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The Foremost Problem of ERP

By WALTER SULZBACH
Political.economist maintains ERP is being operated under assump-
tion exchange controls result from so-called “dollar shortage,”
whereas actually converse is true. Maintains controls causing re-
duction in trade between European mations and paralysis of mar-
kets at home. ~ Declares ERP cannot achieve its purpose and “dollar
| ing transfers authority from the. shortage,” which is not result of war, will go from bad to.worse, as . |-

; employer to .union and, unless; | .. long as.exchange. controls are allowed to persist. -Says-we should - .|-
; curbed,. will -convert. mation . to, | .- restrict help to.countries who sacrifice their “money prejudices” and
“.’"al“h"‘ syste'm. : follow honest policy of making their currencies convertible.
. T am going to talk briefly to you The European Recovery Program is the answer- of the United
about the labor problem, which| States to the outcry of the Western European nations that they are
you all know is . an. important| short of dollars.’ It is an attempt on the part of the American people
.problem. I shall talk particularly | to solve the “dollar shortage” problem. Once the Congress had voted
about “Collec- ' funds for the
wtive Bargain-, ERP. either of " o
..ing”, . and ‘I . “two possible | EDIT ORIAL

-:want: to- make orocedures |- ;
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The Executive and
Collective Bargaining

By LEO WOLMAN~*

" Professor of Economics
Columbia University

Investment Probabilities
- Under a Labor Government

By G. M. LOEB = :

" Partner, E. F, Hutton :& Company
Memberg, New York Stock Exchange

Mr. Loeb holds Triman victory was no ordinary election, but repre- :
sents end of Republicanism in U. S., and, as result, markets must -
now consider prospects of reduced corporaté earnings. Does not see
-any-immediate prospect of “a bust,”; but predicts business at fairly | -
high levels with lower profits.. Concludes unfavorable side of picture 7 -
is likely to. be overdone. i

The election of President Truman plus a Democratic Congres
has far more significance than any election since that of 1932. In 1932
we embraced what President Roosevelt labeled a “New Deal.” Actu-
ally, he achieved a very effective redistribution of wealth as between

different sec- et
tors of the na-
tion’s popula-:
tion.  Presi-

| Stressing incentives ‘as essential
, to greater production, Dr. Wol-
. mancontends collective bargain-;

" Prof. Leo Wolman

-a few prelim-
*-inary remarks
.b.e-f0.re~I
plunge into
~ .what I have
on my mind.

. In -the first| &

place, the la-
bor ' problem
in ‘a demo-
_cratic coun-
try, which is
what we still
are, is an in-
soluble” prob-

might have
been a dopted,
.The ECA
might have
called , in " a
number of
econom ists
(e c o n omists,
10t statis-
ticians) and
, asked them to
find out the
meaning of
the “dollar

Walter Sulzbach
scarcity” con-

T Us We See It

Th‘e. Eléction — Some Second Thoughts ‘

At the very beginning let us freely admit that we were
as much surprised as the other one.hundred and forty-odd
million with the outcome of the Presidential election. Let
us further assert quite candidly that we were and still are:
disappointed. We had felt and still feel that a change in
Washington was needed. While far from enthusiastic about
the particular change which would have occurred had Gov-
ernor Dewey won, we believed and still believe that there

dent Roose-
velt. and - his
party. . repre-
sented all the
American cit-
izenship- yet
actually he,
and his sup-
porters . arbi- .
trarily fa-
vored some "
above others.
In the main,
his. yardstick -
was the nu-

) G. M. Loeb -

cept; and no action would have
been taken before this concept had
been clarified. Or the ECA might
have started right away shipping
goods to Europe leaving it to the
economic implications of its ef-
forts to take care of themselves.

The ECA has chosen to adopt
the second course. In a_ field
where a grain of thought .should
have been more highly appraised
than a ton of exportable goods,
action was taken immediately and
no thought appears to have been
given to the meaning of the “dol-
lar scarcity” which we are trying
to -heal. As a result, billions of

(Continued on page 26)

lem. You ‘can do anything you
like and you don’t solve the prob-
lems, and the reasons for that

(Continued on page 37)

merical voting- strength of dif-
ferent population groups whica
meant favoring the lower.income
groups. SR
All over the world the “revolt
of the masses” has been under
way in some form or another, As
always, thought seems to travel
westward starting like time -at
“Greenwich.” It seemed a few
days ago. as if this nation might
(Continued on page 34)

was more to be said for it than against it. With this much on
the record, we may proceed to certain observations without
risk of being accused either of talking “sour grapes” or.of
indulging in excessive rationalization. ’

Our first observation is this: The country has once again
confirmed its choice of a definitely New Dealish philosophy
-—and would have done so in almost equal degree had it
chosen the Republican candidate for the Presidency. Indeed,
there would have been no clear rejection of the Rooseveltian
dogma even if a Republican “conservative,” such as Senator
Taft, had been elected. So powerful has the world-wide
trend toward socialistic notions, and, in this country in par-

(Continued on page 32)

*An address by Dr. Wolman at Em-
ployee Relations Luncheon of Personnel
Committee at 30th Annual Convention
of American Gas Association, Atlantic
City, N. J., Oct. 7, 1948,

PICTURES taken at recent meet-
ing of the Bond Traders Club of
Kansas City, Mo., will be found
on page 12, = o e
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 Open-End Trusts Buy, Closed-Ends Sell -

By HENRY ANSBACHER LONG

Open-end fumis purchase utilities, oils, rails and bank stocks. Half of all trusts increase cash and gov: )
ernments, while others decrease liquid reserves. Managers now report watchful-waiting period pending
] clarification of new Administration’s political program.

Sixty-five per cent of the open-end investment funds purchased common stocks on bal-
ance during the third quarter of the current year, while in contrast all but two of the

closed-end companies reviewed .in this surve

y sold equities. These latter two companies,

Adams Ex- ¢
press: and
American
International
Corporation,
which are
jointly spon-
sored, com-
mitted them- .
selves,
moreover,
only to very
light purchase
balances,
even though
their cash
reserves
amounted to
substan tial
percentages of total assets. Ap-
proximately ‘half the number of
funds in each of the three group-
ings of balanced, common stock
and  closed-end categories in-
creased cash reserves during the
three-month period. 5

Oil stocks still maintained their
popularity and, exclusive of port-
folio additions resulting from
stock dividends, were purchased
in volume equal to that of the
preceding quarter. Volume of
selling transactions, however, was
25% below that in the previous
three-month period. Utilities
were also in marked favor and
purchases of both rail and bank
stocks took a noticeable upturn.
The nonferrous metals continued
to be well liked, although’ the
number of purchases was down
one-half from the June quarter.
Managers were also bullish on the
steels, tobaccos and aircraft com-
panies and, among individual is-
sues there was a relatively large
number of increases in portfolio
holdings of both General Motors
and General Electric. Sales were
concentrated in the shares of com-
nanies in the beverage and food
fields.’

Total transactions decreased by
a third in volume from {hat of the
preceding quarter, but the decline
in the number of sales was almost
twice that of purchases. Thus, in
the quarter under review the
number of additions to portfolios
exceeded- eliminations by $0% as
contrasted with .a like figure of
30% in the preceding three
months.

Since these operation s were
based on the outlook previous to
the elections, the question arises
as to subsequent- shifts in
appraisal of the financial and eco-
nomic picture and changes in in-
vestment policy, An attempt has
been made at clarification by
obtaining the opinions of a quar-
iter of the managements whose
sponsored funds are covered .in
this survey one week after the
people of the nation registered
their will at the polls. In general,
officers of funds and boards felt
it was too soon to make any sub-
stantial alterations in portfolio
‘composition and even the feeling
that . changes might be subse-
quently necessitated by the un-

Henry A. Long

anticipated political results was,

not uniformly shared. To appre-
ciate this latter point of view we
quote from the third quarter re-
port to shareholders of the Axe-
Houghton Fund, submitted by
Ruth Houghton Axe. No opinion
has been submitted by the Axe
firm as to their policy since the
re-election of Mr, Truman and his
acquisition of ‘a Congressionat
working majority, but this state-
ment points up the similarities to
and contrasts with the post-elec-
tion picture as reflected in the
subsequent- replies. furnished by
fund executives. ’

Dated Oct. 26, the Axe state-
ment reads: “So far as we can see
at the present time. the outlook
may be summarized as follows:

“(1) Business activity in the
heavy industries is likely to re-
main at about capacity levels for
some time,

*(2) The semi-durable goods in-
dustries are. likely to' fluctuate
about the way they have over the
past two years. Elsewhere, read-
justment is likely to continue
piecemeal while activity in gen-
eral remains high, )

- *“(3)-Some further readjustment
in agricultural commodity. prices
is likely ‘to occur, but it is un-
likely to have an important gen-
eral effect. € o

“(4),Profit margins may decline
moderately in ‘some industries,

is likely to remain fairly high.

“(8) Price-earnings ratios are at
a.very low level. This is due
partly to the fact that some: in-
vestors still imagine, as they did
in 1922-24, that the general price-
level and earnings will sooner or
later return to prewar levels. But
the main cause  of low . price-
earnings ratios is fear of war. .. .
The forces making for- continued
business activity and moderaté!
further inflation have been some-
what strengthened during the last
six months, In the long run these
economic fundamentals are likely
to have an effect on stock prices
even though their immediate
course will probably be influenced
largely. by psychological factors.”

In order to evaluate post-elec-
tion investment sentiment, al-
though admittedly somewhat pre-
mature, the following two general
questions were asked manage-
ments:

First—“What changes had been
made generally in cash and in-
vestment position during the
month of Ocfober?”

Second—“What general shifts if
any do you presently contemplate
in cash, type security, industry
group in view of elections?”

As pointed out earlier in this
article, the majority view indi-
cated a policy of waiting clarifica-
tion of legislative and executive
programs, particularly in regard
to taxes, price controls and allo-
cations, ‘with emphasis on im-

We Maintain American Markets For:
CANADIAN INDUSTRIALS
CANADIAN MINING

CANADIAN BANKS

BRITISH SECURITIES AND .
SOUTH AFRICAN SECURITIES

GooDBODY & Co.

115 BROADWAY'
_Telephone BArclay 7-0100

)

s ) SF ases e alpewe URBIE F RAR § B E R M P oA R AR EA v

‘Members N. Y. Stock Exchange and Other Principal Exchanges'

NEW YORK 6, N. Y.
Teletype NY 1-672

‘its “equity - position,
‘Russell . Berg Fund lightened its
common stock hold:ngs.

but the general level of earnings |

..

portance placed in that order.
Opinion in most instances was
that there would be a higher cor-
poration.tax, but ndt in the form
of an excess-profit levy. ‘ Those
companies, both open and closed-i
end, heavily committed in equi-;
ties, .with minor. cash reserves,
foresaw. no drastic alterations in’
their present industry groupings.
Light purchases were made dur-:
ing . October by some open-end:
funds in this category from cash
received - through sales of their
own participations to the public:
Larger. closed-end trusts with
substantial cash reserves were
“husbanding their liquidity” and.
pursuing a-very cautious policy.
One . of these companies which
previous to the election planned
to buy around the 176 D-J indus-
trial average now has decided to.
wait for a lower level at. which'
to commence - placing  purchase
commitments.  .Another smaller
closed-end fund which had a
comfortable cash -position "at the
end of the quarter increased. its

liquidity both previous to and

immediately follow'ng the elec-

‘tion.” Two open-end funds of the

balanced type : operated diver-

‘gently "since - the - elections, al-
'though both had excellent cash

positions on the first of Novem-
ber. Wellington Fund increased
while - the

With respect to individual in-
dustry groups, three manage-
ments expressed the opinion that
there would be little affect on
utilities, other than temporary
unreasoned liquidation. One ex-
ecutive said there was little ‘to
fear from either the FPC, SEC or
local regulatory bodies—that was
for- the most part water over the
dam'during the last 10 years. Qut-

-look :-towards bank stocks was less

sanguine and a-squeeze was gen-
erally, anticipated in equities of
food - and - other. companies that
supply essential. cost of living
items. The outlook was more
optimistic on the.  heavier indus-
tries, metals and oils,

The following statements have
been ‘made by executives of sev-
eral of the leading investment
companies in reply to our query:

BALANCED FUNDS:

Charles M. Werly, Trustee of
The George Putnam Fund—(Slight
change in balance during October.
Purchased National® Biseuit and
United Aircraft; eliminated Bab-
cock and Wilcox). “Any discus-
sion - of the investment . conse-
quences of the elections seems
almost like a case of ‘Fools walk
in where angels fear to tread.
We do not anticipate any drastic
change in the investment policies
of the Fund as a result of the
elections. We are try:ng to view
the situation realistically and not
to come to any snap judgments.
Our preliminary reaction is to cut
back . somewhat on the Fund’s
equity position which is now
around 60% and to change the
weighling of. certain industres.
The Fund’s backlog of 23% is
highly liquid. being primarily in
short-term Treasury certificates
and commercial paper.”

Carl A. R. Berg, President Rus-
sell Berg . Fund—“Have reduced
common stock commitments to
about 45%, a 10% reduction hav-
ing taken place just after elec-
tions on the rally before the sec-
ond break in the market. Believe
capital expenditures of corpora-
tions may be reduced in view. of

, .. (Continued on page 30)
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1
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- The Money Mill and Pnces

By E. M. ZIMMERMAN

:‘ Laymg currency-inflation to the New Deal, Mr. memerman asserts

’ prices do not g0 up but value of dollar goes down, because of “too
mucll ‘money.” Traces inflation Imtory and indicates price controls .

1 have: never halted inflation. Says inflation scts as anesthetic and .
it is" hard nut o ‘crack by either Republican” or Democratic _parties

% " and there is, accordingly,

THREE DOLLARS FOR. ONE!
slngle twenty dollar gold piece!,

“Alladin’s Lamp”: doesn’t it? ‘But, it’s true as gospel.

a search for 'a scapegoat. =, |

Yes—sixty, one.dollar bills for a
Sounds fantastlc, like a tale from|.
You can go into|

the gold and exchange market in Parls, the one. 1eg1timate free g‘old

market in. the®
~*world, and
'change. your
United -States

" $20 gold piece

~ for - 60 paper
. dollars w-ith
.‘George Wash-
“ington’s pic-
" ture ‘on them.
‘Stép aboard

va. .plane and|d

ﬂthe ‘next day
" take ‘yourself|t
“ to' .your :New | a

“~York' butcher |

- 8 S

‘#.'M. Zimmermann ygu{;-l,)p‘:; tél:
e e ‘" "dollars and
he’ll - charge Yo ‘$1 a pound
for- a good juicy, * porterhouse,
Now  — what would happen
if 'you " could” just reverse this
-| process? How would it operate
if you could take your 60 U, S,

"| paper "dollirs ‘to the free gold

market in France and change
them with a $20 gold piece? Why,
your butcher, if he knew money
values, would let you have the
same kind of porterhouse for 33
cents a pound in gold. - Also, some
Federal officer would tap you -on
the shoulder and invite you to
come along with him and be the
guest of .the government at Fort
Levenworth, or Atlanta, or even
Uncle Sar.'s famed Summer resort
off'the coast:of California—Alca-
traz. How come? Because your
Uncle says.that you are a criminal
if. you own gold in this country
unless you are a jeweler or tooth
carpenter or in some other. busi-

‘| néss which requires the use of the

yellow metal,

For ‘the past' 15 years it has
been illegal for, any of us to have
more than a gold pocket piece in

our ‘possession, . Meanwhile; there |

have been floods of paper money,

| green:seal Federal Reserve notes;

brown seal Federal Reserve Bank
blue- seal sﬂver hotes;
seal “Invas.on” bills;
brown" seal’ Hawaiian notes; red
seal “greenbacks,” and, most of
all, interest-bearing ‘currency  of
Billions of
such  currency - floating around!
Paper money galore'

Pl’l(‘PS Not Going Up -
- But, ‘what’s all 'this got to do
with $1 porterhouse? Just this, The
figures on the price tags—eggs at
95 cents a- dozen, steak at $1 a
pound and a $4,000 house selling
at $12,000 and all the other prices
which' have {rebled since 1933,
have not done so because of profi-
teering big business; ‘cannot. be
blamed on greedly labor unions
or put on the shoulders of the
grasping farmers. ' Such prices are
really the fault of each and every
one .of us because we have al-

capital to prlnt too many dollars
Prices are. not. 'going: up!  The
value-of our dollar is going downi!
It has been doing so for 15 years,
The unsound and absurd monetary
and ' fiscal policies of the New
Deal -have destroyet : about .two-
thirds of: the value of our dollar.
It is now -worth about 33 cents in
gold. -.This same value for the
llar -is- shown-in the:index of
the U. S. Bureau of Labor Statis-

fs Wwhich’ currently.: stands

ound: 305-396 with-1939 as 100: -

|There i8 " just no use ‘trying to
kid' ‘eurselves or:in ' letting - the
politicos: pull thé wool bver -out
eyes any- longer. .The Sooner we
all ‘waken up to the fact that to-
day’s high ‘prices are caused by
our dollar’going dewn—and down
—and down the better it will be
for all ‘of us.- Let’s stop it.

IThe present  hullabaloo about
the high cost of living, however;
is; . historical.. . Throughout the
ages in periods of inflat.on people
have not realized what was hap-
pening to their currencies. They
thought prices were going up,
when .the truth was. that their
money was going down. In Ger-
many’s 1913-1923 inflation orgy,
the people did not. waken up to
what. was going -on until. their
mark was approaching ext.nction.

Too Many Dollars

In the very last analysis infla-
tion is merely a phase of the im-
mutable,. unchangeable and in-
variable law. of- supply and
demand. - In. inflation, however,
the supply is in the amount of
money of. all kinds outstanding.
We now have just toc nuch
money. The late Dr. Kemmerer,
than whoim there was nogreater
authority on money in the West-
érn. hemisphere, .defined inflation
in these simple words: “Inflation
isitoo much money.” ' .. -
" When there is too 'much money
the value of each piece goes down
in what it will buy, just as our
dollar has lost about 60-70 cents
ofi its buying power. In thé early
"Thirtiés you could ‘go to your
butcher ‘ and- buy a three pound
prime rip roast for 75 cents. . Now

| the same beef costs' you $2.40- -$3.

W’hen you-passed 30 cents over
 the - counter your grocer would
hand you a dozen fresh grade “A”
eggs. Now they cost you more
than three (times -as much,
Twenty-nine cents bought a pound
of butter; 20 cents 'a pound of
sliced hacon and 16 cents a pound
of pork chops. The tripling and
qguadrupling of such prices in. to-
day‘s markets is because the value
of your dollar is going down. .1t
cannot be repeated  too ‘often, or
with too much emphasis that the
reason the dollar is going down is

lowed our servants at the nation’s

I (Continued on page 28)

We ure interested in offerings’

. Members New York Stock Erchunye
- 25 Broad Street, New York 4
< Tel: HAnover 2-4300 -

Alhanv = Boston =

" High Grade Public Utlhty ! Industnal
| PREFERRED STOCKS-

Spencer Trask & Co.

Teletype-NY 1-5 ¢
Glens Falls ' -

of

) Members New York Curb Erchange
<135 S. La Salle St., Chicago 3
Tel.: FINanbml 2330 ;

Schenectadv - Wm'cecter

== Lchrensren

LET THE

BUS DRIVERS STRIKE! |

 The place to take your obso-
lete ‘securities is within walk-
ing -distance of your office!

99 WALL STREET, NEW YORK

B lTeIephone: WhHitehall 4-6551 - °

Chase National Bank
, .Hugoton Production (w.d.)
Texas Eastern Trans. Corp.* -
U. S. Finishing Com. & Pfd.
United Piece -Dye Works
Com. &' Pfd.
"Prospcctus on request ' f. 3
J K.Rice,.
. 2. Established 1908
| Members N.'Y. Security Dealers Assn.

i REctor 2-4500-—120 Broadway .
| Bell System Teletype N. ¥. 1-714 |

1

Jr.&Co. §

 Empire State Ol
Equity Oil

Utah Southern Oil

BOUGHT - SOLD - QUOTED

\'Orvis Brothers & @

14 Wall St., New York 5, N. Y,
REctor 2-4930 New: York 1-1434

Mackinnie 0il & Drilling |

Seahoard ce Co. 1st 4s
Victor Fuel Co. st 5s
OKla. City-Ada-Atoka Ry. 1st s

“Hudson River Day Line’ Pfd.

Bought—Sold—Quoted '

40 Exchange Place, New York §
WHitehall 4-8957 Tele. NY 1-1404

George Birkins Company |

'Pointers on Selling
'For clever, helpful hints
for selling securities read.
‘the “Securities Sales-
man’s Corner,” a re«rular
feature in every Thurs-
day’s issue of the
“Chronicle.”

The Public National Bank
& Trust Company
of New York

Wmters & Crampton Corp.

Au:zlyxes avu:lable on request

C. E. Unterberg & Co.
Members N. Y. Security Dealers Ass'n
61 Broadway, New York 6,N.Y.
Telephone BOwling Green 9-3565
Teletype NY 1-1666
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Monetary Reconstruction

By ALLAN SPROUL*

= President, Federal Reserve Bank of New York

Asseﬂmg sonndness of dollar is cornerstone of world monetary reconstruction, Federal Reserve execa-
> five lays inflation more to rapid velocity of monetary circulation than to large money supply. Admits -
* government bond ‘support hampers credit restriction, but points to large public: and private expendi- .
tures as.-heaviest inflation pressure which cannot be coped with by tougher monetary policy.’ Sees no .
immediate danger to- dollar' soundness and predicts dollar deficit abroad beyond 1952. Holds stable
_exchange rates less important than unemployment, and difficult task of International Monetary Fund i is .
to get nations.to abide by disciplines required by .an  international monetary. standard. L

Since the Chairman of your New York Convention Committee has been a sometime
crltlc of our policies of monetary. reconstruction in the United States, I am’tempted to-be-
gin my remarks with some: reference to domestic'monetary matters.- This is not so foreign

to a foreign °
trade-conven-
-t i on as.it
‘mig ht seent.

" ‘monetary " re- "
“‘construction
in. the world,
after' two
destructive’ -,
world wars,»:
has been and
is the United:
tates dollar, ~
To reestablish -,
a world mone-
tary system
“there ‘must be
some fixed point of reference, and
in the ‘world" today- that - fixed
point of reference is the dollar—
and through the dollar it is gold.
1f ‘we undermine the stability of
_the United States dollar, we shall
“not -serve the cause of inter-
natlonal monetary. reconstruction.
*_'No one would have the temerity,
| I assume, to say that the dollar is
“not presently a sound currency
—and ‘so7long .as we keep . our
fiscal house in order and so long
as. pur ‘international balance of
payments. does not pass -perma-
nently into deficit, a most un-
likely contingency, the dollar will
remain a sound currency. What is
asserted or charged or implied,
however, is that by following a
faulty and inconsistent policy of
combined restraint -of bank credit
“ expansion and support of the
government security -market, we
are contributing to a decline in
domestic purchasing power of the
dollar—to inflation—and Trisking
eventual damage to the inter-
national position of ;the dollar,
and to the international position
of the country ‘at a eritical time.
Specifically the charge has been
made that there has been an in-
crease in the money supply since
the war, that this increase has
come about largely because of our
support of the government secur-
ity market, and that.this has been
the cause of inflation. Our more
sophisticated critics, of course, do
not . make such bald statements,
but I am dealing here with the
product in the rough.

Gross National Product and
Money Supply

We could all agree, I suppOSe
that when purchasing power, both

accumulated and currently be-
coming available, is in excess of
the existing supply of goods and
services, valued at current prices,
and when that purchasing power

Allan Sproul

*Address of Mr. Sproul before
35th National Foreign Trade Con-
vention, New York Cxty, Nov, 8,
1948. ..

Art Metal Construction
Grinnell Corporalion -
Cleveland-Cliffs Iron Co.

-is . pressing on the market, you
will- have- a..form of - mﬂatlon
Even -here,- -however, ' we ‘must
keep.-in--mind. a- distinction be-

tween thé:total' money ‘supply ar)di
| the* mtensxty of iits use. ‘Because

d0f the'increases which have taken
‘Place:in production and- in prices

durmg the'-war . and post-war |.
| years, there has been a‘tremendous
I increase . in . the . gross. national
| product-of the United States, ex=

pressed in. dollars, and the .rela-~
tion: of our’ 'money supply to gross

| national . product. is not far from

what it has been in times past. In
other words we have, to a con-
siderable extent, grown up to the
increased money supply which the
necessities- of war. finance forced
upon us. If the existing money
supply were to contribute actively
and urgently to further inflation-
ary pressures, it would have to
express itself largely in an in-
crease in the velocity of money,
and the impetus for such an in-
crease would have to come from
outside the supply of money. it-
self. It might be said that a real
labor of Sisyphus is' trying to
combat a rise in the velocity of
money by forcing a contraction in
the volume of credit.

_ That is the kind of.reasoning
which was behind my testimony
before the, Senate Banking and
Currency Committee that expan-
sion of bank credit since the end
of the war has not been a major
element in the inflationary pres-
sures which have been generated
in our economy. I said:

“Some of that expansion of
credit was necessary and the rest
played a minor part in creating
existing mflatwnary pressures.
The present mﬂatlonary move-
ment- received its main 1mpetus'
from sharply rising food -prices,
from a first, second, and third
round of wage increases, and from
a high level of -capital expendi-
tures, all operating against the
background of wartime deferred
demands and accumulated liquid
funds of our people, and the
heavy demand for our products
from all narts of the world.”

In partial support of this state-
ment,  which: I know .involves
some elements of the. chicken and
egg argument, I gave the com-
mittee comparative figures of
total demand deposits adjusted
and currency outside 'of banks,
which is one definition of the
money supply. Figures as of June
30, 1948 showed that the money
supply, 50 defined, was $108.3 bil-
lion, which was a reduction of
approxrmately $5.3 billion since
Dec. 31, 1947, and a reduction of
$133 mllllon since June 30, 1947.
In other words, I said, the rise in
the general price level during the
past year has occurred without

Portsmouth Steel

~ Stromberg Carlson, Com.
Texas Eastern Trans.*
South Jersey Gas*

*Prospectus on Request

Bought — Sold — Quoted

I

115 Broadway, New York -
: Telephone: BArclay 7-0100

' Georgia-Pacifc. Plywood*
l
|
i

GoopBopy & Co.

Memben N. Y. Stock Exchange and Other Principal Exchanges

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

any increase in the money supply.l
If 1 had taken’ the .nearest date

‘to -the end- of 'the ~war (end. of
the: comparison :d

August, . 1945),"
with the. figures for June 30,1948,
would: have shown an increase of
$8.3" billion or, 8. 3% in nearly
three years * Bt ;

'Effect of Low lnterest Pollcy i
It may well be argued of:course; |
that' there should : have been ‘no
expansion "of the 'money .supply
during - this period or that there

should ‘have’ beén some contrae- |

tion, growing out of the use of a
substantial budgetary surplus for
anti-inflation - purposes. That is
where some of our-critics say we
have been -mostly’ gt fault, and
that the fault grows out of our
support ‘of the government se-
curity market and our alleged
addiction to low interest rates, I
would have to agree that support
of the government security mar-
ket has restricted our. freedom of
action with respect to restraining
any expansion of bank credit or
the money supply. But, before our
support pohcy is changed or
abandoned in the interests of a
more restrictive credit policy, I
should want to look further down
the road which is:being pointed
out -to us, and further down the
road our country must travel m
these critical days.

What do our critiecs suggest?
Some say that we are wrong to
support government securities at
par or slightly above—that this
invites selling in a supported mar-
ket, whereas if the support price
were slightly below par, say 99,
it would deter selling since the
seller, in most cases, would have
to show a loss on his sales. Other
counselors, also wise“in the ways
of ‘timid investors, say, however,
that another engineered drop in
prices, which would create’ this
loss-sale situation, would also lead
to further selling of government
‘securities to prevent possible fur-
ther losses. They say the urge to
cut losses is at least equal to or

-stronger than the urge to take a

small profit.

That leads to a second group of
critics who say that the engi-
neered decline in prices'should be
to a point at which the yield on
long-term government bonds
would be about 23; %—that such
a yield would provide a living
for insurance companies-and other
institutional investors, that faced
with a loss on sales and a living
wage on purchases, they would
soon become buyers instead of
sellers of long term governments,
and thus ‘our support problem
would disappear. I am not going
into the social-economic question
of “providing a living for insti-
tutional investors.” Quite ‘apart
from such broad considerations,
this suggestion resolves itself into
a matter of judgment, or opinion,
as to the level at which the whole | P
market, including the institutional
investor market, with whatever
aid we might give, would regain
approximate balance under pres-
ent conditions. Would it be at a
price of 95 and a yield of slightly
over 23, % or at 91% and a yield
of 3% or at 83% and a yield of
31 % or where? Opinions differ

—
1 Preliminary estimates for July—
September 1948 show an increase in the
meney supply but at a lesser rate than
in- 1947, so that the year-to-year com-
parison would still show a decline,

(Continued on page 32)

States should interest themselves:

realize what
has been ac-‘_-

tl?e past. 20
years,and who ",
may be - re-:-
sponsible. . for . .
the, accom-
pllshment It
was necessary, . .
first that we
have “ in pri-
vate_ business
en” like* my
predecessors,
Messrs. W, E.
Boeing- and -
P, G. Johnson of the: Boemg Air-
plane Co. and the ‘Boeing Air
Transport, Inc., pioneers of .air
transportation and aircraft manu-
facturing in the West.

We must._also recognize that in
the early 1920s we had men in
government who, like Mr. Boeing
and Mr. Johnson, had faith in the
airplane and its usefulness in
commerce as well as National
Defense. Those farsighted men
decided that the commercial de-
velopment of air transportation
could best be fostered under pri-
vate initiative.. Through the Post
Office Department, which had ac-
tually pioneered the air mail serv-
ice after World War. I, contracts
were made with private. compa-
nies to fly the air mail. When
commercial airlines began in the
middle '20s, we flew air mail al-
most exclusively, with single-
engined - airplanes. - operating at
speeds of about 80 miles an hour
and with almost no aids to navi-
gation. It was a hazardous.enter-
prise, and literally hundreds of
men lost’ their lives.in the pio-
neering, effort of the-Post -Office
and the first commercial airlines.

We realized that we could never
develop major ‘passenger traffic
or other sources of revenue until
we found effective means of com-
munication ' with- the - airplane 'in

W. A, Pntterson

the day ‘advised us that telephone
communications - between' the - air
and the ground could not be ac-
complished. Through the determi-
nation and‘ ingenuity ‘ of ‘Thorpe

decessor companies of United Air
Lines and a man without any for-
mal technical training in-the field
of electronics,  two-way aircraft
radio ‘communication was' devel-
oped. This accomplishment, be-
came a reality within three years
after we were assigned the ‘task
of developing commercial avia-
tion,

During the same period we

planes, and at about the same
time that radio was developed, the
airlines introduced multi-motored
passenger planes. Some of these

planes were developed by United
Air Line’s affiliated company—
the Boeing Aircraft Company. An-
other plane was developed by the
Ford Motor Company—the famous
Ford tri-motor. With these planes,
we advanced from a speed of 80
miles an hour to 110 miles an
hour, and increased our passenger
capacity from a maximum of four
to fourteen passengers. Two

*An address by Mr. Patterson
before the 62nd Iowa Bankers

Convention, Des Moines, Iowa,
Oct, 27, 1948.

1On Behalf of Alr Transportahon

By W. A. PATTERSON*
President, Unifed Air Lines

i Using-springboard that air transportation has become a necessity in -
{ social and economic life, Mr. Patterson describes ‘its progress and -
¢ accomplishments. Lays principal responsibility- for. airline -diffical- .
| ties to Civil Aeronantics Board, which has failed to assist air lines
i to-obtain increase in-mail rates to cover higher operating costs over- -
! last two . years. and. calls. for: mveshgatlon of lt} shwaﬂlslnp over-
.. air lines.

= Bankers not only .in-Iowa but throughout the rest of the United

in air transportation together with

its problems; because air transportatmn today has become-a neces-
sity in our social and economic life,
&

I' wonder how many of you

the air.. The technical experts. of.

Hiscock, an early associate in pre-.

were  also .working . on . new. . air-.

years later,” we introduced the

| first modern low-wing, high spéed
| transport planié known as. the-Boe~ - "
ing 247." “Again 'the ‘spéed ‘was -
.| eredsed; from: 110 mites an’ héur te S
; 150 mxles an hour e .

~ ,Progress Accomplished
Thls progress’ was accomphshed ’

: w:thm a period- of five’ years from - -
| the time  we .were assigned theg 4
respons1b111ty of ‘developing ‘com-" ~

mercral air transportation. -A few" '

| years’ later~anothér advance was
' | made < the’ introduction: of *the -

Douglas DC-3 :transport: plane,.a
gain from 150 to 180 miles an hour
in cruising speed and an increase
in carrying capacity from 10 to 21
passengers.. The Douglas DC-4
airplane with a speed of 230 miles
per hour and a capacity of 44 pas-
sengers, was conceived beiore the
war, and construction of a fleet
was under way when the war
started. . This same plane; desig-
nated by the Army as the C-54,
became the backbone of our mili-
tary transport fleet,

The National Defense value of
air transportation has always
been stressed as one of the over-
all objectives of the Federal avia-
tion program. . The airlines’ Na-
tional Defense value became a
reality in World War II. The first
call we in United Air Lines re-
ceived was at the.time of the at-
tack by the Japs on Dutch Harbor
in Alaska. We were ordered to fly
supplies and ammunition to that
island 'off the Alaskan coast
known as Unmnak. There were no
facilities for navigation. - We per-
formed our mission and continued
service throughout, Alaska during
most of the.war period. :

We were, then -advised that a
service “was. required from San
Francisco to Australia via inter-
mediate pomts in the Pacific, and
such service was to be provrded
daily. None of the personnel of
United Air Lines had ever been.
engaged in-over-ocean flying, and
yet within five weeks from the
time we received the request for
service it was established and op-
erating daily. ' Beyond this there
were hundreds of men in United
Air- Lines -called into the military’
service, It was to a great-extent
around airline  pilots that the
‘Army and Navy’s great Transport
Command and Naval-Air Trans--
port service were established..
Others - were ‘selected to become
leaders in the airborne Troop
Command. Practlcally every im-
portant mission during this war
lnvolvmg the movement of -troops
by air was led by airline pilots of
the United States. The National
Defense value of air transporta--
tion in’ America was proven be-
yond a doubt in World War II.

Even before the end of the war,
plans were completed by the air-
line and the manufacturers -for
the construction of the Douglas
DC-6 with a cruising speed of 300
miles an hour .and a capacity
of 52 passengers plus cargo.

Costs of Starting Air Line

You may be interested in .the
relative cost of starting in the air
transportation business in 1927
compared ‘with today. The first
air mail planes we used cost us
$14,000 apiece. The Douglas DC-6
today will cost us $1,000,000 to
replace, and the Boeing Strato-

\ (Continued on page 39)
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Steel Production \,\:
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production

- Business Failures

‘State of Traﬂe.
~and _Indl_lstry,

J|
* The-intrusion of .Election: Day the past week had a- shghtly de-

* pressing influence on .over-all industrial production, . but. notwlth-
, Standing this, manufacturing .output. compared favorably ‘with the
: high level which obtained. in the corresponding week a year :ago. i

i ~As ‘was true.of ‘previous weeks, ‘strikes .last - week .again. ad-
i versely affected production in some.lines,-as did:shortages of ﬂkllled
{ labor, which continue  unabated in some ‘industries. ' For industry

la whole employment and’ pavrolls remamed moderately steady at
i a high level. | . : ;
. t._$~$‘-r o B . i

The stock market on Wednesday. and rFrida'yv0f last week gave

{ ample evidence of the mvestmg public’s ‘feelings over. the.outcome
of the Election when stock prices on both of those days broke inter-
mittently and left values close to-their low. September levels. ;

Following the initial shock of the unlooked for. defeat of Gover-
! nor Dewey of New York for the Presidency by "the present incum-
bent, Pr esident! Truman, business in genelal must assume: a’ waitlng

. attltude until the 818t Congress convenes.
- .Should President. Truman carry through his campalgn promlse$,
business can. expect the revision or outrlght repeal of the Taft-
Hartley- Act; higher corp(xrata taxes,; new’ minimum wage legislation

and credit’ controla, price controls, Federal Housing and* stepped-up k

f£overnment spending both at home ‘and abroad.
Such a program' can-enly add to-the inflationary spxral that

already besets our -domestic economy and make more difficult the |

return of some semblance. of stability of the economies. of Europe.

- X v " » @ # \

- - Farm income, after advancing to a new. postwar. high in Sep-

tember, reversed.-its course in -October and showed a-drop in receipts

- from the sale of farm produects of 3% under those of-October last
year. the Department. of Agriculture reports.

It further. states that this was the first time since the end of

the war that farm  income fell below that of the corresponding

month of the previous year. -
For the first 10 months of 1948, total income was:reported to

be about 4% above the Jike period last year, reflecting increases |,

over last year during the first eight months of ‘this' year. September
income was a2bout the same as last year. .

The income for the 10-month period was reported at $25,000,000,-
000. -However; not all farmers fared bettér than last year. Receipts
from llvestock and livestock products increased 9%, while income
from crops dropped .3%.

This difference between livestock and crops reflected the fact
that prices for the former increased, while prices for crops declined.
Record crops pulled down' prices, but livestock supplies continued
relatively short, causing some further price-advances.

& @ B g i '

Although Election Day: promoticns encouraged favorable con-
sumer response to many seasonal items the past week, total retail
volume fell fractionally. Dcllar volume continued to be slightly
above that of the corresponding 1947 week. Consuniers were in-
terested largely in Fall and Winter apparel and in gift items. Men’s
and women’s furnishings and accessories were frequently sought
and home: furnishings continued to scll well.

Total wholesale volumne last week -was close, to the high level
of recent weeks and declines in some sections were generally offset
by-advances in others: Prompt delivery was requested by numerous
- buyers. Winter apparel continued to be ordered in considerable vol-
‘ume with numerous orders for Spring styles booked.

STEEL OUTPUT CURRENTLY SCHEDULED AT HIGHEST RATE
"IN HISTORY OF THE INDUSTRY

. The election,caught all steelmakers off base on their hopes and
rredictions, so they will find the next four years just as difficult
- to take as they have the last 16, according to “The Iron Age,” national
metalworking weekly, in its current summary of the steel trade, .

Voluntary allocations, which the industry thought it had settled,
are anything but settled. Most steel officials had expected that by
the end.of February that plan would be out. the window, ‘but, states
the magazmt‘, the voluntary allocation plan is now the only thing
that stands in the way of a straitjacket, government imposed
a2llocation plan—something that would be extremely hard to get rid
of once it was fastened down.

. Some form of allocations is in order as long as the steel shortages
exists, and this trade authority predicis that it will exist for the
next six months at least, and maybe much longer. If steel heads
can convince the Administration that they again have falth in the
voluntary allocation plan—with a few reservations—there is a chance
that there wiil be po strict law. . -

Steel people have claimed, and still claim, that steel prices
must be tuned to raw material, freight and wage. costs. If these
go up'se will steel prices, say steel leaders. That may be true—it
would have been truer if Mr. Dewey had-won. Cautiousness will
be the watchword on steel prices for the simple reason that a bear
trap with price teeth in it threatens the industry.

Steel prices may not be advanced on an overall basis until and
unless steel wages go up again.- There is no bar to changes in
“extra’ charges to bring special services inlo line with higher costs.
This may be in the offing at any time.

Possible Taft -Hartley bill changes niean little {o steel people
The strength of the United Steelworkers prevents any change in rela-

. tions between steel companies and the union. The only possible part
a revision mrght play would be in strike provision changes. As the
-law stands now it is highly lmprobable that steel labor would strike
,over social secyrity- or .pension controversies—or even over wages:
‘But -if the law should be changed to ‘make strikes easier for labor,
-on¢ might develon in stec! next year—lf a wage impasse comes, the
magazme points out.

Hcarmos now. on “the basing_point . vs. f.o.b, ‘il will be no

o WA e

Observatwns :

By A. WILFRED MAY

..MORE ELECTION ERRORS!

As Wlth Great Britain, Whistling-in-the-Dark Over’ the
‘Results Will Make ‘Us Deserve Socialization

Mxlhons of ‘words and tons.of mewsprint- are of course bemg
poured forth in explanation of the universal mls—forecastmg of the
Election results.  But'of even greater 1rnportance is it that in'the
not-too-distant futurc reams of excuses will again be poured forth-—
but. this time for, our present riistaking of the
lt\;'ue tmplzcations of what actuzlly happened on

ov .

qu, whether or- not motlvated by wishful
whnsthng—m—the dark, the air is being filled with
maost unrealistie mlmmlzatlon of the portent from -

‘eéven staunch believers of free enterprlse. ’

- Such self-soothing consolation-is taking the
ferm of assertions: like the following: y
(D Campalgn oratory and promlses can, be :
discounted. - :
(2) Truman is not a Commumst
: (3) -Dewey’s “right” wmg ism would have
set the stage for Commumsm in 1952, s
& -(4):Dewey’s = “concealed” ' left’ wing- ism -
would have made the New Deal perpetual. = - -
" 7 (5) Dewey . and: Truman are really”’
.Tweedle-dum and' Tweedle-dee; and Dewey -
(a-district. attorney-with-moustache) would not A. Wilfred May
' have made a better President than Truman. A )

- (6)- Dewey w1th a Democratic Congress-would have been even

more disastrous, -

(7 Trurﬁm s promised farewell—to-offlce after thig term W111 .

" lessen his demagoguery.
(8) A press poll (!) concluding that the new Congress will
-strike price-control from ‘Truman’s program, 1nd1cates that antlcl-
- pations of its'radicalism are exaggerated. " *
(9). By “Wall ‘Streeters—high Federal spending,.inflated na-
tional' income and Keynesian weapons-m-the-closet may after-all
: entaﬂ a higher stock market.

The  Close- Flttmg British Pattern

Apart from the traditional worldwide foible of shuttmg our eyes
to-a program clearly stated by a Lenin.or written in a Mein Kampf

in the comforting faith that “somehow "it can’t be. so,” the clear

pattern for our present: behavior was set in the British public’s atti-
tude toward the victory of the. Labor party in the elections of 1945
(whose result was almost equally surprising).

It is this writer’s deep .conviction that ‘it is absolutely vital for
‘Americans caring for our freedoms in this November of 1948, to stop-
look-and-listen in detailed examination of the British pubhcs com-
placency toward its impending slide into’ full-scale 'planning and
collectivism. “The apologias of the Beveridges, the Laskis and the
Shinwell’s were of course to be taken for granted: it is the completely
misguided judgments and inferences by the middle-grounders and
the liberal pro-capitalists that are so significant. )

As an instance of the post-election complacency of Britishers
the London correspondent of the New York “Times”.cabled the fol-
lowing on-the-spot interpretation July 26, 1945, the day after the
election results were announced:

“TIME HELD TO.BAR. LABORITE REFORM.. as
“British. Business Gives Regime 5-Year Limit, unth Little
Chance of Nationalization -

“LONDON—Bntams business commumty is takmg the Labor'

party victory in stride because it is convinced that the new Gov-
ernment will find no time in the next five years to experiment
with nationalization of industries other than coal or power . ..”

That “Muddle-Through” on Both Sides of the Atlantic

The following day, July 27, the “Times” reported this highly |’

significant reaction from London:
.“Today, as on the day after a national election in America
[stc], the Conservatives conceded they . had. over-stated.their fears
~in the heat of election and were ready to grant that the country
could ‘muddle through’ without disaster regardless of the party
in power.”

The many good Americans comforting themselves with the sup-
posed harmlessness of our New Dealism. and ‘“mildness” of our
laborites of the PAC and PAC-type, will get scant comfort from the
following on-the-spot analogy offered by our British brethren:

“LONDON, Aug. 8, 1945—What has havpened in British poli-
tics in the lust month can be translated into American terms by
. imagining that Sidney Hillman’s Political Action Committee, having

(Continued on page 47)

(Contlnued on page 29)
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Time Inc.
Kingan & Co.
: McGraw (F.H.) & Co.
American Maize Products Co.
Bought—Sold—Quoted '

FREDERIG H. HATCH & GO.FING-

" Established 1888 -
MEMBERS N. Y. SECURITY DEALERS.ASSOCIATION: ° -
83 Wall Street, New York 5, N. Y. ~ ' . “Béll Teletype NY 1:897

| Co., is Vice-~
fChairman, .

NY. Socurlty Dealers
To Hold Annual Dinner

The New York Security Dealers
Association’ will hold their annual
dinner Dec. °
10.in. the.

Grand-: Ball-
Room- of the

: Waldorf As-;’

‘toria Hote] at’
7:30 p.m. Tlck- !
ets are $12.50.

- George Sea-
right, -~ Aetna’
Securitiesx

., Corp.isChair-"

man - of the;

dinner. - Mel-",

ville' S. Wlen,

M. S. Wien &* S—
George A. Selrlllt,
Chester . E, :de

i | Willers, C. E. de Willers: & Co., o is
: Chalrman of Special Events, and
i -Michael Groewney; Growney & Co., :
:| is.in: charge -of Hotel Reservatio"ns.
| John J. .O’Kane, Jr.,
‘| O’Kane, Jr. & Co., is Chairman of

John J.

thes Entertainment Committee,

3 f‘BuSinéss :
“Man’s
Bookshelf

: I” Quit Monster Business—An -
appeal for- independent, decen-
tralized enterprise, with specific
plans for preventing trend toward
collectivism being produced, the
author believes, by huge private
“economic states” —Public Rela-
tions, Inc., 522 Fifth Avenue, New
York 18, N, Y. — paper — 50c —
(lower rate for quantity orders).

Crime of Inflatienh, The—How to
restore the Purchasing Power of
the Dollar—Edwin Hopkins—Ed-
win Hopkins, 255 West 43d Street,
New York 18, N. Y.~—paper—$4.00.

Employment, Production and
Income in the Chicago Industrial
Area—W. E. Hoadley, Jr.,, and
C. G. Wright—Federal  Reserve
Bank of Chicago, 230 South La
Salle Street Chxcago, I1l.—paper.

lndustry w:de Bargaining —
Leo Wolman—The Foundation for
Economic Education, Inc., Irving-
ton-on-Hudson, New York—paper,

.With J. A. White & Co..

(Special to THE - FINANCIAL ' CHRONICLE) ~ v
CINCINNATI, O—William E.
Stanton has become affliated with
J. A. White & Co., Union Central
Bldg. He was formerly with the
Provident Savings Bank & Trust
Company.

With Browning & Co. :

(Special to THE FINANCIAL CHRONICLE) )
CINCINNATI, O.— Browning
and Company, Union Trust Bldg.,
have added Jay W. Dick to their

staff.

AMERICAN MADE
MARKETS IN

CANADIAN-}'
SECURITIES
International Petroleum Co. :

Standard Oil of N. J.

| BART SwITH &00.

52 WILLIAM ST.; N..¥. 5 . HAnover 2-0080. ‘
Bell Teletype NY 1-395

CWew YOrk " . ‘Montreal: - -.loni?-n

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




. - currency, if they are conserved
for the support of that currency,
“and limited to use to meet our
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‘Spahr Replies to Leffingwell -

Executlve Vice-President of Economists’ National Committee on Monetary Pohcy takes issue wnth state-
ments by Chairman of Board of J. P. Morgan & Co., regarding restoration of redeemable gold currency. .’

Dr. Walter E. Spahr, Professor of Economics at New York University, and Executive
Vice-President of the Economists’ National Committee on Monetary Policy, in the Novem-
ber issue of “Monetary Notes,” published by this organization, replies serially to statements|
of Mr. R. C. Leffingwell, Chairman.of the Board of J.. P. Morgan & Co., relating to-a_gold

currency as contained in an article in “Fortune,” which also appeared in the “Chromclel” o

issue of Oct. 7 1948 (p. 6).°

Walter E. Spahr R. C. Lefiingwell

The text of Dr. Spahr’s obser-
vations follows:

In an article on “How to Control
Inflation” in “Fortune” (October,
1948), Mr. Russell C, Leffingwell,
Chalrman of the Board of J. P.
Morgan & Co., in a sectxon on
“Gold Currency - said:

“Some suggest as a remedy | ‘for
inflation the return to gold cur-
rency, Yet gold circulation never
gave immunity from booms and
busts. It did not do .so in the
hundred years of peace from Na-
poleon to the Kaiser, It did not
prevent the inflation of the late
Twenties or the deflatlon of the
early Thirties,

“Our gold reserves are suffL-
cient now.to maintain a sound

external obligations. ,

“The dollar is the most . gen—
erally acceptable currency in the

.world. As such it has to bear the
burden of much of the world’s
trade; and the best hope of the
future is that other currencies will
ultimately be based on a dollar
exchange standard. That would
mean our gold regerves would be-
come in effect the world’s gold
reserve,

“We have a very sound gold
standard currency today. It has
proved itself able’ to meet . the
gold export demands of the great-
est war of all time, when we were

PHILADELPHIA '
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WISCONSIN

POWER & LIGHT
COMMON

Pros;mtus on lequest

BUCKLEY SECURITlES
CORPORATION

1420 Walnut St. 44 Wall Street
Philadelphia 2, New York 5
PEnnypacker 5-5976 WHltehall 3- 7253
Private Wire System beiween
Philadelphia, New York and Los. Angeles

ouymg and
abroad and were lendleasing our
exports and not being paid for
them; a currency able so far to
meet the postwar world adjust-
ments in what -is -the gravest
peacetime economic crisis .the
world has ever endured Our
job today is to keep our currency
good for our own needs and for
our world responsibilities, in
peace or war, not to tinker with
it, p
“The result of paym ‘gold out
of our reserves, into the hands
of the people for domestic circu-
lation might be-to create, in pani.
or wartime, an insufficiericy of
reserves in our Federal Reserve
Banks. This would - weaken our
defenses in case of war, and might
convert a possible recession into a
disastrous deﬂati‘on in time of
peace.

“The placc for our gold is in thc
reserves of our Federal Reserve
Banks, ‘not in the pockets: of the
people. - In the reserves it gives

confidence at- home and is avail-’

able to meet our obligations, and
perhaps our necessities, abroad.
We: do not need-a gold coin or
gold certificate currency, but a
gold standard currency. That ig
what we_ have. Let us not med-
dle with it.” . .« . 0, .,

The . opinions' expressed by Mr.
Leffingwell :are widely held- to-
day. At the sume time there are
many people who believe that the
United States should return to a
redeemable money and "a.thor-
ough-going gold . standard. 1t is
important that. as many people as
possible, . particularly -Congress
and the Federal . Administration,
understand the, issues involved in
these two systems so that the
adoption of either may be the
result of an understanding of the
virtues .and defects inherent in
cach.

