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Continuing a long standing
custom, THE CHRONICLE
features in today's ANNUAL
REVIEW AND OUTLOOK

ISSUE, starting on page 18,
the opinions of many of the
nation's leading industrialists
and financiers regarding the
outlook for business during
fhe present year. As in pre¬

vious years, the contributors
to this significant survey in¬
clude the heads of practically
levery major company in all
lines of business. (A number
pf statements were received
too late for inclusion in this
issue. These will be published
in our issue of Jan. 27.)

A companion feature of the
- REVIEW ISSUE

be tabular record of the
and low prices, by
s, of every stock and
ssue in which dealings

^ ^ on_the New York
Stock L5fchange during 1948,
also a table indicating the
course of Treasury bond is¬
sues during the past year.
This data is incorporated in
the 24-page SECOND SEC¬
TION of today's issue.
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Are Equities Preferable to Dollars? The Stillborn Depression
By JACQUES COE

; : Jacques Coe and Co.

Stock market economist maintains in near future mass fear of

monetary depreciation will compel flight into American common

stocks as "the last stop" in the world's hedging operations. Says
President's budget message insures continuance of our "spending
merry-go-round" domestically, and our billions for Europe will
continue indefinitely.* Hence predicts much higher market in the face
of possible lower earnings^ "with first 10 points the hardest."
I believe that some time in the early part of 1949, both invest¬

ment and speculative capital will awaken to the long-term implica¬
tions of our overall unhappy fiscal policy. Continuation of gigantic
expenditures for domestic purposes, for Marshall Plan and other

foreign aid tc mr~—;■ ■

Asia and

By MELCHIOR PALYI
■

.

. . ' * A

Contending there is deflationary pressure, which if continued, even *
1 at moderate rate, may soon bust the boom, Dr. Palyi maintains pres-

. ent unbalanced economic: machine can operate only by further
. expansion in all directions. Foresees, however, no explosion in
over-heated economic machine and says end of inflation-rope has
not been reached. Looks for further increase in volume and velocity ;
of already excessive money supply and shortage of basic things, j

together with a "prosperity impetus" provided by military outlays ?'
and public works. t

'■ I.
. -

• Nineteen hundred forty-eight registered new peaks of produc¬
tion and consumption—of paid-out national income ($220 billion!)—of
nominal profits and physical capital goods expansion (some $20 and
$57 billion, respectively)—of inventory accumulation, etc. It was the

— third in a row

Jacques Coe

South Amer¬
ica, weaken
our monetary
system and at¬
tack the sta¬

bility of . the
dollar, r ;

; This mone¬

tary inflation
could mani¬
fest itself in a

-manner quite
different from
the commod¬

ity price in¬
flation of last

••• ) year, when
depleted inventories were being
restocked:-For ttie most part of
1949 commodity price levels
should continue fairly stable, and
if anything, be on the downside.
However, this new phase of mass
psychology, in my opinion will
be in a security direction. People
will begin worrying as to the best
way to protect their capital dollar
and its dwindling purchasing
power. Should one hedge in se¬
curities— gold— diamonds— real
estate or what? Even a down
turn in business should not coun¬
terbalance the force of buying for

(Continued on page 59)
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The Year Ahead

p e a c e-time
record year of
prosperity.'* It
was also the
third year-of
w i despread
d e p r e ss ion

;......
,

, < . . worries. As a
A visitor from Mars might well imagine that nothing |; matter of fact,

would be easier than to look ahead and tell what is to take

place in industry and trade during the next 12 months —

barring only the outbreak of large scale war. Readily avail¬
able are not only th^ usual rather cautiously phrased ap
praisals of business leaders, but an almost infinite list of
forecasts by economists of all varieties and predilections.
There is, moreover,* as compared with earlier times, a vast
mass of statistical data, most of which bear on this subject.
And, along with it all we have professional diagnosticians
and prognosticians surrounding the President who have en¬

lightened the world with many thousands of words lately
on this subject, or on subjects very closely related to it.

Yet to us experience suggests considerable caution
in predicting what is ahead. Forecasting has, of course,
become a sort of indoor sport of recent years. There are
now always dozens of economists and others who are

ready at almost a moment's notice to "play the num¬
bers" in this way. Time was when they could not afford
to be so reckless. They were too often wrong, and bad

(Continued on page 65) "
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Dr. Melchior Palyi

the year be-x
gan -with the
jitters spread,
over large
sectors of trie
business com-

munity; it
ended with
similar jitters :
in the same and more quarters.
The remarkable thing about

1948 as a whole is not that the

progress of the boom slowed down

slightly. The remarkable thing is
that it did not bust altogether.
There were quite a few factors

&t play which should have brought
(Continued on page 55)
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Can Stability Be Maintained?
By SUMNER H. SLIGHTER* ^

Lamont University Professor, Harvard University

Asserting 1949 is likely to see a moderate drop in private investment, Harvard economist holds prob¬
lem of preventing business recession lies in offsetting this private investment decline by increase in
labor efficiency and manhour output. Looks for larger local, state and national government spending to

1 replace drop in business spending. Urges as means of maintaining consumer spending: (1) a check on
cuts in plant and equipment expenditure; (2) more efficient marketing; and (3) government fiscal
policy to hold a balance between inflationary and deflationary influences. Holds President's higher tax
program ill-timed, and calls for greater industrial productivity and more favorable environment for

investment confidence. *

The economy of the United States is facing a major problem of adjustment. This prob¬
lem arises because of the prospective drop in the rate of private investment in 1949 as com¬
pared with 1948. The basic question confronting the country is whether or not stability can

< v be maintained^

Prof. S. H. Slichter

employment.

in the face of
a drop in ex¬

penditures on
i n v e n tories,
housing, plant
and equip-
ment of per¬

haps $6 billion
or $7 billion a

year below
the level of
1948. In the

past a drop in
private i n-
vestment has

*

always " 'pro¬
duced:: a drop
in output and

II

Before I analyze the immediate
problem confronting the economy,
iet me call your attention to cer¬
tain aspects of the history of the
three-year postwar boom.This
boom has undergone certain im¬
portant changes. L ■ \
The year 1,947 stands'out as a

time of remarkably keen com¬

petition for goods , among; con¬
sumers, business enterprises, and
foreign, countries. It was the time
when consumers, in particular,
were striving hardest to obtain
goods. This is indicated by the
fact that expenditures on con¬

sumption increased;over 1946 by
more than incomes after taxes. As
a result, total personal savings
dropped from $11.8 billion in 1946
to $8.8 billion in 1947, and sav¬
ings as a percentage of disposable
income dropped from 7.4% to
5.1%. Consumers succeeded in
raising their share in the gross
national product by about 1%.
Business enterprises also were
striving eagerly to obtain goods,
as is indicated by the rise in pri¬
vate investment from $26.5 bil¬
lion in 1946 to $30.0 billion in
1947. Finally, other countries were
striving" hard to buy American
goods. Net foreign investment
rose from $4.7 billion in 1946 to
$8.9 billion in 1947. This keen
three-way competition for goods
was mitigated to a slight extent by
a drop in the purchase of goods
and services by governments.
These purchases dropped from
$30.8 in 1946 to $27.8 billion in
1947.

The year 1948 saw important
changes in the support of the
boom. One the one hand, there
was a noticeable drop in the

*An address by Dr. Slichter at
the Annual Economic Outlook
Conference of the Los Angeles
Chamber of Commerce, Los An¬
geles, Cal., Jan. 20, 1949,

urgency with which consumers
bid for goods. This was indicated
by the fact that consumer expend¬
itures rose less than personal in¬
comes and* personal savings in¬
creased from $8.8 billion to $13.6
billion, or from 5.1% of disposable
income to 7.1%. A substantial
drop also occurred in foreign
competition for goods, with net
foreign investment dropping from
$8.9 billion to $1.8 billion. Com¬
petition for goods from business,
however, in 1948 was consider¬
ably greater than in 1947,: as is
indicated by a rise of $8.8 billion,
or about 30% in gross private in¬
vestment and a rise in the pro¬

portion of the gross national
product taken by business from
12.9% in 1947 to 15.3% in 1948.
Furthermore, the * Federal ""Gov¬
ernment, which in 1947 had been
withdrawing from the market,
came back in the. market on a

substantial scale. As a result,
purchases of goods and services
by all governments . rose, from
$27.8 billion in 1947 to $35.3 bil¬
lion in 1948, or from 12.0% of the
gross national product in 1947 to
14.0% in 1948. In short, in 1948
the support of the boom was much
more a matter of business and
government spending and much
less a matter of consumer and
foreign spending than in 1947.

Why do I assert that the year
1949 is likely to see a moderate
drop in private investment? Is it
not true that the backlog of de¬
mand for housing is still large and
that the country has still far to go
before it adjusts the size of the
plant of industry to the present
size of the labor force and to the
size of consumer demand? The
answer to these questions is "yes."
Nevertheless, it still remains true
that a moderate drop in business
spending is to be expected for the
year 1949. What are the reasons
for this conclusion?

The first reason is that about
$3 billion of private investment
in 1948 was represented by the
increase inventories. A further
accumulation of inventories in in¬
dustry as a whole is not to be ex¬
pected, unless it occurs involun¬
tarily. The ratio of inventories to
sales is still considerably below
prewar. Nevertheless, business
concerns have learned to operate
with a smaller ratio of inventories
to sales, and they may be ex¬

pected to continue to do so. The
spirit of caution which has dom¬
inated most business decisions

during the last several years will

We Maintain American Markets For:

British Securities

SCOPHONY, LTD.

CANADIAN INDUSTRIALS
CANADIAN MINING

CANADIAN OILS

Goodbody & Co.
Members N. Y. Stock Exchange Wid Other Principal Exchanges
115 BROADWAY NEW YORK 6, N. Y.

Telephone BArclay 7-0100 Tektype NY 1-672

cause managements to continue to
keep ' inventories low in relation
,to sales. With no incentive to
accumulate inventories now being
given by rising prices, it is rea¬
sonable to assume that there wiil
be no rise in inventories during
1949. - . .

A second reason for expecting a

drop in business expenditures in
1949 is to be found in the slow
downward drift of prices and the
rise in efficiency of operations.
The year of 1948 stands out con¬

spicuously as one in which1 the
movement of prices was mainly
horizontal. There were small up
and down movements with prices
reaching an all-time peak in Aug¬
ust, but at the beginning of Janu¬
ary, 1949, the wholesale price
level was nearly 2% below a year

ago. December, 1948, was the first
time since the end of the war

when a year-to-year comparison oi
prices showed a drop instead of a
rise. Since August the drop in the
price level has been fairly large—
4.6% between Aug. 14 and Jan. 4.
In the case of farm commodities
the drop was 7.8%. -

Reports are virtually universal
that the efficiency of labor is im¬
proving. This is to be expected
for several reasons. One is that
the large expenditures on . new
plant and equipment during the
last several years are. beginning
to show results.. Another is that
plant labor forces, reconstituted
after the war, are gaining more
experience and . skill. Still an¬
other reason is that managements,
having finished the job of con¬
verting to peacetime production,
have found time to establish con¬

trol over costs. ,■ Finally, consid¬
erable progress has been made in
eliminating the raw material
shortages which have seriously
held back efficiency.
All of these conditions create

the prospect that enterprises and
individuals may gain by postpon¬
ing construction projects which
are not urgently needed. Hence>
it would seem reasonable to ex¬

pect a moderate postponement of
commitments, especially in th$
field of construction.

That such postponement is well
under way is indicated dramati¬
cally b,y the fact that new con¬
struction contracts, which in May,
June, and July of 1948 were 42.7%
above the same months of 1947,
had dropped by October, to 1.9%
below October, 1947, and by No¬
vember to 14.5% below the pre¬
vious year. It is indicated also
by the fact that planned expend¬
itures for plant and equipment for
the first quarter of 1949 show
only a 5.2% rise over the corre¬
sponding quarter of 1947. In the
first quarter of 1948 they were
32% above the first quarter of
1947.
I do not believe that the drop

in expenditures on housing; plant,
and equipment during 1949 -will
be large, and the downward
movement of these expenditures
may well stop before the end of
the year. There are large back¬
logs of, orders in many lines.
Consequently a drop in orders in
other lines will simply speed up
the rate at which the accumu¬
lated backlog can be reduced. It

(Continued on page 69)
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TheQuestion of a Free Gold Market
By WALTER E. SPAIIR

Professor of Economics, New York University
Executive Vice-President, Economists' National Committee on

Monetary Policy

, Pointing out iherc are different kinds of gold markets, Dr. Spahr
r contends high prices for gcid abroad do not demonstrate Treas-

\ury's fixed price is artificial or too low. Denies free market for gold
is necessary to determine "true" value of gold, and upholds impor¬
tance of fixity in nation's standard monetary unit. Denies contention
we should have a free gold market alongside Treasury's fixed gold
price, and sees solution only in return to a fully redeemable gold

currency at $35 per fine ounce.

Different Kinds of Free Gold Markets
The free gold market which Is an integral part of a thorough¬

going gold standard is one thing. A free gold market in a country
having an irredeemable paper money system is something else. In the
jays nrior to 1933, when we were-on it gold coin monetary standard,

% - » i. ■ a—),•-■

i/subha system will not be inflicted
upoh the United States. ' '

Walter E. Spahr.

the Treasury
stood ready to
buy and sell
gold freely at
the rate of.
$20.67 per
fine ounce of

gold (ignoring
small handl¬

ing charges).
Anyone could
buy or sell, or
export or im¬
port, gold at
the pricev at
which the

Treasury, un¬
der the law,
was required :

, :
to buy or sell gold freely.
Such a free gold market' at a
fixed price is, of course, a desir¬
able V thing; it is necessary if a

country is to maintain a gold-1-
coin standard and system. ,

If, however, a nation has an ir-c
redeemable paper money system;,
a free gold market means noth¬
ing more than that gold is bought
like any other non-monetary
commodity at fluctuating prices.
The value or the irredeemable

paper money, in terms of gold, is
measured in the fluctuating prices
of gold. The generally erratic
prices for gold in such a free gold
market transmit themselves to

prices of other goods and to serv¬
ices and foreign exchange rates,
all .of which become highly cha¬
otic. The lack of a fixed standard
of value makes extremely diffi¬
cult a measurement and compari¬
son of values. Producers find it
difficult to make commitments
and to produce. Traders find it
difficult to trade. A people, un^
der such conditions, tend increase
ingly to resort to speculation and
gambling in an effort to protect
themselves, while investments
production, and trade become
stagnant or-'die. Such trade as

may- exist tends increasingly to be
conducted pn the basis of barter
"We had such a free gold market

during the Greenback days of
1862-1878.

„ Some European coun¬

tries today have gold markets-

black, gray, or- partially free—in
which the depreciated values of
their irredeemable paper current

cies are measured in terms >-of

gold. Such monetary arrange-
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AND COMPANY
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• -Current Confusion Regarding
A Free Gold Markets

Today, one may observe a high
degree of confusion in current

agitation for "a: free gold market.':
It is obvious that, in any instances!

i the advocates of such a market
have no understanding of the vi*
tally important differences be¬
tween a free gold market which is
an integral part of a gold standard
under which the price of gold must
be fixed by Congress and must be
maintained by the Treasury, and
a free gold market under a sys¬
tem of irredeemable paper money

Some cf these people urge
free gold market under our sys¬
tem of irredeemable currency as a

part of their otherwise laudable
efforts to do what they can to
restore and preserve free markets
in this country. But they unfortu¬
nately .confuse the desirability
of free markets in hon-monetary
goods with the conditions that
must prevail in respect to gold if
a nation is to have a. fixed mone

tary standard. Vlrv'>-
It is also obvious that there are

agitators for a free gold market
under our system of irredeemable
paper money who," though they,
may understand the basic differ-i
ences in gold markets under gold
coift and irredeemable money sys¬

tems, nevertheless, are apparently
willing to subject the United
States to-a monetary and price
upheaval in-order-that producers
of, and speculators in, gold may
obtain a higher price for their
product in terms of a depreciated
paper money-. ■ r .

What a Free Gold Market Under

j Our Present Monetary System
.I!.■; .. Would Mean \-, 'a.\

V Our monetary system, which in¬
volves in our international rela¬
tions a

, restricted gold bullion
standard and in our domestic af¬

fairs an " irredeemable - paper

money (silver certificates except¬
ed), rests upon a fixed standard
gold unit—the uncoined gold dol¬
lar weighing 15 5/21 grains, 9/1C
fine, or 13/714-f grains," fine, the
latter yielding 35 gold dollars per
fine ounce. Through a system of
indirect conversion at the Treas-
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Restraining and Sustaining
i Forces in Business Activity

/AC.':,'.' By NICHOLAS e. Peterson*
Vice-President, The First National Bank of Boston '

Boston bank executive lists as restraining forces ia present business boom: (1) balancing of supply
and demand in most industries, with some overstocking; (2) reduced exports; (3) reduced consumer

spending; and (4) indicated reduction in new capital investments. Cites among sustaining factors:
(1) huge pent-up demand on heavy industries; (2) continued but narrowed housing demand; and (3)
larger government spending. Says American economy is under "oxygen tent," dependent upon govern¬
ment artificial respiration, and bad jar or false step by government may mean business will take tumble.
Forecasting is a hazardous undertaking at any time. It is particularly true at present

because we are in the twilight zone between inflation and deflation. Since the Federal
Government is now the largest and most important segment in our economy, govern¬
mental p o 1 i- ^

Nicholas E. Peterson

cies can tip
the scales in
either direc¬

tion.
In the case

of the other

postwar pe¬
riods — Na¬

poleonic, Civil
and World

War I—it was
a compara¬

tively simple.\
task to guess
what the pat¬
tern would be
since after the

urgent pent- >. ;
up demand had been met, nature
was allowed to take its course. But
this post-war period is unique.
Not only has the Government pro¬
vided substantial cushions against
recession but a "cold war" has

followed on the heels of World
'War II, and to have this country
I spend itself into bankruptcy so
that we would be a soft touch for

conquest is a recognized part of
the Communistic strategy for vic¬
tory. ' /../■;,

The solvency of the country,
therefore,, is the keystone of our
national security and the last prop
of Christian civilization. So in any

. consideration of future prospects
it would be folly to ignore the
fiscal condition of our nation. Our
Federal debt of over $250 billion

; is equivalent to $6,300 per family,
or more than five times as much
ias in 1929. Aggregate govern-

! ment expenditures of all kinds are
i approximately $55 billion, or an

average of $1,330 per family as

I compared with $413 per family
! two decades ago. Beyond that,

, we have incalculable but stagger-

i *An' address by Mr. Peterson
before the Second Annual Fore¬

casting Conference, sponsored by
the Research Council of Chamber

; of Commerce of Philadelphia,
Philadelphia, Pa., Jan. 13, 1949.

ing commitments involving the
support of farm commodity prices,
the armament program, and for¬
eign aid. In addition there are
now to be superimposed social
betterment plans, public works
projects, and the like—the ulti¬
mate cost of which staggers the
imagination. While all these plans
are worthy in themselves, when
commitments are made beyond
economic capacity, national se¬

curity is undermined and personal
security may become an illusion.
The basis of the greatest boom

on record was the $400 billion
spent by our government during
the war period, of which $224 bil¬
lion was deficit financing. The
money supply trebled while se¬
vere restrictions were imposed
upon the output of civilian goods,
particularly durable goods, there¬
by creating a huge vacuum of
demand. More than three years

have passed since the end of the
war and a large part of the short¬
ages have been taken care of. The
momentum has lost much of its

force, as is shown by the fact that
for the entire year of 1948, com¬
modity prices showed a. slight de¬
cline, whereas during 1947 there
was a gain of 17% and in 1946 a
gain of 31%. While the trend of
commodity prices is mixed, with
some groups advancing and others
declining, the over-all picture of
commodity prices indicates that
inflationary and deflationary
forces are in closer balance than

they have been for some time.
Let us consider the influences

that have a bearing on the situa¬
tion. In appraising the future out¬
look, consideration should be
given to the more important re¬

straining and stimulating forces
that in the aggregate have been

determining business trends.

Restraining Forces
The present boom is the longest

and biggest on record, and during
this interval many of the most
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pressing needs have not been met.
Barring droughts and war, the
chief concern for years to come
will be huge farm surpluses, such
as prevailed after the end of
World War I. In most industries,
supply has caught up with de¬
mand and some lines are over¬

stocked. This is reflected in the
slackness that has taken place in
textiles, shoes and leather, lum¬
ber, rubber tires, household ap¬
pliances, and most luxury lines.
In fact, in all major fields—soft
goods, semi-durable and even in
durable lines—as pipe-lines have
been filling up there is a notice¬
able lessening in the urgency ol
demand in the domestic as well as

in our foreign markets.
Despite our heavy outlay for

European relief and rehabilita¬
tion, our total exports in 1948
were about 15% below 1947 in
terms of value and 20% below in
quantity. Imports, on . the other
hand, for last year were 25%
above 1947. While the narrowing
of the gap in our foreign trade
is a healthy development, the
marked increase in imports will
intensify competition and lower
profits in some lines. Data pub¬
lished by the United States De¬
partment of Commerce. covering
the first half of .1948 show thai
Great Britain and other European
countries are supplanting us in
many markets outside of .those
where the Economic Cooperation
Administration program operates
Apparently, the struggle for world
markets is now on, with the con¬

sequence that our export trade
will not have the easy going that
characterized it during the earlier
part of the postwar period. ■ v

Consumer spending, while con¬

tinuing at a high level, has lost
much of the urgency that pre¬

vailed in the earlier part of the
postwar boom. Most of the
pressing war shortages have been
provided for, and with the return
of the buyers' market there' is
more of a disposition to shop
around and hunt for bargains. ; A
growing segment of the popula¬
tion—civil servants, office work¬
ers, and those dependent on fixed
incomes—have used up past sav¬
ings and are placing a heavy
mortgage on future income. Ac¬
cording to studies made by the
Bureau of Labor Statistics, about
28% of all families had no liquid
assets by the early part of 1948.
Consumer credit has been expand-

(Continued on page 61)

What's Ahead in the Stock Market?
By RAGNAR D. NAESS* '

Partner, Naess, Thomas and Thielbar,
Investment Counsellors, New York City

Ascribing major characteristics of present boom as: (1) enormous

scope and impact of war on our economy; (2) unparalleled spend¬
ing for defense and foreign aid; and (3) unusual sequence of !
events in timing of recovery among individual industries, Mr.
Naess looks for downward movement in business sometime in

1949. Says there will be no great depression, and stock market
has correctly appraised downward adjustment in earnings and

dividends. Predicts continuation of desultory stock market.
"What's Ahead for 1949?" is a good subject with plenty of scope

for selection of topic. A friend of mine suggested that I should!
bring into the discussion the 1949 prospects for the stock market. My
reaction was that I did not know if you have any interest in the

stock markets ——

Ragnart). Naets

and the an¬

swer was cate-

g o r i c ally
"yes." Natu¬
rally I wish to
please you, so
I will bring
the stock
market in at

the end of my
talk. My prin¬
cipal topic,
however, will
be the outlook
for business.
For pur¬

poses of orien¬
tation, I wish

to start with a few. over-all con¬
siderations. First, we must clearly
recognize that the United States
has been for some time in the
midst of one of the greatest booms
in its history. Every boom differs
but the present boom is based on
a very unusual number of ex¬
traordinary factors as a result of
economic and political develop¬
ments at home and abroad. As a

result, the major characteristics of
the present boom are:

(1) The enormous scope and
impact on our economy of the
Second World War. You are all
familiar with the result — the
powerful inflationary combina¬
tion of huge needs for goods with
huge accumulated savings, re¬
leased at a time of a rising flow
of income to an increasing pro¬

portion of our population, .

This combination has furnished
the backbone of the present boom.
We are apt to underrate its im¬
portance in our everyday activi¬
ties, 1 but the powerful effect of
their combination will obviously
come to an end sooner or later
and what can take its place? I
shall leave that for you to decide.

(2) The unparalleled spending
for defense and foreign aid result¬
ing from the present unhappy po¬
litical and economic trends the
world over. We are apt to over¬

look the temporary character of
these expenditures. I believe that
in 1949 our relations with Russia

will improve, perhaps enough to
throw a. question mark on the
wisdom of continuing these ex-

*An address by Mr. Naess at
meeting of Harvard Business
School of New York, New York
City, Jan. 17, 1949. V
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penditures at present or higher
rates.

(3) The unusual sequence of
events in the timing of recovery
and boom among individual in¬
dustries.

Most soft goods and service in¬
dustries could reconvert quickly
and enjoyed their most favorable
operating conditions in 1946. Most
capital goods industries, whether
consumers durable goods, con¬
struction or producers durable
equipment, faced serious recon¬

version difficulties and did not
recover fully to peace-time oper¬

ations until 1947 and 1948. This
resulted, generally speaking, in an

early boom in the fields of soft

goods and services followed by a
much more recent boom in capital
goods. It led to a curious condi¬
tion of soft goods and service in¬
dustries doing quite badly follow¬
ing their early boom just as the
capital goods industries came into
their most profitable period.
I can, of course, add other fac¬

tors or characteristics of the boom,
but I believe these three give an
over-all picture of its essential
character necessary to appraise
the outlook. To repeat, we must
bear in mind the extraordinary
concentration of demand for all

types of goods within a short pe¬
riod of a few years, the artificial

§nd, we hope, temporary stimulusf huge defense spending and for¬
eign aid abroad, and the wide dis¬
parity in operating results among
individual industries in the midst

of the boom.

Boom Has Started to Unwind

> With this background, where do
we stand at the beginning of 1949?
First, the boom has started to

unwind. This will become evident
in more and more industries dur¬

ing the year. The most .intense
demands have been satisfied and

a buyers' market with more than
ample supplies is returning, rap¬
idly in some fields and more slowly
in others. The advances in com¬

modity prices and the cost of liv¬
ing have priced many customers
out of the market and have caused;

industry to become increasingly
reluctant to continue to make

large capital investments. These
trends have been particularly
marked in consumers goods and
service industries but have also
been in evidence in consumers

durable goods, construction, and
producers durable equipment. The
size and the length of the boom
and its character suggest ' that
these manifestations of deflation
•' • *

(Continued on page 71) ?
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Auto Production

Business Failures

Total industrial production gave further evidence the past week
of increasing momentum following the holiday slow-down. As a re¬
sult, industrial activity reached a very high level which moderately
surpassed that of a year go.

For the week ended Dec. 25, continued claims for unemployment
insurance rose almost 3% and initial claims increased about 2%.
» i <• *1* ,

Under the subject of opinions on the 1949 outlook the January,
1949, "Monthly Letter on Economic Conditions and Government Fi¬
nance" of The National City Bank of New York states, "the prewar re¬
lationships between the money supply and the value of the country's
production are now approximately re-established and the infla¬
tionary pressure, insofar as it results from a superabundance of
money, therefore appears to be wearing itself out."

"On the other hand," the letter adds, "it would be hard to find
evidence that an active deflation or liquidation is setting in. In many
and very important lines backlogs of orders are still heavy. Buyers
are still crying for more steel and more of the non-ferrous metals. If
demand for the latter should ease, the government would fill the void
by purchases for its stockpile. By all signs the producers of at least
the lower-priced automobiles will be able to sell in 1949 all the cars

they can make; and they plan to make more than they did in 1948,
which signifies that they will want more materials and take up slack
which may develop from other buyers."
Y "Uncertainty is expressed about the outlook for business expend¬
itures on plant and equipment," the letter points out, "but a survey
made by the Department of Commerce and the Securities and Ex-

; change Commission, which in the past has proved a reliable indicator,
places the total for the first quarter of 1949 at $4,390,000,000. This is a
drop from the $5,010,900,000 in the fourth quarter of 1948, as would
be expected because of the influence of the winter on construction.
But it is an increase of $220,000,000, or 5% over the first quarter of
1948, and gets the year off to a good start. State and local govern¬
ments are virtually certain to do more building than last year."

For the month of November an increase of almost $800,000,000
took place in total business inventories, the Commerce Department
reports. At the close of November such inventories were valued at
$55,245,000,000 as compared with $48,581,000,000 for the like month
of 1947. Close to three-fifths of the increase, according to this De¬
partment, was seasonally normal for this period of the year.

Manufacturers' and retailers' inventories each rose over $300,000,-
000, while wholesalers' stocks advanced about $150,000,000.

The Department said that after adjustment for seasonal varia¬
tions retail inventories in November increased about $75,000,000, with
the boost occurring almost entirely among non-durable goods stores
General merchandise stocks rose about $130,000,000, while food re¬
tailers' inventories were off about an equal amount.

Most other inon-durable goods lines showed small gains. Among
durable goods stores, increases in stocks held by automotive and home
furnishings and appliance dealers were offset by a decline in building
materials and hardware stores stocks.

.

■kmA rise of $1,000,000,000 was also reported for personal income in
November from that of October, according to the Commerce Depart¬
ment. For November personal income stood at an annual rate of $216,-
700,000,000 and compared with $201,400,000,000 in November, 1947.
i - About half of November's increase occurred in agricultural in¬
come, with increases in dividends and interest and in government
payrolls accounting for the remainder of the rise. ^

; Following a substantial increase at midyear, private wage and
salary disbursements, the department added, have remained practi¬
cally stable since August.

Steel Output Scheduled to Set New
High Peak for Current Week

'

The talked about easing of steel
demand is still sometime in the

future, but there is increasing evi¬
dence that more output and a

slower pace in demand will make
things much better by midyear,
according to "The Iron Age," na¬
tional metalworking weekly, in
its current summary of the steel
trade. :,v '-:;Y-

* This week demand is still strong
for all carbon steel items, but not
so strong for some alloy steel
products. That market seems to

be reaching balance quicker than
carbon steel items.
A close check by "Iron Age"

editors and correspondents in
principal cities of all areas showed
that steel buyers and sellers were
unaffected by President Truman's
messages and that no one was

changing his business sights as an

aftermath of the speeches. This
agrees with earlier reports • that
projects under way would be
completed, and that others1 in
the planning stage would be con¬
tinued.

In checking specific steel mar-
f

(Continued on page 81)

ACTIVE RETAIL CLIENTELE
.. y* ' . . . * . .• ' : ' • '• •• v • •

.

■- ' 1
'*¥/-•*• 1 -- f ■' ■ ' # " \'V"
We are interested in receiving offerings and
reports of under valued INCOME PAYING

Securities suitable for retail distribution.

Security Adjustment Corporation
ESTABLISHED 1935

Members New York Security Dealers Association

16 Court St., Brooklyn 2, N. Y. ; ' Tel.—TRiangle 5-5054

A. Wilfred May

By A. WILFRED MAY

| On Formulating the Government's Economic Policies
In addition to the question of actual merit in the President's

■'Fair Deal" proposals in the business-economic field, very important
as well is the manner of their formulation. -,V'

The key there is the functioning of the President and Council
. of Economic Advisers—often called "the Presi¬

dent's" Council of Economic Advisers—particu¬
larly in the interaction of the political and
economic influences.

The Council was created in the Executive
office of the President by the Employment Act
of 1946, which prescribes its chief duties as:

assisting the President in the preparation of his
Economic Report to the Congress; gathering eco¬
nomic data, and analyzing and submitting them,
as well as special studies and reports, to the
President; appraising government programs anc

activities; and developing and recommending tc
the President "national economic policies to
foster and promote free competitive enterprise:
to avoid economic fluctuations or to diminish the
effects thereof; and to maintain employment,
production and purchasing power.

'

, But beyond the. detailed provisions of the
creating act, the concept of sharp separation between the political and
the objective economic bases in the making of final policy decisions
and proposals has been clearly defined by the Council's Chairmar
Nourse and Vice-Chairman Keyserling during the past week at two
forums, in which this writer also participated.. As they see the work¬
ings, the Council provides a distinct wedge between the economic and
the political influences; it furnishes to the President the economic
data and thinking from an expert, objective source; and then he
as Chief Executive makes the decision on the basis of what is
good for the country as a whole—this arrangement fitting into the
framework of our traditional political system.

A fine ideal! But—in actual practice it seems impossible to
preserve the dichotomy between the political and the objective eco¬
nomic factors, particularly in the minds of the electorate.

One example of the President's conscious or unconscious deriva¬
tion of implied scientific endorsement for a politically-strategic move
was his advocacy to Congress last year of an across-the-board tax
remission of $40 (sometimes decried as a "voter's bonus"), after it
had been separately endorsed in principle by the Council despite its
direct inconsistency with its proclaimed basic aim to stop inflation
Such uncertainty of authorship was accentuated by the commingled
format of the President's and the Council's own reports.

Another example of confusion about the sponsorship for major
economic proposals has occurred over the suggestion that the govern¬
ment subsidize the building of steel plants. First, in his State of the
Union Message, Mr. Truman defnitely recommended the enactment oi
legislation to authorize government loans in steel and other indus¬
tries, if deemed necessary by a study, for the expansion of production
facilities to relieve shortages, "and the constructibn of such facilities
directly if action by private industry fails to meet our needs." This
was followed by his statement that the succeeding "Economic Report,"
which* presumably is compiled under the aegis of the Council's ex¬

perts, would "discuss the economic background for these recommen¬
dations." But the Economic Report contained such suggestion only ir
much-watered down form and in general terminology.:. The Council's
own Report, released on Dec. 24, took no position whatever on the
matter.

So, more important than the occurrence pf legitimate disagree¬
ment ambngthd advisers on the merits, is fhe ^resultih^tohft^ipn in
the public's mind concerning the existence of "expert economic"
endorsement for the proposal.

Another instance of the cloudy line between the economic and
political functioning of the President's expert advisory body is em¬
bodied in the - Council's attitude toward farm price supports, as
expressed in its recently-issued Annual Report. After declaring its
support of the general policy of supporting farm prices (itself surely
a questionable position), the economists immediately in the same

paragraph follow with this obeisance to political reality:
"But even if the Council did not approve that policy, we

should not he realistic if our assumptions were based on the
assumption that it would be abandoned. A long legislative his¬
tory has attested the strength of the popular affirmation of the
farm policy."
So the public may well be confused as to whether the Council

conceives of itself as "realistic" politicians and "legislative" authori¬
ties—or truly as economic experts objectively giving information to
the President.

If as at least one member of the Council advocates, they eventu¬
ally get into the routine of testifying on pending legislation before
the Congress, this confusion will, of course, be all the more com¬
pounded.
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Hill Richards Adds to Staff
LOS ANGELES, CALIF.—Allen

Shaw, Craig Taylor, Thomas F.
Phair, and Vera E. Alexander, all
formerly with Maxwell, Marshall
& Co., and Allen Mansfield have
joined the staff of Hill Richards
& Co., 621 South Spring Street,
members of the Los Angeles Stock
Exchange.

Rosewater With Prescott
(Special to The Financial Chronicle)

CLEVELAND, OHIO—Harold J.
Rosewater has become associated
with Prescott & Co., Guardian
Building, members of the New
York and Cleveland Stock Ex¬

changes. Mr. Rosewater for many
years was associated with Mer¬
rill Lynch, Pierce,- Fenner &
Beane. " 'J;
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The Automobile Industry and the Future
By C. E. WILSON* ■

President, General Rotors

Leading auto executive predicts good year for industry in, 1949, with automobile production breaking
T records.' Says long-term outlook depends on public's confidence in economic conditions and mainte¬
nance of our free competitive system. Scores worke.s' attitude toward shorter hours and restricted out-
put, and warns curtailing of right to freely compete in industry will lower living standards and mean

eventual loss of freedom.

While some people think the automobile market is getting caught up very rapidly,
actually that is not quite so in General Motors. It has been so long since we have had a
normal selling market that a great many people have forgotten that ordinarily we only sell

aoout a thirds- — ~ ~ ~~
shines this spring, the people who

c. e. Wilson

as many cars
in Jan u a r y

and F e b r u-

ary as we sell
in April, May
and June.

There was

some very

slight e>v i-
dence of it
last year in
used-car

prices, and
what) is hap¬
pening right
now is a very

normal thing
and is no in-
sellers' marketdilation that the

is completely over. None of our
divisions in their dealerships has
the normal amount of selling

^tock for this time of year. So I
am quite sure, when the old sun

"•'An address by Mr. Wilson at
'Transportation Unlimited" Lun¬
cheon, sponsored by General
Motors Corporation, New York
City, Jan. 17, 1949. A :

are naturally a little conservative
in the winter when their expenses
are usually a little higher will
want to buv cars again.
I feel quite confident when I

tell you gentlemen that the basic
demand for automobiles still con¬
tinues at a very high level. We
will have another year at least—
another difficult year—of trying
to satisfy the demands of oulr
customers for our products.
The industry has just finished

what is really a very good year:
5,535,000 trucks and cars in the
United States and Canada—per¬
haps 250.000 or so of them in
Canada. This was a 9% increase
over 1947; it was 8% over 1941
and only 2% less than the all-
time high of 1929.

Now, I am expecting the indus¬
try in 1949 to pass all previous
production records. I think the
production of cars and trucks for
1949 should exceed 6 million. The
basic market, as Mr. Sloan has
said, I am sure is considerably
greater than it was prewar. This

• » ••••••••••••••

We are pleased to announce
the association with us of

MR. FRANK H. KOLLER
Manager, Industrial Trading Dept.

MR. A. KINGSTON GHEGAN
Manager, Bank & Insurance Dept.
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is due both to the increase in pop¬
ulation of our country and to the
i.act that a great many more peo¬

ple are gainfully employed. As a
matter of fact, after the pent-up
demand created by the lack of
production during the war is
made up, perhaps the number of
people employed in our country,
will be the best measure of the
demand for cars. The number
employed is roughly 25% more
than in some of the best prewar

years, so I think if a stabilized
average market for cars and
trucks arrives, we can expec£ it
to be about 25% better.on the
average than in the prewar years.

1949 Auto Production

For the year 1949, as I say, I
expect production will exceed 6
million. I expect the steel to
make those cars will be available.
The steel industry, along with our
other typical American ihdustries,
is continually finding ways of
producing more. I am quite sure;
unless there is some unexpected
interference with production, the
steel industry will also break all
records for production in 1949.
During the war, of course, our

country rusted out quite a tit,
and when the war was over there
was a great demand for steel of
all kinds for all purposes—steel
being absolutely necessary to our
modern > industrial, civilization.
Some of the demands for steel
perhaps are getting caught up.

The normal flows of inventory
are being reestablished and or¬
ganized on a better basis, so I am
looking forward to a very big pro¬
duction year in the industry. Of
course, I expect General Motors
to produee its full share of the
increase.

I know a number of you are

greatly interested in the steel
business and I thought you would
be interested in the amount of
steel General Motors received last

year. It was 3,160,000 tons. That
is a lot of pig steel, as those of us
who. have finally obtained it know
so well. That is 3% only above the
amount General Motors used in
its previous peak year, the model
year of 1940-41. The steel in¬
dustry produced a great deal
more steel last year than it did in
that sam,e period, so General Mo-

(Continued on page 77)

From Washington y

Aheadof the News
By CARLISLE BARGERON

Carlisle Bargeron

I ' Back in 1946 the Conservatives in Congress were confronted
with a Leftist proposal that the government should guarantee a
definite employment level. Under this elaborate program, the gov¬
ernment at the beginning of every year was to calculate the national

income, j u s\f~
how much in-

;{■ dustry would
make and

spend that
year, how
much employ¬
ment it would

give. Then the
government

^ was to figure-
the amount of

■:f national in¬
come and em-

'

, ployment
'-• needed for the
year. A. n y
-shortage in

■

, the amount

needed, it was supposed to supply.
For months such of our leading

thinkers as Phil Murray and Wal¬
ter Reuther and their ilk had beer
building towards such a program
as this through a special Senate
committee headed by that greal
statesman, Senator Murray of
Montana. The committee purport¬
edly was making a study of how
to keep the economy going after
the war. It was a great sounding
board for the Leftists.

Thus when the program came
before Congress considerable agi¬
tation had already been built up
behind it. Quite a problem was

presented to the Conservatives be¬
cause nearly everybody dreaded
an after-war let-down.

These gentlemen met the agita¬
tion in what they thought was a

very effective political manner.
There was a general feeling that
the Leftists werb on the way out,
the Great Roosevelt having passe,
from our midst, and the thing for
the Conservatives to do was t<
hold the fort the best they coulc
until the Republicans could come
in the following year.

So they did what they thought
was a very harmless thing. They
gingerly threw out the part about
the government stepping in auto¬
matically to take up any slack ir
the anticipated national income
But not having the hardihood to
throw the whole program over¬
board, understandably, they cre¬
ated a set of Presidential economic
advisers. It so happens that the
President has never been short of
economic advisers, of course. I
can't imagine an agency in the
government that doesn't have a
slew of them and their economic
advice over the course of a year,

if translated into hydroelectric

We are pleased to announce that

SEYMOUR FABRICANI

and

MILTON T. GOLDMAN

Have been appointed Assistant Vice-Presidents

Wm. E. Pollock & Co.; Inc.
20 PINE STREET, NEW YORK 5, N. Y.

Telephone: HAnover 2-8244 Teletype: NY 1-2846

power, say, would be enough, to
run our entire industry.v-
But politics being what it is,*

the Conservatives couldn't be put
in the light of not having done
anything about the dire warnings
and prophecies conjured up by the
Murray committee. They had to
establish a record of having done
something. So they came up with
these advisers. v>;;vxf';/'' ■

It seemed harmless enough at
the time. With all the economics
advisers that there are in Wash¬

ington advising away all the time,
what difference could three more

make? The Conservatives were

right happy they got out of the
agitation so easily.
But this set of economists have

come to sit at the right hand of
the throne and to speak with the
force of government. They speak
almost in the form of an edict, .};

Not only once a year but perid
odically during the year they
come forward with pronounce¬

ments on what must be done about
living costs, taxes, how much must
be siphoned from the people's
savings to prevent inflation: like
the Supreme Court they give out
obiter dicta on the humanities, on
the behaviorism of a hapless na¬
tion^

, These pronouncements of theirs
are front page news. It is not just
that another group of economists
are talking, out of the millions
apparently loose in the country.
These are THE economists. Hardy
must be a Congress, indeed, to
say them nay.
v Unlike the original plan which
provided in effect that their rec¬
ommendations would automati¬
cally become law, they speak with
such great authority that the pres¬
sure upon Congress to do their
bidding becomes tremendous.
The country, it seems, is divided

into three groups: the Leftists, the
Conservatives and the Moderates.
So if the thinking is to be, done
for .145 million people by three
men, so much of a national des¬
tiny is to be turned over to them,
if, in short, our livelihood and
pursuit of happiness is to be boiled
down to such an intellectual cap¬
sule, ,it should be representative
of the three broad streams of
thinking in our midst.
Aside from these three, broad

streams there rfre, of course, many
lateral streams similar to our

highways and our lateral roads.
But, understandably, in the

composition of a great center,
there could not be representatives
of the lateral streams. Presum¬
ably, the assumption is that they
pour into the broad streams and
thereby influence them.
Anyway, in the matter of the

three broad streams of thought,
Mr. Truman appointed a Conserv¬
ative, Mr. Nourse; a Leftist, Mr.
Leon Keyserling, and a Moderate
whose name I can't recall at the
time. [The other member of the
President's Economic Advisers is
John D. Clark.—Editor.! That's
the trouble with being a Moderate.
Only the extremists register.
So far Mr. Nourse, undoubtedly

with the aid of the Moderate, has
kept Mr. Keyserling from getting
into the formal reports of the
Council such of his extreme ideas
as nationalization of the key in¬
dustries.

But this can't be for long. Some

day, Mr. Keyserling with the per¬
sistence and cleverness of his kind,
will slip through some of his bril¬
liant ideas. And they will go forth
over the wires as something offi¬
cial, something that must be done.
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Paul I. Moreland

Beyond 1949
By PAUL I. MORELAND

President, Moreland & Co., Detroit
-

Calling attention to the drift to¬
ward socialism, Detroit securities
dealer says solution toward re¬

versal of this trend lies in teach¬

ing people to work and to save,
and thus gain privilege of invest¬
ing in American free productive
enterprise. Sees too much em¬

phasis on non-productive saving.
Forecasting is indeed a haz¬

ardous business even in periods
that have normal influences.
Those who grow old in the busi¬

ness are tnas

the many ex¬
cellent dou¬

ble-talkers or

the very, very
few who are

successful. It

is, in my

opinion, fody
to attempt an
economic
forecast in the
current period
which is mi¬

nutely inter¬
jected with
political i n-
lluences both

' domestic ana

international. This brief effort
will therefore be analytical.
■' Some two decades ago, in the
postwar I era, Winston Churchill
warned "the English people as fol¬
lows: "We must beware of try¬
ing to build a society in which
nobody counts for anything ex¬

cept a politician or an official, a
society where enterprise gains no
reward and thrift no privileges.''
It is now -evident tnat Chui cnill
had correctly analyzed the real
trend toward Socialism during
that postwar period with its so¬
cial legislation and unemploy¬
ment payments called the dole.
That trend was actually acceler¬
ated by Yvar II and, as is now ap¬

parent to everyone, Socialism is a
fact in England today.
The preliminary trend toward

Socialism in the United States

started a decade later than the
real trend in England but as is
characteristic of the United States,
we have moved much faster. Our

preliminary period was the en¬
actment and popularizing of so¬
cial laws under Roosevelt's "New
Deal." The War II period put
the nation on what was termed a

"temporary" basis of virtual so¬
cialist dictatorship. -With the end
of the war the regulated or social¬
ist economy was changed by the
80th Congress with removal or

relaxing of price ceilings, ration¬
ing, rent controis, parity pay¬
ments, profit limitations through
renegotiation and excess proiits
taxes and many others.

Now, the evidence of the recent
campaign and the fact of the re¬

sults of the election is proof that
the majority of the people in the
United States who actually vote
have nursed at the teat of Social¬
ism and found it to be to their
liking. The last great bulwark of
individualism and free enterprise,
the farmer, has been seduced by
the two S's, Socialism and Secur¬
ity. Then, what of the future?

First, a few simple facts must
be understood. The truth is that

probably a majority of those per¬
sons now expounding the "fair
deal" do not even know that its

ingredients make up a Socialist
state.' Example, the President's
statement that free enterprise
must provide the essential serv¬

ices and products or the govern¬

ment will. Thus Socialism says,

as always, that it is willing to al¬
low capitalism to exist as long as'

it serves the objectives of So-

(Continued on page 14)
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Using Our Resources ;
—The Job Ahead
By HON. CHARLES SAWYER*

Secretary of Commerce

Defending American free enterprise economy against inroads of
communism, Secretary Sawyer advocates taking stock of our nation¬
al wealth and institutions and seeking to develop foreign supplies
of critical materials for our use. Upholds profit system, but asserts
businessmen should not assume there is no limit to their profits.
Favors aiding small business as an economic bulwark, and urges -
all businessmen make use of government technical information.
Wants talents and energies of retired big business executives utilized.
As we enter the year 1949 and look back on the year 1948, the

temptation is to prophesy and reminisce. It is a mistake to yield too
strongly to either temptation. I should like, however, to reminisce
briefly along general lines, and not prophesy—but discuss—the future
from the par- ❖ :

unite; you have nothing to lose
out your chains!"
This battle cry announced the

birth of Communism. While the
prophecies of the Manifesto have
not been fulfilled, sensible men
will agree that the fervent Marx¬
ian appeal has made an impact
upon the thinking >f the world—
and today is affecting many large
areas. Marx and Engels promised
many benefits to the working peo¬
ple of the world—such benefits as
free public education, the disap¬
pearance of child labor, and im¬
provement of the soil. To attain
these they claimed that it would
be necessary by violence to abol¬
ish private property and liquidate
the bourgeoisie—private business¬
men in our language—and turn
over their businesses to the state.
Government would then be a

dictatorship of the proletariat.This
dictatorship would be only tempo¬

ticular stand¬

point of busi¬
ness.

Nineteen

forty - eight
marked the
one hundredth

anniversary of
the Commun¬

ist Manifesto.
Twomen,Karl
Marx and
Frederick En-

gels, under¬
took in the
ancient city of
Br u s s e 1 s to

1 a u n c h a '

wofld revolution. Their battle cry
was — "Workers of the world,

Charles Sawyer

*An address by Secretary Sny¬
der at the 81st Meeting of the

Richmond Chamber of Commerce,

Richmond, Va., Jan. 13, 1949.

'

v i(-->'
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rary; shortly it would vanish and
all men would live in a friendly
atmosphere of sweetness and light.
These prophecies have not been

fulfilled in the area where the
one great Communist experiment
is being made. The dictatorship of
the proletariat has grown more
drastic and vicious as time has

gone on. /. , '
One interesting thing about

Communism is its apparent in¬
ability to sustain itself on the
popular will. In recent years
throughout Europe every free
election has indicated an over¬

whelming aversion for Commun¬
ism. Its success depends in all
cases upon the ruthlessness of e

well-disciplined minority. This is
not a new discovery In the mid¬
dle of the last century a French¬
man—Proudhon—noted that pub¬
lic elections were the death o:'
Communism. This idea is ex¬

pressed in his famous aphorism:
"Universal suffrage is counter
revolution."
We cannot, however, bask con¬

tentedly in the assurance that be¬
cause the people don't want it
Communism will not come upon

us. At the end of 100 years we

must admit the persistence of the
Communist concept and the need
to appraise its strength and meet
its challenge. It was based orig¬
inally upon an abhorrence of the
cruelty , and indifference of the
industrial system then in effect.
That cruelty and indifference has
largely disappeared. Its present-
day appeal is directed to those
who believe that the good things
of life are not properly distrib¬
uted. Those of us who do not be¬
lieve in Communism and who fee)
that it will accomplish the oppo¬

site of what is claimed £or it:
must endeavor to make life pleas-
anter and more tolerable, and to
do that, not for a few—but for all.
In this country we have come

far along that road. In the year
1948 we have reached standards
of living and production whjch
would have been regarded as fan¬
tastic even ten years ago. These
results have come from the work,
courage, initiative, and, I may
add, the planning of a free demo¬
cratic people. There are not many,
but there are still a few, who be¬
lieve that if government were to

(Continued on page 85)

Dealer-Broker Investment

Recommendations and Literature
It is understood that the firms mentioned will be pleased

to send interested parties the following literature:

Annual Review and Forecast for
1949 of Business and the Security
Markets—H. Hentz & Co., 60
Beaver Street, New York 4, N. Y.

Commonwealth of Massachu¬
setts—41st edition of booklet giv¬
ing up-to-date financial statistics
on the commonwealth, its coun¬

ties, cities, towns and districts—
Tyler & Company, Inc., 11 High
Street, Boston 10, Mass.

Foreign Bonds— Situation in
1948 and prospects for 1949—
Goodbody & Col, 115 Broadway,
New York 6, N. Y.
Also available are brief memo¬

randa on Canada Dry, Farnsworth,
Johnson & Johnson, and Pfizer.

Industrial Sites in the South¬
east—Information— Development
Service Department (R. P. Jobb),
Atlantic Coast Line Railroad Co.,

Wilmington, N. C.

Insurance Stocks—Estimates of
1948 earnings and year-end asset
values—Geyer & Co., Inc., 67 Wall
Street, New York 5, N. Y.

Long Island's Research Labora¬
tories—Booklet telling" what a
number of business and govern¬

mental agencies are doing—Busi¬
ness Development Department,
Long Island Lighting Company,
Mineola, N. Y.

Missouri Utilities— Analysis—
Ira Haupt & Co., Ill Broadway,
New York 6, N. Y.
\ Also available is a circular on
Lehman Corp.

Natural Gas Industry — Memo¬
randum—Sutro Bros. & Co., 120
Broadway, New York 5, N. Y.

New York City Bank Stocks—
Annual analysis and comparison—
Laird, Bissell & Meeds, 120 Broad¬
way, New York 5, N. Y.

Over-the-Counter Stocks—Data
on 22 issues selling below or

around per share net current asset
values—J. Arthur Warner & Co.,
Inc., 120 Broadway, New York 5,
N. Y.

Preferred Stock Offerings—

Compilation of 1948 offerings—
Union Securities Corp., 65 Broad¬
way, New York 6, N. Y.

Stock Market Approach for 1949
—Position of selected industries
and companies in the light of
changing business conditions—
G. H. Walker & Co., 1 Wall Street,
New York 5, N. Y.

Television Industry — Analysis
and outlook—E. F. Hutton & Co.,
61 Broadway, New York 6, N. Y.

Western Canada Oil Industry—
Data—Charles King & Co., 61
Broadway, New York 6, N. Y.

* * *

Du Mont Laboratories, Inc.—
Short resume—Ernst & Co., 120
Broadway, New York 5, N. Y.

Durez Plastics & Chemicals, Inc.
—Analysis—William A. Fuller &
Co., 209 South La Salle Street,
Chicago 4, 111.

Harris - Seybold Company—
Memorandum in current issue of
"Railroad and Other Quotations"
—B. W. Pizzini & Co., 25 Broad
Street, New York 4, N. Y.
In the same issue is brief com*,

ment on Ilowell Electric Motors
Co.

International Nickel Company
of Canada, Ltd.—Analysis in "In¬
vestment Securities Review"—•
James Richardson & Sons, ; 367
Main Street, Winnipeg, Man.,
Canada.

(Continued on page 95) ^
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Bank and Insurance Stocks
By H. E. JOHNSON

This Week—Bank Stocks
As most of the major banks have now issued their annual reports

for the year 1948, a review of some of the per share figures on vari¬
ous institutions at this time is appropriate. •

The following table presents figures for the past two years on
operating earnings, security profits and total earnings of 14 of the
largest banks in New York City. . Y. f . /

- Operating Profits From Total
—Earnings— —Securities— —Earnings-
1948 1947

$2.65 $2.06Bank of Manhattan™..
Bankers Trust 3.08
Central Hanover 6.86
Chase National 2.98
Chemical Bank & Trust 2.89
Commercial National __ 3.41
Corn Exchange 4.93
First National 77.09
Guaranty Trust 17.98
Irving Trust 1.36
Manufacturers Trust--- 5.19

fNational City 3.37
New York Trust 6.50
Public National 4.68
U. S. Trust 1 45.16

1948

$0.12
-0.06

0.58

2.51 —0.20
0.12

0.20

3.00

6.68

2.61

3.66

5.03

85.36

17.42

1.26

4.72

3.25

6.54

Profits From

—Securities—

1947

$0.18
0.07

0.58

0.17

0.31

0.26
'jSs

2.30

2.62

0.01

0.47

0.38

0.63

1.04

-3.33

6.90
1.29

Nil

0.50

0.10
-1.24

0.08

1948

$2.77
3.02

7.44

2.78

3.01

3.61
$

83.99

19.27

1.36

5.69

3.47

5.26

4.76

37.65

1947

$2.24
3.07

7.26

2.68
2.92

3.92
*

87.66

20.04

1.27

5.19

3.-33

7.17

5.29

33.23
4.25

36.56 —7.51

-Security profits not reported separately but carried directly to reserves,
tlncludes earnings of City Bank Farmers Trust Company.

■ While some of the above figures have been adjusted arbitrarily
to conform to the classifications, it should be realized that all figures
are not exactly comparable because of differences in accounting
practices among the various banks.

Although the results speak for themselves, it is interesting to
note that practically all of the banks listed were successful in report¬
ing higher operating earnings for 1948 than for 1947. Only four
reported operating earnings lower than a year ago and the changes
were relatively minor. In regard to security profits, they were gen¬
erally lower. Because of conditions within the securities markets
chances for profits were limited and in a number of cases losses on
such transactions were reported. Total earnings showed a mixed pat¬
tern with some showing small increases and others minor decreases.

However, because of the importance of operating earnings in the
overall picture and considering the difficulties under which the banks
had to operate during the year, the results reported for 1948 are
considered generally satisfactory. ,

Presented in the following table is the book value per share for
the two years 1948 and 1947. No consideration has been given to the
equity of shareholders in various reserves which in the case of some
banks is considerable. The figures have been computed on the basis
of the capital accounts shown as of the end of the year. Also pre¬
sented to complete the per share comparisons for the two years are
the dividends paid and the price ranges of the shares as welPas the
current price.

Bank of Manhattan-
Bankers Trust —

Central Hanover.—
Chase National-

Chemical Bank & Tr.
Commercial National
Com Exchange

Book Value

1948
$33.31
54.96

124.33

44.29

44.29

60.22

60.05

Dividends

1947 1948 1947
$32.24 $1.20 $1.20
50.25 1.80 1.80

4.00 4.00

1.60 1.60

1.80 1.80

2.00 2.00
2.80 2.80

-Price Range

121.45

43.52

43.26

58.82

58.12

1943

$25%- $22 Va1
42 -

93 -

37 -

43%-
44%-.
56%-

Current
Price

*1947* Jan.17
$28%- $21V* $25%

First National — 1.415.87 1,367.46 80.00 80.00 1,335
Guaranty Trust — 366.89
Irving' Trust V--— 23.29
Manufacturers Trust 62.82
National City 51.74
New York Trust 109.83
Public National 56.94

360.67 12.00 12.00 286
22.90 0.80 0.80 16%-
60.03 2.40 2.40 53%-
48.18 1.60 1.60 41%-
107.33 4.00 4.00 90 -

54.25 2.00 2.00 41 -

731.82 35.00 35.00 600 -

36%
81 Vi
32%
38%
37

50

-1,150
- 247

14%
45%

43%-
105 -

39 -

45%-
43%-
60 -

35

84

31%
37

33

51%

1,660 -1,205

35%
79l2
36%

510

299 -

18%-
58%-
44%-
101%-
44V4-
735 -

243

14%
46 V*
35%

81

36%
585

38%

85

33%
40

381/4
52%

1,200
265

15%
53

38%

82
38

565
U. S. Trust 741.98

. With earnings remaining fairly stable and dividends unchanged

and conservative, book values continued to increase. Some additions
to capital accounts were also made through the transfer of reseryes
to undivided profits notably in the case of Bankers Trust. Others
added to valuation reserves by charges to earnings or undivided
profits. • ; •> 7

The price range for the two years shows little change and no
significant trend. This is possibly the reflection of the earnings and
dividend policies of the various banks during the period.

With Paine Webber Firm
(Special to The Financial Chronicle)

PASADENA, CALIF.—Lee T.
Pence has been added to "the
staff of Paine, Webber, Jackson
& Curtis, 112 South Los Robles
Avenue.

Joins Davis, Skaggs Staff
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Richard M. Davis is now con¬

nected with Davis, Skaggs Co., Ill
Sutter Street, members of the San
Francisco Stock Exchange.

With Paine,-Webber Firm
(Special to The Financial Chronicle)

BOSTON, MASS.—George Brett
is with Paine, Webber, Jackson &
Curtis, 24 .Federal Street, mem¬
bers of the New York and Boston
Stock Exchanges and other lead¬
ing exchanges.

With Walston Hoffman Co.
(Special to The Financial Chronicle)

FRESNO, CALIF. — Edwin C.
Stengel has become affiliated with
Walston, Hoffman & Goodwin,
Bank of America Building.

Davies & Mejia Adds
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Leonard Smith has become affili¬
ated with Davies & Mejia, Russ
Building, members of the New
York and San Francisco Stock

Exchanges. ...

With E. D. Baring-Gould
(Special to The Financial Chronicle)

SANTA BARBARA, CALIF.—
Edward Bruce-Kingsmill has be¬
come associated with E. D. Bar¬
ing-Gould, 19 East Canon Perdido
Street.

With Johnson, Lane, Space
(Special to The Financial Chronicle)

; SAVANNAH, ;GA. — Oscar B.
Wood, Jr. has become associated
with Johnson, Lane, Space & Co.,
Inc., Bay & Drayton Streets.

fCv'i'

This announcement is not an offer or a solicitation 0/ an offer to buy these securities.. ; .

V This offering is made only by the Prospectus. \ ■ >,, .v,

$10,000,000

Central Illinois Public Service Company
First Mortgage Bonds, Series C, 3%%

Dated January 1, 1949 Due January I, 1979

Price 102.375% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulated from only such
of the undersigned and other dealers as may lawfully offet these securities in such Slate. % :•/ \

HALSEY, STUART &. CO. Inc.

HALLGARTEN &, CO. HORNBLOWER &. WEEKS

R. W. PRESSPRICH & CO. TUCKER, ANTHONY & CO.

WM. E. POLLOCK & CO., INC.

THOMAS &, COMPANY

January 20, 1949

OTIS &. CO.
(INCORPORATED!

GREGORY &, SON
V, • .

, INCORPORATED

STIFEL, NICOLAUS & COMPANY
INCORPORATED

EDW. LOWBER STOKES CO.

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made only by the Prospectus. .

$7,500,000 -

Mississippi Power & Light Company
/ First Mortgage';Bonds, Series due 1979

Dated January 1, 1949 Due January 1, 1979

Price 102.06% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulatedfrom only
such of the undersigned and other dealers as may lawfully offer these securities in such State.

OTIS & CO.
(INCORPORATED)

HALSEY, STUART &, CO. INC.

THOMAS & COMPANY

STIFEL, NICOLAUS &. COMPANY WHEELOCK & CUMMINS, INC.
INCORPORATED

WHITE, HATTIER &. SANFORD / HAROLD E. WOOD &. COMPANY

/ PATTERSON, COPELAND & KENDALL, INC.

January 20, 1949.
Y-/>!
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Missouri Brevities
On Jan. 13, a nation-wide group of 94 underwriters publicly of¬

fered the following securities of Affiliated Gas Equipment, Inc.: 40,000
shares of $3 cumulative preferred stock, with non-detachable common
stock purchase warrants, at par C$50 per share) and 1,000,000 shares
of common stock (par $1) at $9.25S> — , . .... Qnn nnn

per share. The following Missouri toward the payment of $14,900,uuu
bankers participated in the two
offerings: Edward D. Jones & Co.;
Peltason, Tenenbaum & Co.; I. M.
Simon & Co.; Stifel, Nicolaus &
Co., Inc.; Dempsey, Tegeler & Co.;
Stix & Co.; Scherck, Richter Co..
and A. G. Edwards & Sons.

si: * *

According to the annual report
of. International Shoe Co., St.
Louis, total value of its products,
including the shoes it made and
the other articles it produced for
use in the manufacture of its
shoes, was $309,674,450 for the fis¬
cal year ended Nov. 30, 1948, as
compared with $304,357,684 for the
previous year. Net sales for the
1948 year were $219,804,880, an in¬
crease of $6,886,688 over the figure
of $212,918,192 for the year ended
Nov. 30, 1947. Net profit was $13,-
820,197, equal to $4.06 per share,
against $14,002,017, or $4.11 per
share in 1947. Net working capital,
the report continues, was $65,395,-
072 at Nov. 30, 1948, as compared
with $64,037,053 at the close pf the
previous year. m

A* G. Edwards & Sons; New-
liard, Cook & Co.; Reinholdt &
Gardner, and Stifel, Nicolaus &
Co.,; Inc., were on Jan. 11 in¬
cluded in the group of under¬
writers who publicly offered
and I sold 144,200 shares of
Mississippi River Fuel Corp.
common stock (par $10) at $30
per share, the net proceeds
thereof going to nine selling
stockholders.

The Fuel Corporation plans to
issue and sell in the near future
$20,000,000 of its first mortgage
pipe Jline sinking fund bonds, and
to apply the net proceeds thereof

of 1%% and 2% notes, and the
balance to be used to payTor con?
struction of additions to its prop¬
erties. -

• jV; * * ... / ^

Today, Jan. 20, the bommon
stockholders of Ely & Walker
Dry Goods Co., St. Louis, will
receive l/25th of a share of Pa¬
cific Mills stock for each share
of Ely & Walker common stock
held as of record Jan. 3, 1949.

V-;' , * * *

Brown Shoe Co., Inc., St. Louis,
for the year ended Oct. 31, 1948,
reported that shoes manufactured
and sold to its dealers, less dis¬
counts and returns, amounted to
$84,404,362, and that net profits
after taxes totaled $2,555,080, or

$4.87 per common share after pre¬
ferred dividends* as compared to
a sales volume of $76,020,631 and
a net of $2,607,068, or $4.97 per

common share, after ' deducting
$1,000,000" for - contingency1 re¬
serves, for the preceding fiscal
year. Current assets at the close
of the 1948 year amounted to $26,-
843,639, and current liabilities
$5,311,642.

* * *

Of the 33,880 shares of com-
mon stock (no par value) of
Southwestern Investment Co.,
Amarillo, Tex;* offered for sub¬
scription to its stockholders ^ at
$16.75 per share, a total of 4,960
shares was subscribed for on or

before Dec. 24. The unsubscribed
portion (28,920 shares) was taken
up by the underwriters, among
whom was G. H. Walker & Co.,
St. Louis, at the same price. The
net proceeds are to be used to
increase working capital.

'

Bought — Sold — Quoted

Black, Sivalls & Bryson
Berkshire Fine Spinning com.

Chicago & Southern Airlines
Collins Radio

Commonwealth Gas
t): • i -

Consolidated Dearborn

Dazey Co. common

Delhi Oil Co.

Dumont Laboratories
. I

learst Consol. Publicat'ns A

Kansas City Public Service
{} Common & Preferred

LaPlant-Choate

« "
SCHERCK, RICHTER COMPANY

Mid-Continent Air

Old Ben Coal

Southern Production

Southern Union Gas

Southwest Gas Producing

Southwest Natural Gas

Tennessee Gas&Transmission

Texas Eastern Transmission

Velvet Freeze..

Western Natural Gas

Wurlitzer R.

|Bell Teletype
SL 456

Landreth Building
St. Louis 2, Mo.

Garfield 0225

L. D.123

ST. LOUIS

: LANDRETH BUILDING

ST. LOUIS 2, MO.
Teletype—SL 486 L. 0. 240

Stix & Co.

INVESTMENT SECURITIES

509 OL1VC STREET

■; ' //•' i •> v ' ' * .•> , ,''i

ST.Lomsl.Mo,
. . . • ' - « . - . «, - » . • - .--r r 1

Members St. Louis Stock Exchange '

Rice-Stix Dry Goods Co., St.
Louis, for the fiscal year ended
Nov. 30, 1948, reported that net
profits, after Federal income taxes,
amounted to $2,261,679, equal to
$8.31 per common share. This
compares with a net of $2,710,171,
or $9.98 per common share, for the
previous fiscal year. Current as¬
sets at the close of the 1948 fiscal
year amounted to $19*958,914/ and
current liabilities $4,294,643. *

] The company is , asking its
stockholders to approve a pro¬

posal to change its name to Rice-
Stix, Inc., and to approve an
amendment to the company's
charter, extending it to Dec. 16,
1974.

si: * *

Net profit of Illinois Terminal
RR. Co., St. Louis, after charges
and Federal income taxes, amount¬
ed to $1,362,268, or $2.72 per com¬
mon share, for the first 11 months
of 1948, compared with $1,139,902,
or $2.28 per common share, for the
corresponding period of 1947.

V •• $ jjj A'?-~.•

Included in the group of un¬
derwriters who on Jan. 10 pub-

-licly offered 400,000 shares ol
Koppers Company, Inc.* com¬
mon stock (par $10) at $31 per

share were Stifel, Nicolaus &

Co., Inc.; Newhard, Cook & Co,,
and Reinholdt & Gardner. This ,

issue was quickly ^oversub¬
scribed. i •

* * *

Net income of Parkview Drugs,
Inc., Kansas City, after all taxes,
for the year ended Sept. 30, 1948,
amounted to $36,901 and dividends
paid on the common stock totaled
$15,001 resulting in addition to
earned surplus of $21,900, as po
dividends on the common stock
were paid. Net sales were $5,898,-
147, an all-time high, and com¬
pares with $5,033,420 for the 1947
fiscal year. Current assets at the
close of the 1948 fiscal year
amounted to $1,166,516, and cur¬
rent liabilities were $419,782.

»!: $ ,7:

The offer to exchange stock
of American Investment Co. of:

Illinois, St. Louis, for shares of-
The Ohio Finance Co. has been
extended from Jan. 10 to Feb. 10.

As of Jan. 11, over 80% of the
total number of Ohio shares had*

been deposited for exchange,
thus indicating that the ex¬

change will be tax free for
Ohio's shareholders. Ohio, now
a subsidiary of American, will!
continue to operate as a separate
company.

During the year ended Nov. 30,
1948, Curtis Manufacturing Co.,
St. Louis, added- approximately
$140,000 to plant facilities without
the necessity of resorting to any

financing, according to Walter C.
Hecker, its President. Earnings
for the year, after providing for
Federal and State income taxes,
amounted to $810,124, equivalent
to approximately $4.19 per share
on the 193,365 common shares out¬

standing. This compares with net
profit of $872,567, or $4.51 per
common share, for the preceding
fiscal year. Current assets at Nov.
30 1948, amounted to $3,168,403,
and current liabilities $712,689.

,'l!' ,'j •/." ' *1* 11.-. . af ' ( t>
The directors of Stix, Baer &

Fuller, St. Louis, on Jan. 15 de¬
clared an extra dividend of 25
cents per share on the $5 par
value common stock, payable
Jan. 31 to holders of record ;
Jan. 21, 1949. This makes a total
of $1.25 for the fiscal year end¬
ing Jan. 31, 1949^ which is the
same as paid in the previous
fiscal year.'

* $

Western Auto Supply Co. re¬

ported new high record sales in
December, 1948, and the year end¬
ed Dec. 31, 1948. Total combined
retail and wholesale sales for the
month were $13,186,000,( against
$12,498,000 in December, 1947, and
for the 12 months were $125,981,-
000, compared with $121,395,000
for 1947. Retail units in operation
at the close of 1948 were' 264,
against 257 a year before, while
wholesale accounts numbered 2,-
120, compared with 1,904 at Dec.
31, 1947V • '

Clement Evans Elected
Ck of Bd. of NASD
Clement A Evans, President of

the investment banking firm of
Clement A. Evans & Co., Inc. of At¬
lanta, was elected Chairman of the

; Board of
Governors of
the National
Association of

Securities

Dealers,
Inc. The elec-

tio n took

place at the
annual meet¬

ing in Sea
Island, Ga.
Other offi-

cers elected
tor 1949 were:

o M, Phillips
o f Caldwell

f-riillios Co..
Clement A. Evans g p „ y ]'

Minn., and John J. Sullivan of
Bosworth, Sullivan & Co., Den¬
ver, Colo., Vice-Chairmen; Walter
G. Hoye of Charles W. Scranton &
Co., New Haven, Conn., Treas¬
urer. Wallace H. Fulton of Wash¬
ington, D. C., was re-elected Ex¬
ecutive Director. :

Mr. Evans succeeds L. Raymond
Billett of Kebbon, McCormick &
Co., Chicago, 111.

With Wesley Hall & Co.
(Special to The Financial Chronicle)

SAN DIEGO, CALIF.—Stephen
Hall has been added to the staff of

Wesley Hall & Co., First National
Building.

UNDERWRITERS DISTRIBUTORS

Newhard, Cook & Co.
— Members— . ' „. —

New York Stock Exchange New York Curb Exchange (Associate)
Chicago Stock Exchange St. Louis Stock Exchange

■'
FOURTH!& OLIVE ~ :

- : ; . ST. LOUIS 2, MO.

Bell Teletype—SL 151 & SL 1527 L. D. St. Louis 340, 341 & 342
i *. , -V • f f ■v>"I • ■: Xs." ' •*. .. .••••'

t»v?) Correspondent and Private Wire System ■ >

Clark, Dodge & Co., 61 Wall St., New York 5, N. Y.
i » i;it -t—i-

■> '■

Alfred P. Sloan, Jr.

1949 Will Be a

Good Yeai: Sloan
Chairman of- General Motors

says, in view of heavy capital ;

goods demand and heavy govern¬

ment spending, year's adjust¬
ments will be only incidental.

Speaking at the luncheon of
"Transportation Unlimited," spon¬
sored by General Motors, Alfred
P. Sloan, Jr., Chairman of the.

board of Gen¬

eral Motors,
: after review-

-

ing the back-
ground and
prospects of
the automo-;

"l. bile industry,
gave his views
of the generaL

'

business out-
• look. ;

"As far as

the general
*

economic out-

r look is con¬
cerned," said
Mr. Sloan, "my
personal feel¬

ing is that 1949 will be a good
year. I haven't any reservations
at all on that. I believe that the
question of price adjustment we
have been looking for is some-

think like the prosperity we were

looking for in the thirties. It is
one of the things right arourtd
the corner but it hasn't happened.
Personally, I feel that as long as
the capital goods demand con¬
tinues and the government spends
for rearmament and foreign re¬

lief those forces will carry the
economy to a point where the
adjustment is made incidentally."
Continuing, Mr. Sloan added:
"There is,-one thing which is

terribly important for the future.
We must recognize that our eco¬
nomic activities of today, our na¬
tional income, are being supported
by some synthetic influences
which we can't expect to maintain
under normal times. I think we

should study this factor and do
whatever we can to inject into
the economy a greater under¬
standing. For1 instance, I believe
in greater latitude in handling our
depreciation. We all. know the
old economic development was

based on standard of living plus
savings. If we could only expand
our savings—give greater relief to
industry from the standpoint of
making use of greater obsoles¬
cence—we would be making prog¬

ress.

"Generally speaking the na¬
tional income is directly related
to the capital goods industry. If
the capital goods industry falls
off.(then national income begins
to decline. That is a very definite
rule. Today the capital goods in¬
dustries are falling off. They are

falling off perceptibly, both from
the standpoint of production and
from the standpoint of orders. It
is necessary to inject into the sys¬
tem a greater stimulation to dot
those things that promote greater
efficiency and stimulate employ¬
ment. •• : '

'

.V.U -.Yv v...'.,r " • J.*

"Of course, the tax structure is

part of that. There is a lot of
talk—and it is a sound philosophy
—that no man should be expected

to. work more-, than half his time

for the government—half for him¬
self and half for the government.

If he were allowed to do this the

government would lose only $600
million; based on 1948 figures.
Think what a tremendous incen¬

tive that would-be in stimulating

savings and creating venture cap¬

ital* It would be employed to

great advantage to- make up for
some of the things that are now-

occurring that we are going ' to
feel the effects of, sooner or later."
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News aLbout Banks
CONSOLIDATIONS

NEW BRANCHES

NEW OFFICERS, ETC.
! REVISED

and Bankers
CAPITALIZATIONS

John C.. Traphagen, Chairman
of the Bank of New York and
Fifth Avenue Bank of New York

announced on Jan. 13 the promo-

W. G. Button Richmond P. Gardner

Hugh R. Chace Paul R. Dotterrer

Ralph C. Glock

tion of six of its officers to tHe
rank of Vice-President. . They are
W. G. Button and Richmond P.
Gardner at the bank's Fifth Ave¬
nue office, and Hugh R. Chace,
Paul R. Dotterrer, Ralph C. Glock,
and L. M. Townsend at the main
office. Samuel Cochran, Jr., of
the Fifth Avenue, was advanced
to the rank of Assistant Vice-
President. Additional appoint¬
ments were: Assistant Comp-
troller, Gerald L. Sheldon; Assist¬
ant Treasurers,. Elliott Averett,
Charles Fritscher, and John Hildf;
Assistant Secretaries, John U.
Grissinger, Charles J. Svercel, arid
E. C. R. Whitcraft; Manager of the
Credit Department, Ralph H. Nay.
> Mr. Chace, and Mr. Hildt are

representatives in the middle west

territory, and Mr. Averett is -one

vof the bank's representatives in
the New England territory. Messrs.
Dotterrer, Glock, Svercel and
Whitcraft are engaged in invest¬
ment activities, and Mr. Townsend
handles public relations. —./V.--

'

• •': '
. * " -t f .„,

In reporting the opening in
Manila on Jan. 3 of the Central
Bank of the Philippines Asso¬
ciated Press advices from Manila
rioted that with the' bank's open¬
ing the country departed for the
first time from the policy of
keeping 100% Currency Preserves
on deposit with the United States
Federal Reserve Bank. Of these

; reserves totaling more than $350,-
000,000, iftwas. added, some $75,-
000,000 will. He used as initial
capital to help finance Philippine

rehabilitation . and ' development
projects.

Pointing out that the opening of
the bank marked a complete
change in the Philippines' finan¬
cial set-up from the, dollar stand¬
ard that existed during American
ownership to a managed monetary
system, special advices (Jan. 3)
to the New York "Times" from
Manila continued in part:
"The bank has authority to

withdraw and use a portion of the
peso currency reserve in the
United States, which previously
was maintained by law at 100%.
It has complete control of the Re¬
public's currency and credit. It is
expected that new Treasury cer¬
tificates will be issued soon elimi¬
nating all reference on their face
fco the United States of America:"

ElpidiO Quirino is President of
the bank. "

. 5
■ *•'. > ■ V ■

THE NEW vYORK TRUST COMPANY'
.". NEW YORK

* "

. t ' Dec. 31,'48 June 30,'48
:~

$ J ...

Total resources ___ 719,201,926 661,199,500
.Deposits 642,398,611 589,318,500
Cash and due from
banks 234,471,103 162,002,300

U. S. Govt, secu¬

rity holdings 217,199,198 239,182,000
Loans & discounts- 256,426,530 251,017,400
Surplus and - undi¬
vided profits 50,895,512 50,078,600

V' ' ;* ■■ ■. * ♦ . ; .• i \

TITLE GUARANTEE AN® TRUST COJ 7
NEW YORK

1: . v Dec. 31,'48 June 30,'48
Total resources $64,665,568 $51,834 2bo
Deposits' 54,895,715 42,477,600
Cash and due from

banks 16,144,491 11,520,000
U. S. Govt, secu¬

rity holdings' 15,060,025' 18,433,000
Loans & discounts- 21,245,298 14 679,700
Surplus and. undi¬
vided profits* ____ 3,715.143 ' • 4,098.000

• * * . * * ■-£>■ | i

Joseph A. Broderick, President
of the East River Savings Bank of
New York announces that at the
annual meeting of the Board of
Trustees the following changes in
the official staff were made:

George O. Nodyri'e Charles C. Joyce

Charles C. Joyce, formerly Treas¬
urer, now Vice-President and
Treasurer. Mr. Joyce has been
with the hank since 1920; George
O. Nodyne, Assistant Vice-Presi¬
dent to Vice-President. Mr. No-

dyne, in charge of branch operai-
trons and personnel, has been with
the bank since 1922. He is Presi¬
dent of the Netv Y6rk Chapter of
the American; Institute of Bank¬

ing; Dorcas Campbell, formerly
Assistant -Secretary, • to Assistant
Vice-President. Miss Campbell,

WE OFFER: !

25 Certtary Life Ins. Co.
(Ft. Worth, Te*.)- v @ 15

• 44 'Floriija' Nart*1 Rank ;..'
. ' (St. Petmbarg, Tla/)-- @ 74

80 Oyster Bay Tnrst Co.
(Oyirter Bay, N. Y.) @27

35 Seaboard Tru&t Co.

(Hoboken, Ni: J.) @15

Kenney & Powell
NEW YORK - . .. r

in charge of Public Relations for
the bank, is also an author of two
books on banking; William J.
Rommel, Manager of the branch
at 96th Street and Amsterdam
Avenue since 1947 was made an

Assistant Vice-President; Quentin
Frazer was appointed Assistant
Treasurer. He is in charge of in¬
surance and has served the bank

since 1928; Louis J. Rub, ap¬

pointed Assistant Secretary, has
been with the bank . since 1936
and is on the faculty of New York
University; Maurice E. Hickey,
appointed Cashier, joined the East
River Savings Bank in 1917.

sjs

N. Baxter Jackson, Chairman of
the Chemical Bank & Trust Co.

of New York at the annual or¬

ganization meeting of the board
of directors on Jan. 13 announced

E. W. Stetson, Jr. William G. DeWitt

. • V-. * Seymour Dribben

the appointment as Vice-Presi¬
dents of George A. Peer, formerly

Treasurer, and of William G. De-
Witt, Seymour Dribben and Eu¬

gene W. Stdtson, Jr., formerly
Assistant Vice-Presidents. Arthur
P. Ringler, formerly Assistant
Vice-President, was appointed
Treasurer. Appointed Assistant
Vice-Presidents were Charles E

Hayward, Jr., William I. Spencer
and G. Homer Williams, formerly
Assistant Secretaries; Walter M-
Hawkins, formerly Manager Times
Square Office, and Samuel H
Cropper, formerly Assistant Man¬
ager Madison Avenue and 46th
Street Office. Other appointments
were David Haviland and Llo.yc
M. McMillen as Assistant Secre¬
taries and Joseph A. Mazzola, for¬
merly Assistant Manager of the
Customers Securities Department
as Assistant Treasurer. At the
same meeting, Edwin A. Carrol]
was appointed Assistant Comp¬
troller; George W. Cox, Jr. Assist¬
ant Manager Foreign Department^
Harold E. Harris, formerly Assist¬
ant Manager, to Manager of Rocke¬
feller Center Office; John V. Mil¬
ler, Assistant Manager Rockefeller
Center Office, and Clyde W. Hise-
ler, John W. Marx, Raymond R.
Robrecht and Ellsworth B. Wood¬
land as Assistant Managers, Mad¬
ison Avenue and 46th Street

Office.
*

HARRIS TRUST AND SAVINGS BANK I
CHICAGO, ILL.

, ' . < ^ Dec. 31.'48 June 30,'48
$ $

Sotal resources 546,353,897 542,985,257eposits 508,576,873 505,446,546
Cash'and due from

banks 160,450,080 152,749,940
U. S. Govt, secu¬

rity holdings ___ 161,672,258 177,375,27£
Loans & discounts- 169,572,127 166,965,23=
Undivided profits. 7,042,267 6,494,713

* * *

Earl H. Cress, President of the
Ann Arbor Trust Co. of Ann

Arbor, Mich., announces that at
the annual meeting of the stock¬
holders and directors of the com¬

pany, on Jan. 12, all officers and
members of the board were re¬

elected. He also announced that

L. A. Tappe, Vice-President and

Treasurer, has been elected to the
board of directors. Mr. Tappe has
been with the company since 1928,

serving first as Assistant Treas¬
urer. He was elected Vice-Presi¬

dent and Assistant Treasurer in

January, 1941 and Vice-President
and Treasurer in January, 1948.

REPORT OP CONDITION OF

Underwriters Trust

Company
of 50 Broadway, New York 4, New York,
at the close of business on December 31,
1948, published In accordance with a call
made by the Superintendent of Banks pur¬
suant to the provisions of the Banking
Law of the State of New York.

ASSETS
,

Cash, balances with other •

banking institutions, in¬
cluding reserve balances, ' 1 " f
and cash items in process
of collection — $9,187,301.52

United States Government

obligations, direct and
guaranteed _______ 14,194,028.42

Obligations of States and
political subdivisions 5,331,290.10

Loans and discounts (includ¬

ing $417.03 overdrafts)___, 11,585,944.93
Banking premises owned,
none; furniture and fix¬
tures and vaults 51,010.87

Other assets 103,883i82

TOTAL ASSETS $40,453,459;.66

LIABILITIES 1

Demand deposits of individ¬
uals, partnerships, and
corporations $21,343,004.81

Time deposits of individuals,
partnerships, and corpora¬
tions ' ____x.____.__

Deposits of . United States
Government

Deposits of States and po¬
litical subdivisions

Deposits of banking institu¬
tions __ _,

Other deposits (certified and
officers' checks, etc.)____
TOTAL

DEPOSITS $37,615,481.66
Other liabilities

5,317,474.26

1,232,191,86

8,373,701.04

288,580.69

1,060,529'.00

126,980.26

TOTAL LIABILITIES L— $37,742,461.92

» CAPITAL ACCOUNTS ''

Capital t $1,000,000.00
Surplus fund ____: 750,080.00
Undivided profits ■ ; ^ 960,997.74

. TOTAL CAPITAL AC- ".
COUNTS $2,710,997.7.4

TOTAL LIABILITIES AND
CAPITAL ACCOUNTS.. $40,453,459.66

tThis institution's capital consists of
common stock with total par value of
$1,000,000.00.

MEMORANDA-

Assets pledged or assigned to
secure liabilities and for ,

other purposes _L„_1___ $5,315,965.39

I, WILLIAM D. PIKE, Secretary of the
above-named institution, hereby certify
that the above statement is true to the
best of my knowledge and belief.

WILLIAM D. PIKE

Correct—Attest;

C. W. KORELL

J. B. V. TAMNEY ^Directors
SUMNER FORD

,870,000

International-Great Northern Railroad

Equipment Trust, Series RB
# 2Vi% Serial Trust Certificates

(Philadelphia Plan)

To mature $187,OOO on each January 15, 1950 to 1959, inclusive • '

To be unconditionally guaranteed as to payment oj par value and dividends by endorsement by the
Trustee of the property of International-Great Northern Railroad Company,

as Trustee but not individually.
■ ' ' 1

These Certificates are to be issued under an Agreement to be dated January 15, 1949,
which will provide for the issuance of $1,870,000 aggregate par value of Certificates

, to be secured by new- standard-gauge railroad equipment estimated to'cost ap¬
proximately $2,500,000.

Priced to yield 1.60% to 2.80%, according to maturity
"Y: / -%_i

Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission.
The Offering Circular may be obtained in any state in which this announcement is circulatedfrom only

I such of the, undersigned and-other dealers as may lawfully offer these securities in such state.

! i

' I

OTIS CO.
(INCORPORATED)

THE ILLINOIS COMPANY

HALSEY, STUART & CO. INC.

R. W. PRESSPRICH &, CO.

McMASTER HUTCHINSON & CO.

1*o-be-dated January 15, 1944: Par-value and semi-annual dividends (January 15 and July 15) payable in St. Louis and
New York City. Definitive Certificates with dividend warrants attached, in the denomination of $1,000, registerable as to

par value. Not redeemable prior to maturity. These Certificates are offered when, as and if received by us. Certificates in
temporary or definitive form will-be delivered at the:office of Halsey, Stuart & Co. Inc., 123 South LaSalle Street; Chicago,
Illinois. The information contained herein has been carefully compiled from sources considered! reliable add, while not

'

guaranteed as to completeness or accuracy, we believe it to be correct as of this date.

January 13, 1949 t

if
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Michigan Brevities
■!' The Detroit Stock Exchange reports that trading volume in De¬
cember was 294,474 shares having a dollar value of $3,546,783. 'These
figures compare with 262,976 shares having dollar value of $4,129,087,
and 729,364 "rights" amounting to $202,592 which changed hands in
November. In October, 240,597^
shares with a dollar value of $3,-
1372,256 were traded in.

The ten most active stocks

during December were: Electro-
master, Inc., Detroit Edison Co.,
Gerity-Michigan Corp., McClan-
ahan Oil Co., Parke, Davis &
Co., Warner Aircraft Corp.,
Avco Manufacturing Co., De¬
troit & Cleveland Navigation
Co., United States Radiator
Corp., and Radio Corp. of
America.

The dollar volume of trading on

the Detroit Stock Exchange in the
calendar year 1948 showed an in¬
crease over 1947. Stocks and

"rights" valued at $43,959,837
changed hands compared to $41,-
491,002 the previous year. The to¬
tal shares traded, however, were
slightly less, the 1948 volume be¬
ing 3,169,708 compared to 3,408,-
746 shares in 1947. However, 736,-
427 Detroit Edison Co. ."rights"
were also traded in 1948. Both
local and national issues were in¬
cluded each month in the list of
the "most active" traders and

during the year 186 different is¬
sues changed hands.
„ An analysis of trading on

this Exchange in 1948 dis¬

closes that "Odd Lot" transac-
- -j.

tions of more than 750,000

- shares made up 24% of the to¬
tal share volume. A consider-

7 able portion v of this was in

higher priced stocks although
Exchange officials point out
that trading in the 1 to 99

share lots covers nearly the

the entire list of 186 stocks of

widely diversified enterprises. ;

Gerity-Michigan Corp. has dis¬
continued the manufacture of die
castings heretofore conducted at
its plant in Detroit. Most of the
machinery and inventories have
been sold to Doehler-Jarvis Corp.
and the remainder will be trans¬
ferred to -the Adrian plants. It
is planned to dispose of the De¬
troit factory building as soon as
practicable. Under this plan which
was consummated Jan. 3, 1949.
Gerity-Michigan has received, in
payment for the machinery, 25,-
000 shares of Doehler-Jarvis com¬

mon stock and upon completion
of -audit and appraisal, will re¬
ceive payment in cash for inven¬
tories and certain tools which it
is selling. It is expected that the
cash received will be used to
liquidate bank loans.

On December J20 a letter of
; notification was . f i 1 e d, cov¬

ering 2,250 shares of common
stock, par $1, of Miller Manu¬
facturing Co., Detroit, to be of¬
fered by George A. McDowell
& Co., Detroit, for the account
of a selling stockholder, at
$4.25 per share.
The Miller firm for the fiscal

year ended Sept. 1948 reported
net sales of $6,096,932, and net

profit after taxes of $475,740, as

against $4,036,774 and $353,154,
respectively; in the preceding
year. Current assets at Sept. 30,
1948 amounted to $2,341,156, and
current liabilities $1,039,605.

❖
, V • •- ' • •r.-' • - ' '• ■ -

Smith, Hague & Co. and
Crouse & Co., Detroit, were

I i

Michigan and Detroit
Securities

WRITE, PHONE OR WIRE

CHARLES A. PARCELLS & CO.
ESTABLISHED 1919

Members Detroit Stock Exchange . •

V 639 Penobscot Building •

DETROIT 26

Telephone—WOodvvard 2-5625 Bell System Tele.—DE 206

included among a group .'of 94
investment banking houses
which on Jan. 13 publicly of-

'

fered the following securities ,

of Affiliated Gas Equipment,
Inc.: 40,000 shares of $3 cumu¬
lative preferred stock, with
non-detachable common stock

purchase warrants, at par ($50
per share) and 1,000,000 shares
of common stock (par $1) at
$9.25 per share. , •

Purchase of the < assets of
Standard Portable Cord Co., De¬
troit, and Curtis Machine Corp.,
Jamestown, N. Y., by Lincoln
Park Industries, Inc., Lincoln
Park, was consummated on Dec.
6, 1948, and was effected through
the issuance of 79,000 shares of
authorized but unissued stock of
/Lincoln Park, $52,609 of notes
maturing over a period of four
years, and $50,000 in cash.

"-f'. .' -- ' • "* -r-'

Michigan Public Service Co.,
Traverse City, on Jan. 7 filed a
letter of notification with the
SEC covering 18,000 shares of
its no par value common stock
to be offered at $16.37% per

share, the net proceeds to be
used to pay for construction
and to reimburse the treasury
for construction expenses al¬
ready made. Cray, McFawn &
Co., Detroit, and A. C. Allyn
& Co., Inc., Chicago, III., will
be the underwriters.

V'-V.- ; ' V " , ; . • V- S-' /'VK V

Forecast of a "good year" in
1949 for Reo Motors, Inc., Lan¬

sing, was made Jan. 13 by R. D.
Hilty, Reo's General Sales Man¬

ager , on his return from a series
of distributor-dealer meetings in
the Southwest. Looking back
over the past year, Mr. Hilty said
that Reo has broadened its line
to provide the most complete
range of trucks in its 45-year
history.

. # i'i sjt . ' V; V.

First of Michigan Corp, and
and Watling, Larchen & Co.,
both of Detroit, on Jan. 10 were

among those offering to the

L. A. DARLING
Common Stock

DISPLAY FIXTURES

and

PRECISION CASTING

Moreland & Co.
Member Detroit Stock Exchange

1051 Perlobscot Building
DETROIT 26, MICH, i

Bay City — Lansing — Muskegon

JviA •

This announcement appears for purposes of record only. These securities lucre placed privately

through the undersigned, and have not been and are npf being offered to, the public,,.

NEW ISSUE <) t»;I • 1'!!. . i

$15,000,000

McCarthy Chemical Company
4% First Mortgage Bonds

Dated November I, 1948 Due November 1, 1958

Kuhn, Loeb & Co.

January 18, 1949
V4"[. «'• . ■.

.public 400,000 shares of Kop-
pers Company, Inc., common
stock (par $10) at $31 per

share: *The issuedwas quickly
oversubscribed.

The Dow Chemical Co., Mid¬
land, on Jan. 7 reported that its
employees subscribed for 48,500
shares of its common stock under
a recent pay roll j deduction pur¬
chase plan. The stock was of¬
fered at a price of $44.31 per

share, or $2.56 below the closing
market price on Dec. 6, the final
subscription date. Subscriptions
are payable over a 12-month
period, but employees have the
option of completing payment,
cancelling or reducing their sub¬
scriptions at any time during that
period.

American .Box Board Co.,
Grand Rapids, on Jan. 5 filed
a registration statement with
the SEC covering $5,400,000 of
15-year 4%% convertible sink¬
ing fund debentures, the pro¬

ceeds of which are to be used

to pay off a long-term obliga¬
tion and for improvements and
expansion. The issue is-pxpected
to be underwrtten by Paine,
Webber, Jackson & Curtis.

7 t't v A'-1''-;

Hayes Manufacturing Co.,
Grand Rapids, for the year ended
Sept. 30, 1948 reports a net in¬
come, after Federal income taxes,
of $3,271,819, or $3.08 per share,
as compared to $1,667,175, or

$1.57 per share, in the preceding
fiscal year. Net sales rose to a
new high, totaling $25,876,897,
against $24,457,182, the previous
peak, for the 1947 fiscal year.

Working capital increased to $5,-
988,700 as of Sept. 30, 1948, from
$4,105,953 a year earlier.

t'L'V * :'.t : V'
Grover Co., Detroit, on Dec.

31 filed a letter of notification
with the SEC covering 1,994
shares of common stock to be
offered at $30 per share, the
net proceeds to be used to
build additional warehouse

space and to purchase new

machinery.
❖ #

Detroit & Canada, Tunnel
Corp., Detroit, for the year ended
Oct. 31, 1948 reported gross rev¬
enues of $1,916,488, and a net,
after taxes, of $677,140, compared
with $1,849,831 and $622,545, re¬
spectively, in the preceding fiscal
year.

tjc ff ;•<

Definitive general and re¬

funding mortgage bonds, series
I, 2%% due Sept. 1, 1982, of
the Detroit Edison Co. are

available for delivery in ex¬

change for temporary bonds at
National Bank of Detroit and
Manufacturers National Bank,
both in Detroit, or, at the op-

■1 tion of the holder, in New York
City at Bankers Trust Co.

' "

. ' v * - . J r ' ,' A $ i ■

Detroit Harvester Co. reports
consolidated net earnings for the
12 months ended Sept. 30, 1948 of
$1,802,594, or $3.82 per share,
compared with $583,139, or $1.30
per share in the previous fiscal
year. Current assets at Sept. 30,
1948 amounted to $9,446,002, and
current liabilities, $3,767,246.

iJs sjt &

A quarterly dividend of 25
cents per share is payable to¬
day (Jan. 20) on the capital
stock of Detroit-Michigan Stove
Co. to holders of record Jan.
10, 1949. The decision to in-

j; crease the quarterly rate from
I 20 cents per share and to fore¬
go the extra payment of 20

'■ cents declared in recent quar¬

ters, said John A. Fry, Presi¬
dent, was based on the desire
of the management to conserve

working capital for develop¬
mental work "under more nor¬

mal conditions in the home ap¬

pliance indhstry."
i\t # #

jt According to C. J. Reese, Presi¬
dent of Continental Motors Corp.,

an_ initial $18,800,000 order has
been received from the Ordnance

Department for a new type air-
cooled tank engine recently an¬

nounced, and authorization for
facilities and special tooling
needed to produce the order. The
contract will be handled in the

corporation's Muskegon plant and
in a large government-owned fac¬
tory there. Mr. Reese stated that
it will provide jobs for approxi¬
mately 1,500 persons when pro¬
duction starts this Winter. '■

■it * $ " .'1 i t f

American Forging & Socket
Co., Pontiac, has declared an
extra dividend of 12% cents
per share and the regular
quarterly dividend of 12% cents
per share, both payable March
1, 1949 to stockholders of rec¬
ord Feb. 18, 1949.

NASI} Dist. 13 Names
Stolle Chairman 7
At the annual meeting of the

District No. 13 Committee of the
National Association of Securities

•\ Carl Stolle

Dealers, Inc., held on Jan. 14,
1949, Carl Stolle of G. A. Saxton
& Co., Inc. was elected Chairman
and Paul Devlin of Blyth & Co.„
Inc. was elected Vice-Chairman of
the Committee. At the same meet¬

ing George E. Rieber was elected
Secretary and John J. Kelly was
elected Assistant Secretary of the
Committee.

Charles Enyart With
Thomas E. King Go.
CHICAGO, ILL.—Charles E.

Ertyart has become associated with
the investment firm of Thomas E.
King & Co., 39 South La Salle

Street. Mr.
Enyartwill be
Vice - Presi¬

dent in charge
of sales. He
formerly
was President
and director
of E n y art,
Van Camp&
Co. for 16

years and spe-
c i a 1 i z e d in

Chicago and
suburban
bank stocks,
as well as

dealing in the
general list of

investment securities. Mr. Enyart,
who has been in the investment
business for over 20 years, was

recently with First Securities Co.
of Chicago:

l! :

J. Kenneth Hilker

Joins A. Lepper & Co.
(Special to The Financial Chronicle)

CINCINNATI,. OHIO—J. f Ken¬
neth Hilker has become associated
with A. Lepper & Co., First Na¬
tional Bank Building, members of
the Cincinnati Stock Exchange.
Mr. Hilker for many years has
been with Stone & Webster Se¬
curities Corp. in charge of their
Cincinnati office.

With L. G. Rogers & Co.
..(Special to The Financial Chronicle-)

*

CHARLOTTE, N. C. — A. S.
Cooley is with Louis G. Rogers
& Co., Johnston Building.

Charles E. Enyart
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By WILLIAM J. McKAY

v Previous predictions to the effect that the Dominion of Canada
is now at the threshold of its greatest era of economic expansion are
nowreceiving ample confirmation. Indeed it is now difficult to keep
pace with the rapid succession of events, any one which can be con¬
sidered of striking importance.^
Within the short period 01 tne past

% few months alone, fresh mineral
discoveries and realization of the

''

far reaching significance of previ¬
ously known resources have made
headline news. : •

:Among such developments, the
knowledge that the possibilities in
Alberta are such that Canada

might within a few years become
an exporter instead of a major im¬
porter of petroleum products, is in
itself a momentous economic con¬

sequence. Likewise the potential
* value to the Dominion of the vast
Labrador iron deposits is possibly
of even greater significance. Con¬
sidered in conjunction with the
announcement of the ilmenite dis¬
coveries in Quebec, and the possi¬
bility of development of the New
"Brunswick manganese, deposits, it
is logical to envisage the establish¬
ment of a steel industry in Eastern
Canada on a hitherto unvisualized
scale.

Turning to the West, the recent
reports of the negotiations now in
progress between the Government
of British Columbia and the Rey¬
nolds Metal Co.; point to another
mammoth project that is likely to
mark a further milestone in Cana¬
dian economic history. In this con¬

nection it is announced that the
U. S. company is interested in the
development from British Colum¬
bia hydro-electric power sources
of about one million horsepower
for the eventual production of one
million pounds of aluminum a

year,

Already the Aluminum Com¬

pany of Canada is studying a simi¬
lar project with the object of con¬
structing a $300 million plant
which would be the largest pro¬
ducer of the light metal in the
world. Should these two plans be
put into operation British Co¬
lumbia will become the world's

, largest supplier of aluminum. In
addition the Canadian west coast
ports will assume vastly increased
importance as the points of entry
of enormous quantities of bauxite
from South America, the British
West Indies and West Africa. The
successful culmination of .. these
plans will also tend to draw re¬

newed attention to the unrivalled
water-power sites situated with¬
in the borders of Canada's far
western province. Likewise pre¬
vious U.S.-Canadian dreams of a

vast steel and shipbuilding em¬
pire on the northern Pacific
coast are likely to be renewed.
This would result in further huge
U. S. and Canadian capital ex¬
penditures in the Dominion, the
growth of new'- industrial cities,

, and a vast influx of population.
It is thus timely to recall the

• prediction of the late Stephen
Leacock that Canada could even¬

tually comfortably support a

population of 100-200 million. At
the time this opinion was ad¬
vanced the most optimistic esti¬
mate of the maximum support¬
able limit was not in excess of

25 million.

The

I Western Canada

; Oil Industry
Information Available

Charles King & Co.
Members Toronto Stock Exchange

61 Broadway, N. Y. WHitehall 4-8980

Direct wire to Toronto

During the week the external
section of the bond continued

strong but activity remains . re¬
stricted in the absence of ade¬

quate supply: this condition will
persist as long as the Dominior
continues to redeem external debt
and refrains from fresh borrow¬

ing. The internals on the other
hand eased fractionally but the
recent strength of the corporate
arbitrage rate was further accent¬
uated. Free funds ,, also ./were
steady but- it is somewhat re¬

markable that the pressure of ac¬
tual and impending U. S. invest¬
ment demand has not exerted a

more notable influence. The
salient feature of the stock mar¬

ket was the spectacular rise in
Waite' Amulet Mines which
touched an all-time peak of $11.50
on reports of the discovery oi
an important new ore-body. The
shares of Lake Dufault, Wiltsey
Coghlan, Anglo-Rouyn, Noranda,
and other companies in the
Rouyn-Noranda district moved up
in sympathy. Western oils also
showed a tendency to rally after
their recent decline, with Royalite
the largest gainer following the
announcement of the sale of Im¬

perial Oils' interest in this com¬

pany. Gold and base-metals is¬
sues likewise encountered re¬

newed investor demand.

Montreal Stock Exch.

75 Years Old
'MONTREAL QUE., CAN. —

The Montreal Stock Exchange
will celebrate its 75th anniver¬

sary this year with a dinner at the
Windsor Hotel on Jan. 26. Invita¬
tions have been extended to ex¬

ecutives of corporations listed on
the Exchange, 'government offi¬
cials and press representatives of
both the United States and Can¬
ada. It is understood that Emil

Schram, President of the New
York Stock Exchange, and Fran¬
cis Adams Truslow, President of
the New York Curb Exchange,
will both attend.

Maine Investment Dealers Association
Holds Annual Meeting and Election

PORTLAND, MAINE—The Maine Investment Dealers Association
met Thursday, Jan. 13, for their annual meeting, at the Eastland
Hotel, Portland, Maine. After the business meeting, there was a

Estabrook & Co. Adds
• (Special to The Financial Chronicle)

BOSTON, MASS.—Robert A.
Lawrence has been added to the
staff of Estabrook & Co., 15
State Street.

CANADIAN BONDS

GOVERNMENT

PROVINCIAL

MUNICIPAL

CORPORATION

canadian stocks

A. E. AMES & CO.
... < INCORPORATED

TWO WALL STREET

NEW YORK 5, N. Y.

WORTH ,4-2400 NY 1-1045

Company Annual Reports to

Stockholders, Employees, and the
Public—Thomas H. Sanders—Re¬

search Division, Harvard Business

School, Soldiers Field, Boston 63,

Mass.—cloth—$3.75.

Who Gets How Much for Doing

What in America—A Primer on

the Distribution of Income and

Property in the United States—■

Edward A. Keller, Fred G. Clark
and Richard Stanton Rimanoczy—
American Economic Foundation,
295 Madison Avenue, New York,
NT. Y.—cloth.

(Photo by Courtesy of Portland "Press Herald")

Left to right: Harold D. Jones, Jones, Ilolman & Co.; retiring Presi¬
dent; Walter T. Burns, Barron & Co., President; George Geyer, Geyer
& Co., Inc., New York City; Carl K. Ross, Carl K. Ross & Co., Inc.,
Secretary and Treasurer; Roger B. Ray, H, M. Payson & Co., director.

social hour followed by dinner. George Geyer, of Geyer & Co., Inc..
was the guest speaker for the evening, speaking on his specialty,
insurance stocks.

At the business meeting, the following officers were elected:
President, Walter T.;Burns (Burns, Barron & Co.); Secretary and
Treasurer, Carl K. Ross (Carl K. Ross & Co., Inc.); incoming direc¬
tors for three years, Harold D. Jones (Jones, Holman & Co.) and
Roger B. Ray (with H. M. Payson & Co.).

With Holton, Hull & Co.
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Mary
E. Jones has become associated
with Holton, Hull & Co., 210 West
Seventh Street, members of the
Los Angeles Stock Exchange.
Miss Jones was previously with

Buckley Brothers.^

Bingham, Walter
& Hurry Adds

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Wil¬
liam L. Marlin has been added to
the staff of Bingham, Walter &
Hurry, 621 South Spring Street,
members of the Los Angeles Stock

Exchange.

L. B. Schwinn & Co.

Absorbs Finley & Co.
CLEVELAND, OHIO—The in¬

vestment business of Finley & Co.
j.i a a L) e D 11

taken over by
L. B. Schwinn
& Co., Union
Commerce

Building,
mem bers of

the Cleveland

Stock Ex¬

change. The
entire person¬
nel of Finley
& Co. will

join L. B.
Schwinn &

Co., of which
Leslie B.
Schwinn is
sole

tor. Earl E. Finley, head of Finley
& Co., died on Dec. 17 and the
sale of the assets of the firm was

arranged by his widow, attorney',
and trustee.

Leslie B. Schwinn

NEW ISSUE

'

$7,965,000

Pennsylvania Railroad

Equipment Trust, Series V
. W ; (Final Installment)

2*/2% Equipment Trust Certificates

J)aled November 1, 1948. Maturing $531,000 each November 1 from 1949 to 1963

Issued under the Philadelphia Plan

MATURITIES AND YIELDS

1949 1.25% 1954 2.20% 1959 2.55%
1950 1.60 1955 2.30 1960 2.60

1951 1.80 1956 2.375 1961 2.65

1952 1.95 1957 2.45 ' V 1962 2.675

1953 2.05 1958 2.475 1963 2.70

These certificates are offered subject to prior sale,.when, as and if issued and
received by us, subject to approval of the Interstate Commerce Commission.

Salomon Bros. & Hutzler

Drexel & Co. Union Securities Corporation

White, Weld & Co.

January 19, 1949.

Stroud & Company
Incorporated

V
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j Connecticut Brevities
The Pratt & Whitney division of United Aircraft has begun deliv¬

eries of its new Turbo-Wasp jet engine. • The first engines were deliv¬
ered in November for use in the Grumman F9 F-2 Panther, a Navy
carrier-based fighter in the over 600 miles an hour class. The engine
Whicn has suceessrully compieteG<$-
the official 150-hour military qual¬
ification test develops 5,000 pounds
of thrust, equivalent at 65u miles
an hour to about 9,000 horsepower.
The Turbo-Wasp engine is the
Pi^att & Whitney version of tne
British Rolls-Royce "Nene" en¬

gine.
H: »!•' ❖

Underwood Corp. announces the
introduction of, a new typewriter,
the Rhythm Touch Deluxe Model.
The latest machine features a full
10-inch writing line with a stand¬
ard width carriage. Refinements
of, design and a completely en¬
closed machine-back are intended
to result in quieter and easier op¬
eration. .<-/■

H:

New Haven Clock & Watch Co.

has borrowed $1,300,000 at 5%
from the First National Bank of

Chicago and $800,000 on a 4% de¬
mand note from the First National
Bank of Chicago and First Na¬
tional. Bank & Trust Co., New
Haven. Proceeds of the loans were

used to redeem . bank loans

amounting to $1,900,000 and to
strengthen the working capital
position. , ;

* !i:

Yale & Towne Manufacturing Co.

has opened a new plant in Phila¬
delphia with a total floor space of
775,000 square feet. The former
plant in the area has been sold.
Mr. Carey, President, has esti¬
mated 1948 earnings at about $4.10
per common share. Sales for the
year were a little over $62 million
and there is a normal backlog of
orders on hand of about $12—
equal to 2Vz to 3 months produc¬
tion at present levels.

$ !>!

New England Transportation Co.,
a bus subsidiary of New York,
New Haven & Hartford, has beeh
authorized by the Connecticut
Public Utilities Commission to in¬
crease its fares 10%' on eight of
its 13 bus routes in the state. /:A

Stockholders of Segal Lock &
Hardware Company have sub¬

scribed to $152,500 6% convertible
debentures, due 1963, at $100. The
offer, which became effective
April 12, 1948, has been amended
and: the remaining $1,847,500 of
debentures has been withdrawn.

Electric Boat Company has an¬

nounced that its Elco Division was

producing a scaled down fully au¬
tomatic bowling alley, which "will
be publicly introduced early in
1949. The alley will be 18 feet
long and 26 inches wide, including
the i mechanism. The product,
which is the company's first step

in the amusement field, is expect¬
ed to sell around $1,100 to $1,200.

. /■-' * ' * 1 * ■ /■•;/;.7
A The SEC has announced that

Hartford Gas Company is no

longer to be considered a subsid¬
iary of United Gas Improvement
Co., United Corp, or Connecticut
Gas & Coke Securities Co. Within
the p'ast year several blocks of
stock have been distributed or

sold to the public.
* * *

I Allerton F. Brooks, President of
The Southern New England Tele¬
phone Company, has reported to
the stockholders that the com¬

pany's net earnings for 1948 were

approximately $8.85 per share
compared to $4.30 in 1947. During
1948 there was a net increase of

almost 45,000 telephones through¬
out Connecticut.

* * * A/AA
} Pitney-Bowes, Inc., filed a letter
of notification with the SEC on

Jan. 7, 1949, for 10,000 shares of
common stock for subscription un¬
der an employee's stock purchase
plan. Proceeds are to be used for
general working capital.

.\* ❖ *

i Bigelow-Sanford Carpet Co., Inc.
has recently announced price in¬
creases of 3% on woven carpets',
17% for felt-base "glamorugs."
The increase on woven carpets
was in addition to a similar in¬
crease, effective Sept. 1948.

Yale & Towne Manufacturing Co.
has announced the introduction of
a new line of gasoline-powered
fork trucks with a hydraulic lift
and using Chrysler Corp.'s -six>-
cylinder engine and fluid drive.

Cashiers Assn Receives

Slate for 1949 Officers
The nominating committee of

The Cashiers Association of Wall

Street, Inc. has presented the fol¬
lowing slate for officers of the
Association for 1949:

Joseph A. Costa of L. F. Roth¬
schild & Co., President; Raymond
Brode of Blair & Co. Inc., First
Vice-President; John J. Boyen,

Joseph McManus & Co., Second

Vice-President; Walter F.Sullivan,

Fitzgerald & Co. Inc., Secretary;
and Sam Minsky, Hardy & Co.,
Treasurer.

Officers will be elected at the

annual meeting of the Association
which will be held on Jan, 25 at

the Delmon Restaurant at 16 Lib¬

erty Street.

ir • ■■ • i
r; FIFTY-EIGHTH YEAR OF DEALING IN J

! CONNECTICUT I
I SECURITIES

Primary Markets
Statistical Information

a

CHAS. W. SCRANTON & CO.
... MEMBERS NEW YORK STOCK EXCHANGE

j 209 CHURCH STREET, NEW HAVEN 7, CONN,

j Bell Teletype—NH 194

| New Haven 6-0171 New York: CAnal 6-3662 Hartf'd 7-2269
I

New London •

Waterbury Danbury

PITTSBURGH SECURITIES TRADERS ASSOCIATION

The Pittsburgh Securities Traders Association will hold its annual

meeting and dinner on Jan. 31 at the Pittsburgh Athletic Association.
Guest speaker will be Edward H. Welch, Sincere & Co., President of

William G. Simpson Harry J. Steele Earl E. Sweitzer

the National Security Traders Association. An additional feature

will be a single and doubles match, by outstanding amateur badmin¬
ton players to be held in the gymnasium.., -Tickets are $5 for members
and $7.50 for guests. Reservations7may./be made with Earl E.
Sweitzer, E. E. Sweitzer & Co., Secretary of the association.

The slate presented by the nominating committee on Dec. 8 is

being resubmitted for the election,) since unforeseen circumstances
prevented the annual meeting ,when originally :schedu]Led.v ( Nominated
for Officers and directors for the'fiscal/year«1949 Were/ - ^ -. ■" '

•President: William G. Simpson, H. M. Byllesby & Co., Inc.
Vice-President: Harry J. Steele, Fauset, Steele Co.
Treasurer:-Frank M^ Tiernan, Jr., Preston, Watt & Schoyer.
Secretary: Earl E. SwfeitzerAE. E. Sweitzer & Co.
Directors: John D. Ballard, Hemphill, Noyes & Co.; Richard

Everson, Reed, Lear & Co.; and; George E. Lestrange, Arthurs,
Lestrange & Klima, the retiring-President. - -A

N. Y. Trust So, Reports Gain in Interest on Loans
John E. Bierwirth, President of the bank,, tells shareholders, despite '

greater operating income, increased .costs and lower return on bond
holdings together wtih high reserve requirements, cut net earnings n <

slightly.

Addressing the New York Trust Company stockholders annual
meeting on Jan. 12, John E. Bierwirth, the President, asserted "we are

approaching this year without a firm conviction as to what will hap¬
pen," but later in the proceedings he expressed the view that loans
are not likely
to increase

during the
year, and in¬
terest rates

will remain

stable, so he
based his
views on <the
uncertain out¬

look on un-

p r edictable
Federal

legislation.
R eporting

on the bank's
0 p e r ations,
Mr. Bierwirth
reveals that
the adverse influences on 1948

earnings were increased operating
costs which were up almost $400,-
000, a reduced interest income by
possibly $270,000 because of
shortening of maturities in the

John Bierwirth

bank's bond portfolio and higher
reserve requirements' which cut
earnings by about $200,000 after
taxes. However, the gross oper¬
ating income of the bank in 1941
was increased from $11,224,671 ir
1947 to $11,586,922, largely as a
result of a better than $1,COO,OOC
gain in interest on loans and dis¬
counts.

According to the report, the
average rate of interest earned on
loans in 1948 was 2.20%, com¬

pared with 1.99% in 1947.
The average maturity of gov¬

ernments as of Dec. 31, 1948, was
23 months, compared wtih 36
months a year earlier, while
average return in 1948 was 1.34%,
compared with 1.51% in the pre¬
vious year. The bank charged
about $1,000,000 of amortization
of premiums on bonds against
earnings in 1948.

Connecticut Coverage
For over 40 years we have initiated and participated

in financing of Connecticut industrial, bank,

insurance, arid public utility companies.

PUTNAM & CO.
Members of the New York Stock Exchange

7;7 Associate Members of the New York Curb Exchange

6 CENTRAL ROW, HARTFORD 4, CONN.

/-A//;''-'. I Telephone 5-0151 7
> Branch Offices: New Britain and Middletown . ,

BOSTON—Enterprise 1540 :./.••... './••:
NEW YORK—CAnal (5-1255—Enterprise 6350

. . kw-v -' Bell Teletype: Hartford 564

Beyond 1949
(Continued from page 7)

cialism or what politicians refer
to as the "common good."
The second fact is that taxation

is slowly but insidiously destroy¬
ing the free ' enterprise system.
This because the middle and up¬

per income persons who consti¬
tute the bulk of the investors do
not have sufficient funds after
taxes to even maintain our na¬
tion's productive and service fa¬
cilities; 1929 saw 102,578 persons
with a net income of $25,000 or

more, which left a total net after
taxes of $7,261 million to be used
for living, savings , and invest¬
ment. ■ Government, tax experts
estimate that fhere were 174,200
persons with incomes of $25,000
or more in 1948, but the total net
after taxes is only $4,812" million.
Thus there is at least 50% less in
potential investment, dollars to
maintain an economy which in
dollars is 2Vz times larger than
1929.

To make up this deficiency, cor¬
porations have retained a larger
portion .of earnings, but now in¬
creased corporate taxes, penalties
for non-payment of dividends or

premiums for payments, with in¬
creased ^individual taxes for the
900,000 persons in the middle and
upper income brackets can only
result in enlarging the deficiency
with ultimate government own¬

ership of productive and service
enterprises.":A'• >./■• *

Is there any solution? Is there
any way to divert or reverse this
trend? The Republican, the poll¬
sters and the naive still think, as
for the past 12 years, that the
people will come to their senses.
The cold truth is that to most peo¬

ple the more sensible thing is to
live well today and let the fool
-Capitalist"worry about" tomorrow.
Thus, if there is a solution it lies
in the teaching of the majority to
work and receive high rewards, to
save and thus gain the privilege
of investing in American free
productive enterprise. Far too
much emphasis today is on sav¬

ings of a non-productive nature
such as so called "investing" in
Series "E" bonds. It is the real

investing by the many in the
media of production that creates
jobs and real wealth and will
preserve the real America.

Miss Lohrman Engaged
The engagement is announced

of Miss Margaret Helen Lohrman,
daughter of Mr. and Mrs. Wnj. E.
Lohrman of Woodhaven, L. I., and
Schroon Lake, N. Y., to Mr. An¬
drew Breen Myers, son of Mr.
and Mrs. Andrew Myers, Sr. of
Elmhurst.

Miss Lohrman is a graduate of
St. John's College, and did grad¬
uate work at Fordham Graduate
School. She is a second-year stu¬
dent at New York Medical Col¬

lege.
Mr. Myers, a graduate of Ford-

ham College, is an instructor
there. An army veteran, he served
overseas with SHAEF. He is com¬

pleting work for a Doctor of
Philosophy degree from Column
bia Graduate School.

