE FINANLIM Cnnomurl

DENVER, COLO. — 7. Russell 3
Tindell is engaging in a securities
business from offices at 2757 Flll-
more Street.

. With Wyatt, Neal Fll‘n‘l

. ((Special to THE FINANCIAL CrnoNtcLE)
“ATLANTA, GA. — John; W
Armsby is now with. Wyatt, Neal °
& Waggoner, First National Bank

Building.

Elleene Zahm Opens
BUFFALO N. Y—Elleene M.
| Zahm is engaging in a securities

Under the c1rcumstances,v ¥
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. The Utility Industr
,S,enior‘Pa.rtner, Duff and Phelps, Chicago, Il
Mr. Stathas reviews dynamic growth and excellent

‘and though depicting slight. trend

.ward increase in ratio of bonded indebtedness,

likely to be granted, utilities will

occupy better invesiment position. ‘
. prospective yields on these shares are liberal.

To cover the public utility industry in all of its phases would indeed be a long story.

Consequently this talk will be
electric utility industry,
phone seg- .
ments to some
extent, and
very briefly
on the manu-
factured gas
and transpor-
tation -compo-
nents, -

The dvnam-
ic growth and
exeellent per-
formance of
the electric
utility indus- |}
try during the. -
p ast several
years is. well
known, but a
review of its significant trends
may be of interest at this point in
order to grasp the over-all picture. |
For simplicity, the major items
may be compared in terms of in-|
dex numbers as follows, using the
year .1940 as 100, Incidentally,
most of the figures cover the Class
A’and B privately owned electric
companies which . constitute the
bulk of the industry:

As far as operating revenues
are concerned, the electric indus-
try kas shown a dynamic growth
of almosi 54% between 1940 and
1947, and this growth is continu- |
ing at'a good pace in 1948. To the
12" months ended -June 30, 1948
the revenue growth showed an in-
creasz of almost 63% since 1940,
Operation and maintenance ex-
penses, however, increased at a
somewhat more rapid rate and thc
increase between 1940 and the 12
months ended June 30, 1948
amounted to almost 1139, In spite
of this, the net operating income,
before taxes and depreciation,
showed an increase of 26.4
which is deemed a satisfactory |
showing, particularly in the light
of the intlationary trends which
have resuited in substantial in-
creases in the cost of doing busi-
ness. Between 1940 and the .12
months ended June 30, 1948, de-
preciation charges and taxes have
gone up substantially as would be
expected and theincreasesamount-
ed_to almost.34% and 67%,-re-|
spectively, with the result that |
gross income available for fixed
charges and dividend payments
remained stationary, or only 0.2%
above the 1940 level.

As is well known, however, the
electric industry has had the bene-'
tit of refunding its debt at con-
siderably lower interest rates and,’
as.a resull; its income deductions
between 1940 and the latest 192-
month period showed a decline of
27.2%. Consequently, the net in-
come for the -12 months ‘ended
June 30, 1948 was about ‘1614 %,
greater than in 1940. . Similar re-
fundings occurred in the pre-
terred stock issues and, in conse-
quence, the annual preferred divi-
dend requirements of the industry
are now about 229% below.the 1940
level, § )

¢

P. P. Stathas

7
/0y

Long-Term Debt Down
- Incidentally, it is of interest to
observe that in spite, of the growth
which: occurred ‘during the past 8
years, the long-term debt of the
electric irdustry went down from
$6,895,460,000 in 1940 to $6,601,~
428,000 in 1947, a drop of some

*An address by Mr. Stathas be-
fore the 22nd Western, Regional
Trust Conferenee--of the Trust

" Diyision of the American Bankers:
Association, Portland, Qre., Oct..
15,1948,

although in addition we shall touch upon the natural gas and tele-

.| long-term debt was 3.87%
11947, a decline of 25.3%.
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v Outlook

By PETER P. STATHAS *

performance of utilities during past several years,
downward of earnings’ growth, together: with' moderate tendency to-
contends, with only moderate rate adjustments, that are
continue to prospzr and their common stocks, as well as bonds, will
Looks for highzr dividends on utility stocks, and says present and
Stressés need of selectivity in utility. investment.

confined mainly. to some of the fundamental aspects of the

$294,000,000, or 4.3%. ‘The pre- holders, by way of the much lower
terred stock, on the other hand, |yields which they now obtain on
showed a small increase of some|the senior securities held. Of
$43,498,000, or 2%, during the ! course, the common stockholders
same period, but the ever-all re- "ha.yo made -some contribution by
duction. in senior securities way of retained earnings which
amounted to $250 534,000, or 2.8%. | have been reinvested in the prop-
The composite interest rate on |perties. - Others sharing in the
in: 1940  grewth benefits of the electric in-
as compared with only 2.89% in{austry during the period under
The ‘review were the rate payers, labor
rateland - the various governmental
in 1940,. as' compared agencies through increased tax
in 1947, a reduction | collections.
% %. . Thus, annual income | Considering the substantial in-
deductions and preferred dividend;,,rease in the cost of doing busi-
requirements between. 1940 and ness which. was occasioned dur-
1947 were reduced from $448,801,- | ing this inflationary period, the
000 to $336,224,000, a decrease of | electric industry has given a good
some. $112,577,000, 0r 25.1%. - It | aeconnt of itself and has displayed
Is of intevest further . to 0b56rVe!éxceUent resiliency in its funda-
that ihe composite annual cost of "mentally cound position with re-

meney to the  electric ind'USt,rY!spect to increment costs as com-
representing: debt ‘and preferred |

composite preferred dividend'
was 5.949%
with 4.53%

A, | pared with incremental revenues
stock, was 5% in 1940 as compared | ghtained under the existing rate
with 3.85% in 1947, a drop Of Ischedules, It should be noted
some 2395, . { that laber rates have gone up 60%
As a result of these refunding!to 0% since 1940. Coal prices.|
t in- | have gone up about 70% and fuel |

operatlions, the balance of ne
|oil prices about 150%. ‘This was

come  avrilable for the common
slocks' o1 the  electrie ”"dusu‘y"also a-period of rate reductions}:
tween 1940 and 1947, and similarly |and the rate schedules of the in-

showe i an increase cf “9+5 % be- |

|dividend - payments on the com-1{dustry were reduced about 10%

mons showed a corresponding in-{during tho past 10 years. As a
crease of 22.8%. Thus, earnings-|result of ‘these rate reductions,
wise, the common stock positiou'plus the effect of the increased
received a substantial benefit and consumption  billed at the lower
the principal ‘contributors to this | steps of the rate schedules, the
have been the senior security-faverage price per kilowatt-hour

Growth Comparison, Index
(Year 1940 taken as.100)
& v 12 Months
Ended
June 30,48
162.9
212.6

1046
137.0
156.5

Total Eleciric Operating” Revenues_..©._ ' "'
Total Electric Operation and Maintenance Ex)pense-
Electric Utility Operating Income (before -depreci
tion and taxes)__ . __ AT
Da})reciar.ion e e
Taxes =. ST O .
Gross ‘Income (All Deps
Income Deductions
Net Income .. ..
Preferred Dividen
Balance for Common_
Common . -Dividends L =
Investment in. Utility Plant (All Departments):
Gross Beok Value.____ . _ Sl
Net Book Value
Net Working Capital. . __
“*Number of Ultimate. Customers
*Generating Capacity ... _ &
“Annual Capacity Factor__ : 124.6
*Total Kwh. Sales to Ultimat idr a2 160.8
“Index figures ave for all electric utili iés, including publicly
to the public power supply. - }
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122.4
123.8
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102.1
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116.4
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166.8
100.2
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-owned, contributing

Underwriters — Distributors

| Dealers
'PUBLIC UTILITY, RAILROAD
and INDUSTRIAL SECURITIES

W. C. Langley & Co.
' M em»bers N e@u‘ Yo:k Stégk Exchange

1—15 Broadway o iNew; York 6, N. Y.
"8 ‘ Tel. BArclay 7-8800 '

sold to all classes of ‘services
showed a drop from 2.06¢ for 1940
to 1.77c for 1947. This decline of
14.1% in the over-all average
price for electric service is aston-
ishing when examined in conjunc-
tion with the fact that the cost of
living index during the same pe-
viod chowed an increase of 70%
and the general
than utility service has gone up
{remendously. You can well im-
agine what would have happened

price level other |

even to the strongest industrial
concern if it were selling its prod-
ucts today at prices 14% below
the prewar level,

Trend of Income

Currently, the electric industry,
while still enjoying satisfactory
operating revenue increases, is
running a little behind from the
standnoint of net operating income
in comparison  with the corre=
sponding 1947 period:

———-Per Cent Increasc—1948 over 1947

Total Electric
Operating
Revenues

12.2%

Month—

January _

February

March

April __ ..

May .

June ___

July
* 7 Months ended July 31___
12 Monihs ended July 31___

“Decreasc.

The month By month
creases in operating  revenue
have varied from a low of 10.7%
in-May, 1948 to a high of 14.19
in - July. The corresponding in-
creases in total operating ex-
penses, including taxes and de-
preciation, have varied - between
15.9% and 18.2% which shows a
relatively higher  rate of in-
crease than the corresponding in-
crease in operating revenue. A
review of the operations for the
first seven months of 1948 shows
that July was the first month. in
which' net operating income
showed an increase of 5.8% over

July, 1947, while  the.  other

in-

Total Electric
QOper. Exp,
Depr. and Taxes

30

Net Electrie
Operating
Income

months, with the exception of
April, where a 1% increase was
shown, showed declines in . net
operating income ranging between
04% and 6.6%. For the seven
months ended July 31, 1948,-the:
composite decline in net electriec
operating income amounted to
1.7%, while the corresponding de-
cline for the 12 months ended
July 31, 1948 amounted to 0.4%.
While this drop in net operating
income is only nominal, our anal-
ysis of the situation points to the
conclusion that the net operating

income of the industry in 19{18 is
likely to be very slightly lower
(Continued on page 16)
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A Look at the Rails

By E. FREDERIC UHRBROCK*
Statistical Department, Vilas & Hickey
Members of the New York Stock Exchange

In answering question “where do we go from here” with reference to railroad securities, Mr. Uhrbrock

stresses importance ‘of continued prosperity and higher freight rates in maintaining rails in present finan-

. cial position. Points out railroads are better prepared to meet depression than in early 30s, but warns

individual ‘companies may be affected differently by downward change in conditions. Stresses higher
yields and good earnings position of railroad preferred and common stocks.

I am very happy to have the privilege of being here today to discuss the railroad in-
dustry and give you our thoughts on the subject at this time. I say “at this time” because
that the conditions under which the industry operates are

we all know and appreciate

always chang-
ing. It.would
be a most un-
happy picture
it this were
not so. Prog-
ress necessi-
tates change.
It is our job
as analysts to
attempt to
measure the
extent of pos-
sible changes
and then re-
late our con-
clusions to
some positive
market rec-
ommendations. It should not be
necessary to dwell much on the
past, except to the extent of ex-
plaining reasons for some conclu-
sions as to direction of any trend
“from the industry’s present posi-
tion. As we see the picture today,
the industry is currently operating
at an annual rate of about $10 bil-
lion total revenues and $1.2 billion
of net railway operating income.
The final figures for 1948, however,
will not run that high because of
the exceptionally severe weather
conditions in the early months of
the year, the coal strike and the
fact that the rails have enjoyed
the full benefits of present rates
for only part of the year. On top
of this we must consider the third
round of wages currently under
negotiation. At the moment, our
best guess on the probable results
for 1948 is $9.7 billion in gross,
$900-950 million of net railway
operaling income, which in turn
would mean about $600-650 mil-
lion in net income. This estimate
allows for a 10c an hour wage
increase for all employees for the
last quarter of the year. Last year,
1947, on a gross of $8.7 billions,
net railway operating income to-
taled $781 million and net income
$479 millions.

Obviously, the big auestion is,
“Where do we go from here?”
particularly since we have been
riding on the crest of a high wave

of activity. I believe that the re-

E. Frederic Uhrbrock

*An address by Mr. Uhrbrock at
meeting of the Philadelphia Secu-
rities Association, Philadelphia,
Pa, Oct. 18, 1948.

. | cession in business which many

economists have been predicting
for the last few years will become
evident as we get into 1940. How-
ever, I do not look for a broad
scale let-down in all lines. I'm
anticipating a continuation of ad-
justments in individual lines, such
as we have seen in such ‘things as
furs, jewelry, certain types of
electrical appliances and: textiles,
at somewhat more accelerated
pace. On the other hand, I expect
steel, automobile, building, and
lines allied therewith to continue
at a lively pace. Thé result of my
thinking is that we may witness
an overall decline of about 10%
in business activity by the end of
1949—with the average for the
year about 5% under 1948. I am
intentionally skipping at this time
any discussion of the many things
considered as part of the back-
ground, as it would probably ab-
sorb all of my allotted time and
lead completely away from the
topic at hand—namely, the out-
look for railroads.

The overall outlook for business
is only one of the imponderables
with which we must deal in at-
tempting to get at possible oper-
ating results for the industry in
1949.

Level of Freight Rates

The level of freight rates is
going to have an important bear-
ing on operating revenues, | The
railroads now have an application
before the ICC asking for a 13%
further increase in freight rates.
Assuming no diversion or loss of
traffie, this increase would aggre-
gate about $1,040 million for 1949.
The Commission had: heretofore
set Nov. 30 for hearing on the
railroad’s original, application for
an 8% increase, In the amended
petition the railroads asked that
the Commission grant the 8% im-
mediately without waiting for the
hearings. It is anybody’s guess
how soon and to what extent the
ICC will go along with the roads
on a further increase.

We have given much thought to
the overall question of freight
rates and ICC procedure in con-
nection therewith. Obviously,
there must be some limit to which
rates can be raised and still keep
traffic moving in volume. On the

NEVER put off 'till “manana”

what you can do today. First:
Make your attendance plans for
the big annual NSTA Convention
held in Dallas startin’ this Nov. 14.

S

all the NSTA doings.

ECOND: Make sure your firm is represented‘in The
“Chronicle’s” big official Convention Issue covering
For the best possible position in the

Special Issue send your copy for a page, half-page, or
quarter-page or less to “The Chronicle,” 25 Park Place,
New York 8. You can phonefor rates: REctor 2-9570.

p:/lfraser.stlouisfed.org/..- .-

other hand, it is also quite obvious
that the railroads cannot absorb
huge increases in wages and other
costs of operation without obtain-
ing higher rates for their services.
It’s not an easy problem for the
ICC or anyone else to solve. The
ICC has come in for a lot of harsh
criticism - of their ' handling Ex
Parte 162 and 166. There is no
point in belaboring the Commis-
sion again at this time for what
has {ranspired. Rather, without on
the other hand defending the Com-
mission, ‘examine, ‘if we can, the
background and philosophy that
would appear to govern their past
decisions and'see if we can get a
better perspective, in an endeavor
to know what may transpire with
respect to the present request.

In 1946 the railroads filed thejr
application for higher rates on
April 15. The Commission set
hearings for May 6, and then held
sectional hearings during July and
August with a final hearing in
September. Their decision was
handed down on Dec. 5. Now, in+
connection with the present ap-
plication, the petition for the 8%
increase was filed Octs1. Again
hearings have been called for—
this time Nov. 30. Again we have
delay—not unexpected in view of-
the Commission’s last decision
definitely closing Ex Parte 166.
Nevertheless, it still adds up to
delay which,. from  a practical
standpaint. considering that this is
again a request for a broad in-
crease and not an isolated com-
modity rate, appears rather a
stupid procedure. Certainly, the
Commission must be familiar with
the practical dollar and cents bal-
ance of railroad revenues and ex-

be a genius to calculate that a 10¢
an hour.wage increase ‘on present
levels of activity will cost the in-
dustry about $400 million annually.
Adjusting for income taxes,: this
means a net cost of about $2
million. Now, if the industry in
1948 will produce $900-950 mil-
lion of net railway-operating in-
come, absorption of the wage in-
crease, without any rate increase,
would cut net railway operating
income to $620-670 million. The
lower figure is only $30 million
larger than that reported in 1939
when operating ' revenues were
almost $6 billion less' than that
expected for 1948.

Higher Rates Needed
.Pure simple arithmetic alone
clearly indicates the absolute ne-
cessity for a rate increase. 'The
obvious question now is, “Why the
delay?” The answer to that lies
in a piece of legislation bearing
the title of the Inierstate Com-

This little gem of Congressional
action is a hodge-podge of amend-
ments tacked on to the original
act. Too often, by the time amend-
ments are made, a new set of con-
ditions arise that require amend-
ments of the amendments, so that
at any one time the act is often

| woefully inadequate to deal with

an immedite probiem.

Section 15 of the act deals with
rate changes. There is nothing in
Section 15 which requires the ICC
to hold hearings and suspend the
requested rate change pending the
Commission’s deliberations, How-
ever, I'll admit tnat the section is
so worded to infer that such a

(Contitwied ‘on’ page 40)

penses. Certainly, no one needs to |-

merce Act, Revised Sept. 18, 1940. |/

- Dealer-Broker Investment
Recommendations and Literature

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

Financial ' Survey — Leaflet —
Peter P. McDermott & Co., 44
Wall Street, New York 5, N. Y.

Included in the survey are data
on Allied Stores Corp., Atlas Ply-
wood Corp., Consolidated Edison
Co. of New York, Master Electric
Co., Morris & Essex Railroad,
Philadelphia & Reading Coal &
Iron Co., and Westinghouse Air
Brake Co. : .

“Local Notes”—Data on Ken-
tucky ‘companies — The Bankers
Bond  Co., Inc., Kentucky Home
Life Co., Louisville 2, Ky.

Also available are reprints of
“Economic Defense of the United
States” and “Stop Inflation by
Use of the Gold Standard.”

Market—Leaflet—Stanley Hel-
ler & Co., 30 Pine Street, New
York 5, N, Y. d

Market Trend—Analysis—Cohu
& Co., 1 Wall Street, New York 5,

Y

Also available is a circular on
James Lees & Sons Co.

New York City Banks Stocks—-
Third quarter analysis and com-
narison of 19 New York City Bank
Stocks—Laird, Bissell & Meeds,
120 Broadway, New York 5, N. Y.

“Public Utilities—Discussion in
“Stern Facts and Figures”’—Stern
& Co.,, 25 Broad Street, New
York 4, N, Y. © .« .

Public Utility and Natural Gas
Stocks—Data—G. A. Saxton &
Co}, Inc., 70 Pine Street, New
York 5, N, Y.

* * *

Airline Foods Corp.—Study—
Straus & Blosser, 135 South La
Salle Street, Chicago 3, Il

Arkansas Western Gas Company
—Detailed information for dealers
—Comstock & Co., 231 South La
Salle Street, Chicago 4, Ill.

,American Cyanamid Co.—An-
alysis—Eastman, Dillon & Co., 15
Broad- Street; New York 5, N Y.

Also “available are analyses. of
Harshaw Chemical Co., Murray
Corp.: of America, Natienal Bis-
cuit Co, and Timken Detroit Axle
.Co.

Associated Transport—Circular
—Vilas & Hickey, 49 Wall Street,
New York 5, N. Y.

Also available is a leaflet of

Railroad Developments.
“Bausch & Lomb Optical Co.—
Circular—John B. Dunbar & Co.,
634 South Spring Street, Los An-
geles 14, Calif,

Also available are an analysis
of Stromberg-Carlson Co. and of
the Filtrol Corp.

Black, Sivalls & Bryson, Inc.—
Analysis—William A. Fuller &
Co., 209 South La Salle Street,
Chicago 4, IlL

Botany Mills, Inc.—Circular—
Kiser, Cohn & Shumaker, Inc.,
Circle Tower, Indianapolis 4, Ind.
Also  available are descriptive
circulars on National Homes
Corp., Indiana Gas.& Water Co.,
Northern Indiana Public Service
Co.
Book of the Month Club, Inc.

Central Foundry — Circular —
Bendix, Luitweiler & Co., 52 Wall
Street, New York 5, N. Y.

Chicago, Great Western Rail-
way Co.—Circular—A. M: Kidder
& Co., 1 Wall Street; New York 5,
N. Y. .

1" Cleveland " Cliffs’ Iron - Co.—

Ohio Water Service .Co., P

Memorandum — Amott, Baker &
Co., Inc., 150 Broadway, New
York 7, N. Y.

Dormitzer Electric. & Manufac~
turing Corp.—Circular—Schirmer,
Atherton & -Co.,, 50 Congress
Street, Boston 9, Mass,

Emery Air Freight Corp.—An-
alysis — Reynolds & Co., 120
Broadway, New York 5, N. Y.

Froedtert Grain & Malting Co.
—Analysis—Loewi & Co., 225 E.
Mason Street, Milwaukee 2, Wis.

Haskelite Manufacturing Corp.
—Circular—Brailsford & Co., 208
ISlcl)uth La Salle Street, Chicago 4,

-

Jones & Laughlin Steel Corp.—
Study — Goodbody & Co., 115
Broadway, New York 6, N. Y.

Also available are circulars on
Georgia Pacific Plywood & Lum-
ber Co. and A. E. Staley Manu-
facturing Corp.; leaflets on Amer-
ican Airlines, F. W. Dodge, Great
Lakes Steel Corp., Missouri Pa-
cific, Pennsylvania Central, and
Pure Oil, and comment on Third
Avenue Railway.

Kansas City Southern Railway
Co.—Analysis—Smith, Barney &
Co., 14 Wall Street, New York 5,
N. Y.

Lionel Corp.—Circular—Eman-
uel, Deetjen & Co., 52 William
Street, New York 5, N. Y.

McKesson - & Robbins, ‘Inc. —
Memorandum—=Sutro Bros. & Co.,
120 Broadway, New York 5, N, Y.

Middle West Corp.—Analysis—
Rogers & Tracy, 120 South La
Salle Street, Chicago 3, Ill.

Muter Co.—Data on electronics
company recently designated as -
licensed manufacturer of machine
used in application of -electronic
rays for treatment of internal
cancer—Hicks & Price, 231 South
La Salle Street, Chicago 4, Ill.

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

New Orleans ‘Banks — Study—
Howard, Labouisse, Friedrichs &
Co., Hibernia Bldg., New Orleans
12, La.

Phoenix Silk Corp.— Data —
George Birkins Co., 40 Exchange
Place, New York 5, N, Y,

Puget Sound Power & Light Co.
—Memorandum—Buckley Securi-
ties Corp., 1420 Walnut Street,
Philadelphia 2, Pa.

Scullin Steel Co,— Circular—
Taussig, Day & Co., Inc, 316
North Eighth Street, St. Louis 1,
Mo.

Sterling 0il of Oklahoma, Inc.
—Card memorandum—Greenfield,
Lax & Co., Inc, 40 Exchange
Place, New York 5, N. Y. )

Strawbridge & Clothier —Re-
port—H, M. Byllesby & Co., Stock
Exchange Bldg., Philadelphia ‘2,

a. ;

Taylor, Pearson and Carson—
Analysis in current issue of “In=-
vesiment ‘Securities Review” —
James Richardson & Sons, 80
King Street W., Toronto, and 367
Main Street, Winnipeg, Man.

Wheeling'& Lake Erie—Discus- -

sion in current issue of “Railroad
(Continued on page-11)
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Sees More Vigor Needed If Security Business Is
to Perform Its Economic Function

Harold B. Dorsey, President of Argus Research Corporation, in dis-

cussion of general economics and security markets, points out bar-

riers thrown in way of operation of securities business, with result

that an abnormally small proportion of new capital is represented by

equity investment. Sees need of devising methods to guide funds

into common stock, and calls for end of present lethargy and revival
of mew ideas and aggressiveness. Lists recommended stocks.

In a weekly staff report, signed by Harold B. Dorsey, President
rporation in New York City, the lethargy
and the impeded flow of capital funds into
d in large part on a decline in morale and
lack of vigor®

of the Argus Research Co
in the securities markets
equity securities is blame

-

in the person-
nel of securi-
ties business
and he urges
a revival of

- vigor and ag-
gressiveness;

progress—unless a norma} pro-
portion of individual savings 'is
directed into investment in com-

mon . stocks.. The proportion is
subnormal now. The security
business may have been geared up

to handle the investment of sur-
plus savings in common stocks on
a relatively concentrated basis
heretofore but, althcugh the sum
total of individual savings for the
nation as a whole is larger than
it has ever been before, these
funds are now scattered among
many millions of people in com-
paratively small pieces. Some
method must be devised to guide
these funds back into the eco-
nomic stream—efficiently, honest-
ly and intelligently,
“Undoubtedly, part of the pres-
ent lethargy is ‘due to the fact
that the security business has been
beaten and abused unmercifully
for the last 15 years; it is ‘punch
drunk.’ Revival of the morale of
its personnel is needed to stimu-
late new ideas and aggressiveness.

Largely due to the abuse that has
been ‘heaped upon- the industry,

little new blood has flowed in for

ﬁearly 20‘yéars, which in itself is
a problem that needs more serious
consideration, It must be admitted
that there exists within the per-
sonnel of the security business a
large element of timidity which
would certainly mean utter fail-
ure for the salesman of automo-
hiles, refrigerators or any other
commodity,

“Now the fact of the matter is
that there has never been a time
when the investing public could
have so much faith in the integ-
rity, sincerity and capability of
the security business, as there is
loday. The statistics on savings
prove conclusively that the pros-
pective investing public is in need
of the service which the security
business can render, and it is be-
coming increasingly vital to our
economy that the security busi-

form its normal and honorable
economic function,

“The potential investor should
be approached just as any other
potential customer is approached
by a salesman, and the product
and' service should be explained.
This potential investor that we
have in mind has surplus savings
over and above a normal safety
reserve. On these surplus funds
he is getting a meager return, if
any. We have found that he is
quite interested indeed in some of
the 6% returns that are currently
available on good quality common:
stocks but (1) he is embarrassed
about displaying his lack of ex-
perience in investment matters, or
(2) the 1natter has never been
called to ‘his attention, and/or
(3) . no: serious effort has been
made to place before him the fact:

(Continued on page 42) '’

ness get on with the job and per-

According to
Mr. Dorsey:

“For’ some

reason or

- other there

. Seems to be a

hesitaney-to| = =
tackle — con [ ¢

sitruc tively,

with vigor

and with com-
plete frankness—a subject. of ma-
jor importance to . our: economic |
‘and social ‘structure, to the se-
curity business and to millions of
potential .investors. If we are to
sustain the long-term upward
trend in' the nation’s standard of
living, or even if we are to take
care ‘of the 'populaton growth
trend and only maintain the pres-
ent standard of living, a normal
proportion of each year’s national
income must necessarily be di-
rected into capital investments.
And if the obvious vulnerabilty
of a topheavy business debt struc-
ture is to be avoided, a normal
proportior: of capital investment
must necessarily be: directed into
common stocks,

“Without waxing statistical, it
is commor. knowledge that an un-
usually Jarge proportion of the
capital requirements of business
has been represented by debt and
an  abnormally small propor-
tion has been represented by new
equily investments, Very recent-
ly the Chairman of the Securities

- and Exchange Commission stated
that if the present financing trend
continues, ‘industry will face the
inevitable shakedown that follows
prosperity with its capital: strue-
tures heavily loaded with debt
and with a high burden of fixed |
charges.’

“It seems to us that this condi- |
tion raises a very valid question
as to whether or not the security
business has been carrying out ils
proper economic function. Many
barriers have been thrown in the

* way, of the normal operations of
the security business, but at the
same time, we wonder whether

. the lesders of the business have
exercised the merchandising in-
genuity that they so vigorously
demand from the managements of
companies in which their clients
invest. capital Revolutionary
methods of merchandising may be
necessary; revolutionary measures
in the merchandising of furs, au-
tomobiles, washing machines and
other connmodities have been de-
veloped to meet the particular
conditions invelved.

“As a matter of fact, revolution-
ary changes have taken place in
the market for securities; it is
more of a mass market in small

. pieces then the relatively concen-

. trated market in large pieces that
it used tc be. A recognition of
this change in itself indicates that
there must be a change in mer-
chandising methods.

“At any rate, let us recognize
the problems and conditions as
they really exist starting off with

. the ' fundamental economic fact
that the economic and social prog-
-ress- of this .country: cannot -be
' maintained on a sound basis—.
much less can it continue to make

Harold B. Dorsey
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reports o

Jor the fiscal year ended June 30, 1948

A

REG, TRADY. MARK <

textile company :

HIGHLIGHTS

OF THE YEAR’

NEW RECORDS for production, sales and earnings were
established during a year of significant progress.
Consolidated net income amounted to $23,042,248
compared with $21,132,358 in the preceding year.
In_addition, the corporation’s share of undistributed
earnings in compahies not consolidatéd amounted
to $521,343.

EARNINGS PER COMMON SHARE increased fo $5.64
compared with $5.36 the year before. Since the end
of the fiscal year the number of outstanding common
shares has been increased to 4,280,255 by payment
of a 107 stock dividend. With the retirement of pre-
ferred stock during the year, a simplified capital
structure now consists solely of common stock. Net
working capital totaled $42,015,349 an increase of
$5,548,930 for the year. i

NET SALES of $256,085,413, including inter-company.
sales, were achieved during the year, compared with
$230,194,945 for the preceding year,

68 RETAIL CLOTHING STORES are now in operation,
This compares with 43 store units in operation a year
ago. Following the purchase of ‘substantial minority

" interest in Case Clothes, Inc., this company has been

entirely absorbed and all stores are now conducted

S OPERATIONS

under the name of Robert Hall Clothes, Inc. The rapid
expansion of the retail clothing chain is expected to

have an important effect on the company's future’

results.