Since Mr, Leffmewell is a man
of ‘'wide ‘experience and respon-
sibility in the fields of monetary
and fiscal affairs, his opinions de-
serve, ‘and doubtless will receive,
careful  consideration. If the op-
posing views -have validity . it
would seem to follow that it is

‘ST.'LOUIS

STix & Co.
. |NVESTMENT SECURITIES
5.0.9 OLIVE; STREET

St.Louis 1,Mo.

Members St. Louis Stock Exchange
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H. M. Bylleshy & Company
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8tock Exchange Bldg., Phila. 2

NORTHWEST MINING -
SECURITIES -

For Immediate Execution of Orders .
or Quotes call TWX Sp-43 on Floor
of Exchange’ from 10:45 to"11:30
AM., Pac. Std. Time: Sp-82 at
other hours, '
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Brokers - Dealers - Underwriters
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desirable to measure them against
his statements thus making. as
clear as possible the bastc 1ssues
involved.

The specific statements of Mr
Leffingwell on which~ I wnsh to
comment follow

« X s I
Leffingwell: “Some suggest asia
remedy for inflation the return fo
gold currency. Yet gold ,circula-.
iion never gave immunity from
booms and busts. It did not do
£0 in.the hundred years of peade
from Napoleon to the Kaiser. It
did- not prevent the inflation -¢f
the late Twenties or the deflatlo;n

oi‘the early Thirties.”

Spahr: I should state the ‘issue
involved here as follows:: The
causes of .booms and busts arise
not from one force but from~ sev-
eral or many. Similarly, the
counteracting or corrective- forces
are several or many. There is,
apparently, no valid basis for the
assunption, sometimes ddvance
that the introduction of a certam
single program or mechanism can
prevent a hoom or its termmatlon

No monetary system thus fa/r
employed by man ever “gave!imt
munity from booms or.busts.” A

ing or falling prices or a boom of'
a business recession, but it should
be helpful in at least two ways:
(a) in holding ‘down -an overs

‘extension of - credit ‘and ‘(b). in

encouraging production and long:
time ‘commitments.because of‘1he
soundnress of the_natmns money
This point (b) is of greatest im-
portance to us all, but it is almost
completely -ignored today. /|

One may net properly. suggest
that a gold currency system is der
fective because it does not give
the immunities mentioned. Our
present. type of monetary syctem
sa widely approved, has not.given
immunity from a boem, nor did it

give immunity from the business
ecession of 1937-1938 which was

sharper, for the period involved,
than that of .1920-1921. " Nor- is
there any good basis, apparently
for  supposing - that the presenp
monetary system can proyide-ims
munity against a future busmess
recession,

If, thcrefore, a gold curlencv

‘system is {o be condemned - on

the ground that it does not give
lmmumty from™ booms’ and

etary  system: be similarly con
demned,
one,
.. There is probably no 1nstltut101}
known to man-that cainot be un+
dermined or destroyed if mankind
(usually government officials
abuses it sufficiently. But it i
a mistake to.blame the gold stand;
ard and system for ‘man’s abusé
of credit, for:his widespread .de+
structxveness in going to war, for
the mismanagement of a nation’s
economy by government officials.

A pertinent question is .this},
Has the world sulfered more frony
irredeemablé “paper monéy~ or
more from a redcemable currency
in so far as the monetary. system
is a contributing - factor "to - buslf
ness ‘confidence, stability,' reces+
sions, and depressxons" I believe
the evidence is clear that next to
war, irredeemable paper :money
has been cne of the greatest evils
that have' afflicted mankind, and
that gold and silver have had a
very different history. if it is prop=
erly interpreted.

A gold standard and redeemable
paper mcney contribute to confl-
dence, if there is any proper basis

including . our "presen

| busts,”-so should every other mon{

gltlzed for FRASER

for it, not to booms. It is badly
(Continued on page 36)

gold standard cannot prevent ris-|. .

we are handing over our trade

ests.
and 83.85%, respectively. .

basis of January-June figures, U.

and 61. 47%, respectively.

Total Trade With
. Alpania“
Bulgaria
Czechoslovakia
“Finland
Hungary -
riPoland” .-
Rumznia *
-“Russia
-Yugcslavia

the principal members of the Eastern Bloc is
expected . to. amount to $230,826,000 compared
with $525,160,00) in 1947, and.$936,589,000 in 1946, declmes of 31. 28%

. £0.04

. 17.66

U S.and U. K. Trade
With the East

By DR. MAX WINKLER
Bernard Winkler & Co..

Inte;nahonal finance authority cites data showing extent:to- whxch

with Russian orbit to England’

because of our ideological qualms.

: A]though the United Kingdom is primarily responsible for the.
policy which the so-called Western Bloe, headed by the United States,
nas peen pursuing with respect to Moscow, it

is -significant that Britain does not permit her

ideological - d:fference ‘with the. Kremlin to in-

terféere with her economic ang financial inter-

Her - trade for the current year with the-

U.S.S.R. and the countries within the Russ.an

Lorbit .is expected to amount to £122,680,000 (or

sbout $595 million) compared with £100 990,000

(or about $407 million) last year and £ 66, 730,000 -

{or.about-$269 million) for 1946, gams oi 21 04%' ’

Effect on U, S, Trade

In_the United States, the .East-West. tension
is.permitted ta influence’ rather markedly com-
mercial relations between the two areas,

-On the
S. trade with

Dr. Max Winkler

Detalls are pmsented hereunder

U: K. Trade With the Eastern Bloc
(Flgures are in mlll.on pounds)

1948 1947
£0.55
0.14
16.43
39.55

415

1156+
0.22
21.89
6.5

1946
£0.50

8.52
22.48
03T e
: 11.48 bl e
. 0.09

16.12

7.23

036 -
16.74
40.36
.7.44

3.36
. 29.46
7.2

= Total U K. Trade
Trade with East:
: Percent of Total

Totul U.$. Trade With
Czeclxodovakl'l
Finland
Poland
Russia
Yugoslavia

£3,602.00

r‘.:Esﬁmaled, on basis. of January-June. figures.

U. S.-Trade With Eastern Bloc
(Figures in thousand dollars)

$102,970

164,968 . -
122,072

£2,266.00
66.73
2.95%
|
i

£2,984.00
100.99
3.38%

122.68
3.43%

1946
$125.483
43,334
1184014
458,275
125,483

1947
$72,391
99,090
700,052
226,605
36,962

#1948
59,990

10,826 .

Total U. S. Trade
" Trade with East_________ .
‘Percent of Total

successfully to achieve,

$20,088,066 $14,676,171 $14,319,406. .
360,826

936,589
6.57%

525,100

1.80% 3.58%

* Estimated on basis of January-June flgures . %
¥ Represents only U. S. exports to Poland.
I Includes . U. S. exports of $183,849,000 and imports of only -$165,000.

. One.is tempted 1o speculate as to the extent to which England is
benefiting economically at the expense: of the United States which is
permitting. her ideclogical differences with Moscow to affect her
trade with the East, thereby depriving American business of securing
legitimate profits which would be- aceruing if economics could be
divorced from politics which the Brmsh appear to have been able

the -mechani-*
cal aspects of
a proposed
new consoli-
dation will
,meet in Chi-
cago on Nov.
12, Lloyd
Birchard,
Chairman of
the group, has
announced in
Cleveland.

As noted in
previous is-
suesofthe
“Chronicle,” a
plan has been
under con-

sideration- of merging six ex-
changes in the Mid-West area,

Homer P. Hargrave .

to Detroit, the exchanges of Chi-

.proposed merger,”

which would include in addltlon,

Mid-West Market Merger Still Under Dlscusslon :

Detroit Stock Exchange withdraws from discussions of proposed
consolidation, but Homer P. Hargrave, Chairman of Chicago. Stock--
Exchange, says study of plan will continue.  New Orleans Stock-
Exchange may enter combination: : o .
"Despite the announcement on’ Oct. 20, by the Governing Com-'-
mlttee of the Detroit Stock Exchange, that the membership had voted -

to - discontinue .discussions relative to'the proposed foundation of “a
Mid-West Stock Exchange a sub-committee that has been studymg -

cago, Cleveland, Cmcmnatl, i
Louis and Minneapolis. According -

to a -dispatch of the ‘Associated . -

Press of Oct. 21, Homer P. Har-
grave, Chairman- of the Chicago
Stock Exchange, said the decision
by the Detroit exchange to with-.
draw from discussions of the pro-
posed merger “will not .affeet
further. study of the plan.” “The
said Hargrave,
“is in a preliminary, study stage,
and the study will go right along.
It may be completed by the mid-
dle.. of November or first of
December.” It is reported .that
revresentatives from the New
Orleans Exchange also would be
invited to attend the next general
meeting of the general committee
on the consolidation to be held in
the near future.
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" From Washington

Ahead

By CARTVISLE BARGERQN

offthe News.

" krom’all of the heartaches and grief caused by the unexpected
cutcome of the eleetton, there comes at least one storv which this cor-
respondent is happy to report—the reemergence of Jouett Shouse

It was he who took over the Dem-

into the national political picture.

ocratic wreck- ¢ .

age after the
1928 election
,and built up
an organiza-
tionwhich
made it pos-
sible for
Roosevelt to
win in 1932,
"He got kicked.
around pretty
badly by the
Roosevelt
crowd because
of his associa-
tion with Al
. Smith, and be-~
. . fore the 1936
.campaign had formed the Liberty
League, which .sought to .defeat
Roosevelt for a second term. He
. had been off the party reservation
ever since, having been a Willkie
Democrat in 1940.
" But he always insisted he was
still a Democrat and .this year
_.when the days were darkest for
Trumazn he aanounced his support
of him. His friends thought there
must be something perverse in his
political ~nature, . that he just
couldn’t stand being with a win-
ner. He coniributed to Truman’s
campaign when contributors were
sorely needed and helped other-
wise. T
“When the Washington corre-
spondents indulge in their usual
pastime of picking a Cabinet, they
had better keep Jouett in mind.
He is.,of that calibre.

Carlisle Bargeron

. As an example of what is now
fo come among the Republicans,
one  of ‘Stassen’s: henchmen has
lost no time in planting a story
in a: Washington newspaper to
the effect that “party big-wigs”
all- over the country have moved
on Strssen urging him to take
over the task of rebuilding the
party.  His youth and vigor and
liberal ideas, etc. These “party
big-wigs,” we are told, are pre-
pared to’back him to the limit
financially. s

In the first place, it is doubt-
ful if these “big-wigs” have yet
been able to get out of the steam-
rocms and the hands of their
rubbers. But we shall be hearing
more of Mr. Stassen. Notiwith-
standing the Republicans nomi-
nated a “Liberal” in. ’40 and
Dewey as-'a “Liberal” in ’44 and
’48, apparently they haven’t yet
gone “Liberal” enough,

Some day, maybe, they will get
around to rominating a Republi-
can.. The fact is, of course that
the -word “Republican” figured
only sligatly, if any, in the recent
campaign. It was a Dewey-War-
ren- eampaign, something sepa-
rate and apart from the Republi-
can Party. In several States; not-
ably - Tennessee, . there were
Dewey-Warren or ganizations
worki~g at cross purposes with
the Republican State organiza-
tions. ,

Day bv day, Mr. Truman ham-
mered at the record of the 80th
Congress. Bob Taft, a Republican,
would have torn him to pieces on
this Issue.. Dewey, apparently,
considered it to: be the business
of “those Republicans” with
whom he had but slight associa-
tion, no more than he had to have
for appearance’s sake.

From the outset, the Republican
high command knew, regardless
of the polls that control of the
Senate Wwas in jeopardy and with-
in_the lsst two or three weeks,
were prepared fo write off a loss
iri the House, though not control.
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This apparently did -not -disturb
them. It never occurred to them
that this meant Dewey, himself,
was in troubie, - L

It takes orgarjization and is-
sues to win elections.” We are so
mentally confused by the one-man
~nla of Roosevelt that we lose
sight cf this. Each candidate for
(2cogress and for the Senate is-an
integral part of a National cam-
paign.
scores of . Democratic . Congres-
sional. candidates, helped by La-
bor,” that ‘brought "about - Mr.
Truman’s triumph. Labor d'd nog
con~ider him personzlly worth an
investment.

The columnists and. commen-
tators throughout the campaign
drummed away at the. theme that
Dewey ‘was” something .difierent
from the party, that he intended
to get rid of the “reactionary”
and “isolationist” elements .when
he got'in. Dewey never repudi-
ated this; instead, his actions sup-
ported. it,’ o &

Regardless. now of the'Gover-
nor’s position as- titular  leader,
whatever tkat is, and of the push
to ‘be made for Stassen, the rem=
rants-of the party are-in the hands
cf Bob Taft and Joe Martin. They
are the ones that are in office,
And it is this writer’'s guess that

they intend to hold ‘onto it. They

are the ones that day by:day :do
the work, make ‘the party record.

|/ They did.it in. the past onlyto

have their party, nominee ignor,
in fart” iry to escape, what they
kad done. - 3 .
There is considerable talk of
putting Carroll Reece back as
ckairman of the National commit-
tee.. - He is unquestionably .the
best organizer tne party has had
in that jcb in this writer's mem-

cry.  And he is the only one|

under whom the party has gained
a victory in 18_years. He isn't
one’ of “‘those “Liberals” and his
appointment would cause a wail-
ing and gnashing of teeth on the
partl of the columnist propagand-
ists.. But some day in some way,
the Republicans have got to be
Republicans. '

Fred Beck Associated
With Chiles, Huey Co.

. (Special to The FINANCIAL CHRONICLE)

OMAHA, NEB.—Fred, Beck has
become associated with Chiles,
Huey Co., Omaha National Bank
Building. Mr. Beck was formerly

manager of the trading depart-:

ment for Burns, Potter & Co., Inc.

A. W. Zucker Co. Is

Formed in New York
Abraham W, Zucker has formed

A.-W: Zucker Co., with offices at

37 Wall Street, New York City, to-

act as municipal bond ‘brokers.
Mr. Zucker was formerly 'cor~
poration and municipal trader for
Mackenzie & Co., Inc., with which
he had been associated for ‘many
years.

Baker & Co. _
Formed in NYC

Baker & Co. is being formed
with offices at 40 Wall Street,
New York City to engage in the
securities business.

It was the work of ‘the’

‘Let's Have Freedom to Compete

By JOHN M, HANCOCK*

Partner Lehman Brothers, Members New York Stock Exchange

. Pleading for freedom to compete in order to- preserve nation’s’ economic. vitality, prominent invest-
-, ment . banker tells Senate Committee virtual identity of prices can result from competition as well
.. as- conspiracy. Combats: assumption most businessmen are inherently law violators and advocates cre-

i ating public: confidence that legislation will not casually change or interfere with rules of business or

. that energy and enterprise will not be frustrated by legal uncertainty or administrative tinkering. .

The hopes of the free world rest on the American' economy. The vitality of our econ-
omy -demands that the individual businessman be given every reasonable freedom to -com-
pete -and every encouragement to do so. Because I believe

cratic way. of

that the future of the demo-

iife—where it
still ‘exists—is
inevitably §
biound up.’
with the
maintenance
of . American
free 'enter-
prise — and

‘never beflore

was this so
clearly true
as now—1
have accepted
your gracious
invilation to
appear . here .
today to dis-
cuss with members of .the sub-
committee your  responsibilities
uhder Senate Resolution 241.

I speak for no one except my-
self. I am appearing for no com-
pany, no organization, and no spe-
cial interest other than that of an
American citizen proud of the
achievements of American indus-
{ry—in peace and ia war—and

John M. ‘Hancock

-interested in the fostering of the

fiee enterprise'systemi as a way of

life. By American industry T mean

all those who comprise it—inves-
tors, labor, management, and the
farmers who supply much of the
raw -material—but not forgetting
that ‘all.of these must truly serve
the broadest public interest, pri-
marily’ our own American con-
sumers. y e

While these ideas and opinions
are my own, I do hope they will
commend themselves to you. *

The resolution directing this in-

quiry states that its purposes “di-
rectly affect the welfare of broad
segments of our population.”
No ‘matter how important at
{irst-glance you may regard pric-
ing . policies to be, this inquiry:
goes far deeper. The areas you
must explore and the .questions
you. wili have to probe are not
only complicated  and "delicate—
they reach ultimately to the bed-
rock of thesprinciples and prem-
ises upon. which the American
wav of life is founded.

Your task is truly formidable.
As I see it, these questions as to
what are to be the legal rules of
pricing touch every businessman,
large ‘and small.” On their sound
resolution’ by the Congress turns
the future development of thou-
sands of cities and towns in which
the savings of our citizens. have
been invested in plant facilities.
What affects those factories will
affect the workers in them—their
jobs, their accumulated technical
experience, their homes, their
families, and the communities in
which 'they live. The wider rip-
ples of Congressional action will
largely affect’ the nation’s trans-
portation system.”

You are not -dealing: with a
{ransitory problern.. You must.deal

with it on a “long range” basis—-

not on the basis of what is good
for America today, but on the
basis of what is best for America

-over many decades ahead.

Your determinations will also
have an- inescapable bearing on
the problems of national security
which are so intimately bound up
witlh the vitality of our industrial
structure.

There is a quite obvious desire

*A statement made by Mr. Han-
cock before the Senate  Trade
Policies ;Committee, Washington,
D. C., Nov. 9, 1948,

to have industry decentralized, but
there are grave questions whether,
in the present line of thinking by
Government, there may not be a
serious handicap to developing
our industrial might beyond its
present state. The primary desire,
asg I see it, should be to increase
our industrial: strength—and the
truly- secondary object should be
to deceatralize it, if that can also
be attained. This problem will
najturaﬂy come ' before the Na-
tional Resources Planning Board,
but the problem is not one for a
hasty answer.

Because of the detailed impact
of these questions upon all busi-
ness, the answers which Congress
will provide will measurably con-
trol the venturing of risk capital
in new enterprises.

'‘Above all, the boundaries
which you mark out on the free-
dom to compete will become im-
portant sign posts either to con-
tinued democratic freedom or .to
economic statism. -

‘This is not theory nor pure
speculation. According to a recent
Dun & : Bradstreet survey the
court and ' commission decisions
which you are examining will
control the pricing and operations
in a majority of basicindustries.
The list rung from automobile
parts to transportation equipment.
It includes.iron, steel, and non-
ferrous metals—machinery of all
kinds—rubber, leather, and textilg
products—food, tobacco, and bev-
erages—containers of all types—
lumber, cement and paper—and
many other products.

These policies “will apply not
only to plants now in being, but
to. plants needed over the' years
for'an' expanding economy and a
growing population, More than
that, they will determine whether
these plants are to be built at all.

Every thread in the industrial
fabric may be strained or stretche:l
or torn apart on some of the the-
ories now said 10 be part of -.the
law of the land.

As a conservalive estimate the
industries affected  represent an
aggregate of over $50,000,000,000

of American investment. They
employ approximately 16,000,000
of American workers. Their fac-
tories are located in every State
of the Union. -
Thus the scope of your inquiry
makes it doubly important that
you do not lose the forest for the
trees —that you do not forget
cardinal principles. '

Necessarily, ‘you will have to
marshal a vast array of economic
data. You must also' disentangle
‘a raveled skein of legal concepts
and knotty verbal wool.

Simple and Important Principles

But vast as may be the eco-
nomic reach of these questions,
however prickly may be the legal
arguments, there are, I believe,
several simple and important
principles controlling the inquiry.
With your permission I should
like to develop a few of these as
a modest contribution to your
labors. '

First, your inquiry is not, T be~
lieve, and should not be in any
sense an attack upon the antitrust
laws: I have never heard any
American businessman urge that
the Serman Antitrust Act be re-
pealed.

The idea of free competition is
part of the American soil. Since
the very beginnings. of American
trade in the days of the Colonies
—from the time that Conestoga
wagons crossed the Alleghanies
carrying goods from seaboard- to
the  new interior—since the time
that flat boats first floated goods
up and down the Ohio and the
Mississippi—in the opening of the
West by wagon train and railroad
—the abhorrence of monopoly and
the' refusal to permit conspiracies
in restraint of trade. have been
articles of politiral faith of the
American people. .

The American businessman
wants to compete and not to con-
spire. He does not believe in
price-fixing conspiracies, and he
knews that they do not work in
his interest. He knows that com-
petition js good for business be-

(Continued on page 38)
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By EDWARD J, DOYLE*

Industry Approaching

President, Commonwealth Edison Company

Mr. Doyle points out ‘growth in uses of electricity is not ended, and though depressions may tempo-
rarily halt it, generating and distribution capacity must be expanded. Holds most serious problem is
necessity of expansion in face of uncertain earnings and rising costs, but looks for greater use of -
teserve capacity and improved load ratios, along with greater operating efficiency, as counter-balancing
factors. Says atomic energy use will aid utilities in solution of fuel problem, while new plant construc-
fion, though high in relation to past will have longer life. Urges avoidance of excessive debt expan-

sion and new rate adjustments,

I do not have to tell you that more and more of the capital which is essential to the sup-
port and expansion of the American industrial system is being supplied under the guid-
ance of skillful investment management. Trust companies, insurance companies and pen-

sion trustees manage the savings
of a larger and larger number of
citizens each year. Individual in-
vestors have learned the advan-
tages of professional assistance
and are making use of it. On the
other hand, business management
welcomes a high level of under-
standing on the part of those who
own its securities and is happy to
inform them and their counsellors
as fully as possible of its prob-
sems and prospects.

Therefore, I think it appropriate
that the rest of my remarks today
be thought of as a report to secur-
ity ‘holders. This report, however,
will be somewhat unconventional
as I shall talk more about the

uture of pur industry than its
past. I shall do so because I as-
ume that you, as trust officers,
‘;:ave a particular interest in what
i3 ahead. You examine the pres-
ent and the past merely to dis-
over the key to the future. This
discussion, therefore, will be of
matters which will influence the
(evelopment of the electric utility
ndustry. While, in general, I shall
gpeak of the industry as a whole,
1 shall have to refer to my own
‘ompany from time to time in
srder to illustrate a particular
»oint. ; .

Just what is the present and
the probable prospective economic
environment in which the electric
atility industry must live? : Is it
one of ‘continued price inflation
or of deflation? Is it one of tech-
1ological development and in-
creased demand for electricity or
of retrenchment? Is it one in
which the sources of capital can
be freely tapped or in which
money will be scarce? Time alone
will answer these questions. There
is little doubt, however,-that .the
utility industry can do.as well as
well as most in an economy of re-
trenchment, shrinking money sup-
ply and lower prices.

The Real Problem

The real problem, in a nutshell,
ig this. Can the regulated utility
industry survive the present pe-
riod of unprecedented expansion
in an inflationary economy with-
out burdening itself for the in-
definite future with too much ca-
pacity, a high cost plant, a' lop-
sided capitalization and insuf-
:iagi"’ent‘earnings on invested capi-

-I"think it can because the per-
manent long-term demand for-our
service is still growing, because
we are- building efficiently to
meet it, because we are avoiding
cxcessive debt and, finally, be-
cause there are evidences that
regulatory bodies and the public
will recognize the necessity of in-
‘cressed charges for our services
i, ‘due to a continuing trend of
rising costs, a fair return on in-
vestors’ money cannot be earned.

The electric power industry is
still indisputably dynamic. As far

s 1 can see. it has been growing
just about as rapidly this year as
it has grown at any time in the
last 20. According to reports, rev-

‘enues increased more in 1947 over

the ‘previous year than they had
since the early twenties and for the

“#An. address by  Mr. Doyle at
the'17th Mid-Continent Trust Con-

- ference of: the- American Bankers
‘ ».Msociatlop; Chicago, Ili;~Nov, 4;

1948,

gse guisfed org/

12 months ended June, 1948, the
increase was greater than for the
12 months ended December, 1947.
I think the increase in kilowatt-
hours generated was slightly

than in the last year, but when
one considers the additions to in-
dustrial plant in that period, this
fact is not remarkable.

The growth in the use of elec-
tric power has been so persistent
as$ to assume the appearance of a
natural force. However, as we all
know, maturity comes eventually
to all industries. It 'is the business
of management and it is your
business as investors to observe
the growth factor and to detect
maturity and. decline in their
earliest phases. "It is, therefore,
perhaps worthwhile to examine
the expansion. which has taken
place and to decide whether it
will continue.

Let me take Edison as an ex-
ample. Demands on our system
have increased 778,000 kilowatts,
:r 48% since 1940, while additions
(0 generating capacity have been
limited to slightly over 420.000
kilowatts, all that could be added
during tfle war. and immediate
postwar period. Thus, demand
1as grown faster than supply. On
several occasions recently, :the
power demands on the system
aave equalled' available capacity.
in other words, our customary re~
serve is gone. We have even asked
7,000 of our larger industrial and

commercial customers to prepare
to' reduce their demands if tem-
porary periods of emergency oc-
cur. This condition exists in many
parts of the country., It presents
real operating problems but it il-
lustrates vividly that electric util-
ity growth.is'not yet finished. *
‘. Residential - use will certainly
continue to ‘rise. . You have all
read . of electric home heating
either by means of the heat pump
or by ceiling panels, The economic
feasibility of this method of heat-
ing is not yet proven but if it
~hould come into general use, it
would increase the killowatt-
hours  supplied -to the average
residential customer. by from 7 to
12 times, with obviously revolu-
lionary effects on the distribution
“ystems of the industry. But even
if one forgets home heating com-
pletely, residential use undoubt-
edly will be doubled through
broader utilization of such well-
accepted appliances as the range,
the home freezer, the water
heater, the dishwasher, the clothes
dryer and: the electric blanket.
Market saturation in these devices
is a long way off. Even in the
field -of home lighting, some ex-
perts expect present intensities to
be at least doubled. In addition
to these well known uses, there
are others which will surely
emerge from the laboratory with
the ‘passage of time,

The President of Hotpoint,
whose company is just completing
here in Chicago a plant which
alone will be able to produce
more - electric ranges ‘than were
produced in the whole' country
before the war, recently. pointed
out that the-era of the domestic
servant has gone for good, and
that labor-saving devices are the

only answer to the housewife’s
problem; - :Mechanization . of the
home offers a tremendous market

b

larger in several of the war years.

for both the appliance manufac-
turer and the utiiity. .

In this connection, it is interest-
ing to observe that while -the
average monthly residential elec-
tric bill in the United States has
increased from $2.99 in 1939 to
$3.80 in June of 1948 due to in-
creased use, the $3.80 represents
a smaller portion of the average
man’s budget than the $2.99 did.
The Bureau.of Labor Statistics
zays that electricity costs amount
to 9/10ths of 1% of the average
man’s budget today as opposed to
1.6% before the war.. Thus, an
optimist might predict that when
the electric utilities through in-
creases in capacity are able again
to promote use vigorously, they
will regain their former share of
the market. If they succeed, they
will receive from the average
residential customer about $75
per year against about $36 in 1939
and about $44 in 1947.

Rural and Commercial Use of
Electricity

Rural use has been growing
very rapidly. Rural customers
and the manufacturers of electri-
cal equipment are just beginning
to appreciate the labor saving pos-
sibilities of electricity on the farm.
The average farmer in our own
territory already uses more than
twice as much' as the average
home and it is expected that his
use will continue to expand more
rapidly.

Commerciar use of electricity
has been expanding vigorously.
These customers offer extensive
opportunity for the application of
air conditioning, air cleaning, ele-
vators, electric stairways and im-
proved lighting. Each remodeling
job in an office building: or an

"| apartment is accompanied by.the

installation of new kilowatts of
demand and-an increase in use.
One company has recently moved
to new quarters in a loop office
building. The - new offices are
completely air conditioned. They
have modern fluorescent lighting |
of adequate intensity, - The kilo-
watt hours used in -this space are
now three times as great as before
the remodeling.

Mechanization, = labor -saving
and increased use of electricity go
hand in . hand = with industrial
progress. Apparently the big
electrical equipment manufactur-
ing companies are turning out
small motors, air conditioning,
drying, heat processing and other
electricity - consuming equipment
in quantities almost great enough
to absorb fully the kilowatts of
generating capacity turned out by
their turbine shops,

It looks then, without going fur-
ther, that the growth in'uses of
electricity” is by no means com-
plete. Depressions may retard it
temporarily but not for long. It is
obvious that intelligent manage-
ment - and -intelligent investors
must include expansion in their
plans for and - analysis- of . the
future.

It is this probability of growth
which holds our confidence:high
while. challenging .our managerial
ability. . Generating capacity:must-
be  expanded.:

necessary construction -program,
estimated for the entire- industry

* .(Continued on page 42)

Maturity?

Distribution: sys-~ |.
tems  must: ‘be. -enlarged : corre-.
spondingly. Money ‘to finance the-

Dealer-Broker Investment
Recommendations and Literature

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

ures as of Sept. 30 on New York
City banks—First Boston Corp.,
100 Broadway, New York 5, N. Y.

Business Booms and Depres-
sions—Chart—Hannaford & Tal-
bot, 513 California Street, San
Francisco 4, Calif. .

Electric Light and Power Indus-
try—Discussion of outlook with
special reference to a group of
unlisted 1ssues—Goodbody & Co.,
115 Broadway, New York 6, N. Y.

Also available is a leaflet on
North American Light & Power,
and a study of Missoeuri Pacific
Reorganization Plan and the Bond
Market.

Insurance Stocks — Analysis —
William R. Staats Co., 640 South
Spring Street, Los Angeles 14,
Calif.

Market Outlook — Leaflet of
comment—Cohu & Co., 1 Wall
Street, New York 5, N. Y.

Outlook for Fire Insurance
Stocks — Circular — Laird, Bissell
& Meeds, 120 Broadway, New
York 5, N. Y. "

Securities—List with comments
—New York Hanseatic Corpora-
tion, 120 Broadway, New York 3,
N. Y.

* #

Admiral Corp.—Circular-—Carl
M. Loeb, Rhoades & Co., 61
Broadway, New York 6, N. Y.

- Atlantic City Electric Co.—~Cir-
cular—Newburger & Co., 1342
Walnut Street, Philadelphia 7, Pa.

Central of Georgia Railroad Co;
—Sutro Bros. & Co., 120 Broad-
way, New York 5, N. Y,

Electric Power & Light—Leaflet
—C. D. Robbins & Co., 810 Broad
Street, Newark 2, N, J.

In the same leaflet is brief in-
formation on Empire District
Electric Co.

Emery Air Freight Corp.—Anal-
ysis—Reynolds & Co., 120 Broad-
way, New York 5, N. Y.

LEureka Corp., Ltd. — Summary
—A.. G. Edwards & Sons, 61
Broadway, New York 6, N. Y.
Also -available -is a special re-
port on Guayana Mines, Ltd.

' Ferry-Morse Seed Co._—-—Cfrcular
—Wm.- C. Roney & Co., Buhl
Building, Detroit 26, Mich.

Firemen’s Fund Insurance . Co.
— Circular — Brush, -Slocumb &
Co., 1 Montgomery Street, San
Francisco 4, Calif, .

Lone Star Gas Co.— Data—
Rauscher, Pierce & Co., Mercan-
tile Bank Building, Dallas 1, Tex

Also available is a circular on
National Tank Co. and Republic
Natural Gas. Co. S, 0 5k

Glenn L. Martin Company —
Bulletin—John H. Lewis & Co,,
63 Wall Street, New York 5, N. Y.

Mountain Fuel Supply—Anal-
ysis—Write for copy attention of
R. H. Burton—Edward L. Burton
&' Company, 160 South Main
Street, Salt Lake City 1, Utah. .

N. O.-Nelson Compapny-—Anal-
ysis—Edward: D, Jones & Co., 300.
ﬂorth Fourth. Street;- St..Louis.2,

0. v o TR

Northern: States. Power: Com-=
‘pany, -Minn.—Special-: writesup—

‘100 W.: Monree- Street;. Chicago' 3,
Ilnois; -~~~ - = o8

Bank Stocks—Comparative fig-"

» et

Old Ben Coaj Corporation—De-
scriptive brochure — Comstock &
Co., 231 South La Salle Street,
Chicago 4, IlL

Oliver Corporation—Analysis—
Eastman, Dillon*& Co., 15 Broad
Street, New York 5, N, Y,

Also available is ‘an analysis of
Sharp & Dohme, Inc. and a bul-
letin on current Railroad develop~ °
ments.

Porismouth Steel Corp.—Circu~
lar—Otis & Co., 120 Broadway,
New York 5, N, Y. -

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

Railrrad Capital Needs — Dis-
cussion— H. Hentz & Co., 60
Beaver Street, New York 4, N. Y.

Also available are data on
American Airlines, Inc,, Wheeling
& Lake Erie, and New Orleans,
Texas & Mexico.

Scruggs - Vandervoort - Barney,
Inc. —Circular—Dempsey-Tegeler - -
& Co., 407 North Eighth Street,
St. Louis 1, Mo. y

Tekas Company — Analysis—E.
F. Hutton & Co., 61 Broadway,
New York 6, N. Y.

United Kingdom 49 Refunding
Loan—Write-up—Zippin & Com-
pany, 208 South La Salle Street,
Chicago 4, 11l

Webster-Chicago Corporation—
Analysis—William A. Fuller & Co.,
209 South La Salle Street, Chi-
cago 4, IlL.

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

Also available is an analysis of
Miles Shoes, Inc.

Ai C. Allyn and -Company,- Inciy

 COMING
EVENTS

In Investmrent Field

- | Nov. 13, 1948 (Chicago, I1.)

Bond Traders Club of Chicago
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. = .

Noy. 15, 1948 (Philadelphia, Pa.)

Investment Women’s Club of
Philadelphia dinner meeting.
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-
vention—details to -be announced
later.

Nov. 18, 1948 (New York City)

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

Nov. 22, 1948 (New York, N. Y.)

Bond Club of New York lunch-
eon meeting at the Bankers Club.
Nov. 24, 1948 (Newark, N. J.)

Bond Club ‘of' New Jersey
luncheon meeting at Robert Treat- -
Hotel, - - - ' -
Deé. 5-10, 1948 (Hollywood, Fla.) -

Investment Bankers Assoclation - .
1948 convention'at the Hollywood -
Beach.Hotel..: .- -. $ e
Dec. 10,1948 (New York, N. 'Y.) -
.- New---York - - Security-Dealers" !

-Association- Annual:Dinner ‘at the ' =

Waldorf-Astoria.
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Elechon 3 Effect on- Busmess

) Professor of Banking, ‘New. York Univetsitytwuw. g s & :
ZDr. Rodgers, after analyzing slgmﬁcant changes in the domestic ‘and international political and economic

By RAYMOND" RODGERS* -

structure which affect future of business, foresees business readjustment due to: (1) end of agncultural
boom; (2) downward swing in demand for consumer goods; and (3) end of accumulation of inven-

tories.

Sees export and housing boom tapering off-and other weak spots appearing in business activ- -

ity, and concludes our enormeus debt and military machine require high level .of economic - actmty to -

The tltle of this talk promlses considerably more than I.can deliver.

maintain them.

Application. of

economic and psychological principles to current statistical data, enables us to form an
opinion as- to probable business developments in the near future, that is, for six months or

so; but for the
dlstant future, -,
we must re]y. p
almost entire- .
1y on faith. In
between these
extremes is
business
“terra in- -
cegnita,” or.at .-
least ' largely
unknown :
ground. “ s

-In‘recent' -
years, how-'..
ever, there’”
have been
great fun-
damental
changes in the domestxc and -in-
ternational political and economic
structures which will' profoundly
affect business in the future. In
fact, . these. changes are so basic
that they ‘can ‘almost be said to
be ‘contrclling factors. By analyz-
ing ‘some of the more important
of - these changes; we can get'a
fairly accurate idea of their im-
pact on future business activities.
Let us make .a . quick  survey of
the more significant.changes.

&

Raymond Rodle’rs

Increasing Socialization of
Government

One of the greatest changes of
our times has been the increasing
socialization of government. This
has been a world-wide trend and
we have been affected less than
other countries—England, tor ex-
ample. But the fact remains. that
we do have a socially minded
government. . This use of the
power cof government in the
fields of social security, educa-
tion, labor, and regulation of
business, will continue —in fact,
may grow. Opinions may differ
as to the ultimate desirability
and need of these socially msp1red
activities, but there can be mo
question as to their cost. More
government means more expense
regardless of political promises to
the conirary.

“The hLeavy cost of the armed
peace is another economic factor
of the greatest importance.. In the
fiscal year ending July 1949, the
military establishment will cost us
approximately $13 billion.. Par-
ticipation in international affairs,
especially foreiga aid financing—
which it is claimed are forms of
national defense—will cost an ad-
ditional $7 billion, it is estimated.
Thus, we are spending annually
some $20 billion because- of -the
world political - uncertainty. It
may come as a shock to some of
you to hear this terrific cost of
preparing  for future wars!. But
consider also that the expendi-
tures for past wars, in the form of
. veterans’ benefits and interest on
the public- debt, will require
nearly $13 billion more. This
gives us a combined annual total
of some $33 billion which cannot
be reduced very much in the near
future. As a matter, of fact, it
will, in all probability, be in-
créased. And, of course, the many
other operations of government
“will cost a few more billion.

Amortization of our public debt
of more than $250 billion will, on
a very minimum basis, require an
additional $3 to $5 billion' an-
nually, if we start to amortize lt
—and we ;:ertamly should.

#*An address by Dr. Rodgers be-
fore the Triple Cities Association
of Credit Men, Bmghamton, N. Y,
.. Nov. 10 1948, "

9 here to stay!
+{'bé. able’to mamtam the ‘present ),
“| tax rate unless we can keep arma-
I ment expendxtures at reasonable
.| levels, and can’ control - inflation,

!the" debt

. -Inevitably, .the Federal budget
of the future will be several times
the prewar total. To be specific,
it is difficult to visualize a na-
tional budget of. less. than .$35 to
$40 . billion -
{uture

ngh Taxes to’ Stgy

Thls means- that. high taxes. arg:
In fact, we shall not

'and " can refrain- from, embarkmg
on new. spending ‘programs. As a
matter of fact, rearmament and
other military expenditures in
1949-50 now promise to unbalance
the budget or to force a tax in-
crease,

.~ While we hope that rxgld econ-
omy  and increased efficiency in
government will free .us from a
continuation - of. the  “increased
taxes,. increased borrowing” phil-
osophy of recent years, let us.not
deceive ' ourselves; most of the
large items in our budget can be
slashed but little, if any.

" .The economic implications of
our $250 billion public debt are

not fully appreciated by most |

Americans. Throughout our en-
tire history, we were fortunate
enough to escape the many bur-
dens of a large public debt. Now,
when we, almost overnight, find
ourselves burdened with the
greatest public debt the world has
ever known, we find it difficult to
realize what it means to us and
to our children. Yet our debt is
so large that we must manage it
or it will manage us.

Effects of Debt Management

Debt management, however,
sooner or later forces the govern-
ment to enter, and at times dom-
inate, the fields of money, credit,
and investment. Our high debt
makes the Treasury more power-
ful in money and credit than the
commercial bankers or the Fed-
eral Reserve authorities, our tra-
ditional money and credit man-
agers. For example, the Federal
Reserve efforts to contract credit
and fight inflation are largely
nullified by the recessity of sup-
porting the market prices of gov-
ernment bonds. © Since last No-
vember, more than $8 billion of
government bonds were purchased
in the market support program.
Fortunately, during the same pe-
riod they were able to sell Treas-
ury bills and Certificates of In-
debtedness in such volume that
their: holdings of government is-
sues declined about $1 billion, so
that there was at least some re-
duction of Federal Reserve credit,

Maintenance of artificially low
interest rates on our public debt—
which means market support of
current issues—has been possible
during the past year, because of
the cash surplus of the Treasury.
So long as we have a cash bud-
get surplus, credit restrictive
measures can be applied with one
hand and market support given
with the other. But once the cash
surplus disappears—and it may
disappear in the near future —
market support will have to be
abandoned, unless the monetary
authormes are given new powers
by the Congress.

It is highly imnrobable that the
low. interest rates will be aban-
doned, because of the great size of

in the foreseeable,
-~| possible:that the Congress may be
|willing" to take. the- responsibility

- This" means: -that “the'"

fight on -inflation will not be
pressed too vigorously by the
monetary authorities, unless in-
flation - gets completely out of
hand, ard, barring war, I see little
prospect of that.” Of course, it is

for deflation "and “vete ‘new credit
and other: contnols, but I person-

ally,, doubt it.

1£,© however, despxte our:- best
efforts the armed: peace should be
succeeded by armed war, then we

should:expect:a_ great "deal .more|:

of "inflation, or ‘government con-
trols of all sorts, such -as. ration-
ing,. allocation, .control. of man-
power, and so on. These controls,
particularly . .those . .on business,
will - undoubtedly be  far..more
drastic than in World: War II. In
fact, business will be’so controlled
by. the government that it is idle
to speculate . on just what the
business pattern would be. I has-
ten to add:that I do not ‘expect
war, I am' convinced that the
Russians do not want war as they
believe . we. are. headed for' such
a serious .depression ' that their

American-stooges will be able to :

take over without difficulty. .

If, as I anticipate, we shall have
no war, and, of course, no hys-
terical preparation for war with
expendxtures in excess of ,those 1

enumerated ‘earlier, then it seems

to me that, a busmess read]ust—
ment is in the making.

Grounds of Business
Readjustment

My belief that we are ap-
proaching a business readjustment
is based on many reasons and
facts, the more important of
which I shall now discuss.

The agricultural boom, which
has exerted so much inflationary
pressure because of the effect of
rising food prices on. wages, has
come to an end. A record har-
vest, nearly 13% greater than last
year and 8% greater than the
previous peak yield of 1946, has
brought back our great prewar
economic headache of farm prod-
uct surpluses. The increased yield
of some of the more important

crops is really phenomenal. Corn,
for - example, . with. “a -yield: of:
3,567,955 000 bushels, is 49% high-

|er than last year and 27% more
,’| than the-:1937-46 -10-~year - aver-
‘| age. ‘Oats produtcion of 1,492,957,~

000 bushels is 22% greater than
last year, and 21% over the.10-
year average. Wheat. production
of 1,285,770,000 bushels, while 6%
less than last- year,. is neverthe-
less 36% above the 10-year level.
The cotton crop of 15.2 millien
bales is 28% larger than the 11.9
million bales of last year, and
27% higher than the 1937-46 aver-
age. yield.

As you might expect from such
bumper crops, there have been
spectacular breaks in. their mar-
ket prices, ranging from a decline
of 48% from the 1948 high for
oats to a 20% drop for cotton.

'Wheat has actually dropped-1.5%

below the government. - support
level and cotton is resting on the
government price.  Corn’ is- still
somewhat * above ° the: . suppert

level, but .that' is. largely because |

hogs. are -nearly:50%.. above. their
price floor. and, as you know,,mos.t
corn goes 'to, market: m the form
of pork SUA e - '

Cash "in¢ome: of farmers whlch
ranged from.$7 billion in‘ 1935 .to
nearly $9 billion in 1937 and-av-
eraged $8 billion in the 1935-39
period, reached a record  high
level of more than $30 billion: last
year. ‘Despite this extremely high
level and the greatest crop .of all
time, farm income cannot.
disastrously as it did in 1921 and
the early 30s because of govern-
ment. price. support. Nonetheless,
the agricultural price: honeymoon |:
is over and the psychology of the
farmers. will' be adversely af—
fected,

With the big exception of auto-~
mobiles, - the consumer : goods
boom seems to-have reached the
end of the upward swing. . In-
creasing sales pressure is neces-
sary. to maintain volume in the
household apphance field. Dis-
counts {rom list prices are being
given "here and there. Contests,
bonuses, and all of the old—fash-
ioned sales razzle-dazzle are being
used. None-automatic washing
machines are backing up in the
warehouses. Vacuum cleaner sales
in September dropped 155% be-
low last year. Serious price cut-
ting has started in men’s suits.
Price reductions are’ being used
more and: more to move women’s
wear, Sales volume has been
down for several months on shoes.
In cotton textiles, the New Eng-
land mills are now beginning to
go on a.reduced schedule because
of lack of orders, and as early as
last May the Southern mills re-
duced production somewhat -be-

cause demand has been over-
taken in some lines, Luxury

shrink

goods ‘of ‘all kinds have feit: the

pinch of ‘déclining sales- for sev~ --...

eral menths, In fact, soft spots
are beginning to appear in nearly
all lines as supply catches up with

‘démand,

In. the. used-car market ‘espe-
cially in ‘the case of new cars,
there has been a precipitous.deé-
cline in_volume ‘and: in. price in.
the'last two months. 'Even in the:
new car market, in.most places.
you can get qulck delivery of the
more expensive cars and also of
most “trucks.

While most retail sales fxgures
in dollars continue to show in-
creases over last year, they are
liable to be misleading because
the increases are nearly all due
to the higher prices of 1948. Phys-.
ical volume in  most cases  has

actually declined. This, of course,.

is very unhealthy from. an . €co-+
nomic standpoint. More and more:
prices and less and less'goods can;

.only.mean social tragedy . if- con-:. -
tinued.foo far.. That is why, under, .

present . ‘circumstanees; .we: wel-: -
come: evidence of breaks, such: as:

T 'have uescnbed in the prfce struc-" -

ture S

Although I have lxttle statlstxcal
ev1dence ‘on’ which to base my.
conclusion that. the inventory:
boom is about over, surely I can’t:
be far wrong, as it seems incon- "
ceivable that'it can go much far-
ther. Total business. inventories:
have ' reached the utterly fantastic:
total of $53 billion, which-is- s.
whole lot of inventory: any way
you look at it! ‘Manufacturers’: in--
ventories alone have climbed. to;
a total of more than $30 bxlllon .

- This inventory situation' is be- -
ginning to be reflected in pressure
for sales, Large gaps have begun
to appear between the quoted: in-
dustrial prices and the actual.
prices at which large contracts are-
closed in cotton textiles, stainless
steel, hardwood lumber, second-
ary brass and aluminum and some
vegetable oils. Even more signifi-:
cant from’a business forecasting
standpoint is the August statistics.
showing  that the index .of - the
value of factory output has risen
9.8% above the index of farm in-
come, which is generally consid-
ered a good indicator of the nor-
mal demand for - manufactured
products. This alone indicates the
need for a downward readjust-
ment in prices or volume, or both,
but when to this evidence we add
the certainty of a sizable shrink-
age in farm income the over-ex-
tended condition of manufacturing
activity is apparent.

Export and Housing Boom
Tapering Off
The export boom has tapered
off because of what is euphemis-
tically . termed the “shortage of

(Continued on page 43)

These Notes have ot been and are not being offered to the public,
This advertisement. appears only as a matter of record,

$60,000,000

Aluminum Company of America

3% Promissory Notes

due December 1, 1973

-

Prmale platemml of these Notes was negotiated by the um{mxgma'
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,

The Peoples Gas Light & Coke Co,, Chicage;-is: offering: 10 it§
stockholders of record Oct. 22, 1948, the right to subscribe pro rata
at par for $16,400,000 of 3% convertible debentures due Dec. 1, 1963,
in the ratio of $100 of debentures for each four shares of capltal stock

ield. Any debentures not sub-+
seribed for under the terms of the
offering, which expires at 3 p.m.
(CST) on Dec. 1, 1948 will be
taken by Halsey, Stuart & Co.
inc.,, who may or may not offer
them publicly. The net proceeds-
received by Peoples Gas Light
will be used to pay for construc-
tion, etc.

Largely, as the result of special
non-recurring account entries,
consolidated net income of Peoples
Gas and its subsidiaries decreased
irom $911,664, or $1.39 per share
x“or the third quarter of 1947 to
$554,458, or 85 cents per share for
1he three months ended Sept. 30,
1948. - For the first nine months
of the current year, net totaled
£4,598,068, or $7.01 per share, com-

“F Members New York Stock Exchange

'OLD BEN COAL
CORPORATION

‘Common Stock

One of the best bituminous coal pro-
ducing and fuel distributing prop-
erties in the nation. ~

877,500 shares of common stock out-
standing,

Book value per share as of Decem-
ber 31, 1947, $20.22,

$2.76 per share earned in 1947,

Current dividend payment $0.15 per
share quarterly,

100 years' estimated coal reserves
owned.

53 oil produ.cing wells,

Approximate Market 1114

Deacnptwe brochure available to
interested dealeru

COMSTOCK & Co.

CHICAGO 4, ILL.
231 So, LaSalle St. Dearborn 1501
Teletype CG 955 -

Central Public Utility
“ Corp.
Income 5Y,=-1952
Chicago, North Shore &

Milwaukee Railway
Common Stock

% = . . . ; » "

‘Brailsford & Go. -

208 S. La Salle Street '
CHlCAGO 4

Kansas Nebraska
‘Natural Gas Co., Inc..
' $5 Par

Common Stock

WilliamA.Fuller& Co.
Members of Chicago Stock Exchange
209 S.La'Salle Street* Chicago 4
Tel. Dearborn 5600  Tele. CG 146-7

Winters & Crampton
. Common
. Texas Eastern Transmission
Common
Detroit Harvester -
Common
Portsmouth Steel
Common

Metals Disintegrating

Common

| STRAUS & BLOSSER

Members Chicago Stock Exchange
Associate Member New York Curb

per share, for the corresponding
period last year.
% % #

Halsey, Stuart & Co. Inc. was
the sole underwriter of two
utility issues which were pub-
licly offered during the past
month, viz: On Oct, 15, $5,-
000,000 first mortgage 4%%
bonds, due July 1, 1978, of In-
terstate Power Co. at 103 and
interest; and on Oct. 20, $7,000,-
000 first mortgage bonds, series

3119 due 1978, of Public
Service Co. of New Hampshire
at 10234 and interest. The net
proceeds. of both issues will be
used to pay for new ‘construc-
tion, etc,

Ed # #
Griesedieck Western Brewery
Co., Belleville, on Oct. 28 filed a
registration statement  with the
Securities and Exchange Commis-
sion covering 50,000 shares of 5%
cumulative convertible preferred
stock, par $30, which will be pub-
licly offered through Edward D.
Jones & Co., St. Louis. - The net
proceeds are to be used to prepay
a portion of the long-term bank
loan to Hyde Park Breweries; Inc,,

1with’ ‘which = Griesedieck will

merge, and to finance expansion,
* % "

A. C. Allyn & Co., Inc., Chi-
cago, Stifel, Nicolaus & Co.,
Inc., St. Louis, Mo., and E. H.
Rollins & Sons, Inc., New York,
N. Y, it was announced .this
month, have placed privately
with: two insurance firms the
following securities of Tnited
States Sugar Corp.: $2,500,000
4% mortgage promissory notes
due Sept. 1, 1959 and $1,500,000
serial notes due Sept, 1, 1949 to
1951,

A

Armour & Co., Chicago, has just
recently placed privately through
Kuhn, Loeb & Co., New York,
N. Y., an issue of $40,000,000 3% %
sinking fund debentures due Sept.
1, 1968, the net proceeds to be
used to increase working capital
to meet the higher prices of live-
stock and other raw material sup-
plies.

