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Market Ontlook
By EDMUND W. TABELL*

Partner, Walston, Hoffman &
Goodwin

Members, N. Y. Stock Exchange

Mr. Tabell, in analyzing stock
! market, sees upward movement
of last few weeks as minor trend
in major movements of last two

; years. Holds market is approach¬
ing low point and favors selected
oil stocks as outstanding pur¬

chases at present levels^ Says
i; long-term outlook is bullish.
What is the outlook for the

stock market? - Before attempting
to answer that

question it
might be ad¬
visable, to ex¬

amine: iKe
.three ' trends
(always •• pres¬
ent in an y

market,name-
-v^ly^the

i trend
minor
of the

last f ew

weeks, the in¬
termediate
trend of the
last f ew
months and
the major
trend of the

past two years.

Edmund W. Tabell

As of the close on

Tuesday, April 5, the present di¬
rection of these three trends,
without attempting to forecast a

(Continued on page 16)

*A talk by Mr. Tabell before the
New York Society of Security An¬
alysts, New York City, April 6,
1949.
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the Havana ITO Charier
Sheald Be Rejected

By PHILIP CORTNEY, President, Coty, Inc.
Author "The Economic Munich"

Industrial-economist bases fundamental objection to Charter on

idealistic rather than materialistic grounds ,* terming it threat to free
enterprise and peace. Maintains full employment aims, preventing
restoration of multilateral trade, do not properly belong in Pact;
national economic planning and socialization are made to supplant
free trade; and escape clauses afford Britain right to impose quotas
in case of U. S. depression. Charges State Department obscures

most dangerous provisions | from public cognizance.
PARIS, FRANCE, April 6—This study of the Havana ITO Charter

will not deal with the provisions of the Charter which are damaging
American interests in dollars and cents. My study is concerned

mainly with those provisions of the Charter which endanger the
maintenance of free enterprise in<§ -—

the United States, freedom and
peace. I am also directing atten¬
tion to the incredible fact that the
Guide to the Study of the Charter
published by the State Department
fails to draw the attention of the
American public to the most dan¬
gerous provisions ift the Charter;
My study deals mainly with

Article 3,1 regarding the obliga-r
tion to -maintain and attain full

employment; with Article 21,4(b)
which gives precedence to na¬
tional planning to the detriment
of international trade and of na¬

tions which do not have a plan¬
ned economy; and with Article 6,
which deals with "safeguards for
members subject to external in¬

flationary or deflationary pres¬

sure."

These are the provisions which
are the most dangerous ones for
our country from the point of
view of maintenance of a free

economy and from the point of
view of the maintenance of peace

to the extent that it is true, and
in my opinion it is true, that free

(Continued on page 49)

Simple Facts ol Sound Mosey
and Worid Recovery

By JAMES D. MOONEY

President and Chairman of the Board, Willys-Overland Motors, Inc.

Prominent industrialist recounts causes and effects of depreciated
currencies, and contends temporary decline in prices is not necessar¬
ily a correction of inflation. Says post Civil War experience in
restoring value of paper currency is not applicable to present cir- {■
cumstances, and only balanced budgets, unrestricted exchange rates
and prices, and multilateral exchange settlements, together with
restoration of convertible currencies, can expand international trade
and enable each country to buy what it wants at lowest price and

sell where it gets highest price.
x Every one uses money. To most people the currency used in their

daily business and personal transactions is money. The use of money
is so common that its services are little understood by most people;
In spite of the consequences of an interruption in the ordinary work
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Some Things Which Evidently Ar^ Not So
Whether this is a "depression," a "recession," ■ or some¬

thing",which is to be called by another name,) iti should by
now have raised some doubts in the?blinds of those guileless
sbiils who have supposed that the'Washington "leaders"
know what makes the wheels of business go around. Ap¬
parently the "doctors" can not agree altogether about the
nature of the ailment from which the patient suffers or even
about the gravity of his present condition, but, of course,
it can not be denied that a good deal of the steam has gone
out of the situation. Had some of the doctrines heretofore

preached by the Washington authorities been true the cur¬
rent state of affairs could hardly have arisen.

Take a look at the record. Since last summer when

the President was making the welkin ring with warn¬

ings about "inflation," and when many underlings were

reinforcing the echoes,^industrial production has de¬
clined more than 3.5%, unemployment (though still

(Continued on page 40)

money, no
matter how ,

great " these
disturbing ef|>.;
fects may be, 1
money still re? .

mains money *
to most peo-

pie, and the
blame for in-,',
terruptioniT •;
and disturb¬
ances is sel¬
dom correctly
placed. As a
matter of fact,
the currency
we carry in ;
our pockets is not money. Money
as established by law is gold. Cur¬

rency is as good as money and as

good as goid only when it is freely
exchangeable for gold. But when
the people are not allowed to have

(Continued on page 38)

James D. Moeney
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High-Grade Bonds—A New Bull Market
v " By JAMES J. QUINN and GILBERT M. HAAS

" "

Investment Counsel, Mol & Co.

Economists maintain fiscal and business elements are laying groundwork for major rise comparable to
1937-46, consistent with which are Current deflationary prospects.' Cites as precedent historical record
of British Consols. Predict that in van of long-term rise will be municipals because of tax-sheltering

.i'' , . -'•••. . advantage. . - - •, . ■>' ^ . '■'

To the many investors who now recognize that the economy is in the early stages of a
deflation which potentially could develop into a depression of major proportions, the prob¬
lem of safeguarding principal has become acute^ Traditionally the medium best suited to
this purpose has been that of<S>-purpose

high-grade bonds. Fortunately,
circumstances presently surround¬
ing- the market for such securities

James J. Quinn Gilbert M. Haas

are so1 aligned as to indicate that
a bull market comparable to 1937-
46 is in the making. To under¬
stand the background of these
circumstances, it is necessary that
the nature and long-term trend of
interest rates (the determinant of
high-grade bond prices) be ex¬
amined.

The Anatomy of Interest
The French in their logical way

long ago'; clarified the nature of
interest by assigning the term
"Rents" to bonds. To them, bonds
are evidence of "renting"j some¬
one else's, savings. Since Savings
represent the right to command,
among other things, the output of
factories already in existence; if
not the plants themselves, they
are in essence the equivalent of
those very factories and therefore
are capital.

Capital, i.e., savings, has a price
for its use in the same way as a

commodity, except that it is called
"interest." That price is deter¬
mined by the usual forces of sup¬
ply and demand and varies' with
the quality of the risk. Most sav¬
ings are not invested directly by
the owner but indirectly through
institutions. The commercial
banks may put a small part of
such savings to work through
short-term - loans to businesses
mostly for inventory financing.
Insurance companies and savings
banks generally employ most peo¬
ple's savings and do so by lending
them to long-term borrowers for
building houses, factories, utility
plants, etc. These two types of
borrowing differ fundamentally.
Inventory financing through

bank loans is done by anticipating
the creation of goods through ex¬

tending bank credit, and is com¬
pleted when the loan is extin¬
guished through repayment. Cap¬
ital goods financing is: done by
"renting" the right to use actually
accumulated savings (i.e., claims
on existing facilities), and is not
extinguished for an extended pe¬

riod, usually as long, if not longer,

than the life of the capital goods
built with the savings. In this
survey, we are mainly concerned
with long-term employment of
capital (i.e., savings) by high
credit risk borrowers. The supply
and demand for these funds gov¬
ern the price trend of high-grade
bonds (U. S. Government, munici¬
pal, and corporate).

Interest Rates—Historical
Perspective "

While interest rates have fol¬
lowed somewhat different courses
over the years in various coun¬

tries, by and large the experience
has been similar when the sur¬

rounding conditions were compar¬
able. The longest continuous rec¬
ord of such an experience now

available, that of the British, am¬
ply bears this out. A price chart
of that country's British Consols
(British Government bonds with
no maturity, now outstanding with
a 21/2% coupon) is especially in¬
formative. v

"From 1731 to 1949, a period of
218 years, the rental cost (interest
rates) -of capital ranged widely;
as might be expected. Still, at
three different times—1736, 1893-j
1904, and 1946—that price attained'
approximately the same record!
low level. It was/only during and
immediately after those periods of
greatest destruction and/or con¬
sumption of capital (i.e., savings),
the war years (American Revolu¬
tion, French Revolution, Napo¬
leonic Wars, World War I but not
World War II), that the price of
capital rose excessively. Interest
rates hit an all-time high in Great
Britain in 1797 as a result of the
French Revolution and its concur-!
rent drain on British resources.

The failure of interest rates to
rise during World War II suggests
that despite the bombing damage
and other capital drains, there was
a net accretion to British capital
goods, probably as an indirect re¬
sult of meeting the prodigious
production requirements of the
armed forces, and the enormous
amount of capital and consump¬
tion goods granted by the United
States under Lend-Lease.

The paucity of continuous in¬
terest rate records in the United
States precludes obtaining the
type of perspective made possible
by Great Britain's experience.
However, available figures show
that the American interest rate
trend from the 1880s to date fol¬
lows broadly the world-wide ex¬
perience despite the fact that the
nation did not attain its present
creditor status until 1915-20. From
1920 to 1946, a long-term decline
in interest rates was experienced;
The credit crisis of 1931-33 temr
porarily interrupted that trend
although it was quickly resumed
-in 1934 and continued with a few
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hesitations on to all-time lows in
early 1946.
There is a large if not majority

school of economic thought that
subscribes to the theory that the
United States Government's fiscal
policy determines the trend of
American interest rates. In sup¬

port of this view is cited the in¬
numerable powers of the Treasury
and the Federal Reserve System
to manipulate the price move¬
ments of Government bonds by
various regulative procedures.
Without going into the abundant
available historical evidence which
casts considerable doubt on this
view, it is pertinent to note that
thus far in the postwar period,
the; stated policy arid actual steps
taken by the Federal Government
"money managers" have been
shown to be singularly lacking in
both the understanding of and
ability to cope with the economic
consequences of a great war.

Money—Supply and Demand
. The 1946-48 decline in high-
grade bonds was due to a normal
postwar shift in money market
pressures that temporarily inter¬
rupted a long-term downtrend
begun in 1920. On the demand
side, the following factors were
operative. Both replacement and
new plant expansion by private
industry, deferred during the war,
resulted in an enormous increase
in the demand for long-term capi¬
tal goods money. This demand, in
addition to being abnormally
large in its physical proportions;
was magnified by the record rise
in construction costs which in the
last two years alone have nearly
doubled. To the severe pressure

upon the money market exerted
by plant expansion needs was
added the concurrent demand for
short-term funds to finance the
greatest rise of inventory values
in history.
On the money supply side,

however, during the same period^
a substantial contraction of the
money base occurred. In 1946-47,
the Federal Government substan¬
tially reduced the national debt
by using funds deposited with
commercial banks in its so-called
"war loan account." These funds
chiefly represented the; proceeds
from the last Victory Loan which
had proved superfluous. The rate of
expansion in liquid savings of in¬
dividuals as well as corporation
declined rapidly as these were ex¬
changed for wartime-deferred
goods and services. Most impor¬
tantly, the meteoric rise in the
general price level caused the
majority of individuals; of neces¬
sity,1 to revert to the habitual
practice of mass dissaving as the
cost of living mounted. Together,
these developments resulted in a
greatly decelerated rate of growth

(Continued on page 45)
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American Industry Worth
More Dead Than Alive
By HOWARD F. VULTEE

Vice-President, The Marine Midland Trust Co. of New York

Prominent investment analyst cites wide variety of first-rate com¬

panies whose shares are selling at less than their recently-remaned
earnings; for less than their net quick liquidating value; and for
mere fraction of normal property-replacement costs. Concludes
continuation of such undervaluations would undermine corporate

management, the investor, and the entire capitalistic system.

At a recent economic conference, I observed, "Are we witnessing
a great American tragedy?—based on current depressed prices for
common stocks, American industry is worth more dead than alive."

First, let me explain what I mean by this expression. As you
jtL ii o w, the^i :

common stocks
of a great host
of companies
are selling for
less than their
book values

and these
b o o k values

costs. Unless these relationships
are brought into better balance
the long-term social, economic and
financial implications must be a
source of deep concern to all of us.

servati v el y
stated. Many
com panies,
through re¬
tained eam-

ihrs and de-

i p r e ci a t i on.
Howard F. Vultee ]*aVG "plowed"

ba~k into the
.business and have increased work¬

ing capital more in the last few
'ears than their common stocks

are selling for; the stocks of many
other companies are- selling for
ess than the net working capital
after deducting senior capital; and
;he common stocks of an even

greater number of companies are

celling tor but a fraction of what
jit would cost to replace the prop¬
erties even allowing for a con¬
siderable decline in the general
price level. ,

Companies operating in a wide
variety of industries and business¬
es, companies with a long record
of earning power and dividend-
oaying ability and companies with
sound prospects fall into 'these
categories. A cross section of
American industry is represented
which, in itself, is very significant
por formerly there were only a
few sickly industries such as the
railroads and trolleys that sold at
fhese relationships. Apparently,
from the investor's point of view,
American industry as a whole
must be classified as sickly or

potentially so, or the real value
and the future level of earning
power is subject to serious ques¬
tion.
The Industrial Conference Board

gives the net book value of manu¬
facturing facilities as $37 billion,
"n a recent sir vey conducted by
McGraw-Hill, the cost of repro¬
ducing existing manufacturing fa¬
cilities was estimated at $96 bil¬
lion and the cost of replacing ex¬

isting facilities with modern plant
and equipment at over $136 bil¬
lion. Even allowing for a sizable

degree of error between these

figures and a decline in building
Sand equipment costs, the magni¬
tude of the difference between

book values and replacement costs
is staggering. But more startling is
the relationship of the market

value of common stocks to book
values and to thess replacement

Examples...yd-;,;
It will be interesting to take a

are very con- few examples more or less at ran¬
dom and from a variety of indus¬
tries to bring into better focus,
these relationships and to illus¬
trate the truth of my observation
that "American industry is worth
more dead than alive"; that is,
many individual businesses would
be worth more to their owners ii

they were liquidated or broken up
and sold than they are as going
concerns. Obviously, the welfare
of the country eliminates this as
a possibility, but the long-term
significance of such a condition
cannot escape us.

Oil Companies
rSince we all use oil and gaso¬

line, let us take a few examples
from this industry with its strange
contradictions. Last year it prob¬
ably cost the oil indushy aiound
$1.50 for each barrel of new do¬
mestic oil reserves discovered with
some partly proven fields costing
much more per barrel. The ship¬
ping cost alone of oil bought from
the Persian Gulf to the U. S. is

$1.40 per barrel. Yet many line
oil producing companies (then
common stocks) such as Amerada
and Superior, at current market
price, sell' lor only 30£ to 350 a
barrel (of proven oil reserves

This is after deducting any senior
charges and gives no value to net
working capital, to unproven

acreage, to enormous natural gas
reserves, to pipe lines, refineries
or what have you. In other words,
such a company is worth several
times more liquidated than it is
when alive and a going business.
Now let us take strong, inte¬

grated companies life Gulf and
Texas and value their proven oil
reserves at the conservative rates

of $0.50-per barrel for domestic
reserves; $0.25 for South Amer¬
ican reserves and $0.10 for Asiatic
reserves. Adding their net work¬
ing capital and the market value
of any investments and deducting
senior capital, we find that the
total market value of Gulf com¬

mon stock is only about 54% of
this estimated value of proven re¬

serves and Texas only 65%. This
gives no value to natural gas
reserves or great unproven acre¬

age. The other assets, such as

ships, refineries, pipe lines, build¬
ings, etc., are apparently of little

(Continued on page 50)

We are interested in offerings of

PREFERRED STOCKS

Spencer Trask & Co.
Members Nero York Stock Exchange

25 Broad Street, New York 4
HAnover 2-4300

Teletype-

Members New York Curb Exchange

50 Congress Street, Boston 8
Hubbard 2-8200

-NY 1-5

Albany Chicago Glens Falls Schenectady WorcstT

B. S. llCHTflMIl
AND COMPANY

HURRY, HURRY, HURRY!
Don't Miss The

BIG TOP
— in prices for obsolete se¬

curities, paid only at 99
Wall Street!

99 WALL STREET, NEW YORK

Telephone: WHitehall 4-6551

*)

ACTIVE MARKETS;

Puget Sound Pr. & Lt.
Kentucky Utilities
Petroleum Ht. & Pr.
Southern Production

SIEGEL & CO.
39 Broadway, N. Y. 6 DIgby 4-2370

Teletype NY 1-1942

INTER-STATE POWER, Com.

SOUTHERN PRODUCTION

CEN. PUB. UTIL. 5V2S

Bought—Sold—Quoted

Young & Gersten
40 Exchange Place, New York 5

TelephoneWhitehall 4-2250

BUY
*

U. S. SAVINGS

BONDS

Carlisle Corp.
Mississippi River Fuel
Haloid Company
Standard Stoker

Western Ltg. & Tel.

G MBERNAT & SELLWOOD
Members New York Stock Exchange

111 Broadway New York 6, N. Y.
Tel. REctor 2-0678 Tele. NY 1 -2805

Royal Bank of Scotland
Incorporated by Royal Charter 1727

HEAD OFFICE—Edinburgh

Cranches throughout Scotland

LONDON OFFICES;

J3 Bishopsgate, E. C. 28 West Smilhfield, E. C. 1
49 Charing Cross, S. W. 1

Burlington Gardens, W. 1
64 New Bond Street, W. 1

TOTAL ASSETS

£155,175,898

Associated Banks:

Glyn Mills & Co.
Williams Deacon's Bank, Ltd.
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Sales Technique in Life Insurance and Investments "Watchman,What of the Night?'!
By E. BENJAMIN REDFIELD, JR.*

'vi'rii''?. Northwestern Mutual Life Insurance Company

;; j Decrying high pressure salesmanship, Mr. Redfield stresses knowledge and confidence in his business
as chief asset of security salesman. Says there is no quick and easy way to successful salesmanship,

■^ and urges continuous effort, study and hard work. Warns against too much specialization or "sticking
your neck out" in giving advice. Describes methods of making prospects and ad/ises against "trick"

*
' approaches. Gives rules for keeping in touch with clients and evaluating situations. Contrasts selling

points in life insurance and investments. . ,

When I was first asked to address you, I inquired a little bit as to the purpose of this
group, and what you were trying to do. I had two thoughts in mind; one was that I might
be able to give that sort of talk that I have triad to do before life insurance underwriters,

people of myj>—
rwn ilk and companies? Because quite often I . pounds the desk and drones on

E. Benj. Redfield, Jr.

who know and
understandmy

language, and,
as such, try to
impress you
what a guy I
am; but actu¬
ally am not.
The other al¬

ternative is to

take my hair
down, so to
speak, in my
discussion
with you and
to give you

v ;V 'Whatever
srhall benefit there may be in my
ten years in the life insurance
business as an agent.
I chose the latter course because

I want you to know that I am

taking my hair down; and if you
will excuse me for referring to
my own experience, please re¬
member that it is the one expe¬
rience I know best. I do this sin¬

cerely with the thought that this
might be of some benefit to you.

In the first place, since there
is always some confusion on the
part of people generally as to how
we people operate, let me clarify.
I am known as a special agent,
and I am identified primarily with
the Northwestern Mutual Life In¬
surance Company. -This is a little
bit contrary and different from
your business. You people are
identified wjth pretty much one
house, and you are known that
way until changes are made. Pri¬
marily, I am identified and known
as a Northwestern Mutual Life In¬
surance agent. Actually, I have
life insurance contracts with a

great many companies; and there
are some 400-odd companies doing
business in the United States and
Canada. Quite obviously, I do not
have contracts with all 400, be¬
cause a great many of them I do-
not know, and probably will never
do any business with.

Why do I have to'have other

*A lecture by, Mr. Redfield,
eighth of a series in a course on

Investment Salesmanship, spon¬
sored by Boston University and j businesses. To me, a high-pressure
the Boston Investment Club, Bos- j salesman, so-called, is a very poor
ton, Mass., March 22, 1949. | salesman. The fellow that goes in,

might be dealing with some indi¬
vidual who cannot pass North-
western's high standards—so I
take the business to other com¬

panies. , i
I am supposed to know some¬

thing about our underwriting
standards and that of other com¬

panies. Also I am supposed to
know something about life insur¬
ance; The biggest thing I have to
sell, however, is myself and my
time.

Now, I represent a fine com¬

pany, and all of you collectively
represent fine companies—and I
know a good many of them. Pri¬
marily, people do business with
people they like. If I am doing
my investment business with you,
first, I like you as an individual;
second, I want to make sure your

company is reliable and sound.
Another thing I should say from

the standpoint of background, I
am not under any salary with any
insurance company in any way or

degree. Perhaps that, too, may
vary with some of you. My in¬
come is wholly from commission
on the sale of life insurance. There
are those that say that is some¬
times a fault in our business, be¬
cause you will find—not too many,
fortunately—but here and there
will be some cases where the de¬
sire on the part of the individual
agent is to promote not the sound¬
est piece of insurance, but to make
a higher commission. Such cases
or instances are fortunately re¬
mote.

Making a Start

Now quite often the one ques¬
tion new agents always ask is:
"Well, that's all right for you,

operating as you do today, but
how did you start? I don't know
anyone; I am a stranger; I am new
in the city. How did you start?"
Let's start with that. That is a

good way to begin. In the first
place, I would like to kill one of
the bromides that we hear about
salesmanship. You hear a lot of
talk about high-pressure sales¬
manship in my business and
yours, and I think there is an
awful lot comparable in our two

EKCO PRODUCTS

COMPANY
Common Stock

We have prepared a report on this common

stock, copies of which are available upon re¬

quest without obligation.

♦ ;--H

Paal RDavis & 6o.
Established 1916

Members Principal Stock Exchanges
Chicago Board of Trade

. ft i>-£

S jf-v «•.

10 South La Salle St.
CHICAGO
FI 6-0300

Rockford Trust BIdg,
ROCKFORD
Tel. 2-6631 •

and on, I don't think gets over his
point at all, gentlemen. They
don't like it—it's not good selling.
One thing that has come to me

over the ten years of my expe¬
rience is a complete and solid
faith in this business, and there
isn't a man in this room that is
worth his salt unless he thinks

honestly and truthfully that what
he is doing is the best, soundest
thing that he could be doing for
the good of himself and, more
important, to the people he is
doing business with. I .have a

sublime and complete faith in the
life insurance business to that
end.
I have never completed a sale

of life, insurance that I know of
but that there is somewhere an

emotional feeling; and that has to
be in there. You don't wear it on

your sleeve. I try to take the

Do YouWant Articles

Under One Cover?
On this page we give an

additional lecture in the se¬

ries on Investment Salesman¬

ship, sponsored by the Boston
Investment Club and Boston

University, transcripts of
which are being published in
the CHRONICLE. (The pre¬
vious lectures appeared on

page 4, in our issues of March
3,10,.24 and 31, respectively.)
The Boston Investment Club
advises that preliminary in¬
quiries indicate that many
firms, individuals and Asso¬
ciations in the investment in¬

dustry are interested in ob¬
taining qll of the lectures un¬
der one cover. The Club is
anxious to determine the max¬
imum potential interest in
such a brochure and, accord¬
ingly, requests that inquiries
in that regard be sent to Dr.
Douglas H. Bellemore, Chair¬
man, Economics and Finance

Department, Boston Univers¬
ity, Boston, Massachusetts.—
Editor. v

attitude that with what knowl¬
edge I have of my business, if I
am given the privilege of know¬
ing your facts and your informa¬
tion, that this is what I would do.

"Work Not Through Words,
But Through Mind"

But first, and foremost, and
keep this in mind, that in selling,
it isn't so much through your
mouth that you give an idea, but
more through your mind. We do
it through a series of words and
thoughts. On top of that is the
importance, as I see it, of the
genuine sincerity you show; and
unless you truthfully and honestly
feel that the business you are in
and the business you are doing
and the sale you are trying to
consummate is the very best
thing—the thing that you, your-

(Continued on page 36)

By THEODORE PRINCE, L.^.M.*
Investment Counsellor

Pointing out public is investing more and speculating less, Mr.
Prince ascribes to this current stock market "thinness." Reviews
record of industrial production and its effects on break-even points
and costs, and concludes, after weighing various factors, that stock
market has discounted adverse factors and present stagnation is in¬
duced by fears of deflation. Foresees no immediate depression.
The unexpected election of President Truman was a shock to our

financial, industrial and economic world, generally speaking. Its
effect could not be gauged until the response of Congress to the
measures of the President could be appraised. Then, and not until

then, could we^

Theodore Prince

get a fair pic¬
ture of what
we might ex¬

pect until the
election of
1950. Since all
these conse¬

quences are

measured ulti¬

mately by the
course of stock

prices, that
presumed to
gain or lose

therefrom, all
the elements

effecting such
action must be

included in the forthcoming at¬
tempt to effect an appraisal. One
of the elements that appear to
give a sombre view is the un¬

usual depreciation that has taken
place in the low-price stocks.

Amount of Holdings of Investment
Stocks vs. Speculative Holdings

Standard & Poor's weekly in¬
dex of high-grade stocks (indus¬
trials except one) which stood at
117.7 prior to the election and
subsequently dropped to 109.8,
now stands at 115. In contrast,
the low-priced stock index (in¬
dustrials except one) at 142.8 be¬
fore election day dropped to 114.3,
the lowest level reached since
1944.

Back in 1928 the annual "change
of ownership" on the New York
Stock Exchange was approximate¬
ly 123% and in 1929 about 100%.
By 1932 it was down to 32%; in
1934 to 24%; in 1939 to 18%; in
1941 to 11%%, and in 1942 to the
abnormally low figure of 81/2%.
Turnover rose to 23.7% in 1945,
but dropped back to 20.5% in 1946
and declined further to 13.3% in
1947. Last year's turnover was

approximately 15%. In other
words, in 1948 approximately 85%
of all listed stocks did not change
hands, and that figure is an un¬

derstatement since many certifi¬
cates traded changed hands more
than once.2

This may be regarded as a com¬

mentary on the thinness of the
stock market or as an indication
of the stability of ownership of
American corporations. People are
holding stocks longer—the fore¬
going data demonstrate that they
seem to be investing more and
speculating less. The increase of
margins from 50% to 75% on July
5, 1945, and then to 100% on Jan.
21, 1946, then reduced to 75% on
Feb. 1, 1947, had much to do with
the thinning out of speculative
activities in equities. Applicable
hereto, we may quote: 1

"Certainly, the imposition of a
100% cash requirement must have
had a large share in the 'bust' of
1946, during which period this
veritable 'prohibition' prevailed."
Again: "Further it must be re¬

membered that the present out¬
standing issues of some $66 billion
market value of stocks on the New

1 Former article "Who Killed Cock
Robin?" in "The Commercial and Fi¬
nancial Chronicle" of April 1, 1948.

2 L. O. Hooper in "The Exchange."

^Theodore Prince is an econ¬

omist, investment counsellor and
lawyer specializing in corporate
practices and taxes and a finan¬
cial circle figure for 30 years, and
was for 20 years head of the Stock
Exchange firm which bore his
name.—Editor.

York Stock Exchange developed
on a 'margin' of less than 50%."
In the same article,1 the claim

is made that raising a margin
from 50% to 75% is not a 50%
raise, it is a 300% raise because
in the former instance the equity
and the margin bear 100% to each
other or 1 to 1, in the latter case
the equity bears 300% to the cash
margin or 3 to 1. These same eco¬

nomic prophets who imposed the
iniquitous and arbitrary provisions
before set forth have now reduced
the margin to 50%. This step was
taken on a declared decision that
we are in a deflationary trend.
Should they decide again that we
are in an inflationary trend "the
day after tomorrow," which one
of these punitive restrictions shall
they impose—75% or 100% cash
margins?

Industrial Production

Over a period of years since
May, 1946, corporations of various
industries have made deflationary
adjustments evidenced by depre¬
ciation in their respective common

stocks.. This process is consistent
with a moderate adjustment which
will continue and ultimately
should effect us favorably without
disturbing the whole business set¬
up. This is evidenced further by
the change in production of vari¬
ous industries. Nondurable goods
have suffered most.

So far as we are able to see, the
heavy goods industries that are
founded on the production of capi¬
tal goods are still not in the de¬
clining state of prosperity. This
includes the automobiles and steel

industries which can go far to
maintain prosperity; while critical
shortages still exist, although in
v a r i o u s stages of subsidence,
namely, for rail equipment,electric
power, heavy machinery, farm im¬
plements and in a lesser degree
for building and chemicals, never¬
theless all these companies still
maintain demand on producers
over a wide range of raw mate¬
rials. These influences assure an

overall level of production and
employment which, while it may
not remain at the record peace¬
time level witnessed last year, will
help sustain purchasing power

and, therefore, the demand for
consumers' goods items.

Break Even Point and Costs

The serious portent is a break
even point that must vary with
every industry and has necessarily
risen with high costs and infla¬
tionary processes.

Judging by the report of the
U. S. Steel Corporation for 1948,
its break even, or pay point, which
rose from between 40% and 45%
before the war to around 80% not
long after, was back to less than
50% last year. This level is only
roughly representative of the steel
industry as a whole; it will vary
considerably between different
producers of various industries.
However, any letdown of business
and resulting unemployment even
in a minor degree could be a

prompt reducer of costs. This
would entail a complicated and
extended study. A few comments,
however, might be in order.
Ford Motor Co. has already

adapted at least 40 production
lines to "automation," a ' scheme
for devising "iron hands" and con¬

veyors to move heavy, unwieldy
(Continued on page 38)
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By A. WILFRED MAY

Realism Hits the United Nations
; UNITED NATIONS, FLUSHING MEADOW, N. Y., April 5—Per¬
vading all the thinking here at the convocation of the General
Assembly's Spring sessiojn is the freshly-signed North Atlantic Pact.
This is evidenced as strikingly by President Evatt in the defensive
attitude ex- - <S> —

hibrted in his

opening ] ad¬
dress, as by
the mass of
words which
a re being
spoken a n d
written in

worry and ex¬
planation over
the signif¬
icance of the
ex-c lusiv e

treaty in re¬

lation to in¬

clusive world
union. a. Wilfred May

Actually,
the definitive consummation of a

sectional treaty does not consti¬
tute any change whatever in in¬
ternational relations or the per¬
manent potentialities of interna¬
tional idealism, but merely has
served to awaken the public to the
international facts of life. In the
same vein it has at long last
jarred the wishful thinking of
many signatories of the San Fran¬
cisco Charter and some—but not
all—of their followers (including
the proselyting organizations).

Attitude of the Charter-Framers

From the very beginning of the
San Francisco negotiations it was,
or should have been, evident that
the big nations' unwillingness to
forego the right to sovereign indi¬
vidual or collective freedom of
action for "security," constituted a

permanent insuperable barrier to
an In tern ational Organization
which would be effective in more

than name.

This fundamental difficulty as
it existed, and was there authori¬
tatively and successfully played
down, is illustrated by the follow¬
ing transcription of a colloquy on
the question- between Anthony
Eden, then British Foreign Secre¬
tary, and this correspondent May
10, 1945:

QUERY: Does the insistence on

virtual Regional Sovereignty by
some powers constitute an irrec¬
oncilable conflict with the basic

spirit of an effective world Or¬
ganization—and if so, won't ANY
formula for a solution arrived at,
be likely to be legalistic rather
than effective in actual operation
and practice?

MR. EDEN: I think that would
he taking a rather super-gloomy
view of the present situation. I
hope it is not as bad as that. I can
conceive, as I tried to explain, of
a situation in which there is a

world organization and there are

regional organizations within that
organization. Now, for example,
we have no treaty engagements
with our neighbors across the
channel; but supposing there were
such a treaty engagement directed
against Germany, I could hardly
conceive that anybody would re¬

gard that as contrary to the spirit
of the World Security Organiza¬
tion in present conditions. It is
just a question of whether we ac¬

cept that the World Organization
comes first, and that these other
elements are viewed as buttresses
to it. At least, that is my con¬
ception. I think the matter can be
worked out.

Post-San Francisco Sabotaging

Unfortunately, the flouting of
UN through narrower agreements
has proceeded far faster and fur¬
ther than even the most pessi¬
mistic;^ at San Francisco feared.
This process took concrete form a

year ftggo with signing of the
Brussels pact, a defensive and

economic treaty between Britain
France and the Benelux countries

"

After the - many unilateral steps
initiated by Moscow, this under¬
mining process took concrete fonr
at the end of 1947 in the Rio pad
^hereunder the Latin American
republics together with ourselvej
agreed to resist jointly an armeo
attack on any individual nation
The trend was furthered a year

ago; when last March Britain
France and tlie Benelux countrief
at Brussels signed a defensive and
economic treaty.
But the real epochal anti-"One

World" step move was the Mar¬
shall Plan, approved by the Amer¬
ican Congress April 1948 with
its authorization of the European
Recovery Program for providing
the multi-billions of material as¬

sistance to 16 Western European
countries and Western Germany.

Cultural Regionalism
Of far greater significance than

the mere technique of regional se¬
curity steps is the evidence
through the Atlantic Pact that al¬
ready the two strong progenitors
of UN have drifted so far apart,
that the last vestiges of the un¬
realistic show of "Soviet-Amer¬
ican Friendship" have been
blasted away. In addition to the
territorial sphere, regionalization
was also practised decisively and
dramatically last week in the cul¬
tural field in the Russian bloc's
secession from UNESCO to the
Hotel Waldorf circus.

«jt # •«!

The UN's General Assembly has
reassembled (some contrary ex¬

pectations notwithstanding)! But
the melancholy fact is that in
the fundamentally important po¬
litical sphere it is ever more con¬

firming the fear that, in the re¬
cent informal words of Winston

Churchill, it is destined to be little
more than an arena for the com¬

petitive hurling of insults with all
the Powers having equal and un¬
restricted propagandizing privi¬
leges. , ' <

COMING

EVENTS
In Investment Field

April 20, 1949 (New York City)
Bond Club of New York dinnei

meeting at the Starlight Roof,
Waldorf-Astoria.

April 20, 1949 (Washington, D. C.)
National Security Traders Asso¬

ciation - Securities & Exchange
Commission dinner.

April 22, 1949 (New York City)

Security Traders Association oi
New York dinner at the Waldorf-
Astoria.

April 28-29, 1949 (Houston, Tex.)'
Texas Group of Investment

Bankers Association 14th Annual

Meeting at Shamrock Hotel.

May 5, 1949 (St. Louis, Mo.)
St. Louis Municipal Dealers an¬

nual cocktail party.

May 6, 1949

St. Louis Municipal Dealers an¬

nual outing at Norwood Hills
Country Club.

May 7-8, 1949 (Virginia Beach,
Va.)

Southeastern Group of Invest¬
ment Bankers Association Spring
Meeting at the Cavalier Hotel.

May M-15 (San Francisco, Calif.)
San Francisco Security Traders

Association Annual Outing at Mt.
Diablo Country Club.

May 16-17, 1949 (Hot Springs,
Ark.)

Spring meeting of NASD Board
of Governors and Advisory Coun¬
cil at The Homestead.

May 18-21,1949 (White Sulphur
Springs, W. Va.)

Investment Bankers Association
Spring Meeting of the Board of
Governors at the Greenbrier.

May 27, 1949 (New York City)

Toppers Annual Outing at Rock
Springs Country• Club, West
Orange, N. J. <

June 3, 1949 (New York City)
Bond Club of New York 25th

Annual Field Day at Sleepy Hol¬
low Country Club, Scarborough
N. Y.

June 10,1949 (Los Angeles, Calif.)
i

Bond Club of Los Angeles fielo

June 10-12, 1949 (Minneapolis,
Minn.)

Twin City Security Traders As¬
sociation Summer Party at Gull
Lake.

June 10, 1949 (New York City)

Municipal Bond Club of New
York Field Day at Sleepy Hollow
Country Club.

June 17, 1949 (Boston, Mass.)
Municipal Bond Club of Boston

Annual Outing at the Concord
Country Club, Concord, Mass.

June 17, 1949 (New Jersey)
Bond Club of New Jersey An¬

nual Field Day at Rock Spring
Club, West Orange, N. J.

June 21-24,1949 (Canada)
Investment Dealers Association

of Canada 33rd annual meeting at
Minaki Lodge, Ontario.

June 24, 1949 (Toledo, Ohio)
Bond Club of Toledo 15th an¬

nual outing at Inverness Country
Club.

Oct. 5-9, 1949 (Colorado Springs,
Colo.)

National Security Traders As¬
sociation Annual Convention at
The Broadmoor Hptel.

Dec. 4-9, 1949 (Hollywood, Fla.)
Investment Bankers Association

Annual Convention at the Holly¬
wood Beach Hotel.

if

State of Trade

and Industry

Steel Production
Electric Output
Carloadings
Retail Trade

Commodity Price Index
Food Price Index
Auto Production
Business Failures

1

J

Ganova Gets Pest

As Treasury Aide
Thomas A. D. Canova has been

appointed to the United States
Treasury Department as a Deputy
Director in .the Savings Bond

Division for

New York.
Well known

in Wall Street
inve s tment

and banking
circles for

many years
as a specialist
in U. S. Gov¬
ernment secu-
r i t i e s , Mr.
Canova will
assist the

Treasury De¬
partment as
consultant to

Thos. A. D. Canova coordinate
sales promo¬

tion activities in the forthcoming
national savings bond campaign.
In the past he has been asso¬

ciated with over-the-counter se¬

curities dealers and was pre¬

viously in charge of the Govern¬
ment Bond Department for
Schroder Rockefeller & Co., Inc.
He is a member of the National

Association of Security Traders
and the -New York Security
Traders Association.

> Overall industrial output for the country at large in the past
week showed a slight falling off from the previous week, but it was
moderately above, the level of the corresponding period a year ago.

Steel ingot production dropped fractionally last week ending a
10-week record period in which operations held at or above the in¬
dustry's theoretical. capacity. Operations this week are scheduled to
show a decline of 1% this week to 98.8% of rated capacity. '

The automobile industry has produced more passenger cars since
Jan. 1 than in any comparable period since 1941, the Automobile Man¬
ufacturers Association currently reports. ;

March output of trucks and autos, says the Association, will hit
a 20-year high, exceeded only by March, 1929. More than 520,(KjO
units will be built, according to its estimates. '

Supply and demand for new automobiles are approaching balance
for the first time since the war, the Association declared.

v1-/", •' ■ w"'\ V : ■'
In a current report of the Bureau of Labor Statistics, it notes that

its consumer price index on Feb. 15, last, stood at 169% of the basic
1935-39 average. This figure represents the fifth straight month- in
which the index has dropped. In the five months, the cost of living
has fallen by 3.2%. The drop between Jan. 15 and Feb. 15 was 1.1%.

Commenting on the index, "Business Action," a weekly report
from The Chamber of Commerce of The United States, observed that
the February decline is significant for two reasons: It was the largest
drop reported for any single month in the eight years for which
monthly indexes have been calculated; and it was a continuation of
the longest steady decline in more than 10 years. 1 ' \

The effectp of the decline, "Business Action" says, will be wide¬
spread. Wage contracts which are tied to the cost of living will be
directly affected; and other fourth round wage drives will undoubt¬
edly be considerably weakened, since one of the strongest arguments
for wage increases in the past has been a rising consumers' price
index. \ •,

Of interest, too, the organ notes, will be the effect on the Admin¬
istration's drive for price controls, which also has been based on a

rising price level. In testifying on the need for price controls a few
week ago, an Administration spokesman maintained at some length
that the downturn in prices was only a minor "quiggle" in the line
on the graphs.

The importance of the February drop, the paper adds, is that it
clearly disproves the "quiggle" theory; the current drop is the sharp¬
est apd the most sustained since .before the war, and. its significance
cannot be denied. 1 , '

What will happen to the price control demand is questionable, the
above organ concludes, since the basis for argument may be shifted,
as indicated in the January economic report of the President, to a de¬
mand for controls whether or not prices are rising.

* * H, * • '

LFavorable weather encouraged many consumers to increase their
pre-Easter shopping last week. Aggregate dollar volume was slightly
less than that of the corresponding week in 1948 with many shoppers
continuing to be very conscious of both price and quality as they re¬
sponded to special promotions.

The dollar volume of wholesale orders increased slightly in the
week and moderately exceeded that of the comparable post-Easter
week last year. Deliveries continued to be more prompt than a year
ago, but collections were generally slower than in the similar week
last year.

STEEL OUTPUT SCHEDULED TO SHOW A DECLINE OF 1% THIS
WEEK TO 98.8% OF RATED CAPACITY

New buying of steel is noticeably off with consumers highly in¬
ventory conscious.. Manufacturing operations continue to slacken and
buyers are ordering only for definite needs, states the trade magazine
"Steel" in its current release. Increasingly they can be choosy with
more tonnage coming onto the market from all directions. Alloys and
specialties have been in surplus for some time past, and, currently,
premium-priced steel is rapidly fading from the picture as is conver¬
sion steel. The gray market is just about washed up. With signs mul¬
tiplying of approaching supply-demand balance in the standard mar¬
ket in most products, including sheets, strip, plates, shapes and bars,
items which have been on the "hard-to-get" list for a long time past,
the mills are soliciting business more actively than at anytime since
before the war.

Reversal of the tendency of steel mills to withdraw from remote
areas, adds "Steel," is indicated by offerings of steel tonnages to a
number of customers within the past 10 days. A platemaker in the
East is reported offering sizable tonnages for sale in the Chicago area,

(Continued on page 47)
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World Confederacy an Impossibility
By WILLIAM A. ROBERTSON -

Member of the New York Bar ■ ;/- < , '
History gives no encouragement to success of.Lsajues and Confederations^ With.the Atlantic Pact >n

i mind, Mr. Robertson objectively surveys the failure of World Leagues and Confederations and gives
historical reasons why no World Pact, Federation or League can/succeed.1 Mr. Robertson admonishes
the United States to withdraw from all world federations because he believes the price we will be called
upon to pay may finally cause "government of the people, by the peqple, for the peopiiow.tQ "perish (rom

the earth." ;

The thought of a world confederation has captivated the minds of so many today thajt
it is well worth while to state briefly the story of the sucqess, or lack of success, that haS
attended efforts at such national combinations in the past, j "Globalism," the conception of
doing everything on a world-wide $
scale, has hit our generation with from much of the causeless and
something like the violence which unworthy strife of Europe, and
seized the people in the days Of developing a hardy, independent
the Salem witchcraft delusion of race; (2) The Swiss have minded
the 17th century, or the fatuous their own business, no longer
South Sea Bubble in England, in fighting in other people's battle?,
the first quarter of the 18th cen- j and have not sought to run thp
tury. It will be wholesome to see whole world,
what history has to say about
leagues and confederacies. 7 ' ,

Few Leagues Have Succeeded

With the exception of Switzer¬
land, and of our own United
States, whose origin and opportu¬
nities have been so exceptional as
to call for special consideration,
the story of leagues and confed¬
eracies is not inspiring. We are

speaking of combinations that
were meant to be permanent, or
at least enduring for a consider¬
able period, not of temporary mil¬
itary alliances. The outstanding
instances of successful, or even

partially successful, leagues and
confederacies, are so few that they
can be counted on the fingers of
one hand. They are the follow¬
ing: (1) Switzerland; (2) The
Netherlands; (3) The Hanseatic
League of the Middle Ages; (4)

w

The Confederacy of Delos, in the j Low Countries became a great
classic days of Greece; (5) The ! naval power, one that stood along-
United States. Some of these met | side of England and France, and
with limited success for a time, had to be reckoned with. But the
and then failed. Switzerland, af- ! striking, feature of it was the la,ck
ter many vicissitudes, has proved of any real central . authority,
herself a great success on a very Presumably, this was in the States
small scale. An explanation of ; General, but that body itself was

the creature of the States. Im¬

portant questions that came before
it were hung up until deputies
could go home and secure in¬
structions. The government was,

The Netherlands or Dutch ,

Confederacy

This country has played ah
important part in history, though
only approximately 14,000 square
miles in area (estimates seem to
differ), approximating half the
size of Maine, and somewhat
larger than Maryland. ..

From very early times, it was a
collection of towns or provinces
whose people had an intense de¬
votion to management of their
own affairs. Pounded by the
ocean, they grew into a hardy and
self-reliant race.

Its Glorious Period

In the middle of the 16th cen¬

tury there commenced that glori¬
ous fight- for liberty which final¬
ly expelled the Spaniard alto¬
gether. In the 17th century, the

these will not be difficult, though
necessarily much abridged.

Switzerland: Its Limited Area

"Territorially, Switzerland is
some 15.950 square miles, about, truly, a confederacy of states or
one-third the size of New York j cities
State, or twice thaty of Massa¬
chusetts. From east to west, the
length is 226 miles, about what
you cover if you go from New
York to Washington.

The League of the Three Forest
Cantons

In the year 1291, three forest
cantons, Uri, Schwiz, and Unter-
walden (all within the territory
of modern Switzerland) signed an

"Everlasting Alliance," to protect
themselves against the ambitions
threatening them from the House
of Hapsburg, reigning in Austria.
Twenty-three years later, on the
Battlefield of Morgarten, they
made good their claims to inde¬
pendence, and routed their ene¬

mies, horse and foot. Many other
battles followed, the Swiss being
generally victors. By 1648, com¬

plete independence was won.

Very gradually new cantons were

.added to the league, and those
who came were near neighbors.
In the last quarter of the 15th
century, the League nearly split
asunder. The Reformation brought
with | it fresh differences and

quarrels. Then French Revolu-
tonary armies overran the coun¬

try and subdued it.

After Napoleon's fall, Switzer¬
land became a neutral power, as
the result of the action of the

Congress of Vienna. Since then
she has strengthened her central
government, but always carefully
preserving the rights of local self-
government. Today her 22 can¬
tons constitute a happy and suc¬
cessful league of free states.

The Key to Swiss Success

This is found in two things:
(1) Their mountains have been
a wall of safety, isolating them

, The End of the: Dutch ..;
Confederacy

The revolutionary armies of
the French were too much for so

feeble an opponent. Napoleon
brought about the end, and put
his brother on a throne. A king¬
dom it has remained.

Belgium's Refusal to Join With
Holland

When Napoleon was gone, the
Congress of Vienna tried to in¬
duce the Belgians and Dutch to
make one people as the "King¬
dom of the Netherlands." After
15 years of trial, the plan failed.
Belgians did not want to live
under Dutchmen, being altogether
too French in their culture, and
too Catholic in their religion for
Protestant Holland. Separation
came in 1830-31, war being bare¬
ly averted.

Very serious lessons are to be
learned from this piece of his¬
tory, Even near neighbors can¬
not be united in harmony of ac¬

tion, if profound differences of
temperament and training and re ¬

ligion make a gulf. Let the United
Nations ponder this truth.

The Hanseatic League of the
Middle Ages

This was a powerful combina¬
tion of so-called "Hanse" towns of
north Germany, formed probably
in the 13th Century to protect
commerce at sea and merchants
on land. It reached the zenith of
its power in the 14th Century,
when it owned a navy that was

powerful enough to capture the
City of Copenhagen and other
fortresses. But it carried within
itself elements of weakness, pos¬

sessing neither permanence nor

durability. Its methods • were
harsh and often monopolistic. If
shrunk away '
centuries.

in the succeeding

The Confederacy of Delos

This is often called the Deliap
League. It existed in Greece's
classic days, having been formed
about 478 B.C., as a league of free
Ionian cities against a common

enemy, Persia. It was principally
a naval league, and Athens was
the biggest and . most powerful
member. Presently she so domi¬
nated the whole organization that
she used it to upbuild her own

empire. This brought the end;
After Athens recovered from her.
defeat by Sparta in the Peloponr
nesian War, the league was re¬

organized, this time to oppose

Sparta, instead of Persia.,; , The
same difficulty arose as - before,
the tendency of Athens to use
the League for her own .selfish
ends. The rise of the .power- of
Macedon terminated the -League.

- If is a relief to turn -to some¬

thing much better, in the shape, of
our own country. 1

United States of America
At the commencement of this ar¬

ticle, it was observed that our ,own
country has enjoyed exceptional
advantages. Little need be said.in
support of this« - f .,\v,

/!:■' '•'•--V•• V!«•.• /•' fif :-
Our Fortunate Beginning 1?

We began as 13 separate colo¬
nies that had the good fortune to
be separated from themother coun¬
try by 3,000 miles of ocean. Thus
left to themselves, they grew into
sturdy and independent colonies,
believing in themselves and trust¬
ing to their own capacities for
most things, facing the future with
confidence. Under such conditions
the thought of union.- was of
very slow growth, even though
dangerous Indian tribes were on

every hand, while on the Canadian
border was an alien and hostile
monarchical rival colony. How
slowly the spirit of union of any
kind grew is best appreciated by
noting the caution with which any

steps in that direction were taken.

Steps Toward Union
These steps are easy to trace:

Beginning with the action of the
towns of Hartford, Windsor and
Wethersfield in Connecticut in

1639, in forming a constitution for
themselves, and then coming down
to the Revolutionary War, which
forced the 13 colonies to unite;
albeit the union was imperfect.
Then, when independence was fi¬
nally achieved, there came the
Constitution; but that was. ob¬
tained by such fearfully narrow
margins of votes in the conven¬
tions of the great States of Vir¬
ginia and New York as to show
how near the whole thing came to
disaster. Today we hardly realize
how close we came to failure. Near

the middle of the last century our
whole structure nearly broke in
two.

. //''.y'k.

The Key to Our Success

We Americans have succeeded
because of outstanding advan¬
tages: (1) An abundance of land,
for every one; (2) refusing to
mingle in the strife and jealou¬
sies of the Old World; (3) the pos¬
session of a wilderness of splendid
territory to be developed, thus
calling for every effort possible,

(Continued on page 40)

* * By A. W. ZELOMEK*

President, International Statistical Bureau -

Trade economist declares prospective short-term stability is due to
favorable seasonal factors and temporary capital goods backlog.
Doubts government's efficacy in stopping deflation by pump-prim¬
ing. Insists cautious attitude by bus.nessmen is statesmanlike, and

should be praised rather then castigated.
Most people agree that deflation has already developed. Inflation

is a Lung of me past. We have already had some decline in employ¬
ment and payrolls. Prices of most commodities have moved lower,
in some cases sharply, and both the cotton and rayon sections of the

A. W. Zelomek

textile indus-

try have al¬

ready-experi¬
enced marked

liquidation... .

For the next

few months,
however,
there are cer¬

tain factors
that will op¬
erate on the

favorable,siae.
(1)Heavy

industries still
have a fairly
high backlog
of orders, and
are not likely
to -cut their operations or their
employment very sharply during
that period.
.• .(2) Both construction and em¬

ployment in agriculture show
sharp r seasonal increases at this
period of the year.

(3) Large distributors are in a

much more conservative inventory
and commitment position than
they .were year ago. In getting
into this position, they had to cut
down ;on forward purchases
which • was one factor helping
cause recent liquidation in tex¬
tiles. But this also means thac

they will have to do more short-
term buying„as they go ahead.
Consequently,, the Volume of cur¬
rent orders for many items, and
particularly for textile-apparel
items, will probably be higher
than it was a year ago.
Do not read too much into this

last statement. Retailers are not

likely to drop their conservative
policies in placing advance orders
for the Fall season. Thus, while
their current orders may be some¬
what higher than last year, their
initial seasonal commitments will
be kept at a lower level.

(4) Another factor that applies
particularly to the Textile-apparel
industry is the extent of price
liquidation and quality improve¬
ment that has already occurred
In some cases, the number of
units. sold is showing some im¬
provement.

Fall Outlook Less Favorable

When we look beyond the next
few months, however, there is less
certainty about the outlook/ Let
me/ explain by comparing the
movements of the business cycle
to a color change, ranging from
pure white to pure black. In busi¬
ness, we do not jump immediately
from pure white to pure black. We
go through many intermediate
stages, to grey. - v" •-

* In the last four or five months,
the color has changed to grey.

Everyone,; has recognized that.
Some of . us perhaps, in thinking
only-.of • the near-term outlook,

about business trends in the last

quarter.
One of the sustaining factors at

the present moment, as 1 pointed
out above, is the back-order posi¬
tion of capital goods industries.
i\ew orders have dropped off, but
oraer backlogs have been high
and there should be no sharp cur¬
tailment in capital goods activity
lor the near future.
But by the end of the Summer,

and in some cases even before,
these ordeit backlogs will be
reaching a vjery critical stage. >
It does not require too much

commensense to point out that
there will be some sharp curtail¬
ments in these industries- in the

last-quarter u n 1 e s s something
happens to stimulate new orders
in the next three to six months.

Government Action

I implied above that'I do not
believe the government can do
too much to prevent' deflation
from running its natural course.
Those of you who have read any
of the official statements, or who
have looked at political develop¬
ments with realistic, eyes, know
the government will try to stop
it. But will what it does be ef¬
fective?
At the moment, I cannot find

anyone in government or out who
knows, exactly what it will do.
There are.some things,.however,
that are outside the limits of phy¬
sical possibility, and others that
can be done easily.
The government can and prob¬

ably will increase its rate of!
spending. Annual rate of spend¬
ing in the fourth-quarter will
probably be $8 billion or so above
a year ago, if state and local gov¬
ernments are included.
The government can also run a

deficit and this seems likely. Al¬
though the chance of increased
taxes cannot be entirely ruled out,
since many Congressmen place
great emphasis on the concept of
"sound money," there is a good
possibility that the government
will operate-at a deficit in the
coming fiscal year.
There can and probably will be

a further easing of credit controls
and restrictions. However, this is
largely a negative action, since
the real problem in a period of
decline is not so much to increase
the supply of credit as to increase
the demand.

.

. y
On the other hand, the govern¬

ment cannot do much to stimul-
late housing construction. Experts
do not believe that more than 25,-
000 new government-sponsored
dwelling units could be built
within the next 12 to 15 months.
Such blueprints as are ready

for public construction are al-

may have seen the color as a little 1 or ip, pyegqnt esti¬
mates of fair-sized increases in
this field. There are billions and
billions of additional public con¬
struction among estimated needs,
but these, like housing, cannot be
got into work in the near future.

There will probably also be a
further moderate gain in muni¬
tions production in the next six to
nine months, but this will be small
when measured against any mod¬
erate decline in private demand
for heavy goods.
What this adds up to is that the

government cannot actually do
very much in the way of ef-

•From an address by Mr. Zelo- lecttve home-priming. It will be
mek prepared for delivery before £d)le to stop the present deflation
Fashion Group, Incorporated, Los i only if some of its actions stimu-
Angeles, Cal., April 7, 1949. | (Continued on page 55)

too dark.

'; Now it seems to me that an im¬

proved condition in speculative
markets in April, combined with
some seasonal pickup in demand
in many industries, will not have
too much influence on the actual
color of the economy. But it may
encourage many of us to look a
little at the brighter side. v

So long-as that is applied to
near-term operations only, I see
no risk. I do believe, however,
that it would be a mistake to be¬

come too optimistic at this stage
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From Washington
Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

There used to be a time in this country when for a public official
to be caught in a lie meant his political death. Oh, considerable
license was taken in the heat of the campaigns. But even then, our
Presidents or high government officials were held to a fairly strict

accountability for their utterances. In fact, con¬
siderable sympathy was expressed for their dis¬
advantage with a demagogic candidate who, it
was felt, carried none of the responsibility of
the man in office.

But these days it is the truth that is the ex¬

ception' from our high public officials rather
than misstatements. Many of these misstatements
are deliberate as in the case of the late Roose¬
velt; many are the result of the official taking
something his underlings have handed him and
our Central government has become so big that
there is no way the official can tell whether the
underlings are honest and trustworthy or not.

These misstatements and half-truths on the

part of our high officials have, indeed, come to
be justified in the world of propaganda. We
have grown up and our affairs have become so

. involved, that th^ rank and file are in no posi¬
tion to take the unadulterated truth and make, their own decisions.
They are simply incapable of it. So it is contended.

One of the most persistent lies circulated in some way nearly
every day is that had it not been for our public power projects in
the TVA and on the Pacific Coast, we would not have had the atomic
bomb. It has a deliberate propaganda purpose. This purpose is the
extension of the Public Power crowd's domain. •.

This lie was uttered repeatedly by the Public Power proponents
in the recent .debate in Congress on the Johnsonvilie. steam plant
appropriation. The statement has been made by President Truman
in justification for the St. Lawrence waterway and hydroelectric
project. , t ...... ' -

The friends of Dave Lilienthal used this argument to get the
atomic energy, chairmanship for him.
_ It is utterly untrue.

, For the purpose of the atomic bomb, the Oak -Ridge project built
its own steam-power plant. In the first place, it is not waterpcv/er.
In the second place, TVA has nothing to do with it.

Only recently, one of the Atomic Energy Commission members,
not Lilienthal. stated that the reason another atomic plant was erected
at Hanford, Wash., was not because of the availability of water-
power, but because of the abundance of water for cooling purposes.

So no waterpower in. the first instance, and no power in the
TVA of any kind built the atomic bomb. ,< yv:
. • Yet the statement that it did has been uttered so many times by
supposedly responsible and truthful public officials that I venture to
say that 90% of the. people who have any opinion on the subject
believe it and would be rather shocked as was I, suddenly to learn
that it is not true. I heard the truth rather casually several weeks
ago from a man who had written a book on the TVA and I couldn't
believe him. In expressing my subsequent astonishment to officials
of the private power companies that they hadn't nailed this lie down,
they shrugged their shoulders and said they had a fat chance against
the propaganda of the government and the Public Power crowd.

My indignation is perhaps increased because the myth is the
only justification for Lilienthal now having the tremendously impor¬
tant job he has got, and it is further illustration of the fact that he was
not selected because of his unique ability but because he is definitely
part of an idealogical movement that is determined to keep control
of this new and revolutionary energy. l am not seeking to leave any
innuendo that he is a Commie. He is a cunning left-winger to which
he evolved from his earlier days in Wisconsin as a Socialist.

When the discussion was taking place on what to do with the
epergy in peace times. Lilienthal's name was not present at all in the
earlier phases. General Groves who was in charge of the Manhattan
Project-during the war was directed to make a study with recom¬

mendations, and then President Truman named Barney Baruch to
head up another study.

Without having been designated by anybody apparent to the
naked eye, Lilienthal bobbed up as co-author of a study with Dean
Acheson.- Presumably, Acheson was hooked in for window dressing.

Immediately there followed the countrywide propaganda that
Lilienthal was the real authority, his report, the authoritative report,
because only through the TVA of which he was the head and the
TVA was what it was because of him, that the bomb was made pos¬
sible. Tt very probably would have been an international incident
had he, under the circumstances, not been made head of the peace¬
time set-up to handle the energy.

It is interesting to note, in conclusion, that the plant at Oak Ridge
has a capacity of 250,000 kilowatts. The capacity of the Hudson plant
of Consolidated Edison in New York is 750,000. What was Hitler's
boast? li' you tell a lie big enough and often enough the people will
finally believe it. ... :j;' >... j v'V-

Dean Witter Adds Two
(Special to The Financial ..Chronicle)

"

SAN FRANCISCO, CALIF.—
James H. Davison and Alexander
M. Hunter have been ..added to

the staff of Dean Witter & Co.,
45 Montgomery Street, members
of the New York and San Fran¬

cisco Stock Exchanges.

With Gordon Graves Co.
(Special to The Financial Chronicle)

MIAMI, FLA.—Lewis B. Rob¬

ertson is with Gordon Graves &

Co., Shoreland Arcade Building.

Two With J. R. Kauffmann
(Special to The Financial Chronicle)

! ST. LOUIS, MO. — John .;W.
Annin and Glenn C." Storm have
become associated with John R.
Kauffmann and Company, 511 Lo¬
cust Street, members of the St.
Louis Stock Exchange. In the past
Mr. Annin was with Dietz, Cham¬
berlain & Co. and was an officer
of the St. Louis Investment Corp.

With King Merritt1
(Special to The Financial Chronicle)

ST. LOUIS, MO.—Herschel E.
Bennett is with King Merritt &
Co., Inc., 408 Olive Street. .-L.Vv

, -
i ' •

Valuation of Bank Assets
By HARRY L. SEVERSON *

^

; Municipal Service Dept., Dun & Bradstreet, Inc.
Formerly Asst. Chief, Division of Research and Statistics, Federal Deposit Insurance Corporation

Mr.. Severson traces transition in valuating bank assets from a standpoint of liquidity to a going con¬
cern basis. Sees, need for further study of valuation problem, particularly in matters of bad debt com¬

putation, depreciated value, of securities, and correlation of work of bank examiners and the Bureau
*

*•'; >" ~ ;' \y.y~ ■ of Internal Revenue.
\ A period of prosperity is an appropriate time to review critically the methods of val¬

uation used in appraising the assets of commercial banks. While business is improving
igenerally, there are few immediate problems and it. seems to make little difference

what type of'>>-

Harry L. Severson.

a. yardstick
is used in ex-

amining
banks, but as
soon as seri¬

ous readjust¬
ments occur

in the econ¬

omy some of
these issues
which for¬

merly seemed
'so vagus and
remote sud¬

denly take on

great signifi-
cance, The
emotional

strain of a depression, however, is
not conducive to clear thinking on
fundamental issues, as the very
urgency of the immediate prob¬
lems makes it difficult to View
them objectively. At such a time
bankers, examiners and business¬
men, all of whom have pressing
practical problems of their own,
are hardly in the mood for a

leisurely discussion of basic issues,
no matter how important they
may be over the long run.

. Since 1933 there have been a

number of changes in the practice
and theory of valuation of bank
assets which have attracted far

less attention than their impor¬
tance warrants. Prior to the bank
holiday assets were appraised, for
the purpose of computing the
net* sound capital of a bank in
the Report of Examination, on the
basis of their liquidating value on
some specific date, usually the
day on -which the examiners ar¬

rived; while at the present time
bank assets, with certain impor¬
tant exceptions which will be
considered later, are valued on the
basis of their contribution to the
bank as a going business. This is,
of course, merely an application
to banks of the principles of ac¬

counting which are rather widely
accepted in other industries, but
for banks this represents a dis¬
tinctly new viewpoint.

The Liquidating Theory of
Yaluatioai

Appraising bank assets on the
basis of liquidating values ap¬

peared logical enough to practical
bankers and examiners when
banks were failing by hundreds,
and when the most casual rumor
or seemingly unimportant inci¬
dent might start a run. Under
such circumstances the contribu¬
tion of an asset to a bank's ability
to stay open—and all other con¬

siderations had to be distinctly
secondary — depended upon the
amount of cash which could be

realized by sale, pledge, or pay¬
ment on short notice. If only a
few banks were under pressure
at a. time, the system functioned
not too badly, but if the trouble
spread very widely, as it so often
threatened to do, each individual
bank in trying to convert its as¬

sets . into cash to save itself
brought additional- pressure on

the market ' and thereby intensi¬
fied the problem for the system
as a whole. The logical end of
this vicious circle was a complete
breakdown, such as occurred in
1933. A discussion of the basic

changes made in the banking
laws during the early years of the
Roosevelt Administration is be¬

yond the scope of this brief ar¬

ticle, except to note that the in¬

auguration of Deposit Insurance
and changes in the Federal Re¬

serve - System which recognized

the responsibilities of the govern¬
ment to prevent such catastrophies
made it possible to regard a bank
in'-somewhat the same manner as

it is customary to view other
business enterprises. A banker,
being no longer in constant fear
of his bank being placed in liqui¬
dation, could at last make deci¬
sions on the basis of longer run
considerations.

The failure of the volume of

business to increase substantially
in the period immediately follow¬
ing the bank holiday, which was a

in determining the amount of the
net sound capital of a bank, as
shown in the Reports of Exami¬
nation in 1937, was whether it was
examined before or after the
break in the bond market. This
serious problem was brought to a
head by the Secretary of the
Treasury, who called a conference
of the three Federal bank super¬

visory agencies and the National
^Association of Supervisors of
State Banks to consider the whole

question, of bank examination.
There were wide differences of

bitter disappointment to every-! opinion between the representa-
one, kept the spotlight of public
interest focused on the banking
system The public tended to
blame the banks, • the bankers
blamed the examiners, and the ex¬
aminers in turn blamed the

bankers. This resulted in gener¬
ally unsatisfactory relationships,
and in numerous cases consider¬

able antagonism developed. Com¬
plaints of all sorts were received
in Washington. Borrowers wrote
in about the treatment they re¬
ceived from their bankers, while
bankers complained bitterly about
the practice of some examiners of
placing all loans in the "slow"
classification that could not be

paid on short notice, irrespective
ofr the ultimate ability of the
debtor to service the obligation.
The use of market quotations for

valuing bonds also kept bankers
and bank supervisors ori edge,
With uie' low capital ratios which
are characteristic of banks, even

a relatively small decline in the
bond market would wipe out the
capital of some institutions, and a

literal interpretation of the law
would require that they be closed,
unless new capital could be raised,
which is not always easy on short
notice. A rather small but very
active group of financial advisors
within the Administration became
convinced that the methods used
in conducting bank examinations
were a contributing factor- of con¬
siderable importance in prevent¬
ing the expansion of bank loans
and thereby retarding the return
of prosperity. .