TlFVT BROTHERS
Members New York and Boston Stock

Exchanges

Associate Members New York Curb
Exchange

Primary Markets in

Hartford and

Connecticut Securities

Hartford 7-3191

New York:

BArciay 7-3542

Bell System Teletype: HF 365
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Public Utility Securities
By OWEN ELY

Niagara Hudson Power
Niagara Hudson Power on Dec. 16 filed with the SEC an amend¬

ed recapitalization plan, which is contingent on a merger of the
three principal operating subsidiaries — Buffalo Niagara Electric,
Central New York Power and New York Power & Light.. The merger
had been approved by'the New York Public Service Commission
Sept. 29. As of Dec, 1, Niagara Hudson Power's capitalization was
as follows:. ■* J/.''.

Notes payable to Banks (due 1948-1950) ^_______$20,000,000
5% First preferred stock, 378,875 shares ^ 37,887,500
5% Second preferred stock, Series A, 90,281 shares__ 9,028,100
5% Second preferred stock, Series B, 15,649 shares__I___ 1,564,900
Common stock $1 par 9,580,988V2 shares 9,580,988
*Class B Warrants

'•"To buy 1 1/6 shares of common stock at $50.

j Under the new plan the merged operating company would ex¬
change its preferred stock for the several preferred stocks of the
merged companies, under court order.. The common stock would
consist of 1,939,220 shares of Class "A" stock and 7,473,172 shares of
common stock, neither having any par value. The Class "A" would
in effect be a second preferred stock, with cumulative dividends
of $1.20 per annum. It would be convertible into 1 1/10 shares of
common stock in the first three years after the effective date of the
plan, and one share of common in the next three years, after which
the conversion privilege will terminate. It would be callable after
three years at $26,875. The holding company's present first and
second preferred stocks (which are considered to have practically
equal investment standing new that all arrears have been paid up)'
would be exchanged for the operating company class A stock on a
four for one mandatory basis. The common stock would be exchanged
on the basis of .78 share of new stock for one share now outstanding
as soon as the present bank loan of Niagara is paid off. If earnings
continue at the level of recent years, the bank loan would be paid
off in about two years and the distribution would then be made.
However, holders of Niagara Common would have the option of
obtaining the distribution sooner by paying up their pro-rata share
of the bank loan. As of Feb. 1, 1949, this payment would amount to
about $2 per share of present Niagara common. -But about a year
would probably be required to obtain approval of the plan by the
SEC and by a federal court and to put the plan into effect. But that
tim.e, the necessary payment would be down to $1 per share, it is
estimated. No provision is made in the plan for the warrants.

The new common stock of the operating company would initially
be unlisted but at an appropriate time would be listed on the New
York Stock Exchange. /

- / The new operating company and its subsidiaries, after substan¬
tial write-offs and increased depreciation reserves as required by
the New York Commission, as of Oct. 31, 1948 had (pro forma) a
net plant account of $371,000,000 and miscellaneous investments of
about $13,000,000. The depreciation rate was 31% of gross plant
account, an unusually high ratio reflecting application of the accrued
straight line accounting policy (in accord with the ideas of Chair¬
man Maltbie of the PSCJ. The capital structure (consolidated) was
as follows:

Long Term Debt $194;000.000 49%
Preferred Stock 80,000,000 20
Class "A" and Common Stock and Surplus 121,000,000 31

'

$395,000,000 100%

Since the class "A" stock has no par or stated value, it is diffi¬
cult to estimate its position in the capital structure. If it be given
an arbitrary valuation of $25 a share (equating it to the $100 par
value of the old preferred stocks) the outstanding amount would be
$48,480,500. On this basis the 31% common stock equity ; could be
re-allocated as 12% for the class "A" and 19% for "plain" common.

The new plan was modeled somewhat after the recap plan of
Public Service Electric & Gas which became effective last July, and
Hie older one of Philadelphia ,Electric, both of which worked out
difficult problems successfully. It may be of interest to compare
the capital ratios of the three companies:

Preferred Stock

*Preference Common
Common Stock and Surplus
r after write-offs

Niagara
Hudson

. 49%

. 20

.
. 12,

. 19

Pub. Serv. Phila. Electric
E. & G. At Issuance Current

57%

$ §
34

9

51%
-7

12

30

',51%
-16 ■

29 j

Total 100% 100% 100% 100%

"Taken at $25 a share for Niagara Hudson and Philadelphia Electric, and
at $26.50 for PEG (equal to $100 per share for former preferred stocks of
P. S. Corp. of N. J.)

$A proposed issue of preferred stock in 1948 was postponed. !

It is difficult to compare the three issues with respect to overall
coverage of fixed charges and preferred and preference dividend
requirements. Earnings for Public Service Electric and Gas are esti¬
mated on a pro forma basis for the calendar year 1948 at somewhere
around $2 a-share on the common stock. But on a more normal earn¬
ings basis $2.25 might be estimated for 1949 and on this basis coverage

of the senior securities would approximate 1.7 times. Philadelphia
Electric for the 12 months ended Oct. 31 showed coverage of about
2.5 which might be slightly reduced on a pro forma basis. A pro

forma earnings statement for the 11 months ended Nov. 30, 1948 for
the Niagara Hudson operating company shows an overall coverage

for the class "A" stock of'2.2; for the same period in 1947, which
was a more normal year based on hydro-electric operations, cover¬

age was 2.4.
Public Service Electric & Gas $1.40 preference stock sells cur¬

rently around 27 to yield 5.2%, while Philadelphia Electric $1 pre¬

ference around 24% yields 4.1%. Neither stock is currently much
affected marketwise Joy the conversion privilege. Niagara Hudson

when issued, might be expected to sell initially on a yield basis
somewhere between the other two issues, perhaps on about a 4.8%
basis. This would mean a price of about 25, which would give the
old preferred stockholders $100.

Where would the new common stock sell? Based on 1948 esti¬
mated earnings the new stock might not earn more than $1.65, but
with recently improved hydro-electric conditions and efficient new
generators in operation, earnings of $1.75-$2.00 appear possible in
1949 (pro forma basis). Recent November and December earnings
improved considerably over the same months, in 1947. The initial
annual dividend rate is expected to be $1.40. With this dividend,
the stock on an 8% basis would sell at 17%, on a 7% at 20, and on a

6% basis at 23. Under present market conditions an initial yield
around 7% might be estimated, or a price of 20. Seventy-eight per¬
cent of this value, minus a $2 optional payment, would bring the
estimated break-up value for the present common stock to a little
below 14, compared with the current price around 8.

However, the nefa common stock would be of high quality in
view of the conservative property and depreciation accounts and the

good capital structure. With seasoning it might be expected even¬

tually to sell on a 6% basis at 23, in which event 78/100ths of a share
would be worth about 18. The $2 payment would probably be elim¬

inated during the process of seasoning, through application of
earnings.

G. R. Rice Now Is With

Beyer-Rueffel & Co.
(Special to The Financial Chronicle)

DAVENPORT, IOWA—George
R. Rice has become associated
with Beyer-Rueffel & Co., Kahl
Building. Mr. Rice was formerly
Rock Island, 111., representative
for Bl.yth & Co., Inc.

With Eaton & Company
(Special to The Financial Chronicle;

SPRINGFIELD, MASS. — Rob¬
ert A. Blakeslee is associated
with Eaton & Company, Inc., 24
Federal Street, Boston. In the
past he was associated with Esta-
brook & Co.

. Perkins & Co. Adds
(Special to The Financial Chronicle)

'BOSTON, MASS.— Charles W.
Healy has been added to the staff
of Perkins & Co., 31 Milk Street.

PUBLIC SERVICE CORPORATION OF! NEW JERSEY \
• ■ •" - J... '.\/A J ! J./.

PUBLIC SERVICE ELECTRIC AND GAS1 COMPANY
.. M \. -,'v ' A

SOUTH JERSEY GAS COMPANY

Notice to All Holders of the Following Securities: ,

PUBLIC SERVICE CORPORATION OF NEW JERSEY

6% Perpetual Interest-Bearing Certificates 6% Cumulative Preferred Stock
8% Cumulative Preferred Stock $5 Cumulative Preferred Stock

7% Cumulative Preferred Stock Common Stock

PUBLIC SERVICE ELECTRIC AND GAS COMPANY f

Scrip for 6% Debenture Bonds due 1998 V

Scrip for $1.40 Dividend Preference Common Stock

SOUTH JERSEY GAS COMPANY

Scrip for Capital Stock

The securities listed above will become void unless sur¬

rendered prior to July 1, 1953, in exchange for the securi¬
ties of Public Service Electric and Gas Company or South
Jersey Gas Company, or both, to which the holders thereof

■ •are entitled pursuant to the order dated March 19, 1948,
of the District Court of the United States for the District
of New Jersey enforcing the Final Amended Plan for the
dissolution of Public Service Corporation of New Jersey
under the Public Utility Holding Company Act of 1935.
The Plan became effective July 1, 1948.
All securities of Public Service Corporation of New

J Jersey surrendered must be accompanied by a duly exe-
Z cuted letter of transmittal. Instructions to holders of such

securities and forms of letters of transmittal have been

mailed to the holders of record of all such securities. Addi¬
tional copies of such instructions and letters of transmittal

• will be furnished on request addressed to Public Service
Electric and Gas Company, Treasurer's Department, 80
Park Place, Newark 1, N. J., or to J. P. Morgan & Co.,
Incorporated, 23 Wall Street, New York 8, N. Y„ or to
The Philadelphia National Bank, 421 Chestnut Street,
Philadelphia 1, Pa., in the case of stocks, or to Public Ser¬
vice Electric and Gas Company, Treasurer's Department,
80 Park Place, Newark 1, N. J;, or to Federal Trust Com¬
pany, Corporate Trust Department, 24 Commerce Street,
Newark 1, N. J., in the case of Perpetual Interest-Bearing
Certificates. 1 • V.

scrip for $1.40 dividend preference common stock

of public service electric and gas company in

amounts entitling the holder to one or more full shares
of $1.40 Dividend Preference Common Stock of Public
Service Electric and Gas Company should be surrendered

Newark, New Jersey
January 17,1949.

for full shares in accordance with its terms to Public Ser¬
vice Electric and Gas Company, Treasurer's Department,
80 Park Place, Newark 1, N. J.
scrip for capital stock of south jersey cas com¬

pany in amounts entitling the holder to one or more full
shares of stock of South Jersey Gas Company should be
surrendered for full shares in accordance with its terms to

The Philadelphia National Bank, 421 Chestnut Street,
Philadelphia 1, Pa.
scrip for 6% debenture bonds of public service

electric and gas company should be exchanged for
$100 Bonds or multiples thereof or surrendered for pay¬
ment of principal amount without interest in accordance
with its terms to Federal Trust Company, Corporate Trust
Department, 24 Commerce Street, Newark 1, N. J.
Orders, on the form which will be furnished on request,

addressed to Public Service Electric and Gas Company,
Treasurer's Department, or Bankers Trust Company, to
buy or sell scrip for Capital Stock of South Jersey Gas
Company and for the $1.40 Dividend Preference Com¬
mon Stock of Public Service Electric and Gas Company
will be executed iLaddressed to Bankers Trust Company,
Corporate Trust Department, 16 Wall Street, New York
15, N. Y., prior to July 1, 1949.
No interest or dividends for the period after July 1,

1948 will be paid on the securities of Public Service Cor¬
poration of New Jersey. No interest or dividends are pay¬
able on the scrip above described. Interest or dividends
for the last six months of 1948 will be paid on all securities
(except scrip) of Public Service Electric and Gas Com¬
pany delivered on such exchanges.

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

i

\ \

By
GEO. H. BLAKE

President
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$SttlES

Prospectus upon request from
your investment dealer, or from

NATIONAL SECURITIES &

RESEARCH CORPORATION

120 BROADWAY, NEW YORK 5, N. Y.

Bullock Fund, Ltd.
Dividend Shares, Inc.

Nation-Wide Securities Co.

Investment
Dealers or

CALVIN BULLOCK
Established 1894

HUGH W. LONG & CO.

>> K( VV Y C •

eystone

G!ustoJian i

JuncLs
Certificates of Participation In

INVESTMENT FUNDS

investing their capital

IN

BONDS

(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K.1-K2)

COMMON STOCKS
.! • * (Series S1-S2-S3-S4)

PmsrHviwi from

your local investment dealer or

Tlie XCeystone Company,
ol Boston

50 Congress Street
Boston 9, M-assackusettS

By HENRY HUNT

A Three-Way Selling Plan
For the past three years, "Zan" Campbell of Bluefield, West

Virginia, has been quietly building up a retail selling organization
which, to our knowledge, is unique in its offerings. Known as
Pioneer Enterprises Inc., its sales representatives are all "triple
threat" men with life insurance, annuities and mutual funds to oifer
their clients, a combination that truly affords a complete invest¬
ment program. Pioneer Enterprises does not confine its mutual fund
recommendations to the issues of any one'sponsor. Currently they
are selling 17 different funds sponsored by seven separate manage¬
ments.

In three years, $5 million of mutual fund shares and $10 million
face amount of life insurance and annuity contracts have been placed.
Current aggregate rate of production is at $15 million annually.

, An increasing number of men, both those experienced in the in¬
surance or investment business, and those inexperienced in either,
lave been attracted to Pioneer, realizing that instead of one man
landling insurance, another annuities, a third investments, and so on,
jhey could make far more money if they were not biased in favor
of any of these plans. . "

Today the field is opening up more than ever. For Pioneer was
at first a local enterprise, confined until November, 1948, to Virginia
and West Virginia. Late in the year, Tennessee was included in the
pioneer field. Currently, operations are beginning In North Caro¬
lina > Kentucky, Ohio, Pennsylvania, Maryland, and the District of
Columbia.

It could well be that Mr. Campbell and his associates are blaz¬
ing a trail that will be followed by others in the not distant future.

Success Story
"A securities salesman gave a talk to a fraternal organization in

a mining town. A miner there wanted to know more about Mutual
Funds. He asked the salesman to call at 8:30 Sunday morning at his
home 35 miles away. In spite of the distance, the salesman called
and was given $8,800 in cash to buy Wellington shares. The salesman
was curious to know why the miner wanted to see him so early
Sunday. The miner answered, 'I don't want my neighbors to know 1
have so much money'."—From a Wellington Fund bulletin.

Mr. Rubin Predicts

"Forecast—The price range of the Dow-Jones Industrial Stock
Average in 1949 will be moderately below that of 1948.

"Reasoning—It may logically be reasoned that since stocks have
already declined so much, and for so long a time, in the face of
rising earnings and dividends, they have already discounted a con¬
siderable recession. It is equally logical to point out that there is
more ,'value' in the form of new plant and equipment behind the
price of the average stock than has been true for many years, if
aver before. It is significant, too, that prices of other forms of prop-
arty have enjoyed very substantial advances; that stocks seem to be
one of the cheapest forms of property available. But it is difficult
to defend the proposition that stocks will advance in price at the
particular time when earnings are tending to decline. This could
happen if there were some dynamic favorable change in the trend
of world events, or if domestic political problems proved importantly
less troublesome than is currently anticipated. Under such condi¬
tions, even somewhat lower earnings could support a higher stock
price structure. Moreover, inflationary monetary pressures probably
will some da.y reflect themselves more decisively in stock prices.
But for a further intervening period, it is the better guess that an

important rise in stock prices will be held in abeyance.. Meanwhile,
jood grade stocks will continue to provide satisfactory incomes and
probably do not contain extreme price risks for the coming year.
For the longer term, stocks still seem to offer important opportunities
for price appreciation."—By Edward P. Rubin, President, Selected
American Shares Inc. of Chicago.

Dollars With a Destination
"So many investors—as they plan and work to build up their

savings—lose sight of the real reason jvhy they save. Savings dol-
ars are generally hard earned dollaip;;jthey often represent sacrifice'

Prominent Personalities
(Second of a Series)

HERBERT R. ANDERSON

Exec. Vice-President Distributors Group

When a dealer who didn't know Herb Anderson met
him recently, the out-of-towner, feeling for an opening,
remarked: .. ■

"I understand you're a Harvard man, Mr. Anderson?"
"No," replied Herb cordially, "I ;

drove a truck."
. .. For various reasons, including Herb's
slim, well turned-out appearance, this
statement must have been surprising.
Actually, the trucking venture was a
brief phase in his life. Although Herb
came from a family which was in no
way connected with farming he, alone of
the seven children who composed the
Anderson menage, decided * to be a
farmer. His transition from farm to in¬
dustry in the middle '20s was no more
abrupt than his move from industry to
finance. Some lurking spirit of ad¬
venture prompted him, recently married
and with a new-born son, to leave
Lamont, Corliss & Co. for a job that
paid just half as much in the securities
business—just three weeks before the '29 crash.

Picking up the pieces, Herb began a long trek back that
culminated when, with Kenneth S. Gaston, he took over a
controlling interest in Distributors Group, Inc., in 1938.
Frank L. Valenta entered the picture the following year, and
this triumvirate, functioning as a partnership within a cor¬
porate form, still determines D. G.'s destinies.

With Anderson and the turn of events highly favorable
to the move, D. G. began to concentrate on mutual funds as
soon as this trio took over. Underwriting was stopped in
1939, trading in 1940, the latter policy change being espe¬
cially conspicuous because D. G. had one of the largest
trading rooms in the Street. The policy continues — and,
according to Herb, the less D. G. ever sees of underwriting
or trading again, the better. •

While Herb's technical knowledge and ability are well
recognized, he is definitely an all-around fund man. He is
also a man with a keen sense of humor. Ask him to tell you
the limburger cheese story the next time you see him!

Asked for his views as to the future of the mutual fund
business, Herb said, "perhaps the best answer to that is to
express my sincere hope that my son will enter the mutual
fund business when he leaves college."

Herbert R. Anderson

THE LORD-ABBETT

investment companies

' IT N
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AMERICAN BUSINESS SCARES, INC.

AFFILIATED FUND, INC.

UNION BOND FUND

Prospectuses on Request

Lord, Aimi/rr & Co.
I NCURPORATED

63 Wall Street, New York

CHICAGO NEW ORLEANS LOS ANGELES

and denial. Yet, at the same time, they reflect the hopes, the desires,
che glials of their owners.

"That is the reason why investors who know clearly why they
save, avoid the narrow channel of thinking of their savings only
in terms of dollars. Rather, they visualize what these dollars can do
for them—now and in the future. Theirs are undeniably DOLLARS
WITH A DESTINATION.

'■Think, for just a moment, about the destination you have in
mind for your dollars. Are, you thinking in terms of how they can
provide for you a 'peacelofAmind' .investment which" will retprn a
reasonable and regular income?. Do you visualize their part in
your years of retirement-^a.time when,.free from worries, you cajl
erijoy the things you've always-wanted to do? Do you see your
savings as the firm foundation of an estate for your family—an estate
that may be preserved and passed on to those who follow you? '?Or
do you envision your savings in terms of an education—a start in
life—for a Bobby or a Mary? Hv

"If you see that these and similar purposes—and not merely
the accumulation of dollars—are the real objectives of savings, then
you will realize how important it is that prudence and experience
must guide your investment.

"Prudent investing, however, is more than just safekeeping.
Dollars placed in a lock box are safe—but, because they have
not been hired out or put to work, they are unproductive. The pru¬
dent investment of savings, moreover, is never an easy task. It has
always demanded the 'know how' which comes from understanding
and experience."—From a George Putnam folder. , .XX •"

WELLINGTON

<$► FUND

'
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Koller and Ghegan ;
With Dreyfus & Go.
Dreyfus & Co., 50 Broadway,

New York City, members of the
New York Stock Exchange, an-

Frank H. Koller, Jr. A. Kingston Ghegari

nounce that Frank H. Koller and
A. Kingston Ghegan have become
associated with the firm. Mr. Kol¬
ler will be manager of the indus¬
trial trading "department and Mr.
Ghegan will be manager of the
bank & insurance department.
Both were formerly with Scha-

fer, Miller & Co. Prior thereto
Mr. Koller conducted his own in¬
vestment firm and Mr. Ghegan
was with Ira Haupt & Co.

William G. Brandis to

Open Own Inv. Offices
William C. Brandis is opening

offices at 25 Broad Street, New
York City to engage in a secur¬
ities business. Mr. Brandis has
been a partner of Wm. L. Burton
& Co. with which he had been
associated for many years.

Two With Arnold, Cassidy
(Special to The Financial Chronicle)

LOS ANGELES. CALIF.—Rob¬
ert Beckley and Charles A. Kent,
both formerly with Pearson, Rich¬
ards & Co., are now associated
with Arnold, Cassidy & Co., 448
South Hill Street.

Paul B. Lee & Co.
BROOKLYN, N. Y. — Paul B.

Lee has formed Paul B. Lee &
Co. with offices at 635 Vermont
Street, to engage in a securities
business.

Government Should Facilitate, Not Operate,
Industry—Truman's Economic Adviser Declares
Dr. E. G. Nourse, at Forum, asserts belief in free enterprise provid¬
ing it is competitive. Calls on business, agriculture and labor to
scale down demands and expresses view that economic activity this

year will about equal 1948 level.
•

. V "
. •

"Government should draw a clear line in abstaining from operat¬
ing and managerial functions, and remain a facilitating agency," was
the personal conviction expressed by Dr. Edwin G. Nourse, Chairman
of the Council of Economic Advisers last week. This statement of
principle by ^

the Nation's
"Econ o mic
Chief'' was

qualified by
the accom¬

panying ob¬
servation that
in order to

safeguard
"the free
c omp etitive
enterprise—
and I empha¬
size the word

'competitive'
—which the

majority of
our people are , :
surely unwilling to abandon, the
government must fill in when
private industry does not have the
resources and the imagination."
Dr. Nourse's remarks were

made Jan. 15 at the Harmonie
Club .of New York City, during a
forum on "1949 Business Issues,"
at which Richard Goldsmith, Pres¬
ident of the club and board chair¬
man of the B-G Corporation, pre¬
sided, and A. Wilfrey May,
Executive Editor of "The Com¬
mercial and Financial Chronicle,"
was the moderator.

Edwin G. Nourse

Calls for Tri-Partite Sacrifice

The Council Chairman stressed
the need for equal contributions
to the public welfare by the busi¬
nessman, the farmer, and the
laboring man, if a satisfactory de¬
gree of economic activity is to
continue. "Business must accept
lower profits, which in some cases
are at unwarranted levels; the
farmer's subsidies must be kept
at realistic levels; and labor is
facing very serious decisions re¬

garding the scaling-down of its
demands so as not to price itself
out of tho market," Dr. Nourse
declared. Further, regarding the
labor outlook, he explained that
he appreciated the political fac¬

tors obstructing statesmanlike in¬
tentions on the part of labor
leaders.

The 1949 Business Outlook

Business during this year should
be only a little below 1948—set¬
tling somewhere between an in¬
flated boom peak and a dperession
trough—in the opinion of the Ad¬
visers' Chairman. Such expecta¬
tion, however, has to be qualified
by assuming absence of war or

crop failure; and that we handle
our affairs intelligently. A mani¬
festation of the latter is to have
the fortitude to create a budget
surplus in good times to compen¬
sate for deficit financing during
depression, of which deficits he is
not at all afraid.

.

Method of Policy-Determination
* v. Explained ' • ■

The technique of formulating
policy proposals was explained at
great length by the speaker, to
help clarify the widely-held con¬
fusion over the ways in which the
President, his Council, and the
legislative arm of the government
function.
He explained that the Council

functions as a body of experts
passing up the economic facts and
data to the President without re¬
gard to the political connotations
and retaining the wedge between
the two categories of elements in
any situation. Thus we uphold
the, political framework of our

democratic political system and
conform to the ideas of the found¬

ing fathers. The President vir¬

tually says: " 'Bring me the eco¬

nomics; and then I'll decide what
is good for the country as a

whole, on the basis of the major¬
ity's interest,' thus following
America's traditional Town Hall

meeting system," declared Dr.

Nourse. V | VI

This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these
Shares." The offer is made only by the Prospectus.

1,265,255 shares

STANDARD OIL COMPANY
(Incorporated in New Jersey)

capital stock

($25. Par Value) .'hys-

in exchange for

international petroleum company, limited
common stock

(without nominal or par value)

Standard Oil Company is offering, until 3 P.M. January 31, 1949, 1,265,255 shares of its
Capital Stock in exchange for Common Stock (without nominal or par value) of International
Petroleum Company, Limited in the ratio of 3 shares of Capital Stock of Standard Oil Company for
20 shares of Common Stock of International Petroleum Company, Limited. The terms of the ex¬

change offer are set forth in a Prospectus, dated June 11, 1948, copies of which are obtainable from
GUARANTY TRUST COMPANY OF NEW YORK, 140 Broadway, New York 15, New York,
or MONTREAL TRUST COMPANY, 61 Yonge Street, Toronto 1, Ontario, Canada, who are
acting as agent and sub-agent, respectively, for the purpose of effecting the exchange.

STANDARD OIL COMPANY,
- -

. Eugene Holman, President.

Rohm & Haas Common
Priced $41.25 Per Sh.
Kidder, Peabody & Co. and

Drexel & Co. jointly headed an
investment banking group which
offered publicly Jan. 19 197,697
shares of common stock of Rohm
& Haas Co. at a price of $41.25 per
share. The shares, representing
about 25% of the common out¬
standing, were awarded to the
group at a competitive sale Jan.
17 by the Attorney General of the
United States through the Office
of Alien Property. Before the
award, the Attorney General held
265,324 common shares vested by
the Alien Property Custodian in
1942 under the Trading with the
Enemy Act. •

The offering marks the first
public distribution of the com¬

pany's securities, which have been

closely held by family interests
since the founding of the business
in Philadelphia in 1909. Rohm &

Haas Co. was incorporated in
Delaware in 1917 to take over the

business, and is now engaged in

the manufacture and sale of a di¬
versified line of chemical prod¬
ucts. M , ,

Sylvester M. Scott, Jr.
Joins J. Barth & Co.

(Special to The Financial Chronicle)
LOS ANGELES, CALIF.—Syl¬

vester M. Scott, Jr. has become
Associated with J. Barth & Co.,
210 West Seventh Street. He was
formerly with Blyth & Co., Inc.
In the past he was a partner of
Gilholm, Scott & Co., and was
with Chase Harris Forbes Corp.

Donald L. Tiffany Opens
SYRACUSE, N. Y.—Donald L.

Tiffany has opened offices in the
State Tower to conduct an invest¬
ment business. Mr, Tiffany was
formerly with Carl M. Loeb,
Rhoades & Co.

Fosham Corp. Opens
BALDWINSVILLE, N. Y.—The

Fosham Corporation is engaging
in a securities business from of¬
fices at the New York Ordnance
Works.

Republic of Chile
Service of Bonds of the External Debt

The Caja; Autonoma de Amortizacion de la Deuda

Publica, in accordance with the readjustment plan for
the service of the external debt approved by Law No. 8962
of July 20, 1948, and published in New York on Decem¬
ber 7,. 1948, annoui^es that holders of bonds in dollars,
pounds sterling and Swiss Francs of the direct and indirect
external debt of the Republic and the Municipalities cov¬
ered by Law.Jso. 5580 and wjiich assent to the new plan
under the aforesaid Law No. 8962, will be paid interest
for the year 1948*at the rate oj <lji% of the principal
amount of the bonds. •/

. The following principal amounts of bonds were amor¬

tized during the year 1948 with the sum of US$2,531,000
assigned under the aforesaid Law No. 8962 for amortiza¬
tion: £1,260,000, US$5,577,000 and Swiss Francs 1,058,-
500. These bonds were retired frdm circulation. .

After making these amortizations the balance of prin¬
cipal amounts of bonds of the external debt was as fol¬
lows: £22,723,382, US$125,685,000 and Swiss Francs
106,677,100. .

The Caja Autonoma de Amortizacion de la Deuda
Publica, in accordance with the provisions of Article 3 of
Law No. 8962, also announces that holders of bonds of
the external debt which assented to the plan of service of
old Law No. 5580 and which do not accept the new plan
under Law No. 8962, will be entitled to receive for the
year 1948 interest at the rate of $11.09 per $1,000 bond,
as a result of the application of fifty per cent (50%) of
the following revenues to the service of such obligations:
Participation in the profits of the Corporacion de
Ventas de Salitre y Yodo of Chile US$4,884,118.20

Share in the taxes on income of the 4th category
of copper companies 339,416.46

Share in tax on importation of petroleum for the
nitrate industry (Article 7th of Law No. 6155
of January 6, 1938) 78,781.55

Share in tax on importation of petroleum for the
copper companies (Article 7th of Law No. 6155
of January 6, 1938) . 85,022.28

US$5,387,338.49
Holders, of bonds assented to Law No. 5580 will be

entitled to receive the aforesaid payment of $11.09 per
$1,000 bond on and after February 1, 1949, against pres¬
entation and surrender for cancellation of the two cou¬

pons corresponding to said payment, together with an
appropriate letter of transmittal, at the office of the
correspondent of the undersigned in New York City,
Schroder Trust Company, Trust Department,
48Wall Street, NewYork 5, N. Y. Letters of trans¬
mittal may be obtained at the office of said correspondent.

CAJA AUTONOMA DE AMORTIZACION DE LA DEUDA PUBLICA

AUGUSTO MERINO S.
General Manager

January 17, 1949.

PEDRO CASTELBLANCO A.
• President

I
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Business and Finance Speaks After the Turn of the Year

Herbert Abraham

herbert abraham
President, The Ruberoid Co.

Business in the building materials industry was good
in, 1948. It is still good, and the immediate outlook is
encouraging. During 1949, for example, new construc¬
tion is expected to reach a value of $18.75 billion, setting

a new dollar-volume record for
building activity, according to a re¬
cent announcement by the U. S.
Department of Commerce.
What the long-term future may

hold in store, ;of course, cannot be
foreseen. A perceptible slackening of
demand has been noted in certain
lines. There exist, however, in the
general construction field certain
potentialities which, in the absence-
of any unpredictable abnormal oc-;
vcurrences, can act as stabilizing
factors.

One of these factors is the con¬
tinuing need for additional housing.
Another is the huge backlog of

repairs and modernization work ac¬
cumulated before, during and since

the war. In this connection it may be noted that a
number of Ruberoid's more important roofing and siding
materials are particularly well adapted to repairs and
modernization and that about 60% of the company's sales
vblume is ordinarily in that field.
A third factor with favorable possibilities for the

future is seen in the intensified research activities and
extensive improvement programs which are being carried
on by numerous companies. r r-"". V-'-Li:- ■

Trained and experienced research staffs provided with
the most modern laboratory facilities may reasonably
be expected to develop new and improved products,
which will in turn help to stimulate the market. At the
same time, the further mechanization of equipment will
not only increase the volume of production,. but by
reducing unit costs will help to offset the increased costs
o£wages, raw materials, fuel and necessary services. .
<: I: i"::::'S'tv-'I: s c. allyn ; :
f President, The National Cash Register Company
The office equipment industry has enjoyed an excep¬

tional volume of business since the war. Immediately
following the end of hostilities, pent-up demand was an
important factor in this volume, but its influence has
been diminishing for some time. In¬
creased appreciation of the need for
mechanization i and its possibilities i
in reducing operating costs are cur¬
rently more importantd'actors in this .

high level of business. Tn our opin¬
ion, these factors will continue/to
favorably influence sales .in the
months ahead, , . . Y< v .

As we analyze sales in the office
equipment field in recent months, it
seems to us that the products of the
industry fall into two definite clas- •
sifications. The first covers those
products with a high convenience
value. - The second grouping includes
those with definite labor-saving ad¬
vantages, for which definite savings
in operatingy costs can be demon-
sti'ct'tcjci'^'' ~1 ■ 1'4 ,,f ''u V:'1' 1 ' *" ''' * ?■*'"''

I The demand for thisType of equipment has also been
stimulated by the current high level of wages, the 40-
hour week, overtime premiums, and the increasing re¬
quirements of Federal and State Governments for addi¬
tional records from business.. The reduction of costs has
been an important item in business management during
1948 and all indications point to the fact that it will be ;
increasingly important in the year ahead, which will
reflect (itself in the demand for these products. /.

: Production in the first group, or those products with a
high convenience value, is more or less current with
demand and deliveries are being made on what might
be considered a normal basis. As far as the second
classification is concerned, deliveries are being quoted ay
number "of months ahead, as a substantial backlog still
exists for this type of equipment. «] '. ,

The majority of the products of The National Cash
Register Company fall Within the labor-saving category, ^

for whjch demand still exceeds current production. For
example,, our annual sales olaccounting machines alone
since the war exceed the yearly sales of all our products
pre-war.;'' ■ v
Development of these products to meet the need of

new fields and increased coverage through a larger sales
organization have been important considerations in this
increase.

'Engineering and research have always been the key
to the progress of our company and we believe that the
program now being carried on insures a line of products
in the future which will meet the needs of business as
they develop. ,, .

Higher-grade cash registers are tending more and
more to be accounting machines. While fulfilling their
original functions of handling and protecting cash, pres¬
ent-day -models also supply a great deal of essential
business information as well. " ^ -

Incoming orders have shown no signs of falling ofL
December orders showed an increase of 11% over the
corresponding month in 1947. This month was previously
the largest December in the history of the company.

S. C. Allyn

H. L. Amber

'

.We anticipate a continuing demand, for .our products
'

in substantial- volume and, in view of the need which
exists, the ability of the product to meet it, and the
preparations which have been made from a selling stand¬
point, we look forward to a good year in 1949.

harrison L. amber
President, Berkshire Life Insurance Company ;

The business of life insurance is to sell dollars for
future delivery, therefore if there are plenty of dollars
available, we have always been able to depend on the
wisdom of the public to provide more adequately either

for their own old age or for de¬
pendents.

We believe that'the year 1949 will
"show a high level of business gen¬

erally. This should mean a- high
level of business for the- life insur¬
ance industry. More and more people
want more and more of everything.
Life insurance thrives in a society of
this kind of living standards.
. The year 1947 was an abnormal
year for the life insurance industry
but the year 1948 settled down to
about a normal production: for good
times. We anticipate the year 1949
will proceed at about the same pace
so far as the production of new busi¬
ness is concerned. ; - '

-

- V Perhaps the greatest blow to good
business in; 1949 would be a tax law that siphoned off so
much of the people's earnings that little is left for life
insurance and savings. Also another round of inflation
through increased prices of material and labor would
affect business because people's earnings never could".
keep up with living costs brought about by increased:
labor costsi Our people need to save through life insur¬
ance and other forms of savings for the, day when we
are not as prosperous as we are now. There is a greater
recognition of this fact than ever before. More and more
people are turning to life insurance as the best and
only means to provide for the future. : (
So far as the investment problem is concerned there

is some indication of a slight increase in the overall
returns on jour funds. The housing situation is still in a-

* critical state and a great amount of money will be
needed to finance homes for our people. It would
appear thajt the requirements for industrial expansion
reached their peak in 1948 and some leveling off in this
connection jean be expected in 1949. All in all we expect
1949 to be a normal year in our business; ]' t

edwin j. anderson v?
President, Goebel Brewing Company

'

In the brewing industry,. 1948 was especially signifi¬
cant as it was the first full year of unrestrained compe-

'

tition since! the war began. It was apparent in this.period
.that thoseibrewers who had maintained the quality of
their product and followed sound ". ; - ,

distribution methods during the war

years and postwar rationing period,
found themselves in a very favor-

. able competitive position..,, In fact,
many of these breweries have ex¬
panded their facilities and many
more will do so in 1949. / • ~

- Unfortunately, it is not only the,
breweries jwho followed unsound
practices who will suffer in the con¬
tinuing / postwar market. Several

'

smaller breweries confronted with
steadily increasing operation costs
and limited i volume closed their
doors in 1948, In\1949 it is possible
that many more will find themselves
in this situation. Larger breweries
are concerned over this trend as they ; ; . V
fully realize the important part small breweries play in
their local communities both from the standpoint of„
goodwill and stabilization. :: <' '■ ]},"*■{f'";!
It is my opinion that beer sales will continue at a

high level in 1949. The first nine-months figure for
1948, howeyer, showed an over all decrease in national
-sales of 1.6% and beer production declined 2.4%. As aC

• result, competition between larger breweries on both a
local and national basis is increasing. Advertising and

. merchandising programs will be expanded in 1949 and a
premium placed on aggressive salesmanship and closer
distributor!relationships. " ' -

; The brewing business has been foremost in resisting
high prices to the retailers and consumers. Figures that
I have in front of me show that since 1939 the price of-
corn has ripen 229%, rice 163% and other raw materials
in proportion. Yet the price of a case of beer "to "the

; consumer in the Detroit.market during that time has
. risen only 38%. When it is considered that the price,
of food rose 118%, it is indeed a remarkable record.
'

Nationally, breweries have been able to hold the line
on prices, however, only by substantial increases in sales -
volumes. As I pointed out, many breweries unable to
.maintain their sales position are in a serious condi¬
tion. Should raw materials and other costs further in¬
crease in 1949, it is difficult to" see how beer prices can
be held at their present low levels.
In 1949,; it will be increasingly important for the*

brewing industry to improve its public relations both
locally and nationally.* Every effort must be made to
prevent advertising and distribution controls that might
tend to dislocate an industry vital to the ; nation's
^prosperity*L t ' 7th" "TiT

Arthur K. Atkinson

Edwin J. Anderson

arthur k. atkinson
President, Wabash Railroad Company

■« At the end of 1947 we felt that we could predict, with,
reasonable certainty, a continuance throughout the ensu¬

ing year 1948 of an auspicious beginning already obvious
to leaders of industry. There were definite factors which,
in the absence of an 'upheaval then v '
nowhere visible on the economic ho-'
rizon, would seem to assure a sound
and widely diffused prosperity. Our
own expectations have been realized:

*

Wabash Railroad Company is ending
the year with a record of the largest
railway operating revenue and the
largest distributable income in a his¬
tory which well ante-dates the Civil
War. At least these are the results
shown by our books of account which
are our only guide but do not, un¬
fortunately, give effect to a new
element of latent uncertainty: the
economic dollar. How much of the
surplus income (that we are credit¬
ing in these books of account to
Profit and Loss) has been currently

- consumed by the accruing obligation to replace facilities
at indeterminably high cost levels is not even (to use a

> phrase of the late Joseph B. Eastman) "an educated
guess." ' , :
Other factors of unknown significance also enter into

a preview of 1949. There is a definite disposition on the
part of buyers to await sounder values than those re¬
flected by current inventories; and here and there there

• are evidences of curtailment in production—all of which
contributes to the slightly lower rail volume reported for
December as compared with levels of a year ago, al¬
though the predominant factor undoubtedly has been
trade disruptions growing out of the shutdown of our
seaports on both the East and West Coasts. A gradual

■; softening of prices, such as is already discernible in a
product as basic as lumber, may be expected in 1949 and
need not be viewed more seriously than as a movement*
toward the kind of stabilization that is devoutly to be
wished: stabilization at prices that will permit free ex¬

change of products in a free economy,
If it be true that as steel goes so goes the Nation's in¬

dustry—there being as yet no. indication of a let-up in
steel production' earlier than midyear—the outlook for
1949 by this test continues to be favorable for our rail
carriers. Moreover, our agricultural resources are cer¬
tain to be empioy ed to the limit in dealing with the prob*.

- lem of an adequate food supply for our neighbors over¬

seas; and here again the outlook for 1949 continues to be
favorable for our rail carriers.' •/,; -

So long as these two basic industries maintain full em¬
ployment there can be no economic reason for a major
recession but it would be the height of folly to close our
eyes to factors that are adverse.- *-

, Unsettled labor problems is one adverse factor that
should be squarely faced. The uncertainty of rate adjust¬
ments to offset higher wage levels is another factor that
should be appreciated in its full significance. The direct
effect of high wages, uncompensated by adequate rate
adjustments, is only a part of the impact. Wage increases

V in one industry spread to others and the indirect effect is
in the higher cost of every material and every supply

, item that is essential to the operation and maintenance
of a major railway property. In 1948 the capital expendi¬
tures of the Class I Carriers exceeded $1,250,000,000. The
repercussions of drastic curtailment of these expenditures
in 1949 would extend to many industries, .perhaps even

; into steel. But such curtailment must be expected in the
absence of assurances that ours is still a free economy

and that capital invested in industry, impressed with a

public use, will be accorded the protection it deserves.;
'

! The future is far from clear and while I may have
painted a picture of pessimism with no definite solution,
it will be the policy of Wabash Railroad Company to go

5. forward in 1949 in the confident belief that there will be

statesmanship to, solve the basic problems and that there
"will"be,"some way out."

frank a. bach

President, Fidelity and Deposit Company' of Maryland
The total volume of fidelity business written this

year should' be somewhat less than in 1948. This is
' because a great many fidelity risks, which were written

- on a three year term basis for the first time in 1945,
were renewed for a similar period — ! i' :: '
in *1948. Thus,, until new sales of

; this "coverage bring about better sta¬
bilization of volume, we can look
forward to one year of abnormally

- • large -fidelity-writings followed by
two years in which the writings of
that line will* be substantially less,
»but this form of coverage is being
constantly broadened and made
more attractive with no increase in
cost. It is our observation that busi¬
ness men in ever increasing number
^are coming to regard it as essential
to tne safety of enterprises which
they manage - and the demand for
it at prevailing attractive premium

- rates should accelerate through the

.gpmirig year.:}];/ .* J' ;• '
;UU Grfefat, activity in the construction field, particularly
! heavyConstruction and public buildings, continues with

n^ZContijiued^; pag«S;20)

Frank A. Bach
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Remember this figure: 900 million dollars. It's a lot ofmoney—but it's more than just money. It is an ex¬

pression of confidence and cooperation..

United States Steel is putting more than 900..million
dollars into plant improvements and additions to provide
the steel that America needs. This great postwar construc¬
tion program started out as a half-billion-dollar project.
It's nearly double that now. And better than two-thirds
of the program has been completed.

.Meanwhile, the plants of United States Steel are run¬

ning at capacity, breaking peacetime production records.
Never before has there been so much constructive de¬

mand for steel. Housing... automobiles... new highways
...badly needed railroad equipment ...bridges...power
projects... new oil wells and refineries and gas lines...

sewage disposal plants and other community improve¬
ments ... all these are calling for steel, steel and more steel.
Never forgetting, of course, the steel for national defense.

Those are a few of the places where U. S. Steel prod¬
ucts are going. ■

An important part of this job has been the develop¬
ment of new and better steels by U. S. Steel research
laboratories. Another current U. S. Steel program, involve
ing both research and conservation and requiring an ex¬

penditure of 34 million dollars, is aimed at improving the
use of iron ores and conservingAmerica'snatural resources.

United States Steel is helping to build a better America
—and getting ready to supply the greater quantity of
steel that will be needed tomorrow.
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no signs of abatement so that the volume of contract
bond premiums written by our industry in 1949 should
at least equal and will probably exceed the large volume
of this business which was writen in 1948. ' # '
Premium writings in the other lines of suretyship do

not fluctuate to the same extent as the two classifications
just mentioned and barring unforeseen contingencies,
should produce a slightly larger premium volume during
the coming year. . -

Losses in the fidelity and surety lines, which were
below normal in 1948, are-likely to increase, perhaps
substantially during the current year. The December
trend was definitely upward.
Following the United States Supreme Court decision

that insurance is commerce and, therefore, subject to
Federal anti-trust laws, the McCarran Act was passed
giving the business a three year moratorium from the
impact of such laws, and extending to the states an
invitation to continue regulation of the business on con¬
dition that appropriate legislation be enacted to regulate
activities and practices forbidden by the anti-trust laws.
This moratorium expired July 1, 1948.
Accordingly of great importance to our industry dur¬

ing the coming year will be the perfection of a smooth
functioning, satisfactory system of supervision and regu¬
lation of the various companies, especially with respect
to rates. Supervisory authorities and all segments of
our industry have been cooperating to the fullest ex¬
tent to achieve that end, and in order to obtain a dis¬
interested and unbiased record of the practices of our
business and the charges to the public for service ren¬
dered, the Surety Association of America early last year
employed a nationally known economist to make a most
comprehensive survey of the fidelity and surety busi¬
ness. His report was completed toward the close of
1948 and turned over to the Insurance Commissioners.
It should prove most valuable both to them and to
company managements. However, its usefulness will
extend far beyond that because it will be widely dis¬
tributed this year and will prove most effective in my
judgment in promoting general interest in corporate
suretyship and a far better understanding of the val¬
uable public service which it renders.

G.T.BAKER

President, National Airlines, Inc.

The year 1949 will see most of the scheduled airlines
again on a profitable basis if adequate payment for the
carriage of mail is provided; fares are reduced so that
air transportation may be used universally, effectively
. , , and economically by the masses;

and, last but not least, the establish¬
ment of thru-service by means of
equipment interchange agreements
between the airlines providing one-

plane service between major cities.
The management of National Air¬
lines aggressively advocates this pro¬
gram, realizing it requires the co¬
operation of the airlines and the Civil
Aeronautics Board, as each of these
objectives requires Board approval.
National Airlines has long been an

active proponent of lower? fares be¬
cause its management believes air
transportation for the masses is in
the public interest and if it is to be
a fact instead of a fantasy it must
be within the reach of the millions

who would travel by air if they could afford it. National
Airlines has also aggressively favored the interchange
of equipment between connecting scheduled air carriers
which would facilitate air travel of passengers, mail and
cargo. It would eliminate the need to change planes
when traveling between major cities. For example, at
Miami National has offered to interchange equipment
with Pan American, making it possible for passengers
to fly on DC-6's between New York and Buenos Aires
and other major cities served in North and South
America, wthout change of planes. In addition, such an
interchange agreement with Pan American will elim¬
inate the possibility of another domestic route parallel¬
ing National and Eastern between Miami and New York,
which would cost the taxpayers millions—all unneces¬

sary.

Equipment interchange agreements have been pro¬

posed to several air carriers. At New Orleans we pro¬
pose such an arrangement with Mid-Continent, Delta
and Chicago & Southern; at New York with Northeast
and Colonial, at Washington with Colonial, at Miami with
Pan American and at Havana with Braniff. If these pro¬

posals are favorably received by the airlines'(and we
have encouraging replies from all except a few) and if
they are approved and fostered by the Civil Aeronautics
Board, many perplexing problems will be solved and the
public will be better served. As these proposals seem to
be in complete agreement with the policy of the Civil
Aeronautics Board as recently stated by its Chairman,
the Honorable Joseph J. O'Connell, Jr., in a speech before
the Aviation Law Clinic of the Chicago Bar Association
when he said: <

'

Equipment interchange, under proper circumstances,
is so obviously a reasonable solution to certain of the
problems that confront us that I am somewhat surprised
that it has not been more widely used. To some extent
it might weh solve in part the difficulties of the weak
carrier which had a short competitive route and which
could, not receive the benefit of any traffic moving be-

G. T. Baker

Melvin H. Baker

'•T*» y,

yond the terminals since such traffic falls to its longer-
haul competitor. I believe that interchange on an ex¬
panded basis will be useful to both the carrier and the
Board in the future. V v. •' y • .y ' : •;
"The CAB has the responsibility for taking the initia¬

tive in situations which are obviously uneconomic, but
in many cases the carriers themselves should take the ini¬
tiative in coming to the Board with proposals which will
solve their route problems. We at the Board have no
monopoly on ideas as to what should be done with the
route pattern."
We believe the CAB will lend its assistance to help

us accomplish'these constructive objectives.
Regulations alone cannot create successful airline oper¬

ations, nor can successful airline operations be created
without some regulations. If both are intelligently ad¬
ministered then the public convenience will be served
well, national defense will have a potent side arm and
the investing public will receive a reasonable return on
its investment.

MELVIN H. BAKER

President, National Gypsum Company
<•

Business management will get its first real postwar test
in 1949. There are so many uncertainties in the outlook
for the next 12 months that management must choose its
course carefully. Companies with weak or inexperienced

executive personnel may have tough
sledding. ' *
The big challenge for '49 will be

to hold costs down and quality up so

that better products can be marketed
at the lowest possible price. Uncer¬
tainty over political and international
affairs, confusion resulting from the
debate over pricing systems, .and the
possibility of higher labor costs all
make planning difficult and place a
premium on'wise management.
Despite these uncertainties, I be¬

lieve that business generally will
have another good year in 1949.
The odds are against any serious

set-back next year, and we believe
that our economy will level off only
slightly under its present position.

At the worst, we look for only a moderate recession.
In the building industry, where National Gypsum is a

principal supplier, there are indications of a falling off
in residential construction compensated for by increased
work on commercial and public construction. -

Even at today's prices, buyers are getting more house
for their money than ever before. This has been achieved
through the use of improved materials and better con¬
struction methods.

For example, fireproof gypsum sheathing is being used
extensively instead of old style inflammable sheathing
under the exterior finish. Also, a very large percentage
of the new homes are insulated with fireproof rock wool
which keeps summer heat out, furnace heat in and in
addition, cuts heating costs up to 40%.
New compact heating plants with automatic control,

bright, cheerful kitchens with built-in conveniences—all
these improvements combine to produce the finest homes
in the history of this country.
At National, we are looking for a continued heavy de¬

mand for building materials of all kinds, and we are
planning to fully utilize our recently expanded pro¬
ductive capacities at all plants. By getting peak produc¬
tion and by cutting costs through more efficient opera¬
tions, we hope to hold prices down to their present level,
only 36% higher than in 1939.

A. E. BARIT

President & General Manager, Hudson Motor Car Co.

The year 1948 has been one of the most successful in
the 40-year history of the Hudson Motor Car Company.
The primary accomplishment was the establishment of
the new Hudson in consumer favor. The company has
had a year to observe public response
to the new "step-down" models.
During that time enthusiasm has been
running at a high level as more and
more of the new cars are produced
and take to the highways. «. *'■ ,

The "step-down" principle of de¬
sign is the major reason for the great
public interest in the new Hudson
since the car was brought forth a

year ago. It is the innovation men¬
tioned most often in the thousands of
congratulatory letters received from
enthusiastic owners and in reports
made by dealers on owner reactions.
The "step-down" principle has

made an important contribution to
the development of auto construction
because it has demonstrated that cars ^

can be built lower than formerly, still be practicable and
in fact offer more headroom than in the past. It will
prove to mark a new epoch in automobile construction.
For years it has been recognized that the lower a car

is built to the ground, the better it will handle, the more
smoothly it will ride,, the safer it will be and the more
graceful it will appear. ^ ^

Hudson7 by means of the "recessed floor," discovered
how to build an automobile lower than anyone else and
at the same time provide increased interior headroom
and normal road clearance. The result has been a car

, A. E. Barit

with a low silhouette, greater beauty, added roominess
and comfort, more stability, a hug-the-road ride and in¬
creased safety.
During the year, Hudson, among other things, reached

»new peaks in dollar sales volume, number of jobs cre¬

ated, payrolls and plant facilities.
Sales volume was the largest in the company's history.

The earnings picture, while not yet complete, will be the
best in the postwar period.
Employment at Hudson has increased by more than

65% during 1948. The company's expanded activities
have created 12,000 jobs during the year, bringing the
employment total.to approximately 30,000. Operations
are on a multiple-shift basis. The increased employment
has brought payroll totals to a new high for the company.

Regarding Hudson's expanded operations, I might point
out that the newly acquired Harper plant went into,pro¬
duction during 1948. giving the company an additional
200,000 square feet of manufacturing space. The plant,
located on Harper Avenue in Detroit between the
D.T.R.R. tracks and French Road, includes six buildings
adjacent to Hudson's Gratiot Avenue body plant. •

Hudson spent $16,000,000 during 1947 on its new
models and plant change-over, and expenditures on the
"step-down" line continued in 1948.
Considerable expenditure was made during 1948 for

improvements in the low silhouette cars and for tooling-
up for the convertible model. Scores of refinements and
advancements contributing to added comfort, beauty and
utility were incorporated in the new Hudson during the
year, and more money was spent on the convertible than
lor an entire line of cars in some prewar years.
The large amounts spent in bringing out the new

Hudson reflect the company's confidence in the busi¬
ness future.
This confidence is being justfied by the wonderful re¬

ception that has been accorded the Hudson "step-down"
design and by the continuing strong demand for the low-
silhouette Hudson cars. :

The great expenditures involved in bringing out the
new Hudson line, and to continue its advancement and
refinement, indicate the high cost of doing business to¬
day, and also point up the vast job involved in bringing
out a new design with fundamental changes.
To bring out and refine the "step-down" design to its

present advanced stage has required complete alteration
of plant and facilities, the designing and building of hun¬
dreds of new intricate machines and the scrapping of
assembly line techniques standard in the industry for
many years.
In short the new models have wrought an entire re¬

vamping of Hudson's whole manufacturing operation.
Just as Hudson's plant and facility components have

shown a widespread change in the last year, so has
Hudson's distribution system been strengthened. Addi¬
tional zone and large parts warehouses have been added
for quicker and better service for customers and dealers.
Regarding the outlook for the future, I exDect a con¬

tinuing strong demand for the auto industry's products.
The need for transportation in this country and abroad

is great, and this need far exceeds production to date.

EDWARD F. BARRETT

President, Long Island Lighting Company

. The past year was one of steady growth throughout
the Long Island Lighting Company territory and there
is every indication that 1949 will see this growth continue.
Figures at hand tend to show that there will be no

let-up in the Island's home building
program in the course of the next
12 months, and continued growth and
expansion of all public utility serv¬

ices are a certainty.
In our own business of supplying

gas and electricity to this rapidly in¬
creasing population record figures
were set in 1948 with the connection

of approximately 2-3,000 new electric
and 13,000 new gas customers.
Percentagewise these figures show

the rate of growth in demand for
gas and electricity on Long Island
to be well in excess of the nation as

a whole.

However, as pleasant as it is to see
our business grow there is the con¬
stant obligation of looking ahead,
planning and building to meet this increasing demand
for gas and electricity. /

Electrically our position, as we enter 1949, is well
above the average for the country. A contributing factor
to this favorable situation was the completion last Feb¬
ruary of our electric, interconnection with the Consoli¬
dated Edison system for the interchange of power. Even
in the relatively short period that it has been in opera¬
tion this interconnection has proven mutually valuable.
Our safety margin in electric generating capacity was

extended further with the tying in of our new Port Jef¬
ferson electric plant with an initial installation of 40,000
kilowatts. < A second >40,000 kw, unit is on order, and
.scheduled for operation in the Fall of 1950', to keep pace

with Long Island's ever-increasing demands for power.

We have a tremendous back-log of house heating gas
business which we are still unable to book because of
the limited capacity of our gas manufacturing and stor¬
age facilities.

Through' the construction of several propane plants
and a new catalytic cracking plant, the first of its kind,
we are in a better position to take care of peak day

(Continued on page 22)
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Procter &Gamble

-^tere.in ameriga, we're all sharehold-' -
ers in the highest standard of living

; /■ the world has ever known.

Our part in this, here at Procter &

Gamble, is to serve the nation's cleanli¬

ness and health. <

Through constant research, we try to
create better soaps and cleansers and
better cooking oils and shortenings.

Through new, manufacturing proc¬

esses, we make these products available to
more people—at the lowest possible prices.

Our success in this basic enterprise
has enabled us to provide steady year-

round employment for thousands of em-
and to create plans whereby they

share in our success. It has made itK

possible for us to distribute hundreds of

millions of dollars annually in payrolls
and purchases.

Today, more than ever, every citizen
shareholder in the benefits of Ameri- ;

can business.

These well-known quality products are *

serving daily in America's'homes hi I

IVORY
" '

•

-.u > •

DUZ

CRISCO

CAMAY

OXYDOL

DREFT

DRENE

SPIC & SPAN

IVORY FLAKES

LAVA

TIDE

IVORY SNOW

PRELL

SHASTA
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> business during severe weather. The situation will be V
further helped when the first of two projected gas hold¬
ers is completed by the end of this year.
However, it is doubtful if the Long Island Lighting

! Company will be able to realize the full potentialities of
its home heating market until natural gas is introduced
into the New York area which now seems to be about
two years away.

Any public utility requires sufficient revenue to en¬
able it to grow soundly with its territory. Naturally, -
one of the most important elements in enabling us to
fulfill the obligation of properly serving such a rapidly
growing territory is fair and adequate rates. Only in
this way can it play its part as a constructive factor in
the expansion and development of the communities it
serves. Today, we not only have the problem of meeting
greatly increased operating costs such as fuel, wages,

•

and taxes, but also the even greater task of maintaining
a sound financial position in order to raise the money
needed to enlarge and expand our gas and electric facili¬
ties to meet the Island's future needs.
Our problem in 'this respect is no different, or no

greater, however, than that which is facing practically
V all segments of the public utility industry. Even as we
*; enter 1949 the task remains the same—ever-increasing
planning, and work, not only for this year but for the

/ years before us. I am confident that we will accomplish
our task. : \ ///>/;

J. D.:BARNETTE

President, First Bank & Trust Company
of South Bend, Ind.

The year ahead presents a challenge to management
that will be much more difficult to meet than anything

: business has experienced in the immediate past'few
years. This challenge arises out of the continuing up¬

ward trend of expenses in the face
of fairly certain prospects for harder
competition that may be expected
to level off business revenues. Sound

policy will dictate conservatism in
selection of risks in the business

phase we are' entering, and it follows
that maintenance of earnings will
demand more emphasis than ever
on economical conduct-of operations.
Lacking such emphasis on ecoiiomy,
many business situations could easily «
take an-' adverse turn' should ' pro- V
duction shortages turn into surpluses
as often happens at the; end of a
period like the one we have been
through during the war "and "post¬
war years. The best advice in any

\'> 7 ;individual business situation • now if
is to make certain that wasteful tendencies characteristic
of flush times;be definitely curbed. An adverse turn
can do little harm to a business so ordered. f,

E. R. BARTLETT
*

President, Hooker Electrochemical Company *

Hooker Electrochemical Company is a part off that
section of the huge chemical industry which is primarily
concerned with the electrolytic decomposition of salt
solutions and the manufacture of Caustic Soda, Chlorine
arid derivatives of these basic chem- . "
ic$ls. In this branch of the Industry
the major adjustments to transform
from specialized war products, and
the major expansions to meet the
unfilled demands,- are fairly -well
completed. Several new large in¬
stallations have come into, produc¬
tion during 1948 but the best infor¬
mation available seems to indicate
the expansion in 1949 will be rela¬
tively minor. However, producers of
Chlorine particularly, continue to
look forward to further product di¬
versification and there are many po¬
tential requirements for substantial
tonnages.
The industry has made relatively

minor increases in prices for its
products and there seems to be a clear and uniform at¬
tempt to hold the cost of these basic chemicals to a

point at which they will find large markets at reasonable
profit" margins/There may be some indications that the
sellers' market for many chemicals is gradually shifting
toward a buyers' market; and many of the chemical
companies consider this to be a constructive and stimu¬
lating change. , *' v> //•" \/ 'ff;";ff;f , \f,
The " industry is using every effort to improve the

quality of its products, to better its efficiencies and to
try to develop savings to counterbalance numerous in¬
creases in ..wages and in. the cost of materials. It is be¬
lieved that capital expenditures for new' plants will
be'smlaler in 1949 than- in 1948, but that this decrease
does not in any way indicate a decrease in the plans
for future enlargements. The development of these pro¬
grams always takes ^research work, pilot plant pro¬
duction and time which accounts ^or some of the de¬
crease in 1949. Large scale expansions in 1950 and sue-*
ceeding years are still Indicated. We continue to feel
that our brarich of the chemical Industry has the oppor-

turiity ahead for. almost- unlimited growth and we look
forward constructively to meeting all normal and ex¬

panded needs of our customers.

George R. Beach

J. D. Barnette

E. R. Bartlett

GEORGE R. BEACH

President, The Provident Institution for Savings
; in Jersey City r /.

Many promises are made during a political campaign
which very frequently after election, are not or cannot
be put into operation. This is particularly true of the
last Presidential campaign.

'As a result, I do not believe the
banking industry and especially the
savings banking industry has any
reason to fear drastic- changes by
Congress in our present set up, al¬
though legislation may and probably
will be enacted that will have a.

collateral effect on our industry.
It is quite true4 that our deposits

are not increasing as rapidly as they
were in 1946 and 1947, but as far as

my own bank is concerned, we are
well pleased with the 1948 results.
It must be remembered that prices
have increased living costs to such
an extent that the ability to save by -'
the thrifty has been""'diminishing.
There are signs, however, that the
inflationary spiral has reached the

summit. It would be a most encouraging sign if the
Administration at Washington showed a disposition and
determination to reduce Governmental " expenditures.
Such a sign is at present not in evidence although some
results may be seen after the Hoover Committee makes
its report. > '•
/ I think that the 1949 outlook for the Savings Banks"'
is promising. I believe that our deposits will continue
to increase. * - 7 -'

/ We must be very careful in making mortgage commit¬
ments. The indications are that the demand for mort¬
gage money will be great. In New Jersey, beginning
Jan. 1, the Savings Banks will have a new field for
lending to a limited extent on securities and life insur¬
ance policies. We can never overlook the fact that
Mutual Savings Banks are the peoples institutions and
we,must give our depositors every service within our
power. ' ,

Our opportunity to be of service to our depositors and/
the public will be enlarged. In 1949 our depositors and
the public will make greater demands on us than every
before.

WE EXPECT TO MEET THE CHALLENGE.

LEONARD T. BEALE \ .

President, The Pennsylvania Salt Manufacturing Co.
The chemical industry is going to face many difficult

problems during 1949 but, after looking at a few of the
troubles that are apt to be encountered the picture can
be brightened by pointing out some of the great advan¬
tages that lie ahead.

• In other words, the outlook, as a

whole, should not be too discourag¬
ing. .

The possibility of labor unrest and
-further demands for wage increases
is one of the question marks that
looms largest before industry. It is
always the desire of intelligent man¬
agement to keep employees happy.
But uncertainties about the course-

labor will pursue make it difficult to
keep prices properly adjusted which
in turn tends to have an unstabiliz-
ing effect on business in general.
Labor leaders and the rank and file

of union membership are beginning
to appreciate some of the problems
of management, and we look for a/ i;
marked general improvement in labor-management rela¬
tions in the not too distant future.
Another problem that besets management is. the dif¬

ficulty, if. not the impossibility, of expanding existing
manufacturing facilities. It takes a good deal of courage
to embark on new construction today. Many important
chemical companies have greatly curtailed their build¬
ing programs due to high construction costs, in which
both labor and material are factors. ' Such curtailment,
if continued, will mean that many new projects which
the chemical industry has been developing through in¬
tensive research, and which would be beneficial to
many other industries, must be indefinitely postponed,
if not completely abandoned.

Obviously, another cloud on the business horizon is
the uncertainly with regard to taxes. A severe tax on
excess profits would be particularly hard on the chem¬
ical industry, because it would discourage the develop¬
ment of new products which often require large profit
margins to pay for the-years of costly.research and de¬
velopment invested in such products.* v

These things are, so to speak, the dark side of the
picture. However, there is a brighter side which gives
us ample reason to feel optimistic. The chemical in¬
dustry has grown tremendously in recent years yet there
are many within the industry who feel that i has only
scratched the surface and that many opportunities await
development through further research by progressive
companies. Perhaps the industry should pin its greatest
faith to its research activities, the constant development
of new products that will help mankind and improve
living for all humanity. Many of such products already

Neal Dow Becker

ILeonard T. Beale

are near the point where they can be introduced com¬

mercially.
* Looking at both sides of the ledger, the indications
are that while there will be ups and downs in the chem¬
ical industry throughout 1949, on the whole it should
be a prosperous and successful year.

NEAL DOW BECKER

President, Intertype Corporation

In the field of Graphic Arts Mach¬
inery the manufacturers "still have
substantial backlogs of orders suf¬
ficient to assure full-time operations
through 1949 and in some cases
-longer. But the present production

- is considerably higher-than the mar¬
kets can normally absorb, so - that
the day must inevitably arrive when
the volume of production will have
to be cut down. ' '
That fact introduces a"; hazardous

element into the situation. Due to
high costs of manufacture the break¬
even point has'gotten so high that a
substantial decline in sales volume
would wipe out existing profit mar¬
gins and perhaps produce red fig-

* ' ures in many quarters. So the re¬
turn to anything like "normal" has to be viewed With
considerable apprehension.

W. C. BECKJORD

President, The Cincinnati Gas & Electric Company
The Greater Cincinnati area continues to require

increased gas and electric service. To meet these re¬
quirement, the Cincinanti Gas & Electric Company is
in the midst of the largest construction program ih its
history of more than 100 years.

/ In September, 1948, a 35,000 kilo¬
watt topping turbine was placed in
service at the West End Station.
Construction is progressing on the
installation of an 80,000 kilowatt
turbine at the Miami Foit Station,
and this unit will go into service in
the Fall of 1949.

Major equipment has been ordered
for the new Clermont Station which
will be constructed on the Ohio
River about 18 miles east of Cincin-'"
nati. The first unit of this new.4

station will have a capacity of 80,000
kilowatts and is scheduled to go into1*
operation in the Fall of 1951.
Local facilities are ~ being aug¬

mented to accommodate increased ,

supplies of natural gas to meet the growing needs of the
area. Increased propane storage is under consideration
to assist in meeting the peak Winter demands.
A number of local industrial plants had announced

major expansion plans for 194.9. A survey of these in¬
dustries conducted during the last few weeks of 1948
revealed that no previously announced plans had been
curtailed and that in some cases the scope of these plans
had been materially enlarged.
; The Greater Cincinnati area should continue to grow,
since it has many advantages to offer industry. Sig¬
nificant among these advantages are the high type of
labor which is available, and a strategic location from
the standpoint of distribution. An ever-increasing
number of industries are realizing these advantages and
are starting new operations or branch plants within the
area. It appears that, with increasing "freight rates and
the growing importance of good labor relations, this
trend will continue. • /
The Cincinnati Gas & Electric Company intends to

continue its expansion program as planned during the
Summer of 1948. augmenting these plans as future
developments may indicate.-, .. / /

WALTER H. BEECH

President, Beeeh Aircraft Corporation

It seems reasonable to believe that the year 1949 will
be a year of transition in all three categories of the air¬
craft manufacturing industry, namely, the production of
airplanes for business utility, airline operation,' and

military use.
Business airplanes are just begin¬

ning to be accepted as a normal
business vehicle. They will develop
increasing utility and,/consequently,
enlarged manufacturing'potentials if
prices can be retained at present
levels. The present prices are, like
the prices of automobiles, higher
than is desirable, hut are held up by
greatly increased cost of labor and
material-. Labor wage rates in the
aircraft industry are approximately
.three times as high as in prewar
days. If certain wage proposals pres¬
ently being advanced in Washington
for unreasonably high minimum
wage rates are imposed on the air¬
craft industry, there simply will be

no future jobs in connection with the manufacture of
personal or business airplanes. High manufacturing costs
wui drive selling orices so high that few will be able to

-

(Continued on page 24)

Walter C. Beckjord

Walter H. Beech
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BY K. T. KELLER
PRESIDENT, CHRYSLER CORPORATION

As we see it, we shoulder great responsibility to

the public when we introduce new cars.

We try to he the first to see the basic needs of

the car buyer . . . and to meet them with imagina¬
tion in research and engineering, and, at the same

time, with common sense.

It began a generation ago when we introduced

all-steel car bodies. It continued in 1924 when-we

pioneered hydraulic four-wheel brakes and the high
compression engine. Our basic advances -such as

Light Weight Pistons in 1929 that made possible
the high speed motor . . ; sensational Floating
Power in 1932 followed by . . . Fluid Drive, safety-
rim wheels, super-cushion tires . . . these and many

others were great forward steps in automobile safety,
comfort and performance.

Our engineers had the creative imagination to

develop these advances . . . and the common sense

to know that they were needed.

Within the next few weeks,"we will introduce still
further basic automobile advances in our beautiful

new Plymouth, Dodge, De Soto and Chrysler cars.

Again, as in our models past and present, you

will find the improvements that are needed, the
advances that call for imagination in engineering
and research. And you will also find plenty of good
common sense, and good taste!

Again, you'll be able to see over the hoods, and
out of the rear windows. You'll get in and out with
ease. Again there'll be room for your hat. Seats will
be wider—yet the cars will fit into your garage.

Fender dents won't cost a fortune to fix. You'll be

able to change a tire, or put on a set of chains.

Again, our cars will be easier to drive and park.

They'll start faster, they'll stop more quickly;

They'll have more performance than any cars we

ever engineered—and they'll look it.

We're holding on to the good things that built our;
reputation with you. Again we've built from lhe<

inside out—first engineering cars that are safe,

comfortable, convenient, and wonderful to drive

-. . . then creating beauty that reflects the good
qualities underneath. ,

Already materials and parts for our new cars,

are arriving at our manufacturing plants.

On behalf of the superb team that created our

beautiful well-bred new Plymouth, Dodge, Do Soto
and Chrysler cars, I cordially invite you to see them
at your dealers when they are announced.

They're the finest that engineering, imagination
and common sense ever built . . . and they look it.

AGAIN YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION

WATCH FOR

THE NEW

U&Sota
itTf
I »

PLYMOUTH DODGE DESOTO CHRYSLER
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»buy, and this curtailment of volume will result in a re-

i t0 cust°m-building practices which will again
Rouble costs and result in virtually complete elimination
-Of the personal airplane. Tinkerers with the laws of sup¬
ply and demand can thus succeed in accomplishing tne
destruction of a potentially valuable growth industry

. while attempting to "do good" in an industry that has
approximately tripled its average wage rate during the
past nine j ears, and which pays one of the highest aver¬
age wage rates of any industry.
If they destroy the personal plane industry, the "do

^gooders probably will regret the loss of the thousands
of good jobs but would not believe that their tinkering had
-anything to do with it. It is believed that the top officials
,of the Department of Labor will use their best judgment
5? .r®slst the efforts of the tinkerers, and thus protect
<the jobs of thousands of workers in the personal airplane
industry, who look forward to future growth of the in¬
dustry as a means of self-advancement in their chosen
jobs.
If the personal aircraft industry is left alone, it is

♦expected to solve its own problems and continue to grow
nn a steady and normal way.
The outlook for airline transport construction is

iQlouded by the difficult financial situation in which the
airlines find themselves at the present time. One major
^airline transport manufacturer is currently attempting to
♦create a financing company to purchase the airplanes of
ifche parent company's manufacture and rent such air¬
planes to the airlines on a long-term basis. It is re¬

ported that application has been made for government
financing of this organization. The problems that are
$kely to occur in connection with such a program are
numerous and cannot be discussed in a short article. It
«eems reasonable to believe that regardless of the tem¬
porarily depressed financial' condition of the airlines,
apaeans will be provided for them to keep operating and
growing as an essential part of the nation's business ;t

♦economy, and defense mechanism.
The construction of military aircraft is also in a trans¬

itional state. It has been reported that the Air Force
(has granted more than one-third of its total 1949 appro¬
priation for new aircraft to one company and more than
one-half to two companies. It also has been reported
$hat the Air Force has cancelled an aircraft procure!
jppient contract of approximately $80 million value.
It seems obvious that under present conditions, based

*e»n an attempt to create a new Air Force with com¬

pletely modern technical airplanes, there will be a con¬
siderable number of trials and errors and there may be
# temporary maldistribution of contracts. Quite a few
-disappointments are likely to occur to manufacturers
who might feel that they were entitled to special con¬
sideration because of previous satisfactory performance.
JRhese maladjustments are expected to be eliminated as

Yfcime passes and more considered judgment, can be given
to problems of procurement and supply.
The Navy's requirement for a limited number of types

pf airplanes more or less restricts their aircraft pro¬
curement contracts to manufacturers who more or less
serialize in solving the special problems of naval air-
sPrdft construction, and who usually have been engaged
4or a considerable period of years in such activities.
In summary, it seems that there may be quite a few

readjustments in the aircraft industry, but generally
^peaking, it is believed that the industry will end 1949
sin a great deal better position than it occupies' at the
jpresent time. The industry is an essential part of the
ilpasic industrial potential of the country and is espe¬
cially important to the defense aspects of national econ¬
omy. As a vital and essential industry, there is no ques¬
tion that whatever steps need to be taken will be taken
$fc>y Congress to place the industry in a secure position.

wallace f. bennett

President, National Association of Manufacturers

The most important problem facing American man-
cement today is the problem of human relationships.
We must help our employees to understand and feel that
they are of the American free enterprise system. To do

this successfully, we must be pre¬
pared to take them into our confi¬
dence and share with them the facts
about our individual businesses.
With an understanding of these facts,
an employee can come to feel his
own importance in the process of
production and can be encouraged to
make his greatest contribution to its
success.

I feel so strongly that this is the
only way in which we can bring
about industrial peace and maintain
our high level of prosperity, that it
will be my personal objective dur¬
ing, n^y year as President of NAM to
encourage our members and in fact,
all American industry, to adopt this
program as a great goal of industry.

For ekamnle. I feel that when each employee can
understand the relatibn of his wages to the company's
isrices and to its costs, we can begin to hope for an in¬
telligent approach to the problem of high prices.
The great need of the moment is for leadership—and

intelligent management has a splendid Opportunity to
provide it. National leadership is too remote and imper¬
sonal to satisfy the individual's need. Each of us turns
to find some person whom we see and know can provide

Wallace F. Bennett

guidance, inspiration and courage. Such leadership can
only come when confidence is established and confidence
in turn, depends upon understanding.
I see this task of acquiring the right to leadership

through understanding as both the responsibility and
the opportunity of each employer in his own plant and
in his own community.
I feel that too much emphasis has been placed upon

national solutions and too much time given to the con¬
sideration of intangible forces designated as Labor, Man¬
agement, Capital, Agriculture, etc. The problem, after
all, is the problem of human relations. With the experi¬
ence of individuals with each other, I hope we can begin
to work out its solution on an individual man-to-man
basis.

People have asked me since my election to the Presi¬
dency of NAM, why I, a small businessman, should take
oh the task of defending "big business." I don't think
American business—either big or small—particularly
needs any defense. Its greatest, need is understanding
and that, chiefly, from the men and women who make
up its organization.
The greatest service we, as managers in industry, can

give to our employees and the public is the creation of
this understanding. If we can demonstrate in our own
plants, by our own programs, that security and opportu¬
nity can come from our American free enterprise sys¬
tem today as they always have in the past and that they
will be lost or destroyed if we abandon or change it,
then we will have served our country well for this year
and for the future. , ; T . Y -■

john d. diggers

President, Libbey-Owens-Ford Glass Company

The flat glass industry in the United States, judging
by our own experience, appears to be closing the best
year its history. 'ZZyZyY//' y'/-y
The belief that 1948 will prove to be a record year for

the industry in production of pol¬
ished plate glass, window glass and
safety glass is based upon the actual
results of Libbey-Owens-Ford which
will show about 12% gain in dollar
volume of total output over the
previous year and double the sales
volume of 1941, which was consid¬
ered a normal prewar year. Rela¬
tively moderr.te price adjustments
account for only a small portion of
the overall dollar volume gain.
i The autmotive industry will have
turned out more than 5,000,000 cars
and trucks in 1948, exceeded only by
1929 production, and building con¬
struction will total nearly $18 billion
according to government figures.
Most estimates for 1949 in these

two industries, which are large consumers of plate and
window glass, foresee additional gains.
However, if they do only as well in number of homes

and motor cars in 1949 as in the year just ending, glass
sales may show a gain of as much as 10% in 1949. We
are finding a steady upward trend in flat glass sales due
to the public demand for larger windows and improved
visibility in automobiles, homes, schools, factories, hos¬
pitals, and various types of commercial structures.
In building construction, the widespread use of mul-

tiple-paned insulating glass to reduce heat bills, to im¬
prove air conditioning, and to exclude noise, is also add¬
ing to footage of glass going into modern buildings.
The flat glass industry has been busy catching up

on orders ever since the end of World War II, and there
is still urgent demand for some products. Looking
ahead, however, to the day when sales may have to be
stimulated, Libbey-Owens-Ford hhs had its field sales
promotion forces conducting schools for its distributors'
salesmen in all parts of the country. That program' will
extend into 1949. Y-Y-.Y'-u

Preliminary figures indicate that with peak employ¬
ment in Libbey-Owens-Ford factories above 10.000 and
wage earnings which, including production bonuses??
average $1.87 an hour, total payrolls will exceed $40,-
000,000 in 1948. ' ' 1

Moderate price adjustments were made effective about
midyear following third round wage increases but the
general price level in flat glass is still far below the
price advances recorded by raw materials, all commodi¬
ties, and the cost of living. V • , Y ,; ■>. ;
A large part of the success in holding down costs in

the face of rising wages and material pricey can be at¬
tributed to the manufacturing efficiency achieved by
heavy investment in new machinery, and plant improve¬
ments since the war and the cooperation of its work¬
ing force. Savings out of earnings accumulated in ad¬
vance of needs have financed the plant improvement
program. In 1946 such investment was $7,612,250, which
exceeded company earnings for that year, and in 1947
the improvement program cost $9,559,652. Additional
factory improvements including new facilities required
for manufacture of curved windshields in large iyolume,
heavy demand for Thermopane, and technological ad¬
vances in making of thin plate glass and window glass,
have required continued large expenditure in the current
year. , ■? " ■ *
For the first time since 1941 the total dividends to

shareholders have equaled the prewar level of $3.50 a

share for the year. ~ (

> A broadening fist of products flowing from the plate
and window glass,plants is a token of a return to more
normal conditions in the flat glass /industry. Libbey-

John D. Biggers

Owens-Ford increased its facilities for production of
heat-absorbing and glare reducing plate glass, resumed
the production of Golden plate for screening out ultra¬
violet light to prevent fading of displayed merchandise,
added two colors in Vitrolite structural glass, and intro¬
duced Electrapane—glass which will conduct elect cur¬
rent for several purposes. Larger sizes of transparent
mirrors and front-surface mirrors used in television
were put into production. . ; ,

Labor-management relations in the industry have
shown progress as attested by the report made by the
National Planning Association on Libbey-Owens-Ford
and the Federation of Glass, Ceramic & Silica Sand
Workers of America, CIO. It was case study No. 2 of
"Causes of Industrial Peace Under Collective Bargain¬
ing." Going over a history of company labor relations
for 15 years the repdrt said in summary:
"Within the framework set by the joint negotiations,

Libbey-Owens-Ford and the union have worked together
effectively, particularly during the last two years. Out¬
put has increased substantially and it broke all pre¬
vious records in 1947. Costs have been reduced by sub¬
stantial savings in manpower. Employee take-home pay
has increased greatly, due both to increased production
as reflected by bonus earnings and to the general
increases "

During the year a broader life and health-accident
insurance program was put into effect.
The Plaskon Division introduced recently its new

alkyd molding compound, an industrial plastic with
advantages of quick-setting at comparatively low tem¬
peratures, and looks for substantial gains in its use dur¬
ing the coming year. It is also increasing its produc¬
tion capacity for urea resin glues widely used in furni¬
ture and plywood industries. . . ....

Libbey-Owens-Ford will observe during 1949 the 50th
anniversary of the establishment of its first factory the
former Edward Ford Plate Glass plant in Rossford,suburp
of Toledo. This plate glass unit of the company has
been virtually rebuilt twice in the 50 years through
improvements in processes of casting and polishing plate
glass. Only minor portions,, of the original factory
remain. .-Y^ Z'y/Y/:V-y.-Y ■' Y / Y;

a. l. blakeslee

President, Kalamazoo Store and Furnace Co.

On the outlook for 1949, it is
my belief that the bloom is off in¬
flation and from now on we must
intensify our training programs to
teach even our older salesmen how
to sell.

_

It is our belief that business for
the first half of 1949 will be at least
10% less than 1948.

It is very difficult to make any

predictions in view of not knowing
what Congress will do this coming
session. /YY} , y-:'

sol bloom
'

. U. S. Congressman from New York

The United States enters upon the year 1949 with
greater resources, a greater income by the people, and
greater responsibilities than in arjiy preceding year. The
President's budget seems to have disturbed some worthy

Y people—but they forget that this is
a growing country and that the gov¬
ernment must grow with it.
I am not disturbed by tlje*Eact that

/ heavy expenditures must be made
"

during 1949. Like all large institu¬
tions, it is possible to point out sav¬
ings that might be made here and
there in the government's proposed
appropriations, but taken as a whole

. . the program is practical and well
fitted to the needs and demands of
the people. Y. :

- YWhat are the objects of all the
expenditure? The objects are to
maintain justice, insure domestic
tranquillity, provide for the common
defense, promote the general wel¬
fare, and make sure that liberty shall

prevail. In order to make our own liberty secure we
must help other nations maintain or obtain liberty—
that is, we must help to defend them as they fight
on our side.- ' Z ' ■ ." V- /
All the objects set forth in our Constitution are cared

for in the President's, program and budget estimates.
It is an American program, huge indeed, but not out of
proportion to our vast national resources and respond

. * sibilities. •. ;y;/ // f Y : YY, / . y •
As to the prospects concerning enactment of specific'

legislation, we must wait and see. I think the program
will "be substantially approved by Congress, with the
usual compromises on details and the usual last-minute
readjustments to conditions as they develop. I look for
and will support an increase of taxes so that the United

/ States shall not be in the position of meeting its respon¬
sibilities by going into debt. Now, while the popular
income is larger than ever before and profits are gen-

emus, we should call upon the people to support their
^ ,,.^(Continued on page 26)

A. L. Blakeslee

Sol Bloom
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Nineteen hundred forty-eight was a year of signifi¬
cant progress for The Pure Oil Company. It was a
year in which the company's exploration, produc¬
tion, refining, transportation and marketing ac¬

tivities all moved steadily forward. It was a year

of substantial expansion and modernization,
financed from earnings. It was a year that saw

these important events take place tomeet increas¬

ing current demands and build for the future ,..

': Drilling operations in Wyoming were rewarded
with a number of producing."wells in the new

Worland Field. And, near Casper, Wyoming, the
company brought in the deepest producing well
in the world—West Poison Spider No. 1 —14,309
feet deep!

★

Miles offshore in the

Gulf of Mexico the com¬

pany started operations
that call for drilling below
the floor of the Gulf—an

area that industry experts
declare has a big potential. ~

Meanwhile, Pure Oil was pioneering the opening
of the successful new Dollarhide Field in'West

Texas, which makes an important addition to the
company's reserves.

In the refining division, a substantial portion of
the company's construction program was com¬

pleted during the year. A new continuous coking
unit was built and put into operation at Pure Oil's
Toledo (Ohio) Refinery. At the company's refinery
in Newark, Ohio, a brand-new catalytic cracking
unit went "on stream."

on a

. At Beaumont, Texas, work moved forward on a

new multimillion-dollar oil and grease plant."And,
at Crystal Lake, Illinois, ground was broken for a
great new Pure Oik research and' development
laboratory. When finished, it will be one of the
most modern and complete research centers in
the industry. /

Meanwhile, progress was made toward assuring
even greater security for Pure Oil employees. A
new and liberal plan (effective January 1, 1949)
provides for the company to pay the cost for em¬

ployees' surgical, medical and hospital insurance.
This plan, plus Pure's Group Life Insurance
(23 years old) and Pure's insured Retirement Plan
(13 years old), helps to attract—and hold—the
kind of dependable workers it takes to meet the

huge demand for petroleum products.

★ * .★

Yes, 1948 was a significant year... a year that
will afford firm footing for further growth and
progress in the years to come.

THE PURE OIL COMPANY

:

I
ik
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IL. G. Blumenschine

(Continued from page 24). ; „ .

government by reasonable taxation rather than going
into debt.

My committee duties are primarily in the field of
foreign affairs. I feel bound to tell my countrymen
that our program ought to be followed without curtail¬
ment,. This program is expensive, but the reward makes
the expense worthwhile. We are making peace and lib¬
erty more secure throughout the world. This certainly
justifies suitable expenditures. If we multilate our pro¬
gram for world betterment we shall discourage the
world's struggle for peace and liberty. Heavy as is
our burden in both expense and responsibility, we must
bear it like Americans bravely, with full confidence in
our success.

L. G. BLUMENSCHINE

President, The Best Foods, Inc.

There was welcome news for budget-harassed house¬
wives in the later months of 1948—food prices turned
downward. We hope that this trend can continue in
1949, but it is only fair to say that no one can guarantee

- it. Two formidable barriers are—

higher wages and the demands of
national defense.
In the perishable food field pro¬

duction of edible vegetable oils—a
basic ingredient for margerine, may¬
onnaise and other foods—for the
1948-49 crop year is definitely up
over the previous year. Lower in¬
gredient? costs have already reduced
retail prices in the perishable field
and we hope that they can be brought
still lower.

Lower prices for these necessary
foods mean a broader buying base
and a corresponding increase in the
nation's nutritional standards, which,
all experts agree, are still far too low.

i: ; r In the category of foods providing
the fat so r essential for growth and continued igood
health, the spotlight again turns on margarine. Last
year, in response to nation-wide consumer demand, the
House of Representatives voted to remove the Federal
taxes and restrictions which have limited the sale, of
this wholesome food since 1886. Unfortunately, the re¬

peal bill failed to come to a vote in the Senate because
of an overcrowded calendar. It is our hope that the
new Congress will pass this long overdue legislation and
ajlow consumers to buy margarine as they want it, col¬
ored yellow in the plants, without heavy taxes and" In¬
cense fees. Such action unquestionably would be an
important contribution both to raising of nutritional
standards and to the fight against the rising cost of
living. "

E. S. BOWERS

Treasurer, Atlantic Gulf & Pacific Co. <

vThe harbors and waterways of the nation are among
its greatest assets, vital both in peace and in war.
Their development is an important factor in the con¬
tinuing growth of our country. Money spent for this
propose is an investment in the
building of a nation. Economical
transportation and distribution is
one of our greatest problems, affect¬
ing the life of every citizen. Water-
borne commerce moves at lowest
costs. More and more tonnage will be
waterborne. Almost every important
city in the nation is located on a
navigable waterway. A large part of
the vast commerce that serves inland
America begins its journey from
some port; it is certain that export
tonnage will increase.

Vessels, both for coastwise trade
and those for use on inland water¬

ways, are being built with greater
draft for more economical transpor¬
tation. This requires that present
channels be deepened, that new channels be dug to
greater depths than before.
Waterway maintenance is necessary. A neglected

channel or harbor with shallow and irregular depths is
much like a standard gauge railroad with stretches of
narrow gauge line—expensive and impracticable. 1
Legislators, public officials and the public are becom¬

ing increasingly familiar with the benefits derived from
improved waterways and water transportation. As a,
consequence, the number of new waterways proposed is
increasing. Examples are, a seaway from New Orleans
to the Gulf of Mexico; a canal connecting the Tennessee
and Tombigbee Rivers; an improved canal connecting
the Illinois and Mississippi Rivers; a waterway connect¬
ing Lake Erie with the Ohio and Mississippi River Sys¬
tem; a 12-foot channel from St. Louis to Baton Rouge,
Louisiana; the further improvement of the Allegheny,
Monongahela and Big Sandy Rivers; the already author-*
ized deep water channel from San Francisco Bay to
Sacramento. Great benefits will result from the com¬

pletion of these projects. v

With the foregoing facts in mind we believe that there
will be no unreasonable curtailment of construction so

Emerson S. Bowers

vital to the national defense, welfare and growth. We
reaffirm what we have stated many times—America will
grow and develop, and the future of the waterway im¬
provement industry, along with that of every other con¬
structive industry, is linked with that of the nation, v;.
As in the past, we continue to look to the future with

confidence.

JOHN B. BUDD

President, Chicago & Eastern Illinois Railroad

The railroad industry is entering 1949 faced with in¬
creased costs and uncertainties in their principal item
of expense—labor—on the one hand; and some reduction
in the volume of traffic, they may expect to handle, on
the other. Production is quite evidently catching up with
demands in some lines of industry. Decentralization is
continuing, to take place in many industries resulting in
a different traffic pattern. The results of the basing
point decisions have not beenfully felt as yetAln gen^»
eral, however, it seems apparent that production levels

! will remain high and with good crops the service re-
'

quired, to the railroads will remain at a high leveTduring
the year. ■ J
The cost of performing service is still on the increase,

however. With. third round wage rates still not fully
setled, there are already demands for. rules changes on-
the part of some Of the employees and talk, of further
increases in rates of pay. Fourth^round increases in Other
industries will surely result in'additional; demands by
railroad workers. Increases in -wage rates of common
labor have already amounted to 100% in the past 10
years .without taking into account the present demands
for another 40% or more.- Work, performed by this class
of employees has been under careful scrutiny. There has
been an endeavor to eliminate

< the increasingly costly
man hours by. use of more, efficient methods of doing the
same work. Considerable expenditures for mechanized
tools to carry out this program have been made and fur¬
ther plans are being contemplated for the future.
: Capital expenditures of considerable consequence have

. also been made to improve the rolling stock for serving
the public. New cars for both freight and passengers
have replaced old obsolete cars. New. locomotives have
been added to reduce operating costs and at the same

%time provide improved schedules. Heavy rebuilding pro-"
grams are being carried out to improve older freight" and
passenger equipment. - - * -• :
Expenditures to improve equipment have been made at

a time of very high unit costs. Depreciation has been in¬
adequate to provideTor ttye present prices af Which riew
facilities are purchased. Financing may, therefore, con-
ftrol the extent to which the program can be carried out
as well as the rate at which replacements can be made.
While the railroads are meeting greater competition

on highways," on waterways and in the air, they, never*
theless, continue to be the backbone of the nation's trans¬
portation system. We of the railroad industry ask con^
sideration on the part of regulatory bodies on a fair: and
equitable basis to provide the best service possible to the
greatest number of people.' ' " -f"'(.-v :

C. H. BUFORD

President, Chicago, Milwaukee, St. Paul and
Pacific Railroad Company •

I look forward to a relatively good year of rail freight
traffic in 1949. I believe we have reached and passed
the high level and that the volume of such traffic will
be below that of 1948. It is difficult at this time to
forecast the percentage of decrease. .

The prospects for a good grain
i. crop in our territory appear to be
favorable at this time. Soil and
moisture condtions are good and I

, expect there will be a slight increase
in the wheat and corn acreage

planted. I believe farm income .will
continue high but farm spending will
be less than in 1948. a .

It is my opinion that the manu-1
facture of heavy commodities, in¬
cluding farm implements, will con¬
tinue at a high level.
Industrial development along- our

railroad continues, and I expect
-there will be a relatively good
volume of freight traffic from
manufactured goods.
The railroads of the nation are putting more new

freight cars in operation, and it is hoped that before
long the gap between the present ownership and that
needed to handle all freight traffic offered will be
closed. (V
There has been a marked improvement in service

in the past year and I expect a further improvement
during 1949. 'J ■ - ;;
Our power is in better shape than it was a year ago,

and with labor becoming more plentiful, our mainte¬
nance of locomotives and cars should be improved.;

; Our new equipment program for the year 1949 will
involve an expenditure in.excess of $15,000,000. -The'
improvement budget for existing equipment and for
road property will probably require an additional
$12,000,000. These large expenditures will contribute
substantially to industry and employment in our ter¬
ritory. -'

C. H. Buford

LOWELL R. BURCH

President, The New York Air Brake Company

As the new year approaches this company finds its
backlog of orders about the same as it was a year ago.
We anticipate that this will set a pattern for 1949 and
our volume should be again comparatively satisfactory.

We will depend during the coming
year not only on the amount of new
equipment that is built but also on a
good volume of spares and replace¬
ments as well as a continuance of the
conversion program to the new
brake. " :

The above statements are, of
course, assumed that there will not
be a major upset in the economy
during the period covered.. Along
with most businessmen and, I think
with most people who think at all,
I anticipate that sooner or later we
will reach the day of reckoning. Our
economy is on too artificial a basis
in many respects to permit a con-

L. R. Burch tinuance for any long length of time.
Just when the period which we all

dread will appear is the only point in my estimation that
is in doubt.

On the whole I do not aniicipate that it will occur
in 1949 because I think the artificial stimulants have
not yet. run out, and there are still more that can be
applied.

During the year just ended our national income was at
;
an all time high; yet, we ar£ even now talking of find-

- ing ways, of increasing; taxes. We are attempting to
subsidize or provision a good part of the world, and at
the same time are demanding more social luxuries at
home. It is a load that is too difficult to carry at the

r maximum of prosperity. When the line turns down the
trouble will be serious.

HON, HUGH BUTLER

U. S. Senator from Nebraska j . .<*.

: • From a summary reading of the President's Budget
for 1950, it is apparent that there is a financial limit

. to what our Federal Government can safely undertake,
and that we are up against that limit right now. The
present situation cannot properly be

\ called a financial crisis, but un¬

doubtedly we are approaching that
point. * A. •

The message proposes new taxes
of about six billion dollars per year,

and dven this vast sum will not be
nearly enough to carry into effect
all. of the ambitious social programs
-'that have been endorsed in principle
.in the message. The financial cost
of such proposals as military aid to
Europe is left out entirely. Other
pressing problems such as military
and civilian pay are not faced frank-

•

ly. The balance that has been
.achieved seems to be at the expense

of our long term defense program,
and that could be fatal. On the other
hand, it appears that the revenue estimates may have
been overstated.

At the same time, I, find a lack of enthusiasm among

members of Congress for the tax increases that the Presi¬
dent wants. Even the most radical Congressman or

Senator seems to have become aware that there is a

limit to the tax burdens that can be laid upon our people.
- "For these reasons, I am afraid that there is a real

danger'-we shalLhave an Unbalanced budget for the
coming fiscal year. Politically, it is much easier to sup-

;f. port -spending measures than taxing measures. I sin¬
cerely-hope that the Congressional Democratic leader-

1
• ship which controls both Houses will have the courage
to pull expenditures and revenues into balance.
Speaking for myself, I wish that the President had

more fully explored the possibility of curtailing ex¬

penditures in every department of the administration
before he proposed additional tax levies. Many of us in
Congress feel that billions of dollars could be saved
by the various agencies without delaying our progress
toward the humanitarian goals espoused by the Presi¬
dent. Within a comparatively short time we should
have the reports of the Hoover Commission, and I have
hopes that they will point out real savings on a large
scale.

It seems to me all important to study closely the op¬

portunities for savings before we embark on more

spending programs. An unbalanced budget at this time,,
in the time of peace, would be a real threat to our na¬

tional solvency and might start us off on another wave
of inflation. No permanent progress can be achieved
toward greater security on higher standards without
a solvent federal budget and a stable price level.

'

(Continued on page 28) - • -vv'

Hugh Butler
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EACH one of tis will have his living andworking conditions affected, directly
or indirectly, by the changes in business

policies and practices which will come dur¬

ing the year 1949. 1 4-

Change is the inexorable law of life. Yes-

terday is yesterdayFThe "good- old days"

pay no dividends now. The NewYear will-

be as new as you are. In the business world,

change, stimulated by competition, gives us

the expanding economywe all hope and pray

for. We may not like change—(Charles. F.

Kettering once said that the businessman

hates it more than anyone else)—we may

defy, we may pass resolutions, even laws,

yet the directing force of human activities

moves forward through incessant change. ,

The year just'passed produced changes

in every field—in marketing methods, in

financing, manufacturing, production and

transportation. These innovations of 1948

keep up with the times, and ahead of the
times. The "firsts" of Cities Service are as

long as your arm. They range from new prin¬

ciples of fuel combustion to pioneering in

schools for post-graduate training of engi¬

neers; from leadership in petroleum conser¬

vation to. the development of. new, br6ad

policies of public service. Its penchant for

discovering the "naw" has found the answers

to widely varied basic problems of petro¬

leum production, natural' gas storage and

cross-country pipelining.

. Credit for these and other accomplish¬

ments is due largely to the zeal and skill of

the thousands of employees whose ideas and

management. From these employees have
t ■- \ ■■ ' r.I"".-, '• ' ' " '•*' F ' 1'1

come suggestions for the improvement of]

ness and they, in their turn,will be subjected

lant in its customers' interest, depends upon

research to protect it against the shifts and

developments of competition. The public

pays the tribute of its custom only to the

watchful, the resourceful, the wide-awake

upon management. };v> - . ;/ •.

Itmay reassure our customers to know that

Cities Service has always had a passion to

ages, for new ways of serving our customers,1

new marketing appeals, new stimulators of

business—and this is certain, from them will-

come other suggestions to help make 1949 at

memorable year of progress. v— : '.

If they had time to translate into a motto

their enthusiasm for discovering new ways

of doing things, it might read, "Keep in¬

formed— anticipate, adapt, adopt— and

keep informed.". . : ^ - :

And there might be added the terse com¬

ment of a keen observer of human nature:

The world steps aside to let any man pass

who can see a year ahead. ' r:

5; >
•- * r<t ,i

J

t 4
, ;f it;j
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Business and Finance Speaks Afler the Turn of Ihe Year
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Alexander Calder

Y (Continued from page 26) *

ALEXANDER CALDER

President, Union Bag & Paper Corporation

. American industrial production is the key to world
peace and progress in 1949. Maintenance of a high level

i of activity through to the end of the year would mean
"that we had been able to work out labor problems

without acrimony, and that we had
compromised differences in political
and economic theory in the typical
American way. „■

A strong, busy nation is needed
as a tower of strength to forces of
freedom throughout the world.
Western Europe should be aided so
that it will once more be self-sus¬
taining and self-respecting. Free
men of good-will everywhere should
know that liberty is neither dead
nor sleeping.
During 1948 the U. S. per capita

consumption of paper products
reached an all-time high of well over
300 pounds annually, which is ap¬
proximately 30 times the average
oi the rest of the world. r

In 1948, the demand for all-kraft paper bags and boxes,
in which Union Bag specializes, reached a new high. Due

; to both product and market research, there is a greater
public appreciation of paper packaging than ever be¬
fore. Because they are efficient,-•/economical, light
weight, and easy to handle,: paper shipping sacks and
corrugated containers continued to be ip an ever-widen¬
ing demand. U, ii; ..Y;^ * f Yt.'%)■':
At the end of the year,'the production capacity of

the kraft paper industry was '".more than one-quarter
greater than when the war terminated. Thus the U. S.
consumer is ,directly benefited by the investment of
corporate and private savings in kraft paper mills and
factories. . ■ Y
In the oast year Union Bag & Paper Corporation man¬

ufactured the greatest volume of products in its history,
totaling approximately 380,006 tons of paper, paper
board, paper bags, and boxes, with net sales amounting
to over $75,000,000. The company's net sales have in¬
creased every year since 1932, when they totaled only
$6,422,000, to the present figure, reflecting the basic im¬
portance of its products in the national economy.
The severe paper shortages of recent years have been

something whichAye coM no.tTavoid. They, were largely
caused by the waiYWe have dpne our share in energeti¬
cally trying " to, overcome thertiS All of (us welcome the
opportunity io offer the added.- and improved products
of our plants to the buyihg public. Y ? -v

It is our deepest hope that those who guide our. inter¬
national affairs may be so firm and wise that they will
bring us, by the end of 1949, to a point from which we
can look forward to a lessening of tension between na¬
tions and the prospect of continued peace. . ^ Y";

ORVILLE s!' CAESAR -

President, The Greyhound Corporation ^ ■

Current trends in our business and the anticipated
continuation of the present high levels of employment
and consumer purchasing, power suggest that Grey¬
hound's traffic in 1949 should equal, or perhaps exceed,
the record volume reported for the '' ■ _

year 1948.
In the years immediately preced¬

ing World War II, travel by Grey¬
hound was growing steadily, in line
with increased employment, Na¬
tional income and the normal ex¬

pansion cf the relatively new and
progressive intercity bus industry.
Restrictions placed upon the produc¬
tion and use of passenger automo--
biles and unprecedented demands for
travel, both on the part of military
and civilian personnel, greatly ac¬
celerated the demand for bus travel
during the war period. Two years
'ago, it was predicted by certain
transportation analysts that a return
to peacetime conditions would re-
suit in a material reduction in the demand for commer¬
cial intercity travel facilities and such traffic, including
that of intercity buses, might stabilize at a level consid¬
erably below the wartime peak. To date, insofar as
Greyhound is concerned, these declines have not materi-
alized. . -

There have been many factors that have helped to
maintain Greyhound's traffic at wartime levels. Today,
there are at least 16 million more people to serve than
in 1940 and a large percentage of this new market is
located in areas where the bus is the predominant inter¬
city passenger carrier/ Employment and consumer pur-'
chasing power are considerably above prewar r levels.
The American people are more travel conscious than
ever before, and, vacation travel, which was drastically
curtailed during the war period, has been expanding at
an unprecedented rate.
The continuing short supply of new passenger auto-

biles, the high cost of the purchase and use of these
vehicles and the marked increase in the cost of all com¬
modities, including other modes of public transportation,
have also contributed to the attractiveness of bus travel,
whose cost has increased little since 1942;- Furthermore,

M ■

c -

%?Y j-
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Orville S. Caesar

during the war period, the intercity bus industry came
into its own and is now recognized as an indispensable
system of inter-community travel; All of these elements
combined to produce for Greyhound,^ a traffic volume in
1948 approximately equal to that ofThe peak war year
of 1944, even after making allowances for acquisition
of new operations, not included in the wartime figures.
Improvements in Greyhound's service and facilities

have also contributed to this high level of service. In
1948, we completed our immediate postwar program of
replacement of older model buses with new and im¬
proved equipment. At least 40% of our present fleet
consists of buses delivered during the past 18 months,'
and a large percentage of these vehicles represent the

* modernized version of 'the famous Silverside Cruiser
Coach. Many improvements'have been incorporated in
these new coaches, including more effective air condi¬
tioning and ventilation, additional safety device^ and the
almost universal use of diesel power. In addition to the
purchase of these coaches, . several - hundred other ve¬
hicles have been completely rebuilt and r«styled. All of
these changes have combined to »provide the' traveling

"v public with the finest fleet" of coaches in Greyhound's
history. ,}/,
An extensive program of construction' of new terminal

and garage facilities and the mbdernizatiqn of existing
structures is now iti progress. Durihg 1948, several new
terminals and garages were completed, representing a

.,5 total investmentmf more ' than $5,'000,000.. Present-plans
call for the constructionTf severalVadditional structures
-in 1949. Excellent progress is on our long*
range program io* develofnng *a nationwide network of
Greyhound Post Houses tto! better meet the comfort and

j food requirements:;ofr passengers Vfeii route./;Greyhound
Highway Tours,■: Iikewise;'T? to1 offer a
wider variety of .att'rae.ti'yeT6u.rs'^hich; will provide the
vacation traveler with increased/opportunities for'such
travel. All of these improvements should help maintain
Greyhound's traffic at high levels this year and in the

^ more distant future. Y 'Y/ /

Because of the continued increase in labor and other
operating expense, it was inevitable that some upward
adjustment in fares would become necessary to permit
our companies to continue to improve the high standard
of Greyhound service. However, at the end of 1948,
Greyhound's average fares were only approximately 5%
higher than in 1942, and, when the present program of
adjustment of substandard fares is • completed, Grey-

, hound's fares and those of other bus carriers should con¬
tinue to provide the public with the greatest travel value
in/ this country; , . 'Y, Y.Y. .. ,Y-T ■

^//'///'Y///' CALVERT CAREY ■/: i /Y
President, The Yale & Towne Manufacturing Company
( The Yale & Towne Manufacturing Company makes
and sells two broad categories of product. For both of
these—Yale locks and builders' hardware, and a wide
range of materials handling equipment—the outlook for

; 1949 continues to be favorable.
Recent forecasts • by competent

authorities point to continued strong-
activity throughout the year, with
possible lessening of volume in some
types of building, but no major over-

? all change. Although it is true that >
costs of building are high by prewar

standards, if declines in the price of
food and soft goods are maintained
or should continue, liberated pur- ,

chafing power should be reflected
in the demand for homes. More¬
over, anything that can be done to
reduce costs will help to support
high volume construction. Y-YY';;YvY;
Yale & Towne is making a con-

tribution towards this objective' by
improvements in manufacturing fa- • ...

cilities, by change in process and by new design of
product. Illustrative of this is the new Yale line of
tubular door locks which can be installed more easily
and quickly. ""'"-' . 'YYYYY Y•- -

Y Although backlogs of orders for locks and hardware
have diminished, bringing supply and demand into a
closer ' balance, merchandising techniques have been
modified so as to enable us to continue high level
manufacture. Through the increase of manufacturing

- operations, standard goods can now be furnished more
promptly after receipt of an order.
> During 1948, Yale & Towne was engaged in building
a new plant at Philadelphia, Penna., for the manufacture
of materials handling equipment. Operations have now
been moved into the new plant from,the buildings pre-

!• viously occupied. With the greatly expanded facilities
\ of the new plant, Yale & Towne is better prepared to
serve industry's requirements for cost-saving mechanized
handling equipment. Strong demand for and increasing
acceptance of such equipment should continue to be
stimulated by the present high costs of production with
which industry is saddled. The outlook for materials
handling equipment continues to improve because of
the increasing realization throughout industry of the
very substantial benefits gained from handling goods
mechanically rather than manually. There are few, if
any, other means which can contribute so much to re¬
duction in costs.

In the field of specialty locks and hardware, now
beginning to be served by the new Yale & Towne plant

Salem. Va.. continued high demand is anticipated.
The "Construction of this new plant will enable the

Company to supply more promptly those manufacturers
who use Yale locks as components of such products as

automobiles, luggage, furniture, ' vending machines,
lockers, coin boxes/ etc. /. ■*'
V In all of our lines of locks and hardware, and in
materials handling equipment, 1949 should be a busy
year. The favorable outlook, however, rests upon the
assumption that no substantial change in general busi¬
ness conditions will occur such as a major change in;the
military and other phases of the National Security pro¬
gram, serious increases in taxes, or widespread strikes.

Y ALLARD A. CALKINS
. President, The Anglo California National Bank
YTYYTY,;.;' oi San Francisco
The demand1 for bank credit, as well as for bond and

stock financing, on the Pacific Coast is strong. . It now
takes about twice as many dollars to carry a merchant's-
inventory .or- his-accounts receivable, to build a home, or

' Y * ■ . Y Kii w1** n Ann i •>' y-I i rl ; K A-Pn V*n PJl

"-•YYY Y-.

Allard A. Calkins

Calvert Carey

\ .to buy a car, as it did before the
Y war.-; This ; is true, of course, nar

[•t^TibrialIy';'-;fBut, on the: Pacific Coast,
] • the great growth in population and
Ybusiness? since pre-war;! days . has

. added Ygreatly? to the financing
needed dor this area. As a result, in-
terest rates have increased on the

?T;;Pacific Coast;somewhat above aver- ,

|Y-ai»bY No'. >eal; slackeningTin credit •
Remands in this area is yet in sight.
/.THere,; as elsewhere in the nation,?
business has been gradually getting-

-

back on a competitive basis. This
transition has occurred first in one

industry ; and then in another. As
this readjustment proceeds,: it has
resulted in serious inventory and
operating; problems for some con-/

cerns and it may be expected to develop more. However,
the concerns that will not be able to meet competition
in price and qiiality do not appear numerous enough to
create any severe readjustment "or depression in the
months ahead. Y •- , •

T-;YC K. D. CARPENTER;' ■ /-'.?/?-
} , President, Middle West Service Company
It appears probable than 1949 will be a good year for

electric light and power companies although some slow¬
ing down in the recent spectacular rate of growth seems
likely.,
The year 1948 set new records for • / ■"

installation of generating capacity,
total electricity generated, and an¬

nual use per residential customer.
On the heels of such record per¬

formances considerable slowing
down could be experienced and still
leave the light and power companies
in an enviable position.
Some problems which began to

press on the industry in 1948 may
be felt to an even greater extent in
the coming year. v^The full increase
in fuel costs was-not felt by some

companies: until the latter part of
the year.; In 1949 these higher costs
will apply throughout the year, with
some uncertainty-;, as; to the future
course of fuel prices.;
/Likewise, labor cost increase occurred throughout the
year, bringing a. greater cumulative effect in the latter
part. ; This- higher labor cost will apply from the start
of 1949, and there is also some uncertainty concerning
future wage rates. Y . Y" " 'YTYv'1 YY <;
/ The cost of fuel has more than doubled/ and the aver¬

age hourly Wage has increased 70% since"1939.\ These
two-items largely account for the fact that in 1948 net
income did not increase in proportion to the Increase
in gross revenue of the light and power industry.
Since fixed charges cannot be greatly reduced because

of the favorable refinancing of recent years, two rem¬
edies are available. They are (1) reduce the operating
ratio, and (2) raise the rates. . Y
It is likely that these two problems will occupy aS

much of the attention of the industry in 1949 as the con-f
struction and financing programs. Fortunately,! there
are hopeful signs that these problems of cost and price
are susceptible to solution.

Operating/ratios, are . showing improvement as the
newer, more efficient generating plants are coming on
the lines. This produces a saving in lessened mainte¬
nance, unit fuel cost, and often in purchased power cost.
The new transmission facilities are reducing line losses
which have been high in some heavily loaded situations.
Simultaneously, the better transmission facilities permit
more flexibility in operation, allow more constant load¬
ing of the lower cost generating sources, and permit tak¬
ing full advantage of any diversity that exists.
Some electric utilities, like manufacturing enterprises

are finding that sound personnel administration is a

potent means of reducing cost. It reduces the cost of

absenteeism, cost of accidents, cost of turnover at all
levels, and the cost of management.
When the case for higher rates has been properly pre¬

sented, and documented/ regulatory commissions have
been understanding and in many cases sympathetic in

: Y * (Continued on page 30) ..
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Tomorrow's

Markets

Walter Whyte
Says— ='V:
= By WALTER WHYTE=

Failure of market to follow
Amer, Tel. trend, puts stocks
into up move position. '

About a month or so ago I
anticipated the possible De¬
partment of Justice suit aimed
at breaking up American
Telephone. I mention this in
passing, not to take undue
credit for it. Because if I
knew about it and wrote

about it here; the chances are

there were: hundreds, or even
thousands who knew it too—

and before I did.

Yet, on the -official an¬

nouncement that such a suit
would be started ATT broke
a number of points. It seems
to me that such news instead
of being a signal to sell the
stock should have become one

on which to buy it. I can en¬

large on this subject at great
length, but basically it would
add up to this: When news

catches up with the market
it is time to act contrary to
the news.

It is interesting to note that
while the bluest chip of them
all was being sold, the rest
of the market failed to follow
suit. There were days in the
past week when some stocks
were under pressure but the
down movement never as¬

sumed any brisk proportions.
What was perhaps more im¬
portant is the, fact that Fri¬
day's market was full of down
warnings, not one of which
materialized either the follow¬

ing day, the subsequent days,
or; up to the time this was be¬
ing written. ' ; . t_' • '• i
! Such action is typical of
what . technicians call "rela¬
tion." In simpler language
this means action of stocks in

relation to the-market. Stocks
which go up or down with the
market, indicated by aver¬

ages, carry little significance.
The ones to watch are those
which fail to go down while
the averages decline; fail to
advance while the averages
go up. The theory is that such
stocks will move much more

' (I

I ■' ; . J

H * f 1 ~T
Pacific Coast

Securities

Orders Executed on

;• pacific Coast Exchanges

Schwabacher & Co.
Members

New York Stock Exqhange
New York Curb 'Exchange (Associate)

San Francisco Stock Exchange
Chicago Board of Trade

14 Wall Street New York 5, N. Y.
COrtlandfc 7-4150 Teletype NY 1-928

Private Wires to Principal Offices
San Francisco—Santa Barbara

Monterey—Oakland—Sacramento
Fresno

rapidly in; the direction they
have Taken- once the matket

picture itself becomes propi¬
tious.

In ' recent weeks I have
stressed ' my preference for
low priced stocks, e. g., Avco,
American t Airlines, , Trans-
western, Airlines, and the
movie stocks. Up to this writ¬
ing I continue to like them,
j I now suggest a few addi¬
tions at higher prices. These
are U. S. and Foreign, Cooper
Bessemer and United Carbon,

Ther first/) U. S. and Foreign;
is? recommended- between 21
and 22 with a stop at 19;
Cooper Bessemer between 27
and 28 with a stop at 25. The
last; United Carbon, is sug¬
gested between 36 and 37
with a stop at 34.

More next Thursday.
; -—Walter Whyfe

[The views expressed, in this
article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.} •- -

r H-

N. Y. Port Authority
Howard S. Cullman of ^New

York City was re-elected Chair¬

man, and Joseph M. Byrne, Jr., of
Newark, N. J., Vice Chairman of
The Port of New York Authority
by the unanimous vote of the
Commissioners of the Authority at
their annual meeting on Jan. 13.
Both officers of the bistate agency
were first elected to their posts
four years ago and re-elected for
three previous terms. V

At the same time the Board re¬

elected Austia J. Tobin as Execu¬

tive Director of the Port Author¬
ity an^d LeanderX rSheliey as Gen¬
eral Counsel. Mr. Tobin, who first
entered Port Authority service in
1927 has been Executive Director
since 1942. Mr. Shelley joined the
staff in 1926 and has been General
Counsel since 1942.

Chairman Cullman served as

Vice Chairman of the Port Au¬

thority for more than 10 years be¬
fore becoming Chairman. He was

first appointed as a Commissioner
22 years ago by the late Governor
Alfred E. Smith. Vice Chairman
Byrne has been a Commissioner

of the Port Authority for almost
■ t

15-years. v -
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BANK-MONEY

fT^HE petroleum industry finds bank
r~. loans well suited to its requirements;
Bank credit is flexible, available

when needed, and can be paid off ? v
when not needed. V

For these reasons, many oil .

companies have relied upon banks for
one-third or more of the money which /

they borrow from all sources.

Chase National Bank, with a separate

department dealing exclusively with ?

the petroleum industry, is a leader in

making loans to the oil companies.
No matter where you live, Chase credit

helps to keep your car rolling..

•:UUs ,
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Business and Fi

Geo. T. Christopher

(Continued from page 28)
affording- the necessary relief in the form of higher rates.
The facts necessarily govern, but the same sets of facts
can be presented with varying degrees of effectiveness.
About 60 companies were given authority for rate in¬
creases by regulatory authorities in 1948* It is likely that
the number of requests for rate increases will be greater
in 1949.

GEORGE T. CHRISTOPHER
President and General Manager, Packard Motor Car Co.
"

The Packard Motor Car Company looks back at 1948
with pride—and looks forward to 1949 with optimism.
Indications are that the year 1948 will be recorded as

one of the bes!t profit years in the company's history and
the second-best for production in the
company's 49 years of fine-car build¬
ing. As the 12-month period ended,
Packard's financial position was the
strongest ever. •

The year 1949—Packard's Golden
Anniversary—promises, even greater
achievements. " \
Nothing in the future is certain,

of course. But, barring a general
economic upset, the company should
shatter its all-time production rec¬
ord of 109,518 new cars in 1937. ''v-
Packard, in 1948, built slightly

less than 100,000 Eights, Super Eights
and Custom*- Eights — awarded the
"Car of the Year" gold medal by the
Fashion Academy of New York. Only
the loss of 41Y2 days' production—

40 of them resulting from shortages, shutdowns and
strikes in suppliers' plants—prevented the company from
reaching a new production peak in that 12-month period.
If materials and parts flow into our mile-long Detroit

plant with reasonable continuity in 1949, we should bet¬
ter the 1948 total by approximately 30%. Much depends,
of course, on the cooperation of labor everywhere. .A;AA
Steel is still on the "critical" list—particularly carbon

steel essential for forgings. Any allocation program in¬
volving heavy plate would" affect the supply of steel
needed for automobile bodies. Aluminum tightened up
in 1948 and probably will remain hard to get in 1949.
Copper and lead, however, should hold their own with
other materials. u .

The automobile industry as a whole probably will be
able to make no more cars in 1949 than in 1948, due to
the steel situation. ....... ' >;>.'■ -AA;
Will 1949 mark the return of a solid buyer's market

lor new cars? That's anybody's guess. But the chances
are that 1949 will require considerably more salesman¬
ship than "order-taking." We should remember that the
industry grew great on buyer's markets and salesman¬
ship, with the emphasis on better cars for less money.
Our faith in the future is further evidenced by sched¬

ules for intensified advertising campaigns in newspapers
and magazines, and on billboards, radio and television.
Our dealer organization never has been stronger. Cus¬

tomer acceptance, of our products never has been better.
We think we have many good reasons to be optimistic

about 1949. 1 " * ' • ' A
#

DUNLAP C. CLARK

President, Central Bank, Oakland, Calif.:

No pronounced slump in business generally seems to
be indicated during 1949, at least in the early months.
The government's spending program for national de¬
fense, foreign aid and public works, is assuring a high
level of activity as well as supplying - ?
the virus which keeps inflation
alive. In many lines, continued bid-.
ding up of prices for scarce com¬
modities and labor will result. :

There are, nevertheless, definite
deflationary influences. In lines
where commodities are no longer
scarce, employment has slackened.
Curtailment of consumer credit has
contributed to this situation in spe¬

cific instances. Resistance to high
prices or lack of purchasing power
has already been reflected in down¬
turns in some fields. While the
greater abundance of goods of many
kinds has been helpful in easing in¬
flationary pressures on high prices,
too large a slump in sales would
have undesirable deflationary effects.
One reason for concern is found in proposals to in¬

crease an already burdensome tax load on corporations
and individuals. Despite the figures on corporation
profits, somewhat overemphasized, the margin is such
as to allow little, if any, increase in -tax rates without
retarding business expansion. An increase in corporation
taxes would encroach upon surplus funds which are be¬
ing prudently ploughed back into business as backlogs
against future unprofitable years. Higher individual in¬
come tax rates would curb further the present slim
incentive to employment of risk capital .in productive
enterprise and new ventures. Under existing conditions,
a tax increase might have a deflationary effect reaching
serious proportions.
The commercial bankers of the country are aware of

their great responsibility for sound credit policies. Dur¬

ing the past year, by voluntary efforts,' the bankers
retarded materially the rate of credit expansion as, pre¬
dicted in my 1948 survey. By. carefully screening ^appli¬
cations for loans, they were far more .successful in
checking inflation, without obstructing desirable pro-"
duction, than could have been accomplished by "arbitrary < final inventory hazard: ;
monetary controls by government. In the period imme¬
diately ahead, both deflationary and inflationary effects
of credit policies must be avoided. Complete flexibility
in policies is highly important. The .selective1 process
possible only under a voluntary program;: should beget
far better results than would the imposition of new coiT-
trols. • ■.