FOREIGN OPERATIONS were marked by the comple-
tion of new plants in Venezvela and Uruguay which
are expected to contribute earnings within the period
ending December 31, 1948, Canadian and. Argen-
tine subsidiaries enjoyed good business. Textiles are
in heavy demand in all of these countries and, with
the exception of Venezuela, imports are greatly cur-
tailed on account of foreign exchange restrictions.
The company's export of merchandise increased
slightly over the previous year but because of a
shortage of American dollars in many- countries @
decline’ of activity in this field is anticipated.

IMPORTANT IMPROVEMENTS and addirions to the com-
pany's manufacturing facilities were made during the
year, While the major portion of this program has
been accomplished, further ‘modernization: will' be
‘carried out during the next year. The realization of
these plans should insure, for both stockholders: and

employees, an added measure of stability. and '

protection.

FIVE YEARS AT A GLANCE

1948
Total Net Sales (Including Intercompany _—
Sales)
Net Profits 22,042,248
Number of C Shares Outstanding #3,890,315
Total Dividends Paid on Common Stock $ 6,228,952 $
Working Cagital 42,015,349
Common Stock and Surplus 67,871,678

9107 Stock Dividend, July 30, 1948 ***Sjock split 3 for 1 August 14, 1946

443,898,125

YEARS ENDED JUNE 30
————
1947 1946 1945 1944

$256,085,413 . $230,194,945 $160,402,043 $126,362,417 $125,587,446

5,334,049
41,264,772
1,770,230 $
30,919,282 26,430,708
31,150,192 . 27,995,640

*10% Stock Dividend, May 6, 1944

4,984,098
*632,388
1,178,916

21,132,358 9,098,705
1,281,025
5,850,977 $ 2,800,138 §
36,466,419 33,152,645
52,746,135 37,237,783 -

**Stock split 2 for 1 March 7, 1945

1412 BROADWAY, NEW YORK 18, N.Y, -

United Merchants and Manufacturers, Ine.
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Security Traders Club of St. Louis

(Reading clockwise): guest: Rudy Graf, G. H.-Walker & Co. (with back to camera): Ray Denyven, Fusz=Schmelzle & Cb.; Herb Roach, O. H. Wibbing & Co.; John'Matye,
Bob Pauli, Scherck, Richter Co.; Andy Mills, Newhard, Cook & Co.; Edward Harnett, Dempsey-Tegeler. & Co., Mike Sestric, I. M. Simon & Co.; John Bunn, Stifel, Nicolaus
C. J. Devine & Co.; Standing: Herb Condie, Newhard, Cook' & Co, and Tomimy Ayers, o Cu.;. Heru. Condie;,  Newhard, Cook & Co.; Tom -Ayers, Taussig. Dau. & Co.;
i Taussig, Day & Co. (seated) - Clarvence [I. Mzender, G. H. Walker & Co.; incoming President, and

: Charles 'W. Hahn, Scherck, Richter Co., retiring President

1 1 k £ :
Norman Heitner, Blewer, Heitner & Glynn; Bert Horn- H. L. Brocksmith, Stifel, Nicolaus & Co. (with back to
ing, Stifel, Nicolaus & Co.; -Joe : Petersen, Eckhardt, - camera); Max Kaplan, White & Co.; Bill Taussig,
Peterson & Co.; Jerry Fox, Merrill Lynch, Merrill Lynch, Pierce, Fenner & Beane; Fred Kelly,
Pierce, Fenner & Beane Ay Stifel, Nicolaus & Co.

Ted Honig, D ey-Tegel  Ji N . Jerome F. Tegeler and Theo. C. Honig, both of | Gordon Scherck, Chas. W, Hahn, Henry J. Richter,
7 T en;?sé.yEdi%:f& ?‘ ggﬁlemmy_ ”ew?H" i 3 Dgempsey—Tege_ler & Co. TR ‘Tom Kltchgn, all of ‘Scherck, Richter Co. '

1

.Stix Friedman, Friedman, Brokaw & ‘Lesser; Ed. Welch, Pail Yarrow, Clement, Curtis & Co., C_hig':ggo; Clarencé J. : .Bviii‘bapyxnstatter, Stifel, if\ficolaus & Co.; ‘Emmet Byrne,
.Sincere & Co., Chicago; Firmin:Fusz; 1 v Mapenders G H: ’:Wul_kerr;&wCu:-;anrmm "Fusz,. Fusz-. ......Dempsey-Tegeléer &-Co:, St. Louis; Ed. H. Welch,
Fusz-Schmelzle & Co, Schmelzle & Co.; Dick Walsh; Newhard, Cook & Co. ’ Sincere & :Co.,.Chicago

4
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Michigan

Brevities

A registration statement covering 458,158 shares of no par value
common stock of Consumers Power Co., Jackson, was. filed with
the Securities and Exchange.Commission on Oct, 15. It is proposed

that these shares be oftered to common

stockholders of record.on or

about Nov, ©5, 1948 at $33 ‘per

share on the basis of one new
share for each nine ' shares held.
Rights are to expire on or about
Nov. 19. The offering will not be |
underwritten. Net proceeds are to |
be used to pay for additions and:
improvements, ete.

The Commonwealth & Southern
Corp. (Del.), the owner of 3,-
623,432 of the 4,123,432 outstand-
ing shares of common stock of
Consumers Power Co. proposes to
exercise its right to subscribe to
402,603 of the 458,158 new shares |
to be offered, and to over-sub- !
scribe to the extent of 9,456 addi-
tional shares not taken by other
stockholders,

a -

If the stockholders of The
Detroit Edison Co. on Oct. 26
approve the proposal to author-
ize the directors to issue ap-
proximately $47,000,000 of 10-
year convertible debentures,
such debentures will be offered
to. stockhiolders of record Nov.
10, 1948 for subseription at the
rate of $100 principal amount
for each 15 shares of stock held.
Rights will expire Dec. 1. It is
planned to use the proceeds to
retire interim bank loans which
have temporarily financed con-
struction to date and will, it is
believed, enable the company to
finance its $100,000,000 con-
struction program until the fall
of 1949 when further financing
may be necessary, The new de-
bentures will be convertible into

Parke, Davis & Co. ‘and ‘Na-
‘tional Stamping Co. .

=

James Gerity, Jr., President of
Gerity-Michigan Corp., on Sept. 28
stated that future dividend actions
will be taken by the directors in
the month following -the close of
the quarter, rather than in the last
month of the quarter as hereto-
fore. No. action was taken regard-
ing dividends at the September
meeting of the board. During the
current year, the company paid 20
cents each on Jan. 15 and April
30; and 10 cents on July 30,

Donald. E, Nichols, of High-
land Park, Ill., Vice-President of
Ames, Emerich & Co., invest-
ment bankers, has been elected
a director of Gerity-Michigan
Corp. to fill a vacancy on the
board,

Net sales of Motor Products
Corp., Detroit, for the year ended
June 30, 1948 were $46,208,932,
from which a net profit of $2,861,-
863, or $7.33 per share, was real-
ized. ‘This compares with net sales
of $36,729,638 and net profit of.
$1,866,446, or $4.78 per share, for
the previous fiscal year.” A. L‘]
Lott; President, said that “profits
in the last quarter were adverse-
ly affected by the Chrysler strike,
the,c,‘xax1ge¢0ve1' at Ford, and the
wage increase of 13 cents per hour
granted in June.” ™ !

o

Watling, Lerchen & Co. and

Missouri Brevities

A nationwide group of 134 underwriter,
fered $60,000,000 3% debentures due Oct. 1
of $100 par value 4.50% series preferred stock of R. J. Reynolds To-
bacco Co. at their principal amount, plus interest or dividends acerued
as the case may be. The Missour.¢
sankers participating in this group
were: Reinholdt & Gardner, New-
hard, Cook & Co., I, M. Simon &
Co., Smith, Moore & Co., Stern
Brothers.& Co.; Stifel; Nicolaus &
Co., Inc, Stix & Co., Peltason,
Tenenbaum ~ Co. . and . Scherck;
Richter Co. The net proceeds are
to be used to reduce ‘outstanding
short-term notes, .

% %

s on Sept. 30 publicly of-
, 1973, and 260,000 shares

Edward D, JYones & Co. and
McCourtney - Breckenridge = &
Co., St. Loujs, were among the
14 junderwriters ‘who publicly -
otfered on Oct. 14 an issue of
. 80,000 shares of Central Electric
& Gas Co. $2.50 cumulative pre-
ferred stock, without par value,
at $48 per share and dividends.

Rice-Stix Dry Goods Co., St.
Louis, for the three months ended
Aug. 31,.1948 reports net sales of
$14,009,112, compared “with $13,-
020,038 " for - the :corresponding
quarter last year. Net profit after
taxes was estimated at $317,512,
against $567,256  for the _three
months ended Aug. 31, 1947. For
the nine months ended Aug, 31,
1948 net’ sales totaled $41,545,230,
compared with $41,146,455 for the
corresponding period a year ago,
while " net after taxes was -esti-
mated at '$1,654,712, as against
$1,954,965 for:the same period in
the preceding fiscal year.

Among the bankers partici-
bating in the public offering on
Sept. 22 of $75,000,000 Pacific
Telephone & Telezraph Co. 35-
year 3149, debentures due Sept:
15, 1983, at 10.53% and interest,
were the following Missouri in-
vestment bankers: Stern Bro-
thers- & Co., Stifel, Nicolaus &
Co., Inc., Newhard, Cook & Co.,
Reinholdt & Gardner. Barret,
Fitch & Co., Inc., Smith, Moore
& Co. and Stix & Co.

= @

" Consolidated net, sales of The
May Department Stores Co.; St.
Louis, and its subsidiaries, for the
six and 12 months ended July 31.
1948 reached new highs and
amounted .to $183,321,000 and
$382,617,000, respectively. Consol-
idated net profit after taxes was
$6,475,000 for the six months’ pe-
riod, equal after preferred divi-
dend requirements, to $2.11 per
share on the average number of
common shares outstanding,” For
|the 12 months, consolidated net
| profit, after taxes, amounted to
{$17,155,000, or $5.82 -per - share

%

The $f. Leuis-San Francisco
“Ry. on Oct. 8 filed an applica-
tion. with .the Interstate Com-
merce Commission asking au-
thority -te obtain centrol ef the
214-mile Alabama, Tennessee &
Northernr RR. through the pur-
chase for approximately $1,161,-
075- . of outstanding - common
stock - and bonds. The Frisco
plans. to. pay $25 per share for
the 12,461 shares of no par value
common stock and $650 per $1,-

for September set a new high
and operations for August and
September indicate substantial
profits,

e # »

Net earnings of Hussman Re-
frigerator Co., St. Louis, for the
three months ended Sept. 30, 1943

‘were $453,891, equivalent .to $1.1%

per common share, after deduction
of- preferred dividends. This com~-

.pares with a net of $309,938, o:

76 cents per common share for the
same . period last ‘.year. Salecs
amounted to $4,362,469,  against
$3,599,394 in the quarter . endel
Sept. 30, 1947, o

For the first nine months c?
1948, net totaled $1,265,204, o:
$3.17 per common share, comparect
with $1,185,250, or $2.94 per com-
mon share for the fine months
ended Sept. 30, 1947. Sales
amounted to $12,104,033, against
$11,813,832.in the 1947 period:

Although the demand for the
company’s products continues at:
a high level, deliveries in the
fourth quarter are expected to
be less than in the third quarter
in accordance with the normal
seasonal factors.

- ¥ 0 0 0

The consolidated net earnings o#-
Scruggs-Vandervoort-Barney, Inc.
and its subsidiaries for the fiscal
year ended July 31, 1948 amount-
ed to $2,766,743, or $3.99 per com-~
mon share, as against $2,658,340,
or $3.88. per share (adjusted fig-
ures) for the previous year, Con-
solidated sales totaled $57,204,243,
an increase of 2.8% over the year
ended July 31, 1947. Current as-
sets at July 31, 1948 were $15,934.-
046, while current liabilities were
$6,802,009,

e o

- William M, Rand, President of

M

the Monsanto Chemical Co., St.

stock not later than two years Louis, on Oct. 7 announced that

after issue date. A registration

S, R. Livingstone & Co. of De-
troit, were included in the na-

000 - AT&N : general ~mortgage

afte lowing for pre ivi- i A
l t allowing for preferred divi series A 4149 income bond, The

| dends. The earnings” as reported

statement covering £46,549,500
such debentures was filed Oct,
19 with the Securities and Ex-
charge Commission, No under-
writing is involved,

&

The Detroit Stock Exchange re-
ports that trading volume in
September was 188,620 ‘shares
having a dollar value of $2,666,-
755. These figures represent ‘a
small increase over August when
173,398 shares with a dollar value
of $2,441,044 were traded.

The 10 most active stocks
 during - September were: Mec-
Clanahan Oil Co., Detroit Edi-
son Co., Gerity-Michigan Corp.,
Electromaster, Inc., Avco Manu-
facturing Corp., Commonwealth
& Southern Corp., Udylite
Corp., General Motors Corp.,

- Dealer-Broker
" Recommendations

(Continued from page 8)
and Other Quotations” — B. .W.
Pizzini & Co., Inc., 25 Broad
Street, New York 4, N, Y.

Winters & Crampton Corp, —
Analysis—C. E. Unterberg & Co.,
61 Broadway, New York 6, N, Y.

Also available is an analysis of
Miles Shoes, Inc, G

Wisconsin Power and Light Co.
— Analysis — Doyle, O’Connor: &
Co., 135 South La Salle Street,
Chicago 3, Il £y

(ih’arles A.Parcells & Co.

; Established 1919 vy
'Members Detroit Stock-Exchange

- Michigan Markets -
639 Penobscot Building

- DETROIT 26, MICH, ~

" Telephone - Teletype |

tionwide list - of investment
bankers who .on Sept. 22 public-
ly offered.at 100.539 and inter-
est an issue of $75,000,000 Paci-
Aic Telep. ?ne & Telegraph Co.
| 35-year 3149 debentures due
| Sept. 15, 1983,

| Corp., Ann Arbor, for the “year
{ended July 31, 1948 resulted in a
new sales peak of $23,382,684, an'
increase of $3,340,672 over the!
breceding year. After providing
$350,000. for inventory contingen- |
cies, the balance of net income for |
the year was $1,614,304, equal to |
$3.94 per common share. For thei
year ended July 31, 1947, net was |
$707,461, or- $1.59 per common
share: Working capital increased
during the year by $909,190 to $5,-
979,754. 'The book value of com-
mon. stock, after deducting the
preferred stock equity at par, in-
ccreased to $18.97 per share from
$16.29 per-share at July 31, 1947.
It “is  expected that the new plant
of 47,000 square feet, now under
construction near -Ann Arbor, will
be in operatior}uby December.

Carr & Co., Detroit, on Oct. 5
publicly offered 175,000 shares
of Trenton Chemical Co., Trein-
“ton, 69 cumulative convertible
class = B  preference common
stock (par $2) at $2.25 per share,
the net proceeds to be used to -
build and equip a plant to hy-
drolyze gluten, estimated to cost
approximately $250,000, and, to
the extent available, to'replace

(Continued on page 47)

I.. A. DARLING

Common Stock '

DISPLAY FIXTURES
y <. and A 13
" PRECISION CASTING

‘Moreland & Co.

Member Detroit Stock Ezchange
1051 Penobscot Building
- DETROIT 26, MICH.

The operations of King-Seeley .

| were determined on the L-I-F-O
| inventory valuation basis. On the
| F-I-F-O basis, earnings per’' com-
imon share for the six and 12
| months would have been $2.21kand

| $6.62, respectively.
1 * £ £
! Missouri  investment  houses
participating in the nationwide
bublic offering on Oct. 6 of $75,-
000,000 Pacific Gas & Electric Co..
first and refunding morigage
3149% bonds, series R, due June
1, 1982, were: Stern Brothers &
Co., Stifel, Nicolaus & Co., Inec.,
Barret, Fitch & Co., Inc., George
K. Baum & Co. and Reinholdt &
Gardner.

National Bellas Hess, Inc., North
Kansas City, reports net sales for
the year ended July 31, 1948 of
$26,624,711, compared with $20,-
470,742 for the previous year., Net
profits, after all taxes, were $839,-.
625, or 35 cents per share, " as
against $709,033, or 30 cents per
share, for the year ended Julv 31,
1947, As of July 31, 1948, working
capital. was. = $4,549,041, ' Current
2ssets to current liabilities were
in- the ratio of ‘3.7 to 1. The St.
Joseph realty was disposed of dur-
ing the year at a satisfactory prof-
it, George Marks, President of the
corporation, said, o

principal amount of bonds. out- |
standing is. $1,307,100,

The~ St Louis-San - Francisco
Ry. ,1'ep93't_ed that. operating reve-
nues. foxAugust, 1948 .were $10,-

his firm;and the Oil Insurance
Association of Chicago, have
concluded negotiations whereby
Monsanto will receive $1%,312,-
000 in payment for lesses it suf-

025,322, as compared with $9,251,~
749 for the same month last year, |
or an increase of $773,573. Balance
available for fixed charges was|
$1,252,270, compared with $1,024,-
180 in August, 1947. For the eight
months ended Aug. 31, 1948 oper-

ating revenues totaled $78,023,654,

against $70,604,374 in the corre-

sponding period in 1947. Balance

available for fixed- charges for the

eight- months was $7,886,798, com-

pared wtih $7,051,312 for tlic same

period last year.

The _directors  of American
Stove Co. St. Louis, on Oct. 14
decided not to pay any further
dividend for the ‘year "1948.
Three dividends  of 40 cents
each, or $1.20 havé been paid
this vear, which compares, with
$1.45 in 1947 and $1.20 in each of
the three preceding years. - The
company announced that this
action was taken because of the
low earnings resulting from the
first. six montlis of operations,
and the need for cash to proper-
ly carry - the large veolume - of
business being. done. Net sales

Mountain F

SCHERC

Bell Teletype

- - Berkshire Fih.e'Spinning
Black, Sivalls & Bryson.
Commonwealth Gas
Consolidated Dearborn
' Delhi 0il

Rockwell. Mfg.
Southern Union Gas
Southwest Gas Producing

©n " Bought — Sold — Quoted

K, RICHTER COMPAN
.. Landreth Bdilding

|

|
i
i

;ael Supply

Garfield 0225

fered in the Texas City disaster
of April 16, 1947, This is said to
be the largest single insurance
payment in history. The Asso-
ciation represents a group of
many leading stock insurance
firms, Originally, Monsanto had
claimed $21,542,999,

Western Auto Supply Co. re-
ports total retail and wholesale
sales for' September of $11,289,000
an increase of 3.2% over.the same
month last., year. For the nine
months ended. Sept. 30,1948 total

| sales .were- 891,457,000, a:gain o

5.6% over the corresponding pe-
riod in 1947. At Sept. 30; therc
were “262 'units- in operation, az
against 255 a year ago. Wholesale
accounts numbered 2,020 com-
pared with- 1,830. ey

—_————— e |
e
e B
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STix & Co.
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Connecticut Brev:hes

1. The Aspinook Corporation of Jewett City, one of the largest tex-

tile servicing companies engaged in printing, dyemg, bleaching, fin-
ishing and sanforizing of all types of fabrics, is planning to consoli-
clate its various subsxdxanes as a single corporation, Stockholders

have been notified of the proposed ¥
)lan of consolidation which pro-
ides for an authorized capitaliza-
ion of 1,200,000 shares of $1 par
fommon stock of which approxi-
rately 998,760 shares would be
'utstanding. Subsidiaries to be in-
luded are the Hampton Print
orks at East Hampton, Mass.;
nion Bleachery at Greensville,
b. C.; the Lawrence (Mass.) Print
orks and The Arnold Print
/Vorks at Adams, Mass. It was
hiso announced that the bank loan
of; $4,200,000 obtained in connec-
ion w1th the purchase of Union
Bleachery was llquldated Sept. 1,
948
rRemmgton Arms Co, has an-
munced that the Ordnance De-
partment of the United States
Army has placed a contract with
the company. for reestablishment
of a pilot line for productlon of
50 caliber ammunition. This is the
first such order which the com-
pany has received since the end
of the war.
lJohn Cool1dge Pre51dent of the
Connectxcut Manifold Forms Com-
pany, has announced that the
company has awarded a contract
for construction of a factory build-
g in West Hartford. The new
[ﬁant is to provide space for an
expanded volume of business. The
company manufactures continuous
and snap-out calbon interleaved
forms. Mr. Coolidge is the son of
tormer President Calvin Coolidge.
‘Former Governor John H. Trum-

The annual report of Torrington
Co. for the fiscal year ended June
30, 1948 showed that the company
had earned $3.33 per share against
$2.83 the previous year. New
peacetxme records in sales were
made in almost every department
of the business. It was stated that
the Aachen, Germany plant, pro-
duction was at about one-half of
normal capacity, limited only by
a scarcity of labor and supplies.

# £ £

Cheney Bros. announces the re-
ceipt of a government contract for
90,000 yards of wool pile cloth for
airplane pilots’ uniforms at $5.35
a yard, .

L I

Powdrell and Alexander of
Canada, Ltd., an affiliate of Pow-
drell & Alexander, Inc., has sold
its Cornwall, Ontario, plant to
Canadian Cottons, Ltd. The plant
will be operated as Glengarry
Textiles, Ltd. Powdrell & Alex-
ander, Inc. plans to build a plant
at Glendale, Calif. with a capacity
to produce 7,000 pairs of curtains
daily. Material for the processing
of the curtains will be woven at
the main plant in Danielson, Conn.
®

On Sept. 15, 1948, stockholders
of Unjon Manufacturing approved
an increase in the authorized cap-
ital stock from 40,000 shares to
60,000 shares of $25 par stock and
granted permission to directors to
transfer $500,000 from the surplus
account to the capital account to
make possible the distribution of

bull is vice-president of the com-
pany.
% ] s

;The United Aircraft Corp. has
leveloped a new airplane engine
which combines a 28-cylinder
Pratt & Whltney internal combus-
tion engine with a two-stage Geii-
eral Electric turbo-supercharger.
The engine delivers more than 4,-
000 horsepower.to a propeller as
well as several hundred pounds of
jet thrust.

y % £ s

i Edward S. Lancaster has re-
signed as president of The Amer-
isan Paper Goeds Company. The
board of directors has- delegated
“the powers of the presidency” to
Wllllam S. Bacon, chairman of the
board and a former president of
the company, William F. Deran
has been appointed manager of
the Kensington plant.

i 5t st 8

2 A, C. Gilbert Co. has sold 6,500
shares of 5% cumulative preferred
stock to Penn, Mutual Life Insur-
ance Co. The money received will
he added to the working capital to
replace funds spent previously to
c;au $3.50 preferred at 52%

{'A special meeting of Chapman
Valve Manufacturing Co. was
called on Oct. 14 to approve an in-
crease in the common stock from
140,000 to 280,000 shares and' to
authorize the directors to deter-
mine the manner of disposition of
the newly created stock, including
declaration of a stock dividend of
25% on the common shares out-
stanclmg

a 50% stock dividend on Oct. 15.
Stockholders also authorized the
directors to purchase for the com-
pany treasury up to 15,000 shares.
* #* £ e s

On Sept. 29 James De Camp,
President of Bigelow - Sanford
Carpet Company, announced that
due to unsatisfactory market con-
ditions it had decided not to go
ahead with the proposed sale of
30,000 shares of preferred stock.
It was not felt that the issue could
be sold at that time on a basis
which would be acceptable to the
company. -The stockholders had

previously authorized ' 60 ;000

shares of convertible second pre-
ferred and the company had regis-
tered 30,000 shares of the issue

‘with the SEC. .

With Alfred O’'Gara & Co.

(Special to THE FINANCIAL CHRONICLE)

CHIAGO, ILL. — Wallace E.
Barrett has become associated
with Alfred O’Gara & Co., 134
South La Salle Street. Mr. Bar-
rett was formerly Vice-President
of the' Cumberland County Na-
tional l3ank of Neoga, Il

With Mason, Mcran & Co.

(Special to Tue FINANCIAL CHRONICLE)

CHICAGO, ILL. — Edith M.
Brown has Jomed the staff of Ma-
son, Moran & Co., 135 South La
Salle Street. sts Brown was
formerly with the First Securities
Co. of Chicago.

military necessities.

them ' auto-
matically dis-
solved. Unsat-
isfied wants
accumulated,
awaiting the
return of
peace and
prosperity.
Today the im-~
pact. of those
accumulated
vrants is ' still
v being felt in
almost every
sector of our
economy.

But the most
important aspect of the war from
the point of view of explaining
the present inflation is the way
in which it was financed. Funda-
mentally the government had two
sources upon which to draw for
its funds: (1) the pocketbooks of
individuals and business firms
which it could reach through tax-
ation or borrowing; (2) the re-
sources of the banking system.

Taxation is, of course, a non-
inflationary form of finance.
When taxes are imposed, the
spending power of the public is
reduced by the amount that the
governments is increased. No
expansion in the total spending
power of the com*numty takes
place. The taxpayer receives in
exchange only a tax receipt,
which he cannot use to make pur-
chases in the market, either in the
present or in the future.

No government has.ever suc-
ceeded in financing the total cost
of war through taxation, and ours
was no exception. It is esti:nated
that, less than half! of the total
funds raised by the Treasury from
the 1mddle of 1940 to. the end of
1945 camé froin taxes.’ Now, there
are serious practical obstacles that
place a definite upper limit to the
tax burden that can be imposed in
wartime - without hampelmg the
war effort itself. Just where that
limit is cannot be determined ex-
actly. But it is certain that we
didn’t reach it. ‘We should have
done better, and had we used
taxation more during the war, in-
flation ‘would not be the problem
that it is today.

Another noninflationary iype of
finance, at least while war is going
on, consists in borrowing from the
nonbank public. Since in pur-
chasing a government security the
individual gives over a portion of
his current spending power to the

M. S. Szymczak

*An address by Mr. Szymczak
delivered before the Third Annual
Federal Reserve Forum sponsored
by the Federal Reserve Bank of
Minneapolis, Minneapolis, Minn.,
Oct. 11, 1948,
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heavy defense and foreign aid expenditures.

. Our 1nf1at10n is an offsprlng of the war.

By M. S. SZYMCZAK¥*

describes additional proposals.

Our Federal Reserve Policy Todav

Member, Board of Governors, Federal Reserve System

Federal Reserve Governor, in commentmg on price support of government bonds, says chief conse-
quence is impairment of capacity of Federal Reserve to control credit expansion and money supply.
Points out restraints imposed, such as use of Treasury cash surplus to retire debt, increase in short-
term rates, and high reserve ratios are insufficient, in view of present dilemma of reduced taxation and
Foresees more efficient means  of credit control and

During the war, resources had to be divert-
ed from the production of goods and services for civilians and turned to the production of

But the fact that goods were not available did not mean that the

demand foré

government, borrowing from the
nonbank public is in one aspect
similar to taxation. It has a basic
difference from taxation, however,
which is all important for the
postwar period. Holding a gov-
ernment security is the next best
thing to holding money, so far as
a reservoir of purchasing power is
concerned. This means that the
loss of spending- power involved
in lending to the government was
not permanent, as with taxation,
and that the power could be re-
claimed in the future pretty much
at the lender’s demand. We have
been seeing the effects of this
potentiality simce the war’s end.
Thus, while borrowing instead of
taxmg helped tc relieve current
pressures during the war, it was
storing up pressure tlouble for the
postwar era.

Financing Through Banks

An outright intlationary way to
finance a war is through borrow-
ing from the commercial banking
system. When comrmercial banks
lend to the government which
they do by means of security pur-
chases, bank deposits are created
and placed at the disposal of the
Treasury. During the war  this
deposit creation typically took the
{form of additions to the Treas-
ury’s war loan accounts. Thus,
by borrowing from the banks, the
government increased its spendmg
power through an expansion of
credit and the money supply.
There was not, as was the case for
taxation and borrowing from the
nonbank public, an offsetting re-
duction in the spending. power of
the rest of the community. And
when the government speant the
funds it acquired frem-the banks,
a general rise of money incomes
took place. With no commensu-
rate -increase in the supply of
goods and services upon which the
community could spend the hlgh-
er-incomes, the result was an in-
tensification of the upward pres-
sure on prices.

In this process of wartime bor-
rowing from the banks, trouble
was also being stored up for the
postwar era.

Support of Government
* Securities

As you know, the pivotal war-
time policy of the Federal Reserve
was the maintenance of the long-
er-term interest rate structure at
approximately the level existing
at the beginning of the war. As
was generally known at that time,
this policy was intended to serve
several purposes: to forestall delay
by investors in purchasing secti-
rities, who might otherwise have
awaited higher interest rates as
during World War I; to keep down
interest cost on the government’s
war debt; and to prevent an undue
growtly in bank and other inves-
tors’ earnings from their holdings
of ‘public debt, issued to fight a
victorious war.

Another important purpose oi
the policy was to facilitate neces-
sary bank purchases of govern-
ment securities. For though ‘it
‘was generally recognized as de-
sirable that the balance of ex-
penditures not covered by taxes
should be borrowed out of the
people’s savmga, it was also rec-
ognized that as a practical f3 ct

the. Tréasury - woukd—rely--on -

commercial banking system for a

fairly substantial portion of its
funds. The Federal Reserve ac¢-
cepted as an overriding obliga-
tion the necessity of assuring the
availahility of whatever {unds the
government needed for the prose-~
cution of war, even though it was
constantly stressing the impor-
tarce of sales of securities to the
public rather than the banks.
About one-fourth of the total
funds raised by the Treasury dur-
ing the war came from the bank-
ing system. This was clearly ex~
cessive, even in view of any prac-
tical ‘difficulties of wartime fi-
nance.' As the Board of Governors
pointed cut in its 32nd Annual
Report to Congress. in the interesg
of a successful financing of a vie-
torious war we committed the
double error in our wartime fi-
nance of {faxing too little and ex~-
panding bank credit too much.