The 1938 Conference of Examiners
and the Joint Agreement

The recession of 1937 and the
drastic decline in bond prices
which occurred in the middle of

that year brought the •weaknesses
of the existing method of bank
examinations into painfully sharp
relief. The most important factor

tives of the bank supervisory,
agencies when they met in Wash¬
ington in the late Spring of 1938.
The examiners were disgusted
with the failure of the economists
to see the practical problems in¬
volved in implementing the poli¬
cies they were recommending with
such fervor, while the economists
were intolerant of the failure of the
examiners to understand the oper¬

ations of the banking system. The '

hot, humid atmosphere of a
Washington Summer, for the con¬
ference extended into June, also ,

tended to shorten tempers, but
some of the better conciliators of
the Administration were assigned
to the conference to iron out the ,

differences,, and it was rumored -
that the White House was serious¬

ly concerned about the failure of
the banking system to function
more smoothly. By a judicious
admixture of tact and gloved
force an agreement was reached,
but like most compromises it
pleased no one in ail of its par¬

ticulars. - ,

The joint- agreement of 1933,
which is still in effect, abandoned
the liquidating theory in two sig¬
nificant respects but curious and
contradictory • vestiges still re¬

main, and the implementation
could be improved in several re¬
spects. On the constructive side,
high grade bonds are*" valued at
cost less an appropriate allow¬
ance for premium amortization
and loans are criticized only on
the basis of some question in re¬

gard to repayment. Unfortu¬
nately, however, low grade bonds
are appraised at an odd type of
convention value and defaulted
bonds and stocks taken in settle¬
ment of debts previously con¬
tracted are valued at current mar¬
ket prices. The agreement is si¬
lent about the valuation of bank

buildings, which as a matter of
(Continued on page 46)
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We Save Too Little
By E. W. ECKARD

Professor, College of Business Administration, University of Arkansas

Using statistics of national income, Prof. Eckard analyzes effects of saving on full employment and on

Supply of productive capital during last two decades, and concludes, in this period, we have only re¬

placed worn out capital and have not provided for deterioration of resources, increase of population and
progress. Stresses depletion of our mineral and agricultural resources.

The title "We Save Too Little" may seem to be an anachronism in this day when we
are told by so many writers that the maintenance of full employment depends upon the
continued existence of a very high rate of coniumption. Indeed there are many who insist

that we will<^

E. W. Eckard

we

need at all

times a high
rate of gov-
e r n m e n t

spending to
keep us out
of the eco-

nomic d o 1-
drums.

The prob¬
lem of saving
and its re¬

sults may be
c o n sidered
from at least
two view¬

points: (1)
How does sav¬

ing affect the problem of main¬
taining full employment i.e. the
problem of eliminating the busi¬
ness cycle? and (2) How does sav¬

ing affect the problem of main¬
taining an- adequate supply of
productive capital? ; This paper
will be concerned for the most
part with an attempt, to answer
thO question of whether we save

enough to provide an . adequate
Stipply of productive capital. {
The basic data needed for this

discussion are included in Table L
The terminology and data are
taken from the U, S. Department
of Commerce "Survey of Current

Business." These data are avail¬
able for all of the years since 1929.
For this paper the period 1929-
1948 inclusive is divided into the
three following periods: 1929-
1940; 1941-1945, and 1946-1948.
Gross national product is the

value of everything produced by
the productive resources of the
United States during a given year.
Gross private domestic invest¬
ment equals the total amount
spent by individuals and business
firms for new construction, pro¬
ducers' durable equipment and
increase of inventories during the
year. It represents the value of
private additions to the produc¬
tive capital of the country dur¬
ing the year. Government ex¬

penditures for new construction
are included for the purpose of
approximating gross social addi¬
tions to the productive capital of
the country. It is quite probable
that most of this sum should not
be considered as addition to pro¬
ductive capital. There is not.
space here to consider in detail
the question of what portion of
government expenditures for new
construction adds to productive
capital. For want of more accu¬

racy we shall assume that one-
half of this sum represents new

This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an
offer to buy, any of sifch Shares^ The offering is made only by the ProspectuJif ,

•> ;• 'V :A

1000,000 Shares

The Ohio Public Service Company
Common Stock

($7.50 Par Value)

Price $16 per share

Copies of the Prospectus may be obtained from the under¬
signed only by persons to whom the undersigned may legally
offer these securities under applicable securities laws.

Witter & Co.

Fi£ll§4ften & Co. Central Republic Company
, y (Incorporated)
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Bakef, Weeks & Harden El worthy & Co. First California Company Blunt Ellis & Sim nons

Dick h Merle-Smith Johnston, Lemon & Co. R. W. Pressprich & Co. Sutro & Co.

MotHpalitan St. Louis Company Stein Bros. & Boyce J. C. Bradford & Co. Davis, Skaggs & Co.
Prifttfrf I. duPont & Co. Foster & Marshall Hill Richards & Co. Johnson, Lane, Space and Co., Inc.

M«*hard, Cook & Co. Pacific Northwest Company Stephenson, Leydecker & Co. Stix & Co.
Cdhu & Co. Crowell, Wecdon & Co. Ferris and Company The Illinois Company Mason Brothers

Pai'A* <r°mpi,ny Prescott, Hawley, Shepard & Co., Inc. William R. Staats Co.of California '
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Boennl-ig & Co. G. Brashears & Company Cobbey, Shively & Company Cooley & Company
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r<!ter§) Writer & Christenren, Inc. Raggio Reed & Co. Saunders, Stiver & Co. I. M. Simon & Co.

Smith, M jore & Co. Swiss American Corporation Wagenseller & Durst, Inc. Weeden & Co.

W/Wel#trt & Cummins, Inc. Harold E. Wood & Company Wul.T, Hansen & Co.

Binghafti, Walter & Hurry C. C. Cokings and Company, Inc.

Ctrtningham & Co. Fauset, Steele & Co. Green, Ellis & Anderson

McCduftney-Breckenridge & Company Minsch, Monell & Co. Mullaney, Wells & Company

Newb'urger & Co. The RoLinson-Humphrey Company Walter Stokes & Co. Henry F. Swift & Co.
C. f. Williams & Co., Inc. Arthurs, Lestrange & Klima A. E. Aub & Co. Caldwell Phillips Co.

Hookei1 & Fay John B. Joyce & Company Thomas & Company
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Coburn & Middlebrook
Incorporated

Hallowed, Sulzberger & Co.

capital in peacetime and one-

fourth during wartime. An error

of 20% here will not alter the
conclusions appreciably. During
the war most of the new buildings
constructed by the government
were for the use of military units
and could not be construed as

adding to peacetime productive
capital. The writer's concept "to¬
tal gross investment" equals gross
private domestic investment plus
the portion of government ex¬

penditures for new construction
which is considered to be an ad¬
dition to productive capital. ; J
Gross private saving is that

portion of gross national product
which is not spent for current

conumption and which should be
available to provide for the crea¬

tion of productive capital. Cap¬
ital consumption allowances, an
important component of gross
private saving, is designed to
cover depreciation on fixed cap¬
ital plus capital used up and
charged to current expenses. Un¬
distributed corporation profits and
personal saving need no further
explanation. The corporation in¬
ventory valuation adjustment is
an entry to compensate for
changes in value of business in¬
ventories coming from price
changes. When prices are falling
this entry is positive and when
prices are rising it is negative.
The statistical discrepancy occurs
because of the, fact that allJq/thfese data are b^sed on estimates';
the estimates of how income is'
received and how it is spent do'
not always agree perfectly.

Period 1929-1940

The 12-year period from 1929
:o 1940, inclusive, was one which
Included decline into depression,
partial recovery, decline again
and recovery to the war. During
this period the average amount of
gross private saving was $9.5 bil¬
lion or 11.8% of the gross national
product. Total gross investment
was an average of $8.5 billion for
the 12 years. With an average
statistical discrepancy of $0.4
billion one cannot draw a fine

line of comparison between the
two amounts representing savings
and investment. However, it can
be said with considerable assur¬

ance that almost all of the saving
found its way into the type of
expenditures that led to the cre¬

ation of productive capital.
An important question for con¬

sideration is concerned with

whether this amount of capital
jreation is adequate for our needs.
From 1929-1940 capital consump¬
tion allowances averaged $8.0 bil¬
lion. There is not space here to
examine thoroughly the question
of whether this figure fairly rep¬
resents the capital used during
.the period. In "capital used" we
include the fractional parts of
capital goods worn out as well as
the capital goods completely worn
out in this 12 years. Lacking a
more thorough study we shall ac¬
cept the figure of $8.0 billion as

being correct subject to limita¬
tions to be stated later. The sta¬

tistical discrepancy of $0.4 billion
prevents the establishment of
close equality between the aver¬

age for total gross investment,
$8.5 billion, and capital consump¬
tion allowances, $8.0 billion. How¬
ever, it is safe to say that our

capital creation from 1929-1940 at

least equaled the capital used pro¬

vided that capital consumption
(Continued on page 42)

Dealer-Broker Investment

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

to send interested parties the following literature:

Economic Recovery of Europe
and the ultimate effect upon gov¬
ernment bonds of Great Britain,
Belgium, Sweden, Netherlands,
Norway and Denmark — New

study—Zippin & Co., 208 South La
Salle Street, Chicago 4, 111.

Electric Power Utility Stocks—
Study of these stocks as steady
income producers—John C. Legg
& Co., 22 Light Street, Baltimore
3, Md.

Electric Utilities—Analysis of
growth possibilities— Ralph E.
Samuel & Co., 115 Broaway, New
York 6, N. Y.

Electric Utility Outlook—Anal¬
ysis—Goodbod.y & Co., 115 Broad¬
way, New York 6, N. Y.
Also available are an analysis

of Amerex Holding Corp., discus¬
sion of Railroad Equipment Obli¬
gations, and leaflets on American

Airlines, American Home Prod¬

ucts, .Dixie Cup, Richfield Oil,
Solar Aircraft, and Texas Gas
Transmission.

Financing the Future Expansion
of the Electric Utility Industry—
Reprints of address by George D.
Woods—First Boston Corporation,
100 Broadway, New York 5, N. Y.

Insurance Stock Evaluator —

Comparative analysis of 63 insur¬
ance companies—Blair & Co., Inc.,
44 Wall Street, New York 5, N. Y.
Also available, are bulletins on

Bankers Trust Co. jand Northern
Indiana Public Sendee Co.
i *

More For Your Money—Booklet
explaining the methods of acquir¬
ing securities and answering in¬
vestors' questions about the mar¬

ket—Greene & Brock, Third Na¬
tional Building, Dayton 2, Ohio.

New York City Bank Stocks—
Preliminary earnings comparison
of 19 bank stocks— Circular—

Laird, Bissell & Meeds, 120 Broad¬
way, New York 5, N. Y.

Over - the - Counter Industrial
Stock Index— Booklet recording
10-year performance of 35 indus¬
trial stocks—National Quotation
Bureau, Inc., 46 Front Street, New
York 4, N. Y.

Return of Competition— Com¬
ment on the securities markets—
In the current issue of "Investors'
Almanac"—Estabrook & Co., 15
State Street, Boston 9, Mass. and
40 Wall Street, New York 5, N. Y.

Television — Bulletin — Televi¬
sion Shares Management Co., 135
^outh La Salle Street, Chicago 3,
111.

* * »

Amerex Holding Corp.—Analy¬
sis—New York Hanseatic Corp.,
120 Broadway, New York 5, N. Y.
Also available is an analysis of

the possibilities for Central Public
Utility 51/2 s of 1952.

Anheuser-Busch, Inc.— Memo¬
randum—Edward D. Jones & Co,.,
300 North Fourth Street, St. Louis
2, Mo.

Central Arizona Light & Power

Co.—Analysis—Ira Haupt & Co.,
Ill Broadway, New York 6, N. Y.
Also available are brief data on

American Power & Light, Consol¬
idated Vultee, American Gas &
Electric, and Warner Bros.

Central Paper Co.— Circular—
Swift, Henke & Co., 135 South La
Salle Street, Chicago 3, 111.

Christiana Securities Company

—Analysis—Francis I. du Pont &

Co., 1 Wall Street, New York 5,
N. Y.::

Consolidated Vultee Aircraft

Corp.—Memorandum—A. M. Kid¬
der & Co., 1 Wall Street, New
York 5, N. Y.

Denver & Rio Grande Western

—Analysis—Vilas & Hickey, 49
Wall Street, New York 5, N. Y.

Dwight Manufacturing Co.—De¬
tailed ' circular— Kiser, Cohn &
Shumaker, Circle Tower, Indian¬
apolis 4, Ind.
Also available are circulars on

Electrolux Corp., Maryland Dry-
dock Co., Mastic Asphalt Co., and
Philip Carey Manufacturing Co.

Ekco Products Company—Report
—Paul H. Davis & Co., 10 South
La Salle Street, Chicago 3, 111.

McPhail Candy Corporation —

Circular—Brailsford & Co., 208
South La Salle Street, Chicago 4,
111.

Minneapolis Gas Co.—Analysis
—William A. Fuller & Co., 209
South La Salle Street, Chicago 4,
111.

National Fire Insurance Com¬
pany of Hartford— Analysis—
Geyer & Co., Inc., 67 Wall Street,
New York 5, N. Y.

Nueces County, Tex.—Causeway
revenue bonds—Circular—Allen &

Co., 30 Broad Street, New York
4, N. Y.

Otis Elevator Co.— Circular—
Ernst & Co., 120 Broadway, New
York 5, N. Y.

Paramount Pictures, Inc.—Anal¬
ysis—Abraham & Co., 120 Broad¬
way, New York 5, N. Y.

Portsmouth Steel Corp.—Circu¬
lar—Bennett, Spanier & Co., Inc.,
105 South La Salle Street, Chicago
4, 111.

Safeway Stores — Circular —

Auchincloss, Parker & Redpath,
52 Wall Street, New York 5, N. Y.

Vacuum Foods Corporation —

Summary and. analysis—Hill Rich¬
ards & Co., 621 South Spring
Street, Los Angeles 14, Calif.

Halsey, Stuart Group
Offers Pennsy. Equips.
An underwriting group headed

by Halsey, Stuart & Co. Inc. was
awarded Wednesday $9,990,000
Pennsylvania RR. equipment trust,
series W, 2V2% equipment trust
certificates, maturing $666,000 an¬

nually Nov. 1, 1949 to 1963, inclu¬
sive. Subject to Interstate Com¬
merce Commission authorization,
the certificates were re-offered

by the group at prices to yield
from 1.25% to 2.70%, according to
maturity. ~ /
The certificates, issued under

the Philadelphia plan, are the
final instalment of a proposed
issue of $19,995,000 trust certifi¬
cates, series W. The aggregate
principal amount of these certifi¬
cates are being issued to provide
for the following new standard-
gauge railroad equipment esti¬
mated to cost not less than $24,-
993,750: 18 diesel-electric pas¬

senger locomotive type "A" units;
28 diesel-electric freight locomo¬
tive type "A" units; 11 diesel-elec¬
tric freight locomotive type "B"

units; 81 diesel-electric switching

locomotives; and 45» all-steel

sleeping cars. , ,|,,
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Roger W. Babson

"Fait Deal"
Net Working

By ROGER W. BABSON

Mr. Babson asserts Truman's

program is not working and
bloom is already off the boom.
Sees danger of Americans becom¬
ing "a bunch of leeches" and
stresses need of revival of com¬

petitive spirit. In Lake Wales,
Fla., address, he predicts some

depression but no crash.

Harry Truman told voters last
fall they needed a Democratic

"Fair Deal"

Congress to
protect their
potcketbooks,
their homes,
their futures,
and even the

happiness o f
their children.
I know a few
•Workers rsw-ho
are beginning
to smart un¬

der this "Fair
Deal." Today
they can't pay
the grocer Or
the landlord.

; ; \ The postwar
boom has faded so badly that
nearly all of our governors are

crying for Federal aid. Unemploy¬
ment in some states is up 100%. In
some New England towns where
the normal working population
totals five to ten thousand, as

many as 40% of the working
population are unemployed.
The economic laws of life are

catching up with Mr. Truman in
spite of the clairvoyant prognos¬
tications of his economic pontifi¬
cate. Retail sales volume has
shrunk. Unemployment - conse¬

quently continues to increase.
Carloadings have 1 i k e w i s e

slumped. Rail, plane, and bus
seats are vacant. Hotel accommo¬

dations are available without ad¬
vance reservations. Automobiles
are once again procurable. Food
prices are down. Clothing prices
have been slashed. The housing
boom is busted. Business fail¬
ures are up. Warehouses are full,
and many concerns are burdened
by too heavy inventories. Why?

Have Americans Lost Their
Initiative?

The fact of the matter is, some

thinking Americans are pretty
well convinced that Harry Tru¬
man himself is not only killing
the proverbial goose, but also
smashing the golden eggs. Many
sharting this opinion are American
businessmen. They are the ones
who supply the jobs. They are
the mainspring of every "Main
Street" in : every city—large or
small—of the United States. They
are best symbolized by sweat and
ulcers.

In - the face of bureaucratic
waste and inefficiency and de¬
mands for greater bureaucratic
control to create more waste, busi¬
nessmen are getting discouraged.
With the President wanting to
embark upon steelmaking, regard¬
less of the consequences to jobs
and savings of millions involved,
businessmen rightly question the
President's business acumen.

Give Freedom a Chance

Perhaps there are no longer
men left with the competitive
spirit. Perhaps all Americans
are fast becoming a bunch of
leeches unwilling to exert the in¬
dividual energy necessary to keep

this country great. I cannot be¬
lieve this. I am old-fashioned

enough to believe in America and
in those creative principles which
have made her great. I think Mr.
Truman needs to develop a similar
faith in our country. He needs
to add a fifth freedom to the

now famous four—namely—Free¬
dom of Enterprise.
The fruits of freedom will ripen

only if the social climate is con¬

ducive to good growth. The hu¬
man organism may have the ex¬

perience, knowledge, and neces¬
sary inheritance to develop into a
full-blown free man. But, how
humans use these assets and their

savings depends on environmental
factors which alone develop in¬
dustry, perseverance, competitive¬
ness, and self-reliance. In short,
the human organism must be ade¬
quately conditioned and moti¬
vated to "git up and git." This is
a lesson in elementary psychology
of human relations which Presi¬

dent Truman overlooks.

Government's True Function

If Mr. Truman is sincere in his

desire to fulfill his campaign

promises, he will try to remedy
his gross misunderstanding of
business functions. He will real¬
ize the importance of the com¬

petitive spirit and the profit mo¬
tive in a healthy and free national
economy. Government is justified
in preventing monopolies and as¬

suring that business is carried on

honestly; but otherwise politics
and business do not mix to make

prosperity.

Speaking at n joint meeting of
the Kiwanis and the Rotary Clubs
at Lake Wales, Florida, _on March
30, Mr. Babson predicted that
1949 would be a "fair" business

year, though he anticipated a

gradual decline in the general
economic picture. "I see no signs
of a crash such as we had in 1929,"
the speaker continued, "but only
a gradual decline. Instead of

falling out of the 20th story win-

down down to the sidewalk as we

did in<1929-32, we will calmly
walk downstairs to . the sixth or

eighth story and then go up
again." To support this belief he
outlined such government controls
as farm subsidies, larger pensions,
government housing plans, rent
ceilings, minimum wages, unem¬
ployment insurance, and : other
items as "cushions" designed to
slow any threatened crash.

Mr. Babson predicted that farm
income will be off about 15%,
wholesale prices about 10% and
retail prices about 5%. Wages
are expected to remain about the
same, he continued, with only scat¬
tered increases and practically no

drops.

As, to prices, he looked for

drops in gasoline, fruits and au¬

tomobiles, saying many goods are
now backing up on wholesalers

and raw materials in many lines
are piling up. He warned, how¬
ever, that > such drops may take
from six months to a year to show
up on the retail level.
Turning to labor relations, Bab¬

son said he doubted if the labor
leaders were going to get all they
expected and predicted that the
Taft-Hartley law, although it may
be changed in name, will still
retain considerable power.

G. H. Onderdonk Go.
To Be Formed in NY
C. Herbert Onderdonk is form¬

ing C. Herbert Onderdonk Com¬
pany with offices at 31 Nassau

Street, to engage in the securities
business. Mr. Onderdonk was a

partner in Winckler, Onderdonk
& co. ;
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BEVERAGE BDTTEES FDR THE \ATIIIX

Starting nearly fifty years ago with §30,000
capital and skilled blowers to blow the glass
by pipe and mouth, THE CHATTANOOGA
GLASS COMPANY has paralleled the rapid
growth of the carbonated beverage industry as
one of its principal suppliers of bottles.

Producing 14,400,000 bottles per month, the
Company ships in carload lots into every state
of theunion. Its bottles are used by all the
well-known soft drink companies, as well as

proprietary medicine manufacturers; its glass
containers-by preserving and kindred lines,
and its fruit jars by the home canning industry.

Raw materials for glass, such as silica sand,
potash of soda, borates, phosphates, and metal¬
lic oxides, are found 'in abundance in Ten¬
nessee. The Company's well equipped labora¬
tory is constantly pioneering better and
stronger glass, with the result that Chattanooga
Glass- is known throughout the bottling in¬
dustry as a product of extreme toughness.
With a modern plant equipped with the latest,
automatic machines, The Chattanooga Glass
Company today ranks as one of the leading
manufacturers of carbonated beverage bottles
in America.

This is another advertisement in the series published for more than 10 years by Equitable
Securities Corporation featuring outstanding industrial and commercial concerns in the
Southern states. Equitable will welcome opportunities to contribute to the further/
economic development of the South by supplying capital funds to sound enterprises.

NASHVILLE

DALLAS

KNOXVI LLE

BIRM i NGHAM

NEW .ORLEANS

MEMPHIS Securities Corporation

NEW YORK

HARTFORD

CHATTANOOGA

GREENSBORO

AND

JACKSON. MISS.

322 UNION STREET, NASHVILLE 3.

Brownlee O. Currey, President.

TWO WALL STREET, NEW YORK 5.
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Conflicting;Factors in Business Outlook
By PAUL w. McCRACKEN*

Associate Professor of Business Conditions, University of Michigan

Professor McCracken holds, since persistent spending beyond receipts produces inflation, a tendency to
cut back spending relative to receipts could be at battom of present softening of business activity. Lists
soft spots in current business activity as: (1) mark-downs of consumer durable goods; (2) reduced
.scale of capital expenditures; (3) decline in export surplus; and (4) heavy taxation along with gov¬
ernment cash surpluses. As reassuring factors in si.uation sees: (1) rise in rate of consumer spending;
(2) continued demand for new capital and new construction; (3) heavy volume of foreign trade; and

(4) needed outlays for public improvements. Urges greater man-hour productivity.

A Bewildering Game

We are currently engaged in an anxious game of charades. The economy is putting on
its act, and a very perplexing one it seems to be. Just what, we are nervously asking our¬
selves, should this act of soft spots amid boom business levels be called? There is, of course,

no shortage or^
answers — a

business burp;
recession; de¬
pression; dis¬
inflation; a

temporary

pause.. . .

We would
all agree that
1948 was a

peak boom
year. A gross
national prod-
uct of $255
billionwas $23
billion above

the previous
, V year, and con¬

siderably more than double even
the best prewar years. It was, of
course, true that rising prices
were largely responsible lor these
record dollar figures, but the real
volume of production was at peak,
capacity levels. In a very real
sense the typical American was

enjoying the highest real standard
of living ever witnessed by this
country or, for that matter, any

part of the world.
The close of 1948 also witnessed

emerging soft spots in business

Paul W. McCracken

*An address by Professor Mc¬
Cracken, presented to Bank Study
Conference, Escanaba, Michigan,
sponsored by the Michigan Bank¬
ers Association.

activity, symptomatic of which
was the decline in the general
price level. From its August peak
of 169.5 the wholesale price index
drifted persistently downward to
162.2 by the end of the year, and
to 156.9 by the week of Feb. 12.
Thus by the middle of February
the wholesale price index had de¬
clined by 12.6 points or approxi¬
mately 7%. .

Having beseeched the gods for
so long to bring the postwar in¬
flation to a close, we seemed to
be less than entirely enthusiastic
that our petition was being
granted. What we had apparently
almost forgotten was that the
secret of permanent, sustained
prosperity with declining prices
has yet to be found and that de¬
clining prices, which in them¬
selves seem desirable, are usually
associated with and signify some

softening of the general economic
situation. The recent situation has
been no exception, as the reports
of increased unemployment and
reduced production schedules
seem clearly to indicate.

What we have apparently
wanted are prices always rising
but never getting any higher. In
that 'way the price level Neould
exert its maximum bullish impact
on business activity; and at the
same time there would occur no

deterioration of the dollar's pur¬

chasing power through marked-up
price tags.
When, however, the softening

of prices seemed to be associated
with a tapering-off of business ac¬

tivity generally we became ap¬

parently less keen, about the pros¬

pects.
Important questions, long half-

forgotten, began to emerge. Do
these things mean that we are on
the verge of a collapse of business
activity generally? Is this merely
another of those transitory inter¬
ruptions to the persistent, postwar
march of prices up the inflation¬
ary spiral? Are we soon to find
ourselves bedeviled, as just prior
to the war, with an economy suf¬
fering from incipient anemia?
These are becoming increasing¬

ly insistent questions. It is evident
that we must treat them with
some respect.

How To Look at the Problem

We can, broadly speaking, look
at the business, picture in one of
two ways. On the one hand we
can add the value of all the hair¬

cuts, refrigerators, shoe strings,
porkchops, automobiles, and other
goods and services produced and
sold during the course of the year.
This gives us what has come to
be called our gross national prod¬
uct — in 1948, $253 billion. Of

(Continued on page 44)

New Issue

$3,460,000

Gity of Houston, Texas
2%% and 23A% Bonds

Dated May 1, 1949. Principal and semi-annual interest (May 1 and November 1) payable in
New York City. Coupon Bonds in denomination of $1,000.

Interest Exempt from Federal Income Taxes
Under Existing Statutes and Decisions

These Bonds, issued for various purposes, in the opinion of counsel named below are general
obligations of the City of Houston, payable both principal and interest from ad valorem taxes
which may be levied upon all the taxable property therein, within the limits prescribed by law.

AMOUNTS, MATURITIES, COUPONS AND YIELDS
Amounts Due May 1 Coupons Prices to Yield

$2,235,000
1,225,000

1950-79

1950-74

2Vz%

23/4%

.90% to 2.80%

.90% to 2.75%

(Accrued interest to be added)

The above Bonds are offered subject to prior sale, for delivery when, as and if issued and received by us
and subject to the approval of legality by Messrs. Reed, Iloyt

and Washburn, Attorneys, New York City. •. , - .

The National City Bank of New York

RobertWinthrop & Co. F. S. Smithers & Co. Provident Savings Bank &Trust Company
Cincinnati

First Southwest Company Fahey, Clark & Co. Westheimer and Company

Fridley & Hess Ellis & Co.

April 4, 1949.

By WILLIAM J. McKAY

The downward economic trend that has long been obvious here
still receives little official acknowledgment in Canada and Britain.
This apparent reluctance to recognize a change in the economic at¬
mosphere is, however, by no means inexplicable. Unlike this country,
Britain and to a lesser degree,<f>— ——— —-——-—
Canada, are surrounded by a

hedge of restrictions and controls
that tends to obscure the immedi¬
ate shifts in world economic
movements. Such insulated econ¬

omies are slow to feel the effect
of external change. Furthermore
the bureaucracies responsible for
the direction of strictly supervised
economies invariably a^t on the
statistics of the past and not on

the probable trend of the future.

For this reason Canadian and
British officialdom still continue
to bask in the comfortable glow
of the very satisfactory trade fig¬
ures for 1948. Recognition of the
transition from a seller's to a

buyer's market will be forthcom¬
ing only when the statistics of
several periods show successive
declines. Even then before con¬

structive action can be taken a

mass of red tape entanglements
must be removed. At this stage
also it is almost inevitable that

political considerations will pre¬
sent further impediments to di¬
rect action. In the case of Canada

the Liberal administration is un¬

willing to take any step that
might be considered as backtrack¬
ing on their action in raising the
parity of the Canadian dollar in
1946. Similarly the British Social¬
ist Government feels itself com¬

mitted to the $4.03 pegged pound;
the elaborate artificial system of
exchange restrictions moreover

lends itself admirably to the So¬
cialistic scheme of nationalization
and bureaucracy.

The concomitants of pegged
currencies— restrictive exchange
controls, bilateral trade agree¬

ments, import barriers against
hard-currency exporters, uneco¬
nomic purchases in soft-currency
areas, barter deals—place unsur-

mountable obstacles in the path of
freer world trade. Consequently
the unwillingness of countries
with overvalued currencies to face

the fadt that current economic
conditions call for corrective ac¬

tion in the field of foreign ex¬

change, is directly counter to the
present U. S. concepts of freer
world trade based on multilateral

convertibility of currencies. It is
also believed now the abnormal

period induced by wartime condi¬
tions has come to an end, that it is
logical that currency artificialities
should likewise be corrected. The

first stage of the Marshall Plan

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

has permitted European economic
recovery; it is not desirable that
the next phase of the operation
of ECA assistance merely serve to
perpetuate wartime controls and
unrealistic currency levels.
It is inevitable that a devalua¬

tion of the pound would bring
pressure to bear on the Canadian
dollar. Although there is little
doubt that the official dollar could
be maintained at its present par¬
ity, the vulnerable New York
market for free funds would un¬

doubtedly reflect the fears of pos-
;m»e devaluation of the official
dollar. This in turn would prob¬
ably induce liquidation of part of
the large holdings' in this country
of Dominion internal bonds. In
view of the extremely restricted
nature of the unofficial market

the discount on free funds could

reach a level which would seri¬

ously embarrass the Canadian au¬

thorities in their efforts to main¬
tain the offical dollar at par vis-a¬
vis the U. S. dollar. Therefore in
the event of the inevitability of
sterling devaluation the best in¬
terests of Canada might be served
by joining Britain and other soft-
currency countries in a construc¬
tive step toward foreign exchange
realism.

* * »!«

During the week external bonds
continued firm but inactive and
the internals were also strong
with the longest Victory loan at
92 Yz bid. Free funds eased slight¬
ly but the 'corporate-arbitrage
rate again moved ahead to 11V2%
bid. Stocks were irregular with
the industrials moving slightly
higher led by the paper group.
Base metals on the other hand
were generally lower but the
Western oils after a slow start fi¬

nally forged ahead. Uranium
properties were also in good de¬
mand and there was exception¬
ally heavy trading in Nicholson
Mines. Golds following an up¬

ward surge on persistent reports
of higher gold prices subsequently

gave ground on profit-taking,

Buying of gold shares on renewed
anticipations of imminent cur¬

rency changes was not confined to

Toronto; Johannesburg, London,
and New York have already reg¬

istered strong speculative demand
based on sirhilar reasoning.

Milfon Williams, Others
WilhHornblowerWeeks

(Special to The Financial Chronicle)

; CHICAGO, ILL. — Russell S.
Aagard, Jr., Reuben J. Claussen,

t

Milton L, Williams

and Hugh D. Habberstad are now

associated with Hornblower &

Weeks, 134 South La Salle Street.
Mr. Williams was formerly Exec¬

utive Vice-President of Wadden,

Williams & Co.; prior thereto he
sxroo ixritH CrnttpnHpn Rr Cn

V;

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 169 Number 4792
t, * THE COMMERCIAL & FINANCIAL CHRONICLE

New Issues

"

'
- -

J $48,375,000 : : V' rv:''

New York City Housing Authority
5%, 41/2%, 4%, 3l/2%, 31/4%, 3% and 2%% Bonds

The unconditional guaranty of The City of New York of the payment of |botf> principal and interest will be
r * : - : i 1 endorsed upon each bond. i

Dated June I. 1949 Due June I, 1951-99, incl.

Bonds maturing on or after June I, 1957 are redeemable prior to maturity at the option of the Authority on June I, 1956, or any interest payment date thereafter
as a. whole, or in part in the inverse order of their numbers, at a redemption price of par and accrued interest to date of redemption plus a premium of 5% of their
par value if redeemed on or before June I, 1961; or a premium of 4% of their par value if redeemed thereafter but on or before June I, 1966; or a premium of 3%
of their par value if redeemed thereafter but on or before June I, 1-97J; or a premium of 2|/2% of their par value if redeemed thereafter but on or before June I, 1976;
or a premium of 2% of their par value if redeemed thereafter but on or before June I, 1986; or a premium of 1% of their par value if redeemed thereafter.

Principal and semi-annual interest, December 1 and June 1, payable at the principal office of the Fiscal Agent of the Authority, The Chase National Bank of the
City of New York. Coupon bonds in denomination of .$1,000, registerable as to principal only, or as to both principal and interest,

with the privilege of reconversion into coupon bonds at the expense of the holder.

In the opinion ofbond counsel, the bonds together with the interest thereon, are exempt from all taxation by the United States by the existing provisions of the
United States Housing Act of 1937, as amended and supplemented, and the Internal Revenue Code of the United States, as amended and

supplemented, and are exempt from all taxation by the State of New York, or any political subdivision thereof, under •

provisions of the Public Housing Law, Chapter 44"A of the Consolidated Laws of the State oj New York

Legal Investment in the State of New York, in the opinion of bond counsel, for Savings Banks and all other Banks, Trust Funds and Fiduciaries, Insurance
Companies and all public bodies and public officers

AGGREGATE AMOUNTS, COUPON RATES, MATURITIES AND YIELDS OR PRICES

•

$14,710,000

14,345,000

Nostrand Houses Bonds, Project N<\ NYC-11
Glenwood Houses Bonds, Project No. NYC-12

$ 9,170,000 Sedgwick Houses Bonds, Project No.
10,150,000 Parkside Houses Bonds, Project No.

NYC-14

NYC- \ I
f // r T \] Yield or

.Amount; Coupon Due Yield * Amount Coupon Due Yield Amount Coupon Due Price Amount Coupon Due Price

$385,000 5%.. 1951- •85% •
-

$672,000f 31/4% 1964 2.50% $ 940,000 3%
~

1976 2:80% - $1,339,000 3% 1988 @ 100
405,000 5 1952 -I.I 0 - 695,000 23/4 ' * 1965/ 2.55 967,000 3 1 1977 2.85 ^ *

• " 1,381,000 3 1989 @ 100
_ 424,000 5;- 1953 1.30 714,000 23/4 : ; 1966 2.55 996,000 3 1 1978 2.85 1,420,000 3 ; 1990 @ 100
448,000 5 1954; 1.50 733,000 .23/4 .; 1967; 2.60 1,025,000 3 1979 2.90 1,464,000 23/4 1991 @ 95
467,000 5 /;.f 1955 1.70 753,000 23/4 1968 2.60 1,059,000 3 1980 2.90 1,503,000 2% J 992 @ 95
493,000 5 1956, 1.90 772,000 23/4 ; 1969 2.65 1,088,000 3 1981 2.90 1,545,000 23/4 '1993 @ 95
516,000. 5 1957 2.10 796,000 2%F 1970 2.65 1,122,000 3 1982 2.95 1,588,000 23/4 1994 @ 95
543,000 4'/2 1958 2.20 1" 816,000 .2% * 1971 2.70 1,157,000 3 1983. 2.95 \ 1,631,000 2% 1995 @ 95
566,000 4 ~ 1959 2.25 839,000 23/4 1972 2.70 1,191,000 3 r 1984 2.95 1,677,000 2% 1996 @ 95
589,000 3'/2 ■- I960: 2 30 862,000 3 1973 2.75 ■

1,226,000 3 '1985 @ tOO - 1,724,000 2% 1997 @ 95
608,000 3'/4 1961 2.35 887,000 3 1974 2.75 1,262,000

*

3 1986 @ 100 1,770,000 2% 1998 @ 95
631,000 3'/4 1962 2.40 914,000 3 1975 2.80 1,302,000 3 -1987 @100 1,819,000 2% 1999 @ 95
651,000 : 31/4 1963 2.45

(Accrued interest to be added)

The above Bonds are offered when, as and if issued and received by us and subject to approval of legality by
Messrs. Caldwell, Marshall, Trimble and Mitchell, New York, N. Y., Bond Counsel for the Authority.

* ' V;

r The Chase National Bank The National City Bank of New York

Chemical Bank & Trust Company Halsey, Stuart & Co. Inc. ' C. J. Devine & Co. Harris Trust & Savings Bank The Northern Trust Company; ,, inc.

Union Securities Corporation - Bear, Stearns & Co.

The Philadelphia National Bank Bqrr Brothers & Co.

Salomon Bros. & Hutzler

The Marine Trust Company
:*of Buffalo "

A. G. Becker & Co. ;Y i
Incorporated ,

.

Carl M. Loeb, Rhoades & Co.
2'..' • 1 : i ■

• Green, Ellis & Anderson

The First National Bank
of Portland, Oregon

R. H. Moulton & Company
"

i f ; Los Angeles
C. F. Childs and Company

Incorporated Hayden, Stone & Co.

Bacon, Whipple & Co.
. • - Chicago „ . • .. _ -

Newhard, Cook & Co.
St. Louis

Andrews & Wells. Inc.

Fahey, Clark & Co. _
Cleveland'

.i",

New York, April "6, 1949

City National Bank & Trust Company
"

Kansas City

Trust Company ofGeorgia (. Central Republic Company W. H. Morton & Co.
.

i Incorporated Incorporated

E. F. Hutton & Company ' Laurence M. Marks & Co. National State Bank F. S. Smithers & Co.
i - Newark *

.

Baker, Weeks & Harden William Blair & Co. J. C. Bradford & Co. Paul H. Davis & Co. Martin, Bums & Corbett, Inc.
. • J/-,. *'-• Chlca9° Nashville

_ Chicago Chicago
The Robinson-Humphrey Co. Schwabacher & Co. Shearson, Hammill & Co. Robert Winthrop & Co.

Fidelity Union Trust Company
Newark

Weeden & Co.
Incorporated

Atlanta

Robert W. Baird & Co., Inc.
'• Milwaukee

Laird & Company

San Francisco-

BartOW Leeds Co.

Rand & Co.

The Boatmen's National Bank
St. Louis

Stern Brothers & Co.
Kansas City

Courts & Co.
Atlanta

Wheelock & Cummins, Inc.
Des Moines
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Pennsylvania Brevities
Early settlement of the 11-year-old reorganization of the Pitts¬

burgh Railways Co. through an amended plan of reorganization that
involves substantial concessions on the part of the Philadelphia Co.,
parent concern, was indicated April 1 by Edward O. Boshell, Chair¬
man and President of the Stand-^
ard Gas & Electric Co., of which
the Philadelphia Co. is a sub¬
sidiary.
."'In an outline of the proposed
method of satisfying numerous
claims brought by stockholders of
the companies in recent years, Mr.
Boshell said that since hearings
were suspended in the Federal
courts on January 4 representa¬
tives of Standard Gas and Electric
Co. and the Philadelphia Co. have
held meetings with interested par¬
ties.

The basic features of the amend¬

ed plan, which Standard's direc¬
tors have decided to ask the Phil¬

adelphia Co. to propose, are:

(1) The reorganized company,
which would acquire the
properties of Pittsburgh Rail-
ways, would have a capital

.'} i structure of bonds and com¬
mon stock. The new company

'' would assume $3,000,000 of
J- equipment obligations of
,f Pittsburgh. .« , ; .

(2) Cash accumulated during the
■ reorganization would be dis-

"L1 tributed in an amount not less
"

than $17,000,000.

American La France >

Bausch and Lomb

Dayton Malleable Iron
Haskelite Manufacturing /

Hydraulic Press Manufacturing
Stromberg-Carlson Co.

— ★ —

H. M. Byilesby & Company
.•/>. PHILADELPHIA OFFICE >

Stock Exchange Bldg., Phila. 2
Telephone Teletype

RIttenhouse 6-3717 PH 73

Cambridge Bldg. 3s 1953
N. E. Walnut & Juniper 5s 1963

Phila. Warwick Common s :

John J. Felin & Co. Common

Lehigh Valley Coal
5s 1954-64-74

De Long Hook & Eye Common

Samuel K. Phillips & Co.
Members Philadelphia Stock Exchange
! Packard Bldg., Philadelphia 2

■

Teletype N. Y. Phone
PH 375 COrtlandt 7-6814

j Atlantic City Elec. Com.
Interstate Power Co. Com.

I Merchants Distilling Com.
I Nor. Ind. Pub. Serv. Com.

j Phila. Elec. Co. Common
Richmond Cedar Wks. Com.

■i Bought—Sold—Quoted ;
,

E. H. Rollins & Sons
Incorporated ' "*

PEnnypacker 5-0100

j 1528 Walnut St., Philadelphia 2
1

New York Boston* Chicago

Ht

i j. Trading Department Active in
. 1 j

ij Western Pennsylvania
! Issues
T ■ i '
jc Direct Wire to New York City

CHAPLIN and COMPANY
: I; Members

N. Y. Stock Exch. Pitts. Stock Exch.
New York Curb Exch. (Assoc.)

JOth Floor, Peoples Bit. Bldg. 61 Broadway
:

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

Bell System Teletype—PG 473

(3) A maximum of $23,000,000 of
bonds and cash, and about
49% of stock, would be allo¬
cated to the Philadelphia Co.,
which would be relieved of all

guarantee and lease obliga¬
tions.

The Pennsylvania RR. on

April 6 awarded to Halsey,
Stuart & Co. Inc., at competitive
bidding, an issue of $9,990,000
equipment trust certificates,

bearing a 2y2% coupon. The
issue, awarded on a bid of 99.67,
is being reoffered by the bank¬
ers at prices to yield from 1.25%
to 2.70%, according to maturity.

*

7 • ' 1 ' 4J4 # - $•.

The Climax Fire Brick Co.,
Climax, Pa., proposes to sell
$225,000 first mortgage and col-

- lateral trust 5% serial bonds,
through S. K. Cunningham &
Co., r Inc. of Pittsburgh. The
bonds would be offered at prices
ranging from 98 to 100, accord¬
ing to maturity.

\,
. .❖ ❖ #

ACF-Brill Motors Co., Philadel¬
phia, during th'e year 1948 reduced
its bank loans by $2,100,000, or to
$3,400,000 at the year-end, on
which date the company entered
into a term loan agreement with
the banks providing for the fol¬
lowing maturities: $400,000 to be
repaid on or before June 30, 1949,
and $3,000,000 in three annual in¬
stalments of $1,000,000 each on
Dec. 31, 1949, 1950 and 1951. The
company has reduced the amount
due June 30, 1949 by pre-payment
of $200,000 in February, 1949. Net
sales for 1948 amounted to $27,-
268,922, as compared to $43,066,-
795 in 1947. Consolidated net loss
for the year 1948, after recovery
of $90,000 previously provided for
Federal income taxes, amounted
to $3,327,568, as compared to a
net profit of $221,718 for the pre¬
vious year.

Governor James H. Duff, Jr.,
Governor of Pennsylvania, has
signed a bill to hasten the plans
of the Delaware River Joint Toll

Bridge Commission to construct
a new $12,000,000 bridge be¬
tween Trenton, N. J., and Mor-
risville, Pa.

The law also provides for a

$3,000,000 approach to the JBuskill
Street Bridge in Easton, Pa. The
law gives the Commission the
right to close streets or take over
land without consent of the mu¬

nicipality. Plans to float a $15,-
000,000 bond issue to finance the
projects have been delayed by the
refusal of Morrisville Borough to
consent to the improvements as
well as a court test of the validity

of the City of Easton's resolution
authorizing the project.

•''""-l

The Panther Valley Finance
Corp of Lansford, Pa., intends to
offer 1,025 shares of 5% pre¬
ferred stock at par ($100) and
dividend, through Fitzgerald &
Co. The proceeds will be used
for working capital.

$ * *

Net sales of Warner Co., Phila¬
delphia, for 1948 were $16,678,299,
an increase of 33% over net sales
of 1947. Of this amount $11,482,-
525, or 68.8%, were by the build¬
ing material division, and $5,195,-
774, or 31.2%, by the lime and
stone divisions. Net income for
1948 after all charges amounted
to $2,275,897, which compares with
$1,580,535 for 1947, equal respec¬
tively to $4.79 and $3.33 per share
on the outstanding common stock.
The management of Warner Co.

is presently renegotiating with
The Penn Mutual Life Insurance
Co. to extend its first mortgage
obligation for a period ,of four
years, namely to a new maturity
date of 15 years from Oct. 1, 1948.
In the amended mortgage, provi¬
sion has also been made for addi¬
tional funds of $965,000 which will
be available to the company if
needed before June 30,1949. These
funds may be used if the company
decides to make additional im¬
provements and enlargements to
its properties.

$ # #

The Bell Telephone Co. of
Pennsylvania has issued invita¬
tions for bids for the purchase
as a whole of $25,000,000 25-
year debentures Sue April 15,
1974. Bids will be opened April
12. Proceeds of the issue will
be used to repay advances from
the American Telephone & Tel¬
egraph Co., parent, used in con¬
struction and improvements to
company's properties.

Consolidated net income of Phil¬

adelphia Co. and all of its sub-,
sidiaries, except Pittsburgh Rys.!
Co. and other street railway and
motor coach subsidiaries, amounted
in 1948 to nearly $7,000,000, which
is approximately $600,000, or 10%,
greater than that for 1947. After
dividends on preferred stocks of
Philadelphia Co., the balance of
consolidated net income amounted
to more than $4,600,000 (89 cents
per share of common stock of
Philadelphia Co.), an increase of
more than 15% over 1947.
•vV.:;<* * *

Buckley Brothers of Philadel¬
phia are offering 90,000 shares
of common stock ($1 par value)'
at $2.50 per share of Montgom¬
ery Chiropractic Hospital, Inc.
of Norristown, Pa. Of the shares
offered 20,000 are being sold on

behalf of existing stockholders.
The net proceeds of the 70,000
shares being sold for the hos¬
pital wilt be $14(1,000 if all the

shares being offered are sold.
The hospital intends to apply
'the proceeds as received to im¬

provements to the property, X-
ray, chemical laboratory, bac¬
teriological laboratory, etc., and
working capital.

% :f: ; . .v.sjU''.' <

The stockholders of H. J. Heinz

Co., Pittsburgh, has approved a
resolution increasing the author¬
ized indebtedness up to $20,000,-
000. The company has already
arranged to borrow $15,000,000
from five institutional investors

at an interest rate of 2.90%. The
proceeds will be used for expan¬
sion of the company's properties
in Pittsburgh.

# * *

The long-range outlook for
aluminum is decidedly optimistic
because today's demand for the
metal is apparently based on its
own merits rather than on short¬

ages of other metals and materials,
according to Aluminum Co. of

America's annual report to stock¬
holders released April 1.
Consolidatedr net v income for

1948 was $39,941,367, as compared
with $30,025,588, the adjusted fig¬
ure for 1947. After deduction of

preferred stock dividends, the net
income per share of common stock
in 1948 amounted to $7.66. The
adjusted 1947 income per common
share was $5.63. There was no
•change in the common stock out¬
standing, and dividends of $2 per
share were paid on the common
in 1948, which is the same rate as
was paid in 1947. The 1948 annual
report indicated that a situation
in which demand for aluminum

persistently exceeded the ability
of the industry to supply the metal
prevailed through all of 1948. The
abnormal demand continues to be

influenced by the relatively low
price of aluminum as compared
with other materials, the report
said, as well as by general con¬
sumer acceptance of aluminum's
usefulness and the prevailing high
rate of industrial activity.

N. Y. Cily Housing Authority Bond Issue Offered
by Chase-National Gify Bank Group

Offering of new issues of $48,375,000 New York City Housing
Authority 5%, 4%%, 4%, 3l/2%, 3%-%, 3%, and 2%% bonds was
made on April 5 by a group headed jointly by The Chase National
Bank and The National City Bank of New York. The bonds are scaled
from a yield of 0.85% to a dollai^

Underwriters

and

Distributors

STROUD & COMPANY
~ Incorporated

PHILADELPHIA 9

ALLENTOWN • PITTSBURGH NEW YORK SCRANTON LANCASTER

price of 95 and mature from June 1,
1951 to 1999, inclusive.
Bonds maturing on or after June

1, 1957 are redeemable prior to
maturity at the option of the Au¬
thority on June 1, 1956 or any in¬
terest payment date thereafter at
prices ranging from 105% for re¬
demptions made on or before June
1, 1961 down to 101% for bonds
redeemed after June 1, 1986. Pay¬
ment of both principal and inter¬
est is unconditionally guaranteed
by the City of New York.
J In the opinion of bond counsel,
the bonds are legal investment in
Ihe State of New York for. savings
banks and all other banks, trust
funds and fiduciaries, insurance
companies and all public bodies
and public officers.
Associated with The Chase Na¬

tional Bank and The National City
Bank of New York in the offering
are: Chemical Bank & Trust Com¬

pany; Halsey, Stuart & Co. Inc.;
C. J. Devine & Co., Inc.; Harris
Trust & Savings Bank; The North¬
ern Trust Company; Salomon Bros.
& Hutzler; Union Securities Cor¬
poration; Bear, Stearns & Co.; The
First National Bank; The Marine
Trust Company; The Philadelphia
National Bank; Barr Brothers &
Co.; R. H. Moulton & Company;
A. G. Becker & Co. Inc.; C. F.
Childs & Company, Incorporated;
City National Bank & Trust Com¬
pany; Hayden, Stone & Co.; Carl
M. Loeb, Rhoades & Co.; Trust
Company of Georgia; Central Re¬
public Company, Incorporated; W.
H. Morton & Co., Incorporated;
Fidelity Union Trust Company;
Green, Ellis & Anderson; E. F.
Hutton,& Company; Laurence M.
Marks & Co.; National State Bank;
F. S. Smithers & Co.; Weeden &
Co., Incorporated; Bacon, Whipple
& Co.; Baker, Weeks & Harden;
William Blair & Co. J. C. Brad¬
ford & Co.; Paul H. Davis & Co.;
Martin. Burns & Corbett, Inc.;
Newhard, Cook & Co.; The Rob¬
inson-Humphrey Co.; Schwa-
bacher & Co.; Shearson, Hammill
& Co.; Robert Winthrop & Co.;
Andrews & Wells, Inc.; Robert W.
Baird & Co., Inc.; Bartow Leeds
Co.; The Boatmen's National Bank;
Courts & Co.; Fahey, Clark & Co.;
Laird & Company; Rand & Co.;
Stern Brothers & Co.; Wheelock
& Cummins, Inc.

With John Douglas & Co.
(Special to The Financial Chronicle)

OMAHA, NEB.—Edwin C. So-
rensen is now with John Douglas
& Co., Inc., Insurance Building.
He was formerly with Central
Republic. *• ' t -

Lee Miller Jones Joins
Fahnestock in Chicago

(Special to The Financial Chronicle)

CHICAGO, ILL. — Lee Miller
Jones has become associated with
Fahnestock & Co., 135 South La
Salle Street. He was formerly
with Detmer & Co. and Dempsey
& Company.

;

Joins Baldwin, White
(Special to The Financial Chronicle)

BOSTON, MASS.—William J.
Leary has become affiliated with
Baldwin, White & Co., 30 Federal
Street, members of the Boston
Stock Exchange. He was previ¬
ously with J. Arthur Warner & Co.

Stephenson,
Leydecker Adds

: (Special to The Financial Chronicle)

OAKLAND, CALIF.—Joseph C.
Davenport is with Stephenson,
Leydecker & Co., 1404 Franklin
Street. y-;y'\. ' .

With Central Republic
(Special to The Financial Chronicle)

CHICAGO, ILL.—Robert T. Irv¬
ing has been added to the staff of
Central Republic Company, 209
South La Salle Street, members of
the Chicago Stock Exchange.

With Albert Theis & Sons
(Special to The Financial Chronicle)

ST. LOUIS, MO.—Albert Theis
III has joined the staff of Albert
Theis & Sons, Inc., 314 North
Fourth Street, members of the
St. Louis Stock Exchange.

Now McDonald, Evans Co.
KANSAS CITY, MO.—The firm

name of McDonald & Co., Finance
Building, has been changed to
McDonald, Evans & Co.

Williams With Hutton
(Special to The Financial Chronicle)

LONG BEACH, CALIF—Harold
B. Williams is now with E. F.
Hutton & Co., 219 East Broadway.

Joins Blyth Staff
(Special to The Financial Chronicle)

• BOSTON, MASS. — John O.
Sachau has been added to the staff
of Blyth & Co., Inc., 75 Federal
Street.

With Townsend, Dabney
(Special to The Financial Chronicle)

BOSTON, MASS.—James A.
Doherty, Jr., is now with Town-
send, Dabney & Tyson, 30 State
Street, members of the New York
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News About Banks
CONSOLIDATIONS

NEW BRANCHES

NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

and Bankers

The Bank of the Manhattan Company started a week long cele¬
bration on April 4, to commemorate the 150th anniversary of the

J. Stewart Baker Graham B, Blaine Lawrence C. Marshall

granting by the New York Legislature on April 2, 1799, of the charter
under which it still operates. The bank is one of less than 10 Ameri¬
can banks now in existence whose^

history goes back into the 18th
century. Its main place of busi¬
ness at 40 Wall Street has re¬

mained the same throughout the
past century and a half. The Bank
of Manhattan is the only bank in
which the City of New York and
the State of New York are share¬
holders and in addition it has
functioned as depository of the
city since 1804 and as transfer

agent of the State since 1818.
One of the lobby platforms in

the main office has been trans¬
formed into a historical exhibit
over which towers a 9V2 feet by
12 feet series of charts entitled

"Background for Tomorrow." The
curves chart "a century and a half
of economic instability, but of
great progress." Another chart
outlines "150 years of booms and
busts" and still another the de¬

velopment of wholesale prices and
a third chart lists the deposits of
the bank in this period to popu¬
lation statistics, industrial produc¬
tion and national income.
The anniversary festivities will

include a visit to "the greatest
show on earth" when the bank's

2,502 employees and their families
.will attend the Ringling Brothers
circus Friday evening at Madison
Square Garden.- Employees and
officers and their families are ex¬

pected to fill the 14,000 arena.
When the Manhattan Company

was founded, some 60,000 people
lived on the southern tip of Man¬
hattan Island. There were no sew¬

erage facilities and the entire com¬

munity depended on local wells
for its water requirements.
It was the fire hazard and the

fear of yellow fever which de¬
scended upon the city periodically
that were responsible for the
founding of the Manhattan Com¬
pany. Aaron Burr, a legal and
political rival of Alexander Hamil¬
ton, conceived the idea of a water
company for the City of New
York.

. The $2,000,000 capital of the
water company was over-sub¬
scribed by 376 shareholders at $50
a share. The shareholders' list
included the Mayor, Aldermen and
"Commonality of the City of New
York." However, not all of the
company's capital was required to
finance the water system, and on

May 15, 1799, the Board passed
a resolution to employ surplus
capital "in discounting proper se¬
curities." •• S;.;v;vv
The original 376 shareholders

have grown in the past 150 years
to more than 29,000 stockholders
residing in every State of the
Union and many foreign countries
and territories. In the first year
the Manhattan Company had 16
employees receiving a total annual
remuneration of $11,950, whereas
the payroll; for the 2,504 employees
in 1948 totaled $8,309,765.
\ In the first quarter of the, new
company's.existence directors pur¬

chased a house from one George
Scriba for $30,000 which today is

part of the site at 40 Wall Street
where the main office of the bank
of the Manhattan Company is
located. In addition, 53 branches
are maintained throughout the
city. The first year was extraordi¬
narily successful. Nine months
after the company opened for busi¬
ness directors voted a first divi¬
dend to stockholders of 2y2%.

However, growing political ten¬
sion accentuated the personal con¬
flict between Aaron Burr and
Alexander Hamilton culminating
in the fateful duel in 1804 at Wee-
hawken in which Hamilton was

killed. The dueling pistols used
on this occasion are now part of
the historical museum of the bank.

Burr,r who had become increas¬
ingly unpopular, was dropped
from the board in 1802.

The water company operation'
proved none too successful and
were finally discontinued in 1842
when the Croton water system was

opened by the City of New York.
Before that, however, directors
decided to sell' the water works
to the city and a charter amend¬
ment was granted by the Legis¬
lature in March, 1808, which gave
the State an option to buy 1,000
shares of Manhattan Company
stock. This was exercised in April
1809, at a price of $50,000. From
that day to this the State has re¬

ceived more than $800,000 in divi¬
dends, not counting stock purchase
rights. The yield on the invest¬
ment has been better than 6% for
the past 140 years.

One of the most spectacular de¬
velopments which the Bank ol
the Manhattan Company helped
finance, in cooperation with the
State of New York, was the build¬
ing of the Erie Canal. De Witt
Clinton, who sponsored the project
while he was Governor, served as
a director of the Manhattan Com¬

pany from 1803 to 1813. The bank
subscribed $250,000 to the first
Canal loan in 1817 and for many

years thereafter continued its sup¬

port of the waterway. An "Erie
Canal incident" occurred in 1858
when the New York Legislature
adjourned without having appro-

City Title Insurance Co.

First National Bank

West Point, Ga.

Manhattan Life Insurance Co.

Merchants National Bank

Mobile, Ala.

Wayne County Savings
- Honesdale, Pa.

Kenney & Powell
NEW YORK

priated funds to pay interest on
$12,000,000 outstanding Canal
bonds. The Comptroller of the
State appealed to the Manhattan
Company for a loan of $385,000
"to save the State from the dis¬
grace of having its obligations dis¬
honored." The request was granted
promptly "to protect the credit of
the State."

.Establishment of the bank's
branch offices throughout Greater
New.York began with the acqui¬
sition of the Bank of the Metrop¬
olis in 1911. A merger of the two
institutions was effected in 1918
and in 1920, the Bank of Long
island was purchased with 13 of¬
fices in the growing industrial
eenters of Queens and in the same

year the Bank of the Manhattan
Company merged with the Mer-
?hants National Bank, originally
founded by Alexander Hamilton
'to offset the growing influence of
ihe Manhattan Company."

The final liquidation of the
water company operations oc¬

curred Nov. 8, 1923, when the
Bank of Manhattan sold the prop¬

erty situated at Reade and Lafay¬
ette Streets, the site of the orig¬
inal water wells—124 years after
their first use.

J. Stewart Baker is Chairman,
Graham B. Blaine, Vice-Chairman,
and Lawrence C. Marshall, Presi¬
dent of this historic New York

banking Institution. The company's
total resources are now $1,166,-

906,551.
* * 1 *

THE CHASE NATIONAL BANK OF THE
CITY OF NEW YORK

Mar. 31,'49. Dec. 31,'48
' '■

$ i- -11(*- 1 $ 1 ■ i

430,548 4,631,471,581
,176,570 4,237,000,106

NATIONAL CITY BANK OF NEW YORK

: ; Mar. 31, '49 Dec. 31, '48
' ''''' '
ts, 1 ' '■*' / ■ j|i ■'

Total resources. 4,802,599,350 5,004,737,618
Deposits 4,444,516,006 4,643,112,364
Cash & due from

banks 1,419,660,247 1,532,119,431
U.S.Govt, secur¬

ity holdings.. 1,572,195,071 1,656,863,022
Loans and bills
discounted ... 1,393,086,182 1,422,290,652

Undiv. profits.. 42,888,789 41,363,989
'v-' v; vv/.'-r,

CITY BANK FARMERS TRUST COMPANY,
NEW YORK 1

Mar. 31, '49 Dec. 31, '48
.V'\r, •/; $ $
Total resources--.- 122,620,081 121,180,871
Deposits ; 89,677,305 88,162,629
Cash & due from
banks 19,133,266 24,260,705

U. S. Govt, secur¬

ity holdings. 85,176,429 81,048,716
Loans & bills dis¬

counted 3,925,004 794,038
Undivided profits.. 9.682.952 9,431,201

sIt *

UNlfED STATES TRUST COMPANY OF
NEW YORK

Mar. 31, '49 Dec. 31, '48
i,' § .. • , $',v'-Y

Total resources..*. 160,300,043 165,920,917
Deposits 127,620,083 133,239,094
Cash & due from

banks .... 27,111,631 28,375,863
U. S. Govt, secur¬

ity holdings „ 76,613,949 81,759,647
Loans & bills dis¬
counted 38,702,894 37,944,032

Undivided profits. 1,735,358 1,679,226
*

Total resources- 4,461,
Deposits 4,067,
Cash & due from
banks

U.S.Govt, secur¬
ity holdings..

Loans & disc'tsi 1,524
Undiv. profits 64

1!t

1,325,879,660 1,415,325,554

1,334 139,329
426,115

,463,453

1,482,077,657
1,482,834,294

62,763,580

J. P. MORGAN & CO., INCORPORATED,
NEW YORK

Mar. 31, '49 Dec. 31, '48

Total resources

Deposits
Cash & due from

banks ■

U. S. Govt, secur¬

ity holdings
Loans & discounts.
Undivided prolits

628,389,182 618,648,847
554,197,717 543,306,202

__ 183,213,732 187,304,814

217,635,937 237,450,540
183,076,123 153,818,698
1»,O80,7'M xo,4ii,d/,.

BROWN BROTHERS, IIARRIMAN & CO.,
NEW YORK

Mar. 31, '49 Dec. 31, '48
$ $

Total resources 224,228,544 223,152,803
Deposits -1 191,392,227 190,668,755
Cash & due from

banks ... 54,316,472 60,059,969
U. S. Govt, secur¬

ity holdings 51,963,872 50,535,865
Loans & discounts. 51,666,819 49,136,211
Capital & surplus.. 13,945,284 13,925,284

<8 sis sis

STERLING NATIONAL BANK & TRUST
COMPANY OF NEW YORK

Mar. 31, '49 Dec. 31, '48
$ $

Total resources 141,739,793 154,983,225
Deposits 133,993,492 147,214,223
Cash & due from
banks 39,798,153 (50,607,587

U. S, Govt, secur¬

ity holdings 68,664,335 71,279,810
Loan & bills dis¬
counted ________ 31,157,221 31,292,575

Undivided profits.. 784,601 733,614
«s <$ Us

V ' I; ' ' ' ■ ; • 3*. v.-

CENTRAL HANOVER BANK AND TRUST

COMPANY, NEW YORK

Mar. 31, '49 Dec. 31, '48
$ $

Total resources. 1,469,962,172 1,543,948,522
Deposits 1,325,645,849 1,400,785,092
Cash & due from
banks 422,143,859 448,562,353

U.S. Govt, secur¬

ity holdings— 491,795,352 590,524,777
Loans and bills
discounted ___ 477,487,588 425,538,437

Undiv. profits— 30,075,849 29,550,435

CLINTON TRUST COMPANY, NEW YORK
. ; , i Mar. 31, '49 Dec. 31, '48

Total resources_ii__ $25,371,622 $25,586,292
Deposits 23,499,999 23,728,109
Cash & due from =>

banks
. 7,057,148 7,717,544

U. S. Govt, secur¬

ity holdings— 11,269,913 10,187,920
Loans & discounts- 5,645,611 5,989,714
Surplus and undi- :

vided profits— - 865,385 853,482
>if «k: /

GRACE NATIONAL BANK, NEW YORK

'','-Zy;.: ] Mar. 31, '49 Dec. 31, '48
V ' ' ' V V. ' I '.<• ' $ 1 i! • $

Total resources—. 104,396,424 111,170,456
Deposits 92,605,598 99,072,287
Cash & due from
banks 29,260,039 33,648,410

U. S. Govt, secur- .

ity holdings.—— 44,349,801 45,362,231
Loans. ..St ..hills- dis- - . .• * •

counted 22,960,605 25,533,089
Surplus and undi-
vided profits— 4,288,824 4,219,295

.

ri * * \ Sis /'

The National City Bank of New

York announced on April 4 the
removal of its Calcutta, India,
branch to quarters in the new

Bombay Mutual Life Assurance

Co., Ltd., building, corner of Ex¬
change Place and Pollak Street.
This branch was formerly located
at 10 Hastings Street.
This move to new, modern and

spacious quarters allows the bank
to service more adequately the
banking needs of its clients. Na¬
tional City also maintains a branch
in Bombay at 293 Hornby Road,
Fort.

Sit *

GUARANTY TRUST COMPANY OF j
NEW YORK

Mar. 31,'49 Dec. 31,'48;
$ $ I

Total resources. 2,757,990,219 2,784,677,095
Deposits 2,309,540,276 2,330,236,749
Cash & due from

banks 697,335,740 662,439,641
U.S. Govt, secur¬

ity holdings— 920,757,578 959,610,638
Loans and bills

discounted —_ 1,012,290,014 1,034,440,981
Undiv. profits— 69,303,286 66,390,333

;:r:.v* * $ • .■. ; . i

MANUFACTURERS TRUST COMPANY,
- NEW YORK

Mar. 31, '49 Dec. 31, '48
$ $ .

Total resources. 2,284,465,405 2,389,776,620
Deposits 2,111,607,798 2,223,382,873
Cash & due from

banks 675,610,338 722,470,035
U.S. Govt, secure--,,

ity holdings— 939,830,630 970,586,261
Loans and bills * *

discounted 572,763,556 605,91*1,891
Undiv. profits.. 29,581,941 28,316,109

(Continued on page 22)

$9,990,000
(Second and Final installment of a proposed issue of $19,995,000)

Pennsylvania Railroad
Equipment Trust, Series W

2Vz% Equipment Trust Certificates •

(Philadelphia Plan)

To mature annually $666,000 on each November 1, 1949 to 1963, inclusive

To be guaranteed unconditionally as to payment ofprincipal and dividends by endorsement by
The Pennsylvania Railroad Company

Priced to'yield 1.25% to 2.70%, according to maturity

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

such of the undersigned and other dealers as may lawfully offer these securities in such State.

HALSEY, STUART &. CO. INC.

A. G. BECKER & CO.
INCORPORATED

R. W. PRESSPRICH & CO.

HORNBLOWER & WEEKS

L. F. ROTHSCHILD & CO.

FREEMAN & COMPANY

HIRSCH &. CO. THE ILLINOIS COMPANY

McMASTER HUTCHINSON &. CO.

April 7, 1949. *.. • ,

GREGORY & SON
INCORPORATED

OTIS & CO.
(INCORPORATED)

F. S. MOSELEY & CO.

FIRST OF MICHIGAN CORPORATION

GRAHAM, PARSONS &, CO. HAYDEN, MILLER & CO.

WM. E. POLLOCK &. CO., INC.

MULLANEY, WELLS & COMPANY
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■ATIONAL
securI

Prospectus upon request from w

your investment dealer, or from "

NATIONAL SECURITIES &

RESEARCH CORPORATION
120 broadway, new york 5. n. y.

mm

111

1

E.MrtV««WMI
H°Vn\uUs t0'sltMlsL—sM4'2500 Russ

Fundamental

Investors Inc.