If the Congress and administrative agencies refrain .

from hampering freedom of private business, including
the banking system, inflationary dangers should be over¬
come without the rigors of deflation. Development of
influences favorable to a continued high: volume .of pro¬
duction should be a primary concern . oh- government
authorities.

. . A;, A ' a^AAaA r:
In the metropolitan Oakland area, marked industrial

expansion has continued. During the first 11 months of
1948, in Alameda County alone, over $22,000,000 was
spent on factories, represented by 55 new plants and 88
additions to existing facilities. In adjoining Contra Costa '
County, over $46,000,000 was invested in new buildings,
led by the $25,000,000 Columbia Steel mill at Pittsburg,

j, Despite the slump in retail sales generally encoun-
tered, Oakland bank clearings for the first 11 months of
1948. at over $1,300,000, were almost 10% above those
for the entire previous year, while postal receipts for the ?:
same periods advanced 6.6%. It is obvious that the East ^

Bay area is entering 1949 with important business indices
pointing definitely upward. r ■ yA vVAAV A: A:

Dunlap C. Clark

tive to the public purse and the popular mind, volume
can be kept up. ..The outstanding problems of the mer¬
chant for 1949 will beh(l) to produce more per worker,
(2) to produce more for each square foot of space, (3)
to handle merchandise in a way which will limit the

SAUL COHN* "'' .

ii. President, City Stores Mercantile Company, Inc. A

1949 will be a satisfactory year. ' A AA;A>AAA'A'A''
(At this moment,, it is more practical to.view the pros¬

pects for the first six months.

' A;'".A ■ JOHN S. COLEMAN AAA
. ' President, Burroughs Adding Machine Company & -

: For the business machines industry, T948 was a'-vefy
good < year, but its future will be ..governed by 'several
things which are not now in clear focus.
In the first place, the general volume, of business ac¬

tivity and' the .resulting;-meed' for,
paper work and.-figure facts, 'will
have a definite bearing on the de¬
mand for .office-machines. i

Secondly; the extent. to-which of¬
fice work is further mechanized in
the year ahead is of special signif¬
icance to the industry. There is a

growing recognition of the necessity
for placing efficient tools in the
hands of office'^ employees, in order
-to reduce costs of operation.

Finally, any factors which will
affect the economy generally will,
of'course; have a direct bearing on
the business machines industry. The.
extent of aid to Europe, and our own
rearmament program will both be of
considerable influence*. .Equally im¬

portant is the way in which the problem of inflation is
solved; and the effectiveness of the steps taken to pro¬
tect the interests both of the private citizen and of the
business enterprises which emplby^ap4. serve-him,- ,;"A
Much will depend, too, upon th^otrt'Come of the cur¬

rent debate concerning corporate profits. A proper ap¬

proach to this fundamental problem, which recognizes
that substantial profits are absolutely ;*necessary for

-John S. Coleman

Income and Production—From 1942,ttvv-1945^ depart- sound business operation, is indispensable to the con-
ment stores' sales increased at a A^A-A:';"!A AAA :tinue<* health of our economy and the future prosperity
greater rate than nationalvincome. ' ; ' > of everyone in it'i;A y ;:;;vd

'■ If a sound business pattern is developed in 1949, it
can provide a firm foundation upon which American
industry can operate effectively in the public interest
for many years to come. >r <•. A,

JOHN S. COLEMAN

President, Birmingham Trust National Bank, ,<

-' ''A-A& A' 'r Birmingham, Ala. A^-A" AA ';A•
,Vj: ,«vV i. ; ' i v ? ' ' f, „ i '* ; ~y.' 'fli ,f .'•/•J,1 \ , V,''

V>, The . leyeL of production and activity , in this district
continues high. Bank deposits in Birmingham are about
-the game as 'a year ago.;,' This is the largest industrial
center in the South and there is* a; continuing heavy
demand for the products manufac- A ' • • .. . >

tured here,' . "-f..f.A
;The Tennessee Coal, Iron & Rail
road Company has a steel ingot ca-

The last quarter of 1948 indicatesA
department store sales are getting A
closer to a normal relation to na¬

tional annual production.. Total pro¬
duction should continue oh the same

basis as in the last half of 1948. Some

industries, like steel, can be expected ,,

to create surprise as to the amount
of increased production. Some ave- .

nues of income may experience" "
smaller returns, such as those de¬
rived from farm products and ex¬

ports. Other factors tending to con¬
tract sales will be less dividends,
restrictions on installment credit,
and continuance of the tread to- Saul'Cohn
wards greater individuals' Dacitv of o 850 000 tons annual!v and
unless lower prices loosen the strings. However, read-., ^
Ajustments ■ downward in prices and the tendency of
wages to increases should supplant .substantially ( the
buying power which may be otherwise lost. ,

Inventories—Wholesale and retail inventories have irn
creased more than manufacturers' stocks. There will, of
course, be a clean-up of stocks in the early part of the
year but the important difference is that the public will
get good, usable merchandise and not the war substi¬
tutes of previous years. When prices drop, the public
attitude will be that nothing is cheap , and it will be up
to stores to do an alert and believable selling job. This
mental attitude will also trickle down and affect depart¬
ment store buyers*who may have to be told by top man¬
agement when to buy and when a particular price means
something. It will probably be a late season for commit¬
ments, since merchants are striving to balance inven¬
tories. Large buyers will continue to be concerned about
stocks and probably will not. buy as early or nearly as
much, thus creating an unsettled market. « '
Commitments—The prospects for production and in¬

come involve keen stability. Therefore, merchants ought
courageously to buy staple goods for 1949 in a competi-.

Wmi

wM

John S. Coleman

in 1948 its production was practi¬
cally at this figure. {• In 1949 the
production is expected to exceed
rated capacity. The . company has
contracted 'for iron ore, from Sweden,
Brazil and Ironwood,, Michigan,,
which will run from 57% to 65% in
metallic content whefeas the ore

mined locally averages 34%. The pig
iron furnaces as the result of utilizing
richer pre will produce more effi¬
ciently and the volume of produc¬
tion will be increased. The develop¬
ment of the new Concord coal mine
and washer will be completed in 1949. The mine will
be the largest and most modern in the South. The
54-inch, cold reduction sheet mill at Fairfield will also
be completed in 1949.
The five cast iron pipe plants have bookings well into

the future and their business is expected to continue.
good throughout the year although pig iron is still short
and in great demand. • V A AA":

- - . -

,, _ - . .j , The cement industry expects a year of good business,
tive market; but wherever possible,.,they should have ^he fjve piarits in Alabama are in production with very'
assured protection against a drop in prices., There are no - little cement in their bins. The bulk of the product is
savings in the buying of commodities on a minimum .. - _• ^ ,
basis. We should always have in mind the sound posi¬
tion of our resources and realize that-when manufac¬
turers have 15% spring orders on.hand.thqy will not be>
able to gamble on full production. Goods therefore will''
not be reduced in price if ordered^on a two-weeks' basis
and without taking into consideration salvages that fol- .

low a proper placement of seasonal orders;: 'T
Sales Volume—Sales volume will be kept up during

1949 by more intense promotion and by a more alert and
vigilant operation of "open-to-buy." The prospects are
for a continuing rise in sales volume but not" at the rate
of increase which, we forfnerly experienced. We should
rely on this, but also be mindful that controlled expenses
is a sure-fire builder of profits. ' A
We must not underpin the psychological forces that

create fear. We must not overemphasize the few dark
spots which, in the light of the whole economy, are
relatively unimportant. However, we should avoid over-
optimistic measurements of regional, income quite as,
studiously as we should steer away from going over¬
board about fears of recession. Our recent experience
proves that when price lines and promotions are sensi-

going to dealers, ready mix concrete plants and for use
in government projects with road construction taking a
smaller' part of the output.
The sales of department stores in 1948 reached a new

peak. These stores look forward to another good year
although inventories and receivables have greatly in-'
creased. Selective buying is much more prevalent with
medium" priced and basement stocks gaining in popular
demand. Food stores are also doing well and main¬
taining a high volume. A general decline of from 3%
to 4% is reported in the price of food.- <

There has been no decline in the price of staple
lumber but dimensional stocks are not as greatly in
demand." There is a seasonal lull due to weather con¬
ditions which is affecting timbering operations and slow¬
ing construction.
The farmers have experienced another good year.

Cotton production in the state will exceed 1,000,000 bales
and since 1941 the average yield of corn has increased
from 14 to 21 bushels per acre due to the use of seed
better adapted to this region and to better fertiliza¬
tion. The increased mechanization on farms, the em-
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ployment of more scientific methods and a substantial
increase in the acreage devoted to cattle raising have
lessened the demand for unskilled labor on farms. Many
Negroes have left the "farms to seek employment in
industrial areas, principally in the East and North. This
in large measure accounts for the decrease in popula¬
tion in Alabama and in some of the neighboring South¬
ern States.

! . 1 < ' * " ■

,, . Concern and anxiety over the proposed large increase
in taxes and government expenditures are "felt by .many
businesses and individuals. The foreign •situation ;also)
causes much * uneasiness, It is believed that' business;'•
industry and agriculture will do the best they can

despite the uncertainties and trying times ahead.
. '

ROBERT H. COLLEY

President, The Atlantic Refining Company ., V

I believe that the oil industry has enough work ahead
of it to keep everyone in it directly or indirectly em¬
ployed in 1948 fully occupied in 1949. During the past
12 months the units of the industry spent; abopt $2 billion

of new money for additional oil
wells, pipa lines, refineries, ships,
and other equipment, in a gigantic,
competitive struggle to expand out¬
put, hold or improve position, and
avoid another threat of shortage such
as that which vexed them and the

public during the winter of 1947-48.
.- The last named objective has been
realized. Despite the fact that over
the year total demand for products
has grown 7%, there is no foresee¬
able need for any degree of rationing
or allocation.
~

Of course, expansion of produc¬
tive capacity can be overdone. Time
and time again over-expansion has
diminished or even wiped out stock¬
holders' reasonably expected returns

on investment. But not thus far in the present postwar
era. Indeed, the industry is still very short of having
anything like the margin between capacity and demand
.which existed before the war. Some margin is beneficial
to all concerned.

, • -■

Whether the industry can create a comfortable supply
position during 1949 will depend on conditions largely
beyond its control. The necessary funds and other re¬

sources are not assured. The industry's receipts for the
year may not be any greater than they were in 1948;
expenses loom larger. The interplay of these forces

•

_ ——}a y

Robert H. Colley

creates a financing problem, and may prevent the com¬

pletion of some important projects and nip others in the
!.■. bud. '

The first requirement is to maintain existing capacity.
That will take at least $ll/2 billion. The second is to

'

increase capacity to satisfy the expected 6% industry¬
wide incfease in demand for products. That will require
upwards of another billion dollars. ;'Vy..1 ; t;:

are not available, the period of
intense conipetition in capacity expansion will be pro¬

longed;: an'd. the resumption of the more obvious com¬

petition, the/kind which co-exists with a healthy excess
. ;of ,:supply)Tover .demand, will be deferred. For many
'years in the prewar era the industry experienced and
;the public observed the latter sort of competition. It
features the need for increasing operating efficiency; the

. I lowering .of .cbsts/ppd consequent lowering of prices; and
improvement":1of products. The effects of the war will
'not bef fully';passed until this kind of competition is
!reestablished:•;yy;;y.Cy';:

JOHN L. COLLYER

i < h; President, The B. F. Goodrich Company
.

, The American tire industry can look forward to 1949
with the expectation that an estimated 2,000,000 more

. tires will be sold next year than in 1948. r

> Total industry sales for 1948 are estimated now at

84,000,000 tire units and, barring un- . . *;
; foreseen events, should reach 86,-

• 000,000 in 1949. In the prewar peak
year of 1940 industry sales amounted

, to 60,622,000 units and even in 1941,
when the defense program boosted

l production and sales, units totaled
only 68 979,000. Tires, tubes, and tire
products account for about 70% of
total rubber consumption.
The . industry has consumed 55%

-. more rubber in three years since
V-J Day of 1945 than it did in its
three previous peak years added to¬
gether.The .comparison illustrates
the fact that the American rubber

industry has moved on to a "higher
. plateau of activity" in the postwar
. era. This is clearly no aftermath of
the war, because it has been almost a year since the

c backlog, of demand caused by the war ceased to be a

major factor, so far as tires are concerned.

TheN.hundreds of thousands of dealers serving the
nation's cars and trucks can expect increased tire sales

John L. Collyer

next year because there will be more, vehicles on the
highways in that year than ever before in history.
The country's high rate of economic activity and in¬
creasing population generate an evergrowing demand
for highway transportation. The number of cars on the
road is increasing steadily as new car sales continue at
a high rate and the older cars are kept in service far
beyond their prewar life expectancy.
The utility and economy of tractors and farm imple¬

ments when equipped with tires has great'iy expanded
the farm tire market. By the end of 1949, the number
of cars, trucks, tractors and farm implements rolling
on rubber will be more than double that in 1932.
Another factor in the substantial advance of annual

rubber consumption t0 levels higher than even those of
the "big" years just preceding the war is the use of
more and larger tires on trucks, buses and farm vehicles.
The average tire weight has increased more than 20%
in the last ten years. " >

Significant developments during 1948 included the
first commercial sales of the B. F. Goodrich puncture-
sealing tubeless tire, goal of tire designers since the

v dawn of the automobile age, and the production of pas¬
senger car tires with treads made of the new cold rub¬
ber. B. F. Goodrich is planning national distribution'of
-the tubeless tire in 1949.. . .

During 1949 there will be a continuing increase in
the use of rubber for industrial applications. In addition
to the trend toward using rubber conveyor belts for all

-. types of materials-handling jobs, rubber is being em-
„ ployed mechanically by industry in many non-trar.sppr-
tation roles. yyy)-; v;y;;y-, r:; ;.V y ).pv;v:L .

The demand for rubber footwear, heels^ soles and other
shoe products is expected to be below the postwar peak,
but substantially above prewar levels;
Cold rubber, which gives increased wear and is proc¬

essed at lower temperatures than those used in the
.manufacture of standard man-made rubbers, came from
research conducted before World War II by B. F. Good,-
•rich. Early patents covering "cold rubber", were turned
over to the government shortly after Pearl Harbor when
the rubber companies entered into a pooling agreement
in the interest of expediting the war. effort.
During 1948 there was increased development and mar¬

keting of chemicals by B. F. Goodrich Chemical Co.
Crude and man-made rubbers are now blended with

plastic materials to achieve end products which have a
multitude of new applications in such widely-diversified
fields as agriculture, textile manufacture, and electricity.
The production of Koroseal plastic products in the

company's new plant at Marietta, Ohio, is increasing

(Continued on page 32)/ •

BRITISH HONDURAS • COLOMBIA ® COSTA RICA

CUBA • DOMINICAN REPUBLIC • EL SALVADOR

GUATEMALA • HONDURAS • JAMAICA, B. W. I.

NICARAGUA • PANAMA • CANAL ZONE

A half century of Caribbean service underscores today's function

of the Great White Fleet. Here are fast, fully-refrigerated cargo and

passenger vessels — modern and spotless — fit, willing and able to

serve shippers and travellers in Inter-American trade. Competent

staffs, afloat and ashore, and modern'equipment and facilities are
•: --■ ■;' ■■■' y ... . i';." yy ^yyyy ;; y.yy.yyy;;': y'v y;'r:yv ,,yyy y;y:

yours to command.
;'yy;-;;;;:y•: yyy.y •; ;; y^HyV;; yy/:yyy;; ;■ ; y:yyy;y

Great UIhite Fleet
UNITED FRUIT COMPANY
Pier 3, North River, New York 6, N. Y., WHitehall 4-1700

New Orleans: 321 St. Charles St., New Orleans 4

Chicago: 111 W. Washington St., Chicago 2
San Francisco: 1001 Fourth St., San Francisco 7
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steadily. The versatility of these products will bring
about an ever-expanding variety of uses.
In 1948 the "most complete scientific workshop" in

the rubber industry was opened with the completion of
the $6,000,000 B. F. Goodrich Research Center at Brecks-
Ville, Ohio.

W. H. COLVIN, JR.
President, Crucible Steel Company of America

One after another of the pipe lines supplying manufac¬
turers have been filled up with their basic raw materials
and at the year end it would appear that steel is about
the only remaining material required in volume, the
lack of which is limiting general production to any sig¬
nificant degree and at that only certain forms or kinds
of steel. With manufacturers' inventory requirements so
largely satisfied and their needs confined in the main to
replacements, there seems every reason to believe that
the present and certainly the prospective production of
Steel can comfortably satisfy the demand and that this
Will become apparent during 1949. A vast increase in
the demand for steel for rearmament could alter this
View but such demand does not now seem to be any¬
where in sight.
With general production unlimited by material short¬

ages, the supply of all goods can comfortably satisfy
demand even at current levels to say nothing of some
Induction, in the demand for capital goods which must
follow an increase in taxes upon corporations.

SIDNEY B. CONGDON

President, The National City Bank of Cleveland
The past year has been an active one in the banking

business, as would be expected in a year when general
business has run at a high level.
The year has been marked by a moderate further im¬

provement, in money rates and a
continuing demand for loans, al¬
though the rate of loan expansion
has been much lower than in the two
preceding years. Bank earnings,
judging from the reports that have
tome out up to this time, have held
Up to or have moved slightly above
those of 1947.
Loans thorughout the banking sys¬

tem— particularly business loans—
increased at an exceptionally rapid
rote in 1946 and 1947, and by the end
of the latter year had surpassed the
highest levels of prior years. That
movement of bank loans was the re-
ftettion of a high and rising price
tevel and a great volume of indus¬
trial production, as well as heavy
capital expenditures by business in its efforts to over¬
come the shortages of both capital and consumption
gOOds which existed at the end of the war.
The expansion of bank credit which took place in • '

those years was a natural movement. It represented
Simply the performance by the banks of their historic
hWftction of providing funds for the support of business. /
#3*1k loans in the early postwar period assisted business

its^ preparations for expanded production, and those
preparations bore fruit during 1948 inj;he form of out-U
standing production achievements. * "
In 1948, the record volume of production, aided by

stability in the quantity of money, brought „the upward
trend in the general price level to a halt. Numerous ,,

plant rehabilitation and expansion programs moved to
Completion. Many improved and new physical facilities
CSame into production and generated earnings which
already have permitted the repayment of some borrowed
foods. Consequently, in the year 1948 bank-loans to
feOSiness; increased only moderately and the need for
ft&litional bank borrowing tapered off. ;•

KDuring the past year, the market for equity securities
has been limited by the influence of the international
political situation, apprehension concerning the attitude
Of' government toward business and the heavy burden
Of taxes. It is unfortunate that^the limitations of the
oqoity market, plus the provisions of the corporation
fa* laws, give business an incentive to acquire needed
fWids by the creation of debt rather than by the issu¬
ance of equity securities. It is most important to our
ffateire well-being that the business capital structure •
slw»ll be kept in proper balance. To accomplish this a
receptive equity market is necessary. > ' '
fin future years, ?* in the past, the prosperity of the

backing business will be linked closely to the trend and
ho&ith of business in general: This follows from the
obvious: fact that the banking businesses -th^'-serybnti "o%\
Jgemeral business and, is ^dependent upon/lt. ^ In recent: ?
.years, however, a new lactoir has been introduced which^C
is likewise of vital concern to the well-being of banking.
fMs new consideration is the control of interest rates *

by the government and its agencies. As times -has gone *
on, government powers over the moneyy;market- have 4
Increased in scope and have been more actively applied.
T%e government policy in monetary affairs thus has
bOOn exerting a greater and greater influence upon our
business.

We may expect that the progress of the banks in 1949
will be directly related to the movement of business in
^general, subject to the effect of the monetary policies of
the government

George H. Coppers

Sidney B. Congdon

GEORGE H: COPPERS

President, National Biscuit Company

Business and agriculture have stepped up production
to a point where consumer demand in most lines is being
met. As a consequence, prices of many products are be¬
gin inng to stabilize. The danger of uncontrolled inflation
appears to have passed, unless the
world political situation deteriorates.
Any corrections within the economy
should not be serious.
I believe expendable income and

the demand for most products will
remain at a high level in 1949. I do
not look for any substantial decline
in prices. Any material price de¬
creases are not possible with the
high wage rates now being paid, and
reduced wage rates are unlikely.
Price reductions must come from in¬
creased productivity per worker and
technological improvements. * ; -

• In the food industry, which is our

field, the prospects of good crops of
agricultural commodities are encour¬
aging.' Government price support, of
course, places a floor under the prices of many commod¬
ities. I do not anticipate any serious decline in the
demand for bakery goods.
The establishment and maintenance of a sound econ¬

omy depends largely on the resolving of a number of
political and economic questions. The success of a plan
for the recovery of Europe is of vital importance to the
welfare of all of us. On the home front, if industry is
to proceed with sound expansion plans, the confusion
created by the recent so-called "basing point decisions"
must be cleared up. Uncertainty surrounding the future
course of tax and labor legislation can be eliminated by
prompt and intelligent Congressional action in these
fields, and there is reason to believe that such action
will be taken.
There will be more competition for business in 1949,

as expanded facilities are available, but this should be
healthy. The competitive spirit, the urge to improve,
and the rewards to the successful have made and are

continuing to maintain our country and its form of gov¬
ernment the most outstanding yet devised by man for the
benefit of all the people.
I believe the year 1949 will be a good, year for the

people and business of our country, v;

STUART COOPER

President, Delaware Power & Light Company T.
The outlook for business during 1949 by the Delaware)

Power & Light Company, rendering electric service
throughout the State of Delaware and the Dalmarva
Peninsula, has no unfavorable aspects except those
involved in the threat of higher tax- 'r.
ation and such higher wage and cost
levels as may be brought about by
Governmental administrative poli-

■ eies.■ j,;'m£■;[;'(,
The company's sales of electricity

throughout its service area .are Still
showing increases . over- the prior .

year considerably in excess of the
increases showh by the utility busi-
ness nationally. Industrial activities
in the Wilmington area, -including
chemicals, paints, floor/ coverings,-•
automobile assemblies, etc: show un~
usual stability. The construction of a
homes throughout the whole penin¬
sula1 is still in an active stage and
the modernization of homes and in ¬

dustries through the use of labor^.k' j
saving electrical equipment is progressing steadily;*: V
Construction by the States of Delaware and Maryland,

respectively, of bridges across the Delaware River near;
Wilmington and across the Chesapeake Bay near Annap¬
olis, is gettine under way. The building of these bridges,
each involving costs of thirty to forty million dollars,
will in itself create considerable business during the
two-to-three-year construction period, and the bridges
when completed will open new lines of communication
and commercial intercourse across the:peninsula. They
will make easily accessible to the populous areas of
Baltimore and Washnigton- the fine1 seashore resort
areas along the Atlantic Coast in Delaware and Mary¬
land, and the bridge across the Delaware River near
Wilmington will open the markets of Wilmington as
a shopping area for large numbers of people residing
in sourthern New Jersey, J . ; i i
Employment in the area is continuing at a high level.

Several large industries are expanding facilities and
others are planning expansion to proceed if and when
dhe .general political situation becomes clarified. f .

The duPont Company, at a cost said to be some $30,-
000,000, is presently engaged in the development of a
large experimental center at Wilmington .where it will
consolidate its-research-.activities. A General Motors
Company plant for the: assembly of Buick, Olds and
Pontiac motor cars, located near Wilmington and first
put into preliminary service at the end of 1947, is step¬
ping up its activities, while Chrysler Corporation dur¬
ing the latter part of 1948 completed and put into
service at Newark, Delaware 5a large plant for the
warehousing and distribution of automobile parts
throughout this region.
The business of-Wilmington:, as ,a* seaport has pro¬

Stuart Cooper

gressed to a point which fully utilizes its shipping
facilities. Because of the port's favorable location on the
Delaware River, having access to the Chesapeake Bay
through the Chesapeake and Delaware Canal, this busi¬
ness has grown steadily since the war and has reached
levels necessitating consideration of additional facilities
to meet the requirements for docking and warehousing
space.

The middle regions of the Delmarva Peninsula de¬
veloped during the war period into great producing
areas of poultry and other food products. The Chesa¬
peake Bay and Atlantic Coast areas are important
seafood producers.

Research to improve food products looking to the
..retention and development of this business, is bearing
fruit and its continued importance is assured. Cor->-
related with the production of food is the expanding
business of food processing, freezing, canning and dis¬
tribution.

The confidence of Delaware Power & Light Company
in the continued growth throughout this area is demon¬
strated by its construction program well under way,
which calls for about $20,000,000 during the next four
years for new facilities to meet the demands for elec¬
tric power. This is in addition to the cost of a new

generating plant at Wilmington, construction of which
will be started in 1949, to meet the growing require¬
ments and to improve and safeguard service in that
industrial area. This plant, when completed in 1951,
will generate power formerly purchased from outside
sources. * . 1 ' • : i

As a result of all these factors, the officials of the
company expect no more than a reasonable adjustment
and a return to competitive market conditions during
1949, unless the whole economic situation is upset'by
polictial action. f

JOHN C. COX

President, Bank of Knoxville, Knoxville, Tenn.

Our bank's resources are over $10 million in a town of
over 200,000 population. We have found that our busi¬
ness is somewhat better than it was

a year ago, especially from an earn¬

ings standpoint, but believe that we
are going to have to screen our credit
much more than we have in the past
years, as we are finding the wnite

: collar worker spending more than he
: earns, v Our savings have declined
about 10%. Not as many people are

opening savings accounts as there
7 were a year ago. V- '-••••• ..

We have not had a small loan de-
: partment up to this time, but may in
1949 have to onen one to take care

of the smaller borrower.

;VThe outlppk for general retail busi¬
ness in this section, is good due to a...

high labor wage and continuous em- V John c. Cox
ployment, but I believe: the laboring ; A; ^ \ ; •
men is spending everything he makes and saving very
little. r:

RUSSEL COULTER -j:"! / :

f ; From a survey made at the present time in; the great
V Central Illinois region, agricultural Illinois is preparing
;for bumper crops in. 1949. Farm conditions at the present
time lock good. The subsoil moisture is satisfabtory and
more fertilizing is being done than -;T: i

: was done last year. The supply of fer-
; JilizeMsf somewhat more available

>», than last year:: The exceptional soils
in Illinois -make possible a diversi-'

;: fied agricultural program which will
be carried forward in 1949. It is ex¬

pected, however, that the farmers'
.net will be slightly less than in 1948. •«

Coal production in this area has
been cut, there being ample stocks

, on hand. This area has had, to the
date of writing, an exceptionally
mild Winter. It is expected that
coal production will be less than it
was in 1948.

Illinois, which is a great industrial
state, : has developed some soft
spots in manufactured items, not,
however, at this time, to any substantial degree.
It is becoming more and more apparent that-the year

J will see greater strides in salesmanship than in the past
10 years, as the feeling is that the day is approaching
when more emphasis will have to be placed on selling.
It means also that the quality of the products will have
to be better than they have been in the past. Better
workmanship will have to be provided as buyers : are
getting more insistent that the value be there before a
purchase is made. '0 - - a "
From a railroad tonnage standpoint, we think there

will be some falling off the 1948 volume, but not enough
to be alarming. .1 / ,

Our own railroad will continue its rehabilitation
program. * Last year we laid 3,000 tons of rails, 11,000
cross ties. We hope in 1949 to increase our Diesel motive
power ownership, to lay somewhat less rail, but building
up other segments of the railroad plant, so that the

J. Russell Coulter
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physical condition of the property will be better than at
any time in its history.
While, we stated above, we look for the approximate

volume of business in 1949 to be as great as in 1948, one
cannot help notice a feeling of caution in commitments >
over the long pull. There is a feeling that the next move
of business activity will be downward, but there are

many factors which will provide a cushion to prevent ,

the downward spiral attaining serious proportions.
This is the economic picture as we see it in 1949.

C. DONALD DALLAS

Chairman of the Board, Revere Copper and Brass Inc.

Although problems of supply occupied the fabricators
of copper and brass during 1948, as the year drew to a
close the picture was changing and a look into 1949
.gave grounds for hope that sufficient copper would be

available for the needs of industry
without diminishing the essential
military and foreign aid programs..
This moderately optimistic view

becomes possible if we assume that
comparative tranquility will exist
on the labor front. In the last half
of the year, a copper supply situa¬
tion already made critical by the
resumption of Munitions Board
stockpiling was thrown completely
out of balance by the strike in Utah,
which reduced the amount of copper

coming from the mines by about
30%. But strikes, of course, are

eventually settled and in the long
run fundamental factors should rule
in ia situation which from every

point of view is world-wide.
Early in 1948 it appeared that the market had reached

an equilibrium; production was on the increase and
there was no reason to expect any early expansion in
requirements for copper. Prices were favorable enough 1
to stimulate productive activity; rather too high, it
seemed, to encourage additional consumption.
As the year advanced, it was clear that production,

particularly, Overseas, where the greatest potentiality of
increase: exists,- would not reach expected levels.' For
nine months of 1948 refinery production, which includes
copper from scrap as well as from the mines, on a world-J
wide basis.was higher by less than 5%. over the corre- ,

sponding period of 1947. In view of the strike; final '

C. Donald Dallas

figures for the year will show production little, if any,
greater than in 1947. , , . . ■

.United States -imports rose by 30%, but were insuf¬
ficient to meet the deficit in supply.: Fabricators in the
first nine,/months of 1948 consumed 1,057,000 tons of
copper, an increase of 5.6% over the corresponding
months of 1947. By the end of September, this brought
about a reduction of 32,000 tons in combined fabricators'
and refiners' stocks of copper.
The needs of the new stockpiling program as they

have developed are relatively modest, ranging at this
time about 30,000 tons a quarter, which compares with
fabricators' consumption of about 350,000 tons a quarter.
But without a comparable increase in supply, this pro¬

gram bore heavily on the domestic market, which was
just about in balance and without adequate reserve
stocks. •

The renewal of stockpiling preceded by a short period
an increase in the cost of copper. On the Valley deliv¬
ered basis usually quoted, it went to 23 lfe cents a pound,
an increase of 2 cents a pound.. This increase was pri¬
marily due to wage increase at the mines, plus higher
cost of freight and other services, but it could not have
been put into effect if demand had not been so urgent.
Fabricators reluctantly followed the increase in the

price of refined copper with higher prices for their
products, but without noticeable effect on demand. In
ordinary circumstances the increase in prices for copper.
and copper products would have encouraged the use of
substitutes such as aluminum and steel; the fact is that
these metals are also in short supply.
Revere fabricates aluminum and steel as well as cop¬

per and brass and we can adapt our operations to con¬
sumer preferences. We view any. circumstances which
tend to restrict the use of copper with concern, however,
because for most of the uses to which it is put copper
is the metal which will best serve our customers. ( ^
Consumption in the United' States continues to run at.

approximately double the prewar rate. A rather heated
debate ranges around the question whether this increase
is simply a phenomenon of the postwar , peridd Or
whether it points to a fundamental trend. There is con¬
siderable evidence that the latter is true.

Almost three. quarters" of the copper fabricated in the
United States..goes into "three industries—the electrical,
(including public utilities);" building arid automotive.
Automotive demand is virtually unsatiated, except for
the very high priced vehicles. Building will probably
decline somewhat, but the decline is unlikely to affect
copper. Little of the metal is used in the jerry-built,
roof-at-any-price type of dwelling which too often has
been offered prospective home-owners in the postwar

period. As quality considerations acquire greater influ¬
ence, as tney seem sure to do, relatively mare copper
will go into dwelling construction.
Electrical and public-uality needs are expanding. The

electrification of the farm has virtually just begun, and
the supply of electric current is years behina potential
demand. In this respect we are in a new era, when use -

of copper per capita seems certain to be far above pre¬
war averages.

As contrasted with domestic consumption, foreign use
of copper is still at lower than prewar rates. Somewhat
surprisingly, operations of the Economic Cooperation
Administration have not so far seemed to increase for¬

eign absorption of copper. Ultimately that should be the
gradual effect of the program.

So we have relatively stable or rising demand, and a

supply that has not risen adequately. Furthermore, the
nature of mining operations is such that material in¬
creases in production, in a relatively short time, are dif¬
ficult of attainment. The high rate of wartime production
by the mines, here and overseas, has tended to exhaust >
readily accessible high grade ore and bring about the
need for extension of operations as well as the develop¬
ment of entirely new sources. This is the general situa¬
tion in the United States; in Africa and elsewhere the
limiting factors tend to be transportation and facilities
for concentrating the ores.

Stated in this way, the outlook is not promising. But
there are encouraging factors in the supply situation
that are just beginning to become manifest:

(1) The stockpiling policy now appears to be to rely'
in part upon foreign rather than domestic sources of
supply during the current period of shortage here. A
Canadian mining publication reports a substantial con¬

tract for shipments from Canada to the United States
for stockpiling purposes. This is nrobably not so high
as reported, nor enough to curtail the availability of
Canadian copper for import for private industry. But'
this and other such contracts will encourage increased
foreign production, which is where we must look pri¬
marily for increased supplies in the United States.

(2) There is a possibility that copper will be stock¬
piled to some extent in the form of brass. .Military needs
from, the volume standpoint are for cartridge brass,'
copper plus 30% of zinc. The Government has access to.
large quantities of brass scrap which could, be obtained
without pressure on the industrial market for copper. I

(3) The ECA is understood to have already taken
measures to help output in Africa through the supply
of mining and related equipment. These short-term aids

(Continued on page 34)

1899 1949

Joy a momentous half-century American Woolen Company has
catered to the needs of users of wool textures, and is proud to
have won such widespread approval for its products.

On entering the second half of its first hundred years,
American Woolen Company pledges its utmost efforts to continue
to deserve the place of leadership which has been accorded to it.

The GreatestName in
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are in addition to whatever program ECA may be able
to work out for long-term expansion of production.
(4) It seems reasonable to hope that further suspen¬

sion of the copper tariff will be voted by the new Con¬
gress. The tariff is due to be reimposed after March 31,
1949, unless the new Congress agrees to extend the sus¬
pension, but in view of current shortage, it seems
probable that little if any opposition will develop to a
continuation for two years of the present tariff-free
status of copper. This, too, will be a way of encouraging s

needed,foreign production.
'

These are the reasons for feeling a degree of confi- '
dence that supplies, although 'not abundant, will be
adequate for industry in 1949.

harry w. davies

President, The Syracuse Trust Company
Vice-President, New York State Bankers Association

My concern in making any statement dealing with the
expected in 1949, comes from the fact that the "prophets"
generally didn't do well in 1948.
Banks need more income—we have been slow to take

advantage of our opportunities—our
expenses have been rising rapidly
since the War; and, because "Neces- ;

sity is the Mother of Invention," I.
look for higher interest rates, in¬
creased service charges, an increased
demand for more satisfactory yields
from prime investments; and, from
these sources, earnings will be main- ■■

tained at satisfactory levels.
The effects of the Marshall Plan

and the so-called "Defense Program"
are not yet evident; but, it seems
reasonable to anticipate continua¬
tion of good business and high gross
National income throughout the year.
I do say to all business, certainly in- '

•

H. W. Davies eluding the banks, that we should
,v proceed with caution—but not nec¬

essarily alarm. In Syracuse, our industrial leaders: are
very optimistic. They have enjoyed a full share of the
postwar prosperity and we are still welcoming new bus¬
inesses to our community. \/// >i;;/ V V../'

. It now appears that employment will be high—perhaps
not as high as immediate postwar, but still higher than,
prewar. The result should be profitable production,
proper balancing of inventories, higher labor efficiency
-and stability of product.
I sincerely hope that bankers everywhere will continue

in community leadership, strive to impress the need for
-economy and, in every way possible, change the thinking
that our extravagances can lead to anything but disaster
and heartache. :..." •

It is not easy to predict the future; but, 'this I am sure
of, that banks and bankers are alerted to the problems
of the day and will try to do their part in making this
nation the strongest in the world.

w. laird dean

President, The Merchants National Bank, Topeka, Kan. >

I think bankers will begin the year 1949 with optimism.
That optimism must be tempered by the knowledge that
America's great productive system has about caught up
with the back log of demand created ;

by the short supply of war years and
the tremendously increased purchas¬
ing power of our people, and the
easy profit years are gone. f

; | Naturally, any appraisal or the
future must recognize the uncertain¬
ties in the international picture,, and
the possibility of a national adminis¬
trative program which can thrdw our

economy out of gear but, subject to
unlooked for changes in either the
international or national picture, or
both, it is my personal feeling that
America will enjoy another year of
prosperity in 1949. So long as our

surplus of food and basic industrial * "

products are exported under our pro- ./ *W. Laird Dean
gram of helpfulness to our foreign '•/•/!/.!!
friends, it seems to me that labor will be well employed
and our farmers will be prosperous, and that no serious
recession will be encountered.

. /v;-''■??;'v'?-■
So far as Kansas is concerned, our farmers have less -

indebtedness and better reserves than they have ever
had in history. At this writing the prospects for good e

crops in 1949 are above average, and since our economy "
in Kansas is geared so closely to agriculture, we see no
reason. to anticipate any substantial reduction in the
volume of business enjoyed during 1948. ■ ; :

• Some soft spots are appearing, of course, in the field
of distribution where the adequacy of supply will test the
talents and courage of our distributors. The law of sur¬
vival of the fittest will effect the elimination of many *
individuals and companies in this field who have not
been seasoned by the adversity of earlier years. It seems
to me now that the job of production has been so master¬

fully done in our country, we will face in 1949 the be¬

ginning of the test of whether or not our merchandising <
and distributing industries can do their job to the end
that labor may be fully employed and our living stand¬
ards maintained. r

• Nineteen forty-nine and the years ahead will be a chal¬
lenge to the intelligence and courage of the American
Businessman.

C. McD. Davis

C. McD. DAVISV.,: £;££//
President, Atlantic Coast Line Railroad Company

The outlook for traffic volume is good but the outlook
for net earnings is decidedly uncertain at the present
time. Student of the railroad transportation industry are,
of course, familiar with the proceeding presently before

the Interstate Commerce Commis¬
sion captioned Ex Parte 168 — In¬
creased Freight. Rates, 1948, in which
the railroads are seeking authority
for immediate interim increase-in

freight rates and charges of 8% and
authority, after full hearings, for a

permanent 13% increase in substitu¬
tion for the interim increase, which
may have theretofore been granted.
What the Interstate Commerce

Commission may authorize, I do not
know, but naturally 1949 results will
depend principally upon the action
of the Commission, since/increased
costs of materials and supplies, and
the 10 cents per hour wage increase
granted certain classes of employees,

'h effective Oct. 16, 1948, and offered all
other classes of employees, have about consumed the
margin between operating revenues and operating ex¬
penses. -/:■
I testified before the Interstate Commerce Commission

in Ex Parte No. 168 that the basis for our estimated earn¬

ings for year 1949 was assumption of the same ireignt
traffic volume in 1949 as in 1948, which is another way
of saying that I expect general business conditions to
be about the same in 1949 as in 1948. If adequate relief
in the way of freight rate increases is obtained the earn¬

ings from that traffic volume will enable the Atlantic
Coast Line to continue its program "of modernization
which has as its objective the bringing of the physical
property to such standards as to make it possible to
render the very best service to the shipping and traveling
public. ' -

v ■ - • c. e. denney

?'.% President, Northern Pacific Railway Company
vc **«•';'.! / ' * ' ■' ; '■A'- ; *: ,, - - ,' ... \

.Many factors enter into an appraisal of 1949 business!;
prospects along Northern Pacific's "Main Street, of ..the
Northwest." Take, for example, agriculture, the products
of which provide a very substantial tonnage'for Northern :

Pacific. Our territory, as a wnole./;///
from the head of the Great Lakes to
the North Pacific coast, has enjoyed
nine consecutive years of excellent
crops, with resultant prosperity in
the area and heavy traffic for our
railroad. What the 1949 harvest will

be, depends to a great extent on the
weather next spring and during the
growing season—and nothing is less
predictable than the weather.
Agricultural territory served 'by

Northern Pacific west of Montana

entered the winter with an abundant

supply of moisture. Winter wheat
acreage tributary to the N. P. is esti¬
mated equal to last year, which ;

was an all-time high and stand and
growth on Dec. 1 was reported ex¬

cellent, except in south central and eastern Montana,
where it was too droughty for fall seeding;- Winter rye
acreage in Minnesota and eastern North Dakota also
suffered from drought and those states will require abun¬
dant moisture next spring and summer to insure average

grain crops.

. The Northwest livestock population is still high, though

slightly below a year ago, breeding stock is in good con¬

dition and*feed.supplies are ample. * „ ■ /
, ■ . .

Prospects of low sugar prices in 1949 point to reduced

sugar beet acreage in our territory with resultant loss
in freight tonnage.

Regardless of this year's crop, Northern Pacific is as¬

sured of a substantial wheat movement in 1949.because

of the large amount of country-stored grain,:,which is
under government loan and which should start moving
in volume in May and June. Yakima Valley apple stor¬

age stocks are relatively heavy and a good volume of
traffic is expected through the winter. !„,
A drop in Northern Pacific's December traffic as com¬

pared with December, 1947, was due in part to a heavy
falling off in the movement of forest products, which
represent an important percentage of our tonnage. A .re¬

duction in lumber orders late in the year caused numer¬

ous small Pacific Northwest mills to shut down and some

of the large ones to curtail operation. With the resump¬

tion of market demand for lumber which has character¬

ized recent years and which is generally anticipated,
Northern Pacific revenues will benefit materially.
Northern Pacific will carry on in 1949 its continuing

program of additions and improvements to plant, putting
down new and heavier rail and rock ballest and purchase
of new equipment. To what extent this program is pos¬

sible will depend, of course, on the volume of traffic, the
outcome of the carriers' application for a freight rate
increase and the unions' demands for increased wages.

Richard R. Deupree

C. E. Denney

r. r. deupree -v:/--' y
Chairman of the Board, Th6 Procter & Gamble Company

Business in all branches of the company and with
practically all of our products has been good during the
past 12 months. This was true not only in the United
States, but in our overseas operations. The volume and

• the -character of the business both
have been satisfactory. ; '
A big part of the job of modern¬

ization of our plants, which neces¬

sarily was deferred during the war,
now is behind us, and it is already
paying returns in the shape of lower
costs of manufacture., and higher
quality of products.
Our greatest problem has contin¬

ued to be one of money—due to the
high cost of our basic raw materials
—-fats and oils. This has made neces¬

sary a much greater need for money
to finance purchases at these higher
levels, but we have been able to do
this without adding to our capital
structure. "V r /

- The: international situation is such
today that any attempt to forecast regarding business
operations is difficult. However, in view of the continued
strength of consumer purchasing power and the fact that
there is no serious evidence of accumulation of goods
in our. lines, we are looking forward to a continuance of

.4good business for the Company. „i\ } •

hal h. dewar *

President, Investment Bankers Association of America
Partner, Dewar, Robertson & Pancoast,

1 San Antonio, Texas ' ,

How business, fares in 1949 de¬

pends to an overpowering extent on
government — not only on what it
does but also in a great measure on

the attitude of government leaders
and their approach to the problems
affecting business and finance. An
attitude-that is cooperative and un¬

derstanding of business and its prob-
5Jems could do wonders in helping to
keep a high level of employment.
The investors of this country are

lapraying for this sort of an attitude.
With it, will come a freer /flow of

/ capital;: into productive enterprise,
/ which will mean a sounder market
for the services of labor and a higher
standard of living lor all. Hal H. Dewar

chester r. dewey

President, Grace National Bank of New York

As the volume of business activity was definitely
declining at the year end, it is probable that trend will
continue throughout the first few months of 1949. Even
at the reduced level of business activity there is tre¬
mendous buying power in the coun¬

try, and a more balanced* position
between supply and demand restor¬
ing normal competitive conditions
would be the best thing which could
happen to our economy.
Businessmen are worried by the

increased evidence of soft spots in
the national economy and are hesi¬
tant to make commitments for 1949
until they can see more clearly what
is ahead. Also, the frequent reports
of lay-offs of employees with conse¬

quent reductions of total purchasing
> power indicates that inventories
should he watched and expenses

kept under close control. -
'

; Something of the same worry
seems to have struck the buying
public whose purchases declined markedly in the latter
/part of 1948. There has been some evidence of con¬

sumer resistance to high prices which may indicate that
some items may have been priced out of the market.
.The unusual phenomenon'of pre-Christmas sales and the
emphasis put on post-season or inventory clearance sales
are symptomatic of the efforts of merchants to combat
the declining sales trend. Some substantial markdowns
/have been made and these should stimulate sales, as
.. should also the lower prices of farm commodities. ;/

In the last analysis, it seems to me, neither govern¬
ment policies nor the attitude of the executives who
manage industry and commerce will be controlling.
Whether or not the general public is willing to buy goods
at any specific, price level.will be the deciding factor.
The government cannot force the people to spend and
merchants can only tempt them to buy, by offering prices
which appeal to their pocketbooks and their sense of

. sound values. ;

In the field of foreign trade the outlook seems to be

for a lower"volume than in 1948, which in turn was

substantially less than in 1947. The rest of the world

does not have the money to buy from us in as large
volume as in previous years, and will not have unless

we buy from the rest of the world in still greater
volume. Disbursements by ECA were not sufficient to

offset in 1948 the total decline in our country's world

Chester R. Dewey
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trade, nor will any 'foreseeable disbursements by that

• organization in 1949 be sufficient to reverse' the declin¬

ing trend. Unfortunately, it seems to be the policy of
many of the countries which are beneficiaries under the

. ECA Plan to ship their merchandise to soft currency
: countries rather than to us. This is quite understandable
since there is no incentive, for them to secure dollars toy
i shipping merchandise when they can obtain dollars
• under the ECA Plan. Hence, they prefer-to sell to *
countries which normally trade with them. One unfore¬
seen result of this situation seems to be that the Marshall
Plan countries are doing more and more of their business
in Sterling and are not accumulating dollars with which
to trade with us.

As to our domestic business, in many lines supply has
not yet caught up with demand and sales are continuing

• in substantial volume. Judged by any standard, except
those of the extraordinary years of 1947-48, business
activity should continue on a very high level. Gross
national product and national income at the end of 1948

.. ...were at record heights, and total spending must' natu¬
rally continue to be very great. If our own people

■ decide either that prices are satisfactory or that there is
•

no reasonable chance of their declining and begin to
spend their money freely,, we should have good domestic
business this year. ■" ' >" " A

.

BYRON DUNN^^'V-
President, National Bank of Commerce, Lincoln, Neb.

First, I feel that all- businesses, including banks, need
- to'do a better job of public relations and not try to make
excessive earnings but try to give good service to their

; customers to help solve'as many of the problems in the
local communities, as well as the National problems, ;as

> they possibly can;- • - •
. , * 1 *"'< r

Second;^the thing that everyone... wants to know Ms
•

whether prices are going up or down. Ta me. to:think
t about that phase of banking business or any ether busi¬
ness too.much is. just plain gambling,I think.everyone
should carry a reasonable amount of inventory to take

-

care of their-nominal needs, taking into consideration
fluctuating purchasing power for the people in their
ojwn trade territory. .This applies-to banks as well as

every Other business. Each and every banker should put
- a-lot of extra Work in the handling of their loans; be
-sure tfiat the papers supporting those loans are correctly
drawn and correctly handled arid check their borrowers
as to their liability ipr taxes and other fixed expenses
and advise. with them regarding the general conduct

„ of their business so that they can make a reasonable

profit.." Conferences with your borrowers pay large divi¬
dends for both the borrower as well as the bank and

nothing takes the place of good hard constructive work
to- build assets for the banks as well as everyone else.

RODNEY S. DURKEE^
President, Lane-Wells Company ■i:-!;

The general outlook for 1949 is-a
little bit cloudy because of the un¬

certainty as to how far Congress wijll
go in carrying out the President's
recommendations. I am quite con¬

fident that the oil industry will have
a very satisfactory year and that the
oil service companies, such as mine,
will, do slightly more "business in

1949 than they did in 1948. In my

Own companyf we are proceeding
with the expansion of our facilities

and have approved the largest capital

Rodney s. Durkee expenditure budget in our history.

■ GECRGE A. EASTWOOD

Chairman of the Board, Armour and Company »..

V There,are. conflicting factors in the livestock and meat
situation which make difficult any prognostications for
1949. Bountiful, harvests in 1948 would seem to indicate
the. probability,' of increased livestock production. The
employment,, an d wage situation
would seem to indicate continued

heavy, demand for meat, though not
necessa'rily''a - heavier demand than
:now exists. Normally these factors
would justify expectation of de-"
creased livestock and meat prices in
the not too distant future, because
meat is exceedingly responsive to
the law of supply and demand.
It takes from one to three years

to- bring about substantial increases
in the supply of meat animals. In
the case of hogs and lambs the deci¬
sion to increase production can be
realized'in about a year.' In the case
of 'cattle the time requirement is
nearer three $ears.- These facts make
it. obvious .that our current "big corn

crop is not .going to be immediately reflected in increased

Geo. A. Eastwood

<

meat supply. The best we can hope for is that hog num¬
bers will increase toward the end of 1949 and that in
1951 cattle numbers will show the effects of the big
Crops. Men who feed livestock are already showing a

'

disposition to take advantage of the huge supply of corn.
Shipments of feeder cattle into the corn belt in Novem¬
ber were substantially greater than a year ago.
But will these indicated increases in production really

solve the problem of using up the corn supply and mak¬
ing possible lower meat prices? At the present level of
prices a farmer or rancher who sets out to increase,
substantially, his production of hegs or lambs or cattle
must make a rather large increase in his capital invest;-
ment. Meat animals even at the stage where they are

. just the raw material of the meat producer are not cheap.
On the contrary, they represent a great deal of money in
comparison with what they cost ten, years ago. Feeder
steers weighing around 700 pounds and suitable for tak¬
ing into the corn belt for a year's stay in the fattening
pens, now cost farmers and feeders around $25 per cwt.
whereas before, the war similar feeders were obtainable
at $9. It should be obvious from these comparative fig¬
ures that even with a lot of corn available, a corn belt

i farmer is going to think twice before he. invests his own

money or borrowed money in any considerable number
of feeder steers. . : A -A A
Converting corn and other feeds into meat is not one:

of the world's easiest tasks. Contrary to what many/city;
folks think, livestock farming is hard work. Further-;
more it is risky work as every farmer who dates back to'
the first World War will remember all too well. M"; |:
While rising prices get the newspaper* headlines tile

fact is that prices fall just as often as they rise-and by
•

and large the distance they fall is just about as much
1 as the distance they rise. After the first World War
•' livestock prices moved up to levels which were rela-j
lively as^high in that day as are the present day live-*

i stock prices. When they . fell,/millions of farmers lost
. billions, of dollars. Ever since the end of the second
World War the livestock growers have been receiving
advice from the government and from other agricultural
authorities warning them against a repetition of ."their
/first World War experience. It is impossible now to say
. how much, their future plans will be influenced by their
; past experiences—-.and by these bearish warnings.
• • If there were fewer uncertainties confronting them
> livestock men would doubtless seize upon last year's
^record corn crop to make substantial increases in their
• herds and droves and flocks. By instinct and by training
i livestock men prefer to expand productions rather than
. to curtail them; At the moment most of them have a

(Continued on page 36)
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What is a "GREAT PERFUME?"

In "An Open Letter About Perfume".^ I have explained
how to choose a "good" perfume. It :is more difficult, however,

• to explain what is a "great" perfume and how to recognize it.

It is just as complex to explain what makes a perfume
"great" as it is to explain what makes-a piece of-music or a

painting a masterpiece.

> Ad High price does not make a "great" perfume, nor even
a "good" perfume.

It is true that a "good" and a "great" perfume can be
made only at a price (because its making requires first class
essential oils and other ingredients which are often very costly),
but this price need not be extravagant. 5 ♦-? - \

ll .'V • k V . ■ V • "* - ' ' •<. 1 " # ' ■ jf' * ^ J*. -t' V .1 * ' • V A ' ' V • •♦..

A GREAT PERFUME must be refined and give you a

feeling of beauty and happiness. , / •
■■{ y ''.J/ •• ; r .7' J v." z : r''' v: '• ' '• • •* ''

v.' - V'' ^ k"-.' :".T. ^ w ^ '*%■:"<v '> ' ., -'A."

•'■'/■ A GREAT PERFUME should he an "original" fragrance,
and not merely a variation on the s4me theme. It should be as

different as L'Origan is from L'Aimant. ' ■

A GREAT PERFUME must have a remarkable unity of
odor, by which we mean that not even the most sensitive nose

should be able to distinguish any specific component of the
perfume. Furthermore, it should maintain this unity of odor as

it "diffuses" in the open and with time. At no time may it lose
its beauty and refinement.

A GREAT PERFUME;wilL awaken in us the sentiment of

mystery and rejoice our heart. " . M

A GREAT PERFUME is lasting, yet gives one always a

feeling of beauty, of joy, and refinement.

A GREAT PERFUME like a masterpiece in all other arts,
wins the recognition of the public and stands the test of time.

Never forget that you will be remembered by your perfume.

PRESIDENT

COXY, INC.

*Anyone wishing a copy, of/'An Open Letter About Perfume1" may secure it by
writing to Coty, Inc.,'730 Fifth Ave., fl/ew York 19, W. Y., Attention Miss I. Floriati.
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Business and Finance Speaks Hitter the Turn of the Year

Harry Edison

(Continued from page 35)/

choice between expanding production in order to utilize
their big crops or just sitting back and letting the Fed¬
eral government acquire the crops at support prices. If
they choose the latter course they minimize their risk.
What the government would do with all the corn that
it might obtain under these circumstances—particularly
if the 1949 crop is also large—is not certain. Some of it
would doubtless be shipped abroad to help promote the
standard of living but most of it v/ould eventually have
to be fed to livestock or perhaps used for fuel. Waste
of nature's bounty is unthinkable—but it is not beyond
the realm of possibility.

. . ."
Looking at the livestock and meat situation in its

broad aspects there is some basis for hoping that supplies
will increase but little reason for expecting any sub¬
stantial decrease in prices in the near future.

HARRY EDISON

President, Edison Brothers Stores, Inc.

To prophesy the business outlook for 1949 one must
really "stick, his neck out."
If what has been taking place during the last few

months is any criterion, business and industry have taken
on some degree of jitters and nerv¬
ousness. This has been brought about
by a readjustment,of- consumer buy¬
ing and a greater expansion of con¬
sumer resistance to high prices. We
have already seen a curtailment of
employment in .various parts of the
country and a laying off of workers
for various reasons. This, no doubt,
is an indication that industry is en¬

deavoring to return to a definite
stabilized pattern of operations in
keeping with seasonal demands.
Such seasonal layoffs may be forced
upon manufacturers and suppliers
by distributors themselves who are
endeavoring to return to methods of
prewar buying.
With 'the exception of * • autos,

metals, and construction' materials generally, as well as
housing, supplies in many lines are rapidly, approaching
consumer demands, and the problem of/scarcity will be
less evident in 1949 than it has been heretofore. I feels,
that it behooves management to proceed cautiously in
formulating any expanded program until there is a def¬
inite degree of some certainty as to what business can
expect from the incomipg administration in Washington.
No doubt, higher taxes hecessafy to balancing the budget
could materially siphon off Corporate profits, and if the
.nervousness and jitters should expand by reason of high
taxes, price controls, or legislation that could jar our
over-all economy, business will be frightened into sharply
curtailing investments. Bankers could take the position
of clamping down too strong on credit, and manufac¬
turers and industry might take the position, as some of
them have already done, to hold to profits by curtailing
production and endeavoring to keep prices high.
Our Government cannot expect to collect taxes unless

industry and business can acquire profits. Business must
have assurance that it can maintain, its operations on. a

free, competitive basis, and based upon the fundamental
principle of a free enterprise system which has always
assured industry and business that through their own

efficiency and efforts profits can be maintained.
All of the foregoing does not reflect by any means a

pessimistic outlook for business generally for the coming
year. There is enough on the favorable side to make for
another year of business prosperity. Government spend¬
ing for defense and additional billions which the Gov¬
ernment will likewise spend for foreign aid, .coupled
with a continuation of high farm prices, should serve
somewhat of a shock absorber to any mild drop in busi¬
ness activity which is to be expected. Moreover, there is
definite indication that in many, lines, including food,
the consumer public will be able to get more for the
dollars they will spend. The purchasing power of the
public is still on a high level.
Shoe production having caught up with demand, the

public is now justifiably demanding better quailty shoes
at lower prices than now prevailing. We can, therefore,
expect a further drop in shoe prices for the coming sea- .

son since there is yet a wide area for prices to be sta¬
bilized to more normal levels. Tanners and shoe manu¬

facturers will be called upon for a better job yet to be
done.

It has been proven during the war that industry and
the resources of

. this country could be geared to mass
production and it is through mass production of con¬
sumer needs that the utmost values can be offered at the
lowest possible cost to the greatest number, and if
efficient management will pattern its operations accord¬
ingly, a high rate of employment will thus be maintained
and more spending for consumer needs will continue to
prevail.

Our own company will close the year 1948 with a new
high sales record amounting to approximately seventy-
five million dollars ($75,000,000). It now operates a sys¬
tem of 202 units, and all operating departments are be¬
ing resurveyed with a view of obtaining the greatest
possible efficiency for' the greater challenge that lies
ahead.

Based upon a world at peace, which we all fervently
pray for, I feel that our people, united in the support of
our Government, will enjoy another year of prosperity.

A. G. Elain

A. G. ELAM ■; 7
President, Southern Commercial and Savings Bank,

St. Louis, Mo. ■ /;/;

During 1949 price resistance will play a major role in
our economic life. We are beginning to see signs of it on
every corner, The seller's market has had its honey¬
moon. The era of the imaginary paradise is gradually

ending. Consumer goods have almost
reached the saturation point, evi¬
denced by this example—the normal
housewife no longer asks for six
bath towels when she needs only
three. Reduced prices—"Were 400
each, now three for $1" signs—are
appearing in many stores. Potential
automobile buyers are not placing
orders with half-a-dozen dealers, in
the hope of securing a car at some
indefinite future date. Prompt de¬
livery now is not only expected,
but being effected without having to
buy all the trimmings that have
been required heretofore. Hundreds
of new, completed, unoccupied four-
and five-room dwellings are unsold

, -tv
. . ...... on account of the high price tag. The

so-called average man realizes he cannot afford a $17,500
house.:/.:':/;-,:'/ /' ' •■.; '/v'

■ Bankers are convinced that these abnormally high
prices are not a part of a durable economy. , They have
hot forgotten the early 30's and are determined that such
times will not be repeated and they are moving cau¬

tiously, conservatively and prudently. Such thinking as
v this will result in just one thing. With restricted credit,-
the velocity of buying will be substantially reduced, and
the inevitable adjustments will be made. It will be done

*

with fewer casualties than in other similar periods. They
know that an instantaneous change would be extremely
dangerous...., -

( . - ■» „• - * .'
During and since the war, bankers have enjoyed

a "Have your cake and eat it too" period. They have
been able to show a substantial profit in spite of their
apparent lethargy. Now looses are beginning to creep
in, and no doubt, will increase as the months come and
gO. ' '
If Mr. Banker and Mr. Congressman will adopt for

himself a 72-hour work-week instead of a 30-hour, using
horse sense and hard work, then genuine, sound, down-
to-earth natural prosperity will prevail. Otherwise our

paternalistic government will teach us how successful
business should not be managed. \ . / L i . U'.

•

V- •r \ -t ,v. y v.. ///-//A:

^ V HON. ALLEN f ELLENDER. / $
U. S. Senator from Louisiana

A It is my opinion that to maintain a strong America
we must make available to our people their basic neces¬
sities and comforts of life. Among these are decent and
sanitary housing at prices or rentals they can afford to
pay; better educational opportuni¬
ties; and adequate hospitalization
within their financial reach. A con¬

tented and happy people can always
be depended upon to uphold liberty.

•';i - I am against repealing the Taft-
Hartly Act. I am co-author of that
measure and I know of no provision
therein that is harmful to the rank
and file of labor or to management.
It has curtailed the power of labor
bosses and racketeers, and I have
heard little adverse criticism except
from these laborbossesand racketeers.
Labor and management are now

almost in balance and I shall not
consent to a return to the lop-sided
labor management relations created
by the Wagner Act.
""

Our government has become top heavy and every/
effort should be made to curtail administrative expenses.
I will support increased taxes, particularly as they

will affect our middle classes, high income groups and
excessive corporate profits. I would be inclined to .be
lenient with taxation against corporations provided some
method can be devised to force a greater distribution
of corporate profits to stockholders.^
I do not favor price and rationing controls in any

manner or form in peacetime. I strongly advocated
such measures during wartime and I know the diffi¬
culties encountered in the enforcement of controls. .It
could not be made to work in peacetime. If after further
study I recognize the necessity for price controls and
rationing, I would not vote for any law unless controls
and rationing were placed on every article of commerce,
as well as wages.
I shall continue to oppose with fullest vigor the Pres¬

ident's civil rights program. I am a believer in consti¬
tutional government. States must continue to determine
the right of suffrage as provided for by our Federal
constitution. They should continue to make laws pro¬

hibiting crimes that are purely local in character and
to enforce them through their own selected officials,/
The nefarious Fair Employment Practice Commission
shall never become law with my vote. I know of no

greater blow that could be struck against private enter¬
prise than to force an employer to hire workers not to
his own choosing. Minority groups should not be per¬
mitted to rule the destinies of the majority of our;
people. Except for the politics involved in the civil

Allen J. Ellender

P. W. Eller

rights program, the whole plan would be snowed under
in Congress. . ■ • ;•
Farm prosperity insures abundant food and clothing.

That can be attained through moderate price supports
and legal controls imposed by the farmers themselves
through democratic processes. Farmers should not expect
price supports unless they consent to production con-
irols. . v/
Future assistance to our friends across the seas should

depend upon the extent to which they help themselves.
I believe permanent peace can be attained through the
United Nations organization. In time, and with patience
it can be made to work. ::"

PETER W. ELLER

Chairman, Board of Governors, Building Trades
Employers' Association of the City of New York

A year ago in this space, I expressed the opinion that
construction costs had ceased their sharp upward climb
and would level off in 1948. ,I believe the events of the
past year have substantially upheld my views.

1 <.<•— , At the start of the new year, I am
even more firmly convinced that
over-all building costs have reached
their postwar plateau, with no ap¬

preciable rise or decline in the fore¬
seeable future. The building indus-

~. try overcame many of its problems
in 1948 and "came out of the woods"

v of adverse public criticism, too often
without basis. ///V-.-
The record established in thq home

building field; progress made .in
■ construction techniques and design;
the wider acceptance of new mate¬
rials and labor-saving equipment;
and the gains made toward a mod¬
ernized universal building code all
attest to the steady advances inher-

; ent in the industry. ,

Today construction companies in Metropolitan New
York are geared to the peak of productive capacity/both
from the standpoint of over-all efficiency and coordina¬
tion of work on the job. Four major factors have brought
about this situation, so favorable for the industry and
for investors in commercial buildings and for industrial¬
ists who have been holding off letting contracts for
needed plant expansion. They are: ,

(1) Stabilized wages of the building mechanics, which,
under the agreement reached between the Building
Trades Employers' Association and the Building and
Construction Trades Council and their affiliated trades,

. will hold until June 30, 1950.
(2) Steady improvement in the productivity of labor

on the job, and an increase in the supply of trained
workmen. .

(3) Even flow of building materials to the job site,
with few exceptions.
(4) Union-management cooperation in the prevention

of harmful and costly jurisdictional strikes in the metro¬
politan area. / % . ./ ...

The availability of materials and the addition to the
building pool of trained mechanics, brought about by the
steady increase in the number of apprentices through
the cooperative attitude of unions and employers should
result in a higher rate of production. The infusion of
young men into the building trades serves to level off
the age average of craftsmen.

• I am convinced there will be no substantial reduction
in over-all building costs, but I do believe that the major
factors mentioned above will tend to stabilize costs on.a
firm postwar plateau in relation to today's standards.
This should induce confidence in investors and do much
to stimulate a high level of construction.
Perhaps no better commentary on the building indus¬

try could be quoted than that made recently by Mayor
/•William O'Dwyer. He had asked the BTEA and the
Building and Construction Trades Council to make a

/ progress report on the effectiveness of the wage stabili¬
zation agreement now in effect a little more than a year.
The joint report, submitted to the Mayor by the Building
Trade Employers' Association and the Building & Con¬
struction Trades Council, AFL, emphasized the fact that

- today there is an increasing number of firm bids being
made on multi-million dollar construction project^1 which
will require from one to two years of work. >ObvijOU$ly,
responsible contractors could not risk firm bjidsiunless

'

they were reasonably assured of stabilized labor'itdsts
and an indication that material prices are'reaching a

. similar stage. ... . ! 'v l'/,',/■ I ,Y ;S;"'

After reading the report carefully, Mr. O'Dwyer
"Both employees and contractors have had difficult aha

serious problems to overcome ..... (but) stabilization of
wages and the leveling off on material prices now make

;s possible firm bids that do away with possible rises that
adversely affect contracts. . , ,.It is important to note that
these gentlemen, under trying circumstances, brought
about chiefly by rising costs, have done a remarkably
fine job. ' * ^

"This stabilization applies only in New York City and
no place else in the nation. The city is grateful to them

. for their help in making it possible for the City to plan
its future building program."
I submit, this official comment from the Mayor of New

York City, as clear proof, if any is needed, that the build¬
ing industry in Metropolitan New York—both manage¬
ment and labor—is prepared to satisfy the. building re-

:. quirements of business and industry with the best pos¬
sible construction at the lowest possible cost.

(Continued on page 38) ]
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Elects 1949 Officers
DETROIT, MICH.—The Detroit

Stock Exchange announces the
election of the following officers
for 1949: . '

Arm in <H. Vogel

President: Armin H. Vogel, A.
H. Vogel & Co. (re-elected). <v

KVicePresident;Clarence.i A.
Horn; First of Michigan Corp. *:;
■t Treasurer: Samuel Hague, Smith,
Hague & Co.. (re-elected). : ;
'

Announcement was also made of
the reappointment of John O.
MacFarlane as Executive " Vice-
President and Fred J. Oppat as

Secretary.* . . . *
*

Governors elected to the Board
for a three-year term are:' ,

'

Samuel Hague, Smith, Hague Si
Co. (re-elected); George A. Mc¬
Dowell, George A. McDowell &
Co. (re-elected); Warren T. Ol¬
son, Win. C. Roney & Co.
Other Governors making up the

Board are Dan Byrne, of Paine,
Webber, Jackson & Curtis; Max
Stringer of Watling, Lerchen &
Co., and Armin H, Vogel of A. H.
Vogel & Co., whose terms expire
in 1950; and Clarence A. Horn of
First of Michigan Corporation;
William Moore of McDonald,
Moore & Co. and Frank J. Shader
of ; Shader-Winckler Company,
whose terms expire in 1951.
■ Edward C. P. Davis of Dickin¬

son, Wright, Davis, McKean &
Cudlip will continue as Counsel
and Edwin Bower of White, Bower

& Prevo will continue as Auditor.
• Elected to the Nominating Com¬

mittee for 1949 are: Charles B.

Crouse, Grouse & Co.; Aaron A.
Ellwood, Chas. A. Parcells & Co.;

Ralph Rotsted; Robert Reed Stoet-
zer, Stoetzer, Faulkner & Co., and
Warren A. Wood, Baker, Simonds
& CO. *

Phila. Securities

Association Elects
► PHILADELPHIA, PA.—Paul W.
Bodine, of Drexel & Co., was
elected President of the Philadel¬

phia Securities Association at the
annual dinner

meeting of the
Association,
Friday, Jan.
14. He suc¬

ceeds Dudley
RAtherton,
of F. S. Mose-

ley & Co., the
1948 P r e s i-
dent., . ■ ;
;' Other offi¬

cers elected
were: Vice-

President,
N e w 1 i n F.

Davis, Jr.,
Kidder Pea-

body •• & Co.;
Treasurer, Franklin L. Ford, Jr.,
E. W. Clark & Co.; and Secretary,

Clinton D. Lowden, F. P. Ristine
& Co.
■ For membership on the Board

of Governors to serve for three

years the following were elected:
Franklin L. Ford, Jr.; John D.

Foster, Real Estate Trust Co.;
Clinton D. Lowden; and S. How¬
ard Rippey, Jr., Reynolds & Co.

V
Paul W. Bodine

NASD..District 12

Nominates Johnston
The Nominating Committee of

District No. 13 Committee of the
National Association of Securities

Dealers, Inc., has nominated W.
Fenton Johnston, Smith, Barney &
Co., New York City; to serve as
Committeeman for one year to fill
the vacancy created by the resig¬
nation of Walter F. Blaine.

Members of the* Nominating

Committee were Henry G. Riter,

3rd, Riter & Co., Chairman; Irving
D. Fish, Smith, Barney & Co.;

Joseph S. Nye, Freeman & Co.;

Stanley L. Roggenburg, Roggen-

burg & Co., and Joseph R. Muel¬
ler, Mueller & Currier, Newark.

Merrill Grant to

Johns Hopkins Univ.
The Johns Hopkins University

has received a grant of $25,000
from the Merrill Foundation for
Advancement of Financial Knowl¬

edge, Dr. Detlev W. Bronk, Pres¬
ident of : the University, an¬
nounced Jan. 18. The money will
be used to study "The Growth
of the Size of the Business Firm."
The two-year research project

will be- under the direction of

Professors G. Heberton Evans, Jr.,

and Fritz Machlup, both of the

University's department of Po¬
litical Economy. . y

Winthrop H. Smith, President of
the" Board of Trustees of the
Foundation and managing part¬
ner of Merrill Lynch, Pierce,

Fenner and\Beane, investment
brokers, said, in making • the
award, "It is hoped that this study
will help answer two questions:
What limits the size of each type
of business organization? and How
mature is our economy?"
Dr. Evans said that he and his

associates would approach this
problem by examining the growth
patterns of individual business
units and by analyzing the meth¬
ods, directions and purposes ol

business expansion. "The growth
pattern of a business resembles
that of a human being," Dr. Evans

pointed out. "A concern often

expands rapidly during its earl>
years, then grows1 more slowly
until it reaches maturity and ther.
begins to decay. We will try tc
trace this pattern and explore the
forces that bring it into being."

J. D. Choffy With
R. H. Johnson & Go.
R. H. Johnson & Co., 64 Wall

Street, New York City, announce
that Joseph D. Choffy has become
associated with the firm in its sta¬
tistical and new business depart¬
ment. Mr. Choffy has recently
been with Stanley Hiller & Co.
Prior thereto he conducted his
own investment business in New
York.

^ "..■■./•'

Hay, Fales & Co. to
Admit H. M. Wreszin
Hay, Fales & Co., 71 Broadway,

New York City, members of the
New York Stock Exchange, will
admit Henry M. Wreszin, Ex¬
change member, to partnership on
Feb. 1. Mr. Wreszin has been ac¬

tive as an individual floor broker.

II§

In the stores, lights went out. At filling
stations, gasoline pumps stopped dead. In
movie theatres, audiences stared at dark¬
ened screens. And at Topeka's busy
downtown intersections, traffic lights
failed and cars were snarled for blocks.

It was 20 minutes past three Thursday after¬
noon, December 9,; 1948.7

Five miles away, in nearby Tecumseh, disaster
had struck the power company's giant plant. Two
terrible flame-filled blasts shook the surrounding

countryside. There was a series of smaller explo¬
sions, then smoke billowing quietly out of the huge
generating station where nine workers were dead.
On the first plane out of Chicago, two hours

after the tragicnews was received by TheEquitable
Society, was one of its claims representatives. His
mission: to help in the power company's efforts
to care for the families of victims of the disaster.

Payments provided under the company's Group
Insurance policy were immediately made in full
to the stricken families.

Unforeseen, unavoidable catastrophesput spectacular
emphasis on the value of Group Insurance. But day
after day, uncounted and un-headlined family
tragedies tell the same .compelling story.

'

; v * *"-• : • ... -• - ».<V '• '■ -•»

1 ,ve*v^ ,N ^ > *•' v W* 'J / V. ^ ^ WV \<K' I"' '■ V * ^

Group Insurance protection has proved the
soundest method by which an employer can meet
the heavy obligation laid upon him when disaster
strikes one or many of his employees.

Since The Equitable Society wrote the first
Group Insurance policy ever issued in this country
in 1911, Group Insurance has added immeasurably
to the family security of an ever-increasing num¬

ber of workers.

Today, more than 20,000,000 employees through¬
out the United States have Group Insurance protec¬
tion. In 1948, The Equitable Society alone paid
out over $99,000,000 in Group Insurance benefits
covering premature death, serious illness, .dis¬
abling accident and old age retirement.

The creation and growth of Group Insurance is
an inspiring example of what can be accomplished
through the joint efforts of employers and em¬

ployees within the. framework of the American
enterprise system.

All employers who, in cooperation with their
employees, have helped to build Group Insurance
into the tremendous social force it is today can

take deep satisfaction in their contribution not only
to the security they have provided for their own com¬

pany's personnel, but to the welfare of the nation
as a whole.

THE EQUITABLE LIFE ASSURANCE
T Y OF THE UN I TED ST ATES

Yorkl, H;Y. Thomas I. Parkinson, President
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Business and Finance Speaks After the Turn of the Year
r (Continued from page 36)

FRED W. ELLSWORTH

Former Vice-President, Hibernia National Bank
• In spite of the prevailing "cold war" and unsettled
•conditions all over the map, and the stupid selfishness
which is the major basis of world-wide as well as do¬
mestic differences,, it occurs to me that we can con-

Template the international economy
during the approaching year with a
reasonable measure of optimism.
Some of the factors that seem , to

justify such a; position include:* (a)
The announced "moderate" program
of the new Truman Administration'
as related to business; (b) The in¬
sistent belief that readjustments al¬
ready begun will lead to a gradual
but mild recession which will" be
reflected in an easing of the high
cost of living; (c) The recent an¬

nouncement (Dec. 20, 1948) by the
Commerce Department that in 1948
American production ($252,900,000,-
000), national income $224,000,000,-
000), and corporate profits after
taxes ($21,700,000,000), reached new

crests, and (d) The good news that the British Labor
Government proposes to inaugurate a new four-year
"Austerity" plan for economic recovery,\ by which they
will harness the nation's manpower, capital, and raw
materials ill a. drive for recovery; and the goal is to
make Britain self-supporting by the/time.the American-
financed European Recovery Program ends in 1952. This
significant plan Which may have far-reaching effects oh
world recovery calls for (1) A 30% increase in agricul¬
tural output at home; (2) Doubling production of crude
oil from British owned fields; (3) Raising coal produc¬
tion 25%; (4) Capital investments of.more than $8,000,-
000,000 per year channeled into developments that will
contribute directly to the recovery program, % to go to
industry and agriculture,, and Vs to hpusing and. social
services. -

,. ; , * 'T "1'
These four factors, if prophetically correct, can help

to assure our American commercial and industrial 'com¬
munities a continuance of the postwar boom which al¬
ready has lasted longer than any previous -one, and this
means

, full, employment, with wages at the historical
peak, commensurate buying power, and the demand for
housing an4 all the other peacetime needs that became
scarce or entirely disappeared during the war years.

Fred W. Ellsworth

Roland A. Erickson

r. ' i, ROLAND A. ERICKSON 5

President, Guaranty Bank & Trust Co., Worcester, Mass. >

The year * 1948 wai another boom year — with ^ full-
employment andmew peacetime highs for production
and personal incomes. With the continued high levels
of activity, however, there was a basic change taking-
place within the American economy.

Generally speaking, a seller's market
created by the war scarcities was

being replaced by a . buyer's market.
This fact was made very clear in
several industries by price declines
and an accumulation of finished
goods inventories. In some cases,
such as the shoe and soft woolen

industries, a dearth of new orders
continued to attest to the change.
It is likely that this shifting in
strength of supply and demand
forces will continue in industry by
industry during the next several
months — barring an international
conflagration. •

The fact of a change from a seller's
market to a buyer's market need not
by itself imply a deterioration of business or a forth¬
coming recession. It does mean that the scarcity of
goods artificially created by our war effort is now gen¬
erally over — with the possible exception of the more

popular cars and lower-priced small homes. "Gray
markets" are ell but gone. It also means that business
must now gear itself for more active and effective sales
work — its products must be of good quality and priced'
to meet the market — high "break-even points" must
be trimmed down and cost departments must be ready
to give management accurate cost analyses with recom¬
mendations for more efficient use of facilities.

If these were normal times, there are certain basic
economic factors present which could be interpreted as

forecasting the need for caution in considering the busi¬
ness outlook for 1949. An anlysis of inventories and
prices, according to a degree of processing classification,
definitely suggests that elements of correction may be
in the making. Today, however, we cannot confidently
accept these trends, since.the role of Government action
in the business outlook is sO potent as to modify or even

temporarily change the trend of business. We are facing,
a $45,000,000,000 budget in 1949 — five times as large
as the highest prewar "Rooseveltian" budget. Such an

expenditure will go far to support and sustain present
levels of output.
In spite of this budget, however, 1949 will certainly

be a year of continued adjustment in several industries
such as already has taken place in shoes, soft woolens,
motion pictures, and cotton textiles. It is possible that
the strength in the motor car, steel, and low-priced
housing industries, together with the huge Federal Gov¬

ernment budget, will permit this industry by industry
correction without setting loose serious w deflationary

. forces. In the last 60 days, business has been, disturbed
by a widespread. "spottiness" in incoming,'; orders.
Whether or not this* is simply a reflection of "back to
normal" inventory procedure for the year-end or the
start of a recession awaits confirmation. ■//'.? *
The outlook, for business has basically changed and

individual management must recognize that the 16-year
one-way super highway of prices, and output is. about
over. Management attitude toward inventories, quality
and price of their product; and degree of manufacturing
~efficiency must increasingly reflect1 this change, b..We.
could have boom business in a buyer's market,' but it
calls for a different type of management. In ,194$ there
were examples of declining profits even in face;of in¬
creased sales volume, and in* some cases, a small decline
in sales volume has resulted- in a sharp decrease!' ih
profits. High break-even points must , foe intelligently

v and aggressively handled to maintain a sound, economy.
. Any drop in volume will result in a* more than propor-
• tionate decline in profits to" most companies.
.... To the extent that an^ .recession; aT)i)ears, in 1949,
President Truman is committed to a high public works
program. Already Congress has approved projects to¬
taling $10,000,000,000. Officials of the Truman Admin¬
istration have estimated that there is available a backlog
of $120,000,000,000 of needed public works. Of course,
the longer that Government budgets sustain an economy

- that is in need of adjustment, or prevents economic ad¬
justments, the more serious will be that correction when
it comes. . -1,- ^

DeCOURSEY FALES;vi:^;Jj-J:'I
President, The Bank for Savings in the City of New York

Savings banks in New York can look forward during
1949 to an increase in deposits, somewhat less than that
experienced during 1948. Many people have become

: .doubtful about the future of business and are seriously
faving against the rainy day which 'V. V -V
they feel may be in the near future.
Another factor which may affect the
growth of deposits is the possibility
that the New York State Legislature
may authorize an increase to $10,000
from the present $7 500 maximum
now permitted in any one account.
In this connection it is hoped that
the Federal Deposit Insurance Corp¬
oration will extend its coverage up
to the new figure without additional

cpst to savings banks. \
■

{Savings banks will continue to pay
' to depositors as much of their earn-

*

ings as possible, consistent with
safety. Not too much can be ex¬

pected from institutions such as sav¬

ings banks which are dependent
solely upon the interest rates prevailing in high grade
! investments. It is apparent that low interest rates will
.have to be maintained by the Government to keep the
cost of the huge Government debt at a minimum/Never¬
theless, savings banks will strive to increase income by
obtaining more new mortgages at rates higher than
those on-the bonds which they now hold and which will
be sold for the new mortgage loans.
Increased income will result if legislation is enacted

authorizing savings-banks to make mortgage loans in¬
jured by the FHA in any part of the country instead
of being, confined to contiguous States as they now are
in New York. /

If general'business conditions in 1949 continue to be
almost as good as 1948, mortgage foreclosures should
be at a minimum and practically no losses on invest¬
ments should be incurred.

! WILLIAM J. FIELD

President, Commercial Trust Company of New Jersey

Retail sales in this section seem to have slowed con¬

siderably and surplus inventories will probably result in
marked-down sales after the holidays. Buyers seem to
be pricerconscious with the result that savings deposits

have recently shown an increase in
most of our banks.

Banks generally, and not only in
this section, are over-inventoried in
what they have to sell, that is de¬
posits or money. It is very difficult
to lend money to advantage. There is
some demand for mortgage money,
but in most cases borrowers want
loans based on present costs of con¬
struction. As present costs are gen¬
erally about 100% over normal
prices, a 50% mortgage is approxi¬
mately the full normal value of the
property. The result is the amortiza¬
tion of old mortgages is greater than
than the total of new mortgages so
portfolios are being gradually re¬
duced.

These situations give bankers food for thought as they
cannot operate safely on present returns from high grade
bonds after taxes. •

Expenses of banks are very high and it is hoped at the
top. Salaries are higher than ever before and increases
are essential to meet the high living costs and to meet
competition. , . . "
Machines used in banks are difficult to obtain and

DeCoursey Fales

W. i. Field

only then at about double the old cost. Every item of
stationery has increased in price. All' this means that up
to date the costs of banking services are at an all-time
high. - -1 v * ■' ;u. T *'
To meet all these costs and conditions conservatively

managed banks have and must to a great extent buy •

governments in the open market. Many have been pur- >

chased at prices much over the pegged prices. Held on
an amortization basis the interest return after taxes is
about the smallest income bank ever earned;* Many !of
these governments will become due in the next four
years and if refunded with certificates at present certifi¬
cate rates there is great doubt of marty' bankS 'being able
to meet overhead, expenses. > ' • 'I

. „ Present taxes and upkeep on real- estate owned for
banking purposes result an.-an; extraordinary rent and
FDIC insurance costs; which should "be?' abolished under
present conditions of the FDIC fund;;.take a large per¬
centage of earnings. 1 :■'L'?',■ ■ • " J
Income taxes remain a big item on the expense side of

the ledger as a commercial bank pays on all earnings.
If our government would tax all business institutions on
the same basis with no business exempt, the result would
undoubtedly be. favorable to the government and elimi¬
nate unfair competition of banks. )":vry-'i , ;.
Mutual insurance companies, savings and loan com¬

panies, savings banks and co-operatives pay no income
taxes although most of them, are in direct competition
with our highly taxed commercial banks, many of which
transact identical business. \ r ■ , ; ; v v
„ Recently bank reserves have been increased and there
is a. threat of further increase. Such increases mean less

earning assets for the bank while such reserve remains *

idle in the Federal Reserve System. V f >
These additional reserves have no relation to the se¬

curity of depositors or the banks. They are merely a
method used to curtail bank loans to assist in checking"
inflation and as far as can be learned have shown not

'

result. !;• ■■ '• v*'P
Banks are advised they should be liberal in making,.

loans to small business and the idea is abroad-that small
. business cannot obtain credit. Most banks have been
liberal to "G. I's" in both loans for business and for
homes and from all'reports, these loans have been con¬
structive and most satisfactory. When such loan is simply
impossible the report goes abroad that the little fellow
cannot obtain credit. This applies generally to many,
small business applications. i

, A case in point demonstrates how ridiculous some
applications may be.: Recently a bank advertised for
loans and was approached by a depositor who stated he
saw the advertisement and would like to borrow some

money, When asked if he had any collateral the answer
was "no." Asked if he had a bank account he said "yes
but there is practically nothing in it." Then asked what
he wished the loan for "he stated he wished to buy a

boat." The next question was what kind of a boat do you
wish to buy and his reply was "that's according to how
much money you lend me." Then the report goes abroad
that the • banks will not lend to small business. Most
banks welcome small business, but they differentiate he-:
tween loans and gifts and have been most successful in
taking care of all reasonable requirements. ; )
The safety of banks depends to a great extent on a

steady income. Those who invest their funds in bank
stocks are entitled to a reasonable return on their money.
Employees should receive a reasonable wage that they
may enjoy some of life's comforts and keep out of debt.
There should always be surplus earnings to be added to
a bank's capital funds and unless all these items are
properly cared for the safety of the institution may be
be in jeopardy.

EDMUND FITZGERALD

President, The Northwestern Mutual Life Insurance Co.

Services and policies offered by life insurance com¬

panies vary widely from company to company. Their
clientele shows equally great diversity.
As a result, economic factors may not affect all com¬

panies the same.' My comments are
therefore restricted to the outlook
for ordinary life insurance, which is
the trade term for policies issued
upon individual lives with premiums
paid on a monthly, quarterly, semi¬
annual or annual basis, and which
is the field in which the North¬
western Mutual operates. ;

We believe that our sales of new
insurance during 1949 will probably
be equal to or slightly below the
high level of 1948. This forecast
is confirmed by a sampling of opin¬
ion among our leading agents. They
report that prospective policyholders
rre currently adopting a more cau¬
tious attitude toward purchases of all
kinds, but that the classes of people
who/constitute the bulk of our customers continue to
have plenty of available funds. •
While the reports indicate a slowing.down of business

activity generally, a trend toward lower economic levels
ordinarily induces people to give greater attention to
their savings programs, including life insurance; For
this reason trends in life insurance usually lag behind
other businesses; 1949 sales will call for intelligent and
constructive selling. • •

Sales, of course, are not the only indicator of trends
in the life insurance business. Other -factors are also

• ' (Continued ;on 'page 40)~ v ' ;

Edmund Fitzgerald
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Securities Salesman'sCorner
By JOHN DUTTON

William B. Healy of Comstock and Company, Chicago, 111., has
written us an interesting letter . concerning the present day attitude

* of various members of the investment banking business. He says,
"Instead of seeing the good points and using them to the advantage

v of all concerned, many security salesmen are consciously or uncon¬
sciously destroying the investors' confidence. " While this may 'not'
be said in so many words directly, indirect doubts and misgivings
are passed along until the investor becomes timid and in a hopeless
state of confusion."

He goes on, "Doctors, plumbers, architects, scientists and prac¬
tically everyone who is sane make some mistakes, and if they were
not ready to assume calculated risks, the progress in medicine, law,

• building, science and -practically everything else would' stop cold,
and then where would we be." \ ' ; ; : ;

He winds up with this, "We at Comstock & Company believe
* there are many opportunities, just as there always have been, and
'

that the foundation for capital gains and handsome income is. readily
available to those who have vision, patience and no desire to 'wreck
the piano.'"-\ .• "•; '7 •'

There is no doubt that the first requisite of success in selling
^securities today is to believe in our opportunities. Nothing can; be
; gained by discussing the following with customers: (1) High .taxes
*

(he already knows too much about them and your reminder will cer^
^ tainly put him in a "not interested" frame of mind). ,(2) Govern¬
ment attacks upon business, (he reads enough about that and pos-

'

sibly has had some experience directly with bureaucracy jin action),
*(3) Wasteful and unsound governmental fiscal policies,' and the
possibility of eventual further depreciation in the value of'his money

f (he knows about that too). (4) The lack of future for investment
- capital or any other such pessimistic suggestions. These things are
part of the national scene today but in the last analysis, talking
about them and harping upon them will not help your customer , to
think straight regarding his investments, nor will it help' you to do
business. The reason being THAT THERE IS : ABSOLUTELY
NOTHING ANY ONE PERSON CAN DO TO BRING ABOUT A
CHANGE IN SUCH CONDITIONS AT THIS TIME., THEY ;WILL
CHANGE WHEN THE ECONOMIC LAWS WHICH ARE.NOW BE-

1 ING VIOLATED WILL ASSERT THEMSELVES. IN THIS RESPECT,
IT IS SOUND AND SENSIBLE TO KEEP FAITH IN THE INHERENT;
COMMON SENSE WHICH THIS NATION HAS EXERCISED IN
the past. /■,./■/v'

-f In connection with individual securities that have declined Un
price it is also important to remember that as our friend Healy has

• said, "mistakes are a part of living." The only thing to do when
a security has lost its future is to sell it out and reinvest. The sooner
the better, for the client and the salesman. Every time- your cus-
tomer looks at his list and sees that "sick pup" in there he thinks
of you. That is only natural. But when you take it out and replace

'

it with something else that has a better future YOU REPLACE DIS-
APPOINTMENT WITH HOPE." That is the basis for everything

• worthwhile—HOPE. When you destroy that you tear down yout
•'
own house as well as that of another. The first thing any security

^ salesman should do if he desires to put his own house in order," is to
; find some good situations, believe in them, and go out and sell-them.
The imponderables of this world will somehow take care of' them¬
selves, they always have and they.will do so in the future.

Our problem, as salesmen, is to do the best job we can for our
customers, and make as much money as we can for ourselves. This
is something we owe to our clients, our families and our employers

elude 3() of the 35 of those em¬

ployed i by the Bureau of the
Census in making special sam¬
plings, thus insuring a representa¬
tive cross-section of the nation.

"The encouraging findings of
this study are in marked contrast
to the short lists of units offered

for rent a year ago," Mr. Gerholz
said. "They reflect the progress
made by the real estate industry
in whipping the shortage.
"Rent control, however, remains

as the chief barrier to a rapid so¬

lution of the problem," he added.

"Many of those who would like to
build units to rent are naturally

the owners of existing buildings—
men who have experience in
building or managing rental units.
And the injustice of rent control
in freezing their income at pre¬
war levels while their expenses

zoom has caused them to throw

up their hands in despair. 'Why
look for more trouble?' is their

attitude. •

"Others are frankly afraid to
build because their projects may
result in huge financial losses on

account of rent control," he added.
"Newly constructed rental hous¬

ing is not under rent control now,
it is true. But every time rent

control is due to expire, certain
groups ' whip up a propaganda
campaign to extend it. And often
their drive includes the proposal
to put ceiling back on the rents
in new buildings too. Recontrol

actually took place in England
and France in the past with dis¬
astrous results. So the threat is

real.
■ "As a result, the investor or

builder just refuses to put his
money into a building project at
today's costs when the prospect of
a reasonable profit is so doubtful.
The rental home-seeker is the one

who suffers in the long run."

".SfY:

Housing Shortage Ending SaysM. P.
Three times as many apartments were advertised for rent during

December in 33 key cities as there were persons seeking apartments
throueh the want ads, Robert P. Gerholz, Flint, Mich., Chairman of
the Realtors' Washington Committee, asserted in a statement issued
on Jan. 10. ®
"Results of

a survey by
the National

Association of

Real Estate

Boards show

conclusively
that the hous¬

ing shortage
has eased con-

s i d e r a b 1 y
and refute the

allegations of
the Housing
Expediter and
others

s t h a t
the ;; situation
is more acute

today than it wras a year ago," Mr.
Gerholz said. ■"*

Robert P. Gerholz

Mr. Gerholz was in Washington
for a series of meetings of NAREE
committees and institutes, the
highlight of« which was the in¬
stallation of Theodore H. Maen-

ner, Omaha, as the 1949 Pres¬
ident of NAREB Tuesday night.
Jan. 11, in the Statler Hotel.
The survey, in which the .want

ads in a major newspaper in each
of the key cities were tabulated
daily during December, disclosed
38,324 want ads offering apart¬
ments for rent and only 12,154
seeking rental space. During the
same period, 5,056 houses -itwere
advertised for rent and only 4,291
ads appeared in which persons
were seeking houses for rent.'vJ ?
The cities used in the study .in-;

Over-the-Counter Quotation Services

For 36 Years

NATIONAL QUOTATION BUREAU, Inc.
• Established 1913

46 Front Street, New York 4, N. Y.

Chicago - San Francisco

How's our

"Is it making any money?"

"What are they paying for fuel
these days?"

"Are you hauling much freight?"
"Do you like your job?" • :**

The little old lady is not a busybody
—she is merely looking after one of
her investments.

She has some money in the Santa
Fe. Maybe it's ten, maybe it's twenty,
maybe it's fifty shares of Santa Fe
stock. '■

She is entitled to attend a stock¬
holders' meeting. She can get on her
feet and ask our board of directors

questions just like the above. She
can compliment those gentlemen for
their management, or she can bang
her umbrella on the table and tell
them off.

Alone, her few shares of stock

can't do a lot. Alone, she couldn't
elect a president; of the - United
States. But stockholders just like
her — housewives, teachers, mer¬

chants, salesmen, laborers—can tell
us how to run the Santa Fe, and they
do. (Actually 29,178 Santa Fe stock¬
holders are women, most of them
holding only a small number of
shares each.)
And that's the beauty of America

—the voice of the people is the
voice that runs things, whether it's
operating a transcontinental railroad
or putting a man in the White
House.

Isn't it a wonderful country where
so many can own so much? That's
"Free Enterprise."

Santa Fe stockholdersi just as those of any railroad,
knoiv that American railroads must be -permitted to earn

at least 6% (inany other industries earn more) on their ,

investment in order to maintain sound and progressive

operations and, to continue to provide shippers and
passengers with the finest in rail transportation. •

SANTA FE SYSTEM LINES
Serving the West and Southwest

1605-A
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Business and Finance Speaks Alter the Turn oi the Year

Andrew Fletcher
)'

(Continued from page 38)
of great importance. We expect premium income, assets,
and insurance in force to reach all-time highs in the
business of -life insurance during 1949. Other'factors
in the business are currently moving in favorable
directions, and we know of nothing in the. foreseeable
future that should produce any drastic change.

ANDREW FLETCHER
- President, St. Joseph Lead Company '
In recent years a fundamental change has taken place

in the lead market, in that the United States is now
dependent upon imports of lead to supplement domestic
production. Only a comparatively few years ago,- the

lead mines of the united States were
the principal source of the lead used
in our country. Domestic supply and
•demand were in balance. This is no

longer true. In fact, out of an esti¬
mated consumption of 1,100,000 tons
for 1948,' it is anticipated that the

•

production from domestic mines will
be 385,000 tons, the balance being
derived from the iarger scrap mar¬
ket, about 450,000 tons, and 275,000
tons in imports from foreign coun¬
tries, notably, Mexico, Canada and
Australia. i ' • " -

1 Mine production in the United
States continues to be adversely af¬
fected by a shortage of labor in the
Rocky Mountain Areas. However,
if it b^d not, been for the 2% months'

strike at the southeast Missouri mines of the St. JosephLead Company, lead production in the United States
would have been noticeably greater in 1948 than it was
in 1947. Despite the strike, domestic mine production
will be slightly higher |han it was in 1947, probably
385,000 tons, in comparison with 375,000 tons. Lead mine
production in the United States should increase in 1949
under the stimulus of the prevailing high metal prices.
In 1948, Mexico also experienced labor trouble, and

production in th,at country will probably be around 200,-000 tons, a slight drop from^l947. Canada is expected to
maintain its rate-of the last few years of approximately
160,000 tons. A brighter spot has been Australia, whichisi expected to show an increase of about 10,000, to a
total of rougbly. 215,000 tons. Lead exploration' work in
North and Southwest Africa has shown considerable
promise for the future. It is encouraging to note that
the Argentine Government has recently obtained deliv¬
ery of a large number of locomotives and cars; if a por¬
tion of the new equipment were allocated for the trans¬
port of concentrates, then the. mining facilities of that
country could be utilized to 100% of the installed capac¬
ity. The exportable lead surplus, coupled with the 75,000
tons of zinc concentrates now at the rail head, would aidin lessening the Argentine shortage of foreign exchange,
and at the same time help to relieve the world metal
shortage.
Domestic consumption has been at the rate of about

1,100,000 tons per year. The largest uses were storage
batteries at 350,000 tons, cable at 180,000 tons, gasoline
and petroleum 90,000 tons, ,and construction require¬
ments at 100,000 tons. -

Because of the great overall demand, the reclamation
of lead from the scrap markets was increased. So strongdid the pressure for lead become, that the lead in storage
battery scrap was sometimes ' purchased at the market
price for newly mined lead, without any deduction for
smelting. The smelting cost was then covered by sellingthe lead at a higher price than the quo,ted market. Nu¬
merous customers who had never been attracted to the
scrap lead supply as a source of lead, were forced to the
scrap market to relieve, their acute position. .

The price of lead at 21 Vz'. cents is higher than it has
ever been, but when one considers the present lowered
purchasing power of the dollar, and the greatly increased
cost of exploration and production, the price is probably
not as high as it appears to be. On a relatively smallfraction of total lead consumption, this high price has
sometimes been exceeded by importers of foreign lead,and by buyers and sellers in scrap lead who may receive
a premium above the; (quoted market. Some, lead users
are indifferent to the price, others are not, but future
lead consumption will be adversely affected by price
competition from substitute materials. Therefore, theminers of the United States should endeavor to improve
production as quickly as possible, so that supply will
meet demand.

■J . .' ' ' • ' \ " . . '• , , - • *

In view of tbe current lead shortage, it is unfortunate
that our Government believes it necessary, for national
defense, to stockpile lead at this time. The immediate
stockpile objective has been stated as 70,000 tons to
June 30, 1949. Stockpiling will remove this substantial
amount of metal from circulation and place it in a com¬

pletely dormant condition, until needed for war pur¬
poses. The result is distinctly inflationary, as it will
intensify the scramble for lead among dealers in scrap
metal, and force even more consumers to import lead
at possible premiums above the quoted market.
Lead is a world commodity. As such, the least inter¬

ference there is ^n the part of government, whether by
purchase for stockpiling, ceiling prices and premium
price plans as enforced under wartime conditions/ or
other restrictive measures—the better it will be for the
consumers of lead. The underlying reason for the pres¬
ent unsatisfactory condition is that the lead resources of

Henry Ford, 2nd

the world were depleted at an extraordinary rate during
World War II, without many new significant mine dis¬
coveries, and because during the prewar, depression
period, exploration expenditures were curtailed by low
metal prices. A high lead price must of necessity prevail
until production again becomes, adequate to meet the
demand—a high price certainly encourages development
work and stimulates production all over the world, and
so hastens the day when there will be adequate lead
for all. , * - - • • • - •

HENRY FORD II

President, Ford Motor Company
The 140,000 employees of the Ford Motor Co. are to be

congratulated for their efforts in producing 1,152,000
units in 1948 and for the decrease in the number of work
stoppages. .......

Introduction of an entirely new
line of cars with a minimum of lay¬
offs during model changeover was
the high point of the year. • v:
This past year's production totals
approximately 550,000 Fords, 151,000
Mercurys, 44,000 Lincolns, 303,000
Ford trucks and 104,000 tractors. This
high production rate Was accom¬

plished despite the tremendous job
of retooling for the greatest model
changeover since 1932 and the con¬

tinuing shortage of steel. In the
month of September, Ford produced
118,269 units, more than in any single
month since 1941. These figures are
for the United States only.
There will be a demand for most

cars during the coming year but con¬
ditions indicate that the buyer's market is not too far
away. The demand for Ford products has continued
high. • j ' '
We will welcome the return of a*market in which the

public buys automobiles on quality and performance.
Competition is what built the American automobile in¬
dustry and kept it striving for better products all the
time.

Its going to take a buyer's market and tough competi¬
tive selling to give Ford the sales leadership we are
after. We redesigned our products in 1948 with that in
mind. When a buyer's market comes we intend to be
ready. ,

,

1949 production will exceed that of 1948 but probably
not by very much. Steel allocation, the ECA program
and possible defense requirement may hold down 1949
output in the industry. j '
The Ford Motor Co. carried out an extensive steel

expansion program during 1948 in an effort to obtain an
increased flow of steel. The new 1,400-tpn blast furnace
was completed in November, doubling Ford iron-produc¬
ing capacities in the United States. Enlargement of
some of the op'en hearth furnaces and expansion of roll¬
ing mill facilities still is underway at the Rouge, but
even with this program completed, Ford does not expect
to be able to produce more than half of its total steel
needs. '• .-"..'.V V
"■ It was just a year ago that the Ford assembly plant in
Atlanta was dedicated. Since then three new Lincoln-
Mercury assembly (plants-hate gone into 'production.
These plants are at Los Angeles, Metuchen, N. J., and St.
Louis. The company continues to proceed with its ex¬
pansion and modernization. ! >

New manufacturing plants are in operation at Canton,
Ohio, and Mound Road, Detroit. An enlarged parts and
equipment manufacturing plant was completed at Ypsi-
lanti, increasing the efficiency and production of that
division. '•> "• '..-V.•' • ■' , ! :

Although no major model changes are anticipated for
1949, running changes are being made continually to
improve the product. *

Next year will see great emphasis on quality. We are
going to continue to insist on improved quality from our
own manufacturing units and those of our suppliers.

CHARLES F. FRANKLAND

President, The Pacific National Bank of Seattle

It is only natural after the very recent experience we

encountered with pollsters, commentators, etc., that one

makes any projections into the future with considerable

reservation. The entire economy of this nation h^s lo^g
since become so involved in the
ramifications of government and its
political implications; that one is im¬
possible to consider without the
other.. Business generally is await¬
ing the President's early January
message for some indication of

"things to come."- Banking futures
are involved with the fiscal and eco¬

nomic policies of our government
and might better be (projected after
the introduction of the government's
program. . '

It seems highly unlikely that com¬
mercial banking institutions will en¬
gage to any major extent further in
the capital lending field. The demand
continues somewhat «brisk for ordi¬
nary commercial loans and would

seem to continue in that direction for the immediate

Charles F. Frankland

foreseeable future. This is primarily a result of the
slowing down of receivables and the backing up of in¬
ventories. Commercial lending rates should continue to
strengthen but here again may be affected by govern¬
ment fiscal policies. • Needless to say more care and cau¬
tion will be exercised by banks under existing condi¬
tions. Basic commodities of the Pacific Northwest area,
like other sections of vthe nation, have shown some
tendency to soften in price. Lumber and its related
products—pulp, paper and plywood, should have a good
demand during 1949 but not at the extreme high level
of prices during recent years. Fish, another basic product
of this area, will be governed prieewise by the supply
available; this is determined in the early Fall of the year
and affected by other food commodity prices. Airplanes
manufacturing of the Pacific Northwest, confined prin¬
cipally to the Boeing Airplane Co., will continue at a
very high rate. • The company now has the largest back¬
log of orders in the industry.
Large construction projects, both public and private,

will be started during the year, to further supply the
'

needs for such building, lost in the lean war yeais. Labor
cost and supply to a large extent hold the key, along
with availability of materials to a lesser extent, to the
degree of this expansion during the year.

Banking will have confidence during the year, but with
caution, towards handling the needs of industry. Foreign
trade could expand and be financed by commercial
banks, but only after stabilization in the governments
and economies of foreign nations have been effected.
This is not encouraging in the Far East at the present
time.

Banks are in excellent condition and ready to meet the
needs of business and the people, providing they are
reasonable and sound.

DONALD V. FRASER

President, Missouri-Kansas-Texas Railroad Company

During 1948 the Katy located approximately 369 new
industries or expansions on its lines in Missouri, Kansas,
Oklahoma and Texas. These new industries were valued
at approximately $20,000,000, and gave employment to
between 4,500 and 5,000 persons. v

During 1947 approximately the
same number of expanded industries
were located on our lines, opening
up new employment to approxi¬
mately the same number of workers.
The investment represented was

$18,500,000. ■ '

Using these figures as one meas¬
urement of industrial expansion in
the Southwest, it can be seen that
the year just ended kept pace with
progress made in the preceding year.
In actual monies invested, 1948
showed an increase of approximately
10% over 1947. These are our own

figures. Estimated bank statements,
state and Federal releases, etc., lead
to the same conclusion. .

, V
On the Missouri-Kansas-Texas Railroad it is necessary

that we keep in touch with the trend of industry; the
prospects of business, and the future of agriculture in
the entire nation, with special attention to our; own

territory. Every indication, according to our recent
analysis, points to the fact that the progress made by
these three economic elements since the close of the war

will continue in 1949. ,
. ~ ' / • -

A year ago we came to the conclusion that the South¬
west would continue its expansion during 1948. Accord¬
ingly, we continued plans for improvements to the rail¬
road which would take care of this expansion as it came
into being. New rolling stock, both passenger and freight,
was added and more was ordered. A fleet of. Diesel-
electric* locomotives were placed in service, and others
will be delivered during 1949.
Radio control of switching facilities was furthered,

and the first freight train end-to-end radio communica¬
tion in the Southwest was tested and put into daiiy
service on the Katy. Plans were progressed for new and

improved station/facilities, heavier rail, new ties,;addi¬
tional block signal systems—all those things that are

necessary to keep a railroad constantly at its highest

efficiency. * •"■ !
I think that the clearest way I can express the views

of Katy management toward the future is to explain that
we have not curtailed our own plans for that 'future.

Large scale planning such as railroads must do is long-
term planning, which cannot be culminated in a year or

two, and must be carried out over a long period of time.
Our confidence in , the future of the territory that we

serve is such that we shall continue to spend millions
of dollars in our improvement programs. ;

The basic needs of industry abound in the Southwest

—market, labor, fuel, minerals, climate and agriculture.
The comparatively new trend of industrial decentraliza¬
tion gave cause for industry to seek these necessary in¬
gredients to good business. Industry found them jn
abundance in the Southwest, and I can see no .reason for
a falling off in the pace of growth that is taking place
in this area. ' •' . \ j

•
' (Continued on page 42) : i
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Hammel With Adams Co.
{Special to The; Financial .. Chronicle),. .

CHICAGO, ILL. — Joseph F.
Hammel has become' associated

& Weeks, Chicago, 111.; MiKon A.
Mauley, M. A. Manley & Co., De-
troit, Mich.; Elwood H. Schneider,
E. H. Schneider & Co., Kalamazoo,

Mich.; Herbert B. White, Peoria,
Illinois. V
District No. 8 of the Association

comprises the/ States of Illinois,

Indiana, Iowa, Michigan, Nebraska
and Wisconsin. •,

Chicago Bd. of Trade
Re-Elecfs Uhlmann
CHICAGO, ILL.—Richard F.

Uhlmann, President of the Uhl¬
mann Grain Company, was re¬
elected to succeed himself as Pres¬
ident of the Chicago Board of
Trade in the annual election.
Carl E. Bo&trom, Assistant Sec¬

retary of Lowell-Hoit & Co., was
elected First Vice-President, and
Sylvester J. Meyers, Vice Presi¬
dent of Arcady Farms Milling Co.,
was elected Second Vice-Presi¬
dent. I . .

In a contest among six candi¬
dates for five seats on the Board
of Directors for three-year terms,
the following were elected: Homer
Hargrave of Merrill Lynch, Pierce,
Fenner & Beane; John R. Murray

of Quaker Oats /Co.; Thomas A.
Liston; William F. Rowley of
Daniel F. Rice & Co., and John E.
Brennan of the firm bearing his
name.

Kirkpatrick-Pettis Adds
OMAHA, NEB. —Andrew E.

Caldwell has been added to the
staff of Kirkpatrick-Pettis Com¬

pany, Omaha National Bank Bldg.

Joseph F. Hammel

with Adams & Co., 105 West
Adams Street. He has recently
been with Kneeland & Co. and
First Securities Co. of Chicago.

George Seager With
Walsion, Hoffman Go.

; Walston, Hoffman & Goodwin,
members of the New York Stock

Exchange, announces that George
B. Seager has become associated
with the firm as director of insti¬
tutional and dealer sales. Mr.

Seager until just recently was
manager of the personal manage¬
ment department of Arnold Bern-
hard & Co. Prior to that he was a

Vice-President, director and mem¬
ber of the executive committee of
Blair & Co., Inc., and a»former
Vice-President of The First Bos¬
ton Corporation.
Mr. Seager will make his head¬

quarters at the firm's New York
Office, 35 Wall Street. " .

. ■ '

Fabricant, Goldman
Appointed by Pollock
Wm. E. Pollock & Co., 20 Pine

Street, New York City, announce
that Seymour Fabricant and Mil¬
ton T. Goldman have been ap¬
pointed Assistant Vice-Presidents
of their firm.
, Both have been with the firm
for several years.

NASD District No. 8 /

Elects New Officers
CHICAGO, ILL.—At the first

meeting of District Committee
No. 8 of the National Association
of Securities Dealers, Inc.* in 1949,
held on Friday, Jan. 14, at the As¬
sociation offices in Chicago, Clar¬
ence A. Bickel, partner, Robert W.
Baird & Co., Milwaukee, was
elected Chairman of District Com¬
mittee No. 8. He is serving the
third year as a member of the
Committee. Mr. Bickel has been
active in Association affairs hav¬
ing served as a member of the
Uniform Practice Committee in
the years of 1941 and 1943 before
becoming a member of the Dis¬
trict Committee.

Paul L. Mullaney was elected
Vice Chairman. He is also serv¬

ing his third year as a member of
the District Committee. ■ In prior
years >Mr. Mullaney served on
Local Business Conduct Commit¬
tees of the Association in the Chi¬
cago Metropolitan Area. He is
President of Mullaney, Wells &
Co., Chicago. • . , - .

John F. Brady was re-elected
Secretary of District No. 8. He has
occupied this position since 1942.
New members of the District

Committee assuming office in 1949
are: (terms three years)
Paul E. Conrads, Conrads & Co.,

Rockford, 111.; Gilbert S. Currie,
Crouse & Co., Detroit, Mich.; Nel¬
son R. Gilbert, Donovan, Gilbert
& Co., Lansing, Mich.; William D,
Kerr, Bacon, Whipple & Co., Chi¬
cago, 111. ;
.The fallowing Rave completed

their terms on District Commit¬
tee No.8r \

V Howard* E. Buhse, Hornblower

, - *

Vy'" ' i.

It's no different

with us-

The "High Cost of Living" hits
a steel company, too

Some people get the idea in a period of high prices that it's only
• their own living expenses that are greatly increased.
Businesses, they think, aren't affected—and all that happens to a
company, like National Steel, is that it is more prosperous.

Well that's, of course, not true. 7 * ,

We, and all other steel makers, have high-cost-of-living problems.
For example—it costs about $16,300,000 today to build a blast
furnace and auxiliary facilities that would have cost only $6,000,-;

000 in 1939. ~ v v

Buildings to house steel-making machinery cost double what
they dia ten years ago and most of the machinery costs three
times as much. ~ - w -

Moreover, what we used to get for $1.00 now takes the following
amounts:

Repairs and Maintenance $1.74
Wages (Average Hourly) 2.04
Fuel Oil 3.15

Scrap Iron and Steel 2.43
_ Pig Tin . 2.09
Zinc. 3*41

In the face of these high costs we're having to do more. We're
having to expand our business to make more steel for our country
—for its new buildings, for its new machinery, and for all the
things people need that are fabricated from steel.

We're having to add to our facilities to make more steel to help
rebuild war-torn countries.

And we're having to make more steel to be used in our national
defense program.

So we, and our fellow steel makers, can't sit down and wait,
hoping prices will drop. We have to go ahead—so that America
will go ahead. Since the end of the war, National Steel has put
almost $100,000,000 into plant and facility expansion—more,
we think, in proportion to its size than any other steel company.
And we're going on in 1949 at an even greater rate.

;■ In the meantime, while steel prices have gone up, they have not
. come within 45 % of the national average of price rises.
Steel is still cheap by comparison. * *

We cite these things just to let America know that we're in no

different a spot. We're just like millions of our fellow citizens-
doing all we can to help keep America strong and prosperous—
the best place on earth to live.

STEEL

o' •

L
' ( «• ;

National Steel Corporation is the fifth largest
producer of steel-in the United States.

Among the companies it owns and operates
are the following major divisions:

f
^ ' . ' s •>.

WEIRTON STEEL COMPANY, Weirton, West Vir¬
ginia. World's largest independent manufac¬
turer of tinplate andproducer of a wide range >

of steel products. .

GREAT LAKES STEEL CORPORATION, Detroit,
Michigan. With the only integrated steel mill

\ in the Detroit area—exclusive maker of the
famed Quonset buildings—produces special
steelsanda wide range ofcarbon steelproducts.

HANNA IRON ORE COMPANY, Cleveland, Ohio.
Produces ore from extensive holdings in the
Great Lakes Region—operates a fleet of lake
ore boats to supply National Steel.

THE HANNA FURNACE CORPORATION, Buffalo,
"

New York. Produces various types ofpig iron.

NATIONAL STEEL PRODUCTS COMPANY, Houston,
Texas. Operates warehouse and distribution

!
facilities for steel products in the Southwest.

ffl t'Ji .J'
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Business and Finance Speaks After fhe Turn of the Year

Joseph W.. Frazer

(Continued from page 40)

JOSEPH W. FRAZER

President, Kaiser-Frazer Corporation

? The American public's need for new cars in 1949 will
continue to outstrip the ability of the automotive in¬
dustry to produce them. . ;
Despite plans of manufacturers to step up output over

tins year s postwar hign of 3,y00,000
passenger cars, I do not believe that
consumer demand for all makes of
cars will be satisfied until after the
spring of 1950. 7V
There are more than 41,000,000

motor vehicles, ranging from sleek,
streamlined models to decrepid an- r

tiques, now on America's highways.
According to the latest available
figures, 48% are nine years and
older. Before the war the majority
of such vehicles would have been
considered highway menaces ready
for the junk heap. ;f<

The greatest sales potential in the
history of the automotive industry is
still with us, but "there are several
factors Which may have a bearing on

its full realization.
Foremost among these is Regulation W recently im¬

posed by the Federal Reserve Board on instalment credit
buying. . . :

There is little argument about the equity of the regu¬
lation's requirement of a down paymeht of one-third,
but on balances of $1,500 or over, purchasers should hev
allowed 24 months for payment iqstead of the 18 months;,
now permitted under the regulation. With the present
high cost of living, any shorter period than two years
makes it exceedingly difficult for persons of average-
income to own a new automobile. <

; In this group we find doctors,-salesmen and other^
businessmen whose livelihood depends upon reliable
transportation. Since the average owner in this class
operates his car approximately six years before trading ,;
it in, it would appear that two years is not too lengthy
a period for "its financing. Otherwise he is forced into
the used car market with attendant costly repair bills'
and operating expense. / Y •' *

That Regulation W is affecting the automobile market
is reflected in the latest figures released by the Federal
Census Bureau showing that sales of motor vehicle deal¬
ers Were 7% lower in November than during the pre¬

ceding month., " ■ 7-v .* '.7.; / ' "V'-V 1 '
Again ip 1'949, the key factor in achieving the nec¬

essary production will be the automobile manufacturers'
succpss'Lin\:qptaining efiough sfeel to keep pace with
assembly line Schedules. With whatever extra tonnage
available expected to be siphoned off by defense heeds
and" the Economic Cooperation. Administration, ^heet
steei. will continue to hold top priority in-every firm's
procurement' program. . v ' !"'7, . ; y \

During the past 12 months Kaiser-Frazer.-Uorporation
consolidated its position as the leading independent
manufacturer by turning out 181,000 passenger cars—an
increase of more than 25% over the 1947 total. Aggre-^
gateJoutput, since, the inception of assembly Jine~.oper7,
ations in the latter part of 1946 now stands in excess,,,
of 337,000 units.
The company's recent purchase of Willow Run from

the War Assets Administration offers-conclusive proof
the Kaiser-Frazer is in: the automobile business to stay..
OthOr acquisitions of blast furnaces and a steel mill ■

substantiate that fact. . . ■, }

owing to good judgment on both sides. While the carpet
and rug industry is our main source of employment,
yet the manufacture of underwear, brooms and gloves
gives quite a bit of employment. ; * ;77
All the banks in the Mohawk Valley show increase in

deposits and are taking an active interest on loans on
new houses and other construction. •• All in all, this
locality and its surrounding territory manufactures
articles which the people want and need. The result is
we have a rather steady volume of business.,. Tf it is
necessary, when times are not good, they can make the
old rug go 'for a year qr two more, but in the .end the -
housekeeper wants to replace. I do not see anything at•;
present to keep 1949 from being'a good year, in the;.
Mohawk Valley. ;• ■•*'*" ' • •• 7*.^ v,.

HARVEY C. FRUEHAUF yj;7
President, Fruehauf Trailer Company

With some 5,500,000 trucks : im op¬

eration, as against around-300,000;,;
truck-trailers, and ; considering they
many advantages of the iatter—from ;

the standpoint of economy and effi-
ciency—the potential Y for/■/truck- ...

'trailer sales is vast, indeed. Our,.in- ;

dustry's outlook, therefore, appears ,

goodj although it is natiirally depen¬
dent to some extent upon what takes

place in the general picture—and
this js too difficult to attempt to en¬

vision at this point.; - 7 '

C. Kenneth Fuller

CHARLES E. FRENCH

President, Amsterdam Savings Bank, Amsterdam, N. Y.