Fromn the point of view of the
problem of postwar inflation con-
trol, the chiet consequence of the
policy of maintaining the interest
structure on the government debt
is that it has seriously impaired
the capacity of the Fecderal Re-
serve to perform at this time its
chief central banking 'function:
namely, the conirol of expansion
ofl bank credit and the money sup-
piy.

Expansxon of hank cxe(llt re~
quires, of course,.that banks have
access to an expzmding voiurme of
reserves. Conrsequently, in exer-
cising control over the total vol-
ume of money and credit, tradi-
tional Federal Reserve policies
have had as their focal point the
reserve position of member banks.
Through changes in the rediscount
rate banks were lo be encouraged
in, or discouraged: frorm, borrow-
ing from the Reserve System to
obtain additional ‘reserves.
Through changes in the. reserve
requirements. the Reserve System
was to influence the volume of
credit that member banks were
able to extend on the basis of
any given amount of reserves.
Through its open market opera-
tions the System was to be able to
bring about expansion or contrac-
tion in the volume of reserves it-
self—though always of = course
within amounts set by the cri-
terion of orderly security market
conditions.

Now, with the Federal Reserve
committed to supporting the mar-
ket, government securities in com-
mercial banks are essentially po-
tential legal reserves. Banks can
always count on liquidating their
holdings of government securities,
in: order to -obtain- reserves for
credit expansion. RTERE

Furthermore —and this is ‘a
point that I think has been' fre- |
quently overlooked in discussing
the problem of credit coatrol in
the current situation—so long as a
support -policy is in force, thé
government security holdings of

‘| financial institutions other than

banks must also be classilied .as
part of the poten’nal reserve base
for credit expansion. When these )
institutions sell government se¢u~
rities to obtain funds for loans to
private borrowers, the effects may
be exactly the same as when com-
mercial banks sell securities to
make private’ loans. In the ab-
sence of other buyers the secu-
rities must. be .absorbed by the
€ | Federal Reserve under the support |
program. When the proceads of
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the sale are then added to the
institution’s bank account, the
legal reserves of the bank receiv-

ing the deposit as well as, its.de- |

posits “afe” 'iacreased. - In . other
words, the behavior of nonbank
lending institutions can be a fac-

tor that seriously aggravates the |

problem of credit control,

As the portfolins of government
securities of member banks them-
selves continued to swell through-
out the war, so, in a sense, their
reserve position became stronger
and strenger, aaod they became
more and more insulated from any
restraining influence by the Sys-
tem. Except for its psycholegical
impact, the redisceunt rate lost

" much of its effecliveness as an

instrument of control, since banks
could generaily adjust their re-
serve position by sales of secu-
rities and 210t by, berrowing from
the Reserve Banks, From 1941
forward, reserve requirements had
been raised to the prevailing legal
maximum for country and reserve
city banks, and the increases still
remaining for cenfral reserve
cities were not large. In any
event, moderate increases in re-
serve - requirements - were not
likely to be very efiective, since
banks on the whole could meet
the higher requirements fairly
readily by selling government se-
curities. Finally, the policy of
support precluded the possibility
of refusal by the System to supply
banks with reserves at their voli-
tion when they oifered “govern-
ment securities for sale. Open
market policy as an instrument of
restraint was rendered essentially
inoperative,

Money and Credit Supply

As a result, then, of our meth-
ods of wartime finance, the na-
tion’s money supply and the na-
tional debt experienced a tre-
mendous growth. Between De-
cember 1939 and December 1945,
currency and bauk deposits in the
hands of the public increased from
$63 billion to $151 billion. The
increase in the gross national
debt, other than that held by
agencies and trust runds of the
Federal Government itself,
amounted to $210 billion. Of this
increase nearly $115 billion, or
55%, was held by nonbank inves-
tors; approximately $75 billion, or
35%, went into the portiolios of
commercial banks; and the re-
majncer .into.the holdings of the
Federal Reserve Banks, 1
+'Thus the stage whag set for post-
war inflation. Fiist, there was a
generally pent-up demand that
would take several years to satis-
fy, even with the economy oper-
ating at full capacity. Second,
there was a huge volume of liquid
assets held by individuals and
business firms which could be
drawn on.to make demands effec-
tive in the market place.

And third, though by no ineans
third :n importance. there was the
banking system, and other finan=
cial institutions as well, capable
of providing a huge supplementary
flow of spending power through
credit expansion, and well insu-
lated under existing powers from
any restraining influence by the
Federal Reserve. For it was clear
that the policy of System support
of the government securities mar-
ket, . inhibiting though it was,
could not be abandoned or sus-
pended at the termination of hos-
tilities. The public debt had grown
to tremendous proportions during
the war—five times its prewar

- peak. Its interest level has be-

come integrated into our - whole

gsset and liability structure. Aside |.

frem any considerations as to in-
creased interest cost on the public

debt, withdrawal of support might |-

well. have ‘a" disastrous impact on
our whole financial system. Per-
haps never again, or at least not
for a long time, gouldipublic debt
management be- permitted to, re-
cede {rom its position-as.a prime
(Continued on page 42)’
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‘The First Bostdn Corporation
Blyth & Co., Inc.

|
Baker, Watts & Co.
Phelps, Fenn & Co.

October 19,1948, g

New Issue

$37,500,000

State of Maryland
Bridge Revenue Bonds (Series 1948)

(Chesapeake Bay Bridge)

Payable solely out of revenues from bridges
Dated October 1, 1948

Principal ard semi-annual interest (April 1 and October 1) payable at Safe Deposit 8 Trust Company of Baltimore, Baltimore, Maryland.
Coupon bonds in $1,000 denomination, registerable as to principal alone or as to both principal and interest, reconvertible into coupon bonds.

Due QOctober 1, as shown below

The term bonds in whole or the serial bonds in whole or both the serial bonds and the term bonds in whole, may be redeemed at the option
of the State Roads Commission of Maryland, on any date not earlier than October 1, 1952. The bonds are redeemable in whols or in part
in the inverse order of their maturities from moneys in the sinking fund on any interest date not earlier than October 1, 1952,

Interest exempt, in the opinion of Bond Counsel, from all Federal income taxes, under existing stat-
utes. Under the Act authorizing their issuance, the Bonds, and the interest thereon are exempt
from all taxation within the State of Maryland, and the Bonds are authorized investment for
. trust funds and may legally be deposited as security for public funds in the said State.

Under the Enabling Act, the faith and credit of the State of Maryland are not pledged to the
: payment of the principal of or interest on the Bonds.

The Bonds will be secured by a Trust Agreement between the State Roads Commission of Maryland and the Baltimore National Bank,
Baltimore, Maryland, as Trustee. The Bonds are to be issued to provide funds for the cost of constructing the Chesapeake Bay Bridge
and for other purposes. Copies of the Agreement and the reports of Messrs. Coverdale & Colpitts and the Consulting Engineers are

$18,500,000 Serial Bonds

Principal C Approx. Yield Principal C Approx. Yield
Amount Maturity R Price to Maturity Amount Maturity = R Price tn M-tyrity

$ 918,000 1952 104.22 1.90% $1,163,000 1960 102.06 2.55%
946,000 1953 104.74  2.00 1,198,000 1961 101.65 2.60
974,000 1954 oo -102:24  2.10 1,234,000 1962 101,16  2.65

1,603,000 1955 ©7101.94 2.20 1,271,000 1963 100.61; 2.70 «
1,033,000 1956 101.45 2.30 1,309,000 1964 100.00 2.75
1,064,000 1957 100.81  2.40 1,348,600 1965 102.69  2.80
1,096,000 1958 100.44 2.45 1,389,000 1966 - 102,10 2.85
1,129,000 1959 100.00 2.50 1,425,000 - 1967 101.45 ~ 2.90

- $19,000,000 3.20% Term Bonds
Y due October 1, 19720 o

~Price 103.40%, to Yield'ap{px;bkifﬁétely' 3% to maturity‘.l .

Accrued interest to be added in all cases

It is expected that delivery of the bonds in temporary form will be made on or about October 26, 1948.

i

The Bonds are offered for delivery when, as and if issued and delivered to us, and subject to approval of all legal proceedings by Messrs.
Mitchell & Pershing, New York, N. Y., Bond Counsel. Hall Hammond, Esq., Attorney General of Maryland, Robert E. Clapp, Jr.,
Esq., Special Assistant Attorney General for the State Roads Commission, Messrs. Marbury, Miller and Evans, and Messrs,
Venable, Baetjer and Howard, Baltimore, Maryland, are approving all legal proceedings for the State Roads Commission,

For information relating to these Bonds, reference is made to the Offering Cir-
cular dated October 19, 1948, w hich should be read prior to any purchase of these
Bonds. Copies may be obtained in any state from only such of the underwriters,
including the undersigned, as may legally offer these Bonds in such state,

Alex. Brown & Sons
Harriman Ripley & Co.
Incorporated

Kidder, Peab(;dy & Co. - Lehman Brothers
B. J. Van Ingen & Co. Inc.

Smith, Barney & Co.

Drexel & Co.

- Union Securities Corporation |
5 ‘ Glofe, Forgan & Co.

R. W. Pressprich & Co.

Mackubin, Legg & Company

Shields & Company  Stein Bros. & Boyce

A. C. Allyn and Company

Incorporated

" Harris, Hall & Company

(Incorporated) -

Stranahan, Harris & Con‘ipany

Incorporated

Equitable Securities Corporation

g oorune | e
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1 ‘ Bank and Insurance Stocks

By H. E. JOHNSON ~
This Week — Insurance Stocks

For the past. few months the investment community has been
attempting to evaluate the various factors that dominate the bus.ness
outlook. In an increasing number of cases, primarily. consumer non-
durable goods, supply has caught up w1th demand and prices in
some lines-have declined,

At the same time, the situation’in such items as steel, metals and
related products continues strong. In addition, there is the possi-
hility that increased national defense expenditures will intensify the
existing shortages. r

Against such a background it is underst'mdable that even though
general shusiness continues at a high level of act1v1ty, divergent
trends have developed within the various industry  stock groups.
While the general stock market has continued to fluctuatewithin a
narrow: range, some groups are now selling near the highest levels
of the year and others, despite favorable earnings and dividends,
seem to have little attraction for investors.

With the fire insurance industry generall;y showing _improved
underwriting operations in year-to- -year comparisons with 1947, these
stocks have been one of the groups which have been receiving
increased investor attention. " Accordingly, the prices 'of most issues
have improved.

In order that a comparison of prices might be made, the follow-
ing tabulation of 20 selected fire insurance stocks is presented. It
shows the 1948 range of bid prices, the current bid price, percentage
gain in market price from the low of ithe‘year, percentage current
price is below the high of the year, the June 30 bid’ prlce and the
vercentage gain since June 30.

1948

Bid Range
High Low

$48% $41
5 5 5

% Gain e,
From Below
Low High

2,1%

June 30 Lt
Bid ‘Goin Since
Price - June 30

$43%2 9. 2’
60

Oct. 16
Bid
Price
$471
65
17%%
5944
644
57
14%
45
313

Aetna (Fire)

Agricultural  Insuran 5
Smerican Insur, (Newark)
Continental Insurance
Fidelity-Phenix _

Pire Association _
Tireman's (Newar!
Glens Falls .

Great American
Hanover Fire __
Hartford Fire -

Home Insursnce .
Insurance Co. of No. Am.
National Fire- __._.
North River Insuran
Pheenix Insurance
Providence-Washington __
£t. Paul Fire'& Marine.__
hprmz,fleld Fire & Marine
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As can be seen from the above compilation, most of the shares
are selling close to their highs of the year. In some cases current
prices represent the top of the price range. . Also, all stocks show
substantial appreciation from their lows, with gains ranging 1‘1’omi
11.5% to 30% and averaging over 18%. i |

In comparing current prices with' those exlstmg June 30, most
‘insurance issues are slightly higher. During this same period:other
industry 'groups have generally .declined and-are new. somewhat
lower. The following compariscn of Standard & Poor’s Index of Fire
Insurance Stocks and the Dow Jones Industrial Average illustrates
this fact. %" Gain
or Loss

Since
June 30

% Gain G
From Below
Low ngh

Index
June 30

—1948 Range—
High Low

Index
Oct. 16
Standard & Poor's -
+ Five Ins: Index.. 135.7 116.9 132.8*
D.-Jones Incustrials 193.16 165.39 184.93

“As of Oct. 13, 1948, latest date available,

The above comparison shows that since June fire insuravce stocks
have done considerably better than the stock market' generally.

Considering the results so far this year and the likelihood that
fire insurance underwriting operations will be favorable for some
time, one of the main factors that had acted to depress insurance
equities previously is believed corrected. As a result the fundamental
conditions in the industry should continue to improve, and with the
aid of ircreased investment income, result in considerabiy larger
earnings and increased dividends.

Therefore, it is believed that the shares of the vamous fire insur-
ance companies in the months ahead will continue to reflect these
considerations and show a favorable market performance in com-
parison with other industry groups. ; "

+01%
—2a

13.6%
11.8

__0 10
—4.3

130.1
189.46

With J. R. Kauffmann Co.

(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, MO. — Eugene, F.
Kuhn is with John R. Kauffmann
& Co., 511 Locust Street, members
of the St. Louis Stock Exchange-

Two With McDonald & Co.

(Special to THE FINANCIAL CHRONICLE)

KANSAS CITY, MO.—-William
C. Baker, Jr. and Ferman M. Kee
have become affiliated . with Mec-
Donald & Co., 1099 Baltimore

3rd QUARTER
ANALYSIS & COMPARISON

19
New York City

Bu,lletm on request

Laird, Bissell & Meeds
Members New York Stock Exchange

| 120 BROADWAY,
Telephone:

NEW YORK 5, N. Y.
BArclay 7-3500
Bell Teletype—NY 1-1248-49

(t. A. Gibbs, Manager Trading Dept.)

i
1
'~ Banks
i
|
|
|

| Avenue.

First Boston Offers
Utility Common Stock

Public offering of 300,000-shares | .

of Central Arizona nght and
Power Co. common stock: .was

made Oct. 20 by. an investment.|-

banking group jointly headed:by
The First Boston Corp: and- Blytn
& Co., Inc. The stock was: priced
at $11 per shave.

The company will applv tne
proceeds to the retirement of out-
standing construction loans aggre-
egating $3.000,00G.. To provide- fa-

for eieciric power and gas, the
company is vroceeding with an
extensive - construction.' prograra
which includes a- 60,000 k. turbo
generator estimated to cost ap-
prexinately  $8,590,000. This and
other work prpjected or: in proc-
ess involves an  estimated  total
expenditure of $16,700,000.
Central Arizona Light and
Power Co.’s electric and gas serv-

ice territory in Arizona includes | -

a number of cities and towns in-
cluding’ Phoenix ~and Chandler.
and = eertain - unicorporated com-
munities. For the 12 months ended
Aug. 31: 1948, operating revenues
were $9.598,397 and net income
$1.252,157 as compared with gross
revenues of $8,509,767 and.net in-
come of $755,385 for the year
ended Dee. 31, 1947.

The company has paid dividends
on its common stock in each year
since 1920, On Oct. 18, 1948, a

quarterly dividend of 171/2 cents f

per share was declared, payable
Dec.-1, 1948, to holders of record
on Nov. 10, 1948.

Common stock Lo be oulstanding
after this financing will amount to
1.140.000 shares: The company
also has outstanding 155,945 shares
cf $1.16 preferred stock, par value
$25, and $11,3UO,(/00 of funded
debt

J. H. Meyers Opem

ROCKVILLE CENTER, N. Y, |.

—Joseph H, Meyers is engaging'in

a securities business from offices 2

at 51 Lincoln Avenue.

COMING
EVENTS

,In In‘vestmcnthicld -

Oct. 21, 1948 (Boston, Mass.)
Boston Investment Club meet-
ing at the Boston Yacht Club.

Oct. 28, 1948 (Boston, Mass.) -

Boston Securities"Traders Asso-
ciation annual Harvest Party, at
the Hotel Kenmore,

Nov. 5 and 6, 1948 (Ponte Vedra,
Fla.)

Annual meeting and election of |
the Florida Security Dealers |

Association.

Nov. 13, 1948 (Chicago, IlL)

Bond Traders Club of Chicagc
Luncheon for members of NSTA
passing through Chicago on way
to the Convention,

Nov, 14-18, 1948 (Dallas, Tex.)
National Security Traders Asso-

ciation: Convention.

Nov. 15, 1948 (Philadelphia Pa.)

Meeting of Philadelphia Securi-
ties Association at Provident
Trust Co.

Nov. 18, 1948 (New Orleans, La.)

New Orleans Security Traders
Association entertainment for del-
egates coming from NSTA Con-
venticn—details to 'be announced
later. -

Nov. 18, 1948 (New York City)

Association of Stock Exchange
Firms annual .meeting and . elec-
tion.

Dec. 5-10, 1948 (Hollywood, Fla.

Investment Bankers Associatior |

1948 convention at the Hollywoor
Seach Hotel.

NSTA Notes )

AD LIBBING ]
We are most delighted to advise our membels that du Pont
Homsey Co. of Boston has contracted for the back cover of the
“Chronicle’s” NSTA Convention' Year-Book.Supplement. I wish to
thank Don and know that all of lour members will be equally appre-
ciative. " This represents the largest space sold and it takes from New‘

cilities for the increasing demands “‘York e madt popyiarad, |

. In spite-of the advertising competltlon we are receiving from the
IBA Convention which will ibe held in December and also through
sources promoting our Convention in Texas next month, we are over
$14,000 gross and we are very pleased at the response we have re-
ceived through letters in reply to our advice to the entue membel—
ship dated Oct. 8,
- KoL M. Your NSTA “BUY ADVERTISING”
| HAROLD B. SMITH, Chairman
Yearbook Committee, NSTA
Pershing & Co. :
1 120 Broadway:
. New York 5, N. Y.

SECURITY TRADERS CLUB OF ‘ST. LOUIS '

The Securlty Traders Club of St. Louis has: elected 1ts offlcels
for the 1948-49 fiscal year. This election was one of the most hotly
contested elections ‘in-the Club’s 15- -year history. In:-all; there were
four separate slates presented to the members for this election. .- The
victors are as follows: i

President—Clarence J. Maende1 of G. H. Walke1 & Co.

First Vice- Pres:dent——Herbert D. Condie; Jr. of Newhard, Cook
& Co.

CSecond Vice- Presxdent——~Jo‘m ) o Matye of Dempsey, Tegeléer
& Co

Third Vme-Pres:dent——Mlchael J. Sestnc of I.-M, Simon & Co
Secretary—Herbert Roach: of O. H: Wibbing & Co.
Treasurer—Raymond Denyven of Fusz, Schmelzle & Co.
National Committeeman is Charles W. Hahn of Scherck, Richter
retiring- President.

i

Co.,

#

Clarence J. Macnder John F. Métye M. J. Sestric, Jr.

Raymond Denyven Charles W, Hahn

The post election party was held at the Candlelight House with
practically all of the members attending. Paul Yarrow, Clement,
Curtis & Co., Chicago and Ed Welch, Sincere & Co., Chicago, National
Secretary, were guests.

Pictures taken at the affair appcar ‘on page 10.

SECURITY TRADERS ASSOCIATION OF NEW YORK

A meeting of the general membership. of the Security Traders
Assoclatnon of New York with the Nominating Committee was held
Oct. 4 at the Produce Exchange Luncheon Club. Any members who
were unable to attend are earnestly requested to make their sug-
gestlons to any member of the Commlttee either by letter or phone
not later than Oct. 25.

Members of the Nominating' Committee are: Michael J. Heaney,
Joseph. McManus & Co., Chairman; Frank Mackessy, Abbott, Proctor
& Paine; Thomas Evans, Lee Higginson Corp,; P. Fred Fox, P. F.
Fox & Co., and William Wittich, Maxwell, Marshall & Co.

FLORIDA SECURITY DEALERS ASSOCIATION

The Annual Meeting and election of officers of the T1011da Se-
curity Dealers- Association, will ‘be held. at' the Ponte Vedre Inn,
Fonte Vedra, Fla., on Nov. 5 and 6, 1948.

Thursday, October 21,1948 =% "
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Hope of European Currency Stability

: Chéracter]zing Marshall Plan as

By PAUL G, HOFFMAN *
ECA Administrator

Chara ; a.new key to.open future’s . portal,
working, and results are ‘worth ‘more. than the cosis.

trade providing for freer clearance of currencies and removal of trade

European cooperation. - At Herald-Tribune Forum he
and life of Europe and plan is succeeding,

peace; trade thrives on peace. Yet historians tell us that frade has ‘been
red with each other for trade. Rome and Car-

Trade craves

the father of countless wars. ‘Greek cities war

thage fought for commercial supremacy in a series of bloody wars.  England, France and

Spain battled
throughout
the centuries
for {rade w.th
the Indies,
trade with
the Orient,
trade in ‘the
remote forests
around. the
Great Lakes.
Frenchmen
and English-
men killed
each other for
priority in
bartering with
the Indians
for fur pelts.

Agamst this historic back-
ground the Marshall Plan stands
out as something entirely new in
human experience. Through the
Marshall Plan, our nation, victori-
ous and secure, is helping restore
to normal economic health the

Paul ‘G. Hoffman

wat-torn nations of Western Eu- i posed with horrible -clarity,

rope, with which, in the past, it
has engaged in rugged competi-
tion for world trade and with
which, in the future, it must again
compete, Furthermore, to make
more ceitain that these nations
regain their strength and thus
again become lusty competitors,
our nation is insisting that there
be full economic  cooperation

among them. All this—and more |

—the United States is doing, not
only for its Allies but among neu-

trals and former enemies without

hope ot monetary return. The re-
tura it ceeks is of a different and

higher order. It seeks a just and |

enduring world peace,
’

A New Key

.Can peace thus be won?

-We do not know. But we do
know that an apparently endless
series of wars have not bought
peace. We do know that the price
we are paying in this daring ven-
ture in :aith-—high as it is—is
only the cost of a few days of
atomic war. James Russell Lowell
warned us a century agoe not to
“attempt the future’s portal ‘with
the past’s blood-rusted key.” 1n
the Marshall Plan the United
States is indeed using a new key.

How was this new key forged?

The first step in its forging was
an eight-minute ‘talk' at Harvard
on June 5, 1947, by ‘General
George C. Marshall, Secretary of
State. And let: it be clearly un-
derstood that his program, as out-
lined that day, was not directed
against aay nation. He said. in
part:

“It is .logical that the United
States should do whatever it is
able to do.to assist in the return
of normal economic health in the
world, without which there can
be no political stability and no
assured peace. Our policy is di-
rected not against any country or
doctrine but against hunger, pov-
erty, desperation and chaos.  Its
purpose should be the revival of
a working economy in the world
so-as to permit the emergence of
political -and social conditions in
which tree institutions can exist.”
Pledase note this fentence, “Our
policy is directed not against any
countr: or doctrine but against
hunger, poverty, desperation and
chaos.”

I doubt whether Generai Mar-
shall ' realized what ' tremendous

“*Address by Mr. Holfman be-
fore the “Business Speaks Dinner”
of the New York Board of Trade,

. New York City, Oct. 14, 1948,

> S =

results would flow {rom his great
concept. or how quickly action
would be taken. Presiaent. Tru-
man expressed- his approval im-
mediately, and a few days. later
Foreien Secretary Bevin of Enz-
land flew to France to talk it over
with. Foreign Secretary Bidault;
Lhey inmediately invited Soviet
Foreign Minister Molotov to join
them, He did join them and par-
ticipated for three days in their
consideration of a wunited effort
for European recovery.

Although ‘Molotov withdrew on
June - 30, expressing the opposi-

tion of Russia, the Soviet satel-
lites in Eastern Europe were in-
cluded in the invitations sent out
July 1 to 22 nations for a con-
{erence on European recovery. Ag
you-‘know, their participation was
prevented by orders’ from the
\Kremlin.

Thus was the Russian policy ex-
It is
itrue that Russia” does not want
[war. Nor does Ruscia want peace.
{In place of peace Russia wants
| confusion and chaos, as the basis
for the advance of totalitarian
dictatorship.

I revert to the genesis of the
Marshall Plan to make plain that

says-first -objective

ECA Administrator says 'key is

Calls attention. to program of inter-European

barriers, and foresees-more inter-
of ECA is to ‘conserve heann

it- 'was -not directed against the‘
Soviets.and their satellites. It was
not an attempt to initiate a cold

‘sented by General Maxrshall, and
3s immediately implemented . by
Bevin and Bidault, was a program
tor the recovery of Eastern as
well as Western Europe.

Is the Marshall Plan working?
' Yes, it is. 'In my opinion, the
results to date are worth the cost
to ‘date. But whether -it can win
through to its final goal of world
peace no man can tell, o

I say it is worth. its cost to date,
first, because of specific advances
which can be enumerated.

The bread ration has been in-
creased in France.

The "bread ration in Italy has
been increased and ‘the bread sub-
sidy “removed,

The normal-consumer ration in
Germany has been increased from
1,550 to 1,850 calories, and the
fats and  oils ration from 100
grams per month to 500 grams per
month,  Before we congratulate
ourselves on these facts too much,
however, we should remember
that the caloric consumption in

{the U. S. A. is between 3,300 and
3,400 calories per person per-day.

war. The.Marshall Plan, as pre- |.

and that the new 500 gram per
mofith ration of fats and oils .is
still less than one-third of cur-
rent American per c"apita con-

- | sumption,

A million tons of Tertilizer l:S
being produced in Europe this
year compared with 750,000 tons

‘last year—a third more than last

year—-contributing to' this year’s
big crops. )
Electric power production is
10% better than in 1947.
- The French refining industry is
operating at 90% of prewar ca-
pacity. :
Steel production in participat-
ing countries is 27% in excess of
1947, and for the year to date is
6% in-excess of the target set.
In Italy, where 4,000 miles of
track and 4,000 bridges had been
destroyed. by war, 2,000 bridges
have been rebuilt and the railway
system-is operating at 90% of pre-
war efficiency. ’
Those are just a few of the
gains which have been made. On
an over-all basis, we are certain
that every one of the participating
nations in Europe is making real
progress toward making good on
its pledge of maximum self help.

Worth More Than It Costs

Secondly, I say the Marshall
Plan is worth more than its cost
to ‘date because of the progress
made by the participating nations
in achieving genuine economic co-
operation . amongst themselves.
The free nations of Western Eu-
rope have' dropped -traditional ri-
valries and work together as
never, before in all recorded his-
tory. * )

“The organization ' for European
Economic  Cooperation; which
camé into being to implement the

. First, for the first time in his-
tory. the free peoples of Europe
have cooperated in the prepara-
tion of an economic program em-
‘bracing 19 separate political units
and covering the efforts of 240
millions of inhabitants. Instead of
19 separate and unrelated plans,
there is an integrated program
aimed at the recovery of Western
Europe as an economic whole,

:Second, it.has developed a pro-
gram of Intra-European trade
providing for {reer clearance. of
currencies and the continuing re-
moval of barriers to the move-
lreriv 9L people and goods.

Revolutionary Change in
National Attitudes

‘Perhaps of even greater import
than the economic gains of the in-
dividual nations or to progress
made toward economic coopera- .
tion, is the revolutionary change
in the attitude of the peoples of
the free nations in Western Eu- -
rope. Two years ago, as a result
of the devastating psychological
impact of six years of war and
occupation, too many Europeans
were utterly discouraged. Today,
there is everywhere a revival
not only of faith and confidence,
but a determination on the part
of ‘the peoples to cope with their
own. problems. Even in nations
whose situations seem to us des-
perate, -one f{inds assurance of
success., T still remember the .
thrill I got last July when: Dr.
Gruber of Austria told. me with-
out doubt, that Austria was des-
tined to be one of the great bul-
. warks of ‘democracy on the east-
lern front. ‘At that time-—one sec-
tion of his country was occup_led
by Russian troops and Russian

troops were on his borders.
Finally, I think it is fair to say

Marshall Plan; has two great
achievements to its credit.

that had it not been for the hope °
(Continued on page 43)
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than that obtained in 1947, unless
there should be ‘a very substan-
tial increase in. gross operating
revenue for the last five months
of 1948 by way of increased usage
or rate increases, or both.

It should be noted, however,
that the variation for individual
companies is wide, For example,
companies in the Southwest have
the advantage of natural gas for
boiler fuel, the price of which has
remained practically stationary
under long-term contracts. Such
companies have not had any in-
crease in fuel prices and the pres-
ent natural gas contracts still pro-
tect them for some years to come,
whereas other’ companies using
coal or oil under their boilers
have had to absorb large increases
in the price of such fuels, as pre-
viously mentioned. Thus, com-
panies in the southwest part of the
country are currently enjoying in-
creases in net income running be-
tween 7% and as high as 38%. On
the other hand, companies using
coal and oil for electric genera-
tion where prices have gone up
tremendously, = and = particularly
metropolitan  type companies 'so
situated which, in addition, had to
absorb substantially higher wage
increases, are showing current de-
clines in net income in excess of
14%. Some of the companies that
depend on hydro generation to a
substantial extent have been ham-
pered. by poor water conditions
and their earnings have declined
on that account,

On the whole, it appears that
the metropolitan type of com-~
panies, and particularly those
which do not have the benefit of
cheap natural gas for fuel are not

currently doing as well earnings-
wise as the outlying or rural type
of companies and those having the
benefit of natural gas for fuel.
Naturally, so long as the present
inflationary trends continue, se-
lectivity in the companies, and
particularly from the common
stock  investment - standpoint, is
highly essential.