Proipectut from your Investment Dealer or

HUGHW. LONG & CO.
iNcoR»ORA!to ■■■;; A ■

48 WALL STREET, NEW YORK 5, N;Y.
,Ol ASCII IS * ' CHICAGO

Keystone
Custodian

Fund,
Certificates of Participation in

INVESTMENT FUNDS

investing tlieir capital

IN

BONDS
(Series B1-B2-B5-B4)

PREFERRED STOCKS
(Series K.1-K.2)

COMMON. STOCKS
(Series S1-S2-S5-S4)

<

Prospectus front
your local investment dealer or

He Keystone Company
ot Boston

50 Congress Street
Boston 9, .Massachusetts

MutualFunds

A By HENRY HUNT . V • * '

Diversification a la Shakespeare
Venetian merchants and ship-owners used diversification of risk

centuries ago. As Antonio in The Merchant of Venice put it, "My ven4
tures are not in one bottom trusted." v

Diversification of risk is a cardinal principal of sound investing
—a principle successfully followed by people of means for generations-

Life'and fire insurance companies use the principle today—the
basic reason for their outstanding records of successful operation. ;

Large endowment arid trust funds rely on diversification of risk
to insure themselves against the human equation of error.

Yet many investors with moderate capital—men and women whq
can least afford to take chances—f-fail to take advantage of this safe¬
guard.

Some of these investors may not realize that stocks or bonds;
casualty selected for investment frequently show poorer results than)
the general market.

Other investors possibly feel that their capital is too small tq
permit diversification of risk.

Yet there is a way which provides the man with but $500 as wide!
diversification as the man with $500,000, a way that is both sound and;
economical.

This way is the mutual investment company way, a way. thatj
enables you to obtain through a single purchase an interest in 100 or
more leading American corporations. „

Wouldn't you like to join the more than 700,000 shareholders whoj
currently have approximately $1,500,000,000 invested in leading
mutual investment companies?—From a recent folder issued byi
Calvin Bullock.

_ i
Chemicals From Oil

Motorists who use "Prestone!' in their cars are using something!
that ushered in the greatest development in the American chemical
industry—petroleurh chemistry, i

Prestone is the trade name given by Union Carbide & Carbori
Corp. to ethyleiie glycol—known (widely as a permanent anti-freezei
solution. It was first made alcng with other things ..from' natural;
gas in a few shacks down in West Virginia 25 years ago. Nowj
Carbide's "magic island" in the Kanawha River in the same state
is one of the chemical centers of the world, with plants worth over'
$100 million.

Today the prbductioh of/petroleum chfemistry ruhs into 'billions]
of pounds and its startling progress has put the coal tar chemical
business in the shade. ; .

The.great oil"-companies have always been chemical companies
in the. sense that they have been using more and more intricate;
chemical processes to get rpore and better gasoline out of petroleum
It wasnff long before they s^iw that they could not only make gaso¬
line, but all sorts of synthetic chemicals by shuffling around the
molecules in their basic raw material. Today, nearlyevery big oil;
company has an up and coming chehiical division, and nearly every;
up and coming chemical company is up to its neck in petroleum
chemistry. The latter companies now produce about 85% and
petroleum companies about 15% of the total annual value of

petroleum chemicals.—From Chemical Fund's "Test Tube."

A Balanced Bond Fund
"Most investors know that there is a wide variance in the quality

of common stocks—all the way from very conservative to very specu¬
lative. They endeavor as a matter of course to take advantage; Of1

1 i X

WA

THE LORD-ABBETT

INVESTMENT COMPANIES

Affiliated
Fund, Inc.
Prospectus 'upon request

Lord. Abbett & Co.
New York — Chicago — New Orleans — Los Angeles

SHARES OF CAPITAL STOCK OF

Prospectus may be obtained from

your local investment dealer, or

THE PARKER CORPORATION
ONE COURT STREET. BOSTON 8, MASS.

See adjoining page for the 13th in the series of
PROMINENT PERSONALITIES

in the Mutual Fund Industry.

this fact by greater emphasis cn volatile > issues in times of good
outlook, and by increased concentration on conservative issues in
periods of uncertainty. . 7 ; ' '

"It is not as widely recognized that there is almost as great, a
variance in the degree of risk represented by bonds. Yet, from
U. S. Government bonds at the one extreme to obligations selling for
a few cents on the dollar at the other, a wide difference as to quality
does exist. Because it is balanced, and holds bonds of many different
grades, Union Bond Fund can take advantage of this fact.

'"^he investment policy under which this balanced bond fund
operates is simple and logical. The objectives can be summarized as
follows: 'i■ ,\ '

"Among the investments there always are some prime investment
bonds and some good-grade bonds; and when bond prices are iow or
m a normal range, there are some speculative bonds.

, ■ :•
When bond prices are low and the opportunities for profit! are

great, there is a large percentage of the investments in bonds chosen
cor high income and profit possibilities. ' ' . 7

"When bond prices are in a normal range, the amounts of prime
investment bonds and good-grade bonds are substantially increased
and the amounts of speculative bonds are reduced. "

«■/• "When bond prices are high and therefore the opportunities, for
profit are less, emphasis is placed upon preservation of capital and
the investments are confined largely to prime investment bonus for
stability and good-grade bonds for income,-with little or no holdings-
in the more speculative type of bonds.

"The investments of the Fund are restricted at all times to bonds
paying interest. This gives reasonable assurance that there will be
continuity of dividend payment's over a long period of years."
—From a Lord, Abbett folder on Union Bond Fund.

investors Diversified

Services, New Name |
7 MINNEAPOLIS, MINN.— In-'!
vestors Syndicate, national dis-j
tributor of' investment securities '
with headquarters in Minneapolis,'1
has changed its name to Investors1!
Diversified Services, Inc., with fil-' j
ing of notification of change of!
name with the Secretary of State
of Minnesota by E. Crabb/
President of the company. Au¬
thorization-' of the1 change was'
voted' by stockholders at an ad¬
journed special meeting March 1,
1949.

Major reasons for the change
were to make the name more de¬
scriptive of the functions and
services now being performed by
the company, and to remove any

possibility of confusion with the
names of subsidiary and affiliated
companies.
The desire on the part of the

stockholders for a change in name
resulted from the diversification
of the company's activities. Or-;
ganized in 1894 as an investment
company issuing and distributing
its own face amount certificates—
investments paid for on an in¬
stallment basis—Investors Syndi¬
cate in 1941 discontinued its own

issuing operations but simultane¬
ously began the distribution of face
amount of certificates of its

wholly owned subsidiary, In-i
vestors Syndicate of America, Inc.
Subsequently, additional sub¬

sidiary and affiliated companies
were formed, including Investors
Syndicate of Canada, Ltd., In¬
vestors Mutual, Inc., Investors
Selective Fund, Inc., and Investors
Stock Fund, Inc. Another subsid¬

iary, Investors Syndicate Title &
Guaranty Co. (New York) had
b^en organized earlier.:
The parent company—Investors

Syndicate—continues its sales op¬
erations as underwriter and dis¬
tributor for these companies, and
also became investment manager
for each company as well as con¬

tinuing to be an investment com¬

pany and manager of its own
portfolio; "

As of Dec. 31, 1948, Investors
Syndicate, now Investors Diversi¬
fied Services, Inc., and subsidiary
and affiliated companies had
combined assets in excess of $580,-
000,000. Assets of the parent
company alone were $283,030,000,
compared to $160,248,000 in 1940.
At the same time the Mortgage
Department through its 18 princi¬
pal offices in the United States
and Canada, was servicing ap¬

proximately $332,000,000 in mort¬
gages and is new the sixth largest
source of mortgage money in the
country. As investment manager,
the company has built an exten¬
sive research department for use
of its own and subsidiary and af¬
filiated companies, which, as of
Dec. 31, 1948, was managing more
than $219,000,000 of investment
securities.

LOW PRICED

SHARES
of

Group Securities, inc.

a prospectus on request

from your investment dealer or

DistributorsGroup, Incorporated
63 Wall Street, New York 5, N. Y.

Hoffman to Manage -

Amott, Baker Branch
WASHINGTON, D. C.—Amott,

Baker & Co., Inc., announces the
opening of a
branch office
in Washing¬
ton, D. C., un¬
der the man-

agemento'f
John M. Hoff¬

man, formerly "
President of

Mitchell,
Hoffman &

Co., Inc.
Associa t e (L

with M r.

Hoffman in

the new

Washin g t o n
office will be
F. Clark

Helms, Edwin D. Sampson/ Miss
Sophia E. Fry, B. Hansford Wills,
G. Leslie Sampson, L. M. Beynon,
and Malcolm David Voci.
The new branch is located at

1424 K Street, N, W.

With Coliu Corp.
Jose D. Andrade and S. M. Roth

have become associated with the
Cohu Corporation, 1 Wall Street,
New York City, in the retail dis¬
tribution of mutual funds.'

John M. Hoffman
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S. Waldo Coleman

Prominent Personalities in
The Mutual Fund Industry
(Thirteenth of a series)

S. WALDO COLEMAN

President, Commonwealth Investment Co. /

Sixty-seven-year-old S. Waldo Coleman is a native son
of California and head of San Francisco's fast growing
Commonwealth Investment Co., a mutual fund, as well as
the North American Investrhent Corp., a closed-end (trust
of the leverage type. His companies,
located in the Russ Building,; can always
count cn a friendly landlord, as he is also
1 resident of the Russ Buildihg Co.

Although "Commonwealth" was or¬

ganized in 132 and has an excellent per¬
formance record, its growth was slow
ai d its shares were sold only in the
West up to a couple of years ago when
national distribution was inaugurated.
Since that time shareholders and net

assets have approximately doubled to a

present, total of nearly $6,000,000.
Mr. Coleman, its founder, became

interested in the investment company

idea in the middle '20s after a trip to,
England where he became acquainted
with the British and Scottish type in¬
vestment trusts. At that time Mr. Cole¬
man was a successful public utility executive, but in 1925
lie organized the North American Investment Corp. as a
"side line." In 1928 he resigned as President of Coast Coun¬
ties Gas & Electric Co. to devote his full time to the invest¬
ment company business.

Mr. Coleman is a firm believer in broad diversification
of risk. To quote him: "Possibly because of my interest in
the British and Scottish investment trusts it was natural
to lean towards very wide diversification. I have not changed
rr,y point of view with regard "to that; in fact, the com¬

plexities of world conditions make me a still stronger advo-
c ate of wide diversification. I believe there is every indi¬
cation that unsettled world conditions may continue for
many years. , We must adapt ourselves to accepting this
age of uncertainty and carry on business accordingly.* These
very uncertainties have enhanced the desirability of open-
end mutual investment companies as a medium for the in¬
vestment of savings."
. • Mr. Coleman also believes in encouraging the little fel¬
low to save and invest his money systematically. "Common-
Wealth" has a "Multiple Purchase Program" whereby in¬
vestors may at no extra charge invest small sums ($50 and
up) at regular periods with all distributions being auto¬
matically reinvested. ., r

A graduate of the University of California, Waldo's prin¬
cipal hobby is hiking in the Sierra Nevada Mountains where

he has a summer camp 7,500 feet above sea level. He is
also an ardent accordion player, a hobby he took up at the
tender age of 60!

ANNOUNCEMENT .

INVESTORS SYNDICATE

will henceforth be known as

INVESTORS DIVERSIFIED SERVICES, INC.
• ' ■ ' •'»!

. ■ v';;,--'- •

Founded in 1894, Investors Syndicate enters its
55th year under the more descriptive name of
Investors Diversified Services, Inc. As a nation¬
al distributor of investment securities and as

the nation's sixth largest source of mortgage
money, the firm manages assets in excess

of $580,000,000. The change of name was

voted at ameeting of the stockholders, in order
to acguire a name that more clearly describes

- the company's present broad field of services. •

AffiliatecT^and subsidiary companies are as follows:,.

V INVESTORS SYNDICATE OF AMERICA, INC. .
'

• ' ''•***; .-. '• ^

INVESTORS MUTUAL, INC. '
•

•. .' U< • ■'

- INVESTORS SELECTIVE FUND, INC. I

INVESTORS STOCK EUND, INC.

INVESTORS SYNDICATE TITlfe & GUARANTY CO.

INVESTORS SYNDICATE OF CANADA, LTD.

—I,

ROANOKE BUILDING, MINNEAPOLIS, MINNESOTA

Beneficial Indusl'l Loan
Earned $3.14 on

Common in 1948
Compares with $2.56 per share ;

: in previous year. : • !
Beneficial Industrial Loan"Corp.

has released its annual report for
1948 which shows net earnings
were $8,012,503, equal after pre¬
ferred stock dividends to $3.14 per
share of common stock, compared
with $6,431,432 and $2.56 for 1947.

During the year 1948 the busi¬
ness of the company reached a
new high mark in volume of busi¬
ness transacted,*number of cus¬
tomers served, outstanding loans
at the year - end and profits
earned.

Instalment notes receivable at

year-end were $134,503,123 and
volume of business of the loan
officer exceeded a quarter of a
billion dollars.

The report has been prepared
along unique lines demonstrating
how this large loan system fur¬
nishes "A Financial Service to tne
American Family." It is illus¬
trated with many photographs of
the operation of the business and
typical families and their homes
served by 475 small loan offices
in the United States and Canada.
This year for the first time the
company is advertising its report
in a broad list of media. Copies
of the report may be obtained
from the Beneficial Industrial
Loan Corp., 1300 Market Street,
Wilmington 99, Del.

S. Albert Trimarco With
Francis I. du Pont & Co.

(Special to The Financial Chronicle)

CHICAGO, ILL.—S. Albert Tri¬
marco has become associated with
Francis I. du Pont & Co., 200
South La Salle Street. He was for¬

merly with Fred W. Fairmarf &
Co. and in the past with Hemphill
Noyes & Co.

With King Merritt
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Paul Frank and Thomas J. White

have become affiliated with King
Merritt & Co., Inc., 220 Mont¬

gomery Street. Both were previ¬

ously with First California Co.

Sell Mutual Funds as Wony-
Chaseis, Says Vernon Vivian

As Reported by DOUGLAS K. PORTEOUS

Funds income continuity and relative portfolio stability in times
of market stress cited by leader.

,r. .With 30 years of Wall Street experience as a foundation, Vernon
Vivian, Vice-President of Hugh W. Long & Co., Inc., made suggestions
on how to sell MUTUAL INVESTMENT FUNDS, at the New York
Institute of Finance last Tuesday, April 5. In early February of this

Vernon £. Vivian

year when the <$>-
stock market

declined, there
were some

hectic times
in many bro¬
kerage offices;
anxious tele¬

phone calls
from clients,
etc. On the
other hand the
salesmen who
have special¬
ized in Mutual
I n v estment

Funds went

through this
period entire- >

ly without disturbance or phone
calls because their clients had
been sold upon a Long Range In¬
vestment Program. Mr. Vivian
advises that sales arguments and
representations should be very
modest or understated. At the
same time, he feels that three def¬
inite promises can be made at the
time of the sale, namely, (1) Your
investment edifice can never be

destroyed, (2) Your income will
never stop, (3) Your personal
Trust Fund held in Mutual Invest¬
ment Funds will never fail to re¬

cover with the general stock mar¬
ket (and the record shows that
recovery is faster in mahy cases).

Client Exposure Vital

Mr. Vivian believes sales are

made Almost in direct ra^io to ex-
postfte to clients. The right time
to employ competent management
of one's money is always NOW.
The customer must like you and

he must have confidence in your

integrity, knowledge and judg¬
ment—these are the prime requi¬
sites. The customer is motivated
to transact business primarily be¬
cause of his emotions; unfor¬
tunately, fact and reason play only
a minor part.

don't try to sell too many. Mul¬
tiplicity of funds for consideration
will lead to prospect confusion—
a confused man is often suspicious
and a suspicious man does not act.
Never knock the merit of a

competitor's fund as this brings
about suspicion of the merit of
your own offering.
His experience indicates the

methods of Fund selling should
differ widely from the methods of
selling securities. Selling the Idea
of Management Ability to cope
with future developments is the
"keynote" of Fund selling on the
retail level. This removes the

necessity of mention of individual
securities.
Other practical suggestions in

keeping with this keynote were

given, for instance, sell as a Con¬
tinuing Program— as a plan of
building an estate for one's selfj
one's wife and children. Sell dol¬

lars, not shares. Sell the advan-<
tages.
Always try to sell the larger

investor because he better under¬
stands your language and objec¬
tives, then too, your accomplish¬
ments are bigger and so are your
commissions. . :

Set an objective for each client
to attain, such as, a $50,000 Trust
Fund. Then watch him bring m
his additional funds to effect ac¬

complishment. This, incidentally,
eliminates competition.
:r The vast new army of investors
or of first time investors — so

\videly publicized in the last cou¬
ple of years—was mentioned as
available prospects. Nevertheless,;
Mr. Vivian recommends selling
the "officers" in this army, .or,
selling the more wealthy of this
group. The lower bracket of this
new army of would-be investors
are beset with the higher cost of
living. As Archie of Duffy's Tavern
said: "It's the Dollar, in reality

Know your various funds and now the Half Dollar."

This announcement appears as a matter of record only and is under no circumstances to be construed as an offering of these ~
shares for sale, or as an offer to buy, or as a solicitation of an offer to buy, any of such shares.

The offering is made only by the Prospectus.
NEW ISSUE

PLAYBOY MOTOR CAR CORPORATION

1,000,000 SHARES COMMON STOCK, CLASS A,

20£ Preferential Dividend Series

PAR VALUE $3 PER SHARE

1,000,000 SHARES COMMON STOCK, CLASS B,

PAR VALUE 5^ PER SHARE

Offered in Units of 1 share of Common Stock, Class A, and 1
share of Common Stock, Class B, and transferable only in such
units until March 31, 1950; thereafter transferable separately.

price $3.50 per unit of shares

V''.•/- , •

' " •

Copies of the Prospectus may be obtained within any State
from the undersigned only by persons to whom the under>
signed may regularly distribute the Prospectus in such State.

Aetna Securities Corporation
111 BROADWAY, NEW YORK 6, N. Y.

Telephone WOrch 4-6400

April 5,1949. ( , - 4; V.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



16 (1516) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, April 7, .1949

NSTA Notes

SAN FRANCISCO SECURITY TRADERS ASSOCIATION,
The Spring outing of the San Francisco Security Traders Asso¬

ciation, will be held Saturday and Sunday, May 14 and 15 at the
Diablo Country Club located in nearby Contra Costa County and, as

usual, accommodations will also be available Friday, May 13. Guest
fees will be $20 for Saturday night and $10 for Friday night and
with the program planned,"all are assured of a good time.

The Stock Market Outlook
(Continued from first page)

possible nearby change in direc¬
tion, are all diverse.
The minor trend has been up

since the low points cf 170.56 on

the Dow-Jones industrial average
and 46.04 on the rail average
reached on Feb. 25. Since that
time, the market has been in a

uptrend channel with the March
30 high of 179.19 surpassing the
previous March 14 high of 177.66
and the March 23 low of 174.32
holding above the previous Feb.
25 low of 170.56. Ability to pass
179.19 would indicate a continua¬
tion of the minor uptrend while
a decline below 174.32 would

change the trend to down.' The
comparable figures on the rails
are 49.86 and 46.98.
The intermediate trend has

been down since the June, 1948,
high of 194.49 on industrials and
the July high of 63.23 on the rails

and, as yet, there has been no

indication of a change in trend.
The decline from the 1948 highs
reached lows of 175.99 and 57.42
in September. The pre-election
rally highs in October of 190.88
and 62.37 failed to penetrate the
previous highs. The downtrend
was definitely established when
the September lows were deci¬
sively broken in November and
new lows of 170.35 and 51.69 were

reached. The early 1949 rally car¬
ried back to highs of 182.50 and
54.93. On Feb. 25, the lail aver¬
age reached a new low at 46.04
but the industrial average held
at 170.56, a few cents above the
Nov. 30 low of 170.35. Ability of
the industrials to penetrate pre¬
vious high of 182.50 would change
the present downtrend.
The major trend is best de¬

scribed as sideways. A Dow
theory bull market signal was

given last May but it proved
short-lived. According to some
followers of Dow, a bear market
was signalled in November, but
again, at least so far, it has failed
to follow through. Actually, for
31 months, the industrial average
has fluctuated between a closing
price level of roughly 193 and
163, or 30 points. This is a 15%
range and is the narrowest and
longest trading range in 50 years.
The nearest approach is the 17%
range for 25 months in 1922-1924.
It is interesting to note that the
sequel to the long compression of
1922-1924 "?as the 'f^rrvms bull
market of the "twenties."

The Outlook

So much for the factual data,
what is the future ou+look for
stock prices? As we start the sec¬

ond quarter of 1949, I see no rea¬

son to change my forecasts of

James N. itay Joins
D. Cerf, Jr. Go.Floyd

CHICAGO, ILL.—Floyd D. Cerf,
Jr. Co., Inc., 120 South La Salle
Street, announces the opening of
a trading department to be in

charge of James N. Bay, who has

joined the firm as Vice-President.
Mr. Bay was formerly associated
with Fred W. Fairman & Co.,
Chicago. /

Dec. 15 and Jan. 5. At that time,
I stated that while I expected
earnings in 1949 to be 10% to
33%% lower than in 1948, I be¬
lieved that the^ lows for 1949
would be reached in the first
three months of 1949 and the low
will not be much, if any, below
the November, 1948, low of 170.35.
1 further stated that the last

three-quarters of the year would
witness a gradually rising trend
with a possible testing of the 1946
high of 213.
The inability of the industrial

average to penetrate the June
high in October, built up a broad
distributional area which indi¬
cated a decline to 172-165. The
fact that the average held above
the November low of 170.35 in

February indicates the probability
that the lows have been reached.
The minor uptrend since the Feb¬
ruary low has met resistance in
the 178-182 supply area. At the
moment, the industrial average is
wedged between the / overhead

supply at 178-182 and the down¬
side support at 176-174. It may
be necessary to spend some fur¬
ther time'in broadening out the
base, but an eventual testing of
the 1949 high of 182.50 seems in
order. Ability to penetrate that
level would indicate 195-200.
The rail average also built up

a broad distributional area in the
June-October period in the 64-58
range. The downside indication
was 52-49. That was what

prompted my Dec. 15 opinion that
the rails would not sell much
below 50. That proved quite in¬
accurate as the low was almost 46.

The rails appear to have reached
their lows, .but the intermediate
upside progress may be a bit more
labored than that of the other

groups. The rails appear quite
oversold and any near-term ad¬
vance could be quite dynamic as
there is little upside resistance
between the present level of ap¬

proximately 49 and the next con¬
gestion area between 52-54. How¬

ever, there is strong upside resist¬
ance in that area, and even if it
is penetrated there is another up¬
side resistance level at 58-60. The

pattern on individual rail stocks
is quite diverse. While I formerly
favored the western and transcon¬
tinental roads, the technical pat¬
terns now suggest that some of
the eastern, southern and south¬
western roads have better inter-
mediate-term appreciation possi¬
bilities.

The utility average possibly has
the most constructive technical
pattern. The average is now
around 35. Ability to reach 36%
would confirm the bullish poten¬
tial formation and suggest an in¬
termediate objective of 42.
It might be interesting to tabu¬

late the possible percentage ap¬
preciation, from present levels to
the highest intermediate - term
upside potential, of the three
averages:

While this comparison favors
the rails, it is not certain that the

rail average will be able to pene¬
trate the 52-54 upside resistance.
In that event the rise would be

equal to only 10%, based on a
potential high of 54. ...

Technical Patterns of Individual
Issues

As for individual issues and

groups, the technical patterns
show that, as always, selection
will be of prime importance. The
best-acting groups in the past few
months have been the defensive
groups such as the tobaccos,
chemicals, utilities, better-grade
food and chain stores, drugs.
Also groups that have already had
drastic price declines, such as air¬
lines, aircral'ts, moving pictures.
This type of action may continue,
but other groups may also enter
the picture.
I believe selected oil stocks,

particularly during periods of
market weakness, present an out¬
standing purchase at around pres¬
ent levels.
From a fundamental viewpoint,

I believe the sharp declines from
the 1948 highs have over-

discounted the probable decrease
in earnings in 1949. Oil stocks,
in the past, have usually sold at
a rather high price to earnings
ratio. For example, as reported
in a recent "Journal of Com¬
merce" article by Dwight Moody,
the average price to earnings ratio
of 30 oil companies during the
1936-1939 period was about 14
times earnings. This high ratio
was due to the growth possibilities
and the more or less depression-
proof character of the industry.
People usually heat their homes
and drive their cars regardless of
business conditions and, as the
population grows, the demand in¬
creases.

Today, however, these same 30
stocks are selling at pn average
of less than five times 1948 earn¬

ings, or about one-third of the
1936-1939 average. Also, yields
are substantial, even though pres¬
ent dividend payments are at a

record low ratio to earnings. At
present prices, oil stocks appear
to be discounting at least a 50%
decline in earnings. Such a de¬
cline would appear to be out of
line with the outlook. Crude

prices may be cut in the near

future, but any such cut, if it
develops, should be only moder¬
ate. It would appear that 1949
earnings may be 15% to 25%
below the record 1948 earnings.
This drop would be largely due to
the unusually mild winter and
the rigid restrictions on the use
of oil burners because of past
shortages of fuel oil. This has
resulted in a piling up of inven¬
tory and price cuts in the East.
In the West, extreme cold and
storms have cut down driving and
gasoline consumption. These
situations are temporary and with
increased oil burner installations
and normal weather conditions,
demand will again increase.
Furthermore, even with a decrease
in earnings, present dividends
should be fairly secure as expan¬
sion outlays are in a declining
trend.

The technical action of the oil
group seems to bear out this
fundamental background. The
technical indications of the price
trends in the oil group have been
rather accurate in the past three
years. The group built up excel¬
lent base patterns in the period
between October 1946 and early
1948. The upside objectives out¬
lined by these base patterns were
reached in mid-1948 and profit-
taking in this group was advised
in this letter at that time. Dur¬

ing mid-1948, distributional pat¬
terns were built up. The down¬
side objectives outlined by these
top formations were reached, in
most instances, during the first
two months of 1949. The down¬

side objectives of the more im¬
portant oil stocks have been given
in past letters. The most recent
compilation was presented in our
letters of Feb. 25 and March 1.
For the past few weeks, the ma¬

jority of oil stocks appear to be
in the process of forming another
strong base formation. More time
may be required to enlarge this
pattern but, in the meantime, most
oil stocks appear to be in a buying
area in the lower part of the 1949
trading range.

Other Groups
I believe there are some inter¬

esting opp ortunitiesin other
groups also. There are several

building issues that appear at¬
tractive, particularly in the ce¬
ment group and those engaged in
school building, road building and
public works. Some of the ma¬

chine groups, particularly those
engaged in labor-saving devices,
also appear attractive. While the
rail average may be sluggish,
various individual issues appear
quite dynamic. Numerous utili¬
ties, airlines, television, retail
stores, liquors and various special¬
ties appear attractive. As a gen¬
erality, I would say that the
better-grade companies will be
the leaders in the 1949 advance.
The marginal companies should
be avoided for the time being.
They will come into the picture
at a later date. I have not men¬

tioned individual issues, but if
you are interested I will be glad
to send you my recommended list.
As for the longer term, I am

very bullish. For the last two

and a half years, I have con¬
sistently considered the 170-160
area as a long-term buying range.
This area may or may not be en¬
tered again. I consider the whole
31-month range of 160-195 (163-
193 closing prices) to be a vast
accumulation area that may be
further broadened during 1949-
1951. At the moment, the upside
indications are 240-250. I expect
this base to be eventually broad¬
ened. It is not necessary that the
averages again react into the 160-
170 area for this broadening
process, although this may occur
at some later date". The other

probability is, that after a rise
to 200 or above, a reaction back
to somewhere around 190-175

might also broaden the upside po¬

tential. While I believe that
business indices will probably not
reach their lows until 1950 or pos¬

sibly 1951, that is no indication
that stock prices will follow the

same pattern. The great major¬
ity of issues may have already

reached their lows. I am still of

the opinion that the usual postwar

pattern will be followed after
business has reached its low at

some indeterminate period in the
next two years. The low will be
at a level considerably above any

prewar levels. I believe we will

have a long period of extremely

good business and that the aver¬

ages sometime in the middle of
the late '50s will reach a level

above the 1929 highs.

Now
Industrials ~-,176
Rails „ 49

Utilities 35

1947-48

High
193

65

37%

Upside
Potential

200

60

.42

Possible

% Rise
13%
22%
20

Warns Restoration of Wagner Act May
Be Unhappy Experience

Guaranty Trust Company of N. Y. in its monthly publication recalls
obstacles imposed by former Wagner Act were among causes which
impeded healthy recovery of business in prewar years. Says present

law is not repressive.
"Passage of legislation that would restore most of the inequities

and economic depressants of the Wagner Act at a time when de¬
mand is visibly subsiding could become a major factor in precipitat¬
ing a situation that no one interested in the country's welfare could
possibly desire," states the Guar-"^
anty Trust Company of New York
in discussing the new Federal
labor bill in a recent issue of
"The Guaranty Survey." Quota¬
tions from the article follow:

"Employers of labor seem gen¬

erally agreed that the obstacles to
successful industrial operations
imposed by the Wagner Act were
among the causes for the failure
of production and employment to
achieve a healthy recovery in the
years that preceded the war. The
monopoly power that unions
quickly gained under the protec¬
tion and encouragement of the act,
together with the specific paralyz¬
ing restrictions on management's
freedom of action, set up an al¬
most insurmountable barrier to

enterprise, especially at a time
when demand was weak, prices
were low, and the outlook for
profits was correspondingly un¬
certain. At such a time, when the
main hope of recovery in produc¬
tion and employment lies in a re¬
duction of costs, union rules tend
to delay or prevent such a reduc¬
tion, with the result that recovery
is seriously impeded. This effect
was very noticeable during the
years of depression before the war
and probably offers a partial ex¬

planation of the unprecedented
magnitude and persistence of the

unemployment problem at that
time.

Present Law Not Repressive

"The Taft-Hartley Act, which
has been so violently and per¬

sistently attacked by union lead¬

ers, actually provides only mild
and partial restrictions on monop¬

olistic power. In no way are the

legitimate activities of labor or¬

ganizations curtailed. Their gen¬

eral immunity to the antitrust
laws and to the use of injunctions

is not affected. Only a very lim¬
ited use of injunctions is permit¬
ted, solely upon petition by gov¬
ernment officials, and solely when
an unfair labor practice has oc¬

curred, when there is strong evi¬
dence of an unlawful strike or

boycott, or when there is a threat
to public health or safety. In au¬

thorizing unions to sue and be
sued in Federal courts, the law
merely applies to labor organiza¬
tions the same rules and responsi¬
bilities that are accepted by other
groups as a matter of course.
Every provision of the law that
might be interpreted as a blow at
union security is in fact a blow at
recognized abuses, and the law ac¬

tually stops far short of complete
elimination of such abuses. No
one could seriously claim that the
definitions of unfair labor prac¬
tices are more stringent with re¬

spect to unions than to employers.
These points seem to be rather
widely recognized by the rank
and file of union members, who
have shown strong approval of
many of the law's provisions, even
while echoing their leaders' indis¬
criminate resentment against the
act as a whole.

"The lasting welfare of labor
cannot be promoted by a public
policy of blind adherence to a par¬

ticular method of handling labor-

management relations, regardless
of the actual effects of that

method on production and em¬

ployment. Even under existing
legislation the recuperative pow¬

ers of industry in a period of eco¬
nomic adversity may well be ques¬
tioned. To restore the Wagner Act,
with its open encouragement of
monopolistic conditions and prac¬

tices, would be to invite a repeti¬
tion of the unhappy experience of
the prewar decade."
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ADVERTISEMENT ADVERTISEMENT' ADVERTISEMENT

CANADIAN PACIFIC RAILWAY COMPANY
Sixty-Eighth Annual Report of the Directors, Year Ended December 31, 1S48 (Abridged)

'C,:' V'4',

HIGHLIGHTS
r ' .' ' ■

1: ^ 1948 1947

Gross Earnings _ _ - —1--
]

$355,249,702 $318,585,919

Working Expenses ______ - 336,830,536 295,693,730

Net Earnings —— 18,419,166 22,892,189

Ratio, Net to Gross Earnings _ r——\
• : ■ ■

5.2% 7.2%

Other Income __ $ 24,864,949 $ 24,788,927

Interest and Rental Charges _ _ _ _ _ 15,890,264 15,787,174

Preference Stock Dividends—4% __ _ 4,557,682 4,557,682

Ordinary Stock Dividends—5%^ : 16,750,000 16,750,000 .

Balance for Modernization and Other Corporate Purposes 6,086,169 10,586,260

Tons of Revenue Freight Carried One Mile (thousands) _ 7. 25,218,400 26,201,731

Revenue per Ton Mile of Freight _ 1.13c 0.95c

Revenue Passengers Carried One Mile (thousands) 1,523,514 1,665,585 .

Revenue per Passenger Mile ____ 2.48c 2.40c - .

Total Pay Rolls _ __ _____ $229,969,419 $193,960,029

Employees, All Services _ _ ___ ___ __ 86,578 83,528

Average Annual Wage _ $2,656 $2,322

•• '..r '.vv,.;'v.•"

i" ••••:. . • ■ . '•••;'• •••••• :i •; i" •' . • < ••• , . .. - \ «

•7 " 7;7';:7 »■

: f •

To the Shareholders:

The high and profitable level of industrial activity
which prevailed during 1948, with good crops in the West
and a condition of almost full employment throughout
Canada should have assured to your Company fair re¬

turns from its rail operations.

On the contrary, while gross earnings at $355 million
reached a new peak, net earnings1 were lower than those
of any year since 1905. The reason is found in uncontroll¬

able costs on the one hand and rigidly regulated rates
and revenues on the other.

- The rate of return on the net investment of your

Company in railway property in 1948 was 1.8%. In the
same year, on a comparable basis, the average rate of
return earned by Class I railroads of the United States
was 4.38%.

.-An increase of 21% in Canadian class and commodity

rates, with certain exceptions, over the level prevailing
since 1922 was made effective April 8, 1948, by order
of the Board of Transport Commissioners, dated March
30, 1948. The overall increase, because of the fixed statu¬
tory grain rates, amounted to only 16% on the revenues

from the tonnage handled. The benefit which might have
been expected from this increase was more than offset

by a heavy increase in rates of pay made retroactive to

March 1, 1948, (which could have been avoided only at
the cost of a nation-wide strike) as well as by steadily
rising costs for materials and supplies.

».

Because of these greatly increased operating costs, the
railways applied to the Board in July last for a further
increase of 20% in freight rates. Shortly thereafter, the
Governor in; Council, in disposing of an appeal by a
number of the Provincial Governments, directed the
Board to review the objections of the Provinces to the

Order of the Board dated March 30, 1948, concurrently
with the hearing of the new application of the railways.
Hearings were opened on these two questions in Jan¬

uary 1949 and now stand adjourned to March 28 for

argument.

Reflecting these conditions, the accounts of your Com¬
pany show the following results for the year, ended
December 31, 1948: . , ,

Income Account -

Gross Earnings $355,249,702

Working Expenses (including railway income taxes) 336,830,536

Net Earnings $ 18,419,166
Other Income (after income taxes) 24,864,949

'

$ 43,284,115
Fixed Charges 15,890,264

Net Income* * $ 27,393,851

Dividends:

Preference Stock:
^

2% paid August 2, 1948 $ 2,278,841
2% payable February 1, 1949__ 2,278,841

— $ 4,557,682
Dividends: i-7\

Ordinary Stock:
2% paid October 1, 1948 6,700,000

11,257,632

Balance transferred to Profit and Loss account ___$ 16,136,169

(The final dividend of 3% on the Ordinary Stock which was declared
subsequent to the end of the year and is payable March 31, 1949,
amounting to $10,050,000, is not deducted in the accounts for the
year 1948.)

Profit and Loss Account

Profit and Loss Balance December 31, 1947 j. $279,123,961
Final dividend of 3% on the Ordinary Stock,
declared from the earnings of the year 1947,
paid March 31, 1948 ^ $ 10,050,000

Amount transferred to Depreciation Reserves 88,568,940 ;

98,618,940

Balance of Income account for the year ended
December 31, 1948 ______ $ 16,136,169

Portion of steamship insurance recoveries rep-

resenting compensation for increased cost of

tonnage replacement 669,922

$180,505,021

Deduct: Miscellaneous—Net Debit.

$ 16,806,091

573,799

16,232,292

Profit and Loss Balance December 31, 1948, as per Balance
Sheet

$196,737,313

Raihvay Operations

... Gross earnings in 1948 increased $36,663,783, or 11.5%,
over those of 1947* .194.:,- - •• * ■

, The increase in freight earnings amounted to $36,254,-
686, or 14.5%. Approximately $25.1 million were pro¬

duced by the increase of 21% in Canadian domestic

freight rates, effective April 8, and an increase of 15%
in competitive rates, effective September 15. Increases

granted United States carriers and made applicable in
Canada on international, overhead and certain import
and export traffic produced $11.8 million.

The volume of traffic carried, measured in ton miles,
was 3.8% less than in 1947.

Lower earnings were reported for only one commodity
group, grain and grain products. The decrease in the
volume of grain handled on the western lines of your

Company amounted to 27 million bushels, or 10.9%.

Passenger earnings decreased $2,049,575, or 5.1%, re¬
flecting a decrease both in the number of passengers

carried and in the average distance travelled.

Working expenses increased $41,136,806, or 13.9%. The

general wage increase of 17c per hour, which was made
effective March 1, 1948, added approximately $22.5
million to expenses, while changes provided for in agree¬

ments with employees in respect of wages, vacations and

working rules, increased payrolls by $2 million. In¬
creased material prices added approximately $14 million
to the expenses for the year.

Maintenance expenses amounted to $140,887,368, of
which $68,366,870 was for maintenance of way and
structures and $72,520,498 for maintenance of equipment.
The increase over 1947 expenses amounted to $23,R25j446.

There was credited to maintenance expenses during
the year an amount of $2,250,000, and a corresponding
amount was withdrawn from the Maintenance Fund to

which reference was made at the last Annual Meeting.
Pending the outcome of studies now under way, the
user rates of depreciation were raised in order to take
into account increases in investment in depreciable
property which have become effective since the rates

were first established. This resulted in increased depre¬
ciation charges of $6,164,075.

Transportation expenses amounted to $154,068,982, an
increase of $20,116,003, or 15.0%, over 1947. The follow¬
ing statistical averages are indicative of a continued
high level of operating efficiency: ' .

Freight Train Load—gross tons _

Freight Train Speed—miles per hour
Gross Ton Miles per Freight Train Hour

Freight Train Fuel Consumption—

pounds per 1000 gross ton miles

Freight Car Load—tons

Railway tax accruals amounted to $8,024,445. Included
in this total was an amount of $2,500,000 provided for
Dominion and Provincial Income Taxes, a reduction of
$9,500,000 from the 1947 figure. This reduction was due
principally to the decrease in net railway earnings and
to the segregation of income taxes between railway and
non-railway accounts. ^

THe net debits for hire of equipment and joint facility
rents, amounting to $2,627,735, were added to working
expenses in 1948, whereas in former years these items
had been deducted from gross earnings.

Net earnings from railway operations were $18,419,166,
a decrease of $4,473,023. The ratio of net to gross earn¬

ings was the lowest ever recorded, 5.2%, as compared
with the previous low of 7.1% in 1946.

1-:-'P."
Other Income

Other income, after provision of $2,325,000 for income

taxes, amounted to $24,864,949. This was $76,022 greater
than the total shown for 1947, when the provision for
income taxes was included in railway tax accruals.

Steamship, hotel and communications results were

adversely affected by higher operating costs. Net earn¬

ings from steamships decreased $1,068,411, from hotels
$723,705 and from communications $1,034,667 compared
with the previous year.

Dividend income increased $5,259,054 mainly from The
Consolidated Mining and Smelting Company of Canada,
Limited. Increased earnings due to higher world prices

1948 1947

1,686 1,723

16.1 15.9

27,124 27,456

119 115

31.0 31.2
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for base metals enabled that company to declare divi¬
dends and bonuses amounting to $11.00 per share, com¬
pared with $8.00 in 1947.

Net Income and Dividends

Net income, after payment of fixed charges, amounted
to $27,393,851, a decrease of $4,500,091 from the 1947

figure of $31,893,942. Dividends amounting to 4% were

declared on the Preference Stock. A dividend of 2%

(fifty cents per share) on the Ordinary Stock was paid
October 1, 1948, and after the close of the year a dividend
of 3% (seventy-five cents per share) on the Ordinary
Stock was declared, payable March 31, 1949. As the
Directors pointed out, net earnings from rail operations
were insufficient for the payment of any dividend on the

Ordinary Stock. ■p.};. ■■■"■■.. \j-. v,!;.

Earnings per share on the Ordinary Stock, after fixed
charges and Preference Stock dividend, amounted to
$1.70 compared with $2.04 in 1947.

•• 7 Profit and Loss Account

The Profit and Loss balance at December 31, 1947, of
$279,123,961 was reduced by the amount of the 3% divi¬
dend on Ordinary Stock, $10,050,000, which was declared
after the close of 1947.

The attention of the Shareholders is drawn to the

transfer of $88,568,940 from profit and loss to deprecia¬
tion reserves. Prior to 1933 your Company accounted
for changes in property only at the time when renewal
or retirement took place. In that year, accrual of depre¬
ciation was commenced in respect of steamships, and
later progressively for other classes of depreciable

property. In addition to provisions for depreciation made
from annual income, certain transfers of available credit

balances and amounts previously- appropriated from sur¬

plus have, from time to time, been made to the deprecia¬
tion reserves, which at December 31, 1947, amounted to

$324,478,772. On the other hand the accrued depreciation
at that date as shown by the depreciation reserves com¬

puted on the basis approved and recorded by the Income
Tax Department, which include depreciation accruals
froin 1920, amounted to $413,047,712. As the depreciation
methods now being followed in the corporate and income
tax records are identical, it was deemed desirable to

bring the accumulated reserves also into agreement.
k "V •'.< )}:>!'" ' '*•>• <*!■ *, ■}> ' •'

Land Accounts

Sales of lands and townsites amounted to $3,336,041,
which included the old Hotel Vancouver site, 101,184
acres of timber lands, and 77,285 acres of farming land
sold at an average price of. $5.18 per acre. The remaining
holdings of your Company consist of 1,684,041 acres, of
which 1,029,445 are farm and pasture lands and the

balance timber lands and townsites.

Your Company holds, under varying reservations,
the. title to petroleum rights underlying 11,378,677 acres

of land in the Prairie Provinces. Though recent discov¬
eries of oil in Alberta have proved profitable to your

Company, it cannot be assumed that more than a rela¬

tively small part of this acreage will yield anything of
commercial value. The policy of your Company has
been to encourage development by making favourable
terms to companies willing to undertake exploration and

drilling. At the close of the year, 33,088 acres were under
lease to various oil companies and 9,136,539 acres under
reservation for exploration. Rents, royalties and reserva¬

tion fees in 1948 produced $1,196,219, a .substantial in¬
crease over the previous year.

Cash received on land account totalled $6,393,295. Dis¬
bursements, including taxes, were $1,272,803. Deferred
payments on lands and townsites have been materially
reduced during the past ten years. The amount outstand¬

ing at the close of the year was $9,077,867.

Though continued improvement in farm income ren¬

dered less necessary the concessions extended to contract

holders in previous years, modified concessions remained
in effect during 1948. Since the inception of this policy
contract holders have benefited to the extent of

$28,135,303.

Balance Sheet '

Total assets at the end of the year amounted to

$1,709,010,491, an increase of $60,556,668. Property invest¬
ment increased by $49,449,510, details of which are

shown in a supporting schedule to the balance sheet.
The largest item of expenditure was $39,279,507 for roll¬
ing stock, of which $23,578,895 was for new freight cars.

Expenditures on steamships totalled $5,262,628, of which
$3,451,340 was for the construction of two new passenger

ships for the British Columbia Coast Service. The option
for sale of the old Hotel Vancouver was exercised during
the year and the property was retired.

At the end of the year there was on deposit $16,698,580
of unexpended Equipment Trust funds.

■« There was little change in the total of either current
assets or current liabilities, but material and supplies
increased $12,773,244, while cash and Dominion of Can¬
ada securities decreased $12,876,373.

Finance

; The amount of serial equipment obligations paid dur¬

ing the year was $10,264,000. This included $2,000,000
under Equipment Trust, Series "J", dated January 2,
1048, amounting to $20,000,000, referred to in the pre¬

vious Annual Report.

As of November 1, 1948, The Royal Trust Company,
as -Trustee, entered into an agreement under which

$17,000,000 principal amount of Equipment Trust Certif¬
icates was issued, guaranteed as to principal and interest

by your Company. This issue, designated as Series "K"
maturing in equal semi-annual instalments from May 1,
1949 to November 1, 1958, inclusive, is payable in Ca¬
nadian currency, and bears interest at 2%% per annum.

Under this arrangement, equipment constructed or to be

constructed at an estimated cost of $21,250,190 in Ca¬
nadian funds is leased to your Company at a rental equal
to the instalments of principal of and interest on the

Equipment Trust Certificates. ,

These transactions resulted in a net increase in funded

debt during the year of $26,736,000 and a reduction of

$268,000 in the amount of Consolidated Debenture Stock

pledged as collateral.

Pensions

Effective June 1, 1948, your Company voluntarily in¬
creased pensions in the lower brackets, on a temporary

basis, in order to assist pensioners in meeting the in¬
creased cost oi living.

The number of employees pensioned during 1948 was

1,224 and 524 pensions were terminated by death and
other causes. At the end of the year there were 9,636 on

the pension payroll, an increase of 700. The present num¬

ber of pensioners is more than double the number at the
end of 1942 and more than three times the 1937 total.

Distribution of the pensioners by age groups was:

Under 60 years of age__ 439 •

From 60 to 64 years of age, inclusive 1,192
From 65 to 69 years of age, inclusive " ; 4,594

From 70 to 74 years of age, inclusive 2,101-

From 75 to 79 years of age, inclusive 850

From 80 to 84 years of age, inclusive 3.45
From 85 to 89 years of age, inclusive 90

90 years and over 25
.

9,636

Expenditures for pensions during the year amounted"
to $8,580,464. These-included the proportion of the pen¬

sion allowances paid by your Company, levies in respect
of employees covered by United States Railroad Retire-,
ment Act, and the annual contribution of $1,750,000 to
the Pension Trust Fund.

Employee Relations

The request for a general wage increase made late in
1947 by representatives of practically all organized em¬

ployees of your Company became the subject of investi¬
gation by two Boards of Conciliation established by the
Department of Labour in the early part of the year. The

majority report of each Board recommended an increase
of seven cents an hour and the employees were advised
by the railways that they were prepared to accept this
recommendation. The employees rejected the recommen¬

dation and took a strike vote; subsequently the labour-
organizations ordered a strike to take effect July 15,
1948. The Dominion Government intervened in the nego¬

tiations that followed and your Company felt compelled
to agree to a wage increase of seventeen cents an hour
as being the only course that could avoid a general rail¬
way strike. The increase which was made effective

March 1, 1948, means an addition to payroll expense for
railway operations of approximately $27,000,000 per

annum; the estimated cost of applying the increase to
all employees of your Company is $32,300,000 per annum.

In 1948 the scope of medical services was extended bv

undertaking the annual physical examination of certain

classes of employees as a further measure of protection
to the public and to the employees themselves.

A standard induction procedure for new employees
of all classes was determined upon during the year and
put in force January 1, 1949. Its purpose is to establish
minimum standards of qualification for new entrants to
the service and is complementary to the physical exam¬
ination on entry which was made a general requirement
in 1945. It is intended also to assure that new employees !
have knowledge of, and regard for, Canadian Pacific
service requirements.

. • i

Canadian Pacific Air Lines, Limited

During 1948, the operations of your Air Lines resulted
in a net loss of $193,645-as compared with a loss of >.

$584,266 in 1947. Operating revenues increased 2.9%. J.
Operating expenses were reduced by 6,1% despite higher ?
costs of labour and materials. ,! !

The new routes first operated in 1947 continued to show

satisfactory . progress. The Vancouver-Calgary service, ;

via the Okanagan Valley, was used to particular advan- f
tage in 1948 for the special movement of goods and pas¬

sengers during the flood emergency in British Columbia. :

Additional new routes were assigned and operated
during the year, including the services between Van¬
couver and Whitehorse via Sandspit and between Daw¬
son City and Aklavik. A licence was also issued to your

Air Lines for a scheduled service between Montreal and

Val d'Or.
V v. V • V;. ' y '

A major development during the year was the designa¬
tion of your Air Lines by the Dominion Government to

operate two Canadian international air services in the

Pacific region, one to Australia and New Zealand and the
other to the Far East via Alaska. Development and

organization work has been commenced and a contract
has been placed for "Canadair Four" aircraft for use on

these new routes which, it is anticipated, will go into
operation about the middle of 1949.

United States Subsidiaries

Net income of Minneapolis, St. Paul & Sault Ste.
Marie Railroad Company, after provision for fixed and

contingent charges, amounted to $1,770,421, compared
with $1,183,000 in the previous year. The improvement
resulted from increased revenues produced by higher
freight rates. A dividend of $1.00 per share on the cap¬

ital stock was declared on February 17, 1948, amounting
to $719,104, of which your Company received $359,829,"
the same as in 1947. - ' \ ;
,' t * ;' * ^ - * * la'-ii *' t » ►r 1

Net earnings of The Duluth, South Shore and Atlantic

Railway Company amounted to $713,952, an increase of

$176,492 over the previous year. The plan of reorganiza¬
tion of the South Shore, approved by the Interstate
Commerce Commission, was approved by the District
Court on July 31, 1948* It was subsequently submitted'
to a vote of the security holders for acceptance or rejec¬
tion and the Commission has recently announced the

acceptance of the plan by the security-holders.

Further hearings in the reorganization proceedings of
the Wisconsin Central Railway Company are being held
before an Examiner of the Interstate Commerce Com¬

mission. . i.

Rates and Services

•

References have been made previously in this report
to the general increase in Canadian freight rates in 1948
and to the application of the railways, for a further
increase of 20%, now the subject of hearings before the
Board of Transport Commissioners for Canada. Assuming
the maintenance of the present level of traffic, it is
estimated .that- the overall increase in freight revenues,'
if the application is granted, would amount to approx--

imately $30,000,000. < - " !\

Hearings were held by the Board concluding in Feb¬

ruary 1949 on an application by the Attorney-General
of British Columbia for a reduction of the Mountain

scale of freight rates to the Prairie scale. The railways
took the position that the evidence presented,' showing
the substantially higher cost of operation in Mountain
as compared with Prairie territory, fully justified higher
rates. It was further argued that any loss of revenue

through adjustment of the-Mountain scale should be

made up to the railways through„a general increase in
rates.

The increases granted United States railways by the
Interstate Commerce Commission and the application of
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these in Canada to certain classes of traffic by authority
of the Board of Transport Commissioners have been re¬

ferred to previously. Effective January 5, 1948, such
rates were, on the average, 37.8%. above the level in*
effect on June 30, 1946. In proceedings under Ex Parte
166', a further interim increase averaging , 3.6% was

granted, effective May 6, 1948. In the final decision in
that case 1% was added, effective August 21, 1948. A new

application for higher rates was heard in proceedings
kriown as Ex Parte 168, and on December 29, 1948, the
Commission rendered its decision, authorizing an in-*
crease averaging 5.4%, effective January 11, 1949. With
this increase in effect, rates are 52% higher than they
Were at June 30, 1946. This is in striking contrast With
the overall yield of 16% from the increase authorized
in Canadian domestic freight rates.:

V * During the past year your Company has succeeded in
having located on or adjacent to its lines, 596 manufac¬

turing, warehousing and distributing enterprises. To
serve 221 of these, twenty-two miles of siding were

constructed. .'

/ y ; - ... • ' "■ • ... r. ■. ■ v
V Work on the centrally controlled classification termin-.
al in the-Montreal areaAvhich was begun in 1947- con¬
tinued throughout the past year. Good progress was made
in laying track and on construction of the necessary

buildings. •

f t • ' . .■ ,> ' ' • • • ;f. V '■"
In expansion of the policy of road-rail transportation

your subsidiary, Canadian Pacific Transport Company,

Limited, acquired two more highway trucking services
operating in Saskatchewan, Alberta and ...British
Columbia.

[ Steamship Replacement

, The Empress of Scotland was released from trooping
service by the British Ministry of Transport in May and
is now being overhauled and reconverted for passenger

service. It is anticipated that this work will be com¬

pleted in the spring of 1950. ,

The Empress of France re-entered the Atlantic service
in September, after being overhauled and reconditioned.'
She operates in the Liverpool-Montreal arid Liverpool-*
Saint John service as a sister ship to the Empress of
Canada.

The Empress of Australia is still under charter to the
British Ministry of Transport and employed in trooping
service.

) The Princess Marguerite and the Princess Patricia,
both under construction for the British Columbia Coast

Service, were launched during the year. It is expected
that these two vessels will be placed in service in the
summer of 1949.

, • t •, .... • • :-v--v

The Canadian Australasian Line, in which your Com¬

pany owns a half interest, resumed service between
Vancouver and Sydney in August by the motor vessel

Aorangi. , V yyyy,y

Capital Appropriations

In anticipation of your confirmation,; capital appropri¬
ations in addition to those approved at the last Annual

Meeting were authorized by your Directors during the
year in the amount of $5,992,777. This included a net
increase of $1,439,394 in appropriations for new rolling
stock representing the difference between increased

prices over the original estimates, covered in the case of
outside builders by escalator clauses in contracts, and
the cancellation of appropriations for 10 passenger cars.

The other principal items were $1,070,570 for the recon¬

version of the Empress of France, $950,000 for purchase
from Canadian Pacific Express Company of its office

building in Montreal, various additions and betterments
to communication facilities, and purchase and renova¬

tion of an uptown office building in Halifax.
f \ V ;.. •

t »Your approval will be requested also for capital appro¬

priations of $30,365,889 for the year 1949. The principal
items are as follows: - * ^ ^ . r

Additions ahd betterments to stations, freight sheds, coaling

} and watering facilities and ettginehbuses——.
Replacement and enlargement of structures in permanent

Tie plates, rail anchors and miscellaneous roadway
betterments ^ j*•_. .— —~

Replacement' of rail in main line and -branch line tracks

\ with heavier section ——.i——————

Additional terminal and side track accommodation-—.:——

Additions and betterments to shop machinery

New rolling stock
Additions and betterments to rolling stock———

Additions and betterments to communication facilities —

$2,709,911

1,016,270

452,953

1,403,377

388,889

300,604

22,913,353

880,250

236,096

ADVERTISEMENT

. ' *:■ t ■ ' ■' 1

The appropriations for new rolling stock make provi¬
sion for 23 Diesel locomotives to be placed in service
on the Montreal-Newport-Wells River line. This main

line operation is well suited for the introduction of

diesel power service and it is anticipated that important
economies will be achieved. Provision is also made in
the appropriations for 10 Diesel switchers and 2,240
freight cars.

'; r Stock Holdings

. ; The holdings of the Capital Stock of your Company at
December 31 were as follows:

Ordinary Preference Total
Percent- Percent- Percent-

No. of age No. of age age

, i ' Holdings of Stk. • Holdings of Stk. of Stk.
Canada u.— 19,852 14.30 169 .46 10.20
United Kingdom & ;

Other British _________ 10.605 37.49 27.4C8 96.79 * 55.06

United States i—;.-.——— 31,494 43.41 82 .34' 30.65

Other Countries „1— 3,185 4.80 534 2.41 4.09
'

- ■ - 65,136 100.00 28,253 100.00 100.00

Directorate

Mr. N. R. Crump, Vice-President in charge of all
lines of your Company, was appointed a Director to fill

V ADVERTISEMENT

the vacancy created by the death of Mr. G. W. Spinney,
C.M.G.

The undermentioned Directors will retire from office
at the approaching Annual Meeting. They are eligible
for re-election:-

Hon. F. Philippe Brais, C.B.E., K.C.
v* Mr, N. R. Crump :

Mr. G. Blair Gordon

Mr. W. A. Mather

Officers and Employees

Your Directors desire to express their sincere appreci¬
ation of the efficient service rendered by officers and
employees. Two out of every five of the employees of
your Company have been in its service for twenty, years
or more. This is an important asset to your Company in
its relations with the public.

For the Directors, *

W. A. MATHER,
President.

Montreal, March 14, 1949.

CANADIAN PACIFIC RAILWAY COMPANY

General Balance Sheet, December 31, 1948

ASSETS

PROPERTY INVESTMENT:

Railway, Rolling Stock and Inland

Steamships .J. *—$

Improvements on Leased Property-

Stocks and Bonds—Leased Railway

Companies ——

Ocean and Coastal Steamships

Hotel, Communication and Miscel¬

laneous Properties — :

917,760,540 .Y.;Kr
114,304,43d ; .

134,172,370 -

59,418,471 |

LIABILITIES

CAPITAL STOCK:

Ordinary Stpck • :-$ 335,000.000

Preference Stock—47o Non-cumu¬

lative. I-.:.'. 137,256,921

-$ 472,256,921

98,856,977

-$ 1,324,512,797

OTHER INVESTMENTS:

Stocks and Bonds—Controlled Com¬

panies __$ 69,915,412

Miscellaneous Investments 46,994,057

Advances to Controlled and Other

Companies 8,857,539

Mortgages Collectible and Advances
:

to Settlers 1,360,672

Deferred Payments on Lands and

TOWnSites 9,077,867

Unsold Lands and Other Properties 12,483,756

Unexpended Equipment Trust De¬

posits — 16,698,580

Maintenance Fund 25,350,000

Insurance Fund 13,188,540

Steamship Replacement Fund 30,504,810

CURRENT ASSETS:

Material and Supplies $ 49,486,147

Agents' and Conductors' Balances 14,380,154

Miscellaneous Accounts Receivable 20,209,438

Dominion of Canada Securities 26,290,000

Cash _ 35,145,313

UNADJUSTED DEBITS:

Insurance Prepaid ___ $ 80,055

Unamortized Discount on Bonds 3,240,099

Other Unadjusted Debits 1,235,255

234,431,233

145,511,052

4,555,403

$1,709,010,491

PERPETUAL 4% CONSOLIDATED

DEBENTURE STOCK —I ..$ 325,588,729
•"

; • . ; i , . "• .. " ■

Less: Pledged as collateral to

A " bonds and equipment obligations — 30,150,500

FUNDED DEBT <.

CURRENT LIABILITIES:

Pay Rolls 1. $ 8,071,951

Audited Vouchers i 14,359,066

NCt Traffic Balances 4,410,125

Miscellaneous Accounts Payable—.. 9,511,393

Accrued Fixed Charges 963,390

Unmatured Dividend Declared 2,278,841

Other Current Liabilities : 8,200,598

DEFERRED LIABILITIES:

Dominion Government Unemploy¬
ment Relief 1,447,223

Miscellaneous : 3,057,320

RESERVES AND UNADJUSTED CREDITS:

Maintenance Reserves $ 25,350,000

Depreciation Reserves I 439,851,108

Investment Reserves — 4,015,422

insurance Reserve ! 13,188,540

Contingent Reserves. — 4,119,173

Unadjusted Credits 6,141,811

PREMIUM ON CAPITAL AND

DEBENTURE STOCK

LAND SURPLUS ___ ;

PROFIT AND LOSS BALANCE

295,438,229

102,037,000

47,795,364

4,504,543

492,666,054

34,458,562

63,116,505

196,737,313

$1,709,010,491

ERIC A. LESLIE,
'

. ' " ' * Vice-President and Comptroller

TO THE SHAREHOLDERS, * '>;
CANADIAN PACIFIC RAILWAY COMPANY: * *

We. Have exaiftined the above General Balance Sheet of the Canadian Pacffic Railway Company as at December 31, 1948,
the Income and Profit and Loss Accounts for the year ending on that date and other related schedules, and have compared
them with the books and records of the Company.

. v . The records of the securities owned by the Company at fJecenfrber 31, 1948, were verified by an examination of those secu¬

rities mm were in the custody of its Treasurer and by certificates received from such depositaries as were holding securities
in safe custody for the Company. ' * ♦ ~ '

In our opinion the General Balance Sheet, Income and Profit and Loss Accounts and the other related schedules are

properly drawn up so as to present fairly the financial position of the Company at December 31, 1948, and the results of its
operations for the year then ended, according to the best of our information and the explanations given to us and as shown
by the books of the Company.

't ..; , ~ r ' ■ , ; , PRICE, WATERHOUSE & CO.,
Montreal, March 11, 1949. Chartered Accountants
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Western Unity—Our Present Salvation

Winston Churchill

learned audience on the subjects
which your panels are discussing.
I have no technical and no uni¬

versity education, and have just
had to pick up a few things as I
went along. Therefore I ; speak

Liberal Government, returned
witn a great majority in 1906.
Tnat new Liberal Government ar¬
rived in . power with much of its
message already delivered and
most of its aims already achieved.

With a diffidence,-which I hope to The days of hereditary aristocratic

*An address by Mr. Churchill
at the Mid-Century Convocation
of the Massachusetts Institute of

Technology, Boston, Mass., March
31, 1C49.

overcome as I proceed, on these
profound scientific, social and
philosophical issues, each of which
claims a life-long study for itself,
"and *are now "to be examined, as
schoolmen would say, not only in
their integrity.; but in their . rela¬
tionship, meaning thereby, not
only one by one but all together.
I was so .glad that in the first

instance, you asked me to talk
about the past rather than to peer
into the future because I know
more about the past than I do
about the future, and I was well
content that the President of the
United States, whose gift of
prophecy was so remarkably vin¬
dicated by recent electoral results,
should have accepted that task.
We all regret that his heavy state
duties prevent him from being
here tonight. I shall therefore
presently have to do a little of
the peering myself.

Britain and the 19th Century

For us, in Britain the nineteenth
century ended gmid the glories of
the Victorian era, and we entered
upon the dawn of the twentieth
in high hope for our country, our
empire and the world. The latter
and larger part of the nineteenth
century had been the period of
liberal advance. In 1900, a sense
of moving hopefully forward to
brighter, broader and easier days
was predominant. Little did we

guess tl^af what has been called
the Century of the Common Man
would witness as its outstanding
(fea,ture more common men killing
each other with greater facilities
than any other five centuries to¬
gether in the history of the world.
But we entered this terribe twen¬

tieth century with confidence. We
thought that with improving
transportation nations would get
to know each other better. We be¬

lieved that as they got to know
each other better they would like
each other more, and that national
rivalries would fade in a growing
international consciousness. We
took it almost for granted that sci¬
ence would confer continual boons
and blessings upon us, would
give us better meals, better gar¬
ments and better dwellings for less
trouble, and thus steadily shorten
the hours of labor and leave more

time for play, and culture. In the
name of ordered but unceasing
progress, we saluted the age of
democracy expressing itself ever
more widely through parliaments
freely and fairly elected on a
broad or universal franchise. We

saw no reason why men and wom¬
en should not shape their own
home life and careers without be¬

ing cramped by the growing com¬

plexity of the state, which was
to be their servant and the pro¬
tector of their rights. You had
the famous American maxim,
"Governments derive their just
powers from the consent of the

governed," and we both noticed
that the world was divided into

peoples that owned the govern¬
ments and governments that
owned the peoples. At least I
heard all this around that time
and liked some of it very much.
I was a Minister in the British

By RT. HON. WINSTON CHURCHILL*
r Formerly Prime Minister of Great Britain

Wartime British leader reviews scientific and political developments of 19th Century and analyzes
;,rr effects of new inventions on war and peace. Holds a league of nations before 1914 would have pre-

; vented World War I, and if President Wilson's League of Nations had been resolutely sustained and
'

usfed, world would have been saved from second conflict. Attacks Russian propaganda and aggression,
; praises North Atlantic Pact and urges U. S. and Britain stand united with other nations for world peace.

Holds war is not inevitable.
( : „

I am honored by your wish that I should take part in the discussions of the Massachu¬
setts Institute of Technology. We have suffared in Great Britain by the lack of colleges
of university rank in which engineering and the allied subjects are taught. Industrial pro-
d u c t i o. n

depends on

technology
and it is be-

cause the'
Amer i can s,
like the pre¬
war Germans,
have realized

this and cre¬

ated institu¬
tions for -the
advan c e d

♦training of
"large numbers
bf high-grade
engineers to
translate the

advances of

pure science into industrial tech¬
nique, that their output per head
i^nd consequent standard of life are
so high. It is surprising that Eng¬
land, which was the first country
to be industrialized, has nothing
of comparative stature. If tonight
I strike other notes than those of
material progress, r it implies no
want of admiration for all the

iWork you have done and are do¬
ing. My aim, like yours, is to be
guided by balance and proportion.
The outstanding feature of the

20th century has been the enor¬
mous expansion in the numbers
who are given the opportunity to
Share' in the larger and more

varied life which in previous pe¬
riods was reserved for the few
and for the very few. This process
must continue and we trust at an

increasing rate. If we are to bring
the broad masses of the people in
every land to the table of abun¬
dance, it can only be by the tire¬
less improvement of all our means
of technical production, and by
the diffusion in every form of
education of an improved quality
to scores of millions of men and
women.; Even in this darkling
hour I have faith that this will

go on.

I rejoice in Tennyson's lines:

i"Men, my brothers, men, the
V' workers, ever reaping some-

thing new;
That which they have done

V but earnest of the things that
they shall do."

I was, however, a little dis¬
quieted that you find it necessary
to debate the question, to quote
Dr. Burchard's opening address:
"Whether the problem of world
production yielding at least a
minimum living to the whole pop¬
ulation can be solved, and whether
man has so destroyed the re¬
sources of his world that he may
be doomed to die of starvation."

If, with all the resources of mod¬
ern science we find ourselves un¬

able to avert world famine, we
shall all be to blame, but a pe¬
culiar responsibility would rest
upon the scientists. I do not be¬
lieve they will fail, but if they do,
or were not allowed to succeed,
the consequences would be very

unpleasant because it is certain
that mankind would not agree to
starve equally, and there might be
some very sharp disagreements
about how the last crust was to
be shared. This would simplify
our problem in an unduly primor¬
dial manner.