In the Mohawk Valley of. New York State business has
beeri good, and it looks good for next year.' We are more'
or le&s of a conservative community and do not have the
sharp ups and downs of some sections. Amsterdam is
chiefly a carpet and rug city. Twenty ,

miles to. the west is the Beechnut
Co. Who are stable and always doing
a gobd business. Fifteen miles to
cast are the General Electric Co. and
the American Locomotive Co. They
have had an active business and ex¬

pect to be very busy next year. Thir- ;
teen miles to the north are Johnstown
and Gloversville. They have done fair¬
ly well; but the glove business is not
always the same. When you put the
tariff down and let in French and

othef foreign gloves the result is that
the community is hurt.
Employment, is good in our field,

and we have nearly 3,000 of our

people working in Schenectady.
Everyone who. really wants to work ...

can get a job, yet there are a good many around of those
who do not want to work. This is always so but has in¬
creased since the government handout game started.
The carpet and rug industry has been excellent and has
every promise of continuing. There was a shortage of
these and the manufacturers have not yet caught up with
the demand. All new houses require floor coverings.
Many hotels and other similar buildings had to put off
re-furnishings and are now active in making improve¬
ments. Workers in this section have been receiving
good wages and'there has been very little labor trouble

Charles E. French

Harvey C. Fruehauf :

C. KENNETH FULLER V

President, The Paterson Savings and Trust Company
Any forecast to cover a period of 12 months is fraught

with considerable risk and uncertainty in our dynamic
economy and the difficulties of such an undertaking
seem to increase materially'from year to year". ,t Indeed,
since November 2 perhaps all pre- . " : . .v *
dictions should be made unconsti¬
tutional. With full recognition of
such a situation, it is, nevertheless,
desirable that we make some effort
to predict the economic environment;
in which we.may be operating dur-,
ing the coming months. ;;7':7/y ■

In .view of the'fact that banks
generally cannot he}p but be affected
by the national ;ecpnomy, we must
hazard some opinion as to what may ,

lie ahead for the country as a whole.
There, seems- to be some evidence.;
that 'the highly inflationary economy "V? 7
of the past few years'is petering, out."",,
This means that the excessive de-7.
mands arising 'from':wartime short- ..

ages h&ve been largely met, and that y.-7 y{:yy.7;y7,
the pipe lines are again fairly well filled.; It means on
the supply side that our productive capacity is adequate
in most lines and possibly excessive, in some. ,;Jt means^
that inventory and. other .extraordinary, pr.o.fits .which'
always develop in .a. sharply rising price, era; may be/,
reduced or eliminated. It may mean that the .sharply
rising level of wages and prices may become stabilized
although probably not greatly reduced. In conjunction
With this industrial situation we find substantial declines
in farm prices arising out of the almost phenomenal,;
drop yields realized this year. This all points; to a
degree of dislocation in the economy, and it can never „

be determined in advance how far a decline in business
may go before it is brought back into balance again.
| In spite of these facts there seems little evidence that
we are facing a major recession because of the demands
on basic industries such as steel, housing, and probably
automobiles (although on a somewhat lower basis than -
had been anticipated)", and a continuance of government
stipport of farm prices at high levels. Also we have 4o
recognize what the sharp increase in number of family
units and population means to the overall consumptive
power and demand for goods and how this demand car-
hies along affecting first one class of commodities and
then another. In addition, we have ERP as well as- an
augmented military program as substantial props to a
generally slackening demand. We also have- evidence
of continued expansion in the" utility field, and the
potentiality of an increased public works program Fed¬
erally and -locally. - . ; - •>. ' ; .

fe On the monetary side there seems no reason to assume
that we will have anything less than a controlled finan¬
cial program with reasonably stabilized money rates and
continued regulation of credit as conditions seem to
warrant. /
At the national level, therefore, it would appear that

we can count on a high though somewhat reduced vol¬
ume of activity, a reasonable degree of balance in the
economy, and a continued demand for goods at rela- v
tively high though somewhat reduced prices with high .

national employment and income. Locally, we are more '
likely to find evidence of some of the soft spots which
have been evident over the past several months, particu¬
larly in the textile and closely related fields. Since our j
service area Is heavily influenced by activity in these :
lines, we may find a somewhat greater decline1 in indus- .

trial activity than throughout the country as a whole.
If this proves to be true, it can't help but affect employ¬

ment and the purchasing power of the area which will -
cause some reduced borrowing from the banks, some
industrial and commercial failures, and some delinquen¬
cies in mortgage payments , and in personal loans and
consumer credit paper In addition to the textile field,
however,'we have a substantial machine tool industry
which at the present time seems to give evidence of a

.. little improvement after a -! temporary lull during the
latter part of 1948. ' 1 ,;ii •

..The housing industry has been particularly active in
our area for the past several years, but since census

figures are so delayed, we have no sound basis for
judging as to whether Or,not supply and demand are in
balance. Nevertheless, the current market indicates
substantial price resistance to houses selling at $12,000 and
over, giving evidence that supply has pretty well caught
up, with the excessive! demand Of the war and postwar
years. ". Sinee there are still substantial projects in

.. process of development, we may, as so often in the past,4
,;reach a period of ovefsupply.'in spite of our increased *
population so that there may be; casualties in the con¬
struction industry during the year. .7 :1; J

7. ,; In summary, therefore,,it would appear that banking-
in 1949 in the northern New Jersey area seems fairly
promising. Deposit lines should remain fairly steady,"
..although the declining; trend in time deposits may con-'
. tinue, particularly for !the commercial banks where the*
frate is not comparable to that of savings institutions^
Demand for industrial loans should not show a great,
overall change, although it may be reduced in the early,
months^of the year- Financing of commercial activities
may show some decline and certainly credits should be :

,i scrutinized more closely. As for personal loans and con-7
7-sumer credit, the volurhe may decline in the latter field,
Ybut applications should increase in the former, and
certainly credits and collections should be watched most
carefully. From an earnings standpoint the higher rates
prevailing on all types of earning assets should exceed
the. increased operating expenses so that net profits"
should'be somewhat improved.

JAMES A. FULTON

President, Home Life Insurance Company ■
. 7>" ■'"•''■■ • •" •• 7 - \ - .. ;

; - ' In attempting to discuss the outlook for the life insur-,
- ance business for 1949 we must use as a guide the trends
/affecting general business activity. Being as representa¬
tive as. it is of the people of the country, through its

■ 78 million ■ policyowners, life insur-
; ance will naturally reflect the gen¬
eral - business conditions affecting
the American pecplje. However,

• there /are 'other factdrs, " involving
• human equations, which cannot be
forecast but which; can often coun-

Merbalsnce • business influences to
- some degrfee and havie a powerful , ®
effect on the life insurance business. 13
1 Tve lave'all noticed that soft Spots'/
lave been appearing iii certain lines
of " business. Some. price reductions t

;( have been made and the people are
being told that so far there has been

, a small decline in the cost of living: ;•
- In other instances jvhere actual ce-
■clin'es have .not apheahed -there; are

^ changing conditions that point to a
possible curtailment! of activity in the future. All of these t
facts, and others too, suggest that the boom' has spent *

. its force and that we are entering a period of readjust- •

ment. f f/.f; , f
7 It".would," therefore, appear fairly clear that the next /
move in business activity will be downward, but the;-
presence of cushioning and supporting factors would *
'/indicate that this movement probably will not attain seri¬
ous proportions, at least in 1949. Government spending* 7
stabilization of the money supply and farm price sup¬

ports are indicative of the influences which will tend to ,

moderate the degree of economic adjustment. The net
effect Of all these influences would seem to be a new •

price stabilization on a somewhat lower level.
The life Insurance buSihess, by its very nature how¬

ever, also reacts to other than pure economic forces. The .

needs and desires of the people for security and protec-
tion carl best be met by life insurance. As-each year .

passes these needs of the American people as a group will
increase. Despite record sales in recent years, the invest- "
ment in life insurance by American families, since 194() •

has not kept pace with their expanding incomes and "
increasing prices. This1 would indicate that, in terms of
iricome and benefits available from insurance to meet
needs, the public is not as fully protected aS before thd
war. If the.cost.of living declines further that will have
its effect on the dollars available for life insurance pur¬

chases. Liffe insurance still remains not only a sound
investment, but it offers almost the only means today by
which a young man c^n build an estate for the protec- '
tion of his family, v ^ ^ ,
All of these factors would indicate to me that we can 4

expect life insurance activity to continue at a substan¬
tial level during 1949. True, changing conditions may

bring, about.changes in the characteristics of the business
done, but we should see the activity as a whole main¬
tained on a sound and satisfactory basis.
Considering the investment picture, the outlook for

1949 would seem to be satisfactory. While we may ex¬

pect to see a lessening in the demand for new capital
funds during the year/commitments carried over from
1948 plus new investment opportunities in 1949 should -

provide adequate investment outlets; The consequences .
'

" "

(Continued on page 44) .•,, -
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FreeGold Market
^ ij - '1 (Continued from .page 3) . /■•;*,
tions at ^our international bound¬
ary line, all pur dollars, are main-:,
tained on a ..parity;^domestically
with?/our - standard gold - dollar;.
This does not mean that all our

dollars—paper, silver, gold—can¬
not depreciate, and have not de¬
preciated. sharply, in terms of
goods and services; what it does
mean is that, our domestic'cur-1

I'ency.does not depreciate and has
not depreciated, in terms of gold
domestically! since we:devalued
our gold dollar and launched our

present system; on Jan.- 31,1934.'". -
r • Should Congress be sufficiently
; confused orvca)lous regarding the"
nation's interests: to authorize a

free gold market without/at/the
same time: returning this/couhtry:
to a gold coin system, the United

. States would; lose the/small'pro-!
i portion of a<gold standard it -how:,
has under dts > restricted/,intOrna-J
/ti6halTg&^ {We)
would be thrown into a thorough-;
going !J irredeemable .v J,monetary:
system in )which/there-yvoiild; be,
no fixed '-monetary standard - of
value. We would be plunged into
the; same type vof irredeemable
money,''without' any! fixed stands
ard unit; that; 'characterizes/, the
'worst monetary systems-ih Europe •
and the Orient.1 We would have
what we had during the Green¬
back days of 1862-1878. We would
be .joining, and sharing the- chaos-,
and miseries of; all those/court-
tries afflicted;with irredeemable
paper money;",;;^\S-;: 'i
i .' Although we have an irredeem¬
able money domestically, we have
some benefit^'of a fixed standard
uni^ t Since dou|v; domestic irred

( deeihable currency us - linked I id
this standard unit by a system; o£
indirect conversion intoVgold/all

; our dollars are {"exchangeable! at
:-'i the' international boundary: line
for, one another at the rate-of $35
{per'fine ounce erf gold regardless
df whether these dollars/ be -gold,)
silver, paper/or deposit currency
*)'. Thus,/even though our domestic
irredeemable / monetary system
contains far-reaching? defects and
evils, the fixity of; our monetary
unit in our restricted international

|£bld : "bullion > providesus: {with
enough of the basic elements of
fa; thorough-going gold standard tb
)make our: monetary Systent much
superior./to most Of those';'found:
in .{Europe and ', elsewhere /.with:
perhaps;Switzerland) excepted^: Ii
is much ;, superior to what^jwe
would have if,! through the'adpp-!
ti'on of a free':gold;matket "along
with our irredeemable money,'we
should abandon so much of .a? gold
standard as/,we have. Our/fixed
"gold unit at $35 per. fine bubee
of gold contributes much to the
stability and value of our money,7
even though the use of this gold
is unfortunately {confined! largely
"to our international ''exchanges
"with / central ' banks, f One result
of -' this is that foreign trade' is
almost completely under the con-:,
trol of central governments and
"their banks with consequences
that, are serious now and promise
to be more serious,with, the pas-.,
sage of time unless we change our

-policies in this respect in the near
future. Foreign trade will open
up and expand when individual
traders can get gold and other
good money and go where they
will in their search for profit.

{ •'The Gold Producers' Chief;
, ? -.. . Contention > - V;

Owners, officers, and managers
of gold /mines (and others) - are
contending >that, since. mining
costs have risen' so high that their
mines can no longer make a profit
while they are '.compelled to sell
their gold tothe Treasury" at.) $35
per fine ounce, the price of gold
should be raised.- Their "solutions"
to these cost-price problems take
one or all of three principal forms:
They wish to see the dollar de¬

valued again; onthqy wis!),1tq have
a ) free • market lfor /gold which;
would, of course, be higher than
the Treasury's fixed price; or they
wish a, subsidy. / AU these "soIut!
tions" would be injurious to the
people of the United States.; a.;. /
... The gold.mine interests, are'hot
willing to face the basic, facts that
should be faced and of which,a
responsible government ot a na¬
tion is supposed to be fblly aware)
One of these is that -.if a nation

is to have a good monetary system'
it must have a fixed) monetary
unit.

, - {
Another is that when, enterpris¬

ers enter' the business of, gold
mining they, are embarking upon
an undertaking that has distinc¬
tive characteristics: They are-min¬
ing a material that is the standard
monetary) metal of a nation ; the
price of whicH metal must be fixed

,4f tbat nation is to have the bene¬
fits, bf a fixed-standard monetary
unit.
The {gold miners' problems are

{therefore, simple ones basically.
Their undertaking requires to a
they keep their costs below thi
fixed selling price of $35 per fine
ounce, or close down. Today, they
contend that they cannot keep
their; costs below . $35 per ounce

?.nd, of course^ they do not wish tc

close;;:down.. As a consequence

they are employing a variety of
arguments in their efforts to ob¬

tain a higher price for gold); None
of them can have validity since

a4higher price for gold would im¬

pair our monetary standard. Their

agitation/consequently, is creating
a?-situation which is rapidly be¬
coming a case; of the gold mine

interests versus the people of the
Urtited States: -''- *"4 '■ :

The Gold Producers' Contention
/That the Gold Dollar Should

Be Devalued Again
,

If a naticn has a supply of gold
adequate- to support its paper
money and deposits, as we hqvc
if conventional standards,of meas¬
urement and comparison have any
value, there' is no known valic.
reason why the size of that na-'

tion's standard monetary unit
should be reduced. : ■'«

Fixity in a nation's standard
monetary unit is the first and
most fundamental requisite of a

good monetary standard, just as

fixity of the unit is the basic
requisite in all other standards of
measurement. ;': • >. * /. v :

Should^ Congress be so foolish
as to reduce :.again the size of our

standarc^ gold dollar after only
"15 years of fixity, it seems reason¬
able „to suppose that the confi¬
dence of the people of the United
States in the willingness and abil¬
ity of their government to provide
them with, :ahd to maintdin fofr
them, a fixed monetary unit
would be impaired fcr generations
to come: y / .

Such impairment of .confidence
has far-reaching implications for
a people. Long-time commitments
dwindle or die. Uncertainty re-1-
places confidence. Inclinations t6
save are undermined. Economic
and social deterioration sets in
rapidly. Should our government
devalue our dollar again, espe¬
cially when there is no valid rea¬
son known to justify such a ca¬
tastrophic step, we will then hav|e
joined the company of those peo-
\ (Continued on page 45) -

SEE SOW MUCH

Concerns of every s^e and type report;savings up;to" 30%^often moieV SavingsV
are frequently enough to pay for the entire installation in the first > .

year. National's time-and-money-saving features make this possible/ -"7-"" -
• The removable-forth bar shown above, which quickly adapts this,'National Accounting) " \
Machine to various jobs, is but one of five outstanding features— and only National has them all.

In the office,, as in the factory/mechanization cuts overtime, reduces costs. Ask
your National representative'to study your present accounting set-up and report
the savings'you may reasonably expect from a modern National system. V-'- , , . . * .

... •
_ ......... , .. .• .. . >•,
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Business and Finance Speaks After the Turn of Ike Tear

w. w. Gassejr

(Continued from page 42)

of firmer interest rates are beginning to be realized but
this trend may be arrested or even reversed as the
period of economic readjustment progresses.

W..W. GASSER
President, Gary National Bank

l'have before me a chart showing business ups and
downs since 1775, together with commodity price levels
since that time. Each war has created certain similar
conditions—high prices—high industrial activity for war

goods—greater taxes—larger Federal
debts. The years following each
war have followed similar patterns—
lower prices—transition from war to
peacetime activities — artificial
stimulants by Federal Government.
But sooner or later the law of supply
and demand begins to operate and
commodity prices work themselves
down to around prewar levels, and
business activity has its ups and
downs as formerly.
The coming year will be the fourth

year following World War II and it is
my opinion that the artificial stimu¬
lants now being applied will begin to
lose their potency, and that lower-
prices and lessened business activity
in most line will begin.

In banking. I look for the trend to largely follow the
trend of business in other lines. These trends should
bring slightly lower deposits, heavier demand for loans,
especially in the consumer credit field.
Interest rates have been kept abnormally low by arti¬

ficial means but should begin to turn up a trifle, depend¬
ing somewhat on the action on U. S. Government bonds.
Labor costs will undoubtedly rise some more, and taxes

are in for rises all along the line. Local governments
are already out to get more funds to operate on, and With
the world cooperative program being followed by the
State Department, Federal taxes will likely rise.
I look for bank earnings to be slightly lower in 1949,

the increase in interest rates to be more than offset by
increased costs and taxes. v ; , . -

Bankers should screen their loans most carefully,
adhering to sound risks, short-term loans as against long-
term or capital loans. I also advise very short-term
maturities on bonds and investments. Banks generally ;
are in the best financial position they have been in
years, and should keep as sound and liquid as possible.

E. CHESTER GERSTEN

President, The Public National Bank and Trust Company
of New York

The year ahead seems destined to be a period of ad¬
justment and change, with good business if measured
by prewar volume. Barring labor difficulties, produc¬
tion should fill fu?ther the gaps between demand and

supply in both soft and consumer
* - goods.' Excessive prices and un¬

economic costs will result in read¬

justments, eliminating more of the
inefficient producers and mer¬
chants. V •',:;
We have seen readjustments in

many lines during the past year, and
welcome the shifts from sellers' to
buyers' markets. Competition is
good, and affords ample reward for
those having sound training and
experience.
As a nation, we are fortunate in

having an abundance of agricultural
products and fuel—both coal and
petroleum. While our natural re¬
sources are being heavily de¬
pleted, industrial and individual in¬

itiative lead constantly to development of new foreign
and domestic supplies, and inventive improvements
effecting economies and greater efficiency of use. These
all foster production by our industries. The resulting
high employment provides purchasing power for the
increasing population. As the latter grows, there are
additional demands to be satisfied, and business should
expand.
International confusion seems the most unpredictable

factor. We face continuance of "cold war," draining
our resources and creating artificial activity. Under

real peace, business would be greater, more productive
and profitable. ; . ;

Our individual requirement is to think clearly and
judge wisely. If higher wages or higher taxes, or both,
result in higher costs of doing business, we must be alert
to sense the changes that bring about higher, prices or

reduced production. Caution must govern in appraising
risks, and undue exposure or chance must be avoided.
With conservative, sound planning, and hard .work,

we may look for further progress in 1949 for,our .cus¬
tomers, ourselves and our nation.

E. Chester Gersten

Walter Geist

WALTER GEIST j

President, Allis-Chalmers Manufacturing Company
We look ahead to 1949 with cautious optimism as the

result of "soft spots" that began to develop in some of
our general machinery lines the latter part of 1948.
As a manufacturer of approximately 1,600 different

, < products, it is quite natural that we
have felt, in certain lines, the same

T' , ,/"! recessional tendencies that have
been noticed by others. But our

great diversification and the tre¬
mendous demand for certain of our

products has enabled us to shift our
manufacturing, processes to the de¬
mand lines, thus maintaining a rea¬
sonably full schedule of production
and level of employment.
These adjustments are not always

easy to make and they create con¬
stantly new and difficult problems
for management. However, we feel
that our experiences in the past
year will help us to meet these new
challenges, and we will be able to
make a commendable showing in

in 1949. We still have a tremendous backlog in our

general machinery division and at the present time we
can see no immediate letup in the demand for our
farm machinery. , .

We are aware that many of the problems of 1948 will
continue to plague us in 1949. There may even be new

problems. Unless the Congress, by its action, places
insurmountable objects in the path of business, which
would naturally affect us, we believe we can meet our
problems just as successfully as we met them in 1948.

L. M. GIANNINI

President, Bank of America, N. T. & S. A., San Francisco
The year just closed has been highly prosperous for

all elements of the national economy. National income
at about,$225,000,000,000 has reached the highest level
ever attained in the history of our country. The prob¬
lems resulting from inflation have
been with us throughout the year
and continue to press for solution,
although some progress toward a
suppression of the inflationary trend
was made in the closing weeks of
the year. " V X\V '..V-'- ■. - /■'.
Consumer goods in general are in

adequate supply, sufficient to meet
the demand, but a large backlog of
orders still exists in heavy'. indus¬
tries, a condition which it might be
reasonable to suppose will continue
throughout 1949.
It is not sensible to anticipate a

severe depression in this country so
long as expenditures for national de¬
fense and foreign, aid maintain the
$20,000,000,000 level projected for
the . next year. This should more than absorb what
might otherwise have become embarrassing surpluses.
Some consumer industries will undoubtedly operate at

less than capacity levels in 1949, but those which have
sound management and economic justification will con¬
tinue to prosper. The service and heavy industries
should continue to operate on a satisfactorily profitable
basis. ' • ■ ..

Europe is making good progress toward recovery. War
'

as we have come to know it through the last two world
wars does not appear to be imminent.
If we do not wilfully induce a recession, as some

of us seem prone to do, 1949 can rationally be expected
to be a better than average year for business. The
times, however, call for a high degree of statesmanship
on the part of the leadership of business and labor.
All things considered, it appears we would not be

unwarranted in anticipating that good times will con¬
tinue if we do not further toy with our domestic econ¬

omy and the free enterprise system. • ;

FRED G. GURLEY

President, The Atchison, Topeka and Santa Fe
Railway Company "

General business activity of 1948 remained at a high
level for the third consecutive postwar year,.although
toward the end of the year carloadings were turning
downward and signs of decreasing production in some
lines were indicative of a nearer balance between supply

and demand. At this time it is dif¬
ficult to see into the future much

beyond mid-year but the evidence of
weak spots here and there seem to
portend a lower volume of traffic for

1. .the;year 1949 as a whole^ Current
forecasts of the 1949 winter wheat
crop place the expected harvest at
a figure slightly , , below the 1948
production, notwithstanding a small
increase in the acreage seeded.
Size of the crop depends, of .course,
Aipon- future- weatherw conditions;
timely rains and snow will be need-,
ed during the growing season. '
Modernization and • improvement

of the railroad plant to keep pace

with the progress of the country con¬
tinues as the policy of the Santa Fe

L. M. Giannini

which serves the most rapidly ..growing area of the
United States., ; ' : ,.

In 1948, gross capital expenditures for new equipment,
improvements to existing equipment, and additions and
bettermerits to roadway property amounted to approxi¬
mately $55,000,000. 'That figure was not as large,'as
expected earlier in the year as substantial parts of the
program had to be carried over into 1949 due to scarcity
of materials and builders' inability to deliver all new
equipment previously scheduled for 1948 production.
With this carry-over from 1948, the outstanding commit¬
ments for new Diesel locomotives, new freight cars, new
passenger cars, and improvements to other facilities
constitute a program going into 1949 of more than $110,-
000,000. Not all of that amount will be spent in 1949
as some orders for Diesel locomotives and passenger cars
cannot be fulfilled until 1950 at the present rate of pro¬
duction. ,. ' „' • ' - ' •••.
At ; currently prevailing costs of capital goods, the

necessity , for a substantial improvement program to
meet the needs of the commerce of a fast growing
country calls for- the expenditure of large sums. These
expenditures are made in the belief that the railroads
will have the opportunity to earn a fair return on the
money devoted to the business.: .. . ;. i ; a t
Despite uncertainties about costs,; taxes, and the gen¬

eral
. economic trend, the Santa Fe is progressing -its

plans with faith and confidence in the future, yet at
the same time recognizing that we may be approaching
a period that demands a high degree of alertness and
an ability to make appropriate adjustments to meet new
or changing conditions. • . v

BERNARD F. GIMBEL

President, Gimbel Brothers, Inc.

For many years now retail sales
have borne a fixed ratio to consumer

dispensable income. Occasionally,
as now, psychological reactions
temporarily disturb this traditional
sales-income pattern; also, the high
cost of food necessarily reduces
funds available for less urgent con¬
sumer needs.

It is my belief that the cost of
food has reached and passed its
peak and that the high level of em¬
ployment and earnings, likely to
continue at least for some months
to come, holds out the promise of
high retail sales during the com¬

ing year . ! - • . . - Bernard F. Gimbel

GEORGE GUND

George Gund

Fred G. Gurley

President, The Cleveland Trust Company'
Several years ago in these columns I pointed out the

dangers of inflation which had not then yet become
discernible. What has happened since then is history
and every person reading this has been made painfully
aware of the rising cost of living. X
Whether or not this is the year

when inflationary and deflationary
influences will meet head-on and

bring on some sort of recession re¬

mains to be seen. But I still main¬
tain as I did in that earlier article,
that for business and labor both to

enjoy a sound prosperity, the trend
of output per man-hour,' as well as
of total production, should be up¬

ward; and prices brought within the
reach of the ■ greatest.;', possible
number of buyers. I also pointed
out the necessity for a return to
those cardinal virtues of thrift and

self-reliance that . in the past have
constituted America's greatness.
World, developments, during the

past twelve months, have not been conducive to anji

great optimism. We are saddled with tremendous mili¬
tary expenditures . far above anything previously ex¬

perienced in peacetime. Although this means large
order for factories making armaments, it does not add
anything to the supply of goods which civilians can buy
Indeed, the wages paid for producing military supplies
actually compete with other wages in the markets foi
civilian goods. .. . ' < V' '' .

, - Although, this country is in its thirty-fourth post-wai
month of large production, business and industry is'con-
-fronted with many trials and troubles, prominent amon^
♦'which are world politics and continuing high domestic
prices. * < «.. '• ••

On the price front, however, consumers have latelj
been getting some relief from the previous upward push
A year ago, inflation was the nation's principal economic
'worry. Wholesale prices rose aboue 17% on the average

during 1947, and thd advances became steeper as the
year progressed—particularly in farm/products and
-foods.- By. the'end of 1947 wholesale prices in -genera;
-were 102% above '-the* 1935-1939 prewar average.A .»

At the ^opening of. 1949 the: long^ inflationary spiral
.. which originated ..from government borrowing during
the war, has com# to.at-.least a temporary Jialt. Aftei

, a sharp but-brief drop in grain priced early in '1948
the priceXiridexXdid renew, its advarlce until the middle
of September; -But' rince : that month-there has been ;

distinct easing in the price level, led by farm products
}■ (Continued on page 46) i
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pie in frrign nations whose gov
eminent^ cannot or will not main¬
tain fixed monetary units and we
will have become voluntary part¬
ners in sharing the miseries of
monetary depreciation and the
consequent economic chaos.

The Agitation for a Free Gold
Market Under Our Irredeem¬

able Monetary System
. This agitation rests upon the
valid theory that if we had a free
gold market while we have an

irredeemable paper money the
priee of gold in such a market
would be well above the Treasury
price of $35 per fine ounce.

• So long as our domestic dollars
are linked to gold, by a system of
indirect conversion such as ours
the price of gold in dollars at our

Treasury and Federal Reserve
banks will be $35 per fine ounce.
Direct redemption would, of
course, have the same effect in
so far as maintenance of parity
is concerned, l

. Whenever the fixed link be¬
tween paper money and gold is
broken, regardless of whether the
link rests upon a direct or indi¬

rect process of redeemability, the
value of the irredeemable paper
money in terms of gold will de¬
cline and the price of gold in
terms of such paper will rise. This
is simply because paper is paper
and gold is gold.; Under such con¬

ditions the paper money price of
gold will be determined by all the
forces of supply and demand af¬
fecting both gold and the paper
money.

The Argument that a Free Market
■v,<; for Gold Is Necessary to De¬

termine "the True" Value
'

■■ : of Gold

;~,The contention is frequently ad¬
vanced that we should cut our

paper money loose; from gold at
the rate of $35 per fine ounce and
have a free gold market in order
to determine the "true value" of
gold after which we could then
stabilize our dollar at "the prop¬
er" rate. This is simply an argu¬
ment to the effect that a country
with a fixed gold unit should
abandon it, let its money run a
course of depreciation in terms of
gold, ; and then devalue again.
Tha* procedure could be pursued
indefinitely—until the weight of
the standard monetary unit be¬
comes too small to count. It mat¬
ters not what the size of the unit
may be; if a paper money, linked
directly or indirectly with gold, at
a fixed rate, is cut loose from gold
at that rate the price of gold will
rise. ;

The Contention. • that "High"
r Prices for Gold Abroad Dem-
. onstrate that Our Price Is
l ) Artificial, and too Low C

A common argument for a free
market and the consequent higher
price for gold under^ a system of
irredeemable currency is that gold
is selling abroad at prices rang¬
ing from, let us say, $50 to $110
per fine ounce, and that this is
proof that our Treasury price of
$35 per fine ounce for gold is ar¬

bitrary and too low.

I The reasons for such high prices
for; gold in various parts of the
world are many. Those prices are

often, if not generally, merely cal¬
culated not realizable, rates in so
far as our dollar is concerned.

; : For instance an ounce of gold
may be purchased for any one of
a number of reasons at-a high
price in terms of some depreciated
foreign paper money. Then a cal¬
culation, at official, not black mar¬

ker, rates is made' between the
foreign currency spent for gold
and the dollar, which ordinarily
is not the paper money being of¬
fered for gold. Such computation
reveals the price of gold in terms
of dollars at this calculated rate.
but that is a very different thing
from the situation that would pre¬
vail if the paper dollars were ex¬

changeable for gold at our Treas¬
ury or Federal Reserve banks.
There may be reasons why

someone with paper dollars
abroad would spend more than 35
of them for an ounce of gold; but
in all such instances that would
reveal nothing but the fact that
such a buyer did not have access,

immediately, if at all, to our gold
at $35 per fine ounce and that he
was willing for some reason to
pay a premium for it. He is
simply buying gold with what is
for him an irredeemable paper
money. Foreign central banks,
which can exchange their dollars
for our gold at $35 per fine ounce,
may place obstacles in the way of
the redemption of paper dollars
at par in gold at those banks and
thus drive down the dollars in
terms of gold. For example, a
sharp discount in the value of pa¬
per dollars in terms of gold has
recently existed in France.
But none of these cases proves

that the Treasui y price for gold is
/'artificial" or "too low." The fact
is that the various "high" prices
for gold quoted abroad means

nothing in so far as we are con¬

cerned—that is, in so far as the
desirability of maintaining a fixed
monetary unit is involved. These

"high" prices for gold are merely
measures of the various degrees
of depreciation of foreign irre¬
deemable paper currencies in
terms of gold in particular mar¬
kets because of certain circum¬

stances, or of the unwillingness
of foreign central banks to redeem
our paper dollars at par in gold.
All our dollars at our interna¬
tional boundary line—that is, at
our Federal Reserve banks and

Treasury—will exchange for gold
at the rate of $35 per fine ounce.

Proof that the so-called "high"
prices of gold in terms of foreign
depreciated currencies are not too
high is revealed in the fact that
in the face of these "high" prices
for gold abroad and the "arbi¬
trary" and "artificially low" price
for gold in the United States, the
net inflow of gold from Europe to
the United States was $1,866,348,-
000 for 1947 and $2,311,287,000 for
the year October, 1947-September,
1948.
This relatively heavy net inflow

of gold into the United States il
lustrates, in part, the importance
of fixity in a nation's monetary
unit.

official assurance that the price of
gold would not be raised, the rate
of outflow dropped sharply'*as
against the rate of inflow.
There are valuable lessons in

these and similar experiences of
nations which should demonstrate
in some degree at least the value
of a fixed monetary unit as con¬
trasted with a changing one—or
the threat to change it. „

The Agitation for a Gold Subsidy
The arguments in behalf of a

subsidy are to the general effect
that such subsidies have been
granted in Canada and South
Africa, that we subsidize the silver
interests, the farmers, and others,

and that, therefore, the gold mines
should be subsidized too/V' .yy-\
The simple and valid economic

answer to these contentions is that
none of these subsidies is defen¬

sible, and that there is no valid
reason why our gold mines should
be subsidized. Every miner enter¬
ing the gold field is supposed to
know that the price of his product
is of necessity fixed and that his
problem is to keep his costs below
that price, If he cannot do this,
there is no reason why the tax¬
payer should be compelled to pay

for the gold producer's miscalcu¬
lation—not unless we are to adopt
the suicidaj. policy that the tax¬

payer ;must subsidize everybody's;
mistakes.
The gold producers would do

well to consider the fact that most
other industries often have the
problems of high or rising costs
not merely in the face of a fixed
price for their product but in the
face of falling prices for theft
output. ■ 'y/'
The Contention that We Should
Have a Free Gold Market
Alongside the Treasury's
Price of $35 Per Fine

Ounce
Since our people cannot redeem

their currency in gold at any price
(Continued on page 47)

Importance of Fixity in a Nation's
Standard Monetary Unit

Further illustration of the value
and effect of such fixity is found
in part, in our experiences in 1933
when our dollar was cut loose
from a fixed monetary unit and
the dollar price of gold rose rap¬
idly—56%. between March 6 and
Sept. 20. Beginning, in March,
1933, at which time the price of
gold began to rise, the exports of
gold began to exceed imports, and
this flight of gold continued every
month until February, 1934, at
which time the flow turned to¬
ward the United States, the reason

being that on Jan. 31, 1934, our
government stopped raising the
price of gold and fixed it at $35
per fine ounce.

Prior to March, 1933, when the
price of gold was fixed at $20.67
per fine ounce, there was a net
importation of gold for every
month beginning with August
1932, and continuing through Feb
ruary, 1933, despite the runs on

our banks and all the other diffi¬
culties then prevailing. * ■

Still another illustration is

found in our experiences in the
Fall of 1937 when,; as' a conse

quence of the business recession
that had set in, it was rumored
that the price of gold would be
raised again as a means of com¬

batting the recession. A conse¬

quence was a sharp increase in
the outflow of gold during the last
three months of 1937. When be¬
lief in the rumor was ended by

Industry Sueceeds

IN

New Jersey

New Jersey has all the elements required to

make it a great industrial state.

Such strategic advantages as rich markets,

productive manpower, excellent transporta¬

tion, and diversification of industry abound in

an area famous for its residential facilities.

During 1949, Public Service will continue to

participate actively in the welfare and future

of this great state.

Public Service Electric and Gas Company
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and foods but extending to numerous ether commodities
as well. The wholesale price index tc.dsy is back to
about where it was at the end of 1947.

' The' main reason for this change in price trends has
been the filling-up of the pipelines. The large output
of goods, together with bountiful crops, has brought
supply into baiance with demand 'in Xue case cf ..many
consumer items. Whether the relief from advancing -

prices will continue is not yet clear. Much depends on
the future actions of the government. If no attempt is
made by the government to "economize, and if new funds
are handed out in every direction, it is likely that a
Federal deficit will again result—particularly as fu.ther
incrca_es in spendii g for military purposes and for
foreign aid seem to be in store. A deficit-would have
to be met either by higher taxes or by additional bor¬
rowing. The first would transfer purchasing power to \
the government from those paying heavier taxes. The
second would pave the way to renewed inflation.
For business, 1949 should be an active year—though

perhaps up to the peacetime record of 1948. Whether
it will be a year of further inflation will have to await
the development of governmental policies.
Whatever the economic climate may turn out to be,

our banks were never in better condition to help indi-
dividuals and industries take advantage of opportuni¬
ties or meet emergencies. Capital has been strengthened
continuously so that, even the largest types of financing
can be handled locally. • .. /' j . A; //"A' A.

H. FREDERICK HAGEMANN, JR.
President, Rockland-Atlas National Bank of Boston

As we move from 1948 ^nto 1949, I think that the
feeling of most bankers in regard ,to the overall out¬
look for banking might best be characterized as one of
cautions optimism. There seems to be good basic

believing that our well managed,
•efficient customers will have a goou

volume .of business and make reason¬
able profits in 1949, although prob¬
ably not as much in either respect as
in the year just closed. At the same

time, signs indicating the need for
caution are becoming more apparent.
There is every evidence that the
peak of the postwar boom is over
and keener competition is being felt
in most lines. Already banks are

again experiencing credit losses and
some slow loan situations, both being
manifestations of £ return to mon
normal banking conditions. It will
^e increasingly important for the

H. F. Hagemann, Jr. y banker - to know his customers 5
better and to keep in closer touch

with them. /■. ■/.;" '/;., M;Z MM/;. M;AA A-!;/ ,r :

Bearing in mind that no matter how much thought
is put into trying to analyze the future, factors and
events that are unforeseeable usually turn out to be most
..-influential and controlling. However, as viewed in the
light of what is known today, it seems to me that in
1949 the loan volume will probably be somewhat less
than in 1948 and that credit losses will be greater.
While interest rates have been moved up, .money stjjl
remains one of the cheapest commodities in the whole
economy, in spite of the fact that banks' costs have gone
up sharply and earning assets have been, reduced by
the substantial reduction in war loan accounts, and as •

a result of increased reserve requirements. With a con¬

tinued good, although probably slightly, lighter demand,
for money anticipated in 1949, bankers will be in a posi¬
tion to charge rates of interest which come closer to
reflecting the risks involved.

, It is not anticipated that there will be any marked
change this year in the over-all level of deposits, and
it seems to me that bank earnings in/1949 will be, in
general, about the same as they were in 1948.

ROBERT M. HANES -

President, Wachovia Bank and Trust Company,
• Winston-Salem, N. C.

The year 1949 will not be an easy one for banking.
Our problems will be greater. Our credit risks will
increase. Our operating costs will continue to rise.
But, despite these adverse factors, I believe there will
be ample opportunity for the effi¬
cient, well-managed bank to make a

fair and reasonable profit next year.
I do not believe that interest rates

will increase in the near future. It
now appears that the government
policy of easy money will be con¬

tinued, and in the face of this policy
it will be difficult for banks to make

further increases in interest rates.
At the same time, costs of operation
will continue to climb, and this
means that banks will have to con¬

centrate attention on efficiency and
do everything possible to keep costs
from getting out of hand.
Credit risks will be greater during

the coming year. As prices decline
without a corresponding decrease in
wages and other operating costs, mahy marginal types
tqf business will fail. There will be a general slowing
down in the liquidation of loans. Collection efforts

must be stepped up and losses on loans will increase,
however, tor some years, we have had a minimum cf -

losses," and we shall have to expect some increase as, f

conditions return to normal. ' ■'■■I v ,

Banks must continue to build up their capital funds v

ana their reserves. Those banks which have not sub¬

stantially added . to jtheir capital funds during yecent
years will find it difficult to absorb some of the losses
that must inevitably .cpipe. Conservative dividend poli- t
cies should be followed in order to provide ample re- „

servesfor all foreseeable contingencies. A,
Bank deposits as a whole will probably rerpain fairly ■

steady throughout the year, with little change up cr
down. Deposits will not decline materially until the
Federal debt is reduced. However, there are. likely to
be more shifts of deposits between different sections oI
the country and different banks. , ■ •

It is to be hoped that it will not be necessary .for the
Federal Reserve to increase further the reserve re¬

quirements, No doubt the Board will ask for additional
powers over reserves and credit, but it now appears xnac
in the coming year we shall have to face more prob¬
lems of deflation than of inflation, and such additional
powers will not be needed.
Despite the problems we face in banking, I believe

there will be ipiany opportunities for increased service,
for broader usefulness, and for reasonable profits for
those banks which are efficiently operated: and ably
managed. ; "'A A";A. v-; A ., A T A". 'MA;.M.j'/;/M

MM'ZM/ w. HARNISCHFEGER
President, Harnischfeger .Corporation"

<v" •• '
, x ■'' Vi./' ' ••

Ever since we recovered from the' late 1945 ;rgadjust-:c ;

ment of our markets and the paralyzing-eoaL strike? and %
other disputes in basic industries
we have had two-and-a-half yearst rhigh/employment /
••and production. I am satisfied thatM-M^vMM-iva-j-■ /■A-'T
if it bad not been for limitations of;
manpower and materials, we would
have had a much bigger splurge of ]
-buying and more rapia saturation of
our markets than we have experi-
enced.i Because of these limitations1
it is catching up with us more graua-

ally, but just as inevitably as it:;
would under any circumstances.
It is disturbing-- that on the na-

tional scene we cannot reconcile our-M
selves to competitive conditions but. •

continue to pour out public funds for
any pretext that ban find political,
/'backing. It particularly impresses
me that our foreign aid programs,,, . . , .

v; must ,be put on-a' piore businesslike
'basis-if we aref to bring about the re- /./VM; *j' { •./* AT'-
establishment of4normal international trade. ?<■'/■ ■/ /-*" y
►In spite of these things, we are looking forward to a

/fairly satisfactory year through the sale of the quality
and superior features of our products instead of taking ,i
orders on delivery, which has often been th$ most im¬
portant factor in recent years. V; / M/M;/,jr, A ^
I fiimlv believe that an excess profits tax assessed

„ against business today would have the same effect as a
, law prohibiting further industrial expansion. In fact,
even talking of a new excess profits levy is causing busi¬
nessmen to get jittery about expansion already planned

. because nothing would check our growth more quickly.
All plans for expanding our company would immediately
have to be reconsidered. . -A;./-/,,; , ■ < /•'■•/ ;

;/ The corporate income tax rate at the present time is
very heavy. It begins at a rate of 21 % on the first $5,COO
of net income and rises swiftly to a rate of 38% on an
income of $50,000 or, more. Some people think that an
income of $50,000 is very large, but it mayj be a very
small return on a big investment required in operating
a factory or another line of business. That would be a
lot of income .for a newsboy to make in selling news¬

papers in a city, but It would be too small to get anyone
excited about producing excavators or any other, article i
demanding an investment of many millions of dollars.
The corporation income tax is very peculiar in one

-

resfpect. It allows no deductions for the expense of se¬
curing capital from the stockholders. Even if they earn
only 1% on their investment it is taxed as profit, when
"it is really nothing but an interest-return, and. a poor,

ie at that, on their capital. AM
Tntnynnf KAr»v»AttTO/4 mammr u.v\V»4 f r*rAn': ■*'

Robert M. Hanes

one

Interest on borrowed money, rentals.; paid .'for prop¬

erty, salaries, wages, and other necessary business ex¬
penses may generally be deducted, however. The
strange result is that in order to earn anything to pay
dividends, a corporation must first earn an inpome which
is taxed by the corporate income tax at rates ranging
from 21 to 38%. After paying this tax, if the corporation '
teels it can afford to pay out some dividends, those divi¬
dends again become taxable income in the hands of the
stockholders and may be taxed with the personal in¬
come tax at a rate from 16.6 to 82%, •'' MM.
I have never heard of any good reason for this double

taxation of dividends. Certainly the owners of a corpo- /
ration are as much entitled to interest on their invest¬
ment as are the bondholders and the other creditors. But
for some strange reason, apparently by historical acci-'
dent, the income on risk capital may be taxed twice
while alt income earned by people in other ways is taxed
only once. Such double taxation is not only unfair,/but/:
it is also uneconomic because it acts to/discourage in¬
vestors from putting money into new.and other ventures-:
that cannot readily borrow their funds because their
future income is uncertain.
The double taxation of income going into corporate

dividends invites corporations with established credit

sources to borrow funds outside the business instead -of
looking to owner-investors for capital. A debt is in ef-
itu, Ju..noe m name, a< mortgage on ruture earnings and
perhaps also cn corporation property. The interest on
the debt;must be paid before any dividends can be paid
qn trie stock. So by borrowing, a corporation, like an
individual, may encumber itsen so heavily with finan¬
cial obligations mat it .is only, a question of time until it
pails. And if it does nbt fail, the owners always Lave to
worry abour meeting their debt charges and cannot de¬
vote themselves wi.tn a ctear mind to running their busi¬
ness m the Lest manner possible. - >
A reform in business taxation that should soon be ac¬

complished, if we want vigorous and healthy private
entci^nre, is the removal of the double taxation of divi¬
dends. Stockholders should be allowed a credit for the
taxes paid by corporations on their income that goes out
into dividends and thus becomes taxable income for the
recipi-iivS. ;/;/. •, //. . , • 4 •■ ■/; ,■

Some critics of business have been saying that corpo¬
ration pi oi its have been so high lately tnat corporations-
can easily pay higher taxes to support a bigger Federal
budget. Some labor leaders say tnat higher wages can
be paid by giving up some of the corporate profits, and
those who compiain about the high cost of living think
that corporations can readily sacrifice their profits and
cut prices. But our governments at the same time want
to get big tax revenues from corporations by taxing their
income, labor wants steady employment, and the con¬
sumers want greater supplies of the good things of life.
There is a great danger that in piling burdens on corpo¬
rations we shall kill the goose that lays the golden eggs
of taxes, employment, and production,
v Many economists realize that while corporation profits
have recently been higher than usual in dollars, they
have not increased as much overIprewar levels as wages
and/farm income. , Dividends have'increased even less,
because more and more of the-profits of corporations
have to be set aside to buy new.equipment, buildings,
and materials and for reserves to meet future contin¬
gencies. In relation to the vastly increased amount of
investment it now takes, at today's high prices, to run a

business and the much greater sales, there is great doubt
whether the profits of corporations, generally speaking,
appear to be out of line with reasonable standards. As I
previously stated, it is dangerous for a business to mort¬
gage .its future bv financing: its-needs . With borrowed
funds. It is much, safer to reinvest/earnings. Moreover,
.because of high .taxation apd other unfavorable factors,
/there is evidence that investors have recently been re¬
luctant,to buy the.'tftocksof,jeyen/the'/irore profitable
/corporations, and a corporation may "-have practically no
choice, about putting back its earnings into the business
to finance its operations. .// ..'/
a: We have been hearing much these days about infla¬
tion. One day we are afraid of inflation, ,vith its high

, prices, 'and the next we are afraid of deflation, which
may. be the transition to a hard depression. We all know
rhat much of the recent inflation has been created by the
huge war and postwar Federal budgets. It was not until
1947, the first time since 1930, that the Federal Govern¬
ment. balanced its budget. Every year in that long inter¬
val the government operated at a deficit. Then during
the war, the Federal debt soared by leaps and bounds,
and the expansion of credit brought us more money than
is good for the economy. Because goods have been scarce
in relation to excessive supplies of money, prices have
-gone up. Ihe only way out is to reduce the excessive
supply of money by cutting Federal spending and the
Federal debt, and at the same time to step up the pro¬
duction of articles that are still scarce. ; ';///
Tax authorities tell us that an excess profits tax is no

cure for inflation. We had such a tax during both world
wars, and we had a lot of inflation, too. No one has ever
found a way, they say,.to tell when profits are normal
or abnormal, and an excess profits tax hits a lot of corpo¬
rations with reasonable earnings and misses others with
high earnings. Such a tax is also deadening to business
initiative and invites waste and inefficiency as a way to
/lessen profits. ///: -•/. /'":■•' ••./•".. ",/ a,/,./-

DAVID W. HARRIS

/v President, Universal Oil Products Company
'

Research, development and engineering within the
petroleum industry have always been factors of major

. importance, and it is apparent that the approaching
./months will find added emphasis placed in the direction
of expanded programs, particularly
to improve the quality of products
from petroleum. j
•'This, year shall probably see the

industry .return. to the almost for¬
gotten competitive selling level. In¬
dications point toward-' an early,
transition from a seller's to a buyers'
market, and those companies with
improved products and effective
sales and merchandising plans will be
in a most favorable position to ob¬
tain a large proportion of the avail¬
able .business. ■ j . .: * / . A
Because of the gradually return¬

ing competitive market, considerable
active interest in new. processes is-
currently evident. Many oil compan¬
ies are already taking aggressive AM
steps toward the expansion and improvement of facilities
permit them to maintain a strong position in competitive
selling.
Product improvement, particularly with respect to

(Continued on page 48) ••v

David W. Harris
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Question of a

(Continued from page 45)

domestically, the proposal that we
have a free gold market "along¬
side the Treasury's pr}ce of $35
per fine ounce" is simply an air
tempt to reproduce the major
characteristics of tne conditions
we had from ,1862-1878 when our

Greenbacks and national bank
notes were irredeemable.7 During
that period the Treasury price for
gold—$20.67 per fine ounce—re¬

mained unchanged on our statute
books, but gold was not bought
and sold at ti.at raie by the Treas¬
ury. bince goia .was otherwise
bought and sold in a free goh
market in terms of an irredeem¬
able paper money,- tne value o,
such money in terms of golu was
measured in the fluctuating opai
market.

•In its essentials, therefore, the
propubdi iur a lite guiu

alongside our Treasury price, with
the Tieasury not pjn.icipat.ng, is
simpiy anotner way of proposing
a free gold market under an ir¬
redeemable paper money system;
Chaos in prices, production, and
foreign exchange rates would be
the natural results. Writing of our
experiences in the Greenback pe¬
riod, Wesley Mitchell said: "Sel¬
dom has a highly organized busi¬
ness-community carried on its
transactions for 17 years on the
basis of. such unstable prices."1
Should Congress authorize the
free > gold'-market - recommended

by the gold bloc, it is reasonable
to suppose ', that in a relatively

. shortb time"; Congress would be
frantically attempting to curb the
gyrations', in prices for gold and
other , things after the manner of
the worried Congress of 1863 and

r 1864 when it attempted (1863) to
control the premiums cn gold ani

: when it repealed (1864) the law
i authorizing a free, gold market.2

Should our people be authorized
to, buy and sell goia .ireely in
terms of their irredeemable paper
money, the price of gold wouiu

> rise. All exporters of gold to us
1 would sell to the private buyers
at the higher prices prevailing
not to the Treasury at $3o per
fine ounce. The value of our pa-

; per dollar would tecline in'ior-
ieign exchange, rates in terms oi
gold. The government's legal price
would no longer be effective.
Should tne Treasury offer to sell
its go:d at $35 per fine cunce to
-maintain the value of our dollar
r in foreign exchange, foreigners
. would, of course, simply buy all
. the Treasury gold they coula ob-
- tain at $35 and promptly sell it
: to our non-Treasury buyers at
any existing higher prices. Such
.an .endless chain of draining our
gold from the Treasury could have
no benefits for anyone except the
favored foreign trader,in our gold.
Any such procedure would be the

i height of economic folly on our
part. So much of a gold standard
as we now have—that is, a fixed

1 dollar value of gold in foreign
.exchange—would be destroyed.
'. The Treasury could, of course,
undermine the free gold market
*by.'selling sonm or all of its hold^
tihgjs of gold domestically. •; If it
attempted to get the market price.
>that price'; could be expected to

'fall,' but, more importantly, the
"market price would replace the

[Treasury price, and the fixity of

i id*old, Prices, and Wages Und:r The
Greenback ■> Standard (The Unlya.rsity
Press, Berkeley, California, 1903), p. .049.
>2,But this did not cure the difficulties

Wesley Mitchell his A H-sicr'
ff the Greenbacks (The University of
Chicago Press, Chicago, 1903), n. -231'
-"^Business was so greatly inconvenienced
;that a meeting of hankers and merchants
.convened on the 22 d Tof June, 18F41
pnd appo'nted a committee to rpcomntiend
necessary alterations in the law." On
July I, the law was re¬

storing a free giM market. The Green¬
back price of a gold dollar had reached
its peak of $2 85 in July, 1864, and, in
subsequent months rf tb-»* rear, it
fluctuated between $2,335 and $1.89.

the nation's standard ; monetary
unit would be destroyed.'

1

If the Treasury sold its &old ah
$35 per fine ounce, all currency
would automatically become 're¬
deemable in gold at that rate. Tnis:
would be a case of attempting; to
resume gold payments in "the
midst' of chacs after creating :a;

Eeriod of disturbance which woulde just what should not precede
an attempt to restore redemption
at the legal rate without devalua¬
tion. It is not reasonable to sup¬
pose that such redemption could
be successful; cn the contrary, it
is to be expected that redemption
could take place successfully only
if the standard gold unit were de¬
valued i.o a rate equal to the value
of the paper dollar in terms of

gold in the open market.
In short, the proposal for a fr.eei

gold market alongside the Treas¬
ury price for gold is a proposal for
Tuitiier devaluation of our dollar
or, at best, for a delayed or post¬
poned stabilization, as from 1875
.to 487 9, after a period of unneces¬
sary monetary and price disturb¬
ance.

The McCarran Bill (S. 2583) in¬
troduced in the Senate on April
28 1948. by Senator Pat McCarran
(Dem. Nev.), and discussed by him
tn •The Commercial and Finan¬
cial Chronicle" of May 6, 1948, is
an example of the proposal for a
free gold, market alongside the
Treasmy price of $35 per fine
ounce. The same bill was intro¬
duced in the House e.-: IT R. 6366

by Representative Clair Engle

(Dem.,'Calif.). On Jan. 3, 1949,
Representative Engle reintroduced

:,his bill as H. R. 387; Senator Mc¬

Carran reintroduced his bill, Jan.
5, as S. 13. ,' ;
The Purchase and Sale of Gold in
Its Natural State as the Be¬

ginning of a Free Market
• in Gold

The Regulations of the Treasury
issued under authority of Sections
3 and 4 of the Gold Reserve Act
of 1934, provide in Section 54.19
that gold in its actual state (that
is, recovered, from natural sources
and which has not been melted,
smelted, or refined or otherwise
treated by heating or by chemical
or electrical process) may be ac¬

quired, transported within the
United States, imported, or held
in custody for domestic account
without the necessity of holding
a license therefor."

Under the opening provided by
this Section 54.19, the Treasury

has permitted the issuance to resi¬
dents of the Continental United
States of warehouse receipts
against gold in its natural state.
Tliese receipts, like the gold they
represent, may be freely trans¬
mitted, transported, or transferred
throughout the United States for
domestic account. Such receipts
under certain circumstances may
legally be taken or transmitted
abroad, but acquisition of the re¬

ceipt or of the gold represented by
it by a foreign resident violates
Treasury regulations and makes
the gold subject to seizure and
forfeiture.

Gold in its natural state may be
imported into the United States
pursuant to Section 54.19 or Sec¬
tion 54.32 of the Gold Regulations.
Under Section 54.19, gold in its

(Continued on page 49)

Money, • certified as to weight and fineness by our1
Federal Government, and Kennametal Tools, made
by Kennametal-Inc.—a private concern at Latrobe,
Pa.— are both tools of present and potential value
to a free America.

How is sound money a necessary tool for free
people? It facilitates honest exchange of goods and
services between persons.; Thus it is used as a mea¬

suring tool. How well it serves its purpose depends
upon the degree of certainty which persons may
place upon its present and future value.

Kennametal Tool ■ Blanks and Kennametal Tools
merit confidence as to their value. They facilitate
daily production in metal-working shops, in mines,
and in construction work,; enabling the workers to :
do their work effectively, thus helping maintain
high standards of living in times of peace and pro¬
viding weapons for our defense in times of war.

Durability,, hardness, and utility are embodied in
Kennametal products. * 7

Money will serve-its necessary purposes, inspiring
thrift, lending fof ■worth-while enterprise, and pro?
tecting the real'valtie of savings accounts, life in¬
surance, and' customary forms of saving, only when
uncertainty is removed by stabilizing our currency,
as proposed in a .bill now pending before Congress*.
A deteriorating, non-redeemable money robs all who
earn and save. > ' • • ' * *

1 '

;VT'' - - Y
; , ,•

There is no uncertainty about Kennametal.
It is not a mere fiat certificate of value; it has
intrinsic worth — lasting merit—as valuable 10
years hence as now —one piece equally as good
as another.

This uniformly excellent tool material is obtain¬
able uon demand" at our plant at Latrobe, Pa.,
or any of our branches in industrial centers of
the United States. It is truly the "All American
Carbide". From our new Catalog 48 you can order
the tool tips and complete tools you need, with
assurance that full value will always be realized.

Restore the gold coin standard of money in the U. S. A.,
with'all paper money redeemable at $35.00 an ounce of
gold, and restore freedom, political tranquility, and usher
in an age of prosperity and peace in the civilized world...
support the Economists' National Committee on Monetary
Policy, 1 Madison Ave., New York City.

KE N N AM ETAL Sue., latrobe. pa
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Business and Finance Speaks After the Turn of the Year

H. Hiter Harris

(Continued from page 46) j

motor fuels, is a problem o'f immediate importance.
Recent announcements indicate that there will be

changes in the design of automotive engines within the
near future. If such changes materialize,, the industry
must be prepared to produce a motor fuel of higher
octane rating than that now generally available.,

Obviously, the development of new processes and
improved operating techniques requires an under-
Standing of basic problems; therefore it becomes funda¬
mentally necessary that research and engineering activi¬
ties be accelerated and that scientific study be Con¬

tinued on an ever-broadening scale.
The petroleum industry has been built upon a solid

foundation of progressive accomplishment. It realizes
■completely its responsibility of having adequate sup¬
plies of high quality products available for both peace¬
time and emergency needs. This year will find the
industry ever, more determined to continue its program
of long-range planning and orderly development. ,

t H. HITER HARRIS
President, First and Merchants National Bank,

Richmond, Va.

While final figures are not yet available, it is known
that the year 1948 was a very good one for corporate
business. It is believed that total profits, when and as

reported, will have exceeded those for any other year
in our history. However, the fact
should not be overlooked that in
many cases depreciation charges
against gross earnings were thor¬
oughly inadequate to make replace¬
ments of plant and equipment at
today's price level. Reported earn¬
ings will thus be overstated to that
extent.

There has been much gloom ex¬

pressed in many quarters about bus¬
iness in 1949. The sellers' market
for many lines has disappeared,
commodity prices have started down¬
ward, many industries have had to
lay off some workers because of the
lack of orders. The near-term out¬
look is not clear. There are many

signs of a slowdown in business-
yet already we have had some demands for increased
wages from labor. Food prices have started to decline
—yet we see prices have increased for some manufac¬
tured articles. The government is said to have developed
alternate plans to curtail furthe^inflationior to prevent
deflation, whenever a definite trjend is Ascertained.
I mention these things to emphasize the State of un¬

certainty in which we now Jind. ourselves. Legislation
which undoubtedly will be adopted at the present session
of Congress will probably ^affect business volume and
profits later this year. In the face of these uncertainties,
I fell that 1949 business as a whole will not be as good
as 1948, but the comparison with prewar years should
be favorable. ' 4

JOHN D. HECKMAN

President, City Bank and Trust Company of Reading,
Reading, Pa.

In discussing business prospects for 1949 in the bank¬
ing field, I am mindful of the fact that economic crystal
ball gazing is fraught with a great deal of danger. If
the crystal ball is clouded and bad predicting results, one
is undoubtedly exposed to the judg¬
ment of the "Sunday Morning Quar¬
terback Club."
One of the outstanding economic

achievements attained in 1948 was

the balancing to a large extent of
supply and demand in the manu¬

facture and distribution of consumer

goods.. This year bankers will have
to watch very carefully the trend
toward increased inventory and ac¬
counts receivable of commercial
borrowers. I think this will be par¬

ticularly true of consumer goods; in
fact, some segments of the textile
industry have overproduced in 1948
and show soft spots.
Following a strong upward surge

in loans generally during the past
two years, it is entirely possible that a leveling-off
should occur this year, if not a slight decline. This
would be healthy and, incidentally, anti-inflationary.
Opportunity has been afforded in the recent past to
eliminate or at least reduce drastically the weak loans
and I believe further close scrutiny should be given the
portfolio toward furtherance of this goal. ' ^

In the investment field, it is indicated that new issues
probably will be fewer in number and size. The big
"if" here is whether or not Federal Government spend¬
ing programs will cause a resumption of deficit financing.
It is a well known fact that, despite lower interest

rates and sharply increased costs of doing business, over
the last 'seven or eight years banks generally have
reported satisfactory earnings chiefly because of a steady
upward swing in deposits. Now with the prospect of
deposits leveling off, while some costs are still rising,
it seems to me that an upward revision of" loan interest
rates may be necessary. While this observation will

John D. Heckman

John A. Hartford

probably be greeted by some of my fellow bankers a
bit dubiously, I think there is justification, particularly
when we remember that the cost or rental of money
is lower now than prewar, while practically everything
else has increased.

, -

Finally, it should be remembered that many factors,
not presently perceptible, can enter the economic picture
as the year progresses. Not the least of these are politi¬
cal- influences, both national and international.

JOHN A. HARTFORD

President, Great Atlantic & Pacific Tea Company

America's farms and factories will produce as much
food in 1949 as they did during the record production
year of 1948, and consumers will probably pay less for it.
Food prices reached their peak in July and have de¬

clined steadily since then. In the* case
of our own prices, for example, con¬
servative estimates indicate that but¬
ter is down an average of 24% from
the year's high, meat and eggs are
down 17%, cheese 13%, flour 15%,
lard 29%, oleomargarine 15%, soaps

16%, and produce 10%. I think they
will stay down and may go even low¬
er, provided labor and transportation
costs, which constitute a large part
of the retail price of food, do not get
out of hand. ; '

Two major deflationary factors in
the food price picture are continued
high production and "soft" markets
and fewer consumer food dollars and

greater competition for them.
Producers and distributors must i- '

recognize that once again we have entered a period when
the purse as well as the appetite will determine what
food, and how much of it., people will buy. More and more
consumer dollars are going into payments for houses,
automobiles, ^television sets and other things in short
supply, and fewer dollars are available for food.
This means that 1949 will see keener competition for

the consumer's food dollar. The entire food industry is
going to place greater emphasis upon reducing costs
through greater efficiency, and profits will be cut all
along the line.
A realistic approach to the food price situation calls

for recognition of the following facts: • ^ ,

People are eating 12% more food than they did in pre¬
war years.

People are eating more of the higher-priced food items
th^n they did in prewar years, particularly in the

:•.' case of the lower income groups. National meat con-
sumption, for instance, is up an average of 15 to 20

-^pounds peV person over prewar levels.
* Food retailing is the most efficient form of retailing.

Today out of each consumer dollar spent for food, an
> average of only 15 cents is required to cover all the

■ retailer's expenses, including his small profit. This
compares with an average of 25 cents out of each

;. food dollar that went for such expenses 15 years ago.
Food retailers' profit rate is the lowest of any retail¬
ers', ranging from 1 to 4 cents on each dollar of sales,
and is already being reduced. A & P's profit rate of
about 1.5 cents per dollar of sales last year, for in¬
stance, is substantially lower this year.

Keener competition will not only bring prices down,
but will improve quality and service as well. , '

Everybody in the food field is going to have to spend
more time, effort and money finding out what the con¬
sumer wants and giving it to her. Our own company, for
instance, ran an advertisement in about 2,000 papers this
year asking customers to write us their suggestions. The
thousands of answers that came in were very helpful and
have given us a blueprint for our activities-during the
coming year. We are striving to give-our customers the
things they asked for. But if . we and other retailers are
to keep our operations geared to consumer preferences,
our customers must continue to let us know their wishes.
To give customers the type of service they want, re¬

tailers must attract and hold competent employees. Some
idea of the cost of this phase of a retailer's operations
may be gathered from the experience of our own com¬

pany this year. Wage increases totaled $20,000,000, and
our payroll is up $160,000,000 since 1941. The estimated
annual cost of our company-financed retirement plan is
$8,000,000. We consider this all money well invested.
I expect to see a general steeping up of food advertis¬

ing of various types during 1949. r . ;■■■." .■

Our own advertising budget has reached the highest
point in the company's history, with ads regularly sched¬
uled in more than 2,000 newspapers. These ads are tak¬
ing a new trend, for we feel that consumers are no longer
satisfied with only the traditional listing of food prices.
They have learned that lower prices are no bargain when
the quality of the food is inferior. For this reason, we
think they want food ads to teirthem something about
the product so that they can compare quality as well
as price.

, Just as the job of pleasing and serving the consumer
is most important to us, it is also one to which farmers
must give the greatest attention. Unless they do so, they
are not going to be able to maintain sound markets for
farm products. While we all want lower food prices, this
nation cannot afford to achieve them by bankrupting
agriculture.
Produce prices are down more than 10%. Consumption

of fresh fruits and vegetables has already fallen off 5%
and in some commodities and regions farm prices are

getting perilously close to the cost of production. The

. -■ '.wi *' -m y *

problem is increased by the fact that acreage restrictiohs
on support-price commodities are causing increased pro¬
duction of non-support truck crops—perhaps more than
the market can absorb.
The situation calls for teamwork on the part of pro¬

ducers, distributors and official agricultural agencies to
reduce waste, improve grading and packing practices,
and so streamline distribution as to narrow the spread
between farm and retail prices.
Inventories are in the best physical condition in the

history of the industry, with slow-moving items whichr
bogged ,distributors down after the war now eliminated.
More important still, the improved supply situation,

efficient procurement and distribution methods have en-
1

abled distributors to reduce the ratio of inventory to
sales each year.

On the credit side of the ledger I put the great ad¬
vances made by the industry on the technological front,
such as the work done by agriculture to breed superior

Tk products to consumers' specifications; improved canning
and processing techniques that are providing constantly
better quality food at lower costs; improved quick-
freezing methods, offering'farmers another market for
their produce, and promising the fishing industry ex-

- panded inland markets for seafood. I want to call par¬
ticular attention to the extensive experiments in pre¬

packaging of meats and vegetables.
I think that 1949 is going to see tremendous progress

in all these fields that make for improved quality and
service and reduced costs. They should benefit consu¬

mers, producers and distributors alike.
The end of 1948 finds the entire food industry, from

farmer to retailer, generally in good shape. It is solvent,
its plant is in good condition and is rapidly being further
improved. Its products are better than ever and it has
proven its ability to turn them out and distribute them in
great quantities. Its efficiency is at the highest point in
its history. In no other country in the history of the
world has this achievement ever been matched.
But inflationary forces are threatening reduced mar¬

kets for food products. This is the challenge that the
industry must meet in 1949.

W. S. HIATT

President, Citizens National Bank, Meridian, Miss.

I see no let up for business in the next six months at
least. There are several lines that have caught up-and
changed over to the buyers' market and others will do
that this spring.
In this trade territory retail sales

have been good and the demand
seems to continue, but I believe some
of the inventories are high, particu¬
larly furniture and some of ' the
'household appliances/ Lumber is
one of our leading industries and in
the past two months there has been
a decline, both in demand and price.
Much of this is believed to be

seasonal, as a large amount of con¬
struction is planned for 1949.
The Southland Mississippi in par¬

ticular, has made rapid strides. In
the Meridian trade territory alone
there is more than $20,000,000 in new
industrial construction plans. In

addition, there are more dwellings
now under construction than at any / v .

time since the end of the war. A few of the new houses
have not sold so readily and now some of our GI-
constructed houses are beginning to change hands.

Labor, particularly in the building trade, is high and
limits itself as to the amount that"will be done in a day.

. For instance, brick masons will lay only a; certain num-
^ ber iof brick^no matter how much help*, is Jurnisheid
XifherrixXThere are many people who would iike: to build,
but;-with labor and materials so high; they are hot

■V doing jt.:^'; X.;. fkr S •■X
? In our particular situation, that is banking, we made
Xa little more money in 1948 than in 1947,: but we do not
X expect 1949 to be quite as good. We are having increased
demand for loans, but are following a conservative pol-

x icy arid discouraging over-expansion, both in production
; facilities and for the purpose of carrying inventories.
Our Personal Loan Department has had unusual de¬

mands, bqt monthly payments are holding up well. The
total.of. our Savings Department has substantially in¬
creased over a year ago and we are selling approximately
as many government bonds as we are cashing. A great
number of people in this territory, including farmers,
are still holding government bonds. :

We feel that 1949 will be a good year from the
farmer's point of view, particularly if no changesrare
made, in parity prices. We expect more meat .to be bro-
duced and probably a further decline in livestock priced.

.. » Much depends on what Congress Joes—whether or not
the Taft-Hartley bill is weakened—whether or not taxes
are increased or the budget balanced by reduced
spending. . . < /. ;

r; .. The average businessman in Mississippi has fears
about the present National Administration and particur
larly dislikes the idea of gradually,destroying the rights
of the States to govern themselves;.:' The Civil Rights
program and FEPC are looked upon as only, insincere
attempts to get votes in the North, and can only create
distressing situations in the South. •

, Federal aid for > education is not favored as Federal
.

. aid usually carries Federal control or direction. . k
•••< » ^ (Continued on page'50) ' .

W. S. Hiatt
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natural state may be -imported
only for domestic account. -Under
Section 54.32 gold in -afty ^brm
may be imported only for-^fin¬
ing and reexportation;' "WdffiHn
its natural state imported into the
United States for refining and re¬
exportation is not refinedAby ithe
United States but must be refined
fcly private refineries.

'

There are those who -have
shown considerable excitement
over the discovery of pro¬
visions or loopholes in the:Treas-
airy's Gold Regulations. ;^Fhey
seem to think that - the "Sfta^hasbeen found to establish a fiee}gold
market alongside the ^Tr^asury's

i price of $35 per fine ounce./On
1 ~Nov. 29, 1948, Bache & Co. of New
York announced that v they were

• ''in a position to sell natural gold
1 in 100 ounce lots, for prompt de¬
livery or on contracts for future

t delivery. The gold," they stated,
""will be packed in containers
sealed by a responsible assayer,

; whose assay and weight certifi¬
cates will accompany deliveries
of the gold. The price quoted
will: be in dollars per troy ounce
of material delivered. . . . .:

"Gold contracts for future de¬
livery may be purchased on mar¬

gin. . . . The Treasury's buying
price for fine gold is $35 per
ounce. The Treasury's buying
price (less refining charges, etc.)
is a guaranty of the basis at which
contracts for natural gold could
be resold."3 Prices are reported to
foe $38.50 to $39.50 per ounce
<.850 fine, basis for quotation).
Before Bache & Co. organized

its market, some solicitations of
bids for gold in its natural state
had been made in one or more of
the Western States.
Just what is to be gained by

purchasing this gold in its natu¬
ral state at a price above $35 is
not clean The Treasury surely
could put an end to such a market
at any time it chooses simply by
revising its Regulations. It seems
reasonable to suppose that this
would be done should such a mar¬
ket become important. It is not
clear why the Treasury' should
permit even a small market'' of
this sort since, apparently, "buyers
can gain nothing and may in the
end be compelled to disgorge their

'

gold at the Treasury's, price, thus
suffering a loss. \
This sort of "open market" for

gold solves no basic problems in
• respect to gold and our system of
irredeemable paper money. Fur-

; thermore, it i would not "seem to
be in harmony with the; spirit7 of
the'GoldReserveActbf'19|34xiarid
of our ' agreement with the Inter¬
national Monetary Fund?/*

- The Campaign for , a Free Gold
"•' -v v;/ ? " ",l :l: • Market ./r.;* •>;'i

• ■ The gold producers'Jiave'^or¬
ganized, and are still organizing,
a campaign in ' behalf of a free
market for. gold under our irre¬
deemable paper money system, a
higher price for gold, and a sub¬
sidy for gold producers. " The net¬
work of this organization reaches

4

from the Pacific Coast to the At¬
lantic and even .into ...England,
Canada, and South Africa. ; -, Of
course it reaches into Congress/A
reasonably good picture of the ac¬
tivities of these gold mine and
related interests is provided iby

. the various issues of the . "Cali¬
fornia Mining Journal" (1802 West
Cliff Drive, Santa Cruz, ^Califor¬
nia), for example the issues of
November and December,. 1948,
and that of January,: 1949;' " The
program of, and the addresses at,
the 1948 Metal ) Mining Conven¬
tion, Western Division, the Ameri¬
can Mining Congress, San Fran¬
cisco, Sept. 20-23, 1948, are also
revealing.
It ,is' very important <vthat the

"3 Gold versus Uncertainty .(Bache &
Co., New York, 1948), pp. 1-2.).

agitation of this gold bloc and
other confused agitators for a free
gold market under our system of
irredeemable money not be per¬

mitted to succeed.
* The people of this country have
been fortunate thus far in the
-fact that Secretary Snyder of the
Treasury has repeatedly stated
that the Treasury has no inten¬
tion of advocating or supporting

any move to raise the price of

gold. The question arises as to
whether Congress will uphold the
hands of Secretary Snyder in re¬

spect to this matter.
Members of the gold bloc would

serve both their country and them¬
selves best by urging a resump¬

tion of gold payments at $35 per
fine ounce. A free gold market
tinder these conditions should be

of inestimable value to both our

people and ptlwr peoples of the
world. ,\

The w&rning of Howard Buffett
needs to be understood and heeded
by the people of this country.
Said he: "The American heritage
of an honest money redeemable
in gold was not given to this gen¬

eration to squander. It was en¬

trusted to our hands as custodians.

Unless restored, we shall be re¬

corded by history as faithless both
to our ancestors and our posterity.
For the blessings of this land
of liberty, and its unparalleled

achievements, are intimately con¬

nected with the right of the indi¬
vidual freely to obtain gold in

exchange for the fruits of his

labors."4

- 4 "Our Irredeemable Paper Money,"
Human Events (Washington, D. C., July
28, 1948). " •' *'•:

. ' 1 ' v .•

McCook, Welter Willi
Hallowed Sulzberger

1

PHILADELPHIA, PA. — Rob¬
ert McCook and John F. Weller
will join the * staff of Hallowell,
Sulzberger & Co., Broad and
Chestnut Streets, members of the
New York and Philadelphia Stock
Exchanges, as of Jan. 31. Mr. Mc¬
Cook was formerly with the trad¬
ing department of Buckley Secu¬
rities Corporation in the New York

office, Mr. Weller in Philadelphia.

Now Richard E. Kohn Co.
NEWARK, N. J.—The firm name

of Augenblick & Kohn, 31 Clinton

Street, members of the New York

Stock Exchange, has been changed
to Richard E. Kohn & Co. effec¬

tive Jan. 20. ;, > <; >' /1" -

! ?
< i

Bonner & Gregory
To Admit Partners
Bonner & Gregory, 30 Pirs*

Street, New York City, members
of the New York Stock Exchange*
will admit John G. Regan, Ex¬
change member, to general part¬
nership and Elizabeth M. Gregor/
to limited partnership on Feb. !.
On Jan. 31 Philip Gossler, Jr.,will
retire from the firm.

Mr. Regan was a partner in Re¬
gan & Moore, which is being dis¬
solved as of Jan. 31.

EL A. Viner to Admit \

Edward A. Viner & Co., 11 Wall
Street, New York City, members
of the New York Stock Exchange*
will admit William J. Wobbekihi
and Phillip Goos to partnership
FebJi.V'U\v ■ }•' " '■ - 'I -

pharmaceutical division

Crystalline Penicillin G

Tablets Buffered Penicillin

Penicillin Troches

Soluble Tablets Penicillin

Procaine Penicillin G

Bacitracin

Bacitracin Ointment

Kwell* Ointment

Choline Bicarbonate

industrial division •

. \ •...

Alcohol—pure and denatured

Acetone

Alkaterge-C

2-Amino-2-methyl-l-propanol

Amyl Acetate

Butanol

Butyl Acetate

Butyl Lactate •
. / ;

Butyl Stearafe\

Dibutyl Phthalate ;

Diethyl Maleate
,

Dimethylamine .,.

Dry Ice , v // ./ v./-.

Ethyl Acetate -y''■■■:~\

/ Ethyl Formate
*

Formaldehyde

Isopropylamine

Methanol

Nitroparaffins

Quakersol

Makers of over 200 products, CSC has been a

pacemaker in biologic and synthetic production
V'- ' \ ' '■" :
for many years. Its variety of interests and diver-

sity of products are the logical and inevitable
;:-;r

result of continuous research and expansion.
agricultural division

Ljs^ecj here ar\ principal products made by CSC.

Shellacol*

/ Tributyl Phosphate -

1 Trimethylamine

Anhydrous Ammonia

Choline Chloride

Distillers' Dried Grains V

Benzene Hexachloride

Riboflavin Feed Supplements

specialties division

NOR'WAY* Anti-Freeze

NORWAY Anti-Rust

NORWAY Cleaner

NORWAY Quick Flush

NORWAY Stop Leak

NORWAY DRY-EX*

NORWAY Parts Cleaner \
PEAK* Anti-Freeze "V

t \ Quixol*
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4 Dan W. Hogan. Sr.

Business and
(Continued from page 48)
DAN W. HOGAN

President, City National plank jjnd Trust Company,
Oklahoma City

Oklahoma is in the center of a group of several States
called The Great Southwest. For the last two years, Ok¬
lahoma, the second wheat producing State in the Union,
has prqduced annually over one hundred million bushels

of wheat of the, highest protein
quality. '7/7.7,'■■ 7-7.?
The Southwest specializes in live-

stock and agricultural products, grid
is especially noted for its.rn.apy herds
of purebred cattle. These activities

■

haye been brought about, in a meas-
. ure, throughi the efforts of the 4-H
Clubs and the Future Farmers of
America whose members have taken
far more prizes at live stock shows
than members of any other State.
With, the prevailing high prices

for livestock and agricultural prod¬
ucts, the Southwest has been greatly
benefitted, and during my 50 years
in active business, I have never
seen this section in as strong a finan¬
cial position as it is in today. For

some time, prices have been leveling off on farm and
ranch output, and home builders are fast catching up
with the demand for homes. In the Sunday "Oklahoman"
of Dec. 19, a big headline, "For Rent Signs Out; Children
Welcome" indicates a return to normal conditions.
Income returns from our customers are showing an all-

time high for 1948 which will no doubt develop a demand
for cash when income taxes are payable. ' >•
A state-wide organization in Oklahoma is spending a

lot of time working with members of the State Legisla¬
ture which convenes early in 1949 in working out, non¬
partisan legislation. This work is ably supported by
Governor Roy J. Turner, owner of the finest Hereford
herd in Oklahoma. ' ;

New oil fields are being opened in Oklahoma, and the
$1 an acrejrent on tjie millions of unexplored acres under
lease is very helpful to farm owners.

Taking the general outlook into .cohsideration in the
Southwest, it would appear that we, have an abundance
of everything we need which, with God's help, we, in a

measure, have produced and for'which we are truly
thankful. We hope and pray at this Christmas time for
a continuation of our free enterprise system which has
made our abundance possible. Surely, surely, our Con*
gressional leaders will have, the,-courage "and foresight
to pilot the Ship of State Z^aMy through the breakers
which beset it. '■'■'}J;v t. ; 7:

W. T. HOLLIDAY
■v... ■ ' ■.

President, The Standard Oil Company (Ohio)

In-the closing months of 1948 the petroleum industry
had succeeded, for the present, in Closing. the gap be¬
tween petroleum product supply and demand which- had
existed since the end of the war. ^ ; -

This accomplishment, one of the first
for a major industry, was achieved
as a result of the aggressive expan¬
sion program of the past three years
which required unprecedented capi¬
tal expenditures for new facilities
as well as replacement and improve¬
ment of old facilities. There was

very little slackening in the contin¬
ued growth in demand for most pe¬
troleum products.
Although this first objective has

apparently been reached the indus¬
try cannot relax in its efforts. The
requirements of our economy for. inr-
creased volumes of petroleum, prod¬
ucts and the strategic importance of
our underground reserves, transpor¬
tation facilities and refineries provide a two-fold stimu¬
lus for a continuation of the industry's growth. The
availability of this energy source has been a major factor
in establishing our high standard of living and our lead¬
ing position among the industrial nations of the world.
To maintain this position will require greater efforts in
the search for crude oil reserves and more efficient use
of our present production through further improvement
in refinery technique. '

With a more adequate inventory position and new fa¬
cilities for transportation and refining in operation, the
industry enters 1949 with no near term -shortages in
prospect for any of its principal products. Crude oil pro¬
duction, stimulated in 1948 by the greatest drilling activ¬
ity in the history of the industry, and supplemented by
increased imports from abroad has reached approximate
balance with demand. As the consumption of petroleum
products continues to increase, it seems probable that
more imports from foreign sources will be necessary but
at the same time continued development of domestic
reserves and search for new reserves in the Western
Hemisphere are essential. The recent discoveries in Can¬
ada and the new pools found in this country by explor¬
ation efforts of the past year are of favorable signifi¬
cance.

The industry's principal requirements in 1949 will be a
continuation of those twin essentials of 1948, steel and
capital. The first of these, steel, will probably still be
short, especially so if the government's defense program
results in further specific allocations of the output of. the

John Holmes

W. T. Holliday

steelmills. The petroleum industry must obtain sufficient
supplies to permit a continuation of its drilling program
and also to complete the transportation and refining fa¬
cilities which as yet provide little if any margin of pro¬
tection oyer current demands. : , • ' ; '

Capital requirements will be drawn again in large part
from the internally generated funds of the industry sup¬
plemented in part by outside funds, principally in the
form of loans. New equity capital ip the amounts, needed
by the industry is not generally available in the open
market and must be provided from reinvestrneht of a;

. large part of the industry's earnings in order to maintain
the fundamental strength pf its capital position. With the
costs pf replacements and of expanded facilities so great¬
ly in excess of prewar levels it is important that the
industry should not be subjected to ill-conceived new
tax burdens which would impair its ability! tocontinye,
its accomplishments of the past three years, which are
of such importance to the future of our economy.

. JOHN HOLMES ;' S
i;;:' President, Swift & Company

The forecast of the U. S. Department of Agriculture
for meat production in 1949 is that it will be about the
same as in 1948. An increase in pork is expected, which
will just about offset an expected decrease in other meats.
Record feed crops in 1948 and the •.

present favorable ."livestock - feed
price relationship shoiild result in
increased livestock production. How¬
ever, the time lag from breeding to
slaughter runs about a year for a

hog and almost three years for a
steer, so it should be clear that the
supply of meat is not going to be
^greatly increased in the next 12
months. Another factor to be con¬

sidered is that the producer must
have* confidence in the future and
bet fairly sure that there'is a pos¬
sibility of a. profit before he .will
increase his Herds and flocks.
The outlook 4or production of

other commodities: Vr "■/.hi
Fats and Oils—Moderate increase over 1948

'

Milk—Slight increase
Butter—Some increase ♦*"** J

....
... Eggs—i\b©ut,ifhe same : .

v " Chickw«s=^^stenfiai increase
_r Turkeys—Substantial increase

'

} The year ahead may, wfell bring new problems to test
the stamina of*American business. In our own industry-
pBedictidns; are alwaysTperilous, but we have confidence
that free Americans will meet^the challenges, Whatever
"they may be. -«r

■ REAGAN HOUSTON

President, The Alamo National Bank of San Antonio

I think that what we need the most in our section of
Texas in 1949 is peace, plus some rain.
At a local sales conference held the last days in De¬

cember, I notice that they use as their slogan: "Hard
Times are not coming—it's the Easy Times that are
going!" That describes my feeling briefly and better
than I could say it myself.
It would be hard to make any definite prediction until

we know more about the program and policies of the
new National Administration in Washington.

\ GUY A. HUGUELET

President, Southeastern Greyhound Lines

The outlook in 1949 for the passenger motor carrier
industry in the • Southeast is spotty, but on the whole
the industry should have a good year as compared with
prewar standards. The number of passengers handled
will be less but the average fare per

passenger mile will be higher. This
should hold gross revenues pretty
close to what they were in 1948, but
substantially lower than in the war
years. It is expected that travel to
Florida will drop off in volume as

compared with recent previous years.
Because there is less money to be
spent for travel there will be a drop¬
off in vacation or pleasure travel.
More automobiles will contribute to
this situation. Offsetting this will
be a substantial amount of travel in
the Southeast as the result of the
rearmament program and the re¬

activating of various military estab¬
lishments.
Net income after taxes for the in¬

dustry will be substantially lower. Every item qf cost
affecting the industry is showing very substantial in¬
creases. > This .is particularly true of fuel, parts and
material. Labor cost, now almost double what it was
compared with prewar, will continue to increase. The
productivity of the average worker should improve. The
industry in the Southeast, which for many years had
the lowest average fare per passenger mile, has been
able to obtain some rate relief during the past year.
This will be reflected largely in 1949.
The industry has acquired a large number of new

buses and is gradually retiring old and obsolete equip¬
ment. This should provide greatly improved service;
and as old and obsolete equipment is retired, lower

Guy A. Huguelet

Roy A. Hunt

maintenance cost should be reflected. 7 7..v.
7 77 The five-day works-week now prevalent has tendered
to stimulate week-rend travel. As general employment
levels off, commuter travel will decrease.

Some of the smaller bus lines, which over-extended
their routes during the war years, will, experience se¬
rious difficulties. Bus travel will continue to be pri¬
marily short-haul. While bus fares are still too low in
some localities, there is a limit to which the general
level can he raised. Already over-burdened With taxa¬
tion, it is reasoqable to assume that taxes will become
more burdensome since all. units of government are
constantly looking, for new sources of revenue.

. ROY A. HUNT ^ "
President, Aluminum Company of America

Continuing strong,! demand for aluminum and its prod-
lie^, plus a .combination of conditions which prevent
adequate increases in production; ^provoked a tight sup-
ply-and-'demahd situation^,: in, the aluminum industry
that persisted throughout 1948. It is
probable that demand will continue .

to exceed supply for the early part
of 1949 as well. . j 7 7 ' 7 ;
Droughts throughput many areas

of North America, cpupfed with un-
precedented industrial and domestic

.' requirements for electric power since .

the end of World, War II, "Have
hampered the aluminum industry
for many months, as large amounts
of steady electricity are required for
aluminum production., ' 7 ,

Military requirements for the Air
Force programs and other defense
applications will have, an' increas¬
ingly substantial effect on the supply
of aluminum for civilian use, as
security needs must necessarily be ' \^7 ' 7 '

• given' priority.;77.77-::77;77.r7:'v .77;;,.7 ^7,7-'77/77-f, "* v.;"' 777
Serious low Twater! conditions in Canadian hydroelec¬

tric reservoirs' .mean, that considerably less aluminum
for imports into; the United States will be available,
.especially duringcthe;;early part of 1949. ,7 7"

Another factor, limiting aluminum supply in 1949 is
that Alcoa's smelting works at Niagara Falls, N'. Y., will
be permanently; closed in February. This will reduce
the company's\smeltihg capacity by approximately 40
million pouridS*a year. 7 7 ■ •

To counter "the effect of production losses from the
above causes; "Alcoa some months ago began erection
of a smelting plant, on the Gulf Coast at Point Comfort,
Texas, which will' use natural gas to generate the re¬
quired electricity for aluminum production. This works
should be in operation early in 1950. This natural-gas
power plant will mark the first extenSiye " peacetime
use by Alcoa of electricity generated by other means
than water-power to produce aluminum, except fpr a
•brief period in the earliest days of the industry. ; .

Aluminum in 1948 retained its position as the leading
nonferrous metal of industry from the standpoint of
volume produced. On the basis of preliminary figures
for the first ten months of 1948, as furnished by The
Aluminum Association, it is probable that production
of primary (new) aluminum by the whole U. S. industry
will be approximately 1,245,000,000 pounds for the full

"'■year. . '"7 7.777:]7y: ;77 ,::V7 ;. : 7 7'7,7'..;:-!.,7-,-;- ;7:;
The distribution of Alcoa aluminum products by in¬

dustries during 1948 has continued to parallel recerit
trends. Alcoa shipments to various industries during the
year are estimated to be as follows: Building products,
18%; transportation, 13%;.cooking utensils, 9%; machin¬
ery (electrical and general), 4%; household appliances,
9%; power transmission,. 6%; shipments to fab.Lators
for further processing, 25%; all other uses, 16%. •

Although the excess of demand over supply in alum¬
inum during 1948 prevented the development of new
aluminum applications to the extent that might other¬
wise have been the case, a number of important ad¬
vances were made in the technical fields for future
development.' • 77;:,>^,.:;7v; r,;;77

, The first experimental field-welded aluminum pipe
lines for carrying crude oil were laid in Arkansas and
Louisiana, v v--,-..7■..-:;;,,7.-77-77,. 7'7:'•", -7

Forgings of Alcoa's super-strength "75S" alloy, con¬
siderably larger than previously possible, can now be
produced for, the aircraft industry. • 7
Alcoa's research-io^housing program was advanced

during the year by erection of an experimental home
nearNew Kensingtoq, Pa., which will give the company's
development experts an opportunity to check on thje
performance in actual use, of more than 60 aluminuip
building products. V- 77s. :;7-
Alclad aluminum beer barrels, welded by the "inert

gas shielded arc" process, now offer the brewing indusr-
try even greater protection for its product. The new
barrels have a high purity aluminum liner over a base
layer of strong aluminum alloy. >

Two new chemical brightening treatments for use

with aluminum .were developed this year. . They are
particularly suitable | where buffing or electropolishing
are not practicable. , 7 7 ; 7 : . ; , / .. /
An important development for the future in the build¬

ing products, field was the introduction by Alcoa of a
standard range of sizes and patterns in exterior wall
castings. Such panels are . considerably, lower in .prie.e
than many comparable conventional wall finishes. . .:;

During 1948 Alcoa virtually finished its new; sjreet
and plate rolling mill at Davenport, Iowa. It will go

(Continued op page 52)
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Holds No Further Restrictive Credit Measures <
•l' ' ' . 3 ' 1 ' ' ' ■ ■ g V '

Required
< S. Sloan Colt tells Bankers Trust Co. shareholders conditions point
to end of inflation. Looks for further decline in demand for busi¬
ness loans. Bank's capital, surplus and undivided profits aggregate

$164,879,000 at end of 1948.
In his Annual Report to the Stockholders, dated Jan. 18, S. Sloan

Colt, President of the Bankers Trust Company of New York, expressed
tne view that because of downward turn in prices, inflation may have
run its course and further curbs on credit expansion are unnecessary.

S. Sloan Colt

Commenting
on this topic,
Mr. Colt
stated:

''There are

many indica¬
tions that in¬
flation m a y
have run its

course.

Wholesale
prices have
turned down¬

ward- in re¬
cent months
and are now

lowe r than

they were last
January. \ The ? . v—v -

principal declines have occurred
in agricultural prices, but increas¬
ing numbers of manufactured
goods .are becoming /ample in
supply'and are -shifting ufrom
sellers"/to* buyers'« markets. " A
few corrimodities are' still' scarce
and show firm or rising prices.
./."Perhaps the greatest check on

inflation has come from the tre¬
mendous volume of production
during the past three years. Fur¬
thermore, prices * have largely
caught up with the money supply,
which expanded so rapidly dur-.
ing the war, and monetary factors
no longer exercise a. strong up^
ward pressure on prices.; i The
money supply • declined in 1948
and is now only slightly greater
than it was at the end of 1948, in
spite of the expansion in bank
loans during the past two 'years.
;« "The budget surplus and the
firmer money policy of the mone¬
tary authorities have helped to
restrain credit expansion. An¬
other factor, and one that is per¬
haps even more important, how¬
ever,; has been the caution and
feif-restraint exercised by bank¬
ers in .• making loans, and by
businessmen in seeking loans. In
1348, the increase in the volume
of business loans of weekly re¬

porting member banks was only
30% of the growth in 1947.- >If

commodity prices experience a

further decline, and as the expan¬
sion programs of industry ap¬
proach completion, industrial and
commercial loans may show some
reduction in 1949.

"Current developments indicate
that further restrictive credit
measures may be unnecessary.
Considerable caution has arisen

among both borrowers and lend¬
ers, and these self-imposed re¬

straints need no implementation.

Commenting on Bankers Trus'
Company operations during 1948
Mr. Colt noted, that/'throughcu
1948, applications for loans con¬

tinued at a high leVel, 'and our
published statements, show that
we have employed a large part of
our funds in meeting the credit
needs of our customers, although
the aggregate of $571,153,000 in
Loans, and Bills Discounted at, the
year-end was about 8% upder- the
Dec. 31, 1947, figured The ratio
of risk assets to deposits,has Fe-.
mained fairly constant;-.while the
ratio of capital funds to risk assets
lias.been.increased// *, / ... p.

"As production^ overtakes de¬
mand in more and more lines,' we
are using the greatest care in
screening all loan applications
We are also conscious of; tbemeed
•for a high degree .flexibility in
managing our loaju account under
present/ conditions and we.».are

giving this problem.our continu¬
ing attention. Reflecting;/the
general increase in^interest'fates

during the year, our average re¬
turn of 2.05% on loans in 1948
compares with 1.90% in 1947 and

1.-37% in 1946."

The bank's gross operating in¬
come totaled roughly $30,219,000,
Md-tmh was aoproximatelv $1,421,-
000 in excess of the previous year.

Operating expenses including
taxes aggregated $20,977,848,. an
increase of $1,179,518, leaving net-
operating earnings of $9,241,503, a
gain of $421,865. At the end of
the year the capital, surplus arjd
undivided profits were approxi*

mately $164,879,000. . -

expenditures. Furthermore, in¬
creased armament 4 expenditures
and a higher proportion of ship¬
ments in the form of machinery
and industrial goods ' under the
European Recovery Program—ra¬
ther than of agricultural products
—should bolster the capital goods
industries, according to the survey.
"Under such conditions, em¬

ployment and consumer purchas¬
ing power could remain at high
levels. If these conditions are

coupled with reduced food prices
and some reduction in prices of
other goods, particularly those
where the middleman's profit has

been abnormally large because of
shortages, the consumer's dollar
could purchase a greater amounf
of goods, and the resultant de¬
mand could conceivably be an im¬
portant prop to a relatively high
level of business activity," the
study stated. A definitely bright
spot in the economic picture, it
said, is the sound condition of
credit, since "generally speaking
businessmen have acted with cau¬

tion, and have not loaded them¬
selves up with inventory, nor gone
in the banks for credit to build up
a speculative inventory position."

Notwithstanding the "prospect

of a general decline of corporate
earnings,'/ securities are "reason¬
ably priced in relation to book
values of their assets—which in¬
cidentally are largely valued in
1939 dollars," the review stated.
Moreover, the stock market has
"exhibited caution and foresight—
possibly to an exaggerated de¬
gree—in appraising current earn¬
ings." - In view of these considera¬

tions, the survey concluded, "it
cannot be said to be in a vulner¬
able position. As a matter of fact
the market appears prepared for
almost every contingency except
good news." - 1 '

Foresees Recession Threat in Lower Profit

Margin
*

Survey of investment firm of Calvin Bullock points to rigid and
; ... rising costs under reduced output as detriment to profits, but holds v

lowering of prices will give impetus to consumer purchasing. Cites
sound credit conditions and reasonably priced securities as main¬

taining level of business.
j Despite the fact that commodity prices apparently have passed
the peak and the further fact that problems to be faced by business
in 1949 likely will be more on the deflationary side than on the infla¬
tionary. the "principal danger is a recession not in general business
blit; of the profit margin," accord-3>
iiing to a survey contained in
/Perspective," monthly publica¬
tion of the investment firm of
Calvin Bullock.

| Business activity itself as meas¬

ured by physical volume - may
show , a moderate decline, yet
should remain at relatively high
levels, the analysis said. But "with
rigid and rising - costs, even a
slight decline in price or volume
could have a substantial effect on
profit margins, particularly in the
.early stages of readjustment." The
analysis continued, adding that
'"such a condition would, however,
be spotty rather than general
since some industries have al¬

ready made their adjustments-to
'normal' and some others will un¬

questionably continue to. show

high earnings during 1949.":' •- < •/".
The inflexible and rising costs

include, the study said, probable
higher corporate income taxes
which under existing conditions
"cannot be passed on but must be
absorbed to the detriment of prof¬
its;" increased freight rates; and
possible boosts in wages and other
labor costs such as payments $b,
union welfare funds.

On the other hand, the outlook
for the physical volume of busi¬
ness, especially for production of
capital goods, is encouraging, the
survey stated. A major sustaining
influence on industrial voluhlC/it
pointed out, should be provided
by continued high activity - in
public utility construction "' and

residential building— the latter

probably with the assistance of

government subsidy—and by" a
substantial increase in municipal

When you're in the spotlight and

you're judged by your hospitality,

there is only one choice...

fv.; •

A Schenley Mark of Merit Whiskey

Rare Blended Whiskey 86 Proof. 62V4% Grain Neutral Spirits. Copr. 1948, Schenley Distillers Corporation, N.Y.C*
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. (Continued from page 50) ;V
into extensive operation when sufficient metal becomes
available. Also completed during the year was the new
Alcoa die-casting plant at Chicago, 111.. This works will
.serve the Midwest market more efficiently than was
X>ossible previously when all Alcoa die-casting facilities
Vere in the East. Li/-•■.'L

'■■■■■V r:- B. G. HUNTINGTON
President, The Huntington National Bank

of Columbus, Ohio

That recently there has been a
down-trend in the price structure, and
that production has caught up with
demand in many commodities, are
accepted facts. They would seem
to indicate a more moderate tempo
■of industrial effort in 1949. ,

High inventories and prices still
point to demand for short money,
and a possible further rise in in¬
terest rates. After all, we. had
liquidation and falling and low in¬
terest rates for almost two decades;
it would not be surprising should
the country be embarked on a period
of some years' of uphill achieve¬
ment, and more active use of our
great wealth. v ;

B. G. Huntington

Lester Hutchings

LESTER HUTCHINGS

Chairman of the Board, Western Auto Supply Company

Any approach to future business predictions must be
made with a great deal o.f caution for obvious reasons.

We believe lhat it may be possible for sales in 1949 to
equal sales in 1948 but a lot more "selling" and "service"

must be done.
In most instances merchandise

supply is now equal to or exceeds de¬
mand. However, there is and will
continue to be great demand for mer¬
chandise since available manpower

is employed at a high rate of wages.
The farmers are in the best position
they have been in for years and are
still producing and selling their prod¬
ucts at profitable figures, and there
is considerable demand for products
to be exported to foreign countries.
We expect to have a somewhat

tighter situation with respect to
prices,. _

• Operating costs are higher and wage
and salary rates will no doubt con¬
tinue at a higher level. Therefore, it

does not seem probable that we may expect to make as
-l much money in 1949 as will be shown in our statements
in 1948. Gross profit on the sale of merchandise will be
somewhat narrowed. The customer will demand and get
better service. To offset these two adverse factors re¬

lating to profits, we may be able to increase production
/ per person and sales per person, and create a more effi¬
cient supervisory force, but at the best such savings will

] 3iot, in my opinion, enable us to equal last year's good
! results. However, we do expect good earnings in 1949.

| As I said at the beginning, forecasting is a dangerous
i business even when approached cautiously and carefully.
However, we must of necessity do some forecasting in
order to do business. The above remarks set forth my

| best persona] opinions as of this date. During the next
• [ 90 days conditions may change enough so that all of my
! opinions may be changed about considerably.

EDWARD F. HUTTON
,

i Special Partner, E. F. Hutton & Company

T At large, and with a few exceptions, the men of man-
; agement want some one else to do their most important
1 job—that of selling all American people on the great
| .spiritual and material values of our economic system.
• They feel that others of less interest

I should do this for them. They want
\ "something for nothing."
1 How can we, the people, recapture

] the freedoms already lost and pro-
: tect those that are now in danger?
I The press and magazines could be
j of greater assistance in setting forth
>? the value of liberty than many of

| them are now doing;— the "man
J on the street" should be told what
• a socialized state would do to him,

:■ and not for him. The press should
• make a sincere effort to deal dynam¬
ically with this public question,
'and not treat it as an academic edi¬
torial item. ' '

The people whose money - is in a
business should demand of manage- ■. •;

ment that public questions be made a part of managerial
,'! activity. . ;■,
I. Question of Liberty

Among the many questions facing us today respecting
liberty, all can be reduced to simple terms.. Every single
one of them is a public, and not a political question.
If management remains silent and waits for somebody
■else to defend liberty and freedom, then all will "be; lost.'
Management could concern itself with advertising that

Edward F. Hutton

would reach all people in words that would bounce along
the sidewalk and into themind of every man and woman
in this •! nation. Management could do it so quickly
tnat a complete change of opinion could be achieved in
a very short space of time. • Who is using the radio
every hour of the day and night to sell merchandise,
goods and services? Who is using television? Who is
using the pages of every newspaper in the land and the
pages of every magazine that carry advertising? Man¬
agement! ■ 'j-L ''.V.. j.,-'.:- - *'
<h. Management could be in touch with every adult in
this land. It could be done immediately. Why is it not
doing it? Obviously it is waiting for "others of less in¬
terest" to do it. Meanwhile the majority of the- people
of this nation who have their savings in all kinds of
American businesses wait for their elected officers, the
custodians and protectors of their savings, to do some¬
thing, So we witness the minority, who are vociferous,
getting ready to take control. '
The responsibility of management in respect to the

savings me peopie, as partners in our free enterprise
system, will be destroyed unless this trend toward a
socialized state is checked. The press will also' lose its
freedom—then advertising stops. Advertising is the life-
blood of the press and magazines. So they, too, should
tell the people the truth. Or must the socialized time¬
table, go full-steam ahead before we arouse ourselves?
Are we to justify the contempt expressed about us

by the fuzzy-brain intelligentsia—that it will "be com¬

paratively easy to dynamite the industrial system," as
was said by Rexford Guy Tugwell?—which means the
concepts of our bill of rights now face this time-table
of dictatorship. t< .

HERBERT D. IVEY #
President, Citizens National Trust & Savings Bank

of Los Angeles^

The year 1948 has been a prosperous one for the
nation, for California and for this Southern section of
the State, and with continued determination and zeal
we most certainly will not go unrewarded for our en¬
ergies in 1949. ' >

It's true our economy is under¬
going a change. It has been "ad¬
justing" for the past year or two.
But sellers' markets may become
buyers', markets in many lines next
year.-.. Business and industry will
have to do a selling job. Competi¬
tion will increase. In other words,
1949/will mark thev beginning of a
return to normalcy. .

- Here in/Southern California we

have built a solid*' foundation^ We
have the advantage of' iavdrable
weather, a growing population and
expanding markets for our products.
And we have an advantage over

some 'other sections of the country
in that many of our adjustments are

already behind us.

Take the motion picture industry, for example. Faced
with the problem of restricted foreign markets, a high-
cost inventory, and expensive operations, the industry
went vigorously to work cutting costs and the next year
should show decided improvements. Already employ¬
ment in the industry has increased.
Agriculture? Gross farm income in California was

off moderately this year but still was above $2,200,900,-
000, or more than three times the 1939-40 level. In 1947
it began rounding off, whereas farm income in the na¬
tion continued sharply higher. Thus we are a year ahead
in farm adjustment. Prices lor fruits, our principal
crops in this area, have declined about 12% this year.
But in 1949 they should hold rather steady. Of benefit
will be the recently announced citrus fruit export pro¬
gram through the ERP.
Our very important apparel industry, too, has been

undergoing adjustment for the past two years and is
already operating "normally." Current buying in this
$275,000,000 a year Southern California industry is re¬
ported as cautious but production is more than double
prewar and is expected to continue at this rate next year.
Backlogs of the $150,000,000 furniture and bedding in¬

dustry are catching up but those in the business look for
a pickup in January. Here, too, it will be a matter of
doing a good selling job.
However, for three major Southern California indus¬

tries—oil refining, auto assembly and tire manufacturing
—1949 should prove a year of continued high dollar
volume. Aircraft production, it is anticipated, will re¬
main on an even keel as will the steel and metal fabri¬

cating industries. , ,

Oil refineries can be expected to expand their pro¬
duction rate, already at record levels, in order to meet
an anticipated 6% increase in demand. This year's out¬
put was at a rate 7% above 1947, except during the
strike period. ■ r' ..v.-...;.;(v /■. v- -v;
Auto manufacturers look forward to production equal

to or more than their 1948 output of 5,259,000 units—
and the important auto assembly and tire industries
here will undoubtedly participate in this high rate.
Local airframe manufacturers have backlogs of orders
which will keep them at present production levels until
1950—while all steel and many metal fabricating con¬

cerns will continue to operate at capacity or near-capa¬

city levels.

..Construction? Building permit valuations were on
the upgrade again in the last two months of this year,5
which portends a continued high level of building in

H. D. Ivey

August Ihlefeld

1949. Such valuations, for the 11 months, were in ex¬
cess of $300,000,000. this year in Southern California as
against $204,891,733 in prewar 1939.
It should be noted in passing that personal income

in Los Angeles County aggregated about $7,700,000,00©
in 1948—and although this record rate is in the process
of leveling off, it is more than 2V2 times the 1939 fig¬
ure on a per capita basis.
Wages and salaries total about 65% of all personal

income in this area. This, in itself, should help sustain
retail sales to a considerable extent. , y

From the foregoing it appears that this area during
1949 should continue its progress, subject to the re¬
adjustments still to be made. -Wo must be more alert
than ever before to meet next year's challenge. ,

AUGUST IHLEFELD
President, Savings Banks Trust Company, New York City

Mutuai savings banks are not sacrificing quality in
order to secure higher yields on their portfolios. This
has been demonstrated by the investment policies pur¬
sued +he savings banks during the past year.
A larger volume of new higher-

yielding real estate mortgages and
corporate bonds was created and of¬
fered to institutional investors in
1948 than in any preceding year. The
opportunity was thus provided to
secure higher yields by shifting from
Government obligations into mort¬
gages and corporate bonds on a large
scale.

But mutual savings banks have
recognized that such shifts may in¬
volve a considerable decrease in the

average quality of their investment
portfolios. To avoid this, they have *
shifted out of Governments only to
a small extent, and on a very selec¬
tive basis.

Mortgage loans held by mutual
savings canks were increased more than $600,000,000
during the year, or by better than 12%. Corporate and
miscellaneous bond holdings were expanded by approx¬
imately $500,000,000.
Most of the funds for the acquisition of these high-

quality mortgages and corporate bonds came from gains
in deposits and surplus achieved during the ye.-r. The
savings banking system gained around $600,000,000 in
deposits during 1948. and about $100,000,000 in surplus
funds. Sales of Government securities occurred on only
avlimited scale, so that at the present time Government
security holdings still constitute almost 65% of deposits-
Inclusive of cash, non-risk assets equal about 70% of
deposits for the system.
Mutual savings banks look upon their Government

securities as an asset of exceptionally high quality and
liquidity. Shifts from Government obligations into other
types of assets are being made, therefore, only . where
they are satisfied that the alternative assets acquired in¬
volve only nominal risk, and where yield differentials
are ample to justify assumption of even such a slight
degree of risk. ^;i-^"*■
There is no reason to expect a change in basic invest¬

ment portfolio policies of mutual savings banks in 1949.
They will continue to be alert to increase the average

yield realized for depositors, but this end will not be
sought at the cost of any material decrease in the over¬
all quality or liquidity of portfolios.

GEORGE C. JOHNSON
■ < 1 , .

President, The Dime Savings Bank of Brooklyn «

For the seventh consecutive year, deposits in this coun¬

try's mutual savings banks again reached a new all-time
high in 1948, although the rate of gain was reduced over
that for previous years. The end of 1948 will see well
over $18,300,000,000 on deposit in
our nation's mutual savings banks,
reflecting an average monthly gain
of over $40,000,000.
In New York State, the increase

for the year is expected to reach
nearly $500,000,000, accounting for
most of the gain for the entire coun¬
try, and bringing the total entrusted
to the savings banks of this state by
over ;7,200,000 depositors' to about
$10,300,000,000—well over one-half
of the nation's mutual savings bank
deposits. •

Since wage increases and gains in
other segments of the national in¬
come have boosted personal incomes
10% above a year ago, and since
there are indications that the infla¬
tion spiral is* tapering off, it is my opinion that we
may expect a continued increase in deposits in 1949 at
a modest rate. . ?'
The only item entering into the building of homes for

which there is no substitute is mortgage money. Real es¬
tate financing in the country continued at a record high,
mortgage loans in mutual savings banks rising steadily
throughout the year to reach a new peak of $5,500,000,000
at the end of November. Private construction in the
country for the first 43 weeks of 1948 totaled over $2,-
700,000,000, or 5% above the cumulative total of a year
ago. \. / ,r

During 1948 the mutual sayings banks of New Yoxdc
(Continued on page 54) ?

George C. Johnson
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Dr. Paul Einzig

to

Truman's New Deal
By PAUL EINZIG

Dr. Einzig reports President Truman's message to Congress was
"

hailed as great triumph by British Socialists, but was received with
mixed feelings by Conservatives. Says it may result in British Con-

! sernatives reconsidering before next general election their opposi-
1 tion to controls.

LONDON, ENGLAND—Although it was generally expected on
this side that the November election results in the United States
would give rise to a trend towards New Deal, the extent of that trend
disclosed by President Truman's message to Congress on Jan. 5 came
as a surprise.
The announce¬

ment of the

series of more

or less radical
measures he

*

proposes to
adopt has been

. received with

.mixed feel¬
ings in British ;

*

political and,'
/ business. .. cir-...
■» eles. ;•> -T ;;

Cons erva- 1

fives in Brit-:
v ain are disap-.
pointed by the

, ,iii]tended ;-de- r. , ..... ., .

„ Ibamire of the United States from
what

, has come to be known here
as "the American way of life,"—
that is, free - private enterprise
stimulated by profit motive and
hampered as little as possible by
government interference/ Hitherto
hopes were entertained that the
example of the high standard of.
living prevailing in the United
States would sooner or later induce
the majority of British electorate
to turn away from Socialism. It
now seems that, following on the
verdict, of the American electo¬
rate, the United States will adopt
a fairly high degree of Socialism,
more or less on the lines of the
new British way of life under So¬
cialist regime., Indeed, it is point¬
ed out, the only essential dif¬
ference between Mr. Truman's
program and the British Socialist
program lies in the absence of
nationalization in the former. If
Mr. Truman's social security
measures, minimum wages, na¬
tional health service, price fixing,
various controls, etc., are adopted
the British Conservatives will no
"longer be in a position to quote
the example of American pros¬
perity in support of their advo¬
cacy of unfettered free enterprise.
Indeed it seems to British ob¬

servers that in a sense Mr. Tru¬
man intends to go even further
than the British Socialist Govern¬
ment. The latter is, in fact, en¬
gaged in a policy of de-control on
a large scale. One control after
another is removed, not because
they are no longer necessary but
because the government wants to
counter to some extent Conserva¬
tive anti-control agitation before
the coming general election. It
will be considered as a curious

anomaly if the United States were
to put on new controls at the time
when Britain is relaxing them."> „

„sAll Conservatives do not share
tjp.wever, the gloomy view taken
pf Mr. Truman's program. Many
bf them take a view that the adop-

of a certain degree of New

.would be advantageous in
that it would mitigate or remove

altogether the dangers of a cat-

.astrbphic slump. Economic trends
V in the United States have long
been followed with concern from

." this side. ; The idea that, owing to
, : the high degree of control in
Britain this country us now iso¬

lated from world trends has long
* Abeen-abandoned, and it is now all

u-;but universally realized that a de-

^ressionC iri; Vthe >; 'United vStates

i^would inevitably react on the
British'economic, situation. More-

*>. over,"it is hoped .in many British

quarters that Mr;-Truman's anti-

inflationary measures would have
a favorable effect on the world
trend of raw material prices, ano
would therefore affect favorably
Britain's terms of trade and

through it the British balance, of
payments. *

Among British Socialists Mr.
Truman's radical program is
hailed as a great triumph. Apart
altogether from the economic
considerations referred to above,
the trend toward New Deal is
welcomed for the same political
reasons for which Conservatives
are dismayed by it. Beyond doubt
it will strengthen the chances of
the Labor Party to return with a

majority from next year's election
if the government can claim that,
so far from having reluctantly
adopted the American way of life
it has converted the United
States Administration to the Brit¬
ish Socialist way of life. Imita¬
tion being the highest form of
flattery, this will be claimed to be
a high tribute to the success of
Socialist policies.

Conceivably Mr. Truman's pol¬
icy may induce British Conserva- ;
tives to reconsider their policy in
time before the general election.
The Conservative Party may aban¬
don its uncompromising opposition
to controls and may elaborate a

progressive program in accordance
with the insistent demand of the
Left wing of the Party, which has
long come to the conclusion that
the idea of economic planning is
now popular with the British pub¬
lic and that no political party that
is rigidly opposed to it stands any
chances of success.

Moreover, many Conservatives
feel that Mr. Truman's conces¬

sions, together with their reaction
in Britain and Continental Europe,
may go a long way toward dis¬
arming Communist propaganda, in
that New Deal provides a non-
Communist alternative to unfet¬
tered private enterprise. ' y\

Profits of Steel Companies Seen Exaggerated
Ralph Coughenour Jones says in "The Journal of Accountancy" if
adjustments to compensate for inflation effects are allowed for in
statements of nine leading companies, the amount of profits for the
1S40-1947 period would be billion dollars less than total reported.
Net 1940-47 income of nine steel companies doing 80% of the

country's steel business would be more than a billion dollars less
than the reported amount if the figures were adjusted to compen¬
sate for the effects of inflation, according to an analysis by Ralph
Coughenour Jones, certified publics
accountant and member of the for purchasing - power changes,
economics faculty of Yale Univer¬
sity, writing in the January issue
of "The Journal of Accountancy,"
just published.
The adjusted figure of net in¬

come for the nine companies com¬

puted by Professor Jones for the

eight-year period is $457 million
in 1935-39 dollars, as compared
with reported income of $1,638
million in current dollars. On this
basis, the author finds that, in¬
stead of having " substantial re¬

tained earnings, the companies ac¬

tually paid dividends out ,, of
capital. > :

"The statements which are, not
adjusted for purchasing - power
changes," Mr. Jones writes, "show
$687 million, or 38.5% of income
retained as additional - capital.
This tends to support the gener¬
ally accepted view that when
prices are rising business firms
have to retain a substantial por¬
tion of their profits to finance the
replacement of inventories and

plant at higher costs. The state¬
ments which have been adjusted

however, show not only that no
income whatever was retained but
also that some $285 million in ex¬

cess of income was paid out
The explanation is quite simple.
What the companies retained was

bigger figures on their books and
nothing else. The profits could not
be distributed because they really
weren't there." ■'

, The, author computes earning
rates of the nine companies in
1947 as 1.63% in terms of real in¬

come, instead of 8.7% as" reported,
and says: •„ .7„ Mt

"If, on the basis of generous es¬

timates of real income, the steel
industry cannot earn even 2% on

invested capital in a 'boom' year
with high output such as 1947,
some widely prevalent ideas about
prices, profits, an$ taxes, are go¬
ing to be dramatically changed
either through reason and under¬
standing or from economic shock.
The fear of profits is widespread,
but which is the greater danger
today, excessive profits or inade¬
quate profits?

""Inadequate real profits will
neither supply nor attract the cap¬
ital needed for new tools with
which steel can be produced more

efficiently. It is a serious ques¬
tion for employees and their rep¬
resentatives as well as for man¬

agement. If wages increases anil
excess profits taxes 'come out cf.
profits' now, will the employees i a
10 years be working for an un¬

profitable, undercapitalized, and
inefficient industry? Or a nation¬
alized industry?"

H. E. Herrman & Co.
To Be Formed in N. Y. C.
H. E. Herrman & Co., members

of the New York Stock Exchange,
will be formed on Jan. 27 with
offices at 120 Broadway, New
York City. Partners will be Her¬
bert E. Herrman and Joseph T.
Murray, general . partners, and
Joseph Field, limited partner. Mr.
Murray, who will be the Exchange
member, will acquire the mem¬

bership of Austin Brown.

Whitney & Elwell to Admit
BOSTON, MASS.—Whitney &

Elwell, 30 State Street, members
of the New York and Boston Stock

Exchanges, will admit Wallace E.
Miller and Leo E. Quinn to part¬
nership. Mr. Quinn has been with
the firm for some time.

Interest in the firm of Ernest H.
Freeman, who died on Jan. 6,
ceased as of that date.

, .

Re-elects Atkinson
SAN FRANCISCO, CAL.—The

San'Francisco Stock Exchange an¬
nounced that at the annual meet¬

ing held Douglas G. Atkinson of
Dean Witter & Co. was re-elected
as Chairman of the Board of Gov¬
ernors. John P. Symes of Henry
F. Swift & Co. was elected as a

new member of the Board for a

term of two years. Howard J.
Greene of Sutro & Co. was re¬

elected to the Board for two years.

Elected to the Nominating Com¬
mittee to serve for the current

year were: Earl T. Parrish, Chair¬

man; Mark C. Elworthy, Elwin E.

Purrington, John C. Traylor and
Robert H. Willard.

Dean Witter & Co. Will
Admit Two Partners
SAN FRANCISCO, CAL.—Dean

Witter & Co., 45 Montgomery
Street, members of the New York

Stock Exchange and other lead¬

ing exchanges, will admit Town-
ley W. Bale and Dean Witter, Jr.,
to partnership on Feb. 1. Mr. Bale
is manager of the firm's Seattle

office.

v-MVv **r"+ y -

THIS BOOK

MAY HELP

YOU!
Jc

The Story of Long Island s

Research Laboratories
Today Long Island is an important center of our nation's research

activities. Throughout its length and breadth scientists are busily
engaged in studying everything from atoms to zoological problems.

We have just completed the publication of a new book telling what
a number of business and governmental .agencies are accomplishing
along research lines and will be glad to mail you a copy without
cost or obligation.

You may find that Long Island is well worth considering as a loca-
. A' -

* - "• * T r •• ' \
tion for your research activities, or for your business itself.