¥ % %

A, C. Allyn & Co., Inc., Cen-
tral Republic Co. (Inc.), Paul
H. Davis & Co. and Carter H.
Harrison & Co. were included
-on Oct. 14 in an underwriting
group which publicly offered
30,000 shares: of $2.50 cumula- -
.tive preferred stock,
value, of Central Elech ic & Gas
Ceo. at $48 per share and divi-
dends. The net proceeds are to
be used to pay for construction.

i UL T TN TR

Harris Brothers Co., - Chicago,
on Oct. 27 filed a Ietter of notifi-
cation with the Securities and
Exchange - Commission covering
10,000 shares of common stpck to

+ 141,490 shares of common stock

. Forgan & Co., A. G, Allyn &

|day of each preceding month.

no par

be offered pro rata to prezsentj
stockholders at $10 per share. The
net proceeds will be used for
working capital, =

# % #

A. C. Allyn. & Co, Ine. and
Central Republic Co. (Inc.)
were included in the list of in-
vestment. bankers headed by
Dillon, Read & Ce. Inc, who un-
derwrote the following securi-
ties of the Black Hills Power &
Light Co.: 5,000 shares of 5.409,
cumulative preferred stock, par
$100, and 33,730 shares of com-
mon stock, par $1. The preferred
shares were publicly offered on
Oct. 27 at par and dividends.
The common shares were first
offered to common stockholders
of record Oct. 27, 1948 at $15.25
per share, the rights expiring
on Nov. 9, The net proceeds are
to be used to pay fer additions
and improvements.

ES # %

- Central Illinois Public Service
Co., Springfield, reports for the
three-month period ended Sept,
30, 1948, a net income, before pre-
ferred dividends but after provi-.
sion for depreciation, of $914.926,
as compared . with' $1,031,339 in
the corresponding period of 1947.
For the 12-month period ended
Sept. 30, 1948, net was $4,451,574,
against $4,108,951 in the previous
12-month period.

% # *

Included among the Chicage

investment ~bankers offering

‘(par -$5) of Otter Tail Power
Co. common stock at $18.75 per
share on Oct. 20 were Glore,

Co., Inc., Central Republic Co.
(Inc.), William Blair & Co.,
Harris, Hall & Co. (Inc.), Straus
& Blosser, First Securities Co.
of Chicago, . Mason, Moran-.&
Co., Holley, Dayton & Garnon
and Mullaney, Wells & Co.
R S

: The directors of Wm, Wrigley;
Jr. Co., Chicago, on Nov. 3 de-
clared a special dividend of 50

cents per. share, payable Dec. 1 to |

stockholders of record Nov. 20,
1948. This is in addition .to the
regular - monthly dividend of 25
cents previously declared for pay-
ment ‘on the same- date. Three
additional dividends of 25 cents
each - were also -declared, payable
Jan. 3, Feb. 1 and March 1, 1949
to stockholders of record the 20th

" & %,

On Oct. 20, Central Republic
Co. . (Inc.), A. C. Allyn & Co.,
Ine, and Kebbon, McCormick &
Co. were included in the group
of investment bankers. who
publicly offered at $11 per
share 300,000 shares of common
stock (no par value) of Cen-
tral Arizona Light & Power Co.

A letter of notification was filed
with the Securities and Exchange
Commission on Oct. 25 covering
'6,000 shares of Exco Products Co..
Chicago, common stock, par $2.50,
to be offered at $12.50 per share,
The net proceeds will be used for

¥ 138 South La Salle St., Chicago 3, Il
‘Tel.- ANDover 5700 TEIe CcG 850 651

Chicago Boston

New York

" NORTHERN STATES -
POWER COMPANY, MINN,

Commdn Stock

BOUGHT — SOLD — QUOTED

Special Writeup on Request

A.C ALLYN AND COMPANY

Incorporated

Milwaukee

\

Omaha

additional working ,capxtal “There
will be no underwntmg
L4 =

Harris, lhll & Co. (Inc.) and
William Blair & Co, participated

with two groups of wunder-

writers in the public offering of
the following securities: On Oct.

15, $9,500,000 first lien and re-

funding mertgage bonds, series

C, 3149%, due Oct. 1, 1973, of

the Virginian Ry. Co. at 10015 -
‘and interest; and on Oect. 20,
$10,000,000 first morigage bonds,

314 % series due 1978, of Public

Service Co. of Colorado at

102.069 and interest. The latter’

bonds have all been sold.

% #* %

A banking syndicate headed by
Harris, Hall & Co. (Inc.), and
including, among others, Glore,
Forgan & Co., Chicago, has under-
written the offering of 319,916
shares of Bucyrus-Erie Co. (South
Milwaukee,” Wis.) common ' stock
(par $5) to the latter’s stockhold-
ers of record Oct. 28, 1948 at $15
per share on the basis of one share
for each four shares held. Rights
will expire ‘at 3 p.m. on Nov. 15.
The net proceeds will be used to
pay for expansion.

R # %

The Chicago investment
bankers participating in the
public oftering on Oct. 20 of
$75,000,000 Michigan Bell Tele-

- phone Co. 40-year 3149 de-
bentures due Oct. 15, 1988 at
10214 and interest, were: Glore,
Forgan & Co., Harris, Hall &
Co. (Inc.), A. G. Becker & Co.
Inc., Central Republic Co. (Inc.),
The Illinois Co. and Julien Col-
lins & Co.

LR

Ex-Cell-O " Corp., on Oct, 15
filed a registration statement with
the Securities and Exchange Cor-
mision - covering 27,000 shares of
common ‘stock, par $3, to be is-
sued in exchange for the out-
standing 1,500 shares. of Robins
Engineering Co., Detroit, common
stock, par $10, Ex-Cell-O plans
to operate the Robins firm as a
subsidiary.

# # £

Included in the underwriting

group which on Oct. 21 publicly

offered 250,000 shares eof cem-
. mon stock (par $20) of Okla-
homa Gas & Electric Co. at
$34.25 per share, were Cenftral

Republic Co. (Inc.), Harris, Hall

& Co. (Inc.), 1I. M. Byllesby &

Co. (Inc.), Farwell, Chapman

& Co. and Carter H, Harrison

& Co. These shares were part

of 750,000 shares which have

been ewned by Standard Gas &

Electric Co,

* Ed £

Aldens, Inc.,, Chicago, showed
increases in both sales and profits
for the three-month period ended
Oct. 1, 1948, according to Robert
W. Jackson, its President. Con-
solidated mail order and retail
sales for the third quarter of 1948
were $19,991,115 representing  a
gain of $517,382 or 2.7% over the
total of $19,473,733 for the similar
period in 1947. Net profits after
Federal taxes totaled $348,980, or
87 cents per common = share,
against $305,452, or 74 cents per
common share for the correspond-
ing 1947 period,

For the first three quarterly
periods ended Oct. 1, 1948, consoli-~
‘dated net sales amounted to $56,-
948, 424 and net profits after taxes
$652 623. compared with sales of

'$55,226,547 and profits after taxes

of $518 415 in: the same perxod last
year.
*® # % "

An issue of $£1,000, 000 3.75%

sinking--fund _ debentures .due
1958, of Thor Corp.,~ Clncago,
has been placed privately with
" two insurance concerns through
Julien Collins & Co., Chicago.
The net proceeds, plus $497,291
treasury funds, were used to pur-
chase and retire 88,723 shares
of Thor common stock from the
estate of the late E. N. Hurley, -
formerly Chairman of the Board.
This was at the rate of $16.871%
per share. Net profit after taxes
amounted to $796,532, or $1.81
per share, for the quarter ended
Sept. 30, 1948, as against $676,-
746, or $1.53 per share, for the
the same period last year.

For the year ended Aug. 31,
1948, Masonite Corp., reported net -
sales of $36,472,950, against $25,-
338,958 in the previous fiscal year.
Net profits for the fiscal year 1948
transferred to earned surplus af-
ter deducting $4,253,000 for Fed-
eral income taxes, .$460,000 for
State income taxes and $583.,158
for depreciation and depletion
and - amortization  of = patents,
amounted to 7,027, 335 which was
equal to. $11.71 a share on 600,000
shares of common stock outstand-
ing, compared with $4,381,142 or
$7.30 a share for the fiscal year
1947,

% % %
- .Central Republic Co. (Inc.)
also on Oct. 25 participated in
the public offering of $1.40 cu-
mulative convertible  preferred
stock, par $25, of California
Water & Telephone Co. at $28
per share flat.

LI I

Net profit of General Portland
Cement Co, for the nine months
ended Sept. 30, 1948 totaled  $3,-
051,200, after provision for Fed-
eral income taxes, equal to $4.04
per share on 1,007,303 shares of
common stock -outstanding at the
end of the period. This compares
with a net profit of $1,775,100, or
$1.75 per share (based on the
same number of shares) for the
corresponding period. in 1947. Net
sales totaled $14,891,600, against
$10,310,600 for the . first nine
months of last year. Costs and
expenses increased: to $8,983,700
from $7,408,500, and Federal in-
come taxes for the‘ first nine
months of 1948 were up to $1,871,-
000, compared with $1,089,000 pro-
vided in the corresponding 1947
period.

#* *® £
"H. M. Byllesby & Co. (Inc.)
on Oct. 27 further participated
in the public offering of $350,-
000 shares of common stock
(par $1) of San Diego Gas &
Electric Co. at $13.50 per share.

With Prugh, Combest Co.
(Special to THE FINANCIAL CHRONICLE)
KANSAS CITY, MO.—Francis

G. Kulleck has become associated

with Prugh, Combest & Land,

Inc., 1016 Baltimore Avenue. In

the past, Mr. Kulleck was a part-

ner in Kulleck, Wheeler & Co. and
prior thereto was associated with

W. C. Pitfield & Co., Inc.

ZIPPIN &

aneapohs

Telephone RAndolph 6-4696

UNITED KINGDOM
) 4%, FUNDING L_OAN~
DUE 1960/90

BOUGHT — SOLD — QUOTED
Write-up Sent ‘on Request

Specialists in Foreign Securities
208 S. La Salle St.,

COMPANY

Chicago 4, Illinois
Teletype CG 351
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NSTA Notes

LAST CALE FOR DALLAS:

The Dallas- Bond” Club- is sending the followmg letter to all

traders planning to attend the National Security Traders Association
Convention Nov. 14-18: '
) “You have been hearing a great deal lately about the entertain-
‘ment ard activities: planned for you at our NSTA Convention Nov.
14 through 17. But, lest you overlook amything, here’s a final re-
minder to help prepare you for your bigsest date of' the year.

“It" you're: not up- on your golf, you may wish o bring along
a tennis racket, for some- pretty good competition will be provided
on the courts. Those of you not inclined toward the exertion of those
sports may relax with gun to shoulder and participate in the trap
or skeet shoot—a heckling contest of 100 birds.

“The normal: average temperature in Dallas the middle of No-
vember is 66 to 70 degrees By then we are wearing tweeds and
gabardines; the latter of which should be quite comfortable How-
‘ever; since it is' not altogether unlikely that' a “rorther’'—a : cold
wmdy change of temperature—may develop about that tlme it would
e well to bring along a 'light topcoat.

' “Checking over” our schedule of ‘events you ‘will see that a
‘Chuck Wagon’ party' will' be' held Tuesday, Nov. 16. For this oc-
casion you might toss in some very informal clothes. Most of the
local members will be wearing loud plaid sport shirts, blue-jeans,
Texas boots and hats, or similar ‘cowboy’ regalia, and the ladies
. plaid skirts or square-dance dresses, and bcots or sports shoes with-
cut heels. ' We'll- probably be rolhng in the hay part of the time on
this, our Western Night, . and plan to dress accordingly. The last
mght of the: Convention will be a semi-formal banquet and dance,
for which you may, if you like, wear a tuxedo. So, during your stay
in Dallas' wé suggest, for the men, one heavy and one'or twd mediams-
weight suits, a-topcoat, and a tux. if you care. For the ladies, cus-
tomary fall dothes and a formal. For all, some casual Western nwht
clothing.
. “Internationally famous: geologist. and oilman Everette L.
DeGolyer will feature the Corporate Forum with a diseussion of
The Natural Gas Industry, while Austin J. Tobin, Executive Director
of the Port of New York Authority, will address the Municipal
Forum. Many other nationally-known figures will be presented.

“You can see that we are promising you the BEST convention
ever and very sincerely hope to have you on hand with us.”

. SCHEDULE OF EVENTS
Sunday, Nov. 14—
Convention Special Train Arrives Dallzs 4:00 p. m.
- Informal” Cocktail Party 6:3G p.m.

Monday; Nov. 15—
Open House Financial D1str1ct
Field Day—Golf Ternis—Skeet.
Cocktail Party,
Dinnet. *
Style Show by Neiman-Marcus.

Tuesday, Nov. 16—
' Opening Meeting for Delegates.

Afternocn Corporate Forum—Guest Speaker, L. L. DeGolver,
Intcrnatmna]ly-i‘am(}us geologist. Subject: “The Natural Gas
Industry.” .

Chuck V\agon Dinner,

Old Fashioned Square Dance.

Wednesday, Nov. 17—

Past Officers’ Breakfast.

Meeting for Delegates.

Afternoon Municipal Forum—Guest Speaker, Austin Tcbin, Ex-
ecutive Director, Port of New York Authority.

Cocktail Party.

Formal Dinner Dance (Tuxedo optional).

(Additional’ Activities for Ladies)

FOR SPECIAL ARRANGEMENTS:
To Register—Carrol M. Bennett, Dallas Rupe & Son.,
For Sleeping Quarters—Rogers Roy, Rauscher, Pierce & Co.
Information—Jas. Walker Davis, E. F. Hutton & Co.
Entertainment—Wire John Canavan, Rauscher, Pierce & Co,
General Complaints—Talk to Jim Jacques, First Southwest Co.

Sports — Golf, Johnny Cornell, Dallas Rupe & Son; Tennis, Jesse
Sanders, Sanders & Newsom; Skeet, Hugh Bmdford Lym'.]
Allen & Co.

BOND' TRADERS: CLUB OF KANSAS CITY

The Bond Traders: Club of Kansas City held its annual Fall Party
and Dinrer at the Quivira Couniry Club, Quivira, Kansas. Mem-
bers of the National Security Traders Assomatlon from Topeka, Kans
also attenided. John Latshaw, Harris, Upham & Co., is President of
the Kansas City Club.
\ Pictures taken at the party appear elsewhere in today’s issue of
the “Chronicle.”

| Murpliy to Manage Depl.

L. F. Hohmann With -

vand apartments.

For Dallas: Nat'l Bank

DALLAS, TEX. — Robert P.
Murphky, who has been: with the
Dallas National Bank, Main at
Stone, for the past 18 years, has
been appointed manager of the
Bond Department. He succeeds
Will Miller ‘who is now with'the
Bank: Correspondent Division.

\ .
Swan, Stickley Co.

BOSTON, MASS.—Swan, Stick=
ley & Co., 75 Federal Street, an-
nounce - that' Lawrence F. Hoh-
mann has become associated with
them - as* general manager. Mr.
Hohmann = was formerly with
Haydén Stene & Co. and George-
son: & Co.

'High Rate of Spending Will Keep Business Going

By WESLEY LINDOW*

Vlce—Presndent Irving Trust Company, New York City

Asserting business outlook for 1949 is excellent; des;
Lindow, points to high rate of government; busmesu‘
taining high level of economic’ activity:. Says uneasi

pite. popular uneasiness over election results, Mr.
and- individual' spending."as® clitef factor: in: mmm
iness about boom: kas: provided: healthy: restraint w

speculation’ and’ may help to alleviate extremes of boom-and-bust cycle. _
~ Ever since the end of the war there have been intermittent waves of optlmlsm and

pessimism about the business situation.
in business sentiment tend to be overdone

factor of un-

Now: the election’

The mood tends to change quickly and'the swings

upset introduces a brand’ new

certainty. T
am- not going
to try to make
a: lot of pre-
dictions about
what the elec--
tion is going’
te mean to
business—but
f venture to-
say that we
shall hear a
great deal
about this
subject in the
next few
weeks. And I
think it will
be wise to be very skeptical in
evaluating such predictions —
‘which have as' much' chance for
error as the political forecasts dic
this fall.

In thinking. about -the buginess
situation, it is a good: idea to -tny-
to ' look through the récurtring
swings of sentiment to the more
basic underlying factors of de-
mand. We should seek to deter-
mine what changes in the pattern
of demand are in prospect from
the point of' view of the whole
economic machine. I shall try to
do this briefly by a birds-eye
analysis of all the elements of
spending in this country this year,

-

Wesley Lindow

The tctal volume of spendingi,

will amount to- something like
$273 billions in 1948, as the ac-
companying t{able: shows. I am
including here all spending on the

| part of government, on the part

of individuals for consumers goods
and for new houses, on the part of

business for plant and equipmeént [*

and inventories,-and’ spending in
this' country by foreign purchas-
ers using their own money. These
figures make up what we may
call the gross expenditure stream
If we analyze them -carefully, I
think they will throw some light
on the business situation in 1949;

First of all, consider spending
by government. This year, the

.| Pederal Government is spending

about $39 billion, and' the: state
and local governments are spend-
ing another $16 billion, making
about $55 billion tor all levels of
government,

The outlook for 1949 suggests
an increase il government spend-
ing by several billions. It is gen-
erally agreed that' the Federal
Government will enlarge its ex-
penditures on national  defense
next year. In addition, there is 'a
good possibility that some kind of
program will be instituted to help
Western Europe bolster its mil-
itary delenses. We can also count
on a continuation of expenditures
under’ ECA at a high level. Fi-
nally, expenditures by state and
local governments on schools,
highways, and other construction
are expected to increase next
year. ‘ ?
Individual Spending

Next, we come to spending by
individuals. This year, individ-

uals are spending $177 billion for |

consumers goods and services; and
about $7 billion is going into the
construction of new residential
dwellings, including; both houses
Of course, there
is a good deal of talk about con-
sumers’ resistance to high prices.
1t seems to be {frequently over-
looked, however, that such re-
sistance is spotty and specialized,

*Summary of remarks by Mr.
Lindow before the: Middle At-

lantic Division of the Association |

of Bank Women, New York City;,

Nov. 5, 1948.

rather. than .general. The resist-
ance. dees not lead to lower

| spending by consumers in the ag-
i|.gregate, but: only to a' different
.| pattern- of spending. This is obvi-
i pus' from:the' fact-that' total' con-
.| sumer spending: has gone steadxly
[-up: and up. What has: happened - is’
| that there have' been tremendous'
| shifts: in ithe' kinds- of spending;
| some: stores anidi some classés of

goods have:lost’ glound but others

.| have .gained, . - -

‘The weaknesses in 1eta11 sales

.| have rcceived more thHan their

share of "attention in public dis-
cussion. The tendency is to play
them up without giving adequate
attention to the overall strength
of the business picture. Many of
the weak: spots, incidentally, are-
short-lived; they represent situa-
tiong ih whlch adzustments are
taking place/-in moving from a
sellers’ market to a temporary
buyers’ market, and then to a bal-
anced” market.

Next year, consumers will prob-
ably" continte to spend - the bulk
of their income just as they al-
ways. have. :I do not think we:
shall see: consumers  leading us
into- a- recession because of a re-
duction in their spending.

New Construction

Now, as to housing, no one can
be certain that the $7- billion of

new constructlon this. year' will Be
repeated in 1949; Prices are high,

and: there are signs. of weakness

in the more expensive classes of
homes: However, there- is still
an enormous backlog of demand
for new houses in the lower~
priced categories: It seems rea-
sonable to expect that next yesr’s
residential construction will: be *
concentrated - in ‘less' expensive
units and the. total volume may
come pretty close to: this year’s
figure. :

Business Spending

Business spending in 1948 is
running about $31 billion. This
includes $28 billion of new plant,
and equipment, and about. $3 bil-
lion of -additions . to: mventor,w
units held. i

Many people think that busi-
ness: spending: has reached' - its
peak and will decline next year:
It is- argued that a large part of
the postwar expansion program
by business has been completed:
Thus far, there are few statisticsg
to back up this view or to oppose
it. It is interesting to note, how-
ever, that plant and equipment
expenditures this year are:tutning
out to be higher than were ex-
pected. Moreover, some indus-
tries, such as public utilities and
petroleum, are working on a long-
range expansion program, Whlch

Gross Expendifures Stream in 194§
i ¢ (In Billions of Dollars) 4

Goi/ernmeﬂt Expendltures
‘Federal

Nongovernment Expenditures:
Individuals:

Consumer goods and services
New residential dwelling units

Business:
Plant and Equipment

Additions to Inventory Units Held
TForeign Purchases (spending in U S. financed by “old

dollar s, ete.)

Technical Note—The total cxceeds the estimated gross natlonal

produet: of $250 billion by . mcludmg $23 billion of government ex-~
penditures for interest, pensions, and other items which are not
counted as part of the gross product,

(Continued on page 40)
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" ‘Bond Traders Club of Kansas City, Mo.

T pate G

Péte Hunter, Geo.r K.' Baum & Co.; Walter 1. Cole, Russell Sparks, Harris, Upham & Co.; Don Belcher, George Baum, George K. Baum & Co.; James McKim,
Beecroft, Cole & Co., Topeka; R; E, Fritz, Estes & Co.,, Martin-Holloway-Belcher; Laurence B. Carroll, Prescott, City National. Bank & Trust Co.; Walter I. Cole,
Topeka Wright, Snider Co.; Milton Luce, Jr., Burke & MacDonald Beecroft, Cole, &. Co. ;

A . ) it -
Frank North, Bdrrett, Fitch & Co.; J, Peter Soden, Vic Zahner, Soden-Zahner Co.; Art Hanni, Seltsam-& Claude McDenald, McDonald & Co.; C. L, Overbay,
Soden-Zahner & Co.; Fred "Armentrout, McDonald'& Co.; Co., Topeka; Ben Schifman, Kansas City Star; Jack Securities & Exchange Commission; John Latshaw, .
Jack Charmley, B. C. Christopher & Co. Charmley, B. C. Christopher & Co.; Don Seltsam, Harris, Upham & Co.
. : Seltsam &. Co., Topeka

Ted Wagner, Harris, Upham & Co.; Léonard White,"Wahler, White & Co.; B. F, Piercy,
Stern Brothers & Co.; G H. Lounsbery, Herrick, Waddell & Reed, Inc.

John Latshaw Harris  Upham & Co;, President of the Bond Tréde-l-s Clug of Kans:i;s ‘ 'peté Hunter, George K‘ ‘Baum & Company- Batl Conbist: Bris . o

; ) S Yy . ( 5 st, gh-Combest & Land;
City; Earl‘ Combest, Prugh, Combest & Land,- Treasurer; Don Belcher, Martin- Vic . Zahner, Soden-Zahner & Co.; George Baum, George K. Bauim & Company;
- Holloway-Belcher, Secretary; Harry L, Coleman, H.: O." Peet & Co. ce - Ben Schifman, Kansas City Star

|gjtize_d for FRASER
@/ fracer stloyisfed.org/ .
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 Is Lack of Equity Financing Overstressed?

Stanley L. Miller, Economist of Federal Reserve Bank-of New York,

“a

writ_ing in Harvard Business Review, contends relative dearth of new
‘equity ﬁﬂanC§M has thus far had no serious consequences for cor-
Porate financial positions.. Says chief soiirce"of corporate funds has"

- been ‘ploughing back profits and because of this

.seeking equity

‘funds in ‘unfavorable market has been avoided.

. “The relative dearth of new equity financing- and the substan-
tial r(_ehar}ce on debt instruments characteristic of corporate financial
practice in the postwar years have thus far had no serious conse-
-quence for corporate financial positions.” This is the conclusion of

‘Stanley L. Miller, economist o0{®

the Federal Reserve Bank of New
,Yorl.(, writing on “The Equity
Capital Problem” in the Novem-
ber number of the “Harvard Busi-
hess Review.” ‘

_Mr. Miller begins his article by
&iting the ‘conclusion of the New
York Stock Exchange in its “Eco-
nomic Progress: Tax Revision and
Capital Markets” to the effect
;hat,r because -of “an inadequate

supply of venture capital, there is
8rave danger that “industry will
h-av'e to resort, far beyond the

!lmlt_s .of sound policy, to debt fi-

nancing instead .of equity financ-

ing.” There is fear, he explains,
that “corporate financial positions
may become top-heavy with debt,
short and long-term, and that any
setback in business will find en-
terprises forced to liquidate cur-
rent assets, perhaps at unfavorable
prices, to pay off near-term. bor-
rowings, Corporations may also
. bgcome._ saddled with relatively
hea_vy fixed charges in the form
of interest and amortization pay-
ments which will be difficult to
meet in times -of business slack.

Thus, readjustment and recovery

will be delayed and losses . wid-
ened unnecessarily.

“On the other hand,” Mr, Miller
points out, “It has also been stated
that the lack of equity- financing
has been.overstressed. Upon mak-
ing certain adjustments to the data
on new stock flotations to exclude
issues sold for purposes other than

. the expansion of new plant, equip-
ment, or of working - capital—
notably by excluding issues of in-
vest_ment_ trusts and holding com-
banies—it has been foungd by one
investigator that the proportion of
Neéw money stock issues to total
new money security offerings in
1946 and ‘1947 approximated that
Prevailing during the 1920’s ex-
cept for.the years 1928 and 1929.
. - In"other words, it ‘s argued
that as compared with most of the
1920’s there has been.no:dearth
of venture capital in recent years
and apparently it is presumed that
to issue as large a volume of new
common stocks as in 1928 and 1929
would necessitate a_‘roaring’ bull
market,” which - would  be unde-
sirable.” ' '
- To understand ‘the
uation in the face of these con-
fhctmg views, Mr. Miller feels it
Is: necessary to. look closely ' at
thrqe major factors: (1) the larger
capital requirements of today,"(2)
the trend toward business borrow-
ing {rom banks, and (3) the use
particularly in the early pOStWBI:
years, of the substantial amounts
of liquid assets accumulated by
corporations during the war,

In his examination of corporate
capital requirements the author
states: “While equity financing
relative to total financing through
new . issues has been higher-in re-
eent: years than in the past, - this
fact }.las little significance at pres-
ent in. view of the much larger
capital requirements of business
- recent years. . . . Security fi-
nancing of all kinds proyided a
sm_aller proportion of capital re-
quirements in the past two years
than in the earlier periods. Busi-
ness 'capitial expenditures alone
in 1946 and 1947 averaged more
than twice the 1922-1927 average
expenditures; -and ‘undoubtedly
the -increase in' working capital
‘needs, -particularly with- higher
corporate inventories,“in the post-
war years averaged -much- larger
relative to 1922-1927; than did:the
growth ‘of capital' expenditures.

present sit-

pitized for FRASER
p:/ifraser.stlouisfed.org/

. .. If the 'volume of common
stock flotations -in recent years
had maintained the same relation-
ship -to capital expenditures:-that
it did in the 1920’s, the dollar vol-
ume would have been 20% larger
than it actually was.” ;

Of “the external sources- of fi-
nancing, Mr, "Miller - says: “The

volume of ‘outside - financing has|

been larger than in the 1920’s and
even larger than in :1929. ...
There has been a trend toward
business borrowing from the banks
since the middle -1930’s, and the
increases in business loans in 1946
and in 1947 were the largest for
any years on record. The expan-
sion in 1947 was over 60% greater
than the increase in 1946 and more
than twice the 1941 growth, which
was the largest gain for any pre-
war year. ... These develop-
ments — the swing away - from
bank borrowings:.to the capital
markets (including equity. issues)
in the 1920’s and the increased re-
liance on the bankg for funds in
recent years—give an entirely dif-
ferent picture with respect to the
proportion of equity capital in the
total financing - of corporations
through external sources of funds.
The proportion is increased- dur-
ing ' the 1920’s and 'decreased- in
the postwar years.. Thus equity
financing in the postwar period
has been .small in relation not
only to total corporate capital re-
quirements but ‘ulso to total ex-
ternal sources of funds.”

In comparing the availability of
venture capital in the 1920’s with
that in recent years, Mr. Miller
observes that “much of what has
been termed venture capital as
related to the earlier years was
actually credit. The volume of
credit available to- investors and
speculators in the 1920’s for pur-
chasing. .and carrying newwand
outstanding ; securities; - . particu-
larly common - stocks,. was: ‘well
above’ that awvailablé 'in- recent
years.. And the huge flotations of
stocks during 1928 and 1929 re-

flected as much the abundance of |

credit as the investment of sav-
ings. During the 1920’s and par-
ticularly in the last two years of
that decade the investing public
went into debt,” while in the cur-
rent  period corporations have
been going into debt.’. ..
“The chief source.of corporate
funds,” Mr. Miller ,demonstrates,
“has been''the profifs generated
by the enterprises ' themselves.
Whether because of a dearth of
venture capital, or as the result
of a deliberate policy, corporate
managements hayve been meeting
their needs for- funds largely
through ploughing back earnings
into their operations. . . ..In 1946
slightly. more than; half. the earn-
ings.after taxes were paid out to
stockholders, as compared with
almost three-fourths in 1939 and
two-thirds in 1929. With undis-
tributed profits and depreciation

allowances providing consider-

ably more funds than corporations
have raised through external
sources in recent years, manage-
ments have to a considerable ex-
tent avoided the necessity 'of
seeking equity funds in an un-~
{avorable market or: of creating
financial structures.top-heavy
with debt. - - :
“High surtax rates on personal
incomes: and - the - lower - rate -on

long-term capital gains-no-doubt

‘contributed to -this change in cor-
Porate financing practice.. +Divi-
+ ...(Continued on page 43)

.

‘What to Do Now About Inflation!

"By DR. LEO BARNES*

[EE——e——

Chief Economist, Prentice-Hall, Inc,

Holding inflation mainsprings have lost their punch, and money supply-and..overall :price level are in
balance while goods shortages are tapering off, Dr. Barnes sees-price outlook more ‘de‘ﬂaﬁiﬁﬂ_’y"ﬁnp?ﬁ ;
inflationary. Says armament expenditure, unless greatly stepped up, will not be inflationary factor,
and immediate danger is not more inflation, but action by government and fiscal authorities “stepping i
“on the brake and throwing economic gears in reverse. -, Upholds present peg on government bonds, ¢

- My étti_fcude toward our éubject——inﬂation—is a trifle on the unorthodox side. Fr

. trif rank
ly, I have a sneaking suspicion that the vast majority -of us don’t really want to.stop infla-

tion. If we had
n ot ‘entirely - -
an invol-.

-untary evil.- .

Of course,
price: stability-
is'a wonderful
ideal.”But‘un-
der our -sys- .
tem of .com-
paratively un-»,
regulated free .
enterprise,
isn’t that ideal-
pretty much a .
will -of « the--
wisp? - ;

It seems t
me that con-
tinuous price

Dr. Leo Barnes

stability. at high levels of em-|
ployment requires more govern-|

ment controls than probably most
Americans. — and surely most
businessmen’ — care " to- tolerate.
Therefore .1 believe- the only

choices we have-on inflation or]

deflation ‘are four: (1) Runaway

inflation; (2) Moderate- inflation; :
(3) Moderate: deflation; and (4)

Sharp deflation, :
Of -these four realizable possi-

bilities, I think that, in practice— |
regardless of what people say— |
the vast majority of Americans:
prefer No. 2, namely moderate in- |
flation, such as we have been ex-'
periencing in the last few months.

To be sure, even mild inflation
causes a lot of grumbling because
of rising living costs. - At the same
time, however, practically every-
body is at work and the real in-
comes of most ‘elements in the
community have never been
higher. By contrast, think of the
consequences of mild deflation. In
industrial areas, it means income
losses to businessmen, unemploy-
ment for some and lowered take-

home-pay” for many workers; so.
that;.even «though  living . costs’

mightrcome down somewhat;.the

decline’in’incomes usually causes
more- suffering and discomfort,
than the gains to some consumers'

made possible by lower prices.
You have a good example of
this fact in-the recent reaction of
people to, falling clothing prices,
mueh’ publicized  in ‘past
weeks. Well, isn’t it that just what
people have- been shouting. for?

Yet once clothing and textile:
prices started coming down many:
of the same people who-had been;
crying . for . the need .for..lower:

prices are now beginning ‘fo get
a little panicky because falling
prices signify to them the begin-
ning of a recession like 1920-21.

The upshot of all this-is simply
that, granting the undesirability of
both wild runaway inflation and
drastic deflation, as between mild
inflation and mild deflation—=mild
exhilaration ior mild depression, if
you will~most people are‘in fact
if not in' thought happier in a
condition of mild inflation.

. If we accept this scale of eco-
nomic preference, then it seems to
me that -whal we have to strive
for are measures that tend to pro-

long the present boom; and that’

what we have to try desperately
to avoid are measures that will
convert that.boom into a recession
or depression. Over-stressing the
dangers of inflation may ' well

*An address before the Annual
Conference of Society for the
Advancement “of Management,
New York City, Oct. 28, 1948, with
mindr modifications made by Dr.

Barnes ‘at. the request’' of the|:

“Chroniclé” in view of .Mr. Tru-

‘{man’s reelection. .

really wanted to do so, we would have succeeded. Inflation, in short
A e 5

{ adjustment.

few*

make us fall intothe {rap- of pre-
cipitating ‘deflation. ‘At this stage
of the ‘post-war boom—and ‘that
boom has been perched at its peak.
longer than any other in‘eour his-
tory -<the ‘real ‘danger i§ net an-
other burst of inflation;but rather
that, in striving:fo avert this im-:

{agined : dangér, ‘ the' government,

and’ in “particular the monetary

{authorities, will terminate the

boom and start a. downward re-

Inflation Mainsprings Have
Lost Punch
Let me explain a little more in
detail why I don’t go along with
the view that more inflation is in-
evitable. Probably.the prevailing
opinion is that the present mili-

proposed increases in that pro-
gram and the start -of miltary
lend-lease shipments 'to- Western
Europe, together. practically ' as-
sure indefinite prolongation . of
the present boom; and carry with
them the constant threat of more
inflation. . ; Lo

As we all know, there are three
chief mainsprings of inflation: (1)
Too much money; (2) Basic sup-
ply - shortages; and *(3) : Rising
wage' rates -and ‘other mounting
production and distribution costs.

Prices tend to move up when
any one of these factors oper-
ates. The basic economic reason
why our postwar inflation was so
spectacular in 1947 was that all
three of thesc causes were oper-
ating at the same time.

Yet {oday these three main-
springs of inflationary pressure
seem to have lost most of their
punch. Let’s take the first-one—
too much ‘money. That's the tra-
ditional cause of inflation, espe-
cially in countries ‘which have lost.
‘wars and in more primitive Latin"

In the United States'the enormous
increase in the money: supply—it

'{ has more than tripled since 1939—

has been. due largely'though not
entirely to the huge volume. of
deficit financing which the gov-
ernment employed during the war
years. -If- we had financed our
.war program 100% through tax-
ation, the money supply would not
have increased anywhere near as
.much- as it has, and the increase
in prices:over prewar levels would
have been nowhere as great ‘as it
has been. Unfortunately — and
this is more than just crying over
spilled milk—many of us who are
horrified by deficit financing are
also strongly opposed to higher
government taxes. For that rea-
son it was simply a political im-
‘possibility to avoid -defict financ:

Republicans nor:the - Democrats
would have voted forit. - ",
Be that as it may, it seems to
me that at the present time the
total money supply and the-'overe\
balance. The inflationary impact
of war deficit financing has just
about spent itself. It has been
mainly counteracted by the high-
er prices which it itself produced,
and which, 'in turn’ caused the
Jiquidation of much of the savings
accumulated during the war by
individuals and business firms. It
probably has also been slightly
count.;r'acted by moderately tight-
er bank and consumer credit-in
recent months. . ;
Appraising the situation with
some overall' stalistics; it.seems:

that today the total money supply.

tary rearmament program, plus |

American or Oriental ‘economies: |

ing during the war—neither the:

all price Jevel are just about in

is about 342% of ‘the amount th

 prevailed just before. World %

I began in June, 1939, At ##

‘same time, total production—ecg

bining the physical*volume of 1
dustrial -.production.’ ' agricult;

Foutput .and . construétion:

¢reased to'about!163% 6t the 19
level. " Divide 342 by 165 and.
get 208." Tn other words the sup- .
ply of money has increased a little
morz than twice as fast—208

be exact—as the supply of g

In accordance -with the old qui
tity theory of money, prices might
therefore he expected to rise to
208% of the June, 1939, level, As
a matter of fact, wholesale priges
are today 218% above June, 193%:

Basic Supply Shortages

Now let’s take the second maii
cause of inflation—basic. supply;
shortages- in 'relation” to~ curren$
demand.” : As most of ‘us krow;
sellers markets “have  virtually
vanished ‘except in a. handful:of
areas—automobiles, steel and nonz
ferrons metals. .Even the housing
boom is ‘beginning . to. taper: off.
Fortunately, prices -in ‘most-'¢f -
these few areas of . remaining -
shortages are  what ' economists
call “administered,” thatis, they
move up ‘or ‘down comparatively
slowly. In the most explosive
price areas—farm’ products and
foods—the largest combined grain
crop in U. S, history means the
end of virtually all U. S. food
shortages in 1949. - This in. turn
implies that the major upward
pressure on the cost-of-living has
come to an end, and that, accord~
ingly, the cost-of-living index has
just about reached its peak for the
present boom.

It is the third main source of
inflation which remains most ac-
tive—-though., this force too. has
weakened. I tefer to the-infla-
tionary“ impact- of rising ‘wage
rates afid -other rising production
and -distribution costs. Unions
seem to have gotten into the habit
of -asking for a wage. increase
each year.- They regard it as part
of their members’ due, regard-
less of what the price. profit; of
sales outlook for a business may
be. . Management has helped t¢
establish this labor habit because
of its willingness to ‘go" along’in
the years since V-J Day. - Seller:

‘I markets due"'td” the general ex-+

cess of demand over supply madg
it. easy to do so.. . We all know
that it will be much tougher for
most managements to go along in
1949, when the question of the
fourth round comes up. :Fortu-
nately, management will be aided
by the fact that, since meat prices
-and-other food: prices have stopped
Fising and aré.turning downward,
the chief legitimate argument-fox
wage boosts greater than those
that might be warranted by small
increases in. productivity disap+
pears, i " PR
‘In. any event, in many areas
where labor and other costs are
still on the rise; slackening cus-
tomer demand is preventing the
full reflection of increased costs
in ‘higher prices.'-This. impligs
that the inflationary consequencs
of our third mainspring “of inflgé
tion are also petering out.

Outlook: Deflationary.
Forall these reasons, it’ seem§

for the next few months at least -
is  somewhdt. more A;;deﬂatxon_arg

(Continued on page 42)

to some Of us; at: least, ‘that-fhe -
 combined:§ overall . price outlook
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Bank and Insurance Stocks

= By H. E. JOINSON
" This Week — Bank Stocks

The announcement of last week that the National City Bank of
New York plans to increase its capital by a transfer of funds from
surplus once again calls attention to the capital position -of -all ‘banks.

For the past several years bank supervisory officials, both Fed-
cral and State, have exerted pressure on banks to increase their
capital accounis. The reason for this has been the sharp rise in
deposits, loans and investments during and since the war, :

However, the considerable discount from book values at-which
most bank stocks have been selling for the past two years (20-30%
in the case of New York City bank stocks at the present time), and
the relatively low rate of return on capital .accounts, have made it
unattractive to obtain supplementary capital funds by selling addi-
tional stock to the public, :

As a result capital funds have been increased almost entirely
through the retention of earnings which have not been paid out to
stockholders as dividends. ‘

In the case of New York City bank stocks, this has meant. few
dividend increases in the past several years while at the same time
only approximately 60% of earnings has been paid out. As a:-conse-
quence capital accounts have been increased and the ratio of deposits
1o capital funds has declined. . Lo

" The following tabulation presents figures and ratios of a selected
list of leading banks in New York, Boston and Chicago. “The table
shows the total capital funds, deposits and ratio of -deposits to capital
as of Dec. 31, 1945 and as of Sept. 30, 1948. Also shown in the last
column is the percentage capital funds have increased.

Pctge.
= Incr'se
———As of Dec. 31, 1945——— ~———-As of Sept. 30, 1948~ in Cap.
Ratio of Ratio of Funds
Deposits Ceapital Depos. fr.Dec,

to Cap. .Funds to Cap. 1945 to

Funds.  (000) Funds Sep.'48
$65,991 18.3 8.0%
163,665 d
129,104
225,676
110,341
20,922
44,7192
136,824
365,330
116,006

Capital
Funds
(000)
$60,526
143,317

De--

porits

(0001
$1,290,314
1,749,590

De-

porits

(000)
$1,204,692
1,323,885
1,367,452
4,206,944
1,324,085
173,879
752,548
529,767
2,344,107
1,031,416
2,125,398
4,664,438
594,432
500,895
115,902

Bank of Manhattan
Bankers Trust
Central Hanover ...
Chase National __-.
Chemical Bk. & Tr,
Commercial Nat'l...
Corn Exchange ...
¥irst National
Guaranty Trus
Irving Trust -
Msnufacturers Tr,.
sNationai City ____
New York Trust...
Public National
V. 8, Trusiee
“Banks Quiside NYC:
‘Conl’l Illinois Nat'l_
First Nat'l Chicago_ ~ 113,687 2,347,653 20.7 139,028 12,017,594 14.5 .
First Nat'l Boston.. 91,160 1578,278 17.3 57,622 . 1,359,920 13.9

*Includes ﬁgurss of City Bank Farmers Trust Co, fAs of June 30, 1948.

‘ s o
The year 1945 was selected because it represents the peak of the
wartime -expansion in deposits and the iime when capital-deposit
ratios were at their highest point. Since that time the contraction in
deposits as a consequence of government debt retirement and the
increase in capital funds by the retention of earnings-has resulted in
a generally improved relationship between capital and deposits. In a
considerable number of cases the ratio is below or only slightly above
the traditional one -dollar of capital to each ten. dollars .of deposits
- While there has been some increase in risk assets in the past twc
years because of the sharp-expansion in commercial loans, it is be-
lieved that most banks have improved their capital positions.
Tk}e action by National City in proposing to increase its capital
is believed by some authorities to foreshadow an increase in the
- dividend sometime next year, Whether or not a more liberal dividend
policy will be adopted by the various banking institutions will depend
upon their individual circumstances. .In view of their improved capi-
tal positions and outlook for earnings, larger payments are possible.

118,260
300,240
100,051

19,185

40,011
133,379
312,676
110,411

1,842,737
5,742,180
1,524,161
244,444
842,027
800,221
3,309,453
1,277,920
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276,516
59,895
26,892

+ 30,710

147,471

2,555,886
5,308,657
881,263
545,498
140,355

127,884
305,621
65,492
30,972
29,397

1165,548

e
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2,646,722 17.9 12,082,217+ 12.6°
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NEW JERSEY -
SECURITIES,

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

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

WHOLESALE MARKETS IN
BANK and INSURANCE STOCKS

GEYER & C0.

INCORPORATED
NEW YORK 5
67 Wall Street
WHITEHALL 30782
NY. 1.2875
LOS ANGELES 14
210 W. Seventh Street

BOSTON 9
10 Post Office Square
HUBBARD 2-0650
L BS-297

CLEVELAND 15
Schofield Building
SBUPERIOR 7644 MICHIGAN 2837
CV-394 LA-1086 SF.573
PRIVATE WIRE SBYSTEM CONNECTING ' : NEW YORK, BOSTON, ‘CHICAGO,
+CLEVELAND, PHILADELPHIA, BST. LOUIS, LOS ANGELES, SAN 'FRANCIS(?C%

'TELEPHONES TO : Hartford, Enterprise 6011 ' Portland, E
Providence, Enterprise "1008 Detroit, E:?e;prlggg?);iza il

CHICAGO 4
231 S. LaSalle Street
FRANKLIN 7535
CG-105
SAN FRANCISCO 4
Russ Building
YUKON '6-2332
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adjustments? What are their pros-

| vestments; the second, the ‘con-

"|| posits, loans and investments of
| the member banks in New York

Factors -in }Ban’ke Stock Appraisal

By MORRIS A. SCHAPIRO* .

Thursday, November 11; 1948

President; M. A, Schapiro &.Co., Inc.,, New York City

Baok analyst, in outlining factors which make individual bank stocks investor’s choice, motes that

among New York banks, those which serve little as well as big business have increased deposits, while

those serving big business only have lost deposits. -Sees loss of deposits and higher break—even’points

making inroads on earning power of banks dealing with large business. Stresses factor of income tax
‘exemption on cerfain bank investments as element of earning power, and underscores safety elements of
e quality of bank assets and adequacy of capital as bases in judging bank stocks.

I .am honored to be here today to discuss with you the subject of commercial banks,
their competitive position, and the essential factors in judging the relative values of their

capital shares.
attractive to investors than an ¢
other,

My observations will be Lmited
to the conditions existing among
the large New York City banks.
I realize that the problems which
you bankers in this district face
are somewhat different from those
in the New York City -area, but 1
think you will find that the prin-
ciples outlined are applicable to
banks everywhere. .

Bankers throughout the counfry

are always interested in what the
New York City banks are doing—
especially “how well they. are
doing. This interest is natural
because these institutions hold so
large a share of the country’s
banking resources. Customer re-
lationships of these banks are on
1 nationwide bhasis. There is
hardly a business enterprise of
national importance which does
not have banking connections in]
New York. Also, the useful ‘but
intricate network of correspond-
ent bank relationships built up
over “the years ‘and -embracng
most .of the 14,000 commercial
panks of . the country, is. cen-
tered lavgely ‘about this group of
New York City banks. ‘The opin-
ion of financial people everywhere
is frequently-sought regarding: the
relative standing of this or that
bank in New York.
. When we refer to th? New York
City banks, we mean 'the central
reserve city group comprising 3¢
member banks of the Federal Re-
serve System having total cap'tal
accounts of $2% billion, or more
than 26% of the $8.6 billion total
for all of the 3,925 member banks
in the United States.

Position of New York Bauks

What is the picture which these
banks present to the close -ob-
server? - What has been their re-
cent history? How have they made
their adjustments to postwar prob-
lems? What is their actual posi-
tion today as a result of these

pects? Although we refer to this
group as the New York City banks,
it is essential to remember that
there are 35 separate and distinct
entities, no two .of which present
the same situation.

Since the war, these banks have
been adversely affected by two
major developments. The first is
the decline in earning assets, that
is, the total of their loans and in-

current rise in operating expenses
Contracting earning assets and
rising .expenses, ‘however, have
not -affected these banks uni-
formly. )

Let us look at Table I in which
are presented the figures of de-

City since 1946. Here we see how
total deposits now at $23.7 billion.
have declined $3.7 billion, or
13% % from the average level of
1946. From the 1947 position, the
decline in deposits is ‘$1 . billion
or 4%.

How have the banks fared in-
dividually? We find that the de-
posit figure varies widely among
the banks:.- While as a group de-
posits are.down, some banks, nev-
ertheless, actually gained funds.

*Address by Mr. Schapiro be-
fore the Correspondent Banks at
+ha Feronomic Meeting of Peoples
First National Bank & Trust Com-
pany, Pittsburgh, Pa:, Nov. 4, 1948.

I shall try to describe some of the factors which make one bank stock more

To illustrate, the deposits of one
bank alone declined a hillion dol-
lars, or '3 from its 1946 figure,
while the deposits of another bank
in the same period held up and,
in fact, moved ahead a bit, Both
of these banks have total resources
today' in excess of $2 billion. To
illustrate again, here is another
pair of banks, Each of these has
total deposits of around $500 mil-
lon, Une shows 'an increase -of
$50 million or 10%, while ‘the
other shows a decrease -of -$400
million or 45%.

What do these-figures mean to
the close observer? How would
a -bank . analyst interpret them?
Those banks which were success-
ful in maintaining their wartime
level- of :deposits have broad, dy-
namic, and growing contacts. with
the public. -They are brown derby
banks. They serve little bus.ness
as well as big business, deing whai
might be called a retail trade. in
addition to serving the large bor-
rower. On the other hand, the
banks which lost deposits -since
the war, are usually banks serving
the large depositor, doing the
wholesale business almost exclu-
sively, serving companies doing
national business rather than the
little fellow’s operation. Of course
in between the retail banks and
the wholesale banks, there is &
whole range of* banking institu-
tions active in both fields.

Diffusion of ‘Liquid Assets

It is important to remember
that there has been .a constantly
growing d.ffusion of liquid assets
throughout the economy, repre-
senting the cumulative proceeds
of deficit financing. Small busi-
nesses and low income groups now
maintain -larger bank balances
than before the war. In addition,
there has been a sharp increase
in the number of such accounts.
Banks serving them have natu-
rally benefited.

The record shows, however, that
total deposits for the New York
City banks as a group are lower.
Naturally, as a result, the volume
of total earning. assets. is also
down. In addition, these banks
have this- year- been subjected tc
higher reserve requirements, and
today, following the three succes-
sive increases of 2% each ordered
by the Federal Reserve Board
compared with only one increase
of 2% which you bankers have
had to meet, these banks must
now maintain approximately $1%
billion' additional cash balance at
the Federal Reserve Bank, reduc-
ing the total of their earning as-
sets by a like amount,

Under these conditions, it is un-
derstandable that New York City
banks have only $18.6 billion total
loans and investments today, a
decline -of nearly $2 billion, ‘or
10% from their average level .in
1947 and.$4.8 billion or 20% from
the average level of 1946. This
contraction has made- serious in-
roads.on the earning power of
this group of banks. X

The most significant fact, how-
ever is that the impact of this
development- was -most marked
among the wholesale banks and
had its smallest influence among
the brown derby banks. To illus-
trate again, the contraction in the
total of earning assets since 1946
in the case of three of the banks
doing a wholesale business, having
deposits today of $2,300 millicn,

$530 million, and $175 million, is
23%, 26% and 28% respectively,

Now, let us look at the brown
derby banks and see how they
fared in the .same period. Here
are three banks with deposits to-
day of $2,100 million, $1,200 mil~
lion, and $500-million. The con-
traction is only 13%, 4% and 14%
respectively., "At this point it is
of special-interest to note the ex-
perience -of a leading institution
with deposits:of '$3,800 million. Its
business is highly diversitied, hav-~
ing the broadest coverage in this
area, It serves little business as
well as big business, maintaining
effectively its broad contacts
through its many branches. The
decline in the earning -assets of
this bank since 1946 is only 15%.