I feel somewhat overawed in

addressing this vast scientific and

privilege were ended or num¬
bered. The path was opened for
talent in every field of endeavor.
Primary education was compulT
sory, universal and free, or was
about to become so. New prob¬
lems arising fromformer. successes
awaited the new administration.
The independence of the prole¬
tariat from thralldom involved
at least a minimum standard of
life and labor and security for old
age, sickness, and the death of the
family breadwinner.. It was to
these tasks of social reform and
insurance that we addressed our¬

selves. The name of Lloyd George
will ever be associated in Great
Britain with this new departure.
I am proud to have been his
lieutenant in this work and also
as a Conservative Chancellor of
the Exchequer and later as head
of the wartime National coalition
to have carried these same themes
further forward on a magnified
scale.

v New Weapons >
* Science presently placed novel
and dangerous facilities in the
hands of the most powerful coun¬
tries. Humanity was informed
that it could make machines that
would fly through the air and ves¬
sels which could swim beneath
the surface of the seas. The con¬

quest of the air and the perfection
of the art of flying fulfilled the
dream which for thousands of

years had glittered in human
imagination. Certainly it was a
marvellous and romantic event.
Whether the bestowal of this gift
upon an immature civilization
composed of competing nations
whose nationalism grew with
every advance of democracy and
who were as yet devoid of inter¬
national organization, was a bless¬
ing or a curse has yet to be
proved. On the whole I remain an

optimist. For good or ill air mas¬

tery is today the supreme expres¬
sion of military power, and fleets
and armies, however necessary
and important, must accept subor¬
dinate rank. This is a memorable
milestone in the march of man.

The submarine, to do it justice,
has never made any claim to be
a blessing or even a convenience.
I well remember, when it became
an accomplished military fact of
peculiar significance to the British
Isles and the British Navy, there
was a general belief even in the
Admiralty, where I presided, that
no nation would ever be so wicked
as to use these under-water ves¬

sels to sink merchantmen at sea.

How could a submarine, it was
a^ked, provide for the safety of
the crews of the merchant ships
it sank? Public opinion was
shocked when old Admiral Fisher

bluntly declared that this would
be no bar to their being used by
the new and growing German
Navy in a most ruthless manner.
His prediction was certainly not
stultified by what was soon to
happen.
Here then we have these two

novel and potent weapons placed
in the hands of highly nationalized
sovereign states in the early part
of the Twentieth century, and both

(Continued on page 42)

Truman Calls Atlantic
Pact a Neighborly Act
President, in address at signing ceremonies, says it is a positive
influence for peace and does not conflict with United Nations.

Holds it would have prevented both World Wars.
In an address at the ceremonies marking the signing of the North

Atlantic Pact in Washington on April 4, President Harry S. Truman

President Truman

extolled the
document as

a positive in¬
fluence for

peace within
the frame¬

work of the
United Na-

ti ons, con¬

tending that
nadsuch an al¬
liance existed
in the past, it
could have

prevented
both World

Wars of ! the

present era.
The text \of. T ,

the President's address follows: I
On this historic occasion, I am

happy to jwelcome .the .Foreign
Ministers of the countries which,
together with the United States,
form the '.North Atlantic0 com¬

munity of nations.
The purpose of this meeting is

to take the first step toward put¬
ting into effect an international
agreement i to safeguard the
peace and prosperity of this com¬

munity of nations.
It is altogether appropriate

that nations so deeply conscious
of their common interests should

join in expressing their deter¬
mination to preserve their pres¬
ent peaceful situation and to
protect it in the future.
What we are about to do here

is a neighborly act. We are like
a group of householders, living
in the same locality, who decide
to express their community of
interests by entering into a for¬
mal association for their mutual

self-protection.
This treaty is a simple docu¬

ment. The nations which sign it
agree to abide by the peaceful
principles of the United Nations
to maintain friendly, relations
and economic co-operation with
one another, to consult together
whenever the territory or inde¬
pendence of any of them is
threatened and to come to the
aid of any one of them who may
be attacked.

It is a simple document, but if
it had existed in 1914 and in

1939, supported by the nations
which are represented here
today, I believe it would have
prevented the acts of aggression
which led to two World Wars.

The nations represented here
have known the tragedy of those
two wars. As a result, many of
us took part in the founding of
the United Nations. Each mem¬

ber of the United Nations is
under a solemn obligation to
maintain international peace
and security. Each is bound to
settle international disputes by
peaceful means, to refrain from
the threat or use of force against
the territory or independence of
any country, and to support the
United Nations in any action it
takes to preserve the peace.

That solemn pledge — that
abiding obligation— we reaffirm
here today. T
We rededicate ourselves to

that obligation, and propose this
North Atlantic Treaty as one of
the means to carry it out.

, Through this treaty we under¬
take to conduct our interna¬
tional affairs in accordance with
the provisions of the United Na¬
tions Charter. We undertake to
exercise our right of collective or
individual self-defense against
armed attack, in accordance
with Article 51 of the Charter,
and subject to such measures
as the Security Council may take
to maintain and restore interna¬

tional peace and security.

Within the United Nations, this
country and other countries have
hoped to establish an interna¬
tional force' for the use of the
United Nations in preserving peace

throughout the world. Our efforts
to establish this force, however,"
have been blocked by one of the
major powers.

- This lack of unanimous agree¬

ment in the Security Council does*
not mean that we must abandon*
our attempts to make peace secure.'
Even, without that agreement,;

which we still hope for, we shall!
do as much as we can. And every

bit that we" do will add to the

strength of the fabric of peace,
throughout the world.
In this treaty, we seek to estab-'

lish freedom from aggression and
from the use of force in the North.
Atlantic community. This is the
area which has been at the heart
of the last two world conflicts. To *

protect this area against war will
be a long step toward permanent
peace in the whole world.
There are those who claim that

this treaty is an aggressive act on
the part of the nations which ring
the North Atlantic.
This is absolutely untrue.
The pact will be a positive, not.

a negative, influence for peace,
and its influence will be felt not
only in the area it specifically
covers but throughout the world.
Its conclusion does not mean a

narrowing of the interests of its
members. Under my authority and
instructions, the Secretary of State
has recently made it perfectly clear
that the adherence of the United
States to this pact does not signify
a lessening of American concern
for the security and welfare of
other areas in the world, such as
the Near East. The step we are

taking today should serve to reas¬
sure peace-loving peoples every¬
where and pave the way for the
world-wide stability and peaceful
development which we all seek.
Twice in recent years, nations

have felt the sickening blow of
unprovoked aggression. Our peo¬

ples, to whom our governments
are responsible, demand that these
things shall' not happen again.
We are determined that they

shall not happen again.
In taking steps to prevent ag¬

gression against our own peoples,
we have no purpose of aggression
against others. To suggest the con¬
trary is to slander our institutions
and defame our ideals and our

aspirations.
The nations represented here

are bound together by ties of long
standing. We are joined by a com¬
mon heritage of democracy, indi¬
vidual liberty, and the rule of law.
These are the ties of a peaceful
way of life. In this pact we merely
give them formal recognition.
'
With our common traditions we

face common problems. We are,
to a large degree, industrial na¬

tions, and we face the problem
of mastering the forces of modern
technology in the public interest.
To meet this problem success^

fully, we must have a world in
which we can exchange the prod¬
ucts of our labor not only among

ourselves, but with other nations.
We have come together in a great
cooperative economic effort to
establish this kind of world. ,

We are determined to work to¬

gether to provide better lives for
our people without sacrificing our
common ideals of justice and hu¬
man worth.

But we cannot succeed if our

people are haunted by the con¬
stant fear of aggression, and bur¬
dened by the cost of preparing
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-their nations individually against
attack. ■' •'

In this pact, we hope to. create
a shield against aggression • and
the fear of aggression—a bulwark

• which will permit us to get oh
with the real business of govern-
•ment and society, the business of
achieving a fuller and happier
•life for our citizens/ • -|
'

We shall,/.no doubt,.; go i about
\this business in, different, ways.,*

There are different kinds of gov¬
ernmental and economic systems,,
just as there are different lan-

'

guages and , differnt cultures. But
; those differences, present no real
obstacle to the voluntary associa¬
tion of free nations devoted to the
common cause of peace.•
:

We believe that it is possible
for nations to achieve unity on the
great principles of human freedom
:ahd justice, and at the sarme time
to permit, in other respects, the

| greatest, diversity of which the
human mind is capable.

- Our faith in this kind of unity
.is borne, out by our experience
.here in. the United States in. cre¬
ating one nation out of the variety
of our, continental resources, aha
the peoples of mahy lands." "
t This method of organizing di-,
verse peoples and culturesis in
direct contrast to. .the method of

'

the police state* which attempts to
.achieve unity by imposing the
same beliefs and the same rule

/of force oh:-every*-one7*-''*?lf
We believe that our..method of

fachieving - international unit y
through the voluntary association
of different countries dedicated to
a common cause is an effective

step toward bringing order to our
troubled world.

For us, was is not inevitable.
We do not believe that there are

: blind tides of history which sweep
men one way or another. In our

own time we have seen brave men

overcome obstacles that seemed

.insurmountable and forces that

seemed overwhelming. Men with
courage and vision can still deter-

"

mine their own destiny. They can

.choose slavery or freedom—war
or peace.

r - I have no doubt which they will
choose. The treaty we are signing
here today is evidence of the path
the.y will follow.

. If there is anything certain to¬
day, if there is anything inevitable
in the future, it is the will of the
people of the world for freedom
-and peace.

Bond Club of N. J. to

; The Bond Club of New Jersey
.will hold its annual field day on
June 17 at the Rock Spring Club,
West Orange, N. J. .

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm
changes:

•

Interest of the late E. W. Clark
"in E. W. Clark Co. ceased Mar. 2.

Charles F. Sill retired from

partnership in Cohu & Co. April 1.
Interest of the late Lester Wat¬

son in Hayden, Stone & Co. ceased
March 31.

- Theodore F. Rudell retired from

partnership in Shields & Co.
March 31.

Transfer of the Exchange mem¬

bership of the late Julius Bliss to
Dean Witter, Jr., will be consid¬
ered by the Exchange on April 14.
Mr. Witter will continue as a part¬
ner of Dean Witter & Co.

With Blyth in Chicago
(Special to The Financial Chronicle)

CHICAGO, ILL.—Roy W. Mi¬

chel, Jr., formerly with Blyth &

Co., Inc., in Houston, is now with
the firm's Chicago office, 135
South La Salle Street.

Aetna Securities Offers

Playboy Motor Common
Aetna Securities Corp., New

York on April 5 offered to the

public 1,000,000 shares of Class A
common stock, 20c preferential
dividend * series, and 1,000,000
shares of Class B commons stock

of Playboy Motor Car 'Corp. < The
stock is being sold in units of one
share of Class A common and one

share of Class B common at a

price of $3.50 per.unit.
! Proceeds from the financing, es¬

timated at approximately $3,000,-.
000-from- the entire issue; will be
used to tool and equip its plant at
Tonawanda," New York, and' for
"starting up" expenses and work-j
ing capital involved in a planned
production program of 12,000 carg
the first year.

The company was organized in
November, 1946, to develop, pro¬
duce and distribute the Playboy
convertible automobile. The Play¬

boy convertible is about midway
in size between the conventional

small coupe and a midget car and
is largely of conventional design

and construction.;
, According . to

the prospectus, all developmental
work has been completed and the

design "frozen" for commercial

production. ~ '/■'

The present version of the

Playboy is planned to be sold in
the $l,300-$l,500-price class. .

■

T Giving, effect to the .•present fi¬
nancing, the company will • have

outstanding 1,000,000 > shares of
Class A common stock, 20c pref¬
erential dividend series and

2,000,000 shares of Class B com¬

mon stock.

Federal Homs Loan Bank
Notes to Be Redeemed
•: The Federal Home Loan Banks
will retire in full on April 15 an
issue of $84,500,000 one-year con¬
solidated notes, 1%% Series B-
1949, maturing that day. This re¬
demption will be the result of
repayment by member savings
and loan associations since the
first of the year of over $150,000,-
000 in loans. During the same

period the member institutions
have received a heavy inflow of
savings and have experienced a

more than seasonal decline in the

financing of homes. .

Norfolk and Western Railway Company
SUMMARY OF FIFTY-THIRD ANNUAL REPORT FOR 1948

?; Total Revenue and other income for the year was a new record,
due principally to increases in Tates approved by Federal and State
regulatory/bodies. ;:Breight/revenueswere the largest in any; single
year., The volume of freight traffic about equalled that of the preced¬
ing year. The decrease in number of passengers carried continued
throughout the year, and despite higher fares passenger revenues
declined. Income from hire of cars and other equipment was greater
due in part to higher car rental rates in effect the entire year, i

Total Expenses were also the highest in the Company's experi¬
ence.' Wages rose steeply; and cost of materials increased.
. \ Balance of Income, after deducting sinking funds and.miscel+
laneous appropriations account retirements in connection with re-*
vision of line, increased $3,399,000, or II per cent. After deducting
dividends on Adjustment Preferred Stock, the balance transferred vo
earned surplus, $34,812,000, was equivalent to $6.19 per share of $25
par Common Stock.

Condensed Income Statement

Comparison Per ,

REVENUES AND OTHER INCOME: 1948.
.

. with 1947 Cent. ,

Freight—Coal „ ___ $111,007,642 +$11,073,175 11

. Other 61,265,038 +• 8,371,853 16

Passenger . 6,220,650 — 426,148 6

Mail, Express and Miscellaneous 7,046,026 + 658,962 10

<; Total Railway Operating Revenues - $185,539,356 +$19,677,842 1 12
Rent Income—Equipment and Joint Facilities—Net 12,457,351 + 1,954,941 19

Other Income—Net __
, 2,267,900 , 40,688 2

Total - - — $200,264,607 +$21,592,095 12

EXPENSES AND, OTHER INCOME CHARGES:

Way and Structures—Repairs and Maintenance. $23,269,425 + $2,460,745 12

Equipment—Repairs and Maintenance 33,934,389 + 3,340,935 11

Transportation—Operations 58,147,010 + 8,197,888 16

Other Expenses 9,852,728 + 1,830,145 23

Total Railway Operating Expenses $125,203,552 +$15,829,713 14
Taxes—Federal $28,014,841

State, County and Local 6,269,354 34,284,195 + 2,353,154 7

.7 j V * '
_ V,-i i _x ' * " c 1 j. / • ■ .■ '"■> -w t * • i - >" ' 1 ^ j? \

Interest on Funded Debt 1,899,828 — 135,908 7
x • , .7> / ; ; f yi* <■ »* 1 r '

Total L $161,387,575 + $18,046,959 13

NET INCOME ._

3INKING FUNDS AND MISCELLANEOUS

% APPROPRIATIONS

'

$33,877,032 + $3,545,136 ' 10

.1 3,185,662 + -146.374 < ' 5

BALANCE OF INCpME-.i-J----^. t $35,691,370 + $3,398,762 • 11
DIVIDENDS ON- ADJUSTMENT. PREFERRED *''<
STOCK — . 879,608 .

BALANCE TRANSFERRED TO EARNED SURPLUS $34,811,762 . + $3,398,762 11

Condensed Earned Surplus—Unappropriated
CREDIT BALANCE, JANUARY 1, 1948 - - - $215,512,033
CREDITS: ; '

Balance Transferred from Income , $34,811,762

Miscellaneous Credits / 548,681

Total ' 35,360,443^

• - " $250,872,476
CHARGES: .;.. " . , - • . -

Appropriation of Surplus for Dividends on Common Stock $22,503,728
Miscellaneous Charges 942,829

Total 23,446,55':

CREDIT BALANCE, DECEMBER 31, 1948_ $227,425,919

Financial

Capital stock outstanding was $162,638,500, par value, which rep¬
resented 78.48 per cent, of total outstanding stock and bond capital¬
ization. Stockholders numbered 17,486 at the year end, an increase
of 2,258 over the previous year. ; : .

Quarterly dividends of twenty-five cents per share were paid
upon the outstanding Adjustment Preferred Stock. Quarterly divi¬
dends, of seventy-five cents per share were paid upon the outstanding
Common Stock, and in addition, an extra dividend of $1.00 per share
was paid in December. Total dividends amounted to $23,383,000.

Total Funded Debt was $44,585,000, and represented 21.52 per
cent, of total outstanding capitalization. Fixed charges were earned
21.43 times in 1948 and an average of 14.72 times for the last ten
years. . '"V / . • .T- ;•.+ iv/;-*

At the end of the year, appropriations to the sinking fund for
retirement of the Company's Funded Debt and income from invest¬
ments totaled $5,366,000, and investments, ; largely Company bonds,
had a market value of $5,508,000. In the three postwar years, capital
expenditures for improvements and modernization amounted to $54,-
559,000, all of which were made from the Company's Treasury. The
authorized program through 1950 involves capital expenditures total¬
ing approximately $43,600,000.- , " ; v ,7 .* ;!

: Taxes ;,-y ■;/!■;=-i- 7vf.;;
'-Total taxes were $34,284,000, an increase of $2,353,000/ or 7.37

per cent. Included in this amount were Federal income, retirement
and unemployment insurance taxes, $27,980,000, as well as State,
County and local income, property and miscellaneous taxes, v;

; Total taxes amounted to $1,476 for each employee, $6 for each
share of Common Stock and eighteen cents for each dollar of operating
revenues. . ' + ';/>:■ \ - - . • «■

'

A reserve fund for taxes and contingencies totaled $36,487,000 at
the end of 1948. Of this fund, $35,016,000 was invested in United
States Government obligations. 7 / " / '

Transportation Rates

Because of continuing higher railroad operating costs, interim
increases in freight rates in effect at the beginning of the year were
twice raised with approval of the Interstate Commerce Comrhission
and then supplanted by, permanent increases effective August 21,
1948. They amounted generally to 20 to 30 per cent, in basic freight
rates, and somewhat less on certain kinds of traffic, including coal
and coke, on which the increases were 20 per cent, but not to exceed
40 cents per ton. Freight rate increases made in 1948 added approx¬
imately $12,790,000 to the Company^ revenues. Continuation of ris¬
ing costs resulted in a further petition for relief. Pending final de¬
cision, the Commission authorized interim increases of 6 per cer>t. in
the rates or charges within and between Eastern and Southern terri¬
tories and of 4 or 5 per cent, within and between other territories,
effective January 11, 1949. The Commission authorized, effective
July 19, 1948, increases in base passenger fares from 2.5 to 3 cents
per mile in coaches and from 3.5 to 4 cents per mile in Pullman cars,
averaging about 17 per cent. Higher express rates also were author¬
ized, but the effect upon the Company's revenues was small.

Wage Increases

. Wage increases and rules changes for both operating and non-
operating employees granted during 1948 will add approximately
$15,742,000 annually to . the Company's operating costs. Demands of
the five operating brotherhoods for extension of the paid vacation
period from the present seven days to a maximum of 30 days, based
upon length of service with a minimum of 15 days pay, will be con¬
sidered by National Committees representing the railways and the
organizations.

The Harriman Safety Award

For the fourth time, the Company was awarded the Edward H.
Harriman Memorial Gold Medal for its outstanding safety record
among the nation's Class I railroads in 1947. The employees' safety
record in 1947 also was excellent. A policy of constantly improving
and modernizing equipment and other facilities and maintaining the
plant at a high standard, as well as a continuous educational safety
program among v employees, together with close managerial super¬
vision and excellent cooperation of employees, have contributed to
this notable attainment. .

Employees

The average number of employees during the year was 23,223.
Total payroll for 1948 was $79,916,000, an average of $3,441 per
employee, compared with $70,698,000 and $3,061, respectively, for
1947. In addition to wages and salaries, the Company paid $6,280,000
for Railroad Retirement and Unemployment Insurance taxes and
employee relief and pension funds, an average of $270 per employee.

It is of interest to note that in 1948 the Company paid out:

$79,916,000 for payrolls,

$34,284,000 for taxes,

$23,383,000 in dividends to stockholders.

The Company expresses its appreciation of the continued loyalty,
efficiency and cooperative effort of both employees and officers, who
have contributed in full measure to the year's accomplishments.

R. H. SMITH,
K,*... * President.
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gold waters at a luncheon held
in their" honor. y : !l\

Securities Salesman'sCorner
By JOHN DUTTON

Investment Bond Club of Portland Elects
The Investment Bond Club of Portland elected the following new

officers at the annual meeting held in the Benson Hotel, Portland on
Thursday, March 17, 1949: ' V

During the past week margin requirements were lowered, and
for a few days the stock- market became more active and then slid
back again into its doldrums. Yet, I happen to know of a salesman
of securities whose business is almost exclusively in the o.ver-theA
counter issues, who had one of the best weeks, both in number of
sales and total gross in many years. He told me he did not pay any
attention to the raising of margins in the past, nor the lowering
again last week; or whether or not the stock.market is up or downj,

. active or inactive. He claims that the action of the stock market is
only of academic interest to him. He says that the more a securities
salesman watches the market the less business he does. ■ j

I think he is right as can be. He looks upon his securities afe
■ something to merchandise. He is not interested in selling the idea
that "it is going up." He prospects among people who want to build
up an estate. He sells INCOME and over-all stability. His offerings
consist of Mutual Funds, insurance stocks, good grade industrials
and public utilities, a few growth situations, and ALL DIVIDEND
PAYERS. He prospects among satisfied customers and he radiates
from these customers. If a prospect wants to buy listed issues he
passes them by. He says, he does not have the time to spend keep¬
ing them posted on every change in the market. If they want listed
issues but are not market conscious—if they are not speculative
minded or desirous of super-liquidity for liquidity's sake alone—f-
he trys to sell them a mutual fund. He prospects ONLY AMONG
PEOPLE who will buy unlisted and good dividend paying securities}/

One of his customers asked him last week if he thought this,was
the right time to buy any more securities. He had already sold thii
client quite a few items, some of which were down in price. His
answer was, "Why not let that question be answered by people who
know. You own some XYZ balanced Mutual Fund shares. You
understand that the experienced management of this fund hoid a
certain percentage of fixed asset securities, such as governments and
high grade bonds, also the best preferred stocks and even some cash;
This is in addition to some of the highest quality common stocks in
the world. You see, when you own such an investment you own

'

bonds, preferred and common stocks, as well as some cash too. If
they think it is the time to buy more common stocks they are going
to sell some of their bonds and do so. Meanwhile you don't have to
worry about this, you will get a good income NOW WHEN YOlf
NEED IT. I think you should buy another 1,000 shares, because this

. is the finest investment in my opinion that anyone can make today."
The customer bought and that was the end of the argument.

What if he had gone into a lengthy discussion of the stock
market—the economic outlook—Mr. Truman's program—the war

scare—the business situation in Patagonia, etc.? He would have
walked out without the order, almost for a certainty. But he is not
interested in the "market." He says, "Let the market take care of
itself* It goes up and down and over a period of years it average^
out providing you buy good investments that pay dividend's." You
can be sure that is the way to discuss the . market with your* pros¬
pects—make it short and sweet and then go into your sales talk
about income, building up an estate, and selling the idea that your
customer can have something worthwhile in the way of a good
income paying nest egg, five or 10 years from now.

That is the way to sell in bull and bear markets. The fellow
who doesn't watch markets isn't interested in pessimism for pessi¬
mism's sake—he is SELLING ideas, and that is what people want tq
buy. IDEAS ON HOW THEY CAN ACCUMULATE PRINCIPAL,
BUILD UP AN ESTATE, AND RECEIVE STEADY INCOME.

Reading from left to right the officers are: E. H. Greene of Con
rad Bruce & Co., Vice-President; L. Brooks Ragen of Foster
Marshall, President; R. K. Daugherty of Daugherty, Cole & Co.,
Secretary-Treasurer. ./ - • v. . •;1v:

The Board of Governors of the Bond Club are the above and:
Charles N. Tripp of Charles N. Tripp & Co. and Leonard M. Handel
of Handel, Lundborg & Patten. >

News About Banks and Bankers
(Continued from page 13)

: Merrill Lynch Absorbs
Pelt-Morris, Salt Lake
Winthrop H. Smith, managing

-partner of Merrill Lynch, Pierce,
Fenner & Beane, 70 Pine Street,
New York City, has announced

j consolidation of the business and
facilities of Pett & Morris, Salt
-Lake City member firm of the
-New York Stock Exchange, wijth.
Merrill Lynch. The consolidation
will be effective on April 16. Mr.
Smith said that Merrill Lynch

. will continue the offices of Pett
& Morris in Boise, Idaho Falls
and Pocatello, Idaho, as Merrill

; Lynch sales headquarters.
; The Salt Lake City .office of
Merrill Lynch will be consolidated

• with the Pett & Morris office
(there. Walter L. Roche, Merrill

Lynch manager, will continue as

manager of the expanded opera-!
tion. Thornton D. Morris, senior
partner of Pett & Morris, will be-!
come; Manager of the Merrill
Lynch Bond Department in Salt
Lake City. Other partners and;
employees of Pett & Morris will
become associated with Merrill

Lynch. |
— — — j

Stanton Griffis to Address j
NY Bond Club Meeting- j
Stanton Griffis, United States

Ambassador to Egypt, will ad¬
dress a dinner meeting of the
Bond Club . of New York on

April 20, George J. Leness, Presi¬
dent of the Bond Club, announced
today., The dinner will be held at:
the Starlight Roof of the Waldorf-
Astoria. , , ; !

THE BOARD OP DIRECTORS OP THE

AiABAMA -CAUFORMIA GOLD RAINES COMPANY
ANNOUNCE THEY RAVE ADOPTED A NEW POLICY OP OPERATION

WHEREBY THE-COMPANY WILL PARTICIPATE IN THE MINING OF
OTHER MINERALS. THIS BALANCED OPERATION IS MAPE POSSIBLE
THROUGH OWNERSHIP IN OTHER MINES. V. ' ' "

"

OFFICERS
L. E. McKENDRY, PRESIDENT, TACOMA, WASHINGTON

P. C. VANVALKENBURGH, VICE-PRESIDENT, OMAHA; NEBRASKA
ARTHUR BERRY, VICE-PRESIDENT, PORTLAND, OREGON

H. C. VANVALKENBURGH, SECRETARY-TREASURER, SEATTLE <

JOE M. KADLE.CEK, CHAIRMAN OP THE BOARD, OMAHA, NEBRASKA

ENGINEERING REPORTS ON A NEW PROPERTY - WILL BE - . .

AVAILABLE IN THE NEAR FUTURE

ALABAMA-CALIFORNIA GOLD MINES COMPANY
MAIN OFFICE: 619 LYON BUILDING,, SEATTLE 4, WASHINGTON

CHEMICAL BANK & TRUST COMPANY,
NEW YORK

Mar. 31, '49 Dec. 3.1, '48

Total resources- 1.472,104,362 1,583,724,459
Deposits ______ 1,326,723,077 1,435,190,3j2
Cash & due from . ■

banks 421,990,543 437,514,147
U.S. Govt, secur¬

ity holdings— 386,884,354 415,537.186
Loans and bills
discounted 540,438.675 560,790,246

Undiv. profits.- 11,483,297 10,72(,0a9
!|s $

N. Baxter Jackson, Chairman of
the Chemical Bank & Trust Com¬
pany, announces the election of
Robert K. Christenberry, Presi¬
dent and Treasurer of the Hotel

Astor, to the Advisory Board of
the Times Square office" of the
bank. y

CORN EXCHANGE. BANK TRUST COM-
, PANY, NEW YORK

Mar. 31, '49 Dec. 3i, >48
$ $

Total resources 799,116,889 819,960,048
Deposits — 750,857,863 772,123,408
Cash &r due -from- •' * ' ' '

banks 3236,506,717 252,158,167
U. S. Govt, secur-

_

ity holdings—— 462,675,448 461,604,740
Loans & bills dis- . _ ^ '

counted 70,139,615 80,285,297
Undivided profits—' 5,442,947 5,030,864

:|: * *

J. HENRY SCHRO.DER BANKING COR-
'

FORATJON, NEW YORK — ; r

Mar. 31, *49 Dec. 31, *48
Total resources— $68,273,362 $79,879,552
Deposits 49,350,666 61,559,574
Cash & due from

banks — 6,554,706 7,354,003
U. S. Govt, secur- ... ------

ity holdings 31,279,004 42,298,483
Loans & bills dis-

counted — 14,072,138" 13,501,748
Surplus and undi¬
vided profits— 3,291,280 3,287,087

THE PUBLIC NATIONAL BANK AND
TRUST COMPANY OF NEW YORK -

Mar. 31, '49 Dec. 31. '48
$ $

Total resources 521,042,228 554,211,185
Deposits — 484,017,634 515,990,583
Cash & due-from

banks —' 127,403,117 139,210,025
U. S. Govt, secur- r

ity holdings 213,329,946 248,763,322
Loans bills dis-:*- *"> - ~ ;

counted 152,971,635 1.4Q.30&96Q
Undivided profits— *8,142,445 9,315,653
'Reflects- $1,500,000 -transferred in-March,-

1949, as reserve for such purposes as
directors may authorize. . .... •• v.

. : -i- ■ »3 * :

SCHRODER TRUST COMPANY,
NEW YORK

Mar. 31, "49 Dec. 31, '48
Total resources $44,807,182 $38,413,031
Deposits ____ 39,610,282 33,232,080
Cash & due from ■ : :
banks 3.5,5.48,589 10,429,479

U. S. Govt, secur- - '

ity- holdings-——- 21,759,891 19,784,414
Loans & bills dis¬

counted—— 6,578,870 7,359,570
Surplus and undi- .

Vided profits-- 2,629,107.. 2,627,890

THE MARINE MIDLAND TRUST CO. !
OF NEW YORK

Mar. 31. '49 Dec. 31, '48
Vv-:';-'v: $*|

Total resources 319,711,941 331,2^9,154
Deposits ——_ 293,425,997 305,594.750
Cash and due from

banks 97,414,617 108,706,930
U. S. Govt, secur-

- ity holdings 83,416,938 83,051,206
Loans and bills dis¬

counted 128,261.694 128.527.155
Undivided profits.- 4,804.578 4,589,717

BANK OF THE MANHATTAN COMPANY,
NEW YORK

Total resources-

Deposits
Cash & due from
banks ___:

U.S. Govt, secur¬

ity holdings-
Loans.& disc' ts-

Undiv. profits—

Mar. 31, '49
.,, ; ..

<j.

1.166,906,551
1,080,919,916

Dec. 31, '48
$

1,266.915,928
1,180,772,210

361,245,565 390,123,248

309,621,976
408,646,590
17,171,457

*

344,795,970
455,974,434
16,622,900-

BANKERS TRUST COMPANY, NEW YORK

Mar. 31, '49 Dec. 31, '48'
'

'' " ' ' $ $ I

Total resources- 1,559.658,568 1,524,962,756'
Deposits 1,360,713,914 1,325,471,602
Cash & due from
■" banks—- 438,824,708 439,488,702
U.S.Govt:secur- '
"

ity holdings— 485,730,622 : 441,901,515,
LQans & disc'ts_ 563,849,269 571,153,307
Undiv. profits 55,422,823 54,878,686.

i{. *

THE COMMERCIAL NATIONAL BANK
AND TRUST COMPANY OF NEW YORK
-

; " Mar. 31, '49 Dec. 31, '48
$ s

Total resources— 193,889,271 211,824^189.
Deposits 165,922,300 183,677,530
"Cash & due from r ■/".'. I
banks— 47,125,907 62,501,680

u. S, Goyt, secur- J v.. ;• . !
ity holdings——. 95,601,768 96,525,536!

Loans & bills dis- '
1 counted — 46,033,514 : 48,039,194
Surplus and undi- > , •'
vided profits— 14,185,179 14.077,136

;./t

BROOKLYN TRUST COMPANY,
BROOKLYN, N. Y. \

Mar. 31, '49 Dec. 31, '48
z < '-v:. _ ; $ $

Total resources— 228,045,685 243,852,632
Deposits — — 210,628,165 226,232,997
Cash & due from • !'
banks —- 60,722,517 73,785,996

U_ S. Govt, secur-
■' ity holdings—' 125,661,768 125,719.975
Lo.ans & bills dis- ! . '
counted — 28,895,562 32,947,797

Undivided profits-- 1,930,27.7 1,734,048
sj: $ '

Arthur C. Fox and Fred G.
Kracke recently completed 25
years Qf service with The Lincoln
Savings Bank of Brooklyn.
MA Fox is Assistant Vice-Presi¬

dent and Manager in charge of the
Brighton Beach office and Mr.
Kracke is the officer in charge of
Savings Bank Life Insurance. (

Both men were presented with

J, William . Hardt retired on

April 1 as Chairman of the board
and Executive Vice-President of
The Philadelphia National Bank
under; the retirement plan of the
bank but will continue as a direc¬
tor. In 1908 Mr. Hardt became
associated with the Franklin Na¬
tional Bank, which through merger
in 1928 became a part of the pres¬
ent Philadelphia National Bank.' •'

* *

THE PHILADELPHIA .NATIONAL BANK,
, PHILADELPHIA, PA.

Mar. 31, '49 Dec. 31, '48
|

Total resources 701,174,904 724,269,495
Deposits — 634,516,449 656,777,741
Cash & due from
oanks 235,293,239 231,093,541

U. S. Govt, secur¬

ity holdings—— 242,406,095 261,644,151
Loans & bills dis- • > ;■ • Iv
counted 163,355,817 176,976,835

Undivided profits— 10,062,583 9,711,450
; s. »

CORN EXCHANGE NATIONAL BANK AND
TRUST COMPANY, PHILADELPHIA, PAi

"

*■■■• 1 r
. Mar. 31, '49 Pec. 31, '48

•'
I

Total resources 275,625,512 282,630,237
Deposits ——— 252,024,444 259,108,736
Cash and due from ■■■■■■!■. ■ • >

banks 72,953,607 78,730,268
U. S. Govt, secur- )
ity holdings 105,846,695 103.754,752

Loans and discounts 72,349,961 76,581,811
Undivided profits— 2,624,324 2,557,031

: / V ; ^
FIDELITY - PHILADELPHIA TRUST CO.^

PHILADELPHIA, PA.
■, Mar! 31, *49 Dec. 31, '48

- "

. ■ $ ; V
Total resources 196,586,7*1 222,292,241
Deposits ___— 168,094,648 191,004,072
Cash and due from
banks —- 45,029,713 55,295,390

U. S. Govt, secur- : , *
ity holdings ____ 44,601,846 59,085,762

Loans and bills dis¬
counted 66,401.739 67.797,173

Undivided profits-. 5,179,933 5,045,851
* * * '■ .v:;'

Negotiations have been com¬

pleted, merging The Abington Na¬
tional Bank of Clarks Summit, Pa.,
with The First National Bank of

Scranton, Pa. The merger has been
approved by the stockholders and
will be operated as The Abbington
Branch of The First National
Bank of Scranton. The Manager
in charge will be Clarence A.
Boston, Assistant Vice-President,
who has been acting as Cashier
of The Abington National Bank.
Plans were to officially merge

the assets of both institutions as

of March 31, 1949.
The First National Bank of

Scranton, established in 1863, is
the largest bank in Northeastern
Pennsylvania with resources of
over $100,000,000.
The First National also main¬

tains a branch in the Hyde Park
section of Scranton/; formerly
known as The Pennsylvania Trust
Company, which merged with The
First National on Jan. 1, 1946. ) V
G. d'Andelot Belin is President

of The First National Bank and
Frank Stemple, Executive Vice-
President.. - - :

Henry Belin, III, who has been
President of The Abington Na¬
tional Bank, has also been a direc¬
tor of The First National Bank for
many years. ; :
y- -i, '/ •!» Sj*

The appointment of Charles S.
Manning as Assistant Cashier of
the Farmers -Deposit National
Bank of Pittsburgh, Pa., was an«

nounced on March 25 by John S.
Smith, President, it was stated in
the Pittsburgh "Post Gazette" of;
March 26. ;'' V

•;A 'J- . • /- \ ^ V ^ ; ^

The election of C. • Meredith

Boyce as an Assistant Vice-Presi¬
dent pf the Mercantile Trust Com¬
pany of Baltimore, Md., occurred
at the annual meeting of the board
on March 23, according to the Bal¬
timore "Sun," which added that
other officers were reelected. * ;N

• ' • ❖ ❖ • f
i,

•• G. Harry Wehmer, Vice-Presi¬
dent and Trust Officer of the
Provident Bank & Trust Co. of

Cincinnati, Ohio, died on March
21, at the age of 72 years. The
Cihcirinati "Enquirer" states that
at his death Mt. Wehmer had b6en

a member of. the Provident's staff
for 48 years. A brother, Edward
Q, Wehmer,1 the paper indicated
said, v.retired last year a§ Vice-
President and Trust Officer of the
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Western Bank & Trust Co. of Cin¬
cinnati. ■ . :V'

* sji * "

Joseph E. Stennes has been pro¬
moted from the post of Trust Of¬
ficer of the Northwestern National
Bank of Minneapolis to that of
Assistant Vice-President of the
Trust Department, it was recently
announced by Joseph F. Ringlarid,
President, it is learned irom the
Minneapolis "Star." Mr. Stennes,
the "Star" reports, began his bankr
ing career with the Bankers' Trust
Company of New York, and went
'to Minnesota with the State Tax
Commission in 1932. He had been

Trust Officer of the bank since

January, 1946.
«: «: *

The Peoples National Bank of
Tyler, Texas, has increased its
capital, effective March 22, from
$400,000 to $600,000; of the in¬
crease $100,000 resulted from a

stock dividend, while the sale of
new stock yielded a further $100,-
000, according to the March 21
bulletin of .the Office of the

Comptroller of the Currency.

■ As a result of the sale of the
new stock the First National Bank
of Santa Fe, New Mexico, has in¬
creased its capital to the extent of
$69,000, increasing it from $351,000
to $420,000, it is learned from the
March 28 bulletin of the Office of
the Comptroller of the Currency.

# j;: % '

Incident to the question as to
whether or not to give banking
services on Saturdays in Califor¬
nia, L. M. Giannini, President of
the Bank of America National
Trust & Savings Association of
San Francisco, has made known
that the bank proposes to pioneer
an experimental schedule of longer
banking hours, starting where the
local problems of inadequate bank¬
ing facilities and services are most

pressing. Offices where the ex¬

periment is to be made will re¬

main open until 4:30 p.m. on Sat¬
urdays and all other days of the
week except Sunday, instead of
the 12:00 noon closing on Satur¬
days and the 3:00 p.m. closing on
other days now in effect. Mr.
Giannini said that "if this experi¬
ment receives positive public ap¬

proval, the plan will be more

widely applied to Bank of Amer¬
ica branches, barring restrictions
by local clearing houses. At the
same time, inasmuch as the sched¬
ule would require personnel re-
assignments and a possible expan¬
sion of staff, it is hoped it may
•result in a five-day, 40-hour rota¬
tive week for the employees of
the affected branches." He added
that the experiment will provide
an opportunity to determine to
what degree the extension of
hours of service actually contrib¬
utes to the public convenience and
need. It is hoped, he said, that
longer hours will reduce peak
loads and shorten the lines at
Teller windows, and that the full
day on Saturday will be of par¬
ticular benefit to those whose oc¬

cupations allow them to do their
banking only on that day. He
pointed out that two years ago,
when the discussion was at its

height, a move to close banks on
Saturdays was halted by what
competitors described as the ob¬
structive tactics of Bank of Amer¬

ica, /and he noted that a measure
before the State Legislature seek¬
ing to close all banking establish¬
ments on Saturdays failed of en¬
actment. y Today? Mr. Giannini
said, after careful study the con¬
clusion has been1 Reached that the
solution is not less banking serv-r

ice, but^more. : "The ills of the
world today which result from the
cumulative effect of so many giv¬

ing too little in return Tor so

much," he declared, "can be cured

only by a willingness to give full
value. Economic recovery in

Europe and Britain, for example,
shows progress only as this rule is
observed by all- classes. The false
standards * which afflicted other

countries must be resisted here."

nit ffflt e,%om 4948

BENEFICIAL INDUSTRIAL LOAN CORPORATION
AND SUBSIDIARIES

A Financial Service to

the American Family

During the year 1948 the business of
the Company reached a new high mark
in volume of business transacted, num¬
ber of customers served, outstanding
loans at the year-end and profits
earned. This was accomplished with¬
out advances in small loan rates—the

borrower paid no more.

Net earnings were $8,012,503, equal after Preferred Stock
dividends to $3.14 per share of Common Stock, com¬

pared with $6,431,432 and $2.56 for 1947. During 1948
cash dividends totaling $1.65 per share were paid on the
Common Stock, compared with $1.50 for the previous
year. The Company has thus paid quarterly dividends
on Common Stock continuously since its organization in
May, 1929, in addition to five extra cash dividends. „

During the year $10,000,000 were added to capital
through the sale of Preferred Stock (Series 1948). $5,000,000
of Canadian funds were borrowed for the Canadian sub¬

sidiary. Jn February, 1949, $20,000,000 Fifteen Year 3}4%
Sinking Fund Debentures were sold, the proceeds of which
are being used to retire bank loans as they mature.
Beneficial Industrial Loan. Corporation's subsidiaries

operate a system of 475 small loan offices which, with few
exceptions, use the name Personal Finance Company.
There are 455 offices located in 342 cities in 34 states and

20 offices in 12 cities in Canada.

Serving the American Family
Customers are drawn from families in average middle-

class circumstances, who are already faced with financial
problems. They borrow for medical and dental purposes
—to pay bills—to meet unexpected family situations re¬

quiring cash. The average American Family living on the
Main Streets of America is the backbone of the business.

This "Financial Service to the American Family" is both
direct and intimate and runs into vast numbers:—

1,145,826 accounts during 1948 —for a total volume of
more than a quarter of a billion dollars. And it is also
reflected in small numbers—the average unpaid balance
at the year-end was $175.18.

This service reaches people in practically every occupa¬
tion and profession, over a wide geographical area, in
large total volume, yet in small "family size" amounts—

within their ability to repay.

CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1948

ASSETS

Cash and United States Government •'

Obligations .; ...... i ..V. $ 16,827,218
* '.'.•.-i1.. » v * $'• 4? ■ >!' '-V** ,'1:." • 1 i ' ,*■««. * <r . #»v . •

Instalment Notes Re¬

ceivable $134,503,123
Less Reserve for Losses 7,518,612

Accounts Receivable

126,984,511

416,912

Total Current Assets $144,228,641

Other Notes Receivable

Real Estate — at Cost (less reserve).

Furniture and Fixtures — at Cost (less
reserve) i ...

Unamortized Debt Discount and * Ex¬

pense and Other Deferred Charges ....

Other Assets !

2,643,232

135,463

943,389

520,859

104,969

Total $148,576,553

COMPARATIVE PERFORMANCE

Consolidated Net Income ....

Common Stock Earnings
per share ..........7:.

Volume of Business! 7
"

- ' c,:-: ■' - '• V •< !>.v:
Number or Transactions!.-.... 7
Instalment Notes ."Receivable
V at year-end

■\Loan Offices only. -

1948

$ 8,012,503

$3.14

4 $251,649,144

1,145,826

7 $134,503,123

1947

$ 6,431,432

$2.56

$220,954,601

y. 1,059,171

$118,092,186

LIABILITIES

Loans Payable ....a $ 24,725,000
-Federal Income Taxes ^ 2,996,693
Accounts Payable ...., . - 2,079,847
Employees' Thrift Accounts 4,375,757

Total Current Liabilities $ 34,177,297
%V2% Debentures, Due May 1,1961 20,000,000
2%% Promissory Notes, Due Apr. 1,1967 20,000,000

- Promissory Notes for Five Million Ca¬

nadian Dollars (3%%, due July 1,
1960) 4,622,000

Reserve for Contingencies 700,000
Unearned Discount, Etc 2,255,789
Minority Interest in Subsidiaries .......... 12,521
Capital Stock and Surplus:

Preferred Stock (without par value):
"

100,000 shares $3.25Div¬
idend Series of 1946 . $10,000,000

100,000 shares $4 Divi-
- dend Series of 1948..... 10,000,000

Common Stock ($10 par

value): 2,383,100 shares 23,831,000
Paid-in Surplus'.... 1,185,750
Earned Surplus 21,792,196 -66,808,946

Total .! ZZI~Z $148,576,553

CAPITAL STRUCTURE

short-term debt

long-term debt

capital, surplus
and reserves

20%

30%

50%

$ 29,100,757

44,622,000

75,040,079

v v -phe information contained herein should be read in conjunction with the financial statements and notes appearing in
the 1948 Annual Report to Stockholders which contains the certificate of Messrs. Haskins & Sells, Certified Public Ac¬
countants. Ibis advertisement is.published solely for the purpose of providing information. It is not intended for use

'

in connection with any sale or purchase of, or any offer or solicitation of an ofTer to buy or sell, any securities. y

The Company will be pleased to furnish copies of the complete
1948 Annual Report upon request addressed to:

BENEFICIAL INDUSTRIAL LOAN CORPORATION,, WILMINGTON 99, DELAWARE

'

:>
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Joseph E. Stennes has been pro¬
moted from the post of Trust Of¬
ficer of the Northwestern National
Bank of Minneapolis to that of
Assistant Vice-President of the
Trust Department, it was recently
announced by Joseph F. Ringland,
President, it is learned irom the
^Minneapolis "Star." Mr. Stennes,
' the "Star" reports, began his bank¬
ing career with the Bankers' Trust
Company of New York, and went
to Minnesota with the State Tax

• Commission in 1932. He had been
Trust Officer of the bank since

January, 1946. '
£ <' i:

The Peoples National Bank of
Tyler, Texas, has increased its
capital, effective March 22, from
$400,000 to $600,000; of the in¬
crease $100,000 resulted from a

stock dividend, while the sale of
new stock yielded a further $100,-
"000, according to the March 21
bulletin of -the Office of the

Comptroller of the Currency.

r As a result of the sale of the
, new stock the First National Bank
of Santa Fe„ New Mexico, has in¬
creased its capital to the extent of
$69,000, increasing it from $351,000
to $420,000, it is learned from the
March 28 bulletin of the Office of
the Comptroller of the Currency.

* ❖ * • ;

Incident to the question as to
whether or not to give banking
services on Saturdays in Califor¬
nia, L. M. Giannini, President of
the: Bank of America -National
Trust & Savings Association of
San Francisco, has made known
that the bank proposes to pioneer
an experimental schedule of longer
banking hours, starting where the
local problems of inadequate bank¬
ing facilities and services are most
pressing. Offices where the ex¬

periment is to be made will re¬

main open until 4:30 p.m. on Sat-
-urdays and all other days of the
week except Sunday, instead of
•the 12:00 noon closing on Satur¬
days and the 3:00 p.m. closing on
other days now in effect. Mr.
•Giannini said that "if this experi¬
ment receives positive public ap¬

proval, the plan will be more

-widely applied to Bank of Amer¬
ica branches, barring restrictions
by local clearing houses. At the
same time, inasmuch as the sched-
-ule would require personnel re-
assignments and a possible expan¬
sion of staff, it is hoped it may
result in a five-day, 40-hour rota¬
tive week for the employees of
the affected branches." He added
that the experiment will provide
an opportunity to determine to
what degree the extension of
hours of service actually contrib¬
utes to the public convenience and
need. It is hoped, he said, that
longer hours will reduce peak
loads and shorten the lines at
Teller windows, and that the full
day on Saturday will be of par¬
ticular benefit to those whose oc¬

cupations allow them to do their
banking only on that day. He
pointed out that two years ago,
when the discussion was at its

height, a move to close banks on
Saturdays was halted by what
competitors'described as the ob¬
structive tactics of Bank of Amer¬

ica, and he noted that a measure
before the State 'Legislature seek¬
ing to close alFbanking establish¬
ments on Saturdays failed of en¬
actment; Today; Mr, Giannini
said, after careful study the- con¬
clusion has been reached that the

solution is not less banking servr

ice, but ^more. » "The ills of the
world today which result from the
cumulative effect of so many giv¬

ing too little in return for s<f
"

much," he declared, "can be cured

only by a willingness to give full
value. Economic recovery in

Europe and Britain, for example,
shows progress only as this rule is
observed by all- classes. * The false
standards which afflicted other

countries must be resisted here."

torn urn a

BENEFICIAL INDUSTRIAL LOAN CORPORATION
AND SUBSIDIARIES

A Financial Service to
the American Family

During the year 1948 the business of
the Company reached a new high mark,
in volume of business transacted, num¬
ber of customers served, outstanding
loans at the year-end and profits
earned. This was accomplished with¬
out advances in small loan rates—the

borrower paid no more. ,

Net earnings were $8,012,503, equal after Preferred Stock
dividends to $3.14 per share of Common Stock, com¬

pared with $6,431,432 and $2.56 for 1947. During 1948
cash dividends totaling $1.65 per share were paid on the
Common Stock, compared with $1.50 for the previous
year. The Company has thus paid quarterly dividends
on Common Stock continuously since its organization in
May, 1929, in addition to five extra cash dividends. „

During- the year $10,000,000 were added to capital
through the sale of Preferred Stock (Series 1948). $5,000,000
of Canadian funds were borrowed for the Canadian sub¬

sidiary. In February, 1949, $20,000,000 Fifteen Year 3i^%
Sinking Fund Debentures were sold, the proceeds of which
are being used to retire bank loans as they mature.
Beneficial Industrial Loan Corporation's subsidiaries

operate a system of 475 small loan offices which, with few
exceptions, use the name Personal Finance Company.
There are 455 offices located in 342 cities in 34 states and

20 offices in 12 cities in Canada.

Serving the American Family
Customers are drawn from families in average middle-

class circumstances, who are already faced with financial
problems. They borrow (or medical and dental purposes
—to pay bills—to meet unexpected family situations re¬

quiring cash. The average American Family living on the
. Main Streets of America is the backbone of the business.

This "Financial Service to the American Family" is both
direct and intimate and runs into vast numbers:—

1,145,826 accounts during 1948—for a total volume of
more than a quarter of a billion dollars. And it is also

- reflected in small numbers—the average unpaid balance
at the year-end was $175.18.

This service reaches people in practically every occupa¬
tion and profession, over a wide geographical area, in
large total volume, yet in small "family size" amounts—
within their ability to repay. 1

CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1948-

ASSETS

Cash and United States Government -

Obligations $ 16,827,218

Instalment Notes Re- >

ceivable $134,503,123
Less Reserve for Losses 7,518,612

Accounts Receivable

Total Current Assets

Other Notes Receivable

Real Estate — at Cost (less reserve)

Furniture and Fixtures — at Cost (less

reserve)

Unamortized Debt Discount and'Ex¬

pense and Other Deferred Charges ...

Other Assets

126,984,511

416,912

$144,228,641

2,643,232

135,463

943,389

520,859

104,969

Total $148,576,553

COMPARATIVE PERFORMANCE

Consolidated Net Income ....

Common Stock Earnings v ■

per share ;7, .... ..

Volume of Business!

Number of Transactions!

Instalment Notes 'Receivable
at year-end ........................

iLonn Offices only. .,

1948
*

$ 8,012,503

$3.14

$251,649,144

1,145,826

$134,503,123

1947

$ 6,431,432

$2.56

$220,954,601

1,059,171

$118,092,186

LIABILITIES

Loans Payable $ 24,725,000
•Federal Income Taxes

xv 2,996,693
Accounts Payable 2,079,847
Employees' Thrift Accounts 4,375,757

Total Current Liabilities $ 34,177,297
%V2% Debentures, Due May 1,1961 20,000,000
2%% Promissory Notes, Due Apr. 1,1967 20,000,000
Promissory Notes for Five Million Ca¬

nadian Dollars (3%%, due July 1,
1960) 4,622,000

Reserve for Contingencies 700,000
Unearned Discount, Etc. 2,255,789
Minority Interest in Subsidiaries 12,521
Capital Stock and Surplus:

Preferred Stock (without par value):
100,000 shares $3.25Div¬
idend Series of 1946.. $10,000,000

100,000 shares $4 Divi-
; dend Series of 1948 10,000,000

Common Stock ($10 par .

value): 2,383,100 shares 23,831,000
Paid-in Surplus' 1,185,750
Earned Surplus 21,792,196 66,808,946

Total $148,576,553

CAPITAL STRUCTURE

siiort-term debt

long-term debt

capital, surplus
and reserves

20%

30%

50%

$ 29,100,757

44,622,000

75,040,079

The information contained herein should be read in conjunction with the financial statements and notes appearing in » .

v the 1948 Annual Report to Stockholders which contains the certificate of Messrs. Haskins & Sells, Certified Public Ac¬
countants. This adverdsement is published solely for the purpose of providing information. It is not intended for use

*

in connection with any sale or purchase of, or any offer or solicitation of an offer to buy or sell, any securities. v

The Company will be pleased to furnish copies of the complete
1948 Annual Report upon request addressed to:

BENEFICIAL INDUSTRIAL LOAN CORPORATION,, WILMINGTON 99, DELAWARE
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Bankand Insurance Stocks
By H. E. JOHNSON

U. S. Influence on
By PAUL EINZIG

Policy

4 This Week—Insurance Stocks
Fire insurance stocks as a group continue to act well in an

otherwise uninspiring market for equity shares. At a time when
there are increasing signs that general business is facing a period
©if readjustment with possibly lower volume and profits, the factors
supporting favorable insurance operations continue strong and un¬
doubtedly account for the impressive market action of these stocks.

In contrast to many other industries, a trend toward a moderatelylower level of prices and business activity could have a favorable
effect upon underwriting earnings. With the development of such
conditions, it should be possible to reduce the costs of settling claims
with a substantial benefit to insurance operations.

While it is too early in the year to obtain any comprehensive
estimates of final results, the trends indicated so far are considered
favorable. In recent months price cuts have become numerous with
manufacturers and retailers anxious to reduce high cost inventories.
In; other cases some companies have reduced prices in order to obtain
a larger portion of the available market. Also, the level of business
as- measured by the Federal Reserve Board Index of Industrial Pro¬
duction has declined from a postwar high last November of 195 to an
estimated rate of 186 for March. Such conditions should be favorablyreflected in the cost of replacing destroyed or damaged property.

Of more direct concern in underwriting operations, however, isthe trend of fire losses. Here too, the experience has been favor¬
able compared to a year ago. For the first two months of 1949 fire
losses as estimated by the National Board of Fire Underwriters
totaled $120,350,000 as against $134,531,000 a year earlier. This rep¬resented a decline of approximately 10.5% in a year-to-year com¬
parison.

Thus the combination of these factors and the trends indicated
poiaat to favorable underwriting results for the current period.

In regard to investment income, the most important factor in the
payment of dividends to stockholders, some further slight improve¬ment is possible this year. The full effect of the larger volume ofinvestment funds made available during 1948 and improved yieldsstoauld be reflected during 1949. Although a major decline in busi¬
ness could endanger dividend payments on common stock holdings,in most cases the shares held are quality issues and dividends should
bet maintained. Also, the predominant position of bonds and pre-fienred stocks in some portfolios will reduce the effects of any read¬justment on such companies.

At the samq time dividend payments of insurance companies,even though increased recently in some cases, are still conservativeand absorb only about 60% of investment income. Payments shouldbe continued and in a number of instances, with the pressure oncapital funds eased, larger payments are possible.
Against this background the following tabulation on 22 leadingfiare insurance companies is presented. It shows the current price,the price at the end of last year, the range so far in 1949, the annual

dividend rate and the current yield of these stocks:

Current Bid
Bid Price Price

April 4, Dec. 31,
1949 1948

Aetna Fire

Agricultural Insurance
American Insurance

,

Continental Insurance
Ftedferal Insurance
Fiidelity-Phenix :_____
Flare Association

__

Fireman's Fund
Firemen's (Newark)
GBens Falls Insurance.
Great American
Hanover Fire
Hartford Fire
Bonne Insurance
Insurance Co. of North Amer.
National Fire
Phoenix Insurance

Friwvidence-Washington
Sfc. Paul Fire & Marine______
Security Insurance

__________

Springfield Fire & Marine
U S. Fire

$

53

62

17

$

49

61

17%
613/4 63 y4
61% 59%
67% 673/4
62% 60
79 82%
16 151/4
483/4 48%
33 31%
3H/4 313/4
125 121

29 29
110 106 -

533/4 49
87% 87
33% 33%
86 76

34% 31%
45% 44
57 60%

—1949

Price

High /Low
$ $

55 48i%
65% 60

I8I/4 163/4
63% 563/4
61% 59
68 64%
65% 591/4
82% 77

16% 15
49 47%
341/4 31

32% 311/4
126 117%
293% 28%
110% 104%
561% 48
89% 86
351/4 33
86 75%
35% 311/4
46% 43%

-603/4 57

Current
Dividend
Rate

$

1.80
3.00

0.70
2.20
1.85

2.40

2.50
2.60

0.50

2.00

1.30

1.40

2.50

1.30

3.50
'

2.00
3.00

1.40

2.25
1.40

1.90

2,40

Yield

'/o
3.40

4.84

4.12

3.56
3.01
3.56

4.00
3.29

3.13
4.10

3.94

4.48

2.00
4.48

3.18
3.72

3.43
4.18

2.62

4.06
4.14

4.21
In most instances the stocks of insurance companies have con¬

tinued to move ahead this year and are now higher than at the endof 1948. Even though fluctuations are relatively narrow a number ofstocks are at their highs and near the best level since 1946.
The yields obtainable are not so high as for some industrials butthis reflects the conservative nature of the companies and the highinvestment regard for the stocks.

Preliminary
Earnings Comparison

19 New York City
Bank Stocks
Circular on Request

Laird, Bissell & Meeds
Members New York Stock Exchange
Wt BROADWAY, NEW YORK 5, N. Y.

Telephone: BArrlay 7-3500
BeU Teletype—NY 1-1248-49

PL. A. Gibbs, Manager Trading Dept.)

Parcells Co. Honored .

DETROIT, MICH.—Charles A.
Parcells & Co., Detroit investment
house, was honored this week by
the Detroit Stock Exchange for
having completed 30 years of
membership on the Exchange.
"Your record of continuous

service since April, 1919 has been
invaluable to the Exchange and
has been a distinct contribution to
our progress," Armin H. Vogel,
Exchange President, wrote the

company, "and we extend our

best wishes for your continued
growth and success."

Dr. Paul Einzig

Dr. Einzig sees intensified U. S. influence on Britain's economic

policies because of North Atlantic Pact, and ascribes to it slow¬
down of nationalization movement. Says Sir Stafford Cripps' policy
of "disinflation" is causing unemployment in Britain, but will con¬
tinue because of American influence, but asserts, in sphere of

'

international and commercial policy, Anglo-Amerifcan differences
continue undiminished.

LONDON, ENGLAND—With the conclusion of the Atlantic Pact,
Great Britain is linked more firmly than ever to the United States
from the point of view of foreign policy and national defense. At the
same time, however, the discrepancy between the domestic policies

of the two<^

countries, and
between their

international
economic and
financial poli¬
cies, remains
wide. There is,-
indeed, no
reason why
the difference
in their sys¬
tem and out¬
look should

prevent close
international
political and
military col-

/:'> laboration. In
any case that difference is now

not quite so marked as it appeared
be until quite recently, and the
chances are that it will tend to
become even less pronounced in
the course of the next year or
two. For, even though it is one
of the basic principles of Marshall
Aid that there should be no Ameri¬
can interference with the internal
policies of the beneficiary coun¬
tries, in reality American influ¬
ence is making itself felt, con¬
sciously or otherwise, in the shap¬
ing of British economic policies.
In the first instance, depend¬

ence on American economic and
military aid has undoubtedly
slowed down the pace of national¬
izations. It is true, the British
Government is proceeding with
steel nationalization, in spite of
the misgivings expressed in Wash¬
ington, both in public statements
and in private conversations,
about its possible effect on steel
production. It seems probable that
the British Government has ex¬

plained in Washington the pos¬
sible grave political consequences
of abandoning a project that was
endorsed by the majority of the
electorate in 1945. On the other
hand, the proposed pace of na¬

tionalizations during the next five
years, as indicated by the new
electoral program of, the Labor
Party for 1950, is much more mod¬
erate than was expected until re¬
cently. . ..*■ • . .

Admittedly, various domestic
considerations must have played a
part in making the moderate view
prevail during the prolonged bar¬
gaining that led to the adoption of
the program. There is a wide¬
spread feeling among Socialists
that during the last four years
nationalization has proceeded too
rapidly, and that there must be a

period of consolidation before re¬

suming nationalization on a large
scale. Moreover, a trade reces¬
sion is widely anticipated, and it
is feared that, should the gov¬
ernment take over more indus¬
tries, they are bound to make a

bad start and operate at a big loss.
But these and many other argu¬
ments would, not have deterred
the extremists from pressing for
the nationalization of the engi¬
neering, shipbuilding, automobile
and other major industries. It was
probably a much more effective
argument: that, as until 1952 at
any rate British recovery con¬
tinues to depend on American fi¬
nancial aid, it would be a

. mis¬
take to antagonize Congress by
the adoption of a too radical pro¬
gram. Left-wing Socialists must

have realized, that any cut in
Marshall Aid resulting from a too

aggressive pftlicy of "Socialism-in-
our-time" would mean a reduc¬

tion in the standard of living of
the British workers.

Nor is the nationalization pro¬
gram the only sphere in which
American influence is visible. Dur¬

ing the last few months the gov¬
ernment has embarked on an un¬

expected courseofde-rationing and
de-control. ' Bread, textiles, shoes,
candies, milk have come or are

coming off the list of rationed
goods; coal and other goods are
expected to follow shortly. The
majority of controls of industrial
raw materials supplies has been
abandoned. The reason given for
this policy is that the supply posi¬
tion has improved to such extent
that the government can now af¬
ford to relax its controls. It is

undoubtedly a fact that, since the
purchasing power of the public
has declined, demand is no longer
as strong as it was until recently.
Even so, the government is taking
decidedly a risk by removing some
of the controls. ;

During the course of the public
discussions of this subject in Par¬
liament and the press no mention
has so far been made of the pos¬
sibility that the new policy has
been adopted at least partly in
order to show to the United States
Administration, to Congress, and
to American public opinion, that
the British Socialist Government
is making an effort to bring
Britain nearer to what has come

to be known as the "American
way of life." To appreciate the
significance of the change it is
necessary to bear in: mind the
fact that with the removal or re¬

laxation of each control the So¬
cialist ideal of a planned economy
is receding further and further
into the remote and uncertain fu¬
ture. For planning is difficult
enough even under a -regime of
widespread rationing and various
forms of controls on production
and trade; it becomes increasing¬
ly difficult as and when the free¬
dom of producers, merchants and
consumers is extended. >

Indeed, it is correct to say that
the British Socialist Government
is.* well on its way toward re¬

turning to the regime under which
supply and demand becomes once

more the supreme controller of
economic activities. To make this

possible, Sir Stafford Cripps is
enforcing a deflationary policy
which is not in any way less de¬
flationary for being described as

"disinflationary." Even the policy
of full employment is made to
occupy second place behind the
policy of disinflation/Unemploy¬
ment is raising its ugly head here,
there and everywhere—on a small
scale up to now, it is true, but
on a sufficient scale to make Lord
Keynes turn in his grave. But for
the de-control, the government
could have well afforded to re¬

lease some purchasing power and
thus to prevent this unemploy¬
ment. A stage may possibly be
reached between now and the

general election when the govern¬
ment will reach the conclusion
that a certain degree of reversal
of disinflation is necessary from a
political as well as economic point
of view. At present, however,
disinflation continues unabated, in
order that the government should
be able to pursue its policy of
decontrol, in contradiction to the
Socialist principles of planned
economy.

No member of the government

would ever think of admitting
that this policy of decontrol and
the consequential pursuance of
disinflation, is a result of Ameri¬
can influence. Yet is it difficult
to imagine any other explanation
for such a change of front by a
Socialist Government which has
an overwhelming majority in the
House of Commons, and which
has every reason to expect to be
returned to office after the gen¬
eral election next year. The Con¬
servative agitation in favor of a

removal of controls has no popular
backing in the country. Until re¬
cently the * by-elections, were

fought mainly on the "control
versus freedom" issue, and in
every single instance the electo¬
rate cast its vote in favor of con¬
trol. The government has not lost
a single seat it gained in 1945. If
in spite of this it decided to adopt
the Conservative policy, to a large
degree, it can only, be explained
on the ground that, subconsciouly
or consciously, it wanted to reduce
the difference between the British
and American economic policies.
It must be pointed out, however,

that this rapprochement is by no
means one-sided. It appears to
us on this side of the Atlantic

that, as a result of President Tru¬
man's victqry in November last, the
United States are going some way
toward approaching "the British
way of life." The projected
measures of social security and
other labor legislation, the possi¬
bility of repeating the experience
of the Tennessee Valley Authority
on an even large scale, and vari¬
ous intended measures of New
Deal are regarded here as an indi¬
cation that the difference is being
reduced not only through a de¬
parture of Britain from dogmatic
Socialism but also through a de¬
parture of the United States from
rugged individualism.
There is, however, one sphere in

which the differences continue
undiminished. It is the interna¬
tional commercial and monetary
sphere. The United States fa¬
vors non-discrimination and con¬

vertibility as firmly as ever, while
Britain is firmly wedded to bi¬
lateral and regional trading, and
to the inconvertible pound. The
explanation is that in existing cir¬
cumstances Britain simply has not
the means to be able to adopt the
American way of life in this
sphere. The disastrous, conse¬

quences of premature return to
convertibility in 1947 have con¬

clusively proved this, and Wash¬
ington does not seem to be press¬

ing London unduly to carry out
the undertakings to adopt the
monetary and commercial policies
favored by the United States. Pos¬
sibly this leniency may be part of
a bargain, expressed or tacit, un¬
der which Britain has volunteered
to approach the American way of
life in other spheres in return for
being allowed to take her time in
the sphere of international trade
and finance.

Harold Spink Y.-P. of
Dempsey & Company
CHICAGO, ILL. — Harold H.