SEND FOR YOUR FREE COPY TODAY

ADDRESS: BUSINESS DEVELOPMENT DEP'T

LONG ISLAND LIGHTING COMPANY
MINEOLA, N. Y. ;
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Business and
(Continued from page 52)

State made an outstanding contribution to the construc¬
tion of new homes and other types of real property by
investing about $635,000,000 in mortgages. This figure
was substantially over the amount of $500,000,000 loaned
in 1947. Of the 1948 total, approximately $100,000,000
was loaned to veterans under the Li Bill of Rights.
Although there is some indication of buyers' resistance

to the present level of real estate prices, and although
there are evidences of greater selectivity by home buy¬
ers, new residential construction still moves rapidly.
Purchasers are taking more and more interest in loca¬
tion, price, construction and design.
All in all,-real estate prices or property values appear

to be in no danger of an immediate serious decline.
The level of money rates depends partly upon govern¬

ment policies,.and upon business demands for expansion.
Federal corporate taxes either on income or excess prof¬
its may cut down the volume of funds that corporations
have available for reinvestment, and will probably force
corporations to limit their expansion programs.' It is too
early to tell just what governmental policy will be, and
so definite predictions cannot be made as to the future
of money, rates. ' 4-4 • ....' ;. '■ . 77 • ;

However, it is not anticipated that there will be any
substantial increases in the rate of interest on long-term
investments, although the spread between the yield on
long-term government obligations and the rate on high
grade corporate bonds will probably widen somewhat.
Thus, the likelihood of any substantial increase in sav¬
ings bank earnings is not great. However, it is gratify¬
ing to note that during 1948 several additional savings
banks found it possible to increase their dividend rate
to 2%.

GALE F. JOHNSTON

President, Mercantile-Commerce Bank & Trust Company,
4 .,v,.St. Louis, Mo.
It became apparent during the last quarter that 1948

will likely be known as the year "in which the conver¬
sion from a sellers' to a buyers' market was practically
completed, steel and high-grade lumber being the main

exceptions.- For some buyers it
meant lower prices. For a number of
sellers it meant adjustments and the
rueful realization that their economic
hayride has ended.
This change-over will be brought

home to more and more companies
during 1949. For management, it will
mean harder-work'solving the prob¬
lems piresepted by a'buyers' market.
With buyers \more .demanding and
selective and the public more criti¬
calJ management will be under pres-.
sure to feditce prices and to improve

*

further on quality. It will be a good
time to place on the market more

■ -of the products resulting from war-
; time research. ,; ■■■'/ .
- / I believe the opportunities in 1949
are food. People are continuing' to;

exercise the habits of thrift..which were so important
during- the war years and which now constitute/one 1
of the bulwarks against a serious setback.*: In our bank
we sold more U. S. Savings bonds in 1948 than in 1947 "
and more Series "E" bonds than during any previous
year. Our savings deposits held up remarkably well.
During. 1949 we shall continue to promote thrift.

ADRIAN D. JOYCE

Chairman of the Bdatd/The G lid den Company

In the diversified industries in which our company is
interested, 1948 recorded an all-time high level of in¬
dustrial activity. The results were reflected not only in
the inflation of the price level but in the greatly in¬
creased output of the commodities
produced. There is no doubt that
much of this industrial activity was

brought about through governmental
expenditures for aid to Europe, but
it is an outstanding truth that the
world war had created a scarcity of
all essential materials so that with
the increased needs and increasing
population, it created a seller's mar¬
ket which is continuing up to'.1 this
date. There is no doubt that in the

year 1949 there is still a great un¬
satisfied demand for manufactured
products.
If inflation can be controlled and

return to more normal conditions
brought about, it will make secure
the commercial life of our country.
Personally, I do not believe that the results of the last
election will have any serious effect upon the business
of the country. Every thinking person knows that gov¬
ernment expenditures and government aid to foreign
countries cannot be continued unless business is per¬

mitted to function properly and to make a profit. It is
out of profits that taxes come.
It behooves every businessman to carefully study his

organization and do everything possible to increase the
efficiency of the personnel" and to control expenses. It
will be necessary to develop better selling techniques
when we get into a buyer's market. There is no doubt
that many lines are already beginning to realize that
backlogs are exhausted and that it is necessary to put

forth renewed effort to keep factories functioning atr. ficulty. is increased by-the fact'that current conditions
capacity. This is really a good thing for industry as a A are in some ways.unprecedented and that so much de^
whole for it is a bad thing for sales organizations to pends on the policies to be pursued by the Federal Gov-
become atrophied through disuse. " I do not believe that; f- ernment. Expenditures for national defense and.financial
if inflation continues and the value of the dollar rde-x?. assistance to foreigri countries seem practically, sure to 5,
predates, that the unit volume of business will be quite, .7 continue at high levels.-'Some lines of governmental pol-
as large in 1949 as in 1948, but I do believe that with vicy, however, are still rather uncertain, such as inflation
proper and careful management good business will pre- control,, labor-management relations, taxation, and man-
vail and good profits be realized. 7777.../ I7-/^474447 agement of the national debt. '7 • .: 4/7' ;44

JACK KAPP

President, Decca Records, Inc.

Business was good in 1948, not as good as 1947, either
in sales or profits, but still good. ; . •>

Some of the decline might be attributed to the ban
on recordings which was in effect 11V2 months of the
year — we won't know exactly how
much until 1949, when recordings of
new current tunes will again be avail¬
able. One thing is certain, that the
recording industry and the music in¬
dustry are interdependent,, that few:
songs have the opportunity of reach¬
ing hit proportions without records,
and it is possible that many excellent
songs may have been withheld from:,
recording, awaiting the lifting of the
ban. We shall soon see.

There is great interest in the rec¬
ord business. It is the source of
wholesome entertainment in mil¬
lions of homes and the number of
phonographs is increasing yearly.
I think it is safe to say that records
provide greater pleasure and more 7,4.4fl/;;;,.;,.7:47.4444
enduring benefits than many more costly types of en- 4
tertainment. ■' 7-7 . ■ >4■ ;■ - 7-.A::-'.44474K7::-
We expect business to be good in 1949. 4 * , 7 .' - ,7

1 FRANK F. KOLBE
President, The United Electric Coal Companies v 7

Newspapers and coal trade journals lately have pub-4v
lished information indicating a considerable falling off 4'
of demand and production of bituminous coal. Several
things have contributed to this.

Weather conditions, which have
certainly been ah.normalg^ye':f^ajl
their effect. 7

: for coal so

!' extremely ligh£/4an^^
1
were loaded upTwatfit^oal at '.the- be-
f ginning of the winterburning season.
Oil is plentiful;4nd/'gas lines' have

> increased their 7cab|i«rfe,: which ha£

Jack Kapp

Gale F. Johnston

Frank F. Kolbe

ncta lui 1x1 uxx ixxexx icquiiemeixis

'for coal,

7, In spite of these adverse factors,
it: coal production has continued at a

very high rate and while I do-not
expect 1949 to equal 1948 in produc-

The manner in which these problems are treated
go far toward determining economic trends during the
coming year. If critical developments in international
relations can be avoided and if our domestic affairs are
administered with a view to the promotion of the na¬
tional welfare as a whole, with adequate recognition of
the needs of a free economy, governmental influence can
be a stabilizing rather than an unsettling fcrce in the
present situation and can help lay the groundwork for
a prosperous future.' ' 4^; - *',5 --4' I;1^ .4 r':' " •' '/

4-t7;As far as the banking situation is concerned, what is
j: primarily required for economic stability' is conserva-
4 tism in the extension of credit, not broad and indiscrimi¬
nate restrictions that affect all types of credit alike. The

• .' nation's bankers recognize this need arid'are conducting
4 their affairs accordingly. Our banking system faces the;

new year in a strong position to meet legitimate credit"
; requirements while at the same time making its contri-

';:.7 butioir to a sound hnd stable ■ business: situation. 4/• 441

,'4. *V. ' JAMES S. KNOWLSON ''

;444/4'4 President and Chairman of the Board, : \
Stewart-Warned Corporation

Attempts to appraise the prospects for 1949 must be
,>4 classified as pure speculation. Never, in peacetime, have

there been so many.imponderables or such need fob
hedging prophecy with "if." 7" '.• .4// 74/; 4.447 f.:'

; ;• '/ ' 'The President's message, plus"sub¬
sequent actions of Congress, may-
well be the /. fulcrum on which the
economic welfare of the nation will
see-saw in'1949. Labor legislation,
tax legislation, indusrial controls,
housing and other matters can be
forces to tilt the country's economy;

up or down. !' -77 7 4 - .77 ; ■
Volumes already have been spoken

about the filling pipelines of indus¬
try. Almost daily items lor domestic
use are added to the list of things
for which' supply has overtaken
demand. -There are many indications
that the reported present 1 ill in busi-;
ness is something more than seasonal-
Increased government spending for
aeiense or- for external aid may, to

" ' '

-off. 4-
increases

Whether

the effect would be to maintain the inflationary spiral
or increase the slump-in business is anyone's guess. 7
It is always well to remember, however, that "the last

price increase? is definitely deflationary. For, as an
ever increasing number of customers is priced out of
the market, an ever increasing number of men is put

James S. Knowlson

v-.i?-',4-^on or sales, it is my belief that? out of jobs and the downward course is thereby accei-
the coal business will continue to be good. An estimateV- erated^c^^/^L^^
of 7% less sales for 1949 than for 1948 would4ppear>4 v:Tt is a matter of great encouragement that in spite
about right. 777/,.' 4 4' what appears to be a continuing and continuous effort
Mines that camq into productioiT-dtirihgVpax$t of some to .embitter the relationship betweeh

demand for coal with ho preparation facilities and with" men and management that, by and large, good industrial
little or no investment will be the first to discontinue V relations prevail. That this is so is a tribute to American
operations. Producers in low-grade coals and /thbsew good .sense, to -management's over-all policies,; and tc*.
high-cost operations 'will 'no ; doubt: 'feeL/thS^effe^t^bf^Z/ouLnatiOnal sense of fair pjay. 7 '7 7;4 ' > 4444
this 7% lower demand.- . 7 7 74474 ;.4 ... . / Government, labor and industry must, in 1949, main-
Continued efforts by Bituminous Coal Research, Inc. tain closest liaison. Industry must continue to provide

and other agencies finding new uses for bituminous; 4 jobs, wages and goods. , Labor must maintain produc-
coal will continue to be of benefit to the industry as-vJivity which will permit pricing that will assure assimi-
a whole. : 7. * . «. 7- : . 7' lation of output. Government must protect industry and
I look forward to 1949 as a year when more intensive labor alike from restrictive—or even punitive—legisla-

sales effort and a satisfactory product will be necessary tion prejudicial to maintenance of jobs, markets , and

Adrian D. Joyce

for continued success and profits to the stockholders in
the coal industry. , 7 7;7/ .7-,'. 47- .

WILLIAM L. KLEITZ

President, Guaranty Trust Company of New York

7 American business has rounded out another year of
large production, high income, virtually full employ¬
ment, and superabundant demand. The inflationary ten¬
dencies that were prevalent during most of 1948 have
shown some signs of tapering off in
the last few months. Wholesale prices
and the cost of living have declined,
and trade reports suggesting an ap¬

proach toward balance between sup¬

ply and demand in individual indus¬
tries have aopeared with increasing
frequency. The amount of bank de¬
posits and currency in circulation
registered little net change during
the year. •
The crucial question that faces in¬

dustry and finance as we enter 1949
is whether the trend toward greater
stability * will continue and, if so,
whether it will;develop enough im¬
petus to overbalance the economy on
the side of recession and unemploy¬
ment. The opposng forces that are
at work in the present situation make the outlook in
this respeci unusually difficult to appraise, and the dif-

Wiltiam L. Kleitz

opportunity. Any other course can shatter our pattern
of prosperity. '7\'7-'",rVv 7 ..'"04* .

4//-44 O. J LACY r
President, California-Western States Life Insurance Co.

1

'To begin with, I believe we should realize that in
practically all lines of merchandising, we have moveel
into a distinct buyers' market/ There was an estimated
downward trend of 8.2% in 1948 sales as compared
with 1947, covering ordinary, indus¬
trial and group life insurance com- 4 .

bined, for the industry as a whole.
I feel that with curtailments in other
lines

. there - will naturally be a
further lowering of sales of life in-

. surance in 1949. The decrease need
not be large and, in fact, in some/
areas and agencies sales will actu-

- ally be up. ' ' ;
•

7 During the past year a very defi¬
nite stronger 7 interest-yield 7 trendJ
has asserted itself and it is fair to
assume that this trend will continue
upward in 1949. * \
V Banks which have-been financing
long-term loans are currently being
called upon for increased shnrf-term
loans to finance industry.. Again, as .

in-former years, We insurance cornoa^os will be called
• (Continued on page 56) >

O. J. -Lacy
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The Stillborn Depression
(Continued from first page)

about its timely end. But strong
as they were, they could barely
stop the rise in prices. They could
not halt the expansion in output
and employment. All they accom¬

plished was to reduce the tempo
of the inflationary process. (This
is what Professor Slichter, as du
example, considers the proof that
the inflation has spent its power,

having reached the high plateau
of the economic fairy tales.)

: The confusion of an unprece¬
dented prosperity punctured by
minor, reversals and generating
the fear of serious reversals, has
affected professional economists
and officials as well. Two years

ago, the Bureau of Agricultural
Economics solemnly predicted a

recession by the end of 1947. Now,
the Department of Commerce in¬
timates "a leveling off on the
present plateau'—the lovely pic¬
ture of unabated high employ¬
ment, all-round high incomes, and
no major rise or fall of prices.
Which is just about the happy
middle road between the preya-
lent forecasts for * 1949, varying
fr'dm the thinnirig-out expectation
of some additional mild inflation,
to the overwhelmingly accepted
prediction of a moderate down¬
turn.

The confusion is reflected in

top-level "planning" against both
inflation and deflation, such as

by the President's Council of Eco¬
nomic Advisers that has swal¬
lowed the philosophy of a per

manently successful Managed So¬
ciety. r (Vociferous policy-blue¬
printing by the CIO as well as the
glittery platitudes poured out by
the Committee for Economic De¬

velopment, belong in the same

chapter.) The intellectual confu
sion mirrors the instability of ;

prosperity founded on such un¬

sound grounds as war prepara¬
tions, international bankruptcies
domestic bond and price supports
inflated monetary volumes, ham¬
strung international trade and ex¬

change, and other artificialities
Indeed, it would not take much to
reverse the cycle—it would mere/
ly take a return to the natural
unmanaged course of things.^/:.
..But eyen ; under .• present arti¬
ficial conditions," weaknesses have
shown upTn the bolstered edifice
of this fantastic boom. They be¬
came apparent, especially, in the
last two - months. In consumer

goods, from textiles and shoes to
household appliances, furniture
and used cars, prices have been
or are softening. The silly talk of
a -year or two ago about a buyers
strike has dried up; more is being,
said now about consumers' '. dis¬
crimination. Some gray markets
fade out even in paper and metals,
and the prices of a few raw ma¬

terials-like rubber and lumber
have given way. •. ' JWN- V'V
v <vV.v-' •: i.' V

.

a, .;"
"One cause of;the weakness tha

has shown up along several lines
of business is a little crack in the
monetary . foundations of pros¬
perity. The active money volume
-teash in circulation plus adjusted
net demand deposits—has been
contracted by the Treasury's $8.4
billion surplus and the debt re¬

demption in fiscal 1948. This con¬

traction has been partly offset by
frfesh credit expansion and by
gold influx (we again absorb
more than the world's annual gold
production), but it still leaves the
volume of money some $2 billion
below where it was a year ago.

Now, a reduction of the money
volume by 2% or so is not a grave
matter in itself, especially not
when savings deposits keep ' in¬
creasing (by $55 000,000 in No¬
vember alone) and are being used
more and more as circulating
media. However, when the con¬
traction of the active purchasing
power coincides, as it did last
year, with a 10% growth of the

gross national product (total sup¬
plies), then, of course, something
like a deflationary pressure re¬
sults. That is exactly what hap¬
pened. If continued, pressure even
at such a modest annual rate soon

would bust the boom.
But who expects a continuation

of budgetary surpluses which
could be uged for debt redemp¬
tion, so as to "disinf late" the coun¬

try? Certainly, no major surplus is
likely to arise in the current fiscal
year/and less so in the next. That
ause of a recession will not be
operative from here on. Actually,
.the Federal budget may be in the
red pretty soon again, providing a
new and powerful ■ inflationary
impetus. •/* . •

Another of this past year's "ad¬
verse" factors was the bounty of
nature: a 7 billion bushel total of
ill kinds of grains, coincident with
better than average ' crops in
Europe • and elsewh'ere. Farm
product prices should have come
down in a near-catastrophic fash¬
ion; they fell by about 30%. That
alone should have broken the
boom's back. The fact that it
scarcely made a dent in the pros¬
perity of the farmers—whose cash
income has actually risen, and
whose liquid reserves are 600%
of the prewar amounts—goes to
show the inherent magnitude of
the inflation. So does the further
fact that wages are rising while
the cost of . living index is "slip¬
ping." -. : ; /
In any case, the decline of farm

commodities has pretty much
reached the bottom, thanks to the
support policy, the "continuation
of which has been solemnly
promised by Mr. Truman and
practically all candidates in the
last elections. /i,
The some $4 billion decline of

the U. S. export surplus, as against
1947,- due to rising imports and
receding exports, was a third "de¬
pressing" element in ' the past
year's picture, aggravated by pro¬
longed coastal strikes. But ex¬

ports'must be close to rock bot¬
tom. 'Marshall Plan shipments are

likely .to be accelerated—prob¬
ably enhanced by lend-leasing of
armaments—and funds spent else-
where are,to bounce hack iri the
form .of ^dem&nd r for,• American

gOOdS;/"Vvv'^'': ' ^ "-v';
Prospects "of further rising im¬

ports are not too rosy. In spite of
recoyery in some areas (in In¬
donesia, for one, if the Dutch suc¬

ceed in pacifying their, colonial
empire) the outer* world's export¬
able production; ;dpesi riot; promise
to make a greaLdeaLe^^p^ogi^es^
in the near future.

Incidentally, the flow of Amer¬
ican tourist dollars has greatly in¬
creased in 1948, and all indica¬
tions are that it will grow fur¬
ther, benefitting Europe and the
rest of the world whose capacity
to buy the products of. this coun¬

try will be strengthened" accord¬
ingly. -/ y.;
Furthermore, the boom of 1948

suffered from the "threat of Credit
controls, and the fear of rising in¬
terest rates. The threat has ma¬

terialized, but in such amild fash¬
ion as to be virtually ineffective.
As to interest rates, Truman's
election dispelled the prospect, if
there was any, of withdrawing the
support for government bonds or
of lowering the support; level.
Lately, the Secretary of the Treas¬
ury went so far as to deny that
the bond support policy has any
responsibility for the current
credit expansion, or for the price
inflation. . • / < / "-\v , •• v
Throughout most of the past

year, and especially during the
summer, acute war fears, in con¬
junction with the Berlin crisis
generated misgivings which .did
not fail to have depressive effects,
on the stock market in particular.
Now, for the time being, war fears-

(Continued on page 57)

:Looks for Gradual Recovery of Slock Prices
H. Hentz & Co., members of New York Stock Exchange and other
leading exchanges, in "Annual Review and Forecasts" hold willing¬
ness of public to invest will become more marked as year progresses.
The year 1949 will be a "very good year for business," althoughit will doubtless fail to match 1948 in a number of respects, H. Hentz

& Co., New York Stock Exchange member firm, states in its "Annual
Review and Forecast," just released.
As far as the stock market is€>

concerned, the firm adds that "if
the overall business picture un¬
folds according to expectations, it
would then seem that securities
are irvuch undervalued and a

marked recovery in stock prices
should follow."
The report looks for more wil¬

lingness on the part of individuals
to invest in 1949, stating:

"During the past several years
many/investors have been quite
willing to permit large amouhts
of capital to remain idle and un¬

productive rather than accept
what

. they regarded as serious
threats to' that capital stemming
from - business uncertainties. A
more stable economic situation
would ease, and perhaps eliminate,
many of these fears. Sooner or

later the average individual must
put his capital to work, because
he requires income, and in our

opinion the willingness to invest
will become more marked as the
year progresses."
However, the forecast stresses

that "such a change in sentiment

is likely to be rather gradual and
since a measure of uncertainty
with respect to both the domestic
and the foreign situation will per¬
sist, it would obviously be unre¬
alistic to expect the stock market
to show sustained uninterrupted
strength during the year. Rather
we believe that in the period
ahead the market (in much the
same way as business) will make
a further adjustment to the: facts
of the present situation on an

industry-by-industry basis, with
some stock groups faring excep¬
tionally well and others doing no
better than fluctuating narrowly."
The firm bases its forecast for

1949 business on its belief that this
year will be characterized by
(a) a more widespread but or¬

derly adjustment by industry to
the transition from a seller's to a

buyer's market;
(b) a somewhat lower but never¬

theless high level of business ac¬

tivity;
(c) generally good corporate

earnings although these might av¬
erage 20 to 30% less than last year;•

(d) well maintained dividends,
and

j's(e) a comparatively high level
of employment and consumer in¬
come.

James R. Stamps With
Courts & Co., Atlanta

(Special to The Financial Chronicle)

ATLANTA, GA. — James R.
Stamps has become associated with

James R. Stamps

Courts & Co., 11 Marietta Street,
N. W., members of the New York
Stock Exchange. Mr. Stamps was
formerly in charge of the trading
department with the Commerce
Union Bank of Nashville.

Pre-Assembled Homes

There is virtually no industry where P&H products, in
one way or another, are not helping to speed produc¬
tion and cut final costs.

Perhaps you know them for the part P&H Excavators
play in construction work, or for the building of low
cost roads with P<XH Single Pass Stabilizers. Maybe it's
for the fabrication of metals with P&H Welding Equip¬
ment. Speedier %4thru-the-air" handling of materials
with P<5rH Overhead Cranes and Hoists. Or for the love¬

ly P<SH Homes that have brought cheerful living and
ended the housing shortage for so many families.
Each P&H product makes an important contribution to

our American way of life—by creating, or helping oth¬
ers create—more goods for more people at lower cost.

P&H Milwaukee 14, Wisconsin
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Business and Finance Speaks Alter the Turn of the Year
population is an important reason for larger residential
demand. The population of the area we serve, for ex¬
ample, has increased about 12% since the 1940 census,

. We expect our population to continue to increase with
an accompanying expansion of business, industry and
employment. More and more electricity will be required
for all classifications of use. /,/•'"./VvV',a/'

* A year and a half ago, before the convention of the
Edison Electric Institute, it was pointed out that if the
industry grows in the next 30 years only one-half as

ization that unknown factors may completely upset one's : fast as it grew in the past 30 years, it will be four or
best estimates. On the national and international level five times as large as it now is. ; ... - . ' V,

P. W. Litchfield

I
. -

. (Continued from page 54)

upon to finance long-term loans. ! Some banks which
made loans on life insurance policies during the war

years are requesting such clients to again call upon their
respective companies for future financing. While
neither companies nor policyowners like to see this type
of loan creep up, the very transfer from banks back to
life insurance companies demonstrates that the debt was
iii existence and, therefore, overall obligations have not
increased. . r.* v ; .. .)

Tax exempt municipals will, of course, command a
good market because of demands for this type of invest¬
ment by those'individuals who are in upper income
brackets... , r

Taken as a whole, most lines of business should enjoy
satisfactory experiences in 1949.

P. W. LITCHFIELD
Chairman of the Board, The Goodyear Tire & Rubber Co.
The rubber industry's statistical data for the past three

post-war years discloses a rapid peacetime conversion
in 1946, the soaring of tire production to an all-time
high 'in 1947 and the leveling off to a more normal

market in 1948.

For the third consecutive year new
rubber consumption in the United
States will exceed 1,000,000 long tons
in 1948 and the estimated produc¬
tion of 87,200,000 passenger car,
truck and bus land farm tires will

.surpass the 1946 total, although 13%
under last year's 100,700,000-unit
peak. /a/a "A"
Passenger tire proudction for the

year is estimated at 67,400,000 com¬

pared with 77,800,000 in 1947; truck
and bus tires at 14,600,000 for 1948
against 17,800,000 a year earlier and
farm tires at about the 1947 level of

5,100,000. '
Total new rubber consumption for

. J 1948 is estimated at 1,070,000 long
ions, compared with 1,122,000 tons last year and l,039,uou
in 1946. :
Passenger tire replacement sales, wholesale, fell off

sharply during the year as did truck and bus and farm
lire replacements due to' the building up of adequate
dealer inventories.' Original equipment sales, however,
increased in both passenger car and farm tire markets,
.and original equipment sales of truck and bus tires
approximated last year's figures.
Compared with 1946, passenger car tire original equip¬

ment sales had doubled in 1948, farm tire original equip¬
ment sales had increased over 50% and similarly, truck
and bus tire sales were 25% greater. - '
During the three post-war years beginning with 1946,

total passenger car tire replacement sales have approxi¬
mated 149,000,000 or 5.6 tires per vehicle for the 26,500,-
000 passenger automobiles and light trucks which were
on the highway and were more than two years old in
1948.

. " •
The ratio of natural rubber to total new rubber used

during 1948 rose to 58% against 42% for synthetic. Last
year the ratio was about 50-50 and in 1946 only 27%
natural rubber was used against 73% synthetic.
Although tire dealer inventories currently are on the

high side, the rubber industry looks forward to 1949 as

another possible 1,000,000-ton year. Further declines in
replacement tire sales are anticipated but original equip¬
ment sales are expected to hold up well. Truck and
bus original equipment tires are expected to level off.
With belting and other mechanical goods continuing

at a high rate of production, and the increasing use of
Airfoam, Pliofilm, rubber flooring, vinyl and chemical
products, the coming year in the rubber industry should
compare favorably over-all with 1948.

E. G. LAWSON
President, Pacific. Public Service Company

There seem to be indications from a number of diverse
sources that a peak of industrial activity was reached in
many fields during 1943. Thus, as a result of filling the
pipe lines to market arid of largely satisfying deferred
demands, we should regard lMtf as
a year of abnormally high activity
rather than as a normal year. In our

business, we are anticipating that
1949 will be a normal year.' This
means that we expect that there may
be a moderate reduction in revenues

originating from industrial use of
natural gas because 1948 levels may
well have been artificially high in
relation to what should normally
have been expected.
We see no signs of a recession or

a severe readjustment. .From many

aspects, the economy of the nation
will be sounder if the inflationary
spiral comes to a halt. We think
that there are indications that the

spiral is slowing down, giving fur¬
ther evidence that 1949 should be more

the year just past.
Profit-wise 1949 may well be expected to be under

1948 because of the impact of higher costs and a reluc-

approximately the same level in 1949 as they were in
1948. This recognizes that improvements must be made
in the physical plant to cut operating expenses.' It is
also caused by the fact that in our public utility sub¬
sidiary we have not yet caught up with the construc¬
tion work which was deferred during the war and for
which the need was intensified by the remarkable popu-

- lation growth in our area in.the last few years.
It would be rash indeed to make a forecast without

surrounding it with safeguards and without a full real-

E. G. Lawson

'normal" than

there are always present enough imponderables to make
it necessary to revise a forecast hardly before the ink
is dry. For business planning purposes, the best we
can do is to stick to facts as we see them and base our

plans on an equilibrium of national and international
policies. If this policy is followed, it is essential that
plans be flexible so that quick revisions may be made
to correct for the impact of unexpected developments
of this type. This element of flexibility is retained in

__

aU.pur plaps for; ,1^,49V,-W^re the international situation. f:a .most- unusual picture ■Tor'' So*-called peacetime" Even
more settled, business programs too could : be more1 —» —j

Over all, the prospective power demand is so im¬
pelling that our industry, jn spite of the slight economic
readjustment forecast by so many business prophets, is
one of the few which definitely plans to continue its
growth in 1949.

ENDICOTT R. LOVELL
President, Calumet and Hecla Consolidated Copper Co.
The condition of the copper market in 1948 presented

Elmer L. Lindsetb

settled.

There is every indication on the local scene that
California will consolidate the gains it has made in
recent years in industrialization and in population
growth. It seems now that the water and power short¬
age of last year will not be repeated; thus strengthening
California's potentialities for expansion. The state's de¬
velopment has been sound and is expected to continue.
Hence, at least for the first half of the year, and prob¬
ably for the full year, 1949 should be a satisfactory one,
though perhaps not characterized by the peaks of the
recent past. . .. . ;/: ;/<'■ - a.://;:Aa'a/a-

ELMER L. LINDSETH ;.
President, The Cleveland Electric Illuminating: Company
The electric power business is the fastest growing

large industry in the United States. . a •' • a
Demand for its services is gaming so rapidly that it

looks forward to a continual expansion for an indefinite
period into the future. In 1948 our

company, serving "The Best Loca¬
tion in the Nation,"j supplied more
electricity to more customers, em¬

ployed more men and- women, and
made greater additions to its system
than in any year in its history. This
experience was .typical of the in¬
dustry.
The 1948 record of pur industry,

which is expected to be paralleled in ~

1949, was achieved despite severe
shortages of equipment, rnaterials
and manpower.

In a very real way, the industry's
1948 accomplishment was a tribute
to the engineers and operating men
who surmounted obstacles and kept
service at a high level of efficiency.

Interconnections between companies permitted an in¬
valuable degree of cooperation in meeting peak load
conditions. In addition, electric utilities received helpful.
aid from large customers who voluntarily adjusted their
operations to level out the peaks and valleys of demand.
The industry's output in 1948, compared with that in

a typical prewar year such as 1940,. was considerably
higher in proportion than the production of many other
important manufacturing groups.
The Illuminating company's gain in sales of kilowatt

hours was even higher than the national average rise
of the power industry as a whole. This fact is largely ;
attributable to the high concentration of industry in the
area we serve. _-.///■■.'■■''\^/a.a..'<' '■///.
Our customers used more than twice as much elec¬

tricity in 1948 as they did in 1940. More precisely, our
1948 sales rose approximately 125% over 1940. The
national average gain for the power industry was about
20% below our figure.. a,//;/ - ;
In comparison, production of steel ingots and castings

was up 46% in 1948 over 1940, and automotive produc¬
tion was approximately 25% higher last year than in 1940.
Enormous expansion of power generating facilities is

necessitated by the demand for electricity. t

Our company, now in the midst of a $127,000,000 con¬
struction program, expects to add generating capacity
this year which will boost our capacity 23%. ;By 1951,
to take care of both added demand from existing cus¬
tomers and from new.* ones we anticipate will locate
in our area, we will have increased capacity 88% since
1940.

i The industry's capacity will reach the 60,000,000-
kilowatt figure this year, up approximately 20% in
five years. - •• a;.' ' ' • ..." !'
One reason for spiraling industrial consumption of

electricity is the fact that each industrial worker now

uses an estimated 40% more power than he did before
the war—and the number of workers is much greater.
The war itself brought many new industrial uses of

electric power, many of them prominent in plants in
the area we serve. Immediate examples are high fre¬
quency heating, infra-red drying and high-speed electric
furnaces. Other new industrial uses are still in early
stages of development. '.
Greater residential use of electricity is another big

Endicott R. Lovell

with the nation's mines operating at capacity and with
substantial imports coming from foreign sources, the
supply of metal remained extremely
tight. This situation was aggravated
toward the close of the year by a
number of factors. A strike at Ken-
necotts' huge Utah mine, beginning
in October, was still in effect at the *
end of the year. This shut off 23 500
tons per month, or almost 30% of
the nation's production. The long¬
shoremen's strikes on the east and/

'

west coasts halted imports of foreign
copper and prevented the return of
vessels to reload cargoes. The gov-;
ernment program for stockpiling
10,000 tons of copper per month in- •

tensified the shortage. These factors
affected the price and supply of
scrap copper. For a time high-grade
scrap was sold at prices above pri¬
mary metal. Faced with this unprecedented and ex¬

plosive set of conditions, copper producers exercised
considerable restraint in holding the price of virgin
metal at 23.5 cents.

• Barring an unexpected recession in general business,
the demand for copper in 1949 should continue at a
high rate. A combination of factors will keep available
supplies scarce. These are:

(1) Government stockpiling will take about 14% of
domestic production.

(2) Sizable quantities of foreign copper will be di¬
verted to Marshall Plan countries.

(3) Some American copper will also go to these coun¬
tries.

(4) The expanding American military program will
require increasing amounts of copper.
(5) Civilian consumption will continue at about the

same rate as in 1948.

(6) Any work stoppages will seriously affect an al¬
ready delicate situation.
The electrical industry, the largest user of copper,

will require large amounts of copper to meet the de¬
mand for increased power facilities. The automotive

• industry, the second largest copper consumer, should
need substantial quantities for some time to come. The
building industry, already a large user of copper and
copper base alloys, is finding that its copper require¬
ments are steadily expanding.
• The copper and brass fabricating industry has been

• - adding steadily to its productive facilities. New plants
have been erected in the South and on the West Coast.

: Even after the present abnormal demand is satisfied,
the rate of copper consumption in the United States

; should remain higher than in prewar days.
The present price of 23 V2 cents for copper would

ordinarily stimulate the substitution of cheaper metals,
such as aluminum and steel. The continuing scarcity

'. of these metals, however has temporarily removed the
threat of serious competition.

wm. '

m

tance on the part of many business men to make further * factor leading to zooming demand. Such use has doubled
price increases, a . f . . 4 - nationally over the past decade, and in many areas the
v Th° capital exnansion programs of the companies in rise is. even sharper. , 1
the Pacific Public Service group are expected to be at Along with greater, per capita use,*the „ growth of

FRANKLIN J. LUNDING

President, Jewel Tea Co., Inc.
Business should be good .#1 1949, although it will not

come as easily as in the past two or three years. V <

At present the boom appears to be leveling off, with
the economy delicately balanced between the forces

of inflation. 1949 will offer a test
of whether the transition to more

normal conditions can be; completed
without the sharp correction charac¬
teristic of previous postwar adjust¬
ment periods. The actions of the
Federal government, both as to ex¬

penditures and taxes, will exercise
a very great influence -'on the out¬

come, and they are uncertain at this
time.''"" . ' 1'' :'.;/
One encouraging aspect of the eco¬

nomic situation is that corrections
have already occurred in many lines.
More seem probable in 1949—for ex¬
ample, ip appliances, home furnish¬
ings, clothing, lumber, and meats;
But decreases here .could be- offset

... bv ^armament program - and

F. J. Lundmjf 1
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have been alleviated by another
twist in American foreign policy
in the appeasement direction.
The international atmosphere

definitely has quieted down since
September. Unless the Russians
pull an unexpected boner, Tru¬
man's policy is set presently on

avoiding conflicts, letting Chma
go down the drain, naiveiy rely¬
ing on internal dissensions within
the Soviet, and similar self-delu¬
sions. In any case, a major source
of domestic irritation is eliminated
thereby for the next few months;
perhaps for a little longer.
The list of the past year's de¬

pressants would not be complete
without mentioning the most ob¬
vious factor ; since the elections,
the fear of heavier taxation, addi¬
tional social security burdens,
compulsory allocations, if not
price controls, and of labor pol¬
icies designed to curtail profits.
Of course, business and invest¬

ments would be greatly affected
by radical tendencies in the na¬

tional government. But it gen¬
erally is being J . assumed that
neither Congress nor the Admin¬
istration is inclined to go the way
of England, except very partially
—not far enough to distort the
current cycle in an immediate and
incisive fashion. The foremost of
their commitments to their elec¬
tors is—to maintain prosperity.
Much of the post-election fears

of "socialism" and excessive taxa-
-tion has been allayed. Accord¬
ingly, new construction and heavy
equipment outlays which had
been postponed again are getting
under way. As an example, re¬
ported by the "Wall Street Jour-

; rial," unfilled orders for freight
cars which had been declining for

, many months in the middle of
December suddenly reversed their
downward trend.

A further factor contributing to
the slowdown of the inflationary
progress was the inventory liqui¬
dation of the last few weeks. In
many cases,' the expectation^, that
".prices have reached their peak,
induced sales, at reduced prices,
often actually forced by banks,
which are anxiously watching the
customers' inventories. This force,
too, seems already to have spent
most of its momentum..

„

, ' III. i
< In short, there were vei'y se¬
rious elements in play in 1948
which might, have stopped the
creeping spiral. They could not
and cannot become effective for
the simple reason that no govern¬
ment, least of all a Truman gov¬
ernment, could afford to be re¬

sponsible for a depression. Nor
can it afford,, of course, a sharp
upward trend of prices. But as

long as the inflation goes smooth¬

ly, all political considerations and
pressure group influences resist
the attempt, if any, to control the
boom. •, ...

"Our economy is at present,"
says the Secretary of the Treas¬

ury, "in a basically, sound condi¬

tion, shows encouraging signs of
stability in the vicinity of present
high:* levels." Soothsaying poli¬
ticians may not know it, but under
the long-run point of view the

signs point the other way: over¬

employment creating labor short¬

age and rising wages, leaving no

rdoubt-about a distorting fourth

round;;, over-grown, inventories
'(of .' nearly /$55,000,000,000) ' and
production facilities, causing great

anxieties; a, dangerously, expand¬
ing.credit structure, on. top of an
over-inflated national debt ?and

currency system;* and - a'n over¬

strained tax-carrying! capacity.
The .worst of , it: all is .the fact

that the unbalanced economic

machine can operate only by fur¬
ther expansion in almost every
direction. Even a moderate stop¬
page along any major line, a let¬
down in the output of capital
goods in particular, would have
"catastrophic" consequences in
a top-heavy economy. We are

being caught in a sort of per-
peiuum mobile: it must run per¬
petually—or else. But will it keep
running?
Of course, no verpetuum mobile

exists in economics, even less
so in physics. For practical
purposes, the question boils down
to this: Can the over-heated eco¬

nomic machine run through 1913
without "exploding?" Tiie an¬
swer is, presumably: Yes, The
end of the inflation-rope has not
been reached as yet. In 1949, the
two fundamental factors will re¬

main with us in all likelihood: a

further increase in the volume
and velocity of an already exces¬
sive money supply; and shortage
in basic things—skilled or re¬

stricted labor, steel, base metals,
transportation equipment, farm
machinery, housing, fertilizers,
and quite a few other raw ma¬

terials and essential products.
The slight let-down in the last

weeks of 1948—the third or fourth
"reaction" since the war—should
not mislead any one. It does not
mean that "the picnic is just about
over," if the bargain counters are

filled and the oil supply has eased.
If employment fell by 500,000
workers but still stayed at 400,000
above a year ago, and if the pro¬
duction index "turned down" from
195 (double the prewar level!)
to . 190 or so, what is indicated is
seme instability, but certainly not
a cyclical turn.
Inflation creates an unbalanced

economy. Normal calculations are

upset and rational business poli¬
cies are put out of gear, when de¬
mand is subject to. wild fluctua¬
tions, as are prices, when unpre¬
dictable shortages occur one* day
and disappear the next with equal
unpredictability. The result is
that inventories are at one time
too high, and too low at another
that prices over-reach themselves
and have to be corrected, or lag
behind and then jump suddenly,
lso, the redistribution of income
nd wealth brought about by the

^inflation, by discriminatory taxes,
subsidies, and political interfer¬
ences, keeps reshuffling the strati¬
fication of consumption. Surplus
of high-priced housing combined
with shortage of homes in the
lower brackets is a case in point.
The loading of the markets with
in-and-out operators and get-
rich-quick entrepreneurs adds to
the general disequilibrium, to say

nothing of psychological reper¬
cussions.

Even purely from the supply
side, the filling of all pipelines is
far from completed. The pent-up
demand might be met after three

years of top-rate production in
consumers' soft goods, but it has
net yet been satisfied in
consumers' durables. Nor has it
taken care of the demand for pro¬
ducers' goods, which is being re-

invigorated by a better than 2V2
million annual growth of popula¬
tion, by technological progress, by
the interminable international

crisis, and by the necessary re¬

course to labor-saving devices.so
as to offset rising labor costs.
It should be added that the re¬

tooling for military production
practically has not started. It will
give quite an impetus to "pros¬
perity" when it gets under way.
And under way it will get some

time in 1949. notwithstanding all
attempts of Mr. Truman to side¬
step tne real issues of the world
scene. \

And if any one doubts that vital
raw materials will be in short
supply next year, he may consider
the fact that the strategic raw
material piling, made mandatory
by an Act of 1946, has not yet
advanced beyond a fraction of
the multi-billion program—and
ihat all other nations, with Rus¬
sia in the lead, are anxiously pre¬
paring their own stockpiles of
scores of vital commodities.

Lastly, the backlog of public
works is enormous. Given tne
political determination to combat
an incipient depression, and the
availability of funds to finance
municipal ventures through tax-
exempt securities, there can be no
question but that a drying-up of
corporate capital outlay, if it
should occur in the near future,
would be offset pronto by Federal
and municipal constructions.

Dominick Installs Wire
To James Richardson &
Sons, Winnipeg, Canada
Dominick & Dominick, mem¬

bers of the New York Stock Ex¬
change, announce the establish¬
ment of a direct wire between its
office and the 91-year old firm of

James Richardson & Sons in Win¬

nipeg, Canada.

Kenneth A. Kerr Joins
Central Republic in N. Y.
Central Republic Company an¬

nounces that Kenneth A. Kerr has

become associated with the firm

in its New York office, 14 Wall
Street. Mr. Kerr was formerly
with Blyth & Co.'s New York of¬

fice and prior to that with Halsey,
Stuart & Co.

It's All the Same in Greeh!
"We are determined to mobilize the full power

and resources of our union to win pension plans
and social security for our people in coming nego¬
tiations. We are taking pension and social security

plans out of the category of
fringe demands and putting
them at the top of the agenda.
"The profits of industry are

at an unprecedented high level
• and management can afford to

meet these just demands, which
are long overdue, out of profits
without increasing prices.

"On the legislative front we
can expect to. win only basic
national minimums for all our
citizens. These minimums will
not be high enough to meet the

needs of our members. They will require supple¬
mentation through collective bargaining. :

Walter P. Reuther
'f i"

"In adopting these demands, the board considered
the political, economic and legislative climate in
which our 1949 negotiations will be conducted. We
believe that a great opportunity lies ahead. . This
year we can and must bring into the lives of our v

members a substantial measure of security against"
the hazards of old age and physical illness and dis¬
ability.' '—Walter P. Reuther. "

. >

One must admit that some of these union leaders
are ingenious and resourceful, but a "fourth round"
of the sort here outlined, would have much the same

effect on costs and hence on prices as the older type,
i And the President seems to suppose that he could
control it all by executive fiat! ^ i ^

Skall Chic. Exch. Member
CHICAGO, ILL —The Execu¬

tive Committee of the Chicago
Stock . Exchange has elected to

membership David G. Skall, Vice-
President of T. H. Jones & Co.,
Cleveland, O. /

Kidder, Peabody Adds
Ehrhardt Groothoff
Kidder, Peabody & Co., 17 W;ai

Street, New York City, members
of the New York Stock Exchange,
announces the association of
Ehrhardt Groothoff with the stock

department of the firm's down¬

town office. Mr. Groothoff-was

formerly associated with Horn-

blower & Weeks since 1942 prior
to which he w.as with G. M. P.

Murphy & Co. for seven years.

George L. Lyons forms
Own Investment Firm

(Special to The Financial Chronicle)
•

; CHICAGO, ILL. — George L.
Lyons has formed George 1*.

Lyons & Co. with offices at 141

West Jackson Boulevard to en-,

gage in the securities busine^*.
Mr. Lyons was previously with

Kneeland & Co. in the municipal
department*. \ * >

-

Do your plans for 1949 include a new plant?
—then write

... for Complete and reliable information con
^

^ 1 . ...

cerning industrial sites in the SOUTHEAST.
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Business and Finance Speaks Alter the iTurn of Ike Year
capacity, the injection of additional purchasing power is that these deflationary factors will prove stronger
will tend to produce higher prices. Additional purchas- than the inflationary elements first mentioned, and that
ing power is likely to appear in the form of ..Govern- r;national income will tend to stop growing or will recede,
ment expenditures for domestic re-armament, military | should expect this change, if it does occur■; to happen
aid to foreign governments, and addtional economic 7 slowly. The present high level of national income will
assistance under established programs. The magnitude 7. tend to support retail sales for a time. 7
of these expenditures will be determined primarily by F - M/irrurD

our relations with Russia, and ther is little likelihood W. A. MATHER
that these relations will improve in the ensuing year. ;: •-p. President, Canadian Pacific Railway Company *
Appropriations for reclamation and river basin develop- During 1948 the Canadian Pacific, despite handling a
ment projects, low-cost housing and other governmentalRecord volume of traffic, did not share to'the same
programs may add additional inflationary pressure. ^degree in Canadian prosperity as other major industries.
It is clear from this summary that the balance betweem-MRapidly mounting railway wage and material costs,

the inflationary and deflationary forces in the economy™:lwith only partial compensation to

W. C. Mac Farlane

(Continued from page 56)

higher spending by state and local governments for
needed public improvements. 7
A buyer's market has definitely returned in food

products. In part this reflects last year's abundant crops.
In addition, the gradual overcoming of shortages in other
fields has intensified competition for the consumer's
dollar. This competition should increase as the supply
of more and more products catches up with demand.
This represents the adjustment to more normal condi¬
tions in the food industry, a "normal" which should
be far above anything we have known in the past. We
must remember that 16 million people have been added
to our population since before the war, and more are on
the way. These people must be fed.

W. C. Mac FARLANE

President, Minneapolis-Moline Power Implement Co.

Our Company has just completed a successful year,
during which we increased our volume over the pre¬

ceding year by a substantial amount; and while our

profit in the aggregate was larger than for the year

1947, the percentage of profits to
sales was down from the preceding
year. This was occasioned by a much
larger volume of business, offset to
a large extent by increased costs of
materials, reconversion of steel
items, premium overtime pay for
bottle-neck items to level up our in¬
ventory, and increase in wages and
salaries, y;.;yy•7:yy7
We are planning on approximately

the same volume of business next

year as we did in 1948, but believe
it will require considerable ingen¬
uity to maintain the same profit fac¬
tor by reason of a continuation of
the same problems which we ex¬

perienced in the last year.'
We are continuing to allocate our

entire production of farm machinery for the coming
year to the territories where it is mostly needed, the
same as we have in the past several years when we
were operating under government control and manufac¬
turing limitation orders.
We believe the farm-machinery business will continue

good through most of the year 1949, although some
minor items will require salesmanship as compared with
the sellers' market which our industry has enjoyed for
a number of years past. 7
Steel still remains a critical ;item with us, and it is

our belief it will continue to be so, and will be even

more adversely affected by the Economic Recovery Pro¬
gram in Europe and the Rearmament Program at home.
All the foregoing, of course, is predicated on the Euro¬
pean situation continuing at its present state of stale¬
mate

SIDNEY MAESTRE

President, Mississippi Valley Trust Company

Although business activity is declining in certain sec¬
tors of the economy, it is generally at an extremely
high level. At present, the deflationary economic forces
are approximately balanced by the inflationary forces

which have dominated the economy
throughout the postwar years. In
order to forecast the course of busi¬
ness in 1949, it is necessary to deter¬
mine which of these two forces will

gain ascendency in the next year.
Currently, buyers' markets exist

for most non-durable consumers'

goods, and, with the exception of
low-priced automobiles, supplies of
most consumers' durable goods are

adequate. Resistance to high prices
has also appeared and some buyers
have apparently postponed pur¬
chases in anticipation of lower
prices. The capital goods industry
is being affected by the fact that
many industrial concerns have com¬

pleted their postwar expansion pro¬

grams; a substantial number of such programs are still
riot completed, however. The high level of construction
activity in the past three years has reduced substan¬
tially the postwar housing shortage, although the demand
for low-cost housing is still unsatisfied.
Since the trend of business activity in the next year

Will be more uncertain, it is probable that most lenders
will impose stricter credit standards, and this policy may

tend to reduce the volume of credit available to business,
especially in the real estate field. The imposition of
consumer credit controls has also served to reduce the
volume of credit available in that field, although de¬
mands for its relaxation may be heard if unemployment
of resources and manpower appears in the consumers'
durable goods industries. Recent legislation has per¬
mitted the Federal Reserve System to establish higher
reserve requirements for member banks and additional
legislation of a similar character will probably be con¬
sidered in the forthcoming session of Congress. If such
legislation is adopted, the volume of credit 'available
to borrowers will be reduced further.
On the other hand, there are factors which may op¬

erate to prolong the current high level of industrial
activity and to sustain the inflationary trend of prices.
Since the economic system is now operating almost at

Sidney Maestre

is, indeed, precarious. It is necessary, therefore, torrecover these higher charges from the
consider* the time at which the forces discussed" in the " ^ -J - ' " *

preceding paragraphs may influence the economy. It
is not possible to judge how urgent the need for addi¬
tional military and economic expenditures will be nor
the celerity with which the American government will
respond. The time consumed by the cumbrous legis¬
lative process seems certain, however, to postpone such

freight rate increase of March, 1948,
has placed the company in a critical
financial position. . y7;.; y.yy
On the one hand, gross earnings

for the Canadian Pacific in 1948 will
reach an all-time : high. On7 the
other, working expenses' have

additional expenditures until at least the second quarter , climbed so rapidly that net earnings
). ! ■ 7;.;/• 7 7 - ;y 7 '•••7 of the company will be at one of theof 1949.

Business activity in the coming year can be viewed
with a cautious optimism. Since there are readjustments;"
which must be made, and since the business community -7
does not yet know the extent of the international aid
program or the domestic program, bankers will probably
adopt a cautious policy toward the extension of credit.
At the same time, the underlying economic forces are
of such a nature that, apart from some specific fields,
business activity will probably be high enough to pro¬
duce satisfactory profits. '7.7 71?77\4Y;'v

7; PERCY C. MADEIRA, JR. 777717
President, Land Title Bank & Trust Co. of Philadelphia

.-i . — -V.V r .St.

lowest levels in years.
The contrast between ' record gross
,-ahd declining net; .earnings- places
the company in a precarious posi¬
tion in Canadian economy.; The de¬
mand 7 for its railway services to
carry'the expanding industrial out¬
put of the nation and to service Can-
ada's joreign trade commitments calls for firiaricial sta-
bility of the highest order. - Therefore, to meet rapidly
rising- operating expenses, and to construct sorely
needed >: new equipment, adequate rate 7 revenues are :
urgently needed;

William A. Mather

•

. . , v7 ;/ „-7..7 7 This;condition is highlighted by the fact'triat in 1948
There are growing signs that the postw^r inflationary; •the gfoss earnings of the/Canadian Pacific, will be ap^

P.- C. Madeira, Jr.

tires.

spiral in the United States has perhaps passed .its peak.
For example, the 1946 stock market averages have never
since been equalled and it seems probable that the same

year witnessed the highwater mark
of activity in real,.; estate. Many
bankers are of the opinion that the
peak of bank lending has now been
reached, and that bank loans may
well decline in 1949.
The prices of the great standard

farm products of America seem to
have reached their top .just about" a v

year ago, and today are.well below'
those levels. Spokesmen for the food
industry and government officials of>
late have been predicting a reduction5
in food prices. ; 7 FT"• 7"'7'-;77' 7'7 T7>
Many articles formerly difficult to

obtain are now in plentiful supply.
This is notable in all sorts of wearing
apparel, household and electrical
appliances, soft coal, automobile

and in various other lines. There also has been
a decline in spending in the luxury and amusement
fields.

This aces not necessarily indicate a severe depression
in the reasonably foreseeable future. Employment and
production in the United States in 1948 reached new
high peacetime levels. Such great heavy industries as
steel, petroleum, and automobile manufacturing, as well
as certain types of construction, are all operating to
capacity, with no signs of any let-up in the demand for
their products, although there is perhaps a slight decline
in the expansion plans of some industrial companies
for 1949. ;
It is difficult to see how there can be More than a

temporary falling off in general business as long as the
great heavy industries just mentioned continue to run
at their present levels. Probably a small price adjust¬
ment in various fields of consumers' goods (would bring
our economy into better balance by more nearly equal¬
izing demand with supply, and without any serious or
long-term effect on the country as a whole. I

RAPHAEL B. MALSIN J
President, Lane Bryant, Inc.

The prospects for 1949 in the women's apparel field
are so bound up with the national economy, and the
national economy is so clearly subject to the pressures
of world politics, that it is impossible to give a simple
opinion concerning one's own spe¬

cialty. 7 J
Following so many years of sales

expansion, one inevitably expects a
down-turn in economic activity.
The expansive effects of the de¬
mands of a needy world for Amer¬
ican products, of ;7 the European
Recovery Program, and of an ex¬
panding military budget, - are con¬
tributing to delay this effect. -The
present situation has the appearance
of a plateau before the down-turn.
Some soft goods lines have already

turned downward, and it appears
that a number of products in the
hard goods field may be about to F 7 t
do so. I would also think that farm Raphael B. Malsin
income will be reduced—prices are 7 7 , 7
lower than last year, and foreign need for our food prod¬
ucts has been reduced by better world crops. My guess

proximately three times those of the low depression
year of 1933 while the net earnings are not expected to
reach-the figure of that year. 7ln other words, the
company in 1948 has done three times as much work
in .providing vital transportation services to--the nation
for a net return below that of 1933. y
This disappointing trend in the ratio of net to gross

earnings is strikingly shown in the net results for the
first 10 months of 1948 as indicated in the following
table:-,7 • , . ' 7' y,>>
7 7 : • , ; lrl—10-31 1-1—10-317 Increase or

. .. '
, - '1948 vvy>;> 1947777 ;-^77Decrs^?w*-

Gross Earnings—$290,039,997 $262,745,626 +$27,294,371
^Working Expenses 278,553,585 246,931,823 -f 31,621,762

7 NefEarnings __ $11,486,412 $15,813,803 — $4,327,391
'77-';'':;,?^;7;;77> - 7 V'O77" ' </• 77 ; v7\'",7. : >.f "';7 V ''*•* 7 -

This summary shows that while gross earnings in 1948
have'increased $27,294,371 from January to October 31,
working expenses have climbed even faster at $31,621,-
762, resulting in net earnings showing a decrease for the
period of $4,327,391. The continuation of this trend can

only lead to serious financial consequences to the com¬
pany,: and to Canada as a whole.
In7Qrder to help alleviate these critical conditions,

the Board of Transport Commissioners for Canada, on

March 30, 1948, granted the railways a general freight
rate increase, with certain exceptions, of 21%,7;these,
rates-becoming effective on April 8. Excluding the
excepted rates the 21% increase averaged only 16% on
the total volume of freght traffic.
The financial benefits from this freight rate award,

however, were soon wiped out by the granting of a

wage increase, on July 14, 1948, of 17 cents an hour to
all employees retroactive to March 1, resulting in an
annual addition to the wage bill of the Canadian Pacific
of $27,223,000.
In addition to this heavy increase to its operating

expenses, the company has also been faced with rapidly
rising material costs. These price increases are particu¬
larly evident when compared with the 1939 price level.

*

777 Has increased from To

Coal (per ton) $4.12 $7.75
Locomotives $112,547 $174,960
Passenger coaches 58,103 90,632
Freight cars 4,135 ■ 6,400
Taken as a whole materials have increased in the

1939-1948 period 65% and wages by 70%. Faced with
rising costs of this magnitude the company has had rib
alternative but to apply for further freight rate increases
and to7make drastic economies in all phases of; its
operations. . ,

As a iresult of these conditions the company, in July
1948, applied for an immediate interim increase of 15%
on freight rates and a request for an over-^ll increase
of 20%. This application was later revised in relation
to steadily mounting costs, and, on Dec. 7, a request was
made to the Board of Transport Commissioners for k
20% increase in freight rates with a hearing requested
immediately before the general freight enquiry.
While the company, of necessity, has had to curtail

expenditures, to meet its immediate financial obligations,
progressive plans for the improvement of its equipment
and services have been ,worked out consistent with its
financial ability to pay. Likewise, .the management is
fully cognizant of the necessity for the railway indus¬
try to provide modern equipment and services at a
period in history when Canada's national income and
employment are at record levels. , ,s
It is also an accepted fact that few countries in the

world depend to the same extent on transportation as
:y.v. .7777 (Continued on page 60) i<> ; - -
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Sfassen Summarizes 1949 Economic Factors
'At Forecasting Conference of Philadelphia Chamber of Commerce
he asseris strain on the economy as reflected in President Truman's

; Budget Message will increase likelihood of a serious recession in >

next two years.

Harold E. Stassen, now President of the University of Pennsyl¬vania, and former aspirant for Republican nomination as President
Of. the United States,, made a brief statement of his views on the
economic and international outlook at the Second Annual Forecasting

confer enc e,<S>

Harold E. Stassen

held in Phila-
de 1 phia on

Jan 13, under
the auspices
of the Phila¬

delphia Cham¬
ber of Com¬
merce. In de¬

livering h i s
views, Mr.
Stassen said:
"I b e 1 ie v e

that 1949, will
be marked by
these major
economic fac¬
tors:

"First. In¬
creased efforts by the world Com¬
munist movement directed by
Moscow to disrupt and weaken
the economc systems of the free
countries of the world.
. /'Second.. Increased operation
by government of major indus¬
tries in England, and in other Eu¬
ropean countries. > V

"Third. No major change in
world production. '

■ "Fourth. Continued dollar short¬
ages throughout the world.
"Fifth. Economic unrest and

possible rioting in Eastern Ger¬
many, Poland,.. Czechoslovakia,
and the Ukraine, I 7
. "If this analysis is correct then
it is of very great importance

that we keep our American econ¬

omy in sound condition, and that
we use the Marshall Plan to cre¬

ate a favorable atmosphere for the
continuation of at least a portion
of economic freedom in Western
Europe. 1

, •
. •

"Our own economic system is
confronted by four major.,, un¬
usual demands.

, ;

"First, Re-armament for our¬

selves.

"Second. Arming Western Eu¬
rope.
, "Third. Continuation of the
Marshall Plan.

"Four. Major aid to portions of
our own people.
."If we carry these four to the
extent stated in the President's
recent budget message, the extra
strain reflected on the economy by
a major raise in taxes will there¬
by increase the likelihood of. a,
serious recession within the next
two years.

_ •

"Our major effort in the Mar¬
shall

. Plan should be to develop
the convertibility of Western
European currencies . with each
other on a stable basis, r Only by
doing this can we open opportuni¬
ties for the vigorous re-develop¬
ment of private ^usiness and pre¬
vent these countries from sinking
into complete governmental eco¬
nomic operation."

protection. After all, business may
be poor one year, and good the
next—but dollar depreciation is
permanent. \

Investment capital is the most
sensitive commodity in the world.
Since time immemorial, it has
been running from one country to
another— always seeking safety
from the unhealthy financial
practices of its own country. Dur¬
ing the 1920's and 1930's Switzer¬
land, Holland .. and even; Great
Britain were mighty useful at dif¬
ferent times. The United States
is the "last stop." Who wants to
export capital from here — and
where to?

The Mad Quest for Safety
During the past 25 years "run¬

ning to safety" has been the fran¬
tic financial maneuver in coun¬
tries all over the world. As soon
as it became evident that the pur¬
chasing power of the monetary
unit was declining and indicated
possibilities of still further depre¬
ciation, investment capital to a
large extent could and did man¬
age to shift out of that country
Eventually, it all came over tc
the United States where this flight
capital could be put to work large¬
ly through the purchase of securi¬
ties, real estate and small busi¬
ness enterprises.
The idea was to protect capita.!

by a method which would equal¬
ize its constantly diminishing pur¬
chasing power. The security mar¬
kets in these various countries
undergoing monetary disintegra¬
tion never truly reflected the in¬
flation taking place, because only
a fraction of capital sought refugein equities—the bulk shifted ac¬
tual cash balances bodily to other
countries! Now the only country
left is the United States.
Global inflation has not yet run

its course. The prospects are that
gold will continue to come into
this country. There appears to
be no letup in the monetization
(at cheap money rates) of a colos¬
sal national debt. If there L to be

(Continued from first page)
a new Federal deficit,, obviously
it will be financed by the printing
press. According to the economist
Melchior Palyi ("Chronicle" Dec.
23, 1948) we, in these United
States already have behind us 15
years on the road which it took
France only 12 years to travel. If
we should move into any kind of
a business recession, it will not
be long before "a shot in the arm"
from the government stimulates
things again—and takes us one

step nearer gold revaluation.
Prior to 1933 the investor had

an easy escape. He could protect
himself with gold or reliable gold
convertible foreign assets. If one

country went haywire, the door
was open for investment in an¬

other, but for one reason or an¬

other, all havens of safety even¬
tually were closed.

U. S. the Last Hedging Stop
The problem of hedging is to

preserve capital against extrane¬
ous forces, superimposed upon
the regular course of business.
Gold of course comes nearest to
being the perfect hedge if you
can have it, but you cannot. Cur¬
rently there is available, a method
whereby ownership of unrefined
gold is possible, but that may be
outlawed too. Gold may be held
abroad, but where would you hold
it? Tangier is one of the very
few havens still existent, but how
long will that stay? What abou+
shifting dollars out of the United
States—where to? This is the last
stop—that is why hedging medi¬
ums must be found within our

borders. 1 ■

Gold shares are the nearest sub¬
stitute for gold. I would not be
surprised to see a boom develop
in gold shares because probably
they have passed the peak of high
cost operations and of course we
are much nearer to an ultimate
upward change in the price o'
gold. Had we elected a different
administration last November, J
would have postponed an upward
revaluation of gold indefinitely,

'wY

but now I can see it taking place
within the next four years. •"»
It would not seem sound judg¬

ment to protect capital by tne
purchase of commodities. For the
time being there seems to be no
further fear of shortages—com¬
modities already had their sharp
advance in 194/ and 1948. From
here on, there may be some ame¬

liorating foreign supply and fur¬
thermore, commodity futures are
short run commitments which
must be "put forward" when de¬
livery time comes. The risk plu?
the expense does not warran

commodities as intelligent hedges
It is trre+hat the collective jud?
ment of the market place has not
indicated1 any inflationary fear.
That judgment has been proved
wrong now for 2Yz years. Our po¬
litical and international develop¬
ments have so absorbed and ob¬
sessed the investor's mind that
equities have been under a cloud.
In the spring of 1946, equity

hedging psychology was discern¬
ible in spots, but collapsed later
on because forecast of elections
indicated a change in administra¬
tion to come ("they" guessed) with
consequent drastic reorganization
of fiscal policies. Now, after what
may go down in history as prob¬
ably the worst guess in decades,
this thinking must be adjusted
again and geared up to whatever
the fiscal trend is going to be for
the next four years. The Presi¬
dent's socialistic recommendations
and the Budget Message, shoulc
leave little doubt in the minds o:

long headed thinker?" tha" th

spending merry-go-round of the
past 16 years h^ no intention o:

coming to a halt.

The following extracts from
David Lawrence's "Washington ar¬

ticle of Jan. 13, state the proposi¬
tion in simple language: -

;';y ". . . the mere spending of addi¬
tional billions and the prospect
that next .year the budget will
grow larger instead of smaller
makes the long-range picture one

of progressive inflation anyway."
"... the Federal Government is

going to spend more than $40 bil¬
lion a year from now on and that
a $50 billion budget annually is
a possibility for the not far distant
future."

"This can only mean that with a

$253 billibn debt "llow, very little
will be paid off and hence the
dollar will have its purchasing
power reduced constantly. It
could mean a leveling off of prices
for a while but, ultimately, a rise
as the dollar becomes worth less
and less in terms of world gold."
"This is, to be sure, a form o

repudiation of war debt well
known in the history of nations
from the time of the ancients. T
is one reason why the price level
is not going to be brought dowr
permanently to any point much
lower than it is today. The nation
will have to grow accustomed tc
what it has protested as higl
jprices and a high cost of living
"The most important develop¬

ment in the fiscal as well as th(
political situation is the decision
of the Administration to spend
and spend and to tax and tax
This means larger and largei
groups of beneficiaries who will
be expected to support the Ad¬
ministration politically. It mean?
that, as long as the spending keep?
up, large tax receipts may be an¬
ticipated.

."The billions to be sent to Eu¬
rope constitute an uncertainty
only in the sense that everybody
knows Europe will not be satis¬
fied to see Marshall Plan money
curtailed and Russia will, oi
course, start more trouble oi

threaten it if the European Recov¬
ery Program starts to lag. The
whole situation is like getting i
bear by the tail.
"To draw the inference frorr

the above that the governmen'
spending program is either healthj,
or wise would be inaccurate. I

merely should be said that there
is more of an inflationary thar
deflationary influence in the

budget and there may have to be
a serious readjustment of govern¬
ment fniances as a result of popu¬
lar resentment expressed at the

polls before a turn in the tide o

spending and a return to a pro¬

gram of economy can be expected
For the long-range implication o:

the spending program is its threal

against the integrity of the dollar."
If we are to have a substantial

advance in the market during
1949, the most difficult part of it

will be £he first ten points. Only
a few weeks ago the Street was

surfeited w"ith pessimistic predic¬
tions that a full grovta bear mar¬
ket was in its initial stages. My
feeling is that once the market
goes up 10 points many of the
timid bears will flip flop to the
other extreme and proclaim that
the market must go up to 220 be¬
fore the end of summer.

Thinking Follows the Market

A good rally changes all kinds
of thinking. Peter Finley Dunne's
"Mr. Dooley" used to say "the
Supreme Court follows the Elec¬
tions"— just as many economic
thinkers and most stock market

soothsayers, adjust their oracular
tendencies to the trend.

In these columns a few months
ago, I ventured the opinion that
the market would remain within
the 170 to 180 area until the year
end. Now I believe that by mid¬
summer we can be close to or

above 200.

Practically every bank presi¬
dent and many top executives of
business warn us in the news¬

papers that the future is uncer¬

tain—that a buyers' market has
returned and that caution should
be the watchword. I do not ever
remember our going into a bear
market when everybody was wav¬
ing the red danger signal flags in
advance or when the bond market
was firm to rising and Wall Street
accounts practically out of debt.
Even though corporation earn¬

ings are less in 1949 than in 1948,
I can see the market much higher,
the long-term implications of the
Washington new Fair (?) Deal,
Once capital properly appraises
and takes the bit in its teeth, the
final upward phase of the current

cycle should be in full swing. As
I see it, there are several alterna¬
tives—heavier taxes which could

depress business and necessitate

renewed government "pump prim¬
ing"—or inadequate taxes, which
means deficit financing—less gov¬

ernment in business and less gov¬

ernment spending which appears

impolitic from an administration

standpoint—or the other extreme

which imperils our fiscal balance.
It seems to me that equities are

preferable to dollars.

1.

International Shoe Company
ST. LOUIS
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Business and Finance Speaks Alter the Turn ol the Year
(Continued from page 58)

Canada, and with this nation's domestic and export trade
at peak levels, every effort is being made by the rail¬
ways, despite their financial plight, to match the ad¬
vances which are being made along the whole Cana¬
dian economic front.

It is no secret that our equipment situation is not as

satisfactory as it should be to meet present day traffic
lequirements in Canada. This is due primarily to the
fact that war shortages of steel and allied products made
construction impossible during these years while present
financial results prohibit the volume of new construction
which should otherwise take place. However, the Cana¬
dian Pacific floated a $20,000,000 equipment trust issue
early in 1948, and these funds will be used to help pur¬
chase an assortment of equipment! to provide improved
services until the company is in an improved financial
position.

Expenditures in 1948 for equipment have been author¬
ized as follows: ^

44 diesel switchers " . ■ V
1,000 boxcars 1 ,

350 drop-bottom gondolas
J.'. 350 triple-hopper cars i t "■ -

200 ballast cars "• :

/ > 'J 100 covered hopper cars , *
f r 100 steel cabooses ■-vA;>-;•■'

, 75 passenger coaches \v"-"."'v./,
15 baggage-express cars
10 mail express cars '■ 'i,-;-! '
5 room-type sleepers. V-*.;*Av'.y

In addition to securing a variety of new rolling stock
the company is keeping abreast of modern trends in rail
motive power developments, and arrangements were
made in 1948 for the dieselization of our Vermont lines.

Similarly diesel switcher engines have been progres¬
sively secured for operation in yard service, and the
company now has approximately i 100 switching diesels
for this work in service or now on order.

The growing density of rail traffic in Canada, and
the need for the most expenditious movement of freight
traffic, has - resulted in the company authorizing the
expenditure of $8,000,000 for a hump retarder freight
yard in Montreal. This will be the first yard of its kind
in Canada and in 1948, 20 miles of track were laid and
&ood progress was made on construction of the necessary

buildings. ■ V. \ :'-v
At sea, the return of the Empress of France enabled

that ship to carry on a trans-Atlantic shuttle service
with her sister ship the Empress of Canada. Meanwhile
the Empress of Scotland, now being reconditioned after
years of war service, will probably join these ships in
1950.

During 1948 the company resumed its historic position
.as. a large-immigrant-carrier to Canada by the acquisition
cf the 10,000 ton Beaverbrae, a former German ship,
which has brought 5,470 new settlers to Canada during
the year. .'--.'.A... ;

During 1948 two new ships for the British Columbia
Coast Service, Princess Marguerite and Princess Patricia,,
neared completion on the Clyde, and they will be in
operation in 1949. V! .

• In the Pacific Ocean service the Aorangi returned to
the Canada-Australia-New Zealand trade to reopen the
Canadian Pacific's All Red Route from the United King¬
dom to Australia. This ship is operated by the Cana-
tdian Australasian Line, in which the Canadian Pacific
Das a half interest, and is presently providing the only
regularly scheduled steamship service from North Amer¬
ica to Australia.

In the air, Canadian Pacific Air Lines is preparing to
operate a route from Vancouver to Australia and New
Zealand, and also one to the Orient. Test runs will be
^commenced on these services as soon as equipment is
available and it is expected that the Australian service
jwill commence about inid-summer of 1949.
\t In its domestic service C.P.A. opened a new route
Jbefween Vancouver and Calgary, serving the important
ICootenay region of southern British Columbia, and also
iioade application to operate between Montreal-Val d'Or-
/Rouyn-Noranda in northwestern Quebec's mining area.,
■h The company's chain of hotels from Atlantic to Pa¬
cific handled a record business in 1948. In this con¬
nection, the company, which ha? long been an outstand¬
ing promoter abrcad of Canada's scenic attractions,
/helped by its rail and hotel activities to make 1948 the
ipeak .year in the history of the Dominion's important
■/tourist trade,
r This brief review of the company's major operations
j.a 1948 highlights the fact that the management is firm
jin its faith in the future of the company and the nation
.which it serves and is so integral a part.

While financial results in relation to services provided
are currently disappointing the company is confident
;that those charged with the responsibility of formulat¬
ing national transportation policy will recognize the
need of the railways for increased revenues.

I Meanwhile the growing expansion of the nation's in¬
dustrial and agricultural output, and the increasing role
which Canada is playing in world affairs, places a heavy
^responsibility on an international transportation system,
such as the Canadian Pacific, to render adequate serv¬

ices. •

•J The management is fully aware of the company's re¬
sponsibilities in this regard and is taking ever.y step

'^consistent with sound corporate finance to meet them.

L. L. MATTHEWS

President, American Trust Company, South Bend, Ind.
Banking has definitely set its house in order since

the 1933 moratorium which found the investment port¬
folios of many banks with a long list of general market
debentures, perhaps some questionable municipals and a

relatively small total of government
bonds, with a market in the low 80's.
Loan amortization schedules were

rare, ratio of loans to deposits was
extremely high and "bills payable"
appeared on the balance sheet of
some banks. Liquidity was just
another word. ' ;

Today the reverse is true, reflect¬
ing conservatism and close super¬
vision in every phase of bank in¬
vestment. In a continuous effort to
control inflation,, the American
banker is fully cooperating with the
Treasury Department and' supervis¬
ing authorities in controlling loans,
keeping in mind the legitimate needs

»„ l. l. Matthews of all borrowing customers. \Year-
1

• " end statements reflect an over-all
outstanding job- , in this connection, but as j has been
repeatedly pointed out by economic authorities, the
banker believes that increased bank loans are the result
of inflation—not the cause.
In this industrial area where approximately 101,000

persons are gainfully employed, it seems rather reason¬
able to anticipate fairly full employment throughout
1949. In South Bend alone we have 195 manufacturing
plants, 62 of which began business since 1940. Thou¬
sands of square feet of manufacturing floor space has
been added to local industrial facilities, diversified as
to products by such firms as the Studebaker Corpora¬
tion, Bendix, Oliver Corporation, Singer Manufacturing,
South Bend Lathe Works and Wilson Brothers. In addi¬
tion, the University of Notre Dame and St. Mary's Col¬
lege with a combined enrollment of nearly 6,000 stu¬
dents, located adjacent to the city, lend a stabilizing
influence to our local economy. - , •

With this background of diversification and able man¬
agement in our industry, we may well look toward 1949
with what might be termed "conservative optimism."

FRED MAYTAG II

President, The Maytag Company

The year just ending showed the largest sales in the
history, of The Maytag Company. While final figures
will not be available until after the year-end audit, total
volume will run somewhere between $65,000,000 and
$70,000,000. / ■ • " " • J J"
Profits will probably exceed last ..

year's figure of $7,101,579" but "will!
represent a slightly lower percentage
of sales. .. f", , \\
The demand for our products,

whicli include not only washers and
ironers, but also gas ranges and
home freezers, has been strong. Dur- <

ing most of the year we have been
producing against a backlog of de¬
mand which has necessitated oper¬

ating beyond a 40-hour work-week
schedule. By year-end we had been
able to satisfy much of the wartime
accumulation of demand and had
-returned to a situation in which de¬
mand and supply were in better bal- Fred Maytag II
ance. At present our washer plant is
operating on a normal 40-hour per week schedule.
Prospects for 1949 are necessarily dependent on gen¬

eral business conditions. We have probably reached the
end of the lush postwar market and the beginning of
the real competitive test.
The appliance industry in general, with its greatly

expanded production, has been one of the first to fill
the empty pipelines to the consumer. From this point
forward a continuation of maximum employment and
profitable operation will require aggressive merchan¬
dising and increasing attention to efficient, low-cost
production.
In this respect there are certain favorable elements

in the situation of our company. We have had an aggres¬
sive cost reduction program in operation for quite some
time and have been able to hold increases in selling
prices substantially below the average for our industry
by offsetting increased productivity against mounting
labor and materials costs. The program will continue.
The new $5,000,000 plant in which our automatic

washer will be produced is nearing completion. Limited
production of this appliance will commence early in the
first quarter of 1949 and is scheduled to increase as
rapidly as materials and trained workers can be brought
to the job. The new factory is believed to;be the most
modern, completely integrated, washer plant in the in¬
dustry and is designed to permit efficient production
at low cost. r

Our new automatic washer culminates many years of

development. Members of the field organization who
have previewed it prior to public announcement are
most enthusiastic about its performance and sales pos¬

sibilities. They expect it to earn ready acceptance as a .

companion to our well-known line of conventional
washers. • > ... db* •

ROBERT B. McCOLL t j

President, American Locomotive Company •

With all locomotive production converted to the manu¬
facture of diesel-electric locomotives, the American Lo¬
comotive Company is prepared to build many more
diesel-electric locomotive units in 1949 than at any time
0 ,in its history. Also 1949 will mark

the first year in more than a cen¬
tury that no steam locomotives will
be built at the Schenectady plant.'
Some steam facilities are in stand-by
status to provide for any unforeseen
demand for this type of motive
power. ;
This is not a postwar boom. The

American railroads are undergoing a
railroad power revolution. They,
have embarked on a long-term pro¬
gram to replace the 35,000 steam
locomotives on the lines in the
United States with modern diesel-
electric power. They are doing this
because diesel-electric power saves.

Robert B. McCoii j them' money-—and . for that reason
alone. We; estimate that it will take

20,000 diesel-electric locomotives, to::clo this job. - ■ , }
Those railroads that turned to diesel-electrification

several years ago are already realizing-,vast economies
in operation expenditures. Several have indicated that
the use of diesels has been the difference between'
paying dividends and not. Many- class I railroads are
well on the way to complete dieselization and others
are unmistakably heading in that direction. -• . ■
In most cases the diesel-electric locomotive is actually

paying for itself in a three to four-year period.
Our own prospects at American Locomotive^ Company

for 1949 seem very strong in view of the railroad de¬
mand for this new motive-power. r Then, too, as more
and more diesel-electrics are delivered, the replacement
parts business grows in scope. We have been preparing
for this new phase of our, business for many years. A
chain of warehouses has been established in strategic
parts of the country to provide a rapid and even flow
of these parts as required by customer railroads. In
addition, our oil refinery equipment and railway steel
spring businesses are planning for the best years in
their history. / ;
Alco enters 1949 with unfilled orders amounting to

$110,547,000. This compares with a backlog of $103,431,-
000 at the outset of 1948.

^ "••• -•

Prospects for our Canadian affiliate, the Montreal
Locomotive Works, continue to be favorable.^ Last year
Montreal Locomotive teamed up with Canadian General
Electric to manufacture diesel-electric switchers in
Canada. -. This .production will accelerate to meet 'the
demands of Canadian and foreign roads. Recently a
trade agreement was reached whereby Dominion Engi¬
neering Works will manufacture diesel engines of the
proven Alco design. During the coming year/it is likely
that locomotives capable of road service will be built
in Canada.

^

Meanwhile Montreal Locomotive will continue to
manufacture steam locomotives.; It has unfilled-orders

amounting to $27,852,000,-including steam motive power
for delivery in India, Egypt; etc. The bulk of these
orders will be paid for in U. S. dollars, this contributing
to the need for U. S. dollar conservation in Canada.

As we approach today's problems we are also study¬
ing what the future may bring in railroad motive power
development. We are collaborating with our Schenec¬
tady neighbor, the General Electric Company, in the
application of gas turbine-power. This may result in a
successful gas turbine-electric- locomotive in the future.
The first experimental locomotive is currently in test
operation at the GE plant in Erie, Pa.

R.i D. McGOOK

President, American.National Bank, San Bernardino, Cal„

While we have had several years of easy going in
banking and we are hopeful of the future, it is impor¬
tant to be prepared for any eventuality. It might be
difficult to convince the younger present-day bank¬
ers, who have never experienced a
depression, that banking will not
always go along smoothly. Those of
us who, during our business lifetime,
have experienced every known phase-
of business condition, are not so sure.
The prosperous '20s left the bank¬

ers, as well as other businessmen,
rather fat and soft from easy profits;
however, the early !30s proved their
ability to take punishment and ab¬
sorb losses from earnings. The mid¬
dle '40s' may have again softened
them some, but they are in better
fighting trim because of larger cash
reserves, government bond reserves,
and more liberal rediscount privi¬
leges. They may get knocked down r. d. McCook
again, but next time will probably
be up on the count of one instead of nine. However,
optimism,' as to'the future of banking, would seem to
be warranted. t ' ' l. . " •'

- (Continued on page 62) .. .
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JK.

, Government bonds are moving out of the market in sizable
amounts and prices remain firm to buoyant, despite heavy selling by
the Central Banks. . . . Demand for all Treasury issues continues
biroad, with the longer-term higher coupon obligations' still the
favored issues. . . . New highs (in the recent uptrend of prices of long
governments) are being made by most of these issues, which is a
sharp reversal of what was taking place only a few months ago. . . „•
The longest bank obligation seems to be the market leader and this
is in spite of selling by non-bank holders as well as the monetary
authorities. . . . The other eligibles are also being well taken, the
taxables as well as the partially-exempts. . . . The tap bonds are all
mnder accumulation. . . . The February financing, with 1 lA % certif¬
icates, was in line with expectations, and had no effect market-
wise. ...

In the past four weeks, the Federal Reserve Banks have
sold more than $340 million of bonds with last week's elimination \

in excess of $134 million the largest in more than five years ....
Since Nov. 11 last year, the high point in their holdings of long
bonds, the Central Banks have let out $518 million of bonds due
in more, than five years. . If this trend carries on for a while
Federal will be making a good-sized hole (and at a profit) in the
pile of bonds they bought last year in support operations. ,

MARKET CLUES •'/■'; " ^yv
In the course of the year, the money markets should get some

clues as to what is to be expected in the way of future refunding
operations. ... Treasury bonds callable in 1949 aggregate $6,681 mil¬
lion of which $4,404 million are taxable and $2,277 million are par¬
tially-exempts.'., . . The way in which these bonds are refunded
will have a marked influence upon the economy. . . . If there is to
be a return to more stable conditions, then a policy for handling
luture maturities may evolve from what is done by the authorities
during 1949. . . . Should there be a continuation of the business

readjustment, it is believed the Treasury will refund callable or

maturing issues with securities that will be attractive to the com¬

mercial banks. . . % These institutions are the largest holders of the 2s
due 1949/51 and the 3%s and 2V2S due 1949/52 and 1949/53. . . . The

purpose that would be behind the refunding of the callable obliga¬
tions with securities that the commercial banks would be interested

in, would be to prevent a too rapid decline in deposits and credit,
which would tend to accelerate the adjustment in the business

picture. ...
Under readjustment conditions in the economy and the re¬

funding of callable bonds, with issues that the deposit banks will
V take on a 154% or even 2% coupon would probably be used by

. the Treasury. . . . Although the money markets would ease /
under such conditions and there might also be a lowering of> ;

reserve requirements, it is not believed that the monetary
authorities would be inclined to use low coupon obligations en¬
tirely, because the commercial banks might turn in large

, amounts of callable bonds, and use the proceeds to acquire the
, longer-term higher coupon bonds in the open market. . . , The

t deposit banks must be given co/upon rates high enough to main¬
tain earnings or there will be switches in holdings so that obli¬
gations will be obtained that will enable them to hold their

• income. ... '
, *

THE REVERSE PICTURE , v-■ H
> 'i f ' 'On the other hand,'if there should be ta resumption of the infla-
ftional spiral because of increased'/government spending due to
worsened international .conditions or other reasons, there will no
doubt be a different type of refunding undertaking by the author¬
ities in taking care of the 1949 callables. . . . During a period of
inflationary pressure it is desirable to counteract with deflationary
measures, so it is believed that under such conditions the Treasury

l, would be inclined to handle the callable bonds largely through the
offering of securities that would not be available to the deposit
banks. . . . This would probably mean the cash redemption of a sub¬
stantial part of the callable bonds owned by the commercial banks,
which would decrease deposits and could have a deflationary effect
upon the economy. . . .

; ■: ;/ ■ .7 " ■•■/,':' '/.,/;/
Whether the securities that would be used under inflation

conditions would be marketable restricted bonds or non-market-
*

able obligations i§ something that would have to be determined
by the authorities,at that time. . . . Although higher coupon re¬
stricted bonds would increase debt charges somewhat, the cost
would not be as important as would be the need to combat the
forces of inflation. . . .

RATE. CERTAIN

^Policy of the Federal Reserve Board and the needs of the Treas¬

ury'jwill be the main forces determining the future trend of interest
rates and the action of the money markets..'. . After The statements

bv^President Truman, there5 is no doubt that the government; market

\vjlf;be, stable and the % rate,will be.maintained, .j . . This def¬
initely means the pegs will,be; continued at, levels so as not to allow
a rate, higher than -2%'% for long governments in a market,'that
Tvould be under the pressure of liquidation. . . y At this time liquida¬
tion of government securities is not a matter of much concern to

,the •authorities..^. . , '
T?he policy of the Reserve Board toward the money markets

will depend upon business conditions - with the downward or

upward trend determining the course to be followed by them. . . .

The inflationary or deflationary course of economic conditions
will likewise influence the action of the Treasury particularly in
its refunding operations. . . . Which trend will prevail is not def¬
inite yet but the weight of opinion seems to be looking for
further downward adjustment in the business picture.

Restraining and Sustaining
Forces in Business Activity(Continued from page 4)

ing at an unprecedented rate and
has reached a new high mark of
$15 billion, or nearly twice as high
as in the prewar period. But dur¬
ing the last quarter of 1948 there
was evidence of restraint on the
part of consumers. It may be
that in general consumers have
satisfied most of their urgent
needs and are holding back in
anticipation of lower prices.
The rise in inventories in the

earlier postwar years was .due
largely to higher prices and to
the need for restocking depleted
shelves. But the more recent in¬
crease in inventories is accounted
for by the slackening in trade. »' In
the meantime, purchasing agents
have become more conservative
and are cutting down on their fu¬
ture commitments. Consequently,
it would seem that inventory
buying can no longer be consid¬
ered as a stimulating force to
business activity.
Business spending for plant and

equipment has been running at an
annual rate of $20 billion and this<
has been an important sustaining
influence on business activity.
Indications are that the amount

spent for capital purposes this
year may be considerably less
than for 1948. >

Business spending' is the most
vital and sensitive segment of our
economy. It is vital because it is
the money poured back into the
business that keeps our economy

vigorous and healthy and is
largely responsible for new jobs
and the rise in living standards.
It is sensitive, since capital ex¬
penditures involve long-term
risks which require confidence in
the future. Hence, it is essential
that the political climate be favor¬
able and that profit prospects are
reasonable.

The Profit Question

There has been considerable
discussion of late about profits.
It is true that corporation profits
are at record high levels as ex¬

pressed in inflated dollars. ,But
this is an abnormal period and
the profits of many industries may
prove to be illusory. A substan¬

tial part of profits in 1947, for
instance, was represented by in¬
ventory appreciation due to rising
prices. Any sharp decline in
prices would convert black figures
into red. Then, too, replacement
costs are about double the prewar
period, whereas the deductible
depreciation allowance for Fed¬
eral tax purposes is based on

original costs. In consequence,
the reserves that can be set aside
for obsolescence and repair, with¬
out penalty under the rulings of
the Treasury, - are wholly inade¬
quate to cover the cost of replace¬
ment. In a recent statement be¬
fore a Congressional Committee.
Professor Slichter of Harvard

University held that American
corporations during the past three
years have overstated their profits
by more than $16 billion as they
counted the rise in the cost of

replacing inventories and replac¬
ing plant and equipment as prof¬
its. So these firms have in con¬

sequence been paying part of their
capital to meet their running ex¬
penses. Coming back to the ques¬
tion of business spending, should
there be any marked decline in
these expenditures it would take a

considerable offset by other
sources to make up for this defi¬
ciency. "

Sustaining Forces

In the consideration of the eco¬

nomic factors sustaining or stimu¬
lating business activity, the huge
pent-up demand of the heavy in¬
dustries is the most important.
The backlog of orders is still large
in some lines. Demand for steel
continues strong,/ with an esti¬
mated backlog of five months.
But buying is less urgent as is
indicated by the slackening in
sales and prices in the gray mar¬
ket. : A" continuation of a high
level of activity is expected for
1949.

Since VJ-Day, about 12,000,000
cars and trucks have been- pro¬
duced and it is expected that
within a year considerable head¬
way will have been made on

accumulated orders. Even in this

industry there are indications of a

return of the buyers' market. In

case of the higher-priced cars, it
is now possible to obtain imme-w
diate delivery of some makes
without the purchase of unwanted
accessories. Used cars are mov¬

ing more slowly with prices sub¬
stantially lower than a year ago.
Export demand has fallen sharply,
with sales last year 14% below
1947. Nevertheless, there con¬
tinues to be a broad potential do¬
mestic demand for cars because of
the need for replacements. This
is reflected in the average age of
cars, which at the end of 1947 was

8.9 years as compared with 5.6
years in 1941. In the meantime,
the industry is devoting more and
more attention to marketing and
sales promotion in order to be
prepared for the early return to
the buyers' market.
Overall construction expendi¬

tures last year established a new

high mark and a substantial gain
over the preceding year. But
residential building has shown
signs of slackening. While hous¬
ing shortages still prevail in va¬
rious parts of the country, the gap
has been considerably narrowed.
Since the beginning ,of 1941, the
number of housing accommoda¬
tions provided has nearly equalled
the increase in the number of
families during the period.
While this does not take into con¬

sideration the number of houses

destroyed by fire or rendered un¬

inhabitable, it does indicate that
the pressure has been consider¬
ably reduced. Although it is esti¬
mated that overall new construc¬
tion may be somewhat higher this
year than for 1948, due to in¬
creased expenditures for public
works, it is expected that there
will be at least a moderate decline
in residential and industrial
building. - .••// ; •

But the principal sustaining
factor to business activity con¬
tinues to be Federal spending.
Without the support provided by
this source, the postwar readjust¬
ment would have begun long ago.
Government spending of all sorts
—Federal, State and local—is run¬

ning at the annual rate of $55
(Continued on page 63)

Eaton Products Serve a

Range of Industries
'

| ^HE LIST of customers which Eaton Manufacturing Company is privi-
L leged to serve includes the best-known and most respected names in
practically every basic industry—leading manufacturers of automobiles,
trucks, tractors, airplanes, Diesel engines, domestic appliances, machine
tools, farm machinery, construction equipment. Every major railroad, public

v utility, and communications system in some way uses Eaton products. ,

These are companies which demand the finest parts, equipment, and
1 ^ materials. To serve them is in itself a testimonial to the quality of products

which Eaton makes, and to this company's dependability as a source
of supply. 7 . - /'■'•

:\Tlf'•

PROD0CTS-Sod turn Cooled Valves • Poppet Valves • Free Valves • Tappets •
Hydraulic Valve Lifters • Valve Seat Inserts • Motor Truck Axles • Permanent Mold Gray
Iron Castings • Rotor Pumps • Spring Lock Washers • Snap Rings • Cold Drawn Wire •

Heater-Defroster Units • Stampings • Leaf and Coil Springs •

Dynamatic Drives, Brakes, and Dynamometers

MANUFACTURING COMPANY

Plants: CLEVELAND . MASSILL0N DETROIT • SAGINAW

General Offices: CLEVELAND 10, OHIO
BATTLE CREEK • MARSHALL . VASSAR . KENOSHA . WINDSOR (CANADA)
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Business and Finance Speaks Aftexaihe TurnSof^lheXea*

Arthur E. McLean

(Continued from page 60)

ARTHUR E. McLEAN

President, The Commerical National Bank,
Little Rock, Ark.

As the new year begins, the time is also here for
forecasts as to what is in store for 1949. With the hope/
that forecast readers will read and then promptly destroy
—not reread next December, I venture my opinion as

to what will be witnessed this com¬
ing year.
Unquestionably there is a hesitant

note in the business world today.
Supply is catching up with demand
and the urgent needs of people are
not as great today. Price resistance
is on the increase and values are
being questioned. A buyer's market
is in the making.
I see in this no cause for alarm.

It is a healthy sign for our economy
and should be most welcome. A
pause in the feverish activity of re¬
cent years is desirable and will make
it possible to correct many of the
weaknesses which have been creep¬

ing into our private system of enter-
•

: prise. Prices and wages have both
gone too high.
The year 1949 should and can be a good year for those

willing and able to adjust their thinking to the times.
Competition will bring somewhat lower prices, and both
employer and employee will have to do a better job.
It will take just that for success in the year that lies
ahead.

PHILIP M. McKENNA

President, Kennarnetal, Inc.

Based upon inventions made during the past two dec¬
ades, the relatively new hard cemented carbide tool
industry in America is" resuming its fundamental trend
in providing tools and appliances where the properties of
these new metals work economic mir¬
acles in quiet ways. Harder than any -- * • / •/ • ,
tool steel, the first use of cemented
tungsten carbide \vas in lathe tools
for cutting cast iron, beginning in "
America in 1928; the invention' in
1938 of tool metals, containing titan- ■
ium and columbium carbides as well
as tungsten carbide, which enabled
us to cut steel with similar three to
ten-fold increase in cutting speed,
expanded the field of use four-fold
and during World War II practically
all steel projectiles, guns and air¬
plane parts were machined With
steel-cutting carbide tools. The eco- ;
nomic saving of cemented carbide
tools and dies in America may be
reckoned in man-hours and machine-
tool-hours as greater than one billion dollars a year.,
After a slump in 1946 because of sudden change in de-.<;
mand, the research and testing was resumed for general
use. The same resistance to wear so valuable in metal
cutting was obviously applicable to mining tools. By
1948 coal cutting machines were generally equipped with
tungsten carbide tipped bits, with a cost of only 1 to
2 cents a ton of output for bits which lasted 10 to 100
times as long as steel bits previously used. Drilling in
mines with rotary carbide bits was well established also.
As 1949 opens the introduction of percussion drill bits
having tungsten carbide blades tested in 1948 seems to
make possible drilling of blast holes in hard rock mining
at very substantial savings. This is a large factor of
cost and may make commercially available mineral re¬
sources hitherto regarded as sub-marginal. Thus a better
tool may add billions to our mineral resources.
A third major development of the hard carbide in¬

dustry in 1949 is the discovery of heat resisting composi¬
tions containing no tungsten, but chiefly titanium, a
very widely distributed mineral in North America.
Capable of being heated to 2,000 degrees Fahrenheit for
months without more than superficial scaling and re¬

taining its high strength at a red heat, this metal, known
as K-138A,' may enable us to make gas turbines of
greater efficiency than feasible now with metals here¬
tofore used ;and restricted to less than 1,500 degrees
Fahrenheit.

, As 1949 begins, the great question to such an industry
is whether the political and economic climate will per¬
mit the practical attainment Of the fruits of invention •
and development to the people by free initiative in this
activity., For example, the theory that there is such a
thing as a normal profit, above which an "excess"
profits tax should be levied in the interest of equality,
will of course restrict the rate of speed with which the
country may attain the economic advantages of such
innovation. Whether individuals can properly be asked
to take the risk of expansion of such ventures, which
are by no means certain of success, is a question; Small
savers certainly cannot with good conscience be asked
to risk capital in it without telling them frankly they
may lose their capital, while wealthier savers are disin¬
clined to take further risks for a chance of gain of which
two-thirds or more may be taxed away. Bookkeeping
profits, based upon the legal fiction of earnings in the
form of paper money of doubtful redemption (in fact
now irredeemable in America) are not much incentive.

Philip M, McKenna

D. H. McLaughlin

For this reason the restoration of the gold coin stand¬
ard of money with U. S. paper mony redeemable in gold
at the present rate of $35 an ounce would do much to
restore confidence in America and open up a period of
real prosperity and activity in the hard carbide industry
as only one example of the economic fruits of honest
money. The capital necessary, not only for the produc¬
tion of these new metals, but for the machines in which
they may be used effectively by the buyers, must be
saved or provided by someone. If such loans are not
to be paid in good money say ten years from now, in¬
vestors should not make them. The only practical way
to assure them of it is to'use the gold coin standard.
Irredeemable paper money or cigar coupons won't do the
job of restoring prosperity by investment in America.
The hard carbide industry in 1949 will be ijestricted by--
only a man-made obstacle—the denial to Americans of
the right to measure and to own the fruits of tlieir labor
in an honest standard, the gold standard. : "y:

DR. DONALD H, McLAUGHLIN; f
President, Homestake Mining Company!;; \ v "■

Since 1934 the price of gold in this couritry has re¬
mained fixed by law at $35 an ounce. In that same- :

period the wholesale price index of the U; S. B.L.S.'has
gone up 125% and hourly wages have risen 154%. Fuel

costs 88% more than it did in 1935.'
Like every other industry in a

free economy, the mining of gold at¬
tracted the interest of venturesome
men and won the commitment of ;
capital which saw' in this field an
opportunity for profit. It must be
emphasized that this capital was pro¬
vided voluntarily, that the men who
moved with their families into our

western mining regions did so with¬
out. any compulsion. These actions
were the result of estimates based on

conditions of freedom prevailing at
the time. It is hardly necessary to
add that the country benefited great¬
ly from the intrepid trail-blazing of
these early mining pioneers.
The conditions under which the

production of gold is carried on have changed greatly
during the last 15 years. The strict discipline that gold;
maintained over the paper currencies of the world has
been relaxed, with the resulting inevitable and uneven
depreciation in actual purchasing power of, the dollar
and other monetary units, as the extravagances of the
New Deal and' the wastes of the War were financed with;;'
promises to pay. The producer of gold, notably in the
United States, was denied the right of holding his own /
metal in his possession and was forced to deliver it to
the mint for paper dollars at an arbitrarily fixed rate.
At the start of the period of manipulation in 1933 the
rate that was blithely fixed by the President with the"
advice of a few devotees to an extreme economic theory
may have temporarily been too high; but the dollar with
its new freedom to reproduce promptly became; so
prolific that it was not long before its worth in purchas¬
ing power was far less than that of the gold taken from
the miners at thirty-five paper dollars per ounce. Fur¬
thermore, the producer of gold was denied the right to
dispose of his product elsewhere to domestic or foreign
purchasers, whose freely established prices would have
afforded an independent measure of the depreciation of
the paper currencies. —

To the general rule of free, open markets, the invari¬
able economic attribute of a democratic society, the gold
miner is the single conspicuous exception. He is not per¬
mitted to hunt for buyers. He is compelled by law to sell
the product of his labor to a single buyer who fixes
the price without consulting the producer or giving any
consideration whatsoever to the costs and conditions
under which gold is produced. :

Indeed, our gold miners must operate under condi¬
tions that might be compared with the slave system of
gold production in Russia, with the exception that in the
United States the restrictions upon freedom are imposed ,

on the prospector, on the mine operator, and on the
many who own a share in the various enterprises as
well as the far greater number whose livelihood de- >

pends upon the profits that can be won. ; i; .

A considerate government provides minimum price
support for all the major farm products to protect the
farmer against price disaster. Federal law fixes a mini¬
mum wage for the worker. He gets compensation for
injury and aid when unemployed. The various state-:;
public utility commissions, the Federal Power Commis¬
sion and the Interstate Commerce Commission are all
compelled by law to maintain rates for publicly regu- :
lated industries which permit a fair return to the owner.
All other industries have the right to sell their wares in
the open market at the highest prices which willing
buyers pay under conditions of free bidding. ^

The only exception to this solicitude for the producer-
and that basic freedom for which our government pro¬
fesses to be fighting is the gold mining industry. In the ■'»
eyes of the law the buyer and possessor of a bar of gold
is in the same position as the marijuana addict caught /
with a cache of dope. The traffic in gold is so danger¬
ous, according to our government, that the producer
must be kept in absolute bondage,-his product surren- '
dered immediately to safe official hands and then iso- ;
lated in the subterranean bowels of Kentucky.
As a gold miner, I cannot believe that the American"

people are so stupid that they will remain bemuddled

Ward Melville

indefinitely by a group of "bright boys" seeking to con¬
ceal the degree to which their management of the cur¬
rency has reduced the value of what was once the most
stable monetary unit in the world, the American dollar.
It is perhaps not too much to hope that in the coming

year the gold miner will be accorded the simple justice
cf being given the choice of accepting thirty-five paper
dollars from the Mint for an ounce of his product or of
receiving the gold back in some authenticated form with
the right to sell it on a free market domestically or
abroad.

WARD MELVILLE
"

President, Melville Shoe Corporation

The trend .toward consumer purchasing of lower-
priced footwear, which became increasingly apparent in
the last half of 1948, will undoubtedly continue in 1949.
Sales of the chains anri of .d^oartment store basements
should be somewhat better than in; / V. *■' '
other/types of retail outlets unless.,,
those other outlets; are successful in
adjusting ( s t o c k s to lower-price
groups.. The industry" hopes for.
reductions in leather prices which
would: permit lower.," finished shoe
prices at all levels, with a conse-1
quent gain in. unit- sales. ; If such ,

cost reductions do not develop, a
certain number of consumers will
undoubtedly shift their purchasing-
to lower-price -lines even if that
means some . change in brand ior
general type of u shoe purchased..
Thus, the prospect is for a lower
average price at retail, whether
this comes about through generally
lower leather costs or through the
manufacture and sale of a larger percentage of lower-
priced lines. ".vC;
So far as dollar purchases are concerned, the prospect

is that about the same amount will be spent for foot¬
wear by the American people in 1949 as in 1948. The
amount might be slightly larger, _ assuming that the
people's income after taxes in 1949 is maintained at the
current high level, and assuming further that there -is
some decline in food prices during'the year. ' During
the past two years, the family food bill has been a prin-}
cipal ✓ competitor of shoe retailers, particularly those
selling to medium and low-income groups. * Any easing
of food prices would be a favorable factor ;for manu¬
facturers and distributors of shoes and should lead to
both unit and dollar increases.: ' ' ■! ';!'!'! t ;
Per capita consumption of shoes in 1948 was appar¬

ently slightly lower than in 1947. It is hoped that some
combination of lower leather prices and lower food prices
will permit a reversal, so that 1949 will see an increaseJ
in per capita sales. Of course, it is recognized that,
particularly for men's and boys' shoes, greater dbra-1
bility (as compared with prewar) may be a factor in J
pulling down per capita sales. Insofar as this is true,
the maintenance of the historic per capita" rate would
represent a real gain. . \, : •;% ; ;

A. T. M^CIER^^'i-
President, Southern Pacific Company

The volume of freight service rendered by Southern
Pacific in 1948 was the greatest of any peacetime year.
The company rolled ud a total of over $37 billion

revenue net ton miles, the equivalent of transporting
more than 4,000 tons of freight •*.

around the world at the equator
every day of the year.
Southern Pacific's passenger busi¬

ness, though below the wartime
peaks, held up well in 1948, and
continued to run far ahead of pre¬
war traffic. ,

In handling its tremendous freight
volume, Southern Pacific established
a new record of efficiency as meas¬
ured by the standard of train load
in relation to the-average speed with
which the load is moved over the
line. Gross tori miles per train hour
in main line freight servrce • in- 1
creased 7% over the previous high
record set last year, and 20% over
1940 i , .
That the company was able to handle a record peace¬

time traffic with such dispatch is due in great degree^
to large capital expenditures for plant improvement, in-1
eluding further dieselization of motive power and in¬
stallations of centralized traffic control of strategic sec¬
tions of the railroad. • ' • • .. - - !
Utilization of freight cars, a matter of vital importance

in the face of a country-wide shortage of equipment,

was maintained close to the outstanding performance

of last year. With the acquisition of- many new freight
cars and ' the expeditious movement' of trains, together
with the help of shippers and receivers of freight in;

speeding the loading and unloading of shipments, freight
car shortages during periods of peak loading require-/
ments were less in 1948 than in 1947; and the outlook
for car supply is brighter now than for some time!;
V < Concurrently, rail wages and material costs have con-.;

4

(Continued on page 64)
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billion, or about $1,330 per fam¬
ily. v The annual amount now

bcung spent is equivalent to three-
fourths of total national income
in_ 1939. Federal expenditures
alone are running at the annual
rate of more than $40 billion and
will be considerably higher next
year. On the surface it might
seem that a substantial increase
in Federal spending would pro¬
vide the necessary supporting in¬
fluence to business activity for an
indefinite period. Federal ex¬

penditures, however, represent an
artificial force that is not creat¬
ive nor.1, self-sustaining, but
must rely, upon funds from bor¬
rowing or from . taxation. Addir
tional Federal expenditures may
mean either deficit financing or
higher^ tax levies. To have defi¬
cit financing in boom times would
have a bad psychological effect
on confidence as it would, indicate
that we

. might never again be
able to get our finances on e

sound basis; Moreover, it would
be» a "shot in the arm'- when the
economy is in delicate balance
and if deficits were large enough
mfght give another upsurge tc
prices, aggravating the perils, of

. inflation. The Administration at
the moment is taking the stand for
a (balanced • budget This would
mean higher taxes, particularly
for corporations and individuals
iri the upper - income; brackets;
But the imposition of a substan¬
tial increase in the corporate rate

i wbuld siphon off. the funds that
should be ploughed back into
business. In consequence, higher
taxes together with, unfavorable
legislation might so reduce busi¬
ness spending. as to precipitate a

recession.;
, ' .

• 'Other Features That Are
Vulnerable

There are other features of our
economy that are in a vulnerable
condition that deserve considera¬
tion: ■

.:
(1L.Government finance is ir

the -danger'."zone with red lights
flashing: -rjTaxes of all kinds-^
Federal,State and local—take
more than one-fourth of national

income. 4 'Past experience has
shown --.that." whenever taxes ab¬

sorb more than 25% of national

income over a period, the strain
■ is so great on the economy as to
fcause a drastic change in govern¬

ment. Furthermore, since gov¬

ernmental costs are relatively
"frozen," any substantial decline

Jlp: national income could imperil
our narrow margin of safety.

• (2) The American economy is
under the "oxygen.1 tent," and is

dependent upon artificial respira¬
tion provided by, the Federal Gov¬
ernment. Bub the .government in
turn is dependent >upon the econ¬

omy for its support; hence, a pre¬

carious, merry-go-round. . A.

•^3) Owing to the sharp rise in
costs—such as wages, materials
and taxes—many firms are com¬

pelled to operate at a level twice

as high as before the war in order

to .break even. , Even a moderate

decline in, .ope rations would

sharply'.reduce profits and, in
turn, revenue for the government.

(4) Any substantial increase in
the military program would in¬

tensify competition with the ci¬
vilian economy for the available

supply of materials and labor. At

present, nearly 10% of our pro¬

ductive resources are being used
for military and foreign aid pur¬

poses. The extent of the strain

that would be imposed upon our

and Sustaining
Forces in Business Activity

taut economy would, of course,
depend upon the degree of en¬

largement of the program. It has
been intimated that should mili¬
tary expenditures exceed $15 bil¬
lion, -then a system.of controls
would be necessary, ^ut controls
deal with effects rather than
fundamental causes and in peace¬
time cause disruptions, shortages,
the flourishing of black markets,
and can bring about curtailment
and unemployment. •; •, , . •

. So we are in the nip-and-tuck
stage on the „ world's greatest
merry-go-round, with the govern¬
ment supporting business and
business supporting government.
A bad jar or false step would
have a disruptive effect on both
government and business. We are

confronted with a situation so

complex that it nearly > defies
clarification. We face a condition,
however, and not a theory, so we
will have to learn to live with the
new set-up; but business should
insist that the least modifications

necessary will be made of the free
enterprise system that has made
such an outstanding contribution
to this country's greatness; in
peace as well as in war. ."-
In conclusion, 1 would like to

make a few general comments on

the significance of the trend of
government - business relation¬

ships. .; ,

Since the earlypart of the
1930's, the creation of purchasing
power by the government has
been advocated as a panacea for
our economic ills. This theory has
become deeply implanted in the
public mind and has formed the
basis of ou£ national policy. Dur¬
ing this period it has found ex¬

pression in many forms, but tjie
theme has remained unchanged.
In the early days Of the New

Deal, public expenditures were to
.be used to prime the business

pump, solve unemployment, and
balance the budget in the rising
tide of business activity. But this
proved to be an illusion. After

spending about $25 billion for
pump-priming purposes in the

1930's, the decade ended with
about the same number without

jobs as when the program began,
or about 10,003,000 persons. -

A new approach was necessary.

In consequence, a theory was

formulated which in effect was

that we need not worry about the
debt since we owe it to one an¬

other; and that interest payments
represent merely distribution of

money within the country.

Hence, it was considered not

necessary to balance the budget.

But the mounting Federal debt,
despite reassurances in some

quarters, was causing public con¬

cern, and the heavy deductions
from pay envelopes failed some¬

how to square with the theory
that public expenditures did not
involve a burden to the taxpayer.
Recently it was necessary to

change the scenery and to shift
public attention from thinking in
terms of money to jobs and se¬

curity. In the course of a decade
and a half the purchasing power
theory has undergone a complete
cycle and has finally reached the
point where the dollar sign is to
be erased.

. 'The advocates of the full em¬

ployment proposal pay lip service
to free enterprise and give assur¬
ance that private property would
not be endangered by their pro¬
posal. But the necessary steps
that must be taken to fulfill this
program would mean a sharp ex¬
tension of government control
covering practically all phases of
our economy. Under this pro¬
posal there would be a dual sys¬
tem whereby in effect private
enterprise would produce the
goods and the Federal Govern¬
ment would guarantee the mar¬
kets through public expenditures.
In other words, a system would be
set up that combined the features
of socialism and free enterprise.
But-such a m o n g r e 1 system

could not function as the two
components are mutually antag¬
onistic, The net result would be
that as governmental activities are

extended, business enterprise
would be forced to retreat until

finally there ;wouldemerge a
State-controlled society. A study
of government planning down
through the ages ishows that one

step leads to another until finally
the entire economy and all insti¬
tutions are dominated by the
State, and all activities are di¬

rected by a few who rule with
an iron hand. As expressed by
Professor Jewkes: "The modern

planning movement sets out, with
good will and noble intentions, to
control things and invariably ends
up by controlling men." There is
no record that planning by gov¬

ernment has ever raised the living
standards or provided freedom to

any people. As a matter of fact,
historical evidence clearly shows
that it was not until the emer¬

gence of capitalism that the so-
called common man got his first
real chance. It was this system
that emancipated him from slav¬

ery and extreme drudgery and
made it possible for him to have

a greater variety of food and more

comforts and conveniences than
had the nobility of the Middle
Ages. . ... •'■'-.v"
The American people are en¬

titled to any kind of system they
may choose to elect, but it is in¬
conceivable that they would
knowingly wish to have a totali¬
tarian system since they have re¬
cently sacrificed over 300,000 of
their best youth and expended
nearly $400 billion to destroy the
fascist powers of Germany,
Japan and Italy. So it is apparent
that they are unwittingly travel¬
ing down a road they don't want
to travel, i

How can this be accounted for?
Apparently it is due to the fact
that people have no clear under¬
standing of such fundamental
concepts as wealth, income, sur¬
plus and productivity, nor of what
makes our economy tick. What is
lost sight of is that our living
standards depend upon the pro¬
ductive energies of workers aided
by the machine. This is clearly
understood in a primitive society
where a family either provides for
its own wants or starves

. But in
our modern and complex ex¬
change economy there is so much
confusion as to the source of in¬
come and wealth that a large
proportion of the people are under
the illusion that by some push¬
button technique the government
can provide an abundant life and
guarantee security without indi¬
viduals earning their passage.
Unfortunately, too many of our

political leaders of both parties
make grandiose promises of this
kind for vote-getting purposes.
As a matter of fact, the New Deal
program was largely based on

getting; something for nothing.
But this is a cruel illusion as it
leads to creeping. collectivism or

socialism through the back door.
Under certain, conditions the

government can, of course, guar¬
antee jobs. Feudalism and the

old slave system provided every¬
one with work and security in old

age. But the price paid was the
loss of freedom.

The American program should
be geared to a dynamic and not a

static system patterned after the
feudalism of the Middle Ages.
There are grave dangers in sugar-
coated slogans that have the ap¬
pearance of short-cuts to Utopia,
but which in reality lead down
the road to serfdom. A subsidized
economy built on Federal crutches
cannot endure. Our economy
should instead rest upon private
initiative and free enterprise, the
pillars upon which the American
system has been built and with¬
out which it cannot survive. This
system with all of its defects is
the best that has as yet been de¬
vised and over the years has pro- ,

vided a high level of employment ;
except in the 1930's when the;
pump-priming program was ;

adopted that drove job-creating
capital into hidings This country ;
has the greatest productive capac¬
ity and the most highly developed
mass production technique ever:
known. We have the tools, re- •

sources, manpower, the know-how
and a domestic market capable of
absorbing all but a small portion
of our output. We should be able
through the cooperation of man¬

agement, labor and government to
combine these facilities into a

workable program that would
insure a high level of employment
and reasonably high living stand¬
ards. •; J.v.
.v,; The survival of private enter¬
prise and our democratic form of
government is dependent upon an
overall constructive approach to
our challenging problems. We
should find a basis for coopera¬
tive action in the areas of common

interests which fortunately are
more numerous and fundamental
than are the fringes of disagree¬
ment among various groups. As
we enter upon the crucial phase
of our challenging problems, let
us be mindful that our generation
can ". 7 . , nobly save or meanly
lose the last, best hope of earth."

well worth its cost
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service is the foundation on which r<

Armour and Company has built its business

—service in supplying the best possible markets
for the men who raise livestock, poultry, dairy and
other products—service to the nation's retail meat
dealers—and through them to the public—in sup¬
plying, always and everywhere, the best quality
meat and other foods at prices which reflect the
economies of efficient operation and the amount

which consumers are willing to pay for the avail¬
able supply.

Livestock, poultry, dairy and other
foods are the finished products of
the farm, but they are the raw mate¬

rials of Armour and Company. To
operate on the scale we operate re¬

quires large sums of money, wide¬
spread plants, extensive machinery
and other equipment to process raw

materials into finished products like
dressed meats, cured meats, canned
meats, poultry, cheese, butter, eggs
and all the other items in the vast

Armour line. More than 60,000 work¬
ers in plants and offices and sales
outlets are employed and back of
each one of these employees is an

investment of between $5,000 and
$6,000. This money comes from
people who have risked their funds
in purchasing stock or who have
invested in bonds or debentures.
Banks also provide capital through
short term loans on inventories.

It takes money, men and "know
how" in large quantities to perform

the services which Armour and

Company performs for livestock
producers and consumers.

The price paid for the service has
never been burdensome. On the

contrary it has been very low—
averaging in recent years less than
20 on each dollar of sales. Armour

earnings are not a factor of conse¬

quence in prices., If there were no

earnings—and in some years there
are losses instead of profits—prices
would still reflect only the approxi¬
mate costs involved.

Currently, price levels are high be¬
cause of the effects of inflation on

livestock prices, packing house wages,

transportation charges, taxes, and all
the other items that constitute our

costs. '/'•■. ;•

The equal of Armour service could
not be obtained for less. It is well
worth the cost.

ARMOUR and Company
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tinued to mount, whereas the railroads are experiencing
the usual lag in compensating rate increases.
In reporting these highlights of Southern Pacific's

operations in 1948, I must stress the need for rate in¬
creases to offset the higher costs and to permit the
nail industry to go forward with improvement programs
lor the benefit of the shipping and traveling public.
Although there has been wide acceptance of the rail¬

road industry's right to a return of at least 6% on its
investment, the outlook for this result is not encourag¬
ing. Even though pending requests for rate increases
are granted in full, the return will not come up to 6%.
Third-round pay increases for train service employees

became effective Oct. 16 of this year, and, in addition,
the carriers are facing retroactive increases in wages of
other employees. On the other hand, a decision by the
Interstate Commerce Commission is yet to come on
the prompt application of the railroads for compen¬
sating rate increases of 13%. Thus there is the usual
expensive period of waiting before final action on the
railroad's request for relief is made known. . '• / •
The most serious threat against the railroads is the

pending attempt of the Department of Justice to collect
sums aggregating more tnan two billion dollars tor
alleged excessive freight charges on some of the gov¬
ernment's wartime shipments.
These so-called reparation cases involve an effort to

repudiate agreements on special low rates which were
generally acceptable to the government when made. The
tepartion awards sought by the Department of Justice
would destroy the solvency of a large number of rail¬
roads. With such wholesale insolvency, private owner¬
ship of the railroads could hardly survive. If govern-
rnent ownership should result, progress and efficiency
in transportation would be curtailed, and the states and
their subdivisions would be deprived of the many mil¬
lions of dollars paid'in taxes by railroad companies upon
their properties and operations. "
As evidence of the widespread apprehension caused

by the attempt to collect fantastic sums from the rail
lines, I would call attention to numerous interventions
on the side of the railroads by shippers and business
interests. Among those opposing the government's ac¬
tion are traffic organizations, farm bureaus and city and
state chambers of commerce, representing a great many -

of the largest shippers in the country. • . >
On the favorable side of the railroad picture, as it

pertains particplarly to Southern Pacific,- is the con¬
tinued spectacular population growth in the West and
Southwest. ■ • - • •
Diversified industrial development; in western 1 and

southwestern regions, spurred by the war, has accom¬
panied the population increase, and Southern Pacific's
industrial department is doing its utmost to speed the
expansion. The good results are evident. Since V-J
Day, we have helped establish, on our lines, an average
of three new industries for every day of each year. This
represents new carload-producing industries alone, and
does not include the many expansions of existing plants. /
To keep pace with the postwar transportion needs of

agriculture and industry, Southern Pacific has author¬
ized expenditure of $217,553,000 for' new rolling stock
•since V-J Day. This provides for 20,400 freight cars, 185
passenger cars, 130 cabooses,> 195 diesel electric loco¬
motives and one-half ownership of 8,000 additional re¬
frigerator cars for Pacific Fruit Express.
We have received $103,430,000 worth of this equip¬

ment. Yet to be delivered are 7,353 freight cars, 182
passenger cars, 123 Diesel-electric locomotives and 3,000
PFE refrigerator cars, for which we will expend $114,-
123,000.
It is expected that some of our new passenger train

equipment, long awaited, will start to reach us in 1949.
Deliveries of cars for the "Shasta Daylight" service be¬
tween San Francisco and Portland now are scheduled
for completion by next summer, three years after the
order was placed. Some other streamlined cars for use
in present trains on various routes are also promised
by next summer, and it is hoped that most of the new
"Sunset Limited" equipment, ordered for the Los
Angeles-New Orleans run, will be received and placed
in service by the summer of 1950. V-

GUY P. MILLER

President, The Black Rock Bank & Trust Company,
'
j Bridgeport, Conn. . ,v-

4

One's opinion of business prospects for 1949 is found
Joy personal contacts and keeping up with trends as
indicated in various publications. A slight falling off
in business in the first quarter of 1949 is generally

anticipated. The percentage of in¬
crease in savings accounts has been
decreasing steadily for several years.
The inflationary period has made it
necessary for many people with

» more or less fixed incomes to draw
on their savings, others have pledged
future income by making instalment
loans and lack further purchasing
power. Taxes already high, are
likely to be increased, making for
caution on the part of the buying
public/ : • :

Summing up, I believe that 1949
cannot be expected from a profit
standpoint to be as good a year as

Guy P. Miller 1948. '' , .... . "... „

Theo. G. Montague

THEODORE G. MONTAGUE
President, The Borden Company

Prices of dairy products appear to have reached their
peak. For the immediate future, the outlook is for a
seasonal downtrend until early summer at least. Look¬
ing even further ahead it seems unlikely that 1949 prices

will touch the high level reached
early in 1948.
All predictions must, of course, be

based upon certain assumptions and
subject to certain exceptions. In
this case, the assumption is that 4

general conditions are becoming
more settled and will not be stirred
violently up by new inflationary
moves. The exception is that local
or temporary situations, or govern¬
ment price-fixing or large-scale
buying, may result in movements
contrary to the national trend.
Recent price ^declines in several

markets have turned the national"'1'
average price of milk downward for
the first time since June, 1947.
Steps toward a seasonal decline in

fluid milk prices have already been taken in some
Federally-controlled markets. In New York, for ex¬
ample, dairy farmers, themselves, requested a drop of
1 cent per quart effective January 1 and an additional
cent on April I. ;• ..'•/
Demand for dairy staples is expected to be good.