As shown' in Table 1, although
outstanding loans of New York
City banks, amounting to $7.9 bil-
lion, are up $1.2 billion or 18%
from their 1946 average, invest-
ments are off sharply. Invest-
ments at $10.7 billion are down $6
billion, fully 36% from the level
of 1946. y

Rise in Operating Costs

. Let us now turn to the- second
‘major’ development, the “rise ‘in
operating costs. We can see in
Table II that operating ccsts other
than income taxes have increased
from $216 mililion in 1945 to $279
millicn -estimated for 1948, a rise
of $63 million or 30%. In the same
table, income other than interest,
such as fees, trust department, etc.;
has risen from $86 million to $115
million, By applying this latter
item to operating expenses, the
net deficit is up from $130 million
to $164 million. This net deficit,
Item 3 in Table II, is the amount
of interest income these banks re-
quire in order to stay -out of the
red and just break even. Table II
shows that the eritical break-even
point has advanced from 0.53%
in 1945 to 0.88% today. This is
the rate of interest required today
by these -banks on their reduced
volume of loans and investments
of $18.6 billion in order-to break
even. )

Again, among these large New
York City banks, although the
break-even point has been rising
since 1945, the average figure of
0.88% conceals wide variations in
the break-even rates of individual
banks. Let us take a large whole-
sale bank in the Wall Street dis-
trict, admittedly an extreme ex-
ample. Its break-even point last
year was 0.46%, which meant that
if all of -its earning assets, loans
and investments, had been in-
vested at the rate of 0.46%, it
would have-just broken even. If
this bank’s -average yield had not
been higher than 043%, there
would have . been no net income
to pay taxes to the Treasury, divi-
dents to the stockholders. and net
addition for its-capital. Now let
us consider another case, also ex-
treme, this time a- brown derby
bank with deposits totaling more
than $500 million. This bank re-
quired 1.41% to break even. De-
spite this comparatively high re-
quirement, however, the brown
derby bank, because of the steadi-
ness of its deposits, dealing with
the broader public as it does, was
able to make the fullest use of
its loaning and servicing onnortu-
nities, It realized a rate of 2.11%
on its earning assets, while the
bank previously mentioned real-
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ized only 1.43%. These variations
‘are now receiving increased- at-

tention among anal in-
vestment sourgces. yets and .

Against a background of 3 con-
stantly rising -break-even point
.the trend in. average yields or{
loans and investments, as Table II
shows, has also been upward; be-
cause of the.changing pattern of
the money market, and the change
in the composition of earning as-
sets. The rise has been from 1.40%
in 1945 to 1.879% estimated today.
But once more, the' yields realized
vary from bank to bank, and
again, the average conceals the
wide variations found among the
individual institutions, This fime
however, the wholesale banks en-’
"Joy an advantage over the retail
“brown derby banks. )

Effect of Rising Interest Rates

Th.e‘ principal reason for thi-
condition is that the recent up-
-ward changes in the money mar-
ket, the basis of rising yields, are
occurring at the wholesale level.
In other words, an increase in'the
commercial - lending rate by a
wholesale bank from 1%9% ‘to
2% % is an increase of 50% on the
Same dollar volume. In the retail
.transaction, however, the bor-
rower who had been paying, let
‘us say, 342% in the first instance
and is now paying 4% %, provides
the bank with an income increase
of only 21%,.

Similarly, the increases in the
Treasury’s. short-term rate over
recent months have been of more
direct benefit.to the wholesale
-banks because of their more con-
centrated holdings of short-term
Treasury . securities, Offsetting
this, however, are the long-term
loans which were made by some
of the wholesale banks. These
banks which made such loans, in
effect, sold options on money dur-
‘Ing a period of low interest rates.
Hence, there is a time lag which
Jbrevents or delays thesé banks
from reflecting fully the higher
-interest rates of the ‘day 'in their
current earnings.

Another ‘fact which the bank
an.al}'sg must keep constantly in
mind is that the rate of income
from investments, as indicated by
the earnings statement ~f a howt-
is not recessarily the interest rate
currently available to banks. To
illustrate, one New - York City
bank has current income from its
investments at the rate of 1.20%
while another bank has income
{from its  investments at the rate
of 2.00%. It is obvious that an
improvement in the money mar-
ket and interest rates, will im-
mediately affect the first more
-favoljably. In the event of a re-
funding of a particular issue into.
le!: us say, 1%%, the first bank
will show improvement in income
whereas the second hank will
show a reduction in income, Fur-
ther, if both banks were tn nar
ticipate in a loan bearing a rate of
interest of 2%. the business would
be mer2 profitable {o the -first
bank than to the second bank,

since both would have to reduce
their -investments to provide thé'
necessary reseryes. And again, the
increases in reserve requirements
;;lhls %relart, ogviously Wwere more
armiul to the earning power o
the 2.00% bank than t% ghe bank
wh.'ch was receiving only 1.20%
Incidentally, ‘the dividend pros-
pects in the first case appea.’
bnghter than’ in the second. !
This matter of the renewability}
of earnings’ has not as yet re- |
ceived. full' recognition among|
banking: observers, and is ofter.
neglected by bankers themselves |
By renewability we mean whether |
reported earnings. are again' pos-/
sible under the changed conditions
of the present. To be realistic, the'’
question must always be' raised—|
To what extent do the “earnings
reported by banks reflect condi-
tions now obsoléte and no longer
renewable? |
In this connection also, .high
bond yields, coupled w:ith low.tax
rates are an abnormality, a re-
tlect_lqn of the more favorable
conditions of the past. Frequently
this _condition is the result o
writing off the premium on bonds
rapher_ than amortizing .the pre-
mium for purposes. of earnings
Agaijn, the bank analyst must be
alert and recognize the varying
accounting procedures among the
banks. 5 ]
We have seen the critical break-
even interest rate required . by
these banks to stay out of the red
estimated at 0.88%. Currently it
appears that they are actually re-
alizing income from their current
loans and investments at the rate
of 1.87%. This spread of 1%, or
net “take,” if you will, represents
net current operating income ~f
these banks before state and fed-
eral income taxes. .In New York
State, these banks are require”
to pay income taxes at the rate o'
40.8% which is the net of the stat-
utory 412 % New York State fran-
chise and the 38% combined nor-
mal and surtaxes,
Income Tax Liability
Here we come to the analysis
jof the income fax liability of
banks, one of the most important’
factors in ‘determining their true
earning power. There are so many
elements involved, and the matter
is so often confused by the super-
visory agencies and the banks
themsglves, that the vaiue of -an
analyS{s may hinge on this point.
For instance, in New York City
last year, with the statutory tax
rate of 40.8%, the stated and Fed-
eral taxes for this group of mem-
ber banks as reported by the Fed-
eral Reserve Bank amounted to
$47 million, an effective tax rate
of only 26.9%. Here are individ-
ual figures of four selected banks
One reported its earnings to stock-
holders after accruing taxes at
the -rate of 35%, another 27%.
the third 21%, still another 18%
Why did the New York City
banks pdy taxes at the rate of
only 26.9%, when the combined
| Federal and state rates are 40.8%?
! And why are there such wide dif-|

TABLE I

Deposits, Loans and Investments g

(In billions of dollars) - '

“Average loans and ‘investments
Average loang o
Average investments —.____.__

TAB

Criticu_Y‘ields of Member Banks in New York. City

Amounts in mi

1945
$216

86

. Operating expenses
. Income other than
. interest

f Member Banks in New York City

- Current
Position .

. $23.17
- 186

1946
$27.4
23.4

i 1948 (est.)
$23.9
19.2

1947
1$24.7
20.5
6.7 6.7 M5 7.9
167 . 138 11.7 107

LE II 5

llions ‘of dollars). « . " -
4§ Current
Position

$279
115

1946
$250

100

1947
$274

107

1948 (est.)
$279

115

. Net deficit

. Average loans and
investments: ____

. Rate required to
break even

. Rate act’lly realized
(a) Loans._.___.
(h) Investments

. Net current operat-
ing income

. Effective tax rate__

$130
24,700
140
1.58
1.34

0.87
42.0

0.53%

$167

20,500
0.81%

1.67

2.10
146

0.86
126.9

~ $150 $164

19,200

$164
18,600

0.88%
1.87
2.40
1.49

23,400

0.64 %
1.52
1.81
1.40

0.86%
1.82
2.30
1.49

0.88
32.0

0.96
12897

0.99
289.

{ rent

ferences among individual banks?
The immediate answer is that a
certain .part- of their investment
income was tax-free, somé.from’
state and municipal securities,
wholly tax-free, 'and somre from
outstanding Treasury obligations
issued ~prior to March, .1941, ex-
empt from the 24% Federal nor-
mal tax. Amounts of such income,
of course, vary from bank to bank.
Here, an important point is to as-
certain the extent to which such
tax-free investments are renew-
able, and how that affects reported
earnings." :

But the factor of exempt inter-
est income is not all. There is also
the reduction of tax aceruals aris-
ing from capital transactions. Let
us consider, for instance, the new
Treasury formula.for bad debts
account.ng under which banks can,
in effect, take the write-offs be-
fore the losses are actually sus-
tained. Heretofore, banks took
write-offs for tax purposes  only
when losses actually occurred. Ir
either case, when a bank accrues
or pays lower taxes because of a
bad. debt write-off, -and reports
earnings: on the ‘basis. of the re-
duced tax, it is obvious that the
earnings result obtained is greater
than -the frue recurring earning
power of the bank, The tax re-
duction is not a reflection of true
earning power. To think other-
wise, is to be unrealistic. Unusual
tax credits arising from deductible
losses, actual or anticipated, should
be segregated if the true earning
power of banks .is to be kept in
clear view for stockholders.

Banks in New York City like
many banks throughout the coun-
try, have availed themselves of
this new method of bad debts ac-
counting. Some banks do not use
the method. However, .among
those which .do, there is a large
number whose earnings are -over-
stated by comparison with other
banks because of accounting pro-
cedure. There were banks in New
York City which last year used
the reduced tax in calculating net
current earnings for stockholders,
producing - thereby an.. earnings
figure higher than their normal
earning power, which will become
evident when the temporary ad-
vantages of this method have run
out, oo

On the other hand, many banks,
more realistic, and recognizing the
importance of reporting their net
current ™ operating earnings to
stockholders on a pure and recur-
ring basis, kept their figures free
of this element. In these cases, the
effective tax rate applicable to
their normal operating income, is

in line with the tax rate of the

day. :

The $47 million of income taxes,
or 26.9% effective tax rate, as
reported by the Federal Reserve
reflects the presence of exempt
income,.reduction in taxes due to
the bad debts method, and the
smaller taxes arising from- losses
on the sale of securities. Here it
is well to point out that the mem-
ber banks are obliged to. report
their operating figures to the Fed-
eral Reserve on forms designated
by this agency. Unfortunately,
this form in disregarding net cur-
operating earnings after
taxes, obscures the true earning
power of banks. Actually, the
combined earnings figures of the
member banks released . by the

| Federal Reserve by no means por-
| tray the real situation at these
| banks, nor are these figures easily
I reconciled with the published re-
! ports issued by banks to their own
| stockholders. As a result, there is

understandable confusion as to
how banks are doing. This has
reacted unfavorably on all banks
and their stockholders. |

These are some of the major
tests which should be applied in
any competent appraisal of the
earning power and prospects of
an individual bank, whether in
New York, in Pennsylvania, or
anywhere else in the United
States. They. constitute, however,
no more than a preliminary
screening. I would like merely to

| mention two additional important

factors. The first is, the quality
of the. bank’s assets. which, of
course, underlies all other tests.

'The second is, adequacy of capital,

a major element in judging the
value of bank stocks.

There is no standard formula
to guage. the adequacy of bank
capital. In each individual case,
there are many different factors
which should be taken into con-
sideration, such as the quality of
assets, type of business, and the
general exposure of the bank to
business and economic changes.

In those cases where capital is
actually too low, the.rate of net
earnings on existing capital ac-
counts is usually high: It is clear
that when the percentage of net
earnings to total capital accounts
is considered, the test should be
based not only on what total
capital accounts actually are, but
also' on what total capital ac-
counts should be. In the case of
banks with insufficient capital,
there should be high earnings “or
the prospect of additional -earn-
ings to warrant a desired ‘capital
increase, These considerations
underscore the importance of es-
timating properly' the true re-
curring earning power of banks.

These, in total, make up 4 yard-
stick , which professional invest-
ment  analysts use to compare
banks, all banks, your bank.
Banks increasingly are ' coming
under the close scrutiny of not
only experts in the investment
world, but also, of their principal
customers, the financial officers
and treasurers of our large na-
tional corporations. These execu-
tives are taking a deeper interest
in how their depository banks are
doing. :

Largely as a result of this
situation, slowly but surely,
bankers themselves are becoming
increasingly conscious of the need
for meeting this growing interest
of the business community. It is a
fact that already -a number of
forwardlooking banks are taking
special pains to inform fully and
completely their - depositors and
stockholders on the  affairs of
their institutions. In the interest
‘of' banking, of industry, and the
economy itself, it is essential that
banks everywhere recognize the
importance of these trends,  al-
ways mindful of their responsibil-
ities to stockholders as well as
to the "business world. To do
otherwise, is to weaken the cause
of the private banking system.

Aluminum Co. of Amer.

The Aluminum Co. of America
announced Nov: 10 that- it -had
completed arrangements to bor-
row $60,000.000 on 25-year 3%
rotes, to be dated Dec. 1,  1948.
Proceeds of the loan will be used
partly to repay existing bank
loans and to augment cash avail-
able fer the company’s consiruc-
tion ‘program. ’

With The First Boston Corp.
conducting negotiations for Alcoa,
the’ Metropolitan Life Insurance
Co. agreed to provide $55,000,000
of the total to be borrowed and
trustees of Alcoa’s employee re-
tirement plan consented to lend
the other $5,000,000.

Bond Club of N. J. to Hear

Captain Eddie V. Rickenbacker,
President and General Manager
of Eastern Air Lines, will be guest
of honor and speaker at a.lunch-
eon meeting of The Bond Club of
New Jersey to be held at the
Robert Treat Hotel, Newark,
Wednesday, Nov. 24 at’12:15 p.m.
Captain Rickenbacker’s subject
will be, “Air Power Is Peace
Power.” A -moticn picture of the
same title will ‘be shown.

With William H. Coburn
(Svecial “to THE FINANCIAL CHRONICLE)
BOSTON, MASS.—Randolph G.

Sharp: has been added to the staff
of William  H. Coburn & Co., 68
Devonshire Street.

Scherck, Richier Wire
To First Secs., Chicago

Scherck, Richter Comphnye
Landreth Bldg., St. Louis, :an
First Securities Company of Chi
cago, 134 South La Salle Street, .
Chicago, announced the installa<
tion of a direct private wire be-
tween their 'offices. Scherck,
Richter Company also have direct
wires to New York, Los Angeles,
Dallas and Louisville. i

California IBA Group
Elects Morris Head

LOS ANGELES, CAL.—At the
annual meeting of the California
Group of the Investment Bankers
Association, 'Thomas E. Morris,
Blythe & Co., Inc., was -elected -
chairman. Named as Vice-Chair-
man was George E. Jones,
Mitchum, Tully & Co. Paul-B.
Kelly, Anglo-California National ,
Bank, was chosen Secretary-
Treasurer, Ralph . E. - Phillips,
Dean Witter & Co.; and Joseph L.
Ryons, Pacific Company: of "Cali~
fornia, -were named to the exec-
utive committee. b

Walston, Hoffman Co.
Opening NY Office

. -Walston, Hoffman & Goodwin,

v

‘members of the New York and
.San Francisco Stock Exchanges,

have opened a branch office at 35

‘Wall Street, New. York City, with

William V. Driscoll as resident
partner, ‘ A rl
On Dec, 1, Edmund W. Tabell,
formerly of - Shields & -Co., will
be admitted to partnership in the
firm -and will make ‘his head-
quarters at the newly opened of-
fice, ; ;

R. D. Jacohson With
Smith, Burris & Co.

CHICAGO, ' ILL.—R. . Donald
Jacobson has become associated
with Smith, Burris & Co. 120
South La Salle Street, in their
over-the-counter trading depart-
ment, specializing in industrial
and public utility stocks.

He was formerly manager of
the trading department of the
Chicago office of Riter & Co. and

'before that was senior securities
‘analyst for the Federal Deposit

Gels $60,000,000 Loan |
'Martin Brosnan ls Now
With Tellier & Co.

Insurance Corporation.

Martin T, Brosnan is now asso+
ciated with Tellier & Co., 22
Broadway, New York .City, at
manager of the firm’s retail sale
department.  He was .formerly
with Simons, Linburn & Co. ang
J. Arthur Warner & Co., Inc. 1

A.C. Allyn to Acquire
N. Y. S. E. Membership

It is understood that J. Douglag '
Casey of A. C. Allyn and Co., 100
West Monroe Street, Chicago, IlI;,
has applied for a membership in
the New York Stock Exchange.

i
4
i
{

Cambist Assoc. in Chicage

CHICAGO, ILL. — ‘Carr)bis‘t
Associates, Inc., is engaging .in-p
securities business from offices at
33 South Clark Street. Officers
are Herbert J. Schoen, Edgar I.
Schoen, Aaron Taymor. Directors
are the officers and Daniel H.
Cooney, Walter Erman and Lester
M. Eisman.

'With Merrill Lynch Co.,

(Special to THE FINANCIAL CHRONICLE) ' !
BOSTON, MASS.— George L.
Shinn has been added to the staff
of Merrill Lynch, Pierce, Fenner
& Beane, 10 Post Office Square. '
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By HENRY HUNT
Income Type Funds Selling Best

Since the September, 1946 market break, income type mutual
funds, including balanced funds, have been the best sellers. The urge
to -buy low yielding growth funds or so-called “Appreciation type”
funds seems to have been rather dormant in recent months,

The see-saw markets of the past two years, in which it is easy
to get whip-sawed, may account for the current preference for income
type funds. However, Charley Werly of the Geerge Putnam Fund
has an ingenious explanation for this situation which he considers
a basic trend. .

According to Charley, most investors who purchase mutual
funds today, or at least shares of The Putnam Fund, are in their 50’s
cr 60’s and naturally are more interested in income than capital ap-
preciation. Men (and women) who {first went to work in the ’teens or
early ’20s have been able to accumulate fairly substantial savings
due to the negligible income taxes of that era. On the other hand,
the younger generation has been faced with steadily mounting income
taxes, as well ag rising living costs, with the result that outside of a
fewlgovemment bonds, their savings available for investment are
small,

Charley may be right. However, our guess is that if the “Dow”
crosses 200 with large volume trading on the “Big Board,” we will
witness a sharp revival of interest in mutual funds of the “appre-
ciation type.”

Big New Markets

“Between 1939 and 1948, our population increased from 131
million to 146 million, an increase of 15 million people. This added to
our population the equivalent of more than two states the size of
growing California. Even more important in enlarging our domestic
markets for goods, however, has been the increase in, real buying
power of the average person. During 1939, personal income pay-
ments after taxes averaged $536 per capita. This increased to approx-
imately $1,265 for 1948. An increase of $911 would have been

| sufficient to offset the higher cost of living that has made a prewar

dollar worth only 60c today. These figures indicate that the average
person has had an increase in real buying power—the ability to buy
pounds of food, pairs of shoes, suits, dresses—of approximately 40%.

“The average worker who is married and has two .children
earned $25 per week in 1939. From that was deducted 25c¢ for social
security; his take-home pay was $24.75. The typical worker today
receives $54 per week. Social security and withholding taxes amount
to $1.00, leaving a take-home-pay of $53. After allowing for the
higher cost of living, the family with this income is able to buy
approximately one third more units of goods than before the war.

“If one’s personal experience does not bear out this increase in
buying power, it is well to remember that for each person whose
income has remained relatively stable or who has been hurt seriously
by increased taxes, there are many workers. in factories, mines,
forests and on farms whose buying power has increased considerably.
It is estimated ' that in 1936 there were 6.3 million family units with
an annual income of over $2,000. During 1948 approximately 30
million family units will have had income of over $2,000.

NEW ECONOMIC MAP OF THE U. §.

ADDED.TO THE 1939 MARKET £ , / SIZE OF THE MARKET.
)

BY 1948 . % IN 1939

: »
Growth i the market for goods and services since 1939 has.added the equivalent of the population of 26
“new stites” to that of the 48 states which composed the market for goods and services in 1939.

(The “land mass” which extends into the Pacific Ocean, in the Duwiui above, is all of the states west of the
Mississippi, plus Wisconsin, lllinois, Michigan and Indiana, drawn in reverse.)

“These figures and other observations indicate that the average
person has had an increase in real buying power since.1939 of at least

-one-third. This is equvalent to adding 44 million people ‘to our
‘population! Together with the actual population growth of 15 million,

there has thus been added to our domestic market since the prewar
year 1939 the equivalent of the whole of the 1939 population living
west of the Mississippi, plus the states of Illinois, Indiana, Michigan
and Wisconsin. Thus, we have a new economic empire. It means
that under current economic conditions, there is a 50% greater
demand for units of goods as compared with a decade ago.” (Quoted
from Hugh H, Long’s November “New York Letter.”

Brodnax & Knight, Inc.
Formed in Birmingham

(Special to THE FINANCIAL CrmBmcl.:) i

BIRMINGHAM, ALA. — Brod-
nax & .Knight, Inc. .is  being
formed with -offices in the First
National Bank Building to ‘en-
gage ‘in the securities business.
Officers are Marion- J.. Broadnax,
President; R. W Knight, Jr., Vice-
President; and ‘R. W. Knight, Sr.
Mr.  Brodnax . was an. officer ‘of |
Gaines, - Brodnax . &..Co.;  Mr.!

RUSSELL BERG FUND

INC, '
* Capital Stock

Prospectus on Request

INVESTMENT MANAGER AND UNDERWRITER
Russell, Berg & Company
' Inwestment Counsel .

-.75.Federal Street; Boston " : '/
"' _TELEPHONE LIBERTY 2-9550

Purchasing Power Above Year Ago
“Although living costs are now increasing faster than the average
of the past nine years, the purchasing power of the average family
is still greater than it was a year ago. This is revealed in the
monthly Investors Syndicate survey of ‘real income.” Real inccme is
the relationship of revenue to living costs. .
“Since 1939,” the survey reports, “living costs have increased an

" |average of 6% each year over the previous year. Today costs are

10% higher than a year ago. However, average family income is up
12% from last year, leaving the average family approximately 2%
better off.

“Because these figures are averages, they do not reflect drops in
buying power among workers in some lines,” Investors Syndicate
pointed out. “While many families continue to increase their pur-
chasing power, others are beginning to feel a pinch. )

“Our economy in the past months has demonstrated its ability to
level off unevenness that appears,” stated E. E. Crabb, President of
Investors Syndicate, a leading distributor of investment securities.
“There is every reason to believe these stabilizing forces will even
out whatever femporary breaks there may be in buying power.
Economic activity should continue high for some time.””

Start Saving Taxes Now

“You should start saving taxes now if you have a less in any
securities held less than six months. It may cost you money to
wait until the end of the year for you may lose substantial tax
savings. The key time to look at any security with a loss is between
five and six months after purchase because short-term capital losses
(securities held less than six months) can save you twice as much in
taxes as long-term losses. On short-term losses you can deduct the
full amount of the loss, while on long-term losses you are only
allowed to deduct 50% of the loss. You can not only deduct your net
capital losses against your net capital gains but the excess of such
losses up to $1,000 may be deducted from your ordinary income. Any
balance of losses may be carried over the next five years and
deducted against net capital gains and income in the same manner.

“One of the most important principles of successful investing
is to promptly take your losses before they become serious. ‘Cut your
losses and let your profits run’ is a time tested principle that experi-
enced investors follow. Too many investors do just the opposite.
They are apt to think of their losses as only on paper. They hold
these disappointing securities hoping they will come back. Unfor-
tunately, many sécurities never return to previous price levels. When
the investor finally realizes his security has permanently deteriorated
because of poor management or industry obsolescence, he usually

Knight st T. U: Crampion'& Co,

has a crippling loss which is almost impossible to make up with '

present high taxes.” Quoted from

“Wellington News.”

An Unusual Cover
Hugh W. Long has issued a new folder called, “Dividends Every

Month,” which has a most unusual cover.

dimentional quality seldom seen in
in and ask Hugh for a copy?

It has an almost three
{wo-coior printing. Why not write

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange
bas announced the following firm
changes:
- Proposed transfer of the Ex-
change membership of Edwin
George Thomas to Edward T. H.
Talmage will be considered by
the Exchange on Nov. 18, Mr. Tal-
mage will continue as a partner

‘| of Montgomery, Scott & Co.

Donald L. Samuels, member of
the Exchange, died on Nov. 1, as
of which date the firm of Herr-
mar & Samuels was dissolved.

Louise S. Willet retired from
limited - partnership in  Buckley
Brothers on Oct. 30.

James N. Slee withdrew from
Gillen & Co. Oct. 30.

Interest of the late W.-W. Lan-
ahan in Alex. Brown & Sons
ceased Nov. 1.

Transfer of the Exchange mem-
bership of Herbert R. Hastings to
Morris E. Goldstein will be con-
sidered. 'Mr. Goldstein will act as
an individual dealer.

Transfer of the membership of
the late William W. Lanahan to
Benjamin H. Griswold III will be
considered.- Mr, Griswold * will
continue as a partner in Alex.
Brown & Sons,

Hehfy M. Post Dies

Henry Morgan Post, partner in
the former firm of Post Brothers
& Co. died at his home at the age
of-75. Mr. Post beiore his retire-
ment was a member of the New
York Stock Exchange, ;

With Jackson & Co.

- "(Special to THE FINANCIAL CHRONICLE) '

. BOSTON, MASS.—Thomas G.
Ronayne and: Werher. W, Staaf
have become affiliated with Jack-
son & Co., 31 Milk Street. Mr.
Ronayne .. was . previously - ‘with
J..H..Goddard &, 'Co._.Mr. Staaf
‘was with' Bond- & .Goodwin;, Inc. " -

Overhy Made Deputy
Managing Director
of Monetary Fund

Camille Gutt, Managing Direc-
tor and Chairman of the Execu-
tive Board of the International
Monetary Fund, has- announced
the .appointment of Andrew N.
Overby as -Deputy -Managing Di--
rector of the Fund. Mr. Overby .
is at‘present serving as Executive
Director of the Fund appointed by
the United States. He' was for-
merly Special Assistant to the
Secretary of the U. S. Treasury,
in charge of international finance,
and an officer of the Federal Re-
serve Bank of New York and the
Irving Trust Company of New
York. During the war he served
as -a Lieutenant-Colonel in the
United States Army.

New Cgo. Exch. Members

CHICAGO, ILL.—The Board of
Governors of -the Chicago Stock
Exchange has elected to member-
ship: y

Frederick H. Mason, Mason,
Moran & Co., Chicago; William C.
Gibson, W. C. Gibson & Co., Chi-
cago; ‘Hunter Breckenridge, Mc~
Courtney-Breckenridge & Co.,
St. Louis, Mo.; Frank E. McDon-
ald, Jr., Frank E. McDonald & Co.,
Chicago.

With the admission. of these
members, the Exchange now has a
total of 171 member firms. ¥

Ray. V. Edwards Opens "

MASSAPEQUA, N. Y.—Ray-
mond. V. Edwards 1s engaging in
a securities- business from offices
at Jetmore Place.

~F..S. Beveridge Opens

WESTFIELD, MASS.—Frank S.. -

Beyeridge - is engaging in a se-
curities . busiriess- from -offices at

183 ‘Western’ Aveéniie: -~
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Economic R y of Britai
Leonomic Kecovery of britamn
: ‘ By PAUL EINZIG. . ;
Commenting on the gnarded optimism in Britain. during last few
weeks, Dr. Einzig ascribes it to Marshall Plan aid which will enable
" the United. Kingdom to. balance ‘its payments for current fiscal
year. Says dgugger is“wave of oplimism may go too far,

"LONDON, ENGLAND.—Thé clouds' of gloom arid despondency|"

that settled over Britain after the suspension of sterling convertibility

© in. August, 1947 "are lifting at least.
feeling of guarded optimism began to manifest itself,

During the last few weeks &
While - until

recently most .
-people re-
garded a
grave €co-_
‘nomic crisis a .
mere matter
of time, the
feeling that
‘after all Brit- .
ain will mud-
dle through’
‘once more  §
has been"
gaining:
ground lately.:
The change.
-was due in -
-part to the.: Dr. Paul Einzig.
-publication of ‘e
the Memorandum submitted to the
OEEC and to the ECA covering
the economic : program for. the
United Kingdom for. the first Mar-
shall Aid year. . Its figures. show
that, allowing for- Marshall - Aid,
the balance of payments for the
iwelve months ended June. 31,
1949, is now expected to be bal-
anced. - Until - recently . it . was

widely- believed - that ‘in spite of

Marshall aid there would be. a
substantial deficit leading to a
further fall in the - gold reserve.
On the basis of the official figures
it now appears that, after all, the
“gap” may disappear and the gold
stock can be maintained around
its present figure. Indeed, the
figures of gold sales for the third
quarter of 1948 show that the out-
flow has slowed down quite con-
siderably. Vo

Possibly the official figures may
err . on, the side of optimism, . 'In
any case, the deficit’ is being bal-
anced partly by the liquidation of
some of the remaining foreign in-
vestments, so'that equilibrium
cannot. be said to have been
achieved, apart altogether from
the fact that but for Marshall Aid
there would be a gaping deficit.
‘What matters is that there seems
at.tpresent to-be no danger of. a
depletion of the gold reserve,
leading to a drastic curtailment of
the import of essential food and
raw materials, It is particularly
the possibility of the latter that
was viewed with much apprehen-
sion. ' While it would be possible
to effect cuts in rations without
major ill-effects, any curtailment
of production for lack of raw ma-
‘terials would result in a grave
crisis, not ‘only. through causing
unemployment but also through
compromising the export drive.
That danger, anyhow, appears to
have been averted for the time
being. ¢

" Production figures, too, show"

gratifying increases. The steel
output has reached the limit de-
termined by the quantity of raw
iron and scrap available, In other
directions, too, output figures are
satisfactory. Even coal output,
which showed a decline during

. — the third quarter of the year, has

recovered with the advant of cold~
er weather which tends to discour-
age absenteeism. The housing
program is carried out according
to plan, even though building
workers are deplorably slow and
the cost of building is unjustifi-
ably high in consequence. So the
housing shortage is ‘subsiding
gradually. Other scarcities, too,
have disappeared. It is now pos-
sible to buy many kinds of lux-
uries which were unobtainable
since the early part of the war.
This is due in part to the fact that
some of the goods earmarked for
export had to be released for the
home market as they could not be
sold abrosd. Besides, luxuries are
now imported on a basis of reci-
procity from countries. which in
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turn are prepared to-import Brit-
ish luxuries. Moreover, in order

| to- assist France and other coun-

tries in balancing their trade with
Britain, the government has li-
censed the import of  luxuries
such as French wines, cham-
pagnes and brandies.

The danger is that the wave of
optimism may ‘go too far and may
tend to weaken the production
drive and export drive. At the
moment,. however, the recovery

‘| from. unmitigated gloom is pro-

ducing a gratifying psychological
effect, as the British public was in
bad need of a little confidence.
For the first time Britain’s pros-
pects of being able to pay her way
by 1952 are beginning to be taken
seriously. This should help the
government in achieving an im-
provement of the national effort.
Defeatism, which tends to weaken
the will to work, is subsiding.

Even the international political
outlook is now viewed with less
pessimism than a few months ago.
During the Summer the outbreak
of the third world war was widely
considered as imminent, and many
people felt that it' was futile to
exert themselves amidst the pre-
valiing uncertainty., Now it is
felt that, even though there may
be. frequeni scares, actual war
may not come, 'at any rate for
some time. There is now more
inclination to make long-term
plans.  ‘The possibility of large-
scale rearmament interfering with
economic recovery is not over-
looked, but it is assumed that,
should it become necessary, there
would be a military Marshall Plan
to supplement the civilian Mar-
shall Plan,

Internal political developments
are viewed- with somewhat less
optimism. 'The prospects of steel
pationalizat.ion are causing wide~
spread  uneasiness, especially as
it now appears that the governs
ment intends to apply the law by
May 1, 1950. Apart from fears
that this would lead to a fall in
steel output, it is also feared that
the bitter fight between the gov-
ernment and opposition about the
Iron and Steel Bill will create a
class-war atmosphere and will be
detrimental to- national unity, at
a,time when combined national

effort is particularly essential.

Kane a Pariner in
Frank C. Moore & Co.

Gerald F. X, Kane has been ad-
mitted to general partnership in

Gerald F. X. Kane °

Frank C. Moore & Co., 42 Broad-
way, New York City, it is an-
nounced. Mr. Kane's former as-
sociations .include Peter P. Mec-
Dermott & 'Co, and Luckhurst &
Co., Inc. '~ ) :

‘and

Foreign Trade—A Case of Giv

By W. C. HADDON*

Represéntative of the Westinghouse Electric International Co.

Foreign. trade executive, asserting international trade is key to high standard of living, denies our:
export business is cause of inflation and denounces as falsehood ECA has made prices high. Defends:.
American investments abroad and denies present policy is to build up our foreign competitors. . Says +
U. S. best weapon is powerful and, perfected economic._machine, . the. most.
developing a high standard of living. -

The United States has now formally assumed: world leadership. Fcr many:
have had the' necessary mental and physical equipment to handle such a responsibility .
but this potential has now become a living reality as our statesmen:take: the center of the:

poweriul 1strument “for

B PR TR

years: we.

interna- .
tional ' stage.

Whether

‘we like it or.

not, we - are

now- the chief .
promul-=

gators  of a

way of life

whicH extends

beyond - Eu-
rope.-into

China, - Japan

the is-

lands - of the
Pacific;.

into the Medi-

terranean and : W. C. Haddon
Palestine, © Most of the world
places its hopes within the bold
framework of this leadership be-
cause we have served notice that
our evolution did not die in 1773;
that we are expanding its prin-
ciples on every front and con-
tending against the Russian revo-
lution with :the dynamic ideology
of individual opportunity.

During the past two decades
our position in the world economy
has changed so abruptly that na-
tional policy is not always imme-
diately acknowledged by .public
opinion, Today we are the only
major power definitely committed
to the preservation of a free econ-
omy based on private enterprise;
a nation that expects responsibil-
ity for international trade to be
borne by individuals rather than
by states. .It is well for us to
project our strength in helping to
bind up the wounds of an injured
world, but we must also remember
to take up the slack between our
avowed policies and our thinking
habits, Our statesmen and diplo-
mats are only as strong as the na-
tion behind them, Substantially,
theAmerican people -do back:our
newvforeign policies, but.there:is
a serious:lack ‘of knowledge about
international affairs and a recur-
ring inclination to watch from the
sidelines.

Here, on 7% of the earth’s land
area, with only 6% of the world’s
population, we account for more
than 50% of the world’s produc-
tion facilities, We use three-
fourths of the world’s automobiles,
half of its radios, more than half
the refrigerators, half or more of
its rubber. We have operated
with singular success under a sys-
tem of “give and take” by which
the best individual, the best in-
vention, the best industries an_d
the best products emerge victori-
ous. We are constantly competing
with each other, If Missouri can
make as good shoes as New
England and can -sell them
cheaper, the general public bene-
fits and New England must then
call upon its Yankee ingenuity to
develop - some -other -activity.
Representing all this power, in~-
genuity and production, we face
a world which needs.all our prod-
ucts in.  abundance from har-
monicas to hydro-electric equip-
ment. We have all the gadgets
needed by this world, yet many
of us sit in the midst of oppor-
tunity too scared to act; nervous
of a veto, frightened to death of
the atomic age which -we have
made for ourselves, and suffering
from imaginitis, scarecoma and a
general fearosis of living.

Of course, in justice to our-
selves, we must remember that

#An address by Mr. Haddon at

the World Trade Council Lunch-
eon, Pittsburgh, Pa., Nov. 4, 1948.

‘| the human:race has only. come

lately to the business of govern-
ment and to the management of
societies, We have never suc-
ceeded in making so neat and
four-square a system as that of
the ants and bees; for.-example;
human governments and societies
have always been of a makeshift
character and as variable as the
earth on which they live,

It seems. difficult for people

‘{living under a democratic system

to face unpleasant facts, We, our-
selves, preferred happy illusion to
reality until we- were. hit on the
head ‘at Pearl Harbor.- Today
there is no room for illusion be-
cause we cannot shift the burden
of responsibility, Whether we are
ready or not for the mantle of
international . leadership, we are
the most significant factor in this
age where old values are dissolv-
ing and a new world order is
emerging.

One reason for our failure to
grasp our responsibilities sooner
has. been our lack of information
about day-to-day events and the
full story behind the international
scene, . I realize that we have
more radios, more theatres and
more newspapers than the rest of
mankind combined, but as a rule
these instruments indulge our in-
ability to face unpleasant . facts
rather than lead us into an ac
ceptance of conditions .as they
exist, Radio programs are writ-
ten with a minute hand in mind,
and newspaper headlines dreamed
up for people catching trains. Of
course, enlightening information
is available for the curious and
the studious, but generally it is
difficult to find because it comes
in unattractive packages and . is
difficult to-understand hecause it
wass not written for the layman
‘A quick. look at a newsstand
shows us that leg art and excerpts
from the Kinsey report are greater
eyecatchers than the economic
facts of life, even though these
facts are almost, if not quite, as
basie to living as legs or Kinsey.

Foreign Trade—Key to High
Standard of Living

In the past, the general public
took its time in acknowledging
foreign trade as the key to high
standards of living, simply be-
cause it had not ‘discovered the
real facts.. Even today, with most
of us aware of the good business
and the full employment brought
about by exports, we sometimes
permit -ourselves to be mentally
led astray by distortions of the
truth which point to exports as
parasites of our domestic econ-
omy.

For example, we all have heard
the accusation that inflation and
the scarcity of materials is largely
caused by exports, but the facts
fail to substantiate this charge in
any respect. In 1938, the United
States praduced $84 billion worth
of goods and exported $3.5 billion.
or 4%. In 1947, we produced $230
billion worth of goods and ex-
ported $14 billion, or, about 6%.
In other words, foreign inflation-
ary demand on our. economy in
1947 was not greater than 6%.
The bulk of the pressure, or 94%,
was caused right at home by do-
mestic demand.

Numerous Falsehoods
Numerous falsehoods about our

international trade are flooding|!
the country, most of them tracingt

their or.gin to an ancient myth of
self-sufficiency. Many Americans.;
betieve . (1) -tnat export. trade- is :
a game indulged‘in by a few op= -
portunists; (z) that American in- -
dustry overlooks - the . domestic- ..
market and earmarks large quan~-
tities of .goods; for' foreign . con~- -
sumption because of better prices;
and (3) that the Economic Coop-
eration: Administration: has made:
prices high, Few realize that our:
investments abroad: have now:
reached.a new high of $16 billion:
which returns annually $750:mil-.
lion to investors in the United<
States; or that more than 21% mil~
lion industrial . workers in this-
country have jobs ‘definitely -de«.
pending on exports. .
Lack of knowledge is particu- -
larly dangerous today because out:
government is constantly sounding -
out public opinion and is depend-
ent on a well-informed ‘public: to
give it direction. We are living..
in a world-community * whichi:is-:
something . like a frontier :town#
where lawléss ‘elements shoot up,
the place on.Saturday :nightg.and.
the idea of unity becomes a matter :
of which side' you happen to:be:
on. It isnot the kind 'of com- - °
munity ‘where we can lean .back:
on a hitching post .and ‘whittle..
Nor is it a community where we -
can take for granted the protec~
tion of our locked front door, or:
even. the roof ;over our living:

‘room. We are: certainly living.

dangerously in‘a community:,
where less than one-third of our:
neighbors share our Western evo-
lution of experience, which means:
that two-thirds have much: less:
knowledge about our motives-
than we have about theirs, ...

A trade union leader. in Poland
witnessed a' motion picture which
included a passing shot of ‘werk-
ers’ automobiles parked. outside a.
factory and he was very. indig-
nant, “Why,” he demanded, ‘‘do
Americans try to fool the poor
Poles by pretending that ordinarv
American workmen own cars?”’
In a like manner, many people in
our own country exhibit a relative
lack of knowledge when they ob+
ject to supplying other countries:
with the machines and the tech-
nical knowledge. Their. opposi-
tion takes the stand that we are
injuring our export market by-
setting up - competitors - abroad :
The best answer, of course, is the.:
classic example of the United
States, which was a. backward.’
agricultural country in the 19tk;
century. Our great ability to pro-
duce and our ability - to buy was.
brought about by the investmen!
of foreign capital. Last year this
American market was the world’s
best single customer,- accounting
for $7 billion worth of goods.

Foreign Misconceptions

Regarding Americans
Another ‘misconception about::
our way of life was unearthed.by:
Eric Johnston during a trip.to:
Norway, Here he met a cabinet
minister who firmly believed that.
all American labor was oppressed:’
and had no chance for advance-;
ment or expression of its griev-;
ances. He was surprised to learn:
that John L. Lewis had recently:
signed a contract whereby the‘__
average American miner wouldy
receive a basﬁc wage of ?4,000 ge;:-;
ear, since his own salary as-a.
():,abinet minister was only $4,500%,
Obviously, our neighbors need::
more facts in order to analyze our::

(Continued on page 35)
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Canadian

R, T
Securities

By WILLIAM J McKAY

- The suggestion that the Canadian dollar be permltted to find its

own level on one free market appears to have fallen on fertile ground

vr:orth of the border.

vected the representatives of in-
dustry were unreservedly in
favor of freedom of the exchanges
inasmuch as such a development
would also imply the removal of
foreign trade restrictions. Al-
ihough. some objections were
voiced on the part of the banks
there was almost complete una-
y-imity in principle and the doubts
cxpressed were almost entirely
confined to the timing of an ex-
yeriment of this kind. Unsettled
yvyorld: conditions and the fact that
Canada has not yet completely
solved.the problems of the chronic
imbalance of trade with this coun-
iry, were among the reasons ad-
vanced against any early action
in this direction,

There-is certainly c0n51derable
justification for- a cautious ap-
yproach-at this time. On-the other
hand in view of Canada's current
ceonpmic strength and unrivalled
prospects, the Dominion is in a
unique position' to undertake a
bold experiment of this kind. At
ine outset it is probable that the
removal of exchange. restrictions
would give rise to a. repatriation
raovement of  foreign blocked
{unds. On the other hand’ the
initial; widening of the exchange
discount would tend to. attract
fresh investment. and' thus  pre-
vent any disorderly depreciation
of a free Canadian dollar. Fur-
thermore Canadian exports would
be. stimulated at the expense of
imports and this would serve as
a further check to.any excessive
rnovement of the rate.

In any event: at this stage of
.Canadian development it is essen-
iial that the Dominion enceurage
in every way the inflow of for-
cign  investment capital. The
Canadian dollar at a discount vis-
a-vis the U S. doilar is one sure
way of attracting capital funds
{rom this country ‘but there is
little question that the ability of
U..'S. capltal to- move freély. in
both directions across the border
would. prove. to be a still greater
stimulus.

It is doubtful whether action of
this. kind- would receive the un-
cualified -approval. of the  Inter-
national Monetary Fund but it
would certainly be in accordance
with many of its avowed purposes,
¥oremost among these is the re-
moval of restrictions that are now
responsible for the maintenance of

'CANADIAN BONDS.

GOVERNMENT |
PROVINCIAL
MUNICIPAL

CORPomTldN-‘ :

.

| canapian stocks -

A. E. AMES & co.'

IN CORPORATED

. TWO WALL STREET
NEW Y.ORKS, N.. Y. ,

| WORTH 4-2400  NY 1-1045

This idea was the principal topic of debate at
the recent annual convention of the Canadian Chamber of Commerce |
.in Vancouver. As might be ex-*

most of the currencies of the ||

world at purely artificial levels.
The establishment of one rate of
exchange for the Canadian dollar
would also be favorably regarded.

In any case Canada now has an|;

exceptional opportunity to take a
long step in the -direction-- of
greater freedom of the world’s
exchanges-and foreign trade.
During the week there was
persistent strength in the external
section of the bond market -al-
though - offerings continued in
scant supply. The internals were
also- in steady demand- in sym-
pathy with the firmness: of free

funds. Despite the serious  break
in New York, the Canadianstock
markets - were surprisingly little
affected, Western Oils and the
base—metals held - most of their
recent spectacular gains and the
losses . in  the- industrial issues
were on a relatively. small scale
in comparison with. those regis-,
tered on this side of the border.
The failure of the Canadran mar-
ket to follow the New’ York lead
was reflected in a further widen-
ing of the stock-arbitrage rate.

Quackenbush Heads
Dominion. Bank’s: Foreign-
Exchange Trading Dept.
E. A. Quackenbush has beeh
appointed. an’ Assistant Agent’ in

E. A, Qu‘ackenbush

charge of foreign exchange trad-
ing at the New. York office:of The
Dominion: Bank, according to an
announcement today from the
bank’s head office in Toronto.

Wrth, Chas. W. Scranton,

(Special to Tue FINANCIAL | CHRONICLE) |

NEW HAVEN, :CONN.—-N. C.
Hoskmg is with. Chas W, .Scran-
ton’ & Co.; 209 Church. Street,
members of the New. York. stock
Exchange. ;

Andrew J. Arrant Joms
Paul A. Davis Co. -

" (Special to. THE FiNaNCIAL CHRONTCLE)

MIAMI, FLA.—Andrew J. Ar-
rant has become associated - with
Paul' A. Davis &. Co., “Ingtaham
Building: Mr. Arrant was: for=-
merly. head of Ajax. Corporation.

Canadiziﬁ; :s,tocks; i
lmperlal 0il ltd

Crrculur on Request

CHARLES KiNg & co.
Members-Toronto: Stock Exchange
61 _Br'oadway, N.Y. Wl"litehall' 4-8980

Direct wire to Toronto

|| Blunt, Ellis & Simmons|

To Form:New Firm

CHICAGO, ILL. —John E. Blunt

2| (3rd, and R. Winfield Ellis have

reslgned as Vice-Presidents and

~

Richard W. Simmons fohn E. Blunt, 3rd

Directors of Lee Higginson Cor-
poration and Richard W. Simmons
has resigned as Vice-President.
They, together: with . Eugene
Hotehkiss, who has been associ-
ated with Lee Higginson Corpo-
ration for many;years, will form
a parinership under the name- of
Blunt, Ellis -& Simmons, to en-
gage-in g general mveatment and
brokerage business, " and. will
make application for membership
on the New York Stock Exchange.
It is cxpected that the new firm
will open for business in Chicago.
on or about the first of the year.

P. W. Brooks & Co.

| Offer Plywood Go. Beh.

P. W. Brooks & Co., Inc., of-
fered Nov. 8 $500,000 Plywood
Inc. 5% sinking fund debentures
(with warrants to purchase.50,000
shares of common stock). The de-
bentures, ‘due Aug. 1, 1967, are
priced at 97% plus accrued-inter-
est from Aug,. 1, 1948.

additional - working ' capital. and
may also be used for the acquisi-
tion of standing timber or addi-
tional plant facilities or both.
Plywood, Inc.,  incorporated in
1947, manufactures and sells ply-
wood and related items, ‘and is
continuing businesses formerly
conducted by’ its: predecessors.
The company manufactures and

* | supplies both softwood and hard-

wood plywood' and related. prod:

ing industrial dccounts, such as
furniture and .cabinet "factories,
architectural” and interior flmsh
mills;. heavy “-industrial plants,
sign and'display concerns, show

“case manufactyrers,- pubhc insti-
i| tutions;~ lumber companies, - and
‘| the building-trade.

In addition . to retirement by
purchase or redemption through
the sinking fund at not exceeding
102%; %,  the. debentures. are, re-
deemable at the- ‘option ‘of " the
company’ at prices ranging from
105% if redeemed before Aug. 1,
195g ‘down to par after Aug 1
196

The warrants éntitle the bearer

July 31, 1952, at. a price of $4 per,
share if purchased on or hefore,
July 31, 1949, and at $5 per share:
thereafter

Upon completion of this finane-.
.ing capitalization. of the company
.will consist ‘of $1,000,000 5% sink-.
ing fund- debentures, 525;150 shares!
of common stock, and 74 850 'com-,

L. mon. stock purchase warrants

' Janes and Smith Are -

th Hecker & Co.

PHILADELPHIA PA.——Notman|
B Smith and Paul Jones Jr., for-,

+merly of Van Alstyne, Noel & Co.,

-have, joined Hecker & Co, leerty
Trust Building, . miembers _of the

S S RS

-article states:.-—-

| quarter years ago the figure was
1 only $140 billion.
| debts aggregated $162 billion,

| running at the rate of $220 billion,

" The proceeds from‘'the: sale of |.

"| the_debeptures will Be. tsed. for ‘est. rates on, borrowings is taken

Net public ‘and’.private debt to-

ucts to.retail outlets, woodwork- |

to purchase common stéock of the |
.| company-at any time on or before |

New-York and Philadelphia Steck |

Growlh m Pri

in categories of
In the November issue of its

rapld rise in public debt since 1945,

vale Bebls

Northern Trust Co. of Clucago argues though net debt is up $50
billion since 1945 and: is higher than ever before, it is still lower
than pre-war in relation to national income. Cites important changek

private debts.
monthly bulletin “Business Com-

ment,” The Northern. Trust Company of Chicago calls attention to .

but remarks, despite the increase,

debts owed by individuals and corporations, in relation to natlonal

income, is much lower than before®
the war, -Commenting on this, the

.“Ccrporahons and mdlvxduals
are now in debt for larger sums
than ever before. Net private
debts are estimated to total close
to $190 billion. Two and three-

In 1929 private

which was the peak until recently.’
In 1935 and again in 1938 the:
vigure dropped to a low of $125
billion, about the same as in 1923,
The strong upward movement of
private debt: in periods of pros- |
perity ‘and  rising prices, and;
downward movement in periods:
of economic- adversity, are char-
acteristic of the American econ-;
omy. The swings in debt are
partly a cause and partly an ef-
fect of the swings in business and:
prices. Is private debt now ex-
cessive? What are the economic
implications?