Spink has been elected a Vice-
President of Dempsey & Co., 135
South La Salle Street, members
of the Chicago Stock Exchange.
The officers of the corporation
are as follows: Joseph E. Demp¬
sey, President; Jack R. Dempsey,
and Harold H. Spink, Vice-
Presidents; Alex M. Kezes, Treas¬
urer; Marcella C. Burke, Secre¬

tary; Elvin J. Prchab, Assistant
Treasurer and Assistant Secretary.

Blair B. Deaie With :
Wiseaer in Teronlo ■

TORONTO, ONT., CANADA—
Blair B. Deale has become associ¬
ated with Wisener and Company,-
Limited, 73 King Street, West, as

manager. Mr. Deale was previ¬
ously a partner in Taylor, Deale
& Co., New York City.-
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Here is the Financial Statement of the

Metropolitan Life Insurance Company for
last year. It is more than just figures, be¬
cause back of them is the story of what
32,700,000 policyholders have done for their
families and themselves.

The role ofMetropolitan, like that ofany
Life insurance company, has been to help
policyholders to make effective their indi¬
vidual plans for protection against the un¬
certainties of life. This Statement is a brief

account of its stewardship.
The amount paid to policyholders and

beneficiaries in 1948 was $721,366,364. Of
this sum, $263,780,754 went to the bene¬
ficiaries of 235,000 policyholders; $147,-
045,672 to some 450;000 individuals for
Matured Endowments and Annuities; and

$59,403,238 for 650,000 claims for Disability
and Accident & Health benefits.In addition,
the total paid included sums for cash sur¬
render values, dividends, and other pay¬
ments due under outstanding policies.
The total payments by Metropolitan to

policyholders and beneficiaries during the

last 16 years aggregated $9,346,330,825—a
sum which has served as a stabilizing influ¬
ence in homes and communities throughout
the country. This total exceeds The 'Com¬
pany's assets of $9,125,145;007 as of De¬
cember 31, 1948. *

These assets are held to meet obligations
of $8,591,210,201, of which more than 90%

represents statutory reserves for future pay¬
ments to policyholders and beneficiaries.
Over and above these obligations, there
remained a surplus of $533,934,806, which
•is about 6% of obligations—a backlog
which must be available against the pos¬

sibility ofepidemics, adverse economic con¬
ditions or other unforeseeable situations.

The-Company's assets guarantee the ful¬
fillment,of the $39,958,517,854 of Metro¬

politan life insurance in force. In addition,
they assure the payment of the 448,394

^ annuity and supplementary contracts out¬
standing, and the 6,546,412 policies or cer¬
tificates providing benefits in event of either
accident, sickness, hospitalization, surgical
or medical expense.-

T A few other highlights of the Company's
1948 annual statement are; the net rate of

•interest earned on total assets reversed the

trend of many years and increased from
2.94% in ,1947 to 3.03%; in line with the

experience of business generally, there were
some increasesIn expenses; the rate ofmor¬
tality was slightly lower than in 1947; the
lapse rate was one of the best on record; and
new life insurance issued during the year
was $2,904,157,071. The amount held for
dividends payable to Metropolitan policy¬
holders in 1949 totals $152,067,254.
\ *• ' •' •. * ' ' u' • . r- * ; '";v

Metropolitan investments continued in
1948 to serve various sections of the nation

and its economy. TheCompany is interested
in making loans, irrespective of size, to
either individuals or corporations, which
meet the legal requirements with which it
must comply. - •

• A more complete review of the Com¬
pany's affairs will be found in its Annual
Report to Policyholders, which will be sent
to anyone on request.

STATEMENT OF OBLIGATIONS
. ; ....... .« . * V'

(In accordance with the Apnual Statement filed

OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, ANDOTHERS

Statutory Policy Reserves 57,800,699,727.00
This amount, determined in accordance with legal require- -

ments, together with future premiums and reserve interest,
is necessary to assure payment ofall future policy benefits. , r •

Policy Proceeds and Dividends Leftwith Company. 485,882,414.00
Policy proceeds from death claims, matured endowments,. * .• ...

and other payments, and dividends—left with Company by
•

beneficiariesandpolicyholderstobereturnedinfutureycars. - -

Reserved for Dividends to Policyholders . ... ;152,067,254.00
Set aside for payment in 1949 to those policyholders eligible S

• to receive them.

Policy Claims Currently Outstanding .35,428,842.47
Claims in process of settlement, and estimated claims that
have occurred but have not yet been reported.

Other Policy Obligations 55,327,132.80
Premiums received in advance, reserves for mortality and
..morbidity fluctuations, reserve for continuing the program
ofequalization dividends on weekly premium policies, etc.

Taxes Accrued

Including estimated amount of taxes payable in 1949 on the
business of 1948.

Contingency Reserve for Mortgage Loans . , .

All Other Obligations

AND ASSETS..,DECEMBER 31, 1948
with the Insurance Department of the State of New York)

ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS

National'Government Securities , . . . . . $3,389,262,335.35
U. S. Government ; ;
Canadian Government

.$3,133,829,569.00
. 255,432,766.35

Other Bonds . . ! '. . ... . . . .

Provincial and Municipal . > . . $ 69,755;5I0.23
Railroad. . » 501,930,398.52
Public Utility. , . . . . . , . M, 152,792,757.79
Industrial and Miscellaneous . .' . . 1,722,176,660.28
Bonds of theCompany's HousingPevel-
ppment Corporations. , . . . .115,552,843.75

Stocks . r, . > . ,; . . . . . . . . . .

All but $4,095,050.58 are Preferred or Guaranteed.
} ',s". r\

Mortgage Loans on Real Estate .

Mortgage Loans on City Properties
Mortgage Loans on Farms .

3,562,208,170.57

total obligations . . . . .

SURPLUS FUNDS

Special Surplus Funds .....$ 80,013,000.00

Unassigned Funds (Surplus) . . . 453.921,805.89

total surplus funds . . . . : . . . .

18,835,395.00

21,000,000.00

- -21,969.435,99

$8,591,210,201.26

112,252,333.58

1,138,935,808.40

364,630,189.90

'

, w .. >. . -V

209,417;578.5S

-533,934,805.89

total obligations and surplus funds . $9,125,145,007.15

$1,045,046,270.06
. 93,889,538.34

Loans on Policies. . . . . V . . ; * . . .

Made to policyholders on;the security of their.policies.

Real Estate (after decrease by adjustment of 525,000,000
in the aggregate) . . . . «•;

Housing projects.and other real estate
acquired for.investment . . ,, . 5 153,465,256.62

Properties for Company use . . . . -34,716,517.77
Acquired in satisfaction of mortgage in-. * .._•••
debtedness (of which $1:1,709,287.72 is
under contract of sale) : 46,235,804.19

Cash and Bank Deposits 151,S86,801.05

Premiums, Deferred andrin Course of Collection . 131,311,715.47

Accrued Iruterest, Rents, etc 65,240,074.25

total assets to meet obligations . . . $9,125,145,007.15

NOTE—Assets amounting to $438,451,141.96 are .deposited with various public officials under requirements of law or regulatory authority,
ifljlhc Annual .Statement filed with the Massachusetts Department of Banking and-lnsurance, Statutory Policy

Reserves are $7,800,819,811.00, and All Other Obligations are $21,849,351.99. • ~

(- rnmm mm mmm ipi.fla mmm mmm mm mmm .mm mmm .mmm mm

*'
METROPOLITAN LIFE INSURANCE CO.

*' 1 Madison Avenue, New York 10, N. Y.

"I

r

Metropolitan life
Insurance Company

(j mutual company)

1 Madison Avenue, New York *10, N. Y.

•Gentlemen:

. . Please send rme a copy of your Annual Report to :
*

Policyholders for 1948.
^ Policyholders
I NAME.

{ STREET
a
1 CITY— -STATE.

3
1
j
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I Sees Much of Corporate Profits "Unreal"
|April "Monthly..Bank.Letter" of, National,City Rank of New. York .

|taJces issue with CIO contention profits are too high and should be
^trimmed. Also attacks figures in Report of Congressional Committee

on the Economic.Report , '

$ Commenting on its summary of corporate earnings for 1948, the
April issue of the "Monthly Bank Letter," published by the National
City Bank of New York, takes issue with the argument that profits
are too high and that corporate "excess" earnings should be drained
off by taxes, wage increases or^
government dictated price reduc¬
tions to consumers.

"Such agitation," says the ''Bank
Letter," "against profits; is both
ill-founded and dangerous. Profits
in a freely competitive market
are largely the product of the
impersonal workings of economic
law. When the demand for goods
exceeds the supply, as has been
the case most of the time since
the war, prices and profits na¬

turally rise. Individual concerns
may try to buck the trend by low¬
ering prices, as did International
Harvester and Ford two years

ago, to cite two conspicuous ex¬

amples. Such efforts are praise¬
worthy but unavailing under in¬
flationary conditions. The con^.
cerns soon find that, with rising
wages and other costs, they are
only penalizing themselves with¬
out making any significant dent

IT
ow to preserve a

. . . upon the loss ofapartner

THE 'PARTNERSHIP

7 .There is a practical and easy solution
. through a buy-and-sell agreement made now by the partners rather

{than later by the heirs and survivor. A Penn Mutual Underwriter
ijwill be glad to show you how easily you can create, immediately, a

self-completing sinking fund to implement this agreement. Under
the protection of this fund, the event that
<&eates theneed for cash, also creates the cash.

PENNTHE riiilil MUTUAL
LIFE INSURANCE COMPANY
founded in 1847 INDEPENDENCE SQUARE, PHILADELPHIA

in a market characterized by the
insistent pressure of too many
dollars chasing too few goods."
Continuing • the 'discussion, the

article states: "Many of pur

largest corporations, which have
been subjected to the most severe
criticism, held their prices well
below what the traffic would

bear, as measured by prices in
'gray' and second hand markets for
steel sheets and pipe, automobiles
and trucks, farm "implements,
electrical equipment, textiles, and
numerous other articles. But

buyers who wanted the goods and
were willing to pay premiums to
get them bid up the prices, and
the profits, instead of going to the
Original sellers, went to interme¬
diate processors and distributors.
"Not even government, with all

its authority and paraphernalia of
controls, has been able to suppress

completely this law of supply and
demand. Save where, controls
have had broad public support,
as in time of war, trading has to
a large extent been-driven under¬
ground, and black marketeers
have reaped a harvest at the ex¬

pense of legitimate business. The
public—if it wanted the goods
—had to pay the true rather than
the controlled price.
- "In short, as stated before in
this 'Letter' as long ago as De¬
cember, 1919—
"

'In time of real scarcity prices
are bound to go up, for there is
an economic necessity for it, and
somebody is sure to make money
out of the rise. The only remedy
for high prices and abnormal
profits is increased production—
greater supplies on the market.
The evil will work its own cure

if let alone, and all efforts to miti¬
gate its effects are likely to in¬
terfere with the natural restora¬
tion of normal conditions. We
do not say that price regulation
is never advisable or justified.
Circumstances may be such that
immediate relief is jot the first

Importance, and the natural laws
require time to do their work, but
in the long run they do their work
effectively.'
"The danger in attempts to

place arbitrary limits upon profits
is that, over the long run, they
will diminish the principal in¬
centive and source of capital for
improving the industries and rais¬
ing the standard of living. They
may kill the goose that lays the
golden eggs. 4;; / ;. ,

"Real" and "Unreal" Profits

"Much has been said about 'real'
and 'unreal' profits and the dis¬
tinction is warranted in view of

(a) the large element in profits
of nonrecurrent inventory gains,
which were

, absorbed in inven¬
tory replenishment at higher
prices, and (b) the inadequacy of
depreciation charges based on the
low original costs of plant and
equipment.
"The Department of Commerce,

in its much quoted estimates of
total corporate income, has fig-

the inventory factor alone in

fporate profits at approximatelybillion in both 1946 and 1947,
and over $3 billion in 1948. In¬
cluding under-depreciation, Pro¬
fessor Sumner Slichter, of Har¬
vard University, estimated in tes¬
timony to Congress that during
the past three years , American
corporations 'ov e r s tat ed' their
earnings by about $16.4 billion.
This, he said, is the amount by
which the reported statements of
profits exaggerate the income
available to pay dividends, to ex¬
pand plant, to increase wages, or
to reduce prices.

The Purchasing Power Theory
"Now that the business boom

seems to be receding, we may
hear more of the theory that busi¬
ness depressions are brought on

by lack of consumer purchasing
power caused by too much of the
national income flowing to profits
and not enough to wages and
other segments of the national in¬
come.

"The report of the Congres¬
sional Joint Committee on the

Economic Report (Chairman, Sen¬
ator O'Mahoney), rendered in
February, reflects this viewpoint:
" 'If one compares 1939 and 1948

one finds that payrolls before
taxes fell behind from 61.9% to
59.9% of the total national income,
the corresponding share of cor¬
porate profits increasing by more
than xk from 10.0% to 15.6%.

"'Corporate profits after'taxes
of $5,005 billion in 1939 amounted
to 7.7% of the national income
originating in the private sector of
the economy ($64.3 billion; i.e.,
national income, $72,532 billion
minus compensation of govern¬
ment employees, $8.2 billion). In
1948 that percentage had increased
to 9.5%, a figure dangerously
close to the excessive ratio of
10.1% in 1929. As need hardly be
mentioned, 1929 was a year of
such abnormality of economic re¬
lationships that it was followed by
one df the worst depressions in
economic history.'
"Dr. Leon Keyserling, Vice-

Chairman of the President's Coun¬
cil of Economic Advisers, in an
article in the New York 'Times'
Magazine of Jan. 9, said:
"
'To achieve a workable bal¬

ance between production and con¬

sumption in a more normal peace¬
time economy, consumer expend¬
itures will need to assume a rel¬

atively-larger role. And the pre¬

liminary indications are that the
changing structure of national in¬
come does not bode well for this

orderly transition. Compensation
of employees has dropped from
65.9% of the national income total
in 1939 to 61.6% in the fourth-
quarter of 1948, while corporate
profits and inventory valuation
adjustments have risen from 8%
to 14.7%.'

"Harping on the same theme is
'Economic Outlook,' monthly pub¬
lication of the CIO. Referring to
the 'dangerous trend shown by
the declining share of the national
income of all wage and salary
garners,' it says in the January
issue:
" 'While compensation of em¬

ployees took 67Y2% of the total
in 1945, it had been chopped to
61% by 1948. In the same period
profits before taxes increased
from 11% to 15% of the total in¬
come.'

v . ■■■"

A Look at the Figures

"Looking at the figures, the first
comment that ban b'e made relates
to the selection of the data for

comparisons, tAs we have pointed
out before, in dealing with such
constantly fluctuating variables as
national income and its com¬

ponents, almost anything can be
shown depending on what years
you take.
"For example, the Committee on

the Economic Report, cited above,
refers to the profit component of
national income in 1948 as beihg
'dangerously' close to the 'exces¬
sive' ratio in 1929. and goes on
to suggest darkly tnat 1929 was a
year of such 'abnormality' of
economic relationships that it was
followed by one of the worst de¬
pressions in history.
"What the Committee did not

point out is that the total wages
and salaries component at 62.1%
of national income in 1948 was

actually greater than the 58.1%
in 1929, while thfc share of private
wages and salaries (excluding
government) at 51.5% in 1948 was
practically the same. The groups
that have lost ground, relatively,
as compared with 1929 do not in¬
clude the wage and salary earn¬

ers, nor the farmers, whose pro¬
portionate share of the national
income, increased from 6.5% to
8.5%. They include landlords
whose cut of the national income

'pie* shrank from 6.6% to 3.5%,
corporate stockholders whose div¬
idend share was cut in half from
6.6% to 3.3%, and investors in
fixed income obligations whose
interest share shrank by more
than two-thirds, from 7.4% to
2.2%. ! , r - • • ••
"The decline between 1939 and

1948 in the proportionate share of

national income going to wages
and salaries, along with an accom¬
panying rise in the share going to
profitsr—which bothers the Com¬
mittee on the Economic Report
and Dr. Keyserling—would ap¬

pear to be a natural manifestation
of the tendency, as business ex¬

pands toward capacity, for profits
to rise more rapidly than wage

payments. And 1948 was a year of
boom against a good deal of slack
in the economy in 1939.

Profits Also "Purchasing Power"
• "To imply that such a shift in
the income pattern would cause
a depression is to assume a great
deal, and certainly oversimplifies
a highly complex problem. It
must not be overlooked that in¬
come in the form of profits con¬
stitutes 'purchasing power' just as
much as income in the form of

wages. It is, indeed, an extremely
dynamic form of purchasing
power, for, as the record of busi¬
ness cycles shows, it is the fluc¬
tuations in business expenditures
for inventories, for plant and
equipment, etc., rather than fluc¬
tuations in consumer expend¬
itures, that make the great differ¬
ence between booms and depres¬
sions.

"The foregoing is not, of course,
to contend that consumer pur¬
chasing power is not significant,
and that there is no such thing as

important groups of consumers

being priced out of the market,
with deleterious effects on the
whole economy. If large numbers
of people either can't buy because
prices are too high, or won't buy
because they think they are too
high, business inventories accu¬
mulate and the whole business

process begins to back up all
along the line.

Who Is Pricing Whom Out of
the Market?

"But the real question is, who
is being priced out of the market,
and by whom? Strongly organ¬
ized wage earners may be able
to achieve sufficient wage gains
for themselves to enable them 'to

buy back the product,' but what
of the effect of such wage in¬
creases, translated into higher
prices, upon the purchasing power
of other groups of the popula¬
tion whose incomes have lagged
—landlords, corporate sharehold¬
ers, and recipients of income from
interest, pensions, etc.? What of
the effect of increases in farm in¬

come, reflected in higher fpod
prices, on the purchasing power
of these groups, and upon the pur¬
chasing power of labor as well?
While it is true that profits, also,
are a factor in prices, the fact that
total wages and salaries (includ¬
ing unincorporated business and
government) exceeded corporate
net incomes last year in the ratio
of over 6 to 1, and exceeded cor¬

porate dividends by over 17 to 1,
indicates the relative importance
of these elements in general prices
and the cost of living.
"For this whole complex of

questions involved in the as yet
far from fully explored problem
of what makes business cycles,
the CIO seems to have but one

answer—propounded repeatedly,
and reiterated last month in that

organization's weekly newspaper,

the 'CIO News.' 'Substantial wage

increases will provide a great res¬
ervoir of buying power.' Cor¬

poration profit 'must be trimmed
for the common good'."

R.P. Welzmiller V.-P.

Of J. B. Roll & Go.
R. Paul Welzmiller has become

associated with J. B. Roll & Co.,
Inc., 1 Wall Street, New York

City, as Vice - President. Mr.

Welzmiller has specialized in gov¬

ernment securities for over ten

years, and 'was formerly associ¬
ated with C. F. Childs & Co.
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L. O. Hooper

> "Risk Capital and the American Investor" i
Members of special study group of New York Society of Security ,

Analysts, Inc., beaded by Lucien 0. Hooper, review factors behind
slackening demand for risk securities and list what can be done to

change trend.

The New York Society of Security Analysts, Inc., has just issued a

special study entitled "Risk Capital and the American Investor."
•

„ This study contains an introductory and a summary article by
Lucien O. Hooper of W. E. Hutton & Co. together with a series of five
i n d i v i d ual
studies on

various phases
of the equity
capital situa¬
tion by Moses
G. Fergenson
of Igoe Bros.
Inc., Glenelg
P. Caterer of
Lionel D. Edie
& Co., F. J.
McDiarmid of
the Lincoln
National Life

Insurance Co.,
Walter K.

G u t m a n of

Goodbody &
Co., and Roger T. Kilmartin of
Merrill Lynch, Pierce, Fenner &
Beane. In the final summary arti¬
cle of this study entitled "What
Can Be Done to Improve the| De¬
mand for Risk Securities?"' Mr.
Hopper states, in part, as follows:
"Because the causes of the pres¬

ent deplorable status of the share
markets are so many and so com¬

plex, the remedy for investor in¬
difference cannot be found in any

one corrective measure. . .,.

"A good secondary market
(listed or unlisted) for older se¬
curities, is the first step toward
obtaining . a favorable supply of
new capital. .

"The idea that speculation
should be discouraged is at war
with the aim of those who seek a

market for new risk securities.
Speculation should be encouraged
and not discouraged.
"Securities must be made to ap¬

pear more attractive, especially
common stocks. . . . It must be
done by telling people who do
not now own common stocks the
advantages of equity ownership
and by corporations themselves
making ownership desirable. . . .

Stocks can be made more attrac¬
tive to the investor.

"(a) By advertising which
stresses the reasons why they give
satisfaction in ownership arid by
appealing to pride in proprietor¬
ship; ,'yv :'.Y
"(b) By giving them greater col¬

lateral value through reducing
present unreasonably high mar¬
gin requirements;
"(c) By reducing the - capital

gains tax and eliminating the
holding period;

"(d) By correcting the present
unfair double taxation on divi¬
dends;

"(e) By corporations encourag¬
ing and cultivating the idea that
the stockholder has a share in
management and a first lien on
net profits, instead of being some¬
one who can be ignored 'for the
benefit of the company, or for the
benefit of the company's em¬

ployees, officers, or customers;
"(f) By adopting more liberal

dividend policies in years of high
earnings, and V-,. >

"(g) By changing the Federal
laws in such a way as to enable a

company, or its officials, to pro¬
vide a measure of price sponsor¬

ship for the shares. ...
"The securities industry must

adjust itself to a changed market.
. . . The rich man (formerly) had
ability to buy common stocks and
incentive to invest in them. To¬

day, for the most part, he lacks
the money, the credit and the in¬
centive. . . .

"The middle income individual

(and many wage earners) today
has more savings and greater in¬
centive than ever before. ... . .

Middle income people, however,
are not so much impressed with
profit possibilities in speculative
trading as they are with the yield

advantages. . . . With the savings
banks and the life insurance com¬

panies offering such very . low
yields on investments, usually 1%
to 2%, thoughtful middle group
people can be most impressed,
perhaps, by a higher return—and
that higher return is available in
common stocks. Only the mutual
fund people are making much ef¬
fort to point this out. . . .

"It is difficult to induce young
men to enter the. securities busi-^
ness. . . . Yet this industry, more
than anything else, needs new
ideas and something that will jar
it out of its inertia. . . .

"Actually, it needs new cus¬
tomers— people who have never

bought stocks before,'but it makes
little effort to get them. It may

be objected that small accounts
are not profitable and that sales
commissions are too small to en¬

courage intensive efforts among
individuals.' If this is true, there
is a way to correct it. As a mat¬
ter of fact, the mutual companies,
to some degree, already have sup¬

plied the compensation incen¬
tive. ...

There are millions of savers to¬

day who own no common stocks.
It is the task of this industry to
sell shares to new common stock
investors. The economy needs
these new customers. It does not
increase the supply of equity cap¬
ital merely to shift the old cus¬
tomer from stock to stock. . . ,

"The life < insurance companies
are huge gatherers of new capital.
They should be permitted .\. . to
invest a substantial part of their
surplus accounts in high grade
common stocks. This ... is to the

advantage of policyholders, since
there can be no adequate security
in loans (bonds and notes) unless
there is an equity. . . ."

Export-Import Bank
Grants $5 Million
More to Israel
The Board of Directors of the

Export-Import Bank announced
March 31 that the Bank has ex¬

tended a credit of $5 million to
the -State of Israel for the pur¬

chase in the United States of tele¬
communications equipment to be
used for local, intercity, and in¬
ternational communications. This
sum represents about 40% of the
foreign exchange required by the
five-year telecommunications pro¬

gram and about 18% of its total
costs.

The new credit announced

brings to $51 million the credits
extended by the Export-Import
Bank to the State of Israel. In
addition, $49 million have been
earmarked by the Bank for pos¬
sible future credits in the fields
of transportation, manufacturing
and construction.

The telecommunications credit
just announced carries the same
terms as the previous credits ex¬

tended by the Bank for agricul¬
ture, housing and transportation,
namely, an interest rate of 3V2%
per annum and amortization over
a period of 15 years.

Lane, Waters
Admits Chandler
, NEWARK, N. J. — George L.
Chandler, Jr., has been admitted
to partnership in Lane* Waters &
Co., National Newark Building.
Mr. Chandler has been with the

firm for some time. ., ■ u. _

be very

The New York Life has just published its104th Annual Report to Policyholders
as a 40-page illustrated booklet. It tells
about the progress made in 1948 and con¬
tains important facts and figures dealing
with the financial condition of theCompany.

Set off by themselves, the figures tell a
story of financial stability. But behind them
lie many warm and human stories about
the benefits life insurance brings to people
in all walks of life everywhere.

It is a fact, for example, that in 1948
New York Life paid over $200,000,000 t6
policyholders and beneficiaries. Thismoney
is helping widowsmaintain their homes and
bring up their children without hardship.
It is helping to send sons and daughters to
college who otherwise might not have gone.
It is helping families enjoy the peace of
mind that comes of knowing that the future
is financially more secure. It is helping men
and women in their old age live without
financial worry. ', r

It would be impossible to tell all the
stories about all the people who benefit
through life insurance policies. But in our

Report this year we try, at least, to show
what human values the facts and figures of
our business often have.

In addition, the Report contains helpful
information on "The Problem of Growing
Older," as well as a description of an im¬
proved service for policyholders so that
death benefit payments and policy loans
may be expedited, a review of the way the
Company has made mortgage money avail¬

able for housing, and a discussion of the
Company's policy in making its investments
in 1948.

The essential facts and figures of the
Company's 1948 operations will be mailed
to policyholders as usual with premium
notices. The larger illustrated booklet will
gladly be furnished upon request.

A few figures from our/,^

101thAnnual Report toPolicyholders
December 31,1948

Assets totalled $4,448,369,759, an in¬
crease of $214,185,161 over the close of
the previous year.? , After deducting
$4,181,863,874 of reserves and other
liabilities, surplus was $266,505,885, or
$35,387,161 more than at the end of
1947. . . . ..

Sales of new life insurance in 1948

amounted to $857,719,600, which is
$335,600 greater than in 1947.

The Company had 3,779,541 policies
in force for $9,539,584,229 of life in¬
surance protection on December 31,
1948. The net growth of the Company
during the year, as measured by the
increase in life insurance in force, was
$475,979,615.

The provision for 1949 dividends to
policyholders is $45,741,294. New York
Life has always been a mutual com¬

pany and pays dividends to policy¬
holders only.

•J

NEW YORK LIFE
INSURANCE COMPANY

51 Madison Avenue, New York 10, N. Yj
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Banking Policies for die Readjustment Period
By c. A, SIENKIEWICZ*

President, Central-Penn National Bank of Philadelphia

Asserting we are moving from inflation toward stability and return' to balanced economic relationships,
prominent Philadelphia banker questions demand fcr enlarged credit controls. Foresees no severe busi¬
ness depression in next 12 months, and calls price-pegging of government bonds unjustifiable. Says
Federal Reserve policy of raising reserve requirements, while at same time pegging bond prices, is1 both
contradictory and inflationary; Proposes return to reasonably free money market as contemplated'by

original Federal Reserve Act. Advocates a national monetary commission.

General conditions on the home front are becoming so complex that all of. us
are eagerly asking some searching questions as to where we are going and what is awaiting
us when we reach the destination. Is inflation still threatening? Or is deflation to be feared

more than in-?-

C. A. Sienkiewicz

flation? Or
are we in a

period of "dis¬
inflation" <— a

process which
should bring
prices "below
the peak of
inflation but
above the

general level
of the pre-war
period"?

None of us

is so wise, and
bold as to give
conclusive an¬

swers to these
baffling questions. So much de¬
pends on human behaviour *— on
what our statesmen, men in busi¬
ness and in labor, men on the farm
and on the "Main Street," will do
in this fourth year after the war
and in the years to come. So much
alsd depends on what the "folks"
abroad; will do in voicing through
their leaders those longings that
make for stable peace, prosperity
and decent human relationships.
My own role today is to discuss

with you some broad- aspects of
current developments that directly
affect banking and credit:
(1) Review the trend of those

forces in general business condi¬
tions- that are so vital to stable

banking;

(2\ Diagnose the relationship
between banking and the support
program for government securi¬
ties, whose significance for bank¬
ing and a democratic economy is
far reaching; and,
(3) Indicate briefly some of the

guides for banking policies in the
readjustment period as well as iii
the years of normal relationships
in the economy. v

From Inflation Toward Stability
For nearly three and one-half

years following the war we have
experienced one of the longest and
mosticomprehensive booms on
tecord. The forces of this boom

apparently are running their
course, and the problem before us
now is how to effect am orderly
transition from the inflationary
excesses ,or distortions to normal
relationships: which usually char¬
acterize a stable economy.
It should be stated over and

ever again that the last war, as all
previous wars, was the real cause
of inflation and consequent pains
through whichwe are now pass¬

ing. Like other wars, it caused a

greats expansion of currency -and
credit, and subsequently led to- a
great rise in prices of everything
except money, the price of which
has been controlled by our mone¬
tary authorities.
Here are a* few basic facts: The

volume of money supply, as meas¬
ured by demand deposits-adjusted,
and currency in circulation, in¬
creased-from^ about $42 billion in
1940 to over $102 billion at the end
of 1945, an expansion of about
143%. Ihdust'rfal production, "most¬
ly for war purposes, rose by 85%,
while wholesale prices advanced
33% in the"same "period., Prices
were held down through controls,
allocations and rationings, al¬
though certain distortions were

allowed to. appear early and to
grow in am aggravated form later

*An address by Mr. Sienkiewicz
before Group V of~Pennsylvania
Bankers Association, Harrisburg,
Pa., Feb. 22, 1949.

on. For example, prices of farm
products in that period increased
90% and foods 50%, while manu¬
factured products rose only 24%.
Incomes of consumers increased
by leaps and bounds, while the
supply of consumption goods de¬
clined drastically. A serious un¬
balance in the economy thus be¬
came inevitable.

The effects of inflation were

felt in full force after the war, that
is, from 1945 to 1948. With the re¬
moval of price controls in 1946,
wholesale commodity prices
jumped 57% in addition to the rise
during the war. Farm commodi¬
ties advanced almost 40% and
foods by 64%, while manufactured
products rose 50% during this pe¬
riod. Adjusted demand deposits
and currency, on the other hand,
expanded only 8%%, and total ad¬
justed deposits and currency ac¬
tually declined 3%.
The continuance of the boom

accentuated many mala d j u s t-
ments between prices of individ¬
ual commodities and groups Of
commodities, between prices and
ihcomes, between prices and costs.
It raisdd the breakeven point to
dangerous peaks" so that losses
were certain in the event of any

adverse change in, volumes, prices,
or costs of goods. The correction
of these distortions was inevit¬
able but it was temporarily de¬
layed partly by world conditions
and partly by our domestic poli¬
cies.
Last Fail, it became obvious

that the forces df inflation cre¬

ated by the; war were spending
themselves more rapidly than
many were willing to admit then
and' continue to deny now in the
face of present downward read¬
justments in maqy- lines- of busi¬
ness. The reasons for this turn
of events are fairly clear.

k Deferred and new demands of
consumers are being rapidly met-
and supplies of various goods in
many industries equal or exceed
current demands. New productive
facilities have been added and are

being added to our existing, capa¬
city, so that the supply of goods is
bound to- rike further -as- these
facilities are put into full opera¬
tion. Efficiency t)f management
dnd labdr has beetfi Ste'adilyon the
increase and' wilj be even more
so^ as; the present readjustment
progresses. '■ ; ; ; ; •

;The consumer again; is becoming
the king 6f the market. He buys
what he needs, when he needs,
and is very cbnscious of price and
quality of" goods he buys. He has
already spent; some ofhis wartime
savings and Was committed a good¬
ly portion, of his current ihcome—-
probably as much as 16% •— for
durables, life? insurance payments,
mortgage reduction and the like,
so- that the margin of his spend¬
able income has narrowed down
considerably. Some three*million
business units are again vying
with one another to win his. favor
and his dollar. The scarcities cre¬

ated by the war aire being! replaced
by plenty..This is thegoalwe have,
sought and now we are approach¬
ing,-it. - • /. r
■■ The supply of goods at current
prices is catching up with the sup¬

ply of buying power irrtheform of
deposits ahd money in "circulation.
If this buying power, or supply of
money, is not again Jncreased.be-
yond the increase in trie supply of
goods, the amount of money in the
hands of the consumers need not

and should not push up commod¬
ity prices any further. That phase
of the inflationary process is aboiitf
over. If, on the other hand; - the
government embarks Upon anothbr
spending program — whether ih
support of declining farm prices!
foreign aid, defense or to attain
certain social ends—the supply of
money or means of payment may
be increased beyond the increase
in the supply of civilian goods,(arid
this would create a new inflation-:"
ary imbalance in the economy.
This turn is possible but hardly
probable. There exists general
recognition that we cannot con¬
tinue operating at such a high
pitch with the many distortions
that the war has created, and that
sooner or later some readjust¬
ment of farm and industrial prices
to a balanced relationship must
come.

This return to a balanced rela¬

tionship is taking place now-
Whether the final transition will
be orderly or violent is difficult to
foresee at present. Sobering frag¬
ments of the readjustment are ap¬

pearing in -the press more fre¬
quently than has been the case for
some time. For example, the May-
price of wheat on the Chicago ex¬

change is-now quoted at $2.16 a
bushel as against $2.93 a year ago;
the price of May corn dropped
from $2.54 to $1.30 a bushel in the
same period. The wholesale price
index for farm products is now
about 168 as compared with 199 in
January, 1948, a drop ofT6%. Cost
of living is declining, though it is
still high when measured by for¬
mer levels. Unemployment at the
beginning of last year stood at less
than 2,000,000, while at present the
number of jobless seems well over
2,700,000 and some predict that by
the turn of the year, or sooner, it
may exceed 4,000,000. Such a mag¬
nitude of unemployment would not
be large if the readjustment could
bfe completed and more stable re¬

lationships restored in a short
space of time.
The trend toward lower prices"

and higher unemployment has
been accentuated during recent*
weeks. Industrialists,/ farmers,
merchant's, bankers, the rank and
file of labor, and- the legislators
show concern over these develop¬
ments. Economists are working
overtime in an attempt to ap¬

praise the situation. Few of them
are certain as to what it, all adds
up to. , Only some official staffs
minimize the deflationary forces
and* continue to emphasize thie
fact that' the threat of inflation
is not yet over; that the standby
anti-infIatjonary control, powers-
should be given to the Federal
authorities; and that higher taxes
should be imposed' upon the
economy. The measures .that are
being proposed would encompass

virtually all the powers over

prices; Wages and production that*
were in force during the war, with
special emphasis "upon controlling
industrial materials and products.
; It seems that the v anti-infla¬
tionary program that "would have
been effective in the years fol^-
lowing the war is riot applicable
to the situation in 1949. Instead of

expanding, business is adjusting
its- inventories and' productive
schedules to meet competitive
conditions and changing prices.
Business borrowings,, which- -were
substantial last year, seem to be
slackening. Plant expansion pro¬
grams are being cut back and

residential building is becoming
more- eloudy, chiefly because of
excessive construction costs. There
has been a marked tightening of
mortgage credit, partly as a re¬
sult of high real estate prices and
building costs.

, Business conditions and pros¬

pects determine banking activity.
Credit is intiated by consumers,
distributors and producers. Banks
cannot expand credit unless there
is. demand for it and conditions
are favorable to make loans

safely. The persistent demand
for enlarged control powers over
bank credit at present is thus
difficult to understand, 'particu¬
larly in view of the voluntary
self-restraint that the banking
"system imposed upon its members
atthe height of inflation.

Business* Prospects Ahead

"-"""What'" is the immediate outlook
for business conditions?

*

Contrary to :r some * views, a
severe* business recession or de¬

pression is not likely to occur in
the next 12 months, unless heavy
restrictions on business and credit
are* imposed and taxes are in¬
creased to the point of impairing
purchasing and investment ability
of individuals and businesses.

Recognition of this fact is becom ¬

ing more important and may fore¬
stall adoption of measures that
would delay normal processes of
readjustment. The big question is
how to- effect an orderly transi¬
tion from inflationary pressures
to stabilized activity in trade and
industry.
All of us recognize that this

year the market will belong to the
buyer and that competition will
grow keener than before. Such
increase in unemployment as may
occuris; likely to be* moderate,
probably no more than usual in
transition periods. Efficiency of
production will improve further,
which, in turn, should help -cost
controls. The general level of
commodity prices is likely to de¬
cline further, barring sporadic
variations. But there is no likeli¬
hood of any precipitous price de¬
clines such as occurred after the
first World War.

Building construction will con¬
tinue at high levels, although costs
are so unusually high that a large
volume is constantly being de¬
ferred. Some builders believe that
in tlje long run, construction costis
could be cut by as much as 20 or

25%. Wage increases, which were

vigorously demanded and readily
given in the past three years, are

likely to slow down chiefly be¬
cause with the rising demand for
goods, it is becoming increasingly
difficult to recover costs by hiking
prices. What, is now important is
the need'for increasing'output per
man-hour, so as to effect appro¬
priate gains in which labor, con¬

sumer, -and industry can. share,
and help sustain progress.
The trend in the cost of living

has been downward since last fall
and is likely to continue down¬
ward as the decline in wholesale

prices is translated into the items
which consumers need and want.
Business profits Will probably de¬
cline but not so much as to dis¬

courage incentive, unless unduly
high taxes, and other restrictive
measures, are adopted without due
regard to present developments.
Several sustaining factors favor

both the continuance of high levels
of productive activity and effec¬
tive rearrangementof forces in the
postwar economy. The farm policy
adopted by Congress is expectedi
to keep farm income at a high
level. Increased public works and;
housing, will contribute to the
demand for materials and labor
and thus offset such declines in
capital expenditures as may occur

in the manufacturing industry.
Foreign aid will continue to be

an important element in our ex¬

ports, although it may taper off
as other countries advance in their
reconstruction programs.

Many individuals and business
units still hold large liquid assets

in; reserve, and their indebtedness,
though-increased; is still relatively
small in, relation to incomes. If
bad goes" to worse in business,
even our monetary authorities
may become more flexible and
modify consumer credit controls
and margin requirements on se¬

curity loans, and' lower reserve
requirements to make more credit
available for commercial pur¬

poses. r

The effect of all these factors
combined should be to sustain
businessactivity at relatively high
levels. There are still many short¬
ages of certain durable' goods and
the demand for them will continue
active. Some decline in the overall
volume of business this year is
expected, but any anticipated- drop
should not exceed-10%. Nor is it
likely that the general level of
wholesale prices would follow the
pattern of' the early 1920s. Ifo all
probability it may be stabilized
somewhere in the neighborhood
of 50-60% above the prewar level.
If this view turns out to be cor¬

rect, our readjustment will be
orderly and favorable to stable
prosperity.
We should not overlook this

possibility. If the present correc¬
tion gets into "snowballing" and
general conditions become pro¬

gressively worse, the Federal au¬
thorities may take aggressive ac¬
tion to prevent prices from sliding
down and unemployment from
increasing. This action may take
the form of a vast pump-priming,
the immediate effect of which
would be similar to a defense pro¬
gram involving deficit financing.
But such a step at this time is
rather remote because the present
signs do not indicate J,any imme¬
diate danger of severe recession
or depression. '/*.'

'

This summary of ; developing
conditions and prospects indicates
that the boom is running its
course, that the corrective forces
are working progressively toward
more normal or stable relation¬

ships in the economy, and that in
spite of increased unemployment,
decreased trade, and official drive
for more controls and public ex¬

penditures, the country is not
likely to go to the "bow-wows,"
chiefly because of the innate good
sense of the great majority of the
people and their representatives
in the legislative halls.

Banking and Government Securi¬
ties in the Readjustment'

Period

We now come to the second

phase of our discussion—banking
and gqvernment securities in the
readjustment period. I want to
deal with it as frankly, clearly,
and calmly as possible because
of its great significance for bank¬
ing, business and the entire econ¬

omy under our system of organ¬
ization. Much heat* and confusion,
rationalizations and apocalyptic
interpretations of- duties and re¬

sponsibilities already have so be¬
fogged the essential issue that, in¬
stead of creative approach to the
solution of the* problem we are

being confronted with unimagina¬
tive bickerings about banking
and credit restraints as if they
were a cure-all for all our

troubles. In this welter of con¬

troversies, we must have a proper

perspective and understanding of
the implications of the present
monetary policy for banking,
business and a democratic econ¬

omy in general.
The forces in general business

will profoundly affect banking
policies and decisions during the
the period of readjustment. They
will also affect fiscal and mone¬

tary policies as well as legislative
attitudes. Commercial banks hold
about

. $62 billion of marketable
government securities, in their
earning assets. This amount is
about 85% of their total invest¬
ments and 55% of their total loans
and investments. As you know,
the prices of these securities have

been supported- or pegged by the

monetary authorities, so that the
(Continued on page 33)
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So
"(J) It (the ITO) gives legal sanction to principles .

and methods of international trade which stand in ¬

complete opposition to the principles of freer non¬
discriminatory, multilateral trade. Indeed, it legal¬
izes the economic jungle in which the world has
lived since the early 1930's. >';U ,

"(2) The Havana Charter places American foreign
trade in a precarious positionrmaking it subject to
innumerable attacks while depriving this country
of the means of defense open to other countries. :

"(3.) While failing to reach the objectives of non¬
discriminatory, - multilateral trade, the Charter
makes it- impossible for this country to make other
and new attempts to achieve this goal.
'"(4) The Charter makes the world safe for social¬

istic planning and makes it a very precarious place
in which to function for privately conducted foreign
trade; in particular it gives national economic plan¬
ning the right-of-way over the requirements of an
orderly world economy.
"(5) On questions of private or State-operated

cartels, monopolies and commodity agreements, the
Charter leaves the doors wide open to these prac¬
tices. ; •

"(6) In respect to the protection of the rights of
foreign investors, the Charter's provisions are not
such as to encourage the international flow of cap¬
ital. -r. Indeed, they fail to establish a climate favor¬
able to the revival of abundant and sustained

foreign investments, which are indispensable for
promoting economic advance throughout the
world;"—National Association of Manufacturers. ■'

This is a severe indictment, but we feel certain
that, by and large, it is a true bill.

Winston Churchill has expressed
grave concern over the destruc¬
tion of personal initiative in his
country in these words: 'It is this
vital creative impulse that I deep¬
ly'fear the doctrines-and policy
of the Socialist Government have

destroyed or are rapidly destroy¬
ing, in our national life. Nothing
that they can plan and order and
rush around enforcing will take
its place. They have broken the
mainspring . . .' 1 '

"So whether it be in ancient or

modern times, substituting gov-

Cites Dangers Behind "Santa Glaus" Govt.
First National Bank of Boston, in current "New England Letter,"

, attacks planned economy as stilling personal initiative and breaking
ground for socialism. - v

. The First National Bank of Boston in its current New Englanc
Letter, in attacking the Santa Claus role of government, asserts that
"Lurking behind the smiling mask of the government Santa Claus is
the image of the all-powerful state that would dominate all activities
and .the lives of the people." Con-3>
tinuing the bank says, "When gov¬
ernment becomes all powerful
there is no recourse. The door to
freedom is slammed behind us and

to"regain again what has been lost
would require generations of bit¬
ter struggle and sacrifice.
'"For more than a decade and a

half the Federal Government has
been playing the role of Santa
Claus to the people of this coun¬

try. Many million persons in
this country are regularly receiv¬
ing government' checks, and
the aggregate annual' subsidies
and pensions of various5 kinds
are > colossal. ' Be yond that,
there are pro p o s a I s for social
welfare plans that stagger the*
imagination. Never in the history
of this or any other country has
there been such a raid, To most
people this means getting' some¬
thing for nothing. . ...

'

''The great achievements of the
American system have made the
planners impatient about the
shortcoming's of our society. These
reformers are under the illusion
that if they were in the driver's
seat, by some hocus-pocus the lot.
of common man would materially
improve over night, inequalities
and social injustices would disap^
pear, and the entire country would
work together as a big happy fam¬
ily under a planned economy. But
even under the American private
enterprise system, which is far
superior to that of any other, the
per capita income of the country
has doubled only about every
-35- years. The planners would
'aspire to cut this period of 35

t years to five years or so, to judge
by the grandiose promises they are
making. ■ : _ ./v.•
"But there are no short cuts to

■ Utopia. As a matter of fact, under
a planned economy there would be
a . stifling or destruction of per¬
sonal initiative, which is the most
creative force in the; world and

which has been reponsible for our

unparalleled economic progress
Under a planned economy, per¬
sonal initiative would be replaced
by a bloated and sprawling bu¬
reaucracy which would issue in¬
numerable directives and impose
red tape and regulations that,
would strangle enterprise, devour
our substance, trample our liber¬
ties under foot, and pauperize our

people.
"Such are the' inevitable con¬

sequences down through the ages
of planning under" the guise of
government playing the role of
Santa Claus. This was true i^
Ancient Rome, as. is shown by the
following passage from 'Banking
Through the Ages': 'The true
foundation of Roman prosperity
was, however,, the independence
and self-sufficiency of the Roman
citizen, and, when these were cor¬
rupted and destroyed, the whole
superstructure was undermined
When the emperors converted the.
repositories of the Republic into
store houses for the keeping of
grain to be doled out to the mobs;
instead of providing them with
work from which they could earn
sufficient to meet their necessities
then the overthrow of Roman rule
and prosperity was imminent
"Panem et circenses" were the
forerunners of their downfall.'

"Let us skip 1500 years and ob¬
serve what is taking place under
planned economy in Great Britain
the home of Anglo-Saxon civili¬
zation. The Socialist planners be¬
fore their advent to power boldly
promised a workers' paradise, with
shorter hours and abundance for
all. But now after nearly four
years of absolute control, the So¬
cialist Government warns the
British people to 'work or want
A program has been established so
harsh and monotonous, with no

glimmer of hope for the future
that fnillions of Britons woulc
welcome the opportunity to de¬
part from the 'Isle of austerity.

ernment planning for personal
initiative has brought essentially
the same tragic consequences.

"America stands at the cross¬

roads. We must choose between

the way of American free enter¬

prise or socialism. The former,
under intelligent direction and a

keen sense of social responsibility,
provides individual freedom, op¬

portunities for advancement, and
the potentialities for an abundant
life. The other road leads, as it

has always led, to regimentation^
oppression, a general leveling
down of living standards, and a
loss of freedom.

"To say 'it cannot happen here'
is to indulge in wishful thinking
as the highway down which we

are traveling has all the signposts
of-the 'road to serfdom.' As the

hour is late, the American people
must soon makh their choice and

make that choicd known as to the
road they want lb take."
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Condensed Statement of Condition, March 31, 1949;

RESOURCES

Cash on Hand, in Federal Reserve Bank, and Due from
Banks and Bankers. ............ • . $ 697,335,740.28

U. S. Government Obligations . . 920^757,578.35
Loans and Bills Purchased . . . . . ... . . 1,012,290,013*76
Public Securities . $ '85,669,472.40
Stock of Federal Reserve Bank . . , 9,000,000.00
Other Securities and Obligations . . 8,603,449.38 .

Credits Granted on Acceptances • ♦ 10,373,456.80
Accrued Interest and Accounts
Receivable . . . . . . . . *. . • 6,810,077.26

Real Estate Bonds and Mortgages. . 2,364,525.12
"

122,820,980.96
Bank Premises . 4,749,272.78
Other Real Estate ........ •- • ..♦•♦••• 36,633.05

« Total Resources $2,757,990,219.18

• r

LIABILITIES

Capital $ 100,000,000.00
Surplus Fund . . . . . .• • 200,000,000.00
Undivided-Profits. ; • ♦> : 69,303,268.16

Total Capital Funds 369,303,268.16
Deposits $2,267,890,884.65
Treasurers Checks Outstandingf . r- 41,649,391.54 .

Total Deposits . . . 2,309,540,276.19
Acceptances #. $ 15,414,998.67
Less: Own Acceptances Held for

, Investment . . » . . . »
i 4^232,004.99
$ 11,182,993.68

Dividend Payable April* 1*, 1949 . • • 3,000,000.00
Items in Transitwith Foreign Branches 707,019.45
Accounts Payable, Reserve for
Expenses, Taxes, etc.. . . t • •- 64,256,661.70

r 79,146,674.83

Total- Liabilities . • . • » • • • « • $2,757,990,219.18

Securities carried at $132,668,672.88 in the above Statement are pledged to qualify for fiduciary powers, to secure public
moneys as required by law, and for other purposes;
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The Columbia Gas System, Inc.
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CHARLES E. DUNLAP President, Berwind-
White Coal Mining Company

GANO DUNN President, The J. G„
White Engineering Corporation
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The Pennsylvania Railroad Company
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CORNELIUS F. KELLEY Chairman of the Board,
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The M. W. Kellogg Company
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CHARLES S. MUNSON Chairman, Executive
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WILLIAM C. POTTER Retired

GEORGE E. ROOSEVELT of Roosevelt 8s Son

EUGENE W. STETSON Chairman, Executive
Committee, Illinois Central Railroad Company

THOMAS J. WATSON President, International
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Electric Company
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Committee, The Coca-Cola Company
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Denver & Rio Grande Western
In contrast with a large number of the western carriers, Denver

& Rio Grande Western in the first two months of 1949 reported an
increase over a year earlier in both passenger and freight revenues.
The overall rise in gross amounted to $836,977, or 8.07%. Reported
net income dropped sharply however. Net after fixed charges and
contingent interest amounted to $734,894 in the 1949 interval. This
was $791,675, or 51.9%, below the net reported a year earlier. On
their face, these figures might appear discouraging. There were, how¬
ever, a number of particular circumstances affecting the year-to-year
comparisons.

Maintenance of equipment was up $520,-398 from a year ago. This
was almost entirely an accounting matter and did not represent a
rise in cash expenditures on equipment. Last year in the first two
jnonths the company had a credit of $525,676 for deferred mainte¬
nance in the equipment account. This year the credit amounted to
only $13,669. The difference of $512,007 accounted for virtually the
entire reported increase in this account.

Maintenance of way and structures was $222,256 above a year
earlier. Part of this was due to a reduction of $48,733, to $18,420,
in credits for deferred maintenance. Expenses for removing snow,

ice and sand were $191,166 higher than in the opening 1948 months,
aggregating $291,244 for the current period. These two factors of
smaller credits for deferred maintenance and the heavier snow re¬

moval costs, obviously a temporary influence, meant an increase of
$239,899 in reported expenditures for maintenance of way and struc¬
tures. They more than covered the net increase in this account.

A final consideration is that the company this year charged
$129,576 to Miscellaneous Deductions from Income for "Cut Backs"
of revenue from "Lend Lease" and "Maritime Commission" traffic
for the years 1942 through 1946. No such charges,were made during
the opening months of 1948 although this same, factor did distort
earnings in later months last year. All told, extraordinary influ¬
ences, or merely bookeeping items, made a difference of $881,482 in
net income figures between the first two months of-1948 and the
like 1949 period. It is also notable that despite the drop in net
earnings.income tax accruals in the 1949 months were $101,750 higher
than a year ago. When viewed in the light of these considerations
the showing of the road in the opening months takes on a far more
cheerful look.

.Last year Denver & Rio Grande Western repotted earnings of
$15.65 a share on its common stock. Part of this naturally repre¬
sented the credits for deferred maintenance, offset in part by the
revenue "Cut Backs" referred to above. If the revenue "Cut Backs"

applicable to earlier years and the deferred maintenance credits were
both eliminated, last year's earnings Would have beem the equivalent
of approximately $12.50 a share. The stock lias, recently been.selling
for less than twice the indicated "real" earnings of 1948. Last year
Denver & Rio Grande Western paid two dividends of $1.00 each on

the common, the first distributions since emerging from bankruptcy.
At least that should be paid again this year—one distribution of $1.00
has already been made in 1949. * - •. \» <

It is the opinion among many rail analysts that Denver &r Rio-
Grande Western faces a particularly happy future. .It has benefited
substantially from the growth of an iron and steel industry in the
Provo-Geneva area of Utah. This in turn has brought other industry
into the territory. The company's status with respeict to transconti¬
nental traffic has been improved materially through property rehabil¬
itation and the more recent improvement in the terminal arrange¬
ments in Denver. The road has gone in extensively for dieselization
with a consequent sharp increase in basic operating efficiency. It
«eems hardly likely that all of these elements of strength will per¬
manently be ignored marketwise. Greater speculative, confidence
should come when the reasons for the year-to-year decline in recent
reported earnings are more widely recognized.

Criticizes Monetary Fund's Gold Policy
Samuel Montagu & Co., leading London bullion merchants; in review
of 1948 says it aggravates disease by merely trying to suppress

symptoms. * v / t , , . ,

The London Banking House of Samuel Montagu & Co., leading
British bullion merchants, in its 1948 Annual Bullion Review, takes
the International Monetary Fund to task because of its policy in dis¬
couraging private purchases of gold. According to the publication:
"Ever since the end of the last^

war, the International Monetary
Fund has set its face against the
private purchase of gold. As it is
only by paying a premium over
ithe fixed national prices that the
.would-be private purchaser can

hope to obtain supplies, the Fund
has done its utmost to induce its

National/Bank Members to ban
dealings in the metal at such pre¬
miums.

"Lacking as it does anything
like 100% world membership, the
Fund has failed completely to
check the universal desire of pri¬
vate individuals to acquire gold.
The virtual closing down of the
London and New York markets

has only resulted in the diversion
of gold trading to less well regu¬
lated centres and there are no

signs of any diminution in the

yplume of the traffic.
: '"The ancient habit of gold hoard¬
ing, now vigorously renewed, is
but the symptom of the grave po¬
litical and economic maladies

from v/hich so many countries are

suffering in this postwar era. An
inept doctor might attempt to cure
a disease by endeavoring merely
to suppress the symptoms, but he
would surely end by aggravating
the disease. This is exactly what
has happened as a result of the
I. M. F.'s ineffectual attempts over
the past two or three years to sup¬

press the free gold markets. It has
certainly made it harder for the
private individual to acquire his
gold, but any demand, if urgent
enough, can find a supply at a
price. The increased difficulties
of obtaining supplies has only
served to whet the hoarder's appe¬
tite and raise the price, so that in
the end he has had to part with
still more of his money to secure

the coveted metal:

"It is inescapable that the ban
has had negative results over a

vast area of the globe and that it
has only been adhered to by the

solid core of the members of the
Fund.

"The question naturally arises
whether the I. M. F. should not
use a dash of imagination and
boldness in dealing with their
problem by freeing the London
and New York markets whose
forced inaction has not provided
the answer "hoped for so far. At
the'same time it might very well
allow producers to sell at least a

proportion of their output through
the medium of such regular and
old established markets. It may
be argued that this would cause a

vary serious drain on the potential
reserves of the various national

banks; this could only arise if
they were forced to sell, but this
need not be so. It must be re¬

membered that the bulk of the

free market demand is now being
met from prewar private hoards
and production from certain quar¬
ters not subject to strict control,
and there are still vast supplies
which can come from these
sources.

"The announcement of such a

policy as suggested would in itself
have an immediate softening ef¬
fect on the free market price and
would most probably slow down
the tempo of the demand. Fur¬
ther the threat of large extra sup¬

plies being available would bring
into play the marginal utility the¬
ory (i.e. the surplus of supply or
demand exerts more relative pres¬
sure on the price of a commodity
than the gross amount which
comes into the market).
"Unless the I. M. F. does indeed

make some positive move, there
are not wanting signs that some
of its more restive members will
take the initiative individually. In
France where ... a free internal
market was established in the face
of initial opposition from the
Fund, the Government is reported
to be considering a plan by which
after 50% of the French African
production has been offered in the
internal market the balance could
be sold for export. Belgium lis
also said to be contemplating a
similar scheme, while most of the
Commonwealth gold - producing
countries are searching for formu¬
lae to enable them to reap some
benefit from the free market with¬
out direct infringement of the
Fund's wishes."

Guaranty Trust Co. of N. Y. Attacks Spence
"Economic Stability Bill"

Holds proposed legislation would perpetuate wartime controls and
would lead toward socialism.

Enactment of the Economic Stability Bill of 1949, otherwise
known as the Spence Bill, would confer upon the Federal Administra¬
tion powers comparable with those exercised during the war and
would be one of the longest strides away from free enterprise ever
taken in this country, according^

Arthur Thompson, Jr.
Is With Otis & Co. r
Arthur F. Thompson, Jr., has

become associated with Otis &
Co. in the
f i r m's New

York Office,
120Broadway,
it is a n-

nounced. Mr.

Thompsonwas
formerly
manager of
the U. S. Gov¬
ernment Bond

Department of
R. W. Press-

prieh & Co., a
Vice - Presi¬
dent of C. F.
Childs & Co.
and a Vice-

President of

Harvey Fiske & Sons. Following
service in World War II, he or¬

ganized his -own firm, Arthur
Thompson & Co., specialists in
U. S. Government bonds.

Arthur Thompson, Jr.

Donald Sinclair With

Gregory & Son, Inc.
Donald W. Sinclair is now asso¬

ciated with Gregory & Son, Inc.,
40 Wall Street, New York City,
in the firm's Institutional Sales

Department. Until recently Mr.
Sinclair was with Harriman Rip¬
ley & Co., Inc., and before that
time he was with Graham, Par¬
sons & Co. and Shields & Co. He

has been in Wall Street for over

20 years. '»>

to The Guaranty Survey, monthly
business and financial review of

Guaranty Trust Company of New
York, which discusses the pro¬

posed legislation in its current
issue.

"The President originally rec¬
ommended the program as a

strictly emergency expedient, and
it was clearly indicated that the
plan was offered as an unhappy
but temporary necessity in order
to avert what was deemed the

greater evil of inflation.
"If the supposedly temporary

character of the bill and the

^statements of some of its sup¬

porters that it is intended as

nothing more than an emergency

anti-inflationary device could be
taken at their face value, the plan
might be criticized as unnecessary
and useless, but it would present
no grave menace to the American
economy. For several reasons, it
would be dangerous to place too
much reliance on such assurances.

First, experience has shown that
bureaucratic agencies and devices
tend to perpetuate themselves.
Second, it appears that many in¬
fluential government officials
have a deep distrust of the self-
impelling and self-regulating ca¬

pacity, as well as the social ade¬
quacy, of our free-enterprise sys¬
tem. Finally, the operation of the
proposed controls would tend
strongly to prevent necessary re¬

adjustments and thus prolong the
apparent need for the controls.

"If the bill should become law,
the President would be author¬

ized, whenever he thought that a
shortage of ap essential metal,
mineral or. other raw material

(including liquid fuel) was ad¬
versely affecting the domestic
economy, or threatening to do so,
to purchase the material abroad,
either for government use or for
resale in the United States. In
ether words, the President, rather
than the market, would be the
judge of sufficiency of supply; and
the President could enforce his

judgment by placing the govern¬
ment in the importing business.
This power of procurement would
include the power to transport,
store, process and refine materials.
That is, the government could also
go into the processing business.
"The President could make

loans to private industry or to
State or local governments for the
expansion of capacity and produc¬
tion. Thus the government could
extend its already broad invasion
of the banking business.
"The President could, under

contract with private enterprise,
construct new plant facilities or
expand or rehabilitate existing
facilities. In this way the govern¬
ment could go into the construc¬
tion business. And the President
could enter into contracts for the

private operation of such con¬

structed, expanded or rehabili¬
tated plants, thus putting the gov¬
ernment in the manufacturing
business.

Priorities, Allocations jtfid
Price-Fixing

"The power of the President
would include the authority to as¬

sign priority to deliveries under
any contract or order over those
under any other contract or order,
to require acceptance of and per¬
formance under certain contracts
or orders in preference to others,
and to allocate any material or

facility.
"Included among other powers

are those authorizing the Presi¬
dent to require sellers of any

commodity 'significantly' affecting
the cost of living, the costs of in¬

dustrial or agricultural produc¬
tion or of construction, or the costs
of national defense or foreign aid
to give up to 60 days' notice of
any intended price increase and
to justify such an increase at a

public hearing. If the President
should decide that the prices in
question had risen or threatened
to rise at any time after Decem¬
ber, 1948, to such an extent as to
affect these costs significantly and
that other available measures

would not adequately meet the
situation; he could establish maxi¬
mum prices for the commodities.
He could also, without regard to
the foregoing requirements, desig¬
nate the prevailing price of any

commodity at any time after Dec.
1, 1948, as the maximum price for
that commodity for a period up to
90 days.
"The government would exer¬

cise no direct control over wages;
but the President would be au¬

thorized to establish a Temporary
Wage Board to determine whether
specific wage increases were nec¬

essary to compensate for increases
in the cost of living, to correct
inequities in the wage structure,
to correct substandards of living,
or to maintain essential produc¬
tion at levels considered desirable

by the President. An increase in
wages granted by a producer of
any commodity that was under a

price ceiling could not be con¬

sidered as an increase in cost of

production for the purpose of ad¬
justments in price ceilings until
six months after the wage increase
became effective, except to the
extent that the increase was found,
necessary by the Temporary Wage
Boa^d for one of the purposes just
mentioned. Employers forced by
economic- pressure or otherwise
induced to grant wage increases
subsequently found by the board
to be unnecessary would thus be
obliged to absorb the entire in¬
crease in cost for at least six
months.

The Path Toward Socialism '

;J "The:" proposed program is
socialistic, not because it is in¬
tended to be so but because it is
based on a misconception of the
nature and requirements of a free-
enterprise system. It is socialistic
because it would cripple both the
motive power and the self-regu¬
lating character of the system.
First by weakening economic in¬
centives, then, by preventing
normal price adjustments, and
finally by empowering the gov¬
ernment to step in and fill the
gaps that private enterprise had
been prevented from filling, the
program would lay a straight path
from economic freedom to eco¬

nomic regimentation. If the Amer¬
ican people, through their elected
representatives, were deliberately
choosing such a path, they would
of course be quite within their
rights. There is little danger,
however, of their making such a
choice. The danger is that they
may allow economic errors and
fallacies to lead them blindly
along that path until it is too late
to turn back." '

Pbila. Mal'l Baak '

Announces Promotions
PHILADELPHIA, PA. — The

Philadelphia National Bank an¬

nounces the following promo¬

tions: Charles H. Hoeflich to As¬

sistant Vice-President; Joseph I.

Casey, T. Russell Greene and

Chester I. Warren, Jr. to Assis¬
tant Cashiers. .
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Sees Gold Mining Advantage in Restored Gold
Coin Standard at Present Level

. Philip M. McKenna, President of Kennametal, Inc. points out free
gold market, without gold redeemable currency, will be of no

permanent benefit to gold miners.
• >• A statement issued by Philip McKenna, President of Kennametal,
Inc., Latrobe, Pa., on March 28, refutes the theory that establishment
of a free gold market in the United States, while retaining our present
paper money system, would benefit the gold mining industry. Accord-
i n g t o M r. ®
McKenna's

statement:

"Strong
voices are

arising in
America ask¬

ing for the
restoration of
the right of
American citi¬
zens to own

gold and gold
coin. They are
from two

groups, one-
c o n s t i tuted

chiefly by
gold miners

Philip M. McKenna

and their friends, and the other
made up of the, great body of
people who want a restoration of
the traditional American gold coin
standard at the existing limited
gold bullion international rate of
$35 an ounce. The former have
a bill in the Senate by Sen. Mc-
Carran of Nevada which would
establish a free gold market,
and the latter have a bill in¬
troduced by Congressman Daniel
A. Reed of New York (H.R. 3262)
which would reestablish a thor¬

ough-going gold coin standard
with paper money redeemable at
$35 an ounce. Mr. Reed is the
ranking Republican member of
the House Ways and Means Com¬
mittee. Both groups are encour¬

aging signs of the revival of free¬
dom and responsibility again in
American finance and business.
It would be a pity if the cause of
freedom and responsibility should
be retarded again because they
cannot write and obtain the thor¬

ough-going gold standard which
honest men want in America.
"That the best long-term in¬

terest of the mining industry de¬
pends upon a return to the use of
gold as a standard of value in the
U. S. A. with gold coins and bul¬
lion again circulating among
Americans seems obvious. That
their, industry can benefit from a
free gold market without at the
same time ensuring the,, ad¬
vantages of the use of gold as the
monetary metal of the U. S. A. is
an illusion. Suppose that we have
the free gold market without at
the same time the gold coin stand¬
ard at the fixed price of $35 or

some other figure which is to be
fixed. The hope of gold miners
of course is that it would go to a

price higher than $35, say $42, $50
or'even $80. This hope seems to
be based upon prices in free gold
markets such as in France, or

, other places where insecurity and
artificial scarcity of gold, due in
part to such a large proportion of
the world's gold being stock-piled
and hoarded at Ft. Knox, causes

prices in terms of American paper
money held abroad to be at a

premium. This artificial market
would quickly disappear if Ameri¬
can paper morfey were made re¬
deemable to bearers at $35 per

ounce, including American citi¬
zens as well as foreigners. Sup¬
pose that irredeemable paper
money is continued in America
and deteriorates in terms of gold
as it always has in the long run
in the history of 'irredeemable
money. Thus gold goes to succes¬
sively higher prices in terms of
paper money. Would a gold
miner be any better off for hav¬
ing dug out his product in ex¬
change for more and more paper
money? I assure them that an
owner of gold, or a gold mining
company would be ill advised to
trade his gold or conduct expen¬
sive efforts requiring capital in Inc., 25 Broad Street, New York

t extracting gold while this process City.

was going on. Least of all would
he be well advised to sell it if
it reached the fantastic price of
$2,000 an ounce! Then suppose
they kill the very thing upon
which the use of gold depends,
the use of coin and bullion. As
a metal having only non-monetary
uses their market will be very

small. Possibly it would fall in
price to $20 an ounce or even $10
an ounce if a successful substitute
for use as money could be found.
They at present have the benefit
of a fixed price of $35 an ounce
for any quantity they can pro¬
duce. What other industry has
such a market! As a manufac¬
turer I know that makers of tool

steel, carbide tools, glassware,
machinery and other things have
the ever present threat of not be¬
ing able to sell all the product
they can make. Technology of
mining is improving, especially in
drilling and earth-moving equip¬
ment, and in chemical processing.
Probably the gold mining busi¬
ness can be greatly improved by
cost-cutting despite the high cost
of labor. No, the wiser heads will
call for a true gold coin standard
of money at a fixed rate. And
that rate is $35 an ounce by ex¬

isting law; all we want to do now
is to ensure to American citizens
the right to redeem obligations of
the U. S. Treasury in gold, as well
as foreigners or at least foreign
central banks can do it for for¬

eigners. The Treasury is author¬
ized to make good to them at $35,
why not to American citizens? *

"From many indications we are
running into what is known as a
depression. Americans in industry,
trade and finance will need the
best monetary tool to combat
stagnation. The gold standard
does this when the revitalizing
effect of gold money, or money
redeemable in gold is at work, en¬
abling honest men to use this
measure of value, making con¬
tracts extending over- long pe¬
riods of time; as a store of value;
as deposit reserves and as a re¬
viver of free enterprise. What a

statesmanlike act could be per¬

formed if we should enact Rep.
Reed's thorough-going bill now
before more damage is done by
inexpert handling of monetary
matters!"