Compared with the last prewar year, the average rise
in dairy product prices is in line with increases in the
general price level. But dairy product prices are rela¬
tively low in comparison with food prices generally,
and particularly low when compared with prices of
the principal foods with which they compete. , :
- A favorable competitive position, plus the normal
population increase, is expected to furnish a good market •
in 1949. There should be ample milk to supply this
market. Fall production of milk was unusually high,
largely because farmers fed more heavily from the
lower-priced, bumper feed crop. With a substantial
grain carry-over into 1949, farmers will probably main¬
tain heavy feeding schedules. In this way, higher pro¬
duction per cow will offset losses in cow numbers and
total milk production should be slightly higher in 1949.
Stocks of manufactured dairy products, now standing

in good relationship to supply, have caused the industry
some embarrassment. The bulk of these products is
made in the spring when milk production is at its high¬
est point. Prices are usually lower then, rising later
in the year as stocks diminish. In 1948, however, there
was a counter-seasonal trend: prices failed to drop in *
vthe spring, and declined abnormally in the summer and
fall, creating unavoidable inventory losses.
In the case of our own company ^ several factors helped

to cushion this drop in values. A policy of rigid inven¬
tory control kept stocks as low as consistent with good
operating practice. And such losses as could not be
avoided were provided for in part by the reserves set
up by the LIFO principle of inventory valuation.
Thus, on the basis of a 10-month operating experience,

it appears that the profits of our company will be
somewhat lower than in 1947, despite an all-time record
in dollar sales. „

Profits during these inflationary years have failed to
reflect the declining value of the dollar. Quite apart
from denying stockholders dividends which current con¬
ditions justify, inadequate earnings make it difficult for
corporations to perform efficiently and effectively the
services which the public expects of them.

JAMES D. MOONEY

President and Board Chairman, Willys-Overland Motors
For two years running now, the auto industry has

been threatening its all-time production record scored
in 1929. We came extremely close to breaking that rec¬
ord last year, and judging from the rate of production

that we hit in the closing months of
1948, it finally appears that this new
year will be the one to establish a
new high in auto output.

, The main obstacle to attaining a
new record production, however,
will continue to be the shortage of
steel..' There appears to be a soften--
ing of demand for some of the other
durables that have been competing
with the auto industry for steel sup¬
plies, and this, coupled with the re¬
markable job the steel industry has
done in keeping its production at a
high level, speaks well for somewhat
better steel prospects for the auto
industry in the coming year.
But the auto industry has other

nroblerrs ahead this new year be¬
sides that of attaining a greater volume of production.
It is my firm belief that there is only one thing we can
be sure of with regard to our prospects for the future,
and that is that things cannot go on indefinitely as they
have since the end of the war.
No automobile company that intends to stay in busi¬

ness can safely go along on the assumption that the
depth of the postwar;market can continue to absorb

James D. Mooney

every vehicle the industry can produce, regardless of ,

price and quality. / '
There are now more than 40 million cars and trucks;

on American highways, and some 14 million of these
vehicles have been produced since the end of the war.
During this period of steadily increasing production, the
inflationary spiral has continually moved the prices of
automobiles to "higher levels, along with practically all
oiher prices.
Even a brief study of past economic history will tel!

us that these two upward movements of prices and pro¬
duction cannot continue indefinitely. One of the two>
must eventually stall out, and we in the auto industry
must be prepared to prevent that stall from developing
into a spin.
Our problem in the coming year is twofold. First, we

must make every effort to pull costs down so that we
can establish a price structure that will support con¬
tinued high-volume production. Second, we must start
selling again.
Our pricing problem would be tremendously simpli-

.fiedif we could convince our Government of the bene¬
fits of a sound fiscal policy, for primarily our troubles,
stem from years of haphazard monetary practices. But
while we are undertaking this arduous educational task,
we must make every effort within the fiscal framework
presented us to bring costs down on our own. This means
elimination of waste of all types—waste of motion in our
manufacturing operations, waste of labor in the pursuit
of futile illusions, and waste of materials in useless orna¬
mentation. , X / }.
The auto industry needs only to heed some of the

warning signals being flashed to know that it must get
its house in order for competitive selling of its products
once more. A buyer's market has already moved in on
most truck weight groups; the used car market is re¬
turning to some semblance of sanity; and time financing,
is on the increase in the new car trade. • -

>- All of this adds up to a very healthy condition for the
industry, for it means that a normal competitive market
is returning, and it has been the spur of healthy compe¬
tition that has given American industry its strength, n
At Willys-Overland, our every action since the end of

the war has been directed at preparing ourselves for the
return of competition. Our vehicles have been designed
with a strict regard for usefulness, simplicity, and econ¬
omy of operation. The public response, to the 300,000
vehicles we have put on the road since the end of the
war indicates that we have been correct in our analysis
of the wants of the motoring public which can be trans¬
lated into effective buying power.
In producing over 100 million vehicles in its brief his¬

tory, the auto industry has changed the face of the na¬
tion and created new standards of living unequalled in
the past.
With the return of the competitive impetus that made

this performance possible, I feel certain that even greater
achievements are in store for the industry in the future-

C. C. MORRIS

President, The Exchange National Bank of
Colorado Springs, Colo,

It is reasonable to suppose that the future of business
in our local community will be affected by general
conditions through the country.; There seems to be a
difference of opinion among our economists as to what
may happen during this new year. Some aje predicting
new inflationary pressures. Some think that general
adjustments are now taking place and that a recession
will be a natural result. Others believe that further in¬
flation is not probable and that business will continue
to be good through 1949.

Assuming that difficulties are not encountered through
the country it seems quite probable that business in
this community will be good. In the first place, we
have been able to attract through the efforts of our
local Chamber of Commerce a number of new industries.
A part of these industries were organized here but they
appear to have strong financial backing and are making
excellent progress in the development of their respec¬
tive lines. Other industries represent local installations
by companies which have plants^ in other localities.
These are especially well organized and appear to be
established on a sound basis. The result of this activity
is the creation of new payrolls with stable employment
and the spending of larger sums, of money wifh local
businessmen.

It is apparent that,building operations in this com¬
munity have not yet reached a saturation point. Al¬
though there has been a leveling off in real estate
valuations we have not experienced any serious reces¬

sion. There is still a shortage of housing facilities for
small families. During the past war many families were
attracted to the Pikes Peak region for the reason that
some member or members of the family were tempo¬
rarily located at Camp. Carson. These families j were
favorably impressed by our climatic conditions and the
natural beauty of tIre surrounding country. Sinee the
war they have located here as permanent residents.
It is reported that Camp Carson will be reactivated and
; this will mean an increase in business for our merchants.

An increasing number of men who have retired from
active business in their local communities have brought
their families here for permanent residence. They have
purchased substantial homes and have become a very
important part of our population.. Naturally, these fam¬
ilies will spend large sums of money annually in the

c ~ ' f'(Continued on page 66) " " "J , V,' • ,
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guesses were held against them. They have been wrong
fully as often in recent years, but errors of this sort
apparently no longer count very much. We sometimes
think that he who does not pretend to know just what
this or that index will be six months hence or 12 months

hence, and who would give no more than 15 cents for
> any one else's guess on the subject, is much more likely
to lose caste than those who are cocksurely wrong.

The Future Is Inscrutable

But despite all this w.e venture to remain among the
shrinking number who doubt their own ability (or that of
any one else) to foresee with any great degree of accuracy
what is in store for us very far in the future. We are, more¬
over, inclined to feel that certain observations concerning
the situation as it stands today are much more to the point
than .more or less whimsical guesses about the state of
business next December;* We are quite certain in our minds
that the business community would profit more from study¬
ing certain aspects of the current situation than from picking
numbers out of a hat. It is obvious, of course, that adjust¬
ments are in order, indeed, it is patent that adjustments have
already for a number of months been actually under way.
Whether they have been or soon will be adequate to correct
the underlying conditions which caused them and thus pave
the way for a resumption of the rising tendency in produc¬
tion and trade — assuming it has been substantially inter¬
rupted;—- is one of the questions of the day.

Unfortunately for those who would like to have an

easy, simple answer to such a question, much more is
7 involved than might at first blush be supposed. Those
who think they have the answer in some measure of
"purchasing power," in the stream of "disposable in-

•

come," in the distribution of such income, in current
expenditures for consumer goods or in the volume of ;
individual "savings" are, so we think, in danger of de¬
ceiving themselves. Much more, in our judgment, de-

, pends upon the course of governmental policy during
the next six months or longer and the interpretation
placed by the general public, and the business public4in -

particular, upon what is done in Washington. And it is
precisely here that it is most difficult to foresee what is
likely to happen. It is in this area that it would be -

easiest to be misled by appearances. A clearer idea of
what the President really* expects and demands this

r

year, and of whaL'Cbngre^s is likely to give him, is
a needed for a solid :basii ofj judgment in these matters.

'f:^(::''^Thr](^^^ssibilities
V We can envision three rfcaj°r possibilities inherent in

v«* * *'-4 *• ^'••.' ," K■ J ^ 'i. "v ' t * J «•'■. ,.' "'*• • - -B'± Xvt i

this;situation;";They;are:;^:f.:'i ■•'CV. •••"'';.;

and its constant attack on prices, cause the consumer to hold
back waitingbfor;7Jbetter yprices, and business to hesitate.
Out 'ofsubstantial further recession in

business might emergb.
(2); Washington, which does not appear to be certain

in its own mind whether it is fighting further "inflation"
or an incipient depression, may presently proceed in such
a way as to give an added fillip to a money supply situation
and speculative tendency, neither of which have either been
sated or eliminated from the current state of affairs.-

(3) The course of public affairs may be so directed that
with one hand inflation is encouraged while with the other

the-public, including particularly business, is kept constantly
on; the alert and continuously cautious, in which case nei¬
ther a marked upward surge nor a very strong downward
movement would be expected, but rather a steadily worsen¬

ing; basic structure.; v- ; 7: ;iy7
There are, of course, other possibilities, but some

,i; rone of these seems to us to be more probable than others. \
k seems to be beyond doubt or question that the public
T has now become morewalue conscious than it was for a

j good while after the war. Such a development could
^scarcely be other than a healthful one. Nothing of perma¬
nent value is to be gained by a situation in which goods
are so scarce and consumers so avid that almost anything
can be sold for almost any price. We had such a situation

following World War I and we had some repetition of it
during 1947 and a substantial part of 1948, We need
have no regrets if this state of affairs is. passing. We

should, however, suffer, and suffer needlessly, if the
situation went quickly to the other extreme. v 5

A Vicious Circle

It is well to remember that tendencies of this sort gain
force by their own momentum. Reports that people are not
buying tend to suggest to many that they defer purchases
in the thought that they may get a better price later. Pres¬
ently — as is actually occurring now — reduction in em¬

ployment begins and rumors and reports of it are likely to
exaggerate the actual fact. The consumer then has another
incentive to hoard his income. He may presently find himself
with less to spend, or even in distress. The time seems to

suggest laying up reserve in ready cash. Such a course

naturally does not help sustain business. To reply that the
flow of funds into the hands of individuals is being well
maintained at present and guarantees continued prosperity
is unconvincing, since the very volume of production and
trade always results in such .a condition. If such a flow of
funds guaranteed continuation of activity a decline could
not ever occur. In our humble judgment no real recession
has yet developed. Whether it will or not depends a great
deal upon what happens in Washington during the next few
months. k'-

Again there is a great deal in the so-called Truman

program to stimulate inflationary .trends. We may as
well face the fact that judged solely on the volume of
outstanding "money," prices have not yet by a large
margin reached a point of equilibrium. What has hap¬
pened is that owners of funds have used them much
more sparingly than used to be the case. Given a turn¬
over of money comparable to the average of the 1920's
and prices would inevitably rise much higher than they C
are today, and no amount of fiats from Washington could
stop them. Such a rise in prices could scarcely fail to
have the usual consequences. Whether and if so in what
degree people will make much more use of their funds
during the coming year, we are unable to say. Again
Washington has much to answer for in this connection.

What has happened in recent years is that conflicting
forces emanating from Government have tended to offset
one another, with the result that extreme conditions which
would have been present had either set of forces become
dominant have not appeared. That, of course, may be the
story of 1949. If so, however, the situation will certainly
not be sounder at bottom in January, 1950, than it is today.

So. Ind. Gas & El. Stock
Placed on Market
A nationwide group of 111 un¬

derwriters headed by Smith, Bar¬
ney & Co. on Jan. 18 offered to
the public 685,000 shares of
common stock, without par value,
of Southern Indiana Gas & Elec¬
tric Co. The stock was priced at
$19.50 a share.
The offering consisted of 600;-

000 shares sold to the under¬
writers by Commonwealth &
Southern Corp. and 85,000 shares
of new common stock of the
Southern Indiana Gas & Electric
Co. The sale by Commonwealth.
& Southern of these shares is in
accordance with an order of the
Securities & Exchange Commis¬
sion and the provisions of the
Public Utility Holding Company
Act, V and terminates Common¬
wealth's security Ownership. in
Southern Indiana Gas & Electric^
Proceeds from the sale of Com¬

monwealth & Southern holdings,
estimated at approximately $10,-
800,000, will be applied, together
with a small amount of treasury
cash, toward the reduction of $9,~
000.000 of Commonwealth's loan
made with a group of New York
banks in accordance with the re¬

cent authorization of the SEC.
Proceeds to the Southern Indi¬

ana Gas & Electric Co. from the
sale' of the 85,000 additional
shares, estimated at approximately
$1,508,000 after expenses, will
provide fund's for construction,
completion, extension or improve¬
ment of its existing facilities. No
part of the proceeds from the
sale by Commonwealth of the
600,000 shares will be received by
Southern Indiana Gas & Electric.
Southern Indiana Gas & Elec¬

tee's program of capital expendi¬
tures for property additions from
Jan. 1, 1948 through Dec. 31, 194i>
is estimated to exceed $9 800,000,
of which approximately $3,000,000
had been expended prior to Dec.
1, 1948. '• • -V

How UOU/canisaye,

MOM/in

TRUSTEES

LOUIS B. ALTREUTER
Vice Pres., Horace S. Ely & Co.

EDWARD E. ANDERSON
Vice Pres., Discount Corp. ofNew York

EDWARD F. BARRETT
President, Long Island Lighting Co.

;j BRUCE BARTON ■
• Chairman of the Board, ' - ' •'

Batten, Barton, Durstine & Osborn, Inc.1
NEAL DOW BECKER ''*T

President, Intertype Corporation +'ld
WM. GAGE BRADY, Jr. ! frm

Chairman of the Board,
The National City Bank ofNew York

HENRY P. BRISTOL
•
-> President, Bristol-Myers Co.
JOSEPH A. BRODERICK ; '

President —
v.

WM. ROGERS COE
Vice Pres., The'Virginidn Railway Co. 7

DOUGLAS GIBBONS ; 7,/
President, Douglas Gibbons & Co., Inc.

HARRY C. HAGERTY

y y "Vice President and f ?v
- Treasurer, Metropolitan Life Insurance Co
7 • - PERCY C. MAGNUS ^ 'V -

President, Magnus, Mabee & Reynard, Inc.
P V BENJAMIN PATTERSON, Jr. :
r ■ President, Patterson-Sargent Co.

ANTONIO PISANI, M.D. - ' '

; - = LESTER VAN BRUNT
Executive Vice President

WM. WHITE

President, The Delaware, Lackawanna
and Western Railroad Co.,

'

A ' ' LEROY A. WILSON
President, American Tel. and Tel. Co.

Now is the time to make use of the

money-saving, time-saving, worry-saving
services you need to add more dollars to

your savings account. East River offers 20
services-— all yours to choose from, and
most of them entirely free. For yourself— -

for your child or dependent—for stay-at-
homes or travelers. For your club—your
home—your bonds—your valuables. You ,

have your pick of these services at 5 con¬
venient offices. Come to "East River—for
Easy Saving"— today!

RIVER
SAVINGS-RANK

26 CORTLANDT STREET

291 BROADWAY 41 ROCKEFELLER PLAZA

60 SPRING STREET 743 AMSTERDAM AVENUE ;

, NEW YORK CITY

•.1 Mtmlir Ltderal Diposit Insurance Cotporn tun
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Business and Finance Speaks After the Turn of the Year
"

(Continued from, page 64)

community and will contribute definitely to its pros¬
perity.
A surprisingly large number of men who have been

unusually successful in their respective lines in other
parts of the country have purchased ranches in this
part of our state. They have made extensive improve¬
ments on the ranches and have stocked them with better
known breeds of livestock. These new members of our
community will contribute in a large way to the in¬
creased prosperity of the region.
The cattle raising industry has shown a marked de¬

velopment in this region and practically all cattle raisers
have been rewarded in their efforts by high returns.
Most of them sold their marketable cattle at the right
time and received high prices. A few held their cattle
too long. Although they did not receive the highest
prices for their livestock the returns pretty largely
showed a profit. The prospects for the coming year
appear to be very good. Good prices are expected to
prevail during the first half of the new year.
Although there has been a decrease in the matter of

employment throughout the State during the last part
of 1948 we are not anticipating any serious decline in
this locality.
The tourist business has always been an important

factor in our business situation. Although tourist travel
did not reach the usual volume in the early part of the
summer a very satisfactory peak was reached during
August, resulting in a better than average tourist season.
Persistent efforts being made to advertise the Pikes Peak
region to people of all parts of the country are showing
satisfactory results. We know of no reason why next
summer should not bring a /better than average number
of visitors to the community. , , v : / . "

Banks in this part of the State have had a very suc¬
cessful year. There has been an increasing demand for
loans, especially for loans secured by real estate.. A
general increase in interest rates has resulted in better
earnings for our banks.

GLENN K. MORRIS

President, National Bank of Germantown and Trust

Company, Philadelphia

The business atmosphere today is not unlike that of a
year ago. Then, as now, predictions of more inflation
as well as predictions of deflation are prevalent. It is to
be expected that the first quarter of this year will be
marked with caution insofar as in¬

ventory policy and) purchase com¬
mitments are concerned. Here,
again,^conditions ate 'similar (!4o a-;
year ago, Iput no\y this -caution is -

based on greater evidence of cor¬
rective influences at work. The

supplies of various types of haer-
chandise are greater than a year ago
and in some instances5 it is< apparent
that supply has more than caught up
with demand. There are also indica¬
tions of less consumer demand due,
probably in part, to the price struc¬
ture and ..inr part to satisfied de- '
mands. '-aW.';. '• : -■ v ■

In the field of banking the interest
rate structure is of prime importance
and appears to be on a different basis
than a year ago. Then the market was unsettled due
to the reduction in the support level for U. S. Govern¬
ment bonds announced on Christmas Eve 1947. The past
year was one of uncertainty as to the trend of interest
rates. While some stiffening of short-term rates oc¬
curred primarily as a result of the increase in legal
reserve requirement against deposit liabilities, the rate
of return on long-term, high-grade bonds was slightly
easier than at the beginning of the year.

The increasing trend in bank loans, which was in
evidence during 1947 and the early part of 1948, is not
present in the banking field at the moment. Various
factors indicate that the peak , in commercial loans is
past. The same condition is present in the field of long-
term financing for plant improvement and expansion.

Banking faces the new year in an atmosphere of cau¬
tious short-term planning on the part of most industrial
and commercial customers; a declining trend in out¬
standing loans with a possible easing of interest rates;
an improved market for U. S. Government municipal
and high-grade corporate bonds; a declining tendency in
total bank deposits, but with the possibility of increased
costs of doing business.
Bank management will find it difficult in' 1949 to

maintain earnings at the level of recent years. Discount
and interest on loans may have reached a peak in 1948.
Careful management of the investment portfolio will be
needed to maintain income from that source. It seems

reasonable to expect some refunding of short-term
government debt into 3-to-5 year notes and bonds,

thereby providing an improved medium of investment
for banks.

Each year has its own problems. No one can predict

just what the problems will be in 1949, but our banking
system was never in a stronger position than today.
Bank management always deals with an unpredictable
future and looks forward with confidence to the new

year. '

Glenn K. Morris

RAY MORRIS !
Partner, Brown Brothers Harriman & Co.

A. G. NEAL

President, Potomac Electric Power Company

The general aspect of the present industrial situation The quantity of electricity required to meet the needs
has been analyzed by many observers during the past, .of .our customers has been the greatest in the 52-year
year with a rather unusual amount of agreement as to ^history of the company. During 1948, kilowatt-hour
the facts and the outlook. Following our previous wars,sales amounted to over 2,007,000,000, an increase of
we have had the regularly recurring phenomena of a
high peak of activity during the war; a higher peak
after the war, and then a very considerable slump; in ;

correction. This time we duplicated the two peaks, but ;•
not the slump. At this rather short range, there seem;- ; ■
to be several reasons for. this: The valley of unfilled!;",;,
demand for all sorts of goods was unusually deep. • The
overproduction, which has usually occurred as a result--,
of high postwar prosperity, was undoubtedly delayed >
by this fact and also by the extensive aid to Europe and tv,
by our own rearming activities. But in most-of*the- lines* ,

of business with which I come in contact,.there;;are signs
of slowing off and of a tendency, belated but nevertheless
quite real, . toward overproduction; \ ;; * " % V. 3. •/*»

Looking forward to 1949 is a hazardous thing,.tp-,do^;>;,
but I think it can be foreseen that the unfilled demandr
for all sorts of goods has eased off materially during
the last year. There are also vexing uncertainties as to
taxation policy and possibly even of price controls,
which already apply, for example, in the rental field
and in the production and price of raw sugar. ■

Balancing all considerations. I should think it doubtful
if corporate profits in 1949 would be as good as they
were in 1948. I think the most favorable development
which is going on is the gradual adjustment, industry
by industry, to a buyers' market, or something approxi¬
mating it, instead of the more customary period of over¬
production, discouragement and fright, such as took
place in 1920-21. But I do not believe we shall, get
through the next two years without some sort of re¬

adjustment. -3' '

J. D. A. MORROW.

President, Joy Manufacturing Company -

•*<. ■ A* •
It is our belief that 1949 will provide.-a.year >.of good

business for companies that supply,,Jhe'needs of the
mining industry. Due , to some :
shrinkage in the demand for certain
mineral products, there may be some

readjustments in production units
and programs in some of the mining
industries, notably in coal, but estab¬
lished, well managed companies will
still provide excellent markets for

A. C. Neal

the manufacturers of mining ma¬
chinery. Any.1 reduction irisplice
for mineral products will result in
increased attention to developing
operating economies in mine ^oper¬
ation. This will presently result- in
creased attention to new mechani¬
cal developments that promise major
reductions in mining costs. Those
companies that have been most in- J. d. a. Morrow
genious and aggressive irt develop¬
ing significantly effective new machines for underground
application, in my opinion, can look forward to increas¬
ing business in 1949. • . ■;

9.59% over 1947. This increase was
due not only to the greater use of
electricity by residential and com¬
mercial customers but.also to a high
rate: of building activity in ' the
greater Washington area served by
our company and its subsidiary,
Braddock Light & Power Co., Incor¬
porated. A new system peak load of
454,000 kilowatts was reached in
July, 1948, an increase of 27,000
kilowatts over the 1947 peak.
Although kilowatt-hour sales con¬

tinued to increase, it became appar¬
ent early in 1948 that the additional
revenues created thereby would not
be sufficient to offset the very sub¬
stantial increases in operating costs,
particularly fuel. The company

therefore filed applications in May, 1948, for a general
increase in its electric rates. After consideration by
regulatory bodies, the rates charged by the company
for electric service were increased to produce additional
revenues of $2,750,000 (based upon sales during the year
1947) to become effective on July 21, 1948. This in¬
crease was the first requested by the company in $8
years, after many years of successful rate reductions.
During 1948 the company embarked upon a construc¬

tion program of unprecedented magnitude to provide the
facilities necessary to meet the increasing demands of
our customers. During the five-year period, 1948-1952,
construction requirements of the company and its sub¬
sidiary are expected to aggregate about $86,500,000. Dur¬
ing 1949 construction expenditures are estimated to total
$25,000,090 compared with $15,000,000 for 1948. ! , ;
Major construction additions which are under way

include two 80,000 kilowatt units at the new Alexandria
Power Station, together with the related 66 kiloyolt
underground gas-filled transmission connections to our
existing system. The first 80,000 kilowatt turbo-gener¬
ator is scheduled for completion during the summer of
1949 and the second one a year later. The 15,000 hous¬
ing units which are planned for our area for 1949 to-

t gether with a large number of commercial and govern¬
mental projects now under construction Will require
expanded Iransmission and distribution facilities during
the coming year. o
In-; conclusion, all indications locally point to a high

!>•av'i'" " 1 ; o ' ' i .♦ . . ♦ j i * ' -t r\ a r\ ■ • '
HwJevel of activity during 1949.

! L-L:.

W. C. MULLENDORE

President, Southern California Edison Company
""'j 4! ■ •

E. A. NICHOLAS

President, Farnsworth Television & Radio Corporation

The tremendous promise of television has matured,
during 1948, more rapidly and with greater impact upon
the nation's social and economic structure than the
most optimistic expected. Whereas, most observers had
expected television production to
reach a total 1948 output of 600,000
units, reliable estimates today prom¬
ise almost 800,000. vy; j
This is an astonishing achievement

when viewed in light of the fact that
_ W:television first aroused wide public

Since V-J Day, in particular, we have been living in interest only in the late 1947.
a Pool's Paradise. Although increasingly threatened, in- Television set production during
ternally and externally, by a1 foreign power, and al-; . .the1 next 12 months probably will
though suffering from the worst inflation in our history, reach: the 2 million mark, with a

we have been living as though we retail return of some $700,000,000.
were truly prosperous, while each The tremendous improvements that
day we have become entangled more have been made in transmission, re-
completely in the tentacles', of big Inception and programming, and the
government. * :Vv; .public enthusiasm exemplified in the

'

We have seemed to accept as a past year's television sales justify
sound basis for future planning, an this estimate. Lower prices can be

E. A. Nicholas

Win. C. Mullendore

artifieally-induced high rate of busi¬
ness activity, which obviously is in
part sustained by spending, pledging
and repledging in the present our
future hoped-for earnings, by gov¬
ernment loans and subsidies and by
government polices which force high
prices and high wage scales. .

So far as the electric utility busi¬
ness is concerned, past records in¬
dicate that in a depression or a re-

/ cession, the demand for electric en¬

ergy falls off much more gradually than does the de¬
mand for goods or services in specialized linos. I should

expect, therefore, that regardless of the anticipated con¬

tinuance of a recession of general business in 1949, the

sales of electric energy generally will continue at about
the present levels. The net income of the utilities will
be affected, of course, by anything that happens to op¬

erating costs and particularly taxes, wages and fuel.
The outlook is not promising for a reductibn of any of
those costs. ' .!

I would venture the further opinion that there are

more elements of uncertainty for American business in
the period ahead than in any previous period in this
century. '■/ " '

expected as production climbs.
Should the six-month FCC '.'freeze" on television sta¬

tion grants be lifted this coming March—and current in¬
dications point to this possibility—it will signal the ap¬
pearance of new frontiers on the television horizon, rich
new markets for the television manufacturer. It seems
quite reasonable to foresee that upwards of 150 stations
will be on the air by the end of 1949. And, it is signif¬
icant now that sponsored television programs and spot
announcements are today nearly 500% greater than at
this time last year. As competition between television
broadcasting stations increases, and as more programs
become sponsor-financed, better programs will become
more plentiful. All of which leads to an increased de¬
mand for television receivers.
In comparing the progress of television and radio, it

is interesting to note that, according to figures just re¬
leased by the Radio Manufacturers Association, the dol¬
lar value of video sets during 1948 represents about 23%
of total phonograph-radio, radio and television set sales
by manufacturers. Television may double this propor¬
tion during 1949, but television, by the nature of the
service it offers, will supplement rather than suppant
radio sales, although the latter have been adverselv
affected temporarily in those areas where television is
"just around the corner." ' T
While public preference may ultimately swing to

television-phonograph-radio in a single instrument, dur-
, . (Continued on page 68)
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. 9ne of the most widely- accepted indices of railroad operating
efficiency is gross ton-miles per train hour. This figure reflects
both the speed and the total weight of the train, exclusive of the
weight of the locomotive and tender. In other words, it is a meas¬
ure of the amount of work being-produced in a given period of time.
The January issue of the Monthly Comment on Transportation Sta¬
tistics of the Bureau of Transport Economics and Statistics of the
Interstate Commerce Commission has Some j interesting figures and
comments on the change in gross ton-miles per train-hour between
the prewar year 1940 and the present time.

One of the outstanding features of the railroad industry has
been, its consistently improving operating efficiency over a Jong
period of years. Many times the extent of this improvement is over¬
looked.; Also, many speculators and investors are inclined to ignore
the fact that the. performances of the individual railroads are not
uniform in thisTespect. The Bureau's Bulletin for January compares
the results, of the industry as a-whole, .the^'various districts,-and 36
large railroads (those with gross revenues above $50 millions in
1947) for the first 10 months of 1948 with those for-the like 1940
interim. •; \7. . J., / J'/.rZ'.';. y.

For the industry as a whole there was an increase from 33,859
gross ton-miles per train-hour in freight service in the 1940 period
to 39,782 in the first 10 months of 1948. This represented a gain of
17.5%. So far as actual performance was concerned the Pocahontas
region was still ahead ahead with 55,794 gross ton-miles per train-
hour. Compared with 1940, however, this represented a gain of only
8.3%. - The Western District showed the largest gain during the
period, up 26.2%, and was second in actual performance with 42,656
gross ton-miles per train-hour.;:, The Southern Region (Southern
District excluding Pocahontas roads) was also up considerably more
than the.f,industry average (23.0%) to 33,325 gross ton-miles per
/train-hour. .The poorest showing was that of the Eastern District, up
only 7.7% to 36,801 gross ton-miles per train-hour.

*

The,foliowing tabulation shows the gross'ton-miles per train-
hour in freight service for 36 large railroads for the first 10 months
of 1948 compared with the like period in 1940. It also shows the
percent of total gross ton-miles handled by diesels in 1948. In the
1940 period diesel operations were purely nominal. This table ap¬
peared in the January Bulletin of the Bureau of Transport Economics
and Statistics; r 5K' t • '

LARGE -STEAM: RAILWAYS

'

••

a,.- ■

RAILROAD

Eastern District: < ■ 1 1940

r Delaware & Hudson__ : -V' 33,609
*; Reading- ____ __ __ 27,825
• Boston & Maine 27,911
/New York, Chicago & St.'Louis- .- 40,693

''Freight Service
Gross Ton-miles
her Train Hour

1948

54,066
35,064
34,447
49,854

Per¬

cent

Increase

60.9

26.0

.Percent of
Total Gross

Ton-miles

Handled

by Diesels
1948

2.83"-

19.73

Buchen Co. Appoints
Director of Media
CHICAGO, ILL.—The Buchen

Company,1 vChicago,' advertising
agency, announces that Martin
Fritz has become associated with
them as Di-

rector of
Media.
r Mr, Fritz
was formerly
with J. Walter'

Thompson,
having joined
them .15- years
ago as- Chi--:
cago financial
a d vertising
representative
of their- Wall
Street office.

For the* past
five years, he
hasr been a

member of
their Media Department in Chi¬
cago. //J Z/7:
In his new capacity with The

Buchen Company, Mr. Fritz will
have ' charge of the company's

advertising space and radio time
buying activities.

Frank Miller Admits

Manning to Firm
DALLAS;: TEX.—W. K. Man¬

ning has been admitted to the
firm of Frank Miller & Co., Lib¬
erty Bank Building, and the firm
name has been changed to Miller
& Manning/

Halsey Stuart Offers McCarthy Chemical

Martin Fritz

Cent. III. P. S. Bonds
Central Illinois Public Service

Co. on Jan. ,17 awarded a group
of dealers headed by Halsey,
Stuart & Co. Inc. $10,000,000 first
mortgage bonds, series C, 3 Va %,
due Jan. 1, 1979, on its bid of
101.78%. Reoffering of the bonds
was made at 102.375% and ac¬

crued interest.

Proceeds from the sale of the
bonds will be applied by the com¬
pany to payment for additions,
extensions and improvements
made or to be made to its prop¬
erties.

- Central Illinois Public Service
Co. is engaged principally in fur¬
nishing electric energy in 61
counties and gas in 12 counties
in central and southern Illinois.

Among the larger cities are

Quincy, Mattoon and West Frank¬
fort. For the 12 months ended

Oct. 31, 1948, over 91% of the
operating revenue was derived
from the sale of electricity, over
8% from the sale of gas and the
remainder from all other activi¬
ties. During that period, the com¬

pany reported gross income, after
maintenance, depreciation and all
taxes, of $6,244,258; maximum an¬
nual interest charges on bonds
outstanding, including this issue,
will require $2,002,500.
Associated with Halsey, Stuart

& Co. Inc. in the offering are:

Hallgarten & Co.; Hornblower &
Weeks; Otis & Co. (Inc.); R. W.
Pressprich & Co.; Tucker, An¬
thony & Co.; Gregory & Son Inc.;
Wm. E. Pollock & Co., Inc.; Stifel,
Nicolaus & Co. Inc.: Thomas &

Co.; and Edw. Lowber Stokes Co.

Places $15,000,000
Bonds Privately
McCarthy Chemical Co., a

wholly-owned subsidiary of Mc¬
Carthy Oil & Gas Corp., has sold
to the Metropolitan Life Insur¬
ance Co. $15,000,000 of 4% 10-year
first mortgage bonds, it was an¬
nounced Jan. 17 by Glenn H.
McCarthy, President. The sale
was negotiated by Kuhn, Loeb &
Co.

Proceeds from the sale of the
bonds will be used to repay ad¬
vances made by the parent com¬

pany to construct chemical plants
and for related facilities, and to
provide working capital.
The McCarthy Chemical is en¬

gaged in the processing of hydro¬
carbon chemicals from natural gas
reserves in Jefferson and Cham¬
bers Counties, Texas, in an ab¬
sorption plant which was com¬
pleted two years ago. The natural
gas is further refined and treated
in the recently completed chemi¬
cal plant at Winnie, Texas. At
present construction is going for¬
ward on a second absorption plant
which will double the capacity of
the first plant.
Residue gas from these plants

is then sold to domestic, commer¬
cial and Industrial consumers in

Beaumont, Orange, Port Arthur
and the mid-Jefferson County

area. / ,

Mr. McCarthy, in his announce¬

ment of the sale, predicted great
development of the chemical in¬
dustry in the Gulf Coast area.

23.4 85.31

Erie 46,70954,848
Wabash 39,304
Delaware, Lackawanna & West. 37,132
N,*Y., New Haven & Hartford_7 28,818
Lehigh Valley____ / 46.405

30,519

44,993
41,525
32,174/;
51,27-3
32,734 7

• Baltimore & Ohio Jl
New York Central ^_1 38,494 38,191
Pennsylvania —. ______ 38,484 38,061

Pocahontas Regionr . •/' - <„ . ,

•t Norfolk & :Western/^_._Ti_______ / 57,971
fChesapeake & Ohio__i_•. 49,340
Southern Region:
;j:Gulf, Mobile & Ohio 33,466

'■
• Illinois Central 31,371
Seaboard Air Line__i^L 26,272

. Southern --r--. , 23,452
Atlantic Coast Line.' __ 23,835

Z f Louisville & Nashville—
Western District:;

28,247

62,939
53,555

55,014
43,691
35,197
29,553
27,744
28,793

33,044
34,013

: - .07

94.95

57.69

38.30

31.57

U2

47.84

32.33

21.33

14.90

33.03

27.10

26.03

31.4-3

24.57

50.99

.16

13.17

30.18,.;:
24.58

18.12

1.55
''Based on gross ton-miles of cars, contents and cabooses, tlncludes Pere Mar¬

quette because of merger in 1947. flncludes the Alton because of merger in 1947.

One of the most striking features of this tabulation is that there
were only two of the railroads that experienced a decline in gross
ton-miles per train-hour./ They were Pennsylvania and New York
Cehtral. Four of the 12 Eastern District roads showed a better-than-
average increase, none of the Pocahontas roads, four of the six South¬
ern Region roads, and 12 of the 16 Western District roads.

The outstanding performance was that of Gulf, Mobile & Ohio,
which showed a gain of 64.4% and whose 55,014 gross ton-miles
per train-hour in 1948 was topped only by Norfolk & Western and
Union Pacific. Gulf, Mobile & Ohio also shows the most intensive
diesel utilization, with 94.95% of total gross ton-miles in the 1948
interim handled by such power. That dieselization is not the only
answer, however, is evident by the fact that the second largest in¬
crease was that of Delaware & Hudson (up 60.9%) which also ranks
well up in actual performance. Only 2.83% of Delaware & Hudson's
gross ton-miles in the 1948 interim was handled by diesels.

Regardless of what the reason or reasons may be behind the
Relative showing of the individual road, both in a relative and abso¬
lute sense, these figures are of major interest to the railroad analyst
and should be studied carefully. .

Chicago, Burlington & Quincy_.

| St. Louis Southwestern Lines__
Union Pacific ____l 44,094
St. Louis-San Francisco 27,850
Atchison, Topeka & Santa Fe__ 37,872

i Missouri Pacific _: 33,650
Chicago, Rock Island & Pacific 30,022

; M-K-T Lines ____: * 30,474
I Northern Pacific _'_ 35,116
1 Denver & Rio ^Grande Western 30,826
1 Texas & New Orleans 29,547
Southern Pacific Co 38,037
Great Northern __. 38,663
Chicago & North Western 30,165

; Chicago, Milw., St. Paul & Pac. 31,567
Texas & Pacific 39,306

48,132
45,199
58,282
36,236
49,005
43,226
38,50.9
38,901
43,742
38,057
36,417
44,978
44,392
33,796
34,514
42,402

22.5
17.4

14.5

11.8

11.6

10.5

77.3
- .8

-1.1

8.6

64.4

39.3

34.0

26.0

16.4

/ 1.9
1 '/

45.7

32.9

32.2

30.1

29.3

28.5

28.3

27.7

24.6

23.5

23.3

18.2

14.8

12.0

9.3

7.9

•v';.05/-
-39.14."

/, .04 v
.-44776

"'65.22'.

.7.45 -•

10.70
:• 9.39
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(Continued from page 66)

log the transitional period, those now owning satisfac¬
tory phonograph-radios will, in many cases, purchase
separate television receivers.
.The radio and phonograph-radio will undoubtedly
continue as an important part of the industry's output.
; Farnsworth is currently concluding an extensive con¬
solidation program aimed at achieving an even greater
concentration of research and engineering effort upon

television, phonograph-radio and radio production. The
manufacture of Capehart console television instruments
and Capehart combination television-phonograph-radio
.sets is being-stepped up steadily—and our distributor and
dealer enthusiasm today, further justifies our confidence
that 1940 will, for our company and for the industry
generally, be a year of great progress.
Television is proving itself a vital force in remolding

the nation's social life, in re-establishing, the home and
the family as the basic social unit It will continue to
aexert an increasingly salutary effect upon our national
life, and is, from an economic standpoint; well on its
way toward becoming one of America's 10 great in¬
dustries. :/ 1 \ V r 'y.'Q ■

HERBERT L. NICHOLS

Chairman of the Board, Southwestern Public Service Co.

; No lessening in the increasing demand for electric
power is indicated for 1949. Regardless of temporary
recessions that may occur in some industries during the
year, it is expected that the overall electric demand for

y residential, commercial and indus¬
trial service will exceed 1948 and set
a new record in national power con¬
sumption; <

Furthermore,►. it seems probable •

that The new year will result in
higher earnings for the electric util- „

ity industry as a whole. During the
first part of 1948, electric output
increased substantially in each
month, but increasing costs of oper¬
ation resulted in a slight decline in
the net income of the industry com¬

pared with the preceding year. In
July. 1948. for the first.time in many

months the industry showed an
increase in comparative net income
and it seems reasonable to expect
that this trend -will continue into

1949. ' ;

Electric companies are now reaping the advantage of
more economical production costs due to the installa¬
tion of, modern and efficient: equipment and,, with a

leveling off of prices of coal and oil, better comparisons
pre indicated in the future, although special situations
m the case of some companies,' particularly hydro--
electric producers, may vary the general pattern. Users
•of natural gas for fuel, most of which operate in areas

expanding more rapidly than the national average, will
continue to be favored by lower unit fuel costs which
to many cases are protected by contracts at fixed prices.
These companies, therefore, may be expected to con¬
tinue to show a satisfactory increase in gross and net
income as well as an above-average increase in busi¬
ness. .»/.*,

; Southwestern Public Service Company continues tdv
t;e favored in this Tesoect. its contracts, for natural gas
tor fuel still having an average of over five years to
run without escalator clauses. While the phenomenal
growth in revenues experienced by Southwestern in its
past fiscal year*may not be attained in the current fiscal
year, it is anticipated that gross revenues should in¬
crease about 20%, or well above the expected average
for the industry. >

Southwestern's territory—the Texas and Oklahoma
Panhandles, the South Plains region of Texas and the
Pecos Valley in New Mexico—shows every indication
Of a continuation of the expansion experienced in the
rostwar period. It is significant that the 24- communi¬
ties served by Southwestern, which had a 1947 census

population of 2.000 or more, show, an average estimated
increase in population for the 8-year period of about
72%. many times the national increase, ^ The growth of
the territory is continuing on a uniform basis, including
.sales of electric energy for residential, commercial and
industrial purposes.
To meet the increasing electric demands indicated

by bs 4-year forecast. Southwestern estimates that ex¬

penditures for the construction of new facilities will
aggregate $75,000,001 from Sept. 1, 1948, through Aug.
31, 1952. This would indicate an increase in its plant
account of over 125%. or about 4 times the rate of
increase or^dicted for this industrv over the next decade

by Mr. Price, the President of Westinghouse. For the
six vears ended Aug. 31, 1948, plant account more than
doubled, and the greater part of these additions were
constructed in the last two fiscal years.
Completion of the installation of new generating units,

in 1948, at approximately the time scheduled, resulted
in a reserve of power for the summer peak load.- The
excess power was sold to neighboring utilities on a

surplus power basis to help meet their increased de¬
mands, thus reserving this excess for the protection of
the company's own territory while affording it an ade¬
quate return on the increased investment. It is antici¬
pated that the construction program will result in a
continuation of reserve caoacitv and that a continuation
of the demand for additional power by neighboring
utilities will furnish a market for the excess power for
several years to come. Continued decentralization of

industry is contributing measurably to the growth of the
Southwest, including the company's territory. ; This
trend may well b^ accentuated by national defense
policy in view of unsettled foreign conditions.
Ninteen-forty-nine will no doubt witness the con¬

tinuance at an increased tempo of the substantial job of
raising for the electric utility industry the new capital
needed for the expansion program upon which it is now
embarked—the greatest in its history. Unsettled market
conditions since the national elections have affected
utility equities as well as those of ail industry. While
governmental domestic policy still remains obscure and
may contribute to a continued unsettlement in the cap-—
ital markets, it seems reasonable to expect that the
utility industry can successfully -raise the necessary
capital The prevailing liberal dividend yields on the
common stocks of sound electric utilities should be
attractive to stockholders as well as other investors, and
the numerous instances in which common stock offer¬
ings by electric utilities to their stockholders have been
oversubscribed during. 1948 indicate strongly that theie
is no lack of the necessary capital if the offering is on
an attractive basis. .

To summarize, the electric industry, while still beset
by manifold problems and difficulties (which in fact,,
have never been absent), may look to the new year
with a considerable degree of confidence. Southwestern
Public Service Company, favored by an unusually high
growth factor, as well as fixed fuel costs, expects its
earnings to continue to show a favorable comparison
during the new year.

A. H. NICOLL

President, Graybar Electric Company, Inc. !
The outlook for the wholesale electrical goods dis¬

tributer in 1949 is still promising even though total
sales of electrical goods will decline a small percentage
from 1948. In the electrical appliance group, the supply
of most items now equals the de¬
mand. Selling of appliances in 1949
will be much more competitive
which will result in lower gross

profits. Selling costs have heen in¬
creasing materially over the past
few years and they most likely will
continue to gradually rise during
1949.

The decrease in gross profits and
the increase in costs of doing busi¬
ness mean net profits in 1949 will
continue to decline as they did in
1948 over 1947.

Sales of electrical goods should
continue at their present levels well
into the first half of 1949. Seasonal
sales patterns should begin to re- a. h. Nicoii "

appear, in those appliance lines
where supply and demand are again in balance.
Because of the high cost of raw material used in the

production of electrical goods, it is unlikely that there
will be any substantial declines in prices. In some areas
of the country inventories^may be too large in relation
to current demands and local price adjusting may result
until these inventory conditions are corrected. <; ty "
Building construction as now estimated for 1949

should require as much electrical materials as were used
in 1948. The electrical utilities have substantial building
programs yet to complete which will use large quantities
of electrical supplies. Telephone companies and rail¬
roads still have unfinished expansion and replacement
programs which will need electrical equipment. The
problem of financing these requirements may defer
some of them for a time.:
Sales of electrical goods wholesalers probably reached

their all time peak in 1948. While the sales for this in¬
dustry most likely will be less in 1949, the decline is
not expected to be a substantial one. The decrease'will
probably be somewhere between 3% to 5% from the
high in 1948.

ERNEST* E. NORRIS
„ a President, Southern Railway System

A fortuneteller able to read the palm of a man wear¬

ing gloves would be just the person to call upon to
learn what is ahead in the year 1949.
Right now it looks as if rapid progress is being made

, v ' toward even greater confusion in the
economic life of our country. The
"basing-point" decisions of the Uni¬
ted States Supreme Court, for ex¬

ample, create uncertainties in rail¬
road circles about future traffic vol¬
ume and the kinds of traffic that
will be offered for railroads to

handle. All • industry is confused
about how to proceed in the light of
the "basing-point" decisions that ap¬
pear to stamp as illegal almost all of
the long-established patterns for the
distribution and pricing of the prod¬
ucts of American mills and factories.
Other confusion-creating uncer¬

tainties exist with respect to antici¬
pated further inflationary wage-
increase demands; tax legislation;

and the prospects for a continued high level of employ¬
ment with its accompanying high purchasing power.
The international situation is no less confused and con¬

fusing.
It is high tribute, I think, to the strength of our free-

Ernest E. Norris

enterprise profit-and-loss«system—the foundation of our .

American Way of Life—that uncertainty has not, as yet, j
degenerated into pessimism and defeatism. , ;
But, we must remain alert to the fundamental need 1

of all members of a free-enterprise economy—that an

opportunity exist for earnings. This is especially true
in the railroad industry where public controls and reg- '
ulations make it impossible to adjyst "pricing" with the
"cost of production," and where the railroads' eompeti -?
tors are subsidized by huge expenditures of tax dollars.
Socialist-minded "termites" in the otherwise sound t

structure of our government would like nothing better'
than the opportunity to "feed" upon the railroads and k

grow fat. They will have their opportunity if decreased '
earning power of the country's rail carriers can be made
into an actual or inspired demand that the government
take over the railroads.

During 1947 and 1948, the railroads carried an unpre¬
cedented volume of peacetime freight. In 1947, their "
earnings on the net amount invested in them averaged
about 3Vz%; in 1948, the average was approximately
4%. The outlook for 1949 is that earnings will be pos¬
sible only if the present application for an average 13%
increase in freight rates is granted by the Interstate
Commerce Commission. Wage demands have not reached
the "leveling-off" point and costs of the things the rail¬
roads need and buy show no signs of decreasing. It is
not unlikely that the carriers may be forced to request -
further rate adjustments from the Commission. Con¬
gress, our courts, and the Interstate Commerce Commis¬
sion have recognized and stated that 6% earnings by
public utilities are both fair and necessary—the railroads
remain far short of this figure. : 5-''v. ■■ ->

Come what may, the railroads will keep working—,
and hoping. The Southern Railway itself is particularly,
fortunate in that the South it serves is witnessing a

continuing remarkable growth in industrial activity. It
has not been a bystander but has participated actively in
encouraging this growth. There are good reasons for
believing that the growth will continue uninterrupted
and the promise of this growth justifies the optimistic
forecast that economists everywhere are making about
the future of the South. That is why I nominate the
South of today as the "brightest spot" on the whole
horizon.

The Southern tries not only to keep abreast of growing
transportation demands but attempts to keep its ability
to deliver rail transportation just a step ahead of the
needs of the business and industry that will use it. I
know of no better way to illustrate this point than to
mention that the Southern Railway System will soon
have a total of 521 units of modern Diesel motive power
in service, representing an expenditure of approximately
^67,000,000.
We will continue in 1949 to do as the Southern has

clone in every year when earnings permitted—we will
improve the railroad with the best and latest oif' all
the many items needed to provide dependable, efficient,
truly-economical mass tiansportation service in the
South we serve.

J. S. OGSBURY

President, Fairchild Camera and Instrument Corporation

During 1949 it is expected that the business of the
Fairchild Camera and Instrument Corporation will be
favorably affected by two factors. These same two fac¬
tors will also probably, affect other companies similarly
situated—that is, companies which
specialized in Army and Navy busi¬
ness before -the war but since the

war have been developing commer¬
cial products to supplement United
States government business.'
To date Fairchild has received

very little business from' the arm¬
ament program of the Air Forces
and the Navy. This is due principal¬
ly to the fact that aerial photo¬
graphic and other aviation equip¬
ment of the type produced by Fair-
child is not ordered until after the
aircraft are ordered and under way.
Now that the general program has.
been under way for about a year
there is reason to believe that rather
substantial equipment orders may
be expected in 1949. Shipment and invoicings however
cannot usually be made on orders received in 1049 until
1950 due to the length of the manufacturing cycle on
most of the company's products., but orders received! and
work in process should increase. ; ,

Fairchild should also receive increasing benefit this
year from some of its new products under development
since V-J Day. Twenty-odd protoelectric engravers
from a pre-production* lot of machines were put into
service in 1948 on newspapers within 250 miles of; New-
York. The first actual production machines will become
available in January 1949. Present plans aim at 500 of
these machines to be in service by the end of the year

1949, although this program looks to be rather formid¬
able and may not be reached. The machines are leased
to newspapers to make half tone engravings by mechan¬
ical means rather than by photography and chemical
etching.
Another machine in the graphic arts field, a type com¬

posing machine, is being tried out under actual operating
conditions in a few carefully selected locations. Pro¬
duction of these machines is expected to start in 1941)

„ ..(Continued on page 70)

James S. Ogsbury
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Can Stability Be Maintained?

"V" ,

; •j

; .(Continued from page 2)
Is a reasonable assumption, how-

::ever, that expenditures on hous¬
ing, plant, and equipment for 1949
may run close to 10% below 1948.
This would mean a drop of be¬
tween $3 billion and $4 billion.
With the end of the accumulation
of inventories, private investment

- would drop by about $6 .billion or

$7 billion.
'

. IV

• The problem of preventing' a
recession in 1949 is, therefore,
largely a problem of offsetting a
probable drop of $6 billion or $7
billion in private investment. It
is, however, a broader problem
"than this. The labor force will

i. increase, and so also will output
per manhour.;' The - abnormally
large number of persons over 65
years of age now at work makes
the increase in the labor force
difficult to estimate. It may be as

high as one million — reflecting
< ■-} the continued return of veterans

- ;7 to industry. It/may be'idloseT to
•7 - 7 the normal increase of about 600,-j
■77770007 If there- is /an- abnormally
,/;7 large number of'retirements,/!he
v* 7/ riseih the . labor force might be
•77/well below 600,(M)0)^;^^?>;vV;7
7' /;\r> The/gain in efficiency may well
'7 average around 3% per manhour.
This is higher than the normal

; rate of increase. In view of the
fact that efficiency has been held
down during the last several years
b,y temporary conditions, such as
the inexperience of many work¬
ers and frequent material short¬
ages, a more-than-average rise in
efficiency should be expected.
If the labor force rises by about

one million and if efficiency in¬
creases by about 3%, a growth of
about 5%-i in the gross national
product (expressed in dollars of
constant purchasing power) will

'

be needed to prevent an increase
in unemployment. At present
prices this would mean a rise Of
about $12.6 billion. If there is a

drop of $6 billion or $7 billion in
private investment, an increase of

. about $19 billion to $20 billion a

; year in non-business consumption
of goods and services at present
prices will be needed in order to
prevent a rise in unemployment.
This increase in .consumption
might come from foreign coun¬

tries, the government jib or individ¬
uals. No significant, increase is
likely from , foreign - countries.
Hence the increase /must1 .-come
from the government. or indiyid-t
uals. : : 1"'/- ///7-7.

!

. An increase of about $4 billion-
of. $5 billion in the* consumption^
of.goods and services by the local)
■state, and .national governments:
may reasonably be expected. Pur-/
chases of goods and services by
state and local governments rose

toy about $2.8 billion between 1947
'and 1948. The needs of state and
local governments are still very

large and a further increase in;
their purchase of goods may be;
expected. It will be at least on;e
billion, and poss.ibly as high as $2
billion. The expenditures of the
Federal Government are also ris¬

ing. In the year 1949 the increase
will probably be $5 billion above
1948. This indicates a need for an

increase of about $12 billion to
$14 billion in the takings of goods
by consumers at present prices in
order to prevent a rise in unem¬

ployment. The rise in the quan¬

tity of goods taken by consumers

might occur through a /fall irii
prices rather than through ex/
penditures of more consumer dol-t
lars. To the extent that a drop'
in business spending could be,,
prevented, an increase in the tak-]

ings of goods by consumers would

not be necessary.

What is the prospect that con¬

sumers might be able and willing
to increase their takings of goods
by anywhere from $12-to $14 bil¬

lion at present prices? The

chances seem to me to be excell¬

ent. During recent months per¬
sonal incomes have been outrun¬

ning prices. In November, 1948,
the cost of living was 2% above
January, 1948, but personal in¬
comes in the fourth quarter were

4.1% above the first quarter. This
meant that individuals had gained
about $4.3 billion in consuming
pov/er at the prices prevailing in
November. The gain in consuming
power is likely to continue be¬
cause prices are drifting down¬
ward and wages will continue to
move downward though at a
slower rate than in 1948. Between.

April and November, 1948, hourly
earnings in manufacturing rose
about 6.0% in comparison with
1.7% in the cost of living. If there
is a rise of 3% in labor efficiency
during the next year, a reduction
of close to 3% in prices or a 3%
increase in wages would be pos¬
sible without an impairment of
corporate profits. This would add
about $7.5 billion at present prices
to the quantity of goods which'
consumers could take.. >■ . 7,

There is danger/it is true,, that
the disposition of consumers tc
wait for prices to fall, which has
become evident during the last
three ' months, may become so

great and remain in effect so long
that it may induce a moderate
amount of unemployment. I think
that the chances are against con¬
sumers' waiting so long to buy
goods that they start a down spi¬
ral of unemployment creating
more unemployment. One reason
for not expecting consumers tc
wait long for prices to fall is that
consumers are not heavily stocked
with goods. Another is that the
personal holdings of bank deposits
are still abnormally high in rela¬
tion to consumer spending.
All in all, the prospect seems

good that the increased takings of
goods by government and con¬

sumers will prevent the prospec¬
tive drop in business 'spending
from causing an increase in un¬

employment in 1949—or at least
•an increase of any significance.
Nevertheless, the fact that infla¬
tionary and deflationary influ¬
ences are in delicate balance
should be recognized by both
business concerns and govern¬
ment. Neither business nbr gov¬
ernment should permit the pres¬
ervation of stability to be left to
chance. Each should adopt care-

funy planned policies to keep the
present balance.

VI

What can be done to preserve
the present balance? On the part
of business two principal steps
should be taken. Cuts in expendi¬
tures on plant and equipment
should not be made without good
reason. Opportunities to make
such expenditures in areas where

shortages are not acute should not
be overlooked. A better job of
marketing should be done in or¬

der to induce consumers to main¬
tain or to increase their volume of

spending. In many cases a better
job of marketing will mean mak¬
ing price concessions— particu¬
larly in those lines where raw ma¬

terials are becoming cheaper or

efficiency is becoming greater or
where demand has dropped rela¬
tive to supply. ■ <1 j" ■

What can the government do to
prevent deflationary influences
from becoming dominant? The
principal contribution of the gov¬
ernment, I believe, is to adjust its
fiscal policies to present economic
conditions. This means an im¬
portant modification in fiscal pol¬
icy. The government's objective
should be changed from an at¬

tempt primarily to check inflation

. to an attempt to preserve the

present rough balance between in¬

flationary and deflationary influ¬
ences. This obviously requires
some change in government pol¬

icy. President Truman's tax rec¬

ommendations indicate that this

change has not yet occurred.
The President points out, quite

properly, that during the last two-
and-one half years the surplus in
the government's cash budget has
been an important check on infla¬
tion—though the government has
used this instrument with consid¬
erable caution. As a result of re¬
ductions in taxes and increases in

expenditures, the cash budget sur¬
plus has dropped to an annual
rate of about $4 billion during the
latter half of 1948. It will drop
still further unless taxes are in¬
creased. The President, therefore,
believes that tax increases are

needed to help the government
control inflation.

/I believe that the President's

recommendation is badly timed.
The experience of the last year

indicates quite plainly that a cash

budget surplus is far less needed
to control inflation today than a

year ago. A year ago, even the
much larger surplus, as the gov¬
ernment used it, failed to halt the
rise in prices. During the last six
months of 1948, however, when
the cash budget surplus was run¬

ning at the annual rate of $4 bil¬
lion, the movement of prices was
downward. The need for a cash

budget surplus in 1949 will be
even lezs than in 1948, especially
if there is a moderate drop in pri¬
vate investment. Adoption of the
President's recommendations' for

$4 billion in taxes, principally to
come from corporations, would
tend substantially to raise the cash

budget surplus. In addition, it
would make more certain a drop
in businessexpenditures on

plant and equipment and the drop
would be accentuated. . Those

expenditures have, of necessity,
been financed in large measure

either out of profits or out of bor¬

rowed cash because the public will

buy shares in American industry
only, at prices--which make new-

share capital for most concerns

prohibitively expensive. The in¬
crease in taxes would cut profits
and simultaneously would limit
the ability and the willingness of
some companies to borrow. Since
the economy now seems to be in
a state of balance, the President's
tax proposals, if put into effect
now, would virtually assure that
the country would experience at
least a mild recession—unless the
tax increases were accompanied

by a considerably larger rise dm

government spending than the
President apparently has in mind.
What about a year from now?

By that time government expendi¬
tures will be considerably larger.
Will not an increase-in taxes be

needed then? Would it pot be wise
to vote for tax increases now to

become effective on Jan. 1, 1950?
It is important that the tax in-

.(Continued on page 71)
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Irving S. Olds

Business and Finance: Speaks ilfteir: the Turn of the Year
proposal don't understand is that the $5 billion which
we.must appropriate annually to pay the interest upon
the national debt is itself greater by far than the total
expenditures of government in the prewar days. Indeed,
it is more than twice as great as the entife cdst of
Congress, the United States courts, the executive offices
of the President, and all the civilian departments and
agencies of the government. y.:7:A'V'v.'77
Economies of expenditure doubtless can and surely.

should be made. But the cold fact is that with all the
economy in the world this budget can riot be sufficiently
cut to make any substantial reduction'of government
expenditure without impairing the, power of the gov¬
ernment to carry out its commitments for world peace
and the preservation of a sound domestic economy.
This is why we need increased taxes. The Govern¬

ment miist have the revenue to support its international
and domestic obligations. The manner in which the cost
of government is increasing at every level, altogether
aside from the international burden of the Federal Gov¬
ernment, was dramatically illustrated earlier this month
when Governor Dewey of New York submitted to the
New York State Legislaturefthe largest State budget in
history and when Governor Earl Warren of California
also announced the broad program of social welfare
legislation which he is advocating for his State. : ' !
;■! With ^ respect to labor, the purpose of this Congress,
I am' sure, will be to paSs a labor relations act that will
be fair both to management and .to labor.. Those of us
who have asked for. the repeal of the Taft-Hartley Law
havd :ddhe;sb' in the conviction' that this law, if not so
•designed, certainly had the effect of impairing and un¬
dermining the legitimate rights-of labor, We can, I be¬
lieve,'have a law which will do justice to all. 'i have
no hesitation in expressing the opinion that the majority
of the -81st Congress is neither reactionary nor radical,'
but that its purpose under the leadership of President
Truman will- be to enact that legislation which will
make it possible to achieve the goal which the President
in his Economic Report declared to be "the greatest
prosperity for the whole country and not the special gain
of any particular group."

LAWRENCE OTTINGER
. y' .

President, United States Plywood Corporation
■ v The demand for Douglas fir plywood from the Pa¬
cific Northwest continues to be large and an active de¬
mand through 1949 is almost certain. Production, how-,
ever, has been increased from 1.300,000,000 feet in 1946,

to 2,100,000,000 feet at the present
time, with an indication that poten¬
tial production will rise to about 2 V2
billion feet by the middle, of
the year. This increase is partly due
to opportunist groups who have en¬
tered into a booming industry. There
are such groups also in the field of
distribution. The pipelines are now
well filled. Opportunist mills' prices
are down 25 to 30% and the stand¬
ard mills' prices are down about
10%. The gray market has disap¬
peared and markups at the distrib¬
utor levels are on a much more le¬

gitimate basis, enabling the con¬
sumer to buy fir plywood at prices
which are probaly anywhere from
25 to 50% less than has been the

case during the period of scarcity.
In the field of hardwood plywood there has been no

great increase in production, prices never advanced dis¬
proportionately to costs, demand is good and is likely
to remain so during the year. . . ;7. >:

; 7 Assuming that the business for the year is reasonably
good, it will be a good year for well-established, low-
cost manufacturers of plywood but it will present diffi¬
culties for the opportunist fringe which has neither the
manufacturing know-how nor the established clientele.

CLIFFORD E. PAIGE

President, The Brooklyn Union Gas Company p
The year 1948 was a year of achievement in the Ameri¬

can gas industry. More customers were served by the
gas utilities than ever before, sales of gas and gas ap¬
pliances were remarkably high, and capital expenditures
for construction and expansion of gas , " .

utility systems surpassed any previ¬
ous annual figure in the history oS
the industry.
At the end of 1948 gas utilities

were serving 22,689,800 consumers,
an increase of 4.1% over 1947; and
total revenues of gas utilities reached
an all-time peak of $1,559,624,000, a
gain of 11.7% over 1947. In 1949 the
major task will be to work; toward
meeting this record public demand
by continuing expansion of industry
facilities.
The expansion program is of enor¬

mous proportions. The industry has
estimated its capital requirements for
construction and capital financing for ' clifford E. Paite-
the five year period, 1948-1952, at -~

$3.3 billion. ' The completion of this program would raise
capital investment in the gas utility industry to approxi¬
mately $10 billion. • " ; ■"
Against this background of achievement in 1948 arid

continued expansion in 1949 the outlook for the gas in-
;. - '• < (Continued on page 72) '

(Continued from page 68)

although no more than nominal deliveries will be made
before the following year.

An increase in business is looked for in the other new
commercial lines of Fairchild among which are: pre¬
cision potentiometers, medical cameras and equipment
and special cameras. This, increase should come through
additional orders for products recently introduced and
new products to be introduced during the year. The
postwar program of new commercial products has taken
more time than originally contemplated but is now be¬
ginning to produce results. While the combination of
more government business, plus an increase in cormner-,
cial business, should result in an increase in the volume
of new business received only a modest increase in
invoicings is anticipated.

IRVING S. OLDS

Chairman of the Board, United States Steel Corporation

United States Steel stands on the threshold of another
year with the expectation of bettering during 1949 its
steel production record for 1948, which established a new
high for any peacetime year.

Steel capacity is important, of
course, but it is actual steel produc¬
tion which furnishe. steel to those
who are in need df this'basic prod¬
uct in these days of high demand.
United States Steel's record peace¬

time steel production and shipments
of steel products during 1948 reflect,
in part, the completion of a substan¬
tial part of its large postwar program
of additions and improvements to its
facilities. This construction pro¬

gram, which was begun soon aftfer
V-J Day, will involve total expen¬
ditures of more than $900,000,000 by
United States Steel. The size and
character of the construction pro¬