“In relation to the national in-
come, private debt is a good deal:
less then in 1929 or than 10 years
ago.. The national income is now

a year, so that the aggregate of
private debt is no more than 86%.
of the national income. In 1929,
he national income was. $88 bil-
lion; the ratio of private debt to
incomes was 185%.. In 1938, with
national income only $67 billion,
the ratio was also 185%. The
total of private debt could double
from the present figufe and still
be no heavier in relation to na-
tional'yincome. than in many past
years, . When the decline in inter-

into.account, the actual burden of
the debt is even less, relatively,
than the above comparisons . sug-
gest.

“The huge growth in public-as
distinct from private debt has, on
the other hand, more than kept
pace. with the rise in' incomes.

gether now total close to '$f125 bil-

lion, compared with $192 billion
in 1929 and $181 billion .in 1938.
The ratio of total debt to nat.onal
income is now about 195%, as
against 220% in 1929 and 270% in .
1938. ' The total debt is still rela=
tively low, especially when the
extremely low interest rates now
current are taken into account. It
cannot be over-emphasized, how-
ever, that the present ratios are
based on a record national income
and would quickly mount should
the national income fall.

“Changes in important segments
of private debt are of great inter-
est, The accompanying chart
portrays the figures for the main
categories, plotted annually from
the end of 1929 to the end of 1947.
On the latter date the aggregate
of net private debt was $172 bil+
lion, having risen $22.4.billion in
1947 and $10 billion in 1946, Since
the end-of 1947 all types of debt
have risen further, some faster
and others slower than a year ago:
The: figure of $190 billion givén
above- is_a rough:estimate of the
total now. and  is probably low.
The ‘other’ category plotted. on
the chart includes debt of uninr
corporated businesses, farm debt
other than on real estate; borrow~
ings from banks to purchase or
carry securities, customers’ debt to
brokers, and policy loans of life
insurance companies. Consumer
debt includes instalment credit,
single-payment loans, charge ac-
counts and service cr edit (doctors’
‘billg, ete.).”

“A Striking ldea R
Oscar F. Kraft & Co., 530 West
6th Street, Los Angeles, Cal.,,
dealers in unlisted oil, mining a_nd
industrial securmes, are giving
away matches in-a gay copper-
color cover. A slogan—“We Have
a Trade That Service Made’—
strikes the eye each time one
strikes a “match. Ver_y‘_clev,er,

Oscar!

1929~
NET CORPO
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* - Labor, Wages and

By ROGER' W. BABSON

Production

- Noting recent price rises due to labor’s refusal’to increase produc-
tion- along with- higher- wages, Mr. Babson holds both labor and™

‘ management have erred and it is. as silly for. managément to sweat

- labor as it is for labor to.demand higher wages without referesice

i T L PR S Y S

. One of our great national headaches today seems to be getting our
preduction rolling and maintaining it at a.good'level. Daily headlines
in our own newspapers read, “Carpet Manufacturers, Announce Price
Increases to Offset Higher Costs of Materials”; “International- Har-

vester Ups®

. Prices On
"~ Tractors,
Farm Equip-
ment”; “Meat
Prices Due to
Rise Further”;
“Gas Rates
Boosted”;
“New Ford
. Car Prices
. Advanced.”
" And here’s
.t h e resull:
 “Bank Ac-
count.s
Trimmed as
Cost of Living,
) . Takes Bigger.
Chunk of Income.) All.because 1a~
bqr refuses to up production along
with higher wages, . g B
‘French cabinets. have fallen by
the dozen. over the question « of.
labor-management problems, and
wage and price controls. The Brit-
ish Labor Government in its at-
tempts to. increase production
along with wage. increases has.
b_ecome' the target of sharp: criti-
cism of ils Trade Unions, The:
same currents. and: eddies are ob-
servable throughout. the entire
world,  The Russian ideology is
spreading too.rapidly to other na-
txgns‘ This can. be stopped only,
with lower prices. through in-
creased’ production. .

The Easy. Life

The recent Tradé Unions Con-
gress. assembled at Margate, Eng-
land, suggested that unionists
were. bitterly. disappointed. over
the Labor Government’s unfavor-
able reaction-to another round: of:
wage rises, They had: been told:
for years of the hoard of wealth:
waiting. for them: when . workers
gained control. Thereé is a similar
pernicious  philosophy - current
here in America. When- will: our
labor leaders learn. that: the way’
out of their dilemma; is not: by
soaking. the rich: further? - A
wages and salaries- are: increased;
production must likewise increase;
Otherwise,  prices. will- be upped
s that we will kill the geese:
which are laying. the-golden: eggs.

‘There is something - fundamen-
tally wrong: with- our moral: fibre
when demands- for one pay hike
after another follow with.thought.
only. of. shorter hours, longer va-
cations. less production; and: more
pay. That kind of thinking. did.
not make America great. It was
not responsible for = Britain’s.
world leadership during the eigh-
. teenth. and nineteenth. centuries.
Perhaps this desire for something

‘Roger Babson

for nothing has been a potent fac- |

tor in Britain’s slipping: into a.
lesser role in world. affairs.

Need for Increased Production
When I was a kid the good. old-
fashioned incentive system. was
based on more pay. for more or
better work. In reiurn.for a.bet-
ter than normal. daily output, a
worker. was given. extra- financial
inducement. It was. this. greater
output . that brought about more
goods at lower prices which:found
bigger markets. The employee: in
turn could afford to buy houses
and furniture for. cash-because he
had. shared.- in the profits-. of
greater productivity. Everyone
gained: Our standard of, living
became the best in.the world:"
I realize the incentive  system
has. been abused by, some' man-
agements. with hide-and-seek in+
centive hocus-pocus: But most
employers today know that it is as

silly for themto. attempti to run'|
profitably by sweating labor as it

pitized for FRASER
p:/[fraser.stlouisfed.org/

is for' labor ' to expect higher
wages 'without reference to: out-
put. Labor and management
have both erred. They both have
their rights. Labor’s search for a
living wage- and  management's
quest for justifiable. profits will
not be. ended, however, by either
the stopwatch and the slide-rule,
nor by artificial restrictions .and
formulae legislation. ¥

Impertance of Character
< The ‘solution lies' in developing
certain. intangible traits of char-
acter. And:when, I speak of char-
acter, I'm not thinking of Sunday
School goody-goodies either. I'm

thinking: of ar attitude of fairness

which makes. it possible : to. see
the other fellow’s problems. I
mean courage, loyalty. sincerity
and pride- in:-one’'s work, giving
full measure. Character can't.be
measured, but put to:work, it re-
sults in health. prosperity and
happiness. for. all, -

Marcus Goodhody
e g :
50 Years in Wall St. -
. Marcus Goodbody, senior part-
ner of the brokerage firm of
Goodbody &
Co., will ob-
serve today 7
his fiftieth
year as a.
member: of
the firm.
- Mr..Goad-:
body, who. has
been a part- .
ner since
1902;. -started-
in the securi-
ties business
in -1898 ‘when-
he joined: the--
firm as an'or-
der clerk and
telephoneboy. o i
Previously he' had worked for
one year as a clerk for the Great
Northern Railway Company in St.
Paul, Minn.; following his gradu-
ation from. the ‘Sheffied Seien-
tific School’ of Yale University.
When: Mr, Goodbody went. to
work.for the firm, it had. a total
of five. employees.and three par-
ners.. Today, in-addition to. the
main, office and a-brdnch in-New
York, - there are offices in 20
cities. Ii elears for six member
firms, employs. some- 550 people,;
is. a: membher of- 19" principal se-
curity: and-commodity exchanges..
This afternoon there will be a
reception in the office of Mr.
Goodbody for. his. friends. in the
financial community, and' tomor-
row- there will be ‘a: luncheon of
partners and employees in. his
honor. At the luncheon, Mr.
Goodbody will: present gifts to the
13- employees with: 25" years or
more service.

3 B »
Emmelt Lawshe With
Carl M. Loeh, Rhoades.

Emmett Lawshe has become as-'
sociated:with the New York Stock
Exchange firm of Carl' M: Loeb,
Rhoades & Co., 61 Broadway, New
York. City, as.Manager of. its bond:
department; it is announced. Mr:;
Lawshe: is: a former partner of

- Shields- & Co: T

. Marcus Goodbody ___|'
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- Aspects of European Recovery

By  JOHN: J: McCEO¥*

President; fnterna:tional Bank for Reconstruction and Development

Mr. McCloy. describes purposes amd accomplishments of ERP vand'asspm most urgent need in Europe
is financial stability, Decries nationalistic' economy ‘prevailing in: Western- Europe- and’ calls for eco- K

nomic_integration, but. does. not expect. political uniom can.
~bused-uporrsER-NEIY a8y Well ~as necds and. caye. Warld. Ba
on specific projects where prospects.of repa

be, quickly

achieved.. Proposes. U. 8. aid.be;

nl.will-cupplomont ERP aid by concentrating
yment are'good: - - .. .. ...

- I'didn’t come here today toigive you.a sales. talk about the virtues of the International
Bank .or of its bonds. Rather, ]1 came in:response to-an invitation from your President to’

discuss with you some of the views with res

pect to the present European monetary and ecc-

nomic situa- . O
tion which we |
at the bank
have formu-
lated as a re-
sultofiour
sperations and -
‘observations
in that vital
area. |

As most of
you doubtless.
know, most of
the loans
granted by the
bank to date
have been for
purposes of
Euiopean: re-~ , .
construetion., In -the spring. .and
summer of 1947, we made a series
of four European loans — to
France, -the Netherlands, Den-
mark and: Luxembourg: — aggre-

John J. McCloy

gating' $497. million. These leans|

came at a time when European
resources- of dollar exchange had

| fallen- to. dangerously. low levels

and.credits from.the United.States
and' other Western Hemisphere
countries had’ largely: been ’ex-
hausted. ‘They served, I' believe,
their intended purpose of helping
to prevent a disastrous drop in.the
production of the borrowing coun-
tries.and possible economic col-
lapse. .

We were fully aware, of course:
that these loans, vital- as they
were, provided, only a; partial
solution to Europe’s problems, The

| physical deyastation, the disrup-

tion of trade -and the industrial
and. governmental. dislocations
caused by the war left a far'wider

; | crevice in Europe’s economy: than

any but a very few had antici-_

| pated.. Financial:aid on a. scale far.

beyond anything the bank. could

‘| conceivably ~ afford was. cléarly.
| necessary. Fortunately for Europe:

and for the world, the seriousness
and'urgency of Europe’s situation.
were- recognized by far-sighted.
leaders of the United States and:
as. a result of their efforts, com-
bined with a really hopeful dis-~
play of initiative and. cooperation.
on' the part of the Western Eu-
ropean: countries themselves,. the
European Recovery Program. was.
brought into being. That program,
in my judgement, happily com-
bines the best. qualities: of, the
American. tradition — generosity,
daring and realism. s

..ERP. has now been in operation.
for a sufficiently long period: for

.us to begin to take stock of what:

has’ béen accomplished . by. the
program -and- -of -the preblems
which lie ahead. : :

There is a' tendency always. 1.
believe,- to emphasize the 'diffi-
culties. of- every great endeavour
and to,minimize. the. accomplish-~
ments -achieved; So let' me say at
the outset that: the' degree oft Eu~
ropean. recovery already realized:
is, in:my judgment, quite remark-
able, In fact; I.think it can:fairly
be- said that in; most European
countries the emergency. recon-
struction phase is: over. Industrial:
production in all of: the major
-Western European nations, except:
Germany ‘and: Italy,. has- closely
approached or exceeded the pre-
war level. Transportation and
power facilities have, in general;
been restored. And even agricul+

tural - production is rapidly im-

“An- address. by: Mr.- McGCloy
before the 55th: Annual. Meeting.
of the Savings. Banks. Assoeiation
of the State of New York, Atlantic.

City, N. J., Nov. 6, 1948.

proving -towards - the’ pre-war
average. K .

i Two- years ago—even one year
ago—the ‘major obstacles to- in-
creased recovery were - specific.
physical' bottlenecks: There were-
critical shortages in coal'and-steel,
and: theré was, not, enough: labor
or-enough-transport: Today- there
ib still far from a surplus of these
items; and more- coal, more: steel;
more labor ‘and more- transport
would- -unduestionably ' increase
production:substantially. But.these

| Hottlenecks are not now the same

crucial’ items: they were ‘a:year’ or
two. years: ago. The emphasis. and:
the ‘urgeney ‘have: shifted  from
pLurely: physical- production. prob-
lems- to-more: subtle- but, equally
essential. financial-issues. - .
Burope: Neods: Financial: Stability-
! Petrhaps' the most urgent need:
ih Europe:- today: is: for -financial-
stability. It is hard.to. over-em-
Rhasize |, the' importance of this,
Broduction; trade and investment
plans; no. matter: how. well: con~
ceived. on- the national: or inter--
Hational level, are worth, litle un-
lss they are translated into.action
through- the" efforts ‘and: initiative:
of- millions: of: individuals:. A pre=
requisite for-that. is confidence on.
the.part of the businessman, the
farmer ~and’ tHe laborer in . the
value- of the- money: they' receive
for. thein goods. or-services: Given.
such: confidence] seeming. miracles|
of production. cant be- .accom-
plished. Without' it,’ recovery" is
impossible.- - - <, 70

i Equally important, -~ fihancial
stability is-necessary for the free
flaw -of. internatienal. tradz ‘which.
is the life-blood of the ERR coun-
tries* economy. It prcfits little to

.produce” more’ goods ‘unlesg they

can be freely sold in'the: markets:
‘of -the. world.. Yet.-we. -can ‘only
progress from’ the refined’ barter
techmiques whicH still characterize
too. much: off intra-Euiropean trade
andi reestablist,;-it- on: a« healthy
multilateral. basis -if. confidence is
restored_ in «the  currencies’ in
which such trade’is conducted.

: The prevailing  lack of* confi—
dence in -European: currencies: is
perhaps rmost: dramatically: re-
flected in,the flight.of capital.now
going on.. The causes, of course,
are 'botlr political and economic.
There:.can. be .ne: financialt stabil-
ity .in the absence of sound- fi+
nancial policies, but there can also
be no’ financial " stability” without

_confidence on -the- part of: the

people: in.thé political future: of
their country; This explains why
the problem. of. military -guar-
antees, now so widely discussed,

‘has such direct and-vital-economic

implications. It/ isn’t: necessary,. of

course, -that. all- golitieal- tensions |,

be remaved before.we. can: take
firm constructive steps in the eco-
nomie field, but the minimum we

-must.have. is-a.situation.in: which.
.there is not a common belief that

war is inevitable, .

The financial. peolicies- essential
for stability are both ‘simple and
well understood. They involve -a-
balanced governmental budget; ors
preferably, even a surplus; credit
controls to ensure that the bank-
ing system does not create exces-
sive means of payment; .and
appropriate price’ and' wage ad“~
justments: - internally - so- tHat
productive resources are not di-:
verted into non-gconomic output’
as;a result of 'price maladjust-
ments,. ¢

In this connection;,it:is.interest-

‘ducing: grave political tensions::

ing to note the development of

what has been called the “ashtray
economy.” With the price struc-
ture maladjusted and prices of'.
essential items rigidly controlled
in many countries, people fre-
quently have more money.-to
spend than they can use to buy-
rationed commodities. Two results
flow from this. The first is-that’
a premium is placed on the manu-
tacture of ashtrays, knicknacks
and’ other non-economic products
which can be sold at free prices:
but.- which: cause a: diversion: of

labor, materials and power  fronw ¢

the' production of more essential |
items. The second result-.is- thai"’
domestic  demand for all goods, "
both  essential ‘and -non-essential;
is' se*strang that there is no; in# -
centive. for the manufacturer to
look to foreign. markets for the

sale-of his products. This situation

can. only be remedied: by creating -

.conditions of monetary- stability:

which - permit of realistic. price
readjustments through the normal
mechanisms of the- market;

In-brief, restoration of financial-
stability’ is necessar'y, not! only. to.
increase’ the: over-all’ volums- o%-
production, but alse to.ensure the
production of essential goods, to
increase the availability of- goods
for export and’ to: put: European:
trade on.a firmer and more stable
basis. oo

Economic Integration of. Western:
) .. Europe- )
I would like fo, turn. now. to

another matter which L also be-

lieve to be essential for tHe suc-

cess-of ERP'— the necessity for a.

far-reaching- integration.  of:, the

economies. of, the Western. Euro—

pean countries, . s g e
I think we would all agree that,

for many years, Europe Has been

suffering from an excess-ofi na=
tionalism. The fact is that: tech—
nological changes have outrun.the.
development of political institu-.
‘tions. The drive of nationalism
during the 18th and 19th.centuries;
whatever its other drawbacks; was.
from. an economic standpoint: a
‘unifying influence, which stim-
ulated  and strengthened’ the ex-
panding technical and. economic
forces of that era. The growth:of

national' states destroyed. - the 1

remnants of feudalism which™’

fettered production and trade; it !
broke. down. provincial barriers }
and: widened domestic: marketssin:{
the major European countries; it

abolished the petty principalitigs @
of Germany and Italy; and-its im="!
‘perialistic extensions, while: pro=:

and social injustices, at least b
helped to promote the expansion !
of- Western technology into- un--!
developed areas of the world.

But. today the effect of na~|
tionalism- seems to- be - to: divide .
rather than to unify the- world
economy. The techniques of mass
production and’' mass distribution+
make that market area within!:
Belgium or Sweden, or_ evenj
within. France and. the United!]
Kingdom, as inadequate  for to-;|
day’s ‘purposes as, say, the 19thi!
century kingdoms of Saxony or;;
Sardinia were in their day. More-.
gver, as the idea of nationalismi
spread out from Western Europe;
its emphasis changed; it beganf:
to: be' directed less toward: 'ghe;l‘
goal of integrating a group of in-i-
dependent or loosely-knit states:
into an economically sound umt;g
and’ more . toward giving every;‘;
ethnic group an independent:!
sovereignty, each with.its-separate |
(Continued on page 34)
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- Canadian

Secuntles

By WILLIAM J McKAY

The suggestion that the Canadian dollar be permltted to find its
own level on one free market appears to have fallen on fertile ground

rorth of the border.

This idea was the principal topic of debate at

the recent annual convention of the Canadian Chamber of Commerce

in Vancouver. As might be ex-%
ypected the representatives of in-
dustry were unreservedly irr
favor of freedom of the exchanges
inasmuch as such a development
would also imply the removal of
foreign trade restrictions. Al-
ihough some objections were
voiced on the part of the banks
ihere was almost complete una-
y-imity in principle and the doubts
cxpressed were almost entirely
confined to the timing of an ex~
yeriment of this kind. Unsettled
world conditions and the fact that
Canada has not yet completely
solved the problems of the chronic
imbalance of trade with this coun-
iry, were among the reasons ad-
vanced. against any early action
in this direction.

There is certainly c0n51derab1e
justification for a cautious ap-
proach-at this time, On the other
hand in view of Canada’s eurrent
cconomic strenigth and unrivalled
prospects, the Dominion is in' a
unique’ position to undertake a
bold experiment of this kind. At
ihe outset it is probable that the
removal of exchange restrictions
would give rise to a. repatriation
raovement of . foreign blocked
funds. On the other hand: the
initialk; widening of the exchange
ciscount would  tend to. attract
fresh investment and thus pre-
vent any disorderly depreciation
of a free Canadian dollar. Fur-
thermore Canadian exports would
ke stimulated at: the expense of
imports and this would serve as
a further check to.any excessive
movement of the rate,

In any event, at this stage of
.Canadian development it is essen-
{ial that the Dominion enceurage
in every way the inflow of for-
cign investment capital: The
Canadian dollar at a discount vis-
a-vis the U. S. dollar is one sure
way -of attracting capital funds
from this country but there is
little question that the ability of
U.'S. capital: to- move freely. in
both: directions across the border
would. prove to be a. still greater
stimulus,

It is doubtful whether action of
this- kind- would receive the un-
qualified approval. of the Inter-
national Monetary Fund but it
would certainly be in accordance
with many of its avowed purposes.
Foremost among these is the re-
moval of restrictions that are now
responsible for the maintenance of

'CANADIAN BONDS.

GOVERNMENT
PROVINCIAL
MUNICIPAL
_ CORPOR_ATIO'N:"

———

{| cANADIAN sTocKs -

# ot

A.E. AMES & co. e

INCORPORATED

. TWO WALL STREET

. NEW YORK 5, N.. Y. o

b WORTH 4-2400
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most of the currencies of the
world at purely. artificial. levels.
The establishment of one rate of
exchange for the Canadian dollar
would also be favorably regarded.

In any case Canada now has an|’

exceptional opportunity to take a
long step in the direction- of
greater freedom of the world’s
exchanges-and foreign trade.
During the week there was
persistent strength in the external
section of the bond market al-
though offerings ' continued in
scant supply. The internals were
also- in- steady demand- in sym-
pathy with- the firmness of free

funds. Despite the serious break
in New York, the Canadian-stock
markets were surprlsmgly little
affected, Western Oils and the'
base-metals held - most of their
recent spectacular gains and the
losses . in the- industrial issues:
were on a relatively small scale
in comparison with: those . regis-
tered on this side of the border.
The failure of the Canadian mar~
ket to follow the New York lead
was reflected in a further widen-
ing of the stock-arbitrage rate.

Quackenbush  Heads
Dominion Bank’s Foreign-

Exchange Trading Dept.
E. A. Quackenbush has beeh
appointed. an' Assistant Agent’ in

E. A, Quackenbush

charge of foreign exchange trad-
ing at the New. York office:of The
Dominion. Bank,. according to an
announcement today from the
bank’s head offrce in Toronto

With Chas. W. Scranton

(Special to. Tre FINANCIAL CHRONICLE) ..

NEW  HAVEN, CONN.—N. C.
Hosking is with Ghas, W. Scran-
ton” & Co., 209: Church. Street,
members of. the New York. btoek
Exchange.’

Andrew J. Arrant'».J_oins'
Paul A. Davis: Co. ;
(Special to. THE FINANCIAL CHRONTCLE)
MIAMI; FLA.—~Andtew J. Ar-
rant has become associated " with
Paul' A: Davis' & Co., ‘Ihgfaham
Building: Mr. Arrant was: for-
merly head of Ajax. _vCorpor ation.

i| tutions,~ lumber companies,
:| the building-trade.

Ganadlan Stocks
Imperlal 0|I I.td

Crrcular on Request

CHARLES KiNG & Co.-
Members -Toronto, Stock Exchange
61 Broadway, N. Y, _WHitehall 4-8980

Blunt, Ellis & Simmons
To Form:New Firm
CHICAGO, ILL.—John E. Blunt

3rd, and R. Winfield Ellis have
resigned as Vice-Presidents and

~

Richard W. Simmon$ John E. Blunt, 3rd

Directors of Lee Higginson Cor-
poration and Richard W. Simmons
has resigned as Vice-President.
They, together: with . Eugene
Hotchkis¢, who has been associ-
ated with Lee Higginson Corpo-
ration for many . years, will form
a parinership under the name of
Blunty” Ellis -& Simmons, to en-
gage-in g, generzl investment and
brokerage  business,” and. will
make application for membership
on the New York Stock Exchange,
1t is expected that the new firm
will open for business in Chicago.
on or about the firsi of the year,

P. W. Brooks & Co.
Offer Plywood Go. Beh.

P. W. Brooks & Co., Inc.,, of-
fered Nov. 8 $500,000 Plywood
Inc. 5% sinking fund debentures
(with warrants to purchase 50,000
shares of common stock). The de-
bentures, ‘due Aug. 1, 1967, are
priced at 97% plus accrued-inter-
est from Aug. 1, 1948,

The proceeds from’‘the- sale of

‘| the debentures” will' be used for

additional © working * capital - and
may also be used for the acquisi-
tion of standing timber or addi-
tional plant facilities or both. -

Plywood, Inc., incorporated in
1947, manufactures and sells ply-
wood- and related items, and is
continuing businesses = formerly
conducted by’ its  predecessors.
The company manufactures and
supplies both softwood and hard-
wood plywood'and related: prod-
ucts to retail ouflets, woodwork-
ing industrial accounts, such as
furniture and .cabinet ‘factories,
architectural’ and interior flmsh
mills;. heavy ' -industrial ‘plants,
sign and - display conecerns, show.
case manufactirers,- pubhc‘ insti-
and

In addition - to retirement by
purchase or redemption through
the sinking fund at not exceeding
102%, %, the debentures, are, re-
deemable ‘at‘the: ‘option ‘of " the
company at prices ranging from
105% if' redeemed before Aug. 1,
%ggg down to par after Aug 1

The warrants éntitle the bearer

July 31, 1952, at. a price of $4 per:
share if purchased- on or hefore:
July 31, 1949, and at $5 per share:
thereafter. ‘

Upon completion of this. finane-.
.ing. capitalization. of the .company
.will consist of $1,000,000 5% sink-
ing fund- debentures, 525 150 shares!
of-common stock, and 74 850 ‘com-.

.| mon.stock purchase warrants

| Jones.and Smith Are

\Wh Hecker & Co.

PHILADELPHIA PA. ——Normam
B Smith and Paul Jones, Jr., for-
- merly of. Van Alstyne, Noel & Co.,
-have. joined Hecker & Co., Liberty.
Trust Building, . members .of _the

Direct wire to Toronto

I BT [

to purchase common ‘stock of the|
company-at. any time on or before |

New-York and Philadelphia Stock |

sentatives.

Exrhanges, as reglstered repre- :

Growlh in anate Debls

Northern Trust Co: of Clncago argues though net debt is up $50

billion since 1945 and is higher than ever before, it is still lower

than pre-war in relation to national income. Cites important change}
in categories' of private debts.

In the November issue of its

monthly bulletin “Business Com-

ment,” The Northern Trust Company of Chicago calls attention to

rapid rise in public debt since 1945,

but remarks, despite the increase,

debts owed by individuals and corporations, in relation to national

income, is much lower than before

the war. Commenting on this, the
article states.-—-

/ “C@rporatlons and mdlvrduals
are now in debt for larger sums
than ever hefore. Net private
debts are estimated to total close
to $190 billion. Two and three-

| quarter years ago the figure was

only $140 billion. In 1929 private
debts aggregated $162 billion,
which was the peak until recently.
In 1935 and again in 1938 the,
dgure dropped to a low of $125
billion, about the same as in 1923,
The strong upward movement of
private debt in periods of pros-
perity and rising prices, and.
downward movement in periods:
of economic adversity, are char-:
acteristic of the American econ-
omy. The ‘swings in debt are
partly a cause and partly. an ef-
fect of the swings in husiness and
prices. Is private debt' now ex-

‘cessive? What are the economic

implications?

“In relation to the national in-
come, private debt is a good deal.
less than in 1929 or than 10 years
ago. The national income is now
running at the rate of $220 billion
a year, so that the aggregate of
private debt is no more than 86%
of the national income. In 1929,
the national income was. $88 bil-
lion; the ratio of private debt to
incomes was 185%. In 1938, with
national income only $67 billion,
the ratio was also 185%. The
total of private debt could double
from the present figute and still
be no heavier in relation to na-
tionalyincome than in many past
years. . When the decline in inter-
est rates on borrowings is taken
into.account, the actual burden of|.
the debt is even less, relatively,

‘than the a'bove compansons sug-

gest.

. “The huge growth in public: as
distinct from private debt has, on
the  other hand, more than kept
pace. with the rise in" incomes.
Net  .public -and .private debt to-

gether now total close t0‘$425 bil-

lion, compared with $192 billion
in 1929 and- $181 billion .in 1938.
The ratio of total debt to nat.onal
income is now about 195%, as
against 220% in 1929 and 270% in
1938: The total debt is still rela=
tively low, especially when the
extremely low interest rates now
current are taken into account. It
cannot be over-emphasized, how=
ever, that the present ratios are
based on a record national .ncome
and would quickly, mount should
the national income fall. '

“Changes in important segmente

'of private debt are of great inter~

est. The accompanying chart
portrays the figures for the main
categories, plotted annually from

| the end of 1929 to the end of 1947.

On the latter date the aggregate
of net private debt was $172 bil+
lion, having risen $22.4. billion in
1947 and $10 billion in 1946. Since
the end- of 1947 all types of debt
have risen further, some faster .
and others slower than a year ago.
The: figure of $190 billion givén
above is.a rough. estimate of the
total now. and is probably low.
The ‘other’ category plotted on
the chart includes debt of unins
corporated businesses, farm debt
other than on real estate, borrow-
ings from banks to purchase or
carry securities, customers’ debt to
brokers, and policy loans.of life
insurance companies. Consumer
debt. includes . instalment credit,
single-payment loans, charge ac-
counts and service credit (doctors’
bills, ete.).”

“A Striking Idea”
Oscar F. Kraft & Co., 530 West
‘6th Street, Los Angeles, Cal,
dealers in unlisted oil, mining and
industrial securrtles, are giving
away matches in-a gay copper-
color cover, A slogan—“We Have
a Trade That Service Made”—
‘strikes the eye each time one
strikes a ‘match. - Very cleyer,

Oscar!
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- Laber,

Wages and Production

By ROGER W. BABSON:

: Noting recent: price rises due to-labor’s refusal’to increase produc-
tion' along: with- higher- wages, Mr. Babson holds both labor and’
 management have erred and it is. as silly for. managément to sweat

- labor as: it is for labor to.

demand higher wages, without refereiice
toroutpat;- ~ e b 2 S

One of our great national headaches taday seems to be getting-6ur

production rolling and maintaining

it at a.-good level. Daily headlines

in our own newspapers read, “Carpet Manufacturers, Announce Price
Increases to Offset Higher Costs of Materials”; “International Har-

vester Upse

Prices. On

. Tractors,
Farm Equip-
ment”; “Meat
Prices Due to

. Rise Further”;
“G.as Rates

. Boosted”;
“New Ford
Car Prices
.Advanced.”
And here’s
.t he result:
: “Bank Ac-
count.s
Trimmed. . . as
'(I:‘Oi;(t of Living,
L akes Bigger
- Chunk of Iricome.’ AlL,becahs(f%a-
bor refuses to up production along
with higher wages eopL 0
‘French cabinets have fallen by
the dozen..over ihe question of,
labor-management problems, and
wage and price controls. The Brit-
ish Labor Government in its at-
tempts to. Increase production
along wilh wage . increases has.
become the target of sharp. criti-
cism of ils Trade Unions, The
same currents and: eddies are ob-
servable throughout the. entire
world. The Russian ideology is
spreading too rapidly to other na-
tions. This can. be stopped ouly,
with lower . prices through in-
creased’ production.

‘The Easy. Life

The recent Trade Unions Con-
gress assembled at' Margate, Eng-
land, suggested that unionists
were bitterly disappointed. over
the Labor Government'’s unfavor-
able reaction. to another round: of
wage rises. They had: been. told.
for years of. the hoard of wealth:
waiting for them: when workers
gained control. There is a similar
pernicious philosophy - current
here in America, “When- will our,
labor leaders learn. that; the way
out of’ their dilemma: is not, by
soaking. .the- rich: -further? - As,
wages and salaries: are- increased,
production must likewise increase;
Otherwise,| prices. will: be upped
sq that we will kill the geese-
which are laying: the:golden eggs;

‘There is something fundamen-
tally wrong: with. our moral: fibre
when. demands- for. one: pay. hike
after another follow with thought
only.of shorter hours, longer va-
cations. less production; and: more

" Roger Babson. -

pay. That kind of thinking. did:|

not make America great.. It was
not responsible for Britain’s.
world leadership during the eigh-
. teenth and nineteenth. centuries,
Perhaps this desire for something:

for nothing has beén a. potent. fac- |

tor in Britain’s slinping: into. a:
lesser role in world affairs.

Need for Increased’ Production

When I was a kid the:good old-
fashioned incentive system. was.
based' on more pay for more or
better work. In return for a bet-
ter. than normal. daily output, a
worker was given. extra. financial
inducement, It was- this. greater
output .that brought about more
goods at lower prices whichifound
bigger markets. The employee-in
turn could afford to buy houses
and furniture for cash.because he
had. shared.: in. the profits- of
greater productivity. Everyone
gained: Our standard- of. living.
became the best. in. the world:

I realize the- incentive system.
has. been abused by someé' man-
agements. with-hide-and-seek: in+
centive hocus-pocus;” But most
employers today: know that it isas

silly for them:to. attempti to run'|
profitably by sweating laber. as it

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

is for' labor to expect higher
wages ‘without reference to out-
put. Labor and' management
have both erred. They both have
their rights. Labor’s search for a
living wage. and management’s
quest for justifiable profits will

‘not be ended, however, by either

the stopwatech and the slide-rule,
nor by artificial restrictions and
formulae  legislation. :
Importance of Character

¢« The "solution lies in developing
certain. intangible traits of char-
acter. And when, I speak of, char-
acter, I'm not thinking of Sunday
School goody-goodies either. I'm
thinking of an- attitude of fairness-
which “makes. it possible to see
the other fellow’s problems, I
mean courage, loyalty: sincerity
and pride--in: one's: work, giving
full measure. Character can't be
measured; but put to work; it re-
sults in health; prosperity and
happiness. for. all, -

Marcus Goodhody
50 Years in Wall St. -

. Marcus Goodbody, senior part-
ner of the brokerage firm of
Goodbody &
Co., will ob-
serve today !
hisfiftieth
year as a
member: of
the {irm. )
" Mr..Good-
body, who has:
been a. part- -
ner since
1902;. - started”
in the securi-
ties. 'business
in 1898 ~when
lie joined: the -
firm -as an or-
der clerk: and
teleplionéboy. . -
Previously' he- had worked for
one year as a clerk for the Great
Northern Railway Company in St
Paul; Minn.; following' his gradu-
ation from the - Sheffied Seien-
tific- School' of Yale University.
When. Mr. Goodbody. went. to
work. for the firm, it had. a total
of five. employees and three par-
ners., Today, in- addition to: the
main, office and a-brdnch in.New
York, - there are offices in 20
cities. Ii clears for six member
firms, - employs some-550 people,
is: a* member ofr 19- pringipal se=-
curity: and- commodity: exchanges.
This afternoon there will be a.
reception in the office of Mr.
Goodbody for. his. friends- in. the
financial community, and‘tomor-
row there will' be ‘a'luncheon of
partners and' employees in. his
honor. At the luncheon, Mr.
Gondbody will present gifts.to the
13- employees‘ with' 25 years or
more service.

o iy 3 L .
Emmelt Lawshe With
Garl M. Loeb, Rhoades

Emmett Lawshe has become as-
sociated/with the'New York Stock
Exchange firm of Carl' M: Loeb,
Rhoades & Co., 61 Broadway, New
York.City, as:Manager of its bond.

department; it is announced. Mr:
Lawshe: is: a former partner of

Marcus Goodbody __

' Shields: & Co."

_Aspects of European Recovery

President; fpterna;tion

By JOHN- Ji McCEO¥* -

al Bank for Reconstruction and Development

Mr. McCloy describes purposes and” accomplishments of ERP and asserts most urgent need in Europe
is financial stability, Decries nationalistic economyprevailing: in- Western- Europe- and’ calls for- eco-
xpect  political uniow can, be. quickly achieved.. Proposes.U. S. aid.be.
~based poii sell-help as well “as  need, and. says. World:Bank. will. supplement ERP aid by concentrating; .
: " on. specific projects: where prospects.of repayment are good. P
1 didn’t come here today toigive you.a sales-talk about the virtues of the International
Bank or of its bonds. Rather, ] came in response to an invitation from your President to

nomic_ integration, but. does, not e

nomic situa-

discuss with you some of the views with respect to the present European monetary and eco-

tion which we
at the bank
have formu-
lated as a re-
sult of'our
operations and -

‘observations

in that vital

area. .

" As most of

you doubtless:

know, most of

the loans

granted by the

bank to: date

have been for

purposes of

Eubopean: re-- i )
construetion., In .the spring. .and
summer -of 1947, we made a series
of four European loans — to
France; ..the Netherlands, Den-
mark and: Luxembourg: — aggre-

John J. McCloy

gating $497 million. These loans|

came at a time when European
resources-of dollar exchange had
fallen to. dangerously low levels
and.credits from.the United. States
and' other Western Hemisphere
countries had- largely' been ’ex-
hausted. ‘ They 'served, I' believe,
their-intended purpose of helping
to prevent a disastrous drop in.the
production of* the borrowing ‘coun-
tries .and possible economic col~
lapse. '

We were fully aware, of course;
that these loans, vital: as they
were,' provided- only- a: partial

1| solution to Europe’s problems, The
# | physical: devastation, the disrup-
| tion of trade ‘and the industrial

and' ' governmental  dislocations
caused by the war left a far wider
crevice in Europe’s economy: than

any but a very few had antici-

pated. Financial:aid on a.scale:far:

.| beyond anything the bank - could
'| conceivably afford was. clearly.

necessary: Fortunately for Europe
and for the world, the seriousness
and'urgency of Europe’s situation,
were recognized by far-sighted.
leaders of the United States and.
as a result of their efforts, com-
bined' with a really hopeful dis-

play of initiative and. cooperation.

on: the part of the Western Eu-
ropean countries themselves, the
European Recovery Program.was
brought into being. That program,
in my judgement, happily com-
bines the best! qualities- of, the
American tradition — generosity,
daring and realism. - .

.ERP has now been in operation.

for a sufficiently long period: for

us to begin to take stock of what:

has. been accomplished by: the
program .and of -the preblems
which lie ahead. d

There is' a' tendency always.. 1
believe, to- emphasize the diffi-
culties, of. every great endeavour

and. to. minimize, the. accomplish--
ments -achieved: So let: me say.at:

the outset that the degree. oft Eu~

ropean: recovery already realized:

is,.in'my judgment, quite remark-

able. In fact] I.think it can:fairly

be said. that ini most European
countries the emergency recon-

struction phase is: over. Industrial’

production in all of. the major

‘Western European nations, except’

Germany ‘and. Italy,. has. closely
approached or exceeded the pre-
war level. Transportation and
power facilities have, in general;
been restored. And even agricul-
tural production is rapidly: ;m—

“An- address. by: Mr.- MoCloy
before. the 55th: Annual, Meeting:
of the Savings Banks- Assoeiation
of the State of New York, Atlantic
City, N..J.,, Nov. 6, 1948.

' justments-

proving ‘towards - the' pre-war
average. g

{ Two. years ago-—even one year
ago—the major' obstacles to- in-
creased recovery were . specific.
physical' bottlenecks: There were-
critical shortages-in coal‘and-steel,
and: there was. not enough: labor
ar- enough- transport. Today there
is still far from a surplus of these
items, and more:coal; more: steel,
more labor 'and more transport
would- unquestionably increase
production.substantially--But these
bottlenecks are not now the same
crucialfitems they were a:year’ or

two. years: ago. The emphasis. and:

the" ‘urgency- -have: shifted” from
purely: pHysical production. prob-
lems: to.-more- subtle  but: equally.
essential, financial: issues. -

Qul‘opm Needs-Financial: Stability:
! Perhaps the most urgent need:
ih: Europe-today: ‘is; for financial:
stability. It is hard.to.over-em-
phasize | the' importance of this.
Broduction, trade and investment
Rlans;. no: matter: how! well: con-
ceived: on: the (national: or< inter~
rational leyvel, are worth, little un-
less they are translated into action
through- the efforts and: initiative
of millions of: individuals.. At pre-
requisite for-that. is confidence: on.
the part of the businessman, the
farmer and tHe laborer in , the
value: of the:- money they: receive

for: thein:goeods.or- services:. Given.

such- confidencef seeming miracles
af production, -can{ be. accom-
plished. Without' it," recovery is
impessible.- - . .00

. Equally important, - financial
stability is-necessary for the. free

flow -of. internatienal. trad= which.

is.the life-blood of the ERR coun-
tries’ economy. It prcfits little to
produce more’ goods ‘unless they
can be fieely sold: in the: markets:
of -the.- world. Yet.-we. -can - only.
progress from the refined' barter
techniques which ‘still cHaracterize
too- much- of’ intra-European trade
dand: reestablishi it: on: a: healthy
multilateral- basis -if. confidence. is
restored " in_«the ~currencies  in
which' such tradeis conducted.’

i The prevailing lack " of* confi-
dence in -European: currencies- is
perhaps  most - dramatically: re-
flected in,the.flight.of capital. now
going on. The causes, of course,
are ‘both ‘political’ and ‘economic.
There .can: be no: financial¢ stabil>
ity in the absence of sound: fi+
nancial policies, but there can .also
be no financial stability” without
confidence on -the part of- the
‘people. inthé political future: of

.| their country: This explains why

the - problem of. military. guar-
antees, now ‘so widely discussed,
has such direct and‘vital-economic
implications. It isn't necessary,. of.

course, that -all- politieal' tensions |

be remaved .before.we. can: take.
‘firm ‘constructive steps in the eco-
nomic field, but the minimum we

-must.-have. is-a. situation. in. which.

.tHere is not a common belief that
war is inevitable. )

The financial. pelicies. essential
for stability are both ‘simple and

well understood. They involve a:

balanced governmental budget; or;
preferably, even a surplus; credit
controls to ensure that the bank-
ing system does not create exces-
sive means of payment; .and
appropriate price  and' wage ad-
internally so: ' that
productive resources are not di-:
verted into non-gconomic output
as.a result of ‘price maladjust-
ments,. - oL

In.this connection;.it:is.interest-
ing to note the development of

‘perialistic extensions, while: pro-
-ducing grave political tensions:

what- has beencalled the “ashtray
economy.” With the price strue-
ture maladjusted and prices of
essential items rigidly  controlled
in many countries, people fre-
quently have: more money, to
spend than they can use to buy-
rationed commodities. Two results
flow from this. The first is that’
a premium is placed on the manu~’
facture of ashtrays; knicknack:
and’ other non-economic products
which can be sold at free- prices:
but which cause a diversion: of

labor, materials and power from~/

the. production of more essentiat _
items. The second result- is- that" "
domestic ‘demand for all ‘goods,-
both "essential and non-essential; -
is' so-strong that there is no;in~ -
centive. for the manufacturer to
look to foreign. markets for thc,
sale-of his products, This situation
can. only be remedied. by creating:
conditions of monetary- stability
which - permit. of realistic. price
readjustments through the normal
mechanisms of the- market.

In-brief, restoration of finaneial-
stability is necessary, not: only: to.
increaser the: over-=all’ vo!ume-. oi-
production, but also.to.ensure the
production of essential goods, to
increase the availability of- goods
for export and' to put. Eurcpean:
trade on:a firmer and-more stable
basis.

Economic Integration of Western

. ,. Eurgpe

I would like fo turn: now. to
another matter which L also_be-
lieve to be essential for tHe suc-
cess-of ERP'— the necessity- for a-
far-reaching integration. of:, the
economies. of the Western. Euro~—
pean countries. T

I think we would all agree that,.
for many years, Europe Has been
suffering from an. excess--off na~
tionalism. The fact is that:tech—~
nological changes have oufrun.tho.
development of political institu-
tions. The ‘drive of nationalism
during the 18th and 19th.centuries;
whatever its other drawbacks, was
from an economic standpoint: a
‘unifying influence, which stim-
ulated- and' strengthened' the ex-
panding technical' and. economii
forces of that era. The growth: i
national- states- destroyed. the.;
remnants of feudalism which
fettered production and trade; it !
broke down. provincial. barriers }
and: widened domestic markets«in:{
the major European countriesg_ it i
abolished -the petty principalities :

of Germany and Italy; and‘itS'ix'rv-".L

and social injustices, at least !

Helped to promote the, expansion |
of* Western technology into- un~-
developed areas of the world: i

But. today the effect of nar |
tipnalism- seems to- be  to- divide |
rather than to unify the: world
economy. The techniques of mass 1
production and’ mass distribution=}
make that market area within:’
Belgium or Sweden, or eveni
within. France and. the :United?!;
Kingdom, as inadequate for to—
day’s. purposes as, say, the 19th:
century kingdoms. of Saxony or; ;
Sardinia were in their day. More- X
over, as the idea of nationalismt,
spread out from Westerr; Europe;
its emphasis changed; it beganii
to: be: directed ‘less toward! the;.
goal of integrating a grou‘plof in-
dependent or loosely-knit states:
into an economically sound umt"g,
and more toward giving everyjj
ethnic group an independent:!
sovereignty, each with its separate !

(Continued on page 34)
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Securities Salesman’s Corner
By JOHN bUTTON

Those of us who are contributing our share to the great economic

forces which have created America by going out into the highways
and byways of this lard and telling others about the opportunities
for investment in the stocks amd bonds -of the nation’s business-enter=
prises, have been doing-some stock taking since last Wednesday,
Nov. 3. It is no doubt a correct assumption that the majority of
s who are engaged in the securities business have never believed
that the welfare and prosperity of the entire nation could be er_lhanced
by the economic doctrines of the New Deal. Though often misrepre-
sented to the public, Wall Street I think has conscientiously believed
that all would eventually be poorer if controls of prices, favoritism
toward organized pressure groups, pegged government bond markets,
deficit financing, paternalism and bureaucracy, were undertaken in
the most extreme manner by the government. Today, we are faced
with the reality that a majority of the voting population have en-
dorsed thiese ideas and have placed in office a complete administra-
“tion that has promised to put such policies into practice.

During thé past few days I have asked many of my friends who
are also in the securities business just what they think lies ahead for
our industry. The answers have been as confusing and contradictory
as you yourself have probably obtained from some of your associates.
For this reason I am going to omit many of the answers that I re-
ceived to my queries and if just one more opinion on the confused
welter of the waters is not too much for you, here is the way it looks
{0 me. ’

ii. . This is no t:me for wishful thinking or for minimizing the _prop-
lems which will lie ahead of the retailer of securities, Whistling in
the dark may make us teel better for the moment but it won’t solve

our problems, Facing realities it adds up to this, Capitalism in this |

country is now definitely on the defensive. If Mr. Truman is a great
man he will bring the people together and he will call his party
dround him and strive to work out the many conflicting economic and
fiscal problems without vindicativeness or hatred and persecution of
{hose who own property. If he attacks profits viciously, if he elevates
labor to a point beyond which any particular group in our land
should never rest, if he spends recklesly, then those of us who are
engaged in the investment business have a most difficult task before
us. . It will not be possible to interest investors in the purchase of
securities if the 'values and equities which we offer them are being
drained off day by day by the unsound activities of the government.

Of course, if governmental policies curtail investment and busi-
ness confidence becomes impaired then the economic forces which in
the end must prevail, will in themselves bring about a change in our
government. No political party can withstand mass unemployment,
business bankruptcies, and chaotic economic conditions. For a while
it would be possible to continue to penalize the investor class, making
up the difference in the requireqd capital needed for the continuance
prosperity. by further inflation of the money supply, but eventually
the economic realities would assert themselves.

This then is where we stand—it is not going to be an easy road.
- If any of us think that selling securities has been a tough way to
earn a living during the past 16 years and that now we may have it
easier, I hope they are right. For my part I don’t think so. However,
there.is no reason. to believe at this time that it will be more difficult
to sell securities, than in the past, providing ingenuity plus work is
exerted. I do not think a defeatist attitude on the part of the securi-
ties industry is advisable by any means, .If only for the fact that
millions of people own securities, the insurance companies, the banks,
our educational system and in fact our entire national fabric and
welfare depends upon the ability of our private enterprise system to
syrvive. In addition, millions of people who own securities are a lot
less concerned over the results of the election than those of us who
are so close to the economic factors involved. The man who: knows
less about these things and goes out {o sell, disregarding the pitfalls
and obstacles that appear to loom so large to many of us today, is
quite likely to accomplish more than those with a statistical back-
‘ground of forebodings regarding the future.

It is now up to the new Administration. No one can say more
with certainty at this time, The future of the investment business as
well as the nation’s future is now in the hands of Harry Truman and
Company. I am sure that nothing would more greatly please all of
us who have sincerely opposed his advocated policies than to see his
new Administration do those things which would enhance the pros-
perity and welfare of all our people; and that certainly means the

illions of good Americans (both Republicans and Democrats) who
have shown their faith in the future by investing in the stoeks and
bonds of American business.

Over-the-Counter Qﬁotation Services
For 35 Years

NATIONAL QUOTATION BUREAU, Inc.
- Established 1913
" . 46 Front Street, New York 4, N. Y.
. Chicago '

San Francisco

Why?

“The Crossley poll showed that the Truman and
the Dewey vote would be even if all adult citizens
voted. In its final interviewing three weeks before
the election it indicated considerable apathy toward
both candidates, but somewhat more toward Tru-
man than Dewey.”—Archibald M. Crossley”

%

#

*

“On Sept. 9 I predicted that Mr. Dewey would
win by a wide margin and that it was all over but
the shouting.” Since then, I have had plenty of
chance to hedge on that prediction. T did not do so.

“I could not have been more wrong. The thing
that bothers me most at this moment is that I don’t

know why I was wrong.

I have, of course, always

known that it was in the field of finding out why

people vote as they do or why and how firmly they

hold certain opinions that we researchers had mad

the least progress.”—Elmo Roper. '
*

7

“Which voters stayed

*

home? Only 47,000,000

voters went to the polls. Tuesday. Another 47,000,-
000 stayed home. Was it the Republicans, or the
independent voters who failed to show up at the

polls?”"—George Gallup.

Much more is involved in all this than a mere
failure to forecast election results accurately.

Techniques employed by these “pollsters” are in
many respects identical with those used in market
analyses, many other business reports, and cven in
the gathering of official government statistics.

It is 10 be hoped that these gentlemen will render
it possible for statisticians to ‘determine whether
their failure by implication raises serious questions
as to the validity of many important data long ac-
cepted as a matter of course,

LETTER TO EDITOR:

Opposes View Investor
- Needs Tax Relief

Forrest S. Dunbar, Jr. takes exception to statements in Robert A.
Gilbert’s article in the “Chronicle” of Sept. 9, in which it is held
present tax laws are preventing revival of capital market by keeping
the investor from attaining his rightful position in our economy.