Newburger Continues
Visualization Program
PHILADELPHIA, PA. — New-

burger & Co., 1342 Walnut Street,
members of the New York and
Philadelphia - Baltimore Stock
Exchanges, are now showing the
latest products of Westinghouse
Electric in their "Visualization"
Program.

Philco, Radio Corporation, Gen¬
eral Mills, Cluett-Peabody have
been featured in the past; future
"Visualizations" will be Lukens
Steel, General Instrument and
Baldwin Locomotive, and prod¬
ucts of other companies whose
stocks are listed on the New York
Stock Exchange.

Joseph G. Kress Joins
Homer 0'Connell in NY
Joseph G. Kress, formerly

manager of the Perth Amboy of¬
fice of Eisele & King, Libaire,

Stout & Co., is now associated
with Homer O'Connell & Co.,

Bond Club Field Day
To Be Held June 3
Plans for the 25th Annual

Field Day of the Bond Club of
New York were announced by
George J. Leness, Merrill Lynch,
Pierce, Fenner & Beane, President
of the Bond Club. The outing
will take place this year on Fri¬
day, June 3, at the Sleepy Hollow
Country Club, Scarborough, N. Y.
John W. Valentine of Ijarris,

Hall & Co., Inc., has been named
Chairman of the General Field

Day Committee. He will be assisted
by four Vice-Chairmen—E. Jan-
sen Hunt, White, Weld & Co.;
Wells Laud-Brown, Bankers Trust

Co.; William M. Rex, Clark,
Dodge & Co., and Norman Smith

of Merrill Lynch, Pierce, Fenner
& Beane.

^Publication of the "Bawl Street

Journal," trading on the Bond
Club Stock Exchange, golf, tennis,
baseball and horseshoe pitching
contests will highlight the Field
Day activities. In addition . to
these perennial features, many
new entertainment events, includ¬
ing a carnival and sideshow, are

planned this year, Mr. Valentine
announced.

The various activities will be

under the direction of the follow¬

ing committee chairmen: "Bawl
Street Journal," David B. McEl-

roy of J. P. Morgan & Co. Inc.,
Chairman; John A. Straley of

Hugh W. Long & Co., Inc., Editor;
Circulation—Myron F. Ratcliffe of

Lehman Bros. Publicity—William
H. Long, Jr. of Doremus & Co.'' -

Golf—John W. Dayton, Jr. of
Clark, Dodge & Co.; Tennis-^-r
Amyas Ames of Kidder, Peabody
& Co.; Baseball—P. Scott Russell,
Jr. of Glore, Forgan & Co.; Horse¬
shoe Pitching—W. Scott Cluett of
Harriman Ripley & Co., Inc.; Tro¬
phies — Arthur F. Searing of
Drexel & Co.

Stock Exchange — Robert C.
Johnson of Kidder, Peabody &
Co.; Attendance & Transporta¬
tion — Joseph Ludin of Dillon,
Read & Co., Inc.; Carnival &
Sideshow — C. Russell Lea of

Reynolds & Co.; Entertainment &
Music — Edward Glassmeyer, Jr.
of Blyth & Co., Inc.; Dinner—
H. L. Bogert, Jr. of Eastman, Dil¬
lon & Co.; Indoor Sports—Allen
C. DuBois of Wertheim & Co.

THE CHASE

NATIONAL BANK
OF THE CITY OF-NEW YORK

STATEMENT OF CONDITION, MARCH 31, 1949

RESOURCES

Cash and Due from Banks . . . . , .

U. S. Government Obligations «. „ -»

State, and Municipal Securities •' *. V♦;

Other Securities' . .

Loans, Discounts and Bankers' Acceptances

Accrued Interest Receivable ; ' • ■ . . .

Mortgages •. • ♦ • . * • • •

Customers' Acceptance Liability • • .
"

' .V ' ,

Stock of Federal Reserve Bank . • • • •

Banking Houses • » • • . < • . . .

Other Assets . •,. . .

LIABILITIES

Deposits • • • • * * 1 * ■+ • • •

Dividend Payable May 2, 1949. . . . .

Reserve for Taxes, Interest, etc. . . . .

Other Liabilities

Acceptances Outstanding $ 21,288,248.69
Less Amount in Portfolio 1,525,353.16

Reserve for Contingencies

Capital Funds:

Capital Stock. . . .$111,000,000.00
Surplus. . . . . . 154,000,000.00
Undivided Fronts . . 64,463,452.77

$1,325,87.9,659.83

1,334,139,329.36

54,311,970.77

124,407,305.44

1,524,426,114.75
• 9,661,034.26

27,896,251.71

19,074,536.92

,. 7,950,000.00

29,951,664.46

3,732,680.89

$4,461,430,548.39

$4,067,176,570.40

2,960,000.00

10,978,876.13

11,092,660.03

^ (ft

19,762,895.53

19,996,093.53

'V:

:: ' 329*463,452.77

$4,461,430,548.39

United States Government and other securities carried at $319,168,700.00 are pledged to
secure public and trust deposits and for other purposes as required or permitted by law,

Member Federal Deposit Insurance Corporation
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Notes Phenomenal Growth of Television
Northern Trust Company of Chicago, in its "Business Comment,"
looks for increased sales of television sets because of more stations,

, lower prices and more network hookups.
The March issue of "Business Comment," published by the North¬

ern Trust Company of Chicago, sees television as a challenging devel¬
opment, capable of expanding in growth and importance.
Quotations from the study fol-*>

low: ' '

Postwar markets have seen the
introduction of many new or im¬
proved products to attract the
customer's dollar and thus to in¬
crease the demand for workers
and materials. New model cars,

automatic clothes " washers and

dryers, and new or improved
gadgets of all kinds extend the
horizon of wants and, presumably,
the incentive to earn enough to
pay for them. Perhaps the most
explosive new development, and
certainly the most far-reaching in
its social implications, is the
arrival of television on a com¬

mercial scale. The imagination
can hardly comprehend the rami¬
fications in the use of this new

scientific wonder.
The growth in television set

production has been phenomenal.
In 1946, only 6,500 sets were pro¬
duced. In 1947, output jumped
to 178,000 sets and, in 1948, to
867,000 sets. It is generally esti¬
mated that this year 2,000,000 sets
will be produced. Television is
already well on its way to becom¬
ing a billion-dollar-a-year indus¬
try. The market for receivers has
expanded rapidly as new broad¬
casting stations have gone on the
air. At the beginning of 1948, 18
stations were in operation serving
12 cities. On Jan. 15, 1949, 58
stations were broadcasting in 32
cities. As of the same date the
Federal Communications Commis¬
sion had issued permits authoriz¬
ing construction of 66 additional
stations and there were 312 appli¬
cations pending for new stations.
Before large-scale production of

television transmitters and receiv¬
ers could be undertaken, the Fed¬
eral Communications Commission
had to pass upon the question
Whether color television should
be introduced in place of, or to¬
gether with, the black and white
system now becoming familiar.
This was necessary because of the
differing experimental systems of
color transmission and the prob¬
lems of frequency allocation. In
March, 1947, the Commission de¬

nied a petition for approval of
standards for commercial color
television because it was then be¬

lieved that further experimenta¬
tion and field testing were neces¬

sary before color standards could
be established. The decision of
the FCC cleared the way for the
commercial development of black
and white television on a mass-

production basis.
The 124 stations currently au¬

thorized or on the air have an

estimated potential audience of
35 to 40 million persons in
about 70 markets. At its best, the
present system, confined to 12
channels of the very high fre¬
quency band, can cover another
80 markets, bringing the total
potential audience to 70 or 80
million—roughly only half the
national population. Conse¬
quently, on Sept. 30, 1948, the
Commission decided that until
technical investigations regarding
the availability of channels in
ultra high frequency bands were
concluded, the processing of sta¬
tion applications should be halted
entirely. Commission Chairman
Wayne Coy predicted recently
that the license holiday, now de¬
laying action on 312 applications,
will be over this spring.
The very short waves of tele¬

vision do not follow the curvature
of the earth, but instead travel in
a straight line. As a result, the
range of broadcasting stations is
limited to areas varying from
25 to 50 miles in radius. If large
audiences are to be provided for
telecasts it is therefore imperative
that stations be linked together
into hetworks. The answer to this

intercity transmission problem has
been found partly in closely
spaced radio relay stations,
bouncing the microwaves from
point to point, and partly in tele¬
phone lines called coaxial cables.
An east, coast coaxial sable was

opened early in 1946 and has been
extended north and south.. These
cables are supplemented by
microwave connections with
other eastern cities. In Septem-
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ber, 1948, .the midwest coaxia
nriK between Buffalo, Cleveland,
Toledo, Chicago and St. Louis
was made available for television

relay, with microwave connec¬

tions with Detroit and Milwaukee.
The eastern and midwestern cir¬
cuits were linked on January 11,
1949, by a coaxial cable between
Cleveland and Philadelphia, pass¬
ing through Pittsburgh.
-It has been estimated that by

1950 a Pacific Coast network from
Los Angeles to San Francisco anc

north to Portland and Seattle
should be in operation. It is be¬
lieved, however, that some time
will elapse before coast-to-coast
networks are in operation. Even
when country-wide networks are
a reality, many rural areas anc
smaller communities will be out¬
side the 25 to' 50-mile service
areas of broadcasting stations in
the larger cities. Some new tech¬
nique like "Stratovism" may be
used to bring television to the
entire nation. "Stratovism" is a

plan whereby television makes
use of aviation. A plane, equipped
for rebroadcasting facilities, is
sent 25,000 feet above ground to
pick up programs beamed to it
from low-powered ground trans¬
mitters. The plane rebroadcasts
the programs back to earth over

an area 525 miles in diameter.
Eight such- planes strategically
stationed could nearly blanket the
United States. An application for
a "Stratovision" station over

Pittsburgh is pending before the
Federal Communications Com¬
mission.
A factor presently limiting the

demand for television receivers is
of course the high prices charged
for the sets. The reason for this is

that, compared with a radio re¬

ceiver, a television set is a much
more complicated and delicate
machine. For example, a tele¬
vision set contains 10 times the
steel used in a radio. The kine¬

scope, or picture tube, in a tele¬
vision receiver represents 10
pounds of glass not in a radio and
costs as much as several small
radios. Television sets have about
30 receiver tubes compared with
5 or 6 in a radio,. 80 resistors
against 6 in a radio and 10 times
as many condensers. Volume
production and new production
techniques are bringing costs
down, however, dnd soon tele¬
vision should be within the reach
of millions of buyers.
Construction of television re¬

ceivers falls into two general pat¬
terns depending upon the manner
in which the kinescope is ar¬

ranged in the cabinet. In one type,
the fluorescent face of the tube is
placed on the front of the cab¬
inet, and the picture viewed
directly off the tube, which is in
effect its own screen. In another

type, the kinescope is arranged in
the cabinet so that the picture is
magnified by lenses and mirrors
and then reflected on a special
screen. An important considera*-
tion in the purchase of sets has
been the fact that laboratory de¬
velopment had proceeded so far
before commercial introduction
that sets purchased two years ago
give practically as good reception
as those purchased now. Present
sets may be adapted for a possible
change to ultra -high frequencies.
Color is -the -ultimate refinement
in television, as an all picture-
taking. When color television
will become available is not now
certain. Although laboratory
demonstrations under controlled
conditions have Been excellent,
some experts believe that color
will not be commercially practic¬
able for several years.
The prospects of more stations,;

lower prices for receivers, and
more network hookups will be
powerful stimulants to the sale of
receivers. " As audiences increase,;
outlays for programming are ex-;

pected also to increase. As the
standards of programs rise and
television is installed in millions
of homes, it is quite nossible that
the motion picture industry, sound
radio broadcasting, * and news-

Public Utility Securities
By OWEN ELY

<
; Northern New England and NEPSCO

New England Public Service, one of three important New Eng¬land holding companies, is slated for final dissolution under the
Holding Company Act. The other two holding comoanies, New
England Electric System and New England Gas & Electric, willremain in existence as integrated holding, companies; both of them
are well advanced in their programs to conform to the Holding Com¬
pany Act. New England Public Service, hereinafter called NEPSCO,
formerly had important investments in textile and paper companies,
as well as in several medium-sized utility companies. It had a com¬
plex capital structure with six issues of preferred stock and the com¬
mon. The important issues were the $7 and $6 prior lien preferred
and the $7 and $6 plain preferred (the adjustment preferred and con¬
vertible preferred were outstanding in negligible amounts).

After negotiations lasting several years the company finally sold
its industrial interests. With this cash and the proceeds of a bank
loan the company retired the prior lien preferred stocks at par and
dividend arrears. The question remained, however, whether holders
were entitled to receive the redemption premiums, and a $4 million
escrow fund was set up in cash to take care of this if it should prove
necessary (including $1 million allowed for interest and expenses).
Along with several other preferred "stubs" of holding companies the
outcome regarding these premiums awaits the Supreme Court decision
in the Engineers Public Service case.'

With income accruing from utility subsidiaries at the rate of
about $1.7 million a year, the company is gradually reducing its
bank loan which now stands around 3:11J8 million. The management
proposes to sell 200,000 shares of Public Service of New Hampshire,
which might raise about $4.4 million cash. -By the end of the year it
is estimated that the bank loan might be reduced to around $5 million,
if all available cash were applied. Sale of another 200,000 shares of
New Hampshire, or some 300,000 shares of Central Maine Power,
might then be sufficient to clear off the loan.

NEPSCO holds about 3,315.000 shares of Central Maine Power,
494,000 shares of Public Service of New Hampshire and 232,000 shares .

of Central Vermont Public Service. At current prices these stocks
are worth nearly $35 million. After allowing for accrual of cash in
1949 and retirement of the bank loan, the value of remaining hold¬
ings would approximate $25 million. In addition there might be
some recovery from the escrow fund. A substantial portion of the $1
million allowed for interest and expenses might well be restored to
free assets, and it is also possible that the $7 preferred might be reim¬
bursed by less than the $20 redemption premium, on the basis that
"investment value" is under 120 (the premium on the $6 preferred is
only $10). On this basis perhaps $1.2 million might be recovered from
the escrow fund, or a total of around $2 million, it is estimated. Total
assets would then be worth about $27 million.

After the bank loan is retired the management is committed to
file a plan for final liquidation and distribution of the assets. These
must be divided according to some formula between the preferred
and common stocks. American Power & Light's current plan of dis¬
solution provides for giving 82% of the assets to its preferred stock¬
holders and 18% to the common. If the same formula were applied
in the case of NEPSCO this would mean that $22.2 million would go
to the preferred stockholders and $4.8 million to the common stock.
This would mean an average breakup value for the two preferred
stocks of about $141; with a 1(J% estimated "spread" the $7 preferred
might thus be worth $148 and the $6 preferred $134. The common
stock would have a breakup value of $5. The preferred stocks are

currently quoted around 100 and 90 hnd the common at 4V4.
The real top holding company-in the system, however, is North¬

ern New England Company, which has outstanding 227,084 shares
and owns 312,193 shares of NEPSCO. This .company distributed some
stock and cash a few months ago so that virtually its only remaining
asset is the NEPSCO, in the ratio of 1% shares for each share of its
own stock outstanding. Purchase of Northern New England (which
las an inactive over-counter market around 4) would thus seem to
facilitate eventual acquisition of NEPSCO common at less than $3.

On the basis of the above estimated breakup values, long-term
appreciation possibilities would work out somewhat as follows for the
NEPSCO stocks: $7 preferred 48%, $6 preferred 49%, common
stock 67%.

The stocks of NEPSCO's principal subsidiaries, Central Maine
Power and Public Service of New Hampshire, have been depressed
oy the severe water shortage during 1947-8, which forced both of
these companies to buy power and use inefficient steam plants. The
earnings of both companies are now making an improved showing,
as the hydro plants can now be run at full capacity and good water
conditions seem assured for' at least the first half of the year. A
market recovery in these stocks, reflecting restored .investor confi¬
dence in their current dividend rates, would of course improve the
picture for NEPSCO's liquidating value. ...

Predicts Decline In Capital Investment
A joint statement by the Commerce Department ami the Securi¬

ties and Exchange Commission, released on March 31, reported that
although in the first quarter of 1:1949 private capital outlays on plant
and equipment were 12% greater than in the corresponding period of
1948 and reached a level of almost $5 billion, there is indication that
"in the latter half of 1949, a decline is anticipated in contrast to the
usual seasonal upswing and outlays are'expected to fall about >14%
below the corresponding period of last year." The joint release esti¬
mates American business will spend $18.3 billion for new plant and
equipment - in 1949, a reduction of about 5% from the record $18.2
oillion spent in 1948. - ' :

papers and periodicals will be
fundamentally affected by this
new medium of entertainment and
education. As in all such devel¬

opments, changes should be grad¬
ual and each medium may well be
stimulated to perform more ef¬
fectively the function Tor which,
it is best adapted. *

With F, S. Smithers ,

William H. Urell has. become

associated with F. S. Smithers &

Co., 115 Broadway, New York

City, members of the New York
Stock Exchange, in the firm's
•municipal bond department.
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market for them has not been
free but closely controlled. j
What is this price-pegging that

has generated so much contro¬
versy/ According to official
spokesmen, it appears to be this:
The Federal Reserve System has
assumed responsibility for sup¬

porting government securities in
the market at a level determined

by a yield curve anchored on

114% for one-year certificates and
100 !4 for the long-term 214%
bonds, including those eligible
and ineligible for bank invest¬
ments.

What it means is that when

government securities are offered
for sale in a market with no buy¬
ers, the Federal Reserve buys
them at fixed prices. Obviously,
this action has precluded any test
of evaluation of these securities in
a free market. As a result, no
one can tell what the real prices
of government securities are be¬
cause there is but one buyer with
adequate powers to fix and main¬
tain prices. It is disconcerting to
investors because they do not be¬
lieve the peg will hold and do
not trust the present level of in¬
terest rates or of bond prices.
Right or wrong, this attitude is
bad but it is thoroughly under¬
standable.

Why is this price-pegging of the
best securities in the world

necessary?; Stripped of all tor¬
tured explanations, one suspects
that the answer lies. in the

"cheap"; money policy or in the
determined efforts to control in¬
terest rates or price of money,

although with the passage of time
assumed responsibility for main¬
taining "orderly conditions" in
the government bond market has
also become important. As late
as 1937 this responsibility was
considered to be a minor part of
monetary objectives. Federal Re¬
serve purposes and functions were
interpreted to be broad and in
the interest of the general pub¬
lic. President Roosevelt empha¬
sized what the Federal Reserve
could accomplish "to effect the
volume and the cost of money"
toward "the maintenance of more
stable employment'' and "achieve
greater stability of the true value
of the dollar." -, ^ '

In its annual report for 1939,
the Reserve 1 Board itself stated
that "prices of fixed-interest
rate securities, including those of
the government, inevitably adjust
to changes in long-time interest
rates. Consequently, an orderly
rise or fall in United States bond

prices in response to changes in
underlying credit conditions, as

expressed in interest rates, does
not call for action by the Sys¬
tem."

The support program since the
war appears to be a fundamental
departure from these interpreta¬
tions. Under various provisions
of the Federal Reserve Act, the
Federal Reserve is expected to
administer credit with due regard
for "the maintenance of sound
credit conditions, and the accom¬
modation of commerce, industry
and agriculture." The authori¬
ties have been given broad pow¬
ers and means with which to
maintain orderly and sound credit
conditions in the market, but they
have virtually abandoned these
powers in favor of the ^market
thereby creating a dangerously
inelastic situation which eventu¬

ally may be very costly to our
credit system and the general
,economy. • 'V:' -Vy;:

Conditions, of course, have
changed. Our Federal debt now
exceeds $252 billion as against
$40 billion in 1939 and under $17
billion in 1929. The distribution
of its - ownership also is much
broader now than ever before.
The volume of short-term securi¬
ties, or so-called floating debt,
maturing within twelve months is
now upward of $46 billion as

against a negigible amount, for¬

merly, necessary only to meet
current needs of the Treasury be¬
tween tax quarters.
The public debt after the First

World War was funded, whereas
now we are , unfunding public
debt; that is, as bonds and notes
mature ws replace them by one-

year certificates rather than by
longer-term notes and bonds.
This is a dubious method, and
even if it is a part of the bond
price control program, it should
be reconsidered in the light of
new postwar conditions. •

Fundamental as these changes
are, they fail to explain or justify
the price-pegging program which
so far has been inflexible and dis¬

arming to the Reserve System. It
has restricted or narrowed down
the statutory influence of the au¬
thorities over the money market.
In fact, this influence has been
lost or abdicated to the market.
Control of interest rates during

the war may have been helpful
to sell more bonds during each
campaign because the interest
rates were kept stable, not rising
as was the case in the first World
War. The easy money policy dur¬
ing the depression of the 1930s
also may have helped to stimulate
recovery. But to continue the
same monetary program into the
inflationary postwar period seems

contradictory. It can be explained
only by earlier beliefs that inter¬
est rates and the flow of savings
and credit for current and long-
term business needs could or

should be controlled or managed
by a centralized authority. As it
turned out, this program has been
very much a one-way street op¬
eration and has not been effective
in keeping down the volume of
money supply. As a matter of fact,
the cheap money policy after the
war was one of the biggest factors
in aggravating the inflationary
forces. .

When, for example, reserve re¬
quirements on demand deposits
of the member banks in New
York and Chicago were raised in
1947 and on all deposits of all
member banks in the fall of 1948,
not much happened or could hap¬
pen under the price-pegging pro¬
gram. The banks- simply sold
their governments to the Federal
Reserve and continued lending to
business as before. The immediate

effect was to lower their earnings
through the shrinkage or "block¬
ing" of productive assets, but even
this effect was eventually offset,
at least in part, through higher
interest rates on loans.
With increasing uncertainties

and rising needs of business last
year, there also developed con¬
siderable selling of government
securities by non-bank investors,
and the Federal Reserve bought
them. The effect of such pur¬

chases, of course, meant an imme¬
diate addition to money supply
which, at the time, was considered
as highly inflationary. As a result,
bond holdings of the Reserve
banks increased by over $8 bil¬
lion to $11 billion in the year
ended with December, 1948. Their
holdings of short maturities—bills,
certificates and notes—did not de¬

cline enough to offset this gain so
that some $900 million of addi¬
tional reserve credit was released.
Under the system of fractional re¬
serves, this amount could support
close to $5.4 billion of new bank
credit. Since the turn of the year,

the Federal Reserve has sold $1
billion bonds to investors, includ¬
ing banks in need of earning as¬
sets as a result of falling loans.
Exhortations or warnings to in¬

stitutional investors not to sell

government securities cannot be
entirely effective when business
and consumers demand service

and expect better returns on their
investments than - those they are

getting from low-yield assets.
The convincing approach is to
offer a better interest rate in the
market where - investors express
their preferences. I If funds for
needed capital improvements,

working capital or mortgages
were denied, financial institutions
would easily expose themselves to
criticism and even demand for of¬
ficial action to liberalize credit

availability and terms. The rec¬
ord clearly bears out this possibil¬
ity. ' .-' :
At the end of the war, the Fed¬

eral Reserve posed for itself this
question: Should it abandon the
policy of pegging the price of gov¬
ernment securities or, should it
continue to pursue the cheap
money policy as it did during the
depression and war periods? The
Reserve Board, with the active
consent or suggestion of the
Treasury, answered this question
by choosing the second alterna¬
tive, and then sought additional

powers from Congress to curb
credit expansion.' The • existing
methods of regulating the volume
and cost of bank credit—discounts
for member banks, discount rates,
purchases and sales of securities
in the open market, and changes
in reserve requirements— were

thought to be inadequate to meet
the situation as interpreted by the
Reserve Board. These powers are
broad and potent, but their use
was apparently deterred by the
fixed program of supporting the
bond market.

Why is it that the monetary
authorities have been so deter¬
mined to peg the prices of gov¬
ernment securities? Let us re¬

examine at least the outward rea¬

sons and appraise their validity.
In the first place; it is held that

the cost of the Federal debt should
be as low as possible even if it

added to inflationary pressures.
This is said to be in the interest
of the taxpayer. But it would
seem that a nominal increase in
interest costs would be very bene¬
ficial if it would eliminate the
prevailing notion that the govern¬
ment securities market is artificial
and unstable. Moreover, the so- -

cial cost of depreciating the value
of money through inflation ismuch
too heavy for taxpayers and non-

taxpayers. Also, a large part of
any increase in interest cost goes
back to the Treasury. At least
38% of it is paid in the form of!
corporation taxes, and as much or
more is taken in the form of per¬
sonal income taxes.

Second, it is said that if gov¬
ernment bond prices should drop
below par, individuals holding
savings bonds would rush to re-

, (Continued on page 34)
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deem them. This is very doubt¬
ful. Savings bonds are redeem¬
able at fixed prices, no matter
what is happening in the market
for other bonds. Except for the
form, a savings bondholder can

get cash almost as easily as he can

get it by drawing on his savings
account in the bank. With effec¬
tive educational campaigns, thrifty
people will buy, as they are do¬
ing now and should be encour¬

aged to do so in the future. What
is of utmost importance is to
maintain the purchasing power of
the dollar invested in these and
other bonds. This means the need
for curbing inflationary forces so
that the current value of the dol¬
lar can be kept as stable as pos¬
sible. Any unusual rate of re¬

demption of these bonds, there¬
fore, is not likely to be caused by
the withdrawal of support of other
bonds or lower prices of market¬
able securities but, on the con¬

trary, by the artificial elements
engendered by the support and by
deterioration of the purchasing
power of money.

Third, it is also stated that a

complete withdrawal or substan¬
tial modification of the support
might precipitate mass selling of
the marketable bonds, as was the
case after the First World War.
No one, of course can foretell
the behavior of individual and in¬
stitutional investors. But we do
know that the basic elements un¬

derlying the ownership of gov¬
ernment securities are not what
they were in the early 1920's. In
the First World War the slogan in
financing was "Borrow and Buy,"
so that at the end of the war in¬
dividuals held a lot of govern¬
ments as collateral against loans.
When deflation came, they sold
the bonds at great sacrifice. The
present situation is quite different.
Government securities held now

were purchased with- savings so
that there can be no such pres¬
sure to sell them. But suppose
the par-line was broken and mar¬

ketable bonds did drop to, say,
.95. Can it be assumed that noth¬
ing would happen? No! Investors
would become active buyers and
thus support the market them¬
selves. That they would do this is
almost certain because govern¬
ments even approaching a yield
rate of 3% would be in active de¬
mand, particularly when business
loans slacken as seems to be the
case at present.

Fourth, the notion that a drop
in government bonds below par
might place some institutions in
emharassing positions is hardly
worth considering. The insurance
companies and savings banks
carry their long-term bonds on

amortized values. More than one-

half of government securities held
by commercial banks mature in
less than five years, and 30% ma¬
ture in one year. For examina¬
tion purposes, the supervisory au¬
thorities appraise these securities
at par or book value, with the
requirement that premiums paid
on them be amortized. Institu¬
tional investors in government
securities are so fully protected
that it is mischievous even to
imply that any break below f)ar
would embarrass them. Govern¬
ment bonds are still the safest
securities in the world.

Fifth, there are some who hold
that centralized monetary controls
are needed because a free money
mafket is incapable of providing
wholesome influences and that a

free market rate cannot be trusted
as an effective medium of influ¬
encing the flow of savings and
credit in the economy. The reason
for this position is difficult to un¬

derstand. This country continues
to be rich in resources and cap¬
ital. There is certainly no pros¬
pect of capital shortage in spite
of temporary demands from
abroad. The exceptional needs
for capital outlays to increase the
efficiency of our plant and equip¬

ment already is subsiding to more
normal levels. In other words,
the demand for funds seems to oe

slackening, while savings in a va¬

riety of forms—insurance, pen¬

sions, deposits—continue at high
levels under conditions of high
production, employment and in¬
come. Why then should interest
rates get out of hand or fail to
exert influence upon the balance
between the supply of savings
and the demand for funds for
business investments?

Sixth, finally it is said that sup¬
port of the price-pegging program
is necessary because of our de¬
fense and foreign policy. To per¬
mit a war that is not yet here or
in. sight to dominate fiscal and
monetary policies seems to be a
little far-fetched. If the interna¬
tional situation becomes so

strained as to require defense
expenditures on a very large
scale, other influences would
have to be brought into play
with full force. When national

security is at stake, economic
resources again will be mobi¬
lized, probably in a more com¬
prehensive manner than was

done in the last World War. So

why brandish a monetary shot¬
gun in place of an atomic bomb
this early?
This analysis shows how diffi¬

cult it is to make out a strong
case for the continued support of
the market for government se¬
curities to the exclusion of other
securities or forms of credit. It

is, indeed, awkward to whip up
a convincing apology for the pol¬
icy that seems to be based on

contradictions. The monetary au-
thorities release high-power
money to keep up government
bond prices, but they raise legal
reserve requirements of commer¬
cial banks to prevent them from
lending to business the money

supplied by the Reserve. Such an

action means inflationary expan¬
sion of money supply at the
source and credit control or con¬

traction at the outlet. The cheap
money policy during the depres¬
sion and war can hardly be ap-r
plicable to a period of inflation,
particularly since credit is only
one of a great many factors in
inflationary pressures, such as the
activities of public lending agen¬
cies, guarantees and subsidies,
expenditures on public works of
great varieties, and public bene¬
fits of all sorts. Most of these
factors tend to unbalance the

budgets of Federal, state and
local governments and re¬

quire deficit financing which is
inflationary. Without balanced
budgets no monetary control can
be effective, particularly when it
leads to an increase in money
supply at an extremely low cost
despite inflationary pressures.

What, then, can be done about
it? Without being dogmatic, one
can venture the following ob¬
servations:

First: The present price-peg¬
ging policy is becoming increas¬
ingly doubtful and should be

changed at the first suitable op¬
portunity so that the flexibility
of the free market can be • re¬

stored. The present readjustment
in business conditions seems to
provide this opportunity and the
monetary authorities should give
it serious consideration. They
should be able to tell whether it
is "too late or too early" to re¬
construct the program. Through
its open market operations, the
Federal Reserve can maintain
"orderly conditions" in the mar¬
ket at all times. What is needed
is a shift in emphasis, a broad¬
ened view of the problem and less
reliance upon ingenious or clumsy
control gadgets such as additional
reserve requirements or special
reserves that sterilize productive
assets of member banks and move
them to seek longer and riskier
loans and investments to main¬
tain earnings, but do not come to
grips with the real problem. A

sound public policy requires that
banks have good earnings from
good assets so that they can main¬
tain their strength in meeting
emergencies.

Second: It is important for the
Reserve System to regain its in¬
fluence over the money market.
The System should be free to de¬
termine what support to give and
credit to extend to the market.
But so long as its policy of keep¬
ing government bonds at or above
par continues, no effective con¬
trol over the volume of credit can
be exerted. The market will be

the boss and the System will
flounder. Under the terms of the
Federal Reserve Act the objec¬
tives of the Reserve System are
much broader than that of main¬

taining the prices of government
bonds to the exclusion of all other
forces in the market.

Third: to help curb the effect
of inflationary pressures a rea¬

sonably free money market is es¬

sential and should be encouraged,
certainly in the long run. By re¬

moving or minimizing artificial
elements, it will give a new fillip
to investors' confidence and

strengthen their faith in the mar¬

ketability of government securi¬
ties as well as other securities.
This step is desirable even if it
will mean slightly higher yields
on these securities. It is one of the
best ways to make them more at¬
tractive to all investors.. -

Fourth: Realizing the complexi¬
ties of the subject and the many*
changes since the establishment of
the Federal Reserve System,- if
would seem desirable to set' up
another monetary commission to
study the entire banking, mone¬

tary and credit fields in the light
of experience, extending over a

period of thirty-five years' or
more. This is a job that will take
several years of painstaking ef¬
forts by experts and statesmen
but it should be done to remove

present groplngs and maulings of
the old banking laws. We have
allowed a veritable crazy-quilt to
develop over the years—duplica¬
tion and overlapping of jurisdic¬
tions, toftured interpretations of
simple and complex provisions of
banking statutes, creation of vari¬
ous public lending corporations or

agencies, and the inclusion of
banks in other than banking laws,
permitting administrative inter¬
ference. The Federal Reserve
Act of 1913 itself has become re¬

plete with archaic provisions and
contradictory amendments. Its
aims and objectives should be re¬
viewed and reinterpreted on the
basis of the needs of our dynamic
economy. Of course, there are
hazards in this suggestion but
they are less risky than the
present maze of conflicting ver¬
sions and assumptions of duties
and responsibilities. We must
face the problem frankly and
honestly like men of full stature.

Fifth: All of us should be will¬

ing and ready to give generous
assistance to the monetary au¬
thorities in their efforts to cope
with this problem. It is easy to
be hypercritical of others, but it is
difficult to arrive at sound judg¬
ment, act upon it and then face
the consequences. These authori¬
ties, on the other hand, should
also welcome constructive sugges¬
tions and assistance from those
who are on the firing lines, fully
conscious of the fact that what is

good for the whole is in the end

good for the institutions under
their management. , - •• ••

•Our -strength lies in united ef^
forts. We have a great institution
in the Federal Reserve System. It
is a monument in our financial
structure, and its foundation must
be guarded against erosions by
time and man, even while mod¬
ernizing some of its parts. We
must work together to strengthen
it for the good of banking, busi¬
ness and the general public. It
is our duty and responsibility to

take an enlightened view and
voice it fearlessly.

Guides for Banking Policies and
Programs

I have tried to share with you
comments on business develop¬
ments and their implications for
banking and credit. I have also

attempted to diagnose the present
"cheap" money policy and its sig¬
nificance for both banking and
the economy in general. It now
remains for me to indicate some

of the guides that bankers should
consider in shaping their policies
under conditions of postwar re¬

adjustments now in progress.
What are some of these guides?
First: The banking system prob¬

ably has never been as strong as
it is now and we want to keep it
so in "fair weather and foul."
The essence of this strength lies
not only in its capital position but
in the quality of its assets, which,
in the final anaysis, determine our
ability to meet and overcome

emergencies. As you know, the
lending powers of the Reserve
Banks have been so enlarged that
in case of difficulty any sound as¬
set can be used to obtain cash
from the Federal. Coupled with
tne insurance of deposits, this is
a great protection to banking and
the public. It was not available
prior to 1935 and that was one of
the reasons for the troublesome
deflationary period of the 1930's.
It now adds greatly to our

strength, provided we - observe
sound credit standards and bank¬

ing, practices.;:,.;. ~,;v *■

-"The composition of the earning
assets has been changing since the
First World War. Whereas in the
I920's- loans accounted for about
70% of earning assets, now they
run 35% in the case of all mem¬
ber banks and only 30% in the
case of country member banks. Six
out of every ten dollars of earning
assets are in investments. Govern¬
ment securities, of course, account
for the largest proportion of earn¬
ing assets. For all member banks,
these securities last year were
about 57% and in the case of

country banks 60% of total loans
and investments. This is a sub¬
stantial increase since 1941 re¬

flecting the influence of :war

financing.
These changes are fundamental

and they raise a number of
searching questions. Are banks
unduly conservative in their lend¬
ing policies, preferring to invest
their funds in riskless securities
rather than in loans to business?
If they are, are they servng their
communities so as to promote
their growth and development?
Are ordinary commercial loans
drying up or changing into a dif¬
ferent type of credit that bankers
have not yet recognized? An¬
swers to such questions can be
provided only by the manage¬
ments of individual banks doing
business in their respective com¬
munities. Whatever these an¬

swers may be, the present condi¬
tion shows that banks have be¬
come heavily dependent for their
earnings on government securi¬
ties whose yield has been rigidly
controlled. In shaping its poli¬
cies, no bank can overlook this
fact.

Second: It is important to pre¬
serve poise, analyze situations,
and get the habit of a helpful at¬
titude in meeting cases in normal
times, as well as in periods of re¬
adjustment or recession. No ef¬
fective banker can ever afford to
be panicky. Blowing hot and cold
is bad for the management and
even worse for the customers.

"Both in the 1920's and in the
1930's a jittery state of mind ag¬
gravated the deflationary forces
and the losses were heavier than

they needed to be. Our present
situation is not comparable to
what we had to go through r in
those periods but we must act like
leaders without being swayed by
ephemeral events or little fears
of the crowd. ■/

Third: It has been self-evident
for a long time that the banks

• must intensify their attention to
the policy of selection and train¬
ing of personnel. Workers in the
bank, from the president down,
constitute the human asset in the

bank, just as depositors and cus¬
tomers make up the human asset
outside the bank. Upon their
quality and attitude depends the
growth and development of each
institution. A bank of any size,
should have a well-rounded per¬

sonnel program, including effec¬
tive development of official ma¬
terial within the bank. Included
in personnel policy should be
periodical reviews of compensa¬

tion, relationships of jobs and the
position in the market. Neglect
of intelligent personnel policy in
the past has been veiy costly to
the banking system. Promising
young men have stayed away or
left the banks because of greater
opportunities elsewhere. If the
quality of our internal human as¬

sets is to be increased, it is es¬
sential that we reverse this trend.
The job is in the lap of bank
officers and directors.

' Fourth: Good public relation
is necessary and it also depends
on competent personnel. Of all
industries, banks, probably have
the most extensive contacts with "

the people. For example, it is
estimated that 50%'of all wage'
earners have savings accounts and
40% have checking accounts at
banks. This affords us a tre¬

mendous opportunity for meeting
people face to face. And if you
add to this, the large group of
business contacts, the opportunity
grows beyond limits. But to grasp

it; it is' essential to have well-
selected and thoroughly trained
people in the bank, particularly
among the officers and key staff
members. We can then serve our

customers effectively and be a
real force for leadership. ; The
nature of our business depends
upon intimate relationships,- and
we have a great opportunity to
make stout friends In fair and

stormy weather. •f „

Fifth: It is paramount that all
banks should do a good job. With
14,000 independent banking units,
it is very difficult to establish a

well-rounded banking policy, es¬

pecially under conditions of great
geographic and economic diversi¬
ties. Probably the best example
of co-ordinated policy and action
was the recent voluntary self-
restraint in controlling credit ex¬
pansion in the inflationary period.
The record of the past year shows
intelligence and understanding in
attacking the common problem.
The tendency throughout the

world is toward greater central¬
ization and collectivism. Banks

are exposed to these forces more

than any other industry because
they are dispensers of credit,
which is the bloodstream in mod¬

ern economic life. The best way of
guarding ourselves against these
forces is to be positive both in
rendering services to the people
and in remedying quickly such
shortcomings in banking as may

develop from time to time. 'We
should tell the people how w.e are

trying to serve them. People
should know the story of banking.
To be aloof and negative, or to
be blindly against needed reme¬

dies, has been very harmful to in¬
dividual units and the banking"
system as a whole. Constructive
suggestions and sympathetic -aW
titudes are imperative in meeting
and solving heavy problems. Per¬
haps in no field do leaders have*
as great an opportunity to eXert
their influence for good as in
banking. A thorough underr
standing and concerted efforts to
uphold the dignity and humanity
of banking should be one of th$
most important guides in the for¬
mulation and execution of bank

policies and programs. • - -

Concluding Comments * !

If these comments help to "
stimulate your own thoughts and
if they prompt you to action with¬
in your own institutions, this dis¬
cussion will not have been in
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vain. We are at the threshold of
^significant changes. '/There' is no

; reason at ail why business read¬
justments should not be completed
.in an orderly fashion and stable'
prosperity be achieved on a more
-durable basis. The country has
survived many ups and downs and
"it. yvill overcome such economic
pin-pricks as may be abroad now.

'Many industries have already ad-;
; justed their situations and are

"ready to forge ahead. Others will
;do the same in good time. Work¬
ing together as a team, made up
-of management, labor, farmers,
"consumers, and the government,
we can continue advancing in our

dechhology, production and trade.'
.sustaining high levels of employ¬
ment and income, and thus high
:
living standards. The record over

;the past century shows what can
4be -done by a free and vigorous
people. - ' * 1 ";
On this: anniversary" when'we

,commemorate the birthday: of
George Washington, it is fitting
.that we rededicate ourselves to
those principles and objectives

that are broadly outlined in our
Constitution—to establish justice,
to insure domestic tranquillity, to
provide for common defense, to
promote the general welfare, and
to secure the blessings of liberty.;
The faith and the spirit that sanc¬
tify this great document constw
tute the impregnable fortress of
our freedom. '/7;o;7vV.\. »

Let us recall the lines adapted;
to our time by E. R. Clinchy front
Maxwell Anderson's play "Jour-f
ney to Jerusalem"—

"The American Constitution
with its laws and guarantees/is
but the roof and walls of a faith
which dwells within. Our cities
and towns that stand gloriously
against the sky and seem so strong
and durable, are blown into these
shapes by the spirit which in¬
habits them, blown like a bubble,
and will subside again when the
spirit is withdrawn. As long as
the people keep their faith, that
faith will keep, the nation. ; . ,«

May God inspire in the hearts of
all of us the secret singing of the
faithful."

.

Our Reporter on Governments
' By JOHN T. CHIPPENDALE, JR. =

Reductions in margin requirements will result in-some of the
slack in loans being takdn up? by borrowers, who want to purchase
securities listed on the exchanges with bank credit. . . . However,
most Qf these borrowings will be in the large money centers, with
the New York City banks getting the bulk of the demand. . .. . None¬
theless, these banks are also losing business loans and the demand
for collateral loans from stock brokers is not expected to take up
the idle. funds of these institutions. ... Accordingly, they are ex¬
pected to continue to protect earnings by moving into the longer-
term eligible issues. . . . r. ..'■■■ i:

MARKET ACTIVITIES

:r Savings banks continue to increase commitments in the 2%%
due 1959/62 with a sizable amount of the demand for this bond now

coming from switches out of the 2s due 1952/54. ... This is an old
swap that has been revived by rumors that the restricted 2V4S will
be made eligible in the near future. . Income is improved and a
bond is acquired that becomes eligible at least in 1952. . .. . There is
considerable talk in financial circles now that a 1%% obligation
would be very acceptable in the June financing. ... It is believed
that a 1%% issue, if used, would be offered for the maturing 2s and
part of the lVgs; . ; .

The June refunding is getting more attention with a higher
| coupon, obligation for commercial banks' holdings of maturing
issues, looking more likely each day. . . . The partially-exempts

. continue to be well taken with the 2%% due 1960/65 still the
bellwether of this group, > . . The 2}£s due 1956/59 and the 2%s
due 9/15/67/72 are being bought in volume by severaL Pacific
Coast banks in order to replace loans which have slipped sharp-

-*■' ly with these institutions.

'■} ; The money markets remain on the favorable side, in spite of
.quarterly and month-end adjustments, which have tended to slow
activities of institutional investors. ... There is, however, a sizable
demand for all Treasures, with even the shortest maturities currently
^attracting attention because the tight money is being relieved, and
:dealers are moving these securities which should be reflected in
smaller dealers' loans. . . . The tap bonds are going out of the mar¬
ket in considerable volume although this buying has not always
resulted in higher quotations for these bonds. . . . Bank eligibles are
^appearing in large amounts from time to time, with the proceeds
going into restricted issues. . . . Swaps from the eligibles into the in-

. eligibles have evidently been stepped up. because of the talk about
-the latter issues being made available to commercial banks in the
not distant future. ... *

Lower margins for purchase of securities on credit no doubt
mean lower reserves for member banks, with many believing

r the June financing will be the time when important changes
; : will be announced. . . . Generally, however, changes in monetary

policy come when they are not expected. . . . Decreases in reserve

requirements would be further confirmation by the Board of its
concern over the business trend. ... On the other hand, some of
the President's economic advisors are either unaware of what is
going on in business or are not inclined to take current devel¬
opments seriously. . . .

TOO MUCH LIQUIDITY
Demand for the bank-eligible obligations, particularly the inter-

mediate- and longer-terms, should continue to be sizable, because
many commercial banks are so short (based on maturities) in their
holdings of Treasuries they are being forced to extend maturities
in order to maintain earnings. ... Liquidity among the out-of-town
deposit institutions has in instances been carried almost to ridiculous

levels, because some of these banks show over-all maturity distri¬
butions of governments that are considerably shorter than those
•reported by the large New York City banks. . . .

r V . As long as loans were being made, some of these institu-
tions had need for liquidity, but nonetheless it has been over¬

done in most cases. ... Now with loans declining and new ones

not in immediate prospect many commercial banks are facing
substantial declines in earnings. . . . The only place these insti-

4 tutions can now turn to for revenues with the safety they must
have is the government market, and since they have more than
enough shorts they must move out into the intermediates or

more distant maturities. . . . Prices of longer government bonds
have advanced to levels which many of these institutions do not
like to pay but under existing circumstances they have only

"

Hobson's choice. .. . " .

! \ . Purchases by out-of-town banks of the more distant eligibles
have been substantial and this demand will continue to make itself
•felt in that'section of the market. . . . However, most of these insti¬
tutions are heavy in savings deposits and this means that only the
highest income eligibles will give them the earnings they need. . . .

Also these same institutions are important politically and it is indi¬
cated. they are bringing pressure , to bear in places that could do
"much good for them in their future acquisition of long government
'obligations. . , .

SAVINGS BONDS MAY BE ELIGIBLE
"

/ • It has been rumored that commercial banks with savings deposits
•will be allowed to buy non-marketable government Savings Bonds
during the coming Savings Campaign which gets under way next
'month. . . . This is one way in which the need for income of the out-
of-town commercial banks would be helped. . . . However, it is re¬

ported that these institutions are not, enthusiastic about this idea,
since they prefer to have .marketable obligations, although there
have been times in the past, especially in dropping markets, when

•

many of them probably weiild have w e 1 c o m e d non-quotable
securities. .. .

Accordingly, it is indicated that the pressure is on by many
'

of the out-of-town banks to have the monetary authorities allow
purchases of all of the restricted bonds by deposit institutions

1
that have savings accounts. . . , Unrestricted commitments in the

.* ineligibles by: the aforementioned institutions are not being
sought according to advices, although purchases based upon a
formula not dissimilar to that used in 1946 are being put for-

- ward....

Entertain in Chicago
CHICAGO, ILL.—The Chicago

office of Hornblower & Weeks
will be host at a luncheon Thurs¬

day, April 7, at The Attic, upper
north room of the Field Building,
at 12:15 p.m. After luncheon there
will be a preview *of the firm's
completely new, air conditioned
offices on the third floor at 134
South La Salle Street, which are

opening officially April 11.
.• — r-—w r

French and Stern Join
Shields & Co.
HOUSTON, TEX.—Robert D.

French and William H. Stern have
become associated with Shields &

Company, Gulf Building, as co-
managers of the Houston office.
Mr. French was formerly a part¬
ner in French, Rogers & Co. Mr.
Stern was with Merrill Lynch,
Pierce, Fenne* & Beane.

MANUFACTURERS

TRUST COMPANY

Condensed Statement of Condition as at close oj business March 31, 1949

\ ' IK ESOUIKCES
Cash and Due from Banks 8 675,610,338.00
U. S. Government Securities , . . • 939,830.529.77
U. S. Government Insured F. H. A. Mortgages 5,149,896.01
State and Municipal Bonds _ 32,642,276.62
Stock of Federal Reserve Bank . . . . ; . . . . • 3,150,000.00
Other Securities ...... * • 17,158,660.85

Loans, Rills Purchased and Bankers' Acceptances-*?. . • >••• 572,763-555,83
Mortgages . .' p . 17,216.948.40
Banking Houses 10,310,390.72
Other Real Estate Equities . . ' 450,815.40
Customers'Liability for Acceptances . ...» . . . * , 4,509,955.52
Accrued Interest and Other Resources . . .... . ♦ 5,672,038.13

$2,284,465,405.25

Capital
Surplus .... . «

Undivided Profits . . .

Reserve for Contingencies

LIABILITIES

.... $45,000,000.00

.... 60,000,000.00

.... 29,581,940.82

Reserves for Taxes, Unearned Discount, Interest, etc. . . .

Dividend Payable April 15, 1949
Outstanding Acceptances
Liability as Endorser on Acceptances and Foreign Bills . . •

Cash held as Collateral or in Escrow

Deposits 2,111,607,798.36
, $2,284,465,405.25

$ 134,581,940.82

4,551,021.13

5,886,245.47

1,350,000.00

4,796,364.52

2,442,408.50

19,249,626.45

United States Government and other securities carried, at $90,989,270.22 are pledged to secure

public funds and trust deposits and for other purposes as required or permitted by law.
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in life Insurance and InvestmentsSales Technique!
(Continued from page 4)

self, would be doing if you were
in that prospect's position—then I
don't think you have any right in
this business, and I am sure I
don't have any right in mine.

- Second, don't try to mimic;
don't try to ape. Salesmanship
isn't training to put on an act. If
a man is an unusual fellow in his
profession and you try to ape him
and copy his mannerisms, it is
false, and sooner or later it will
catch up with you, because it is
not you. . ,

So where did we start? I came
into this business ten years ago.
Here again in the first person. I
had been in a good position as
sales manager of a Boston com¬

pany. It was a family affair, and
I thought maybe one day when I
was 40 or more, somebody would
put me out of a job. Of all the
businesses, the last business in the
world that I was ever going to
'go into was that of being a life
insurance salesman.
: Why? I had owned life insur¬
ance; I had worked in the home
office of a life insurance company,
and I believed in it. I had used
it; I had borrowed on it, pretty
much as everyone else had. But
it was the last business in the
world that I wanted to go into,
because those people had no pres¬

tige. But after much considera¬
tion, I decided to get into the
business. I sent out letters to 50

friends of mine—announcing this
change—and I blush when I read
that letter every once in a while.

,s So, as I went around to see those
friends, they would say, "Holy
Mackerel! I got six of you guys
after me now." And I said, "All
right, you have still got six, be¬
cause you can't hire me to get
into your line." I just wasn't go¬

ing to back down and become just
another agent in this business." B
I have frequently told new

agents—and it is probably true
in your business as well—I say

you must put in five years of very
tough, diligent >work before you
can do it. Here I was, brand new
in the business, so—what to do? ,

I determined that I would not

go to the people I knew. One day,'
yes, they may come to me, but
only when they realize that I have
been established in the business.
That is probably true in your pro¬
fession.
From my advertising experience

I made up a proposal book which
showed my philosophy of life in¬
surance. It was just a different
approach. I went around and made
calls. My approach was something
like this: "I recently got into the
life insurance business, and for
very definite reasons. I will not
give them to you now because you
did not know I was coming in,
but I would like one day to come
in and show it to you." In other
words, I would sell the book. Here
it is—it's battered and well used.
It was originally in leather covers,
but it is all wrinkled up, and it
is merely a presentation of life's
line and how we build and accu¬

mulate an estate. It tied in with
a life insurance story.
I would simply go in, and I had

a very simple patter that went
along with it, and invariably it
caused some interest. Whenever
they would stop and ask some

Questions, then I knew that they
were interested. Then I would
shut up and listen. That is also
basic good salesmanship. There
is too little of it done. When your
prospect starts to give informa¬
tion close up and listen.

No Quick and Easy Way
. So, in my first years, I sold a
"book" and I made calls. Speaking
of making a lot of calls, I have
tried every shortcut known, and
invented a few myself, .in this
business to find out if there is a

Quick and easy way of becoming
a good producer, which there isn't.
There is no substitute for calls,

so long as they are intelligent
calls.
li 1 were to make any criticism

of some of the i\ew agents that
come into this business today, it
would be that they do not make
enough calls.
I was very fortunate to come

into the business with one of our
now general agents in Chicago.
When I got to the point where I
would make a sale for $5,000 in
the morning, and if I came in
beaming, "Look at me; I. sold
$5,000 this morning," he would
say, "O.K., O.K., you're hot. You're
burning up. Get the hell out. Get
out; get out." I couldn't sit down,
ana u is a very good thing, too, so
I made more calls. I was a much
more efficient life insurance agent
five years ago than I am today,
because today I no longer am an
agent, as such—I am running a
business. With over ten million in

force, I find an almost endless
problem of service to take care of.
In the beginning I audited poli¬

cies. That is the simplest thing
to do in my business. It is quite
a lot different from making an

analysis, and I had policies galore
all over the office. From that, my
business gradually developed and
things came along. I tried always
to do a little studying, and im¬
provement. - ; •

You know, and this is a simple
thought which I have said many
times, and probably will say many
times more: You -are all inter¬

ested; just as I know all of you
are, in some success in your busi¬
ness, perhaps being a little bit
outstanding or. at, least being
pointed out as one who has done
a good job.' It is amazing the
amount of. data and information
that is around and available to all
of us, providing you have the de¬
sire, the intense desire, to take the
time and study for knowledge.

Investment Education Important

Success in business or in any

endeavor is simply knowing what
it is all about and studying. There
are probably not six men, includ¬
ing myself, in this room who have
the zeal and- desire to go ahead
and get that sort of education, but
if is important. There are all
kinds of books written on invest¬
ment: Investment psychology, in¬
vestment trends, and statistical re¬
searches. All of it is available,
but it is a little bit too easy when
you get home to play bridge or

visit, or turn on the television, or
what not.- Because of that, most
of us won't give the short time it
takes to do it. That is all there
is to it—the desire to really get
in and study. Somewhere, along
the line you will have to do a cer¬
tain amount of it.

1 try to allocate,,on an average,
one day a month towards it. 1
can't do it in the office. I find I
can't do it at home at the end ol

a busy day. I find that if I give
one day a month and stay at home
for this purpose, it is worthwhile.
I get frightened every once in a
while when I think how much one

should know in my, business ;to
really do any good. Maybe you
do know a little bit more than the
next fellow and business looks

fairly rosy and good, but don't
ever forget the fact that we must
learn to know as much as we can

about our business.
Now, I never hesitate to say I

don't know. I don't think there
is any shame in saying that at all.
I will never guess at any thing,
if a guess is required, but I say,
"I will find it out for you and I
will let you know later." I say
that quite frequently.
To get back to my subject, after

I had developed a few policy
holders, I never tried to be a spe¬
cialist in any one field. Inciden¬
tally, I would like to emphasize
that primarily I am an agent. I
am not a business analyst. They
use all sorts of fancy terminology
for my business: estate conserva-

tist, estate planner, and so forth.

I have worked with a great
many lawyers in Boston. Quite
frequently I say, "Your lawyer is
responsible for that. That is his
business. It is not my business."
I am getting out of my field as
an agent when I become a lawyer,
an accountant or tax advisor. If

you are qualified, fine; but if you
are not, don't hesitate to say you
are not. Don't stick your neck out
in these things. V

At a meeting only this after¬
noon, they were getting into a

very involved discussion on taxes.
The business of the taxes was up

to the tax man there and the law¬
yer, and they are responsible. My
only contribution was on under¬
writing problems.

"Prospecting"

Is the phrase "prospecting,"
something that is used in your
field? Is it? Anyone know what
it means? It is almost obvious.

Prospecting is prospecting for peo¬
ple—people with whom we can
do business. , v

Here is a group of people in
front of me now. Supposing, be¬
cause/I have been here, I got all
your names and came around later
and I said to you, "I am Ben Red-
field. I talked before your group.
Are you interested in buying any
life insurance?"-To a degree I am
prospecting, but not very effi¬
ciently.; Prospecting is finding
out where there' are situations
with individuals who can buy
what you have to sell, and who
have the ability to, buy what you
are selling. Don't waste time
talking to a lot of people who are
not interested.
All of you have had the experi¬

ence of talking to certain groups
of people. They may say they are
interested and want to make in¬
vestments in the market, but are
not quite ready now. So, you say,
"A prospect," and keep going back
to see them. You waste a whale
of a lot of time and you go down
and down in prestige every time
you call. Find out first if they
are really prospects.
Now, then, always be honest

with yourself, if you are trying to
analyze yourself from the best
standpoint. Unless you have some¬

thing to say that is of interest to
your prospects and worth the call,
then you have no license to make
the call, in my opinion. I will not:
go to anybody, no matter who pr
how well I know them, unless I
think I have some idea to con¬

tribute to them to make that call
worthwhile.

I never use the phrase, "I just
happened to be in the neighbor¬
hood." How many times have you
heard that? Tell the fellow that

you came to see him. Don't tell
him "I happened to be passing by
and stopped in." >

So, prospecting is to find out
situations. If suddenly Ted Wat-
kins is made Vice-President of las
firm, there is a change in his situ¬
ation. He feels pretty good about
it. Ted is human just like all the
rest of us and something has hap¬
pened to him; he should be mak¬
ing more money—he may be a

prospect.

"Get People to Talk"

People love to talk about

people. They are strange crea¬

tures, just as you and I, because
we too are people. All of us,, to
a large degree, want to know and
have a little bit of information
that the next fellow does not have
about the other fellow. We go
out and talk about it. If you get
people to talk about other people,
then you are doing prospecting in
its best degree.
Let me illustrate that. Suppos¬

ing you have just completed some
business with a person, and he
likes what he has bought. The
poor salesman will say to the man

that just bought some business—
be it stocks and bonds or life in¬
surance—"Do you know anybody

around that I can go to or to
.whorri; you can:give~me an intro¬
duction, who might be interested
in what I have?" I think that is

wrong, because you close the
man's mind right up. Nobody
knowingly, likes, to send an un¬

derwriter to another fellow and

have him say, "I just did some

business with so and so, and he
sent me to you." \ ^ !

I very rarely use a man's name

unless the situation is obvious, if
somebody calls :me and -says, "I
had lunch with Joe Doakes the
other day. He was interested in
going over his life insurance pro¬

gram, and I have recommended
you to him, and he said he would
like to see you."_
Who are the people you would

go to first if you suddenly be¬
came an insurance agent? There
are probably three or four or half
a dozen people that you would go
to in preference to 50 or 200
people you know. Why—because
of situations you know about
them. That is true all the way
through. If I had anyone or all of
you as clients of mine, and if I
am adroit and smart in my pros¬
pecting, I am going to try to have
you talk about people you know.
Accountants get around. They

know the nature, the profits, and
the loss of their clients. I hap¬
pened to be lunching with one

recently. I said, "Have you been
very busy? I haven't seen you
around much." He said, "I have
been out of town and have been

working on a couple of audits that
have taken a lot of time," and so
forth. He might say that he was

up in Lawrence, or Lowell, or New
Hampshire, or Maine.. I said, "Oh,
you have some clients there?"
These are all logical questions, but
I want him to talk about people.
He said, "Yes, we do have busi¬

ness with so and so people." Let's
call it the Ajax Company by
name. Now the Ajax Company is
run by people, and people know
people. People are running it be¬
cause they aret getting paid for it.
So, I want to find out a little bit
about how they operate and who
they were. "I didn't realize that
you did their work," I said, "they
are quite an outfit. What the
devil is the name of the fellow
that heads that?" He gives you
the name, Jim Brown. I am only
giving this as a hypothetical case.

"Oh, yes, he is a very nice fel¬
low. Hasn't he a brother in the

business, or is he out of the busi¬
ness now?" and on and on and on.

I am setting him up. "Yes, he did
have a brother in the business, but
he got out." He says, "They have
done a whale of a lot of business,"
then he starts talking and I start
listening. People know people—
circles within circles.

This case that I just told you

about, he was an accountant, is a
true case and I sold a $50,000 pol¬
icy. He told me of a situation, of
a stock situation they had, in the
business; I just listened to him
talk. So, I went down to see this
man, I didn't know him. I didn't
call up, but I had some informa¬
tion about this man and I wanted

to see him. Two or three weeks

later I went down and I said to
the receptionist—Mr. Brown was

the name I used—"Mr. Brown, Mr.
Redfield calling." Then I turned
away. Maybe I looked all right. I
tried to give the impression he
was waiting to see me.

So, pretty soon Mr. Brown came
out. I said, "Mr. Brown?" and
shook hands with him. I looked

right at him and talked straight
to his face. That is very im¬
portant. Don't mumble when you
are talking to anyone. These are
all so obvious, it is silly to men¬
tion it. I never use any trick ap¬

proaches. , . •

As I remember, my conversa¬
tion went something like this: Mr.
Brown, I heard a little about you
that is of interest to me. My busi¬
ness is life insurance. That is all
I handle." "There are some that

say, T know something about it.' "

! I have never said, "I know a lot,"
,.or a "little;" or "something about-
-it." J have always used the third
party. Who are they? No one
ever knows. "They" are respon¬
sible for a lot of things.
There are some that say, "I

know something about * it." I
said, "Mr. Brown, I heard of a

situation, and I want to first
check with you on it because a

thought occurs to me that might
be of interest to you." ^1 didn't
say "I happened to be passing by
and just thought I'd drop in." I
had an idea, and people are in¬
terested in ideas. : Obviously, I
looked all right;' my suit was

pressed;- my tie was all right;
and what not. So, I^was invited
in, and to tie that story up, we
did some business—$50,000 which
the corporation now owns on his
life. - \ '

• ■

'v"■:- ■/ ■
• "The More Ideas the Better"

Get people to talk. You have
got to have people with some

money, when you are looking for
situations, and you can put in
all the ideas. The more ideas you
can put into the business, the
better off you are. , ; ,

To return again to prospecting,
every once in a while people have
said to me; "Some day you should
drop in and see Joe Zilch." This
is a client saying this to me. "Don't
mention my name at all. I would
appreciate - it if you wouldn't,'?;
says he.' "Joes Zilch is head, of
the ; Zilch Manufacturing Com¬
pany and they make Zilches, and
they are doing very well. They
had a whale of a year."
This book has sold itself many

times over and has done much
for me. It might be of interest
to you just as an idea. I drew
this book up one day when I
was home with a cold and I put it
in a very fancy cover and wrapped
it up. Back in the old days you
could use the Western Union for
half a buck to have a package
delivered to you on your desk on
a given morning, and I would have
this book delivered to Joe Zilch.
There was no mention of name or
life insurance on the wrapper.
At the same time. I would mail
him a letter.
Joe Zilch would receive that

letter the same morning that the
package had arrived. The letter,
in substance was as follows:
"Dear Mr. Zilch: I am having de¬
livered to you under separate
cover a special book, and since it
is the only book of its kind in
the world I would like to have it
back. I hope you will find it of
interest." This is not word for
word. "One day shortly I will stop
around to pick it up." No one
ever threw it away, because here
it is. The book was insured for

$500. It is the only book of its
kind in the world.
It said, "Presenting the serv¬

ices of E. Benjamin Redfield."
I would call Mr. Zilch's office

on the telephone about a week
after the book had been deliv¬
ered and'say, "Is Mr. Zilch in
this morning?" "Yes, he is," or
"No, he is not." "Thank you very

much, I will be around later."
When I did return later, I would
ask for Mr. Zilch, and, "Your
name, please?" "Mr. Zilch has a

book of mine." The receptionist
or secretary doesn't know but that
I may be his next door neighbor.
She called Mr. Zilch, and Mr.
Zilch came out—and in every
single case I received congratu¬
lations.

Now, from there on, I was on

m,y own. They might say, "This
is very clever." Now, I know it is
a tricky approach. I wanted
something different—basic sales
ideas—call it what you want. It
worked.
Every single person that came

out said, "Thank you, that is the
best approach I have ever had."
From there on in it was up to
me. First, you have to create
some interest. I might say,
"Thank you very much,, and if
you are at all interested, I would
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like to sit down and discuss it
withyou.",■[ ',y
Everybody has some excuse

why they will not buy your

goods. The easy sales are not too
many. When people call up and
say, "I got $50,000 I want to in¬
vest. What shall I do with it?"
You won't get too many of those,
but r it does happen once in a

while. Everybody has some rea¬
son why they cannot do business
with you. They have to have
same reason why they are not go¬
ing to go along with you. It is up
to you to find some basic place
where your two minds can meet.
I have used expressions such as,

"Mr. Jones, if you have a good
life underwriter, who you are
satisfied with, and who is sin¬
cerely taking care of your in¬
terests, then, by all means, stay
with him." This I say very sin¬
cerely to you because I believe it.
There is plenty of room. There are

1,500 life insurance agents in this
city alone, and there is plenty of
business for all of them, because
you know that the bulk of them
•will not be doing a great volume;
and I am not trying to grab or get
every sale. The more successful
you are as individuals, the better
your industry. I have done a lot
of work in many cases where
somebody else has gotten the com¬
mission. I know that. I, like¬
wise, have closed a lot of busi¬
ness that somebody else has de¬
veloped.

t If the man says, "No," and one
of the seasons is because he has
got a good man — and I know
every '•>. life . underwriter of
any Consequence in this city—
and if I find he is with one of
the good ones, capable, sincere
ones, then, by all means, I say,
"Stay with him. He is a good
man. I respect his judgment and
the job he has done. Stay with
him."' • 1 ^ ' 1

"Give of Yourself"

That leads me to one
t other

thought, and that is, "Give of
yourself." In this business that
I am in, I like to do a lot of
things for people because ,1 like
people. I have only met ,two
stinkers in my life, and by and
large that is true. Most people are
interesting. You very rarely meet
an absolute louse. The things
that I like to do for people are

getting jobs, and so forth.
A man called me yesterday

morning and said, " I have got
some spare money. What do you
think I should do?" I said, "I
wouldn't know what to tell you."
Here I am, I know that he has
got five or ten thousand dollars
and he wants to invest it; and if
someone of you were handling in¬
vestments, then by adroit ques¬
tioning of me you could find out
who he is. Lots of people ask
me what kind of investments to
make, and I have one answer:
"If I could help you, I would be
delighted to, but I don't know
anything about that business, but
go see so and so, but go on your
own."