gram represents United States Steel's
~~~

[aith in the future of this country.

To the end of 1948, we have spent more than $650,000,000
for additional and improved facilities under this program.
It has long been the policy of United States Steel to

maintain facilites to satisfy, so far as possible, the de¬
mands of its customers for steel products of every sort.
The great forward strides achieved both in capacity and
production since the end of the war, in spite of crip¬
pling strikes in steel plants, coal mines, and in the plants
of our principal suppliers of equipment, have been fullv
recognized by most users of steel. -
Nonetheless, the extraordinary demands for steel for

domestic, foreign and defense purposes; for reconstruc¬
tion, replenishment of inventories, and for current con¬
sumption at home and abroad; and for countless new
projects of great importance to the nation's future, have
occasioned the allegation that the steel industry has
failed sufficiently to increase its productive capacity.
Production figures speak more eloquently than theoreti¬
cal capacity figures. The facts are that in 1948 the steel
industry provided users with approximately 65,003,000
tons of finished products, a considerably greater tonnage
of finished steel than in any other peacetime year. This
record-breaking achievement in 1948 should be com¬

pared with shipments of 35,000,000 tons of finished steel
products in 1939, or with shipments of 46,000,000 tons
in 1940, when national defense and foreign military de¬
mands first appeared in noteworthy volume.
Major additions and improvements undertaken in all

parts of the country by subsidiaries of United States
Steel can be summarized as follows:

In the Pittsburgh district, major additions to sheet
steel producing facilities have been completed at the
Irvin Works of Carnegie-Illinois Steel Corporation, and
will improve this plant's ability to produce cold rolled
strip and other steel products. At the Vandergrift (Pa.)
Works of the company two continuous coil annealing
lines, a 54-inch cold reduction mill, and a temper rolling
mill have been installed to concentrate and facilitate
production of silicon steels for electrical transformers,
motors and generators, while outmoded galvanizing fa¬
cilities were discontinued.

A new continuous-coating heavy-gage galvanizing
line was placed in operation at Irvin Works, and a sim¬
ilar line for production of light gage galvanized steel
will be in operation there in a few months. At the
company's Clairton (Pa.) By-Products Coke Plant, two
batteries of coke ovens have been entirely rebuilt and
a new additional battery constructed.
Marked progress has been made in the construction of

important new facilities of National Tube Company at
Gary, Ind., and Lorain, Ohio. At Gary, the No. 2 seam¬
less pipe mill has been modernized and rebuilt and is
now in full production. At Lorain, a new buttweld mill,7
three new batteries of by-product coke ovens, and a

large modern pipe warehouse have been completed.
Under construction are new soaking pits, a new bloom¬
ing mill, a revolutionary new continuous seamless pipe
mill and three new Bessemer converters, these facilities
to be completed in 1949.
In the Chicago district, two new blast furnaces were

completed to replace two smaller furnaces, adding sub¬
stantially to the iron-producing capacity at-the South
Chicago Works of Carnegie-Illinois. At the Gary (Ind.)
Works, where No. 6 and No. 7 furnaces previously were

enlarged, the company' is enlarging the No. 4 furnace
from 800-ton to 1,500-ton daily capacity, and additions

of turbo blowers and other technological improvements
have substantially increased blast furnace operations.
A new four-stand tandem rolling mill v^as completed

at the Gary Sheet and Tin Mill of the company, with
all necessary auxiliary equipment. A new battery of
by-product ovens was installed at Gary Works. 7:;'>.77
A new stainless steel wire mill was nearly completed

at the Waukegan (111.) Works of American Steel &
Wire Company. ; ■ ;:;-;-;7";r
Extensive modernization and additions to facilities

have been completed or are close to completion at the
Fairfield (Ala.) Works of the Tennessee Coal, Iron and
Railroad Company, which include facilities ,for the pro-
duction of cold-reduced sheet not heretofore produced
by this company. A new coal mine at Concord; Ala.,
near Birmingham, also is near completion, and will
be among the largest mines in the Southern soft coal
fields.
A new research laboratory was equipped and placed

in use at Duluth, Minn., by Oliver Iron Mining Company.
A pilot plant was installed at its Trout Lake concen¬

trator at Coleraine, Minn., to improve and beneficiate
lower grade ores, and a new ore washing plant was
placed in operation at Mountain Iron, Minm, which to¬
gether added 3,002,000 tons of iron concentrates to the
ore produced by Oliver last year. : ;
Additional steel producing facilities are under con¬

struction at the American Steel & Wire,' Company's «

Duluth Works which will increase the annual steel ca¬
pacity of that plant by 35%. In Cleveland, the company
has installed more cold rolling equipment for highly
specialized strip steel at its Cuyahoga Wojrks. i At the
Joliet (111.) Works, the Wire Company; lias installed'
additional capacity for the production of intermediate ■

sizes of low carbon wire. ,"7 . 1 |;, -r „ 1
Conversion of 'the plate mil.l of the Gepeva (Utah)

Plant of Geneva. Steetl Company to the production of 7
hot rolled coils was virtually completed at the year-end.
Shipments of hot rolled coils made at Geneva to Co¬
lumbia Steel Company's new cold reduction sheet and
tin plate mill'at Pittsburg, Calif., wilj begin; in the first •

quarter of 1949. The second phase of the Geneva con¬

version, entailing rearrangement of facilities in the
plate finishing end of the mill to provide for more
efficient handling and finishing of plate, will be under¬
taken in the near future.
The new Columbia sheet and "tin plate mill at Pitts¬

burg, California, was formally opened in October, and -
the site for another cold reduction sheet mill of equal
importance was acquired by Columbia in the 'Los
Angeles area and work on this new mill is now in
progress. Some 01 the'major units for this new mill were
ordered months ago. '••••'• >,7 7 7 .7/-:
There have been numerous other additions and im¬

provements to plant, auxiliary,\warehousihg and other
facilities by these and other United States Steel sub¬
sidiaries. So long as the nation's need for steel con¬

tinues to grow, United States Steel intends to do its part
to supply its customers, large and small, old and new.

HON. JOSEPH C. O'MAHONEY
U. S. Senator from Wyoming

If the 81st Congress will concentrate its attention, as
I think it will, upon the fundamental objectives of
Truman policy, no substantial group in the country will
have any reason to fear the legislative program. i -

President Truman both in his
State of the Union message and in
his economic message has made it
clear that his purpose will be, first
of all, to use the powers and func¬
tions of government in the effort to
establish international peace, and,
secondly, to maintain a sound na¬

tional economy here at home.
The two are inseparable. We can

not have peace unless we have a

sound economy, and we can not have
a sound economy unless we estab¬
lish world peace.
I am aware that many business

leaders "view with alarm" some of
the legislative proposals made by
the" President, and they may feel
that what they call government

spending and wasteful Federal operations should be
curtailed. A cold analysis of the President's budget re¬
veals the fact that like every budget message which he
has submitted, it is an extremely tight one.
It is greater than the budget of last year, not because

Truman wants to spend for the sake of spending, but
because the international obligations which we have
assumed compel the expenditures which he advocates.
Surely observers have not overlooked the fact that some
of those who criticize the budget in its over-all aspects
as being too large criticize at the same time particular
items because they are too small. Take, for example,
the appropriation for the United States Air Forces. I
think there is substantial agreement in Congress and in
the country that we must maintain a large and efficient
air arm. Yet the President has submitted a budget for
this purpose which is substantially below that Which
Congress would readily approve. His purpose was to
hold expenditures down.
It must not be overlooked that 80 cents out of every

dollar of the appropriations of the 80th Congress now
being expended go for war-connected obligations — for
the care of veterans, the maintenance of our armed
forces, the payment of interest upon the national debt.
These are all inescapable.
What the critics of the budget and the tax increase

Lawrence Ottinsrer

Sen. J. C. O'Mahoney
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Can Stability Be
"

(Continued from page 69) <

creases do not take effect before
the new expenditures for which
thevy are intended to pay. It is
impossible, however, to judge the
economic condition of the coun¬

try a year hence. Possibly at that
time inflationary influences will
be weaker than today—so weak
that no cash budget surplus should
be tolerated. Much depends upon
weather and the size of crops,

If the weather is good, crops will
be very large. It is reasonable to
suppose that the most urgent part
of'the demand which accumulated

during the war is the part which
was first satisfied and that, as

time passes, the accumulated de¬
mand which remains represents a

less and less urgent desire • for
goods. On the other hand, one
must recognize that if there is a
moderate postponement of many
kinds of buying during the first
half of 1949, the second half of
the year could be made quite ac¬
tive by persons or enterprises who
had decided that they had waited
long enough. In that event, the
country might need a moderately
large cash budget surplus next
year.
The President has recommended

that Congress broaden and liber¬
alize the present social security
laws and in that connection that
it increase the employment tax
rate and raise the upper limit of
increases to which this tax ap¬

plies. The increased yield (ex¬
clusive of taxes for health insur¬
ance) is estimated at about $1.7
billion a year. This is substan¬
tially in excess of the immediate
increase of disbursements as a

result of liberalizing benefit pay¬
ments. The President's recom¬

mendations on social security are

wise and they should be enacted
at once because reform of the so¬

cial security system is overdue.
Nevertheless, one should bear in
mind that the immediate effect
of this reform will be substan¬

tially \o increase the cash budget
surplus. v\'v .■;! '■&
Even if the President's budget

recommendations are adopted and,
in addition, substantial amounts are
made available for arms to Europe
and far more liberal social secur¬

ity benefits, the large yield ,of
higher social security taxes and
the growing yield of most existing
taxes will cause the budget for
the fiscal year 1949-50 to show z
cash surplus of SI billion or pos¬

sibly even $2 billion. If the yield
of present taxes turns out to be
less than expected, that would ir
itself be an indication that further
tax increases at the present time
would be dangerously deflation¬
ary. Furthermore, even a small
cash budget surplus can be made
quite deflationary provided it is
hoarded by the government oi
used to pay off part of the debt
held by the Reserve Banks. Ir
view of the present state of rough
balance tin the economy and in
view also of the impossibility of
judging the state of the economy
a year hence, it would be wise a1
the present time to make no tax
increases beyond those required by
the reform of the social security
system and to wait until the be¬
ginning of 1950 before deciding
what tax changes, if any, are re¬

quired by the country at that time

VII

^et-me conclude these remarks
byf making one or two observa¬
tion^ about long-rterm trends. The
American economy has always
been a rapidly expanding one. In
forty-four out of the sixty years
between 1889 and 1948, inclusive
the national product, expressed in
dollars of constant purchasing
power, was greater than in the
preceding year. Output per man-
hour has increased on the aver¬

age of about 2% a year—in some

decades considerably more. Out¬

put per capita has grown almost
fast. Between 1889 and 1920;

for example, output per capita
more than doubled.

It is plain that such a large in¬
crease in output can be accom¬

plished only by improving man¬

agement and by giving men more
and better equipment with which
to work. In 1929, for example,
capital per worker, expressed in
dollars of constant purchasing
power, was about 2.1 times as

large as in 1889. It is the use of
large and increasing amounts of
capital and constant improvement
in the quality of capital which
has permitted the people of this
country, who are only 6% of the
world's population, to produce be¬
tween one-third and two-fifths of
the world's goods. Thanks to tech¬
nological progress, output per
worker has increased a little
faster than capital per worker.
The time has come, I think, for

all parts of the community to give
consideration to the rate at which

they believe it possible and de¬
sirable for per capita output to in¬
crease, and to decide how best to
achieve this increase. The de¬
cision should take account of the
enormous international obliga¬
tions which the United States has
been compelled to assume and of
the large demands being made on

industry for more goods for do¬
mestic consumption. The wage
demands of trade unions, for ex¬

ample, are in reality a demand
that industry increase its output
more rapidly because only through
more output can these demands
be translated into higher real
wages.

In 1948 the expenditures of
business on plant and equipment
were at record-breaking levels.
Despite this fact, however, these
expenditures did not represent
quite such a large fraction of. the
gross national pfoduct as they did
back in 1929 or throughout, most
of the years of the twenties. At
the same time the proportion ot
gross national product going to
consumers was smaller than in
1929—about 70% tin comparison
with 75% in 1929. The difference
is made up by the tincrease in the
proportion of the national produce
consumed by the local, state, and
national governments. This rose

from 8.2% in 1929 to 14.0% in
1948. /It"
I do not believe that it will be

feasible in the foreseeable future
to reduce the proportion of the
national product consumed by the
government. Fortunately, some of
the expenditures of the national
government tend to increase the
national product, partly because
they provide the country with
productive capital, such as roads,
and partly because they acceler¬
ate technological discovery. Nev¬
ertheless, it is plain that the coun¬

try is confronted with the,problem
of deciding how much of ;ther re¬
mainder of the national^ product
shall be used to bring abqut ,in¬
creases in the product and, what
part of it shall be used for imme¬
diate consumption. The "ahswer to
this question will depend (1)
partly upon how rapidly the coun¬

try wishes its output to grow and
(2) partly upon how rapidly it
achieves technological progress.
The more rapidly it wishes its
product to grow, the more rapidly
it will need to accelerate its plant
and equipment. On the "other
hand, technological progress will
tend to limit the amount of capi¬
tal needed to achieve a given in¬
crease in output.
It would be a blunder, I believe,

for the country to underestimate
its need for future output; There
are two reasons for this conclu¬
sion. One is that the international
obligations of the country are
bound to require substantial in¬
creases in output. The other is
that small differences tin the rate
of increase in output soon make

very large differences in the

standard of living.- At the end of

20 years, for example, a 2% an¬
nual increase in output per capita
would mean a rise of about 49%,
but a 3% annual increase would
mean a rise of about 81%.

During the last 20 years the
country has given relatively little
consideration to how the growth
and productivity of industry might
be stimulated. It is easy, how¬
ever, to point out many public
policies which have imposed im¬
pediments to industrial expansion.
It is a sobering fact that owner¬

ship of shares in American indus¬
try seems to have so little attrac¬
tion for most Americans. Outside
of the one-fifth of the labor force

represented by the self-employed,
savers do not as a rule seek to
invest their savings into , the
equity capital of industry. Conse¬
quently, the time seems to have
come for Americans to begin to
do a new kind of thinking about
their industry, about their interest
in it and about their own future
standard of living. The time has
come for Americans to develop
wide interest in the conditions oi

expansion, and to develop new

policies designed to foster expan¬
sion and to make millions of
Americans eager to own a part of
industry. Let us, therefore, begin
to do this new kind of thinking.
Let us begin to concern ourselves
with how the growth and produc¬
tivity of industry can be stimu¬
lated and to build a more favor¬

able environment for industrial

expansion. That, and only that,
is the way to achieve economic
greatness.

What's Ahead in the StockMarket?
(Continued from page 4)

are the forerunners of quite sub¬
stantial economic readjustments
that will take more than a few
months to complete.
The readjustments that occurred

in 1948 and 1947 in individual in¬
dustries are likely to be followed
oy a more general decline in busi¬
ness and commodity prices which
should begin sometime in 1949
and will run into 1950 and, per¬

haps, into 1951.
The sections of business that are

the most vulnerable are those that
have been the strongest and have
operated under the most favor¬
able conditions in 1948. Among
these I include principally con¬
sumers durable goods, housing
and producers durable equipment
of most typesv These are among
the major sectors of our economy
and their operations are important
in determining the level of gen¬
eral business. They have operated
for some months at levels far
above any normal or average that
can be expected in the future. The
recent rate of output of consumers
durable goods is several times that
of prewar. The position of some
of the products in this field may
well prove to be just as vulnerable
over the next year or two as has
been the position of many prod¬
ucts ih the field of soft goods and
services during recent months.
The restrictions re-imposed on

consumer credit at the end of

September have tended to accen¬

tuate or hasten the development
of a buyers' market in many con¬

sumers durable goods. Even the
automobile industry which is in
the strongest position among con¬
sumers durable goods is passing
the zenith of its postwar demand-
supply curve and will become
much more competitive. This is
particularly evident in automobile
accessories and in the second¬
hand car fields. Somewhat sim¬
ilar conditions obtain in the field
of housing.

Heavy Goods Industries *

The dollar output of machinery
and equipment is running at a
rate several times prewar and,
perhaps, as much as twice the
rate that may be considered nor¬

mal over a period of future years.
Plant expansion is slowing down
and, just as in the consumers dur¬
able goods field, a buyers' market
is beginning to return whether it
be for many types of factory ma¬

chinery, office equipment, or farm
implements or most other prod¬
ucts in this large and important
field. The machine tool industry
has already suffered a severe

contraction. Its experience sug¬

gests what might happen at a

later date in other branches of

these industries. Order backlogs
are still large, however, although
declining and in some industries
such as electric power generating
equipment, railroad equipment
and oil refining equipment oper-

(Continued on page 73)
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American Airlines, Inc.

FRANCIS B. DAVIS, Jr.
New York

SAMUEL H. FISHER
Litchfield, Conn.

WILLIAM HALE HARKNESS
New York?

HORACE HAVEMEYER, Jr.
Prosident
The National Sugar Refining Co.

B. BREWSTER JENNINGS
President
Socony-Vacuum Oil Co., Inc.

J. SPENCER LOVE
Chairman of the Board

Burlington Mills Corporation

ADRIAN M. MASSIE
Vice President

SETON PORTER

President, National Distillers "
Products Corporation

ROBERT C. REAM
Chairman of the Board
American Re-Insurance Co.

MORRIS SAYRE
President
Corn Products Refining Co.-

CHARLES J. STEWART
Vice President

VANDERBILT WEBB

Patterson, Belknap & Webb

CONDENSED STATEMENT OF CONDITION

December 31* 1948

ASSETS

Cash and Due from Banks ,.

United States Government Obligations ..
Stock of Federal Reserve Bank

Other Bonds and Securities

Loans and Discounts.

Customers' Liability for Acceptances
Interest Receivable and Other Assets

$234,471,102.53

217,199,198.37

1,500,000.00

4,899,700.05

256,426,530.15

2,362,460.57

2,342,934.31

$719,201,925.98

LIABILITIES —

Capital... $15,000,000.00

Surplus.... 35,000,000.00

Undivided Profits........ 15,895,511.61 - $65,895,511.61
Reserves ....' 5,174,840.57

Dividend Payable January 3* 1949 $ 600,000.00

Acceptances.. ! 2,791,812.17

Accrued Taxes and Other Liabilities*. ..... 2,341,150.60

Deposits. 642,398,611.03
$719,201,925.98

United States Government obligations carried at $19,140,249.66 in the above state¬
ment are pledged to secure United States Government deposits of $14,075,239.23
and other public and trust deposits and for other purposes required by law.

Member Federal Deposit Insurance Corporation
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dustry is encouraging. The plans of The Brooklyn Union
-Gas Company, although they have been set up to meet
specific conditions in the boroughs of Brooklyn and
Queens in New York City, are suggestive of the programs
with which many gas utilities will be concerned in 1949.
As we in Brooklvn Union begin the new year, which

marks the 100th anniversary of the gas industry in our

territory, we can report that the most important elements
of a large postwar construction program have been or
.are nearly completed. Through emergency construction
we have added approximately 87,000,000 cubic feet to
our production capacity since 1945. With the completion
of the 17,000,000 cubic feet gas holder at Greenpoint by
the summer of 1949, the Company will have probably the
largest gas holder in the world. This $25,000,000 new
facilities program we believe has been a remarkable ac¬
complishment in that it has been carried out despite
critical shortages of many materials, difficult postwar

. adjustments, and acute inflation. . , , , ,

'

We are entering )the neto year with gas and gas appli-*
ances high in public favor and esteem. In 1948 Brooklyn
Union gas sales increased 1,943 million cubic feet over
1947 and revenues from sales of gas increased $6,790,000
over 1947. Sales of gas appliances by the Company and
cooperating plumber-dealers amounted to more than $5,-
000,000 in 1948 and we hope to equal or surpass this sales
record in 1949. Automatic gas appliances, products of re-
reach and experimentation, already have developed a
strong interest and appeal to gas users.
Offsetting favorable factors of 1948 was a substantial

increase in operating costs. However, considerable prog¬
ress was made in the adjustment of rates to meet the ris¬
ing level of costs during 1948, and 1949 should bring
other adjustments. In addition, we are hopeful that a
degree of economic stabilization has come and that the
inflationary spiral is largely over.

The expansion program for the industry is of epic
proportions and the financing of this planned growth is
the most outstanding economic consideration for the in¬
dustry and for nearly all its companies in 1949. A sub¬
stantial part of this growth should be met by equity
financing and it is imperative that adequate returns on
invested capital be secured and maintained to make our
securities more attractive.

The most dramatic new development for Brooklyn
Union and for many other companies is supply of natural
gas for the Northeastern seaboard. Plans now contem¬
plate a supply of natural gas by the fall of 1950. We will
probably begin to lay pipe within our Own territory
this year for natural gas. The cost of the Brooklyn
Union installations in connection with natural gas will
be approximately $4,500,000. The change-over to a mixed
gas operation will affect the economics of the gas indus¬
try in this area, for natural gas will broaden our market
both from the point of view of stabilizing costs of opera¬
tion and increasing our capacity to meet the needs of
our customers.
Natural gas will be brought from Texas to New York

City by the Trans-Continental Gas Pipe Line Company,
Inc., over a 1,840 mile pipeline which will be built at an
estimated cost of $189,000,000. The pipe for the major
portion of the route will be 30 inches in diameter and
will require 470,000 tons of steel plate. This new line is
to be the longest natural gas pipeline in the world and
will supply 340 million cubic feet of natural gas daily to
gas utility companies in New York, New Jersey and
Pennsylvania. ,

Laying this great steel pipeline is an undertaking that
catches and holds our imagination for it is an operation
that is in the great tradition of American business and
development. Not only are we planning now for the
physical additions to our plant and distribution system
which will handle natural gas when it arrives, but we
are also making detailed studies of the market for the
best use of this additional gas supply. The introduction
of natural gas into the New York City area will be of
material benefit to this community. ' • . : -

JAMES W. PARKER f
President & General Manager, The Detroit Edison Co.

Continued expansion of facilities to meet a .record
public demand and to restore a prudent margin of re¬
serve capacity will be the chief activity of the electric
utility industry and The Detroit Edison Company in
1949. Our company, through our
recent sale of Debenture Bonds, has
successfully obtained the money to
finance our program until the fall
of 1949. We have received permis¬
sion from the Michigan Public Serv¬
ice Commission to increase our rates
about $13,000,000 based on 1948 vol¬
ume of business. This is the first

general increase in rates since the
inflationary period following World
War I. Barring another round of
large price and wage and tax in¬
creases The Detroit Edison Com¬

pany's earnings should compare
very favorably with previous years
and perhaps some of the earning
power enjoyed by the company

prior to the depression of the early
'30s will again become a reality.
Our present expansion plans call for the installation

of four generating units and necessary, distribution
equipment plus a new 100.000 kilowatt interconnection
with Consumers Power Company and for increasing
the existing interconnection from 50,000 kilowatts to

James W. Parker

100,000. There has been no curtailment whatsoever of
electric supply in our service area and although the
estimated increases in demands in the immediate future
are high, we believe that our present program of ex¬

pansion will meet these needs and also restore our re¬
serve capacity to a more normal amount. We have
geared our construction program so that if there is any

slackening in demand by our customers we can imme¬
diately slow down our progress. Unlike an industrial
firm, we must meet all demands of our customers even
if our investment costs are relatively high. Thus this
matter of plant expansion at present price levels is seri¬
ous business. We are ever mindful of a rate controversy
in the early '30s where the issue was our right to earn
on unused capacity.

Our service area is well known as a metal working
area and no let up in the demands for the hard goods
type of product is expected for some time although there
might be some drop in the demand for soft goods. Any
shift in retail buying from non-durables to durables

, means business for our company and the trend is seem¬

ingly that way. 4

HOWARD P. PARSHALL

President, Commonwealth Bank, Detroit, Mich.

As to the prospects for business during the year 1949,
I would first like to cite some figures obtained from the
Detroit Board of Commerce.

Employment in the City of Detroit in December 1948
showed a gain over the year previous of 59,000. Using
the period of 1923-1925 as a measuring stick and calling
Detroit employment figures for that period 100%, in
November, 1948 our employment in this city was 152.7%.
Detroit reached its peak employment Sept. 15, 1943, when
606,000 people were employed. It is my understanding
that quite a few of these were trainees. In November,
1948, 521,000 people were employed. ,

Just a few more statistics. Based on the 1923-1925

average, average employment in Detroit in 1946 was

123%; in 1947, 134%; in 1948, 152%. The average pay¬
roll for the same years in Detroit to manufacturing em¬

ployees: 1946, $50.72 per week; 1947, $58.64 per week;
1948, $67.76 per week. ' ' /
It appears likely that the automobile business will be

be good in the City of Detroit for the year 1949. We
believe that the automobile companies will produce as

many automobiles as possible with the amount of steel
that will be available for that purpose. Cars are some¬
what easier to obtain at the present time than they
were a year ago. Large truck production may show a
tapering off. We also believe that there may be a

; tapering off in this area in the production of stoves,
washing machines and refrigreators.
In conclusion, we are of the opinion that while there

is undoubtedly some tapering off in business in this
area, 1949 will be a good year with employment high
and wages good. Our whole economy is beset by forces
of inflation and deflation of comparable strength, and
any action that our government may take in regard to
taxes, controlled economy, etc., could have a pronounced
impact in either direction.

B. K. PATTERSON

"President, St. Joseph Bank & Trust Co., South' Irtd.
With the exception of a few stubborn pockets of resist¬

ance, the year 1948 witnessed the complete disappear¬
ance of the longest sellers market in history. This fact
is of the utmost significance to anyone attempting to
peer into the future and foretell
what the coming year holds in store
for business. It means, for instance,
that manufacturers must produce
better merchandise to meet the keen

competition which is rapidly devel¬
oping. It means for retaliers closer
buying, more skillful merchandis¬
ing, more aggressive selling. It marks
the end of the era of synthetic
service, poor workmanship, inferior
quality and fantastic design. And it
heralds the beginning of a desperate
battle against rising costs which
must inevitably follow in the wake
of the change.
Many alert businessmen have

quietly anticipated this shift and
planned accordingly. Their concerns
have turned the corner with strong cash positions, clean
receivables, balanced inventories, highly geared sales
organizations, and overhead expenses shorn of all non¬
productive items. Businesses such as these, and fortu¬
nately for the economy there are many of them, will in
our opinion, prosper during 1949.

Opposed to these are a sizable number of businesses,
however, whose owners and managers have been slower
to recognize the changes which have taken place. They
are today's problem children for banks, credit men and
vendors. If a high percentage of these businesses fail,
the result could very adversely affect business as a
whole. If, on the other hand, a goodly portion of the
marginal operators take immediate steps to right their
courses and the businesses weather the storms, if will
do much to brighten the 1949 picture. Only time can

answer this question.
The trend of Administration policies is another factor

which will definitely affect business, hence must - be
taken info account by anyone attempting to forecast
1949 possibilities. Deficit treasury financing seems as-.-

B. K. Patterson

W. A. Patterson

sured by increasing support of ECA, further subsidies
to farmers and the threat, at least, of a broad federal
housing program. Such a course literally assures a con¬
tinuation, for the time being, of "cheap" money which
means of course a high wage scale, comparatively high
prices and mild pressure in the direction of inflation.
Thus buying power at present levels appears certain and
demand for commodities should remain strong even

though more selective. Should these policies be carried
out as outlined, the result will be continued high de¬
posits in banks, ample funds for loans and general con¬
ditions very similar to those prevailing during the lat¬
ter part of 1948.

We start the year then with a buyer's market and its
resultant problems; business spotty as to strength and
preparedness; inflationary trends of sufficient force to
insure high wage scales; buying power and demand in
sufficient strength to assure a good volume of sales, and
the certainty of high overhead costs.
From these ingredients, good operators will be able

r. to,produce profits which will be completely satisfactory.
Operators who are less competent will find the year dif¬
ficult if not actually disastrous. The net average of the
two groups will, in our opinion, add up to "fair" on the
ledgers of American business.

W. A. PATTERSON

President, United Air Lines

From the standpoint of traffic volume and dependabil¬
ity of operations, 1949 can be a banner year for the
airlines. This does not mean that there necessarily will
be any improvement over the sorry earnings situation
of 1948. The airlines, with their re¬

spective houses in order, can only
look to the Civil Aeronautics Board
for an answer to the financial ques¬
tion of "where do we go from here?"
Indications are that, in the new

year, air travel will at least achieve
the 1948 level and perhaps go higher,
even though surface travel - may
continue to decline. Air transporta¬
tion's penetration of the total travel
market has been increasing year by
year; In the prewar year of 1941,
13.9% of all first class inter-city
travel moved by air. In 1947, the
airline portion was 36.7%; in 1948,
it was 39.8%. In 1949, according to
our calculations, it should go still
higher, not only because of the nor¬
mal increase of public acceptance of air transportation
but because of the over-all increase in the value of the
air travel dollar.

Much of that value was added in 1948. The airlines
made significant improvements in regularity and de¬
pendability of operations. For the first time since the
war years, they were able to give prompt service on
space requests to travelers and shippers. New planes
increased the comfort, speed and capacity of the nation's
air fleets. Frequency of service reached new highs.
Improved technological devices aided "on time" per¬
formance. And, uhrealistic as they may have been, air
fares continued to give the airline patron an extremely
good bargain. Round trip discounts, family fare plans,
elimination of premiums on de luxe non-stop flights, de¬
creased air freight rates—all contributed to the increased
economy of air travel and shipping. .

In the matter of dependability and regularity of opera¬
tions, United Air Lines' experience was typical of gen¬
eral airline progress. In 1948, we flew approximately
96% of our scheduled mileage for the year and aljnost
70% of all flights were completed on time or within
15 minutes of scheduled time. In 1947, we completed
94% of scheduled mileage and only 30% of all flights
were completed within 15 minutes of scheduled time.
As for improved efficiency, United again may be cited
as an example. As against the- prewar year of 1941,
employee efficiency was up 50% .and equipment, utiliza¬
tion, 21%. And,"despite a 67% increase in wages, plus
an 80% increase in the cost of materials, operating costs
per revenue ton mile were held to only a 2% gain
as against 1941. j
Continued increases in air freight, air express and

airmail volume should be the order in the new year.

Air freight, which almost doubled in volume in 1948,
is finding steadily increased acceptance on the part of
all types of businesses. Air express gains also are ; to be

expected under the present level of the nation's econ¬

omy. Airmail volume has been substantially increased
through the addition of air parcel post service.
In 1949, the airlines must continue to make safety,

regularity and dependability their prime objectives.

They also must further improve both the efficiency and

economy of their operations. Meanwhile, they will con¬
tinue to look to the Civil Aeronautics Board for some

constructive action which will straighten out the muddle

of inadequate airmail pay for trunk line carriers, exces¬
sive competition and what too often has been inept

regulation of the nation's airlines. We can only hope
that this agency, charged by Congress with the respon¬

sibility of assuring an economically: sound air trans¬

portation system, will carry out that mandate in the

coming, months. ~ . , ... ...
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Warren Lee Pierson

WARREN LEE PIERSON
Chairman of the'Board Transcontinental & Western Air,

Inc-

As the new year begins, there are increasing signs
that the airline industry has turned the corner econom¬

ically and that the earnings picture for 1949 will be
Probably no industry entered the

postwar period of reconversion with
greater optimism, and none has suf¬
fered greater disappointment. For
the past three years the nation's air
carriers have presented the para¬
doxical spectacle of a young and
vital industry, the products of which
are in great public demand, suffer¬
ing heavy losses in the midst of gen¬
eral prosperity.
It is now clear that the campaign

of expansion jointly visualized by
the carriers and the regulatory au¬
thorities after V-J Day was over-
ambitious. The sel|ers' market for
both surface and air transportation
came to an end within a year, leav¬
ing in its wake a chaotic competitive
situation with a number of new certified lines and a

horde of largely unregulated carriers in the field. Mean¬
while, the airlines found their expansion and recon¬
version plans disrupted by the inflationary spiral and
a host of unforeseen troubles associated with the train¬
ing of thousands of new employees and .inauguration of
new and faster equipment. To top off these woes, their
compensation for transporting airmail had been reduced
in 1945 to a fraction of prewar rates.

Besieged by steadily rising costs which could not be
passed, on to patrons, and with airmail revenues greatly
reduced, the industry experienced a combined oper¬
ating deficit of nearly $6,000,000 in 1946 and more than
$20,000,000 in 1947. Final figures for 1948, when avail¬
able, will show a substantial deficit for this year also.
Because of unsatisfactory earnings, extensive borrow¬

ings were necessary to finance the expansion program,
and the combined debt of the 21 major carriers, neg¬
ligible in 1945, had increased to more than $263,000,000
as of June 30, 1948.
But although the results cannot yet be seen, substantial

progress has. been made in the past year toward over¬

coming .These problems. One of the most encouraging
developments was the appointment of two new members
and a new Chairman of the Civil Aeronautics Board.
The Board as reconstituted has proceeded vigorously to
deal with the responsibilities entrusted to it by Congress.

Among these responsibilities is the establishment of
mail pay adequate to permit the proper development
of an air transport industry in keeping with the needs
of the national defense, the postal service, and the com¬
merce of the United States. The new Board has ex¬

pedited action on a number of long-dormant applications
lor mail pay revisions, and a pattern of mail compensa¬
tion attuned to present conditions should emerge in the
near future.

The Board also, through public statements of its Chair¬
man, Hon. Joseph J. O'Connell, Jr., has indicated its
awareness of the perils involved in the present over-

supply of air transport services and its general plans
for dealing with the problem. It is generally agreed
that correction of this situation is fundamental to a

healthy industry, and the Board's attitude is most en¬

couraging.

But a major part of the cure for the airlines' diffi¬
culties must be supplied by themselves. During the past
year impressive strides have been made in improving
the reliability and comfort of the service offered the
public. > The number of employees has been reduced .1

from the postwar peak, but those remaining constitute a

highly trained and disciplined working force whose
courtesy and efficiency is unmatched by any other
transportation group.

Great progress has been made in introducing tested
business methods into the industry. To date, the con¬
stant climb of price and wage levels has tended to mask
the achievements of modern cost-control, but unceasing
efforts are being exerted to accomplish greater efficiency.
Now that prices and wages appear to be reaching sta¬
bility, the effects of the new methods already introduced
and those in process will become increasingly evident. ;
Above all, managements are expanding their sales ef¬

forts and reaching out for new sources of traffic and
revenues. Vast markets for air travel are yet untouched,
and the rapidly growing volume of air freight will con¬
tribute heavily to revenues in the future.

These expanded sales efforts must depend primarily
upon revitalized sales forces, adjustments of rates and
fares to encourage new types of traffic, and favorable
public reaction to the speed and reliability of airline
service. However, it will be influenced to a great extent
by the success which the airlines together with the rail¬
roads, experience in inducing the new Congress to repeal
the repressive wartime transportation taxes. These taxes

were intended to restrict travel and shipping, and have
outlived their usefulness. Their repeal would be a boon
not only to the airlines and surface carriers, but also
to the general public which is forced to pay these taxes
for travel and shipment of freight. .V/ •

W. T. Piper

W. T. PIPER

President, Piper Aircraft Corporation
Most industries 7re old enough so that there is a

background of experience that permits reasonable fore¬
casts of future activity. This is not true with private
flying. Our development has been marked by a series

of peaks. and depressions. Little
progress was made in aviation from
1903 until World War I when the
United States spent immense sums of
money and trained thousands of
fliers. This was followed by the pe¬
riod of barnstorming with surplus
Army planes. Lindberg's flight in
1926 created immense interest in.
flying, causing great activity for a
few years but which ended with the
financial collapse in 1929. During
the depression years only a few
hundred planes per year were pro¬
duced by all makers of civilian
planes. With the approach of war,
the Civilian Pilots Training Program
doubled and then redoubled the out¬
put of little planes. The War stopped

all construction of small planes.
The 25,000 civilian planes were worked to the limit

and a pent up demand for new ones was created. In
1946 and 1947 around 35,000 new planes and an equal
number of war surplus planes were sold. This glutted
the market as there were not sufficient ground facilities
—hangars and fields—for such rapid growth. In 1947
the sale of planes fell off and in 1948 sales have been
still harder to make. 'y •^'7''.•
Since most or the planes built first carried two per¬

sons, that market was glutted first. Comparatively few
four-passenger planes were built until this year and' those
available were comparatively easy to sell and many
people have concluded the trend is all toward the larger
planes. Ten different four-passenger planes are- now
on the market and that market may be over supplied
shortly.
Without doubt the light plane industry is facing a

tough period.- The GI training program was gradually
shrinking and the Veteran's Administration has made it
difficult for new students to start flying, thereby severely
injuring many of the small operators. Many things are
working to correct the present condition.
A large number of new airports and hangars are being:

;i built, especially in the Midwest. Lack of hangars is also
retarding the sale of new airplanes but this condition is
being corrected. Obsolescence, ordinary wear and tear,

• o (Continued on page 74) •

What's Ahead in the StockMarket?
(Continued from page 71)

ations will continue high beyond
3949. .

In a boom of such large propor¬
tions, it takes time for the infla¬
tionary pressures to spend them¬
selves and for that, reason 1949
may prove to be a transition pe¬
riod rather than a period of sharp
decline. The volume of business
could still remain large even
though lower than that of 1948.
If we try to judge the extent

and r length of a more general
business decline that may begin
in 1949 we again have to reckon
with a number of extraordinary
and new economic and political
factors, just as we do in apprais¬
ing or analyzing the boom itself.
Defense spending and foreign aid
may decline sharply in the next
several years which would tend
to intensify business readjust¬
ments; On the other hand,h.the
Administration .is committed to
the maintenance of a prosperous
and stable economy because to do
otherwise may have serious polit¬
ical consequences both at home
and. abroad. The powers now
available to the government to
accomplish this may prove insuf¬
ficient but additional powers will
be, asked for and,, granted. Even
then, I doubt that we shall be able
to prevent a considerable down-
Ward readjustment from occur-,
ring during the next two or three
years.■' It will not be a major de¬
pression but it will surely be con¬
sidered more than a recession!
.-. For more than two years the
stock market has been in the
process of trying to discount the
decline in business and commod¬
ity prices which will follow this
boom, The size of the boom and
the only too obvious and numer-

, ous distortions and maladjustments
"•that - have ' developed and -need

correction have been the chief
barriers to a more optimistic re¬
flection in the stock market of
record earnings and dividends.
The sequence of recovery and
boom by individual industries
leading to peak profits in some
industries at the same time as

other industries showed declin¬
ing earnings or even losses have
tended to keep the investment
public in a jittery state of mind.
I believe that the stock market
has correctly appraised the char¬
acter of the boom and the future
downward readjustment in earn¬

ings and dividends that will1 take
place. As a result of the severe

declines that , have occurred in
most stocks, they already discount
a considerable drop in business
and commodity prices, i< In fact,
present; yields of good stocks as

high as^5 T° 10% come only at
times when a considerable business
decline is in the offing or during
a period when business is declin¬

ing but when dividend rates have
not y^t been reduced in line with
lower earnings.

Desultory Action in Stock Market
1

V to Continue !
I do not expect that stock prices

in 1949 will enjoy an important
advance from present levels. They
are more likely to continue to-act
in the same desultory fashion as

they did in 1948. For the year as
a whole, they may well range
somewhat below the range of
1948. I do hope that a great many
individual stocks will reach prices
that fully: discount adverse busi¬
ness developments that may occur

during* the next year or two. If

that' happens it may give us a

basis for an important and fairly
prolonged rise in stock prices be¬

ginning late this year or early in
1950 from a level in the average
no more than 10% to 20% below
where they are now. Some stocks
are already down so far that they
may be close to their lows for
their entire bear market. Other
stocks are still high, perhaps not
in relation to current earnings
and dividends, but in relation to

the earnings and dividends that
may be reported within the next
year or two. I believe that in¬
dividual stocks will make their
lows at widely spaced intervals
just as they did during the period
1940 to 1942. >'■;
From this you can see that I

am more hopeful about the stock
market than I am about the busi¬

ness outlook. Common stocks haye
already taken a big licking and I
believe that in 1949 it will he
more and more necessary to take
a constructive attitude towards
common stocks even though the
business situation may deteriorate
and apprehension about earnings
and dividends may become even

stronger than it is now.

Chicago City Bank and Trust Company
HALSTED AT SIXTY-THIRD

STATEMENT of CONDITION

December 31, 1948
RESOURCES

Cash on hand and in Other
Banks $22,585,654.41

U. S. Government Securities. 70,671,785.04
Municipal and Other Bonds.. 285,229.69

Loans and Discounts 6,221,227.25
Real Estate Loans— ;

,

Conventional ............. 1,559,977.39
Industrial and Commercial
Real Estate Loans.,... 3;,058,280,59"

^R.F.C. Participation Loans.. 137,031.04
Federal Housing Adminis¬
tration Mortgage Loans.... 1,527,947.33

*G.I. Mortgage Loans.. ,..... 593,150.20
<.*Insui£d or Guaranteed >• ■

. by a Federal Agency. \v ; ■ '

Bank Building .............
Bank Real Estate Lease.....
Stock in Federal Reserve
Bank ' -V:'

Accrued Interest on United
States Government Securi-
ties .. ....,.V. ,7...\

Customers' Liability Under.' . . ...

Letters of Credit.
Other Resources

r

$93,542,669.14

$13,097,613.80
581,694.43

1.00

60,000.00

TOTAL

455,054.33

; 50.000.00
. 3,496.25

$107,790,5290)0

LIABILITIES

DEPOSITS:

Public Funds $2,061,847.64

United States Government

War Loan Account 871,800.70

Federal Housing Adminis¬
tration Tax, Etc., De¬

posits . 228,817.59

All Other Deposits.. 101,476,035.28

Reserve for Taxes, Interest
and Insurance.. < : ^

Capital 1,000,000.00

Surplus .................... 1,000,000.00

Undivided Profits........... 713,485.95

Contingent Reserve w. 139,840.48

$104,638,501.21

■ 218,701.36

Liability Under Letters of
Credit

TOTAL ; ;

, 2,853,326.43

50,000,09

$107,790,329.00
Under State Government and Chicago Clearing House Supervision

-

. Member Federal Deposit Insurance Corporation .

, . , , • Member Federul Reserve System ;
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John C. Persons

(Continued from page 73)

crackups and the need for more planes for both the new
and old airports will in due time cause the industry to
recover from its present state of over-expansion. Per¬
sonal flying is too fine a method of travel for it to do
anything but continue to grow as more people learn
about its advantages. Everybody expects a compara¬

tively quiet year but in the long run there is no cause
for pessimism.

JOHN C. PERSONS

President, The First National Bank Iof Birmingham

It is apparent that supply is catching up with demand
in many industries in this section. Inventories and
accounts receivable have been steadily, although slowly,
growing. The natural consequence,' if this trend con¬

tinues, will be lower prices and
growing unemployment. Therefore,
unless some artificial stimulation is

applied to the business structure,
such as war or governmental regu¬
lation and control, I look for a grad¬
ual slowing down in business during
1949. I do not anticipate any violent
or sudden changes to take place, but
do expect 1949 to be less profitable
to business generally than 1948.
In Alabama the slowing down

process should be very gradual, as
our farmers go into 1949 in the best
financial condition they have en¬

joyed in years, due to unusually
large crops and good prices. Our
steel and cement industries continue
to operate at capacity, and have a

substantial backlog of orders. Alabama is also receiv¬
ing its share of the many industries who are locating
in the South. •

JAMES H. POLHEMUS
President, Portland General Electric Company

The indexes of future business trends which can be
found in electric utility statistics foreshadow a slight
levelling of business and industrial activity in the
rapidly- developing Pacific Northwest during 1949.

v However, utility statistics are not
infallible means of forecasting future
trends and many situations could
occur which might halt, reverse or
accelerate the levelling-off tendency
which the statistics seem to indicate.
Electrical loads of very large in¬

dustries, which increased at an

extraordinary rate immediately after
the last war and continued to do so

until early 1948, show the most
marked drop-off in growth rate.
These loads are still showing an in¬
crease but at a slower rate than
formerly due to the fact that the
postwar expansion programs of
many industrial operations are

reaching the stage of completion.
This viewpoint is borne out by the v

fact that commercial building activity in the Willamette
valley area has declined and the need for expanded elec¬
trical facilities and services for commercial structures is
not so pressing as it was a year ago, Residential build¬
ing, on the other hand, seems to be holding up and
shows signs of providing a continuing backlog of build¬
ing activity for some time to come. The housing problem
left in the wake of the war has not been solved in this
area and has in it the possibility of secondary effects
upon the lumber industry and building trades which
should be of advantage in maintaining payrolls through
the first half of 1949 at least.

Bolstering the foregoing is the fact that there has
been only a small slackening in the rate of residential
customer growth on the PGE system. This class of cus¬
tomers has been connected to PGE lines at the rate of
about 600 to 800 a month during 1947 and 1948, and has
tended to hover on the higher side of this range during
the last three-month period.
Another statistic of the industry that has been re¬

garded as a significant one in forecasting trends is the
percentage of delinquencies in customer accounts, inas¬
much as it can be interpreted as indicative of the living
cost pressures which operate upon the average man's
pocketbook and the latter's ability to meet them without
strain.
PGE figures in this regard show no material increase

percentagewise in the latter part of 1948, over the same

period a year ago. However, there does exist a tendency
toward an increase, and somewhat closer credit controls
have been necessary in order to maintain the percentage
at a low figure.
A reasonable amount of levelling-off in the highly

abnormal rate of postwar development in Oregon and
other parts of the Pacific Northwest may actually oper¬
ate as an advantage to the region's business potential.

So rapid has been the growth in some areas that they
have, to a more or less extent, "burst their buttons" try¬
ing to supply the services demanded by an inrushing
population. This has created financial strains upon some
industries—utilities are an example—which have been
called upon to expand at an abnormal rate. The expan¬
sion has been so rapid that certain business structures,
power facilities, transportation facilities and other
services have been rendered obsolete or inadequate

James H. Polhemus

H.W. Prentis, Jr.

much more rapidly than normally would be the case.
This naturally has contributed to higher operating costs
in many fields, with an over-all deleterious effect.
In the power field particularly, too rapid industrial

development and population growth is operating to
create temporary shortages which conceivably can be¬
come sufficiently critical to interrupt industrial produc¬
tion and employment. A slower rate of growth for this
area would afford a greater margin of time for "catching
up" with the booming power demands of the region,
probably would tend to produce fewer disruptive effects
upon existing industries and would lend stability to
existing payrolls.

H. W. PRENTIS, JR.
President, Armstrong Cork Company

An appraisal of the various fields of business and
industry served by the Armstrong Cork Company points
to a fairly high level of activity in 1949. While the
over-all outlook is favorable, it must be recognized that

certain markets have undergone a

change in the past eighteen months.
For instance, in the glass container
and bottle closure fields, production
has increased to the point where
supply and demand are in approxi¬
mate equilibrium. This shift has not
been from a seller's to a buyer's
market, but rather from a seller's to
a balanced competitive market. It is
expected that this trend may extend
into other markets in 1949.

Prospects are good for continued
demand among industrial users of
products made by the Company. In¬
deed this field may even improve
in the months ahead, as more steel
is made available for the automo¬
bile industry. Manufacturing activ¬

ity in general is no longer limited by shortages of raw
materials. However, all industry would naturally be
affected by any maetrial change in the national economic
situation.
In the construction field there is every evidence of

sustained activity, particularly in the remodeling and
improvement of existing buildings, which constitutes
such an important market for many building materials.
Although expenditures for some forms of new construc¬
tion will be reduced in the coming year, the total sales
of building materials should be well maintained.
The hard surface floor covering industry is only grad¬

ually filling up the pipe-lines of supply from manufac¬
turers to consumers. Inventories in the hands of dis¬

tributors remain considerably below prewar levels. In
fact, certain hard surface floor covering products are
still being allocated by manufacturers to distributors.
The nature of the legislative proposals that will come

before Congress in 1949 and the sweeping economic
changes that could be produced by political activity on
either the national or international plane, make it im¬
possible in December 1948 to forecast with any degree
of assurance the trend of business over the months im¬

mediately ahead.

FREDERIC A. POTTS

President, The Philadelphia National Bank

Banking institutions during this year will operate in
an economic environment not greatly changed from 1948
although the total volume of industrial production will
probably be moderately lower. Consumer goods are now

in reasonable supply and, with the
exception of automobiles and a few
other durable items, demands have
been fairly well satisfied. In the
case of automobiles, too, delivery of
the higher priced models can be
obtained with .reasonable promp-
ness.

The other broad area in which

shortages still persist is that of pro¬
ducers' durable goods, the supply of
which goods is heavily dependent
on the availability of steel. Produc¬
tive facilities in the latter industry
have been increased and will con¬

tinue to expand during 1949, while
improvements in manufacturing
techniques should also enlarge out¬
put. The resulting increase in sup¬

ply may come pretty close to satisfying demands this
year.• A." :'■■■/ . ■ 'A'1- •' .

The dollar volume of building construction is expected
to be close to or may exceed 1948. There will be some

change in the pattern with declines in the industrial and
residential classifications but with increases in public
utility, institutional and highway construction.
Although wholesale prices advanced last year, a peak

was apparently reached in August. Moreover, all three
of the broad classifications included in the Bureau of
Labor figures, namely, raw materials, semi-manufactured
articles, and manufactured products, have participated in
this decline. The Journal of Commerce Index, which
is less comprehensive, but includes 30 sensitive com¬

modities, reached a peak in January last year and since
then has declined approximately 21%.

In view of these developments, loans at the member
banks should show little, if any, expansion during this
year. For the full year 1947 loans at all commercial
banks were up 22%, but during the first ten- months of

Frederic A. Potts

this year the same banks show an increase1 of only
slightly over 9%.
The War and subsequent boom disturbed the prewar

price relationship which existed among the various fac¬
tors of production. Although the changes which have
taken place since 1939 will not necessarily-all be reversed,
in the near future, some readjustment may be expected.
If these modifications are effected through declines in
wages, prices, and production with widespread unem¬
ployment and numerous business failures they could be
difficult and protracted. However, there are vast un¬
filled needs abroad and continuing needs of a high
standard of living, at home. Maintained hign production
with improved labor output, which is possible under
existing conditions, could provide a sort of umbrella
until the most necessary of these corrections have been
made. Adjustments of this nature have already started
and the quality, therefore, but not necessarily the quan¬
tity of our loans during 1949 will be affected by ihe
ease with which*these corrections are brought about.
Certainly these developments call for credit ease rather

than stringency and it is doubtful if we shall see any
important nardening of interest rates this year.
The crisis abroad contributes to the uncertainty and

tension on the domestic scene and abrupt worsening
could bring about important changes here. At the pres¬
ent time such a development seems to be unlikely but
the uncertainty of the world situation is another imr
portant reason for bringing about our domestic readjusts-
ment without any significant check in output. Bankers
should encourage sound financial practices among their
customers as more competitive conditions bring about
these corrections.

E. J. RIES

President, Ritter Company, Inc. -

The degree of prosperity which our business will
enjoy in 1949 will be largely dependent upon the fiscal
policy and other factors beyond our control. Like most
businesses, we are operating on the smallest margin of
profit per dollar of sale in the
history of our business and conse¬

quently can be seriously affected by
additional burdens placed upon in¬
dustry.
During the last several months,

we have found that our business has
•leveled off, our backlog of orders
has practically been filled and the
new business coming in is at a much
lessened pace than during the tran¬
sition period following the end of
the war. We definitely feel that the
"boom" period is on the wane and
we are in a buyer's market. Busi¬
ness is becoming more stable—we
anticipate a good year with business
above what we normally enjoy. We E- J- Ries
feel that 1949 will be the test year,
requiring careful planning, cooperation between man¬

agement and labor, and that the expense outlay should
be scrutinized carefully.

GWILYM A. PRICE

President, Westinghouse Electric Corporation

The electrical manufacturing industry reached a new
all-time high level of production during 1948, exceeding
the previous record year of 1947 by approximately 5%
in actual physical output. Dollar volume increased
slightly more than one billion dol¬
lars, an improvement of 14%.
At the end of the year, however,

the industry found itself still wres¬
tling with a number of serious prob¬
lems, such as greatly increased man¬

ufacturing costs that resulted di¬
rectly from the third round of wage
increases; a shortage of venture cap¬
ital to finance expansion and im¬
provements; and inadequate supplies
of basic materials such as steel and

copper. Such problems v. must- ~ be
solved if the industry—and the na¬

tion-is to continue to progress and
prosper. ~ -

Looking first at the accomplish¬
ments of 1948, we find scientists pro- Gwilym A. Price

gressing toward the day when atomic
power can be put to useful work. In our own company
a special Atomic Power Division was formed to concen¬
trate solely on the harnessing of nuclear energy for the
production of power.
Research and engineering contributed new and better

products and techniques toward continued improvement
in the American standard of living, which already is the
world's highest. Here, for instance, are just a few of the
production and development achievements at Westing-
house during the past year: ;
(1) Produced more than 2,000,000 kilowatts of electric

generating equipment, a new high record, compared
with 1,300,000 kilowatts in 1947.
(2) Shipped 17,000 carloads of electric home appli¬

ances, compared with 13,320 in 1947.
(3) Developed an aircraft jet engine that uses less fuel

but develops 9% more power than the 1947 model of the
same size. *

(4) Completed basic development on an electronic
"image amplifier" designed to give physicians a 500,
times brighter X-ray view of their patients without the
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'use of photography. It has been described as potenti¬
ally the greatest diagnostic aid since the discovery of
•X-rays. <

: (5) Developed-a new automatic pilot that weighs only
•35 pounds and maintains control of an aircraft through
^complicated maneuvers as well as level flight.
• Many other examples could be given but these few
:serve to show the scope of technical progress in our in-
•dustry during 1948. "
. Looking at operating results, however, in the forefront
.are high production costs which followed the third
.round of wage increases. Of necessity, higher costs to the
; manufacturer mean higher costs to the public and they
provide more fuel for the destructive fire of inflation.
iThe experience of recent years has proved that it is a

; fallacy to say wages can be raised without increasing
; prices unless the wage increase brings about higher pro¬
ductivity. , .

] At Westinghouse, and I am certain the same is true
of other companies in our industry, a large part of these
'higher costs was not passed on to consumer. This
.cut deeper and deeper into the few cents profit made
cn each dollar of sales.
For the first 11 months of 1948 Westinghouse produced

and shipped $873,342,638 worth of electrical equipment
'

and household appliances, 6.5% above the full year'of
•1947 and a new high record for any similar period in
the company's history. ! ; '
New orders booked during the 11 months totaled $960,-

556,927 compared with $898,333,791 in the same period
r'last year, and unfilled orders on Nov. 30 totaled $696,-
•206.505 compared with $685,340,339 at the end of 1947.
; From its earnings in 1948, Westinghouse paid total
^dividends of $1.25 a share to owners of the company's
common stock whose money helped buy the plants, tools
and materials that made possible the year's high rate of
production. These "wages" to stockholders amounted to
'2.2 cents from each dollar of Westinghouse sales. '

; But even then stockholders are not allowed to keep all
these small "wages." The money they receive as divi¬
dends is subject to individual income tax, even though
it has been taxed once as corporate income. Dividends
are the only form of individual income that is taxed
jtwice by the Federal Governmeht.

These twin problems of low return and double taxa¬
tion provide little incentive for the investor to risk his

money in industry. There is a definite shortage of ven¬
ture capital—money that is needed to maintain the high
American standard of living. For example, the country's
electric utilities are in the midst of an expansion and
improvement program estimated to cost six billion dol¬
lars when completed. Only about 14% of the money
raised So far for this and other needs has come from the
sale of common and preferred stocks.
Elimination of the higher surtax rates and double

taxation on dividends would help to assure a source of
venture capital for industry.
As we go into the. ng^; year, there are indications that

industry generally will operate at about its present level
for the first half of 1949. This- likely will be true of the
electrical manufacturing industry, even though high pro¬
duction, has satisfied a large part of the abnormal de¬
mand for such things as standard motors and home
radios.

Government orders, especially for marine and avia¬
tion equipment, are expected to increase in 1949; and
large quantities of electrical apparatus still must be pro¬
duced to complete industrial and utility expansion pro¬
grams. In this connection a recent Westinghouse survey
iindicated that utilities must increase their generating
facilities by 75% during the next 10 years to satisfy the
rapidly growing' demand for power. In addition a large
amount will be spent for Federal and Municipal central
station projects.'
I" Despite the encouraging industrial outlook, the final
analysis it is the people, themselves, who create their
own prosperity by putting their savings to work for the
production of useful goods. Or they create their own
jdepression by setting up conditions that discourage in¬
vestment in industry and by draining off through exces¬
sive taxation the industrial profits that normally would
be used for expansion and improvement,
i One. of the keys jto successful operation of our Ameri¬
can free enterprise system is the confidence and coopera¬
tion of the men and women who actually produce the
things we need for everyday living. The wages paid to
these men and women make up the bulk of the nation's
purchasing power; yet at the same time, wage increases

■

without corresponding increases in productivity have
raised the greatest barrier against stabilization of manu¬
facturing costs. Industry must achieve this stabilization

so that it can plan for the future with a reasonable de¬
gree of confidence. Wages and prices cannot forever
keep on chasing each other higher and higher.
Labor has a great stake in the future of our nation—

and by the same token it bears a great responsibility for
that future. A full understanding of the part both wages
and profits play in our modern industrial structure and
a more realistic attitude on the part of union leaders
toward both would go far toward assuring our nation's
continued progress.

WILLIAM M. RAND

President, Monsanto Chemical Company

One of the most important tasks facing the chemical
industry in 1949 will involve cost reduction in all phases
of operation.

Although the production of chemicals in 1949 should
equal the total for 1948—competition
will be keener in many lines and
business leaders will face a chal¬
lenging period.
When profits begin to shrink, there

is extreme pressure to reduce ex¬
penses. Carried too far, the search
for near-term profits may endanger
the long-term profitability of a com¬

pany. We must think through the
implications of any cost reduction
program. Any such move in the
chemical business should be a re¬

search job, not a trimming operation.
I really believe that we will have

several good years of business after
going through a period of adjust¬
ment. If we should curtail promis¬
ing research and development pro¬
grams now, we may be haunted later by lost opportun¬
ities and find ourselves rushing to completion the badly
needed new facilities at the end of the business cycle.
Industrial production may be slightly lower next year/

And although it is true that the outlook for the chem¬
ical industry depends to a great extent on the level of
general business activity, an offsetting factor is the

(Continued on page 76)

William M. Rand

Inl.-Gt. Northern Equips,
A group headed by Halsey,

;Stuart & Co: Inc. won the award
• Jan. 12 of $1,870,000 2V2% serial
;trust certificates series BB ma¬
turing $187,000 annually Jan. 15,
1950 to 1959, inclusive. The cer¬

tificates, issued under the Phila¬
delphia plan, were immediately
re-offered by the group, subject to
ICC authorization, at prices to
yield from 1.60% to 2.80%, ac¬
cording to maturity. Other mem¬
bers of the offering group were
Otis & Co.; H. W. Pressprich &
Co.; the Illinois Co. and McMaster
Hutchinson & Co.

Proceeds of the issue, will be
used to provide for not more than
75% of the cost, estimated at

$2,500,000, of new standard-gauge
^railroad equipment consisting of
*500 70-ton gondola cars.

The issue was awarded on a bid
of 99.31, a-net interest cost of
•'2.635%.
i'

With Fairman & Co.
1 (Special to The Financial ChronicleI
•

LOS ANGELES, CALIF. — W.
Sherman Winseman has become

associated with Fairman & Co.,
210 West Seventh Street, members

. of the Los Angeles Stock Ex-

change. Mr. Winseman was for¬

merly sales manager of the Los

Angeles office of Walston, Hoff-
?man & Goodwin.

Frank SC.

Stifel'9
(Special to The Financial Chronicle)

CHICAGO, ILL.—Frank K. Fet¬

ters has been associated with Sti¬

fel, Nicolaus & Co., Inc., 105
West Adams Street. Mr. Fetters

was formerly in charge of the re¬

search department for First Se¬

curities Co! of Chicago. •■
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F. L. Riggin, Sr.

(Continued from page 75)

growth trend of the chemical business as new products
are developed and new markets are exploited.
During any phase of a business cycle, various indus¬

tries reach a peak and go off. I believe we will see
declines in many of the segments of the economy, but I
do not think the general economic picture will deterior¬
ate- rapidly. ■•>.. ■ '• ; "V

Since the war, the chemical industry has expanded
more than any other industry with the exception of
food products. During 1947 the chemical industry spent
$1.5 billion on new plants and equipment and will have
spent $1.2 billion in 1948. This expansion should, for
.the most part, take care of the domestic demands, for
the near future.

Although we cannot tell as yet what the impact will
be, we do anticipate more competitive conditions. This
is because many leading chemical companies have bor¬
rowed hundreds of millions of dollars to construct new
plants at high cost. With heavy fixed charges, thex^e
Will be extreme pressure to keep these plants running
jjat or near capacity.
* Since the end of the war, raili-oads have boosted
freight rates 44% to meet increased costs.; They are
Asking for another 13% raise. Because of this, and
the fact that in some instances the sellei's' market has

begun, companies already are making studies of their
jmarket pattern of competition. ; "

F. L. RIGGIN, SR.
President, Muoller Brass Company -" y

! In dollar sales 1948 was the largest year in the Mueller
Brass Co.'s peacetime histoi'y. I do not believe that 1949
Will he as large, but I do think that it will be at least
effual to 1948, which was only about 10% under.our 1947

volume.

We believe that 1949 will see the
end of several years of inflation,
providing there is not some unfore¬
seen circumstance which might cause
a very large volume of government
spending. - -

A considerable portion of our
business is in the building field, as
we supply Streamline Copper Pipe
and Fittings for plumbing and heat¬
ing lines, for radiant heat, and we
anticipate that our building lines
will remain constant throughout the ,

year. Even though there might be
some slight decline in the demand-
it would hardly affect use because
we have not been able to meet the

'h demand for some years past,
if; As our l'avv materials are nonfeiTOus metals, we cannot
Jsee in the immediate future or perhaps for the entire
•year 1949—any real reduction in prices. The govern-

:jment's announced intention of stock-piling some 90,000
'Itons of copper between now and June 30, coupled with
fhe Kennecott Mine strike, and the dock strike, where
ija lot of foi'eign copper was piled up for weeks, have
•created a shortage of copper which seems almost certain
to hold through the first half of the year. As the
TJxiited States is now dependent upon the import of
considerable tonnage of copper, we cannot look for our
domestic mines to px'oduce sufficient. It is our under¬
standing also that the government intends to continue V
their stock-piling px'ogram even after June 30, as soon
as a new appropriation is made.
The situation with respect to zinc and lead is, of

course, similar to copper and there is a real shortage
bf zinc in this country. We hope that the duty can be
removed from zinc so that foreign zinc can come in
Without premium.
- Adding these things together would indicate that non-
ferrous metals will be tight throughout the year and
that there- is not much opportunity for price reduc¬
tions.

: We believe that 1949 will be a test year for many
industries and that it will be necessary for management
to look carefully at costs and make m o r e effort
at efficient production than has been true in the past
few years of a buyer's market. - Taking all industry as
a whole, I would not believe there would be any major
setback in 1949, but that it will be a year in which
management will have to be on its toes. There may be
moderate decline, but evex-ything seems to add up at

;ihis time to a rather stable level of economic activity.
"We believe that consumer demand may be sufficient to
maintain business at somewhere near its px-esent point,
Jand there will be a dx*op in many lines and backlogs
Will be somewhat less.

j The breakeven point of many companies has advanced
to a very high point and just what is in store for indus¬
try when there is a real falling off of business is prob¬
lematical. Surely, it is essential throughout 1949 at
least that we have a high volume of business to carry
lis through. ; .

Px-ofits are going to be less. I would not admit that
they are too high, as it has been difficult for industry,
even with substantial profits, to rehabilitate and mod¬
ernize their plants at the present high cost of equip¬
ment and very low rates of depreciation. Most all the

profits, after the payment of less than average divi¬
dends, have necessarily been used and reinvested in
plants.

t Mueller Bx*ass Co. found it difficult in 1948, even with

Clarence J. Reese

the higher volume of business, to make as much money
as in 1947, due to the fact that increased costs which
occurred throughout the year were not offset by us with
increased prices. We have felt that some part of this
increased cost should be absorbed by industry if we
.ever are to stop the vicious spiral of increased wages
and increased prices;, and we have attempted to do what
vwe could to keepi our prices as reasonable as possible.
Prices in our iixdustry are too high. That much we
do know. But the manufacturers themselves have no

control over this as the largest part of their cost is in
their purchase of raw materials such as copper, zinc,
lead and scrap, and these prices are at an all-time high.

C.J.REESE
. President, Continental Motors Corp.

Although there are evidences of softening in several
.industries, accompanied by developing problems of a
buyers' instead of a sellers' market, the overall outlook
for business appears good for some time to come. Farm
.purchasing power is still on a high
.level, our economy is running at full
production, full employment, and

, under considerable momentum that
"should carry through most, or all,
■ of 1949. : -

The mixed trends that are coming to
light in several directions ax-e merely
a reflection of the extent to which

specific industries have caught up
with accumulated demand from the
war years. Not only was this to have
been expected; it also is healthy for
the national economy if it influences
the public to commence buying
wisely, instead of almost without re¬
gard for quality and price, as has
been the case so generally in recent --

years. i.:'-. : ;;:vyv' •> "
A particularly gratifying aspect of the present trend

toward normalcy in supply and demand, is that natural
economic forces, rather than artificial government con¬
trols, are acting as a brake- on the inflationary influ¬
ences that have ruled for several years. In general, th:i
national economy appears fairly well balanced now,
with the most serious postwar shortages eased and pres¬
sures for higher prices abating*
Against today's situation, however, must be offset the

possible further inflationary effects of increased gov¬
ernment spending for armaments and to support farm
prices. To the extent to which the building, of arma¬
ments and the stockpiling of critical raw materials serve
to limit such items for commercial use, there still will be
a tendency toward aggravating certain shortages, with
accompanying pressure for higher prices.
Also, it still is too early to evaluate the possible effect

of government spending policies in other dhections upon
the national economy. President Truman fx*equently has
advocated measux'es that would involve large govern¬
ment expendituxes, including Federal aid to education,
Federal housing and power projects, Fedex^al health in-
sux^ance, and larger social security benefits. Moreover,
there is a prospect of larger public works, highway and
other government spending on a National, state and local
level. tj'

On balance, the business outlook for 1949 appears
good, even though the,year may not fully equal 1948 in
either sales volume or' earnings. For many companies,
among them Continental Motors, stabilization of the na¬
tion's economy at or near present levels, would be ex-

teremely beneficial. It probably is frue of industry as a

whole that easing of the pressure for greater and greater
production, will afford an opportunity to achieve manu¬

facturing efficiencies that have been impossible under
abnormal conditions of the past three years. This, in
turn,#will act as an additional brake on inflationary
trends. . -1 . i

.f
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RICHARD S. REYNOLDS, JR. ^

y President, Reynolds Metals Company - -

■; The demand for aluminum in 1949 will set new records
for the industry, barring any sharp change in general
business conditions. Aluminum markets have grown so

rapidly that, although 1949 production is expected to
be four times as much as in the best
prewar year, the supply is not likely
to be sufficient to meet the demand.
The principal development during

1948—the broad acceptance of alum¬
inum as a major industrial metal—
is expected to continue unabated in
1949. The industry's policy of low
prices and high production during
the three years since the war has
ended has attracted many key in¬
dustries to aluminum. The aluminum

industry ; has telescoped into the
three postwar years as much market
development as would normally take
two decades to accomplish. Conse¬
quently, the industry now provides
five times as much direct and in¬
direct employment as it did in 1938.
Over 17,000 businesses rely on aluminum as an import¬
ant material in their manufacturing operations.

Though the progress of the past decade is remarkable,

Col. W. F. Rockwell

R. S. Reynolds, Jr.

aluminum's future is much brighter than its past. The
construction and transportation industries are using such
large quantities of aluminum, that it is steadily becom¬
ing one of their major raw materials. Aluminum can

no longer be characterized as just an aircraft and pot-
and-pan rnaterial. The new and experimental uses of
.two and three years ago have already established them-f
.selves as permanent markets, During 1949, hundreds of;
additional uses are expected to achieve general accept-!
ance by American industry and the consuming public.
The industry's ability to get more power for the

production of primary metal will be the principal limita¬
tion on sales and shipments during 1949. Every effort is
being made to maintain present production levels,
despite the increasing cost of power resulting from the
nationwide shortage. To avoid shutdowns, Reynolds
Metals has in recent months paid as much as five times
the normal price of power. In addition, every possible
measure is being taken to get more power to operate
production facilities which have been idle since the end
of peak wartime demand.
Aluminum has long been recognized as the stuff of

which our airpower is made. The year 1949 will demon¬
strate, even more than 1948 has, that aluminum's use-*

fulness in the home, on the farm and in the factory has
also made it a major material of peacetime prosperity.

WILLARD F. ROCKWELL }
Chairman of the Board, Rockwell Manufacturing Co.
Never before in the history of this country have the

controls over business prosperity been so completely
in the hands of professional politicians. They can change
the labor laws so as to assure moxe strife or less friction.
They can change the tax laws so

as to encoux^age . or discourage in¬
vestors. They can change the anti¬
trust laws so as to encourage small
business, and. they can change other
laws affecting business, such as the
basing point, which will help some
business and destroy other business.
They can support and subsidize food
prices and raise the cost of living
until the surplus food or the extra
burden of subsidies on taxpayers
produces a painful reaction.
It is doubt about the use of these

powers granted to professional poli¬
ticians which engenders fear and
which has depressed the financial
markets. It has been stated in public
discussion by labor advocates that
if corpoxxxtions paid out a larger share of their profits
it would be easier to sell their securities at higher prices
and thus secure funds for expansion. How can anyone
maintain such a theory, when many good seasoned stocks
are selling at less than five times their earnings and
less than ten times their current annual dividend rates?
Some stocks are selling for less than the book value of
their net current assets.

It is strange that the future is viewed so pessimisti¬
cally, since px-ofessional politicians now in power must
be aware of the fact that a real recession will bring
about their political defeat. It is most likely that the
professional politicians will do their best to maintain
prosperity. If profits fall, new sources of taxes, or

higher rates must follow, and it is possible that such
tax pressure will further reduce taxable income. Politi¬
cal promises cannot be kept if Federal income doe? not
increase! ' «;
The destruction, and the loss of beneficial production

caused by the First World War created substantial post¬
war demands, which produced prosperous business con¬
ditions for at least eight years. After the price correc¬
tion of 1920, there was a steady increase in production
and the, usual corresponding reduction in costs as a
result of natural economic px'ocesses. The Second World
War exacted much greater losses of. beneficial produc¬
tion and much greater destruction over, a much larger
area of the earth. It is reasonable to assume that busi¬
ness will be good for at least 10 to 15 years, provided
the same natural forces and economic laws ; are .not
temporarily frustrated by national or international po¬
litical follies.

The production demands of this country and of the
entire world as a result of the losses of the Second World
War are enormous. Although our own natural resources
are being cdnsumed and dissipated at an alarming rate,
countries such as Russia, China, and India have many

natural resources which can be traded for our finished

products, provided there is no political interference.
In our own country, the increase in population itself
is a guarantee of demands for more production and
more service facilities which can, and will, maintain
a high business level and bring about lower costs of

living with higher standards of living, if our professional
politicians avoid economic 'pitfalls. The greatest busi¬
ness accomplishment in 1949 would be a recognition
that management and labor can, and must, work to¬
gether, in which case intelligent management will pro¬
vide higher real wages because intelligent labor will

provide the increased output which is the absolute
essential to higher standards of living for all.

(Continued on page 78) t
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tors did not receive the same per¬
centage of the total steel produced
in the country. We would like to
have had a little more, and we
think we will have some more

this year. ( ,

: I was looking back over the
records of the steel industry some
months ago and I was impressed
by the way the steel industry has
grown. In spite of some of the
current suggestions to the con¬

trary, I think it can be relied upon
that the steel industry will con¬
tinue to grow as it has in the past.
Fifty years ago the total pro¬

duction of our American steel in¬

dustry would have just taken care
of General Motors' requirements
last year. I think the figure was

something less than 5 million in¬
got tons then, so the development
of the steel industry has certain¬
ly been a basic development in
our country. Its bourse definitely
tied up with the development and
use of mechanical power. There
is no substitute for steel!

'• As far as the demand for cars

and trucks in 1950 and the years
beyond is concerned, I said a mo¬

ment ago that I thought we could
count on the basic demand being
at least 25% better or greater than
it was before the war. However,
the demand in any one year is
likely to change through quite a
wide range and this depends basi¬
cally on the fact that cars are

purchased by individual cus¬

tomers both on the basis of ability
and on the basis of confidence to

buy. Anything that temporarily
shakes the confidence of the buy¬
ing public, or a serious economic
disturbance—such as unemploy¬
ment — will immediately greatly
affect our market.

i No Reason for Depression
I would not be so bold as to

predict by the years just what the
market will be beyond 1949. How¬
ever, I see no reason why we
should have a great depression in
this country unless we ourselves
create the conditions that will lead
to such a depression. Nor do I
see any reason why we should do
things that will so scare the
people temporarily that they stop
buying.

We know that people can get
along pretty well without new

cars. ' They had to get along for
four years without any new ones,
so a few months more or less at a
time would not matter — they
could pretty well drop out of the
market.

i The things I think it is im¬
portant to avoid, so we won't cre¬
ate an unsound condition that

might lead to a depression, are
unsound credit and speculation.
Unsound credit and speculation,
in my opinion, have developed the
cycles of boom and bust about as

piuch as any other one thing.
Another important thing that

affects the basic demand is our

policy of taxation. If taxes are too

excessive, the expendable income
-of the people will be reduced and

they will not be able to buy the
things they would like to have.

■u -Another very important factor
affecting the total basic market
and the general business health
of the, country is the question of
the people of our country being
willing to work for the things they
like'to have. If we have artificial
restriction of hours of work below

forty, i'f we have resistance to
progressive change and the things
that we have been developing in
•our country that make it possible
for us to produce more with the
same amount of human effort,
that, too, will affect the future
market.

Perhaps another important mat¬
ter—and I'd like to talk about this
one a moment—is the mainte¬
nance of our., free competitive
system. The basic importance of

free competition is not appreci¬
ated in many quarters. The cur¬

rent ills in Western Europe in large
part result from this failure to
understand the importance of free
competition. It goes back some

years to the bold industry cartels, to
this historical position of unions
which came out of the old craft

guild idea of many, many years
ago when restricting production,
hours of work and the amount of

work, by a few craftsmen, could
raise the demand for their serv¬

ices above what was to be the cur¬

rent competitive demand. When
whole nations try that same thing,
you get quite a different result.
You get a nation trying to raise
itself by its boot straps.

Reduction of Working Hours

The depression of the thirtes in
our country, in my opinion, was

considerably lengthened by the

rapid reduction of the work week

from 48 to 50 hours to 40, and
made the time of recovery very

much longer.
We complicated our problems

here immediately after the war

by -being so quick to go back from
the wartime week of 48 hours to

40 hours. It slowed down our re¬

conversion. 'It .greatly increased
the inflation.

The people in England now
have a standard work week of
42 y2 hours. If all Englishmen
would work 45 hours instead of
42 y2 hours, according tomy figures,
they could balance their budget.
If they worked 50 hours, they
could all have more and still pro¬
duce the' articles they need to
trade with the rest of the world
for the food they can't raise in
the British Isles.

When I first worked in a shop,
the Westinghouse Electric and
Manufacturing Co. at East Pitts¬
burgh, 35 or more years ago now,
the standard work week was 55

hours. George Westinghouse had
been one of the pioneers in get¬
ting it reduced from 60 to 55. As

I remember our country in those

years was at least as well off, or
better off, than these nations of
Western Europe are now.

The basic thing really isn't any

particular number of hours
worked per week, but it's the
question: Does the average work¬
man or average man have .more

goods4 and services than he lias
leisure time in which to enjoy
them; or would he really like to
work a little longer and have
more to finance his leisure time?

Last month I was in England
and I asked some of my English
friends, "W o u 1 d the average
Englishman work more if he was

sure he'd have more?" And they
all said, "Yes, he would." But

they are all convinced that they
can have only about so much

anyway and that the less they
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have to work to get that Die
easier it is for them.
•
One of the Englishmen finally

said, "What about this slogan you
have in General Motors, 'Moie
and Better Things for More Peo¬
ple'—do you really mean that or
is it an advertising slogan?" I
felt a little insulted over that, and
a chauffeur who happened to be

driving our car said, "Over here,
it's frowned on; they don't believe
people should have the things

(Continued on page 79)
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Business and Finance Speaks After the Turn of iherYear
(Continued from page 76)

A, S, RODGERS
President, White Sewing Machine Corporation

This industry can again soar to new production and
sales records in 1949. Any one person can hardly speak
authoritatively for the industry because of the meager
news and views its component concerns interchange.

But iacts at hand for estimating this
year almost fall into plain economic
and simple arithmetic equations.
With farm price support and pri¬

ority programs continuing indefi¬
nitely, average family essential liv¬
ing costs will remain relatively high.
For obvious reasons so shall taxes

withheld from wages and salaries.
Add to those unalterable factors the

pride and determination of our pop¬
ulace to maintain attractive homes
and dress their families in fashion.
The best solution to that problem is
home sewing, as more women every
month for the past six or seven

years especially, have decided. One
A. s. Rodger* machine manufacturer reportedly

gave sewing instructions to 325,000
women in 1947 in comparison with 150,000 it helped
teach in 1939. No other common home industry re¬

motely approaches the savings effected by sewing at
home. However, the home-made or so-called country
look is taboo everywhere, so modern mechanized sewing
is the only satisfactory answer.
A huge backlog of sales still remains for this industry.

The half-dozen or fewer volume manufacturers in this

country could not catch up very fast on accumulated
demand over the past three years. Even last year total
household sewing machine production in units probably
did not exceed the previous record year of 1941 by more
than 30%. But in 1948 the total production possibilities
of more than twice as many refrigerator manufacturers
exceeded 1941 by at least 40%. And in 1941 refrigerator
production was more than four times the sewing ma¬
chine figure. Among other electric household major
appliances the catching-up comparison is even more pro¬
nounced. Vacuum cleaner producers outnumber sewing
machine factories by more than two to one; those mak¬
ing ranges and washers, b,y more than three to one.
Of course, customer waiting lists for sewing machines

have dwindled in some sections and disappeared;-in
others. There is never any rush or clamor to buy, as
wanted things seem to become more plentiful. But as

long as the economic need remains sound and employ¬
ment high, the sales potential is tremendous. Further¬
more, in our case at least, we have not priced our prod¬
uct out of the market. Consider two of our most popu¬
lar models for example. One carries the top price in our
current line and the other our lowest price. They are
up only 49% and 36% respectively, over 1941 compar¬
able prices. Very important also is the fact that ex¬

ceptionally good profit margins at all sales levels have
been maintained since discontinuance of OPA controls,
v To prove that seeing is believing in regard to these
views, I might add that our corporation is continuing
and even accelerating its expansion program.: Within
the past 30 days we purchased an additional plant con¬
taining 250,000 square feet of manufacturing space per¬
fectly adaptable to our operations. In the transaction we

also acquired about 18 acres of land for future building
as warranted.

LYTLE L. SALSBURY

President, The Marine National Bank of Erie, Pa.
In my opinion, the general economic situation has

already started to soften. The real estate overall price
picture, I think, has been slowly adjusting to lower
prices. The peak of the boom was passed several months
ago. I believe that production in all
lines except the heavy industrial
lines is very rapidly catching up
with demand; I feel that the overall
picture as to all production becom¬
ing fairly normal and equaling de¬
mand is and will be catching up

very much more rapidly than is gen¬

erally thought. It would seem, from
my observation and analysis of the
general condition today, that by the
middle of 1949 we will be consist¬

ently leveling off toward a fairly
normal situation in relationship, of
course, to the great amount of money
which is now in circulation.
There have been some restrictions

placed upon credit to restrict high
spending, but I think the restrictions
should have been greater and could have been without
too far upsetting the business of our nation. I would
like to see more living and operations within the means

of individuals and industry.
In my opinion, there is not cause to worry too much

for the next three years providing, of course, that the
foreign situation eventually clears, eliminating the
necessity of deficit financing. I try to think that our
Administration, as it will be set up af^er the first of the
year, may correct some of the abuses which have taken
place during the past few years. It would seem that
President Truman would appreciate the great honor
given him in the election just past -which should permit
him and influence him a little nearer a middle-of-the-
road course, I am still optimistic.

Lytle L. Salsbury

JOHN SANDERSON

Vice-President, The Sperry Corporation ;;
'

The general 1949 outlook for the fields in which Sperry
is primarily interested—military -instrumentation and
farm machinery—is for a continuing high level of ac¬
tivity, accompanied, however, by a pressure on profit

margins due to close pricing on gov¬
ernment contracts and increased

competition in farm machinery.
On the military instrumentation

side, the requirements of the defense
program will increase the activity
of this industry and its suppliers.
A substantial volume of business for

these companies seems assured, even
if the President's $15 billion ceiling
on defense expenditures is main-,
tained, and any increase which the
Congress may insist upon will result
in further expansion of their sales
and; payrolls. The engineering ad¬
vances in aircraft instrumentation
and armament which have been made

John Sanderson since the end of the war are now

resulting in production contracts,
while, at the same time, work on research and develop¬
ment contracts continues actively. Our government's pres¬
ent policy of strengthening our national defense can only
result in*1949 in increased activity for those companies
engaged in the development and production of the re¬

quired equipment for the Armed Forces. However, ;
profit margins on government business are generally
lower than on commercial business and, in addition,
contracts for aircraft and aircraft parts are subject to
renegotiation and the profit-limiting provisions of other
Federal statutes and regulations.
The outlook for agricultural machinery in 1949 ap¬

pears favorable, though there are indications that supply
is, 'or soon will be catching up with demand in some

product lines, and the resulting revival of strong com¬

petition for sales of those products will make it diffi¬
cult to maintain present operating margins. We believe,
however, that the industry in general will operate at"
near-capacity levels in 1949 because of the pent-up
domestic demand for agricultural machinery, the excel¬
lent financial position of the individual farmer, the con¬
tinuance of the government price-support program in
19^9, and the outlook for increased exports of agricul¬
tural machinery under the ECA program. V^hile it is
expected that farm income will be lower in* 1949, the
drop probably will not be severe, in view of the fol¬
lowing factors: (1) continued operation of the present
crop support jprogram; (2) full employment resulting
in high mass purchasing power for all types of goods,
including food; and (3) food exports under ECA. The
maintenance of a high farm income and continuation
of the trend toward increased mechanization of farming
indicate a good market for agricultural machinery in
1949. %■;/

The other fields in which our -company is interested
are more responsive to the general level of business
activity and may show some reduction in volume in 1949.

\ j " DAVID SARNOFF '
Chairman of the Board, Radio Corporation of America

So appealing is television to the American., public,
in all walks of life and at all ages, that the industry
at the opening of 1949 will be two years ahead of the
dates set by the most optimistic forecasts made at the >

end of the "war.

Televisiorf,: during the past year,
achieved such popularity with the
public that it became physically im¬
possible to meet the demands for

receiving sets and television tubes.
This was true chiefly because it was
not possible for the industry to ob¬
tain manufacturing " machinery as

rapidly as needed. This condition
will continue at least through 1949.
This accelerated progress has

lifted radio and television, in com¬
bination as an industry, to a two-
and-a-half billion dollar a year en¬

terprise. If the rate of growth con¬
tinues as the market indices and

public acceptance indicate it will,
radio-television should rank as one

of the ten foremost industries in the United States by >
1.953. *

Television set production, for the industry as a whole,
in 1949, will total approximately 2,000,000 receivers.
This, according to the best available studies, will be
stepped up in succeeding years, and by 1953 the indus¬

try's annual television set production is expected to
reach close to 5,000,000. By the end of that year, the
total number of sets in operation would be nearly 18,-
000,000. Also, by 1953, it is believed that a coast-to-

coast television network service will have been made

possible by radio relays and coaxial cables. '

Radio and television now give employment to hun¬
dreds of thousands of people and bring new forms of

entertainment as well as news into millions of homes.

The American dependence on radio entertainment, ac¬

quired over the past twenty-eight years, is being more ■

Gen. David Sarnoff

deeply ingrained by • television, which enables people ;
in ever-increasing number to eyewitness events as they
happen.
Combining the great advances made by television with

sensational achievements in radio relays and photo¬
graphy,- the Radio Corporation of America in 1948 in¬
troduced Ultrafax, a new system of high-speed tele¬
vision communication, capable of* transmitting and re¬

ceiving handwritten or printed messages and documents,
and even complete books, magazines and newspapers,:
at the rate of a million words a minute. This develop-. •.

ment, which splits the second and utilizes each fraction:
for high-speed transmission of intelligence, promises
to be as significant a milestone in communications as'
was the splitting of the atom in the world of energy.
While television and Ultrafax dramatically held the

spotlight in the advance of radio in 1948, sound broad¬
casting continued to move forward in its 28th year of>
service to the American public. Radio broadcasting;
provided the firm foundation of experience and public;
service upon which television is being built. Sound and
sight combined are weaving a pattern that is more:?-

appealing to the mind than sound alone, so a gradual:
fusion of these two great services is to be expected.
More than 1,700 standard broadcasting stations are op¬

erating in the United States and construction permits'
for approximately 300 more have been granted. There
are 39,000,000 homes equipped with radio receivers in
tihs country, which means that more than 90% of Amer¬
ican families have radio sets.
FM (frequency modulation) broadcasting continues to-

advance as indicated by the fact that the number of
FM stations on the air increased from 300 at the begin-:
ning of 1948 to nearly 700 at the close. More than 30G
construction permits for additional FM stations nave
been issued, and the number of radio sets equipped for
FM reception increased to more than 3,000,000 in 1948.
We can look forward with assurance to many new

developments in the field of radio, television and elec¬
tronics in 1949—the fourth year of intensive study and
peacetime application of the scientific discoveries and
inventions in this field which contributed so much to
hasten victory in*World War II. Some of these advances:
are already in the public service. Others will go to work
in the coming years.

FREDRIC E. SCHLUTER
President, Thermoid Company

Thermoid views 1949 with more confidence, from a'
competitive

_ standpoint, than we have felt in years.
While the inflationary spiral continues, many of its
broad effects on our national economy have now been*
counterbalanced by increased supply
and by adjustments which manufac- v . . >

turers reluctantly were compelled to
make in the relation of finished
goods prices to the increased cost of
labor and raw material. Stabiliza¬
tion of prices during 1949 will de¬
pend largely upon whether or not
the new Congress in Washington
again adopts the impractical theory
that wages can be raised, without
increases in prices. Business trends
will be /greatly influenced by the
character f of legislation proposed
during the next six months.
The most inflationary factor—up

45Q% since 1940—is our Federal

Budget.
Thermoid's postwar capital expan¬

sion, scheduled in late 1944, has now been completed..
Heading the list is the new Thermoid plant in Utah—;
America's most modern rubber products factory. This'
plant, which officially, opened in June of 1948, in addi-i
tion to providing a greatly increased overall capacity,
/will provide quicker service for Thermoid customers in.
the western and southwestern states. Indirectly, it will,
improve service to eastern customers by relieving our!
Trenton factory where an insufficient labor. §ituation'
has existed since 1942. Substantial additions were also,
made to the facilities of our Southern Division plant at!
Charlotte, North Carolina, to improve both the quantity
and quality of production. Additional space and equip-,
ment were provided at our Canadian plant to fill a long-,
felt need. Substantial investments were put into new',
equipment at the Trenton'plant to increase production/;
improve quality and to effect reductions in cost.
Thermoid's optimistic view of 1949 is influenced to a

large extent by the diversification of our products which /
now go into, a variety of industries. In addition" to.
supplying the automotive industry.,with brake: linings,:
clutch facings, fan belts, radiator hose and, carpet as-

original equipment items, all are sold to the automotive :
replacement market through a worldwide network of:
distributors and dealers. . As the price of new cars,

continues upward, the owners of millions of cars..now:

in use are compelled to run these older models much",
longer. Surveys continue to show, for example, that!
moreUhan-two-thirds of the cars now in use need brake-,

relining jobs. ; * • •...

Increased demand for our industrial rubber products
will result from the step.ped-.up requirements .in,.mining,
manufacturing, general construction and oil field devel-.

opment. The market for hard rubber products, and,
plastic manufactured at our Welland, Ontario, plant is
expected to hold high in Canada. Asbestos textiles pro-,

duced at our plant in Charlotte, North Carolina, are in

..!..." (Continued on page 80)
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ception of a free society. And
part of the conception of a free

you are talking about." So there is
quite a little different point of
view! '' ;'

What Competition Strives After,
i The importance of free com¬

petition of individuals and cor¬
porations really comes from the
iact that competition basically is
an effort to accomplish more with
the same amount of human labor.
And the importance of it is not
so much that those who are will¬
ing to seize the challenge of com¬
petition profit by it as is the fact
that in this effort the standard of
living of the whole nation is
raised and greater social values
are achieved.
We in General Motors believe

in free competition. The automo¬
tive industry historically has
grown and developed on this basic
principle.
We are going ahead this spring

with our technical center. We had

planned it just after the war and
then we ran out of money and had
to postpone it until our affairs got
on a little sounder financial basis,
because we didn't quite feel we
should borrow the money. We
think we can go ahead with it
now and we are all very pleased
over the prospects. We want to
go right ahead following our his¬
torical policy of product improve¬
ment in the effort to make more

and better things for more peo¬

ple.
Last month an interesting lit¬

tle thing happened when Mr.
Coyle, Mr. Bradley* and Mr. Don-
ner went down to Washington to
testify before one of the commit¬
tees of Congress. I guess it was

basically on the question of in¬
dustrial profits and progress. They
took along a 1929 Buick and a
1948 Chevrolet as an understand¬
able example of progress. When
I came back from my trip abroad,
I was greatly intrigued over this
picture; intrigued over it because
the picture of the cars was taken
in front of our Capitol. You
can see the Capitol in the back¬
ground and I said to myself:
There in one picture is symbolized
the things that have made our

country great, the development of
mechanical power and our con-
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society is this question of free
competition.
It is my firm belief that to the

extent that the1 right to freely

compete is curtailed or to the ex¬

tent that the obligation to com¬

pete is ignored, the standard of

living will be lowered and free¬
dom will be lost!

Edwards, Grapperhaus
With Bourbeau & Douglass

(Special to Th^>-Financial Chronicle)
LOS ANGELES, CALIF.—

Thomas J.- Edwards and H. G.

Grapperhaus have become asso-

cated with Bourbeau & Douglass,
510 South Spring Street. Mr. Ed¬
wards was formerly with Sidney
B. Hook & Co. Mr. Grapperhaus
was with First California Co.

With Morton Seidel & Co.
(Special, to The Financial Chronicle)

LOS ANGELES, CALIF.—Leo
M. See has joined the staff of
Morton Seidel & Co., 458 South
Spring Street.

Joins Wm. Staats Staff
- - (Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Louis
R. Cross has joined the staff of
William R. Staats Co., 640 South
Spring Street, members of the
Los Angeles Stock Exchange.

Salomon Bros. &
Hutzler Offers Penn,

RR. Equipments
Offering oi a new issue of $7,-

965,000 Pennsylvania RR. equip¬
ment trust, Series V (final instal¬
ment) 2Vz% equipment trust cer¬
tificates maturing from Nov., 1,
1949 to 1963 was made Jan. 20

by a banking group headed by
Salomon. Bros. & Hutzler. The
certificates were priced to yield
from 1.25% to 2.70%, according
to maturity and are being issued
under the Philadelphia plan. The
offering was made subject to ap¬
proval of the Interstate Commerce
Commission.

Associated with Salomon Bros.
& Hutzler in the offering are
Drexel & Co.; Union Securities
Corp.; White, Weld & Co.; and
Stroud & Co., Inc.

Mel F. Cooke Joins
Merrill Lynch Firm

(Special to The Financial Chronicle)

ST. LOUIS, MO.—Mel F. Cooke
has become associated with Mer¬
rill Lynch, Pierce, Fenner &
Beane, 511 Locust Street. Mr.
Cooke was for many years man¬

ager of the wholesale department
of Fusz-Schmelzle & Co.

With Turner-Poindexter \
4

(Special to The Financial "Chronicle) !

LOS ANGELES, CALIF.—
Thomas B. Townsend, III has been
added to the staff of Turner-
Poindexter Co., 629 South
Spring Street, members of the
Los Angeles Stock Exchange.

With Sutro & Co.
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Rob¬
ert B. Denbo is with Sutro & Co.,
Van Nuys Building.

Charles Friedman With

Seligman, Lubetkin
Sehgman, Lubetkin & Co., Inc.,

41 Broad Street, New York City,
members of New York Security
Dealers Association, announce that
Charles Friedman is now associ¬
ated with the firm as manager of
its corporate finance department.
Mr. Friedman is also Vice-Presi¬
dent and a director of Consoli¬
dated Gas Utilities Corp. of Okla¬
homa.

C. E. Abbett & Co. Adds
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Clyde
C. Lane and Hiram H. Stolurow
are now with C. E. Abbett & Co.,
3277 Wilshire Boulevard. Mr.
Stolurow was previously with
Morton Seidel & Co.
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1948 Underwritings
The high-grade State,, municipal and

corporate bond issues in which Otis & Co.

participated as a principal underwriter in
1948 totaled approximately two billion
dollars.. : :

With fifty years of experience in the

underwriting of securities on a large scale,
we maintain, in addition to our Ohio head¬

quarters, offices in many of the leading
cities of the country.
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Business and Finance Speaks After the Turn of the Year

Harvey L. Schwamm

(Continued from page 78)

increasing demand, but a shortage of asbestos looms
ahead. 7" 7 7:_ v
As with other industrial concerns, Thermoid shall con¬

tinue to be faced throughout 1949 with changing condi¬
tions affecting its overall plan. The relative intensity
of the inflationary spiral, the probable increase in taxes
on industry or other restrictive legislation, shortages in
some raw materials, the changing effects of the Marshall
Plan, on American business, and a less comforting out¬
look with regard to labor—all are present complexities
that will only be met by skilled and alert management.
Thermoid's own labor outlook for 1949 is excellent.

; Washington and European events will vitally affect
business conditions. The extent of this influence on

business, or the degree of public reaction, is a matter the
future will unfold. As a consequence, no one can or
should predict beyond a limited period—certainly not
more than one year—in an era of changing national and
world conditions. ^7ww.;' W/—

Thanks to the "Chronicle" for an opportunity to again
wish our friends in industry good health, happiness and
prosperity in the New Year.

By MAJOR HARVEY L. SCHWAMM,
Chairman of the Board and President,
The National Bronx Bank of New York

As the year 1948 drew to a close the national economy
was at the crossroads. During the first part of the year
we moved rapidly along the inflation road that the coun¬

try has been travelling since the end of the war.
Business activity was at boom

levels, wages and employment were
up, accumulated savings kept pace
with the high level of income and
demand outran supply despite capa¬
city production by many industries.
But shortly after the half-year turn

the signposts were becoming less
clear. Although demand for durable
goods continued unsatisfied, soft
goods lines were showing weakness
and price breaks were beginning to
make nevys headlines for the first
time since the war.

A fourth round of wage increases
threatened to force some prices still
higher. Analyses indicated that in¬
dustry was planning to cut back its
capital spending for new plants by
two or three billion dollars in the year ahead.
In the banking field the same trends were apparent.

During the second half of the year, business loans were
down from previous record highs and the upward curve
of deposits was rounding off. Borrowing was encouraged
on the one hand by the easy-money policies of the U. S.
Treasury and discouraged on the other by increases in
bank reserve requirements of the Federal Reserve Sys¬
tem as well as an increase in the Federal Reserve redis¬

count rate.

The year ahead may well have its difficult moments.
The present balance of inflationary and deflationary
forces calls for a flexible credit policy and careful atten¬
tion to sound banking principles.
Our "crossroads" economy may move rapidly in a new

direction with little previous notice.

WILLIAM SCHMIDT, JR.
Chairman of the Board and President, Consolidated Gas

Electric Light and Power Company of Baltimore

The electric and gas industries have just completed
a year of record demands for their services and are now

preparing for even greater demands in the year 1949.
The use of electricity and gas in industrial processes

is expanding with the development
of new applications and the growing
acceptance of these services as a

means of obtaining greater onerating
efficiencies. Stores, shops and other
commercial establishments are mak¬
ing greater use of electric and gas
facilities to improve their competi¬
tive position. In the residential field,
new home building and the demand
for modern living conveniences con¬

tinue to push the use of electricity
and gas to new high levels.
Wide-awake to the need for meet¬

ing the increasing demands of their
customers, the electric and gas in¬
dustries are energetically proceed-

Wiliiam Schmidt, Jr. ing with the greatest construction
programs in their histories. During

1949, and for several. years thereafter, large sums of
money will be spent on increasing production capacity,
building new substations and extending transmission
and distribution facilities.

Financing these vast expenditures at reasonable

money rates will require the maintenance of sound cap¬
ital structures and earnings adequate to pay a reason¬
able return on securities presently outstanding and
enough more to attract the additional capital needed. In
the face of fixed rates for service and rising costs of do¬

ing business, it has been necessary for many utilities to
seek rate increases and the indications are that more rate
adjustments will have to be sought if utility credit is to
remain unimpaired. Utilities must compete with other
industries for the investor's money and this can be ac¬
complished at reasonable rates only if earnings are
maintained at an adequate level. It is encouraging to,
note that regulatory authorities have in many cases

already recognized the problems facing the utilities and
have granted requests for higher rates. ■

In Baltimore, the Gas and Electric Company has under
way the largest expansion program in its history. The
new facilities are planned to meet the large growth an¬

ticipated in this thriving area. Baltimore's location pro¬
vides many advantages to industry. A fine port; excel¬
lent terminal and transportation facilities; favorable
freight rates to the central area of our country; nearby
coal; local sources of steel, copper and many other semi¬
finished products; widespread markets in the industrial
areas of Eastern United States, the Southern States, the
West Coast and overseas; manpower with an enviable
record of stability and cooperation; and numerous other
favorable factors have brought many and widely diver¬
sified industries to Baltimore.

, ;
, '■

A program of port and industrial development promo¬
tion is under way in Baltimore and the Gas and Electric
Company is cognizant of its responsibilities to the com¬

munity it serves, and will be prepared to do its part by
offering electric and gas service in adequate amounts
at reasonable rates.

EMIL SCHRAM

President, New York Stock Exchange

The postwar investor requires a different approach
in the satisfaction of his needs than did the investor of
the thirties or the twenties. High taxes, made by the cost
of war, and which have been continued in peace to
finance our rearmament and the re¬

habilitation of Western Europe, have
deprived the capital markets of the
type of investor previously relied
upon to finance business and indus¬
try. We have witnessed significant
changes in the division of the na¬

tional income, with a much larger
share going to labor and farm
groups, which have not hertofore
been important purchasers of cor¬

porate securities.
Many investment houses, aware of

this change in their clientele, have
readjusted themselves accordingly.
This adjustment is in the direction of
presenting their services to a larger
group of potential investors. More
people are sharing in the earnings
of American industry and, consequently, larger numbers
are in position to share in the ownership of it.

_ Thus,
the policies of more investment houses will be directed
toward widening the ownership of our corporations.
This is a desirable objective. The American, economy

requires a broader base of ownership. A more wide¬
spread interest would serve to generate a steady flow of
risk capital and provide a foundation for stable pros¬

perity. ' 7 .

In the past, too much emphasis has been placed upon

day-to-day events and the effect of these events on

securities prices. Not enough emphasis has been placed
upon the need for the conditions which create confi¬
dence in ownership. There have always been two atti¬
tudes which the investing public could take toward com¬
mon stocks. Stocks can be regarded as a means to make
a profit from the varying fortunes of business or as a
means of producing income. When we examine the rec¬

ord of common stocks over the past twenty-five years,
which included the worst depression this country has
ever known, we realize that, from the point of view
of producing income, they have been highly productive.
Many common stocks have been attractive long-term
investments every year since 1923, with the possible ex¬

ception of 1928 and, of course, of 1929. Ji;. ' t
During 1949, I believe the advantages of long-term

investment in common stocks in comparison with in¬
vestment in debt should and will be brought to the
attention of the new groups of our population that have
accumulated large sums of liquid capital since the war.

Under present conditions, many of these potential
investors have confidence in the ownership of local in¬
dustry, but do not carry their confidence beyond the
region in which they live. For example, we learned

recently that an investment house had no difficulty in
distributing the common stock of a local utility but,
when it attempted to sell the stock of an equally good
company, unknown to the house's customers, it met
resistance. Apparently, people thought of the local util¬

ity as an investment and of another utility serving an-
• other part of the country as a speculation. The problem
has, thus, become one of education.
The New York Stock Exchange is seeking to bring

about a fuller appreciation of the benefits of intelligent
securities investment on the part of those who have

never formed the habit of investment. In this broad

program, we welcome the cooperation of every institu¬
tion and individual interested in contributing to eco¬

nomic progress, -'\ r&:

Emil Schram

Harry H. Schwartz

HARRY H. SCHWARTZ

President, National Department Stores Corporation

The period ahead will be one of readjustment—read¬
justment of prices at both the manufacturing and retail
levels—readjustment of inventory structures—readjust¬
ment of expense structures— readjustment of retailers'
buying habits—readjustment of pro- r
motional activities and further in¬
tensification of the competitive
wangle. Spending power appears

likely to continue, but retailers and
manufacturers alike will have to
work harder and do more to trans¬
late that spending power into sales.
Sales performance will vary in rela¬
tion to the speed and aggressiveness
with which the necessary adjust¬
ments are made. This applies to
manufacturers supplying the retail¬
ers as well as to retailers themselves.
7 1948 saw the beginning of neces¬

sary price adjustments but both the
scope and extent need broadening
to effectively stimulate the lacka¬
daisical buying spirit prevailing at
the end of the year. Opening spring prices in many
lines do not show the necessary readjustment to main¬
tain the volume in those lines. The cost-plus system of
pricing should be relegated to the past and the produc¬
tion and distribution of merchandise at prices which the
consumer wants to pay should again become the para¬
mount theme, which keynoted the successful operation
of the prewar period.
Shopping and buying will be two separate and dis¬

tinct steps, and prices, presentation and promotion as
well as style and timeliness, will be necessary in order
to convert a shopper into a buyer.
Profits in 1948 will probably represent only a fair

average return on sales and on investment and retailers
will not be able to think in terms of "how much of an
increase do we need to maintain profits," or conversely,
"how much less profit will we make on the same volume
of business."

1949 will mean the battle for maintaining profits
without further sales expansion and this will require
a more vigorous approach to expense savings and
greater efficiency of operation. Salesmanship at all lev¬
els from the sales promotion office through the mer-

chadising division and the display division down to the
girl behind the counter must again become a byword.
Merchandising agility will also resume its proper im¬

portance in the 1949 retail picture. Having what the
customers want when they want it while .holding buying
errors and 'leftovers *'at a minimum level, will be the
required contribution from the division.

1949 therefore looks like a normal year with all of
the many problems incidental to the business of retail
distribution and one in which the thoroughbreds will
again turn in a creditable performance.

FRANCIS P. SEARS

Chairman of the Board, The Columbian National
Life Insurance Company

I am confident that we in the Life Insurance Busi¬
ness may look forward to an active and successful year
in 1949. . 7;/7-';;^77:^-: ' ;;
Everything indicates prosperity for the country, more

people are employed than ever be-
^ „

fore, wages are universally higher,
business is at its peak in volume
and the need for a greater amount
of insurance in the event of the
death of the breadwinner is self
evident in these days of high cost of
living. The 200,000 salesmen in our

business are apostles of this need
and have taught the American hus¬
band and father that he has a solemn

duty to take care of his dependents
after his death.
There does seem to be an unat¬

tractive tendency developing in this
country that the care of the aged
and infirm is not the responsibility
of their grown-up descendants, but
of the state,whereas in old days the

, - , '
grown-up sons, used to feel it a natural duty, even a
privilege, to take care of aged cr impoverished parents.
Life insurance agents have been quick to note this

trend and have found that the Deferred Endowment An¬
nuity which guarantees the insured himself a regular
monthly income for the balance of his life after reach¬
ing age 55, 60 or 65 fills a strongly felt need.
Another recent innovation in the business is the issue

of Juvenile Insurance on very young children in con¬
siderable amounts, and group insurance has provided
an easy and inexpensive way to take care of large
numbers of people in the same organization and has
become increasingly popular with the great increase in
employment. .

Thus in ' 1949, with the tremendous increase in the
number of children, with the deep conviction that the
high cost of living makes more life insurance impera¬
tive and the perhaps unpleasant, but nevertheless
firm realization that one must provide for oneself and
one's life partner after retirement age, the life insur¬
ance agents are finding a strong demand for Juvenile
Insurance to protect ^he new youngsters and for regular

v; * (Continued on page 82) ■-

Francis P. Sears
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The Slate oi Trade and Industry
(Continued from page 5)

kets, the trade paper adds, it was
found that automobile people look
for an easier supply of steel later
in the year and still feel that the
only thing keeping them from
making new production records is
the lack of steel.

• The oil and gas industry is still
one of the prime buyers of steel
and a supporter of the conversion
market and the gray market, ac¬
cording to "The Iron Age." As yet,
however there is no clear-cut evi¬
dence that people using such
methods of getting more finished
steel are ready to depend en¬

tirely on regular mill sources.
The gray market now only

serves as an emergency supply by
thje in-and-outers— those who
need a small amount of stuff to

keep operation schedules at a

point where more profit for the
manufactured product is possible.
As these in-and-outers get a little
more steel from regular mill
sources they too will leave the
gray market.
One other market which must

go, concludes "The Iron Age," be¬
fore steel can be said to be in a

normal condition, is the premium
market, where steel is sold by
steel companies at prices higher
than the majority of firms quote.
This applies in some cases to
plates, sheets, bars and some

structurals. A check on those
firms which have higher-than-
average prices for some products
shows no fall in demand. Thus,
there has been no reason to reduce
these premium prices which they
say are based on higher costs.
Competition, brought on by less
demand, will drop them, but that
time is not yet here.# /

The American Iron and Steel

Institute > announced that steel
production this week is sched¬
uled to set another new record
which will be 14,800 tons larger
than the previous peak reported
in the week beginning Jan. 10,

'*■ 1949. The operating rate of steel
companies having 94% of the
steel-making capacity of the in¬
dustry will be 100.1% of capac¬
ity for the week beginning Jau.
17, 1949, as against 99.3% in the
preceding week, the new rate at
the start of 1949. The Institute

/ reports the schedule of opera¬

tions is up 0.8 point, or 0.8%
« from the previous week.

This week's operating rate is
: equivalent to 1,845,400 tons of
steel ingots and castings com¬

pared to 1,830,600 tons a week

ago, 1,597,000 tons a month ago

and 1,732,200 tons, or 96.1% of
the old capacity one year ago

- and 1,281,210 tons for the aver¬

age week in 1940, highest pre¬

war year.

The current percentage rate
of operation is based upon the
total annual steel-making ca¬

pacity of 96,120,930 tons as re¬

ported by the producing com¬

panies at the start of 1949.

Electric Output Tapers Off in
Week Ended Jan. 15

*

The amount of electrical energy
distributed by the - electric light
and power industry for the week
ended Jan. 15 was estimated at;
5,726,708,000 kwh., according to j
the Edison Electric Institute. The i
final figure for the week ended
Jan. 8, 1949 was revised upward
to 5,741,663,000 kwh. as against an
estimated figure of 5,691,770,000
kwh., reported a week ago. For
the week ended Jan. 15, a decline
of 14,955,000 kwh. below output in
the preceding week was recorded.
However, it was 356,596,000 kwh.
or 6.6% higher than the figure re¬

ported for the week ended Jan. 17,
1948; It was also 869,818,000 kwh.
in excess of the output reported
for the corresponding period two
years ago.

Carloadings Increase 23.4% in
Latest Week

*■ Loadings of revenue freight for j
the week ended Jan. 8, 1949, •to^l

taled 721,507 cars, according tc
the Association of American hail-
roads. This was an increase oi

13-3,879 cars, or 23.4% above the
preceding week, but a decrease oi

109,303 cars, or 13.2% under the
corresponding week in 1948. It
also represented a decrease of
109,446 cars, or 13.2% below the
similar period two years ago.

Auto Output Rises in Latest Week

Production of cars and trucks
in the United States and Canada
for the past week was estimated
to be 108,329 units compared to
98,422 (revised) units in the pre¬
vious week, according to "Ward's
Automotive Reports."

Ward's attributed the im¬

provement to the return of
Packard volume to full strength
following inventory, and to in¬
creased production of Chevro¬
let's 1949 models which climbed
some 3,000 units above the week
before.

Output in the similar period a

year ago was 109,031 units and in
the like " week of 1941, 124,025
units.

Last week's output consisted of
77,913 cars and 26,109 trucks built
in the United States and 4,307 cars
and trucks in Canada.

Business Failures Hold at High
Rate

Commercial and industrial fail¬
ures totaled 127 in the week ended
Jan. 13, one below the preceding
week, reported Dun & Bradstreet,
Inc. This compared with 61 in
the corresponding week of 1948
and 37 in 1947. Failures remained

considerably below the prewar
number of 380 in the same week
of 1939.

Retail casualties rose to 61,
the highest number since early
1943. Commercial service fail¬
ures also rose in the week,
while manufacturing, whole¬
saling and construction failures
showed a decline.

Failures in the Middle Atlantic
States rose, while Pacific and New
England failures dropped. In the
East North Central States casual¬
ties increased to 26, the hignes*
number in this region in any
week since January, 1943.

Food Price Index Recedes Further
In Latest Week

Continuing the general down¬
trend of the past six months, tne.
wholesale food price index, com¬
piled by Dun & Bradstreet, Inc.,
declined four cents to stand a.

$6.08 as of Jan. 11. Off 17.4%
from the July 13, 1948, all-time
high of $7.36, the current figure
is the lowest since May 27, 1947,
when it registered $6.02. It com¬
pares with $7.28 on the corre¬

sponding date a year ago,, or a

drop of 16.5%.

Commodity Price Index Shows
Mixed Price Trends in Latest
Week

Price trends continued to be
mixed during the past week,
largely reflecting uncertainties
over new farm price legislation.
After a strong opening, the Dun &
Brandstreet daily wholesale com¬

modity price index fell to a new
17-month low of 267.72 on Jan. 8,
but rallied somewhat in the clos-t<
ing days of the period. The index
closed at 268.88 on Jan. 11, com¬

pared with 268.36 a week earliei
arid 307.18 on the comparable date
a year ago.

Trading in grains broadened
last week following the holiday
dullness of the previous fort¬
night. Prices were irregular and
moved in a narrow range. Net
changes were small and the

general undertone continued

heavy.

Wheat and corn declined h1
sympathy with the sharp break in
soy beans. Corn, however, de¬
veloped considerable resistance tc
the downward pressure as the re¬

sult of active government buying.
Farm holdings of corn as of

Jan. 1, according to the Bureau of
Agricultural Economics, were re¬

ported at the • record level of
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2,519,560,000 bushels. Domestic
flour bookings continued to lag
The export flour market showe.
some pick-up and was featured by
further active buying for Italian
account. Lard was under pressure
with prices dropping to new low:
for the season. Hog prices fluc¬
tuated over a wide range and rose

sharply at the close to recover

most of the loss suffered the pre¬
vious week.

Spot cotton prices averaged
slightly higher last week although
movements were irregular anc
fluctuations held in a narrow

range. Sales volume in the ten
spot markets increased over the
previous holiday week, totaling
143,168 bales this week, against
97,700 last week, and 137,800 ir
the corresponding week a year
ago.

'-There was some easiness at
times induced by uncertainties
as to what form price support
legislation will take and weak¬
ness in other commodities.

The declines were offset to r

large extent by mill buying and
expectations of early price-fixing
against anticipated sales of cotton
to Japan and Korea. Also, it was
reported that China was seeking
a large quantity of the staple tc
be financed by an ECA credit
Loan entries as reported by the
CCC for the week ended Dec. 30

dropped to 143,000 bales, froir
202,000 the week before. This
brought total entries for the
season to that date to 3,932,000
Withdrawals from the loan stock
were reported at only 12,400

bales, leaving about 3,920,000
bales still under loan. Except for
a slight softening in some print,
cloth sections caused by offerings
of second-hand goods at below
mill prices, the general price tone
in the carded gray cloth market
held quite firm during the week.
With most dealers said to be

holding small inventories, wool
prices in the Boston market held
at firm levels although trading
remained at the slow pace of re¬
cent weeks. United States buyers
were more active at the opening
auctions in Brisbane, Australia.
Trading was active and prices
ranged about 10% above those
recorded at the previous Brisbane
sales held in November.

Retail and Wholesale Trade
Slightly Exceeds Pace of Like
Period in 1948

With special promotions and

January "white sales" continuing
in many areas, retail dollar vol¬
ume rose moderately in the period
ended on Wednesday of last week.
Consumer purchases slightly sur¬
passed those of the similar week
a year ago, according to Dun &
Bradstreet, Inc., in its review oi:
trade. Shoppers continued to be

very conscious of both price and
quality. Medium-priced mer¬
chandise of acceptable quality was
eagerly sought.
Attracted by well - advertised

promotional events, shoppers in¬
creased their apparel purchases
last week. The demand for
women's wear moved upward

(Continued on page 83)
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(Continued from page 80) .

life insurance to protect the whole family in case of
death of the breadwinner with the very inexpensive
Family Income Rider to provide additional benefits in
the event of the unexpected death of the breadwinner
before the children are sufficiently grown-up to sup¬

port themselves and for endowment annuities to protect
the breadwinner himself in his old age.

Every now and them some [ demagogue tries to get
into the lime light by claiming that the total of life in¬
surance funds, in the alleged control of a comparatively
small group of insurance company officers, is a huge
fund that might be used to threaten the national safety.
They doh't explain how this might happen, but I ask you
to realize what a minute sum the total assets of all the
Life Insurance Companies in the United States is—
only $55 billion, only 20% more than our worthy Presi¬
dent wants to spend during the coming 12 months with
little or nothing left to show for budget expenditures at
the end of the period, while the Life Insurance Com¬
panies have to care for some 75 million policyholders
whose only asset in most cases is their life" insurance
policy, except for a small savings bank account and
perhaps a tenuous holding in a home,obtained by a GI
Loan of 100% of its value.
There ought to be 10 times as much life insurance in

force in this country as there is, and I believe the year
1949 is going to be a splendid year to place a lot of it.

CLARENCE E. SEARLE
*

President, Worthington Pump and Machinery Corp.
I am glad to. express confidence in the prospects for

our company for 1949. The present backlog will carry
deeply into the year and with tremendous development
and expansion programs going on in many of the in-

dustrial markets we serve, it is not
unlikely that 1949's volume will
about equal 1948's provided higher
material costs, wage rates, and taxes
do not necessitate further price in¬
creases which will reduce the vol¬
ume of new business the corporation
is able to procure.

The major markets of the corpora¬
tion include petro-chemical, syn¬
thetic fuel, public utilities, construc¬
tion, mining, agriculture, municipal¬
ities, marine, railroad, and ceramics.
For these markets the company

manufactures Diesel, gas and steam
power plant equipment, pumps and
compressors for handling liquids and
gases, concrete mixers, pavers, port¬
able air compressors and contractors'

air tools, air-conditioning and refrigeration equipment,
and mechanical power transmission equipment. Some of
these lines are seasonal, for example, construction equip¬
ment machinery and comfort air-conditioning. The de¬
mand for industrial air-conditioning equipment, how¬
ever, is expected to be substantial during the coming
year.

Steady demands for petroleum products and chemicals
are activating the building of new plants and additions
to existing refineries in those fields, and the natural gas
industry is engaged in a tremendous expansion program.
Worthington products such as gas-engine driven gas
compressors, air compressors, pumps, and power trans¬
mission equipment have made substantial gains in those
industries.

Continued shortages of steel and other materials have
restricted considerable activity for Worthington as well
as for other machinery manufacturers. The uneven flow
of materials, components, and supplies, in some instances
has resulted in unbalanced production and a slowing up
of the manufacturing cycle. This factor, coupled with
the necessity of purchasing materials from warehouse
stocks to make up shortages, naturally results in high
inventories. In spite of these difficulties, in 1948 Worth¬
ington has, in physical output, more than doubled the
best performance of any year prior to the war.

Prospects for 1949 indicate a continued high demand
for Worthington products in export. Although restric¬
tions on imports have been established by practically all
countries comprising its principal markets, Worthington
products continue in the category of preferred imports.
It is anticipated that notwithstanding dollar shortages,
export sales for 1949 will continue at a rate equal to
that of the past year. Worthington's foreign affiliated
factories in England, France, Spain and Italy all have
substantial backlogs of orders which assure them of

steady operations for the year ahead.
The corporation's European organization confirms the

reports of improvement in the economies of the various

ECA countries, and expresses the belief that the shortest
route to stabilizing economies is through the purchase
of more capital equipment from the United States, there¬
by bringing into production better and expanded facil¬
ities for producing end products so sorely .needed.

During the past year we have increased and modern¬

ized our facilities—notably in the foundry at Harrison,
N. J., Works, Holyoke, Mass., Works, and at our sub¬

sidiary company's plant, JSlectric Machinery Manufac¬
turing Company, Minneapolis, Minn., with faith in the
future and a determination to merit our customers' con¬

fidence by rendering them service.

W. W. Sebald

W. W. SEBALD

V President, Armeo Steel Corporation ; ,

From day to day there are indications that steel sup¬
ply and demand are getting closer in balance, and tnat
the pipe-lines of steel products are being filled. Today
we can walk into stores throughout tne country and

purcnase most of the things made of
steel we want, whether they are bi¬
cycles, stoves, washing machines, or
what not. There are, of course, still
some products which are not easy
to obtain. As the weeks go by, these
products also will become more

readily available.
Further evidence that a closer

balance is being reached is that
manufacturers of many steel prod¬
ucts are now producing in line with
seasonal demand. For the first time
since 1940, sales of most consumer
durable goods are experiencing a re¬
turn to the normal seasonal low for
this time of year. For instance, stove
manufacturers are at present either
curtailing operations or stocking'for

next summer's trade.

Even though the urgent need for steel in many lines
of business is subsiding, we believe the steel industry
will operate at a very high rate during 1949, and may

average close to capacity if the new Congress does not
pass legislation unfavorable to business. This should be
true particularly in the flat rolled steel field.
It is likely, however, that there will be a reduction

during the year in the quantity of "conversion tonnage."
There has been a considerable volume of ingots produced
in electric furnaces and in open hearths by companies
which do not possess rolling and processing facilities.
These ingots have been converted into sheets and strip
by other companies which regularly produce these prod¬
ucts and have excess rolling and finishing capacity.
This conversion tonnage costs the users of such sheet
and strip much more than the market price. N'aturally,
this tonnage will be eliminated before normal produc¬
tion is affected,
Due to the scarcity of sheets and strip, substitute mate¬

rials have frequently been utilized. In m'ost cases, usage
of these substitutes will also be discontinued. This also
should help to maintain a high rate of sheet and strip
production.
The government voluntary allocation program has,

during the past year, disrupted the normal flow of
steel to certain industries. This has affected their op¬

erations. It is hoped that any future allocation plans
will be confined to our naval and military programs for
such quantities of steel required for our national secur¬
ity- /
Steel production is rising fh other parts of the world,

which will ease the pressure for our steel from abroad.
Nevertheless, if there are no strikes, and if no legislation
is passed adverse to business, we believe the steel indus¬
try will operate close to capacity during 1949.

FRANK A. SEWELL

President, The Liberty National Bank, Oklahoma City

Oklahoma banks in 1949 will probably show some
decline in deposits, an increase in loans, higher rates
of interest, and slower collections. < This -view of the
outlook for banking in Oklahoma as present seen is,
of course, subject to changes that
might be brought about by a multi¬
tude of causes, such as war, drouth,*
alteration in foreign and domestic
policy, etc.
Oil production and refining in our

state seem to be headed for as nearly
a normal year as can be expected.
A new field in Beckham County has
been discovered and is just being
developed. It probably will tend to
offset production declines elsewhere.
The Garvin County field promises
further extension and production for
the long pull. .'■Vy- fc

Manufacturing and employment
are at a high level, and promise to
continue so, subject, however, to a
very probable narrowing of net in¬
come and profits because of increased costs. Oklahoma,
however, is basically a farm state and is subject to an
agricultural economy. It is hardly reasonable to expect
the wheat crop in 1949 to equal either in size or value
the all-time records established in 1947 and 1948 when

weather conditions were so nearly ideal in the growing
season. Oklahoma weather history proves that the ex¬

cellent seasons of the last two years were unusual and
not to be expected year after year. -A good wheat crop
may be had in 1949 as the present U. S. Agricultural
forecast of the condition of the crop stands at 90%. This
is much better than it was at this time last year when

we had experienced a fall drouth. A good crop for
Oklahoma would not necessarily mean yields equal to

those of the last two years.

The cost of doing business on the farm are very sim¬
ilar to costs of doing business in other lines. This cost,

Frank A. Sewell

C. R. Sheaffer

greater than ever before, results in narrowing . the
margin of net profit. . . .. .. /* ^/';•%V,;.1:^';:yVy■
Prices of farm products will probably continue to

be high throughout 1949 because of parity prices along
with a strong demand, but it is the cost of operations
that will make the difference. It seems to me tnat -Mr.
Leo V. Blakley, a farm economist at the Oklahoma
A. & M. College, sums up the situation well when .he
says, "Stable prices with increasing costs probably will
cause the net farm income in 1949 to be lower than in
1948, but the 1949 net farm income should remain higher
than for any other year except 1947 and 1948." yy
I believe that 1949 can be a profitable year for w.ell-

managecl banks. .

C. R. SHEAFFER

President, W. A. Sheaffer Pen Co.

It is difficult to predict with any degree of certainty
what lies ahead for business in 1949. The confusion
existing throughout the world and the many factors,
.both economic and political, that are beyond the control

of those who operate our business
system are bound to upset, at least
to some extent, the forecasts for even
those months that lie immediately
ahead. The possibility of greater
inflation caused by increased gov¬
ernment spending, of further wage
increases without-corresponding, in¬
creases in productivity, of higher
corporate taxes, of materials alloca¬
tion and the like, is not so remote
tljat it can be * disregarded in" pur
forward thinking. If any of these
possibilities materialize, hopes, of
avoiding higher prices and hopes for
increasing output,'for replacing ex¬
isting facilities and for expanding
operations will be dampened to a
measurable degree.

If, however, business is permitted to operate in an
atmosphere that promotes incentive and greater effi¬
ciency and productivity, the outlook for 1949 apoears

encouraging, even though there will undoubtedly be
some, but not a serious, decline in the sales volume of
many products. Many businesses already find themselves
in a buyer's market and others are fast getting there,
which means, of course, that competition will become
much keener and will become a much more important
factor than it has been during the past few years. 'This
situation, however, is a very healthy one and orre that
should bring more stability to our economy as well as

greater value to the consumer.

At the moment we see no reason to believe that this
outlook for the coming year need be qualified so far as
our own operations in the fountain pen industry' are
concerned. Nor do we foresee in 1949 any drastic change
for the worse in our satisfactory 1948 sales and profit
picture.

C. A. SIENKIEWICZ

President, Central-Penn National Bank of Philadelphia

Mixed trends characterize current business conditions.

They reflect continued postwar adjustments that were

fully expected. These adjustments in fact have been in
process for over a year, even though they have been
obscured somewhat by tfie strained
situation abroad. The over-all cor¬

rection has.,been rather orderly and
it shows no threat of severe recession
or depression in the immediate fu¬
ture but only a continuation of the
delayed transition from war to
peacetime activity.
In the first place, production,

employment, income and consumer
expenditures continue at" highest
peacetime levels. Business and per¬
sonal savings are still well above
prewar levels, although the rate of
savings has been declining toward
the more normal pattern of the
past. The resourcefulness and the
recuperative power of the economy
as well as the needs and wants of

the people are symptoms of vigor and health, not of
deterioration or impending collapse.
Second, deferred demands and distortions are being

gradually overcome and normal relationships between
consumers' spendings and money supply are being rap¬

idly restored. The supply of goods is catching up with
the demand for them. The high rate of production and
increased capacity during the past three years have
accelerated the return of this balance.

Third, the price level is adjusting to a postwar pat¬
tern. This trend is evident among individual commodi¬
ties and groups of commodities. Prices of farm products,
food and consumers' goods are undergoing more signifi¬
cant corrections than appear from current indexes. And
these corrections at present do not indicate violence,

such as occurred in the early 1920's. It is hoped that

they are allowed to run a normal course toward -some
stable level without undue interference through , hew

C. A. Sienkiewicz
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brands of controls which seldom, can be appropriately
applied even by the wisest of men.
Fourth,- capital expenditures in the past two years

have not been for speculative purposes, but to replace
(deferred needs and add new facilities in order to in-'
crease efficiency and control cost-price relationships.
{Estimated declines in private capital outlays—except in
oils, rails and public utilities—may be partly offset by
public expenditures. Expenditures for national defense'1
also may be a large factor, depending on the course of •

foreign events.
< Fifth, the banking system is in a very strong condition
with respect to quality of assets, liquidity and ability to

$ finance legitimate business needs,. The volume of cpm^.
mercial bank loans is only about- ,20%r ofrdisposable
■income as compared with 25% in 1939 and over 40% in
1929.: Putting it another way, total loans at present are
about 40% of money supply (currency and .-.demand de¬
posits adjusted) as against some 130%o in 1929. This
means-that loans this time cannot aggravate recession
as; they did in former periods of transition. Even the

,

volume of consumer credit is still low in relation to
personal income after- taxes, as contrasted to former;.

,, records.k ,;
^, V"'.V : ;;■ V.v- ;■ / </--

y*;.Sixth, in terms of money recent price changes have
? virtually equated the supply and demand factors- so that

inflationary forces no longer hold the same threat to

/the economy that they did in the first two years after
., thfe war; Unless the international situation gets "much
/ worse* than it seems to be now, it may be said that we-
haye reached and passed the inflationary crest and that
from now on attention should be directed toward main-

r taining" production, employment and income at high
levels.;: Public interferences with the corrective

processes now in progress would simply prolong the
imbalance in the economy, and unnecessarily impair
confidence and retard planning, decisions and expendi¬
tures by business and individual consumers. At this

v juncture a policy of "let well enough alone" may be the
safest course to follow watchfully.
•

Seventh, public emphasis should be placed on the need
for increased productivity and self-restraint in order to

1

stabilise "cost-price relationships and hold down break -
* even points in industries. Public expenditures should
be rigidly controlled, with the hope that it will not be
necessary next fiscal year to exceed the President's
estimate of $15 billion for national defense. The budget

,rnaturally/should" be kept in balance and, a modest sur¬
plus built up for debt reduction. Government units—
Federal, State and municipal—should be made to prac¬
tice self-restraint, particularly in cases involving Fed¬
eral lending and guaranteeing of credit. The flow of
venture

. capital into new industries and enferprises
should be encouraged. Discriminatory effects of taxa¬
tion should be removed as soon as possible to induce

-•investors,to- take risks and participate in economic
'/progress.'; The growing emphasis on economic security,
which tends to impair the ability of the economy to

i develop new industries in response to shifts in the

pattern of demand, is not a characteristic of a stout,
progressive economy. This trend should be combated

through the concerted efforts of the government, labor,
"management, farmers and the consuming public.
V With a cooperative spirit, intelligence and a genuine
desire' fo finish the job of changeover effectively, we'

can view* ?the current year with sober optimism, without
fear of hard times or economic regimentation.

C. R. SMITH
, , Chairman of the Board, American Airlines

American-Airlines made significant gains in efficiency
and economy during 1948. If a reasonable level of gen¬
eral business is maintained during the coming year and
mail rates are increased to reflect postwar costs, the

v company will have a profitable year
in 1949.

American anticipates that the last
of the DC-3 and DC-4 passenger
planes will have been retired from
operation by the end of March, 1949,
being replaced by the more modern
DC-6 and Convair types. American is
presently operating 50 DC-6 air¬
planes and 48 Convair Flagships. All
the 75 Convairs on order will have
been delivered by late Spring. The
new fleet will provide higher speeds,
greater comfort and superior econ-

onomy in operation.
The total inter-city travel for 1948

was less than for 1947, but it seems
evident that air transportation fared
better on a comparative basis than

other forms. Total air travel decreased about 3.5%. Pre¬
liminary figures indicate a 12%* drop for railroads and
5% for bus operators.
-

The operation for the second and third quarters of
the year was profitable and it seems evident that the
fourth quarter may also be profitable. Loss for the first
quarter was $5,168,394, but loss for the nine months
ending Sept. 30 had been reduced to $3,998,593.
The year of 1948 included non-recurring expenses of

substantial amount, principally the cost of training and
(Continued on page 84)

C. R. Smith

The State of Trade
(Continued from page 81)

slightly and consumers continued
to request winter coats in large
numbers. Furs offered at some¬

what reduced price levels were
sold in an increased volume. Many,
clearance sales were instrumental
in; boosting the volume of men's

apparel. Special sales of shirts
j were very numerous,

ex-;.I Housewives bought more food
-4,'. than in the preceding week and

total dollar volume was slightly
larger than in the similar week
a year ago.-

Moderately-Priced meat cuts sold
in larger volume than in the pre¬
vious week; seafood continued to
be very popular. The demand for
frozen foods rose slightly.
Consumer interest in furniture

and home furnishings was gener¬
ally unchanged the past week and
the volume fell slightly below tbal
of the comparable week last year.

% • The consumer demand for
major appliances remained near

the limited level of recent
weeks.

There was a slight dip in the
sales volume of television sets.

• - Retail volume for the country in
L;the period encied on Wednesday
'of last week was estimated to be
71 from 2 to 6% above that of a

year ago.

Regional estimates varied
from the corresponding levels

-; of a year ago by the following
percentages: New England and
Southwest up 2 to up 6, East and

4

Pacific Coast up 2 to up 5, South
down 3 to up 1, Midwest up 3 to
up 7 and Northwest up 1 to
up 5.

The volume of wholesale orders
increased slightly last week
though total dollar volume did not
vary considerably from that in the
comparable week a year ago.
Department store sales on a

country-wide basis, as taken from
{ the Federal Reserve Board's index
k^for the week ended Jan. 8, 1949,
$'tshowed an increase of 9% from
the like period of last year. This
rjcompared with no change re¬
corded in the preceding week
For the four weeks ended Jan. 8

, *1949, sales increased by 10% and
for- the year to date increased
by 5%.

Retail trade here in New York
the past week benefited to a

'

fair degree by trade promotions.
1 '

According to the Federal Re-
- serve Board's index, department
store sales in New York City for

the weekly period to. Jan. 8, 1949,v
advanced by 1% from! the "same

period last year. In the preceding
week an advance of 6%0 (revised)
was registered * over the similar

'Weefc;o£-1947. For the four weeks
^ndetLJan. 8, 1949, a rise of J0%
was recorded over that of last
year and for the year to date vol¬
ume increased by 4%?.

<r*i }.-f7"*!?-*
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■ William J. Shroder

_ (Continued from page 83)
other expenses incident to the introduction of the new
types of aircraft. The requirement for these expendi¬
tures will be substantially reduced in 1949 with conse¬
quent effect on potential,profits for the y.ear.; f ; i
American Airlines completed fthe construction: of; a

$3,000,000 hangar at Chicago during the year. It further
centralized its overhaul facilities at Tulsa, with the
result of improved production and reduced costs.

; WILLIAM J. SHRODER
President, Peoples Bank and Savings Co., Cincinnati

I am inclined to think that in the first half of the year

business will continue very much as it is at present, but
what it will be after that will depend very largely on
the international situation and the part ^ we play in

J

meeting its difficulties. This may
determine whether the forces of in-

I 'J-fMiiim flation will be stimulated or whether
the current leveling off, with its
connotation of limited deflation, will
gain the upper hand.
My personal opinion is that the

deflationary force will become
stronger, that during 1949 the busi¬
ness level as-a whole will be main¬
tained, but that within its entirety
there will be soft and hard spots to
make the general average.
For our business, this means that

bankers must be far more selective
in - their risks and must prepare

themselves to meet more losses than

they have had to face in the last 10
years. I believe that the banking

fraternity is thoroughly conscious of this situation and
that the necessary protective steps are already well
'under way.

On the whole, I think that the banking outlook for
1,949 should be no worse than the experience of 1948.

HERBERT E. SMITH

Chairman of the Board, United States Rubber Company

|| The year 1949 . will be a good year for the rubber
industry and business in general, according to present
indications.

| A serious recession is not likely, but there undoubtedly
pill be certain fluctuations and ad¬
justments normally experienced in a

'

ifcee economy.
Four major influences are at work

;jfcc> keep business at a high level:
ij (l) Full employment at high
(pages, giving the American people
.(great purchasing power.

|| (2) Heavy expenditures by the
ijgovernment to finance the defense
I'and European programs and other
{government activities.
H (3) Large expenditures by manu¬

facturers and other business groups

[;to expand and modernize buildings
•'land equipment. V': . *. '.•••-

(4) Shortages in some durable

{lines, accentuated by government, Herbert E. Smith
purchases. • '
| All rubber products are in plentiful supply.

Sales volume of the rubber industry in 1949 probably
pill total $3.5 billion, about the same as 1948.

I' Approximately 83,600,000 tires were sold in the United
;£>tdtes in 1948. Although this is a drop from the all-time
Jbigh record of 97,500,000 units in 1947, it is far above
the 58,900.000 total produced in the typical prewar year

1939. Next year's tire sales are expected to equal
those of 1948.

iUJElvbherYcbnsum United States for, 1948, is
estimated at 1,075,000 tons, of which 625,000 tons is
natural rubber and 450,000 synthetic. This is a slight
"•drop from the 1,122,000 tons used in 1947, but is almost
(double the 593,700 tons consumed in 1939. It is esti-
iriated that the United States in 1948 will consume 5-3%

jof all the rubber consumed in the world. Per capita
{{consumption in this country is 17 pounds, 10 times the
{{average for the world. >

ij The most important rubber development of 1948 was

•{the introduction of synthetic "cold rubber" which in-
Ijcreases the tread Wear of passenger car tires 30% over
ijthe best natural rubber tires. Synthetic rubber plants
■jare rapidly being converted to the new "cold rubber."
By July, 1949, it is expected that synthetic plants will
■'be turning out the new rubber at the rate of 183,000 tons
fa year, about one-half the total production of general
{{purpose synthetic rubber in the United States.
j{ Foam rubber production, which has been greatly ex¬
panded since World War II, will be increased further
ji i 1949 to meet the growing demand for foam mattresses
and cushioning.

!) Industrial rubber products, including hose, belting,

Lt. Gen. Somervell

{{packing and vibration-dampening devices, will be in
-strong demand in 1949. % ;

,{■ Production of golf balls, bathing caps, druggist sundries
{and other miscellaneous rubber products was substan¬
tially above the prewar level in 1948 and this pattern is
expected to continue through 1949. /

•• Increased sales are in sight for Lastex yarn due to
the growing popularity of elastic fabrics.

BREHON SOMERVELL
President, Koppers Company, Inc.

Koppers Company, Inc., completed additional units of
its postwar-physical expansion program in 1948, and

{ looks forward in 1949. to' continued modernization and
1 1
improvement of its productive facilities, a wider appli-

\ cation of its skills, and an extension
of its service to industry. •'..
Nineteen Hundred and Forty-Nine

presents us with more opportunities
— and more problems— than most
years, but it seems probable that iri-

' dustries with staunch hearts and
keen foresight will solve the prob-

x lems and turn the opportunities into
another successful year of business.
The year 1948 was a favorable one

for Koppers, with sales the highest
in peacetime history, our employ¬
ment at peak peacetime levels, and
total profits, chiefly because of vol¬
ume production, in excess of those

i of 1947. 1
The better profit level enabled us

to raise the dividend rate on our

common - stock to 50 cents per share in the last-quartet'
of the year,-and to announce our intent to keep the com¬
mon stock on a $2 annual dividend basis so long as con¬
ditions warrant. At the same time we did this,- we were