‘New Capital Needs

As previously noted, the elec-
tric industry, as a whole, at the
present costs of doing business, is
showing a slight decline in its net
earnings. - The industry, on the
other hand, is confronted with
substantial capital expenditures
for additions to its plant in order
to meet the unprecedented de-
mand for electric service. The

‘question may well be raised now

as to whether or not the revenue
expansion will' be sufficient to
provide a proper return on:the
additional = investment required.
Therefore, it is important at this
juncture to examine the changes
which have taken place in the
distribution of the electric rev-
enue dollar.

The total operating expenses of
the electric industry, ‘excluding
taxes and depreciation, consumed
55c out of the revenue dollar dur-
ing the 12 months ended June 30,
1948, as compared with 52.8¢ in
1947, 48.2c in 1946, and only 42.2c
in 1940. In other words, the op-
erating ratio of the industry has
shown an increase of about 30%

between 1940 ‘and the latest 12-
month period in spite of an in-

crease of almost 63% in gross
operating revenue, Salaries and
wages, the largest single com-
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ponent of operating expense, ac-
counted for 19.6c of the revenue
dollar in the latest 12-month pe-
riod as compared with 19.7c in
1947, 18.9c in 1946, and 17.3c in
1940. Here the growth in revenue
has tended to stabilize this com-
ponent and while wage rates
themselves have gone up about
70%, the increase is relatively
minor as a percentage of gross
revenue. The same is .substan-
tially true with respect to main-
tenance and miscellaneous oper-
ating expenses which now con-
sume 17.7c of the revenue dollar,
as compared with 17.1c in 1947,
16.6¢ in 1946, and 16c in 1940. The
cost of fuel, however, is a differ-
ent story. Whereas in 1940 the
fuel 'used in the generation of
electricity consumed only 89c of
the revenue dollar, in the 12
months ended June 30, 1948 it
absorbed 17.7¢ which represents
an increase of almost 100% in
spite’ of the tremendous increase
in gross operating revenue during
the ‘period under review. The
price of coal has gone up some
more since June, 1948, both on
account of the new settlement
made by:John L. Lewis with the
mine operators, and because of ad-
ditional freight rates obtained by
the railroads. The recent over-all
rise in the price of coal for elec-
tric generation is probably equiv-
alent to 50c per ton on the aver-
age, but for companies more dis-
tant from the mines the increase
is higher on account of added
freight charges. Most of the com-
panies are protected by fuel ad-
justment clauses on their indus-
trial sales and this will offset the
increase in fuel costs. About 37%
of the kilowatt-hour sales, how-
ever, have not been covered by
fuel adjustment clauses and un-
less the industry proceeds to ob-

tain fuel adjustment clauses for|

this part of its sales, the rise in
fuel costs will have an adversge
effect on its earnings.

. In the latest 12 month ‘period
ended June 30, 1948, taxes took
16.9c of the revenue dollar as
compared with 17.6c in 1947, 19¢
in 1946, and 16%c in 1940. The
tax picture has not been particu-
larly adverse so long as gross
revenues have continued to grow.

Depreciation accruals for the 12

.| months. ended June 30, 1948 ac-
| counted ‘for 8.8c of the revenue
‘| dollar as‘cempared with 9c¢ in

1947, 9.6¢ in 1946, and 10.7¢ in
1940. Dollarwise, depreciation and
amortization charges showed an
increase of $86,751,000, or 39%,
between 1940 and the latest 12
month period, and it is only the
revenue growth ‘which accounts
for the decline on a revenue per-
centage basis. Depreciation
charges are now generally ade-
quate and in line with the long-
term requirements of the proper-
ties, and it may be of interest to
note " that ' the depreciation and
amortization accruals for the 12-
month period ended June 30, 1948,
were equivalent to more than
215 9% of the gross electric plant
account.  Should revenues drop,
depreciation would still have to
stay at the same annual dollar
amount if the wear and tear, ob-
solescence and inadequacy of the
property are to be provided for.
For many years we have been
preaching that depreciation is a
function of property and not of
revenue in examinirg its ade-
quacy in connection with indent-
ure provisions. . If the usual in-
denture formula, which is geared
to a percentage of revenue basis,
does not "freeze an ' adequate
amount of depreciation in'rela-
tionship to the investment in the
type of property owned, then the
mortgage position would tend to
deteriorate over the life of the
bond issue, other factors being
equal. ;
Technological developments
have tended to ‘offset the indus-
try’s rise in operating costs dur-
ing this. inflationary’ era, and

standardization . of -generating!

Class A and Class B Privately-Owned Electric Utilities
Per Cent Distribution of Electric Revenue Dollar

Operating Expenses:

12 Mos. End.

12 Months Ended Dec. 31
June 30, '48 5

1947 1946 1940

19.6% . 19.71% 18.9% 17.3%

Salaries and Wages
Fuel

11

Maintenance and other Operating expenses

Total, excl,"depr. and taxes
Depreciation

17.7

171 1
55.0% 80 . 4320 . 4224

8.8

Taxes

‘Total Operating Expenses

Income Deductions
Preferred Dividends

i 3

16.0 127
(1}
4

%

Common Dividends

Balance Transferred to Surplus

Total

Other Income, incl, income of other depts. .. X 3. 3, 5

9
7
5
7
5
1
5
2
0

%o

Per Cent of Operating Revenues:

Gross Income hefore Fed. taxes on income

Net Income ..

Balance for Common
*Red figure,

equipment and the use of larger
generating -units have tended to
keep the unit investment costs
down. Improved materials iand
designs have also increased the
availability of the equipment and
this, in turn, has reduced the re-
serve capacity needed and the
corresponding investment. - Years
ago engineers were figuring on
generating capacity reserves on
the order of 25%, whereas now,
when the  industry catches up
with the demand, only about 10%
to 15% reserve capacity will be
needed, Interconnections of neigh-
boring systems and pooling of re-
serves through that medium has
also been an important factor.
Outdoor construction, where cli-
matic conditions permit, will save
considerable investment in the
generating and other equipment.

Houston Lighting & Power
Company 'is a good example
which, through the use of out-
door construction in its generating
plants, has been able to keep the
investment on its new generating
capacity below $100 per kilowatt
as compared with $160 per kilo-
watt or more experienced on
totally indoor plants recently con-
structed in other 'parts of the
country. The industry has been
able to obtain savings in fuel
consumption by going to higher
generating pressures and temper-
atures and as the new and more
efficient generating equipment
comes on the line the unit coal
consumption is likely to drop. It
should be noted, however, that the
industry is approaching the bot-
tom of the barrel as far as vast

improvements in  thermal. effi-/

ciency are concerned. Savings in
labor have also been accomplished
by increasing the kilowatt-hour
output per -employee through
simplified and centralized control
and automatic equipment installa-
tions. .The electric indusiry still
has considerable resiliency and
flexibility as far as technological
developments are concerned and
when the new and more efficient
generating capacity comes on the
line, this, together with the con-
tinuing revenue growth, is likely
to keep the fuel bill from increas-
ing as a percentage of revenue.
It appears that the operating ratio
of the industry, after the substan-
tial increase which it has experi-
enced,. is now °*approaching a
stabilization point.

Technical Developments

On the technological develop-
ment side, the ‘gas turbine for
power generation can well become
a beneficial factor, particularly in
the rural type of companies. High
voltage direct -current transmis-
sion —is another development
which can be looked to for fur-
ther - transmission = economies in
the future. According to best in-
formed opinion the application of
atomic energy for power genera-
tion on a commercial scale is still
quite a few years away: as far as
justification by cold-blooded econ-
omies is concerned. When atomic
energy is developed for commer-
cial power generation many years
from now, it is likely to be of
supplemental nature, fo existing
facilities by way of large installa-
tions located ‘in strategic places
at!'a. femote -distance - from 'ithe
load. centers,:«and,. such ;develop-

ment is not. likely to result im
much, if any, obsolescence on the
existing power plants during their
usgful life. It is of interest to note
also that the fuel component of
the over-all price paid, say, by the
average residential customer, rep-
resents only about 12% of such
average price per Kkilowatt-hour
even at the present high coal
prices. Therefore, even if the heat
from atomic energy were to be
obtained at no cost whatever, and
also if we were to disregard the
higher fixed charges entailed in
an atomic power plant as com-
pared with ‘a conventional steam
generating station, the consequent
reduction in the price paid for
electric service would be rela-
tively inconsequential.

At the present inflationary price
level as it affects the electric in-
dustry’s costs of doing business, .
the spread between increment
revenue and increment cost has
narrowed greatly. For example, in
the first six months of 1948, this
spread, when related to the oper-
ating ' results for the last six
months of 1947, has amounted to *
only 3% mills per kilowatt-hour,
on an over-all basis. There is
serious question as to whether this
spread is sufficient to yield an
adequate return on the additional
investment with which the indus-
try is now being faced in order to
provide the facilities necessary to
meet the growing demand for
electric service. It seems to us that
the electric utilities must re-ex-
amine and revamp the lower steps
of their rate schedules, which
were originally designed at a time
when unit operating costs were
much lower, when they had ample
spare capacity, and were anxious
to promote higher usage of the
service. Also .at that time only
relatively few customers were ac-
tually taking energy at the low
steps of the rate schedule and
the effect of these steps was, in
reality, then academic. It seems
that in the light of the subsequent
increased usage and with in-
creased consumption to come, the
prices charged at these lower
steps of the rate schedule should '
be increased by most utilities,
with the possible exception of
those enjoying unusual conditions
such as cheap hydro power, par=
ticularly if the present inflation-:
ary trend-in the cost of doing
business. continues. Such rate
changes, however, must still re-
sult in rate structures best fitted
in promoting profitable sales: and
in insuring maximum use of  in-
stalled capacity. Since fuel now
represents more than one-third of
the total operating expenses of
the industry, exclusive of:taxes
and depreciation, the application -
of a fuel clause on all classes of
service merits serious considera- -
tion since it provides an automatic
adjustment of rates according. to.
the variation in the cost of fuel.

Fortunately, the electric indus-
try is blessed with a fundamen-
tally favorable cost curve in rela-
tionship to its ability to render
adequate service at reasonable
‘rates. Such rate adjustments as
are required need not be large. .
For example, the construction
budget of the electric industry. in
1948 is estimated at $1,800,000,000..
To provide a 6% return on this

(Continued on page 28)
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Defends Big Business
Henry B. du Pont deplores popular conception that anything big
is necessarily bad, and scores present disposition of Federal courts
to see essential evil in bigness. Cites interdependence of American
business system, and says Big Business could not exist without

smaller business to process their products.
Addressing a meeting of the Buffalo Chamber of Commerce. in

Buffalo, N. Y., on Oct. 15,-Henry B. du Pont, Vice-President and

member of the Executive Committee of the E, I, du Pont de Nemours
& Company, took exception to attacks on big business and the present

disposition of
the Federal
courts to see
something
essentiallyevil
in ‘bigness as
such., After
describing the
research work

.- andtheac-
. complish-
ments of large
private busi-
ness concerns;
particularly in’
the develop--
ment of rayon
products, -Mr.
¢ duPont stated:

“In recent:-years, big business
.has been subjected to more and

more ‘attacks  from .various
sources. - There are:voices which
. argue | that it. fosters: monopoly,
.that. it raises prices, that it makes
excessive: profits.. These. charges
- and complaints are based primar-
. ily ‘on the premise that there . is
. something inherently wrong
; about - bigness—no - matter . how
- acquired; no matter how used,
.. “Those of us who are concerned
_.with the operation of large busi-
.'ness organizations are very much
~disturbed by this popular concep-
- tion that anything ' big- is neces-
. sarily bad. It is even more' dis-
tressing to note the present dis-
. position of the Federal courts to
see something essentially evil in
_ bigness, as such. This tendency
to regard bigness with distrust is
reflected in the attitude of the
government in the many anti-
trust actions which have been
- filed against numerous companies,
including du Pont,

“The  industrial - community—
certainly the du Pont Co.—hag no
wish to violate the law, any more
so than we"as individuals desire

“to’'do so. No company wishes to
invite the censure which follows
conviction of breaking a law, It
is bad for its reputation, it is bad

for its business, it is bad for its
thousands of stockholders.

“But in the field of the so-
called monopoly, or unfair trade
practice, the rules governing
business conduct .. are somewhat

"“vague and undefined. What may

" be considered legal and proper at

~ one time may, through interpre-

.- tation, be regarded as illegal or
Aimproper -at .another.. The law

. surrounding :business practices of

.-this kind. goes back to the birth-of

...the. Sherman. Anti-Trust Act .in

' the 1890’s.  This Act, intended by

. its . framers to. prevent mainly

* combinations in restraint of trade,

.~was one of the really important,

- forward-looking pieces of legisla-
. tion safeguarding - our system of

=+ free, competitive enterprise,

' =%For, the first three or four
decades of its existence it was

. administered for the common good

..and resulted in real benefit to
~our - economy. In recent years,

“‘however, government interpreta-

itions of the Sherman Anti-Trust

" Act have' traced a shifting and

i sinuous. pattern, a pattern very
i'difficult for any business to fol-
low.

““One of these suits has been

. filed against the du Pont Co. in

" connection with cellophane which,

- as you know, is made in Buffalo—
in fact, it was here that it made

__its  first -American. appearance

wback in 1924, It is a sort of com-

“panion product of rayon, in that

., both have the same base and are

- made from.the same raw.mate-

+".rials, - Since'. cellophane. was 'in-

» troduced, it~ has come +to" be: “a’

Henry B. du Pont

familiar part of the American
scene, -

-“Now, it is charged that the
du Pont Co., among other things,
expanded its capacity in cello-
phane to anticipate increased de-

mand and thereby retained a sub-|.

stantial ‘majority of sales in the
trade. ' The government has
claimed = further. that du Pont
made reductions-in price with the
sole objective- of discouraging

‘| brospective - competitors.

- - “Our belief; of course, has al-
ways been . that- continually- de-
creasing prices on  any - product
served the public -interest. We
saw nothing -socially - undesirable
in reducing prices on:any: article
as rapidly as lower production
costs . permitted,. even though it
did have the natural effect of giv-
ing us a majority of the patronage.
But now. the argument seems to

be. that -no. company' should get|"
dtself in that.position, despite: the|-

fact that -it: got :there through
passing on economies in manufac-
ture to its customers. .

“When  interpretations. of . the
law result in injuring or restrict-
ing the efficiency of a company,
solely on the ground that it is
successful, the impact does not
stop with - the effect' upon - Big
Business alone.

“Actually; what we have in this
country - is . an industrial team
made up of units of all types and
sizes.  The ' American, business
system, it has always seemed to
me, is indivisible. It is like an
automobile—an assembly of vari-
ous components, large and small.
If one of the parts drops out
along the road, the whole ma-
chine may come to a stop. . If one
part is damaged it is frequently
true that the whole car must go
in for repairs.

“The parts of our American
business system, too, are in deli-
cate balance, one depending on
the other. Damage one part and
you may hurt all of them.

“I would like to show you what
I mean by this interlocking of all
business by citing .the case of the
rayon trade. The American rayon
industry today, and the textile

rindustry which it serves, is typ-

ical of this business assembly.

“There are, as I have said, 15
firms producing rayon yarn,

“The industry which these pro-
ducers - serve is made up of ap-
proximately 150 weaving ' mills,
employing 112,000 people, It in-
cludes®* 575 ray on : converters,
mostly small firms, some of them
one-man enterprises. It has 585
dyeing and- finishing firms.
Rayon cloth is made: into finished
garments by approximately 3,500
companies, employing about 425,-
000 workers, and these are sold
through some 9,000 retail outlets
having a total of half 'a million
employees.

“What we have here is a pyra-
mid made up of more than 13,000
separate business ' enterprises of
all ranges of size, each element
depending on the other, having a
total employment of one and one-
quarter million workers. - The Big
Business elements of this pyramid
could not exist without the thou-
sands of smaller businesses to
process their products for public
consumption. ~Conversely, thou-
sands of the smaller units would
not exist as they do today. without
being able to obtain these prod-
ucts-which can be-developed and

produced at low cost only on al.-

Big Business basis. No one ele-
ment can stand alone. ' When a
large: busingss' is injured by*“un=

‘nance’ * the .trayon

‘of many others came largely from

ture.  Seed money ‘is just as

wise legislation ‘or - ill-conceived
interpretation. of: the law, the
small businesses which it serves
Willll ,ultimately be affected as
well.”

Government Attitude Toward
Profits

“The same tendency which we
perceive 'in. the anti-trust cases
1s apparent also in the attitude of
some government agencies toward
profits. Again we cannet escape
the conclusion that the arrow
which pierces the large and there-
fore attractive target must wound
the small as well, Profits are the
life blood of all business, both big
and little, and when we stifle the
profit of .one we ultimately stifle
that of the other.

“Let “us. face the facts. Th’e

pyramid which is ‘the rayon .in-|

dustry was built, like all other
industries, ‘out. of . the building
blocks ' of 'profit, o :
“New plants, new equipment,
new - research facilities. must be
paid -for ‘out of profits of some
sort,. . The money..comes. either
from earnings retained in the
business: or from new capital put
id by investors out' of their sav-
ings ‘or' profits from other busi-
nesses.' . The .money used. to.fi-
improvement
project of ‘our:company- and that

earnings retairied in the business.
“This is the: ‘seed ‘'money’ which
provides for the crops of the fu-

essential. to. a hardware store or. to
a taproom owner ‘as it is'to a

manufacturer of durable goods.
Profits must be large enough not
only to provide a reasonable re-
turn to stockholders, but, in addi-
tion, to allow for expansionand
growth.  For no business can
stand still; it either goes forward
or it goes backward. -

“The large manufacturer may
use his seed money for a research
program costing millions, and the
taproom  proprietor to “instalt &
television machine, but the prin-
ciple is the same,

“Funds set aside out of earnings
to provide for the future are an
extremely vital element in our
economy. They far outweigh the
‘new money’ which comes in from
the sale of securities.  The gross
investment in American manufac-
turing industry  has increased
since 1929, for example, from ap-
proximately $58 billion to . an
estimated $95. billion at the end
of 1947. Over this period, the
amount retained from earnings
has aggregated $19 billion. Over
half, therefore, of the increase in
investment approximating $37 bil-

lion has been met by earnings|

retained -in the business as seed
money.

“In.our own company the story
has been.even more pointed, - The
du: Pont . Co/s ' operating invest-
ment in production facilities. and
working. - capital -has ;' increased
from $279 million in 1929 to $1,015
million in 1947., Of this increase,
a.very large percentage has come
directly. out of its own .earnings.

“This - business ‘mechanism: of
ours  is- sometimes ‘referred to as

the ‘profit’ system. It is a term
frequently employed, I note, by its
detractors. For myself I am glad
to see it designated-as the profit
system, - for that is precisely what
it is. It is profit which gives all
industry, both large and small, its
vitality and vigor. Like Samson’s
hair, ‘profit is the source of its
strength, When we do anything
to ‘'weaken our industry we
weaken our nation; we. weaken
ourselves.” -

A Profit for All

“I would like to add just one
thought. Inherent in this profit
system is actually a profit for all.

“The worker profits. ‘He enjoys
a higher standard . of living,
shorter working hours and more
opportunity than workers under
any other system or in any other
nation. A .

“The public profits. . Nowhere
else in the world has any public
s0 much purchasing power and. so
much available to it, in goods, in
freedom of choice, in liberty . of .-
action,

: “The: nation profits.. Any na-
tion is only as strong as its indus-
try. . The :United States  is - the
strongest nation on the face of the
earth; with  an -industrial : estab-
lishment which has accomplished
miracles. .. Our -nation - certainly
appears to have profited out of
this system. ‘ .

- “Yes, -it is a-profit system' and
a profit motive. Let’s ‘call it what
it is, but it's a motive, and a sys-
tem, under which -the profit be-

March 1949
September 1949
March 1950
September 1950
March 1951
" Septémber 1951
March 1952
September 1952
March 1953
September 1953

1.375
1.50
1.60
1.70
1.80
1.875
1.95
2.00
2.05
2,10

HORNBLOWER & WEEKS

WM. E. POLLOCK & CO.,

York,

¢, October 18,1948..} .

R. W. PRESSPRICH & CO.

WILLIAM BLAIR & COMPANY
FREEMAN & COMPANY

and, while not guaranteed as

$12,720,000

- Great Northern Railway |
EqUipmeﬁt Trust of 1948

2%% Equipment Trust Certificates

(Philadelphia Plan) -

.'To mature $424,000 semi-annually from March 1,:1949 to September 1, 1963, inclusive.

To be unconditionally guaranteed as to payment of par value and dividends by endorsement
by the Great Northern Railway Company.

These Certificates are to be issued under an Agreement as amended and supplemented to
be dated as of September 1, 1948, which will provide for the issuance of $12,720,000 par
value of Certificates to be secured by new standard-gauge railroad equipment estimated
to cost not less than $15,900,000.

MATURITIES AND YIELDS
(Accrued dividends to be added)

March 1954 2.15%
Septembet 1954 2.20
March 1955 2.25
September 1955  2.30
March . 11956 2.325
September 1956 - 2.35

.~ March 1957 2.375
September 1957 : 2.375
March 1958  2.40
September 1958 ' 2.40

%

Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission.
; The Offering Circular may be obtained in any State in which this announcement is
circulated from only such of the undersigned and other dealers as may
- lawfully offer these securities in such State.

HALSEY, STUART & CO. INc.
A. G. BECKER & CO.

INCORPORATED

OTIS & CO.

(INCORPORATED)

FIRST OF

INC.

| "To be dated September 1, 1948, Par value and semi-annual dividends (March 1 aqd qutcmber 1) payable in New
N. Y. Definitive Certificates, with dividend warrants attached, in'the denomination of $1,000; registerable as
<. to par value, Not redecmable prior to maturity. These Certificates are offered when as and if reccived by us. Certifi-
cates in temporary or definitive form will be delivered at the office of Halsey, Stuart & Co. Inc., 35 Wall Street,
New York, N. V. The information contained herein has been carefully gomglled from sources considered reliable
to completeness or accuracy;, we believe it to be correct as of this date.

" Marcch

‘March

THE ILLINOIS COMPANY
McMASTER HUTCHINSON & CO.

longs-to everybody.”

1959 ¢
September 1959
March 1960
September 1960
1961
September 1961
March 1962
September 1962
March 1963
September 1963

2.459%
2.45
2.50
2.50
2.55
2.55
2.60
2.60
2.625
2.625

GREGORY & SON

INCORPORATED

L. F. ROTHSCHILD & CO.
MICHIGAN CORPORATION

hitized for FRASER
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Securities Salesman’s Corner

By JOHN DUTTON

If you analyze it, we don't sell securities as much as we se}l
ideas. The man who is doing business the way it should be done is
primarily a “‘worker of plans.” To be specific, we all know that
what is one man’s investment feast is another’s poison.. There are
few investors who cannot improve their position—the salesman v_vho
knows his job determines what his customer can do to better him-
self and then goes out to sell an idea. The securities he sells are
incidental. i

But you cannot be successful in this type of selling unless you
really KNOW what your customer should do . . . you can’t guess
about it. You can’t take a list of holdings, go over them ‘casually in
your own mind, and say to yourself, “I think I can get my friend
Mr. Investor to sell that one, and buy another.” You have to under-
stand the REASONS why such a sale should be made and they must
be positive and compelling reasons, too. The same is true on the
buying side of the equation. What are some selling reasons? Here
are just a few: Outlook for industry as a whole turning from favor-
able to unfavorable, possible overproduction, weak price basis. Over-
expansion of company. High and inflexible breakeven points. Manage-
ment weaknesses, Opportunity to increase income without sacrifice ol
basic security by making sale and reinvesting. Too heavy. in one
particular industry, should lighten up. 'Such compelling reasons as
these can be turned up ‘only through research and digging. Once
you have the facts the next step is to boil them down. into -sharp.
simple relief. ‘A newspaper clipping, a comparative balance sheet
.. with the highlights marked, these are sufficient. The rest'is up to
the salesman. . Most people do not believe that they are qualified
to pass judgment on. financial matters unless they are professionals,

and this brings us to a most important point regarding “idea selling.”

No man should be pompous regarding his own opinion of his
abilities' or- knowledge but he should not underestimate his own
faculties either. If -you-know “your business you KNOW IT. Don’t
weaken and waver—there is noisense to.it. 'No man can.know all
the answers when it comes to forecasting the future course of events,
and like it‘or not that is what you must do in this business. But
if a company has a top heavy inventory and the sales curve is drop-
ping that is. a. FACT.. There is no guess work here. - The point ‘to/
make with your customer is, “Why speculate, why take a risk, pro-
.tect yourself in advance.” It is just-as much to your interest to
help your clients PRESERVE capital as it is to assist them in in-
creasing it. But how often do we bring this point home to our
clients? Over a period of years every person who owns securities
must take some losses but it is the OVERALL value of their entire
portfolio that is important. If capital has not been impaired THAT
IS A GOOD JOB IN ITSELF, let no one minimize its importance.

Nearly everybody is WILLING to accept your IDEAS at their
face value providing they first believe that YOU KNOW MORE
THAN THEY DO.. In fact, they must first believe that you know
a great deal more than they do.  This impression is made upon others
when you act the part and talk it. You can’t go out and. poll-parrot
someone else’s canned sales talk if you want to be effective. You
can’t have a half-baked idea of what you want the other fellow to
do and then .expect him to do it. ~BUT IF YOU KNOW YOUR
FACTS AND YOU ORGANIZE THEM SIMPLY, you can’t miss. But
time it right. make it.important. Make an appointment, discuss
such a subject in' an atmosphere where it can be given undivided
attention. After all, if it is important to your customer that he
should sell out one of his stocks and buy another—if you conscien-
tiously believe that you have a good idea for him-—then accent your
‘proposition by adding the dignity and importance that the subject
deserves. . If you make your ‘business IMPORTANT, your prospects
and customers will recognize that you are IMPORTANT TO THEM.

Amplifies Anti-Trust Charges Against 1BA an
invesiment Houses 5

Justice’ Department files in Federal Court details of its charges of
conspiracy in answer to interrogatories propounded by Investment
Bankers Association and seventeen investment banking  houses.

Following up its complaint filed: a year ago and in answer to
interrogatories propounded by the Investment Bankers Association
and seventeen investment banking houses charged with violation of
the Sherman Anti-Trust Law, the Unjted States Department of Jus-
tice has filed with Federal Judge® -

Harold R. Medina in New York
‘City a volume of 1,400 pages giv-
{ing details of agreements -and
other material and - documents
i within the scope of the complaint.

The Justice Department stated
that for the purposes of the suit it
‘would rely on “one or more ex-
press agreements relative to the
whole and to certain parts of the

conspiracy alleged in the com-
plaint in addition to placing reli=
ance ‘“upon a course of conduct
from which the conspiracy may be
implied or inferred.” It said also
that it relies on the Censtitution
and by-laws of ABA in addition
to underwriters agreements, in
support of its case, :

PRIMARY TRADING MARKETS

B. E. Simpson

Telephone KEystone 3101

CRESSON CONS. GOLD M. & M. CO.
KINNEY-COASTAL OIL COMPANY
KUTZ CANON OIL, & GAS CO.
MACKINNIE OIL & DRILLING COMPANY

Established 1929

=+ -California Building, Denver 2, Colorado

& Company

Bell Teletype DN 157

mander Herbert P. Wirth.

William J. Ficken, Dominick &
Dominick, First :Vice-Command-
er; Haven R. Sevilla, Second. Vice=-
Commander;: Horace - E. Betfs,
British Purchasing Agency; Third
Vice-Commander: Joseph A
Fischer, P.V.C., Chaplain;-Otto A.
Valfer, A. L. Burbank & Co., His-
torian; - William - F! Scanlan; Ira
Busby & Co., John J. O’Kane, Jr.,
John J. O’Kane & Co:; Alfred W:
Miller, Dominick & Dominick,
William Hardenbergh, Dairymen’s
League Cooperative Association,
and Paul Stein, Inlernal Revenue
Department, executive committee;
Clement D. Asbury, Thomson '&
McKinnon,* Adjutant; # Marcel - A.
Chesney, Brooklyn Trust Co.; Fi-
nance- Officer; Marie M. McMillin,
Sergeant-at-Arms; Stephen W.
O’Leary, Judge Advocate; Earl Q.
Kullman, Service Officer,

Other -officers - installed  were:¢

; Searighi:lhélélle@!'fhs Goiﬁ‘iﬁdilder. of Wall Street Post -

George A. Searight, Vice-President of ‘Aetna Securities Corporation, was installed as
Commander of the Wall Street Post of the American Legion for 1949, by County Com-

B e e —

{ The retiring '~ Commander . is
Richard Hettler, Thomson & Mec-
iKinnon, on whom the. Post be-
stowed a diamond. pin.

A-buffet supper in-Federal Hall
followed the installation.  For the
first time in the ‘Post’s history, a'
woman member became an ofiicer,
There. are. 38. service: women - in
the ‘Post andMarie M. McMillin
was . elected - Sergeant-at-Arms,
bechuse the Post. believes sie is
the bravest woman-in:the world.
She ‘holds the altitude: parachute
jump record ‘for women; of 25,800
{eet, and has madec 752 jumps and
is still making - them:

The Wall Street Pcst recently
observed Bill of Rights day with
an open air patriotic rally in Wall
Street and had as guest Cardinal
Spellman who spoke from Federal

)

Hall steps” to a crowd of 4,000.
The event was carried on tne air
by WOR, the “Voice of America,
and was on- television. A ‘gold

medal for outstanding deflense of

our freedoms against communistic
threats was ‘awarded to Cardiaal
Speliman. This medal-is awarded
annually to that American ceemed
by the Post as contributing most
notably to Americanism. Previous
recipients -were Gardner Osborn,
Cecil B. de Mille, John W. Davis,
Messmore * Kendall and  Thomas
D’Arcy Brophy, a founder of the
Freedom Train.