Editor, The Commercial & Financial Chronicle:

This writer takes exception to the practice of presenting state-
ments, points of view, or, policies. without including logical reasoning,
inferences, or.implications which attempt,to substantiate .such -con-
clusions. ‘Too many of .the writers on, economic. and financial topies

are guilty of this practice. In call-

ing attention to this weakness in
Robert A. Gilbert’s article “The
Investor Must Have Tax Relief,”
which is an excellent example of
such a practice, this writer an-
swers that the capital markets do
not need reviving, that profits re-
ceived by investors are consider-
ably more than appears on the
surface, that excessive savings
and capital investments: which
caused the 1929 depression will
result if the taxes on incomes are
limited to 50%, and that econ-
omies made in Federal expendi-
tures should be used to reduce the
Federal debt. :

The need for economy in this
country’s Federal expenditures is
a point of view with which all
citizens will wholeheartedly agree,
and in the Sept. 9, 1948 edition of
the “Chronicle” Robert A. Gil-
bert’s views and definite state-
ments as to where economies
could be made provide material
for an. article which make it
well ‘worth reading. However, I
am not able to agree with the
title of the article “The Investor
Must Have Tax : Relief!”, and,
therefore, with what must be con-
sidered Mr, Gilbert’s object in
writing it. "I would appreciate
your consideration of the point of
view presented in this letter with
the hope that the readers of the
“Chronicle” may  be presented
with this opposing opinion as to
l‘nge; Investor Must Have Tax Re-
ief!” :

Although . it is useful to bring
to light, as Mr. Gilbert did, the
difference in the financial and

economic condition of the current

period and that of the similar
period after World War I, it
should be clearly recalled that al-
though 1922 and the six years fol-
lowing was one of the most in-
tense periods of peacetime busi-
ness prosperity this country has
ever experienced, it was also fol-
lowed by the most severe depres-
sion this country has ever ex-
perienced. Sych a depression as
was suffered after 1929  was
largely the result of a tendency
which began a number of years
before 1929, grew ever so gradu-
ally, and, therefore, was more
insidious. This tendency was the
excessive capital  investing and
overexpansion of the productive
capacity of industrial enterprises.
We as a nation certainly don’t
want our economy to progress in
any way similar to the way it did
after World War I. It, therefore,
would seem to be to the economic
benefit of this nation to continue
to maintain the present trend of
taxation instead, of changing it
to that which was in effect after
World War I as Mr. Gilbert in-
fers we should do. To be sure, it
wouldn’t seem advisable to at-
tempt to make the same mistakes
that were made prior to the 1929
depression. "
What this writer objects to is
the presentation of a policy or a
point of view with the claim that
it is essential to the maintenance
of the American standard of liv-
ing. There is no doubt that a few
people would benefit for a brief
period if a limitation of 50%. was
placed on total taxes on large in-
comes, but “the reasons® why a
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restoration of the investor to his
rightful position and-a revival of*
the capital markets are essential
to the maintenance of the Ameri-
can standard of living” is what
interests the other 98% of the
people who do not fall into this
exceptionally high income bracket.
Mr. Gilbert did state that in his
present article he wasn’t going
into the reasons why he believed
the above statement to be true.
It appears that for the huge. ma-
jority of citizens this is putting
the cart before the horse, or more
literally and less figuratively, put-
ting the cart without the horse.

It is so easy to make a state-
ment, as did Mr. Gilbert, that a
restoration of the investor to his
rightful position and a revival of
the capital markets, specifically,
by a limitation on total taxes on
large incomes to 50%, is essential
to the maintenance of the Ameri-
can standard .of living. Many of
us if we read such a statement a
number of times without taking
time to give it careful thought,
will gradually accept it, and be-
fore long a few, like parrots, will
be.spreading it on to others. It is-
a ‘serious mistake a number of
people make, and my purpose or
object is broader than this one
article on which I present my
views at this time. My goal is to
bring to the attention of others
that too much of what we read,
especially of an economic and
financial nature, are statements
presented without logical reason-
ing, and that we should for our
own personal ‘benefit and that of
the country accept as facts only
those statements which are
reasonably proved. - i

In regard to the need for a re- -
vival of capital markets, the Sec-
retary of the Treasury, John W.
Snyder, in an address before the
National Association of Super-
\visors of State Banks at Louis-
ville, Kentucky -on Sept. 22, 1948
said, “Both individuals and cor-
porations have built up assets of
sufficient volume to maintain a
highly liquid financial position.
The liquid assets of individuals
are now estimated ‘at approxi-
mately $200 billion, of which
more than $140 billion has been
accumulated since 1939. Net work-
ing capital of corporations has
increased by $38 billion since 1939
reaching a recent total of $62 bil-
lion. Corporate holdings of cash
and government securities have
increased $22 billion since 1939.”
From the “Chronicle,” date un-
known; a table “New Security Is-
sues for Purposes of Raising New
Capital” indicated that for non-
governmet corporations the
totals issued were $3,037 million
for the first six-months of 1948,
$1,859 million for the first six
months of 1947, and $1,105 millien
for the first six months of '1946.
These figures show a definite
trend which is quite contrary to
any need for a revival of the capi-
tal markets.

“A restoration of the .investor
to his rightful position” is an ex-
ample of Mr. Gilbert's use of
vague generalizations. Whose
judgment should be applied as ta
what the investor’s rightful posi-
tion should be? Certainly it would
involve economic chaos and disas-
ter to allow the monopolist with
his selfish interests or the Com-~
munist with his radical views to
make such a decision. An impor-
tant fact to be brought to mind
in regard to investors’ interests is
the comparatively large percent-
age of the corporations’ profits
which are plowed back into the
business. A table indicating the
disposal ofrincome originating in
corporate business in 1947, the
source for which was the Depart-
ment of Commerce Survey of
Current Business, July, 1948,
shows that a disposal of 5.9% of
the total income was made to
dividends, a disposal of 1% of the
total income was made to interest,
and a disposal of 9.6% was made
to profits plowed back into the °
business, This last figure is  an
amount which can theoretically
be added to the returns received
by the owners since the money is
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to'be used in the corporation and
‘will increase the value of it. This
means of disposing of profits is
misleading to people with savings
who are unfamiliar ‘with corpora-
tion practices. For these potential
investors it tends to decrease the
attractiveness of owning shares in
corporations having such a pollcy
because these people with savings
are not acquainted with the full

amount of returns realized by the|

owners. If there is any real need
for mc1easmg the numbers of in-
vestors in corporations, an ex-
planation of this policy of plow-
ing profits into the business
should induce many of these
people to invest their savings be-
cause the profits available are
considerably more than appear on
the surface.

Another of Mr. Gilbert’s state-
ments which sounds good but does
not stand up wunder careful pe-
rusal is ““At the outset of this dis-
cussion it should be noted that
basically the revenue loss is really
insignificant compared to the re-
sumption of sound economic
progress.” The use and meaning
of this statement should be seri-
ously studied and questioned. This
writer is of the opinion that the
statement should correctly be
worded as follows: It should be
noted that the revenue loss and
the gain to the investors is really
significant after thoughtfully re-

- calling the ‘unsound economic

yeriod just 20 years ago and after
-;arefully considering the forces
which disturb the balance neces-
sary for sound economic progress
i~ our capitalistic system.

~ To quote again from Secretary
Snyder’s address on Sept. 22, 1948,
“The boom which ended in 1929
was unbalanced by nation-wide
stock market speculation.” In 1929
we had a notable case of exces-
sive savings. and capital invest-
ments playing the principal role
in destroying the balance in our
industrial system. As a result of
enormous savings and investments
in new and old productive enter-
prises, and of a rapid increase in
the productive capacity of our
industries, the
flow of consumer products in the
markets increased in volume and
value more rapidly than that part
of the national money income
used to purchase consumer goods
and services. Because of the in-
ability of consumers to purchase
all the consumer products our,in-
dubtrial system was. capable. of
px‘bducing, the. enterprises .pro-
dUcmg ‘such goods:and  services
were unable to operate at full
capacity. Other industries depend-
ing ‘upon the consumer goods
enterprises were also forced to
curtail their production. The na-
tion had a market excess capacity
of production in 1929. An excess
portion of the national income
had been used to increase our
capacity of production, and too
small a portion of it had been
used to purchase the goods and
services for human use which the
industrial system was capable of

< producing.

The people who have such

* enormous incomes that the total

tax is greater than 50% make up
a large percentage of the receivers
‘'of the national money income who
are not able to.spend enough of
their income for consumer goods.
These huge amounts. which can
not be used for consumer goods
are added to the already, to put
it conservatively, sufficient vol-
ume of savings and capital in-
vestment. Mr, Gilbert suggests
that we increase the wealth of our
largest income receivers, thus also
increasing the huge amounts they
are not able to spend for con-

- sumer goods and, as a result, fur-

ther add to _the already sufficient
supply of savings and capital in-
vestment. This - certainly would
promptly bring about a condition
of excessive savings and capital

- investments, the principal cause

of the destruction of the balance
in our industrial system which
initiated the depression of 1929.

i Quite to the contrary of maintain-
. ing the '‘American standard of

living, which is what Mr. Gilbert
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would have us believe his sugges-
tion would do, our high standard
of living would drop to a new
low, What is a more serious threat
than this, is that if we allow
another overinvestment - under-
‘consumption cycle to overtake, us,
the resulting depression will be
just what the communists have
been so eagerly awaiting. Such a
disaster can be avoided if the
self-interest force of our economy
can be changed by clear and pro-
found thought and by a united
spirit, to a force dedicated to a
balance in our economy which
will allow our capitalistic system
to operate dynamically and pro-
gressively as it should.

It is true there still seems to be
an unending demand for a few
products such as petroleum, steel
and automobiles. The corporations
which have a foothold in these
fields aren’t expandmg their pro-
ductive capacities to any extent
even though they are making huge
profits and the necessary capltal
is available to them. These in-
dustries are so nearly monopolies
that new producers, i.e., Kaiser &
Frazer and Tucker, find it ex-
tremely difficult to get estab-
lished. Even if investments in
certain few industries. could be
used without causing overexpan-
sion of the productive capacity,
the characteristics of our capital-
istic economy, which this writer is
in favor of maintaining, private
property, risk taking, the motive
force of profits, the accumulation
of capital, the use of bank credit,
and freedom of individual initia-
tive, are such that although in-
vestments might p0551bly be made

in a few industries in which thﬁl’"

could be used for progressive~d

be made in the other industries
and there would be a host of
them, which as a result of ex-
cessive capital investment, would
have an excessive capamty of pro-
duction.

In an effort to prevent my fall-
ing into the class of writers who
present a_point ofjview.or policy
without logical reasoning or basis,
there must be included  some facts
and inferences which lead to the
belief that we have good reason
to apply the brakes rather than
built up” more steam in regard
to the necessary balance between
investment and consumption.
First, the present extended mar-
kets, caused. to. quite' an-extent by
our supplying'of the ‘war-ravaged,
war-weary -countries’ of the wotld
and by the rebuilding of our mili-
tary. machine, will undoubtedly
decrease rather suddenly, and
thus leave some of our productive
units short of a market demarid
for goods produced. Second, in
this period of greatest national
income in our history, credit ex-
tended to retail buyers has  ex-
panded . more than $8 billion dur-
ing the three years since V-J Day,
bringing the total consumer credit
outstanding up to $14 billion as
estimated by the Federal Reserve
Board. This fact clearly indicates
that quite a number of our so-
ciety are providing a present mar-
ket demand with purchasing
power they have not yet received,
Besides having to supply the de-
mand provided by the  greatest
national income in our history,
our industries are also supplying
the goods for this additional de-
mand of $14 billion which is to
be paid out of future national in-
come. The amount of purchasing
power furnished by the future na-
tional income will be less than at
present because the future na-
tional income is expected to de-
crease. This reduced amount of
purchasing power available in thn
future will be further decreased
by the amount of $14 billion
which will have to be used to pay
for goods now being bought on
credit, and the result will be that
the future market demands will
be considerably smaller while our
industries~ which expanded pro-
ductive capacities in response to
huge demands of the present pe-

rioed ' will have vroduced an ex-

cess ma;ket supply of: goods. Fi-

nally,  Secretary Snyder’s state-
ment previously quoted in regard
to the fact that both individuals
and corporations have built up
wealth of sufficient volume to
maintain a highly liquid financial
position, indicates that our system
could tolerate little, if any, fur-
ther capital investment if it is to
avoid the overinvestment-under-
consumption cycle because the
quantity which changes suffici-
ency to over-sufficiency is a com-
paratively small quantity.

The Federal surplus resulting
from the application cof the econ-
omies that Mr. Gilbert stated
could be made in Federal ex-
penditures should be used as a
weapon to counteract the grow-
ing inflation pressures by further
use of the policy of directing debt
management to a rapid reduction
of the Federal debt, partlcularly
that held by banks, instead of giv-
mg the savings derwed from these
economies to the persons in the
hlghest income bracket. By leav-
ing our progressive income tax
rates as they are and not limiting,
as Mr. Gilbert suggests, total
taxes on large incomes to’ 50%,
not only this counteraction to the
present inflation can be realized,
but also this power to reduce in
amount ‘the credit banks may be
able to make decrease the possi-
bility of overcapitalization and
overinvestment and will in addi-
reduce the amount of installment
and credit buying consumers will
be able to accomplish, and thus
eliminate some of the forces
which tend to cause the disequi-
librium. in overmvestment under-
consumption cycles.

g XOUL_yeryetruly,

velopment, investments weuld also | - FORREST S. DUNBAR, JR

Oct. 6, 1948
Box 281 North Campus
Norman, Oklahoma 2

Phila. Inv. Women to
Hear Wm. K. Barclay

PHILADELPHIA, PA/—An au-
thority on fmanmal matters, Wil-
liam K. Barclay, Jr., of Stein Bros,
& Boyce, a graduate of the
University of
Pennsylvania
Wharton
School, will
speak at the
dinner “meet=
ing 'sponsored’
by ‘the Tnvest-""
‘ment Women’s'"'
Club'of Phila- *
delphia on
Nov. 15." His
subject'will be
“Our -Phila-
delphia Stock -
Exchange.”

Mr. Barclay,
who was the
former Presi-
dent of the Bond Club of Phila-
delphia and during 1942-46 served
with the’ National Association of
Securities Dealers; is in a position
to discuss a subject of interest to
all ‘investment associates of the
club. .

In the absence of Miss Mar-
guerite A, Campbell, the Club’s
President, Miss Ann M. Barnes,
Vice-President of the club, will
introduce Mr. Barclay to the din-
ner - guests: Miss. Campbell is
accompanying the Philadelphia
group of investment traders who

Wm. K. Barclay, Jr:

are attending the National Secur- |-

ity Traders Association Conven-
tion being 'held Nov. 14-17 at
Dallas, Texas.

Perkins Heads Div. for
United Hospital Fund

Richard S. Perkins, a partner in
Harris, Upham & Co., has accept-~
ed the chairmanship of the bro-
kerage division for the 1948
United Hospital Fund Campaign,
it was announced by Thomas J.
Watson, Jr., Chairman of the Busi-
ness and Professional group. The

fund is ceeking §2.845 088 to aid |

86 voluntary hospxtals in Greater
New York.

Public Utility Securities

Vlrgmla Electric & Power

Vlrglma Electric & Power was formerly controlled by Engmeers
Public Service, but ownershlp passed to the public when the holding
company. dlstmbuted its. major .holdings. in. 1947, .In -May, 1944, the
company absorbed Virginia Public ‘Service, Cp., a_ large SubSidlal%
in the former. Associated Gas System. This move, togéther Wit
natural growth, accounted for an increase in electnn revenues from
$17 million in 1941 to the current - figures around $45 million. The
transit business was disposed of in 1945, but manufactured gas ac-
counts for about 6% of revenues. <

The company’s integrated system serves (at retal} and wholesale):
the greater part of Virginia, and also parts of West Virginia and
North Carolina—nearly 30, 000 square miles altogether. Principal
products in this area are tobacco ships, textiles and-rayon,. foods,
chemicals, paper and pulp, wood’ products machinery -and.. metals;
stone and clay products, and leather goods. Electricity is retailed . to.
nearly- 1,000 communities with an:-estimated population of 1,748,000; "
mcludmg Richmond, Norfolk, Portsmoufh '\Iewport News, Alexan-
dria, Fredericksburg, ete.

The earnings record on the common stock has been as follows

12 Mos. End. Calendar
Year

Calendar
-Year

The jump in e#rnings:in 1944-5 apparently resulted from the
merger with Virginia Publlc Service, which permitted certain tax
savings; refunding operations also reduced interest charges. How-
ever, earnings leveled off in 1946-7 at somewhat lower levels, and
in 1948 have droppe?d-_s_harply .

July net was “$iify “about $247,000 vs. $453,000 last year, and

/s, $470,000. September, however, showed $407,000
vs. $471,000. With fuel costs up sharply and increased purchases of
power necessary, opnerating expenses for September, 1948, were
nearly 29% over last year, compared with a gain of 16.7% in.rev=
enues; and maintenance expense was 42% higher. The aumber of
shares outstanding increased qllghtly due to conversion of debenture
bonds.

However, President Holtzclaw has indicated that earnings would
have been about 40c higher (around $1.78) if (1)'the new Possum
Point generatlng ‘station near Alexandria- (due to go into operatioti
in a month or so) had been operating during the 12 months, and
(2) if certain rate increascs had been in effect. It is estimated that
the new plant will save nearly $1,700,000 per annum, or about 35¢
a" share after tax adjustment. A 5% discount on commercial aud
industrial bills was eliminated Sept. 1, after being in effect a year,
and this means an annual recovery of around $1,300,000 in revenues.
On Aug 1 another small rate adjustment (a {fuel clause in the com-
mercial rate schedule) resulted in a gain ‘of $£300, 000 a’ yedr. Aprph-

] catlon has been made to the Virginia Commlssmn [or perm‘xsﬂoﬁ to

raise gae ratee in Norfolk and Newport News; estimated annual gaing

are in the neighbborhood of $500,000. All of these increases taken

together would amount to about 47c a share after income tax adjust-

ments, it is estimated, and with the additional fuel saving the total

gain might be around 80c per annum. However, this figure canuot'
be consistently added to the $1.38 reported for the 12 months eaded

Sept. 30, but must be considerad in relation to the July earmngs ‘
which were about 45% below last year. This would seem to make

the figure of $1.78 (mentioned by Mr. Holtzclaw) about rlght as

current “normal” earnings.

However further deustments are necesv-ary to glve a complete
picture. The company has announced thatiit will seek to sell 750,000
additional common shares or an increase of 25% in the outstanding
amount. On this basis share earnings would temporarily be reduce‘d
on the larger number of shares from theabove estimated $1. 78 to
$1.41, Moreover, if the convertible debenture bonds should be con-
verted into common stock in the future there would be a. further
increase of. about 667,000 Shares and a further dilution of earmngs
(partiaily offset by interest savings on the 3% % dcbentures) Con-
version of any substantial amount of the bonds appears unhkely at
present, however,

The new stock will be offered on the basl of one new share
for each four sharcs held of record Nov. 12, with the right to-sub-
scribe expiring Dec. 1. Stone & Wepster Securities Corp. heads| &
group of underwriters for the issue. The subscription is on a novel
basis, in that payment may be made on the instalment plan—thé
first utility issue of this character in recent years. One- third of tne
price will be payable Dec. 31, one-third March 1, and one-thitd
June 1. Interest at 6% will be paid on the previous instalments, al
the time stock certificates are delivered shortly aiter June 1. Full .
payments may be made Dec. 1 if, desired, with adjustment for mterest
and dividends. Proceeds of the offermg will be applied to repayment
of baak loans, thus reducing interest-chargss.

Virginia Fle" rie ‘is pow selling .on, the Stock Exchange aroun&
16Y and is paying dividends at the annual rate of $1.20, to- wield
about 7.4%. It appears-likely that.the $1.20 rate will be maintame& g 5
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- Moley Foresees No Busmess Dislurbance -
Arising From Election Results

Former New Dealer predicts natural forces in econonue hfe, together
with :moderate character -of President “Truman’s ‘top -advisers, will
bring about stable readjustment. Looks for :amendment, but not .

. repeal, of Taft-Hartley Act.
The Taft Hartley Act will be amended but not repealed by the

Eighty-First Congress, it was predicted on Nov. 4 by Raymond Moley,
contnbutmg ‘Editor of “Newsweek” and former Assistant -Secretary
-of State, in an address before the annual dinner of the~Corset and

Bra531ere As-
sociation of
America in
New York -
City. .

“We may ex-
pect greater ’
confidence ®
and stiffness: §
‘inthedemands -§
of ‘'labor for ,
favorable leg- -

iglation,” -said
Mr, Moley,
whose-address ',
was an an-
alysis of the

~causes. and
consequences
‘of the Nov. 2 election; “It w1ll de-
~mand -a-larger hand -in'the: draft-
ing of labor legislation.

“There will be no repeal,” he
‘added. “The coalition of Républi-
‘cans -and -conservative Democrats
4s too strong -for that. ‘But there
will be amendment.” = e

o Despite some ‘“disturbing pros-
" pects,” he said, there are certain
elements of reassurance beforej

_ business; -

“One element -is the fact that
natural forces in economic life are
already following their great -ca-
pacity ‘to bring -about readjust-
ment. ‘Another is the generally
moderate . character of Mr. Tru-
man’s top ‘advisers. Another is the
probable disposition on the part

Rayn;ond ‘Moley

“. of President "Truman -to have as

peaceable a time as possible dur-
.ing a term that will certamly be
‘his last.”

In outlining: the contributing
causes which returned the Presi-
dent’ to the White House, Mr.

- Moley mentioned these forces:
Greater effectiveness of labor,
great farm prosperity, over-confi-
‘dence ‘and inertia in the Republi-

. -can;party, and because “better men |

were running for Governor and
““Senator in at least four crucial
" states — Ohio, Indiana, Iowa"and
" Colorado.”

Among the consequences of the
election, mentioned by Mr. Moley
_ are the following:

participate, -
rgressmen have. been .elected who

1conservative Democrats
| strong for that, But tnere will be

“(1) - We may. expect greatex

| confidence and stiffness in the de-
mands of. labor for favorable leg-

islation, It will demand .a large:
hand in ‘the drafting of 'laboy .leg-
istation, In-the case of 'the Taft-
Hartley Act, it refused ‘to cooper-

. 'ate; but in’the amendment of ‘the

Taft-Hartley- Act, which 'we may
expect, it will certainly ‘actively
since . .enough . "‘Con-

are favorable to laborto make‘this
-assured. “There will ‘be no repeal.
The coalition of Republlcaﬂs‘and
is too

amendment,

“(2) An Administrafion has Just
been elected which favors the
madintenance-of -the -price level by
government ‘' -action, - This ‘‘'means
that -deflationary - factors will be
attacked by government inflation
of one kind-or-another. - -Inflation-
ary .forces will be .subjected !to
some sorts of ‘controls. . i

“(3) There will be no drastic
‘movement toward a -managed
economy, "but the general trends
of the Roosevelt years ‘may con-
tinue,” That means the expansipn
-of - ‘public works,. flood contrbl,

public . power projects and .other|

-government expenditures. How-
ever, Truman will prove_to be no
radical in' these respects, because
he will generally be -concerned
with keeping the budget ‘reason-
ably within the general limits 'of
its present status, This means that
tax reduction is probably out for
the next year or two, There might

‘even be some -effort to restore

some ‘part. of -the excess profits
tax. This would be very difficult,

-however, to ‘get through Congress

since, as I have indicated before,
the -old -coalitien ‘of ‘Republicans
and -conservative Democrats wjll
still hold the -balance -of ' power,
and the Chairman.of -the Senate
Finance: Committee will be the
able . and -conservative . -Walter
George of Georgia.” !

‘Personnel Selection Manual Issued -
By Investment Bankers Assoclahon

CHICAGO, ILL.—Hailed as a milestone ‘in the- rectuitment and I

_| Julien Collins & Co,, Presxdent ‘of
the Association,’ ‘several years ago’
‘when - he ‘was -Chairman .of the
‘Education Committee, in order :to
meet'the postwar - personnel needs
of the industry. Other.phases ‘of
‘the Education Committee program
include:

vanced instruction courses in in-
vestment’ banking “in.-cooperation
‘with ‘more than 20 universities
and colleges throughout the coun-
.try and 1in which close to 2,000
students ‘have been enrolled, - ¢

(2) Publication” of 'Fundamen-
.tals of Investment Banking, a col-
iege textbook that has been de-
veloped as.a part of the formal
instruction courses. A new. edition
of this text is to be published by
Prentice-Hall, Inc.,
of 1949.

(3) Publication of On-<the- Job

of selected case-histories of suc-
-cessful -on-the-job training pro-
grams in actual operation.

(4) Maintenance of recruitment
and vocational guidance service in
New York:and Chicago.

(5) ‘Publication of two bro-

and Training ‘Investment Bankers.

‘The manual and the .accom-
‘panying special screening package
‘that includes an IBA Score Sheet
‘designed to measure an applicant’s
‘qualifications in -relation to the

average of the group tested are
based on a ‘survey made for the
Association by Robert N, McMurry
-& ‘Co.,management consultants,

In a.foréword to the manual,
Mr. Fennelly states:

“There is nothing esoteric in the
techniques set forth. Instead they
merely-represent applied common
sense. It is-our sincere conviction
that -all of -our members, in em-~
ploying new personnel, will bene-
fit ‘by -careful- study and use of
the methods recommended.”

M. J. McCahe Joins
J. W. Gould & Ge.

J. 'W. Gould & Co., 120 Broad-
way, New York/Cit‘y, announces

training program being developed by. the Investment Bankers: Asso-|
‘ciation -of ‘America, a new Personnel “Selection ‘Manual is currently|.’ L

- being made available to member

firms, according to John F, Fennellry

Glore, Forgan & Co., Chicago,
Chairman of the Investment Bank-
ers Assocxatlon Education . Com-
mittee,

The manual and related inter-
viewing "and testing materials are
based on a study of the abilities
and characterlstlcs responsible for
-suceess in investment banking
work. More than 600 individuals
from . member firms, mcludmg
partners, executives, senior sales-
men, traders, analysts, and other
-personnel, were tested and inter-
viewed as a part of the study.

‘The completion of the project
was the responsibility of a sub-

committee of the Education Com-

mittee .undér Nathan D. McClure,;
Harriman Ripley & Co., Incorpo-
rated, Chicago, Chalrman Other
members of the sub- commlttee
included:

Lee Ostrander, William Blair &
Co., Chicago.

Henry M. Beissner, Moroney,
Belssner & Co., Houston.

Robert ‘W, Flsher Blyth & Co.,
Inc., New York.

Herman B. Joseph T. H. Jones
& Co., Cleveland.

Survey findings indicate that
successful men in the investment

gitized for FRASER -
toclitaselsilesisied.orgl.

~bankmg filed predeminantly come

irom large families (three or more
children), earned at least half
‘their spending ‘money ‘while gt
school, ‘have collége training, m
jored in economics, business a
mlmstratlon, or, liberal.: arts, wei‘e
active in school sports- or other
-activities; later joined adult: cIubs
and .possessed certain fpartlcular
personal - (psychological) - attrlb-
utes.

The study pomts ‘out that pel-
sons who are ‘successful ‘in -'the
field are.characterized by ‘stabi
ity, industriousness, a desire for
activity, . pelsxstence ‘at “difficult

'tasks, loyalty, self-reliance, ability |

to get along with others, construc-
tive acceptance of- crltlmsm and:a
capacity . for instilling confidence
and trust in others:, Furthermore,
the successful investment bankmg
employee aceepts- responsxblhty, is
not.a chronic worrier, and is high-
ly realistic.

The “Personnel ‘Selection Man-
wual constitutes  the latest’ phase
of -the -overall ‘recruitment -and
training program of the IBA Edu-
cation Committee, a_program that
was mxtlated by T ullen H Colhns

‘M. J. McCabe

that.. Matthew J. McCabe is now
associated with the firm in' its
publi¢ utility trading department.
Mr. McCabe was formerly indus-
trial trader for Frank C. Moore
& Co. -

Twin Gity Jr. Inv.
|Brokers Associalion

MINNEAPOLIS, MINN. — On
Oct. 26, .Arthur Upgren, Profes-
sor of Economics .at'the Univer-
sity of Minnesota and. Associate

Editorial. Editor -of the -Minne-
apolis “Star-Journal,’ goke at:a
dinner meeting of the Junior. In-
vestment Bankers and Brokers
Association of the Twm Cxty, In-
eorporated.-

- “Mr. Upgren commented - briefly
on .general economic -conditions
and ‘then ‘opened the meetmg for
a question and answer session,
Arrangements are under way
for the annual meeting which will
be held in late November and will

be ‘the . flrst anmversary. of . the
club: - -

(1) ‘Establishment’ through IBA
‘|'Groups' of introductory and .ad-

in the spring | {

Training for-Investment Bankers, |
a-booklet which- preserits -a series |

¢hures: Toward Careers in’Finance.

Sees Long Range Upward Trend of interest Rates -

- .Dr: ‘William 'H.- ‘Stead, Vice-President -of Federal ‘Reserve ‘Bank

.of St. :Louis, looks for demand

‘for capital, induced by its greater

produchvnty, to force; slong-term rates up. :Sees government ﬁscal
policy as ‘opposing factor.

Abnorm'ally high demand ‘for capital will provide an upward
tendency in long-term interest rates, assuming there is not much
change .in the:next decade -or two .in the inclinations of individuals
and businesses to save, according to Dr. William ‘H. Stead, Vice-

President of®

the Federal
Reserve Bank
of St. Louis,
Missouri.
Speaking on
Nov. 4 before
the 17th Mid-
‘Continent
Trust Confer-
ence - held 4t
‘Chicago by
4he- Trust Di-
vvision of -the
-Am-e rican
- Bankers Asso-
ciation, Dr.
Stead said:
‘The ‘emphasis
I wish 'to place-is: on the long
irend of interest rates, not shorter
cyclical or accidental -variations.
Whether ‘we ‘are- in an -upward
trend -or whether -the  present
somewhat higher rates are a tem-
porary phenomenon- is being de-
bated 'by ‘various -groups. One
group-holds that, as the economy
matures, the supply ‘of ‘investablé

William: H. Stead

funds ‘becomes- larger than the
amount of investment opportunity,
and so the interest rate declines.
The other:group contends that the
eccnomic maturity .argument is a
bogeyman and ‘that“the .economy
has “sufficient resilience to pro-
‘duce 'enough investment ‘oppor-
tunities to absorb the volume of
funds . seeking investment. ‘This
group believes that the demand
for capital and .greater .produc-
tivity -of capital will lead ‘to. up-
ward pressure on interest rates.
It s my own belief that the sec-
ond 'view will prevail.

“I want ‘to qualify my state-
ment, however.' There are various
factors ‘that are operating or can
operate to reduce this underlying
tendency in strength. Probably
the ‘two most 1mp01tant are sup-
port operatioas in the government
security market and possible cyc-
lical swings within the long-term
trend.

“The .present type of Treasury
and System -support operations i
the government bond market must
be maintained ‘to assure orderly
conditions in -the ' market. As
Chairman McCabe pointed out-in
August aad recently reafflrnned in

Boston

g 868

. the System is obhgated
to mamt'un a market ‘for govern-
ment .securities and 'to assure -or-
derly conditions ‘in that market,

‘not .primarily ‘because -of an im-

plied commitment to ‘wartime in-
vestors that their savings would

‘be protected, nor to aid the Treas-

ury in refundmr maturing ‘debt
but ‘because of ‘the widespread
repercussions that would ensure
‘throughout theé economy if the
vast ‘holdings of ‘the public debt
were Telt to-be of unstable value.

““When you consider .that the
public debt is one and .a half time
all other debt in the country com-
bined, it seems obvious to me that
the market for the government
debt securities must be one where
investors can -deal -at ‘all times
with confidence. I remain of the
conviction that for the foreseeable
future the support program should
be contirued. - Thig' conviction is

shared by all the members of the |

‘Board of. Governcrs, the members
of the Federal Open Market Com-
mittee, -and by ‘the' Treasury. If
is also’ supported: by the weight of
financial .opinion -in the country.’

““And I miglit add that the.cur-
rent international situation is
hardly conducive t6 making the

'Treasury.look very kindly toward

very much higher borrowing rates
for -the Federal Government. In

.the _event-that military -expendi-

tures were to rise sufficiently- to
‘necessitate a return to large-scale
deficit financing, the Treasury
weuld be .interested in having a
stable' ana reasonably low rate
market jor .governinents.

“The second pomt——pocmble
cyelical - influence—needs no long
.discussion. . As -thé cycle turns
‘downward, Dbusiness invesiment
tends to ‘decline, both as a cause
and a result, and demand for
L‘apital funds dror)s On the down-=
swing of a cycle interest rates
would tend to soften, despite the
basic underlying trend upward.”

Ben 8. Lang Joins
James E. Bennett-Co.

(8pecial ‘to THE ‘FINANCIAL CHRONI cu)

ST. LOUIS, MO.—Ben S. Lang
‘has become" assocnated with James
E. ‘Bennett ‘& Co., ‘Merchants Ex-
‘change Building. He was for-
merly-an officer of the First Na-

5 [tional ‘Bank. in ;St. Louis.

Fischer and Elis With
First Securities Go.

('Special to -THE FINANCIAL CHRONICLE)"

CHICAGO,: ILL.—ILydia ¥ischer
and: John H.. Ellis became asso-
ciated. with' the ' First Securities
Co. of Chicago, 134 ‘South La Salle
Street, members of ‘the ‘Chicago
Stock Exchange. Miss Fischer
was formerly ‘in ‘the trading de-
partment -of ‘Kitchen & Murphy.
MrCElhs was with A, L. Schmidt
& Co

Willizm W. Bosden, Jr.
Opens Own Offices

(8Bpecial to THE FINANCIAL CHRONICLE).

NEW :ORLEANS, LA.—William
Wallace Bouden, .Jr. has opened
offices in the Balter Building ‘to
engage in the securities business.
Mr. Bouden ‘was formerly.-a -part-
ner in'Randolph Newman -& ‘Co.
‘Prior:thereto he was with Weil '&
Arnold.

Alexahder C. Sterling Is:
With Cruttenden & Co.

(Special to THE FINANCIAL CHRONICLE) °
. CHICAGO, ILL.—Alexander .C.
‘Sterling 'has become . associated
with Cruitenden & Co., 209 South
La Salle Street, members of the
New York and Chicago Stock
‘'Exchanges.” Mr. Sterling was- for-
merly with Carter H. Corbrey &
‘Co. and prior thereto was an of-

ficer. of Joseph F. Dixon & Co.

G. W. Ziller, Inc., in Reno

‘RENO, NEV.—G. W. Ziller,
Inc., is engaging in .a securities
business from offices at 730 Marsh
Avenue. Officers are G. W. Zil-
‘ler, President and Treasurer; ‘R.
W. McDonald, Vice- Presmlent
and Rae G. Ziller, Secretary.

Mason, Moran Co. Adds
(Special. to THE FINANCIAL CHRONICLE) .
CHICAGO, . ILL.—James L. An-
‘dresen has been added to the staff
of Mason, Moran & Co., 135 South
La Salle Street .

With Conrad, :Bruce & Co.
(Special to THE mecm CHRONTCLE)
:LLOS ‘ANGELES, CALIF.—Ben
H.- Ohler has -become ‘associated
with -Conrad, Bruce & ‘Co., 530
West Sixth Street. - He was prevx—

ously with Morgan & Co.
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'NEWS ABOUT BANKS
AND BANKERS

'CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

" “Peter Cooper - Branch, 27th of

The Chase National Bank’s New
York City offices, was opened for
business on Nov. 10 at 23rd Street
and First Avenue. in Peter Cooper
Village. Visitors at the branch on
the opening day included Win-
throp W. Aldrich, Chairman and
Arthur W, McCain, President of
Chase, and Frederick H. Ecker
and Leroy A, Lincoln, Chairman
and President, respectively, of the
Metropolitan Life Insurance Com-
pany, developers of the housing
projects of Peter Cooper Village
and Stuyvesant Town on the
East Side, Officersin charge of the
new branch are Herbert Tietjen,
Manager, and John Lundwall and
William H. Siddons, Jr., Assistant
Managers. Henry 'G. Staubach ‘is
Manager. of the Chase Sdfe De-
posit Company at ‘the new loca-
tion. The new building occupied
by the branch, a one-story steel
and ' limestone “structure,” incor-
porates & number of innovations
i design 'in both the banking
quarters and uaderground vaults.
- T £ *

“N. Baxter Jackson, :Chairman
of The Chemical Bank & Trust
Company of New York was host
on Nov. 4, at a dinner -of the
Quarter -Century Club of the bank
held in‘the grand ‘ballroom of the
Hotel Delmonico at Park Avenue
and 59th St. The club has a-mem-
bership -of 201 of which 156 are
actively -employed ‘and 45 have
béen retired. At an election ‘which
preceeded the meeting, Miss Edith

A. Adams succeeded Emil J. Horn

as President .of tﬂhe -club.-

Sterling National Bank & Trust
Company of New York announces
that Stanley H. Grant, Assistant
Cashier in the Public Relations
Department, has been elected an
Assistant Vice-President, and that
A. E. Kayruktis, Manager of the
Credit Department, “has been
elected an Assistant Cashier.

#% %

i A directory of Brooklyn manu-

facturers,, merchants, businesses
and ‘services has been compiled
by Celenial Trust Company’s
Kingsboro Office at 69th Street
and 5th Avenue, Brooklyn, it is
announced by Arthur S. Kleeman,
President. The directory, prepared
under the direction of William H.
Bassett, Vice-President in charge
of-the Kingshoro Office, was com-
piled {from lists of the bank’s de-
positors. It will be maintained as
a’‘community service, Mr. Klee-
man said, to provide information
regarding goods and services
available in Brooklyn. The di-
rectory will not be published, but
will be used to provide answers
to requests for information. The
main office of the Colonial Trust
Company is in New York.
# 5 %

. Queens County Savings Bank,
of Flushing, N. Y., the oldest sav-
ings bank in Queens County, will
open -a temporary new office at
76-02 Main Street, Flushing, upon
completion of alterations, it is
announced by Joseph' Uptom,
President. The new office will be
known as the Kew Gardens Hills
Branch. The bank, main offices

of.which ‘are located at 38-25 Main |

Street, Flushing, also has branches
in Corona and Little Neck, N. Y.
Queens County Savings Bank,
with resources of over $90,000,000,
will ‘observe its 90th anniversary

#* % %

The Community Savings Bank
of Rochester, N. Y., celebrated its
79th anniversary on Nov. 1, Inci-
dent to the oceaszion. the Rochester
“Times-Union” said:

“Charles 'W. Carson, President;

. S0l Heumann, -Chairman of ‘the

Board of Trustees, and staff mem-

itized for FRASER
p:/ffraser.stlouisfed.org/

bers viewed clippings tracing the

history of the ‘institution. The
present name is the result of a
merger in 1944 with the Mechanics
Bank, founded in 1867, and the old
East Side Bank founded in .1869.
Many men prominent..in-the de-
velopment of Rochester were
among the founders. A

The State Street Trust Company
of ‘Boston, announces thé promo-
tion of Frank J. .LaRoche of
Brighton to Assistant ‘Secretary
and Chariles ' MacKinnon. of
Beverly to. Assistant Trust Officer,
Mr. LaRoche gained broad "ex-
perience in various departments

-of ‘the bank before being assigned

‘to ‘the Massachusetts Avenue Of-
fice several years 'ago, where "he
will continue. Mr. MacKinnon has
‘been with the bank ‘since .1929
with the ‘exception of three years
and a half during World War Il
when"he served in the U. 8. Air
‘Forces, He will remain -in ‘the
Investment Trust'Custodian Divi-
sion of the Trust Department.
S B i

The consolidation of ‘the First
‘Paterson National Bank & Trust
‘Co. of Paterson, N..J. (Capital
$2,000,000). and The ‘Second ‘Na-
‘tional -Bank of Paterson (Capital
$1,500,000) under: the charter. of
the-First Paterson National Bank
& Trust Company .and under the
title -of First National Bank and
Trust Company of Paterson; be-
came: effective on Oct. -29. The
Comptroller of the Currency, re-
ports that the consolidated- insti-
tution has a common capital stock
of $3,000,000,in 120,000 shares, of
$25 each (par) and a surplus of
$3,000,000. Reference to the pro-
posed Consolidation appeared . in
our issue of 'Oct., 28,-page 1766.

Marvin. W, Smith, -Executive
Vice-President-and member of the
Executive Committee of . The
Baldwin Locomotive Works, has
been elected a director of The
Philadelphia National Bank, "of
Philadelphia, Pa., “according to
announcement - by . Frederic A.
Potts, President: of the bank. Be-
fore-.going to-Baldwin ‘in August
of this year, Mr. Smith was Vice-
President of ‘the Westinghouse
Electric Corp. in charge of engi-
neering and research, and an au-
thority on plant design and de-
velopment. On July 29 he was
elected a director. of Baldwin
when an agreement was com-
pleted whereby Baldwin agreed
to -sell Westinghouse . .500,000
shares of unissued common stock,
In addition to serving on: The
Philadelphia National Bank
board, Mr. Smith is a director of
the Midvale Company and Flan-
nery Bolt Company.

The ‘Girard Trust Co. of Phila-
delphia has been elected a clear-
ing member of the Stock ‘Clearing
Corporation of - Philadelphia, it
was announced on Oct.:25 by ‘Wil-
liam K. Barclay, Jr., President of
the corporation, and the Philadel-
phia Stock ‘Exchange. The Phila-
delphia “Evening Bulletin,” from
which the foregoing is quoted,
added: - g

“J, “Malcolm Johnston, Vice-
President of the ‘bank, has .been
named ‘a member of the Clearing
Corporation’s board of .directors.
Girard is the first bank to -join
the corporation. A subsidiary of
the ‘Philadelphia Stock ‘Exchange,
the corporation is the oldest of .its
kind -in ‘the country, having been
established in 1870. ‘Its functions
are, ‘in ‘part to relieve .members
from_all elerical ‘transactions in-
volved in the transfer of securities
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as well as related -banking -oper-
ations.” c : ’
* £ i "

Walter L. Findeisen, Assistant
Vice-President of the Federal Re-
serve Bank of  Cleveland, Ohio,
died on Oct. 24, it is learned from
the Cleveland “Plain Dealer” of
Oct. 25, which noted that Mr.
Findeisen had been with the Fed-
-eral Reserve Bank since February,
1918; when he' joined the staff as
an Audit Clerk. From Audit Clerk
e was advanced to' Audit Super-
visor, Assistant Auditor, Manager
of the credits, loans and discounts
department, manager 'of foreign
funds control, 'and - in January,
1943, Assistant Cashier. The “Plain
Dealer” also reported that Mr.
Findeisen had been Assistant
‘Vice-President since January, 1946,
and was the junior officer in
charge of its fiscal agency depart-
ment. ‘ .
Vo * & %
¢ Ira-A. Moore, President of ‘the
Peoples National Bank, Grand Rap-
ids, Mich., has been appointed
Chairman and Ralph P.’ Dixon,
Vice-President of the Citizens Na-
tional ‘Bank of St. Bernard, Ohio,
and President .of 'the Ohio Bank-
ers Association, - has been ap-
pointed Vice-Chairman of the Ad-
visory :Council  of ‘the School.-of
Banking of the University of Wis-
consin, sponsored by the Central
-States Conference, asannounced
‘by ‘Harry C. Hausman, Chairman
of the Board of Trustees:of ‘the
‘School and Secretary of ‘the 1lli-
nois Bankers Association, Chicago.
The Chairman and Vice-Chairman
of the Advisory Couneil of the
School each hold office for a pe-
riod of one year, beginning. Nov.
1,1948. The School ‘of Banking,
established in 1945 ‘with an initial
enrollment of 47 students, grew in
four, years: to. an .enrollment¢ of
450 students at this year’s session,
from 26 States and the District of
Columbia. Two weeks’ .resident

session each -summer for a period.

of three years, together with ex-
tension work ‘throughout the in-
tervening months of the first two
years, is required for a certificate
of graduation. The school is spon-
sored by bankers’ associations in
15 mid-Western States.
# B3 ES

The City National Bank and
Trust Company of Kansas City,
Mo., has prepared a display of
currency which shows the ruinous
growth of inflation which came
to Greece and Germany, The cur-
rency’s descriptive text is-fastened
to four panels and may be ex-
hibited in a variety of ways. The
bank states that banks wishing to
show this display for'a short time
in lobbys, windows or fair booths
may, without charge, get this dis-
play by writing City National
Bank.
‘ % # Ed B 4
_Paul -Crawford McKnight, As-
sistant  Vice - President of the
Anglo California National Bank
of San Francisco, Cal., died on
Oct. 30, He was 49 years of age.
Mr. McKnight was a native of
California. He was actively en-
gaged in the banking business
from 1917 until 1922, when he en-
tered the investment field. On
Feb. 26, 1940, he returned to the
banking business, becoming asso-
ciated with ‘Anglo California Na-
tional ‘Bank. , He was -appointed
an Assistant. Vice-President of the
bank in March, 1941, a position
which he held until his death.

% " o

Two new Assistant Vice-Presi-
dents. were named on Oct. 26 by
the directors.of the Seattle-First
National Bank of Seattle, Wash.,
according to the Seattle “Times”
of Oct, 27. They are Fred C. Jen-
ner, Manager of the .Broadway
branch the past two years, and
Howard - L. . Sutherland of the

bank’s building-management de-

partment. | )
*‘ % &3
"Midland Bank Ltd. of London
announces that Sir Clarence Sadd,
owing -to ill-health, has resigned

his seat on the board of directors.

‘tinued. -, .
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. Our Reporter on Governinents
= By JOHN T. CHIPPENDALE, JR.

" The government bond market has put on quite a show since the
elections, particularly ‘the longer partially-exempts, . . . The taxable
bank .issues also moved -away from support levels, while the taps are
giving evidence of buying from sources other than the Central Barks.
.+ » Short covering tax protection along with some position building
is responsible ‘for the improved quotations in the eligible obligations.
.« . Purchases of the ineligibles at prices just slightly:above the pegs
dre reportedly being done by non-bank investors, in order to rebuild
holdings that were disposed of just prior to election day. . . . .

The turnabout of quotations in the government market is‘
/ ‘attributed to the belief that the “pegs” will be maintained and
that money rates will not ‘be advanced too sharply. . . . Since
. there is to be no change in the political Administration, no ‘im-
portant changes in monetary policies are anticipated. ... Theré is
, also the opinion that if greater poweérs are required to keep prices
of Treasuries within support limits, the monetary authorities are

now in a much better ‘position to get‘them than in the past. . . .

Also the powers that be are expected to 'be much more aggres-

sive ‘in 'their efforts to retard ‘sales of bonds by non-bank
« holders. . . . -

NO CHANGE IN MONETARY POLICIES

The reelection «6f President Truman means that current monetary
policies will be maintained in the foreseeable future. . . . Retention
of the 2'2 % rate for long Treasury obligations appears to be assured,
while mildly restrictive measures such as moderately higher short-
term rates and larger reserve requirements will no doubt be con-
. However, the future course of the money markets and
money. rates will be .determined by the pattern of business activity

‘which will be shaped in no small way by government expenditures,

notably those for defense or military purposes. . . . If there are to
be abnormal appropriations for defense needs, which will throw the °
budget- completely qut of balance and bolster the inflation spiral, then
there is no doubt that counter measures will be sought and if obtained -
will be put into effect by the money managers in order to control or
curb the inflationary trend. , . . :

LIKELY STEPS

Excess profits or similar types of taxes would be practically cer-
tainties under such-conditions. . . . The Administration is definitely
committed to-a program of halting the high cost of living and one of
the 'best ways of doing this, politically at least, is by 'increasing the
taxes of those that are rather impotent at the ballot box. . . . Along
with excess profits-taxes, when, as and if needed, would probably go
recommendations. to the Congress of greater power for the monetary
authorities over the money markets, . . .The power to further in-
crease reserve requirements of the commercial banks would seem to
be a natural under such conditions, with this authority likely to be
extended to all deposit banks and not just to members of the
System. ., ., . i ’ :

. Whether t_}ie higher requirements would be entirely cash can-
not ‘be indicated but many believe that “Special Reserves” such "
as Mr, Eccles suggested 'in the past will be very prominent in
any request the powers that be will make for increased controls

.over the money markets. ., . . : »

BROADENED REGULATION

When, as and if there is need for greater control over the money
markets, it is believed that legislation.will be asked for that will give
the authorities power to regulate the financial operations of insur-
ance companies, savings ‘banks .and -all -other unregulated lending
agencies. . . . The inflation spiral is‘evidently not going to be aggra-
vated by the actions of those lenders that are not-currently within the
range of authority of the money managers. ., . .

. If there should be the necessity of greater -regulation over
‘the money markets in order to fight inflation, it seems as though
the chances of getting it are much better ‘with the new Congress,
since “New Deal Policies” are very much alive after last ‘week’s
elections, , . . d

ON THE OTHER HAND

What is likely to happen if business activity does not follow the
inflationary pattern and the readjustment, which is already going on
in many industries, should continue? . , ,  (This assuming no impor-
tant step-up in defense expenditures.) An increase in taxes
would be ruled out under such conditions, and the need for greater
power over the money markets-undoubtedly would ‘pass because the
inflationary 'spiral would be broken. . . . There would be less con--
cern over Treasury obligations since the pressure of liguidation
should abate, if not entirely disappear, with a receding of the ‘infla-
tionary trend. .. , .. Expenditures by industrial concerns quite likely
would -be curtailed with the “rolling readjustment” in business. . o
This would relieve the need for financing by business and the selling
of government securities by non-bank holders; . . . There could even
be a demand for Treasury obligations-by banks as well as non-bank
investors, , . . y 2

NOTES

Industrial concerns have been sizable buyers of Treasury bills

since it is indicated that surplus funds,are being put into this security

as temporary investments. -. , . The current rate on bills is attrac-

tive to those that are interested in putting funds to work for short
periods. . . c ) - L& g .
Some money market followers believe -that Marriner - S.
Eccles ‘will be' a'more importait force from here on ip helping
to shape future Federal Reserve policy. . . . His plan of “Special
Reserves” for ‘deposit banks will most likely be given greater
.consideration, if larger ‘reserve requirements are sought by the

" authorities, ) :
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Wiational Bank Earnings Up in First Half of Year

{ Comptroller of Currency Delano

pprofit of more than 109, over first part
samounted to 7.19 of capital funds,

reports increase in met operating
of 1947. Total net earnings
with slightly less than one-

half of amount paid out in cash dividends.

 Comptroller
:that the national banks
.net operating earnings

of the Currency Preston Delano announced on Nov. 5
in the United States and possessions reported
of $355 307,000 for the six months ended June

30,1948, an increase of $36,125,000 over the first half of 1947.