"Give of Yourself"

Don't ever hesitate to give of
yourself. That is an expression
you have heard. To give of your¬
self means really just what it
says, give of yourself, and give
without any thought or without
any feeling of "What can I get
back?"

I have done a great deal of
community work with the Com¬
munity Fund, Red Cross, Chil¬
dren's Hospital Medical Center,
etc., they are all interesting. If
you do it, don't do with the atti¬
tude of, "If I get on this, I can
become better known," or "what
can I get out of it," and so forth.
What you do one day will come
back to you in full good measure,
If you do it honestly.
I was interested in what Jimmy

Chirurg had to say, since I have
known him from his beginnings.
He mentioned the fact that there
is a lot of country club selling.

I have never sold a nickel's worth
on the golf course. Maybe it is
because I don?t play golf! I am

saving that for my old age. I hold
membership in three or four
clubs, and no person has ever
heard me mention or use any af¬
filiation as a means to sell life
insurance. If I and my family are

enjoying membership in a club,
I do not want anyone to say I
joined this thing because of its
benefits. You don't have to. V',

■

£ As my clientele grew, I tried to
get into as many different phases
of life underwriting as I could. I
have never specialized in any one
field. I have written pension trust
cases, deferred compensation
plans, group insurance, corpora¬
tion insurance — all kinds. It is

worthwhile, and I think you be¬
come more general if you can ap¬

ply yourself and make your ap¬
plications tp as general a field as
you can. The biggest problem is
to get in touch with people.
; Always in my business is the
pressure for new sales, and a new
sale is always. much more in¬
teresting., than .the old one.
I created a mailing piece —

"Lifelines." I started five years

ago. This is a publication that goes
but to a selected list of'about

1,500. No name ever goes on that
list unless there is a reason.

Either I know that man or

woman or I have heard something
very good about him from other
people. Ninety-nine percent of
them I have met or talked with
are clients, prospects, suspects,
and what have you., -

I try to make it as interesting as

possible. It hasmademoney forme.
You will notice that there is a

picture of myself on it. That is
now eight or nine years ago, and
there are more gray hairs. They
are periodical issues commenting
on our daily scene. This is the way
it goes out, and it has brought me
a great deal of good business. I
always get a lot of cards back,
after some client has seen it, say¬
ing, "Nice stuff; keep it up." That
is my method of trying to keep in
touch with people. Beyond that,
I use little advertising.

A Clientele Inventory

To sum up what I have said, or
not said, getting back to the sell¬
ing track, I am interested in
building clientele. I am not a unit
or package salesman. I say to you
as a client that I must grow along
with you. I want you to be con¬
fident with me. I will not do a

single thing for anyone, by way
of any work, unless they are,
first, willing to give me all their
confidential information. I will
not conduct any guessing games
with anyone. There are too many
people who are too eager and too
willing and too ready to work on
the basis that I like to operate en,
which is complete sincerity and
complete frankness, so I won't
have to go all over the place try¬
ing to get the information.
I keep an inventory of potential

sales, and I try; to open—this
is one thing that I basically watch
—I must open 10 new cases a
month. I don't know what they
are going to buy, but that indi¬
vidual is hopefully going to buy
or do business with me within the
next three months. If I do that,
then I will do a volume. I try to
keep on a schedule of $100,000 of
new business a month. In order to
do that, I have got to keep up a
daily record book. The first of
each month, I sit down with a

page — 81/2 by 11 — and I
put down all the inventory of
business that I hope to write that
month and the people that I must
see for service on situations that
have come up. People will say,
"Look, I will have a situation on
such and such in April. I want you
to get in touch with me and
check with me on this." I have
a lot of those.

That is my information sheet
for a month, and I check it off;
and I have got to open, out of
that group, 10 new cases. Unless
I am doing that job, I am falling

down on my job and no one is
responsible but me. If I am not
doing that, my production is fall¬
ing off, and production brings
commissions, and commissions are
what keeps me going.
I have to do a lot of reading

and studying, just as you do. I
am, unfortunately, behind on that.
Chirurg again made one other

point. I am all done on the so-
called selling track, if that be it.
He made the point, and I think it
was very well taken to evaluate
what points you have to sell. In
ether words, know what your
business is and see what you have
to compete against. I do not talk
life insurance as an investment,
because it is not its strongest
point. I don't think it is, but there
are certain things, and I am men¬

tioning these few things because
what we as life underwriters have
to offer, perhaps you do not have.
i : Number one —• you may not
agree with us — we have pre¬
ferred property. That I do not
think applies generally to stocks
and bonds. What do I mean by
"preferred property"? Well, I am
insured for a very substantial
amount. I also have my own per¬
sonal estate. Part of my estate is
in a trust in the event of my

death. All of my life insurance is
arranged to take care of a par-

nijrnos* In the event of

my death, it will take care of my
burial, income tax, and so forth,
ana tne balance is payable to my
wife as income, and it is all tax-
free income. You cannot apply
that to stocks and bonds. Now
these are things that we have that
you have to compete against. It
appears of course in my general
estate on my death.
Also we can rely a great deal

more on sentiment than you can. I
couldn't help but observe what
Watty said very humanly and very
genuinely when he was intro¬
duced by his son—it made a lump

in my throat because I too have a
son. I knew exactly what Watty
meant when he said, "I got a thrill
out of this, that my own son in¬
troduced me, and I looked back
20-odd years ago when he first
let out a yell and a yelp; a lot
of water has gone over the dam
ever since."

. ' *

v Yes, a lot of water has gone
over the dam. You know, Watty,
that 'during those 20-odd . years

you have probably averaged X
number of dollars a year income.
Multiply that by 20, and that is
a staggering sum of four or five
hundred thousand dollars. How
-much have you got to show for
that today? Anyone of you, col¬
lectively? If you have made five,
ten, fifteen, or twenty thousand
dollars a year, whatever it is in
this business, for the last five or
ten years, that is a lot of money.
How much have you got of that
to show today?. The answer is
almost the same in all cases. You
haven't got too much.
All right—yet I can show you

how you can .create an estate by
buying life insurance. I, have
bought, as an individual, my ulti¬
mate level which I hope to keep;
and don't ever forget this—you
may again disagree with me—but
the times of anyone becoming a
millionaire, except through un¬
usual inheritance, are long since
gone. If you and I are wage and
commission earners, we, none of
us, will probably ever be a mil¬
lionaire. ;'i

So, the thing that men say to
me, is that they are not concerned
with how much of an estate they

c^n create, but they are interested
in how much of an income they
can produce for themselves in
their old age, and how much,
when their number comes up,

they can make available, tax-free,
and liquid to their family.
Life insurance, and life insur¬

ance alone, is the only thing that
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has been yet created by the mind
of man that can provide a guar¬
antee of life income for you, usr-

ing principal and interest, which
gives us a little better break.
I sincerely and thoroughly be¬

lieve that I am • doing the best
thing I can; and if you fellows
get the same feeling toward your
own business, which can be a

great business, and which is a

great business—then the best I
can suggest for you is that you,
too* can inspire as much enjoy-<
ment in every day existence as
I have in mine.

i A .

BALTIMORE, MD.—William V.
Elder, Jr., has become associated
with Mead, Miller & Co., First:
National Bank Building, members
of the New York and Philadel-.

phia-Baltimore Stock Exchanges.-
Mr. Elder was a floor trader oil.
the Baltimore Stock Exchange for
many "years and was a former!
partner of Philip L. Poe & Corn-)
pany, and prior thereto was with!
Poe & Davies.

Intra American Co. ; ■

Being Former in NYC ,

- The Intra American Co., Ltd.,;
is being formed with offices at 60
Wall Street, New York City, to,
engage in a securities business..
Officers are- George Kaufman,'.

President and Treasurer; Hymaii

H. Zimak, Vice-President; and
Leonard Bickwit, Secretary. Mr.
Zimak was previously with Fran-,
cis I. du Pont & Co.

Robert Blahut, formerly with
Frances I. duPont & Co., will be

Manager of the Unlisted Trading
Department.^, .

DIRECTORS
•

R. C. LEFFINGWELL
Chairman "

ARTHUR M. ANDERSON
Chairman Executive Committee

GEORGE WHITNEY
. . , .President .

HENRY G. ALEXANDER
Executive Vice-President

I.C. R. ATKIN
Vice-President

RAUL C. CABOT
President State Street
Investment Corporation

BERNARD S. CARTER
President Morgan & Cic.

Incorporated

CHARLES S. CHESTON

JOHN L. COLLYER
■ President The B. F. Goodrich

■ - ;.r Company
II. P. DAVISON
Vice-President

CHARLES D. DICICEY
Vice-President

RALPH W. GALLAGHER

N. D. JAY
' *

Chairman Morgan & Cic.
Incorporated

DEVEREUX C. JOSEPHS
President New York Life

; ' ' Insurance Company

THOMAS S. LAMONT
Vice-President

G US TAVMETZMAN
President New York Central

"

. Railroad Company

IF. A. MITCHELL
Vice-President

JUNIUS S. MORGAN
Vice-President

ALFRED P. SLOAN, JR.
Chairman General Motors

Corporation

E. TAPPAN STANNARD
President Kcnneeott
Copper Corporation

. JAMES L. THOMSON
Chairman Finance

Committee Hartford Fire
Insurance Company

JOHN S. ZINSSER
Chairman Sharp & Dohmc Inc.

J. P. MORGAN & CO.
INCORPORATED /

SEW YORK

v.v.' • .V>'

Condensed Statement of Condition March 31, 1949 -

ASSETS

Cash on Hand and Due from Banks $183,213,731.85
United States Government Securities 217,63:,937.14
State and Municipal Bonds and Notes 16,986,267.92
Stock of the Federal Reserve Bank. -. 1,200,000.00
Other Bonds and Securities (including Shares

of Morgan Grenfell Co. Limited and
Morgan §' Cie. Incorporated) 12,193,375.06

Loans and Bills Purchased. 183,076,122.91
Accrued Interest, Accounts Receivable, etc...' 2,034,775.51

Banking House 3,000,000.00
Liability of Customers on Letters
of Credit and Acceptances 9,048,971.14

'$628,389,181.53

LIABILITIES _. f; . _, _ " ; ;

Deposits $535,032,561.13 \
Official Checks Outstanding 19,165,156.13 $554,197,717.26
Accounts Payable, Reserve for Taxes, etc.... 5,561,720.59
Acceptances Outstanding and Letters of
Credit Issued 9,048,971.14

Capital 20,000,000.00
Surplus 20,000,000.00
Undivided Profits.. 19,580,772.54

$628,389,181.53

United States Government securities carried at $26,869,557.06 in the above
. statement arc pledged to qualify for fiduciary powers, to secure

public monies as required by law, and for other purposes.

_ • Member Federal Reserve System 1
Member Federal Deposit Insurance Corporation

Wm. v: Elder, Jr. With
Mead, Miller & Go.
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"Watchman, What of the Night?"
(Continued from page 4)

parts from one machining or

stamping operation to another
Some 500 devices, costing' aboui
$3 million, have been approved
for installation. The company

expects eventually to move 1,000
workers from the job of handling
parts to more productive work.
It has been stated in a former

article ("The Commercial and Fi
nancial Chronicle" of Dec. 23,
1948) that our capital goods needs
have never been fully met since
1932. Now we need $70 billion
more of new plant than we have,
according to Professor Slichter.
This is borne out by the fact that
last year outlays on plant and
equipment amounted to 8.7% of
national gross product as com¬

pared with nearly 10%, in 1929
when far less was spent on re¬

placements exclusively.
It is difficult to believe that

any major industry would have
expanded plant without a sound
base of careful calculation. Be¬

sides which the 38% Federal tax
makes a substantial cut into the

present higher cost of construction
against the prewar break even

point. However housing, which
still is needed, has become a prob¬
lem on account of high" costs, yet
strange as it may seem, a few
Levitt & Sons of Long Island,
N. Y. (claims title to largest house
building industry in this country)
and Spiros G. Ponty of Los An¬
geles, Cal., have succeeded in re¬

ducing costs by going contrary to
the successful theory of American
mass production and their success

is rfeplete with contrary methods
and seemingly inconsistencies,

j • The year 1948 saw a $18 billion
construction which was more than
one-third over that of 1947. The
former year's output cannot, it is
believed, be exceeded this year

although the demand is- greater
than ever, but it is a demand that
is readily postponable until it
backs up and breaks loose from
the boom proportions which lifts
construction costs to fresh highs.
Such costs affect the shortage
which must be measured in terms
of an effective demand, which
means—what can the tenant af¬
ford to pay? Accordingly, housing
costs, effective demand and build¬
ing are all interrelated and inter¬

dependent.
i .

..

Recession? Deflation? and Stocks

All in all, most pessimistic busi¬
ness forecasters do not anticipate
a reduction in industrial output of
more than 10% by mid-year. In
that event it would still leave pro¬
duction 75% higher than the 1935-
39 average. The majority opinion
seems to favor a cut of no more

than 5%. In 1947 which was con¬

sidered an exceptionally favorable
year, the Federal Reserve Board
Industrial production index fell as
low as 176 in July, yet the index
192 high for the year, was by a
large margin the highest ever re¬
corded except over the war years
1942-45. In December '48 the Fed¬
eral Reserve Board index was 192.
For January, it was 191, for Feb¬
ruary, 189 and for March, it is
estimated it will be 188.

Price increases in all basic fac¬
tors since 1939 (money, debt, de¬
posits, wages, farm prices, etc.)
were 100% to 400% higher except
in stocks which are now only
about 20% higher. Also, dividends
generally of over 6% paid on ex¬
cellent stocks Were over twice the
yield of 2,82% on bonds of high¬
est grade, which indicates a most
unusual arid almost unprecedented
gap in cycles of prosperity. In
1929 such bonds yielded around
3.75% against 3% on stocks. The

earnings of $22 of Dow Jones av¬

erage give an eight times earning
ratio while at the low of 163.12
of the Dow Jones average in 1946
with earnings of $15.60 the ratio
was about 11 times earnings.
In 1937 the earnings of $11.50

On the Dow Jones average of 194
(high for the year) was about 17

times earnings ratio and in 1938
on annual earnings of $6 on the
Dow Jones average low of around
14, the* ratio was 15 times earn¬
ings.
Employment in middle of Jan¬

uary was estimated about 57,400,-
000 with an indicated drop of
jome 2,664,000 unemployed.
(These figures of employment are
higher than in the first three
months of 1948.) Ewan Clague,
Commissioner of The Bureau of
Labor Statistics, stated that he be¬
lieves that about 3 million unem¬

ployed would now "be a good
guess." This was the amount of
unemployed in 1929 when a sub¬
stantially lower number of men
were employed, namely 47.6 mil¬
lion instead of 57 million at latest
estimate. With the increased social

security payments, and the larger
number ofmen employed, 4,000,000
unemployed should not of itself
bring about a serious consequence
but rather afford greater stability
to labor relation in wages, to say

nothing of stimulating labor pro¬

ductivity.
Plants at double book values at

today's prices are owned by many
stockholders of common stocks at
zero cost (theoretical) since actual
net current assets in many in¬
stances are a substantial figure
over the present price of the com¬
mon stocks: Endicott Johnson;
American-Hawaiian SS.; Pullman;
Douglas Aircraft; Mergenthaler
Linotype Co.; General Cigar;
Brown & Sharpe; Schenley and
many others are in this class.
Some whose net current assets ex¬

ceed the present price of the com¬
mon from close to 100% to over

200% ought also to be mentioned:
National Federated Stores; Mack
Trucks; U. S. Leather A; White
Motors; Bates Mfg. Co.; Dixon
Crucible; Kearney & Trecker and
Schenlpy (on valuation of aged
whiskey). These relationships are
not by themselves necessarily an
attractive feature, for some corpo¬
rations need larger capital (for
inventories, etc.) while others do
not find sufficient use for their
excess capital and thus buy up
some of their outstanding common
shares like Pullman. Contrary-
wise, a seemingly deficient work¬
ing capital, as in some of the pub¬
lic utility companies, does not
necessarily signify an unfavorable
factor.

t

Gross national product of goods
and surplus in 1948 was $255 bil-
ion as against $232 billion the
previous year. Similarly, our na¬
tional income for 1948 (the total
earnings of residents of the
United States from current pro¬
duction) as reported by the Com¬
merce Department at Washington
was $224 V2 billion as against
$202V2 billion for 1947.

Accordingly, it would appear
that the stock market has not only
discounted these variances, doubts
and fears to the point of an ac¬

complished fact in degree, but had
also effected certain adjustments
of various industries of more or

ess acute deflation as before men¬

tioned.

The weighing of all the various
factors (that together make a
market in public securities) have
resulted in a judgment bearing
drastically on the market prices
of stocks which have borne the
brunt of all the unfavorable in¬
ferences. Strange to say, the price
of bonds has been immune from
sueh which should have reflected
in a lower price level these mis¬
givings. Today, we have no debt
to speak of in the stock market.
Investors do not seem disposed to
sell their securities and stock
prices are not far above the pre¬
war level.

A preliminary report of the
Senate-House Economic Commit¬
tee declared that inflation—rather
than deflation—-is still the coun¬

try's Number One problem.
The terrors of deflation seem

to have changed places with the
terrors of inflation, but still as

indicated, men in high office do
not seem to know on which horn
of the dilemma they are impaled
and each seeks to operate with
inconsistent policies. President
Truman's policy of taxation is a

deflationary measure. Control of
prices and production discourages
production and is, therefore, infla¬
tionary, a program which now
seems to be abandoned.
Leon Keyserling seemed to have

agreed with President Truman as
he stated in effect that if Presi¬

dent Truman's program is not en¬
acted we face a $800 billion de¬
pression at $10 billion a year for
the next ten years.
Mr. John D. Clark, member of

the Council of Economic Ad¬

visors, blames the government or
rather the people for he stated in
effect "The fact is that corporate
managers have not made any seri¬
ous attempt to secure equity cap¬
ital because they are unwilling to
dilute their capital structures un¬

der present market conditions."
Mr. Edwin G. Nourse, Chief

Economic Advisor to President

Truman, speaks of "disinflation"
evidently an economic hybrid be¬
tween inflation and deflation.
Sumner H. Slichter states that

President Truman is badly advised
on inflation and his advocacy of
tax increases is a major blunder.
It is no wonder that from this

lack of agreement among our high
economic pundits, that an ap¬

proach to a more normal and bal¬
anced relationship among eco¬
nomic and financial factors seems

to create fear in the hearts of the

business and financial world.

The answer to both fears is that

p ro d u c t i o n has substantially
caught up with a demand which is
huge in proportion to 1939, yet
must be considered in terms of

/volume production in view of in->
Weased costs and prices, which in¬
crease does not represent a fixed
inflation as in former postwar
periods, and, therefore, is not
subject to the same forces of de¬
flation as heretofore. For ex¬

ample, our output in 1939 dollars
was $90.4 billions in that year as

against $146.7 billions in 1948.
Recessions or depressions' come
from lack of buying demand
which in turn results from unem¬

ployment, exaggerated saving
programs through fear of that un¬
employment and hope of lower
prices.
The depressions of 1921-1933-

1938 are constantly before the
anxious investor as a precedent
and they should be educated to
the fact that they are not com¬

parable. This is because there
were then no floors or supports
under our national economy to re¬
sist a recession. Today, we have
parity supports in agriculture
unemployment insurance, social
welfare compensation, expendi¬
tures of some $20 billion for our
"cold war," some $5 billion pay¬
able on public debt, a fixed higher
cost of living and of labor and
lastly accumulations of funds by
State and Federal Government
for use in providing employment
on State and Federal highways
and building projects. In addi¬
tion, in 1941 the country's ratio
of consumers' debt to savings was
63%; today it is but 32%, indi¬
cating a very low and sound ra¬
tio. In fact, our individual sav¬
ings are now about $207 billions
—three times what it was in 1940
and 2i/2 times our entire national
income in that year.

I It is difficult to join hands with
those economic "seers" who
claim that we are on the verge
of a coming depression.

1The "deflationists" insist that
history repeats itself, but in all
these instances we went from a

bull market to a bear market—
now we are supposed to go from
a bear market of almost three
years' duration into another bear
market. To this era of prosper¬

ity, may we apply Mark Twain's

characterization: "Thereports of
my death are greatly exagger¬
ated."

Conclusion

All things can happen, but if we
enter into recession in the opin¬
ion of the writer, it will:
(1) Make history.' '

'

(2) Cause the government to
pour money in contemplated proj¬
ects or in others to be projected.
(3) Because of the> break in

commodities and in other compo¬
nents of the food index, bring
us on the road toward a more

normal cost of living.
(4) Reduce prices which should

bring in new scale buying (by
those who have been on a strike

against high prices) at lower
levels and thus reduce inventories
(not now extended in normal per¬
centage of sales) to decline as they
did by sales of last year.
(5) Remove fear of higher tax¬

ation.

(6) Abate inflation, and thus a

step toward normalcy.

(7) Make availability of steel
which will step up the production
in various fields that now are suf¬

fering from inability to obtain
adequate supply of steel and thus
offer products freely at reduced
prices.

(8) Make labor less insistent
on rise in wages and permit em¬

ployers to have a real base for
resistance to growing labor de¬
mands.

(9) Increase
labor that has

since the war.

productivity of
been declining

'

The data herein set forth and.
!the various views are put«to-/
gether in an attempt to give a pic¬
ture Of the situation which is in a-

sense confused with ,the many
conflicting forces of Presidential1
and Congressional directives/
opinions and actions. The opinion!
expressed on the course of the-
stock market, is subject to- the
hope that the economy be not.
jolted about and burdened with
political drains that interfere with:
the natural forces " that- would

bring about a normal economic
balance; this' fear has been're-!
fleeted in the bearish action of 4he
stock * market over a three-yeaf
period which has discounted in
part, , at least, the loss of confi-'
dence in; our administrative pol¬
icies. ...

i" Unless such confidence be re-',
stored, substantial improvement in.
the stock market cannot be ex¬

pected. This is an element that',
can and must be determined more ,

or less by the individual investor, ■
for it is exceedingly difficult to'
solve the inherent complex polit-'
ical problems involved in the;
question as to what extent Presi- '
dent Truman will carry through"
his announced program, which is J
inimicable to the welfare of the:
state and certainly to the stock •

market. Nevertheless from all of
foregoing it seems clear that the]
writer believes President Tru-,
man's directives will fail of their
objectives in which case the stock)
market should improve in the face
of a moderate downturn in busi¬
ness production and net earnings.'

Simple Facts oi Sonnd Money
And World Recovery

(Continued from first page)
gold or exchange their money for
gold, the relationship between real
money—gold—and the .currency
oses all identity for the great ma¬
jority of people.
For a long time now the people

have not been able to exchange
their currency for gold. In most
countries of the world, including
the United States, currency and
bank deposits, which serve effec¬
tively as currency, have been
greatly increased. This increase,
for the most part, is far in excess
of the needs of the respective
countries for money to carry on
their business transactions. Based

upon any understanding of values
prior to the war, currencies have
depreciated. It is difficult to meas¬

ure the amount of this deprecia¬
tion because there is no oppor-
unity to freely exchange currency
for gold. Moreover, in the pres¬
ent disturbed value relationships
the sporadic markets that develop
for gold in the various parts of the
world do not represent any cor¬
rect evaluation of gold as a com¬

modity or of the currencies! in
which gold is quoted. The curren¬
cies have depreciated because of
the increase in the volume of the
currencies. The increase in the
volume of these currencies is def¬

initely marked by the rise in
prices or the general decline in
purchasing power of the curren¬
cies. Another evidence of the de¬

preciation of the currency is the
fact that any gold that becomes
available in a form the public can
hold is quickly hoarded. If gold
was worth no more than currency
and currency was worth as much
as gold, in terms of purchasing
power, there would be no point in
hoarding gold. Gresham's Law is,
therefore, in operation all over the
world today, and the depreciated
currency has driven goldinto
Hoarding and hiding.
How far will this depreciation

of the currency go? Does the cur¬
rent decline in commodity prices
indicate that the dangers of infla¬
tion are passed and the value of
the currencies will rise in pur¬

chasing power until gold and cur¬

rencies will again be freely ex¬

changeable? Inflation being strict-;
ly a monetary matter—a multipli¬
cation of the currency in relation]
to gold—the rise and fall of com- "■
modity prices may be very mis-,
leading. To correct the deprecia-,
tion of the currency or the cur- "
rency inflation, it will be neces- 't
sary to remove the excess cur- f

rency....''//r :./ /.

A Temporary Decline of Prices *
.Will Not Correct an Inflation

The decline in commodity prices '
does not bring about a removal of
the excess currency and bank de- '
posits. The decline in commodity
prices may be caused by tempo- \
rary over-supplies in some coun- ;
tries. The mark-down in the for-

^

eign exchange values of the cur- '
rencies in such countries as the •

Argentine, Brazil, South Africa,;
France, and Spain, all of which ;
have recently reduced the value ;
of their currencies in relation to
the dollar, effectively reduces the;
prices of their products to buyers
with good money. Among the
many other disturbing factors
which may bring on commodity
price declines are the regulation '
of imports and exports without
allowing the freedom of prices to*
balance supply and demand. There *
is certainly no evidence available
as yet that governments, including
the most conservative govern- ;
ments, have taken the necessary
steps to . remove the excess .cur- '
rency and bank deposits and re- ;

store the value of their currencies }-■
until iree „ convertibility of cur- ;

rency into gold will bring the gold ;
out of hiding and that the prices
of commodities in gold Or cur->
rency will be the sa^e, or that.
Currencieswill be freely exchange¬
able for gold. ' : ! ' '

Our Experiences in Raising 4he :
Purchasing Power of t^e Currency -

or in Removing the Depreciation ,

' of the Currency
r In July,. 1864, it required 284 '
U. S. dollars in curreftcy to buy .

$100 in gold in the New York
market. The American greenback :

was depreciated in ter^s of pur¬

chasing power or in terms of gold
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as a result of the successive issues
of legal tender notes and the Civil
War inflation. rThe currency dol¬
lar sold for less than. 40 cents in
gold on several occasions. During
the year 1865 the currency dollar
fluctuated between# 46- and 74
cents. But.the determination to
restore the integrity of the dollar
prevailed. The greenbacks in cir¬
culation were reduced. The coun¬

try's production and business in¬
creased, and definite plans were
laid for the convertibility of the
currency dollar into gold several
years hence in 1879. 'As the years
rolled by, the currency dollar ap¬
preciated a few cents each year
until in 1879 the conversion of the
currency dollar into gold or the
so-called resumption of specie
payment brought out no demand
for gold at all. In some cities,
such, as Philadelphia, Cleveland,
Boston, and Chicago, there were
almost no requests to exchange
currency for gold.
This period after the Civil War

was different as all periods are.
Prices generally declined; the
value of money generally in¬
creased; the country's production
and trade expanded. While green¬
backs in circulation were de¬
creased other forms of currency
and bank/deposits increased. Can
this experience be repeated in the
United States and other countries?
\yhat would, we do in case of a
long protracted period of declin¬
ing prices? Declining prices have
consequences which affect peo¬
ple's psychology as .well as their
businesses. Declining prices bene¬
fit creditors and injure debtors.
Declining prices seem to have a
tendency to increase unemploy¬
ment while rising prices; espe-
dally rising prices caused by the
depreciation of the currency, have
the reverse tendency. It is always
possible to buy things and make
jobs if the money to pay the bills
can be created out of waste paper.
Unfortunately, this process can
never be stopped or reversed with¬
out the destructive processes of
deflation. And if inflation is car

ried on indefinitely, its conse¬
quences destroy all the value re¬
lationships and make every one
poor.

. Strangely enough there is no
example available where any
country has stabilized an infla¬
tion. Just what the next move
will be with respect to the vast
accumulations of inflated and de¬
preciated currencies in most coun¬
tries is a subject that should be
of the greatest concern to every¬
one'. ^ Your business, your savings
and your future welfare are al
tied up with these governmental
policies. No one but- the govern¬
ment can do anything about in¬
flation. The government has the
power and the duty to regulate
the currency, and you can be quite
sure no government on earth wil1
relinquish this valued power,

, • The present tendency toward
declining prices throughout the
world is certainly no indication of
what is going to be done about
the Inflations that are now pla¬
guing the people of almost every
country. It may turn out to be
that.-the present tendency toward
price declines is nothing more than
a considerable improvement in
production and a breakdown of
the bureaucratic regimentations or
the inflated currencies, controlled
exchanges, and controlled inter¬
national trade.

• There are few instances of a

country raising the value of its
currency once that currency has
depreciated. In recent months
many countries have lowered the
value of their currency in relation
to gold or some other currency.
Can production, the volume of
trade and a general expansion of
consumption throughout the world
absorb the present inflated cur¬
rencies and again, arrive at the
port of free markets where monies
can be exchanged for each other
measured by a common denomi¬
nator such as gold? Are managed
and regulated currencies at stated

artificial rates of exchange such
as now practiced through the In¬
ternational Fund to remain and

reduce international trade to bi¬
lateral cash-and-carry specula¬
tion? All of this seems so unre¬

alistic and imaginary that it is
amazing intelligent people toler-
ate it.

The promises of European coun¬
tries seeking American aid that
they would restore sound mone¬
tary conditions, multilateral ex¬

change, and freer markets i and
monies freely exchangeable with
gold and with each other have not
materialized. Bureaucracies have
ruled. It would be very valuable
information to know the cost of
these bureaucracies and their ad¬
ministration. Of course we can

never know how much they have
retarded trade and held back re¬

covery as a result of their re¬
straining controls. But now 19
countries receiving recovery aid
are planning to set up a super-'
control agency to centralize their
centralized controls of economic
affairs." On Feb. 15 the news came

from Paris that ERP nations were

urged to peg their currencies.
They have concluded that mone¬
tary stabilization must be reached
if recovery and self-dependence
are to be possible by 1952. In order
to carry out this stabilization of
the currencies, it is suggested that
there is to be a limitation of con¬
sumers' purchasing power. Ex¬
ports are to be increased to bal¬
ance dollar accounts. Any one
who will examine the record of
the trend of foreign trade between
the Americas and Europe during
the year 1948 will look upon this
increased restriction of consump¬
tion and urge for exports to hard
currency countries on a bilateral
basis with suspicion. Trade is not
increased by restricting consump¬
tion nor by bilateral trade be¬
tween individual countries. But
trade is increased by expanding
production and increasing the
trade between all countries and
freely using the claims in good
monies of creditors to settle the
balance with debtors. There is
danger of this limitation of con¬
sumer spending becoming forced
savings with bilateral restrictions
that is nothing short of a govern¬
ment regimentation of economic
production and trade.
Balanced budgets by each coun¬

try, unrestricted exchange rates
and prices, and multilateral ex¬
change settlements will expand
the international trade for the
whole world and enable each
country to buy what it wants
where it can buy it at the lowest
price and sell what it has -to sell
where it can get the highest price.
The United States has an unfavor¬
able balance of trade with many

countries, but a vast favorable
balance of trade with all other
countries combined. This favor¬
able balance would enable the
United States investors to make
large investments in the produc¬
tion facilities of foreign countries
if the monetary conditions of these
countries and the attitude toward

private enterprise and production
favored investors taking these
risks. These foreign investments
would, of course, balance our ac¬
counts with other countries. Un¬
less we do invest this favorable
balance due us, the debtors must
either default or ship us their gold
or find some other way of set¬
tling the balances. The balance
can be settled without government
interference or cost. All that is

required is a return to balanced
budgets by the different countries,
a restoration of confidence in their
monies and fair treatment of in¬
vestors, both domestic and for¬
eign, and free markets for prices
and exchange rates to settle dif¬
ferences and regulate the flow of
trade between countries.

The United States is not the

only country that has a favorable
balance of« trade with the rest of

the world. Canada has a favor¬

able balance of trade, and if other

countries would return to sound
monetary conditions and settle
theirrfeitis^withr Canada she would
have, .to. ff«id»ways and means of
making foreign investments to
balance her accounts with the rest
of the world. In spite of Canada's
favorable balance of trade with
the rest of the world, she has Un¬
favorable balances with 32 differ¬

ent countries. -V, ^
But in spite of these unfavor¬

able balances, Canada can pay all
her debts to foreign countries and
still have a sizable favorable bal¬
ance left when the soft currency
countries settle their payments to
Canada in money or goods accept¬
able to these countries to which
Canada owes a balance.
A repetition of these favorable

and unfavorable trade balances
between different countries could
be repeated for all of the impor¬
tant trading nations. With freely
exchangeable monies, bills of
credit can be drawn in confidence
and accepted byi each country on
all others. These balances will
cancel out, and the countries that
do not buy goods and services
from the rest of the world to off¬
set their sales will be investors
in the capital of productive enter¬
prises wherever those opportuni¬
ties are sufficiently attractive to
induce investors to take the risks.
The world does not need dol¬

lars. It needs goods—both produc¬
ers' goods and consumers' goods.
The correct ideas of the produc¬
tion and use of capital for fur¬
ther production, free markets, and
the elimination of regimentation
and control policies of bilateral
trade, bulk purchasing, import and
export quotas will do more to
restore prosperity and full em¬

ployment than all the dollars the
United States Government can

ever collect from its taxpayers
and give away.

The idea of fixing and pegging
exchange rates when the purpose
of exchange rates is to balance the
flow of trade between countries is
one of the amazing efforts of mod¬
ern bureaucratic governments in
controlling and planning to im¬
prove conditions by destroying
mem. Fixed unrealistic exchange
rates reduce trade and force upon

countries the depreciation of their
currencies. Some countries have
resorted to fixing several different
rates for their currency, depend¬
ing upon the class of transaction
involved. Everywhere fixed ex¬

change rates have resulted in
black markets and restricted op¬

portunity and production. Ex¬
change rates are both cause and
consequence of , trade balances
When exchange rates are left free
they adjust to supply and demand
and bring on their own financial
correctives. Artificial exchange
rates cannot endure without
pegged trade which sooner or
later breaks down because of the
unbalanced economic conditions it
creates.

Money and Trade a National
Problem of Each Country

The problem of a sound and de¬
pendable money is strictly a na¬
tional problem. Each country has
the responsibility to balance its
budget and maintain a money that
is universally acceptable within
the country in the exchange of
goods and as a temporary store¬
house of value for convenience
No inconvertible paper money has
ever served this purpose well for
long. A country that will adopt
sound monetary policies and es¬
tablish a currency that is as good
as gold and freely convertible into
gold will undoubtedly soon be em¬
barrassed because people in every
other country of the world will
want to send their savings to this
country. But if trading countries
will take charge of their own af¬
fairs, balance their budgets, es¬
tablish sound convertible monies,
then trade between countries will

flourish. The monies will exchange
for each other on the basis of their

common denominator gold, and

prices will again regulate supply

and demand without the help of
government bureaus which are
most efficient at upsetting price
relationships but have never been
able to control or regulate them.

Boston Investment Club
Course Starts Part II
BOSTON, MASS.—The Invest¬

ment Salesmanship Course organ¬
ized by the Boston Investment
Club in cooperation with Boston
University College of Business
Administration has just started
the second section of its 1-3-week
course. Included are lectures on

Modern Merchandising of Securi¬
ties thYough Advertising, John T.
McKenzie, Standard & Poors
Corp.; Successful Letter Writing
as an Art of Salesmanship, Albert
J. Sullivan; Importance of Hard
Work in Selling Securities,
Thomas A. Baxter, Vance Sanders
& Co.; Successful Sales Inter¬
views, C. Ellwood Kalbach, Hugh
W. Long & Co.; Successful Selling
of Special Situations at Retail,
Harold W. Danser, Moors & Cabot;
Successful Sales Planning, Wil¬
liam C. Cusack, Keystone Cus¬
todian Funds, Inc.; Salesmanship
A Profession, A. J. Wilkins,

W. L. Morgan & Co.; Successful
Selling of Special Situations at
Wholesale, Henry Otejen, McGin-
nis, Bampton & Sellger; Success¬

ful Salesmanship in a New York
Stock Exchange House, Lester S.
Spitzer, Draper, Sears & Co.;
Successful Investment Salesmahr-
ship and the Free Enterprise
System, Douglas Laird, National
Securities & Research Corpora¬
tion; Building a Successful Sales
Organization, Douglas K. Porteous,
Cohu Corporation; and a Review
Discussion.

Members of the Course Com¬
mittee are Carrol J. Hoffman,
Chairman, Draper, Sears & Co.;
Clair C. Pontius, R. L. Day & Co.;
Robert G. G e r r i s h, Whiting,
Weeks : & Stubbs; Douglas H.
Bellemore, Boston University; C.
Ellwood Kalbach, Hugh W. Long
& Co.; Harold W. Danser, Moors &
Cabot,, and Ralph B. Dibble, Mer¬
rill Lynch, Pierce, Fenner &
Beane. -

Riecke Elects
PHILADELPHIA, PA. — An¬

nouncement has been made of the

election of two new directors of

H. A. Riecke & Co., Inc., 1528
Walnut Street, at their annual
meeting held Friday, April 1.
They are Albert J. Davis and Carl
F. Lutz.. '■ ■

Reelected to the board are H. A.

Riecke, Chairman; John E. Parker
and Darrah E. Ribble.
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AsWe See It
'

1 ' f ^ ' *
• (Continued from first page)

*

hardly alarming) has doubled; consumers' prices have
moved down about 3% (with food topping the list with
a decline of 8%); things at retail (omitting such "serv¬
ices" as utility rates and other expenses of life which
move slowly) have dropped 11%; wholesale prices are

5% lower; inventories in some instances are rising more
"

rapidly than can be accounted for by the season; even
in the durable goods lines there is a softening tendency
which was conspicuous by its absence a short few
months (or even weeks) ago; and there is an evident
tendency on the part of many businesses to proceed with
more caution. -

How Could It Happen?
Now this may or may not prove serious or long con¬

tinue. There certainly has not yet appeared any convincing
basis for real pessimism about the early future. There has,
however, without doubt been a turn in the situation which
could not well have occurred, and could not threaten further
continuance had the New Deal (or Fair Deal) doctrines of
the business cycle and its control been valid. Let us again
turn to the record. First of all, what of the "purchasing
power" theory—that is the claim that depressions are the
product of lack of purchasing power? Well, the crackpots
to the contrary notwithstanding, the best measure of the
ability of the economy to buy is its current production, that
is, what is now termed "gross national product." The total
flow of funds into the hands of the public (or, what is the
same thing, the total production of all sorts of goods and
services) last summer was running at the seasonally adjusted
rate of $258 billion. Never before had it been so great.

Or take the more restricted theory of the "purchas¬
ing power" prop—namely, the notion which measures
the strength of the economy by the volume of funds
flowing into the hands of consumers, preponderantly
(so it is said) wage earners. Unfortunately, there is no

way of knowing just what the total of wages, as distinct
from salaries, is, but no one is likely to question the
fact that much the larger part, indeed the controlling
part, of the "wages and salaries" item in the national
income statistics is wages. Now last summer wages and
salaries were running at {he seasonally adjusted an¬
nual rate of $137 billion, again a figure never before
realized.

High Even in 1939 Dollars
Of course, it was being said and doubtless is still being

said that these figures are deceptive in view of the sharp
increases in prices. But—well, the record again! Unfor¬
tunately, it is not possible for most of us, from available
statistics, to make allowance for the effect of such price
changes upon gross national product. The President's Coun¬
cil of Economic Advisers, however, did so in the last pub¬
lished report submitted to the President. Their computations
show the gross output of the American economy in 1948
higher than at any time in its peacetime history, even after
making allowance for price changes! As to the purchasing
power of the masses—as measured by wages and salaries—
it stood at about $92 billion after allowances for all price
changes since January,, 1939, which is higher than any
peacetime record.

. • * ' * * '
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Another preoccupation of the Fair Deal economists,
as it was with the New Deal economists, is the income
of the farmers. Crocodile tears (of the political species)
are spilled while the welkin is being made to ring with
dire predictions as to what will happen to the economy '
unless the volume of agricultural purchasing power is
maintained. Should it be maintained, however, along
with the corresponding purchasing power of the other
elements in the masses of the people, all must be well—
or so goes the easy reasoning. Well, despite the drop in
farm prices last year, the estimates of the Washington
authorities place the income of the farmers in 1948 at
$18.2 billion. It was running last summer at the rate of
$18.1 billion after allowance for seasonal variation. If we
assume that all of this normally goes at retail for the or¬

dinary needs of individuals the economic welfare of the
farmer has never been as great in peacetime. If some ,

other and more inclusive method were devised for

making allowance for price changes, the results might
be somewhat different, but hardly enough so to be of
great signifance in this argument.

Profits and Prosperity :
And now to that silly argument so dear to the labor

leaders and to those who wish to curry political favor in
labor circles—the notion that large profits rob the individual
of purchasing power and thus the economy of-that life-
giving element of demand. Obviously, extraordinarily large

profits could have such an effect only if they did not go back
promptly into the community for some kind of goods or
services. Once more, the record. Here the situation, sta¬
tistically speaking, must be analyzed in part by indirection.
That part of profits accruing to unincorporated business
goes directly to individuals, and may be used by them just
as wages and salaries may be employed. Corporate profits
may be retained in the business, or may be paid out as
dividends. That part distributed as dividends takes its place
alongside of wages and salaries in the economy. The un¬
distributed part would directly affect current business if and
only if it is expended promptly and liberally. Probably the
best measure of the degree in which business was buying
out of its current earnings—that is, buying new facilities
and other things to enable it to produce more abundantly,
buying which put its earnings promptly back into the cur¬
rent stream of the economy—is the rate of gross private
investment. This item is the total of new construction, pur¬
chases of producers' durable equipment and additions to
inventories. All these items singly and in total were run¬

ning at record-breaking rates last summer.

Evidently an economy in which the consumer has
record purchasing power in his hands, in which business
is spending almost feverishly in plant expansion, and in
which the farmer is prospering can deteriorate—a fact
well known all along to real economists. It is time the
Fair Deal overhauled its economic philosophy.

World Confederacy
An Impossibility
(Continued from page 6)

and consuming in works of peace
the energy and ambition of a

young people; (4) the absence of
near-by enemies; (5) being blessed
with a remarkable succession of
able rulers and far-sighted states¬
men.

These things are assets never

before possessed by any other
nation.

Some Other Confederacies

There are a few other confeder¬
acies which must, at least, be
mentioned. First, the group of
German States at the close of the

Thirty Years War. That struggle
so altered the character of the old

Holy Roman Empire that it mer¬
ited the gibe of being neither holy,
nor Roman, nor an empire. The
Emperor's authority was reduced
to hardly more than the right to
preside over an assembly of the
states of an aristocratic republic.
Those states may be described as

sullen, suspicious (if not hostile)
sovereign states, united in a con¬
federation that lacked any real
cohesion or effectiveness. Napo¬
leon shattered this unhappy com¬
bination.

The Germanic Confederation

When Napoleon was gone, the
Congress of Vienna, called to¬
gether to rearrange the states of
Europe, formed, after much dis¬
cussion, the Germanic Confedera¬
tion of 39 states and free cities.
All members were to have equal
rights; all bound themselves to
keep the Act of Confederation
with strictness. Sir J. A. R. Mar¬
riott thus describes the organiza¬
tion that was created:

"Regarded as an organic consti¬
tution, the Act of 1815 possessed
almost every imaginable fault. As
a provision against external dan¬
gers it was well-nigh impotent.
Nor wras it more satisfactory as a
frame of domestic government.
The legislature consisted of the
plenipotentiaries of sovereign
states, voting in accordance with
the instructions of their respective
governments, and requiring for
their decision an unattainable

unanimity. There was no real ex¬
ecutive and the judicial authority
was devoid of sancition." (History
of Europe (1815-1923), p. 36, by
J. A. R. Marriott.)
What a striking parallel this

presents between the constitution
of the old Germanic Confedera¬

tion and that of the present United
Nations!. The plan failed to

achieve any satisfactory govern¬

ment;- forr Germany. It was

broken up by the war between
Prussia and Austria in 1866.

Central America

About 1823, the states of Central
America, Nicaragua, Honduras,
Costa Rica, Guatemala, and San
Salvador (now El Salvador)
united into one confederacy. This
made one sizable state in place of
five uncertain republics. It lasted
hardly thirteen years.

So much for the fortunes and
misfortunes of the most conspicu¬
ous confederacies in history. Of
course, there have been others.
But what has been said suffices
to give an idea of the difficul¬
ties that surround this form of

government. That there should
be such difficulties ought not to
excite surprise; for a confederacy,
or league, has the troublesome
dual task of presenting to the
world a solid front, while at the
same time preserving to the full
the rights and privileges of each
member against each other. In our
own history we have found this
problem perplexing and not infre¬
quently full of danger.

The United Nations

But what of the United Na¬
tions? In the light of the past,
what are its prospects for use¬
fulness? There is one answer that
obtrudes itself on our minds im¬

mediately: In the making of the
charter experience has "gone with
the wind." Untried theory has
been substituted for it as a pole-
star and guide, in disregard of
such troublesome things as facts.
All we can do in this article is to

point to a very few of the most
glaring faults and deficiencies.

(1) Membership: There are now
58 countries or peoples, within the
fold of the United Nations. Even

to read the names of a few is a

study of deep interest. Choose,
for example, India, Yugoslavia,
Canada, Saudi Arabia. Can we,
even in thought, construct a bond
of union that seems likely to link
together in cordial and intelligent
harmony of action the inhabi¬
tants of countries so distant geo¬

graphically, so widely separated
in race and color, so strikingly
different in religion, so far apart
in trade development, such abso¬
lute strangers to each other in do¬
mestic economy, in history, in
family life?

(2) The Security Council: This
body possesses the real power and
authority of the United Nations.
It is composed of five permanent

members, and six non-permanent

members—eleven countries in all.
What of them?

The permanent members: their
immemorial jealousies and ha¬
treds. These permanent members
are Russia, France, England,
China and ourselves.
Russia and England: The one

Muscovite, the other Anglo-Sax¬
on: they have hated each other
for a hundred and fifty years.
France and England: they have
been perennial enemies. China: A
country so torn by civil war that
it seems about to become domi-

nantly communistic, an unlooked
for and deplorable result. She can¬
not govern herself, yet has a per¬
manent place in the government
of the world. What a travesty'
The United States: A Western

alien, tolerated by her associates
only because of her wealth and

power, but totally distinct and
separate in her way of life and
thought. Each one of these pos¬
sesses that power of veto on the
actions of the others which has
been the subject of so much dis¬
cussion and controversy.
Is this Security Council a com¬

bination to which one can look
with much confidence to solve ;

problems that affect the lives and
fortunes of the world? "Do men )
gather grapes of thorns, or figs:
of thistles?"

Now if we turn to the record of -

some of the other member states
t

of the United Nations, it is equally
difficult to become enthusiastic.
Look at the following:
Afghanistan; Its area is some t

251,000 square miles (more or
less), and its population of 12,-
000,000 is composed (roughly
speaking) of two classes, or sets;
(1) the Durani, who have a tra- '

dition of belonging to the lost ten
tribes of Israel; (2) the Ghilzai,
who claim Turkish descent. In

religion, much the greater part of
the people are Moslems. In form "
the constitution is a monarchy,
with a parliament. Actually, the
government is a loose confedera¬
tion of tribes, where the authority
of the sovereign is very great.
There are no banks, no railroads,
and few navigable rivers, if any.
There is no regular budget.
Yemen: Otherwise known as

Arabia Felix. Is approximately
75,000 square miles in area with
a population of perhaps 3,500,000.
Occupies the extreme south¬
eastern corner of Arabia, touch¬
ing the straits of Bab-el-mandeb.
Is ruled by an hereditary poten¬
tate, the Imam. Until recent
years has been inaccessible to
Europeans. Has two schools or

universities. Is backward in de¬

velopment.
Colombia: Our South American

neighbor has an area of 444,000
square miles, with a population of
perhaps ten million. - She is not
far from twice the size of Texas.
A majority of her people are

mestizos, that is, a mixture of
Spanish and native Indian. Per¬
haps 15% are of European descent.
More than 40% of those past ten
years of age are illiterate. For
'seven years she has failed to bal¬
ance her budget. Recently, she
passed through a revolution
which unseated her president.

Possibilities and Questions

We do well to reflect upon
these countries, for perhaps in the
near future they may be elevated
into the "seats of the mighty,""
that is, they may become non-

permanent members of the Se¬

curity Council. Poland, - Egypt,
Mexico, Syria, the Ukrainian Re¬
public have sat there, on a foot¬
ing with England or France. How
many of us are ready to see some
decision of world-wide signifi¬
cance carried by the determining
vote of one of such countries? Is
it possible to look for either wise
or harmonious action in a legis¬
lative assembly whose members
present such wide differences in
race, in nationality, and ins
language and color, in religious
belief, and in mental capacity and
training, as well as in national
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customs, habits, traditions and
aims, as is the case with those
who sit in the halls of the United
Nations?

Important Points That Cannot
Here Be Discussed

It would be outside the limits
of this article to discuss some of
the evident ambitions and lofty-
claims of the United Nations,
especially with reference to con¬
trol of foreign trade and ex¬

change. We simply refer to the
"International Trade Organiza¬
tion," and to the extended dis¬
cussions at London in 1946, and
at Geneva in 1947, and afterward
at Havana. From these one can

guess at the extent of the plans
or wishes of those who speak for
the United Nations, involving
perhaps international cartels and
international trade agreements,
which might easily prove so many

strait-jackets. Also we simply
point to the dangerous possibili¬
ties for delay or obstruction which
are possessed by the United Na¬
tions in the formation of a union
of the Western countries of

Europe, which is one of the most
important and promising develop¬
ments of the past twelve months.
It should not be forgotten how
Austria, in 1931, was balked in
her efforts to form a customs
union with Germany. A repeti¬
tion of such a performance would
be something like a world-wide
misfortune on an enhanced scale.

There is an expression in the
preamble of the charter which ar¬
rests attention, and we make one
brief comment on it. The words
are that the people of the United
Nations wish "to employ inter¬
national machinery for the pro¬
motion of the economic and social
advancement of all peoples." The
vagueness involved in this thought
is cause for uneasiness. Does it
mean that the United Nations are

seeking for that "full employ¬
ment" which seems to have be¬
come so alluring to many in these
times? If so, then they have
joined in the search for Aladdin's
Lamp and the pot of gold at the
foot of the rainbow. We hesi¬

tate t& attribute such folly to the
organization.

i What has been said is sufficient
to indicate the weakness and dif¬
ficulties that have overhung this
form of government in the past.
It remains, however, to point out
one crowning and fatal fault in
the notion of a world federation.

The impossibility of either
loyalty or enthusiasm for such a

soulless, impalpable thing as a

world federation: It ought to be
axiomatic' that no government can
ever meet the needs of its people
unless they can feel that it is the
real representative of their best
aspirations; that it embodies their
finest ambitions. One's native
land is, and ever has been to un¬
told millions the charm, the in¬
spiration, the awakening of desire
to do and to be the very best
imaginable. Sir Walter Scott did
not exaggerate a particle when he
pronounced that stinging judg¬
ment upon the man who has never
said to himself, "this is my own,

my native land." The two things
in the world that are most worth

fighting for are home and coun¬

try; and each one has been the
subject of the manliest tributes
in both verse and prose. But
how can one ever become enthusi¬
astic over an artificial, unreal,
made-to-order combination like
the United Nations? Its members
do not form a partnership, but
resemble, rather, a meeting of the
creditors of a bankrupt — united
in purpose only in order that the
assets may be as large as possible
for division, but each one jealous
to the last degree -lest his neigh ¬

bor gain some advantage. :

Countries that have believed I

strongly in themselves have in I
times of world crisis borne the
brunt of battle and distress, andj
have done more to saving the |
world than all the leagues and
confederacies ever devised. Eng- j
land herself, set off from Europe,

by the seas, has ever shown her¬
self the true champion of Europe,
whether she was fighting Louis
XIV, Napoleon, Kaiser Wilhelm,
or Hitler. Her insularity has been
her blessing; and so with our own
America; our separateness from
Old World models has made us

the more ready and able, when
put to the test, to be the cham¬
pion of freedom and progress.
Where would Europe be today,
were it not for America?

World Government by a Single
Organization a Misconception
"I am in the habit," said Sir

William Vernon Harcourt, the
English liberal, "of judging sys¬
tems, whether of currency or
other affairs, by their results:'"'
Subjected to this test, it is plain
that a world confederacy is a fail¬
ure, a colossal failure. We have
had 30 years of it, and the results
have been most disappointing.
Since April, 1917, when we en¬
tered upon a European War which
was brought about by contro¬
versies and jealousies in which
America had had no part, a whole
generation has grown up to man¬
hood who have never known real
peace. While trying to straighten
out the affairs of every one else,
our own have fallen into alarming
confusion. We are so intent on

giving aid to others that there is
a startling danger that America
can not longer continue true to
herself. Our country is being
managed as if it were an eleemos¬
ynary or charitable institution for
all the world. Old World maxims
and practices have come in such
a flood that we have to strain
language out of its ordinary sig¬
nificance to call ourselves "the
land of the free." Taxes meet us
in every conceivable form, and of
a weight so heavy as threatens to
crush out the best incitements
within us, for ambition, economy
and thrift. There was a world of
"horse sense" in the observation
of Honorable Henry Legge, one of
England's Chancellors of the Ex¬
chequer in the 18th century, when
he said, "We ought to have done
with buying up of every man's
quarrel on the continent." The
difficulty is that the world is not
one world, as it has become fash¬
ionable to declare; but it is so di¬
vided by mountains and seas, as
well as by different races and
colors and religions, that no sin¬
gle government can properly ad¬
just itself to such varied needs.
The price we are being asked to
pay for this World Federation is
so high that no nation in the
world should pay it, lest in the ef¬
fort to care for others, that crown¬

ing disaster of all the centuries
should occur, namely that a

"government of the people, by the
people, and for the people" should
"perish from the earth."

The Path of Wisdom

Our greatest duty to ourselves
is to withdraw from such an im¬

possible, profitless, noisy, hard-
turning piece of political machin¬
ery as early as may be. We can
still extend aid to others, and in¬

deed, as a free and independent
Republic, we can do it far better
and more effectively than as onJ.y

one member of a combination
where each member distrusts and

dislikes every other separately,
and all the rest as a whole. "To

thine own self be true." "If any

provide not for his own, and spe¬

cially for those of his own house,;
he hath denied the faith, and is
worse than an infidel." (1st Tim¬

othy, 5th chapter, 8th verse.)

H. E Shaddick With

Bradley Higbie & Go.
DETROIT, MICH.—Harold E.

Shaddick has become associated

With W. F. Rutter Co.
CSpecial to The Financial Chronicle) !
BOSTON, MASS.—Vincent M.(

Cantella has become affiliated
with W. F. Rutter, Incorporated,,
19 Congress Street. Mr. Cantella
was previously with Carver & Co.'-

alii

Harold E. Shaddick

with Bradley Higbie & Co., Guar¬
dian Building, members of the
Detroit Stock Exchange. Mr.
Shaddick was formerly with
White, Noble & Co.

Texas IBA Group
Annual Convention
HOUSTON, TEX.—Formal in¬

vitations have been sent to all
members of the Investment Bank¬
ers Association of America for the
Fourteenth Annual Meeting of the
Texas Group of the Investment
Bankers Association to be held at
the new Shamrock Hotel in.
Houston on April 28 and 29. A
very complete program has been
arranged for the two day meeting.
An impressive list of speakers

is headed by Securities and Ex¬
change Commissioner Robert K.
McConnaughey. Others scheduled
to address the convention include
Hal H. Dewar, President of the
IBA; Murray Hansen, General
Counsel of the IBA; Gardiner
Symonds, President of Tennessee
Gat Transmission Cot, "and Mor¬
gan J. Davis, Vice-President of
Humble Oil & Refining Co.

The entertainment schedule is
filled with parties, golf and sight¬
seeing trips, beginning. with a
cocktail party for the early ar¬
rivals Wednesday evening, April
27. This is followed Thursday af¬
ternoon with a 20-mile boat trip
down the Houston Ship Channel,
ending with a dinner-dance at the
San Jacinto Inn located on the fa¬
mous San Jacinto Battle Grounds.
After the Friday morning busi¬
ness meeting and luncheon, the
afternoon will be free for golf,
tennis or a swim in the beautiful
Shamrock pool. A formal dinner-
dance Friday evening will com¬

plete the entertainment program.

Booker & Fay Admits
Lutich as Partner

(Special to The Financial Chronicle)

SAN FRANCISCO, CAL.—Har¬
old W. Lutich, member of the San
Francisco Stock Exchange, has
been admitted to partnership in
Hooker & Fay, 315 Montgomery
Street, San Francisco Exchange
member firm. Mr. Lutich was

formerly a partner of Sidney P.
Kahn & Co.

George M. Dolan a n d David
Monasch, Jr., have withdrawn
from partnership in Hooker &
Fay. r:

Smith, Clanton & Go.
Opens in Greensboro
GREENSBORO, N. C.—Melvin

Clanton and John C. Smith have

formed Smith, Clanton & Com¬

pany with offices in the South¬
eastern Building to engage in a

securities business. Both were for¬

merly associated with Thomas
Darst & Co.

Phila. Securities Ass'n

Committees for 1949
PHILADELPHIA, PA. — Paul

W. Bodine,. of Drexel & Co.,
President of the Philadelphia Se¬
curities Association, announced
appointment of Association Com¬
mittees for 1949-50 as follows:

Arrangements Committee: Wm.
A. Lacock, E. W. Clark & Co.,
Chairman; Franklin L. Ford, Jr.,
E. W. Clark & Co., Assistant
Chairman; Orrin V. Boop,
Schmidt, Poole & Co.; S. Oscar
Boughner, E. H. Rollins & Sons,
Inc.; Wm. C. Crowell, Girard
Trust £o.; Robert S. Detwiler,
Yarnall & Co.; Russell M. Ergood,
Jr., Stroud & Co.; Llewellyn W.
Fisher, Sheridan Bogan Paul &
Co.; Raymond E. Groff, Brown
Bros. Harriman & Co.; Thomas J.
McCann, Gerstley Sunstein & Co.;
Paul F. Miller, Carstairs & Co.;
Melvin T. Thomson, Kidder, Pea-
body & Co.; William Z. Suplee,
Suplee, Yeatman & Co.; Edmund
L. C. Swan, Hornblower & Weeks;
and Harold J. Williams, Boen-
ning & Co. V,;v
Educational Committee: Henry

Ecroyd, Provident Trust Co.,
Chairman; Harold x F. Carter,
Hornblower & Weeks; Herbert F.
Gretz, Fidelity-Philadelphia. Trust
Co.; Osborne R. Roberts, Schmidt,
Poole & Co. " 1

Membership Committee: Newlin

A. Davis, Kidder, Peabody & Co.,
Chairman; John K. Acuff, Brooke
& Co.; Robert E. Daffron, Jr., Har¬
rison & Co.; Wm. B. Ingersoll,
Stroud & Co.; Harry B. Snyder,
Yarnall & Co.

Speakers Committee: George J.
Ourbacker, Yarnall & Co., Chair¬
man; Dudley R. Atherton, Jr., F.
S. Moseley & Co.; John D. Foster,
DeHaven & Townsend, Crouter &
Bodine, and Harry B. Snyder,
Yarnall & Co.

Publicity Committee—E. How¬
ard York, 3rd, Doremus & Co.

Baruch, Nettune & Go.
Forming in New York
Baruch, Nettune & Co., Inc., is

being formed with offices at 400
Madison Avenue, New York City,
to engage in the securities busi¬
ness. Officers are Sailing P.
Baruch, President and Secretary;
Louis J. Nettune, Vice-President
and Treasurer. Mr. Baruch was

formerly with H. Hentz & Co. for
many years and prior thereto
conducted his own investment
firm. ; . V \ ' v • .

Nominated for Director *
: John Whitney of Riter & Co.,
New York City, has been nomi¬
nated for directorship of Bendix
Home Appliances, Inc. Election

be held at the annual meeting
of stockholders. . '

THE FUTURE HOLDS GREAT PROMISE:
-***'. ftrt' V '^• . ..." f. . . ;

Neither chance nor mere good
fortune has brought this nation
the finest telephone service in
the world. The service Ameri¬

cans enjoy in such abundance is
directly the product of their own
imagination, enterprise and com¬

mon sense. , <

The people of America Live put
billions of dollars of their savings into
building their telephone system. They
have learned more and more ways to
use the telephone to advantage, and
have continuously encouraged inven¬
tion and initiative to find new paths
toward new horizons.

They have made the rendering of
telephone service a public trust; at
the same time, they have given the
telephone companies, under regula¬
tion, the freedom and resources they
must have to do their job as well as
possible.
In this climate of freedom and re¬

sponsibility, the Bell System has pro¬
vided service of steadily increasing
value tp more and more people. Our
policy, often stated, is to give the best
possible service at the lowest cost con¬
sistent with financial safety and fair
treatment of employees. We are or¬

ganized as we are in order to carry
that policy out.

Sell Telephone Laboratories lead
the world in improving communica¬
tion devices and techniques.
Western Electric Company pro¬

vides the Bell operating companies
with telephone equipment of the high¬
est quality at reasonable prices, and
can always be counted on in emer¬

gencies to deliver the goods whenever
and wherever needed.
The operating telephone companies

and the parent company work to-

"

V,- • ^ v"• ArfW'&WS*?

gether so that improvements in one
place may spread quickly to others.
Because all units of the System have
the same service goals, great benefits
flow to the public.
Similarly, the financial good health

of the Bell System over a period of
many years has been to the advantage
of the public no less than the stock¬
holders and employees.

• It is equally essential and in the
public interest that telephone rates
and earnings now and jn the future
be adequate to continue to pay good
wages, protect the billions of dollars
of savings invested in the System,,
and attract the new capital needed
to meet the service opportunities and
responsibilities ahead.
There is a tremendous amount of

work to be done in the near future
and the System's technical and hu¬
man resources to do ite have never
been better. Our physical equipment
is the best in history, though still
heavily loaded,-and we have many
new and improved facilities to incor¬
porate in the plant. Employees are
competent and courteous. The long¬
standing Bell System policy ol mak¬
ing promotions from tne ranks
assures the continuing Wgor of the
organization.

•

*

With these assets, with the tradi¬
tional spirit of service to get the mes¬
sage through, and with confidence
that the American people understand
the need for maintaining on a sound
financial basis the essential public
services performed by the Bell Sys¬
tem, we look forward to providing a
service better and more valuable in
the future than at any time in the
past. We pledge our utmost efforts
to that end.

ijLrv-cr^ Qu. « L' .L.-ii.t

President

American Telephone and Telegraph Company

From the 1948 Annual Report of the
American Telephone and Telegraph Company
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We Save Too Little
(Continued from page 8)

allowances included everything
that was used up during the pe¬
riod.

Period 1941-1945

The war years, 1941-1945, were
different in many ways from the
previous 12 years. Average an¬
nual gross national product in-

"

creased from $80.8 billion in 1929-
1940 to $180.6 billion in 1941-1945,

'

an increase of 124% while gross

private domestic investment in¬
creased from $7.5 billion to $9.4
billion, an increase of only 25%.
Government expenditures for new
construction, spurred onward by
the building of new military estab¬
lishments, increased from an aver¬

age of $2.0 billion in the first
period to $5.2 billion in the second
period. Since all of the new mili¬
tary establishments could not be

- regarded as increasing the peace¬
time productive capital it was

decided to include only one-fourth
of this figure in total gross in¬
vestment for the period 1941-1945.
Total gross investment increased
from an annual average of $8.5
billion to $10.7 billion, an increase
of only 26%.
Gross private saving rose from

an annual average of $9.5 billion
in 1929-1940 to $42.2 billion in
1941-1945, a spectacular increase
of 344%. This enlargement carjie,
to a great extent, from the expan¬
sion of personal saving which
jumped from the annual average
of $2.2 billion in the first period
to $25.2 billion in the second pe¬
riod. The other substantial con¬
tribution to the rise in gross pri¬
vate saving came from the in¬
crease in undistributed corporate
profits from an average of $—1.2
billion to an average of $5.2 bil¬
lion.

In the period 1941-1945 if we

compare the average of capital
consumption allowances, $10.8 bil¬
lion, with the average, of gross
private saving. $42.2 billion, the
capital creation ' situation looks

very good indeed! • Unfortunately,
for more realism we must com¬

pare capital consumption allow¬
ances, $10.8 billion, with total
gross investment, $10.7 billion.
Accordingly, there is practical
equality between capital creation
and the need for new capital for
replacement as evidenced by cap¬
ital consumption allowances.

During the five - year period
from 1941-1945 the annual aver¬

age increase of the Federal Gov¬
ernment debt was more than $40
billion. This increase was more

than sufficient to dissipate the
$31.5 billion average annual ex¬
cess of gross private saving over
total gross investment. The in¬
creased savings served to feed the
insatiable appetite of Mars in¬
stead of increasing the productive
capital of the country.
Let us consider whether capital

consumption allowances were ade¬

quate to replace the capital used
up by the accelerated wartime
production. In the period 1929-
1940 capital consumption allow¬
ances arpounted to 9.9% of the
gross national product while in
the next period, this percentage
dropped to 6 0%., It is difficult to
bielieVe that capital consumed
during a war should amotint to a

smaller portion of th6 gross na¬
tional product than in peacetime.
If we grant that wartifti'e con¬

sumption of capital should equal
the proportion of gross national
product that was allowed for cap¬
ital consumption in peacetime the
capital "consumption allowances
lacked about $7.0 billion annually
of attaintng the adequacy stand¬
ard of the period 1929-1940.