Members oi the Post are con-
tributing rare historial books from
their libraries to the establish-
ment of a fine library in Federal
Hall. Contributions of such tomes
are heariily welcomed.

Predizls 3300 Miliion

Kenneth P, Fallon, President of th
reporting on a nation-wide
though some
price increases
reflect higher
costs of labor
and materials,
doubled pro-
duction ‘'of low
and medium §
priced -mer-
chandise will §
make it. pos- §
sible for the
average fam-
ily to have a
better choice
of toys for a
given amount i
of money than Kenneth P, Fallon
at any ‘time .
since  the war. However, many
steel and rubber toys will ‘be. in
short supply; and, due to the rec-
ord number of toy users, many
popular lines of playthings are ex-
pected to disappear from counters
long before Christmas, so: early
buying for ‘specific.items is ad-
vised.” ; |

Research Yields Benefits

Extensive research conducted by
American toy makers to determine
age "interest, will make it 'easier
for volunteer Santa Clauses this

mum play valuée and fun appeal,
through informattive labels: and
package directionsi Mr. Fallon re-
ported...Improyved, production
methods applying. war-time dis-
coveries have resulted in many

“American toy productioh is surér trob éxcééd' an all—timevre‘:cb’rd
$300,0060,000 (retail “value)  in: time for Christmas -distribution,” said

yvear {o'choose toys with maxi-

Toy Business in 1949

Kenneth P. Fallon, Presdent of Toy Manufacturers, calls attention
to 24 million- children born ' since 1940 as - putting business at
all-time record. ~ ... ; '

»

e Toy Manufacturers of the U.S. A,

survey, made by the organization, Al-

<Or——
advances in durability and im-
proved design.

American Way of Life Featured

Toyland, 1948 style, reproduces
every phase of American life with
accent on eareers - Mr. Fallon said.
Children’s yearning to.own minia-
tures of 'up-to-the-minute designs
is catered to with the latest styles
in’ . helicopters,  station: wagons,
taxis, electronically dbntrolled
trains, pre-fabricated : housing,
television sets, juke: boxes and
wasp-wasted ‘doll - fashions. A
chemistry set offers a sample of
uranium.  Doll house furniture
features period and modern styles.
A new development in plastics is
used 1o make the machinery  of
mechanical - toys. Rubber balls
promise extra bounce; inflated
baHoons introduce a record num-
ber -of animal ‘and character
shapes. ' Latex dolls, animals and
farm sets are close to'prewar vol-
ume. Cowboy regalia dominates

play costume showings, Junior can
build - a. mechanical = man who
walks, powered by an electric
motor, - There’s a boom in farm
machinery toys. Children’s books
are featured in lower price ranges.

.John F. Coleman Dead

John'' F."'Coleman, : member of
the New York Curb -Exchange,

died ‘suddenly on the floor- of the
exchange. He was 60 years-old.

of,
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Boston Invesiment
Club to Hear Pruyne

BOSTON, MASS. — L. Sumner
Pruyne, Vice-President of the
First National Bank of Boston,
will "be the' guest speaker at the
regular monthly meeting of the
Boston. Investment Club to be
held Thursday, Oct.. 21, at: the
Boston Yacht Club. Mr. Pruyne,
who is the Vice-President in
charge of the bank’s investment
portfolio, will speak. on “Com- '
mercial Banking Investment Pol-
icies Today.” As an officer of the
largest . commercial bank in New
England, Mr, Pruyne can speak
with ‘authority- on. this subject..

A* general invitation is extended
to. members  of security = firms,
commercial banks, savings banks
and cooperative banks to attend
this ‘'dinner and hear this address
by Mr. Pruyne.

For reservations any of the fol-
lowing officers of the Club: may
be contacted: Robert G. Gerrish,
President of Whiting, Weeks &
Stubbs; Andrew G. Weeks, Vice-
President of Blyth & Co.;«Inc.;
Robert S, Weeks, Jr., Secretary of
Coffin & Burr, Inc.; E. Wallace
Sleeth, Treasurer of White,: Weld
& Co., and John J. D’Arcy, Pub-
licity Chairman of F. L. Putpam
& Co., Inc. 15374

E \ sy
Davies & Mejia Adds

(Special 1o THE FINANCIAL Cundﬁiéhg

OAKLAND, CALIF.—Henty. J.
Nelson had been added to the staff
of Davies & Mejia, 1430 Franklin
Street. -+

With Inv. Securities- Co.
* (Special to. THE FINANCIAL CHRONICLE)

JACKSON, - MICH. — Robert
C. Holmes is with Investment Se-
curities Co.; National Bank Build-
ing. . . oy
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Letter to the Editor:.

Favors Complete

Writer, signing himself “Ancther American,”. comments on editorial
in the “Chronicle” of Oct. 7, entitled “The SEC and Manicipal ' *
< Secarities.” -~ - - - -0 -
Editor, The Commercial & Financial Chronicle: "

I like your statement in the October 7 issue of the
“Commercial & Financial Chronicle”—*“we favor the com-
plete demolition of the SEC.” :s g

It is clear, simple, to the point and forthright like a
smashing blow between the eyes—and it takes guts to say
or print it, something that unfortunately is lacking in the
securities business today.

' There is no other business in the U. S. whose members
pride themselves so highly on the general level of their edu-
cation, acumen and general business ability. Yet this indus-
try has kow-towed and fawned most servilely before the
God-Almighty burocrats of the SEC and has jumped at the
-slightest crack of their whip. How the SEC burocrats must
laugh up their sleeves at these pawns who now sit around
twiddling their thumbs waiting for better days while the gen-
eral public distribution of investment securities has all but
- disappeared. 4 :

Recently the SEC, through your columns, requested
suggestions for stabilizing markets in connection with the
issuance of new securities. Constantly these burocrats seek
to expand their rules, regulation and control over every
business they are able to enmesh in their tentacles. The best
reply to their request is, of course, “Keep your hands off!”
Markets represent the meeting point of all forces, objective
and subjective, which combine at any given moment to de-
termine a quotation. Regulate them and you kill them.

The attempt to regulate markets by edict is a‘smoke-
screen. The vicious reality is the acknowledgement of SEC
authority and the further expansion of their power—and as
you clearly state “a forerunner of a more complete state par-
ticipation in business.” :

Security dealers wake up!:

Sincerely,

 Demolition of SEC

You may print the above if you wish but I prefer to re-

ANOTHER AMERICAN.

main. anonymous because burocrats do not.like the truth.

Chicago, 1.
October 15, 1948.

i i

$31,526,000 New York Gily Housing Autkcrily

Bonds Marketed hy

Underwriling Group

" Chase National Bank, National City Bank, Lehman Bros., and Blyth
& Co., Inc., are joint managers of syndicate re-offering part of
$48,256,000 bonds purchased from housing unit. Bonds uncondi-
tionally guaranteed by the City of New York.
A banking group headed by The Chase National Bank, National

City Bank, Lehman Bros., and Blyth & Co., Inc., as joint managers,
on Oct. 19 offered to the public $31,526,000 New York City Housing

Authority serial bonds, dated Nov.

through 1988. The bonds which®

bear interest rates of 4% %, 3%
and 3% %, are priced to yield
from 1.50% for the 1951 maturi-
ties to 3.20% for the 1983 ma-
turities and a dollar price of 95%
for the 1984-1988 maturities, The
bonds, due 1951-58 carry an inter-
est rate of 414 %, those due 1959-
67, a 3% rate, those due 1968-83,
a 31 % rate, and those maturing
1984-88, a 3% rate.

The bonds which are uncon-
ditionally guaranteed as to prin-
cipal and interest by New York
City, are part of a total issue of
$48,256,000 which were purchased
from the authority by the banking

v gitoup .on an overall interest cost
‘basis to the authority of 3.213%.
' The balance of $16,730,000, due
'Nov. 1, 1989-98 is not being re-
offered.
'""“In the opinion of bond counsel,
both principal and interest are,
exempt from allitaxation by:thé
United States by the existing pro-
visions of the United - States
{ousing Act of 1937, as amended
and supplemented, and  the In-
%&rn‘al Revenue Code of the
nited States, as amended and
supplemented, and are exempt
from taxation by the State of New
York or any of its political sub-
diyisions, under the provisions of
the State’s Public Housing Law,
Chapter 44A. The bonds; in the
opinion of bond counsel, are legal

investments for savings and other
banks, trust funds and fidueiaries,
insurance companies and all pub-
lic bodies and public officers in
the State of New York.

The offering syndicate is com-
posed of 61 banks and investment
firms throughout the country and,
in addition to The Chase National
Bank, National City Bank, Leh-
man Bros,, and Blyth & Co., Inc.,
some of the other members in-
clude: Chemical Bank & Trust
Co., First Boston Corp., Harriman
Ripley & Co., Inc., Phelps, Fenn
& Co., R. W. Pressprich & Co,,
Smith, Barney & Co., C. J. Devine
& Co., Inc., Goldman, Sachs &
Co., Harris Trust & Savings Bank,
Kidder, Peabody & Co., Northern
Trust Co.; Salomon Bros. & Hutz-
ler, and Shields & Co.

Russell J. Olderman fo

McDonald Co. Pariner

CLEVELAND, OHIO — Russell
J. Olderman will" be admitted to
partnership in McDonald & Co.,
Uniont Commerce Building, mem-
bers of the New York and Cleve-
land Stock Exchanges on Nov. 1.
Mr. - Olderman -prior 1o 'jeining

MecDonald & Co. last August was|. -
Vice-President of-Fjeld, Richards| ",

&Co.

1, 1948, and maturing Nov. 1, 1951 |

 Banks—The

Whipping Boy

By CHARLES W. WILLIAMS *

of Inflation

Head of Economics-Commerce Dept., University of Louisville

i Dr. Williams finds chief factor in' current domestic situation is inflation and what is being done about

| it. Says, politically, inflation control is too hot to handle and one should sympathize with politicians
i in their reluctance to behead the goose that lays the golden eggs. Holds Treasury lending policy is

i prime contributor to inflation and banks -are used as “whipping boy” in efforts to control it.

Your pfdgram chairman has suggested that I talk t{o you on Current Affairs—which
is.both-good and bad advice—good in the sense that almost everything is current and bad

in the sense that.if the advice were taken literally, I should

to wander all -
over the uni-
verse with me,
You bank
people are
now ‘“going
bhack to
school” which
means: that
you deserve
congratu-
lations for
taking both
time and: en-
ergy to “brush
up” on mat-
ters economic
and financial
that are going
on beyond the accustomed place
of duty. It implies that:you de-
serve straight-talk and clear an-
alysis of the events that are going
on about us, .
This is an amazing period in
which we live and one can hardly
recall a period of so much news
and of such significance. One is
tempted to focus attention on the
foreign scene because it is ter-
ribly important and probably
dominant over the domestic scene,
since the decisions now being
taken on matters international are

quite likely to affect everything
that is basic to the-domesic scene.

Boil it all down and we have
a continuation of the ‘“Battle of
the Isms.” It is. the old but new
and growingly fervent debate of
the “Free:Way” versus the “Con-

*An address by Dr. Williams
before - the School of Banking,
sponsored by the : Kentucky
Bankers Association, Lexington,
Ky.; Aug. 14, 1948.

Charles W. Williams |

‘trolled Way”—call it what you

will, Communism, Socialism, or
Fascism, These latter are merely
terms signifying various ap-
proaches and degrees of Statism.
It is the contrast that is important.

Fortunately, our choice in these
United States is made and. is a
particularly fortuitous one ‘since
this is a political year and the
matter of choice is not likely to
become a political issue which, to

| your~ discussant, is the best evi-
|| dence of a thinking America.

Inflation and What to De About It

On the domestic front, the ma-
jor issue and the main problem
is that of Inflation and What to
Do About It.'T am forced to admit
at the outset that I am somewhat
selfish in putting the major em-
phasis and deveting most of the
time alloted to me to this old but
new problem-——selfish in the sense
that I have “kiecked it about” and
have: been “kicked: about” by it
for a good many years and man-
aged to learn something of it at
first hand while’ still at a tender
age and wandering. over the face
of Europe in the amazingly in-
flationary ways and manifesta-
tions of the twenties. !

Significantly, I - think, few
people now ask, “When will we

probably find myself asking you

saler’s dollar is a 45c¢ piece —
when compared with the “full
dollar” of pre-war.

Curiously, some people, both
within and without, still think
that our banks are immune to in-
flation. In theory, the bankz
handle dollars and debit or credit
in accordance with policy or need:
as though they were utterly dis-.
interested in the size of the dollar.
This is, of course, a fallacious and
untenable theory. For quici
proof, I should ask you to turn
back the pages of banking history
to the years 1926-1929 and to 1932~
1935 and observe the statistical
proof of shifting bank deposits,
bank profits, operating expenses,
market value of bank stocks—to-
say nothing of the seedier side o
the latter period manifesting, as
it did, vast numbers of bank
cripples and bank insolvencies.

Causes of Inflation

There ought not to be serious
disagreement regarding the cause:
of the. present inflation; they arc
almost crystal clear to those who
have looked at the problems seri-
ously and disinterestedly. Those
who disagree are quite likely to
be found tc have some particular
political or class or group moti-
vation. ;

have real ‘Inflation?” Even the|. As I.see it, there have been
man in the street and the eco-|four and only four causes for the
nomically naive ‘are now becom- |serious depression of money value
ing - deeply - conscious of the|which we have been observing in
“shrinking dollar” even 'if they|these .United States ever since

|are not aware of the statistical|Pearl Harbor:

measurements which now show us (1) War: This has been the
that the food dollar is a 45¢c piece, | prime creator. Our method of fi-
that the average consumer dollar |[nancing the last great conflict, by
is a 53¢ piece and that the whole- (Continued on page 31)

than $6,933,285.

’

October 15, 1948

Equipment Trust, Series AA
2%% Equipment Trust Certiﬁéates \

To mature $275,000 semi-annually from April 1, 1949 to October 1, 1958, inclusive
. To be unconditionally guaranteed as to payment of principal and dividends by endorsement
These Certificates are to be issued under an Agreement dated October 1, 1948, which

provides for the issuance of $5,500,000" aggregate principal amount of certificates
to be secured by new standard-gauge railroad equipment estimated to cost not less

Priced to yield 1.50% to 2.50%, according to maturity

Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. The
Offering Circular may be obtained in any State in which this annowncement is circulated from only
such of the undersigned and other dealers as may lasyfully offer these securitics in such State,

HALSEY, STUART & CO. INc.
R. W. PRESSPRICH & CO.
THE ILLINOIS CON,PANY

Dated October 1, 1948, Principal and semi-annual dividends (April 1 and October 1) payable in New York, N, V., De-
finitive Certificates, with. dividend warrants attached, in xhﬁdcnu(uilmli.qu of $1,000, registerable as to principal. Not redeem-
able prior to maturity. These Certificates are offered when, as and if received by, us. ; Certificates in definitive form will
be. delivered at the office-of Halsey, Stuart & €o. Ine, The: informatiow contained herein has been carefully compiled from
i L sources considered reliable and; while not guaranteed as.to completenessor accuracy, we believe it to be correct as of this date,

$5,500,000
Ilinois Central

(Philadelphia Plan)

by Hlinois Central Raiiroad Company

OTIS & CO. FREEMAN & COMPANY
(INCORFORATED)

McMASTER HUTCHINSON & CO.
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ATIONAL
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Prospectus upon request from
your investment dealer, or from

NATIONAL SECURITIES &

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

ry“\m
— /

e

T Grrge
PUTNAM

FUND
of Boston

Prospectus upon request

Putnam PFund Distributors, Inc.
50 Btats St . Boston

Fllllﬂﬂllll!ll[ﬂl
Investors Inc.

Prospactus from your Investment Dealeror

HUGHW.LONG & CO.

INCORPORATED
93 WALL STREET, NEW YORK 5, N Y

GhANGILG CHIZAGD

Keysitone
Customli‘an
Funds

Certificates of Participation in
INVESTMENT FUNDS
! investing their capital

IN
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E Mutual Funds

By HENRY HUNT

Sales Results—Fixst Nine Months

During the first nine months of 1948, gross sales of mutual fund
shares ran about % of 1% under the $199,600,000. total during the
same period last year. However, due to a 53% increase in Tepur-
chases, net sales made a less favorable showing, declining  from
$139 million to $105 million during the past nine months.

Thanks in part to Lord, Abbett’s outstanding sales record with
Affiliated Fund, common stock funds made a better showing than
last year while sales of balanced funds just about held their own.
On the other hand, gross sales of bond and specialty funds declined
from $77 million to $56 million while net sales dropped precipitately
from $45 million to less than $5 million, -

Net assets of 80-odd mutual funds as of Sept. 30, 1948, approx-
imated $1,500,000,000, as compared with $1,409,000,000 at the beginning
of the year and nearly $1,600,000,000 on June 30. The decrease in

| | assets during-the third quarter reflects, ‘of course, the decline in the

stock market. In this connection, third quarter gross sales of mutual
funds declined 23% from the second quarter, whereas the volume of
shares traded on the New York Stock Exchange declined 47% during
the same periods.

While current sales of mutual funds are far from booming, the
full year 1948 may produce gross, if not net sales, somewhat in excess
of 1947 since the fourth quarter last year was not a particularly good
one from a sales standpoint,

A Pessimistic Boom

Vance, Sanders’ “Brevits” quotes Professor Slichter of Harvard
as follows:

“Great wars have usually been followed by a long decline in

prices. In the Summer of 1948 the price level in the United States
had risen higher than ever before. Most economists appear to believe
that history will repeat itself, and that World War II will be followed
by an extended period in which the dominant movement of prices will
be downward,
.. . . With these forecasts that the dominant price trend will be down-
‘ward for the next decade or two, I disagree. These forecasts fail to
take account of major changes in world conditions, in economic insti-
tutions, and in public policies.

“Previous wars have been followed first By a brief, but pro-
nounced, boom and then by a sharp, though short, depression. The
boom following World War 1II is now nearly three years old. Is not
the postwar recession overdue?

“There are plenty of signs that the postwar boom is leveling off.
These signs are found in the slackening rate of increase in spending,
in the slower rise in prices and wages, in the halt of the increase in
bank credit, and in the drop in the net export surplus.

“I agree that an early; drop in business spending is a probability,
but.I do not believe that.it will go very far ‘or that'it will produce
a;recession. It will be promptly offset by.a rise in consumer buying
and in government buying. - The rise of consumer spending and gov-

- ernment spending will limit the drop in business spending,

“A drop in business spending would produce a rise in- consumer

{ spending because it would make more goods available for consumers

to purchase, Consumers are not yet buying at a normal rate.
_“A drop in business spending would also be offset at least in part

|'by a rise in government buying. State and local governments have
‘'great needs, which they have been unable to meet because of 'shortage
|‘of men and materials.” .

- Dry Slichter ‘points out ‘that memories of previous price * col:
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lapses and ‘the last depression have made the business community
extremely cautious despite .the prosperous times we have had during
the last few years, He observed, “There never has been'a boom of
substantial magnitude accompanied by less optimism' and less specu~
lative buying.”

An Unusual Sales Piece

A good piece of sales literature should include at least three of
the following:

(1) A new idea or an original approach,

(2) Simply written, easy to understand copy

(3) Apt illustrations b

(4) An attractive lay-out and type that pleases the eye.

Lord, Abbett’s new booklet called “The Practical Way to Invest”
has all four of these attributes, Although printed in but one color,
this booklet is worth your attention from more angles than one. The
following is a sample of the copy .and the illustrations:

. The average investor follows his

s SECUTItY - holdings by reading the

financial section of his daily news-
paper. - »

He seldom spends as much as $20
a year for financial services to help
him keep up with his investments.

He may read the annual reports

~ he receives, but he " generally
“files” them in the waste paper
basket shortly. afterwards.

LORD, ABBETT & COMPANY,
INC., has built up over the years
a management organization that
costs - several hundred thousand
dollars per. annum to maintain.
The men in this organization
have made the study of security
values their life work. They know
how to interpret the effects of
changing trends - and ' economic
- conditions on security prices:

Furthermore, they have access to
information-not readily available
to the investing public.

It’s doubtful that the average in-
vestor spends more than an hour
a week on the management of his
portfolio. The LORD - ABBETT
management organization spends
many hundreds of hours a week
checking and rechecking securities
- owned or securities under con-
sideration for purchase.
it
il

- “D. G.” Comments _ ik

Distributors Group in its October “Investment Report” comments

on the outlook for stock prices as follows: s
“The relative performance of ‘war’ stocks and ‘peace’ stocks shows
that fear of war is not the major influence in the stock market today.
' “The general level of stock prices is so low in relation to current
earnings—lower than at any past period of prosperity—that it can be
accounted for only by widespread lack of confidence in the domestic
outlook, that is, in'the maintenance of 'a high I’gav'el_ of earnings over.a

period of years. ‘' In this respect we are ‘convinced that thglpubli'é‘bsr
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éssummg, comcxouély or unconsciously, that we are bound to follow
the same business pattern, as that of post -World War I is ignoring

basic and controlhng differences.

N “There is today a remarkable absence of reckless speculation—
in commodities, farm. land, inventories, common stocks—in marked

contrast to the early Twenties.

“The readjustment of prices and wages to a balanced level far
higher than prewar is proceeding with surprisingly little disturbance

to corporation earnings.

One by one our industries are shifting over

from a sellers’ to a normal buyers’ market——w1thout disturbing the

high level ‘of our over-all economy,

“The control, by the Federal Government, of the spending of so
Jarge a proportion of total national income; the unprecedented power
of labor unions; the size of the national debt; the techniques that have
been learned, by Government, in the past 20 years; the accumulated
capital needs of industry; and our expanded role in the international
economy—all these are factors which tend to maintain our present

general level of prices and wages.

“We believe that it is only a question of how much time it will
take for the public to understand the significance of these new factors
before stock prices advance to a more normal relationshp to corporate

earnings.”

Syndicate Headed hy Alex. Brown & Sons
Markets $37,500,000 Md. Bridge Rev. Bonds

Alex, Brown & Sons, of Ballimore, heads an underwriting group
of 84 members that made public offering on Oct. 19 of $37,500,000
State of Maryland Bridge Revenue Bonds (Series 1948). The offenng
consists of $18,500,000 in 2%, 234 and 3% Serial Bonds, due Oct.

1952-1967, 1nc1uswe,
priced to yield from approximate-
1y 1.90% to 2.90%, according to
maturity, and $19,000,000 of 3.20%
term bonds, due Oct. 1, 1972,
which are priced at 103.40%, to
yield approximately 3% to ma-
turity.

. Net proceeds will be used by
1ihe State of Maryland to provide
funds for the cost of constructing
the proposed Chesapeake Bay
Bridge, together with its ap-
proaches, and to provide funds for
-the redemption of outstanding
State of Maryland Bridge Reve-
nue Refunding Bonds, and financ-
ing costs.

The proposed bridge, which is
expected to be completed on or
before July 1, 1951, will cross
Chesapeake Bay from a point
above Annapolis at Sandy Point
to a point on the Eastern Shore

of Maryland north of Matapeake’

near Stevensville, With the con-
struction of the bridge, together
with completion of construction
of the Delaware Memorial Bridge,
traffic from New England, New
York and other northern points
will be able to'travel over this
route uninterrupted by ferries, to
Baltimore and Washington, and
also travel to southern points by
modern highways which bypass
all large cities between New York
and Richmond or Norfolk.

The Bridge Revenue Bonds will
be secured by a Trust Agreement
between the State Roads Commis-
sion of Maryland and the Balti-
more National Bank, Baltimore,
Md., as Trustee, and will be pay-
able solely out of revenue from
bridges. Interest is exempt from
all Federal income taxes, under
existing statutes. Under the Act
authorizing - their :issuance, the
bonds, and the interest thereon,
are exempt from all taxation with-
in Maryland. They are authorized
investment for trust funds and
may legally be deposited as se-
curity for public funds in that
State.

i At the option of the State Roads
Commission, the term bonds and
the serial bonds are redeemable in
‘whole not earlier than Oct. 1, 1952,
nitially at a price 3% above the
offering price with declining
prices over the life of the issue.
Both the terms and the serials
fare also redeemable in whole or
in part, on any interest date not
- ﬁ’?rlier than Oct. 1, 1952, from
oneys in the revenue projects
interest and sinking fund at prices
initially equivalent to the offer-
ing yields, the prices declining
over the life of the bonds in a
manner which will protect the of-
fering yield to ‘the investor.
Moneys in the sinking fund will
be used to retire term bonds, and
after all term bonds have been re-
Mired serials.would be retired in
inverse order of maturity.

) Assoc1ated with Alex. Brown &
Sons in the offering, among others,
" are The First Boston Corp.; Har=-

which are®

riman Ripley & Co., Inc.; Smith,
Barney & Co.; Blyth & Co., Inc.;
Drexel & Co.; Kidder, Peabody &
Co.; Lehman Brothers; Union Se-
curities Corp.; B. J. Van Ingen &
Co. Inc.; Baker, Watts & Co.;
Glore, Forgan & Co.; Mackubin,
Legg & Co.; Phelps, Fenn & Co.;
R. W. Pressprich & Co.; Shields &
Co.; Stein Bros. & Boyce; Strana-
han, Harris & Co., Inc.; A. C. Al-
lyn and Company, Inc.; Equitable
Securities Corp.; Harris, Hall &
Co. (Inc.).

Shields & CGo. Opens
Branch in Los Angeles

Indicating its confidence in the
future - outlook of the securities
business, Shields & Co. announced
the opening of a second branch
office in recent months. Located
in the Van Nuys Building in Los
Angeles, Calif., the new office is
the first of a contemplated series
in California and follows the open-
ing of an office in Houston last
June.

Francis D. Frost, Jr., partner in
the firm of Bogaldus, Frost and
Banning from 1941 to 1948, is resl—
dent:. manager of Shields’ Caleor—
nia office. Well known in invest-|
ment circles on the West Coast,’

Mr, Frost formerly was a partner

in Schwabacher and Company.

Shields & Co., members of the
New York Stock Exchange, New
York: Curb Exchange and other
principal exchanges, conducts a
general investment, underwriting,
brokerage and research business.
In addition to its main office in
New York City, Shields maintains
other offices in Boston and Chi-
cago.

Shearson, Hammill Go.
To Admit Partners

Darrell J. Bogardus, of Los
Angeles, and William J,.Denman,
member of the New York Stock
Exchange, will .be admitted to
partnership in Shearson, Hammill
& Co.,, 14 Wall Street, members
of the New York Stock Exchange
and other leading national ex-
changes, on Nov. 1. Both were
partners in Bogardus, Frost ‘&
Banning, of Los Angeles, which is
dissolving on Oct. 31,

Clark B. Davis Dies

Clark B, Davis, a director of the
Pan American Bank . of Miami,
Florida, and a former bank official
in New York, died recently in
Brunswick Hospital -after an ill-
ness of several years., He was. 59
vears old and for the last decade
had represented Hugh W. Long &
Co., Inc., in Florida in addition to

conducting his: own mvestment sg-

curities business,

By EMERSON P, SCHMIDT*

uating unemployment.

. The two following statements are becoming more clear every day:
hired today, or a new wage contract is agreed upon, the wage rates established no longer
measure the cost of hiring labor; (2) the number of hours actually worked no longer meas-

The Hidden Payroll

Director, Economic Research Department, Chamber of Commerce of U, S. A.

Contending hours actually worked by employees is less than actual hours paid by employers, and that
35 rather than 40 hours weekly is standard, Dr. Schmidt also points out additional labor costs in
voluntary pension outlays and employee life insurance that make up hidden payroll.
duction bonuses and compulsory employers’ payroll levies as additional labor costs, the ultimate bur-
den of which is borne by the laborer, as consumer, as well as employer and the public. Concludes,
since components of hidden payroll are taxes on production, they may assist in g/enerat-ng and perpet-

Cites non-pro-

1

(1) When a man is

ber of hours

for which the
.employer

must pay.
Some would
say that this
is just as it
should be; to
them the
function of the
employer
seems to be to
provide: jobs
and income to
the workers.

The outpour-

ing of goods

and services
is secondary, and frequently over-
looked entirely.

Whether this kind of thinking
can make a nation permanently
strong and secure, and raise the
real -standard -of living of the
masses, may be doubted. In Great
Britain where similar thoughts
have prevailed for a long time,
things are not going so well; be-
latedly the labor politicians are
pleading with the workers not to
ask for more pay, for shorter
hours, or for more benefits; and
indeed they are  begging for
harder work, for more effort and
for more: efficiency without vis-
ible effect. Another British loan,
under a new name, may be just
around the corner!

The 40-Hour Week Fiction

When the regular work-week
is scheduled to be 40 hours, the
actual number of hours worked
will normally fall substantially
below . this, even.,when 40 hours
are _paid _for. _

I the case of Federal Govern-
ment employees, in addition . to
eight paid holidays, there are al-
lowances up to 15 days paid sick

*Address by Dr. Schmidt be-
fore the Controllers Institute of
America, New York City, Oct. 12,
1948.