« Gross earn-
iings were
$$926,190000.
“This was an
,increase of
£$90,062,000
»over the gross
. earnings for
the first six.

months of
11947. The
~principal item
.of operating
rearnings in
v$he: first half
.of 1948 was
+$423,091,000
.from interest
sand discount
“¢nidoans, which was an increase
+of $94,262,000 compared with the
. corresponding period in 19}17.
< Other principal items of operating
-earnings were $294,780,000 from
! interest on United States Govern-
»ment obligadons and $54,604,000
winterest and dividends on other
s securities, a total of $349,384 000,
~which was a reduction of $15,191,-
+0UG- compared to the first half of
‘ithe-previous year, and $47,561,000
{rom service charges on deposit
~ceounts, an increase of $7,358,000,
ZOperating expenses, excluding
-4axes on net income, were $570,-
;683,000 a5 against $516 946,000 for
“the’ first half of 1947. The prin-
,cipal operating expenses were
£272,545,000 for salarics and wages
¢ f officers and employees and fees
-nnid to direclors an. increass of
- €27,128,000 over the first half of
1947, and $87,194,000 expended
-fors.interest on time and savings
:deposits, an increase of $€,611,000.
:Adding to the  net operating

Preston Delano

earnings the profits on securities
sold or redeemed of $22,041,000,
and recoveries on loans and in-
vestments (including recovery of
reserves previously charged out)
of $59,849,000, and deducting
therefrom losses and charge-offs
(including current charge-outs for
reserve purposes) of $152,078,000,
and taxes on net income of $88,-
253,000, the net profits before div-
idends for the six months ended
June 30, 1948, amounted to $196,~
866 000 which, at an annual rate,
amounts to 7.10% of capital funds.
This is an apparent reduction in
net profits before dividends of
$44,832,000 from the first half of
1947 but a comparison of the re-
sults of the current period with
the similar period in 1947 and
previous years is not practical
owing to reserve accounts amount-
ing to $49,309,000 charged out of
current earnings, largely the re-
serve for bad debts utilized by
1,877 national banks under the
provisions of Mimeograph 6209
issued by the Bureau of Internal
Revenue in December, 1947,

Cash ‘dividends declared on
common and preferred stock to-
faled $92,393,000 in comparison
with $86,640,000 in the first half
of 1947, The annual rate of cash
lividends was 3.339 oif capital
funds and was 46.93% of the nel
profits available. The remaining
53.07% of net profils, or $104,-
473,000. was retained by the banks
in their capital accounts.

On June 30, 1948, there were
5,004 national banks in operation,
which wags a decrease of 14 banks
since June 30, 1947,

SEC Amends

Proxy Rules

iThe Securities and Exchange Commission, on Nov. 5, released a
“igtatement revealing that it had adopted several amendments to proxy

<rules.

Last July the SEC published proposals for certain amend-

-ments to its Regulation X-14, relating to proxies set up under Sections

114(a) and 23 (a) of the Securities®

and Exchange Act of 1934, agd in-
vited comments and’ suggestions.
~1t~is now stated the Commission
- hasiduly considered all comments
. .and-<suggestions received in con-
‘nection with the proposed amend-
ments and is taking action in re-
'gard thereto.

*Among the amendments
adopted are a clarification of the
term “last fiscal year.” «

“fhe term “last fiscal year” of
theuissuer now means the last fis-
cal-year of the issuer ending prior
totithe date of the meeting for
which proxies are to be solicited.

4Another amendment relates to
‘the-form of the proxies.

i‘It* has been found that proxies
shave been misleading in certain
~ogses in that they did not indi-
~¢ate: clearly whether or not the
..solieitation was made on behalf
of-'the management or on behalf
iof 7 ‘pther  persons. In order to
remedy this situation, the rule is
bamended to require that there be
4get forth in bold face type on the
#Horm of proxy an indication as to
whether or not it is solicited on
«pehalf of the management. - .

©In order to prevent the pre-
“mature solicitation. of proxies at
» #'time when material information
~has:not yet become available, the
-gmended rule provides that no
vprexy shall confer authority to
-viote: at any annual meeting other
sthari- the next annual meeting (or
any-radjournment thereof) which
sisito be held after the date on
»Which the solicitation is made,

**Fhe Commission has heretofore

en.the position that-the solici-

tion .of proxies constitutes an
ygplied representation ' by the
persons making the solicitation

bized for FRASER
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that the shares represented by
the proxy will be voted, In order
to make this representation more
explicit, the amended rule re-
guires that the proxy statement
shall provide that the shares rep-
resented by the proxy will, be
voted, subject to reasonable spe-
cified conditions.

A new rule of the Commission
requires the management to in-
clude in its proxy material pro-
posals seasonably submitted by
security holders which are proper
subjects of action by security
holders. The Commission has
found that in a few cases security
holders have abused this privilege
by using the rule to achieve per-
sonal ends which are not neces-
sarll_y in the common interest of
the issuer’s security holders gen-
erally. In order to prevent such
abuse of the rule, but without un-
duly restricting the privilege
which it grants to security hold-
ers the amendment places reason-
ab_le limitations upon the sub-
mission of such proposals.

Item 3(b) of Schedule 14A in
the proxy rules.has heretofore re-
quired that if the solicitation is
made otherwise than on behalf of
the management, the names of the
persons on whose behalf it . is
made shall be stated. In order to
make- it clear in such cases that
the solicitation is not made on
behalf of the management, Item
3(b) is amended to require a spe-
cific statement to that effect.

. The text of the amended item
is as follows:

“(b).1f the solicitation is made:
otherwise than on behalf of -the
management,. so state and. give

the.names of the persons on whose’

.behalf il is’ made.” .

will continue to rise. Points out
though high, is less than
v o are con

Autumn issue of .“The Index,”
quarterly publication of The New
York Trust Co.

“United States consumers,” the
study continues, “have been clam-
oring to purchase in a relatively
few months all the automobiles,
household appliances and other
consumer durable goods they have
been unable to buy in the seven
years or more of shortages grow-
ing out of the war program. So
long as the rate of flow of income
to the public is greater than the
increase in supply of goods and
services, prices cannot be kept
down merely by agreeing to do so.

“The new regulation applies
only to a-dozen lines of durable
goods bought on instalment credit.
It does not &pply to other types
of consumer credit which account
for approximately one-half the
total purchases on credit,

“One significant effect of the
new credit controls may be in
determining what consumers get
the available goods covered by
the regulation. The larger down
payment required may keep some:
people from getting new automo-
biles. as soon as they ctherwise
would, but it will probably not
increase the total number of auto-
mobiles sold. since it appears that
so far as the immediate future is
concerned there is a ready market
for every car that can be produced.

“There is no question about the
constant need for careful scrutiny
of requests .for consumer credit.
The new Regulation W will prob-
ably work no hardship upon the
majority of businessmen affected
by it. The primary objection that
may be voiced to the restrictions

Appraises Consumer Credit
| Controls and Trends

Autumn issue of “The Index,” published by the New York Trust
Company, holds, despite recently imposed controls, such credit

present consumer credit volume,

prewar, if price level and industrial output

sidered. I T

Controls recently reimposed by the Federal Reserve Board may
check the rate of expansion of instalment credit, but while the
demand for automobiles and other consumer durable goods exceeds
the supply, the total volume of such credit will probably continue to
rise, according to a study in the?®

is that they represent just one
more encroachment by govern-
ment on private enterprise and the
buying public.

“Greater production and a sound
Federal government financial and
budgetary policy remain the ulti-
mate answer to the problem of
rising prices.” :

The new Regulation W requires

a-down payment of one-third of
the cash price on new automobiles,
of approximately one-third of the
cash price of used automobiles
and a one-fifth down payment on
11 other categories of consumer
durable goods having a cash price
of $50 or more. '
" Testimony presented hefore the
House Banking and Currency
Committee for the Federal Re-
serve Board pointed out that dur-
ing the three years since V-J
Day, the United States public has
gone into debt more rapidly than
in any other period in history.

The publication observes that
while consumer credit now ex-
ceeds $14 billion as compared with
the previous record volume of $13
billion in  September, 1941, na-
tional income in 1947 was almost
double that in 1941 and was about
three times that of the average
for 1935-1939, and that the whole-
sale price level has approximately
doubled since 1941.

“Had consumer credit kept pace
with the gain in national income
and the increase in the wholesale
price level,” “The Index”  adds
“the total volume of consumer
credit outstanding would now be
in the neighborhood of $20 billion.
as.contrasted with the actual $14
billion reported.” g

tions, and sees need for more

Plan, which was formally adopted

The Intra-European Paymenl_s’ Plan

November issue of ".‘Monthly Review” of Federal Reserve Bank of
New York says operation of plan is expected to:relieve log jam
clogging intra-European trade channels, but points out its limita-

fundamental solution of -intra-

European payments problem.

The current issue of the “Monthly Review of Credit and Business
Conditions” published by the Federal Reserve Bank of New York,
contains a description and analysis of the Intra-European Payments

by European nations participating

in the European Recovery Pro-¢
gram on Oct. 16. As this is the
clearest and most authentic ac-
count available of the plan, which
is to be an integral part of the
operations of ECA, we print here-
with the text of this article in its
entirety:

The Intra-European Payments
Plan, proposed by the Organiza-
tion for European Economic Co-
operation and approved in prin-
ciple by the Economic Coopera-
tion Administration, has been
formally adopted by the countries
participating in the European Re-
covery. .Program, through the
OEEC resolution of Oct. 16. Oper-
ation of the plan is expected to
remove part of the log jam that
has increasingly clogged intra-
European trade channels,

Before the war, trade among
the countries participating in the
ERP accounted for 51% of their
total exports and 38% of their
total imports, and therefore played
an essential role in their ' eco-
nomic life. When, at the end of
the war, efforts were made to re-
sume this trade, it had to be done.
largely on the basis -of bilateral
clearing agreements involving re--
ciprocal .credits. - The « bilateral

trade :pattern. was . familiar. to
many countries from prewar days

and the reciprocal credit device
helped to overcome the shortage
of foreign exchange. Underlying
the reciprocal credits was the as-
sumption that the balance of trade
would fluctuate seasonally, or in
any case over short periods. Bal-
ances in excess of the agreed
credit margins were usually to be
paid off in gold. In view of the
uncertain trade and supply con-
ditions, the size of the credit mar-
gins usually had to be determined
arbitrarily rather than on the
basis of prospective trade currents
and credit neceds.

While in some instances the ex-
pected two-way swings in trade
balances materialized, very often
the reciprocal credits were util-
ized only in one direction and
therefore tended to become : per-
manent, Pronounced creditor and
debtor relations developed, Bel-
gium and Switzerland becoming
the chief creditors, France a gen-
eral debtor. The United Kingdom,
which during 1947 and early 1948
was heavily in debt to many ERP
countries, found its position im-
proving rapidly thereafter and.is
expected to run a large active bal-
ance- with “ERP 'countries-gener-

.ally.during the.year ending -June;:

1949..: A - _pumber . of ..countries,

.| national Settlements.

without being large net debtors
or creditors, had substantial
debits and credits in their various
bilateral positions.

As long as credit margins -re-
mained available, intra-European
trade showed remarkable recov-
ery. During 1947, however, the
growing unwillingness of credi=
tors to advarce new credits, and
the inability or unwillingness of
debtors to pay in gold, together .
with the failure of sterling con-
vertibility, made increasingly
necessary the bilateral balancing .
of trade between each pair of
trading countries. Trade in tne
aggregate began to shrink in
terms of physical vclume, as the
deficit countries were forced to
cut their purchases to the level
of their sales; and the proportion
of trade in nonessential goods
grew as surplus countries sought .
means of converting their out-
standing credits intc imports.

From a balance of psyments
viewpoint, this impasse had two
aspects. One was the net deficit
of individual countries with the
other ERP ccuntries as a group,
which the debtor countries could
meet only by paying out dollars
received from other sourees. The
second was the inconvertibililty
of European . currencies, - which -
prevented a country with equal
bilateral deficits and surpluses
from using the surpluses to offset
the deficits. :

The growing paralysis of intra-
European - trade was  a . serious
thregt to recovery, It became
clear that European -countries,
unable to buy all they would like
from the Western Hemisphere, -
must increasingly buy from each
other. Furthermore, the most ef~
fective distribution and use of re-
sources required that, for a while
at least, some of the ERP coun-
tries be enabled to incur fairly
sizable deficits with the rest of
the group. This called for some
means of financing the balances.

Earlier Appreaches to the
Problem

Various soluticns were tried
without success. Sterling convert-
ibility, could it have ‘been sus-
tained, might have solved the
problem of compensating bilateral
debits and credits by providing a:
universally acceptable means -of
paynient. Even so, the problem
of financing net deficts would
have remained. Sterling convert-
ibility having failed, the problem: -
was next attacked through the in-
stitution of a clearing scheme con-
ducted by the Bark for Inter- .
This, too,
did ‘not produce major results,
because the countries that became
“permanent members” of the
clearing - (Belgium and Luxem-
bourg, France, Italy, Netherlands,
and the Bizone) did not find
enough opportunities for clearing
among themselves, while the
“occasional . members”  usually
found some motive for rejecting
the clearing operations proposed
to them by the BIS. - .

A third line of approach was
implicit in the proposal of the
Committee. of European Economic
Cooperation, in September, 1947,
for stabilization funds aggregating
$3 billion which were to be added
to the amount of Marshall Plan
aid proposed by the committee.
While the proposal was not elabo-
rated in detail and was made pri- -
marily for purposes of internal
stabilization in- the countries to
be aided, its effect on intra-Euro-
pean trade might have been to put .
that trade on a dollar standard.
As long as the. dollar remains a .
scarce currency, however, its use
as an intra-European means ef
payment might easily have had
restrictive effects. Countries
might have endeavored to buy as .
little from each other as possible,
in crder to extract dollars -from
their trade partners that could be .
spent in the United States, unless
the United States were prepared .
to continue putting up -enormous -
amounts .of dollars, or 'the: ERP
eountries. were ~willing. to pursue
' severely . - deflationary .- policies
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which would mitigate the dollar
shortage. From a long-run view-
point, the universal use of the
dollar in world trade would cer-
tainly be profitable to the United
States, as the similar role of ster-
ling was at one time for Britain.
But while the dollar remains a
scarce currency, its use as a uni-
versal means of payment would
almost certainly prove restrictive,
and to make dollars suﬁiciently
available at this time to avoid
such an. outcome would require
a disproportionate effort on the
part of the United States, or al-~
most impossibly severe deflatmn
on ‘the part of the parthlpatmg
countries,

It was soon realized, however
as the ERP progressed, that
American aid could be used to
unblock European trade and pay-
ments without a special dollar
pool and without additional cost
1o the United States. Two meth-
ods, essentially variants of the
same principle, were available,
the “offshore -purchase” method
and the “local currency” method.

The offshore purchase ‘method, !

which owes its name to the off-
shore purchase provisions of the
Economic Cooperation ‘- Act, con-
sisted in giving intra-European
debtors ‘the dollars required to
pay for their intra-European def-
icits. Under this method, which
ECA used during the third quar-
ter of 1948, special “supplemental”
dollar allotments were made to
the debtor countries to meet these
deficits, in addition to the “basic”
allotments which covered their
Western Hemisphere deficits. The
supplemental . allotments were
made on the basis of the bilateral
deficits of the recipients with
each of the other participating
couniries, estimated in advance,
and were earmarked for expen-
diture in specific creditor coun-
tries. In making.its basic allot-
ments to the creditor countries,
ECA in turn took -into account
the dollars they were scheduled to
receive in payment of their pros-
pective surpluses with other par-
ticipating countries. In other
| words, intra-European debtors
. were allotted dollars equal to
" their Western  Hemisphere deficts
plus their intra-European deficts,
while creditors were allotted dol-
lars equal to their Western Hemi-
sphere deficits minus their intra-
European surpluses.

Main Features of . the Payment
Plan- '

1t is, however, -the local ‘cur-

| rency method which the OEEC
| has row, for a variety of reasons,
| decided to use as the basis of the
i payments plan. Under this meth-
. od, the 'dollars, instead of being
given to the debtor as a supple-
mental allotment, are ' given
directly to the creditor as a “con-
ditional” allotment on the basis of
bilateral balances between the
ERP countries estimated in ad-
vance for one year. The condition
for each such allotment is that
the creditor must grant the debtor
“drawing rights” in the creditor’s

| own. currency, equivalent to the
conditional dollars received. The
debtor then uses the drawing

| rights to meet his liabilities to
the creditor. The aid thus given
by ECA is referred to, from the
 debtor’s viewpoint, as “indirect
" aid.” The drawing rights are
given on a “gross” basis. In other
words, a country that has sur-
pluses with some of its trading
partners and deficits with others

| will grant drawing rights equal
to the sum of the surpluses and
receive rights equal to the sum

| of the deficits. This will greatly
' facilitate the offsetting of its deb-
© its against its credits. The creditor
will finance the drawing rights

- he grants out of the “counterpart
funds” that he deposits upon re-

| cepit-of an ECA conditional allot-
ment (or upon receipt of “indirect

! @aid”). The setting up of the
| drawing rights, however, is not
to be -delayed until ‘sufficient
i counterpart funds have been built

| -up. - ~Drawing rights and‘.condi-.

i

| tional dollar allotments are rather
| |

|

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

to be made available simultane- | used to cover part of the Westem

ously, although the timing of their
actual utilization may differ. If
the utilization of conditional dol-
lars and hence the buildirg up of
counterpart funds lags behind the
utilization of the drawing rights,
the creditor is expected to pre-
finance the drawing rights and
later reimburse himself out of the
counterpart funds. The debtor,
upon using the drawing rights, is
to establish a counterpart fund in
his own currency, just as if he
had recexved a direct grant from
ECA.

.In additior to the ‘drawing
rights, funds to cover intra-Eu-
ropean deficits are being made
available through the release of
existing balances. - These are
mostly sterling balances, aggre-
gating the equivalent of $209 mil-
lion dollars, which the United
Kingdom will release for financ-
ing that part of its surplus with
the Continental countries that is
not covered by drawing rights. It
should be noted that the United
Kingdom surplus includes that of
the entire sterling area.

Both the drawing rights and the

-exlstmg balances will be used, not

for direct payments to credltorb
but via a clearing mechanism that
is to be an extension of the pres-
ent BIS clearing. All ERP coun-
tries will participate in this clear-
ing, Switzerland and Portugal en-
tering it on a special footing. The
balances that accumulate in the
payment-agreements accounts as
a result of current trade will be
cleared monthly. With some quali-
fications, only currently arising
balances will enter irto this clear-
ing, old balances being consoli-
dated, except those which are re-
leased for the purpose of cover-
ing deficits. At the outset the
clearing will be limited to situa-
tions where, with the aid.of the
drawing rights, closed chains of
indebtedness can be established in
which each country in the chain
holds the currency of the preced-
ing - country while its currency
Jin turn is held by the following
country (“first order -clearing”).
In such a chain, all debits and
credits, if they-are equal, can be
wiped out and no new debtor-
creditor relationship arises. Clear-
ings in which new credit .rela-
tionships would arise (“second
order clearing’) may be proposed
by the agent (the BIS) but can
be vetoed by countries that feel
themselves” adversely affected. It
is ‘planned to broaden the scope
of the clearing ‘and reduce the
veto right later on. For the time
being, however, the clearing as-
pect seems likely to play only a
minor role within the payments
plan,

The essence of the payments
plan, in simplest terms, is to make
ERP dollars do double duty: once
to move goods within Europe, and
again to move goods to Europe
from overseas. At the same time,
the plan effectively  implements
the “net aid” concept, which is the
most rational criterion of :the
need of each country for foreign
aid. - The magnitude of the net
aid that is required depends, not
only on the country’s West-
ern Hemisphere deficit, but also
on - its intra-European deficit
or surplug, i.e., on the net deficit
in its over-all balance of pay-
ments, disregarding possible bal-
ances with other ronparticipating
countries. A country that has an
intra-European deficit on top of
its Western Hemisphere deficit
needs aid to cover both. A coun-

try with an intra-European sur-

plus, on the other hand, can use
this surplus to reduce its dollar
aid requirements, provided the
surplus can be converted into
dollars, This is what the payments
plan does. The ‘“conditional allot-
ment” of dollars, though it has
the appearance of a grant, is no
gift at all. It is payment for goods
that the surplus country is to de-
liver to its' debtors.. All that the
condmonal allotment does for the
credxtm—and (it is still a good

deal—is to’ make: the surplus con-~

-vertible ‘into- dollars -so it can- be -

Hemisphere deficit. The- debtor
country receiving “indirect aid”
is the main beneficiary of the op-
eration. Likewise, of course, the
drawing rights. granted by the
creditors are not gifts, but simply

export surplu=es for which the|.

creditors receive dollars. This is
not to deny that some of the ERP
countries may be making a very
valuable contribution to the re-
covery of théir fellow-partici-
pants. But this depends primarily,
not upon whether they are intra-
European creditors or debtors, but
upon the amcunt of net aid that
they demand relative to a fair
appraisal of their needs.

Transferability of Drawing
Rights

To ensure the effective work-
ing of the payments plan, an ele-
ment of flexibility has been add-
ed through the limited transfer-
ability of drawing rights. The
transfer of drawing rights means
that the obligation of the creditor
who is originally granted the
rights is assumed by some other
creditor, which implies that the
conditional dollar allotment on
which the rights are based is
{aken from the )riginal creditor
and given to the new one, With-
out this device, the plan mightl
easily. create intolerable rigidi-
ties, and might also fail to protect
the lcgitimate needs of the debt-
ors. ‘At {o the danger of rigidity,
it is to be noted that the advance
estimates of trade balances on
which drawing rights and condi-
tional allotments are based cover
a one-year period. The original
estimates presented by debtors
and creditors, respectively, for
the vear ending June 1949 dif-
fered remarkably, and their rec-
oncilation by OEEC necessarily
must have been based upon esti-
mates of a type subject to a high
margin of error. A really effec-
tive clearing mechanism =would
give relief from rigidity if suf-
ficient reciprocal credit margins
or existing balances were avail-
able, but there is no information
to indicate that they will be. Thus,
the plan would put trade into a
strait-jacket which would be none
the less irksome because it was
multilateral, = This danger has
been overcome, to some extent, by
making the drawing rights trans-
ferable.

The protection of debtors is an-
other aim ' sought 'by ‘injecting
flexibility into ‘the plan. The
debtor countries have pointed out
that their drawing rights will not
be -worth what they seem unless
they .are as effective as dollars
in securing goods. They feared
that if they were placed on a
local-currency basis instead of on
the dollar basis used under the
offshore-purchase system, the
creditor countries would gain. a
considerable bargaining advan-
tage. Upon receiving the “condi-
tional dollars” directly from ECA
after setting up the drawing
rights, the creditor countries, it
was feared, might feel tempted
to go slow on supplying desirable
goods against the latter, through
use of export licenses or by ex-
cessive price demands. To make
sure that the drawing rights
would be as effective as dollars in
bargaining for goods, it has there-
fore been sagreed that under cer-
tain conditions debtors should be
allowed tn seek some other credi-
tor who would be willing to grant
them drawing rights, on condition
of course that the conditional
dollar allotment be transferred
from the original to the new
creditor., ‘The danger for the
creditor of losing dollars is likely
to make him willing to honor hiz
drawing right obligations as if the
debtor were in fact buying with
dollars.

The transferability - of drawmg
rights has the general effect of
injecting an incentive to export

into the payments plan because it
offers countries an opportunity to
earn -extra -dollars.. Debtors. too
have this incentive, since (with

those. countries that' are - debtors
on balance have bilateral sur-
pluses with. some trade partners
and therefore extend some draw-
ing rights.. Without transfer-
ability, incentives ' would be large-
ly lacking.

There are various factors, how-
ever, that counsel moderation in
the actual operation of the trans-
fer of drawing rights. One is
that very ‘sizable changes in
dollar allotments to ' creditors
cannot be made without severely
disturbing the planning of their

"imports and eventually the work-

ing of their entire economy. The
total of ERP dollars relative to
recovery needs is so limited that
their allocation must be . made
with the ulmost deliberation and
cannot be left in any major de-
gree to the free piay of intra-
European trade balances. A sec-
ond point is that easy transfer-
ability of drawing rights, at the
debtor’s option, would give the
debtor free rein to “shop.around”
with dollars.” This might have
the same restrictive effects as
dollar trading, already discussed.
It might become a motive for cut-
ting imports, particularly on the
part of the cerditor from whom
drawing rights were being trans-
ferred. Finally, it seems clear that
a creditor should not be penalized
severely for having made too lib-
eral estimates of his prospective
surplus, if at the time that aid
was being ‘divided this liberality
had earned him only moderate
concessions in added . dollars.
The issue of the transferability
of drawing rights caused some de-
lay in the final approval of the
plans by OEEC, because of objec-
tions by the Britsh. Britain and
Belgium are the only countries
that have scheduled substantial
net surpluses. Britain, as appears
in the .table, has undertaken to
supply a net surplus equivalent 1o
$491 million (of which $282 mil-
lion is accounted for by net draw-
ing rights, and $209 million by
the release of existing sterling
balances). A large part of -the
goods in question will come from
the independent sterling area,

affecting drawing rights also af-+
fect the allotment of*conditional
dollars, they will in any. case ‘be
sub]e-.t to the approval of ECA."

Usefulness of the Plan

The payments plan may be ex-
pected to produce a number of
valuable results. It will prob-
ably increase the volume of trade
and make- this trade more effec-:
tive because it will remove the
compulsicn 1o balance. accounts
bilaterally. Trade  can now be"
made .as :multilateral as is de-
sired, within reasonable limits.
Nevertheless, one may '@ doubt
whether the plan offers a.lasting
solution to. the problem of Euro-
pean payments. This is by- no
means a condemnation of the plan.
It will' perform an . extremely
valuable funclion by breaking the
present financial impasse in intra-
European trade, . Its contribution,
in ierms, of additional goods
moved should be at least of the-
order of half a billion dollars, and
indirectly perhaps much more.
But the present limitations of
the plan clearly mean that con-
tinued thought and work must be .
directed toward strengthening it,
as well as toward the develop- :
ment of a more fundamental solu- .
tion of the intra- European pay-
ments problem. )

Creely Heads Miss. Vy. |
Group of IBA

‘'ST. LOUIS, MO. — Walter J. :
Creeley, Goldman Sachs & Co.,
has been :
2lected Chalr-i
man of the
Mississippi
Valley
Group of the
Investment
Bankers As-
sociation, suc~
ceeding Bert.

H. Horning,
Stifel, Nico-
laus - & Co.
John H. Cra-
go, Smith,

which may cause Britain’s indebt-
edness to that part of the sterling
area to go up. This British un-
dertaking was an important fac-
tor in getting the other countries

to accept the distribution of aid!

proposed by OEEC, because it in-
creased the amount of net aid
available to them. - The British
themselves, however have ex-
pressed. some doubt as to their
ability to meet this commitment.

On the other hand, it is believed
in some quarters that Belgium
will have little trouble in meet-
ing the commitment it has.made
of $207.5 million, and could even
increase its exports if it received
payment in dollars. There is, con~
sequently, a chance that drawing
rights and conditional dollars may
be transferred away from Britain.
Belgiumy on the other hand, is the
creditor most likely to gain from
transierability, and has been a
warm supporter of the device, The
Belgian point of view has ‘also
appealed to the traditional Ameri-
can preference for multilateral-
ism, with which concept trans-
ferability has come to be identi-
fied, although in the context of
the payments plan it really should
be looked ‘upon as an element
simply ' of flexibility.

A satisfactcry compromise ap-
pears now to have been found
under which a modification of
drawing rights may be recom-
mended by OEEC only in thren
cases: (1) force majeure; (2) proof
by the debtor that despite every
reasonable effort he is unable to
use his rights against the original
creditor; and (3) proof by the
creditor that rights granted by
him .are no longer needed. In the
last case, the drawing rights pre-
sumably would be canceled and
the net aid to the creditor would
go up correspondingly. .In  all
other - cases unused = drawing

rights are to rerhain in force after |

ihe end of the year for which they

Moore & Co.
was chosen
Vice - Chair-
man, and Je-
rome Tegeler, Dempsey-Tegeler &
Co., Secretary-Treasurer.

C. Carroll Seward '
Joins Yarnall & Co.

PHILADELPHIA, PA.—Yarnall :
& Co., 1528 Walnut Street, mem-
bers of the New York and Phila- -
delphia Stock Exchanges, an—
nounce the association with them
of C. Carroll Seward.

Mr. Seward, a U. S. Army Colo-
nel during World War II, served .
as Chief of the Control Section of
the Supply Division.

He has a'long association in the °
securities business and was one of
the original founders of the Phila-
delphia Securities Association,
having served as President in

© Walter J. Creely

1935. His former associations in- -

clude Arthur Perry & Co.; Stone
& Webster Securities, Inc.; and .
Wurts, Dulles & Co. .

Eastman, Dillon To
Admit Bogert, Young

Eastman, Dillon & Co., 15
Broad Street,” New York City,
members.of the New York Stock
Exchange and other leading ex- .
changes, will admit H. Lawrence -
Bogert has been associated with |
to. partnership on Nov. 18.. Mr.
Bogari has been associated with. :

the fn'm in the Syndicate Depart— 4

ment and’ Mr.. Young as pubhc e

the --exception of Greece)- even nave been grautea. Since aecxsxonmuutihty analyst,

o
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The Foremost Problem of ERP

(Continued from first page)
European Recovery dollars will
be wasted.

“Dollar Shortage”

There should have been good
reason to regard the European
“dollar shortage” with critical
eyes. For though the world ‘had

. always known about frontiers, the
multiplicity of currencies, inter-
" national trade, and. destitution as
the aftermath of wars, no one had
ever heard in the past of such a
thing as a “dollar shortage” -(or
for that matter, a shortage of
pounds sterling or Swiss francs),

During the nineteenth century
countries like Turkey .or China
had sometimes stopped. their pay-
ments to their foreign creditors.
But they had never claimed that
it was impossible for them to buy
“hard” currencies even though
they could dispose of as much do-

" mestic money as they were ex-
pected to collect. Their excuse
. was rather that they were unable
to assemble the taxes they needed
in order to 'pay ‘their creditors.
* Thereupon the latter frequently
collected those taxes themselves
.and purchased English or French !
.money with the money of their
"débtors.
There ‘is ‘one fact which shotld
* give pause even to the most ardent
supporters of the theory that the
“dollar scarcity” is something that
has overcome the world ptherwise
than through avoidable human ac-
- tiens: The Latin Americans and the
~Swedes -are -also short of dollars.
If the “dollar shortage” were the
result of the expenses of the late
‘war and the devastation caused by
,it, the former neutrals should
“have stronger currencies than the
United States, For the latter has |
spent hundreds of billions of dol-
lars for its war effort and has seri-
ously depleted some of ‘its natural
resources, There should then not
be ‘“dollar scarcity” in Mexico and
"Buenos Aires, but rather “peso
scarcity” in New York, g

‘{luctant to balance its budget and

payments to the people of Hindu
Bombay in exactly the same way
the people of Mississippi effectu-
ate their payments in the state of
New York.

When the British gave up India
the country ‘split into Hindustan
and Pakistan. Let us assume
that each of these .new states
would have introduced its ‘own
gold or silver currency. In that
case remittances from one Indian
country to the other would have
been almost as easy as before. In
cases where there was no cheaper
way of effectuating payments gold
or silver would have been sent
across the border and melted
down by the recipients,

Nor would any particular diffi-
culties arise if Hindustan and
Pakistan should each establish
their own paper currencies. The
Parkistan rupee may be worth
more or less than the Hindustan
.rupee; yet as long as the two cur-
rencies will be freely convertible
-any amount of the money of
either section of what was for-
merly British India will be avail-
able to the people of the other
section. The people of Pakistan
used to spend a part of their
money for goods and services
from Hindustan. Now they spend
the same money to purchase
money with which to purchase
goods and services in Hindustan.
Debtors in Karachi formerly di-
rected their banks to make rupee
payments in Bombay. Now they
must take two steps: first pur-
chase Hindustan rupees and then
effectuate their payments. But
that is all there is to it. There
is no basic difference.

But if either of the two sov-
ereign Indian nations should in-
troduce exchange controls a dif-
ferent situation is likely to arise.
Let nus -assume that the Pakistan
rupee is being inflated and that
the Pakistan government does not
want its citizens to know what is
being done and is furthermore re-

various .governments do not want
their citizens to know that their
currencies have lost a great part
of their former walues. Since
they are afraid that the people
might get panicky, they stick to
such quotstions of foreign curren-
cies as were valid at one time in
the past. As a result they can
allot foreign monecy only 1o a
small percentage of the -people
who apply for it. Secondly, ex-
change .controls make it possible
to keep interest .rates at a ma-
nipulated low level; and since the
depression .of the 1930’s the belief
in “easy money” has become well-
nigh universal. Thirdly, most
European governments believe in
the nationalization -of certain in-
dustries and in exceedingly high
taxes on big incomes and for-
tunes; and they do not want the
free convertibility of their cur-
rencies because it would permit
those capitalists who are willing
and able {o transfer their capital
elsewhere, to- do so. Exchange
tontrols ‘block the transfer of
capital,

Consequences of Exchange
Controls

The ERP has several objectives.
Some of these are difficult to
echieve and others cannot be
achieved at all as long as the
beneficiaries of the Marshall Plan
operate exchange controls, '

Its first objective is relief, We
shall see that the need for relief
is higher under the system of ex-

‘change controls than it would be

if the European currencies. were
convertible. Its second objective
is ‘general reconstruction. Ex-
change controls make . it impos-
sible to know along which lines
a rational reconstruction policy
should proceed. Its third objec~
tive is the reintegration of the
European economies. into . the
world economy. But -exchange
controls work in the opposite di-
rection. . They tend to make each

Dollar Shortage vs. Destitution

"‘Being short of dollars does not
mean the same thing as being
poor, The Swedes are well-to-do.
The Portuguese, on the other
hand, have a far lower living
standard than the Swedes, but they
appear to have all the dollars they
need. The .people of Britain or
Belgx_um) are not.at present under-
nourished. We -would hardly think
of subsidizing ‘them, otherwise
than possibly through loans, were
they not “short -of dollars.”

-There is, however, one char-
acteristic which all the “dollar
shortage” countries have in com-

‘mon. Every one of them oper- |

ates exchange controls.
" Now there are two theories. as
regards the meaning of the “dollar
shortage.” Either the “dollar
shortage” ‘is ‘the cause why ex-
change controls are ubiquitous;
or the exchange controls are -the
cause of the world-wide dollar
shortage. Of these two theories
only one can be correct,

Intranational vs, Iternational
=, Trade

Monetary problems are admit-
tedly technical and complicated.
They are so particularly. ‘when
several - currencies are involved.
Small wonder -that a .veritable
mythology has .grown up in re-
spect of the difficulties which may
supposedly arise when payments
have to be made from one .coun-
try to another,
- To make ‘this ‘point clear let us
take a look at India. India, like
other countries, has sections that
are wealthier than other sections,
It is assumed that the Hindus are
on the average better off than the
Mohammedans. Yet the latter-did
not find it difficult to buy such
goods and services from the Hin-
dus as they ‘could pay for as long
as‘the whole country was ruled by
Britain and the sole currency was

to tighten the money supply. It
can then, if it so desires, continue
to sell Hindustan rupees, dollars
and other currencies at their old
prices. But soon even more people
will try to exchange ‘their Paki-
stan rupees for better monies.
Only a few of these will succeed.
The greater part of the appli-
cants for foreign monies will be
turned away by the Pakistan gov-
ernment because the country will
now be “short” of all currencies
but its own.

If the various Western Euro-
pean nations had the same cur-
rency the intra-European irade
problem would disappear imme-
diately. There are, of course, tre-
mendous political obstacles in the
way -of unification of the Euro-
pean currencies. It cannot be
achieved in the foreseeable fu-
ture. But that does not alter the
fact that if France, Belgium, Hol-
land. and their neighbors would
have- a common currency they
would need fewer dollars; and
that we are, therefore, paying for
the multiplicity of sovereign states
in Europe which, though a his-
torical fact, is from the economic
point -of view a misfortune of the
first order. '

. Reasons For Exchange Controls

There was no “doiiar shortage”
after the First World War. Yet
there was great destitution. There
was also a good ‘deal of inflation,
for 'instance, in France and Italy,
not ‘to mention Germany, Austria
and Poland where the national
currencies ‘lost nearly all ‘their
‘values. But at that time the Eu-
ropean nations ‘imposed exchange
controls only on a minor scale, if
at-ali. Basically, they kept their
currencies convertible,

The system that prevails at
bresent -has aptly ‘been named
“repressed ‘inflation.” There is.no
free convertibility, e.g. of French

the Indian rupee. The people:of
Mohammedan Karachi made their

francs into . British . pounds or
Putch gullQers,'firstly because the

tent self-sufficient and prevent the
achievement of an internationally
valid price level.

We shall now demonstrate these
points in -detail.

(1) :Exchange controls are al-
ways accompanied by domestic
price controls ‘and consequently
by black markets. Certain goods,
such as food, are withheld from
the legitiinate markets and some-
times even from the black mar-
kets. If the French farmers could
buy more goods with the ‘money
which they are allowed to ask for
their products they would sell
more food to the cities, the aver-
age Frenchman would be better
fed and the demand for food from
overseas would not be as large
as it is, .

(2) As another result of their
exchange controls .trade among
the European nations has steadily
fallen off. The Belgians find that
exports to France do them  no
good if they need not French but
British goods and cannot convert
French francs into pounds ster-
ling. Large stocks of steel, ce-
ment and machine tools have piled
up in Belgium.- The Dutch have
been unable ‘to sell their fresh
vegetables against any of the for-
eign currencies which they can
use, . ‘
“Under the system of exchange
controls each country is more or
less. cut off from the rest of the
world. Its economy may work in
full -gear and yet there may be a
growing shortage of all the goods
that have to be imported. This
explains why we may read in the
same issue of a newpaper first
that ‘most European countries are
producing more -than in 1938 and
second that in the same countries
the population is still under-fed
and that the people feel no bet-
ter -off than they did three years
ago.

{(3) Exchange controls ‘make - it

almost -impossible to form a cor-
rect picture of the potentialities

national economy to a major ex--

and prospects of the economies
which use them. . Who can tell
what. Western Europe is likely
to produce, export or import once
its currency barriers have been
removed? Since the mechanism
of the free market does not at
present operate in the case of in-
ternational transactions the para-
doxical situation has arisen that
the United States, of all countries,

can '‘do no ‘other than ‘to “plan”.

the recovery of Europe., The
American people would like noth-
ing better than to .see Western
Europe return to free enterprise.
Yet'it is up to the ECA to deter-
mine which foreign ‘goods each
European nation shall receive,
how much of them it shall receive,
which recovery projects are
deemed worthy of support and
which shall be rejected. Even if
planning as such were our aim,
this type of planning would have
little -in- its favor, since it leaves
the -execution of every plan- to
foreign nations and their fre-
quently changing governments.

(4) As long as -the European
currencies .are ‘inconvertible, our
support ‘does not by any means
bolster those European industries
which -earn hard currencies in
prefcrence to those which do not.
If the ECA would try to sponsor
dollar earning projects in pref-
erence to other projects it would
probably run into.a furious oppo-
sition on the part of the European
naticns. The ECA ‘could for in-
stance insist that slum clearing
which yields no foreign money
should give precedence to the ex-
tension and redecoration of lux-
ury hotels in Italy and on the
French Riviera; or that the- fa-
mous festivals at Salzburg or Bay-
reuth draw. American tourists
whereas only few French books
or recent paintings are sold
against 'hard currencies. The
haute couture in France, and the
production of optical instruments
in Germany might be encouraged
at- the expense of the European
automobile industry which will
probably .never  equal the effi-
ciency of its American counter-
part.

But such ventures would be far
fetched and unpopular. The bene-

ficiaries of the Marshall Plan can-

not be . effectively reintegrated
into the international ‘economy as
long as c¢xchange controls persist.

(5) A country that wants to
change its “unfavorable” into" a
“fayorable” balance of payments
has the choice between two ways.
It may either increase its exports
or it may decrease its imports or
it -may do both.

Cuts in-imports are easier to
achieve than additional exports.
The latter presuppose willing
buyers in other countries.. Im-
porters, tourists and investors
must be lured. They cannot be
compelled to part with their hard
currencies. But imports can be
cut down by unilateral action.
Tariffs, import quotas and ex-
change restrictions are instru-
ments which never fail.

Exchange restrictions make il
profitable to prodice goods at
home, which would otherwise be
imported. They put the countries
which use them on the way to-
ward self-sufficiency. Vested in-
terests grow up which clamor for
tariff protection even after the
the exchange controls have been
litted. Consequently, we may
easily have less international
trade than there was before the
war for ‘quite some time to come.

It is the policy of the United
States that the world should make
full use ‘of ‘the benefits of the
international division of labor and
natural opportunities. This policy

‘has led ‘to our. sponsorship of the

International Trade Organization.
But the world is moving .in the
opposite direction and as long as
the import restricting policies of
the beneficiaries of the ERP cut
down ‘their demand for dollars
there is nothing ECA can do to
halt this unfortunate trend.

Its implications have apparently

not heen fully appreciated. Sug-

.gesticns haye been heard that the ',

Europeans- should produce more’
mewsprint ‘instead of importing it*
from Canada where it is cheaper.
And in spite of the fact that'
French agriculture ‘has held: its’
own against foreign -competition
in the past only with the help ‘of -
exceedingly high tariffs, the de--
mands ‘of ‘the French farmers for
support ‘have .found. strong syni-~
pathies with the ECA. :
“In -October, 1943, the -Organi- -
zation for European Economic Co-
operation ‘announced that Europe -
will need $2 billion less in 1949 :
than "in '1948. This reduction is '
partly the result .of the trend -
toward self-sufficiency-and partly °
of a shift of both imports and
exports away from: the hard cur-
rency countries. (But ECA dollars :
will be assigned to certain coun- .
tries for the purpose of reviving :
trade between the European na-
tions and reducing their demand -
for American goods!) y
(6) Europe ‘cannot recover:
through American help alone. The -
European nations must cocperate -
with each ‘other to a much larger -
extent than they have been will- °
ing to do in the past.  This is the -
policy of the ERP: It is also the -
policy ,0of Governor Thomas E. .
Dewey who said.in a speech made :
Sept. 30: “This program of Euro- -
pean aid must . . . not be just -
relief. We shall use it as the
means of pushing, prodding and .
encouraging ‘the nations of West- -
ern Europe toward the goal of -
European union.” In another °
speech he said: - “The amount of
aid we give should be specifically
related to the progress made to- ~
ward ‘the goal of the unity of a :
free Europe.” - o 3

Political Union Far Off :
The political‘union of Western *
Europe is'a goal that cannot pos- -
sibly be achieved in the near fu-
ture unless the European Conti- -
nent is subjected by a victorious -
aggressor—and it is .American
policy ‘to prevent this from hap- -
pening. “Econornic cooperation,” :
though a somewhat vague con- °
cept, makes more sense. It is usu-
ally interpreted in the terms of
customs unions to -be established -
between wvarious European na- -
tions. Even before the war had
ended * “Benelux,” ' the customs
union ‘between - Belgium, The
Netherlands . .and - Luxembourg, -
was under way. Recently, nego- .
tiations for a similar union be-
tween France and 1taly have been.
successfully concluded.

Now “Benelux,” though-widely
advertised, actually amounts to .
very little. Goods do not by any
means move ‘freely between the
several countries. .of -the union.

Béligum' and The ' Netherlands

each have their exchange con-
trols and ‘use them against each -
other the same way they use them |
against outsiders. Time was when
tariffs were the main obstacle to
Enternational trade. Exchange
controls are infinitely worse. .

We should not insist on Eure- -
pean customs unions. The objec-
tive of our “pushing, prodding .
and  encouraging” should be a |,
Europe in which each government |
will decide by itself that it will
not in the future hamper transac-
tions between .its own business-
men and those of other countries.
All the “cooperation” we need is
cooperation. of the type that pre-
vailed when -there was-an inter- .
national .gold standard. The
United States, Britain, France and
other ‘countries did not establish
the gold standard by international
treaties. Each country did it for
itself; but an economy in which
everyone cooperated with every-
one else was the result.

The one step we should insist
upon is that exchange controls be

i abolished. And we should make

our help under the Marshall Plan
conditiénal on this being done.
Customs unions can only be
concluded when several countries
are willing to cooperate. But
every country can make its cur-
rency . convertible “by unilatersl
action. L "
(7) High interest rates or other- -
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‘wise tight money  policies _h_ax‘fe
the effect that prices level -off. A
. countiry -that balances its budget
. .and whose taxes leave adequate
. :profits at the -disposal of savers
-and -investors- attracts foreign
. scapital. But where exchange con-
Arols prevail ‘interest rates are
kept at an artificially low -level,
. -nflationary policies are routine
. .and prices are far more frequently
i-'on theupgiade than on the down-
grade, As 1o the foreign investors
théy maturally 'shun a country
that makes it difficult or impos-
sible “for them to withdraw their
money when they want it back.
Far from -establishing a new eco-
nomicequilibrium,-exchange con-
" 'trols aggravate the prevailing ‘dis-
" dquilibrium of which the “dollar
" .scarcity” is the principal symptom.
- It is ‘obvious that the.goods that
| 'have "been .allotted by ECA since
" April, 1948, have helped to raise
" ‘the standard of living in"the-bene-
' ficiary countries and’ have .also
‘had a’ favorable psychological -ef-
_ fect. It could -not be otherwise
isince .everyone _is better off with
outside ‘help than without .it, It
"~ follows that the ERP is achieving
" “its purpos€ as a relief organiza-
tion.  But. the reintegration of
Western' Europe into ‘the world
economy: is a different matter.
* "Phe question whether the ‘present
" pdlicy “of ‘the' ECA ‘will ‘putthe
" ‘peneficiary mations on ‘their own
‘ 4ect ‘by 1952 and liberate -them
" from . their  -“dollar - shortage”
“troubles .must be answered in.the
- megative. 1f exchange controls
‘are -allowed to ‘continue ‘the “dol-
‘ “ar ‘'shortage” ;:may be ‘expected ‘to
* sgrow ‘from bad to worse. :
-(8) In her book “The West at
. Bay” Barbara Ward has recently
- rcontended that, far from being the
" 'result ‘of the- imposition of ex-
- ¢hange“controls, the “dollar short-
" agé” -indicales ‘the shift of Eu-
~pope’s former ‘economic ‘power
‘ ftoward the United States and that
it may ‘be expected to-pérsist for
! many years to come. She has not
' 'peen ‘the first'to hold this opinion.
! It is widely shared in Europe, in
" Ligtin ‘America and, curious to.re-
"late, in ‘the United States.
""Now if ‘the *“dollar scarcity”
«shouid really be 'the result of

© - rcauses which are beyond human

" wontrol it ‘may easily'last for -an-
‘ -other four or ten ‘or fifty years.
" Whatever ECA may do and re-
" ‘gardless of ‘the :generosity with
‘- which ‘we may pour money into
* Turope, the dollar scarcity prob-
“Jem will not in that case be
* sélved by the ERP. The ECA
« smight then as well transform it-
self into a simple-relief organiza-
tion or fold up altogether since its
more -ambitious -objectives ‘would
- be .doomed. .. - - - g, B
. “Fortunately, the “dollar short-
- age” is mot ‘the result of circum-
- ztances ‘which are’ beyond human
. wtmtrol. Rather, it'is one of those
dnstances where we ourselves first
- $tir up’ tire “dust “and then ‘comr-
- plain -because we cannot see,

: -Objections ;
“The suggestion that -the bene-
. ficiaries of the ERP should abol-
- ish ‘their exchange controls is met
. by. warious® ebjections. British
. political ‘leaders and 'writers ‘have
+ ‘been particularly-eager to declare
. that the return-to the free con-
- . wertibility. of ‘the -pound -sterling
. @and . other currencies would do
- more ‘harm than good. ‘
The emphasis is-on the dreaded
- dangers of an -extensive flight of
; eapital from TFBurope. It is ‘feared
. ‘that so many Europeans will ‘be
. in the market for dellars that the
' «valueof the Eurcpean currencies
 may go down to zero.
'These apprehensions ‘are much
exaggerated. To begin with, the
. ‘term ““capital flight” is quite mis-
' leadinig. It conveys the concept
_-of an- unilateral movement as
" when ‘a ‘person’ moves his body
from one location to another. Now
: 1this -does happen sometimes with
‘«capital. But it ‘happens rarely.
- “There are few individuals left
+ who own gold and can remove it
« to andther country; and few are
: the manufacturers -and exporters
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who can afford to leave the coun-
tervalue ‘of exported goods in
1 ‘countries —- particularly
since - immigration = restrictions
make it difficult for 'people 1o
choose the .country . where. they
would prefer to live.

What we call “capital flight” is,
as ‘a rule, an ewxchange of goods
and ‘not a ‘unilateral transaction.
Frenchmen may offer their francs
against  dollars, ‘and -certain
Americans may 'be willing to take
French- francs provided they -get
them cheap. - The result of capital

flight from France will be firstly’

that Frenchmen will own dollars
or other assets in the United
States; secondly ‘that Americans
will .own francs-or-other assets in
France; and thirdly that ‘the value
of the franc will have ‘declined
as measured in dollars,

~But- governmments have ‘it .in
their power to prevent the deptre-
ciationof -currencies which ‘they
control. They ‘'need only make
the national money scarce, -Scarce
money ‘always has a value. It s

‘often forgotten 'that ‘most people

need -domestic_money to pay for
‘the ‘necessities of life and carry
on 'their -business. ‘They will ‘at-
tempt to get rid of money whidh
is in ‘excessive ‘supply. But “when
‘money ‘is 'scarce only ‘the very
richest ‘can consider the ‘transfer
of -capital to ‘foreign .countries.
There will rather ‘be the opposite
irend: -Capital‘that ‘has -been ‘hid-
den elsewhere will returm. 'This
is-net..an-abstract- theory. It shas
‘happened several times in Franee
and other countries in the years
‘between’ the two {vars, " And quite
recently a veritable “miracle’” was
witnessed “in ruined ‘Germany
when ‘the -0°d ‘worthless ‘Reichs-

mark ‘was revlaced by the new.

PDeutsche Mark which was. hard
to obtain ‘beczause its volume was
restricted. ‘Goods which had not
‘been - obtainable - by legitimate
means for years were immediately
offered for sale. 'The new cur-
rency -was -generally acceptable
for mo other reason than that it
was in scarce supply.