maintaining the highest level of wages to workers in Our
history. ' ;

During 1948, we have spent approximately $11,000,009
to improve our plants and equipment, thus preparing us
for future sales and earnings. Since a considerable por¬
tion of such funds must, of necessity, come from earnings,
it was discouraging to find that as our total profits in¬
creased, profit per dollar of sales revenue remained ap¬
proximately at the same figure as last year, when our
sales volume wae considerably lower. This decline in
profits per dollar of sales, which is common to many in¬
dustries, reflects the rise in operating break-even points
due to increased costs of labor and materials. It serves as
a warning signal that either higher taxation or a sudden
drop in sales volume could quickly curb industry's ability
to progress, with a resultant adverse effect on the
nation's standard of living.
There are strong indications, however, that sales vol¬

ume will remain high in 1949, and it is to be honed that
wiser heads will prevail to curb moves toward higher
taxes that would lessen effectiveness of the nation's pro¬
ductive facilities.

Highlights in 1948

Koppers ends the year 1948 with a total of 55 indus¬
trial plants which are operated under six major divi¬
sions—Engineering and Construction; Tar Products;
Chemical; Wood Preserving; Metal Products; and Gas
and Coke. Its employment in these plants, which are
located throughout the country, reached a peacetime
high of 15,682. • '1 ' .' '
Some highlights of the year's activities were:

(1) Engineering and Construction Division, long a
leading builder of byproduct coke ovens and chemical
plants, entered new fields with construction.oL;a tonnage
oxygen plant at Johnstown, Pa., engineering and con¬
struction of an integrated steel mill at Concepcion, Chile,
and engineering and construction of a synthetic liquid
fuels plant at Louisiana, Mo. The latter two, while well
under way, will not be completed until late in 1949. The
Division also is making surveys for the Government of
India, looking toward possible construction of a large
integrated steel mill and a synthetic liquid fuels in¬
dustry. • i
: (2) The jChernical Division developed and started
manufacturdriOf a new high-heat resistant polystyrene:

9

plastic which won immediate acceptance from molders
"cand extruders;*'"v; v;v;f

(3) The Wood Preserving Division found increasing
acceptance for a product developed in a previous year:
wood, pressure-treated to make it fire retardant.

(4) The Tar Products Division sold its hot-applied pro¬

tective coatings in great volume, which would have been
even larger, except for the shortage of steel pipe, on

which great quantities of the coatings are used. \ " ,

(5) The Metal Products Division developed a new pis¬
ton ring set, engineered around a top compression ring of
K-Spun, a special alloy with unusual qualities. This new

piston ring set will be made available for all cars, trucks,
and buses in 1949. The Division also completed installa¬

tion and testing of a number of installations of its new

industrial precipitators, and in all cases performance has
exceeded guaranteed results. The efficiency of tlie pre¬

cipitators in helping industry to recover valuable prod¬
ucts and adoption of smoke elimination legislation

throughout the country are creating a large potential de¬
mand for this product. v

(6) The Gas and Coke Division completed relining one
of two blast furnaces it operates at Granite City, 111., at a

r cost of nearly $1,900,000. This action assures a large num¬

ber of industries in the St. Louis area of a continued sup¬

ply of much-needed pig iron. » r

J. P. Spang, Jr.

J. P. SPANG, JR. f |
President, Gillette Safety Razor Company

In the year 1948, the razor and blade industry in the
United States reached the highest peak in its history.,
Production records of the Gillette Safety Razor Company^

,?■ both domestically.and in our foreign plants, were ahead
of 1947 and led the industry to the

I new highs which were set. Speaking
for our own company as we enter
the new year, we are confident that
bur past successful merchandising
and advertising policies, our constant
effort to turn out products of the
highest quality, plus continuing and
growing consumer acceptance of
those products, will enable us to
maintain this pace, and our goal is
to surpass it. * : ;

Again speaking for our own com¬
pany, our belief that 1949 can be as
good, or even better than 1948, is
evidenced by the fact that our pro¬
duction schedules for this year have
been set at a higher rate for razors,
blades and shaving cream than our

-

production rate of 1948.
The year 1949, we feel, can be one of continued na¬

tional prosperity. AH the factors for such a continuance
still exist in this country today. : Add to them the large
requirements of foreign markets, and we need have no
unnecessary fears if labor, management and government
work in harmony and as a team toward the goal of an
ever rising standard of living, both here and in for¬
eign lands. ' , {, ;

A. H. STARRETT

President, The L. S. Starrett Company

Business with our company continues at the moment
- to be quite good, but with a lower cash position and
rising inventories we are naturally speculating on our
ability to maintain our current 45-hour work week
schedule. As we undertake new ,

problems, looking into the future,
optimism reigns within our organi¬
zation, but we fully realize that if„,
the current spotty condition of the
best outlets for our products remains
or expands—production in excess of
sales—we, like others, will be forced
to curtail our operations. I think
we all agree there is a mild recession
currently in evidence, but we can't
believe it will become serious, but
sooner or later, following this era

of inflationary spending, a serious
recession of private enterprise must

' follow. History may repeat; another
war might be a new "shot in the
arm" for increased business. With
such a marked division of opinion
as to the possibility of a third world war, can anybody
refrain from the "jitters" as matters stand today? The
business world is very uncertain as to planning, expan¬
sion, etc., in the face of continuing rising costs and fot
which there is no alternative but to contribute to the

inflationary economy by increasing prices. We would
not care to hazard an opinion beyond a 4-to-6-months'
period and, in conclusion, though many will differ with
our views, we are more optimistic than pessimistic.

J. WILSON STEINMETZ

President, The Ninth Bank & Trust Co., Philadelphia

What happened in business, banking, economics, and
politics in 1948 furnishes a good background for what
we may expect in 1949. ;

As the year progressed, goods that had been in short
supply in many lines caught up with
demand. This, together with capital,

* expenditures for plant expansion
r and housing, resulted in increased
/ loans, some of which were made .by
banks and some by insurance com¬

panies and other financing agencies.
Lending institutions sold govern¬

ment bonds to provide funds for the
new loans. The Federal Reserve

System restored member bank re¬
serves through the purchase of sub¬
stantial amounts of government
bonds in the open market. •';.;
? While there were many divergent
factors and despite a small reduction
in the money supply, there was. a
fear of further price inflation.
Late in the year over-supply' ill

some lines, price resistance, voluntary, restrained loan¬
ing policies of banks, increased reserve requirements,
and the election surprise gave individuals, business, and
government cause for a pause and reconsideration?' of
policies. ' *■"'' ■ ' '• ''
As we enter 1949, we are still in that period of pause

so far as individuals and business are concerned. The
President has recommended a tax-and-spend policy. The
extent to which his recommendations are to be carried
out is still for Congress to decide.
While business is readjusting itself, it does not appear

there will be much reduction in the money supply, and

(Continued on page 86). . . i; v .; :. ,

A. H. Starrett

J. Wilson Steimetz
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Using Our Resources—The lob Ahead
I 7 (Continued from page 8)
sbandon most of the functions it
now performs—outside of main¬
taining- public order and national
defense—the economy would be
more prosperous and everyone
would be happier. I do not share
that view. Wise men must con¬

tinually remind themselves that
''time marches on"—that human
institutions must be adapted con¬

tinually to new conditions. -

, Take Stock of Our Resources

I should like to discuss briefly
what business can do and what

government can do to maintain,
and I hope improve, the happy
situation in which the American

people now find themselves. We
should first take-stock of our na¬

tional wealth — those resources

which make America productive
and strong. "Resources" consist of
more than the ore in our mines,
the fertility in our soil, the water
power in our rivers, and the wood
in our forests. They include our

representative democracy, our

banks, our courts, our facilities for
transportation and communica¬

tion, our system of competitive
private enterprise—and they in¬
clude, also, the healthy minds and
bodies of our people. All of these
resources should be used. They
cannot be fully used through the
efforts of government alone or of
business alone. The full utiliza¬
tion of our resources involves co¬

operation by all groups and the
participation of all groups in the
benefits to be derived.
We must not overlook the

diminishing supplies of certain
basic raw materials. There was a

time when we had a seemingly
Inexhaustible storehouse of petro¬
leum, iron ore, and the non-fer¬
rous metals. For many of these
we ate now or shall soon become

dependent upon imports from
other parts of the world. In 1948
we imported 185 million barrels
of crude-petroleum and exported
137 million barrels—a net import
of 48 million barrels. It is diffi¬
cult to estimate how long the
known and unknown reserves of
petroleum in this country will
last; it is clear, however, that we
are consuming oil at about the
same rate that we are discovering
new deposits. Ultimately our dis¬
coveries of oil will fall behind our

consumption. Fortunately, foreign
sources of petroleum are now be¬
coming available. We are the
beneficiaries of those discoveries

largely because of the* initiative
and courage of American busi¬
nessmen.

We shall become increasingly
dependent upon the rest of the
world for petroleum, and we are

already dependent upon other
countries for many highly impor¬
tant minerals. We import our en¬
tire supply of tin, industrial dia¬
monds, quartz crystal, nickel,
flake graphite, and long-fiber as¬

bestos; and we are largely de¬
pendent on imports for cobalt,
manganese, chromite, antimony,
mercury, and platinum.

Developing Deposits of Critical
Minerals

'

.Private American capital and
American technicians are at work
in various parts of the world de¬

veloping foreign deposits of crit¬
ical minerals. It is the part of
wisdom for us to aid this effort.
There are financial, political, and
economic considerations involved.
It Would be the height of folly for
us to give no assistance and take
no interest in the efforts of Amer¬
ican businessmen to develop for¬
eign sources of these strategic
materials.

In the matter of iron ore alone,
we have a situation which calls
for intensive and continuous

study. For more than 60 years
our heavy industrial fabric has
been maintained from the seem¬

ingly limitless riches of the great
Mesabi Range. The tremendous

open-cut iron mines in Northern

Minnesota, connecting with the
industrial areas through the con¬
venient waterways of the Great
Lakes, has been one of our most
impressive natural resources. This
great range, however, will not last
lorever. At the present rate of
consumption, the high-grade de¬
posits in the Mesabi will approach
exhaustion within 20 years. We
do, of course, have large deposits
of iron ore that are not now being
used because of their low iron
content or because they cannot
be smelted by the methods now in
use. We must now look abroad
and develop other sources of high-
grade iron ore. Fortunately, in
other parts of the Western Hemi¬
sphere there are deposits which
rival the Mesabi in extent and
richness. Preliminary surveys
have already been made, and our
steel companies are exploring and

developing these deposits. In
Western Africa, also, there are

deposits of iron ore which will
yield close to 70 pounds of iron
for every 100 pounds of ore. The
rapid exhaustion of our high-
grade iron deposits should not
be a cause of dismay. If we give
the problem attention, we can
solve it. If we maintain our high
productivity of things the world
needs, we shall always be able to
pay for what other countries can

produce and sell to us. Today, of
course, we face the difficulty of
building a prosperous foreign
trade when other countries can¬

not pay for the American prod¬
ucts they wish to buy. The Mar¬
shall Plan is part of the over-all
effort to meet this difficulty.
The research and financing and

large-scale operations required
for these developments cannot be
furnished by what we call small

inquiries invited

Trust Officers and others handling fiduciary funds are invited to
write us ahoul matters originating in or pertaining to this area.

Inquiries receive the prompt attention of an executive officer
of the largest and fastest growing Federal Association on

Florida's West Coast.

Current Dividend Rate

Resources Exceed $21,400,000.00

FIRST FEDERAL
SAVINGS AND LOAN ASSOCIATION

OF ST. PETERSBURG

RALEIGH W. GREENE, President
st. petersburg 1, fla.

^business. We should be thankful
that we have in ithis country busi¬
ness concerns strong enough to
undertake the large-scale devel¬
opment which this problem re¬
quires for its solution. But busi¬
ness concerns, no matter how
large, occasionally need the help
of government. Problems in in¬
ternational politics, for instance,
cannot be solved by business, and
business should not undertake to
solve them. Business should have
a right to come to the govern¬
ment and discuss the problems
which are presented by political
conditions and considerations in

other countries to ask the govern¬

ment's help in meeting them.

Conserving Our Soil, Forests and
** '

Water Power

Any : survey* of our resources

should include a discussion of the

conservation and use of our own.

soil, our forests, our water powe|,v
as well as our minerals. These
natural resources are the material
foundation of our national life.. I
shall leave discussion of these re¬

sources to another time and de¬
vote myself tonight to one of our
most .important resources — the
American system of competitive
business.
When Thomas Jefferson sur¬

veyed the American scene he con¬

cluded that democracy was based
upon the independent farmer who
could hold his head high without
fear of the big land owner. He
lived in a time when agriculture
was the major economic activity
of the United States. Agriculture
still is and always will be the
basic industry in our economy,

although the greater part of our

(Continued on page 87)
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Business and finance Speaks Alter the Turn of the Year

John A. Stevenson

(Continued from page 84)
when this is considered along with the amount to be
spent for defense, European Recovery Program, and the
rearmament program, the balance would seem to be on
the side of further inflation. It would alsfr appear, how¬
ever, that this will not be uniform but is more likely
to be accompanied by continued down pressures in some
important lines of business. While the general level in
1949 should be high, it will probably be ,a period of
further readjustment. The psychological factors, how¬
ever, are so important that they could easily affect the
degree of the intensity of the adjustment as well as its
timing.

JOHN A. STEVENSON

President, The Penn Mutual Life Insurance Company

In only two years of this century has life insurance in
force failed to rise above the level of the preceding year.
Those two years were 1932 and 1933. A repetition of
the economic conditions of those years is not to be
anticipated either this year or, in
my opinion, ever. It is certain,
therefore, that 1949 will show a sub¬
stantial increase in the total of life
insurance in force.
How far the market for insurance

is from being saturated is indicated
by the fact that in only 13 States
and the District of Columbia is the
average amount of life insurance in
force equal to one year's income.
With the exception of Colorado,
Illinois, Indiana and Missouri, all
these States are situated on the
northern Atlantic seaboard. In 3929.
life insurance in force was 25%
larger than total national income for
that year. Today it is substantially
less than current national income.
Since 1929, that is, the growth in life insurance coverage
has failed to keep pace with- the rise in national income.
As a result, we are , lesstwell .protected, relatively speak-r
ing, than we were 10 or 20 years ago.
For a number of years the sale of life insurance has

been stimulated by the rising level of national income.
It seems doubtful that this influence will continue into
the coming year and it is not improbable that the
national income may be smaller in 1949 than it was
in 1948. On the other hand, we may reasonably hope
that it will no longer be necessary to compete with
constantly rising prices which have so long been cutting
into the number of dollars available for the, purchase
of insurance. Moreover, the most urgent requirements
for consumer goods resulting from the shortage of the
war years have now been satisfied. All in all, I expect
1949 to be a banner year for the life insurance industry.

K. E. STOCKTON

President, American Cable & Radio Corporation

Prospects for the international telegraph industry in
1949 will be determined very largely by the extent of
relief granted by the Federal Communications Commis¬
sion on the carriers' pending application for substantial

rate increases.

The industry as a whole has been
giving service to the public at less
than cost for the last two years, for
the following principal reasons: rate
reductions made during and shortly
after the war, extraordinary in¬
creases in operating expenses (main¬
ly wages) since the war; and the
general postwar decline in volume of
international telegraph traffic, i
Between 1945 and the end of 1947,

operating expenses of the major in¬
ternational telegraph carriers in¬
creased by some $11,000,000 yearly;
during the same period, operating
revenues decreased by over $3,600,-
000 yearly. The resulting losses in¬
duced the Federal Communications

Commission to grant provisional- rate increases on

April 5, 1947, and again on April 28, 1948. However, the
general decline of international traffic in 1947 was such
that the anticipated relief [never materialfeed-rand the
downward trend continued throughout the greater part
of 1948. , - -

Recently, however, there have been indications of a

traffic upturn. In the last part of 1948, the number of
messages handled approached 1947. levels; and, although
the word volume continued below that of 1947, the down¬
ward trend appears to have come to a stop. Inasmuch
as there is no comparable improvement in: domestic tele¬

graph business, it is reasonable to assume that the rela¬
tive improvement in the international field reflects in¬
creased international business activity—probably an in¬
direct effect of putting the Marshall Plan into operation,
t. If this conclusion is correct, we may hope that 1949
will at least maintain the - increased volume of interna¬

tional telegraph traffic. If the Federal Communications
Commission acts to put this traffic on a paying basis,
194£ should see the industry upon a sound footing for
the first time since the war.

Kenneth E. Stockton

L. C. STOWELL

President, Underwood Corporation >

The return of the buyer's market and vigorous com¬

petitive selling will assist Underwood Corporation in
maintaining its leadership in the office machine field
and to help even more in providing efficient working
tools for business. Our typewriters,
accounting and adding machines and
supplies are designed and built to
accomplish specific and essential
jobs for business. Today any writ¬
ing or accounting machine is re¬
quired to produce more and better
work, with less effort on the part
of the operator, than was considered
possible even 10 or 15 years ago.
Greater demand for details of

fiscal procedures by government is |
an important factor which necessi¬
tates constant overhauling of meth¬
ods to gain work simplification.
Improved office machines of the
types we produce answer this de¬
mand. Our long-range program of l. C. Stowell

continuing product improvement
places Underwood in an advantageous position of having
machines available that reduce the complexities of
modeVn business records. ^
With most major backlogs cleared up and an adequate

working inventory of machines in our sales offices
throughout the country, we can now make near normal
deliveries. While a photograph and description of an

accounting machine, for example, may arouse the inter¬
est of a prospective buyer, he usually has to see what
the machine can do for him before he buys. This can

now be done.

Our planning for 1949 includes particularly close
attention to an established policy of research, develop¬
ment and: testing of products, systems and methods.
The quality of a product and its ability to perform the
function fof which it is designed is increasingly impor¬
tant. It has always been our basic policy to manufac¬
ture office machines with quality as a primary con¬
sideration.

.

Our most recent machines include a new de luxe
standard typewriter, designed for simpler and more
convenient manual typing,, and a new electric fan-fold
writing machine for continuous form and billing work.
Consideration for ease of operation, combined with im¬
proved mechanical construction and styling,-,are impor¬
tant features of these machines. - '■.V
With stronger consumer consciousness for getting full

*

value, organizations such as ours will-find themselves
in a strong position in 1949. I have the greatest confi¬
dence in the American tradition of enterprise, and in
our couhtry where, with only 6% of the total world's
.population, we have more electric power, radios, tele¬
phones, steel capacity, life insurance, automobiles and
office equipment than all the rest of the world put
together; and where we have approximately 60,000,000
people voluntarily employed.
We recognize that it may not always be possible to

maintain the tremendous pace at which industry has
been operating during the past few years, and while we
may reasonably expect slightly less overall production,
we will .be able to continue our present high standard
of living with satisfactory employment and reasonable
return for business and its .people.

| i FRANK W. SUTTON, JR.
President, The First National Bank of Toms River, N. J.

Many bpcertainties exist at the present time that may
have a very serious effect on the banking, business for
the yearf1949. Most bankers believe deposits will remain
fairly stationary and that there will be a continuous

increase in the lending activity of
nearly all of our banking institu¬
tions. During the past few months
as a result of the American Bankers
Association's Anti-Inflation Pro¬

gram the increase in the expansion
of credit has been considerably les¬
sened. Although a continued in¬
crease is expected it is believed it
will be much less than during 1947
and the early part of 1948. V;-
Proposed legislation may effect

greatly the earning possibilities of
banks. Expenses of operation are

increasing constantly and the funds
available for lending have been de¬
creased materially as a result of the
increase in the reserves required to
be carried by members of the Fed¬

eral Reserve System. There is also a possibility that
further increases might be imposed under the present
Laws and that the Laws may be amended so as to per¬
mit the Federal Reserve Board to impose additional re¬
strictions;, v' V.'A . ■'

Fortunately the American Bankers Association's Anti-
Inflation Program has had the effect of impressing on all
bankers the seriousness of granting credit freely without
considering the disastrous effects that would result were
we to enter a recession or depression period.

Reserves will be created in most of our institutions
to the full extent permitted by the tax exemption priv-

- ilege under the recent ruling of the Commissioner-of
Internal Revenue. Although this policy is reducing the
earnings of our banks temporarily it is having the effect

I )■. *• .1 i ffe 1 I*. . 4 W «! * . Jtr JS V V .. '4 .. . :K

prank W. Sutton, Jr.

of building a very strong backlog to take care of losses
that will surely occur when we enter a period . of
greatly lessened business activity.
In many of our banks during the coming year earn¬

ings should be substantially improved as a result of
higher interest earnings on loans as a result of both them
anticipated increase in the volume and the higher rates
that probably will prevail.
A perturbing factor to the bankers is the housing

problem. Most of the banks have gone just about as far
as they safely can in the extension of mortgage credit.
The government on one hand is asking aid of the banks
in financing new housing and on the other hand is'
telling the banks that such financing is highly inflation¬
ary and are making it more difficult for banks to be-of
assistance as a result of the increase in reserve require¬
ments. ' . .

Many bankers know a buyers market is developing in
many commodities. Dealers are finding themselves over¬
loaded with inventory it is difficult to move and the
number of lines in which this situation appears to exist
seems to be increasing. Although there are no present
indications of the Federal Reserve Board easing the re-r
strictions for consumer financing under Regulation "W"
it is quite possible as production catches up with demand
the situation may become a serious one unless present
restrictions are changed rapidly.
As a whole it would appear that 1949 should b£ a

successful year for the banking industry. : i
V'Y; Cy J L v j -V '

GEORGE L. TODD

President, The Todd Company, Inc. ■\

Our sales forecasts and production schedules for 1949
have been prepared on the assumption that the business :
climate generally will be firs, favorable and as auspicidus
for The Todd Company as it was during the past year.
Despite spotty reports of declines < ?

in various industries and of a level¬

ling off of business in some lines, it
seems reasonably certain to us that
activity will continue on a high pla¬
teau close to that of the past 12
months. Our business is unusually
sensitive to fluctuations in employ¬
ment and there appears to us every
reason to expect employment to con¬

tinue during the coming year at a

very high level. Continued unfilled
consumer demands in most of our

basic industries, along with ERP and
other government spending, seems to
assure this high level.
With this prospect and because of

certain new products, we are cur¬

rently expanding our Rochester plant •: Y;/V
by nearly 100,000 square feet of manufacturing space, all
designed to increase the productive capacity of our three
manufacturing divisions—Printing, Machine and Bank
Leather Goods products; "V • "* Y ■

During the second quarter of this year, we will begin
making deliveries of the new Todd Imprinter, a'device
which enables banks to imprint pocket checks with de-''
positors' names and addresses. A radically new product "
and process, it is difficult for us to estimate accurately

. its effect on our production sales. Judging "from recep¬
tion to date, however, we believe it will havd far-reach¬
ing significance in our business. ■ ; ?. ' ; ' > . I '

Notwithstanding these favorable factors, we anticipate
< that 1949 will undoubtedly prove to be'the first1 normal
postwar year, one; in which, though erroneously predict¬
ed before, the so-called seller's market will be notably
absent. Our sales and merchandising "plans are based ; :
on the premise that w® are once again back to .a ndrmal'''
competitive market: Y . *■'' ■-* .sr.-'», :

EVERIT B. TERHUNE " , •

President, .Boot and Shoe Recorder - * ~ ,

Respecting the business outlook for the shoe industry
- in 1949, T feel that I could hardly do better than quote ?
the following paragraphs, from a survey of this subject
which appeared in our issue of Dec. 13: * , .

"As the, curtains are parted on;
>11949 the shoe industry entersits fourth /
? postwar year. For two and possibly «I
; ithree years the shoe business has »

seen a varying gap between output .

and consumption, a gap which has
meant increased stocks of shoes in

- the pipelines of supply. "A good partf
Of > this increase wds essential and un-Y
avoidable because to- service 146

i* million consumers requires prmimilm. 1
fend adequate working- Mvefntories.'i^
Nevertheless, it' is a truism that pro-re¬
duction cannot exceed consumption

, indefinitely without potential "ddslo- * ;
.catipns being developed; j Bence ir
among the questions jwh-ich confrontrr
the shoe industry at the beginning r-

1
. 1 ,0.f 1949 is one which involves both »

output and retail demand. Which of the two divergent
> figures will first show the change that must sooner orY
later be expected? , , ;7"Y

. "Before considering several of the factors upon which
an answer to the foregoing question may be based, it is r
relevant to point j out that total shoe inventories in the ;

(Continued on page 88) V."; .
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national product is derived today,
from, non-agricultural business.
Agriculture must be able to pro¬

duce profitably, and the farmer
must be able to live on a standard
comparable to that of other groups
in [ our population. We have
learned over the years that this
requires some government action.
It is clear that the farm price sup¬
port program gives us an assur¬
ance that we shall not be afflicted
with the collapse of farm prices
which was witnessed-in 1920-21.

This program was adopted by the
people through their representa¬
tive government. These basic
guaranties must be maintained,
with adequate consideration for
other groups of our population
that are affected by the price of
farm products.

The Role of Labor

Labor furnishes the physical,
and in many cases the mental,
strength for our amazing indus-
trisfl production. Its interests must
be cared for. Under our private
enterprise system, however, labor
can only be compensated out of
production and distribution by
what we call business. Business,
of course, may operate temporar¬
ily at a loss; but it canont do so
for long. It is therefore, to the in¬
terest of the working man, as well
as the other segments of our popu¬
lation, that American business
operate at a profit—a profit ade¬
quate to provide incentives to
management- and investors, in¬
cluding incentive for capital in¬
vestment so as to permit us to
maintain a steady industrial
growth. ' A

Anyone who objects to business
profit is either a Very foolish and
inexperienced man, or in reality
wishes to' see a totalitarian, com¬
munistic system substituted for
the one we now enjoy. Business¬
men* of course, should not assume
that there is no limit to their prof¬
its, and government, if necessary

by legislation and administrative
action should see that profits do
not' get out" of hand' and are util¬
ized to strengthen our resources
and to maintain purchasing pow¬
er and proper standards of living
for our people. In this connection
we inevitably come to review the

• question of monopoly and size. So
far as I know, there is no serious

. qtiestion anywhere, including
business circles, that monopoly is
vicious and should be prevented.
Our whole success throughout the
last hundred years has been due
to the play of competitive enter¬
prise. > Bigness, however, is not the
same .as monopoly. It may, of
course, make monopoly easier to
acquire, and the government
properly maintains a close watch
on [that possibility. .

Small Business

We must not overlook or over¬

state the importance or accom

plishments of so-called "big busi¬
ness." However, I feel that it is
vital'for us to look after the in¬
terests of small business—not be¬
cause small business is vanishing,
but because small business makes

up-the great bulk of all business.
One > of the main sources of our

strength is the prosperity of the
millions of small business con¬

cerns in-the United States. If
Thomas Jefferson were living to
day he would undoubtedly include
th;e. independent businessman
along with the independent farm
er as a bulwark of democracy.
Of course, there are various

definitions of small business, and
it is difficult; if not impossible, to
find one which is satisfactory and
final.. Some have defined a small
business as a concern employing
less than 250 people; some as one

employing less than 500. Its es

sential characteristics, however
are its lack of connection with
other businesses, its localized- ac
tivities and markets, and the fac
that the business is managed by
its* owners. If we use these "crf-

teria, we find that 98% of our busi¬
ness concerns today are properly
classified as small business. At

tqe moment there are 3,900*000 of
them. During the years since V-J
Day about 1,400,000 were started.
99% of them having fewer than
fifty employees. In 1948 the rate
of increase has slowed down, but
the net actual addition for the

year was approximately 100,000/,
Income data also show that

small business has been experi¬
encing good results, notwithstand¬
ing its many operating problems,
including difficulty of §ppply. In
1948 the aggregate income of un¬
incorporated business and profes¬
sional . enterprises amounted to
over $25 billion dollars—a gain oi
270% over 1939 compared with a
rise of about 210%'" in income for
the nation as a whole. In manu¬

facturing, figures available for
corporations with assets of less,
than $250,000 show that the ratio
of profits after taxes to stock¬
holders' equity amounted to 14%
in 1947 and were running at an
annual rate of 12% in 1948. In
this connection it should be re¬

called that more than one-half of
the small corporations in this size
class are owned entirely by com¬
pensated officers, and profits thus
tend to be absorbed to a consider¬

able extent in their higher sal¬
aries.
It has been, and will be, the

purpose of the Department of
Commerce to preserve and
strengthen sound. concerns prop¬

erly managed. It is obviously an
impossible task to make a success

of a business which is continually
badly managed. All surveys of
small business mortality conclude
that the principal cause of small
business failures is mismanage¬
ment. This stems partly from in¬
experience and partly from plain
lack of managerial ability. As to
the latter, neither the Department
of Commerce nor anyone else c$ui
be of help; as to the former, we
have tried in the past, and are

trying today so far as we can, to
be of help.
The last Congress eliminated

from the budget the funds form¬
erly used to finance the Office of
Small Business in the Department
of Commerce. In spite of this ac¬

tion, however, we have endeav¬
ored to continue some of the ac¬

tivities "designed to help small
business.

The small businessman must
size up his own market, solve his
own bookkeeping problems, ar¬
range for his own advertising, and
carry on alone many other tasks
Sometimes he gets help from his
trade association, his public lib¬
rary, his banker, or a local busi¬
ness school or college. The De¬
partment - of Commerce can and
does provide management aids to
those firms which cannot afford

to hire market analysts, account¬
ants, production specialists, and
other varieties of expert help that5
make up the staffs of large cor¬

porations*
The Department of Commerce

endeavors to provide such man¬

agement aid either directly or

through the libraries, trade asso¬

ciations, bankers and business
schools which, in turn, can make
this information available to the
small businessman. The 42 field
offices of the Department are

equipped with staff and informa¬
tional materials to serve the busi¬
nessman. One of those offices' is
located in Richmond, and I urge
you to become acquainted with
its staff and make full use of the
services they can provide.
In addition to providing man¬

agement aids, the Department is
also willing and glad to help small
businessmen by acting as their
representative in the councils of
government. We do that con¬

tinually and hope to be; able to
increase that activity.
Small business suffers a handi¬

cap in connection with bids for
government contracts. Many
small businessmen do not have
the facilities or the close contacts
which enable them to know when
bids are being taken. In some

cases the government's specifica
tions make it difficult or impos¬
sible for small businessmen to
enter bids in competition with
larger firms. Through the field
offices of the Department of Com¬
merce we notify businessmen
throughout the country about the
procedures of government pro¬
curement and tell them how to
get in touch with the nearest
procurement office handling the
products on which they wish to
bid. We are willing at any time
to work to secure a change in
specifications where there are

unnecessary restraints upon bidr
. dingm «.,;>■ i A-v;

We feel also that some changes
in our tax laws may be necessary
to reduce the financial risks of a

small business venture during the
first year of its existence. This
problem requires careful study.
The number of small businesses

increases more rapidly in times
of prosperity and decreases more

rapidly in times of depression than
does the number of large business
concerns. It is, therefore, proper
to say that the most effective way
in which the government can help
small businesses is by making
every effort to maintain full em¬
ployment and a high level of pro¬
duction. This effort must be the
cornerstone of any program to aid
small business.

In addition to furnishing small
business with economic informa¬
tion and management advice and

doing what it can to maintain
prosperity, government can fur¬

nish scientific and technical in¬
formation. „ Many peoplej are
familiar with the great achieve¬
ments of the Department of
Agriculture in applying biological
science to the improvement of our
crops and livestock. Not so many
people are familiar with the ac¬

tivities of the National Bureau of
Standards, the Coast and Geodetic
Survey, the Weather Bureau, and
the Office of Technical Services
in the Department of Commerce,
nor do they realize that the busi¬
nessman can draw upon these
agencies for information which
will help him to produce more

efficiently and more profitably,
The Bureau of Standards has

developed a magnetic clutch, now
available for use by any business¬
man, which has startling and
revolutionary < possibilities. This
clutch is based on the principle
that a liquid, when filled with
fine particles of iron or other
magnetic metal, can be changed
into an apparently solid mass by
introducing a ;magnetic charge.
This means that your automobile
clutch in the future may consist
of two discs, with nothing be¬
tween them but oil filled with bits

of iron. It may well be that when
you step on your clutch pedal ten
years from now> you will be turn¬
ing on an electric charge that will
convert the fluid into a solid ano

lock the two discs together. This
discovery is attracting wide inter¬
est. Already more than 2,500
technical men from industry have
visited the Bureau of Standards
to inquire about the clutch and
watch it operate.
A short time ago two young

men who had been combat pilots
during the war. wrote to this De¬
partment for help. They wanted
to start a business of their own,

building plywood boats. They
were given considerable informa¬
tion and some management advice

by the Office of Technical Serv¬
ices of-the Department of Com¬
merce. They now employ 150

workers and have back orders for
500 boats.

A firm which during the war
had manufactured various kinds
of ordnance wanted to convert its
plant to the processing of wool.
The Office of Technical Services
undertook to help and today the
firm employs 140 workers and
has a plant expansion that will re¬
quire 500.

A small saw mill operator near
your own city wrote to us re¬

cently for information as to how
he might utilize his waste prod¬
ucts. He is presently experiment¬
ing with several new methods
which we suggested.

Technical Information

Businessmen should take ad¬
vantage of the technical informa¬
tion which government can fur¬
nish. The many types of infor¬
mation we can furnish may mean
money in their pockets. Most
people take the Weather Bureau
for granted and fail to realize how
it can be used. Recently a food
company applied to the Weather
Bureau, stating its difficulty in
deciding on proper air-cooling and
heating facilities needed for stor¬

ing potatoes. The Bureau pointed
nut that potato storage could be
located where the range of humid¬
ity was low so that the potatoes
could be kept at the proper tem¬
peratures by means of exhaust
fans. The company used this
information and saved the entire
cost of buying and installing cool¬
ing and heating equipment.
Earlier I said that our final

important resource is the Amer¬
ican people themselves. In the
last analysis, it is the courage, the
vitality, the ambition, and the
loyalty of our people which we

should aim to preserve. We must
not forget in this connection that
businessmen are people. They
are not machines; they are not
perfect; their judgment is not in-.

(Continued on page 95)
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country at the end of 1948 are not huge or excessive by
prewar standards. Stocks in retailers' hands and in man¬
ufacturers' in-stoc>c departments are certainly larger
than in recent years when shortages of materials and
manpower were draining available inventory. The in¬
creases cannot be characterized as alarming or as re¬

flecting a condition under which retail needs could be
met for any considerable period if output were con¬

currently reduced by a substantial -percentage. Wide¬
spread caution and conservative operating policies have
prevented the appearance of maladjustment.

"Assuming no change in the level of costs, there are
several reasons which give ground for the opinion that
shoe consumption could be potentially larger in 1949
provided-that income and employment remain favorable.
Food prices have/been sliding off so that it appears likely
that in 1949 the average family unit will have more
funds available for other goods and services including
shoes. In: addition, the backlog of demand for various
durables has gradually been filled, and more consumer
income should therefore become available to purchase
clothing and footwear. It must be recognized, on the
other hand, that production cannot continue at the rate
witnessed in the past two years unless an upward trend
in consumption develops. With working stocks largely
restored, it is probable that output of shoes will tend
to approximate more closely the level of consumer de¬
mand. ' '

"Regardless of economic considerations the major part
of the answer to the question before the shoe industry
will be written by producers and distributors themselves.
All of the evidence of recent years dramatically empha¬
sizes the greater scope of potential demand for footwear.
That potentiality cannot be translated into manufacturing
and sales pairage without constant promotion of shoes
and the stimulation of consumer demand."

WALTER J. TUOHY

President, The Chesapeake and Ohio Railway Company

The paramount question which will face the railroads
-of America in 1949 is whether or not the Interstate Com¬
merce Commission will act promptly to adjust freight
rates. It is not expected that the railroads would be ex¬

empted from the general trends of
wages and prices. But there is justi¬
fication for the belief that adequate
and prompt rate relief should be
granted when the relationship be¬
tween revenue and costs becomes
unfavorable.
American railroads today pay their

employes an average of $3,600 an¬

nually, a little more than twice the
amount paid 20 years ago. During
the past two decades, equipment costs
have risen 89%, but revenue, per
ton mile, has risen during the same
period only 18/100 cents—less than
20 ot

* * - The Chesapeake and Ohio Railway
Walter J. Tuphy Company faces 1949 with high confi-

r \ '■ r dence in the benefits to be derived
from the expansion and improvement program of 1948
which should appreciably raise the company's efficiency.
Further expansion and improvements are in the works.

As of. the end of last August estimated expenditures
amounted to more than $106 million. Of this amount,
$34 million was ear-marked for roadway, $51 million for
freight equipment and $21 million for passenger equip¬
ment. .. v..», . • j.-4 ;,/
The C. & O.'s coal traffic is the backbone of its

strength. In 1940 the C. & O. originated 47,205,000 tons
of revenue coal. In 1948, it originated 68,673,000 tons,
an increase of 21,468,000 tons. This increase in originated
coal tonnage was greater than thaf of any other railroad
in the country during this period.
A supplementary source of revenue is merchandise

traffic. From 1940 to 1947, merchandise revenue in¬
creased on the C. & O. by 96.3%, compared with an aver¬

age of 87.6% for Eastern railroads as a whole. Every ef¬
fort is being made to increase our merchandise revenues

by rendering the best possible service—to attract com¬

petitive through traffic, and to encourage industry to
locate on the C. & O. < ' -

When the present improvement program is completed,
we will have one of the most efficient transportation ma¬

chines in the country. The 300 coal mines on the C. & O.

Railway are staking their future and their dollars with

ours.

If adequate rate adjustments can be made, upward
when it is necessary to continue in business and down¬

ward to meet particular conditions and when the gen¬

eral trend is down, then the railroads of America can

move ahead to develop, and expand their tracks and

equipment.

But, as has already been shown, the costs of-equip¬
ment and labor today are very much greater than they
used to be. In order to keep up its plant and to develop
its business, industry must earn more dollars today. Thus,
the railroads, if they are to serve the nation in peace¬

time, and during periods of emergency and war, must
earn more money—just as and for the same reasons their

employes are earning more money. H;

Baggy--1

J. K. Thompson

J. K. THOMPSON

President, Union Bank of Commerce, Cleveland

The year 1949 is a big question mark to practically
every businessman. It is probable that the volume of
business in 1949 will be less than in 1948 in many con¬

sumers', home appliance and other lines. There will
probably be little change in steel
and certain other heavy material
and industry lines, due in part to
purchases for use in foreign coun¬

tries, and to some stock-piling in
connection with defense planning.
As far as expenses are concerned,

it will probably be necessary to
contend with agitation for another
round of wage increases with a

probable critical National Adminis¬
tration attitude toward any neces¬

sary price increases to offset
increases in costs. This will be due'"
in part to the understanding of many
that dollar profits in 1948 have been
large, without any attempt to realize
that profit dollars, dividend dollars,
and dollars needed for replacement

of machinery, tools and other equipment are worth less
today than a number of years ago, just as are wage
dollars, and that a large amount of capital expenditures
must be made from profit dollars. In addition to these
problems, many businesses are trying to determine what
the effect will be on them of the present status of the
basing point price question or any change in that general
situation.1 1 ,

After considering his income and expense problems,
the businessman then has before him the question of
what his Federal tax situation will be in 1949. The
present 38% corporation tax may be increased, but he
doesn't know to what extent, or in lieu of any increase,
or in addition thereto, there may be a new excess profits
tax, the basis for which he does not know.
A realization of the above difficulties of estimating

where any particular business may be headed in 1949 in
this greatest industrial country in the world; is the
reason for the generally insecure feeling that exists in
the" general thinking of business managements.
Banks, of course, in considering loans to customers,

must have the above problems in mind, in addition to
which they must try to guess what the Federal Reserve
Board and Secretary of the Treasury may do in con¬
nection with the management of the government debt
and its effect on the interest rate picture./This will also
affect businesses in connection with financing problems.!
There is not much question that 1949 will be an inter¬

esting year, with Washington attitudes having a great
deal to do with the final results. With all the problems
involved, American business will do a good job with
the tools and conditions it has to work with, and the
banks will be helpful in every way that they can be.

ARNULF UELAND

President, Midland National Bank, Minneapolis* Minn.

Most business has been at a top level during, the past
year, earnings have been excellent, and in most lines
present indications point to continued satisfactory busi¬
ness conditions during 1949. However, the very high
level of production costs and oper¬
ating expenses presents a problem
for all business that is especially
difficult in those lines where pro¬

duction has caught up with demand,
and prices have begun to soften. As
the result of a bumper crop and in
spite of lower prices, agriculture has
had another.) very prosperous year
which, withk the succession of good
years that came before, has resulted
in an exceptionally strong economic
condition throughout the Upper Mid¬
west. ^Banking comes into the new

kyeai' in strong and liquid condition,
with deposits off from the* peak, but
at a very high level and with satis¬
factory earnings as a result of an
increasing volume of loans at mod¬
erately higher rates.
As to the future there seem to be more elements of

uncertainty than in most years. The outcome of inter¬
national difficulties both in Europe and Asia cannot be
predicted and no solution of these problems is now in
sight. The course of international events has an impor¬
tant bearing on ouv domestic questions, including the
amount and method of Federal taxation, international
relief, rearmament, and government controls over pro¬
duction, credit and prices. These problems are of enough
importance to determine whether the forces of inflation
are to continue or not. At this moment it appears that
the inflationary spiral may have run its course and
wholesale prices appear to have passed a peak and
turned downward. A lower volume is to be expected in
capital expenditures, reflecting uncertainty in capital
markets and a shortage of risk capital. As the produc¬
tive capacity of the rest of the world grows, a lower
level of exports is to be expected. Manufacturers and
merchants are finding it practical to keep inventories in
better balance and under closer control. The consumer

" is now aware that there are no longer shortages in most
•lines and has becomeumore price conscious. There is a

prospect of some slackening in consumer demand. '
Under this existing situation in which both favorable

Arnulf Ueland

and unfavorable factors are in evidence, it appears that
most businesses should have another good year in 1949,
but a downward trend is possible, and the quality and
price of merchandise, the efficiency of services, and the
the effectiveness of sales methods will be more impor¬
tant than any year since before the war. We are mov¬
ing on the way back to normal business conditions of
balanced supply and demand, a free buyers' market
and vigorous competition. Under the circumstances it
appears that in 1949 it will be wise to follow a watchful
and conservative policy with respect to inventories of
merchandise, plant expansion, efficiency and costs of
operation, future commitments and debts.

CARL W. ULLMAN

President, The Dollar Savings and Trust Company,
Youngstown, Ohio

The future is not clear. Both in¬
flationary and deflationary forces
are working. The foreign situation,
the policy of the Treasury Depart¬
ment in managing the debt, the poli¬
cies of the Federal Reserve System,
what may happen to taxes, prices
and wages and the general condition
of the economy will determine what
will confront the banks in 1949.
After we know more about these

things and what governmental con¬
trol and what governmental action
we are to have, business policies will
be made clear. There are too many

uncertainties now to know just what
may lie ahead.

Carl W. Ullman

I. M. WEINSTEIN

I. M. Weinstein

President, Consolidated Laundries Corporation
The year 1948 has presented increasing problems for

the management of a service industry. Labor rates have
been increased which has necessitated revisions in sales

prices. However, such increases to customers have been
modest and still less than the in¬
creased cost of most things used by
the average New Yorker, over prices
in March 1942, which was the base
month of the OPA price regulations
during the war period.
In spite of the jokes and gibes

often directed at the laundry busi¬
ness, it is one of the most important
of the health protecting service in¬
dustries. In number of employees, it
ranks as a large provider of jobs.
For instance, Consolidated Laundries
Corporation had nearly - 3,500 em¬

ployees on our payroll during 1943
and more important still, these em¬

ployees have been paid for 52 weeks
throughout the year—with no sea¬
sonal lay-offs or slack periods. These
employees receive paid vacations, holidays with pay and
sick leaves as do the employees of other leading indus¬
tries. //V;/:" : -C •; \

Contrary to popular belief, launderettes and self-serv¬
ice laundries have not affected the laundry business seri¬
ously. They only wash clothes while the truly sanitary
commercial laundries iron and finish them as well as

wash them with piany more rinses or changes of water
than the launderettes can provide.
The outlook for continued profits in this industry is

good, although the rate of profit may be lower. The
regular dividend of $1 per year, paid quarterly, on Con¬
solidated Laundries Corporation common stock was

earned during 1948 with a large margin to spare, so there
is every likelihood that the dividend will be continued.
Management will have to be more alert than ever, but

the laundry and linen supply business, with its allied
services, will continue to be an important and successful
business in 1949, is the considered opinion of the man¬

agement of Consolidated Laundries Corporation.

W. G. VOLLMER

President, The Texas and Pacific Railway Company
We in the Southwest look forward with confidence

to a continuation in 1949 of the high level of business
activity which has prevailed during the year just clos¬
ing. Industrial activity is climbing again; National in¬

come which reached an all-time high
during the third quarter of 1948
promises to continue at that high
level; the housing shortage, while
not so critical as a year ago, shows
every indication of supporting the
continued construction of dwelling
units at a volume approaching that
witnessed during the recent past;
while at the same time there appears
a resurgence of activity in the con¬
struction of office buildings, hotels
and other commercial structures.
Another factor of importance is

Federal spending — the expanded
military program, foreign military
aid and continuation of aid to the
Marshall Plan countries should give
full support, if not actually tax, the

agricultural and industrial productive capacity of the
Nation. - 4

Out of all this comes the conviction that we are on

3 the threshold of;,a. year of .high production* .both.,agri-

W. G. Vollmer
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cultural and industrial; high income, both for individuals
and on a national basis and that the railroads' traffic
volume during the year will be at a figure approximat¬
ing that of the year just closed.
It is to be hoped that the railroad industry will be

permitted to charge for its services an amount adequate
to provide a net income sufficient to remain financially
healthy. This means enough earnings to provide funds
for the replacement of obsolescent equipment and
modernization of its plant at preseht-day prices so that
the industry may keep pace with-the development of
the country and continue in its traditional role of pro¬

viding volume low-cost transportation. Unless through
their operation the railroads are afforded an opportunity
to earn adequate net revenue to do these things now, it
is inevitable that the cost of producing transportation
will rise, the use of it decline and the standard of living
in this country decline with it.
It is this volume low-cost transportation which has

brought the commerce of this nation to its present high
level and by making all things available to all of our
citizens, wherever they may have been produced, it
has brought about the highest standards of living the
world has ever seen. The per capita use of railroad
freight transportation has increased because it has
through the years been produced and sold at constantly
decreasing figures in relation to the value of commod¬
ities transported.

ARNOLD J. WILSON

President, Illinois Manufacturers' Association
President, General Time Instruments Corporation

Industry is becoming increasingly aware of the re¬

sponsibility—I should say the necessity — for devoting
major attention to telling the true, simple and dynamic
story of American industry to our fellow citizens. Per¬

sonally I am far more fearful of Rus¬
sia coming in the back door than I
am the front door.
The American system, is the truly

free enterprise system of profits and
losses, of rewards and penalties, of
responsibilities, self - reliance and
continued progress which in science,
in the professions, in industry, and
in diving, has made America the
greatest country in the history of the
world,' and America is almost the
lastt country in the world still free.
We must be worthy of it! '
'

In my opinion the greatest contri¬
bution we can make toward keeping
this freedom is to give our time and
tell our story in our own commun-

tm. '■>+ ".■ V*il-■■ ities. •v';. ''' ' -..Vv.
,The inTnois Manufacturers' Association was formed in

1893 with 144 members. Ninety-seven of those firms are
still engaged in business in this State. It is a significant
fact that every one of them is still a member of the IMA.

. The membership of the Association now includes prac¬
tically every representative industry—large and small—
in Illinois. Incidentally, approximately 75% of all the
members of the IMA employ less than 100 persons each.
The fine record of accomplishment! of the Illinois

Manufacturers' Association for over a half a century
warrants the assumption that it will. continue to serve
Illinois and Illinois industry in a constructive and ef¬
fective manner. ! \ .

: C. M. WHITE • >

:' President, Republic Steel Corporation

Whether or not this era of great prosperity continues
will depend' in a very large measure on the national

Administration, the Congress and the country's labor
leaders.

. v :vv,/ ■

If the Administration will lead the . .

way to decreased governmental ex¬
penditures; if Congress will elimi¬
nate possible labor trouble by taking
a realistic view of the Taft-Hartley
Law, will permit a more rapid depre¬
ciation of new facilities, and will
recognize the real danger which lies
in an excess profits tax; if the
nation's labor leaders will have a

a deeper interest in the welfare of
the country as opposed to a tempo¬
rary advantage for some unon mem¬

bers,? then there is every possibility
that , the prosperity we are now

enjoying will continue for an in¬
definite period.

. , The threat of a renewed excess

prpfits tax and price control causes

business to question the advisability of expansions and
improvements which wpuld further decrease top slender
cash, reserves.
! Assurance that there is no danger of an excess profits
tax and*, that a more rapid depreciation of new facilities
will be possible, especially in the basic; industries where
added capacity costs many times the capacity it supple¬
ments, would mean a much more optimistic viewpoint on
the part of business which, after all, is the source of jobs
and prosperity.
There is another factor to be considered. We have an

enormous volume of cash and credit in the hands of the

C. M. White

American people. To further insure a long period of
prosperity we must have a widespread feeling of sta¬
bility which will attract investment money into going
concerns, new enterprises and new products, all of which
will further enhance our standard of living.
During 1948 the steel industry made super-human

efforts to fill steel demands. The year's output will
reach approximately 88.5 million tons and come very
close to the all-time record set during the war.

In his talk at the annual meeting of the National
Association of Manufacturers, Secretary of Commerce
Sawyer pointed out that the October steel production
was at the annual rate of approximately 94 million tons.
This sharp production increase is due in part to the fact
that some skilled workmen are more plentiful, the vaca¬
tion season is over, and that steel industry employees are
again hitting a high production level with the best of
Summer behind them. Not only has the total tonnage
reached near-record proportions but finished steel ship¬
ments, amounting to 65.7 million tons, will break all
previous records. *
The increases noted are due in part to expanded ingot

capacity which the American Iron & Steel Institute re¬
ported as of Jan. 1, 1948, to be 3,000,000 tons above 1947.
There will be further increases as a result of 1948 ex¬

pansion and additional capacity is scheduled for 1949.

Therefore, if we have the demand together with fair
cooperation on the part of government, it is reasonable to
assume that we may look forward to a rising steel output
during the next year unless strikes or shortages of raw
materials interfere with production schedules.

GEORGE E. WHITLOCK

President, Mullins Manufacturing Corporation

Basically, Mullins Manufacturing Corporation is en¬

gaged in producing heavy metal stampings for a num¬
ber of industries. However, during the past 10 years the
company has gradually shifted the major portion of its

operations from that oi general job
stampings, to mass production of
steel kitchen equipment, marketed
under the name of. Youngstown
Kitchens. It is of this industry on
which I will comment.

At the moment there appears to
be powerful forces exerting pressure
in two directions. One is inflation¬
ary and the other deflationary.
Which of these forces will gain the
upper hand and, how soon, will de¬
pend, I believe, largely on which side
of the fence the government throws
its weight.
In liie kitchen equipment field

there still exists a tremendous poten¬
tial demand. The need for additional
new homes is urgent and our sur¬

veys indicate that possibilities for modernization of kitch¬
ens in older homes are 90% unsaturated. The extent
to which this great potential demand will be crystallized
in the form of units sold in 1949, will depend on the
sustained purchasing power of the public and the avail¬
ability of steel.
From reports I received there appears to be sigps of (

softening in a number of industries as a consequence of^
the supply for products meeting up with demand. I be4
lieve that this condition will become more prevalent,
particularly with reference to the lesser known products,
and products of inferior quality. As a result there should
be a tendency for unemployment, or part time employ¬
ment, to increase on a moderate scale with a correspond¬
ing lessening of the aggregate public purchasing power.
Competition will again begin to take its accustomed place
in our economic life and buying will become more selec¬
tive. With fewer dollars available, after taking care of
the necessities of life, the average consumer will be
faced with deciding whether to spend such excess cash
for a new washing machine, kitchen sink, a television
set, or a new roof on the back porch.
'

This appears to be the pattern which might normally
follow from now on. However, the unknown factor in
the situation is; to what extent will the government ab¬
sorb any available manpower in an expansion of its
defense program, or other Federal projects.
We expect the situation with regard to steel to remain

tight during the first quarter. This is the toughest prob¬
lem facing our industry*. With some softening in demand
for products in certain lines, there is a good possibility
that steel may ease at the turn of the middle of the year.

Here again, however, the government may step in and
divert any additional supply that becomes available
into defense or other channels. '

Despite the many uncertainties ahead, I am optimistici
for 1949 as it applies to the kitchen equipment field. To
be sure, there will be some tough problems to solve but,
I am confident, none will be so tough that they cannot
be overcome by adherence to the following three-point

program: ' ■ • ^ v\- ■

,, (1) Maintain a, strong cash position.
(?) Strive continually to cut production costs and

improve quality.

(3) Wage an aggressive selling effort, coupled with a

sustained- advertising program.

We expect this formula will keep Mullins up in front
in the kitchen equipment field during 1949.

Berkeley Williame

George E. Whitlock

BERKELEY WILLIAMS

Richmond, Va.

About 25 years ago a fellow Rotarian handed out cards
face up reading "How do you find Business?" Turning
it over one read "By hustling like hell.". And my unas¬
sailable prediction is that's the way business will be
found in 1949. Another prediction is ; »

that whoever'obeys the first of the
seven rules of happiness; keep out
of debt, will not have to bother about
the other six.

"Hustling like hell" for business
in specific terms is a big contract.
It's modernizing machinery, meeting
competition, adopting promotional
and research activities and develop¬
ing employee relation programs. But
it will be the price of success.
Progress requires change in meth¬

ods — not in fundamental principles.
Our economy never has run on an
even keel and never will until our
private enterprise system is de¬
stroyed and that is a long way off.
This country will not fall apart in
the next 4 or 40 years if its people will only heed the
words of George Washington: "Nothing but harmony,
honesty, industry and frugality are necessary to make
us a great and prosperous nation." I believe they wi.il
and if I could do anything about my age, instead of turn¬
ing my calendar back 40 years, I'd like to turn it for-*
ward and see the brighter and better world I believe it
will be then.

Right now every employer should follow General
Electric's lead in doing what most employers have neg¬
lected to do, namely, speak out loud early, and late
defending employees and the public at large from the
social and economic misinformation and pressure group
propaganda they have been subjected to for 15 years.
Tell the plain fact that every job in modern industry-
represents an investment by some one of about $6,000
and keep on telling it. Tell the employees! and the public
the economic truths and it won't make much difference
in the long run where we are right now in the business
cycle for in the end things will come out all right. Fur¬
thermore, we have learned a lot from the incompetence,/
confusion, waste, futility and disastrous failure in the
management of diplomatic and economic relations ex¬
hibited by our government during and since thewar and
I believe will profit from the experience;

'

One of the best things the present Administration
could do to restore confidence in our government would
be to hold the men, most of whom, even at this late date/
are alive and many still in public office, to some kind
of accountability for the failure and folly which has
proved so catastrophic. ; »

EDWARD FOSS WILSON t

President, Wilson & Co., Inc. ; i
Prospects are encouraging for the beginning of in*

creased meat production in 1949. The delayed effects oa
meat production of a short corn crop in 1947 have about-
run their course. We now may expect meat production
to increase as a result of record feed ■ - •

j production in l948. ,
•

, r Although there is a smaller total
number of beef cattle on farms and
ranches than a year ago, the re,
nevertheless, are more cattle in feed-
lots. This will mean more finished
beef this spring than we had last
spring. There may even be enough
increase in fed cattle next summer to
offset smaller range cattle market-
ings at that time.
Increased pork production is anti¬

cipated by the spring of 1949. Pigs
born in the fall of 1948, which
showed an increase of 8% over the

, previous year, will commence com¬
ing to market then. A large increase
is predicted in the spring pig crop.
This means a substantial improvement in meat supplies
in the fall of 1949. Greater pork production next fail
will more than offset declines in cattle and lamb
marketings. " -

Volume is a very important factor in the efficient and
successful operation of meat processing facilities. From
this standpoint, therefore, the outlook for this industry
is favorable. "* *

Price trends also have a vital effect on meat packing
operations. Competition is always very keen for what¬
ever supply of live stock is marketed, with prices paid
being influenced greatly by current meat prices. But it

'

takes considerable5 time to process and distribute the
meat. Also, some storage of meat is important to even
out seasonal supplies. Abnormal or violent meat price
changes, consequently, affect earnings considerably.
Barring untimely reintposition, or threats, of price con¬

trols on live stock or meat, prospects are for the orderly
marketing of live stock in 1949, and fOf a'good distribu¬
tion of meat throughout "the year. This situation should
not lead to unusual price fluctuations on account of
supplies. 1

Assuming any downward trend in consumer incomes*
will be moderate in 1949, which now appears to be the
most accepted outlook, the demand for meat should

..... (Continued on page 90)

Edward F. Wilson.
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(Continued from page 89)
cause no greater price changes than can be taken in
stride by the industry.

These prospects, namely, relative stability in demand
and a good level of production, provide the basis for
confidence in the outlook for the meat packing industry
in 1949. This view seems to be justified even though it
appears that consumers are no longer willing to spend
quite as high a percentage of their income for meat as
they have been spending in the last few years.

LEROY A. WILSON

President, American Telephone and Telegraph Company

The Bell System is moving ahead rapidly with its big
construction program of service improvement and expan¬
sion. This program depends on the willingness of inves¬
tors to continue putting large amount of new money into

the telephone business, and rates for
telephone service must be increased
so that earnings will be sufficient to
attract this new capital. Telephone
rates are still low and have increased

much less than the rise in prices gen¬

erally and far less than past increases
in telephone wages and other higher
costs of providing service.
I feel that public regulatory au¬

thorities will approve whatever in¬
creases in telephone rates may be
necessary to keep the telephone
companies financially sound and in
a position to continue their progress
in increasing the value of the service.
We have spent over $3 billion for
new construction since V-J Day and
plan to keep right on at a high level

in the months ahead in order to meet the public's needs
for good telephone service. In fact, we have a lot of new
ideas for improving methods and equipment and the
service should get better all the time.

■ The Bell operating companies during 1948 added more
than 2,800,000 telephones to the nation's telephone net¬
work, bringing the total number of Bell telephones in
service to over 31,300,000. In rural areas, the Bell Sys¬
tem gained about 325,000 telephones; the millionth in¬
strument to be added in rural areas by the Bell System
since the war was installed in North Carolina in mid-
December.
. Despite this increase of nearly three million telephones,
there were still about 1,200,000 unfilled applications for
telephone service on hand at the end of the year, and the
public's demand for telephones continues strong.
The volume of telephone calling reached a new high,

with the number of local and long distance calls handled
by the Bell companies averaging 167,300,000 a day over
the first 11 months. Considerable improvement was
made in toll and long distance service, with these calls
being completed at an average speed of under two <

minutes for the first time since Pearl Harbor.
About 1,750,000 circuit miles were added to the Sys¬

tem's toll and long distance network. Unprecented
shipments by the Western Electric Company, the Bell
System's manufacturing and supply unit, to the Bell
telephone companies included more than 60 billion con¬

ductor feet of exchange cable and, to take care of re¬
placements and growth, local dial central office equip¬
ment capable of serving some 4,000,000 telephones.
Nearly a billion and a half dollars was spent by the

Bell System on new construction during the year—the
greatest amount ever spent in a year in the System's
entire history. To carry this program forward, about
$1,000,000,000 in new capital was raised, bringing the -
total obtained since V-J Day to about $2,700,000,000. The
number of stockholders of the American Telephone and
Telegraph Company reached a record total of over

760,000.
t Rising costs have forced the Bell companies to apply
for telephone rate increases in every state in the Union
except Nevada, and in the District of Columbia, since
September, 1946. In some states it has been necessary *
to ask for more than one increase.
/ Where higher rates have been authorized or made
effective, this has brought about an average increase of
about 14% in intrastate revenues. If all applications
now pending are granted in full, the total increase in
revenues would average about 22%. This is far less
than the price increases of most other everyday com¬
modities. The total cost of living, according to the latest
available figures of the Bureau of Labor Statistics, has
risen 73.2% since 1939. Rail freight rates have increased
44.2% and new automobiles 89.5%. Wearing apparel
has risen 100.4% and food costs have gone up 118% in
the past nine years.
The average rise in telephone rate is much less than

the rise in telephone wages and other costs of providing
service. Though revenues have increased, costs have
risen more.

Wages, for example, represent over half of all tele¬
phone operating costs, and the level of wage rates is
now about double the prewar level. Operating payrolls,
including additions to force, are today running more
than $1,300,000,000 annually, as compared with only
$417,076,000 nine years ago.
Finished steel, used in building construction, has risen

56.8% over the 1939 price. Paper and pulp, employed
in wire insulation and cable wrappings, is up 106.2%.
Copper for wire and countless other electrical conductors
has increased 109.8%. Cotton yarn, used not only in
wire insulation and cable wrappings but in covering
switchboard and telephone cords, is up 189.3%, Lum¬

ber also used in building contruction, has risen 232.9%,
while lead, employed in cable sheaths and in storage
batteries that provide the current for telephone trans¬
mission, has soared 325.7%
The Bell System made great strides in the develop¬

ment of the telephone art and in ne\V techniques in
1948. Its program for extending operator dialing of
long distance calls moved forward. By this method,
operators can put through calls to distant telephones
directly without the aid of other operators en route.:
As construction of coaxial cable -and radio relay-

facilities'progressed, the Bell System brought network
television to the Midwest, linking Buffalo, Cleveland,
Detroit, Toledo, Milwaukee; Chicago and St. Louis. On

business activity, high employment, large profits and
liberal distributions—even increased taxes are not ex¬

pected materially to reduce profits and dividends.
Enormous credits granted foreign countries under

ECA, and the proposed equipping of Western Europe
against a possible aggressor, will enhance appreciably'
this nation's economy. However, the fear of an impend¬
ing cataclysm, which is bound to continue so long as the
Cold War continues, will make it difficult to convince:
the peoples of the world, including those of the United-
States, that the gigantic commitments are for construc¬
tive and revenue-producing projects. They will recall
the Twenties, when huge foreign loans and credits also'
brought about a period of almost unparalleled pros-

Jan. 12, 1949, this network will be connected vto . the^'>perity which lasted while the lending .and spending were
already established East Coast televsion .network ;via;^in progress, but which collapsed the moment the United:
the Philadelphia-Cleveland coaxial cable recently;
opened for long distance telephone service.
Telephone service will be further improved/with the

growing use of an automatic message accounting system,
developed for dial service by the Bell Telephone Labor-;
atories. The first installation was made in Media, Pa.,*
in 1948. This system can keep track of who dials calls,,
what the called numbers are, how long the conver¬
sations last and then add up and print..detailed charge,
information. Initially, its use will be clw^ly;in?.places
where telephone subscribers can dial short toll calls
directly without the aid of an operator, thus substan¬
tially speeding up the service.
Another new Bell Telephone Laboratories develop¬

ment is an amazingly simple device called a transistor,
a tiny metal cylinder capable of performing nearly
all the functions of a vacuum tube, yet having no glass,
vacuum or filament. A

. technique of spacing radio
frequencies closer together without mutual interference,
thus permitting greater economy in the use of certain
frequency bands, was also developed and applied to
mobile radio-telephony.
Mobile telephone service by the end of 1948 Was estab¬

lished in more than 130 American cities and towns, with
the Bell companies serving more than 6,000 vehicles and.
other mobile units of all types on a common-carrier
basis.
Overseas telephone service continued to expand; more

than 80 countries and territories of the world can now

be reached by telephone from the United States. - . / :

DR. MAX WINKLER

Bernard, Winkler & Co., New York City

ON EARTH—PEACE

Throughout the civilized world, tens, nay hundreds of
millions were celebrating the*d#4&fAnniversary of the
Feast of the Nativity—the birth of the Prince of Peace.
An examination of conditions in the various lands where
preparations were being made for
the approaching celebration leads to
the sad conclusion that the tempta--
tion to disregard the importance of
the occasion had never been great¬
er: There is actual war in China,
in Greece and Indonesia. There is
war in Palestine and unrest in the
Middle East. There are upheavals in
Latin America. The rest of the world 1
is engaged in what is designated as
a Cold War which, while not killiftg^
and maiming, is nonetheless exertY'
ing a devasting influence upon.man 7
and morale. YYYi Y
In their places of worship, millions-

using the King James version of the
Bible will chant with Luke (11,14):
"Glory to God in the Highest and on . , ,

Earth Peace, Good Will Toward Men." Others Using
the New Testament, translated from the Latin Vulgate,
will, it seems, use a literal rendering of the original:

"Glory to God in the Highest
And on Earth Peace

To Men of Good Will" ;

It does not appear necessary to engage in Biblical
criticism and the reasons for the two different English
versions, either of the Greek (eudokias) or the Latin
(bonae voluntatis). However, it is abundantly clear that
PEACE on Earth is dependent primarily on whether
man is of Good Will and isrprepared and willin&Jo
exercise it.
While it must be admitted that the present state of

affairs throughout the world is not encouraging, it is
equally true that the problems are not such as to render
a satisfactory solution impossible, provided those who
are charged with guiding the destinies of nations are

willing to employ Good Will in their dealings with one
another. No statesman or diplomat worthy q£. tiie.-jiarne
must abandon hope of settlement. He must be able to
find a way HOW to solve problems rather' than-- admit
that he can NOT solve them. If he is unable to find a

solution, he must be replaced by one who will.
If it were possible to bring about the replacement of

so-called leaders with men who are qualified to lead,
the question of a reasonably dependable prognosis- of
what 1949 and subsequent years have in store for1 the
world in general and the United States in particular
could be answered much more easily. It is largely, if
not wholly, the uncertainty of the outcome of the so-
called Cold War between the only two important nations
left after the latest cataclysm which militates against

Dr. Max Winkler

Robert E. Woodrgfl.

States decided or was forced to discontinue extending
"aid" to the rest of the world.
How can the peoples of the various countries receiving

American funds seriously think of employing them pro-;
ductively, when they are in the grip of fear that the Cold-
War may turn into World War III, in which case all'
they build today will be destroyed tomorrow? Elimination-
of the prevailing fear or its reduction to a minimum may,'
and in all likelihood will, change the picture. The peo--
pies of the world have a right to expect their leaders"
to bring this about. If their present leaders cannot or'
will not do it, they should be replaced forthwith by;
others who can and will. -It is mankind's sincerest

hope that this will be attained. Y • : r ' . Y ; > *•'

R. E. WOODRUFF
- President, Erie Railroad Company

The volume of freight traffic handled by all the;
railroads in 1948 continued at record peacetime levels
and closely approached the tonnage handled during the
war years. Passenger traffic, however, declined.
During the year the railroads were

granted some increases in both
freight and passenger rates which
enabled them to improve their fi¬
nancial showing as compared with
1946 and 1947. Those two years were

disappointing from an earning stand¬
point because wage and material
costs increased much more rapidly
than the railroads were able to se¬

cure authority from * the Interstate
Commerce Commission to adjust their
rates to compensate for the rise in
operating costs. As a result, rail¬
roads earned less than 3% on net
investment in 1946 and only 3 Vz% in
1947. Some relief was obtained in
1948 but even with the continued

heavy business the return on net - •

investment is estimated to be somewhat less than 4V2%.

,' Wage increases of 10 cents an hour recently were
granted to operating employees and 7 cents an hour
coupled with a 40-hour week to nonoperating employees.
Wage costs, therefore, will be considerably higher in
1949.Y- / Y .. /
- To offset these increased operating expenses the rail¬
roads petitioned the Interstate Commerce Commission
for an increase of 13% in freight charges. Permission
was granted to increase rates an average of about 6%.;
These were effective early in January, 1949 but unless
the full rate increases are authorized, the return on net
Vinvestment, will in all likelihood fall below 4%. These
low ..earnings are hitting the railroads just at a time
when they are spending huge sums for new equipment
and Improvements that are necessary to rehabilitate
the jrailroad properties. To properly modernize and
Strengthen railroad service to the nation a return of.not
less 'than 6% is necessary. "
Since World War I the railroads have invested more

than: $2 in improvements for every $1 paid out to their
owners in dividends. Last year alone, the railroads spent
mor$ than a billion dollars on new equipment and facilir
ties. {By this wise expenditure for new and better equip¬
ment: the railroads were able to reduce their costs of
operation and were able to go through World War II
without any increase in rates. In 1921 the railroads
received an average revenue of 1.27 cents for hauling
a torrof freight one mile. This gradually decreased until
it was less than one cent (9.3 mills) at the beginning
of and during World War II. In 1947 the average rose
to ls07 cents. The rate increases in 1948 brought thi$

average revenue per ton mile up to about 1.26 cents,'of
jus^ about the same, as 27 years ago. During this period
employees' wages have more than doubled, taxes have
morg than doubled and the materials and supplies th^
railroads use in their everyday operation have more than

doubled. Most of the operating increase has occurred
since 1939 and yet since that time freight rates have
^increased only 50% and passenger fares only 25%.

The efficiency of railroads depends uoon moderniza¬
tion and investment in better equipment and machines.
To keep pace with America's industrial growth the
railroads must be given an opportunity to earn a fair
-return, especially in periods of heavy volume. If earn¬
ings are kept too low, the railroads will have difficulty
in-rhaintaining the steady progress that has been made
in reducing costs and providing efficient service at the
lowest rates.
The amount of business the railroads will handle in

1949 depends upon the nation's industrial activity. The
railroads are not manufacturers. As a service organiza;-greater market activity and quotations more truly rep- .... „

resentative of earnings and dividends. Vast expondituresT--;MfiW-ilteir 3°h Js to carry the production of other com-
on the part of the American GovermneafcJn connection panies, Some decrease has been noticeable in carload-
with its preparedness program will result in continued (Continued on page 94)
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Indications of Current Business Activity
The following statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date):

AMERICAN IRON AND STEEL INSTITUTE: \v
JndicatedvSteel. operations (percent of capacity)- Tan 9a
Equivalent to— ~ ~~ , *

Steel- ingots-and castings -(net tons)—_L_—_Z— „,—Jan. 23

AMERICAN PETROLEUM INSTITUTE: . , /
Crude oil output—daily average (bbls. of 42 gallops each)U-*.-_Jan.'aCrude ruui to stills—daily average (bbls.)—_ _ i. _ jan 8
.Gasoline output (bbls. '

jan 8
.

.. .ECfrosene output (tabls,)'— • u — ~Z _IZ:"'"7Jan' 8Gas oil and distillate fuel oil output (bbls.) II "HIJan 8Residual iuel oil output (bbls.)_„ _Z_—Z__Z"janZ 8Stocks at relinerles, at bulk terminals, in transit and in pipe lines— ■ " "-
, Finished and unfinished gasoline (bbls.) at — __ jan 8Kerosene (bbls.) at—_T __ jan' 8•"

Gas oil and distillate fuel oil (bbls. i at —
Residual iuel oil (bbls.) at jan 8

ASSOCIATION OF AMERICAN RAILROADS:

Revenue-.freight loaded (number of cars)...: jan. 8Revenue lruignc received lruin connections (number of cars) —Jan. 8

CIVIL ENGINEERING CONSTRUCTION— ENGINEERING NEWS-*

RECORD:

Total U. S. construction Jan 13
Private

. construction :_ZZZZZZZZZZjan.T3
PuOlic construction

. _ jan" 13
State and municipal ( Z Z Jan 13
Federal ; Ijan! 13

COAL OUTPUT (U. S. BUREAU OF MINES):

Latest

Week

100.1

'

*1,845,400

5,453,850
115,752,000
18,278,000
2,493,000
7,789,000

.. 9,153,000

107,111,000
23,368,(00
73,941,000
85,544,000

721,507
594,516

$132,583,000
59,243,000
73,340,000
58,736,000
14,604,000

Previous

Week

99.3

1,830,600

5,610,650
■

5,888,000
18,859,000
2,526,000
8,200,000
9,249,000

104,063,000
24,373,000
77,151,000
86,284,000

584,628
514,690

$124,485,000
45,627,000
78,858,000
44,628,000
34,230,000

Montn

Ago

188.6

1,597,000

5,620,150
5,650,000
18.395,000

2,506,000
7,553,000
8,946,000

97,110,000
25,512,000
32,406,000
86,641,000

783,276
673,346

$146,187,000
44,038,000
102,149,000
70,255,000
31,894,000

Year

Ago

196.1

1,732,200

5,313,137
5,289,000
16,289,000
2,290,000
7,471,000
8,776,000

96,698,000
14,536,000
46,785,000
51,935,000

830,810
678,055

$83,284,000
32,201,000
51,083.000
32,615,000
18,468,000

^Beehive coke (tons).

EDISON ELECTRIC INSTITUTE:

IRON AGE COMPOSITE PRICES:

METAL PRICES (E. & M. J. QUOTATIONS):

5Electrolytic copper— v

? Lead t(sT.lbouiS) at-*

7.in/* /TTQ«sf bf T.rMiic

MOODY'S BOND PRICES DAILY AVERAGES:

Aaa

Baa

MOODY'S BOND 1IEL1) DAILY AVERAGES:
. U. S. Government Eonds„ ——„ Jan. 18
Average c0.Pur4.e- —__1 ____Jan. 18
Aaa

,— _Jan. 18

, Ag , ;—_— _ „ _Jan. 18
- A

Jan. 18
Baa Jan. 18
Railroad Group— Jan. 18
Public Utilities Group _i.___.Jan 18

r Industrials Group. ___ —Jan. 18

MOODY'S COMMODITY INDEX Jan. 18

NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD¬
ITY INDEX BY GROUPS—1935-39—100:

2.42

3.01

2.71

2.80

3.07

3.46

3.25

2.99

2.79

2.42

3.02

2.71

2.81

3.10

3.47

3.28

3.00

2.80

2.44

3.09

2.79

2.87

3.16

3.54

3.35

3.06

2.85

• Chemicals and drugs—

All groups combined-

NATIONAL PAPERBOARI) ASSOCIATION:
, Orders received (tons)—x_ Jan. 8 204,405
Production (tons) ; Jan. 8 158,780

* Percentage of activity ,1 __ Jan. 8" 79
Unfilled orders (tons) at Jan. 8 361,252

OIL, PAINT AND DRUG REPORTER PRICE INDEX —192(5-36
AVERAGE=1()0 —— - Jan. 14. 142.1

116,925
81,780

46

318,673

142.6

201,641
198,237

96

363,813

143.5

WHOLESALE PRICES NEW SERIES-
1926=100: •

-U. S. DEPT. OF LABOR—

Farm products
Foods —

Fuel and lighting materials——
Metals and metal products——,—_
Building materials— —___

All other — -----

Special indexes-

AMERICAN PETROLEUM INSTITUTE—Month
of October:

, ; :, >,'
Total domestic production (bbls.) of 42-gal-

lons each)
Domestic crude oil output (bbls.)
Natural gasoline output (bbls.)———>
Benzol output (bbls.)_ _____

Crude oil imports (bbls.)
Refined products Imports (bbls.)
Indicated consumption-r-domestic and export

Increase—all stock (bbls.) !

AMERICAN ZINC INSTITUTE, INC.—Month
of December:

Slab zinc smelter output, all grades (tons
of 2,000 lbs.)

Shipment (tons of 2,000 lbs.)
Stocks at end of period (tons)
Unfilled orders at end cf period (tons)

BANK DEBITS —BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM—

Month of December (in thousands)__ „ $122,277,000 $102,887,000 $118,382,000

BANKERS DOLLAR ACCEPTANCES OUT- *Z
STANDING — FEDERAL RESERVE BANK _

OF NEW YORK—As of December 31:

Exports . — ___

Domestic shipments — *

Domestic warehouse credits :

Dollar exchange
Based on goods stored and shipped between
foreign countries

Jan. 8

Jan. 8

Jan. 8

11,485,000
1,032,0C0
148,800

*8,800,000
931,000
*130,100

11,960.000
946,000
154,000

13,800,000
1,100,000
139,300

Jan. 8 274 ♦204 564. 251

Jan. 15 5,726,703 *5,741,663 5,790,191 5,370,112

.Jan.13 128 127 96 61

Jan. 11

-Jan.11
Jan. 11

3.75628c

$46.82-..
$40.92

3.75628c

$46.82
$43.00

3.75628c
$45.82

$43.00

3.22566c
$40.08

$40.58

.Jan. 12

-Jan.12
-Jan.12

_Jan.12

-Jan. 12

-Jan. 12

23.20Cc

23.425c

103.000c
21.500c

21.300c

17.500c

23.200c

23.425c

103.000c

21.500c

21.300c

17.500c

23.200c

23.425c

103.000c'
•21.500c

21.300c
17.50Cc

21.200c

21.550c

94.000c

15.000c

14.800c

10.500c

-Jan. 18

_Jan.18

.Jan.18

.Jan .18

_Jan.13

.Jan.18

_Jan, 18
_Jan.18

.Jan.18

101.16
112.93

118.80

117.00

111.81

104.83

108.52

113.31

117.20

101.10

112.75
- 118.80

116.80

111.25

104.66

107.98

113.12

117.00

100.92
111.44

117.20

115.63
110.15

103.47
106.74

112.00

116.02

100.69

110.70

116.02

113.89

109.97

103.80

105.17

112.56

115.04

2.42

3.02

2.71

2.81

3.10

3.47

3.28

3.00

2.80

389.3 392.8 393.3 451.8

.Jan. 15 223.8 224.2 225.6 244.6

.Jan. 15 175.4 184.6 192.6 300.5

Jan.15 239.6 240.8 243.3 279.9

Jan. 15 307.8 307.5 304.3 337.8

.Jan. 15 208.2 209.2 207.7 323.4

Jan. 15 240.2 241.9 247.1 266.8

Jan.15 241.2 243.5 242.3 223.8

Jan. 15 172.2
'

172.1 172.7 180.7

Jan.15 195.4 - 195.2 195.4 220.2

Jan.15 190.4 190.6 120.6 161.3

.Jan. 15 227.1 226.8 225.9 233.2

.Jan. 15 147.8 148.4 149.7 155.3

.Jan. 15 143.5 143.6 142.8 136.7

.Jan. 15 150.8 150.8 150.8 142.9

.Jan. 15 155.2 155.2 153.9 134.5

.Jan.15 215.6 216.4 216.9 228.0

185,437
177,964

99

459,989

151.2

Hides and skins.

, *Revised figure.

. Jan.11 160.5 • 161.3 161.7 166.8
174.3 175.5 175.9 203.3
164.4 168.1 163.7 182.0
152.9 152.6 153.1 148.3

. Jan.11 144.3 145.1 145.2 148.6

..Jan. 11 137.1 137.1 137.5 * 129.8

175.3 175.2 173.7 w 154.3

200.9 198.7 203.0 194.2

133.5 132.8 133.9 139.2

170.1 170.3 170.1 261.3

217.4 209.9 219.8 256.2

226.0 225.9 230.9 251.4
197.0 192.6 199.8 238.3

Latest

Month

187,414,000
174,581,000
12,805,000

28,000

12,572,000
3,876,000

184,226,000
19,636,000

76,946
75,582
20,848
51,318

Previous

Month

174,580,000
163,037,000
11,515,000

28,000
11,428,000
4,402,000

175,120,000
15,290,000

71,195
96,142
19,484

43,788

Year ;

Ago

176,598,000
164,913,000
11,635,000

50,000
7,761,000
4,757,000

188,196.000
920,000

70,996
72,161
68,011
59,705

$163,749,000
56,633,000
9,567,000
15,833,000

529,009

$151,706,000
47,760,000
9,514,000
14,118,000
1,161,000

$159
63
9

15

2

268,000
323,000
757,000
210,000

,850,000

12,465,000 15,219,000 10,861,000

Total —— $258,776,000 $239,478,000 $261,269,000

COAL OUTPUT (BUREAU OF MINES)—Month
of December:

Bituminous coal and lignite (net tons)
Pennsylvania anthracite (net tons)
Beehive coke (net tons) —

DEPARTMENT STORE SALES (FEDERAL RE¬
SERVE SYSTEM)—(1935-39 Average=I00)
Month of December:

Adjusted for seasonal variation
Without seasonal adjustment

FACTORY EARNINGS AND HOURS—WEEKLY
AVERAGE ESTIMATE—U. S. DEPT. OF
LABOR— Month of November

Earnings—
All manufacturing
Durable goods
Nondurable goods

Hours—

All manufacturing
Durable goods
Nondurable goods

Hourly earnings—
All manufacturing
Durable goods ,

Nondurable goods

49,045.000
4,499,000

595,500

48,485,000
*4,680,000

607,400

55,852,000
4,879,000
614,200

307 *287 303
491 *356 485

$54.49 "■ ♦$54.50 $51.31
58.58 *59.13 54.99
50.14 *49.68 47.47

39.8 ♦39.9 40.5
40.4 *40.7 40.8

39.2 *39.1 40.1

$1,370 $1,366 $1,277
1.452 ♦1.451 1.355
1.280 1.272 1.193

lOld capacity basis, tllncludes 473,000 ba rrels of foreign crude runs.

METAL OUTPUT (BUREAU OF MINES) —
Month cf October:

Mine production, of recoverable metals in
the United States:

Copper (in short tons) __

Gold (in fine ounces)-
Lead (in short tons) ,

Silver (in fine ounces)— 1
Zinc (in short tonsl i

MONEY IN CIRCULATION—TREASURY DEPT.

As of Nov. 30 (000's omitted).

MOODY'S WEIGHTED AVERAGE YIELD OF
209 COMMON STOCKS—Month of Dec.:

Industrials (125) 1 —-

Railroads (25) ————:
Utilities (25)
Banks (15) —

Insurance (10) ——

Average yield (200)_ —

NEW CAPITAL ISSUES IN GREAT BRITAIN—

Midland Bank, Ltd.—Month of December—

PORTLAND CEMENT (BUREAU OF MINES)—
Month of November:

Production (bbls.)
Shipments from mills (bbls.)
Stocks (at end of month) (bbls.)—
Capacity used

SELECTED INCOME TERMS OF U. S. CLASS I

RYS. (Interstate Commerce Commission)

—Month of October:
Net railway operating income
Other income

Total income —

Miscellaneous deductions from income

Income available for fixed charges
Income after fixed charges
Other deductions

Net income *

Depreciation (way & structures & equip.)—
Amortization of defense projects—
Federal income taxes :—

Dividend appropriations:
On common stock
On preferred stock ,——

Ratio of income to fixed charges

TREASURY MARKET TRANSACTIONS T.N DI¬
RECT AND GUARANTEED SECURITIES
OF U. S. A.—Month of December:

Net sales — — ——

Net purchases .—

U. S. GOVT. STATUTORY DEBT LIMITATION
—As of Dec. 31 (000's. omitted):

Total face amount that may be outstanding

68,215
175,890
34,852

3,070,650
. 52,860

*69,733
*206,262
*26,480

*3,162,768
*52,231

66,089
217,096
32,512

3,010,091
50,296

$28,331,043 $28,175,808 $28,765,640

6.57 6.72 5.44

6.78 6.98 5.41

7.67 7.42 5.76
6.09 6.08 6.04

4.74 4.87 4.70
3.34 3.30 3.50

£5,592,000 .£14,372,000 £5,974,000

18,435,000
18,110,000
6,419,000

92%

$110,876,856
17,557,533
128,434.389
4,667.608

123,766.781
87,673,521
3,187,845
84,485,676
32.230,493
1.390,787
51,354.567

19,349,000
20,324,000
*6,094,000

93%

$110,848,571
16,421,306
127,269,877
5,524,505

121,745,372
85,675,534
3,018,655
82,656,879
31,816,226
1,344,086
50,287,614

16,814,000
16,267,000
6,209.000

85%

$76,879,445
16,912,916
93,792,361
3,998,301
89,794,060
53,169,883
3,134,447
50,035,436
29,341,716
1,355,739

32,706,844

Outstanding—
Total gross public debt —

Guaranteed obligations not owned by the
Treasury —-— ——

Total gross public debt and guaranteed

Deduct—Other outstanding public debt obli¬
gations not subject to debt limitation

Balance face amount of obligation issuable

13,092.354
9,923,451

3.43

17,769,139
2,935,405

3.38

12,551,813
7,915,305

2.45

$200,000 $800,000
$696,39lZ00O

$275,000,000 $275,000,000 $275,000,000

252,799,581 252,506,047 256,899,844

54,820 56,946 81,409

$252,854,401 $252,562,994 $256,981,254

797,272 801,741 854,280

$252,057,128 $251,761,253 $256,126,974

$22,942,871 $23,238,747 $18,873,025

♦Revised figure.
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Securities Now in Registration
• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

• Alliance Fertilizer Corp., Ellerson, Va.
Jan. 14 (letter of notification) 2,500 shares ($10 par)
common stock. Price—$20 per share. No underwriter.
For construction of the company's plant recently de¬
stroyed by fire and purchase of fixtures and equipment.

American Box Board Co. (1/25) ~ . •

Jan. 5 filed $5,400,000 15-year 4y4 % convertible sink¬
ing fund debentures. Underwriter—Paine, Webber, Jack¬
son & Curtis. Proceeds—To pay off a long-term obliga¬
tion and to pay for part of the costs involved in a pro¬
gram to improve and expand a pulp and paper mill.

American Light & Traction Co., Chicago
Jan. 10 United Light & Railways Co. filed 634,667 shares
of American Light common ($25 par). Underwriter—
None. Offering—The shares will be offered at $12 per
share to holders of United Light common of record at
the close of business Jan. 31, on the basis of one share
of American Light common for each five shares of
United Light common. Rights will expire March 2.

American Steel & Pump Corp.
Sept. 21 filed 200,000 shares ($2 par) convertible class A
fiock. Underwriters—Herrick, Waddell & Reed, Inc. and
Sills, Minton & Co., Inc. Price—$8 per share. Proceeds
—To retire indebtedness and for working capital. Ex¬
pected financing plan will be revised.

Argus, Inc., Ann Arbor, Mich.
3fov. 1 filed 115,315 shares ($10 par) 5V2% cumulative
convertible preferred stock. Offering — To be offered
initially for sale to stockholders at the rate of one pre¬
ferred stock and purchase warrant for each 3V2 shares
cf common stock held. With each share of preferred
purchased company will issue a purchase warrant en¬

titling the holder to buy 80/100 of a share of the com¬
pany's ($1 par) common stock on or before Dec. 31, 1950.
Underwriters—Leason & Co., Inc., and First Securities
Co., Chicago. Proceeds—For working capital.

Badad Insulating Boards Corp. of Palestine,
New York City

Jan. 4 filed 57,144 shares of 5% cumulative ($21 par)
convertible preferred stock and 57,144 shares (no par)
eomomn A stock, to be sold in units of eight shares of
each class at $169 per unit. No underwriting. Proceeds
—To buy equipment and set up plant ready for operation.

Basket Advertising Inc., Old Greenwich, Conn.
Jan. 13 (letter of notification) 5,000 shares ($10 par) vot-
ing common stock. Price, par. No underwriting. For
general expenses. "
» Black Canyon Minting Corp., Reno, Nev.
Jan. 10 (letter of notification) 50,000 shares of common
stock. Price—$1 per share. No underwriting. Mostly for
operating funds. -X Vi ■" ■:

• Boyle Royalties Co., Los Angeles, Calif.
Jan. 10 (letter of notification) $50,000 4% unsecured
promissory notes and 250 shares ($1 par) capital stock.
Price, par. No underwriting. To drill for oil.

Bradshaw Mining Co., Tonopah, Nev.
Oct. 8 (letter of notification) 1,500,000 shares (5c par)
common stock. Price—20 cents per share. Underwriter

, —Batkin & Co., New York. To repair and renovate mine
*

of company and to exercise option to purchase processing
mill and move and erect such mill on the company's

'

property and for working capital.
• Buckley Music System, Inc., Chicago, III.
Jan. 10 (letter of notification) $300,000 5-year 6% deben¬
tures. No underwriting. For expansion program.

Capital City Boating Corp., Washington, D. C.
Jan. 4 (letter of notification) 50,000 shares ($2 par) 6%
non-cumulative preferred stock. Price, $3 per share.
Underwriter—Lawrence R. Shepherd & Co., Washing¬
ton, D. C. 'To operate company, purchase an excursion
boat and invest in the securities of other transportation
or amusement companies.

Carolina Mountain Telephone Co., Asheville,
North Carolina

Jan. 7 (letter of notification) 46,250 shares of common
stock. Price $1.75 per share. Underwriter— Interstate
Securities Corp., Charlotte, N. C. To acquire all of the
capital stock of Weaverville Electric & Telephone Co.
and Madison Telephone Co.

' Central Maine Power Co.
Jan. 10 (by amendment) 286,496 shares ($10 par) com¬
mon stock. Offering—Company's common and 6% pre¬
ferred stockholders have preemptive rights to purchase
such stock. However, company states that it believes
New England Public Service Co., which holds 77.8% of
the common stock, will waive . its preemptive right to
purchase 219,196 shares of the total issue, making such

New York Boston Pittsburgh " Chicago

Private Wires to Offices in other Principal Cities ,

shares available for immediate sale to an underwriter.
Company proposes to offer the remaining 67,300 shares
to its other common and to its 6% preferred stockholders
pursuant to their preemptive rights in the ratio of one
share of common stock for each six shares of common
stock presently held and five shares of common stock
for each six shares'of 6% preferred stock. It is proposed
that the subscription rights be negotiable. Underwriter
—Company proposes to enter into a contract with an

underwriter for the purchase by the underwriter of the
shares made available for sale to the public by the
v/aiver by New England Public Service Co. of its pre¬

emptive rights in the proposed issue and in addition,
for the purchase by the underwriter at the conclusion
of the subscription period of those shares offered to

stockholders, the rights to subscribe to which have not
been exercised. Proceeds—The net proceeds are to be
applied by company to reduce its outstanding short-term
notes, the proceeds of which were used for the acquisi¬
tion of property, the construction of facilities, and other
lawful purposes.

• Charter Oak Cooperative Dairy, Inc., Hartford,
Conn." ■■ •". *

Jan. 17 (letter of notification) 30,000 shares of common
stock (par $10). Price, par. No underwriter. For
working capital.

Citizens Credit Corp., Washington, D. C.
Jan. 3 (letter of notification) 2,200 shares of Class A
common stock, ($12.50 par) and 2,200 shares of Class B
common ($25c par). To be sold in units of one share of
Class A and ; one share of Class B at $15 per unit.
Underwriter—Emory S. Warren & Co., Washington, D. C.
For general funds of company.
; Clarostat Mfg. Co., Inc., Brooklyn, N. Y.

Aug. 26 (letter of notification) 37,400 shares of 500
cumulative convertible preferred stock. Underwriter—
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per
share. Working capital, etc.

Consolidated Edison Co. of New York, Inc.
(1/25)

Dec. 29 filed $50,000,000 first and refunding mortgage
bonds, series E, due Jan. 1, 1979. Underwriters—Names
to be determined through competitive bidding. Prob¬
able bidders: Halsey, Stuart & Co. Inc. and The First
Boston Corp. (jointly); Morgan Stanley & Co. Proceeds
—To pay $40,000,000 of short-term notes and reimburse
the treasury for outlays made to acquire property and
for construction. Bids—Bids for purchase of bonds will
be received at company's office, 4 Irving Place, New
York, up to 11 a.m. (EST) Jan. 25. v v " , ;

• Cooperators Properties, Inc., Washington,

Jan. 13 (letter of notification) $24,000 of 2nd trust real
estate notes and 66 shares of preferred stock, to be sold
at par, $5 per share. No underwriting. For expansion
and improvement of an automobile service station and
repair shop; and about $7,000 for redemption of out¬
standing second-trust notes.

Cribben & Sexton Co., Chicago, III.
- Jan. 7 (letter of notification) 1,500 shares ($5 par)
.common. Price, at market.' Underwriter—Swift, Henke
& Co„ Chicago. /:-

• Crown Capital Corp., Wilmington, Del.
Jan. 11 (letter of notification) $250,000 of 5% subordin¬
ated debentures, due 1979. Underwriter—Hodson & Co.,
Inc., New York. For general funds.
• Delvale Dairies, Inc., Baltimore, Md.
Jan. 13 (letter of notification) 300 shares of preferred
stock ($100 par) and 300 shares ($10 par) common stock.
Price—Preferred, par; common $20 per share. No under¬
writing. To finance expansion program, purchase of ad¬
ditional machinery and equipment, for repairs and to
provide additional working capital. •" '
• El Paso Natural Gas Co., El Paso, Texas
Jan. 10 (letter of notification) 4,700 shares of common
stock. To be offered to eligible employees at $42 per
share. No underwriting. For additional working capital.

Emery Air Freight Corp., New York
Jan. 6 (letter of notification) 2,000 shares of common
stock (par 20c). Price, $2.25 per share. Underwriter—
Reynolds & Co. Proceeds to selling stockholder.

Erndale Mines Ltd., Toronto, Canada
Dec. 14 filed $100,000 5-year 6% first mortgage bonds
(convertible into common shares at rate of four shares
to dollar/or at a price of 25 cents per share). Under¬
writer—James T. DeWitt Co., New York. Price—95.
Proceeds—To pay off, in part or in full, outstanding in¬
debtedness and for general working capital. - ,

• Family Underwriters Corp., Seattle, Wash.
Jan. 11 (letter of notification) 2,994 shares of 5% cumu¬
lative preferred ($100 par) and 5,988 shares (no oar)
common (100 par). To be offered in units of one share
of common and one share of preferred at $100 per unit.
No underwriting. For additional working capital.
• Farnsworth Television & Radio Corp.
Jan. 12 filed 270,000 shares ($1 par) common stock. Un¬
derwriter — The First Guardian Securities Corp., New
York. Proceeds — To pay past due debts, to reestablish
the corporation's credit position and for general corporate
purposes.

Harwiil, Inc., St. Charles, Mich.
Oct. 27 (letter of notification) 125,000 shares of common
stock (par $1). Price, par. Underwriter — Charles E.
Bailey & Co., Detroit. To pay current liabilities, pur- - -

chase property, building and equipment and for working
capital.

Hastings (Minn.) Gas Co.
Dec. 27 (letter of notification) $14,000 first mortgage

, sinking fund 5% bonds, due Aug. 1, 1960. Underwriter—
Braun, Monroe & Co., Milwaukee, Wis. For working
capital. ,,

Norwood Lake Gold Mines Corp., N. Y. '
Dec. 27 (letter of notification) 100,000 shares of capital
stock. Price—$1 per share. Underwriter—Charles W.
Warshoff & Co., Newark, N. J. For development ol
mining properties.

Motelevision, Inc., L. I. City, N. Y.
Nov. 3 filed 160,000 shares ($1 par) class A stock. Un¬
derwriter — Cantor, Fitzgerald & Co., Inc., New York.
Price—$3 per share. Proceeds—To develop, exploit and
distribute a television innovation. Expected late in Jan¬
uary or early in February. . /

Insurance Exchange Building Corp. (1/21)1
Dec. 30 filed 82,500 shares ($10 par) common stock to
be offered for sale by, five selling stockholders. Under¬
writer—Central Republic Co. of Chicago will under¬
write all but 41,500 shares of the offering. Price—$14%
per share. Tentatively expected Jan. 21.

Jersey Central Power & Li&ht Co. (1/24)
Dec. 22 filed $3,500,000 first mortgage bonds, due 1978,
Underwriters—Names to be determined through compet¬
itive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Harriman Ripley & Co.; Glore, Forgan & Co.; Mer¬
rill Lynch, Pierce, Fenner & Beane; The First Boston

\ Corp., Salomon Bros. & Ilutzler; Otis & Co. Proceeds—•
For construction or improvement of new facilities and
betterments of existing facilities. Bids—Bids for pur¬
chase of bonds will be received up to 11:30 a.m. (EST),
Jan. 24, at Room 2401, 61 Broadway, New York," "
• Kentucky Utilities Co., Lexington, Ky.
Jan. 13 filed $10,000,000 30-year first mortgage bonds,
series B. Underwriters—Names to be determined by com¬
petitive bidding. Probable bidders include: Halsey, Stuart
& Co. Inc.; The First Boston Corp.; Harriman Ripley &
Co.; Equitable Securities Corp.; Union Securities Corp.,
and Merrill Lynch, Pierce, Fenner & Beane (jointly).
Proceeds—To pay off $1,500,000 of bank notes and for
construction purposes. ■) v
• Langendorf United Bakeries, Inc., San

Francisco, Calif. ^ >
Jan. 13 (letter of notification) 4,800 shares of common
stock. Price—$13 per share. Underwriter — Walston,
Hoffman & Goodwin, ;!
• Melchior, Armstrong, Dassau Co. of Del. Inc.,

Ridgefield, N. J. f-\.. 1
Jan. 11 (letter of notification) 3,200 shares of common
stock (no par). To be offered to employees at $11.25
per share and to public and stockholders at $14 per
share. Working capital. . '

Michigan Public Service Co., Traverse City, |
Michigan r

Jan. 7 (letter of notification) 18,000 shares of common
stock (no par). Price $16,375 per share; (no par).
Underwriters—Cray, McFawn & Co., Detroit and A. C.
Allyn & Co., Inc., Chicago. For construction and to re¬
imburse treasury for construction expenses. '

t

Miller Manufacturing Co., Detroit, Mich.; /1
Dec. 20 1 (letter of notification) 2,260 shares ($1 par)
Common. Price—$4.25 per share. Underwriter—Georg!e
A. McDowell & Co. ' ' ' . '

j
• Mississippi Chemical Corp., Jackson, Miss,
Jan. 3 filed 1,200,000 shares common stock (par $5). No
underwriting. Offering—Of the total 660,000 shares are

subject to delivery under the stock subscriptions now ex¬
istent. Price—$5 per share. Proceeds — To construct
ammonia plant. .. > '

• Monongahela Power Co. (2/15)
Jan. 18 filed $6,000,000 30-year first mortgage bonds to
be sold through competitive bidding and 67,000 shares
of common stock to be sold to West Penn Electric Co.

(parent). Probable bidders for bonds: Halsey, Stuart &
Co. Inc.; Merrill Lynch, Pierce Fenner & Beane and
Hallgarten & Co. (jointly); Harriman Ripley & Co. and
Lazard Freres (jointly); Blyth & Co., Inc. and Goldman,
Sachs & Co. (jointly); Kidder, Peabody & Co.; Glore,
Forgan & Co.; Lehman Brothers; Salomon Bros. & Hutz-
ler. Bids for the bonds expected to be opened on or
about Feb. 15. '

• Norden Laboratories, Lincoln, Neb.
, Jan. 14 (letter of notification) ^1,000 shares of common

•

stock. Price—$150 per share. No underwriting. Fpr.air
conditioning and new plant equipment; and for addi¬
tional working capital. ' ' : !*'

r
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NEW ISSUE CALENDAR
January 21, 1949

Insurance Exchange Building Corp Common

January 24, 1949
Jersey Cent. Pwr. & Lt. Co. (11:30 a.m. EST),Bonds
Public Service Co. of Ind. Inc. (11 a.m. CST)-Bonds

January 25, 1949
American Box Board Co.-_-_____ -Debentures
Cons. Eciison Co. of N. Y. Inc. (11 a.m. EST)-Bonds

January 27, 1949
Maywood Chemical Works Stocks

February 1, 1949
Union Light, Heat & Power Co Bonds

February 2, 1949
Wheeling & Lake Erie Ry Equip. Trust Ctfs.

February 15, 1949
Monongahela Power Co.___ -Bonds

February 24, 1949
Northern Pacific Ry._ Equip. Trust Ctfs.

March 9, 1949
Southern Ry. Equip. Trust Ctfs.

March 15, 1949
Columbia Gas System Inc --^--Debentures

Paper Associated Products Corp., Ramsey,
N. J.

Jan. 3 (letter of notification) 29,000 shares of capital
stock (par $10). Price, par. Underwriter—Charles W.
Warshoff & Co., Newark. Expansion of sales territory.

• Pinos Altos Mining Co., Inc., Dover, Del.
Jan. 10 (letter of notification) 100,000 shares (100 par)
common stock. Price—$1 per share. No underwriting.
Proceeds to selling stockholders: H. P. Laslett and Dr.
William P. Spaugh. . •

Playboy Motor Car Corp., Tonawanda, N. Y.
Dec. 29 filed 1,000,000 shares of class A 20-cent prefer¬
ential dividend series ($3 par) common stock and 1,000,-
Q00 shares of class B (50 par) com. stock. Offering—To
Ibe offered in units of one share each. "Underwriting—
By amendment. Proceeds—For purchase of equipment
and working capital. A

4 Powers (John Robert) Products Co., Inc., N. Y.
Jan. 12 (letter of notification) 2,340 shares of preferred
stock (par $100) and 4,68° shares of class A common

stock (par 100). Price—$100.20 per unit of one pre¬
ferred share and two class A shares. No underwriter.
General corporate purposes. v

Public Service Co. of Indiana, Inc. (1/24)
Dec. 21 filed $12,000,000 first mortgage bonds, series Hs
due 1979. Underwriters— Names to be determined
through competitive bidding. Probable bidders: Blyth
& Co., Inc.; Halsey, Stuart & Co. Inc.; The First Boston
Corp.; Harriman Ripley & Co.; Glore, Forgan & Co.;
Merrill Lynch, Pierce, Fenner & Beane; Kidder, Pea-
foody & Co., and White, Weld & Co. (jointly). Proceeds—
For construction costs. Bids—Bids for purchase of bonds
will be received up to 11 a.m. (CST) Jan. 24, at office
of Sidley, Austin, Burgess & Harper, Room 2000, 11 South
La Salle Street, Chicago.

• Ramie Products Corp., Pittsburgh, Pa.
Jan. 12 (letter of notification) 72,855 shares of common
stock (par $1). Price—$3 per share. : Underwriting—
None, but stock will be sold through directors and of¬
ficers. Purchase of machinery and equipment and oper¬
ating expenses. *

• Republic Investors Fund, Inc., New York
Jan. 14 filed 590,000 ($1 par) common shares. Proceeds
-—For investment. Underwriter— Republic Research
Corp. Price, at market.

Robinson Plywood & Timber Co., Everett,
Washington

Nov. 17 filed 271,025 shares ($1 par) common stock, of
which 105,000 shares are to be offered by company, and
166,025 shares by 15 selling stockholders. Underwriter—
Blyth & Co., Inc. Proceeds—To company from the sale
of the 105,000 shares will be added to working capital,
except about $275,000 may be advanced to a new sub¬
sidiary to be used by it in making part payment of the
option purchase price of one-half of the stock of Conifer
Timber Co., Fortson, Wash. Indefinitely postponed.

/ * Rockland Light & Power Co., Nyack, N. Y.
Dec. 30 filed $7,500,000 first mortgage bonds, series C,
due 1978. Underwriting—Names will be determined by
competitive bidding. Probable bidders: Halsey, Sttaart
& Co. Inc., Harriman Ripley & Co., Merrill Lynch, Pierce,
Fenner & Beane and Kidder, Peabody & Co. (jointly).
Proceeds—For construction and the retirement of bank
borrowings. 7" V •• v.:"'" \";.,

• St. Charles Hotel Co., New Orleans, La.
Jan. 17 filed yoting trust certificates representing.J2,088
shares of capital stock. Macrery B. Wheeler, President
of the company, heads a list of nine voting trustees who
will solicit the deposit of the stock.

• Selby Mines, Inc., Los Angeles, Calif.
Jan. 10 (letter of notification) 280,000 shares of common
stock. Price—$1 per share. No underwriting. To pur¬
chase equipment and sink shaft.

; .

• . Silver Crown Mines, Inc., Denver, Colo.
Jan. 14 (letter of notification) 25,000 shares of common
stock (par $1). Price, par. No underwriting. For mine
exploration and development and purchase of machinery,
equipment and supplies.
• Southland Steel Corp., Jacksonville^ Texas
Jan. 14 (letter of notification) 30,000 shares ($1 par)
common stock. Price—$10 per share. No underwriting.
For.engineering services, building site, construction and
operation of iron ore smelter and furnace plants.
• Sport Centers, Inc., Lynn, Mass.
Jan. 14 (letter of notification) 48,000 shares ($1 par)
common.stock. Price—$5 per share. Underwriter—Mann
& Gould, Salem, Mass. For construction of ice arena and
other corporate uses.

Taylor Food Co., Raleigh, N. C.
Dec. 17 (letter of notification) 17,000 shares ($1 par)
common stock, of which 7,000 shares would be sold at
$1.12 V2 and 10,000 shares at $1 per share. Underwriter-—
Griffin & Vaden, Inc., Raleigh, N. C. For additional
working capital. - : < '

• Television Equipment Corp., New York "
Jan. 11 (letter of notification) 300,000 shares of common
stock (par 100).: Underwriter—Henry P. Rosenfeld &
Co., New York. Price—$1 per share. Additional equip¬
ment, working capital, etc.

Mrs. Tucker's Fcods, lnc., Sherman, Texas
Nov. 26 filed 200,000 shares of common stock (par $2.50)
of which 80,000 will be sold by the company and 120,000
shares by certain stockholders. Underwriter—Rauscher,
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general
corporate purposes./r , . •

Union Light, Heat & Power Co. (2/1)
Dec.- 30 filed $5,000,000 first mortgage bonds and 20,000
shares of common stock. Underwriters—Bonds will be
sold through competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp. and
Blyth & Co., Inc. (jointly); Merrill Lynch, Pierce, Fenner
& Beane and Kidder, Peabody & Co. (jointly); Harriman
Ripley & Co.; White, Weld & Co. and Shields & Co.
(jointly); Equitable Securities Corp.; Union Securities
Corp. and Glore, Forgan & Co. (jointly); W. E. Hutton
& Co. Stock will be offered for subscription by com¬
mon stockholders at $100 per share at rate of 4/94ths
of a share for each share held. Cincinnati Gas & Electric
owns 98.42% of outstanding common and will purchase
its pro rata proportion or 19,683 shares. Proceeds—For
prepayment of first mortgage bonds owned by parent
and for construction. Statement effective Jan. 18. Bid¬
ding about Feb. 1. < -V

• United States Television Mfg. Corp., New York
Jan. 12 (letter of notification) 2,008 shares of common
stock (par 500)., This is an offer of recision as the
shares were sold in October-November, 1948, in violation
of SEC regulation. :y1M . <■; ,v_. ;v v

United Utilities & Specialty Corp.
Oct. 15 (by amendment) 125,000 shares of common stock
(par $1) and 33,000 stock purchase warrants (to be sold
to underwriter at 10 cents each). Underwriters—George
R. Cooley & Co., Inc., Albany, N. Y., and others to foe
named by amendment. Price, market. Proceeds—To
repay bank loans, working capital, etc. , r,1^0 i <»'

e Waburn Oil Corp., Shawnee, Okla.
Jan. 10 (letter of "notification) 980,000 shares (100 par)
common stock, together with 150,000 option warrants.
-Stock will be sold at 30 cents per share. Underwriter—
Dennis H. Petty & Co., Oklahoma City, Okla. For drilling
and cost of completing wells. v./ -

• • Washington (D. C.) Mortgage Corp.
Jan.. 11 (letter of notification) 60,000 shares of Class A
common non-voting stock ($1 par) and 12,400 shares of
Class B common voting stock ($1 par). The Class A shares
will be sold at $4 per share and the 12,400 Class B shares
will be purchased by the officers of the corporation at
$4 per share. >. ■ .*/. •••<••

Waukesha (Wis.) Motor Co.
Dec. 7 filed 200,000 shares of common stock ($5 par).
Offering—Offered to stockholders of record January 3
at rate of one new for each two shares held at $10 per
share. Rights expire Jan. 24. Underwriting—Company
will pay fees to selected investment dealers for securing
the exercise of subscription warrants. Robert W. Baird
& Co. Inc. will be dealer-manager. Proceeds—To carry

possible increase of accounts receivable and inventories
and to provide for plant improvement. - f

• Western Crude Oil Co., Venice, Calif.
Jan. 5 (letter of notification) 51,575 common (100 par)
stock, of which 44,575 shares are to be sold for the benefit
of Henry L. Rath. Price—25 cents per share. No under¬
writing. Company will use its proceeds to pay lease
rentals, filing fees on new leases and miscellaneous ex¬

penses.

Western Oil Fields, Inc., Denver, Colo.
Jan. 5 (letter of notification) 1,000,000 shares (lc par)
common. Price, 10 cents per share. Underwriter—
John G. Perry & Co., Inc., Denver, Colo. To drill a well
and acquire additional properties.

Wichman Philippine Mindanao Development
Co., Cebu City, Philippine Islands

Jan; 5 filed 2,000,000 shares of voting capital stock, one
centavo par value. Price—25 cents per share (U. S. cur¬
rency). Underwriter—F. T. Andrews & Co. Proceeds—
To provide funds for plant construction, diamond drill¬
ing, exploration and repayment of loans. ' . - i

Wiegand (Edwin L.) Co., Pittsburgh
Sept. 28 filed 200,000 shares (no par) common stock.
Underwriter—Hemphill, Noyes & Co., New York. Price,
by amendment. Proceeds—Will go to selling stockhold¬
ers. Offering postponed.
• Winnemucca (Nev.) Mountain Mines Co.
Jan. 14 (letter of notification) 500,000 shares of non¬

assessable (100 par) common stock. Price—30 cents per
share. No underwriting. For development of mine and
construction of mill.

Prospective Offerings
• Atlantic Coast Line RR.

,

Jan. 13 reported has under consideration the financing
of new equipment through sale of certificates to the
public possibly in February. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Harriman
Ripley & Co. and Lehman Brothers (jointly); Harris,
Hall & Co. (Inc.).
• Cambridge Electric Light Co.
Jan. 10 The Massachusetts Department of Public Utilities
authorized company to issue $2,750,000 25-year notes,
the interest rate to be determined through competitive
bidding. Proceeds will be used to retire $1,750,000 bank
notes and to restore replacement funds borrowed to fi¬
nance plant improvements. Probable bidders: Halsey,
Stuart & Co. Inc.; Harriman Ripley & Co.; The First
Boston Corp.; Kidder, Peabody & Co. 7

• Columbia Gas System, Inc. (3/15)
Jan. 14 company announced plans to sell approximately
$20,000,000 of debentures due 1974. It is presently con¬
templated that-'competitive bids for the debentures Will
be opened on or about March 15. Proceeds from the pro¬
posed sale will be used to finance part of the company's*
construction program. Probable bidders: Morgan Stanley
& Co.; Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce,
Fenner & Beane, and White, Weld & Co. (jointly); Leh¬
man Brothers, Goldman, Sachs & Co., and Union Secu¬
rities Corp. (jointly); The First Boston Corp.
• Erie RR.
Jan. 19 company asked ICC permission to sell $6,300,000
equipment trust certificates. Probable bidders: Halsey,
Stuart & Co. Inc.; Harriman, Ripley & Co. and Lehman
Brothers (jointly); Salomon Bros. & Hutzler; Harris,
Hall & Co. (Inc.); Lee Higginson Corp. ;
• Gulf States Utilities Co.
Jan. 14 reported company expects to raise additional new
money through sale of from $6,000,000 to $7,000,000 in
new mortgage bonds. Probable bidders: Halsey, Stuart
& Co. Inc.; Salomon Bros. & Hutzler and Union Secu¬
rities Corp. (jointly); Lehman Brothers; Merrill Lynch,
Pierce, Fenner & Beane and White, Weld & Co. (jointly);
Stone & Webster Securities Corp. : "
• Joy Manufacturing Co.
March 24 stockholders will vote on increasing authorized
indebtedness of the company to an amount of $10,000,000
at any one time outstanding. Traditional underwriter,
Hallgarten & Co. "

. '' f "
Maywood Chemical Works (N. J.) (1/27)

Bids for the purchase of 6,930V4 common shares (no par),
56,562 y5 shares of participating preferred stock (no par)
and 8,081 shares of cumulative preferred stock (no par),
constituting 23.10%, 29.28% and 82.85%, respectively, of
the stocks, will be received up to 1:30 p.m. (EST) Jan. 27
at office of Alien Property, 120 Broadway, New Yorkr
The company itself has formally agreed to submit a bid
of $847,500 for the stock. v

• Minnesota Power & Light Co.
Jan. 14 reported company plans the sale in March of
some $4,000,000 bonds. Probable bidders: Shields & Co.;
The First Boston Corp.; Halsey, Stuart & Co. Inc.; Leh¬
man Brothers; Kidder, Peabody & Co.; Glore, Forgan &
Co.; Harriman Ripley & Co.
• New England Telephone Co.
Jan. 18 directors authorized the preparation of a regis¬
tration statement covering $35,000,000 25-year deben¬
tures, to be sold at competitive bidding in March. Pro¬
ceeds will be used to redeem on June 1, 1949, $35,000,000
outstanding first mortgage 5s. Probable bidders: Morgan
Stanley & Co.; Halsey,'Stuart & Co. Inc. '

Northern Pacific Railway (2/24)
Jan. 12 reported company will issue invitations shortly
for bids to be received Feb. 24 for $6,000,000 in equip¬
ment trust certificates, to be dated Mafch 15, 1949, and
to mature in 15 equal annual instalments from March 15,
1950, to March 15, 1964. Probable bidders: Halsey,
Stuart & Co. Inc.; Harriman Ripley & Co. and Lehman
Brothers (jointly); Salomon Bros. & Hutzler; Harris,
Hall & Co. Inc.); Kidder, Peabody & Co.
• Southern Ry. (3/9)
Jan. 14 reported company contemplates the opening of
bids on March 9 for the sale of about $11,850,000 equip¬
ment trust certificates. Probable bidders: Halsey, Stuart
Sc Co. Inc.; Harriman Ripley & Co. and Lehman Brothers
(jointly); The First Boston Corp.; Salomon Bros. &
Hutzler.

• Utah Power & Light Co. - '
Jan. 19 reported company expects to raise new money
through sale, probably in May, of 148,000 additional
shares of common stock.' The stock will first be offered
for subscription by present stockholders.
• Wheeling & Lake Erie Ry. (2/2)
The company will receive bids up to Feb. 2/for the
purchase of $2,120,000 equipment trust certificates, dated
Feb. 15, 1949 and due in 20 equal semi-annual instal¬
ments from Aug. 15, 1949-Feb. 15, 1959. Probable bid-

0 clers: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Harriman Ripley & Co. and Lehman Brothers (jointly);
Harris, Hall & Co.,(Inc.); The First Boston Corp.
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Business and Finance Speaks Alter the Turn of the Year

Frederic E. Worden

(Continued from page 90)

ings the last few weeks of 1948. Industry has been oper¬
ating at practically peak production for a number of
years and the supply of goods seems to be catching up
with demand in many lines. However, the stimulus of
the government's preparedness program and the Mar¬
shall Plan will tend to offset this to some extent.
To carry the load, the railroads have been ordering

new equipment in great quantities in recent years. Rail¬
road costs have been kept down and service has been
improving by the use of this new equipment. It will get
even better in 1949 as additional equipment is received.
Given an opportunity to earn a fair proxit, the railroad
industry can substantially increase its effectiveness as
a vital factor in the nation's industrial economy.

FREDERIC E. WORDEN

President, The National Bank of Auburn /

While changes during the past few months have been
slight in degree they have been so widespread in their
effect on our economy that it is not difficult to see the
general pattern which,is indicated for the year 1949.
Management will feel an increas-

ing pressure to go out and get busi¬
ness. Pipelines are full in a number
of instances and more will develop
during the coming year. A return to
the buyers' market will mean keener
competition. This will be noticeable
in the so-called "soft" lines but even
automobiles may not sell as readily
as they have for the past three years.
Prices for steel and construction may

also be somewhat lower. Competi¬
tion means watching costs closely,'
reducing them whenever and where-
ever possible which in turn will pro¬
vide lower prices to the consumer..
A reduction in this cost of living

is desired by everybody. The de¬
mand for a fourth round of wage

increases will be tempered to some extent by the amount
the cost of living declines.-. While there is no possible
or probable reduction of wage rates in sight, manage¬
ment will strive to maintain production through effi¬
ciency and a better control of operating expenses in¬
cluding labor costs.
Unemployment will not be large but it will be wider

spread than it was in 1948 and it probably will be more
difficult for the unemployed to find satisfactory work.
If the stimulation of inflationary pressures lessens, a

change to more normal business conditions will be
accepted by everyone as providing a more sound basis
for a long period of prosperity. - ,

Nineteen forty-nine should be a good year. It may

not be as good as 1948. In a great number of instances
profits will not be as high as they have been. Proposed
increases in' corporation taxes will further reduce
earnings.
Banks will be able to maintain a fully invested posi¬

tion. The Treasury will continue its support of govern¬
ment bonds. The present pattern of interest rates will
be maintained although it is possible there may be some

slight changes in short-term rates. '
It would seem that prices will tend to lower and

stabilize during 1949 pnd there will not be any drastic
or disrupting changes in our economy. Hard)work and
confidence in ourselves and our ability to meet these
changes will provide a reasonably good year* for
everyone.'-.''.', . - " "■ Y. ■■ • .X'

WILLIAM F. WYMAN

President, Central Maine Power Company
The foresight of Maine manufacturers in preparing to

meet the competition resulting from the transition of a

"seller's market" to a "buyer's market" is expected to
pay off in 1949. The large sums of money which have
been and still are being spent to mod¬
ernize, improve and expand:Maine
industry are estimated to exceed
$50,000,000. The State's largest indus¬
try, pulp and paper manufacturing,
has made good progress with its five-
year $25,000,000 program which in¬
cludes considerable ' scientific re¬

search as well as plant improvement.
Cotton textile manufacturers have

invested an estimated $14,000,000 in
another five-year plant moderniza¬
tion plan, while wool textiles have a
similar $8,000,000 program. Both of
these major industries produce high-
quality products and are well equip¬
ped to meet market competition.
Together with such modernization

and expansion programs by existing
manufacturers is the general interest being shown in in-
dustrial location in Maine. Over a 30-month period 126

new industries have been established, and surveys cur- i duction,, but mass production and mass distribution are
rently are being made for a number of others. Decentral- < not possible.,without mass credits which is a function of
1-"— i-j—our COmpany. Our services have helped to place in the

hands of hundreds of thousands of worthy buyers each
ization of industry, the availability of stable,-skilled
workmen, and the State's abundant natural resources are i
the principal factors influencing this industrial growth.
Recently released figures concerning one of Maine's

natural resources, its sea and shore fishing, show that all-
time highs were established in 1948 when fishermen re- j
ceived an estimated $.15,200,000 for their catches, a $3,- ,

000,000 increase over the previous record. After proces- «■
sing and marketing, the several hundred million pound
catch brought about $60,000,000 of new wealth into the
State.

Among the chief factors influencing the continuing ex¬
pansion of the fishing industry, and Maine's $150,000,000 .
a year agricultural industry as well, are recent improve¬
ments in canning methods and the consumer demands for j
frozen foods. Both processes are employed extensively J
in Maine. • j
The State's 17,000,000 acres of timber and- woodlots, j

producing pulp-wood for the paper mills, long lumber to i
meet the heavy demands for building construction and f
lumber for wood turnings, is another natural resources i
on which an extensive research program 4s constantly {
being conducted. New uses are continually being found f
for what once were waste products, and systematic con- f
servation and replanting now assure future forestry j,
resources. ■ /. ,!
Greater attention in recent years has also been given

to mineral resources with the result that geologists have
located deposits of some minerals in sufficient quantity, |-
and grade quality to attract attention. Among them are I
feldspar, asbestos, manganese, beryl, mica,-limerock, peat

year those desired and useful durable goods which help
make up our standard of living, this standard being and
continuing to be the highest standard of living in the
world. • ' ' v' :... \
; In i September of 1948, the Federal Reserve Boafd
reimposed certain restrictions (Regulation W) in, con¬
nection with the time sale of many consumer credit
goods. The presumed objective of these restrictions on
credit was to make, some contribution to inflation; con¬
trol, but in my judgment the discriminatory features of
such regulations considerably outweigh any modest con¬
trol that might be effected. Some restrictions are quite
severe, an example being those applicable to time pay¬
ment sales in connection with electrical appliances. In
this particular field if these restrictions remain in effect
without some reasonably liberal modification, we feel
they will have a detrimental effect upon the immediate
future "output , of durable appliance goods and could eas¬
ily bring about substantial unemployment if these goods
cannot be passed along to the buying public upon reason¬
able .credit terms',.Appliance manufacturers, distributors
and dealers are fully cognizant of this situation and We
understand they have a program to endeavor to seciire
some relief.,!';' .... . ~ .'/•i • ■
: In the motor field where in the aggregate we supply
large credits for dealers and time buyers, the restrictiohs
imposed by way of Regulation W are less onerous for the
moment, primarily because the supply of cars, particu¬
larly in the'lower prcied bracket, has not yet reached the

and clay. The exploitation of some of these has been j consumer, demand level and may not for another year.
ctar+pH* nrnppccincr nf nthprc cppm in- npnr ~ . . ... . . .«:■ , • _,• < _i.m ' i_started; processing of others seem likely' ih ! the near
future.

, . •. , '=■;/1'."/a ;Y"-/v//- /
One of Maine's most publicized natural resources, its

water power, has always been a valuable asset, and of
extreme importance to industry. Central Maine Power
Company, primarily a hydro-electric system, has 34
dam,s generating electric power from this soiiVce. In T'
December 1948 the first unit of the company's new 16,- -

800-kilowatt Skelton Station on the Saco River was.

placed on line, with the second unit scheduled for com¬
pletion early in 1949. A large storage development which
will increase by approximately one-third the storage
water on the Kennebec River was started in 1948 on the '
Dead River and scheduled for completion in mid-1950. '
An estimated $21,000,000 will be spent on Central Maine's '
1948-49 construction program to meet the increasing*
demands for electricity from farms, homes, businesses
and industries in the area the company serves.

At the year end, some industries within the State had
felt the effect of decreased consumer demand, but the

situation in Maine was no different than that which

existed in other states having similar types of industry.

Regardless of this "slackening off" in some lines, Maine
manufacturers in general face what will doubtless be a

highly competitive market with extreme optimism/
: With new processes giving added impetus to its food
industries, and with scientific research and industrial
investments finding new and extensive uses for its
natural resources, the State of Maine's business picture
for 1949 looks very promising indeed. / *

William F. Wyman

HOWARD L. WYNEGAR

Vice-Chairman, Commercial Credit Company, Baltimore

The year 1948 will be the most prosperous in the
history of our company '.both from the standpoint of
volume of business and net profits from our operatiofts. r

Our various activities fall into three

categories,, namely, Fihance, Insur¬
ance, Manufacturing, and each of

> these departments has contributed
• -well to the results achieved during
the current year.
Our finance operations in the con¬

sumer credit field continue of course
to be our major activity. While year
end figures are not presently avail-

, able, we estimate that the gross re-
ceivables acquired by our finance
subsidiaries for 1948 will be in ex¬

cess of $1% billion—an estimated in-
,/ crease of some 17 or 18% over the
preceding year. The liquidation of
our instalment receivables continues
to be satisfactory indicating that the
American time payment obligor is' v' • ■ ■ 1

: both able and willing to meet his obligations, which is
simply a continuation of his record for many years past.
It is sometimes overlooked or forgotten that companies

*. such as ours play an integral and * important part in
American economy. The successful industrial economy
of the United Staes is baSed primarily unon mass oro-

Howard L. W'ynegar

•A

Halsey, Stuart Otters
Miss. Pwr. & Lt. Bonds
Halsey, Stuart & Co. Inc. and

associates are offering to the pub¬
lic $7,500,000 Mississippi Power
& Light Co. first mortgage bonds,
SV8% series due Jan. 1, 1979, at
102.06% and accrued interest.
Award of the bonds was made at

competitive sale Jan. 18 on a bid
of 101.577.

Net proceeds will be used to
finance in part the company's con¬
struction program and for other
corporate purposes. . The- con¬
struction program for the last two
months of 1948 and the years 1949
and 1950 is expected to cost $28,-
071,000. •

General redemption prices for

the, new bonds range from
105.06% ■To 100% while special
redemption prices are scaled from
102.06% to 100%. "
Mississippi Power & Light Co.*

is one of four 'subsidiaries of
Electric Power & Light Corp.
which make up a. coordinated and
interconnected public utility sys¬

tem in portions of Arkansas, Lou¬
isiana and Mississippi.

Cash and fleet time buying of motor cars is.,still sub¬
stantially present although there has been a steady in¬
crease this past year* in instalment buying. We antici¬
pate that as mass production of motor cars continues,
and cash buyers become less evident, we will continue
to have an increasing demand for our services in that
field with resulting larger volume of business. We an¬

ticipate no difficulty in keeping our resources quite well
employed. Y , ■

; We look forward with reasonable confidence to 1949,
feeling that many factors will contribute to keep busi¬
ness volume at a high level for the major part of that
year. This statement is made with the reservation, that
our present Administration does not "go off" on a pro¬

gram of price control, allocation of materials or other
regimented actions, in which case no one could make any

very sensible or worthwhile prognostication.

; . / HERBERT J. YATES
President and Chairman of the Board, Republic Pictures

; , Corporation

The outlook for the American Motion Picture indus¬
try in 1949 is very difficult to forecast. At present the
industry is endeavoring to solve its problem of increas¬
ing revenue. All companies are endeavoring to convipce
foreign countries to repeal restric- '
tive film quotas and allow them to
convert blocked currencies into dol¬
lars. It is obvious that even partial
success along these lines will depend
on more stable economic and politi¬
cal conditions in former lucrative
world markets. The demand for
American film entertainment ,

throughout the world by the masses ,

is just as great as it ever was. This
demand built up for 35 years won't,
diminish for some time to come. In
the long run the. clamor by the man
in the street for American motion
pictures eventually must be recog¬
nized by their-governments. ■
Both New York offices ' which

handle'sales and finance and Holly- ,, - . /, j r

wood which controls production are making intelligent
and determiped efforts to reduce overhead without im¬
pairing efficiency. (Intense application is also being made
to streamline production cost -without -sacrificing,.qual¬
ity and box office value of future pictures. - /' *
The road ahead is unquestionably rocky and rather

obscure as to really What 1949 has in the offing for the
American Motion Picture industry.' However, on ; the
bright side there is a Wealth of experienced, hardwork¬
ing executives and inspired, energetic creators,that are
resolved not to give up the laurels they have fought ]so
hard to win, The American Motion Picture industry has
no 'intention of relinquishing the great honor bestowed
on'them by the, global public at large,-namely that "The
American Motion Picture is their best bargain in the
entertainment world," ; ; y

; Dempsev-Te^eler Adds
LOS ANGELES, CALIF.—

Dempsey-Tegeler & Co.', 210 West
Seventh Street, .have added
Maurice D. Aldrich to their staff.

"

, ——1—' " " immmm —/—1 / •

B UY ' *

U. S. SAVINGS

BONDS

Herbett J. Yates

Jensen With Cohu & Co.
(Special to The Financial Chronicle)

LOS ANGELES,- CALIF. — E:
Bruce Jensen has become associ¬

ated with Cohu & Co.,' 634 "South

Spring • Street. v Mr. Jensen was

formerly manager of the Mon¬
rovia office of First California

Company.
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a Out Resources
—The Job Ahead

s'ailible; but they are patriotic,
hard -working and sincere.

Utilizing Talents of Business
Executives /

'•f^y'.iJt'.'uVrJr in closing to one
cUsa of businessmen who should
not be overlooked? They are not
too numerous, but they are highly
important, 1 refer to experienced,
competent and able executives of
large corporations who have
reached an automatic retirement
age but wtc are still full of men¬
tal and .physical' vigor. We in
govou-m.'nt should give attention
to t\j possibilities • of utilizing
their talents. Foi/the most part,
they are reasonably well off fi¬
nancially and compensation is not
g n rjOf ' consideration. A sys-
t<mvrV ei-vct should be made to

. vAiW... - 'energies.
V ' Abu.department of Commerce
! opernuy a targe business enter¬
prise knovvrras the Inland Water-
wars Corporation. I recently
have been privileged to employ
as a consultant and chairman of
the executive committee of that
cor.x.talior; a man who has

'

• rehrhed't the',Retirement age of a

lar^e cvuiViration but who will
forhig to us an invaluable expe-
rkn<-f» ni iransportation which
cuuKu not be bought normally for
many times what the government
is r o Co it fed to pay its public
serv r.ci^. : I ,intend to continue the

O' tor men of that group whe
A nvuk* available.

® C-

'C«r

(Continued from page 87) -

Over the years since 1848-a
new concept of the value of re¬
sources has taken form. We have

continually placed higher on the
scale of values the health, safety
and happiness of all of the people.
At the same time I believe we

have developed a philosophy of
teamwork. In the century since
Marx and Engels wrote their
Minifesto the solution of indus¬
trial problems has not come about
through violent revolution,, the
death of business and businessmer,
and the triumph of the so-called
proletariat. It has come abou'
from a realization of the sacred-
ness of the rights of the individual
and an increasing effort to apply
the dicta of our own Declaration
of Independence in its exaltation
of the right to life, liberty and the
pursuit of happiness. Today we
know- that the solution of our

problems does not lie in an effort
of one group to annihilate an¬
other. No one group should be
permitted to benefit at the ex¬

pense of other groups. ; All seg¬
ments of our society—business
labor and agriculture —-"'should
work together with government
to maintain prosperity. This new

awareness of the importance of
cooperation and teamwork, this
full use of our energies and our

talents, accomplished by working
together, is probably the most
valuable of our resources and the
real-* foundation of our future
strength.

Public Service Company of In¬
diana—Anaiysissr-Eastman, Dillon
& -Co.; 15 Broad Street, New
York 5, N. Y.
Also available are analyses of

United States Pipe and Foundry
Co., United. States Plywood Corp.,
and Zenith Radio Corp.

Strawbridge & Clothier—Mem¬
orandum—H. M. Byllesby & Co.,
Stock Exchange Building, Phila¬
delphia 2, Pa. . \
AlStTavailable are memoranda

on John B. Stetson and Warnet
Company.

Utah Power & Light—Write foi
data attention of R. H. Burton-
Edward L. Burton & Co., 160
South Main Street, Salt Lake City
1, Utah.

Yolande Corporation—Analysis
—Orvis Brothers & Co., 14 Wall
Street, New York 5, N. Y.

C

S 'ifWl mm barney jrGo. Group
ftfefetoiSfsfcl Beads-Corn. Shs. Sold
''oeb -A Co. and Smithy Barney & Co. as joint managers
-■it-wkkygV^bbS'.df .underwriters, offered to the public Se¬
mite' Bethlehem ,Steel'-'Corp having a total market, value

'

it;!v'.S7DM^ /•": m ~ r-

CUieucvOd,. - ... ,

bf a:?'-- —

and improvements to its under¬
estimated at $90,000,000. ; In

Bethlehem Steel,, and/its

oftki-rucom- |fsubsidiaries expended .approxf-
$190,000,000 for additional

WhSrtMt'innt>TA:The'l:;Properties and for additions and
*

v'fhmovements thereto, while the
funded debt of the corporation
has not been increased since No¬

vember, 1946. .

Upon completion of this financ¬
ing, outstanding funded debt and
capitalisation of the corporation
will comprise various issues of
consolidated mortgage bonds,
namely, \ $74,900,000 of 2%%
bonds, series I, due July 15, 1970,
$48,000,000 of 2%% bonds, series
J, due Nov/ 15, 1976, and $50-
000,000 of 3% bonds, series K,
due Jan, 1,. 1979; also $914,000
Bethlehem Steel Co.; purchase-
money mortgage. 6% bonds," due
Aug. 1, 1998, 933,887 shares of 7%
cumulative preferred stock, $100
par value, and 9,582,942 shares of
common stock. :

V ■'.t:.<V/liich Was O.t
after the-close oi the market Jan.
R>. pr-ci priced at $32.t>o per shale,

vdclHy oversubscribed,
I The xoii'nfon stork offered con¬
's fItv-!iiii . cj,.ixes./vhich had been
i&rikci ■hi.*? yep* held in the*com-
-pr.qyV Irsc'w-They were issued
by i cm'oration in 1936 and
Wrs/snh vquently acquired by it

•'i»t - .ah/'hierage price of $31.66%
per shri'A )r at a total cost of

: /'/"
(\"t. proceeds from the sale of

. boi.'i ...the bonds and the common

steckv. estimated/at approximately;
i^after all expenses,

will bo used by the corporation

to provide funds for the cost of
completing or making additions

1. Broker Recommendations
(Continued from page 8)

Missouri Pacific Railroad Co.—

Analysis--Wood, Walker & Co.,
:m Wall Street, New York 5, N. Y.

National Aluminate Corp.—Chv
hj.hr—Lee Higginson Corp., 231
Booth La Salle Street, Chicago 4,
illLiolsk.h. v„:V... "/ • I

Ntu York Chicago & St. Louis

Juilnxul Co. "The Nickel Plate"
L-Analysis—Smith, Barney & Co.,
JU Wall Street, New York 5, N. Y.

; Niagara Hudson Power Co.—
An a lysis—Abraham & Co., 120
Broadivay, New York 5, N. Y.

- North American Compajny—
Lle.mojTiid.um—A, M. Kidder &
Co., t Walt Street, New York 5,
k v.

Northern States Power Com¬

pany, Minn.—Special write-up—
A. C. Allyn and Company, Inc.,
100 W. Monroe Street, Chicago 3.
Illinois.

Polaroid Corporation—Circular
—Joseph Mayr & Co., 50 Broad
Street, New York 4, N. Y.

Potash Co. of America—Circular
—Boettcher & Co., 828 Seven¬
teenth Street, Denver 2, Colo.

Public National Bank & Trust

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

Also available is an analysis of
Miles Shoes, Inc., and Winters &

Crampton Corp.

The generous outpouring of
common stock offerings in the last
fortnight has helped to bolster the
new issue total for the current

month, but underwriters do not
find much to cheer about all
things considered.

In fact there is a growing
tendency among investment
banking firms, apparently none-

too-sanguine about the immedi¬
ate prospects, to "trim sail" in
the interest of economy wher-

, ever possible.

Moreover, there is a noticeable
disposition to recognize the
change in the trends of income
with a view to seeking out those
new elements "of more liberal

earnings as potential new outlets
for securities.

On that score, it is worthy of
note that firms which already
have moved in that direction
have been meeting with more

than a little success. In short,
such efforts to develop new-

buyers of securities have been
paying off.

Equities again have proven the
backbone of the new issue market
in the current week, although the
demand may not have been quite
as vigorous as in the case of a few
recent common stock offerings.

But it is worthy of note that
the group which marketed
Commonwealth & Southern's

huge block of Southern Indiana/
Gas & Electric Co., common,

plus a small additional block for
the company itself, was able to
port oversubscription and clos¬
ing of the books within 24 hours.

Beth. Steel Bonds, Stock

Bethlehem Steel's $70,200,000 of
new financing, had all the ear-

marks of a "quickie." Cleared by
the SEC, the 627,960 shares of ad¬
ditional common stock, offered at
$32.50 sa share -or approximately
the current market, was reported
in brisk demand. Dealers had the
added incentive of a $1.10 a share
commission.

Meanwhile the $50,000,000 of
new 3% bonds, brought out yes- ,

terday at 100 L6 to yield about
2.97 % were spoken for from
points all across the country.

Representing the first substan¬
tial industrial bond issues com¬

ing to market in quite a spell, the
loan was sought after by com¬
mercial banks, savings banks and
many of the insurance companies
although one of the "Big-Five"
was reported as "not looking."

Penna. Turnpike Issue

A new big revenue bond issue
loomed into sight to bolster future
prospects with reports that Penn¬

sylvania Turnpike Commission
was giving serious consideration
to an early offering of $50,000,000
of bonds.1

Such an offering would be
projected to finance construc¬
tion of the high-speed road
westward from Pittsburgh to
the vicinity of Youngstown,
Ohio. This undertaking could
be delayed, however, pending
letting of final contract on the
100-mile eastern link already

• under construction.

The Commission, in August,
sold $134,000,000 of revenue bonds
of which $87,000,000 was to fi¬
nance eastern construction and
the balance to refund outstand¬

ing debt. The long 3Vis of that
offering are selling around 106
contrasted with the offering price
of 101 at which they were floated.

Consol. Edisons Ahead

The Consolidated Edison Co.'s
f projected issue of $50,000,000
first and refunding mortgage
bonds, Series E, due 1979, will
be up for bids on Tuesday.
Present indications are that two

large groups will he in the run-

ning. .. v. 1 -

This operation will put the
company in funds to liquidate
$40,000,000 of short-term notes
and reimburse its treasury for
expenditures made in acquisition
of property and for construction.

000,000 issue of 25-year deben¬
tures to be sold in March.

The company, under present
plans contemplates filing the
necessary registration with the
Securities and Exchange Commis¬
sion next month.

COMING

EVENTS
In Investment Field

Looking Ahead

Indications are that Columbia
Gas System, Inc., will receive at
least four bids for the $20,000,000
of new debentures which it has
slated for competitive sale early
in March.

That number of groups is
known to be in process of forma¬
tion at the moment with the pos¬

sibility that at least one other
large aggregation may decide to
•seek the business when the time
approaches.-

Meanwhile New England

Telephone & Telegraph Co., has
r disclosed plans for a new $35,^

DIVIDEND NOTICES

Jan. 20-22, 1949 (Buffalo, N. Y.)
Board of Governors of Associa¬

tion of Stock Exchange Firms An¬
nual Winter Meeting.

Jan. 20, 1949 (Chicago, 111.)
La Salle Street Women Dinner

Meeting at Cordon Club.

Jan. 25, 1949 (Chicago, HI.)
Chicago ' Bond Traders , Club

party* at the Bal Tabarin Inn of
the Hotel Sherman.

Jan. 26,1949 (Minneapolis, Minn.)
Twin City Security Traders

Association Winter Party at the
Radisson Hotel.

Jan. 26, 1949 (Montreal, Canada) ;
Montreal Stock Exchange 75th

Anniversary Dinner at the Hotel
Windsor. ;

Jan. 28, 1949 (St. Louis, Mo.)
Security Traders Club of St.

Louis Winter Party at the Chase
Hotel.

Jan. 3171949 (Pittsburgh, Pa.)
Pittsburgh Securities Traders

Association Annual Dinner and

Meeting at Pittsburgh Athletic
Association.

Feb. 12, 1949 (New York City)
Friday Night Bond Club Annual

Dinner Dance at the Hotel Penn¬

sylvania.

DIVIDEND NOTICES T

j THE COLORADO FUEL & IRON "
; Ji, 'v., - CORPORATION

> Dividend on Preferred Stock '
At a meeting of the Board of Directors of

the Colorado Fuel & Iron Corporation held on
January 17, 1949, the regular dividend in the
amount of 25c per share was declared on its
preferred stock, payable March 1, 1949, to
stockholders of record at close of business on

February 7, 1949.
D. C. McGREW, Secretary.

Rfl YOni€R
PRODUCER

OF HIGHLY

PURIFIED

WOOD

CELLULOSE

The Board of Directors
has declared a regular
quarterly dividend of fifty
cents (50{f) per share on the
Common Stock, payable
February 15,1949, to stock¬
holders of record at the
close of business January
28, 1949.

EDWARD BARTSCH

President

January 12, 1949

ALUMINIUM LIMITED

DIVIDEND

NOTICE

On January 12th, 1949, a quarterly
dividend of Fifty Cents per share
in Canadian currency was declared
on the no par value Shares of this

Company payable March 4th, 1949,
to shareholders of record at the

close of business February 4th, 1949.
' > Montreal J. A. DULLEA,

January 12th, 1949 Secretary

DIVIDEND NO. 37

Hudson Bay Mining
and Smelting Co., Limited
A Dividend of one dollar ($1.00)

(Canadian) per share has been de-
- clared on the Capital Stock of this ,*
Company, payable March 14, 1949/ '
to shareholders of record at the close
of business on February 11, 1949/

H. E. DODGE, Treasurer.

TIDE WATER POWER

COMPANY

Dividend Notice

The Board of Directors has de¬
clared a quarterly dividend of 15c
a share on the Common Stock of

the Company, payable February
15, 1949 to holders of record
January 28, ,1949.
; . , . WARREN W. BELL,
January 17/ 1949 President.

'

, DIVIDEND NOTICES
• DEBENTURE: The regular quarterly
* dividend of $2.00 per share on the De-
"

benture Stock will be paid Feb. 1, 1949,
*„to stockholders of record Jan. 24, 1949.
'

"A" COMMON and VOTING COM¬

MON: A quarterly dividend of 25 cents

per share on the "A" Common and
Voting Common Stocks will be paid
Feb. 15, 1949, to stockholders of record
Jan. 24, 1949.

A. B. Newhall, Treasurer

Framingham, Mass.

J

J

'
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Behind-the-Scene Interpretations
from the Nation's Capital And You

BUSINESS BUZZ

WASHINGTON, D. C—No cat who ever swallowed a canary
could ever feel more smug than does President Truman over the
way this Hoover Commission deal is working out.

Actually a bi-partisan group back in the 79th Congress launched
the idea of this bi-partisan Com-$>
mission of which former President about the government and trying
Hoover is the Chairman, with the
idea in mind that eventually a
serious attack should be made not
only upon government ineffi¬
ciency, but upon controlling the
mushroom growth of this vast
government, the biggest vested in¬
terest in the U. S. today. . /
Yet Mr. Truman could not feel

happier if he, himself, with un¬
usual prescience, had got the
Commission to set up with the very
thought .that in 1949 it would con-
tribute to a three-way solution of
an important problem which he,
himself,- would face/ * , 7,

'

'■ "" - ' ' 1 # »"« .. .. ■" ' ' .

One of the first things which
the Hoover Commission is do¬
ing is to center attention upon
this ordinarily dull subject of
the business management of
government. Its $2,000,000 study
to produce, 2,000,000 words
through two dozen "task
forces" in the past few weeks
land for the next six to eight
weeks, will keep the subject of
government organization and
business management in the
news. No ordinary amount of
government propaganda, ab¬
struse government reports, could
otherwise have done the job. -

The net effect of what the Com¬
mission has said and will say in„
volume for the next several
weeks, will be to get across to
the puhlic the idea that some¬
how something should be done
to reorganize the government so
as to save a little money.

So the first accomplishment of
the Hoover Commission is to pre¬

pare the groundwork with the
public that something should be
done.

* # $ .,

4 Now Mr. Truman isn't particu¬
larly a.Cal Coolidge for economy,
even if he isn't quite a Roosevelt
for spending money just for the
fun of it. But Mr. Truman wants
to get aid to education, subsidized
government housing, health,
wee.lth and welfare and peace on
earth and good will to men (ex¬
cept in the $6,000 and above in¬
come tax brackets) enacted be¬
ginning in 1949. There simply
isn't a way to get all these things
started unless every cent possible
is saved so it can be spent in¬
stead on the things Mr. Truman
wants. Mr. Truman isn't afraid of
more taxes. He does, however,
at least privately, acknowledge the
practical limits of increased taxa¬
tion, it is believed.

So this automatically makes
Mr. Truman a limited and
transitory friend of economy.

Should it work out that Mr.
Hoover is 50% correct in pre¬
dicting that $3,250 millions can
be saved by better business
management and better house-;
keeping, then that is all for Mr.
Truman's benefit. Even if Mr.
Truman doesn't know it, there
are some people who can tell
him that some of the "econo¬
mies" of his last juggled budget
will not stick, so if he can save a

billion to a billion and one-half
by improved business manage¬
ment and organization, then
this will pull Mr. Truman out of
a hole. >

Bureaucrats don't like this
Hoover Commission one little bit.
Privately they are saying the most
unprintable things about "these
half-baked theorists on the Com-
thission who don't know anything reserves by 10 percentage points

to step in and in a few months'
time tell us how to do it." But
the bureaucrats are silent. They
keep such critical views away
from their speech and press hand
out factories, because they don't
know how the criticism will set
with the big boy in the White
House. In fact, they are a little
scared that maybe the Hoover
Commission does go good with the
White House.

':•> This suggests a second ad¬
vantage to the Hoover Commis¬
sion. If Mr. Truman actually
does knock the bureaus down
here and there and pile them up

thus and yon, the guys who will
take the rap for it are the ex¬

perts of the Hoover Commission.,
While Mr. Hoover's boys are

proposing nothing so drastic as
to cut out a free service for any¬
body, they will, if Mr. Truman
concurs, contribute toward
breaking up the somnolent ways
of some bureaus, and make dis-_
similar agencies work together
to curtail some overlapping
business. This will hurt, but it's
the blankety Hoover Commis¬
sion which brought it about.

'

•' k* ' . / • * \ * ■ •••" -v, r •

Finally, the stress which the
Commission will give to this sub¬
ject should, in ordinary political
circumstances, go a long way to¬
ward breaking ground for. Con¬
gressional approval of the power
the President Monday requested
in the special message, to renew
his lapsed power for himself, sub¬
ject to a Congressional veto, to
reorganize the government. Mr.
Roosevelt sought such power with
indifferent success. He got de¬
feated by a strongly Democratic
Congress one year, but got the
power the next year. Ordinarily
even a Congress friendly to the
President hesitates to give the
White House the power to inter¬
fere with favored little bureauc¬
racies. It may be so again, but
at least the Hoover recommenda¬
tion that Mr. Truman be given
this power, will be helpful indeed.

Practically all concerned in the
government were surprised when
Mr. Truman in his Economic Re¬
port message flopped for credit
restriction via higher reserve re¬

quirements. "C •

They were surprised, first,
because it, is believed that al¬
most all the advice given to the
President on this subject was

against monkeying any more
with bank credit restriction.
While the Administration of¬
ficially takes the view that the
outlook for business is still
good and safe, there are a num¬
ber who do not want to tease
the angels by threatening to
clamp down on bank credit.
In particular the Federal Re¬

serve Board, which up until No¬
vember - maintained that bank
credit expansion should be curbed,
suddenly changed its tune when
it became apparent that banks
were holding back on loans, and
that the business outlook was far
from 100% inflationary.

It is believed that the explana¬
tion for this decision lies within
the general framework of the
Truman line. The President > de¬

cided, for the sake of consistency,
to go through with asking 'for
standby powers to curb inflation.
The power to increase required

III\!,«

M

'Nutley overdoes it a bit in trying not to appear anxious to
close a sale!'7

on demand deposits and 4 per¬

centage points< on time deposits,
would be of the same "standby"
character as the proposed power
to control prices uf key commodi
ties and allocate the distribution
of scarce materials. >• ,

Hence it is plain that not even
the President apprehends the
need, under present conditions,
of increasing required reserves.

Unless inflation again resumes a
forward inarch, all that could be
expected would be that the ad¬
ditional reserves ordered last
September (2 points on demand,
and m points on time deposits)
would be continued beyond
June 30, when the 1948 reserve

requirements law otherwise
would expire.

There was a tell-tale indication
that the White House did not con¬
sult the Federal Reserve Board
on this question more than per¬
functorily. The Board since last
year has gotten away from the
10 and 4 percentage point pro¬

gram.. Instead it was leaning to¬
ward, a whole new set-up, under
which geographical requirements
would be abolished and reserves

thereafter would be based upon
the class of deposit, wherever a
bank might be located.

The Federal Reserve Board,
of course, favors long-run power

to raise reserves: It still main¬

tains that it cannot peg bond

prices and do anything to curb
inflation under present reserve

requirements. Hence, from the

long-run viewpoint, the Reserve
Board is happy that the Presi¬
dent backs it, particularly inas¬
much as the White House also
booked the Board in its proposal
to subject state non-member,
banks to member bank reserve s

requirements.

NPC is an advisory group of lead¬
ing .petroleum industry men who
have advised with the govern¬
ment from time to time on many
questions. •' ; • j

Whereas the Department of
the Interior favors "locking up" , k
oil reserves for a future emer- / j*
gency and the greater encour¬

agement of imports, NPC be-
• lievesv the opposite. NPC said • v
that 'locking up" reserves in L )
peacetime would retard devel- ,1
opment of production which > |
would be needed in wartimes ; f
"Too gr«at use of imports \ I
would retard domestic explora¬
tion and development and tech¬
nological progress in all
branches of the industry," the | !
Council advised. , ;;

"As to the tidelands, they can
best be developed under State;
rather than Federal, control and
public land resources can be most
efficiently developed by indivicfk
ual enterprise," tit was recom-/
mended. Thus another Truman

position was opposed. : .aL . I
Finally, the National Petrov^f^

leum Council did not want Mxv; r ;
Krug's proposition for billions of f';4
Federal funds for development of U")
synthetic fuels. Leave the devel- j"'
opment to industry; with the gov- i
ernment confined to fundamental I''
research on this topic), the Council
suggested. . •; / '•: • ' , ,;vk

Word has gone put, inciden- ,

tally, to keep mum on what has
i happened to the steel allocation
, for the Saudi Arabian pipeline. *
Virtually all officials decline to

\ comment. Commerce Secretary
j Sawyer, however, said, that the
; project "is neither dead nor for¬
gotten" even though he wouldn't ».j
say what has happened to thfc/
request for steel.

(This colunin is intended
fleet the "behind the scene%
pretation from the nation%
and may or may not cow
the "Chronicledwon ^

I

Albert.
'Clevi

!

quirements. gJjEOwMj- ' Chronica)
Incidentally, the President's %|P^^yEBAND. JHIO—Albert ' ;

language, backed by the Hatty
guage of the Council of Ecu- ^
nomic Advisers, indicates j that'
the Administration has no > 1b-(j
tention whatever of ever tjUrop
ping or altering the bond

How Congress will react to '
scheme of increasing required re¬
serves permanently, remains to be
seen. In the main the new Con¬
gress may be expected to savvy
little of what it is all about, and
hence be inclined to go along. On
the other hand, to the extent that
Congress gives any attention to the
implications of higher reserve re¬
quirements, it is more likely to
consider the short-run rather
than the long-run effects. The
President's backing of the scheme
to envelop * state non-members
into the Federal Reserve system
"without benefit of clergy" is cer¬
tain to arouse controversy, even
in the new left-wing Congress.

Last July Interior Secretary
Krug called upon the National
Petroleum Council to frame a "na¬
tional oil policy." Last week the
Council came through, and in the
process, opposed practically the
entire Administration oil policy.

HAnover 2-0050 Teletype—NY 1-971

Firm Trading Markets

FOREIGN SECURITIES
All Issues ,

r.AHL MARKS i r.O- INC.
FOREIGN SECURITIES

SPECIALISTS

50 Broad Street NewYork 4, N. Y.
AFFILIATE: CARLMARKS & CO. Inc. CHICAGO

Ip^Rody has -betpme associated
with the First Cleveland' Corp.**
National City B*nk 'Building,
members d the Cleveland Stock
Exchange, Mr. R(Wy has recently
been in goye^ment service. To
the past he was with Hornblow r.

Ik Weeks. ,t

Joins H. L. Rdbbins* & Co,
(Special to The FinaNxai, chronicle)

WORCESTER, MASS.— Lewis
A. Smith has become affiliated
with H. L. Robbins & "Co., Inc.,
390 Main Street. .\

*

HL'

Trading Markets:

Rajsten Steel Car
Oregon Portland Cement
Riverside Cement A & B

Spokane Portland Cementj

LERNER & CO.
Investment Securities

10 Post Office Square, Boston 9, Mass.
Telephone Hnbbard 1990 Teletype BS 69

\

Hill, Thompson & Co., Inc.
t*

Markets and Situations for Dealers

120 Broadway, New York 5
j v 1 1 ,
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