Dr. E. P. Schmidt
-

ure the num-#

leave, and 26 days of annual leave
or vacation. Since leaves are
based on a five-day week,- the
sick leave amounts to three weeks
and the vacation leave to five and
one-fifth week, or a total of nine
and four-fifths weeks, or over
18% of the work-year; this makes
a 32.5 hour-week for government
employees, providing they take
the full sick leave, which not all
do. Sick leave is cumulative for
a total of 90 days and annual
leave for 60 days. In addition, of
course, the taxpayer through the
Federal Treasury provides in-
numerable other social and eco-
nomic benefits, about 11% for
pensions, additional sums for
medical services, and' others.

In industry, in addition to pay
for five or six holidays per year,
sick-leave and vacation, a number
of other payments are widely
made for periods of not-working.
This may include pay for lunch-
time, wash-up time, get-ready
time, clothes-changing time, and
travel-time. In some instances
bonuses are paid in lieu of vaca-
tion at one and a half or double
time. A great many employers, as
a public service, pay their em-
ployees at regular rates when
they serve as witnesses, durmg
jury’ duty, election’ days, service
with the National Guard, and,

more 1ecently, with the U, S. de—
fense program:

A good many employers pay
shop stewards and members of
grievance committees for time in
settling disputes and, in some in-
stances, union officials receive
full pay while they carry on union
activities during working hours.
_The foregoing outlays may be
covered by union-agreements, or
may be simply the result of com-
pany policy.

When all of these items are
added together, payments for
periods of not-working may
amount to sizable totals. Although
the scheduled work-week may be

40 hours, the actual input of tlma
may on the average be one, twq
or as high as seven or-eight hours
less than the scheduled period:
We think of the 40-hour week a$
standard in America; for many
purposes it would be  more ac-
curate to speak of the 35- hour
week, or even less.

The average hourly earnings in
manufacturing reported by the
Bureau of Labor Statistics for
July, 1948, was $1.332. This figure:
is demved by dividing gross pay-
rolls including straight time}
overtime, incentive pay, pay fpr
sick leave holidays and vacations,
(before deductxons) by total
hours worked ' including hours
paid for holidays; sick leave -and
vacations taken and actual hours
worked during vacation. Further-
more, some of the items, such as
lunch- time; wash-up. time ' and
travel-time may be included "a$§
being “on the job.” Most of’the
foregoing items' do not 1nvolVe
extra outlays or payments in 4 -
bookkeeping sense, but are sxmpfy
absorbed as part of the nomﬁai
weekly pay.

This, however, may not be trué
of a whole group of additionat
labor costs which are handled
separately from a bookkeepmg
standpoint, , namely, the benem

programs.

Voluntary Pension Program ;

Outlays '
A growing number of compé-
nies have adopted supplementaxjy
private pension plans, both in-
sured and uninsured. The wartime
wage controls as well as the ex+<
cess. ‘profits. tax ' encouraged’ E
rapid multlplltat on’,of, msurécf
plans, “approved” by the U. s
Treasury for income-tax purposes.
How many of these fringe and
wage-supplementary items wil)
become matters of compulsory
collective bargaining under the
aegis of a National Labor Rela-

(Continued on page37)
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Canadian

e

By. WILLIAM J. McKAY :

Securities

The currency adjustments that have just taken place in France
have mainly served to'correct the cross-rate anomalies of the cur-
rencies not quoted on the French free exchange market, In addition,

however, it can be considered as
the ‘ultimate establishment
single rates of exchange with all
countries for every type of trans-
action. The present system is ob-
viously of a makeshift nature but
it does prepare the ground for the
complete elimination of the un-
desirable multiple rate of ex-
change procedure. This action on
the part of a country the economic
condition of which is by no means
as settled as that of Canada draws
attention once more to the unsat-
isfactory free 'Canadian dollar
market.

This market was established as
an unavoidable wartime measure
but has now long outlived its
usefulness. The erratic fluctua-
iions of the free Canadian dollar
have been a constant source of
embarrassment to the Canadian
authorities inasmuch as the
limited importance of the free
market has never beén properly
appreciated on this side of the
border, In fact the level of the
Canadian dollar in .the free mar-
ket has been more accepted as
evidence of the state of Canadian
cconomic conditions than that of
the official dollar, Also from the
angle of the U. S. investor in
Canada the free market has not
vrovided an adequate channel for
ihe transaction of the important
volume of U. S.-Canadian security
operations.

In the case of the French ap-

proach to a single rate .of ex-
change the . old  official rate has
been given a purely nominal
standing. It now serves merely
. 4as a basis for the calculation of
the practical official rate. On the
other hand the free: market rate
has assumed a greater. importance
and its variations now ‘determine
the parities of all currencies in
relation to the franc. This French
.. example has interesting implica-
tions when applied to the case of
the Canadian dollar. In the event
~ that the Dominion decides to sim-
plify its existing exchange system
by the establishment of one rate
o_f exchange to cover all opera-
tions would the official rate be
adopted as the parity basis? i
In view of the following reasons
it is'likely that an alternative to
the par valuation in relation to
the U. S. dollar would be given
favorable consideration by  the
Canadian authorities, f
(a) Despite the technical cor-
rections of the action of the
Dominion Government in raising

CANADIAN BONDS

GOVERNMENT
'PROVINCIAL

~ MUNICIPAL
CORPORATION

CANADIAN STOCKS

A. E. AMES & CO.

INCORPORATED
TWO WALL STREET
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WORTH 4-2400 NY 1-1045
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a further step in the direction of

the value of Canadian dollar to its
present parity the step has been
condemned- throughout the coun-
try; in view of the forthcoming
elections the general unpopularity
of the'par dollar has considerable
political ‘significance.

(b) It is difficult for the Can-
adian people to -appreciate the
necessity of the current austerity
program restrictions at a . time
when the country is experiencing
a domestic boom; the protection
of the_ par level.of the Canadian
dollar is considered {0 be the prin-
cipal reason  for ‘the -current
cramping of individual liberties.

(c) If the Foreign Exchangzs
Control Board Act were allowed
to lapse at its expiry date next
year, the:Canadian financial au-
thorities - would ' be relieved of
much of their responsibilities with
regard -to the assurance of ‘ade-
quate - exchangs reserves; the
Canadian * dollar could then be
permitted to find its own natural
level in one free market. .

During the week there was still
an unsatistied demand for high-
grade short-term external bonds.
The internal section also showed
a tendency to harden in sympathy
with the’ strong stock-arbitrage
rate. Free funds on the other hand
were inclined to weaken in view
of the anticipated large supply
that will be available as a result
of .the important November bond
redemptions, Stocks were stronger
generally with base-metal and in-
dustrial issues to the fore, Western
oils also were in fair demand but
the golds, despite the recent op-
timistic reports concerning the
gold-mining industry, failed to
make any headway. ‘

William Taussig With
Meirill Lynch, Pierce

(Spec}nl to THE FINANCIAL C'i-momcw)
ST. LOUIS, MO.—William H.
Taussig has become associated
with- Merrill Lynch, Pierce, Fen-

Y

William H. Taussig

ner & Beane, 411 North Seventh
Street. In the past he was man-
ager -of the {rading department
for 1. M. Simon & Co. gt

Lebman Corp. Elects Dirs,

Stockholders of The Lehman
Corp., at their annual meeting
held on Oct. 20, re-elected as di-
rectors Curtis E, Calder, J. Her-
bert Case, 1. J. Harvey, Jr,
Thomas A: Morgan, B. Earl
Puckett, Harold V. Smith, Alex-
ander Sachs -and -Frederick L.
Schuster, and the following six
partners of Lehman Brothers, viz.,
Robert Lehman, Allan §. Lehman,
Monroe .C. Gutman, John ‘M.
Hancock, Paul M. Mazur and
William J. Hammerslough, Dorsey
Richardson, a Vice-President of
the corporation, was also re-
elected as a director.

The appointment of Price,
Waterhouse & Co. as auditors of
the corporation for the current
fiscal year was also ratified. -

- Inﬂafioh Aﬂeéts ’The

By R. B. RICHHARDSON*

;Ma'sSes

President, American Life Convention

President, Western Life Insurance Company, Helena, Mont.

Insurance executive lists groups. affected adversely by decreasing value of dollar'and estimates, when

merged, they comprise bulk .of total population. -Points -out as two most vicious causes of inflation

(1) heavy government expenditures in relation to national income, and (2).Treasury’s cheap money -
policy. - Lists nine recommendations. as inflation curbs and calls for wise non-partisan leadership.

It is my purpose to discuss the problem of inflation from a non-techr}ical viex_:vpoint.
We are interested in knowing what to do about it, and not necessarily in its technical as-

pects.

successful  underwriters do. not
discuss with their prospects all of
the technical phases of a life in-
surance contract, Their prospects
are more interested in and mo~
tivated by hearing the story of life
insurance in action, and what it
will Ao, 1
Neither is it my intention to

discuss this perplexing - problem:

{from the standpoint of'life insur-
ance as an industry, nor even as
it - affects life insurance .alone.
The  decline in the purchasing
power of money is of tremendous
interest to life insurance pclicy-
holders ‘and to all who -practice
thrift. The great interest of life
insurance companiess and other
mstitutions of thrift stems directly
from. this interest on the part oi
those whom they serve. I see the
situation “from the viewpoint of
not only a policyholder, but from
that of all thrifty individuals
whose incomes are in any way af-
fected by interest rates. It is not
necessary for us to extol here the
virtues of our industiy. The Amer-
ican public is convinced that life
insurance is a means of solviag
numerous - problems  for = which
there is no other solution.  One of
the 16 recommendations of the
“Joint Committee on the Economic
Report” contained in‘ Report No.
1565 of the' Eightieth. Congress,
(Second Session). declares: “Every
effort should be made to encour-
age thrift in the purchase of gov-
ernment bonds and insurance, and
the increase of savings accounts,
so that. funds will be available
when the supply of goods becormes
greater and prices stabilized.” The
United States Treasury < Depart<
ment in its promotional literature
to encourage the gcaie of United
States savings bonds, also ‘stresses
the importance of life insurance.
One of the conclusions reached by
the Mid-Coatinent Sub-Commit-
tee of the Joint Committee on the
Economic: Report is, “Fixed in-
come groups have been most ad-

| versely affected and are lowering

their standards of living.” We
find that depreciation in tne vaiue
of the dollar has various effects
on the different-groups that com-
pose our national economy. ' It can
and has happened that the income
of certain groups has increased
more rapudly than the purchasing
power of the dollar has decreased.
These groups unfortunately' are
lulled into a false sense of secu-
rity, {or at a later date the' de-
creage in the purchasing value of
the dollar is accelerated il it
becores «eual to or grealsr than
the incrcise in dollar income: .

Let us take a look at the various
groupe that .are dependent upon
fixed. income; groups that unfor-
tunately are adversely affected by
a decrease in.the purchasing value
of the dollar, and that also suffer
because of a lower income. in
actual number of dollars resulting
from.lower interest rates:

(1) We have 75 million policy-
holders " owning life insurance
which is intended to provide for
their widows, children or orphans
in event of premature death, or
themselves and dependents at a
time when their working days
draw to a close.

(2). We. have millions of indi-
viduals accumulating savings in

*From an address by Mr. Rich-
ardson at 43rd Annual Meeting of
the American Life Convention,

Chicago, 111, Oct. 6, 1948.

There are many technicalities
But we have found the mostes—

rean

involved in the actuarial segment of life insurance.

barks, savingsg and loan associa-
tions and postal savings accounts.

(3) Many  individuals of: the
country have denied themselves
to save and now own bondis, imort-
gages and preferced stocks which
provide for a fixed rate oi return.

(4) . Retirement and pension
plans of imillions of wage earners
will" be " affected increasingly  if
{he avtificial low wage for money
continues and the cost oi living
continues 'to increase. These
groups depeadent upon retirement
plans come {from all walks of life;
and these plans provide for a fixed
number of ‘dollars. of income per
month - upon * retirement. - Those
now receiving retirement benefits,
whatever the source, are receiving
the “identieal . doilars  promised
them. but what they are able to
purchase with those dollars iy far
different from what they visualized
origirally, ;

(5) Thus, countlcss = millions
L:ave a direct interest in what has

happened to iixed income—mil-~

lions “who have expected " that
modest incomes promised them at
zge-65 would make living possible,
and others who' in any. manner
benefits from ‘the many
charitable, . educational ‘and. re-
search institutions. that are sup-
ported by incorie from endow-
ament funds.

Other grours could be enume-
rated, but those already listed, in
one.or another of the groups cited,
account for more than a majority
of our total population. The total
merged group is indeed cosmo-
politan  in character. We find
laborers, bankers, -{armers. pro-

- essienal ' people,--trades people,

management men, .  government
employees; ‘and-even: bureaucrats
with’at least one interest in com-
mon. .

Ia the face of inflation: the life
insurance- industry has reason to
{eel proud of its record of trus-
teeship. Indeed, inflation has en-
abled life insurance companies to
bring into play trusteeship in its
fuilest form. We have assumed the
responsibility for the salety of $55
billicns  of ‘aszets ownecd by the
policyholders :o0i our companies.
We:are justly nroud of our joint
finanecial sirength and ability to
meet our obligaticns  promptly
under all conditicns. We aworry
when any slight depreciation of
assets,. as measured by  current
market values, exisls. But prompt
payment of our obligations, in my
opinien; and in {ne opinion, I be-
lieve, of all life insurance execu-
tives, does not constitute of itself
full {rusteeship. The. industry has
and raust. continue to do its ut-
mort, consistent with national se-
curity, to make sure that the dol-
lars paid to future  beneficiaries
are’ as nearly as possible the same
kind of collars as tiwose. for which
the respective -assureds believed
they wvere contracting when they
applied for life insurance protec-
ticn. . That constitutes full trus-
teeship. g

- Most Vicious Causes of Inflation
At the outset I stated that the
causes oi-inflation, like . termites,
are innumerable, and promised to
point cut some of tihe particularly
dangerous species of tlerinites. It
is difficult to ;speak {rankiy on
this subject without offending cer-
tain groups within our economy.
We find that toc many ef us lack
ihe courage to face even.the meek

- termites. Any crisis calls for cour= .

age and we are facing economic
problems which are, indeed, se-
rious.

‘The two most vicious of these
problems are, first: The proportion
of the national income required to
meet the expendilures of our gov-
ernment, and, second: The cneap
money policy fostered and nur-
tured by our’ government. The
{otal number of persons receiving
regular payments from the Fed-
eral Government is nearly 14 mil-
lion. In these days we find house-
wives, as’ well as all members of
the American family, vitally con-
cerned about the'size of their gro-
cery-bills. If the Hublic could come
to understand that the cost of gov-
ernment exceeds the cost for feed-
ing the.nation it migat well have
more concern as to Federal ex-
penditures. The more than .two
million civilian employees in the
executive branch of the govern-
ment—one for every 21 Federal
income taxpayers—is  increasing.
The situation as to the extent of
and danger of excessive speading
is hest expresscd in the words of
former President Herbert Hoover:

“The budget three years after
the First World War was about
$4,000.000.000 per annum where- -
as ‘three years after the Second
World War it is $40,000,000,000.
There are insufficient savings left
in the hznds of the people to re-
pair, maintain. and improve the
tools of production and distribu-
tion upon which our standard of
living depends. These figures ob-
vicusly indicate the necessity for
important structurs! changes in
the government to szcure the
maxinum efficiency and .con-
omy.”

..I'he cheap money policy -of .the
governmant is directly responcible
for the size of the expaaded Fed-
eral budget.  Advocates of cheap
money  teke the position that to
allow the long-term interest rate
to increase will result in increas-
ing the budget to pay interest on
the Federal indebtedness. They
ignore entirely’ the reduction in
other expenditures which would
be possible in the absence of a
cheap money policy and a conse-
quent lower price level. They have
been- preaching deflation while
indulging in inflationary practices,
There are many instances of this
dual role that I could cite but I
feel that you are familiar w:th the
existing zituation. Delailed studieg
indicate  without question that a
cheap money policy with .its low
interest rates; increased money
supply and government supported
bond market, leads to higher and
higher prices. I maintain that bor-
rowers could well afford to pay a
higher rate of nferest on their
mortgage loans il they were able
to purchase and build homes ‘at'a -
more moderate cost. What they
do not realize is that the low in-
terest rate, the long term pro-
vided for repayment o: their loans,
as weil as the greater percentage
which they can Lorrow, all’of
which' have been represented as
being in their interest, have con- '
tributed more than any other fac:
tor to 'the exorbitant prices which
they must pay for a decent place
in which to live.

‘Eff2cts of Cheap Money Policy’

A cheap money policy sires'in=
flated dollars, which results in in-

creased wages and increased price
levels. - A first lien on that in-

(Continued on page 32)
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Campaign Brﬂeéding
Political Realignment

By A. A. BERLE, JR.*
Former Assistant Secrétary of State
New York State Chairman, Liberal Party
Mr. Berle predicts election results will dominate American politics -
for years to come. Says Democrat-Liberals have pushed out Com-
maunists and Dixiecrats, which two splinters are most important to
Republicans, and this division will survive elections.

A great realignment is being accomplished by the Presidential

campaign of 1948, but it won’t be apparent until later.

This is fiot due

to the brilliance of the campaign. Both candidates have proclaimed
that they’are “Liberal.” President Truman has been tellmo tne truth—

rathey irritat-@
ingly. Gover-
nor Dewey has
been saying
nothing—
rather effec-
tively.

The public,
little inter-
ested in per-
sonalities, is
deeply con-
cerned.’

« Itis worried
about war or
peace—but
believes nei-
ther candidate
or party can
control that. It 1is concerned
whether the government can and
will move in on the daily prob-
lems of high cost of living. more
housing, prevertion of boom-bust
unemployment, 2 greater measure
of social security, Public opinion
is learniag that candidates and
parties do: not make political
forces—they are made by political
forces.

Great lines are being drawn in
this election and I think tney will
dominate American politics fo1
years to coma,

The Republicans are made up, in
the main, by the businessmen, the
upper income groups, the bank-
ing, landholdiag and creditor in-
terests in the country. Tnese in-
terests sincerely believe that the
econcimic and social problems of
the country should by met by un-
contu,llei prices,” supply and’ de-

mand interest rates, lower income
taxes, a “favo_’rable attitude” to-
ward business—while the govern-
ment kecps strictly out. In prac-
tice, this means. a big busiaess
point of view. Small busmess is
weak and,; divided, ' and | conse-
quently follows 1ather sheepishly
the lire taken by tne big: banks
and; ‘big corporations. .Actually,
big business is often moxe “hb-
eral” than small business.

Generally. this group thinks the
~ whole Roosevelt era:was wrong
and wants Calvin Coolidge back.

The forces gathering behind the
Dermno:raric and Liberal coalition
are organized labor, the city pop-
ulaticns, school teachers, the in-
tellectoal. tie lower-paid “white
collar people, and the lower in-
come brackets. These .are .the
grouvs that are hurt most by in-
{lation, and by housing shortages
and in greatest danger spould the
inflation ' boom ‘become a. bust.
They nay the price in money and
.misery for solution of the coun-
try’s problems by blind ecoriomic
force. As individuals, they are
helpless, and must look to the
government for protection. "They
want cane national planning. The
‘ forces behind the Republican
Pu)iy want. to leave’ tlu ngs . to
nature.

Adolph A. Berle, Jr.

o fCommumsts and Dixiecrats
A Pushed Out
The Demccratic-Liberal point of
. view, strongly urged by President
Tuman,
Democrallc Liberal -alliance two
groups wio once were in it: the
pro- Commumstlc radicals ** who

“Excerpts from address by Mr.
Berle at dinner-forum of the New
Schocl Associates on “The Coining
Elections” held at the New School,

» New: York City, Get. 15, 1948. ° -

has: pushed out c¢i the-

nave collected rround Mr. Wal-
lace, and the reac:ionary South-
ern.Democrats ncw become “Dix-
iecrafts.” This is queer, but.quite
‘ogical, The Dixiecrat has Repub-
lican ideas and has been a Demo-
arat because of the historic South-
ern prejudice against Republicans.
The Wallaceite group ‘are anti-
Truman primarily to punish him
for opposing Russian aggression.
Commiunists can and have done
bu:iness with reactionaries.. They
aave never been able o continue
‘or long with liberals.

If the Republicans are elected,
they will. owe -their success »i‘n
large measure to these two splin-

lers which, since they do not'ex-|

pect to win, really want chiefly to
defeat Truman and the. Liheral-
Democratic point of view.

If Dewey is elected, he must
govern with - the - party- whose
right-wing rests on Taber and
Curly Brooks and Revercomb, and
whose left-wing (if you can call
it “leit”) will be men like Cabot
Lodge and Ralph Fianders. After
the -honeymoon, Dewey is likely
{o have a rough time. ‘

Truman, if elected, would have
to- govern with a party whose
vight-wing rests on men like Sam
Rayburn and Alben Barkley, and
whose left-wing is represented by
Chester Bowles, Leon Henderson
and the AD.A.

This division will survive. the
election. It is the most important
result of it. For four years ‘the
struggle will be between the peo-
nle . who waat to let economic
¢hips fall where they may no mat-
ter how many people are:hurt—
and the people who beliéve the
ceonomic system  was made for
human beings—not human; beings
{or a business system.

‘There is really the same division
in foreign affairs, thOugh it is less
apparent. - The
Governor Dewey largely see for-
eign affairs as a siruggle against
Communism. So any alliance, even
with Franco, against Communism
is  justified, = Demaocratic-Liberal
grouvs see the foreign crisis 'as a

struggle to bring inlo existence an

organized community of free na-
tions; and their opposition to Rus-
sia and to Franco rests on their
knowledge that both oppose such
4 community. This distinction
showed up when Republicans
voted to cut the Marshall Plan
and tc put Franco into it, think-
ing cnlv of defense, while Demo-
cratic-Liberals supworted the plan
2sa means of rebuilding” world
nrosperitv. and excluded ' the
t@pam%h Fascists flom its opera-
ion

Richard Wemberg With

Joseph Faroll & Go.

Joseph Faroll-& Co., 29 Broad-
way, New York City, announced
that Richard D. Weinberg, former
partner in Eiamond, Turk & Co.,
has- become associated  with the
firm as a .registered representa-
tive. The company is a member of
the New York Stock: Exchange,
New York Curb Exchange "and
other principal stock “and com-
modity exchanges.

‘der,

“interest ts ‘behind |

Ass’n of Exch, Firms
Geis Slate for Offices

The,; Nominating Committee of
the Association of Stock Exchange
Firms announces its nominees for
offices to be voted on at the an-
nual meeting and election of the
Association of Stock Exchange

Firms to be held on Monday, Nov. |.

15, as follows:

. For Board of Governors

To Serve Three Years—Eugene
M. Geddes, Clark, Dodge & Co.,
New York City; Arthur R. Mejia,
Davies & Mejia, San Francisco,
Cal.; James P. Nolan, Folger, No-
lan & Co., Washington, D. C.; Wal-
ter S. Robertson, Scott & String-
fellow, Richmond, Va.

Serve Two Years—Phelps Wit-
ter,” Dean .Vltter & Co,, Los An-
"91»3 -Cal. |

Renominated to Serve Three

“Years--Harold L. Bache, Bache &

Co.; New. York City; I Dewey
Eberett, Hornblower & Weeks,
New York City; Joseph M. Scrib-
ner, Singer, Deane & Scribner,
Pittsburgh; Laurence P.. Smith,
Bennett, Smith & Co., Detroit;
Walter: W. Stokes, Jr., Stokes,
Hoyt & Co., New York City; Gard-
ner D. Stout Domnick & Domi-
nick, New York City; C. Newbold

'Taylor, W, H: Newbold’s Son &

Co., Philadelphia.

Nominating’ Committee Chosen
for 1949 was; Amyas Ames, Kid-
Peabody & Co., New York
City; Wymond Cabell, Branch;
Cabell & Co., Richmond, Va.; Wal-
ter W. Cruttenden, Cruttenden &
Co., Chicago; Thomas J. Hickey,
Vilas & Hickey, New York City;
J. Gould Remick, Stillman, May-
nard & Co., New York City.

The retmng Governors, who
were ineligible for reelection, are:
Wymond Cabell, Branch, Cabell &
Co., Richmond, Va.; Richard P,
Dunn, Auchincloss, Parker & Red-
path, Washington, D. C.; J. Lewis
Gabel, Bogardus, Frost: & Ban-
ning, Los Angeles, Cal.; Winthrop
H. Smith, Merrill ‘Lynch, Pierce,
Fenner & Beane, New York City;
John Witter, Dean Witter & Co.,
San Francisco,. Cal,

Two With Herrick, Waddell
(Special to THE FINANCIAL CHRONICLE)
BEVERLY HILLS, CAL.—Ollie

L. Castleberry and Harold F. Gib-

bons are now with Herrick, Wad-~

dell & Reed, Inc., 8943 Wilshire

Boulevard.

Lester & Co. Adds
(Special to THE FINANCIAL CHRONICLE)
1L.0S 'ANGELES, CALIF.—Rob-

‘ert. W, Hamilton has been added
to the staff of Lester & Co., 621
South Spring Street, members of
the Los Angeles Stock Exchange.

-| proper weight to this gangster-

The Russia of Nicholas II and

ity, although pretending to be a

regarding
them as sanc-
tioned by
* Marxist prin-
ciples and in-
tended to lift
the masses of
the people.
We should
not defend
Czardom nor
debate the
‘right of any
man. to be-
come revolu-
tionary under
such circum-
stances, I do
think . it is important,- however,
that we keep in mind that a rev-
oluticnist, although now in the po-
sition of dictator,.will never react
or:respond-in a manner to which
we are accustomed. The ex-bandit
and ex-outlaw is not going to be-
come: a frank and honest law-
abiding citizen merely because he
is absolute dictator of his country.

Roger Babson

Three Reasons for Jio War Now

(1) When forecastiig the possi-
bility of World War III we must
decide how to interpret Stalin’s
current activities and should give

like character of his party. In my

his actions by«-

opinion, the guerrilla and harass-
ing tactics of the  Stalinites in
Berlin and elsewhere betray fear
and a sense of military inferiority,
They want certain political, terri-
torial, 'and economic " gains, but
they. don’t” dare start an all-out
war for them. Hence, they pursue
harassing tactics, like a' dog nip-
ping at a wildcat, but never in-
tending really to close in, and al-
ways- ready to back away when
the cat turns in reprisal.. This is
the method by which they forged
ahead during their-early strug-
gling .days. It is logical to believe
they will want to continue to fol-
low this method now rather than
fight.

(2) It seems logical that if
Stalin were expecting to.go to war
with us, he would protest amity.
In his preparations for war, first
priority “would- be given to the

War With Russia?

By ROGER W. BABSON

Mr. Babson holds early war with Russia is not likely because:
(1) Stalin is merely following harassing tactics; (2) if he wanted
‘war he would be professing amity and launch a surprise attack; and
(3) Russia is handicapped by her winter climate.
be no war in 1949 unless we start it.

Says there may

its police knew Joseph Stalin as a

violent - totally: uninhibited revolutionary—a saboteur, jail-breaker, -
bank robber, and killer of policemen. He led a life of habitual duplic-

law-abiding citizen. He justified

enemy eventually to be surprised
with a sudden furious assault.
This he is not doing, Hence, we
have a second reason for not ex-
pecting World War III now.
(3) Russia, on account of her
climate - would be handicapped
greatly by war in winter, espe-
cially witlout being reinforced by
trucks from the U, S. A., ordnance
from England and,other necessary
equipment of Anglo-Saxon manu-

' facture, This is my third reason

for being optimistic for the pres-
ent,

No War — Unless We Start It?

Months ago I formally predicted
no war in 1948. I am now coming
to the viewpoint that there may
be no war in 1949 unless we start
it. Stalin will affront us again and
again; he will tread on our toes,
and try to push us around, but
will he at this time expose himself
to a war he knows that he can’t
win? Vivid in his mind is the
memory that the Germans, with
half the population, defeated him
thoroughly until we stopped them.

It was our support that rescued
Russia from complete annihilation
by the Nazis. How much weaker
would that industrially backward
country be today if pitted against
all of Western Europe and. Amer-
ica? I fear the time may come
when our people will cease to ask
—will Russia start a war with us?
Instead they may ask—should not
we start the war?

When Stalin Gets the Bomb

The Stalin Government is show-
ing itself unwilling to live amica-~,
bly within the United Nations.
Should the United Nations tol-
erate a bandit-like absolute dicta-
tor whose tactics oblige the other
nations to constantly pay greater -
taxes to meet the cost of bigger
military establishments and ex-

travagant foreign aid? -

The atomic experts tell us that
the Soviets will be:able to pro-
duce atomic weapons by the mid-
dle 1950’s. Contemplation of the
possibilities that will exist if Sta-
lin stays in power until then (he
is 69) is ‘appalling. Yet I insist
that there will be no war. this

building up of an atmosphere of
apparent - good - will “with - the

year. We will discuss next year
(1949) in December or January.

This announcement is not an offer to sell or.a solicitation of an offer to buy these securities.

The offering is made only by the Prospectus.

$5,000,000

Interstate Power Company
First Mortgage Bonds, 4% % Series Due 1978

Dated July 1, 1948

Price 105% and dcqr'zzed interest

The Prospectus may be obtained in any State in which this announcement is circulated from only the
undersigned and such other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. Inc.

October 15, 1948.