" Program

The beneficiaries of .the ERP
should be requested. at the earliest
possible moment to .abolish their
exchange controls and make their
currancies convertible, If the ECA
should decide to :arrange the -al-
lotment -of dollars :among the va-
rious - Eurcpean nations .in ‘the
future itself (after having turned
this: task ‘over: for the time being
to the reluctant beneficiaries) the
withholding of funds could be-
come an important ‘instrument in
the fight against exchange .con-
trols. Only those nations should

'be supported which take steps to
.get rid of them.

We should aim at convertiblz
‘currencies. "Most ‘of the -countries

involved will ‘have to -devaluate..

But devaluation should not by

.any ‘means be followed immedi-

ately by -a new stabilization .on ‘a
lower level. ‘Rather, the various
-currencies:should fluctuate up and
«down until they have found ‘a
level ‘that ' promises 'to last. ‘Pre-
mature stabilization will -only
lead -to mew exchange - controls
and recurring devdlutations.
There can, of course, be no doubt
that _stable values are preferable
to fluctuating. quotations. How-
aver, ‘the choice is not between
stable .or unstable 'convertible
surrencies ‘but vrather between
~onvertibility plus instability -on
the -one hand .and the fake sta-
bility " of the .exchange ‘control
system on the-other. It is a mat-

'ter of the lesser evil,

The Bretton Woods Agree-
ments put obstacles in the way of
ievaluation. ' Furthermore they
nake it obligatory to the partici-
nating ‘n&tions in case ‘they -do de-
valuate ‘to stabilize -heir -curren-
~ies immediately on - the mewly
~hosen level. These agreements
were ‘made at a time when post-
war -conditions were -expected to
he far more “normal” than they
"ave actually turned out to be.
The Bretton Woods Agreements
hould, therefore, be changed or

if this cannot be done they should,
be overriden. )

The - ERP -Under ‘Convertible
‘ Currencies

Once the European currencies
are mutually -convertible Europe
will :need .fewer American :goods.
Within the -various countries food
and other commodities will. ho
longer be hidden_but. offered for
sale.  Intra~European trade will
flow freely. Relief will still be
one .of ECA’s principal tasks. But
it will not call for such -large
‘funds‘as heretofore,

_ After relief has been taken care
of the second objective of the
ERP is reconstruciion. As long as
exchange controls persist it is im-
possible ‘to knew which invest-
ments are the most ‘promising in
the long run. One thing is cer-
tain: The beneficiaries of ‘the
Marshall Plan will not be -able to
continue their low. interest rates
indefinitely. 'The convertibility of
‘their ‘currencies will compel them
to ‘'be more realistic. ‘And ‘it will
then ‘become obvious that -certain
American = production metheds
‘which' have made 'this country
great are not necessarily the best
methods for impoverished Europe.

In the United ‘States there s
plenty - of capital. American
wages “are “the “highest in the

rope ‘lacks' ‘capital but ‘there is
superabundance ‘¢f ldabor. Aftér
the ;First World War the Germans
took over many American ideas
and ,procedures in spite of a rale
of irdérest which was much higher
in "Germany ‘than it was at that
‘time 'in’'the United "States. There
was great enthusiasm for “ration-
alization:” "When ‘the depression
of "the 1930’s ‘hit ‘Germany it be-
came ‘obvious that the uncritical
transplantation of American pro-
cedures into a widely differing en-
vironmert ‘had ‘been a mistake
that cost the country dearly.

“The restitution of normal in-
terest. rates ‘in the beneficiary
couniries of ERP and a measure
of ‘economic ' skepticism . should
make it .possible for ECA to avoid
mistakes in the future which are
bound to ‘occur under the present
cloudy conditions,

“The abolition of ‘exchange con-
irols .will also go far in solving
another problem that is giving ‘a
headache to the American people.
‘The reference is tc Furopean so-
cialism. Some moiiths ago a groin-
inent mermber ‘of the' British La-
‘beur ‘Cabinet, Mr, ‘Hugh ‘Dalton,
‘could declare that everyone of the
beneficiary countries of ‘the Mar-
shall Plan “is in a ‘way socialistic,
He was mot far from the ‘truth..
The ‘result is that’through ERP
the United ‘States is .subsidizing
socialism in’ Europe. ' ‘

‘That will, however, no longer
be ‘the case-ence the Western Eu-
ropean .currencies are -convertible.
Only their exchange controls
make ‘it possible for Britain,
France and other -countries to
‘keep up their easy money policies
and to indulge at the same time in
socialist experiments. As soon as
exchange controls are lifted it
‘will ‘become ‘obvious that the na-
tionalization of 'significant ‘indus-
tries (followed, as in France, by
very inadequate compensation ‘for
the -dispossessed -stockholders)
and the ‘expropriation “of major
fortunes by high ‘taxes ‘brings
about ‘the flight -of capital. The

‘socialist -governments ‘will ‘then

either be -compelled to raise the
rate of interest'and othérwise cur-
tail the money supply for the pur-
pose of preventing the “flight” of
capital, which will have certain
‘effects -on prices and employment
which they may find ‘hard to sur-
vive; or they will have to go slow
on their socialist experiments and
make it more attractive for their
domestic capital to stay at home.
It is likely that they will follow
the second course and that free
enterprise will once more be
given leeway.

It is 'no coincidence that the
present British ‘government ‘has
more than once declared that it

intends to keep its exchange con-

‘|the -continuance -of its present

world. ‘Contrariwise ‘Western "Eu- |,

trols for many -years.to .come. It
is aware of ‘the fact that free con-'
vertibility of sterling will make

economic-policies impossible.

The: reintegration -of ‘the econ-
omy -of 'Western Europe into the
world :economy .is ‘the third -ob-
jective-of the ERP; It may beex-
-pected to take place ‘almost auto-
matically as ‘soon as exchange
controls have been ‘abolished. :
‘Under the convertibility of cur-
rencies those foreign goods and
services which Europe needs most
will fetch good prices. It ‘will,
‘therefore, ‘be profitable to invest
capital in enterprises ‘which earn
foreign ‘currencies. The -export
business ‘and tourism will flourish
all .over West Europe, The trend
toward self-sufficiency will dis-
-appear. - Where capital will ' be
needed for'the expansion .of dollar
-earning enterprises ECA ‘may be
willing‘to supply it ¢r it may -give
certain guaranties ‘to .American
investors.

After-having -abolished their ex-’
change controls: and 'after having
taken steps o balance their budg-’
ets and tighten their money :sup-
ply the European governmerits
will ‘probably. find it . desirable
that the fluctuations ‘of the wvari~-

narrow -limits, even though the
time for a ‘definite stabilization
may not yet be at hand. The
ECA will be able ‘to support them
‘by providing money for stabiliza-
tion funds.” It may -‘also help
them .otherwise during the first
trying months of readjustment,

American Policy
‘The American *people ‘are sac-

‘| rificing ‘a not inconsiderable part

of their national income for ‘the
‘purpose ‘of helping ‘Euraope, They
are not asking for much if they
expect ‘the European nations to do
their part 'by sacrificing their
monetary ‘prejudices.

Of the beneficiaries of the
Marshall ‘Plan ‘some ‘may decline
‘{0 -‘make “their currencies con-
vertible. To them our ‘govern-
ment should say in‘the ‘language
-of ‘the'Middle Ages: Dixi et salvavi
‘animam meum: I'have'spokenand
saved my -soul. ‘America ‘has of-
‘fered ‘her -support but her offer
was refused. PR

"Those -countries, however, that .
make their -curirencies convertible
will ‘not -only have the advantage
of American support. They will
-also' profit from the fact ‘that'in
‘monetary ,matters. as elsewhere

‘ous -currencies ‘be kept within

honesty is the best pdlicy anyway.

Railrbad -

Securities

]

All sections of the security markets reacted violently to the unex-
pected results -of last week's elections. The dnitial sharp_ decline on
iWednesday was hardly surprising. The ‘market has *been jittery #or
months and has indicated its extreme vulnerability to shock. That the

-accelerated pace on Friday, after
the initial surprise had worn oft
is not so easily -explained. -Appar-
ently the answer lies in the will-
‘ingness of speculators and inves-
tors under present :conditions to
believe almost anything.

Almost .immediately following
the elections the more rabid anti-
business-elements in the Adminis-
tration got to work. Statements
to the press flowed ‘forth. Puni-
tive -excess profits. tax schemes
were ducted off, Strict.price -con-
trols were to be imposed, but
naturally, with the -new mandate
from the people, no- wage ceilings
would be set. The "Taft-Hartley
labor act would be repealed and
replaced by new labor legislation
unfavorable to industry. "Little or
ne -consideration was .given to the
fact that there will still be:a sub-
stantial ‘conservaiive element in
the mew, ‘Congress and that “this
conservative element will ‘control
many of the most important com-
mittees, 5

As is 'usual ‘'under conditions -of
indiscriminate ‘optimism -or ‘pes-
sinzism, the best.of stocks suffered
along with the worst. The market
value of reilroad shares listed ‘on
the New . York :Stock Fxchange
‘was pared by hundreds of millions
of dollars. ‘Sania Fe was -:down
more ‘than 18 points from its re-
cent high and Kansag City ‘South-
ern common, which was 'being
pushed enthusiastically to succes-
sive new highs just a ‘short time
ago, fell ‘almost ten points, or
19.7%. Yet the basic. status of
neither of these roads had been
changed in thal short period,
More :speculative ‘issues ‘such ‘as
North Western; Gulf, Mobile &
,Ohio; St. Louis-San Francisco,
etc,,“were down -even more dras-
tically percentagewise. The in-
come bond market 'and second
grade fixed interest bonds were
also hard hit all-along the line.
Basically it is the opinion ‘of
many railroad analysts that there
is mo justification for bearishness
toward carrier -shaves merely on
the basis of the election returns.
As a matter of fact, there is con-

siderable ‘feeling 1hat even if the

decline was resumed, and at an®

railroads would be at least rela-
tively 'in :@a.far better position
than incustry generally. Despite
one -early post-election statement
it is hardly likely ‘that any excess
profits {ax would be ‘imposed
based entirely on -€arnings for a
period such as 1935-1939 without
any weight being given to 'the te-
turn -on capital investment. A
tax ‘based 'entirely, or even ‘in
part.-on -an invested -capital bdse
would be far less-onerous to rail-
roads than to most other major
industries.

The railroads wovld hardly suf-
fer from imposition of. controls
that ‘stabilized, or ‘even ‘reducéd,
their fuel.and materid! costs. This
is ‘particularly trve indsmuch ;as
it 'is hardly conceivable that price
controls would be imposed with-
out at least some restraint on
wage rises, Allocation -cf scarce
materials.could hardly be athreat
to the cawriers. Tor -instance, if a
large volume of -steel is to ‘be
produced ‘it -matters ‘little to the
railroads “whether this ‘steel ‘is
.allocated to the automobile ‘com-
panies or ‘to some cther-industry.
In either event they will get ‘the
freight movement. Tn most Te-
spencts in which the election ‘ras
frightened -‘security holders it
would ‘appear that fhe railroads
are at least relatively less vul-
nerable than other industries.

‘So far as continuztion 'of a high
volume -of traffic is concerned the
near and ‘intermediate term out-
look has, if anything, been .im-
proved by the -election. It had
‘generally been cxpected that a
new Republican administration
might encourage a- mild defla-
tionary recession almost immedi-
ately in order to iessen ‘the
chances of a more 'severe reces-
sicn toward the end-of the term.
No such steps are likely now. - In
fact, if -any signs of a recession

‘were to devclop it is generally

anticipated that heavy govern-
ment expenditures would -be in-
stituted .almost immediately. With
the -traffic prosoccts so bright,
continuation of ‘a high level ‘of
earnings appears almest inevi-

worst fears were realized the

table.
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The Money Mill and Prices

(Continued from page 3)
because we have manufactured
too many of them.

Not Theory—Proven by History

That prices are not going up,
but the value of the dollar going
daown, to many of us seems ab-
stract and hard to. comprehend.
Those who do not understand in-
tlation raise their eyebrows and
incredulously remark: “Oh! - Yes!
A very interesting theory,” Ye
Gods and little fishes! Does it
take longer than 2,000 years to
estanlish a fact? Fimancial
history going back hundreds of
years before the Christian Era,
and all the way down to present-
day world-wide inflation, has
fully proven that it is not theory,
but cold, bard, painful fact. This
natural law was understood by
the. Greeks in the ninth century
B. C. In our own early history
it was recognized when tobacco
was used for money in Virginia
in 1619 and efforts were made to
restrict the amount grown in
order to prevent depreciation of
“tobacco money.” Is civilization
getting dumber and dumber about
money? .

Throughout the ages kings, dic~
tators rulers and presidents have
delighted in monkeying with cur-
rencies when conditions arose

- from which they wished to escape
—heavy debts, expense of wars,
cost of occupation and avoidance
of taxation, etc. The results have
always been the same. The his-
torical inflation cycle begins with
“escape” and moves through a
well defined general pattern until

it ends up with depreciation, de-!

valuation or repudiation.

Inflation History Repeats
Again and Again

Previous to the Christian Era
inflation was brought about by
changing the value of coins or
metals, by debasing, clipping or
restamping coins. Around . 400
B. C,, finding his kingdom heav-
ily in debt, King Dionysius com-
pelled his subjects under penalty
of death, to turn in their coins to
his government. = He then re-
stamped them, -doubling their
face’ value, returning the same
amount of face value' to their
owners, The half of the number
of coins'turned it he kept, 'with
which’ to’'pay’’ off his, , debts.
Roosevelt did practically the same
thing in"this country when he
made people turn in their gold
and then revalued it in 1933-1934.

China was the first country to
prove what too much paper
money would do to prices. She
is credited with inventing felted
paper about 177 B. C. Here was
the ideal thing to use in inflating
a currency.. She fathered the
modern methods of paper money
inflation when in 1260-1263
Kublai-Khan issued paper money,
using such notes in those parts
of China which his troops had
subdued. Such notes proved to be
“Too much money” and their
purchasing power fell. Several
issues were to put and and depre-
ciation continued with the in-
evitable consequence of rising
prices and .ultimately worthless
currency.. Today China is going
through the same wringer and is
trying to shrink her currency
down from $12,000,000 Chinese
dollars to one U, S. dollar, to a
ratio of four-to-one. In the
meantime, it cost $55,000 in post-
age to send an air-mail letter to
the U. S., a lunch was $1,000,000
and Lucky Strike cigarettes cost

© over $200,000. -

France has several] times
proven the inevitable laws of in-
flation and ' what they do to

. brices,”writing the results in the
blood, sweat and tears of her
people. She was not cured by
her ruinous experience in 1716-

. 1720 in John Law’s expedition

- into paper money inflation, but, in
.1789, again plunged into the realm

" of fiduciary money when she is-

sued her assignats. The explosive
stage was rezched in 1793 when
all efforts to support her cur-
rency failed and prices soared to
fantastic heights. A pound of
bread sold at the equivalent of $9,
a bushel of potatoes at $40 and a
pound of sugar at §12.50, In
1796, her currency became worth-
less, In efforts to maintain prices
tixed by law many black-market-
eers were beheaded, giving rise to
the French saying: “The guil-~
lotine follows the. paper money
press.” France found herself be-
tween the upper and nether mill-
stones of inflation after World
War I when her franc fell from 19
cents to two cents with the conse-
quent soaring of prices. Now this
same France is again caught in
the inflation wringer with her
political freedom at stake through
rising prices, ‘ .

Law of Supply and Demand
Cannot Be Violated

Germany proved the law of
supply and demand in money
cannot be safely violated in her
inflation orgy of 1913-1923, at the
end of which her currency was
exchanged on the basis of one new
mark for one trillion of the old.
Meanwhile, her index of living
costs climbed from 100 in 1913 to
75,570,000,000,000, -At‘ the same
time her index of stocks on the
Bourse soared from one to 268,-
900,000,000,

That this same law—the natural
law that “Toc much nioney” wili
always mark up the figures on the
price tags of every thing people
eat and wear; that this law is in-
evitable in its eperation, unavoid-
able in its ultimate results and
pitiless in ils execution, is being
proven over the greater part of
the world today. It seems that
kings, dictators and political par-
ties just will not learn from his-
tory, for inflation is almost world-
wide at the present time. With
the 'exception of a few ‘small
countries the entire globe is in the
throes of currency depreciation.
Russia put her people through the
wringer some months ago; in
Japan, in hospitals, babies have
been allowed to starve to death
so that others could have their
ration cards, and a judge who re-
fused. to  patronize..the black-
markets starved te death;.Hun-
gary wiped out: her old pengo
and issued.a new .currency fixing
the death sentence for any one
who would offer the new money
at less than official figures; in
Greece a pair of shoes cost the
equivalent of $200,000 at prewar
rates; in Brazil and Mexico prices
are following the cow in jumping
over the moon. With the British
pound selling in the free market
around $2.85-$2.95, against the
official rate of $4.03, rumors per-
sist that she will be compelled
to revalue at no far distant date,
despite repeated official denials.
So it goes the world over,  There
is scarcely a nation, outside of a
few small ones, that the hot.
feverish hand of inflation has not
touched.

Present U. S. Prices Inevitable in
‘Early. *Thirties

The - inflation which .is now
romping along in this country
started in 1932. Oh! yes! We
have had other experiences. with
this Frankenstein monster in our
national history! In- one of them
a pair of shoes cost $5,000 and
creditors hid from their debtors
‘t(‘) avoid being paid off'in depre-
ciating currency. When our
money became practically worth-
less, barber shops were papered
with it and sailors returning from
trips and being paid off, made
suits of clothes of such money
and paraded the streets .in deri-
sion, :

In the early 'Thirties inflation
was proudly called “reflation” by
the New Dealers and it was con-
sciously fostered. and -built up ‘for
the avowed purpose of raising

prices.” "They 'raised them all
rightt Now, when we are paying
the piper for the unsound and
absurd monetary policies started
in 1933-1934 there is a great hue
and cry about high prices. Mean~
while, the economic-illiterate po-
liticos in Washington put on a
big “Who Dunit Show” and point
accuring fingers at every thing
and everybody but their own re~
flection in. the mirror. Today’s
prices were made inevitable in
the period from 1933 to 1939. The
war did not cause our inflation.
Before it began we already had
more definite, actual, measurable
inflation than we had experienced
in our history since our currency
was wiped out, While World War
II added to our inflation it did
not cause it, )

Dollar-a-pound steak, 95-cen
eggs and $12,000 for a $4,000 house
were just as certain eventually in
the ’Thirties as that the sun
would come up over the eastern
horizon on . Christmas morning,
1948, The natural law of supply
and demand in money just cannot
be. fooled. Results can be de-
ferred, they can be held back and
temporarily abrogated, but:even-
tually this natural law makes it~
self felt irresistibly, unavoidably
and positively,

Soft Versus Hard Money

Paper money, the kind we have
too much of today, is often char-
acterized as soft money. This is
because in itself paper money has
no value, When it is a ware-
house receipt for so much gold
and you can go. to your bank and
get tne actual metal, of course it
passes for the same value as gold.
While the United States is on a
gold bullion standard as far as
toreign nations are . concerned,
domestically we do not have an
effective gold = standard. Oul
Federal Reserve notes, the ones
bearing the green seals in com-
mon use, are supposed to have a
backing of 25% in gold and 75%
m- government bonds. But none
of us can get the gold. We are
merely floating on a vast sea of
paper -money!

It should be borne in mind that
money was invented to take the
place of barter. It is not prac-
ucal for the farmer to bring into
the city' three bushels of wheal.
and trade them at his shoe shop
for a pair of shoes or, for the gold
miner in Alaska to bring an ounce
of gold to New York to trade for
a radio. Money was invented to
avoid such trades. The miner in
Alaska sells his ounce of gold and
accepts 35 paper dollars for it.
He tnen sends the $35 to New
York to pay for the radio and it is
shipved to him. Thus on both
sides of the trade the $35 repre-
sented commodities, or goods, in
other words. The money was.
used merely to make the trade
easy. In effect, the miner traded
his ounce of gold for the radio.
Hence, money!

When money is made out of
gold, silver, copper, or even zinc,
it has a value in itself. The metal
itself has a value even if not
stamped by some government
_insignia, . In such money "one is
actually offering small pieces of
a commodity in exchange for the
merchandise one is buying. Of
course, in nearly all instances,
with the exception of gold coin,
the amount stamped on the face of
the coin is greater than the value
of the piece of metal. When it is
possible, however, to pay in gold
coin, one actually trades a piece
of a commodity for whatever one
is buying. Actually, such a trans-
action is barter as one commodity
is exchanged for another. This is
hard. money!- For the past’ 6,000
years gold has been the most
sought after commodity. For- its
possession every crime on the cal-
endar -has been committed thou-
sands. of times. It is-almost in-
destructible, its supply cannot be
either diminished or greatly en-

larged quickly, hence the world
supply of gold is relatively stable.
For such reasons it' is the most
desired commodity for use as
money or, in barter, if one wishes
ito put it that way.

Gold Exchange Standard

For many years before the New
Deal era you could take any $5
bill to your bank and get a small
piece of gold for it—the actual
commodity—a $5 gold piece. In
others words, our paper money
was exchangeable for the real
commodity—gold worth $20.67 an
ounce.. The paper money had no
value, but because you knew you
could get five dollars in gold at
any time for five $1 bills, you
were willing to take the bills.
Your grocer would take your dol-
lar bill and give you three pounds
of butter and a dime in change.
Now, - however, neither .you nor
your grocer can get gold for your
bills, ~All the gold was taken
away from the people in this
cowrnry 1n 1933 at a price of $20.67
per ounce, After you had turned
it in to the U. S, Treasurer, it
was arbitrarily valued at $35 an
ounce. Because Washington has
manufactured too many paper
dollars. of various kinds, your
grocer now wants you to hand him
a dollar bill for a pound of butter
and you will get but little change
back. This is the effect of too
much money, is the effect of infla-
tion,

One Cannot Eat Ceiling Prices:

A theory, currently in favor
with certain class of economists
and politicians and which finan-
cial history throughout the ages
has proven wholly false, is that
prices can be controlled by law
in times of peace, It just does not
work, It did not work under OPA
in this country and history does
not reveal any large country
which has had as much definite
inflation itself as has been created
in the United States, in which
price-fixing has worked except
under war psychology.

For thousands of years efforts
to fix prices by law have resulted
in the same way, the creation of
black markets which were the
real market and in the markets
in which prices were fixed, be-
coming wholly fictitious. Despite
the intense propaganda put out
in the days of the OPA and the
multitudinous - instances -cited to
show that:food: prices-took a.big
jump after the expiration: of.the
law, they just do not square with
actualities, - Every well-informed
person knows that much of the
food in OPA days had to be
bought ‘“under the counter.” In
the case of meat, it was reliably
estimated that 85%. of the supply
came through the black market.
Naturally, no one kept a record of
such prices, no indices were com-
piled, neither were charts drawn
to show what people were actu-
ally paying to eat. Ceiling prices,
however, proved wholly devoid of
nourishment, One just could-not
eat them. If one wanted butter
it was necessary to pay from 96
cents to $1 per pound for it;
steak was from $1 to $1.25 and
sugar was. 50 cents a pound.
After the expiration, possibly it
would be better to use the word
“extermination” -of . the -~ OPA,
prices took a decided drop from
such figures. Comparisons be-
tween fallacious markets under
ceiling prices and actual markets
after the law expired are wholly
without value.

Black Markets—Death Penalty

For thousands of years in pe-
riods of inflation efforts have
been made to stop black markets
by decreeing every known penalty
under the sun, including that of
death. The results have always
been the same in peace time—
failure.. If one does not eat, he
dies. That is-certain. If he eats,
he buys in the black markets.
Hence the odds favor ‘the man
who avoids certain. death and
-takes : the chance of -execution by

his. government.. ;It_’s, impractical

for any government to execute all
of its nationals,

In the French assignat inflation
the guillotine was so overworked
that the threat of death became a
matter of ridicule. The historian
von Sybel says: “In other circles
no one was received who had not
lost a relative by the guillotine;
the fashionable ball dress imi-
tated the cropped hair and the
turned-back collar of those who .
were led to execution and . the
gentlemen challenged their part-
ners to the dance with a peculiar
nod, intended to remind them of
the fall of the severed head.”

Recently the death sentence
was decreed in Hungary and in
Shanghai for any one dealing in
currency in the black market,
The threat of the supreme pen-
alty seems to mark that stage of
inflation when a government has
reached the point of desperation.
However, it just does not work,
and those politicos. who advocate
price-fixing by law either do not
know financial history them-
selves, or think so many of the
people are unfamiliar with such
history that they can keep on
kidding them. 2

Inflation an Anesthetic

One of the most peculiar phe-
nomenon which accompanies in-
flation is that it acts as chloro-
form in putting people to sleep
as far as realizing what is hap-
pening is concerned. This is so
glaringly and alarmingly apparent
here in our own country at the
present time. It is probably a safe
estimate that 98% of our people
do not realize that the real
trouble is that our dollar is going
down in place of prices going up.
In writing about Germany’s in-
flation orgy of 1913-1923, Dr.
Hjalmar Schacht says: “What the
public at large and all but a very
few of the country’s economic
leaders failed adequately to ap-
preciate was the fact that inflation
on a heavy scale was the con-
comitant of the whole of this form
of war finance.” When the Ger-
man people finally awakened to
the fact that it was their mark
that was going down, the flight
from their currency—the effort
to get rid of their money for any-
thing of tangible value, became
intense, The lack of appreciation
of what is happening in periods of
inflation = apparently must be
attributed to a lack of knowledge
of -thé  true functions 6f -money
and the ‘ease, with which.it. can be
manipulated by administrations
seeking their own selfish ends.

Inflation—Political Dilemma

The inflation now romping
along in this country presented
a hard nut 1o crack for both the
Republican and Democratic par-
ties in the Presidential campaign.
While it is manifestly unfair to
blame the Democratic party for
all the sins and ignorance-of the
New Deal in the 'Thirties, the era.
of - absurdities, -nevertheless the
party and the New Deal are so
closely associated in the minds of
the people that President Truman
did not dare to tell the truth
about the present inflation orgy.
It cannot be emphasized too
strongly that our present infla-
tion was brought about, con-
seiously, purposely and deter-
minedly for the avowed purpose
of raising prices.

On the other side of the fence
inflation is such a hot subject that
Governor Dewey took it up in but
two of his speeches early in his
campaign, Both parties used
white kid gloves when courting
the farm and labor voters. They
dared not alienate the labor vote
by placing emphasis on increased
wage demands as a factor in ac-
celerating the inflationary soiral.
Both Democrats and Republicans
are tarred with the same stick and
could not acknowledge that price
supports for farm commodities is
an escalator on which prices pro-
gressively ride upward. These
factors, while currently-important,
are merely the effects of inflation -
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and have nothing whatever to do
with inflation itself. The reme-
dies for inflation itself can be ap-
plied only by the President, the
Secretary of the Treasury and the
Congress,

Search for a Scapegoat

- For the past year President
Truman has been frantically
searchi for 3, ceapognat . on
which &g'i)lage i}fe blame for high
prices, aiming his heavy guns at
the Eightieth Congress ‘for not
passing unworkable legislation.
He is currently making practically
no attempt to stop inflation itself,
but occupies himself with shadow-
boxing with the effects of infla-
tion, In place of attacking the
roots of the poison ivy vine, he
contents himself with clipping off
the ends of the branches. Such
methods are dangerous to business
and the prosperity of the country
as was so fully proven in the
inept handling of credit in the
fall of 1919,

In his hunt for a geapegoat Pres-
ident Truman points out big busi-
ness as the culprit. He preaches
holding down profits, saying noth-
ing about present profits being
recorded ; in his party’s phony
dollars—such dollars presenting

- an entirely erroneous profit-pic-
ture. He starts suits against
corporations for restraint of
trade; he brings action agginst the
country’s sources of raising new
capital and he advocates new re-
straints on free enterprise,

Cure -Still Possible

If the new Democratic Admin-
istration ‘and Congress would
repudiate New Deal financial
policies, would take the peqple of
the country into their confidence
and courageously tell' them that
unsound monetary and fiscal poli-
cies followed in the past had de-
stroyed two-thirds of the value of
the dollar, and would attack the
problem ' intelligently, carefully
retracing the steps which created
our inflation, it is possible the
historic cycle might be stopped
short of completion. ~As yet, t'hey
have revealed neither. sufficient
knowledge of the subject nor the

courage to attack it. Some wish-
ful thinkers want to stabilize
prices, money, wages, etc.,, on a
new high level. Such thinking
arises either from a: superficial
analysis of inflation or acceptance
of the now. obsolete popular ‘defi-
nition of it. The inflation which
is now rampant throughout the
country was brought about by
such powerful forces that it will
require all the knowledge and
courage available in our nation’s
capitol to prevent the cycle from
running its full ceurse.

Pandora’s Inflation Box

Meanwhile, union labor points
"an accusing finger at big busi-
ness, saying: “You're to blame.
You did it.” Big business comes
back with: “No! You're the cul-
prit for demanding progressively
higher wages.” Both accuse the
farmer of wanting to squeeze out
the very last penny he can while
the getting is good.

The truth about the whole mat-
ter is that the only thing that any
of them did to bring on inflation
jtself was to vote in the New Deal
party which opened the Pandora
Box, liberating the greatest forces
of inflation the world has ever
‘witnessed.

Bond Club of N. Y. to Hear

The Hon. William H. Draper,
Jr., Under Secretary of the Army,
will be guest of honor and speaker
at a luncheon meeting of the Bond
"Club of New York to be held at
The Bankers Club on Monday,
Nov. 22. His subject will be f‘Ger-
many Today.” .

The State of Trade and Industry

more than window dressing, since any action on. ihat controversy
will have to await the next Congress. It wiil have members in
greater number who would be opposed to quickly disposing of the
pricing ouestion. Some steel people do not look for any remedial
legislation for return of basing points and freight absorption for
some, time—if at.all.... . s

As for steel output, “The Iron Age” states, there’is still a good
chance that 93 million tons of steel-will be turned out in 1949. And
steel people think that will more than make up the answer for
more capacity. The only fly in the ointment is that an important
slowup in steel demand expected by mosi sieel officials by late
next year may nct come.

Steel demand, this trade authority concludes, is strong, wide,
and shows no signs of faltering and it is hitting every steel product.

The American Iron and Steel Institute announced on Monday
of this week the operating rate of steel companies having 949, of
the steel-making capacity of the industry will be 99.49 of capac-
ity for the week beginning Nov, 8, 1948, an increase of 0.5 of a
point, or 0.59, above the preceding week.. A month ago the indi-
cated rate was 98.59%, : , e

This week’s operating rate is equivalent to 1,791,700 tons of
steel ingots and castings, 400 tons larger than the all-time weekly
record of 1,791,300 tons in the wartime week of April 24, 1944,
against 1,782,600 tons a week ago, 1,775,400 tons a month ago and
1,695,700 tons, or 96.99% of the old capacity one year ago and
1,281,210 tons for the average week in 1940, highest prewar year.

The Institute said steel production in November probably would
surpass the previous monthly record registered in March, 1944,
when 7,826,257 tons of raw sieel were turned out.

ELECTRIC OUTPUT BREAKS THROUGH TO NEW ALL-TIME
HIGH IN WEEK ENDED NOV, 6

The amount of electrical erergy distributed by the electric light
and power industry for the week ended Nov. 6, was 3,563,514,000
kwh., according to the Edison Electric Institute. This was an increase
of 8,260,000 kwh. above output in the preceding week, an all-time
high record and 506,059,000 kwh., or 10.0% higher than the figure
reported for the week ended Nov. 8, 1947, It was also 881,429,000

kwh. in excess of the output reported for the corresponding period
iwo years ago.

CAR LOADINGS ADVANCE A TRIFLE IN LATEST WEEK

Loadings of revenue freight for the week ended Oct. 30, 1948,
totaled 931,750 cars, according to the Association of American Rail-
roads. This was an increase of 4,218 cars or 0.5% above the pre-
ceding week: this year. However, i{ represented a decrease of 8,996
cars, or 1% under the corresponding week in 1947 but an increase
of 9,438 cars, or-1% above the similar period in 1946,

AUTO OUTPUT TURNS UPWARD FOLLOWING INVENTORY
TAKING PERIOD .
Production of cars and trucks in the United States and Canada
rose moderately to 117,225 units {rom 116,968 (revised) units the
previous week, according to “Ward’s Automotive Reports.”

The increase from last week was due to higher truck volume
resulting from a resumption of operations by International Har-
vester Co. after a one week inventory period, Ward’s explained.

g P e - —— .

Output in the similar period a year ago was 106,651 units, and |

93,585 units in the like period of 1941.

' This week’s: output'consisted '0f '87,979 cars and 23,761 trucks
made in' the United Stateg and 3,623 cars and 1,862 trucks made
in Canada.:-- - " i o v .

BUSINESS FAILURES REMAIN STEADY

Commercial and industrial failures numbered 104 in the week
ending Nov. 4, the same as in the preceding week, Dun & Bradstreet,
Inc., reports. This exceeded the 72 and 25 in the comparable weeks
of 1947 and 1946, respectively. Failures were less than one-hall
as numerous as in the corresponding week of 1939.

Manufacturing casualties numbered 34 compared with 24 ‘a
week ago and 32 a year ago. Retail failures dipped to 40 from 45
but were almost twice as numerous as in 1947, while wholesaling
fajlures numbered 13, construction 6 and commercial service 11.

The Middle Atlantic States reported 27 failures; the Pacific 26,
and New England 21. Except for an increase to 6 from 2 in the
West North Central Region and a decline to 5 from 11 in thesSouth

Atlantic Region, casualties in other regions did not fluctuate by |

more than 2 from last week’s level. The sharpest increases from
a-year ago occurred in the New England and Middle Atlantic States.

WHOLESALE FOOD PRICE INDEX DIPS SHARPLY TO NEW
LOW SINCE JUNE 24, 1947

Continuing to decline, the wholesale focd price index, compiled
by Dun & Bradstreet, Inc., was off sharply in the past week to
stand at $6.36 on Nov. 2. Down 1.7% from $6.47 last week, the
current figure marks a drop of 8.5% from $6.95 in mid-September

and represents a new low point since June 24, 1947, when it regis-
tered $6.24. The latest index compares with $6.78 at this time a
year ago.

- Commodities that moved lower in the week were flour, wheat,
corn, rye, barley, hams, beliies, lard, butter, cocoa, peas, eggs, potatoes
and hogs. On the up side were oats, cheese, cottonseed oil, eans,
raisins, prunes and lambs.

COMMODITY PRICE INDEX STRIKES NEW LOW FOR YEAR
- The daily wholesale commodity price index, compiled by . Dun
& Bradstreet, Inc., declined to a new low for the year during the
past week, reflecting continued weakness in food and farm prices.
The index closed at 269.45 on Nov. 1, compared with 270.31 a week
earlier, and with 288.45 a year ago. ‘
Prices of leading grains moved irregularly over a comparatively
narrow range last week. Activity on the Chicago Board of Trade
increased sharply with all grains sharing in the rise. Trading was

featured by an ,aci\’ance in the Decembe'r‘\.vheat' contract'to‘ above the
government loan level and by continued heavy marketings of corn
from the country,

Fdllowing the early strength shown in wheat, prices tended
to sag, influenced by freer offerings of cash wheat by farmers ;

and reports of improved weather conditions in the major produc- *
ing areas,

Heavier receipts depressed corn prices but tne decline was_ offset
somewhat by enlarged government buying._The export flour. market
contmued " slow; domestic flour business was inaclive, with buyers
avoiding commitments beyond nearby requirements. ,

With supplies liberal, the undertone in butter continwed “WeédkK
and prices registered a further sharp.drop:ts- reach the lowest levels -
recorded since June 1947.- Cocoa: deciined 1 cent per’ pound during
the week, retlecting slow demand in the actual market; sugar and
coffee remained steady. Lard was' easier in sympathy with lower
htogdprices; cattle closed slightly. lower and sheep remained fairly
steady. i B

The trend in cotton prices was generally lower in the week
just.ended with volume of sales declining from that in the pre-
ceding week. The easiness was attributed to increased hedge
selling, liquidation in the December delivery, and uncertainties
-surrounding the political situation ‘abroad. '

Sales in the ten spot markets were reported at 356,800 bales
during the latest week, against 403,200 in the previous week, and .
438,800 in the like week a year ago. The cotton parity price for mid~
October showed a drop of 12 points to 30.88 cents per pound.  This
decline was slightly less than had been generally expected. .The .
CCC reported entries of cotfton into the government loan of 1,315,053 |
bales for the season through Oect. 21. This indicated entries during
the week of 321,955 bales, compared with 229 959 the week previous.
Cotton textile markets were featured by expanding sales of print
cloths at firmer prices.

Business.-in. the Boston wool market continued ‘dull.” - Interest
was centered largely on scoured revalued CCC wools, the bulk of
which were of medium grade and used mostly in the manufacture
of woolens. Little new business in worsted wools was reported and
activity in noils declined. Imports of apparel wools received at
Boston, New York and Philadelphia in the week ending Oct. 22 rep- -
resented 2,926,200 clean pounds, as compared with 1,100,300 the
previous week, .

RETAIL AND WHOLESALE TRADE RECORD SLIGHT CHANGES
FOR THE WEEK :

Retail dollar volume during the period ended on Wednesday
of last week dipped slightly beiow the level of the preceding’ week,
but it was moderately above that of the ¢omparable 1947 week,
according to Dun & Bradstreet, Inc., in its current summary of trade.
While Election Day promotions of seasonal merchandise encouraged
considerable consumer response, the slight decline in volume was
partly a result of unfavorable weather in scattered sections of the
country. '

Women’s Fall and Winter apparel volume rose slightly above
that of a week ago. Flare-back unfitted coats and fur-trimmed coats
continued 'to be popular although some slackening of demand was
noted.- Women'’s tailored worsted and gabardine suits were' in fairly
large demand. There were frequent requests for men’s and women’s
turnishings and accessories, Interest in men's apparel centered chiefly
in topcoats. overcoats and Fall sportswear. The demand for shoes
was limited.

The consumer requests for many food items decreased slight-
ly from that of a week ago. :

. Total meat volume declined fractionally; chickens .and, some
low-priced ‘meat cuts sold well.’ Fresh fruit and ‘vegetab,lg ‘volume
fell slightly during the week with demand for apples and swegt apple
cider moderately higher. Canned vegetable volumeé increased frac-
tionally above the level ol the previous week. Candy, confectionery
and nuts were in large demand prior to the Hallowe'en week-end.

Hardware and furniture volume was moderately below that of
a week ago. Home furnishings continued- to sell well with consumer
interest largely centered in draperies, curtains and bedding. Lamps. -
and small electrical appliances were frequently requested. Automo-
kile supplies and hunting and {fishing equipment were in large de-

mand in many areas with novelly and gift items sought in increased
volume.

Retail volume for the cdunt_ry in the period ended on Wednesday
of last week was estimated to be from 3 to 7% above that of a
year ago, . i

Regional estimates exceeded those of a year ago by the fol-
lowing percentages: New England and East, 5 to 9; South, 2 to 6;
Middle West, 3 to 7; Northwest, 4 to 8; Southwest, 1 to 5, and
Pacific Coast, 0 to 4.

The total volume of wholesale orders-the past week remained -
near the high level of. the previous week and slightly surpassed that
of the corresponding week last year. Many buyers strove to acquire
«additional seasonal goods.. There was a moderate increase in the
purchases of gift and novelty goods for the coming heliday season.
The order volums for jewelry was slightly above that of the pre-~
ceding week,

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Oct. 30, 1948,
advanced by 2% f{rom the like pericd of last year, This compared
with an increase of 129 recorded in the preceding week. For the
four weeks ended Oct. 30, 1948, sales increased by 9% and for the
year to date by 7%. =

Retail {rade here in-New York was adversely affected by
warm and rainy weather the latter part of last week which re-
sulted in a considerable slowing up of sales. As a consequence,
department store volume was estimated at about 109 under the
corresponding week of 1947, ?

According to the Federal Reserve Board’s index, deparfment
store sales in New York City for the weekly period to Oct. 30, 1948,
increased by 7% from the same period last year. In the preceding
week an increase of 18% (revised) was registered over the similar-
week of 1947, For the four weeks ended Oct. 30, 1948, an advance_'

of 12% is recorded over that of last year and for the year to date,
volume increased by 6%. ' o
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Open-End Trusis Buy, Closed-Ends Sell

(Continued from page 2)
uncertainties created by elections
such as possibility: of repeal of
Taft-Hartley Law, price controls,
allocations of bas.c mater.als, and
increased corporation income
taxes, = Still too early to come to
any definite opinions as to
whether or not a bear market is
in progress, but would- prefer a
more- conservative position until
atmosnhere clarifies.” B

Joseph E. Welch, Vice-President
Wellington Fund—“During Octo-
ber there was very Lttle change
in the ratios in. the Wellington
Fund portfolio although we did
sell some of the more volatile
common  stocks and purchased
more ' defensive commons. We
have invested about $800,000 in
the market weakness since. elec-
tion day and plan to invest more
in commons if the market should.
decline further., In our pur-
chases we will' give careful von-
sideration to. the excess-profits
tax base in view of the possibility
of reinstatement of some excess-
profits taxes, Consideration must

Balance Belw

Open-End Balanced Funds:.
" American Business Shares

Eaton & Howard Balanced
Fully Admunistered Shares
General Investors Trust
Johnston Mutual Fund

 Open-End: Stock. Funds:
* Affiliated Fund

General Capital Corp:
Incorporated: Investors
Institutional Shares

Loomis-Sayles Mutual: Fund.
Loomis-Sayles Secorid Fund

also be given to the possibility of
price controls,”

OPEN-END STOCK FUNDS:

Edward C. Johnson, 2nd,. Presi-
dent Fidelity Fund—(Sept. 30
portfolio: 77% in stocks; 13.5%
oils, 11.6% pulp and paper;-8.3%
utilities, 7.8% metals, 6.3% rails—
all percentages of total net assets).
“Investment changes during Octo-
ber only of minor nature. At the
moment no- policy shifts of the
type mentioned have been decided
upon.”

William A. Parker, President
Incorporated Investors—(Sept. 30
portfolio: 955% equities, 19.6%
rails, 15.1% oils, 11.0% pulp and
paper, 6.3% metals, 6.0% mer-
chanaising—percentages. of total
net assets).. “Very little change
in portfolio of Incorporated In-
vestors during October. Do not
contemplate any major change in
policy or portfolio as a result of
election. Consider stock prices
not high in relation o prospective
earnings and dividends and think

Net Cash & Gov'ts
Thous. of Dollars
End Ot

prevailing pessimism w:ll. prove
unwarranted.”

Gulf and Phillips Pete contin-
ued to be the most popusar issues
among the petroleum companies
in the third quarter, six funds
making purchases of each issue.
Standard of Indizna was also well
bought, five companies adding it
to their portfolios, three of which
made new commitments. . Shell,
Standard of California and Stand-
ard of Ohio were each purchased
by three trusts, the latter in a
total' amount of 20,400 shares.
Selling of Barnsdall showed an
increase over the previous period,
three funds disposing of a total
of 13,000 shares, On the other
hand, only half as many com-
panies lightened their holdings of
Pure Oil as had' sold this issue in
the preceding three months.
Skelly. and Texas fell in step with
current practice in the industry by
declaring dividends in stock to
conserve cash for expansion and
replacement of existing plant:

Among companies- connected: with:

the natural gas industry, the best-

Net Cash &.Gov'ts
Per-Cent,
End of.

June Sept.
7,029
570
194
- 499
4,136

7,097
748.
475
408

3,117 .
803
233

75
373
705

41

6,141
372

n
9,677
32

Massachusetts. Investors. Trust._

Mutual Investment Fund
National Investors

Sovereign: Investors
State Street Investment Corp
Wall. Street. Investing Corp

Closed-End Companies:

Adams Express
American. Irternaticnal
Blue: Ridge Corp

Lehman Corporation
i National: Shares Corp
(Permerly National Bond & Share)
Selected Industries
*#Tri-Continental. Corp..
§U. S. & Foreign. Seourities.

757

5
11,054
256:

7,556
4,017
7,714
576:
8,939
477

1.
18,104
2,051

1,690
2,957
1,886
2,711

June
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16.6

34
13.4
20.9
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16.6
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liked equities were those of Con-
solidated Natural Gas, Northern
Natural Gas and Southern Natural
Gas.

Utilities favored during this
period were General Public Utili~
ties and Illinois Power, seven
funds purchasing a total~of 23;400
shares of the former and a lke
number buying 33,900 of the latter
company. Five- trusts added a
total of 24,460 shares of Wisconsin-
Electric Power to portfolios, but
four funds also lightened com-
mitments, Four investment com-
panies bought Central and
Southwest Corp. and four more
added the securities of Gulf States
Utilitles. 20,600 ghares of Brook-
lyn Union Gas appeared as new
holdings in two portfolios. Al-
though three funds increased their
interest in North American, one
other disposed of 16,400 shares.
Two other trusts completely
eliminated Cleveland Electric I1-
luminating. '

Rails continued to evince. the
popular trend’ indicated in the
previous quarter as Atchison,

een Gash: and Invesimenls of 56 Investment Companies
End of Quarterly Periods June and' September; 1948

Invest. Bonds &,
Preferred Stocks
Per Cent*
End of-

Com. Stks. Plus Lower
Grade Bonds & Pfds.
Per Cent
End of-
Sept.

Sept. June

64,1
87.6

64.3
70.8

63.1-
90.2
755
69.1
67.2
70.9.
783
64.6.
82.2
55.0.
62.9-
66.3
“61.6
64.9: .
53.2
54.5
63.7

75.0
80:4

. 61.7:
81.6
64.4
7.1
67.9

. 58.8

I
55.1
51.0
72,7

DTN s PN g e

98.1
89.3 -
89.1-
92.2:
82.8 .

873
95.9 -
37,3 .

96:9
702
86.7
96.7
91.2
90.3.
90.8
94.5

95.7
" 938
955
45.9
775
97.2
97.9
745
5.0
95.9-
93.5

7.4
- 89.%
© 950

92.8

96.8 '
773
95.1
908
75.0

92:7
89.0. .
86.0. .
83.6 . .
78.5

‘814,
75.6:
79.3
81.9
78.2
933
82.2
82.1°
78.9

81.8
84.1
95.8
93.7

66.8.

1leled.one another,

‘ened commitments.

Great. Northern and Southern Pa-"
cific lead in favorable acceptance. :
Five managements bought each. of; -
these carriers, adding. 4,500 shares’
of Atchison, 10,300 of the second
road’ and. 4,600 of Sopae: Two
funds made new commitments in-
Ilinois. Central-wh.le-two more-
added to blocks already. held.’
25,50). shares . of Pennsylvania .
were acquired. by three: manage--
ments and three others. picked up-:
Chicago, Rock Island. & - Pacifie. -
Several other additions . were made -
in the securities of the. Class-I:
roads. Sales were inconsequen— .
tial.. . ;
Although new life was breathe3 °
into the already growing favor-
able outlook towards bank stocks
during the September quarter, :
some skepticism now exists as to.:
the increased profit potentials.be~ -
cause of the elections. .. While it is
felt in many quarters that the.
long-term trend-of interest rates.is
upward the immediacy of any:
general tightening in longer—
term government rates: has been..
postponed. Undoubtedly, other -
machanisms. will be: attempted: to::
restriet the inflationary extension
of.credit, not so. favorable-to bank -
earnings. Several trusts:likewise
sold - their .longer-term: govern~;
ments in anticipation, of. the low~"
ering of Federal support levels..
The wisdom of such action will:
be seen, in. the: future, but not,
realized as soon as originally ex-
pected  had: - the . elections gone
otherwise: 3 ;-
New: York bank stocks were in:
particular - favor, - Three funds-:
bought Bankers. Trust] three more: -
acquired Chase National and a
like. number' purchased. National::
City.- 1,000 shares of Guaranty :
Trust were:added.to the. portfolios:,
of two -managements.. Opinioiu:
was divided on-the First-Nat,onal';
of Boston. It is; of interest: to-
observe- that; four  out of the- 12
securities, added to, the' list .of,
Massachusetts Investors Trust dur~-
ing. this' period: represented 'inr.
vestment: in. commercial: banking -
institutions. R
. Many.scattered purchases.of.in-
surance. shares. continued .to, be
made, a trend' noted’ throughout -
the “two" previous: periods; «Two.:
trusts bought. American Insurance::
of: Newark; and; Fireman’s. Fund..,
Individual selectionsincluded
American Surety of N.'Y., Boston "’
Insurance; Continental’ Insurance;.
Fidelity - Phoenix; Firémen’s: of::
Newark; Great” American Insur~:
ance, Hartford Fire, Home, New.
Amsterdam .Casualty, North River,
Northwestern - National Life;’
Springfield- Fire - and :Marine; :
Standard © Accident! and: . West-,
chester, Fire.. - S e i ¢ A
Purchases. by..three. trusts,. each:.
of both CIT Financial and' Com-"
mercial' Credit,. for’ a; total: ofr ap-
proximately, 13,000..shares. .paral-
However, two.
managements disposed: of shares”
of- the latter company:while:there

| were-no; sales. of the former. ; -

-Kennecott was still one of the|

| favorites among.the nonferrous..
‘| metals. which, as noted, were less

popular than earlier ‘in- the year-
although still - well: thought' ofi -

| Aluminum of ‘America: was. alsa -

among ‘the top preferences with -

‘| seven trusts.increasing their. hold-
| ings. :
'iwas sold by three 'managements

Aluminum, Ltd., however,

and-purchased’ by only one: Five

1| trusts added to holdings of Amer~-

ican- Smelting ‘while three light-.
Two ftrusts
each bought Nickel and-St. Joseph -
Lead. - Opinion was .divided: on:
Phelps Dodge, but the twao trusts-
which. sold this: copper. company,

American Business.Shares.and the .
Bowling- Green. Fund, made. pur-.
chases-of Kennecott: - - -

. Steels: continued: their popular-.
ity with:United: States Steel prime.-
favorite; six - trusts. purchased: a:
4, 27 |total of 22,700ishares. Bethlehem.:
I 12 = | Steel- was also added to five port~'
—_— folios, Three of: the additions of’
. 56. |Bethlehem shares were new. com~

*Investment bonds and preferred stocks:
through Ba for bonds; Fitch’s AAA. through BB. and approxi-
mate: equivalents. for preferreds, +No interim. reports issued: to
stockholders on’this. date. {Percent gross cash and governments. |
as; reported b company. *#September fig<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>