Due July 1, 1978
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

. The government bond market remains under a moderate amount
of pressure, with both the eligibles and tap issues still.finding their
way into Federal. . .. Banks and non-bank holders of Treasury obli-
Jdations continue to sell, with the proceeds going into shorts or other
anvestments, . . . The deposit institutions are disposing of the 2s in
iairly sizable amounts with non-bank investors letting out the 2s
of 1959-62 and the longer tap issues. . ... Although it is indicated that
sales of the ineligibles are being made in order to make way fer
ather securities, there has been considerable buying of shorts, par-
ticularly the 1% % notes, according to reports. . . . _

The longest eligible issue and the longer pariially-exempts
gave ground on light efferings, because the depesit institutions:
kept to the sidelines aside from the shortest maturities. . . , There
is nonetheless an interest in the market for the 2349 due 1960-
65, but apparently there is no inclination to show one’s hand this
time. . . . The 214s due 1956-59 have been moving back into the
smaller banks that oversold their positions,; . .-

INDECISION | .. 2 ’

) Operations in the money markets continue to be largely on a
waiting basis, because there is so little that can be predicted at this
time. . . . There is uncertainty over support prices, intérest rates.and
reserve requirements with prospects not too promising that these
fears will be cleared up immediately. . ., Opinions seem to be rather
prevalent that the monetary authorities themselves do not have the
answers, because they too are playing the waiting game knowing
that the time element is an item of great importance, . .,

Probably the dominant factor in the future course of events
and one which will have a marked influence upon the policy of -
the powers that be, will be the size of expenditures. for military
purposes. . . . There seems to be little agreement as to whether
one can expect no changes or substantial upward revisions in '
appropriations for defense purposes, . . . Until there is tangible
evidence as to what is likely to take place in spending for mili-
tary purposes, the forecasting of the future of the inflation trend
and the action of the money marks is, to say the least, a hazard-
ous business. . . . *

INEVITABLE

The monetary authorities are committed to a definite program
of maintaining an orderly government bond market which means
protecting prices and at the same time keeping pressure on the
money markets by increasing interest rates and raising reserve re-
guirements of the banks. . .. The credit limiting policy as‘far as its
effectiveness is concerned, is largely of the psychological variety. ... .
This naturally brings up the.question whether a program that ‘ac-
complishes. very 'little, if ‘tnything, will be continued in thé future.
... This is the jackpot quéstion, but it is so wrapped up ‘with politics,
the budget, international and domestic affairs, inflation and future
economic trends, that no ready answer is forthcoming. . . .

- One point, however, seems to be definite, the money markets
will continue to be managed and the course that will be followed :
by the monetary authorities will be determined through clarifi-
cation of many, if not all, of the aforementioned factors. . . .
Until there is more certainty in the whole picture one way or .
the other, no startling developments are looked for. . . .

THE “ECCLES” RESERVE PLAN

Recent increases in reserve requirements and the prospects of
a further upping of them in the future are resulting in discussions
about the so-called “Eccles Plan” and whether this idea or a modi-
fied form of it, might not be-welcomed now by the member banks.
+ v« When the former Chairman of the Federal Reserve Board came
out with the scheme to allow the deposit banks to put up short-term
governments against larger reserve requirements and still get the
incame on the securities immobilized by the increased reserves, it
was not received very kindly, to put it mildly. . . .

However, as a result of this Plan a great shift in security
heldings of the member banks got under way with the trend
from longs into shorts. . . . Then the authorities asked for and
received the additional power to increase reserve requirements,
which have been used in part by the money managers. . . . In
order to meet the increased requirements the member banks had
to sell governments, largely shorts, but in so doing, the deposit
banks lost the income on the securities disposed of, . . , Under
the “Eccles Plan” earnings would still have accrued on the obli-
gations tied up under larger reserve requirements, ., , .,

NOT ALL PESSIMISTIC

- Although there is no shortage of bearishness in the government
market, some of the more astute followers of the .money markets
are not so sure now that all the drastic things predicted are going
‘0 happen. . .. Despite the cautious attitude and uncertainty that are
so noticeable at this time, there is the feeling that unless the economy
ig thrown completely out of gear by larger military expenditures,
there is going to be a good buying opportunity in the government
bond market one of these days. . . . ‘

Therefore, there is an inclination to modify somewhat the
extremely bearish attitude that has been so pronounced among
some, because they believe it might have an adverseé influence

upon their actions, when, as and if a change does'come in ‘the ' | -

THE COMMERCIAL & FINANCIAL CHRONICIE

‘A.C. Allyn and Company

government market, .

'

- : Thursday, October 21, 1948
New York City
4%:%, 3Y%4% d

(These Bonds are & part of authorizations agaregating $48,256,004
ing to $16,730,000 and maturing November 1;

‘New Issues -
bhidfic Lo ]

The unconditional guaranty of the City of
and interest will be .ende

Dated November: I, 1948

Bonds maturing on or after November 1,-1959 are redeemable prior to maturity at the option of the Authority on
' numbers, at a redemption price of par and acerued interest to date of redemption plus a' premiun
of their par value if redeemed thereafter but on or before November 1,

Principal and semi-annual interest, May 1 and November 1, payable at the principal office of The National City Ba
and interest, with privilege of reconversion intg

In the opinion of bond counsel, the bonds togethér.with the interest thereon, are exempt from all.taxal
amended and supplemented, and the Internal Revenue Code of the United States, as a
or any political subdivision thereof, un,c‘ler provisions of the Public Housing

Legal Investment, in the State of New York, in the opinion of bo
and Fiduciaries, Insurance Companies a

AGGREGATE AMOUNTS, COUPON RATE

$11,456,000 Pelham Parkway Ho

$6,122,000 Gun Hill Houg
$9.865,000 Dyckman Houses

$4,083,000 Todt Hill Houses §

Amount Coupon  Due Yield Amount  Coupon Due Yield

$402,000 415% 1951 150% $607,000 3% 1961 2.75%
420,000 1952 175 625000 3 1962 2.80
439,000 1953 2.00 644,000 1963 2.85
459,000 1954 2.20 663,000 1964 2.90
479,000 1955 235 683,000 1965 2.90
501,000 4/, - 1956.250 - 703,000 1966 2.95
524,000 4l 1957 260 . - 724000 3 1967 2.95
547,000 4!, 1958 265 746,000 3!/, 1968 3.00
572,000 3 1959 2.5 770,000 3!, 1969 3.00
589,000 3 1960 2.70

(Accrued interes

The above Bonds are offered when, as and if issued and received by us, and subject to approval of legality

The Chase National Bank The National City Bank of New

Chemical Bank & Trust Company  The First Boston Corporation Halsey, Stuart & Co. Inc.

C. J. Devine & Co. Goldman, Sachs.& Co. Harris Trust & Savings Bank  Kidder, Peabod

INC.

Bear, Stearns & Co. Blair & Co., Inc. Drexel & Co.

" The Marine T
of Buf]

Barr Brothers & Co.

Incorporated INC.

The First National Bank Paine, Webber, Jackson & Curtis

of Portland, Oregon

Alex. Brown & Sons

E. H. Rollins & Sons

Incorporated -

Braun, Bosworth & Co. Central

Incorporated

Geo. B. Gibbons & Company

Incorporated

A. G. Becker & Co.

Incorporated

Bacon, Stevenson & Co.

First of Michigan Corporation Hallgarten & Co,

.

W. E. Hufton ‘&Cé.,; - Kean, Taylor & Co.

Lee Higginson Corporation

Roosevelt & Crbés;"'lrzlc. - :Sé:hbéllkopf.' Hutton & Pomeroy, Inc. © Stroud &Company .

Incorporated

Mo York, Octobai 17, 1948,
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000 s |
using Authority

1*:‘-3% Bonds ;
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York of the pa{ment of both principal
1 upon each bond.

" Due November I, 1951-88, incl.

iber 1, 1958, or 6n"any interest payment date thereafter, as a whole, or in part in the inverse order of their
:% of their par value if rédéemed on or before November 1, 1968; or a premium of 3%
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o, Chapler 44A of the Consolidated Laws of the State of New York

yunsel, for Savings Banks and all other Banks, Trust Funds
UL public bodies and public officers

ATURITIES AND YIELDS OR PRICES

Bonds, Project No. NYC-8
Project No. NYC-9

s, Project No. NYC-10
s, Project No. NYC-13

punt - Coupon - Due . Yield
5,000 3!/4% 1970 3.00%,
1,000 1971 3.05
8,000 1972 3.05
5,000 1973 3.05
4,000 1974 3.10
3,000 1975 3.10
3,000 1976 3.10
5,000 1977 3.15
7,000 1978 3.I5

Yield

Amount or Price
Lmount. of Hiice

Coupon.  Due
$1,061,000 3,% 1979 3.15%
1,095,000 3!, 1980 3.15

1,131,000 3l 1981 3.20

1,167,000 3!, 1982 3.20

1,205,000 31 1983 3.20 :
1245000 3 - 1984 95!/, (price)
1282000 3 " 1985 95l
1,321,000 1986 951/,
1,360,000 1987 951/,
1,401,000 1988 951/,
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PO TR L
Britain and Convertibility

) ' By PAUL EINZIG
Commenting on reports pressure was brought to bear by U. S. on
Sir Stafford Cripps to restore sterling. convertibility, Dr. Einzig
gives reasons why Britain is unable to follow this policy. Stresses
strain of adverse balance of payments and creditor position on

- Britain’s finances.

LONDON, ENG.—Washington

reports about .the revival of the

controve?s_y over the convertibility of sterling on the occasion of the
recent .visit of Sir_Stafford Cripps caused much concern in - Britain.

Official circles and expert opinion

over here were gravely perturbed

by ‘what was
considered to |
be a lack of
understanding .|

‘| in-the United

States of the
extent of Brit- |
ain’s ‘difficul- .
ties. The pres- :
sure brought |
‘to bear on Sir:
Stafford @
Cripps  to
agree to the
convertibility

of sterling for
the purpose of
Western ~ Eu-
ropean trade
was regarded as an indication that
official circles in Washington have
no idea about the magnitude of
Britain’s balance -of  payments
problem.

There seems to be a widespread.
impression in the' United States
that Britain is not willing to pull
her full weight in the plan of
European' reconstruction with the
aid of the Marshall Plan. For cen-
turies Britain was looked upon as
a source of financial and economic
aid to Continental countries, It is
no wonder, therefore, that many
people on both sides of the Atlan-
tic now find it difficult to realize
that she is now entirely incapable
of fulfilling that role. A country
with a strongly adverse trade bal-
ance such as that of Britain, and
without adequate assets to meet
the adverse balance, is not in a
position to assist others. Since.the
end of the war, Britain has never-
theless contributed, in one form or
another, some $2,000,000,000 to-
wards the assistance of Continen-
tal Europe. This sum may appear
small in comparison with the con-
tribution made by the United
States.  The difference is that the

Dr. Paul Einzig

quished for the benefit of Bel-
gium, a country which is in a far
better position than Britain, tend
to accentuate the resentment felt
over the effort to induce Britain
to accept the proposed arrange-
ment,

According to Washington re-
ports, Sir -Stafford Cripps was
pressed to agree to the proposal on

ing given in. the Convertibility

Agreement. Yet in 1947, when the
short-lived convertibility of sterl-
ing was suspended, it was claimed
in statements expressing the views
of official American sources that-
the United States Government did
not insist ' on convertibility and
that it was Mr. Dalton. himself
who decided to adopt it of his own
free choice, even though he was
aware that the United States Gov=
ernment would willingly agree to
a postponement of 'this action.
Considering that Britain’s position
deteriorated considerably since the
spring of 1947, it seems difficult
to see why convertibility should
be insisted upon now if it was not
insisted upon 18 months ago.

It is true the degree of conver-
tibility that would be established
under the proposed arrangement
would be limited in  comparison
with the degree restored by Mr.
Dalton in July, 1947. But the re-

for the requirements of this limited
convertibility are incomparably
smaller:than those which were-at
Britain’s disposal in 1947.. In .the
meantime, the whole of the pro-
ceeds ‘of the American Loan have
been used' up. The gold reserve
has' become materially  .educed.
Many available - foreign  invest=-
mengs have been sold and Britain
has' drawn 'heavily on her dollar

United States gave what she pos-
sessed while Britain gave what
she did not possess. Every cent
granted to the Continent had to be
reborrowed  from overseas. ' This
was done in spite of the fact that
Britain emerged from the war as
the largest international debtor
nation for all time. :

It is often argued that many
Continental countries are even in
a worse condition than Britain, so
that Britain may be reasonably
expected to assist them, notwith-
standing her own  difficulties.
From the point of view of the bal-
ance of payments, however, there
is hardly a country which is in a
worse position - than Britain.
France, for instance, is in a much
better position to work out her
own salvation owing to the fact
that her industry and agriculture
are reasonably well balanced, and
to ‘a large degree she could be
therefore self-supporting,

In the circumstances, the de-
mand that Britain should make
further sacrifice in order to assist
the Continent is not regarded here
as justified or reasonable. For this
reason the Government has the
backing of the British public opin-
ion in refusing to comply with the
demand, made in Paris and en-
dorsed in Washington, that the
sterling allocated to Western Eu-
ropean countries under the Mar-
shall Plan should be expendable,
not only in Britain and in the
Sterling Area, but in any Western
European country., It is feared
that such an arrangement would
result in considerable loss of gold;
and Britain can ill afford to lose
more gold at the present moment.
The  fact that,:in- all probability,

W, E. Pollock & Co., Inci,

the gold would have to be relin~

facilities with ' the -International
Monetary Fund. -

It is true the maximum possible
loss of gold that might arise from’
the adoption of the proposed ar-'
rangement would be a mere frac~
tion of Britain’s benefit under the
Marshall Plan. But that. benefit

‘has already been materially re-

duced by Britain’s undertaking to"
assist Western Europe to ‘the ex-
tent of some $500,000,000 during
the first year of the application of
the Marshall Plan. When the Bi-
lateral Pact determining Britain’s
obligation - under ‘the Marshall
Plan was submitted to Parliament
approval, it was not known that
such a large proportion of the
benefits arising from that Plan
would have to be relinquished,
otherwise opposition to assuming
the liabilities contained in the
Bilateral Pact would have been
much stronger, Under the terms
already accepted in Paris, Britain
is to contribute the $500,000,000
in the form of unrequited exports.
Under the proposed arrangement
part of that amount would have
to be contributed in the form of
gold, Britain would have to fi-
nance not only her own export
surplus to Western Europe but
also that of other European coun-
tries.

' The restoration of the converti-
bility of sterling is the Govern-
ment’s declared aim in the long
run. The present moment is con-
sidered, however, entirely inop-
portune for convertibility no mat-
ter how limited its scope would
be. Any such action would only
defer the day ‘when a higher de-
gree of convertibility could be

weaken Britain’s. gold reserve,

the ground of Britain’s undertak- ' '

Clause of the American Loan-

sources which are now available

restored because it would further, .

L,
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The Federal Finances

(Continued ‘from page 6)-
government than his own personal
holdiugs in government bonds,

Most of us have insurance poli-
cies, checking 'accounts, savings
accounts, or some other evidence
that we bave invested a'part of
our funds in some financial insti-
tution. These institutions must, in
turn, ‘keep this money invested,
And all of them—the banks, the
instrance companies, the savings
and loan associations, and others
-—have today a far larger propor-
tion of their own funds invested
in gevernment securities than they
had before the war, .

For example, more than half of
the investments of commercial
banks are, at the present time, in-
vested in Federal securities. This
is about half again as large as the
general proportion eight or ten
years ago. The same is true for
all other large organizations with
substantial funds to invest.

As a result, every one of you
is personally affected by the gov-
ernment’s fiscal policy.

Debt Management

Let me touch briefly here on
the Treasury’s debt management
policies since the total outstand-
ing obligations of the govern-
ment reached their peak in Feb-
ruary, 1946. It will interest you,
as .citizéns and as investors in
your government, to look behind
the scenes for a moment to see
how we went about cutting down
the amount owed by the govern-
ment as soon as the tapering off
of war costs made it possible.

First, however, let me call to
your attention the wartime policy
of keeping interest rates on gov-

- ernment obligations low, As com-
pared with rates during World
War I, this is benefitting tax-
payers to the extent of $5 billion
a year at the present time.

But I started out to talk about
debt reduction.. The sharp de-
cline in military and related: ex-
penditures, —coupled - with 'the
smooth and rapid reconversion
from wartime to peacetime activ-
ities throughout the country,
meant that government revenues
remained high in relation to Fed-
eral expenditures.

Consequently, - in 1946, the
Treasury was able to apply to re-
payment of. the public debt much
of the large cash balance with
whichi it ended the calendar year
1945, This, plus the application of
the goverﬁment surplus, has cut
the debt by more than $27 billion,
an achievement which is of bene-
fit to us all, It is an achievement
made possible by the prosperity
which has been maintained in this
country since the war.

At this present time, however,
the government has less money
* coming in than it must pay out.
There is no mystery -about the
causes of this condition. We face
increased expenditures for de-
fense and for foreign aid, brought
about by the tense international
situation. But in the face of this
situation, and with incomes high-
er than at any time in our his-
tory—incomes which are compet-
ing for more goods than even this
great country can produce under
conditions of full employment —
the Congress saw fit to reduce
taxes. I do not personally believe
that such an approach will ‘help
to solve our domestic economic
problems. For the government’s
estimated  operating deficit of
$1% billion which will result,
contrasts with an operating sur-
plus of $8Y% billion last year,
:;vl:)ltch was applied to reduce the

ebt.

It goes without saying that we
cannot hold back on national de-
fense at a time when the inter-
national outlook is as grim as it
is now.

And, today we cannot afford to
withhold proper foreign aid. We
have made loans to China, Turkey
and Greece. We have given aid to
England, France, Italy and other

A

- western European countries un-

der the Interim-Aid and the Eco-
nomic Recovery - Programs. Our
experience up to now has:been
that these expenditures are sound
policy. We are succeeding in our
objectives of promoting recov-
ery and stemming the inroads of
communism. .

Giving full recognition to all of
these obligations and problems, I
want to again remind you that

‘vast wealth of this country and

you Legionnaires and the wage
earners and investors of this na-
tion must remain constantly alive
to the fiscal policy ‘of your gov-
ernment, The government’s credit
must be kept above question. We
must strive for a proper baldnce
between over expansion and ex-
cessive contraction of credit. We
must maintain the stability and
soundness of our currency, make
proper payments on our debt, and
assure' an equitable distribution of
the tax load. Never lose sight of
the fact that your economic fu-
ture is definitely tied in with
the financing of your government.

The Asset Side

I have talked at some length
about your stake in Federal fi-
nance on the liability side. Before
I close I would like to emphasize
that every American has a very
great stake, too, on the assets side
of the current situation in this
country.

Our defense lies not only in the
money which we spend on planes
and guns, on military training, on
aid to the democracies abroad,
important as these expenditures
are. And, it is not wholly the size
of our Army, our Navy, our Air
Force which will determine our
defense capacities.

For our defense lies also in the

the standards of living which we,
as American citizens, enjoy, In
our wealth and our prosperity, all
of us have a share. It is.a share
not only in America’s..present,
but.in her boundless future,
Our current high business ac-

tivity is not a false boom propped
up by widespread commodity
speculation as in 1920, nor by na-
tionwide stock speculation as in
1929. It is solid and substantial,
based on actual needs for the
things that people use in their
homes, for the homes themselves,
for factory and farm machinery,
for schools and for highways.

This is our strength, and our
greatr bulwark against threatened
aggression. We can be proud of
our prosperity today. We have
fought for it. We have worked to
maintain it under all conditions.
I am sure that each one of us will
continue to use all the means ‘at
his command to further the well-
being of our country and of our
citizens.

The crisis of our day is funda-
mentally a struggle between’the
basic elements of a democratic
order and a non-democratic order:.
This nation, because of our de-
termined principles of free soci-
ety, is at the {orefront of this
struggle. !

Crises are not welcome. They
require the making of a decision
—an adjustment, individually and
nationally. To be properly met,
they require a realistic approach,
a knowledge of {facts, an.ability
to analyze thé consequente, cour-
age to do that which reason in-
dicates ought to be done, and the
tenacity of purpose to follow
through.

The United States looks today
to  such, organizations , as our
American Legion to assume their
proper leadership in this battle
with courage, fortitude and zeal.
We know that so long as your

own, and similar organizations,
continue to provide resolute lead-
ership in your community, in
your state, and throughout the
nation in carrying the heavy re-
sponsibilities which we face to-
day, the future course of this na-
tion is secure and positive.

World Bank Plans

New Bond Issue

John J. McCloy, its President, says present loanable funds may be
exhausted by mid-1949. - Reveals Britain may seek loans.

In a press'interview in Washington on Oct. 18, John J. McCloy,

President of the International Bank

for Reconstruction and Develop-

ment, revealed that “if business keeps up at the present rate it might

be necessary for the
eight months.
He stated that
“it looks . as
though we
never had so
much business
near the front
of the stove.”
During 1947
the Bank
marketed
$250 - million
in two separ-
ate bond is-
sues.

As only
20% of the
Bank’s $8-
336,000,000 3
was contributed by its 47 mem-
ber countries, and as the Bank
must retain a cash reserve of $250
million, Mr. McCloy stated that
because “it looks as though the
next six ‘months will be very
busy” and the Bank has on hand
only $288 million, it is probable
that - additional funds will be
needed during- next year.

Mr. McCloy also disclosed that
he had talks with Sir Stafford
Cripps, Britain’s Chancellor of
the Exchequer, regarding the pos-
sibility of a loan to Britain by the
Bank., There were also talks with
the British Colonial office regard-
ing financing developments in
British Africa. These matters are
still under consideration.

With First Trust of Lincoln
LINCOLN, NEB.— Marilyn J.
Brundige is with First Trust Co.

v

John J. McCloy

bank to go to the market in the next.six or

James Gerahty Elected

James D. Gerahty, a director of
Dumont Electric Corp. of New
York, has been elected a Vice-
President, the ' company an-
nounced. Mr. Gerahty is Vice-
President of First Colony Corp.,
New York investment bankers,
and a director of Metal Forming
Corp.
Corp.

Hendrickson to Admit

Joseph A. McGarry on Nov, 1
will be admitted to partnership in
Hendrickson & Co., 115 Broadway,
New York City, members of the
New York Stock Exchange. On
Oct. 31 Edward Tworger and
Archibald -J.. Proctor “will -retire
from the firm; .

Dreyfus Adds Krein

Dreyfus & Co., 50 Broadway,
New York City, members of the
New York Stock and Curb Ex-
changes, announce that Bromley
Krein is now associated with them
as a customers’ broker.

Needham & Co. Adds

(Special  to. THE " FINANCIAL CHRONICLE)

PALO ALTO, CALIF.—E. R.
Hanna has been added to the staff

of: Needham & .Co., 470. Ramona |-

Street, members of .the San Fran-

of Lincoln, 10th & O Streets.

cisco Stock Exchange. - -

and Hungerford Plastics.

Thursday, October 21, 1948

NEWS ABOUT BANKS | |
AND BANKERS |

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

'

At/ a regular meeting of the®
Board of Directors of The National
City Bank of New York held Oct,
19, Alexander B. Dewar and
Loren A, Erickson were appointed
Assistant Vice-Presidents.

#t * *

Walter W. Friend and Dr. Mar-
cus C. Hankinson have been elect-
ed First and Second Vice-Presi-
dents, respectively, of. the City
Savings Bank of Brooklyn, N, Y.,
it was ‘announced on Oct. 15, the
Brooklyn . ““Eagle” reports. - Mr.
Friend, who is the bank’s attor-
ney, suceeds the late Ralph E.
Dayton. Dr. Hankinsen, a dentist,
is' President of-the Brooklyn As-
sociation for Improving the Con-
ditions of the Poor.

Ed * &

Corbett ' McCarthy, a former
Vice-President of the Dime Sav-
ings Bank = of Williamsburgh,
Brooklyn, N. Y., died on Oct. 14
at his home in Newark, N. J, He
was 78 years of age. Special New-
ark advices Oct. 16 to the Brook-
lyn “Eagle” said in part: :

“Mr. McCarthy was born in Mil-

ford, Conn. He joined -James Mc- |

Creery & Co. and later became
Manager of its New York store.

“For five years he was General
Manager of H. ‘Batterman & Co.
in Brooklyn. From 1918 to 1925
he was Vice-President of the
Hahne & Co. department store
here. In 1938 he became Vice-
President of the Dime Savings
Bank, after serving as a trustee
for many years. He held this post
until 1948.”

The Bayside National Bank of
Bayside, Queens Borough, N. Y.,
will hold an “open house” on Oct,
23, to mark the occasion of the
opening of its Union Turnpike of-
fice at 186th Street and Union
Turnpike.” This new . office  is
provided - with. “drive-in” facili-
ties, and J. Wilson Dayton, Presi-
dent, announces that the bank will
present a $25.U. .S, Savings . Bond
to the ‘drivers of the four oldest
cars, bearing Néw York license
plates, using the. drive-in on the
opening day -between 11 a.m. and
3 pm. ;]

& % *

A reductior of $300,000 has been
made in the amount of “pre-
ferred stock :A”.of the Baldwin
National Bank & Trust Company
of Baldwin, Long Island, N. Y.,
lowering it from $400,000 to $100,-
000, it was indicated in Oct. 11
weekly “Bulletin” of the Comp-
troller of the Currency. At the
same' time the designation of the
issue is now “preferred stock.”

£ * *

The New York State Banking
Department made known on Oct.
6 its approval of a certificate pro-
viding for an increase in the capi=
tal stock of the Citizens Bank of
Monroe,..at Monroe,- N. Y., from
-$100,000, - consisting: of 500 shares:
of preferred stock of the par value
of $50 each and 750 shares of com-
.mon stock of the par value of $100
each, to $112,500, consisting of 250
shares of preferred stock of the
par value of $50 eachand.1,000
shares of common stock of the par
value of $100 each.

< AR #®0 % 3

The election -of Frederick W.
Stolz as Assistant Treasurer of the
' City and County-Savings Bank of
Albany, N.'Y.,'at a meeting of the
trustees on Oct. 11 was reported
in the Albany. “Times-Union” of
Oct, 12, which states, that Mr.
Stolz has been associated with the

bank for 18 years. He was in the|.

service of the Navy between 1942
and 1945, returning to become
‘Mortgage Of_ﬁ_icex;. .
“The consolidation of The Na-
‘tional Rockland Bank of Boston

- |and"the Webs@er"and' Atlas Na-

tional Bank of Boston, Mass., un-
der the name of Rockland-Atlas
National Bank of Boston, was_ap-
proved without a:dissenting vote
by the stockholders of both banks
at special meetings. Approval was
subsequently received from the

Comptroller of the Currency and

the consolidation became effective
as of the close of business Oct. 15.
H. Frederick Hagemann, Jr,, for-
merly. President of The National
Rockland Bank, is President and
the executive head of the con-
solidated bank,- Edward Motley,
formerly President of the Webster -
and Atlas National Bank, is Chair-
man -of the board and Roger
Amory is Honorary ‘Chairman.
The main office of the consoli-
dated bank is located at 30 Con-
gress Street, Boston, and other
offices will be maintained at 199
Washington Street, Boston, and
2343 Washington Street, Roxbury.
The plans for the consolidation
were noted in our Sept., 16 issue,
page 22. ’
0 W ®

At a meeting of.the board of
directors of the State Street Trust
Company of Boston held Oct. 18,
Ralph F. Burkard, Treasurer and
Member of Executive Committee
of First National Stores, Inc., was
elected to the board.” Mr, Burkard
is a trustee of the Charlestown
Five Cents Savings Bank and of
the Symmes Hospital (Arlington,
Mass.), and -a- director of the
Power Condenser and Electronics
Corp. ’ ’

] & 1

Following a meeting. of 'the
board of directors of the Trenton
Banking Company of Trenton,
N..J,, C. S. Green, President, an-
nounced on o LI
Oct. 13 the
election of
Sydney G.
Stevens asEx-
ecutive Vice-
President of
the Bank ef-
fective Nov. 1,
After receiv- " ?
ing a B.S, de-
gree from:
Princeton.
University,'
where he was
aPhi Beta
Kappa stu-
dent in {he At
class of 1930, Mr. Stevens joined
the General Development Co., Ne\_av
York. In 1933 he became associ-
ated with -the Trust Department
of the Commercial National Bank
of New York, and in 1937 he was
elected an Assistant Trust Officer
and in June, 1946, a Trust Officer.
On Oct, 31, 1946, he was appointed
an Assistant Vice-President in the
Trust Department of the. Bank .of
the Manhattan Company, 40 Wall
Street, New York City, where he
is presently employed. . During
World War II, Mr. Stevens.served
in the Finance Division of:the
U. S. Army. He left the service
with the ral:‘k of‘ Magor-.

W

Sydney G. Stevens

Harry C. Knoop, Vice-President,

'in charge of the Mercantile office,

Newark Avenue, of the Commer-
cial Trust Company of Jersey City,
N. J.,.was injured fatally on Oct.
11 ‘when run dewn by an auto-
mobile. At his death, Mr. Kroop

-was 60 years of age. Jersey City ...
advices to the Newark i‘Ne\vgi of -

Oct. 12 stated:

. “Mr. Knoop, who was.b01*nA16‘é‘1je,. e
.has been identified with bankijng-

here for many years. iis first job

. | was with the former Mercantile
[ Trust Co., .and he: was Assistant

Treasurer when that bank merged
with Commercial Trust in 1928. In-
1932 he was made Vice-President

4
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and assigned to.the Newark Ave-
nue blanch »
i Ed
Howard C. Steele former Comp-
troller of the Glrard Trust Co. of
Philadelphia for 28 years, died on
“Oct. 14. According to the Phila-
.delphia “tvening .Bulletin,” Mr.
Steele was a Past Pxesrdent of the
. National Association of Bank Au-

ditors and' Controllers,-a charter:
-~ member and one of the first Presi='

‘dents of the Philadelphia chapter
'of the organization, *
s & i £
. Callender Suplee Smyth, retired:
. Vice-President of .the German-

town. Trust  Co., of Philadelphia, |
died on Oct. 15. He was 69 years |

cold. ' Noting Mr. Smyth’s death,
the Philadelphia “Evenmg Bulle-
tin” said:

“He became Assistant Trust Of- |

ficer of the Germantown Trust Co.
-in 1910, serving in this capacity
“until 1925 ‘when he was made
Trust Officer. A year later he was
~made Vice-President in charge. of
 trusts and held this post until his
retirement in 1944, Since Mr.

- Smyth’s retirement, the German-
- town Trust ‘Co. has merged with

-'the Pennsylvania Co. f01 Bankmg
‘ and Trusts.”
2 # % *

- Plans whereby the Citizens
. National Bank of Washington, Pa.
- (with resources, it is stated, of
. over $32,000,000) will become the
. Washington - office of the Mellon
. Natienal Bank and Trust K Co. of

Pittsburgh, subject to the approval
. of the stockholders of the Citizens
, National late in November, were
. made known on Oct. 14.
. learned - from . the . Pittsburgh
. “Post 'Gazette” that Richard K.
~Mellon, Chairman of the Mellon
_ Bank, and Albert J. Allison, Pres-

ident of the Washington  bank,

announced on Oct.” 13 that the
" Burgettstown and Claysville

branches will become Mellon of-

fices also. Ernest M. Furbee of
the Citizens National will serve as

" Vice-President and Manager of"

the Washington and Claysville of-
fice.” John M. Scott will manage
the Burgettstown office.
* It is also stated that as a mem-
* ber of the Mellbank Corporation,
' the 'Citizens National has been

' closely associated with the Mellon ||

* banking interests: for a:number: of
| years. o
1 ‘ £ £ #* x
Through " a:-stock. 'dividend - of
$25,000, the Dakota National Bank
- of Fargo, N. D., was increased-ef-
- fective Oct. 6, from $175,000 to
$200,000, .the Office of the Comp-
- troller of the Currency reports.
# # # L

. . Appointment of James Muir as
.~ Vice-President of The Royal Bank
of Canada, head office Toronto.
. was announced on Oct..19. Mr.
Muir has been
General  Man-
“ager of the
bank since
1945 and will
continue to
serve . in. that
capacity. His
appointment
as Vice-Pres-
ident follows
" some 36 years
of service
with the bank.
He became
 Asgsistant
General Man-
ager in 1935
. and General
: Manaeer 10 years later. Mr. Muir
was,made a Director of the bank
in 1947

.
James Muir

x}: %

A”charter was issued on Sept.
30 £qr-the American National Bank
and; Trust Company of Chatta-
- nooga, Tenn., with a -capital  of
$1,500,000. ThlS represents a con-

version to the National System of

the ‘American Trust and Banking |

Company of Chattanooga, the
change having become effective
on Oct. 1, according to the Oct. 4
Bulletin 1ssued by the Office of
thé Comptroller of the Currency.

James. Sartor was elected on
Oct. 13 to the newly created office

It is.

Citi‘zené1 & Southern National Bank.|
| of .Atlanta,. Ga., said ‘the Atlanta:

“Constitution” of Oct, 14, whlch
also 1n|part said:

“Mr.i Sartor comes here from
Augusta, ‘where he is Executive
Vice-President of the Citizens and
Southern: there. :He :is.:slated- to.|
assume-his new duties Dec. 1, .and.|:
will work directly with Mills B.
Lane; Jr., in the" ‘administrative’
direction- of the bank in ‘its*sixZ
city operation.. Mr. Sartor will be

‘| succeeded in Augusta by Pierce E:
Blitch, formerly President-of ‘the |
.able.at prices ranging from 106%

Citizens and Southern Bank.:at-
LaGrange.”
B " % ®. &

The election as Vice-President
of the First National Bank in Dal-
las, Texas, of Marshall S. Cloyd,
who was recently appointed ad-
vertising and public relations .di-
rector of the bank, has been an-
nounced by E. L. Fllppen, Presi-
dent. "Mr. Cloyd joined the First
National in November, 1947, said
the Daily “Times Herald" of Dal-
las on Oct. 14. From the same
paper we quote:

“Saxon'S. Snow of the new busi-

ness department of the bank was |

named =~ Assistant’ “Vice-President
in that department. Mr. Snow has
been with the First National Bank
since 1924. Also elected Assistant
Vice-President was Farris Camp-
bell, Jr. Mr. Campbell came ‘to
Dallas in 1940 and was; in .the
credit department of a local bank
until 1945. He returned to-Dallas
this' summer. after serving in' the
Army of Occupation'in Germany
since 1946 Eugene H. Sprague
was elected Assistant Cashier.-Mr,”
Sprague has been ‘with the bank
since August 1929 ;

Twenty-ﬁve years  of - service
with California Bank of Los ‘An-

geles were completed this month |

by C. B. Aikens, Assistant Secre-
tary; Homer- E.- Geis, Assistant
Vice-President; Roy A. Pearce;
Assistant .. Cashier; and Clarence
St. John ‘of#the bank'’s - Federal
Office. ~C. J. Fuglaar, Treasurer
of California Trust Company, af-
filiate 'of California Bank, -also

observed his-25th year of service.|.

this month.

Del Monaco Pres;of-‘: 5

Rochester Bond Club.. .

ROCHESTER, N. Y.—Ben'‘Del
Monaco, Genesee Valley Securi-
ties  Co., Inc., was"elected  Presi-
dent of the Rochester Bond Club
at the annual meeting at “the
Crescent Beach Hotel. Other offi-
cers elected were: Charles J.
Grate, Geo. D. B. Bonbright & Co.;
Vlce—Presxdent Newton O, Tas-
sell,  Genesee Valley Securities
Co., Inc., Secretary and Treasurer;
Charles Hopkins, Little & Hop=
kins, Inc.; Ray Small, Lee Higgin=

Geo, D.
rectors.

Cowin With Ira Haupi
As New Dept. Head

- Ira Haupt & Co., 111 Broadway,
New York City, membersﬁof the
New: York Stock Exchange, an-
nounce that Daniel Cowin is now
associated with them and has been
placed in charge of their new de-
partment - specializing in invest-
ment trust shares.

Godfrey Bligh on Trip

Godfrey Bligh, President of R.
M. Smythe & Co., Inc., 79 Wall
Street, New York City, is com-
bining a business and pleasure
trip through the South. He will
be at Homestead Hotel, Hot
Springs, Va., for several weeks.

John L.. Shea Dead

John L. Shea, proprietor of Shea
& Company, Boston investment
firm, died on Oct. 8. f

B, Bonbright & Co., Di-

| prices .scaled . from 1033% %

western . part: of Wisconsin.

Halsey Stuart Offers
interstate Pwr. Bonds

Halsey, Stuart & Co. Inc. pub-
licly -offered Oct. 15, $5,000,000 ||

Interstate Power Co. first mort-
gage ‘Bonds, 4Y% % series due July

“1978at"108% and accrued in-
‘terest The firm was awarded the

‘bondg:.at competitive sales on its

bid of 100 on Oct. 13. This was
the only bid received.

The new bonds will be redeem-

to 100%.and at special redemption
to
100%. ... . ...

Net proceeds will be. used to
prepay $2,400,000 collateral prom-
issory notes payable to two banks;

to.pay in.full the balance due

(approximately $724,446 on June
30, 1948)-'on the lease and pur-
chase agreements . representing
cost “of equipment for the new
Lansing -steam generating plant;
and to pay for the cost of other
additions, extensions and improve-
_'ments to company properties.

| 'The ‘company is primarily an
‘operating public utility company,
but is also a registered public util-
ity holding company by reason of
its..ownership of all of the out-
standing. securities, including all
of. the shares of votmfr stock of
Interstate Power Co. of Wisconsin
and East. Dubuque Electric Co. Its
principal business is the genera-
tion; ;purchase, transmission, sale
and ‘distribution' of electricity. It

owns property in portions of 21|

‘eounties "in ‘the northern and
notrtheastern part of Iowa, in por-
tions of 28 counties in the south-

I'ern part “of "Minnesota and in a

portion of ‘one county in South
Dakota: 1t is‘also engaged in the
manufacture, sale and distribution
of gas'in'the City of Clinton, Iowa;
in the sale and distribution of nat-
ural gas in the City of Albert Lea,
Minn.; in the operation of buses

in the City 'of Dubuque, Iowa; and’

in the furnishing of steam heating
service in-the City of Albert Lea,
Minn.

Its subsidiary, Interstate Power
Co. of Wisconsin, is engaged as a
public utility - in the generation,

-purchase,-transmission, sale and

“distribution of electricity in three
counties. in : the extreme south-
1t is
integrated with and is an integral
part of the company’s system: East
Dubugque . Electric Co., another
.subsidiary, is engaged as a public
utility in the purchase, transmis-
sion, sale and distribution of elec-
tricity in and around the Clty of
East:: Dubuque, ., ‘and in the
operatlon of buses in said city.

Nat’l City Bank Re-Opens

.Yokohama Branch

son Corp., and Leonard D. Booth; |

“The National City Bank of New
York announces the reopening of
its ‘branch-in the City of Yoko-
hama, Japan. This branch is the
51st unit in Naticnal City’s over-
seas system 'and the third kranch
to be reestablished ia Japan.
“The Yokohama branch is one of
the oldest in National City's for-
eign network, having been opened
in 11902, and afiorded continuous
banking gervice in that center un-
til October, 1941,

‘Thomas P. Davis, in chaige of
the Yokohama uvrit, has had :zany
years’ experience in  National
City’s ‘branchies in Japan. The
branch will have the benefit of
the experience and business con-
tacts of the many former em-
ployees who have returned to the
bank,

Yokohama, one of the leading
Japanese cities and ports, is the
headquarters of the U. S. 8th
Army. The bank will offer a com-
plete export-import banking serv-
ice in Yokohan:a. .

In addition to' the Yokolaina
unit, National City has branches

Railroad Securities

Lehigh Valley Railroad Company

Hearings on the company’s remgamzatlon plan have been com-
pleted and briefs filed. ICC approval is expected either late in

November or by mid-December.

Following the expected approval

(under the Mahaffie Act, there is no longer need of any Court review

which in effect gives full jurisdic
tion of all reorganizations to the
ICC) consummation must await
approval of 75% of each class of
security holders. Doubtless a pe-
riod of six to nine months will be
necessary to obtain such approval.

Lehigh Valley officials have
stated that response to their pro-
posed plan has been encouraging,
only $200,000 of a total of $135
million voicing objection. How-
ever, in a letter to the “Wall
Street Journal,” exception to this
statement was taken by represen-
tatives of holders of some $3 mil-
lion of bonds. Should these be the
maximum number of objections,
they would be relatively small as
compared with $135 million of
bonds outstanding.

The new plan as finally evolved
would extend the maturity of all
senior bonds 20 years or more,|
provide for a maturity date and
call provision on $12.6 million of
hitherto perpetuals, possessing a
first lien on the heart of the Sys-
tem, reduce fixed charges some
50%, and place $71 million junior
bonds on a 25% “fixed and 75%
contingent basis.  In return for
their sacrifice, junior bondholders
are to receive four shares of new
common, equivalent to 20% of the

total new stock to be outstanding.
Contingent - interest
cumulative for three years, and
two sinking funds would be set
up, a prior lien sinking fund for
$200,000 annually and a general
sinking fund-equal to 50% of net
income; {

Earnings since 1930 applied pro
forma  to the present proposed
capitalization indicate a fixed
charge coverage ranging from
0.78x in 1932 (1.34x for 1931-40
inclusive) to 3.23x for the peak
war year of 1943 and overall cov-
erage from 0.50x in 1932 (0.86x for
1931-40 inclusive) to 2.09x in 1943.
Company failed to cover its over-
all charges in seven years, namely,
1931, 32, 33, 34, 34, 35, 37, 38 and
for the same period no earnings
were shown on the common. For
the remaining years earnings
ranged ' from $0.46 per share in
1939 to $4.75 in 1943. The year
1945 was ignored in formulating
the above coverages and earnings,
since - the company reported an
operating deficit for the first time
since 1945, due primarily to causes
which are non-recurring.

Company - is offsetting rising
costs through a policy of rapid
dieselization and soliciting loca-
tion of new - factories - on  line.

Among the new industries recent-
ly obtained were Kraft Cheese,
General . Motors and American

would  be'!

Can, which is building a $10 mil-
lion plant at Hillside, N, J. g

Particularly hopeful are savings
from the new diesels. At a cost
of $9 million, the company has or-
dered seven 4,000 h.p. units for
through passenger service and ten
6,000 h.p. units for frelght service.
Passenger service 'is now - 92%
dieselized and when the final 6,000
h.p. units are delivered, freight
service will be 66% dieselized.
The - company is expected to in-
crease its number of diesel switch-
ers. 5 3

Economies from use of diesel
power have exceeded expectation.
They pay for themselves in about
3% to 4 years. Savings from use
of passenger diesels approximate
$100,000 a month, and on helper

-service, costs of diesels total 1.21¢

per ton as compared with 4.35¢
for steamers.

For 1948, not giving effect to
overall savings from dieselization,
the company should gross $80
million "and earn approximately
$8.5 million available .for charges
equivalent to 2.04x fixed charges,
1.32x overall charges and $1.04 per
share on the new stock. . Barring
an unexpected sharp turndown of
business next year, results should
greatly exceed.those as presently
estimated, possibly by as much as
$1.5 million additional earnings,

Halsey Stuart Offers
lllinois Central Equips.

Halsey, Stuart & Co. Inc. and
associates on Oct. 14 were award-
ed $5,500,000 Illinois Central RR.
21 % equipment trust certificates
series AA, due $275,000 semi-an-
nually April 1, 1949 to Oct. 1,
1958, inclusive, - The certificates,
issued = under ‘the Philadelphia
plan, were immediately reoferred,
subject to , Interstate. Commerce
Commission authorization, at
prices to yield from. 1.50% to
2.50%, according to maturity. As-
sociated in the offering were R. W.
Pressprich & Co.; Otis & Co.;
Freeman & Co.; The Illinois Co.;
and McMaster Hutchinson & Co.

The certificates will be issued to
provide for new standard-gauge
railroad equipment, estimated to
cost approximately $6,933,285, con-
sisting of 1,500 50-ton hopper cars.

Babcock Director

Charles H. Babcock, partner in
Reynolds & Co., New York City,

was elected a director of the Safe
Deposit and Trust Company. |

79 Wall Street

300,000 Shares

BRITTON OIL CO. Inc.

Common Stock
Price $1.00 per share

Orders will be executed by the undersigned

S. B. CANTOR CO.

WHitehall 4-6725

New York 5, New York

[ of First Vice-President. of ' the

pitized for FRASER
lo://fraser.stlouisfed.org/

‘in Tokyo and Osaka, Japan.
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Public Util

ity Securities

- Public Service of Colorado

Public Service of Colorado, forrriérly controlled by Cities Service
Power & Light Company, was distributed to the public in November,

rather stagnant conditions in Col

- 1943, 'when 875,000 shares were offered at $25 per share,” Despite

orado' gold and silver mining, the

company has enjoyed an excellent’

growth record, particularly in the
gas business. In the past decade
electric revenues have increased
about 60% and gas revenues 123%.
The gain in gas revenues for the
12 months ended July 31, 1948, as
compared with the calendar year
1946, was 53 %, this being substan-
tially due to an additional pipe-
line which gave the company an
ample. supply of natural = gas.
Denver is, in fact, one of the few
Jarge cities in the country which

_currently has a sufficient supply

of gas to meet all demands. . The
gas department is adding custom-~
ers at the annual rate of 20,000,
including many who will use gas
for house heating, and there is still

' gonsiderable room for expansion

in the latter field. Public Service
also benefits by using gas for boil-
er fuel when other demands are
slack.

Regarding the company’s terri-
tory and growth, Lawrence C,
Cooper, of Argus Research Corpo-
ration stated in ‘a recent study:
“The State of Colorado has net at-
tracted attention as a sensational
postwar growth area like the West
Coast or parts of the South, but it
may surprise some to realize that
despite a relatively static' state-
wide population; the 30% increase
in this utility’s revenues from Dec.
31, 1945 to June 30, 1948 exceeds
the revenue expansion of Pacific
Gas: & Electric (21%), Houston
Light & Power (23%), Central &
South West (17%) and -almost
equals Southern California Edi-
son’s 33% gain. There is little
heavy industry in Denver, so post-
war conversion problems were
small. However, the attractive
climate has drawn many new fam-
ilies since the war and with sharp-
ly increased commercail activity
the company has recorded excel-
lent sales gains. Denver is' pri-
marily a center of transportation,
trading, finance and general com-
mercial activities for a widespread
Rocky Mountain region -and the
«ity has relatively large govern-
ment payrolls.” 1

The company in June 1947 is-
sued $7 million convertible 3%
debentures. Instead of doing
equity financing, it is now calling
the issue, thus forcing conversion
into common stock. Each deben-
ture is convertible into 30 shares
of common stock and the bonds
sold as high as 118% this year.
Recently they have been around
110% and since the call price is
103, all but a small fraction will
undoubtedly be converted. The
common stock has continued to
sell around the 36-7 level recently
(range this year 39%-3212) de-
spite these conversions. - - S

In order to finance its con-
struction program, the company
this week sold $10 million first
mortgage bonds due 1978 and 66,-
000 shares of preferred stock. The
preferred * will © be’ ’convertible
{over a 10-year period) into com-
mon stock at 40. The company’s
1948-51 construction program calls
for the expenditure of $64 million,
of which $9 million is being ex-
pended this year. Of the remain-
ing $55 million, nearly $17 million

will be provided through the new |

financing. This will leave $38
million to raise during 1949-51, of
which over half’ will be obtained
through net earnings in excess of
dividends, depreciation, amortiza-
tion, etc. The remaining $18 mil-
lion will probably be obtained
largely through bond issues.

Ultimate conversion of the new

preferred stock will automatically

improve the equity ratio. After
the -company ' emerged from a
holding company system, the capi-

- tal ratios for bonds, preferred and'

common were 656-8-26. On com-
pletion of conversion -of the de-
bentures in the near future the
ratios will approximate 50-21-29,
and after future conversion of the
new preferred stock they would
become 50-15-35. ‘The manage-
ment hopes to maintain a 50%
debt ratio. :

The company has been. very
conservative in its recent dividend
policy. The rate remained at $1.65
during 1944-47 but was increased
with the May 1 quarterly payment
this year to a $2.20 rate. . It ap-
pears likely that because of con-
struction needs dividend payments
will ‘continue to. be on the con-
servative - side, although  there
would seem to be a fair possibility
of an increase over the next year
or so due to the anticipated
growth of earnings. '

Public "Service share earnings
on the common stock increased
from $2.27 in. 1944 to $4.73 in the
12 months ended June 30, 1948.
'For the calendar year 1948 it has
'been established that earnings
may approach $4 a share on a pro
forma- basis, i.e., after allowance
for the current dilution resulting
from conversion of the bonds. On
this basis the current dividend
represents only a 55% pay-out.
 However, if the price of the stock
should advance above the 40 price
level, conversion of preferred
I'might begin, resulting in some
! further dilution of earnings. Full
conversion of the bonds means an
l increase of about 18% in the num-
'ber of shares and full conversion
of the preferred would mean an
additional 15% increase. Assum-
“ing that immediate conversion of
the preferred should occur, which
of .course is very unlikely, earn-
ings for the calendar year might
approximate $3.50 a share. On'the
basis of 70% pay-out (about aver-
age for -electric utilities) . this
might mean an eventual dividend
rate of $2,50 a share, Allowing for
further' growth  and the benefits
of newly invested capital, the pi¢-
ture.fight: show improvement:: »:.
“"Colorado. has-a.dual ‘system of
rate regulation; with some cities
controlling. ' rates in  their areas
while ' utilities "in ‘other districts
are subject 'to:statewide  regula-
tion, « The 'company has five so-
called home rule cities in its serv-
ice area, including Denver (it ob-
tains' about" three-quarters of its
revenues in the Denver area). As
an indication . of the :company’s
favorable public: relations, the
Denver franchise was renewed for
25°years in February, 1947 with a
popular vote: of 8% to 1 in favor
of the company. Recent votes in
smaller cities have also been fav-
orable, :

While the rate of return on net
‘plant plus working capital is
rather high currently — about
7Y% %—the company wrote off
‘some ‘$15 million *intangibles in
1947. In Colorado “fair value” is
used in setting up a rate basis,
and this includes reproduction
cost as well as other factors.
‘Hence the rate of return should be
lower if earnings are related to
“fair value.” -

The company has efficient serv-
ice departments for both gas and
electricity, and maintains educa-
tional programs for plumbers and
fitters. Since the war it has re-
frained from competing with small
appliance dealers, although it con-
tinues a promotional program. All
these factors may help to explain
its good public relations.  The
fact that use of electricity remains
somewhat below the - national
average is attributed to the sub-
stantial use of natural gas fo
heavy appliances. _._ .. ... . l.

(Continued from page 16)
additional investment, with other
factors remaining the same, the
industry would need to adjust its
over-all rates so as to produce
only an additional net of $108,-
1 000,000. This, in terms of the pres-
ent annual gross operating reve-
nue of the industry, which is a
little less  than ' $4,000,000,000,
would require an over-all rate in-
crease of less than 4% %. Ob-
viously, such a rate increase is
insignificant in relationship to the
corresponding increase of more
than 70% which has occurred in
the general cost of living.

Rate Adjustments

While many operating compa-
nies do not need any rate relief
at_the present time, those that
have been. earning a subnormal
rate of return have been surpris-
ingly successful in obtaining rate
increases from regulatory authori-
ties. . Detroit Edison, California
Electric Power, Atlantic City
Electric, - Potomac Electric
Power, Central .Maine Power
Company, Brockton Edison, Vir-
ginia Electric & Power, and Cin-
cinnati Gas & Electric Company
are a few typical examples. This
gives evidence that regulation is
a two-way street and regulatory
commissions, except possibly in
very few cases, will undoubtedly
cooperate with the industry to
keep it on a sound basis, thereby
enabling it to continue to finance
and provide the facilities neces-
sary to furnish the required serv-
ice. It must be remembered, how-
ever, that a sizable segment of the
electric industry still does not
need any increase in the rates.
In fact, generally speaking, the
three types of companies which
appear to require some rate relief,
under existing conditions, may be
classified as follows: (1) Those
with extremely thin = customer
densities and rather large invest-
ment in relation to revenue; (2)
Those where subnormal water con-
ditions on hydro plants have ne-
cessitated the production or pur-

cost power or its generation in
inefficient fuel burning stations;
and (3) Those companies where
commission regulation in the past
has been so strict as to limit the
rate of return to a minimum leav-
ing little or no room for adverse
ﬂubtqatipns. ety i

From the regulatory standpoint
indications, in our judgment, are
most encouraging for the industry
as a whole, While on the subject
of regulation it may be of interest
to observe that the utilities are a
regulated industry and therefore
have a definite ceiling on earn-
ings. However, by the same token,
there is a floor under such earn-
ings and this fact should not be
overlooked by the investor who
likes to feel assured of continuity
of return on his investment and
adequate protection for his prin-
cipal. i

It may be well to examine at
this point the effect of the pos-
sible economic recession on the
earnings of the electric industry.
In view of the fact that it takes
considerable time to complete new
power plant capacity, a large part
of the expenditures of the utilities
during the past 12 or 18 months is
still tied up in uncompleted power
plants.” In other words, the im-
proved efficiency. of new generat-
ing equipment has not yet been
reflected -in the  industry’s met
operating income and the comple-
tion of this new -capacity should
help improve the production costs
of the utilities involved, even -at
the present high coal prices. This
new - and more ' efficient power
plant capacity is now gradually
beginning to come into operation.
In the event of a recession and a
concomitant drop .in . industrial
power sales, this will relieve the
utilities from' using' their inef-
ficient capacity represented by old
plants, ‘which are now, in.opera-

chase of huge amounts of high:

The Utility Industry

mand, The increment production
costs on these old power plants,
under = existing conditions, leave
very little profit and, in some
cases, produce even a loss, in rela-
tionship to the prices charged to
industrial customers at .the low
steps of the rate schedule. Thus,
the decline in industrial load will
have a negligible effect on the net
earnings of the industry and, in
fact, in a number of cases, a drop
in industrial load, together with
relegating the present inefficient
generating units to standby oper-
tion, couid even result in an in-
crease in the net operating income
as compared with present condi-
tions. = The residential and com-
mercial classes of business  are
relatively stable and should not
be atfected much, if any, by an
economic recession,  When the sit-
uation is examined from. this
fundamental standpoint, it is rea-
sonable to conclude that the net
earnings of the electric utility in-
dustry should remain relatively
stable in the event of an economic
recession.

The gross bock value of the
total property and plant of.the
Class A and B electric utilities, as
a whole, showed an increase of
11.3% between 1940 and 1947,
while the corresponding net book
value after reflecting accumulated
depreciation reserves, remained
about the same. These over-all
figures, however, reflect the elim-
ination of writeups, as well as dis-
posal of non-electric utility prop-
erties made under the require-
ments of the Holding Company
Act during the period under re-
view. The gross electric plant ac-
count of this group of companies
which, as previously noted, repre-
sents the bulk of the industry,
showed an increase of some $3,-
164,000 000, or 30.3%, between the
end of 1940 and the end of 1947.
This, of course, represents the ad-
ditions made to the plant during
the period in order to meet the
unprecedented demand for elec-
tric service.

Construction Costs 609, Higher

Electric: utility construction
costs are now about 60% higher
than the 1940 level, and the ques-
tion: can well be raised ‘as ‘to
whether' this: has not injected - a
substantial: .amount” of high-cost
property’ into the industry’s plant
account. -In order to examine this
factor, we have analyzed the gross
electric plant additions of 50 com-
panies located in various parts of
the country and representing al-
most 50% of the aggregate elec-
tric property and plant account of
the Class A and B utilities for the
country as a whole. The analysis
covered the additions made year
by year between 1940 and 1947,
and the corresponding construc-
tion cost indices. During the 1940-
1947 period, these 50 companies,
as a group, had gross additions of
some $2,058,000,000,. of which
27.7% were constructed in 1947,
14.4% in 1946, and 9.4% in 1945.
Construction costs experienced a
sharp rise during these three years
and particularly in 1947, but the
increase in construction costs dur-
ing the years prior to 1945 was
not appreciable. Our analysis
shows that had all the 1940-1947
gross additions been made at the
1940 construction level, the utili-
ties would have saved an invest-
ment of some $312,917,000. - This
excess. however, when related to
the electric plant account of $6,-
441,176 000 which this group of 50
companies had in service at the
end of 1947 is equivalent to only
4.9% of the latter figure. In other
words, the excess costs due to the
high construction costs faced dur-
ing the past few years is relatively
insignificant and the bulk of the
present plant account of the elec-
tric industry is, still' represented
by property built at.considerably

. lower.-price levels.  Similary; .if

tion in order to meet present de+|

Outlook

we were to include the $6,000,~
000,000 ~ estimated ' construction
budget -of the industy projected
for the 1948-1951 period at the
present high . construction price
level, we would still find that at
the end of 1951 the high construc-
tion ¢ost component of the prop-
erty then in the plant account
would represented less than 15%
of the total. This analysis points
to the conclusion that even if the
high construction budgets contem-
plated by the industry for 1948-
1951 actually materialize, its prop-
erty and plant account will not be -
hampered unduly by the high
construction cost level, in the ag-
gregate.

It is, nevertheless, unfortunate .
that this expansion . program
comes at a period of high con-
struction costs. .Of course, under
the present concept of regulation
which gives almost sole weight to
depreciated original cost in most
states, the expansion of the facil-
ities at the present high price
level will not be injurious as far
as the industry is concerned. On
the other hand, it would have
been more economically. sound if
‘such expansion occurred at a
lower price level as there is al-
ways the possibility of regulatory
bodies switching their policy to-
ward more recognition of depre-
ciated  reproduction cost in the
event that this measurement of
property value drops considerably
below original cost at some future
time, In any event, the fortunate
thing is the fact that, as shown by
our aforementioned analysis, only
about 15%.of the aggregate prop-
erty and plant account of the in-
dustry will - represent ‘high-cost
property, even at the end of 1951,

Problem of Depreciation Accruals

The current expansion of the
electric industry at the high con-
struction cost level seems to have
created a fear in the minds of
some people, particularly with
reference to depreciating this in-
vestment. As is well known, a
number of industrial concerns
have increased their depreciation
accruals so as to amortize the cur-
rently high construction costs very
rapidly.- Some financial analysts
have taken a page {rom the book
of :such 'industrial. concerns and
are now advocating that the util-
ities 'should follow the same pro-:
cedure, In our opinion, this stand
is fallacious for the following rea-
sons:

In the first place, a utility prop-
erty, on a composite basis, has a
long life (in the neighborhood of
40 years) even after allowing for
obsolescence and other elements.
Furthermore, under the present
classification of accounts pre-
scribed for utilities by regulatory
bodies, the annual . depreciation
accruals of the electric industry
are taken on a percentage of
property basis -which gives recog-
nition -to estimated life and en-
ables the utility to recover the
cost over the life of the property.
It would seemthat even if the
utilities. were to attempt to amor-
tize the high construction’ cost.in-
vestment over a short period of
years, . the excess depr;e'éiation
would not be allowed as &n ‘ele-
ment of cos