Period 1946-1948

During the past three years our

economy has been operating prac¬

tically at full capacity. Gross na¬
tional product rose from an an¬

nual average of $180.6 billion in
1941-1945 to $231.9 billion in
1946-1948. At the same time,

gross private domestic investment
increased from an annua] average
of $9.4 billion to an annual aver¬
age of $32.1 billion. The latter
increase was mainly responsible
for the rise in total gross invest¬
ment from 5.9% of the gross na¬

tional product in 1941-1945 to
14.5% in 1946-1948. This rise in
total gross investment placed it
substantially above the 1929-1940
average of 9.5% of gross national
product. In the postwar period
gross private saving averaged
12.3% of the gross national prod¬
uct or only 2.1% less than total
gross investment. A comparison
of total gross investment with
capital consumption allowances
reveals that the former averaged
$20.4 billion more than the latter
in the period 1946-1948. This ob¬
servation leads to an optimistic
outlook concerning capital forma¬
tion. '

But capital consumption allow¬
ances have sunk to an average of
5.7% of gross national product
which compares with an average
of 9.9% in 1929-1940 and 6.0% in
1941-1945. It is incredible that

capital consumption should have
amounted to a lower percentage
of the gross national product in
1946-1948 when we were operat¬
ing at almost full capacity than
in 1929-1940 when we were pro¬

ducing far short of full capacity.
Hence, it seems that the postwar
percentage of gross nationa
product allowed to replace used-
up capital should be at least as
high as the prewar percentage.
Since price changes affect the

gross national product as well as
costs of replacing wornout and
obsolete capital an analysis of the
effect of changing prices will be
avoided here. It has become a

quite common assertion that post¬
war capital consumption allow¬
ances have not been adequate to
replace wornout and * obsolete
capital* because of rising replace¬
ment costs. The above compari¬
son between capital consumption
allowances and gross national
product supports this assertion.

If we base our conclusion with
reference to the percentage of
gross national product that should
enter capital consumption allow¬
ances on the prewar experience
we shall arrive at the figure of
$23.0 billion for necessary capital
consumption allowances in place
of the figure of $13.2 billion actu¬
ally set aside for that purpose
This change from capital con¬

sumption allowances actually set
aside to those deemed necessary

according to prewar experience
reduces the annual average excess
of total gross investment over

capital consumption allowances to
$10.6 billion for the three-year
period 1946-1943.

Evaluation

The purpose here has been to
compare the creation of produc¬
tive capital during the past 20
years with the need for such pro¬
ductive capital. The 20-year pe¬
riod has been divided into three

parts and certain observations

have been made. Now let us view
the past 20 years in the aggregate.

During the period 1929-1948
gross national product reached a

total of $2,571 billion while the
similar figure for gross private
saving was $411 billion. The
make-up of gross private saving is
worthy of attention. Of the $411
billion saved from 1929-1948

46.0% came from business in the
form of capital consumption al¬
lowances and 3.6% was subtracted
because of overvaluation of busi¬

ness inventories. The retained

earnings of corporations equaled
10.2% of gross private sayings.
Thus business accounted for 52.6%
of gross private saving directly
while personal saving contributed
45.5%. The statistical discrepancy
of 1.9% made for a small inde¬
terminate margin. It will provide
interesting results if the war

years when rationing and price
control encouraged an abnormally
high rate of personal saving are
eliminated from the discussion of
ratio of personal saving to gross
private saving. During the 15
non-war years, 1929-1940 and
1946-1948, the aggregate of gross
private saving was $200 billion
and that of personal saving was
$61 billion. Hence, personal sav¬
ing amounted to only 30.5% of
the gross private saving during
the peacetime years. It would
seem that democratic capitalism
would have a firmer basis if per¬
sonal saving bulked larger in the
total. All of our. people should
accept the responsibility of sup¬
plying capital to a greater degree
than at the present.

A comparison of the $411 bil¬
lion amount of gross private sav¬

ing with the $189 billion amount
allowed for capital consumption
during the past two decades might
lead to the belief that we have
made enormous strides in the di¬
rection of improving our .capital.
A brief review of the effect of
the war on savings (see above)
will show reason for turning to
total gross investment for pur¬
poses of comparison with capital
consumption allowances. In the
span of the past 20 years total
gross investment was $256 billion
and capital consumption allow¬
ances $189 billion, a seeming gain
of $67 billion for capital creation
over capital consumption. How¬
ever, if we adjust the understated
wartime and postwar capital con¬
sumption allowances to prewar
percentage of gross national
product the total of the adjusted
capital consumption allowances
equals $256 billion or identity
with total gross investment for
the period. From the above dis¬
cussion it appears that capital cre¬
ation was adequate to cover needs
for new capital provided that
capital consumption allowances
included everything that was used
up or wornout in the process of
production.
A figure to represent depletion

of mineral resources was one im¬
portant item not included in cap¬
ital consumption allowances. This
depletion has amounted to approx-

: THE 'BASIC DATA

Table I • ' ■

Gross National Product, Gross Private Domestic Investment, Government Expenditures
for New Construction, Gross Private Savings and its component parts. Annual. V -

averages in the United States for specified periods. :*

DISTRIBUTION OP GROSS NATIONAL PRODUCT *

(All figures in billions of dollars except percentages)
' '

—1929-1940 Inc.3— -1941-1945 Inc.— —1946-1948 Inc.-H
% G.N.P.

Gross national product
Gross private dom. inv.___
Govt. exp. hew const;_____
Total gross investment-..--
(Writer's concept)

Gross private saving
Capital consumption allow-^
ances

Aver. % G.N.P. Aver.
80.fe 100.0 180.6

7.5
•'*'

9.3 9.4

2.0 2.5 5.2

8.5 ,.10.5 ,
10.7

9.5 11.8 42.2

8.0 9.9 10.8

100.0

5.2

2.9
- 5.9

24.5

6.0

Aver.!'

231.9

32.1

- 3.1
33.6

28.5

ll2

G.N.P.

100.0

13.8

1.3

14.5

12.3

5.7

Distribution of gross private saving

-1929-1940 Inc.— -1941-1945 Inc.— -1946-1948 Inc.—

Gross pirvate saving..,
Aver. </c G.P.S. Aver. % G.P.S. Aver. % G.P.S.
9.5 100.0 42.2 100.0 28.5' • 100.0

Capital consumption all. 8.0 84.2 10.8 25.6 13.2 46.3
Undistributed corp. profits. —1.2 —12.6 5.2 12.3 10.1 35.4
Personal saving 2.2 23.2 25.2 59.7 11.9 41.7
Corporate inventory valua¬
tion adjustment .1 1.1 —1.1 —2.6 —4.4 —15.4

Statistical discrepancy V .4 4.1 2.1 5.0 —2.3 — 8.0

Source: U. S. Dept. of Commerce "Survey of Current Business-'.!

imately $115 billion during the
last 20 years.1 Now, of course, it
may seem foolish to speak of min¬
eral resources used in the same

way that we speak of capital used
because we do not expect to re¬

place the coal, oil, iron, etc., in
the ground. Although our sup¬

plies of these minerals may be
vast, we are consuming the better
and more easily extracted por¬
tions. In general, more capital
will be required to extract and
utilize future coal, oil, iron, etc,
than was required to extract and
utilize these same items in the
past. When we come to the day
when we use synthetics to a

greater degree than today more
than likely we will be forced to
supply more capital to carry on
such production. From a social
standpoint we cannot ignore the
depletion of our natural resources
for we may find ourselves in the
unenviable position of the mine
owner who consumed the income
from his mine without providing
capital for a substitute business
when all of the coal was taken
from his mine. At least, we are

fooling ourselves if We think that
we are as well off after the con¬

sumption of $115 billion worth of
minerals in a 20-year period as

we were at the beginning of the
period, unless we make a corre¬
sponding increment to our pro¬
ductive equipment.
In addition to the depletion of

our mineral resources which was

not included in capital consump¬
tion allowances there is the de¬

pletion of the fertility of the soil
on our farms. This matter is not
covered adequately by the figures
for capital consumption allow¬
ances. Without the advantage of
more research the writer hesitates
to make an estimate of this short¬
coming of capital consumption
allowances. , ,

From 1929-1948 our population
increased by approximately 22%.

IStatistical Abstract of the United
States. 1947 and 1948 estimated by the
writer. ■ ■■i. V;' • ;::V

In order to keep pace our capital
equipment should have increased
by the same proportion!
And then, what about progress?

If we are to have continued

progress tnere must be risk cap¬
ital available for new ventures in

addition to the amount necessary

for replacement. These new ven¬

tures should result in the creation
of new capital over and above tl}e
amount to maintain a fixed ration
of capital to population.
In conclusion, with regard to

the question of the adequacy of
our capital creation from 1929-
1948, it will be noted that our ne\v
capital creation merely provided
for replacement of the capital
used as included in the capital
consumption allowances, but did
not provide for anything to take
the place of the depletion of our
mineral resources and the fertil¬
ity of our farms nor did it pro¬
vide for population increase and
progress. •"

There are many who believe
that we do not need to be con¬

cerned with the problem dis¬
cussed in this paper. It is true
that if we are able to use atomic
power universally and if we are
fortunate enough to have our food
grown by means of photo-syh-
thetic cells the capital require¬
ments of the future may be much
smaller. In the meantime, it will
be much better if we take a less
optimistic view. One can imagine
a philosopher ' of the Second
Babylonian Empire pointing with
pride to the achievements of his
civilization and saying that fur¬
ther; developments would -over¬
shadow anything of the past. f At
the same time his countrymen
were more concerned with their
standard of consumption than
with maintaining the factors -that
gave them strength. And in the
interim the Medes were in the
hills living less comfortably, but
building up the sources of their
strength. There is hardly need to
point out that the Medes of today
are soelled with R. .• fN

Western Unity—Our Salvation
(Continued from page 20)

of them dwell with us today for
our future edification.
A third unmeasured sphere

opened to us as the years passed,
which, for the sake of comprehen¬
sive brevity, I will describe as
radar. This radar, with its in¬
numerable variants and possibili¬
ties has so far been the hand¬
maiden of the air, but it has also
been the enemy of the submarine,
and in alliance with the air may
well prove its exterminator.
In the first half of the twentieth

century, fanned by the crimson
wings of war, the conquest of the
air affected profoundly human af¬
fairs. It made the globe seem

much bigger to the mind and
much smaller to the body. The
human biped was able to travel
about far more quickly. This
greatly reduced the size of his
estate, while at the same time
creating an even keener sense of
its exploitable value. In the nine¬
teenth century Jules Verne wrote
"Round the World in Eighty
Days." If seemed a prodigy. Now
you can get round it in four; but
you do not see much of it qn the
way. The whole prospect and out¬
look of mankind grew immeasur¬
ably larger, and the multiplication
of ideas also proceeded at ah in¬
credible rate. This vast expansion
was unhappily ?■ not accompanied
by any noticeable advance in the
stature of man, either in his
mental faculties, or his moral
character. His brain got no better,
but it buzzed more. The scale of
events around him assumed gi¬
gantic proportions while he re¬
mained about the same size. . By
comparison therefore he actually
became much smaller. Wo no

longer had great men directing
manageable affairs. The need was
to discipline an array of gigantic
and turbulent facts. To this task

we have certainly so far proved
unequal. Science bestowed im¬
mense new powers on man and
at the same time created condi¬
tions which were largely beyond
his comprehension and still more
beyond his control. While he
nursed the illusion of growing

mastery and exulted in his new
trappings, he. became the sport
and presently the victim of tideS,
and currents, of whirlpools and
tornadoes amid which he was far
more helpless than he had been
for a long time.

.Advent of World War X ; *

Hopeful developments in many
directions were proceeding in
1914 on both sides of the Atlantip
and seemed to point to an age of
peace and plenty when suddenly
violent events broke in upon
them. For more than 40 years

there had been no major war in
Europe. Indeed since the Civil
War in the United States, there
had been no great struggle in the
West. A - spirit of adventure
stirred the minds of men and. was

by no means allayed by the gen:-
eral advance of prosperity arid
science. On the contrary, pros*--
perity meant power* and science
offered weapons. We read itt/the-
Bible "Jeshurun waxed fat aftd

wicked." For several generartibrts
Britannia had ruled the wavbs-^-{
for long periods dtr*less cost an¬
nually than that' of a^single mod¬
ern battleship. , :
History will say that this great

trust was not abused. American
testimony about the early period
of the Monroe Doctrine is upon
record. There was the suppression
of the slave trade. During Oilr
prolonged period of naval su¬

premacy undeterred by the rise ol
foreign tariffs, we Opened our

ports freely to the commerce of

i
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JLe world. Our colonial and Ori¬
ental empire, even our coastal
.ii-Uue, was nee to tne snipping of
; all tne nations on equal terms. We

- in.jio.way sougnt to obstruct the
[rise of oiner states or navies. For
nearly wnoie of the nineteerttn

- .century tne .moxiopoiy of sea
./.power m britisn nanus was a trust
discharged faithfully in tne geh-
!erai interest, but now m the iirlt
, ttecaae of tne twentietn century,
v witn new patters of warsnips,
"jiiavax nyalnes cecame acute and
fierce. Qiviiiieu governments be-
'gaix'to trunk" in ureadnougais. ft
jwoula in sacn a setting'have been
/Wy u 11 lieuit to prevent tne first
. vvoiiu war.

. , , ; , ;

•♦». There was, of course,'one way
;—cne way t^en as now—tne cre¬
mation of an international instru-
.ment, strong enougn to adjust the
-.disputes Of nations and entorce its
-decisions against • an - aggressor.
Mucn wisaom, eloquence; and

•

earnest effort was devoted to tnis
- theme in which the United States

• took the lead, but we only got as
-far . as the

. World Court at The
iHague and. improvements in the
•Geneva Convention. The im-.
pulses towards a trial of strength
;in .Europe- were the stronger.
-Germany,. demanding her "place
in the sun," was faced by a reso-,
•lute France with her military
-honor to regain. England, "in

; of 300 years, sustained the weaker
side. - France found an ally in the

; Russia of the Czars and Germany
i in the crumbling empire of the
• Hapsburgs..: The United States,
-'for. feasons which were natural
•and traditional, but no longer so
ivalid as in the past, stood alodf
and .expected to be able to watch

; as a spectator, the thrilling, .fear-
.ful drama unfold from across

'.what was then called -the broad
• Atlantic." Thes e expectations
'were not borne out by what hap¬
pened.

The Versailles Peace

After four and a half years of
vh id e o u s mechanical slaughter,
.illumjpated by infinite sacrifice,
but not relieved by strategy or
generalship, the victorious allies
.assembled at Versailles. High
•hopes and spacious opportunities
'awaited them. War stripped of
• every pretention of glamour or

romance, had been brought home
..to the masses of the peoples in
forms never before experienced
except by the defeated. To stop
•another war Was the supreme ob¬
ject and duty of the statesmenwho
met as friends and allies around
'the peace table. They made great
[errors. The doctrine of _ self¬
-determination was not the rem-

*

*edy for Europe, which needed
above all things, unity and larger
'groupings. The idea that the van-
•quifehed could pay "the expenses
•of the" victors was a destructive
'and crazy delusion. The failure
•to strangle Bolshevism at its birth
•and' to bring Russia, then pfds-
Trate, by one means Or another,
•into the general democratic sys¬
tem lies heavy upon us today.
"Nevertheless, the statesmen at
Versailles, largely at the inspira¬
tion ; of President Wilson, an

inspiration implemented effec¬
tively by British thought, created
the League of Nations. This is
.their defense before history, and
■had the League been resolutely
sustained and used, it would have
saved us all. ' • • : .

• " This was not to be. Another

■ordeal even more appalling than
the* first lay before us. Even
when so much else had failed we

could have obtained a prolonged
. peace, lasting all our lives at
least, simply by keeping Germany
.disarmed in accordance with the

.treaty, and by treating her with
Justice and magnanimity. This
.latter condition was. very nearly
achieved at Locarno in 1925, but
the failure to enforce the dis¬
armament clauses, and above all,
•to sustain the League of Nations,
both of which purposes could
easily have been accomplished, j
brought upon us the second World j

War. - 'Once again : the English-
speaking world gloriously but
narrowly emerged, bleeding ana
breathless, but United as we never
were before. 5 This unity is our

present salvation, because after all
our victories, we are now faced by
perils, both grave ana near, ana
by problems more dire than have
tever confronted Christian civili¬

zation, even in this 'twentieth
Ventury of s torm and change.
There remains however a key

of deliverance. It is the same

key which was searched for by
tnose who labored to set up the
World Court at Tne Hague in the
early years of the century. It is
the same conception as animated
President Wilson and his col¬

leagues at Versailles, namely, the
creation of a world instrument
capable at least of giving to all its
members security against aggres¬
sion. The United Nations organi¬
zation which has been erected
under the inspiring leadership ot
my great war-time friend, Pres¬
ident Roosevelt, in place of the
former League, has so far been
rent and distracted by the an-

tagonism of Soviet Russia and by
•the fundamental schism which has
opened between communism and
the rest of mankind. But we must
not despair. We must persevere,
and If the gulf continues tdwiden,
we must make sure that the cause

of freedom is defended by all the
resources of combined forethought
and superior science. Here lies
the best hope of averting a third
world Struggle and a sufe means
of coming through it without be¬
ing-enslaved or destroyed.
One of the questions which we

are debating here is defined as
•'the failure of social and political
institutions to keep pace with- ma¬
terial and t e'ehn ic a 1 change."
Scientists should never underrate
the deep-seated qualities of
human nature and how, repressed
in one direction they will cer¬
tainly break out in another. The
genus homo—if I may display my
Latin-r-is a tough creature who
has traveled here by a very long
road. His nature has been shaped
and his virtues ingrained by
manymillions of years of struggle,
fear and pain, and his spirit has,
from the earliest dawn of history,
shown itself upon occasion capa¬
ble of amounting to the sublime,
far above material conditions or
mortal terrors. He still remains
as Pope described him 200 years
ago:

"Placed on this isthmus of a mid¬
dle state

A being darkly wise and rudely;
great

Created half to rise and half tc:
fall

Great lord of all things, yet a

prey to all.
Sole judge of truth iii endless'
erfor hurled, -j>

The glory, jest and riddle of the
world."

In his introductory address, Dr.
Burchard, the Dean of Humani¬
ties, spoke with awe of "an ap¬
proaching scientific ability to
control men's thoughts with" pre¬
cision." I shall be very content if
my task in this world is done be¬
fore that happens. Laws just or
unjust may govern men's actions.
Tyrannies may restrain or regu¬
late their words. The machinery
of propaganda may pack their
minds with" falsehood and deny
them truth for many generations
of time. But the soul of man thus
held in trance or frozen in a long
night can be awakened by a
spark coming from God knows
where and in a moment the
whole structure of lies and op¬

pression is on trial for its life.
People in bondage should never
despair. Science no doubt could
if sufficiently perverted extermi-;
nate us all, but it is not in the
power of material forces in any
period which the youngest here
tonight need take into practical
account, to alter the main ele¬
ments in human nature or restrict
the infinite variety of forms in
which the soul and genius of the

human race 'c&n aftd will express
itself. v":v
How right you are in this great

institution of technical study and
achievement to keep a Dean of
Humanities and give him so com¬

manding a part to play in your
discussions! No technical knowl¬

edge can outweight knowledge of
the humanities, in the gaining of
which philosophy and history
walk hand in hand. Our inher¬
itance of well-founded, slowly
conceived codes of honor, morals
and manners, the passionate con¬
victions which so hiany hundreas
of millions share together of the
principles of freedom and jtistice,
are far more precious to as than
anything which scientific discov¬
eries could bestow. Those whose
minds are attracted or compelled
to 'rigid and symmetrical systems
of government should remember
that logic, like science, must be
the servant and not the master of
man. Human beings and human
societies are not structures that
are built or machines that are

fofged. They are plants that grow
and must be tended as such. Life
is a test and this world a place of
trial. Always the problems—or it
may be the same problem—-will
be presented to every generation
in different forms. The problems
of victory may be Cven more baf¬
fling than those of defeat. How¬
ever much the Conditions change,
the supreme question is how yre
live and grow arid bloom arid die,
and how far each life conforms
to standards which are hot wholly
related to space or time.
Here I speak not only to those

who enjoy the blessings and con¬
solation of revealed religion but
also to those who face the mys¬

teries of human destiny alone. The
flame of Christian ethics is still
our highest guide. To guard arid
cherish it is our first interest, both
spiritually and materially. The
fulfilment of spiritual duty in our

daily, life is vital'to our survival.
Only T>y bringing it1" into perfect
application can we hope to solve
for ourselves the problems of this
world and not of this world alone.

Praises U. S. Role

I cannot speak to you here to¬
night without expressing to the
United States—as I have perhaps
some right to do—the thanks of
Britain and of Europe for the
splendid part America is playing
in the world. Many nations have
risen to the summit of human af¬

fairs, but here is a great example
where new-won supremacy has
not not been used for self-aggran¬
disement but only for further
sacrifice.
Three years ago I spoke at Ful¬

ton under the auspices of Presi¬
dent Truman. Many people here
and in my own country were
startled and even shocked by what
I said. But events have vindi¬
cated and fulfilled in much detail
the warnings which I deemed it
my duty to give at that time.
Today there is a very different

climate of opinion. I am in cor¬
dial accord with much that is

being done. We have, as dominat¬
ing facts; the famous Marshall aid,
the new unity in Western Europe
and now the Atlantic pact. How
has this tremendous change in our

outlook and policy been accom¬

plished? The responsible Ministers
in all the countries concerned de¬
serve high credit. There is credit
enough for all. • In my own coun¬
try the Foreign Secretary, Mr.
Bevin, who has come here to sign
the Atlantic pact, has shown him¬
self, like many American public
men, above mere partisan inter¬
ests in dealing with these national
and world issues. No one could,
however, have brought about these
immense changes in the feeling of
the United States, Great Britain
and Europe but for the astounding
policy of the Russian Soviet Gov¬
ernment. We may well ask, "Why
have they deliberately acted so as
to unite the free world against
them?" It is certainly not because
there are not very able men among
them. Why have they done it? I
offer you my own answer to this

strange conundrum. It is because
they fear the friendship of the
West more than its hostility. They
cannot afford to allow free and

friendly intercourse to grow up
between the Vast area 'they control
and the civilization 'of the West.
The Russian people must not see
what goes on outside, and the
world must not see what goes on

inside the Soviet domain. Thirteen
men in the Kremlin, holding down
hundreds of millions of people and
aiming at the rule of the world,
feel that at all costs they must
keep up the barriers. Self-preser¬
vation, not for Russia but for
themselves, lies at the root and is
the explanation Of their sinister
and malignant policy.
In consequence of the Soviet

Conduct the delations of Commu¬
nist Russia with the other great
powers of the World are without
precedent in history. Measures
and counter-measures have been

taken on many occasions which in
any previous period could only
have meant armed conflict. The
situation has been well described

by distinguished Americans as the
"cold war." And the 'question is
askfed, "Are we Winning the cold
war?" This cannot be decided by
looking at Europe alone. We must
also look to Asia. The Worst dis¬
aster since our victory has been
the collapse of China under Com¬
munist attack and intrigue. China,
in which the United States have

always taken a high interest, com¬
prises an immense part of the
population of the world. The ab¬
sorption of China and India into
the Kremlin-controlled Commu¬

nist empire would certainly bring
measureless bloodshed and misery
to eight or nine hundred million
people.
On the dther hand, the position

in Europe has so far been suc¬
cessfully maintained. The pro¬

digious effort of the Berlin air lift
has carried us through the winter.
Time, though dearly bought, has
been gained for peace. The ef¬
ficiency of the American and
British Air Forces has been proved
and improved. Most of all, the
spectacle of the British and Amer¬
icans trying to feed the two mil¬
lion Germans in Berlin, while the
Soviet Government Was trying to
starve them, has been an object
lesson to the German people far
beyond anything that words could
convey. I trust that small and
needless provocations of German
sentiment may be avoided by the
Western powers. The revival and
union of Europe cannot be
achieved without the earnest and

freely-given aid of the German
people.
The air lift has fully justified

itself. Nevertheless fear and its
shadows brood over Western Eu¬

rope today. A month ago in Brus¬
sels I spoke to a meeting of 30,000
Belgians. I could feel at once
their friendship and their anxiety.
They have no Atlantic Ocean, no
English Channel, between them
and the Russian Communist ar¬

mored divisions. Yet they bravely
and ardently support the cause of
United Europe. I was also con¬
scious of the hope and faith which
they, like the Greek people, place
in the United States.
We are now confronted with

something quite as wicked but
in some ways more formidable
than Hitler, because Hitler had
only the Herrenvolk pride and
anti-Semitic hatred to exploit.
He had no fundamental theme.
But these thirteen men in the
Kremlin have their hierarchy and
a church of Communist adepts,
whose missionaries are in every

country as a fifth column, await¬
ing the day when they hope to be
the absolute masters of their

fellow-countrymen and pay off
old scores. They have their anti-
God religion and their Communist
doctrine of the entire subjugation
of the individual to the state.
Behind this stands the largest
army in the world, in the hands of
a government pursuing imperialist
expansion, as no Czar or Kaiser
had ever done.

I must not conceal from you the

truth as I see it. It is certain that
Europe would have been com-

munized and London under bomb-
bardment some time ago but for
the deterrent of the atomic bomb
in the hands of the United States.

War Is Not Inevitable

Another question is also asked.
Is time on our side? That is not
a question that can be answered

except within strict limits.' We
have certainly not an unlimited
period of time 'before a settle¬
ment should be achieved. The
utmost vigilance should be prac¬
ticed, but J do not think myself
that Violent or precipitate action
should be taken now. War is not
inevitable. The Germans have a

wise saying, "The trees do not
grow up to the sky." Often some¬

thing happens to turn or mitigate
the course of events. Four or five
hundred years ago Europe seemed
about to be conquered by the
Mongols. Two great battles were
fought almost on the same day
near Vienna and in Poland. In
both of these the chivalry and
armed power of Europe was com¬

pletely shattered by the Asiatic
hordes. It seemed that nothing
could avert the doom of the fa¬
mous continent from which mod¬
ern civilization and culture have
spread throughout the world. But
at the critical moment the great
Khan died. The succession was

vacant and the Mongol armies and
their leaders trooped back on
their ponies across the seven thou¬
sand miles which separated them
from their capital in order to
choose a successor. They never
returned till now. : !

We need not abandon hope or
patience! Many favorable proc¬
esses are on foot. Under the im¬

pact of communism all the free
nations are being .welded to¬
gether as they never have been
before and never could be but for
the harsh external pressure to
which they are being, subjected.
We have no hostility to the Rus¬
sian people and no desire to deny
them their legitimate rights and
security.; I hoped that Russia,
after the war, would have access,

through unfrozen waters, into
every ocean, guaranteed by the
world organization of which she
would be a leading member; that
she should have the freest access

which, indeed, she has at the pres¬
ent time, to raw materials of
every kind, and that the Russians
everywhere would be received as
brothers in the human family.
That still remains our aim and
ideal. We seek nothing from
Russia but good will and fair play.
If, however, there is to be a war
of nerves let us- make sure our

nerves are strong and are fortified
by the deepest convictions of Our
hearts. If we persevere stead¬
fastly together, and allow no ap¬

peasement or tyranny and wrong¬

doing in any form, it may not be
our nerve or the structure of our
civilization which will break and

peace may yet be preserved.
This is a hard experience in the

life of the world. After our great
victory, which we believed would
decide the struggle for freedom
for our time at least, we thought
we had deserved better of for¬
tune. But unities and associations
are being established by many
nations throughout the free world
with a speed and reality which
would not have been achieved
perhaps for generations. Of all
these unities the one most
precious to me is the fraternal
association between the British
Commonwealth of Nations and the
United States. Do not underrate
the strength of Britain. As I said
at Fulton, "Do not suppose that
half a century from now you will
not see 70 or 80 millions of Britons
spread about the world and united
in defense of our traditions, our
way of life and the world causes
which you and we espouse."
United we stand secure.

Let us then move forward to¬
gether in discharge of our mission
and our duty, fearing God and
nothing else.
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Conflicting Factors in Outlook
(Continued from page 10)

course, we must avoid double
counting. We cannot count steel
in when it is produced as steel
and again when it is "resold" as

an automobile. / <,

We can, on the other hand, add
together the amount of wages,

salaries, interest, rents, taxes and
other costs incident to the produc¬
tion and sale of these goods and
services. If we include in this
what is left over in the form of

profits, this gross national income
exactly equals our gross national
product. For any firm this is ob¬
vious. Receipts from sales of goods
and services are equal to wages,
salaries and other costs, plus
profits. What is true for one busi¬
ness is obviously true when they
are all added together.
It is clear that one thing is

necessary if business activity is to
be sustained at a certain volume.
In the aggregate those who re¬

ceive these wages and salaries and
other dollars paid out in the pro¬
duction of goods and services must
spend exactly what they take in.
What they spend becomes on the
"next round" the value of goods
and services sold. And gross na¬
tional product, as we have found,
is our most inclusive measure of
business activity.
It is, of course, unnecessary that

each single income recipient ex¬

actly spend his income. Some may
want to spent more than their
receipts; others less. All that is
necessary is that income recipients
continue to lay out for themselves
a rate of spending in the aggre¬
gate equal to their rate of receipts.
There is, however, certainly no

reason why people need to con¬
fine their spending to their in¬
comes. Weren't people told during
the war to buy bonds today to be
able to buy later the advertised
paraphernalia of the postwar para¬
dise? Those who; for some reason,
did not care to cash in bonds or

draw money out of bank deposits
found other means of pushing
spending beyond receipts readily
available. Consumer credit was a

ready supplement. Bank credit
was not difficult to obtain. Almost
everybody had the kind of bal¬
ance sheet and income statement
which, compared to prewar ex¬

perience, would make a lending
officer virtually loan-happy.
With deficits so easy to finance,

and such urgent arrears from the
war, we found ourselves in a

position where everyone was try¬
ing to spend in excess of incomes

—supplementing incomes by the
use of credit or liquid assets. We
were all trying at once to fill the
deficiencies of- automobiles, re¬
frigerators, houses, new factory
"buildings, and even university
educations.
We very quickly, however,

found out one important fact. We
cannot consume more than we

currently produce. Larger spend¬
ing meant on the "next round"
larger receipts which again meant
larger spending yet—thus the in¬
flationary spiral. Since there was

virtually no unemployed labor or
productive resources, the major
response to this continued ac¬

celeration of spending was rising
prices. This insistence on pushing
spending beyond income was the
fundamental cause of the postwar
price inflation.

Presumably, therefore, we can
usefully analyze the current soft¬
ening of prices and business activ¬
ity in a parallel manner. If persist¬
ent spending beyond receipts pro¬
duces the inflation, a tendency to
cut back spending relative to re¬

ceipts is presumably at the bottom
of the current softening of business
activity. This, we shall find, is pre¬
cisely what has been happening.
Since it is somewhat awkward

to talk in general terms about the
whole economy, we can usefully
split up the economic picture into
four pieces: consumers; invest¬
ment; foreign trade; government.
The questions fundamentally are
the same in each case. Is there

evidence that spending is begin¬
ning to soften/ Specifically, is
there evidence that spending is
softening independent of any de¬
cline in incomes? Spending will of
course decline as Incomes and re¬

ceipts decline. What starts them
on the down-grade is an initial
cutting back oi spending relative
to incomes. :?

The Four Markets

Consumers—By the latter part
of 1948 it was becoming increas¬
ingly clear that the buy-at-any-
price attitude on the part of con¬
sumers was rapidly fading. The
more urgent consumer backlogs,
except for such things as lower-
priced new cars, had been sub¬
stantially filled. Consumers were

simply not parting with their in¬
come dollars in the off-hand, if
not absolutely eager, manner of
the earlier postwar years.
There have been many pieces

of evidence. Many durable goods,
which only a few months ago, en¬
joyed suostantial waiting lists,
were selling at mark-downs. The
Christmas retail trade in many
areas was below expectations.
Even the new car waiting lists
were shrinking at a much faster
rate, than seemed possible Only a
short time ago.
The most conclusive evidence,

however, of this change in con¬
sumer demand had to do with the
amount of savings out of current
income. One of the more impor¬
tant inflationary pressures of the
postwar period was the persistent
decline in the proportion of their
incomes which consumers were

currently saving. In 1948, this de¬
cline was interrupted; in fact,
reversed. In the second quarter of
1948 consumers in the aggregate
saved 6.2% of their incomes. By
the fourth quarter they were sav¬
ing about 7.9% of their incomes.
; in the second half of 1948 con¬

sumers' disposable income was up
£8.4 billion (at an annual rate)
over the first half, of which 40%
($3.4 billion) represented in¬
creased savings rather than spend¬
ing. This was a turn-about of
considerable importance. It
seemed to signal a return to con¬
ditions where consumers again
had to be prodded and encouraged
to let go of their income dollars.

Capital Expenditures—In addi¬
tion to consumer spending, capital
expenditures also represent an

important market for current pro¬
duction. Capital expenditures rep¬
resent largely spending on new

buildings (including residential
construction), equipment, machine
-tools, and increased inventories.
With the pressing postwar re¬

quirements for expansion of ca¬

pacity, these expenditures have
been substantial in recent years.
In one sense this was all to the
good. Only by equipping ourselves
with more machines and tools and

capital generally can we raise our

productivity and standards of liv¬
ing.

Such expenditures are, how¬
ever, temporarily inflationary. In¬
comes are paid out in the pro¬
duction of factory buildings and
machinery which those who re¬

ceive the incomes do not want to
buy. In the process, therefore, this
much consumer income is all
dressed up, with no place to go.

We are, I think, coming into a
period when inflationary pres¬
sures from this source will be sub¬

stantially diminished. This is true
for two important reasons. With
the expansion plans substantially
completed, we should be in a posi¬
tion to increase materially our
total output of goods. That, after
all, is the purpose of capital ex¬
pansion programs. We are now

ready to reap the harvest of these
capital outlays which is greater
productivity.
Second, there is evidence that

capital outlays may taper off in
the period ahead. A recent "Busi¬
ness Week" study H throws con¬
siderable light on this matter. On
the basis of information submitted

by businesses, capital expendi¬
tures in 1949 will be, it is esti¬
mated, roughly $700 million be¬
low ly48, a o% decline. Only rail-
loads, electric utilities, and manu¬
facturers of transportation equip¬
ment indicated increases over

1948. Ail other branches of busi¬
ness indicated a decline. One
"echo" effect of the current soft¬

ening of business generally may
well be a further decline in pro¬

jected capital outlays.
There is yet another reason for

expecting some decline in capital
expenditures in the period ahead.
Funds are less readily available
from the money and capital mar¬
kets. The most obvious symbol or
thermometer registering these de¬
velopments is the upward drift
in interest rates (also to some de¬
gree bond yields) since the latter
part of 1947.
Comparatively modest increases

in interest rates presumably do
not deter any very substantial
volume of borrowing for capital
expenditures. On the other hand
the generally less ready avail-;
ability of funds, of which rising
interest rates are merely a reflec¬
tion, do exercise some consider¬
able restraint on borrowing*.
There is clear evidence that the

loan expansion of 1948 was com¬

paratively restrained. During the
latter half of 1948 business loans
at weekly reporting banks in¬
creased by 9.1%. This is substan¬
tially less than the 24.6% increase
during the latter-half of 1947, or
the 37.3% expansion in the latter-
half of 1946. These data clearly
suggest the conclusion that by the
latter part of last year credit was
hot being made so generally avail¬
able as during much of the post¬
war period.
Thus far we nave been talking

cxclusixely about business capital
outlays. There is one type of es¬

sentially consumer expenditures,
usually included for convenience
in these capital outlays, which
warrants particular attention. That
is housing.
The demand for new houses has,

of course, weakened. The evidence
is clear. The number of new

dwelling units started reached a

premature peak in May last year
and subsequently drifted down¬
ward. By August, the number of
"starts" fell below those of a year

earlier; and by November, 65,000
new dwelling units were started
compared with 80,000 a year
earlier. And the slight recovery in
December failed to bring the
number of new starts up to the
level of a year earlier—56,000 as
compared to 58,800 in December,
1947.

There is considerable evidence
that this is a case where a vast,
potential market remains untapped
through the inability or unwill¬
ingness of industry to restrain run¬

away prices and costs. Whether
this development can be reversed
before a serious backing away of
demand remains to be seen. It
is clearly one of the critical ques¬
tions at this juncture.
Net Export Surplus—A net ex¬

port surplus, excess of exports
over imports, is inflationary in
much the same sense that war

production is inflationary. In¬
comes are paid out but a corre¬

sponding volume of goods is not
thereby put on the shelves for

people to buy.
In early 1947 this net export

surplus was an inflationary force
of substantial proportions* aver¬

aging about $1 billion per month.
Since then it has declined persist¬
ently. By the first half of 1948 the
net export surplus was about 40%
below a year earlier, declining
still further by the latter part of
the year.

Two factors have contributed to
this closing of the gap between
exports and imports. Measures
taken by other nations to conserve

dollars, among other develop¬
ments, produced a reduction in

exports from' $20 billion in 1947

to $17 billion in 1948. Conversely
our imports rose from $8 billion
in 1947 to $10 billion in 1948, re¬
flecting the continued recovery of
production abroad and" their ef-
iorts to sell for dollars in the
United States.
The current excess of exports is,

in fact, largely financed by Mar¬
shall Plan funds. We could, there¬
fore, say the "privately, financed"
exports are now about equal to
imports, the financing of other ex¬
ports being transferred to govern¬
ment expenditures. ?

Government Receipts and Ex¬
penditures — Two developments
have combined to reduce substan¬

tially the restraint on inflation ex¬

ercised by the government sur¬

pluses. The tax reduction of last

year pared down receipts. Accel¬
erated government expenditures
have increase outlays. The result
has been a marked decline in the
cash surplus. In the first half of
1948 all units of government (Fed¬
eral, state, and local combined)
were running a combined surplus
at the annual rate of $12.1 billion;
during the second half, $2.7 billion.
These cash surpluses represent

the excess of actual cash receipts
from the public over cash'pay¬
ments to the public. A surplus is
therefore deflationary. It means
that more is being taken from in¬
comes in taxes than is being re¬
turned to incomes in the form of
expenditures.
With the tapering off of infla¬

tionary pressures by the latter
part of 1948, the reduction in the
surplus was probably on the whole
beneficial and opportune. It pro¬
vided a sustaining element at
about the appropriate time.
We could, in fact, say that we

have experienced an impressive
and, on the whole, quite admir¬
ably satisfactory experiment in
compensatory fiscal policy—none
the less expertly performed be¬
cause its authors were not in all
cases widely known for their de¬
votion to the principle of the "new
economics."

Reassuring Elements

Now I have deliberately empha¬
sized what seem to me to be some

of the fundamentally weak spots
in the current business picture.
They are, I believe, important and
real; but the present situation is
not without its reassuring ele¬
ments of impressive dimensions
A balanced picture requires that
we look at both sides.

Again it will be convenient tc
consider the four parts of the
economy separately in our con¬
sideration of these more hopeful
aspects of the current business
situation.

(1) Consumers—The most con¬
clusive evidence of the backing
away of consumers from buying
has been the rise in the' rate oi

saving. This might be caused by
a progressively greater concentra¬
tion of incomes in the hands of
the well-to-do whose propensity
"to spend is, it is often alleged,
relatively weak. Thus the incomes
of the mass consumers (who, it is
argued, do the spending) would
be repressed, and consequently
consumer spending would be in¬
adequate to maintain our current
business volume.

This is a legitimate question.
There Is every reason to think
that in a very real sense our pros¬
perity requires raising wages just
as fast as productivity increases
will possibly permit—in this sense

a high-wage economy.

Let us look at the evidence.

Corporate profits (which one

might gather are essentially the
devil's bank balance) might, of
course, be excessive. They are
large, larger than ever in history.
So, of course, is our national in¬
come. It is, however, also true
that since 1940 corporate profits
have grown more rapidly than
national income. The precise fig¬
ures are 175% for national in¬

come, 256% for corporate profits
before taxes, and 223% for cor-

i porate profits after taxes. (Since

1941, on the other hand, national
income has grown more rapidly
tnan corporate profits.)
Now tnese figures in my judg¬

ment are not very important in
an appraisal of the question. If,
however, we try to draw some

conclusions on the basis of such

figures, we can be sure they dem¬
onstrate excessive corporate prof¬
its only on the assumption that
profits were adequate in 1940. The
low volume of investment in the
years ending with 1941 strongly
suggests that corporate profits
were, in fact, inadequate in those
years. . / '
The real conclusion that emerges

from an analysis of this question
seems to be that whatever the
merits of current corporate prof¬
its, there is little evidence that

anything in these relationships
has changed sufficiently in recent
months to have a very conclusive
bearing on current business devel¬
opments. /

Nor is there evidence of any
marked shift in the general con¬

centration of incomes in favor of
the large-income recipients. Data
in the January Economic Report
of the President to Congress indi¬
cated that incomes were slightly
less concentrated in 1947 than in

1941, and substantially less so than
in 1935-36. ; ,rr;"
This is an impressive develop¬

ment. Traditionally income is rel¬
atively more concentrated, more

unequally distributed, in boom
years. Yet the data suggest that
this traditional feature of a boom
has been conspicuously absent in
the postwar years. I do not be¬
lieve; therefore, that inequality in
the distribution of income can ex¬

plain any significant part of the
current softening of business.
Another of the major reassuring

features in the consumer market

is the still very modest amount of
consumer credit outstanding rela¬
tive to consumer incomes. At the
end of 1948 consumer credit was

8.2% of consumer's incomes after

taxes, substantially below the 12%
of 1940.
It is not, in fact, realized that

debts generally are low relative
to our gross national product. By
1947, the last year for which data
are available, total public and pri¬
vate debts together were 176% of
gross national product, less than
1940s 191%. And private debts
were only 75% of gross national
product by the end of 1947, mate¬
rially below the 129% for 1940.
This is important. The vicious,

spiraling contraction arising out
of the liquidation of a top-heavy
debt structure does not seem to
be a serious current threat. This
was a particularly important fea¬
ture of the business recessions of
1921 and from 1929 to 1933.

It seems to me there are two

major, real reasons for the cur¬
rent rise in consumer savings.
Liquid asset reserves, inevitably
a once-over supplement to spend¬
ing have been exhausted or re¬
duced to a prudent minimum by
many families. And of more im¬
portance, consumer inventories of
a great many goods have simply
become filled.

(2) Investment Expenditures-
While the more pressing capital
expansion programs seem to be
approaching completion, the po¬
tential demand for capital remains
large. The combination of the de¬
pression, the war, and the increase
in our labor force has resulted in
a ratio of capital to labor still
short of traditional relationships.
Unless profit prospects become too
jaded, the incentive to continue
a substantial volume of capital
outlays in the period ahead should
remain strong.

Preliminary evidence on busi¬
ness plans for capital outlays in
1949 is encouraging. According to
the "Business Week" survey,
American business plans to spend
$14.1 billion on new plants and
equipment in the current ■ year.
This is down only moderately
from the estimated $14.9 billion
-i \-\ 1 010 Iiri-illrt 4- ncn v\lnrve* i*nov?
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be curtailed somewhat, as a result
of this present softening of busi¬
ness, there is little evidence yet of
an impending collapse of capital
outlays. ..

The tightening money and capi¬
tal markets do not appear to be a
cause for alarm. Funds are still
available in substantial volume,
and by prewar standards on easy
terms. It would, of course, be all
to the good if the apparently
widespread aversion to investing |
in common stocks could be dis¬

pelled. Even so no general short¬
age of funds seems probable, and
much more could be done to ease

matters through monetary policy
if that should prove desirable.
As for residential construction,

the issues are clear. A large
potential market still remains.
Whether the construction industry
can organize itself on a lower-
cost basis to tap this market re¬
mains to be seen. The alternative

seems to be bailing out the situa¬
tion through government subsidies
and housing programs—or declin¬
ing activity in ttftt crucial indus-
try. . .. V';, ... -

J (3) Foreign Trade—There seems
to be little probability of a pre¬

cipitate collapse in our export
market. It is true that there has
occurred some decline in our ex¬

ports since the peak in May, 1947.
This decline could have developed
into a very sharp contraction as
dollar reserves were exhausted.
At that point the European Re¬

covery Program entered the pic¬
ture. While by no means its major
purpose, the ERP does materially
reduce the possibility of some sort
of collapse of our export market,
which might touch off or reinforce
a domestic collapse.
The European Recovery Pro¬

gram's major significance for do¬
mestic business activity is pre¬

cisely that it minimizes the pos¬

sibility of a sudden jarring con¬
traction of our export market.
These conclusions assume some

importance when one recalls the
important role which the collapse
of our foreign trade played in the
1920-21 recession.
It may be worthwhile paren¬

thetically to point out that the Eu¬
ropean Recovery Program is not
sustaining an abnormally large
volume of exports; in fact exports
in 1948 were just over 5% of our
gross national product, as was the
case in 1929.

(4) Government Receipts and
Expenditures—It seems clear that

government activities are rapidly
shifting from restraining the boom
to sustaining or supporting busi¬
ness activity.
The tax reduction in May, to¬

gether with some increase in ex¬

penditures, reduced the Govern¬
ment cash surplus to an average
of $2.8 billion by the second half
of 1948, as compared with $12.0
billion during the first half. In this
way the heavy restraint on pri¬
vate spending exercised by the
large cash surplus was partially
relaxed at approximately the time
that private demand was begin¬
ning to draw back.

< Managed properly, the taxation-
and-spending operations of the
Government can contribute sub¬

stantially toward sustaining busi¬
ness activity in the period ahead.
Our whole tax structure, of

course, is greatly in need of a
careful examination to see what
modifications might be made to¬
ward minimizing its repressive
effects on business activity.

Certainly this is not the time
for increasing taxes; the effect
could scarcely be other than ac¬

celerating deflationary develop¬
ments.

More can be done with expendi¬
tures. We are badly in need of
substantial outlays for such proj¬
ects as extending and enlarging
water and sewer systems, repair¬
ing and rebuilding streets, provid¬
ing newly developed residential
areas with full-fledged municipal
services. Substantial outlays are
needed to bring our road systems
up to standards required by -the

speed and volume of automobile
traffic.

These are not in any sense made-
work, leaf-raking projects. In
many cases it has been an open

question whether some of them
could be delayed until some taper¬
ing off of general business activity
occurred. Estimates of seriously
needed public works outlays (Fed¬
eral, State and local) have run up
to as high as $100 billion. It would
be in accord with our best inter¬
ests to start in on these backlogs
as soon as the more pressing pri¬
vate backlogs have been melted
down.

Where then do we come out in
this appraisal of our economic
prospects? Does it mean merely a

hesitation, a temporary interrup¬
tion of the postwar boom? Are we
in for a genuine levelling out of
business activity? Is the current
softening a prelude to a collapse
of business activity of the 1921 or
1933 variety? )
These are hard and pressing

questions. We can do no more than
attempt a provisional appraisal of
the answers. As any businessman
knows,- however, we may not feel
very confident about our forecast¬
ing powers, but neither can we
avoid forming some sort of judg¬
ment of what the future holds in
store. Too many business and
public policy decisions depend on
some such judgment.

We are currently being bom¬
barded with a generous volume of
reassurances that nothing much is
really the matter. We are experi¬
encing another of those hesitations
before the resumption of inflation.
The economy is just sort of paus¬
ing while shifting gears. It must
be admitted that some impressive
reasons are cited to prove that
nothing is really happening. We
have, in fact, considered here
quite a few of them.
My own feeling is, however, that

the current tapering off of busi¬
ness activity is more than just a
skin rash, a superficial* surface
adjustment, a burp. It is a "real"
economic readjustment. It repre¬
sents the transition to an economy
based essentially on current de¬
mand alone from one based on

current demand plus wartime
shortages. It is by no means clear
that we have learned all the nec¬

essary lessons to effect painlessly
and effortlessly that kind of shift.
How serious the present decline is
will become more evident when
we can guage the strength of the
seasonal upturn of business in the
spring. In any event now is not
the time for complacency; and it
is a period when mistakes in pol¬
icy carry relatively heavy penal¬
ties.
We could be in for a bad time of

it. My own view is, however, that
any very serious collapse can be
avoided with the exercise of a

modest degree of prudence and
judgment in business and economic
policy. Much depends, in other
words, on how we handle our¬
selves from here on out.

Can we be more precise about
what can be done in order to avoid
or minimize more serious trouble?
I believe we can.

(1) More intensive, hard-hitting
selling is again becoming essential.
In some cases it is a rusty art, in
need of some polishing. By and
large the mere order-taker will
not be excessively busy in the
months ahead.

(2) Tax increases are not in ac¬

cord with our interests at this
time. Such a further restraint on
a volume of demand already show¬
ing signs of shrinking does not
make much sense. Now is the time
also for some of those public
works projects badly needed but
thus far postponed because of the
heavy private spending and infla¬
tion.

(3) It is essential that we avoid
allowing our present case of jit¬
ters to degenerate into panic. I do
not believe that will happen.
While "psychology" is admittedly
an important part of the business
situation, the economy is in funda¬

mentally too, sound condition for
a serious collapse to be a good bet
at this time. Some industries will,
of course, be hit harder than
others, and it will be cold comfort
for them to know theirs is not a

typical case. . . -

(4) Much can be done through
prompt price reduction as im¬
proved productivity lowers costs.
There is reason, I think, to expect
considerable room here for en¬

couraging demand in the period
ahead. Some greater slack in the
labor force permits more efficient
scheduling of production. Our huge
postwar capital expansion pro¬
grams should begin to turn in a
harvest of enlarged output. Even
steel capacity, one of our more

obvious bottlenecks, was increased
h}' 2 million tons last year, with
a slightly larger increase sched¬
uled for this year. Translated into
refrigerators or even automobiles
it is a substantial expansion.
On this matter of increased pro¬

ductivity, our experience after the
last war is instructive. ' In the
decade following World War I,
output-per-man-hour in manufac¬
turing increased by a little over
5% per year. In the early part of
the decade (1919-1923) following
World War I there was a rapid
spurt in productivity. It increased
at an average rate of 8.7% per
year in those years, substantially
larger than the 5% per year aver¬
age for the entire decade.

Should something like this oc¬
cur again this time, considerable
room will be provided for en¬

couraging demand through a com¬
bination of price reductions and
increased wages.

We must, I believe, be prepared
for this type of development in
the period ahead. While it does
not absolutely follow that failure

High-Grade Bom
Continued

in insurance premium payments
and savings bank deposits, two
of the prime sources of long-term
or capital goods money.
The combined effect on the

money market, as reflected by the
price of high-grade bonds, was
adverse. The 1947-48 flood of

corporate and municipal bond is¬
sues met with increasing disfavor,
necessitating higher and higher
interest coupons, which in turn
made outstanding bonds with
lower coupons (issued in 1946 and
earlier) less attractive pricewise.
It was not until the underlying
basic relationship between the de¬
mand and supply pressures con¬

trolling capital goods money be¬
gan to resume its prewar pattern
during the final quarter of 1948
that the unfavorable price trend
was reversed.

This reversal, while in some de¬
gree influenced by the results of
the Presidential election, took
place simultaneously with the
passing of the peak in the postwar
business boom which occurred in

mid-September. It is this latter
factor, therefore, to which the
fundamental character of the re¬

versal can be assigned. Coinci-
dentally, the rate of personal sav¬
ings- rose, a development that
found swift reflection in increased
insurance premium payments and
savings bank deposits, already
noted as the two most important
suppliers of capital goods money.
When these funds suddenly went
into the money market seeking
profitable employment, the rela¬
tively small supply of new capital
high-grade bond issues proved in¬
sufficient to meet demand. As a

consequence, prices of outstanding
bonds advanced to an extent that
attests to the fundamental char¬
acter and durability of the re¬
newed uptrend in long-term high-
grade "bond prices.

Approx.
Mkt.

Security— . Price
N. Y. State 2V2s, 1971 - 114
Standard Oil 2%s, 1971 95
American Can 7% cum. pref 175
du Pont common 184

to pass along, the^ fruits of in¬
creased productivity in higher
wages or lower prices means in¬
adequate demand, the weight of
experience suggests that such an

impasse is more readily avoided
thereby.
I do not want to create the im¬

pression that with this modest
program, or any other, we can

"splve" the problem of a threaten¬
ing business recession. While
much progress has been made, we
simply do not yet know enough
about business fluctuations to be

sure of our ability to prevent
them. Nor can we be very confi¬
dent that we have developed the
necessary social and political dis¬
cipline.
I do think, however, that this is

a time to rely largely on modest
measures. A few have been sug¬

gested here. If the general busi¬
ness situation is fundamentally
sound, and I think it is, little more
will be needed. In this way more
drastic measures, always more dif¬
ficult to reverse, can be reserved
for clearly more critical situations.

* $ ■

•' After a period of easy, fluffy
profits and incomes and jobs, we
shall * probably ; feel -somewhat
more hard-pressed than we actu¬
ally are. Rising prices and. pent-up
demand can no longer be relied
upon to bail out bad decisions,
incompetent management, and in¬
adequate productivity. On the
other hand, the net result of our
all digging a bit harder can be
an enlarged flow of goods and
services, and thereby the possi¬
bility of further increases in our
standards of living.
Without that comfortable back¬

log of orders, we may temporarily
feel slightly naked. But that, after
all, is an important part of re-

crowning the consumer king.

s: A Bull Maiket
h'. > V ■W"' '■ '-A- •' 7
rom page 2)

In addition to the more funda¬
mental considerations previously
discussed, municipal bonds, due to
the tax-exempt feature that dis¬
tinguishes them from other high-
grades, have been given an added
upward impetus. The results of
the recent election, as well as the
course of economic events, imply
that the secular trend toward

higher taxes (now 30% of the na¬
tional income vs. 6% in 1916)
will, after the brief respite
granted in 1948, soon be resumed.
Apart from qualifying as a prime
form of credit, the demand for
which we believe will exceed the

supply for some time to come,

high-grade municipal bonds, by
virtue of their ability to insulate
the investor against present and
future taxes, provide an outstand¬
ing medium for investment.
In this connection, the extent to

which personal income taxes may
become determinative of invest¬
ment policy is illustrated by the
accompanying example which as¬
sumes a 50% tax bracket applied
to the income from various securi¬

ties, each the highest quality in
its own category.

It should be noted that individ¬
uals in the upper tax brackets,
such as those assumed above, have
only one incentive and one justi¬
fication for owning speculative
securities— the opportunity for
capital appreciation. Unless the
present period offers such an op¬

portunity, current high dividend
income is illusory in that the net
return falls considerably short of
compensating for the risk of
principal depreciation. This is
graphically demonstrated by com¬
paring the current yield for all
four securities after taxes. The

slight difference between the
after-tax return on the common

stock and that on the municipal
bond underlines the illusory na-

Yields (Before Tax) Yields (After Tax)
to to

Maturity Current Maturity Current
1.75% 2.19% 3.75% 2.19%
2.40 2.51'- A 1.20 1.26

4.00
. * 2.00

5.30 — 2.65

ture of large dividends from equi¬
ties for those in the upper income-
brackets.

,No group of fixed-income se¬
curities has a prompt payment
record comparable to municipals
with the exception of Federal
Governments. While defaults on

corporate obligations were taken
as a matter of course in periods
of extreme crisis, the rarity of a

municipal deliquency is not very
widely appreciated. In those few
instances of default, the municipal
bond owner as a rule eventually
received full payment on his
claim. Relatively few corporate
bondholders with delinquent obli¬
gations were treated as well by
the obligors.
The price history of municipal

bonds emphasizes their stability.
Taking certain critical periods as

examples of how tax-exempt is¬
sues perform under heavy stress
demonstrates the point. From the
high of 1920 to the low of 1921,
the average price decline
for 20-year maturities amounted
to less than 10%. From the
best price in 1929 to the worst;
in 1932, the total drop did not,
exceed 15%. Even the extreme
financial emergency associated
with the bank closings of early
1933 could not depress prices more
than 5% additional—and that for
less than a month. Incidentally,
from December, 1929, after the
stock market crash, to mid-1931,
municipal bond values gained al¬
most 9%. It was not until the
deflation reached its extreme
credit crisis stage in late 1931 and
early 1932 that any noticeable
price weakness occurred in tax-
exempt obligations.
From 1934 to 1946, prices rose-

consistently with only a few minor
interruptions as the secular down¬
trend in interest rates was re¬

sumed. This trend was acceler¬
ated by steady additions to the
supply of money at a time when
there was insufficient capital
plant expansion- to draw it off.
Consequently, values of all high-
grade bonds by early 1946
mounted to record peaks as banks,
insurance companies, and wealthy
individuals bid up outstanding is¬
sues, especially municipals since
the tax-exempt feature grdw more
attractive to those with large tax¬
able incomes. By mid-1946, the
Federal Government inaugurated
its debt reduction program which
immediately contracted the money

supply. As the 'great postwar
plant expansion and record in¬
ventory building progressed, the
money supply ceased to expand,
forcing prices of high-grade bonds,
including municipals, downward
(interest rates upward). The
absolute lows since early 1946
were registered in early 1948 and
were again approximated in the
fall of that year coincidental with
the peak in the postwar boom.
With evidence of the passing of
that peak now unmistakable, mu¬
nicipal bond prices have risen
sharply since November, 1948.

* ' , ' ' ' i

Conclusions *

Based on an objective analysis
of the fundamenetal factors af¬

fecting the money market, a
reasonable conclusion would be

that the 30-year upward trend of
long-term high-grade bond prices,
temporarily interrupted by the
exigencies of the 1946-48 business
boom, has now been resumed.
While the market for high-grade
bonds will continue to be suscep¬
tible to periods of sudden weak¬
ness, such as occurred in 1929,
1937 and 1939, it quickly recovers
and usually reemphasizes the up¬
ward trend within a few weeks or
months. Accordingly, it may be
anticipated that excepting for
minor setbacks, high-grade bond
priceswill continue to rise steadily
for an indeterminate number of

years. Of the various types of
high-grade credits, top - quality
municipal bonds, because of their
tax sheltering characteristics, will
probably be the greatest bene¬
ficiaries of the reaffirmed upward
movement.
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Tomorrow's

Markets

Walter Whyte
Says—
= By WALTER WHYTE=

Dullness and irregularity ex¬

pected to continue for some

time. Individual stocks show
desire to break away from
trend.

There was increased vol¬
ume all last week—a natural

accompaniment to the new

margins—a fact that brought
relieved smiles to the broker¬

age fraternity. But though
volume was up, the trend con¬
tinued lackadaisical.

* # *

I have no intention of harp¬
ing on the new margins ex¬

cept to point out that their
reduction isn't going to bring
in any new or substantial
buying. That sort of thing
comes from profit expectancy,
not easier credit. One thing
that might further increase
trading would be a lifting in
the six-month holding law.
Even that, however, doesn't
mean stocks would go up.
Stocks go up today for just
one reason; the companies be¬
hind them have good things
ahead. So long as there is
anybody with enough mpney
to take advantage of such a

condition; buys the stock and
such buying is reflected on
the tape, the price trend wiU
be up. If the good things, are
not expected, the stock will
just kick around and tire out
both watchers and holders.

ft. * *
, -,-v

Last week I wrote here that

eventually I expected,: the
Dow averages to, get up to
somewhere in the 195 range.
I qualified that by explaining
I expected stocks to find a

temporary ceiling around the
180 level where they might
flounder around for as long as
a month. There is no change
in that opinion.
*

* - * *

What will make stocks go up
is a moot question. My feeling
is it will be a combination of

things, none of. which will be
clear cut exceot in retrospect.
Basically, I think the continu¬
ation of a war economy—the

Marshall Plan with its huge
export potential, will be be-
hind it all. A general realiza¬
tion of what this would mean

marketwise, will, I think,
bring out enough buyers to
make the move from about
180 to 195 an actuality.

if * if

Last week this column add¬
ed two stocks to the purchase
list: Cooper Bessemer, 21V2-
28M>, and Dresser 271/£-281/£.
The former sold down as low
as 27V2 while the latter be¬

came available at 21V2. You

still hold Bristol Myers at 31.
It's now about 33.

But because these stocks

are acting well is no reason

to neglect their stops. Cooper
Bessemer has a stop at 26;

Bristol Myers, 29, and Dres¬
ser's stop remains at 18.
For the next week or so the

indications are well be in a

dull market spotlighted here
and there by individual stocks
making independent moves.
On the other side of the pic¬
ture, there will be stocks
whose independence will take
the form of declines. If you
hold the right stocks dullness,
though annoying and tiring,
will be your major irritant.
Based on recent and current

action, I think the above three
stocks come in the latter class.

More next Thursday.
' —V/alter Whyte

[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.J

been serious talk about the possi- J ure to .make adequate provision

Blyth & Go. Offers 1,000,000 Common Shs. of
Ohio Public Service Go-Priced al $96 Per Sh.

Blyth & Co., Inc. heads an investment banking group which
offered publicly April 6 1,000,000 shares of common stock, $7.50 par

value, of The Ohio Public Service Co. at a price of $16 per share.
The stock was awarded at competitive sale April 5 on the group's

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher & Co.
Members^

New Yor,k Stock Exchange
Neto York Curb Exchange (Associate)

San f'rancjscn stock Exchange
Chicago Board oj Trade

14 Wall Street New York 5, N. Y.

COrtlaniJt, 7-4150 Teletype NY 1-928
Private Wires to Princtpal Offices

San, Francis/-o—Sa-.ta Barbara

Monterey—'Oakland—Sacramento
J-Yesnc—Santa Rosa

winning bid of $15.03 per share.
The 1,000,000 shares of common

stock consist of 361,840 new shares
issued by the company and 638,-
160 shares sold by Cities Service
Company. Proceeds from the sale
of the 361,840 shares plus the pro¬
ceeds from the contemplated sale
of first mortgage bonds, will fi¬
nance a construction program and
retire a $3,000,000 bank loan pre¬
viously incurred for construction
purposes. The company plans to
spend approximately $26,000,000
on construction through 1949 and
1950, of which the chief item is
the,; completion of an additional
90,000 kw generating, tihit. No
part of the proceeds of the 638,-
1.60 shares is to, be received by
The Ohio Public Service Com¬
pany.

The company produces and sells
electricity wholly within Ohio,
serving 57, communities in a ter¬
ritory with an estimated; popula¬
tion, of 526,000. For the year ended
Dec. 31, 1948 the company re¬

ported gross operating revenues
of $29,786,692 with net income of
$5,975,326.
Dividends of varying amounts

have been paid on the common

stock in each year since 1922. The
current dividend is at the rate of
$1.12 annually.

Giving effect to the sale of
these common shares and the

proposed sale of $10,000,000 of
first mortgage bonds, the company
will have outstanding $59,500,000
of funded debt; 156,300 shares of
cumulative preferred stock, par

value $1QQ; and* 3,000,000 shares of
common stock, par value $7.50.

bility of a return to, theruse of
market prices in appraising bank
assets. For the most part this has
been in the off-the-record. discus¬

sions, although on one occasion a

supervisory agency has seen fit
to take official notice of this pos¬

sibility. In its 1943 Annual, Re¬
port the Federal Deposit Insur¬
ance Corporation suggested that
it might be "desirable for Con¬
gress by affirmative legislation to
require the Federal bank super¬

visory agencies when they ex¬
amine banks to evaluate interest-

bearing obligations of the United
States Government at the lower of.
book or. amortized cost."' The im¬

plication of such a statement is
clear, for surely there is much
more likelihood of a return to

market on "other securities" than
there is on governments. Even a

remote possibility of a return to
the use of market quotations (and
apparently Leo T. Crowley, then

for the concentration of losses* 1

(3) Definite provision should
be made for carrying bank build-L
ings at cost less accrued deprecia¬
tion. There is no reason why thd
investment in a bank building
should be singled out for adverse
criticism. A building which
beyond the needs of the bank, will
reduce profits imthe sameYway as;
a top-heavy salary account'"or any*4
other unreasonable expenditure,*
and should be handled in the ,

same manner. ■ /V;'-.'/ •

The Reserve Rlaii Should Re i\
Realistic

Even at the expense of belabor¬
ing the obvious it seems worth¬
while to point out that the, ac-

%

ceptance of a going concern con¬

cept, or any other accounting,
theory for that matter, will not in
itself rehabilitate a bank or cor-'

rect • managerial* mistakes.' 'No'
matter what theory is followed."--

Chairman of the Board of the aji expenses as well as all losses
FDIC, roust have considered it miJSt be written off against earn-'
more than a remote possibility ings an ultimate capital charge,'
when he released the 1943 An- ; and au that thfs implies if. the
nual Report), should be a sober- amount is substantial, is to -be.
ing thought. It might be well for avoided. A bank which pays a
each banker to do a little figuring j bigh price for an asset will have-
in regard to his own bank. How U smaller profit than if the asset
large a decline in the bond mar- | bad been acquired on a. more fa-;
ket would be reauired to wipe out j Vorable basis. The contribution,
the capital. What would a de- 0f the going concern theory is
clme of the magnitude of 1937 that systematic provision is made1
do to the capital of the bank.. In , for depreciation and accruing,
this connection it should also be losses, thus reducing the. likelir,
remembered that losses in. the hood that.it will be necessary to
loans will probably become evi- ^ke a c^pital charge at some%
dent about the same time that the future date. Stated otherwise, this,-
bond market goes into a slump, j concept is helpful in overcoming "

Desirability of a Positive State- !natural although_fatal mistake:

Now Dayton & Gernon
CHICAGO,ILL. — The *. firm

name of Holley, Dayton & Ger¬

non, 105 South La. Salle Street,
members of the Chicago Stock

Exchange, has. been changed to
Dayton & Gernon.

Meeks, Reddoch & Co.
(Special, to The Financial Chronicle)

MEMPHIS, TENN. — Gordon
Meeks & Co., Sterick Building,
have changed their firm name to

Meeks, Reddoch & Co. The. or¬

ganization remains unchanged.

njent of a Going Concern
. Theory of Value

Practice has run ahead of

theory. The abandonment of
certain aspects of the liquidating

of overstating earnings in good."
years by underestimating accru-.

ing but undetermined losses inf
the assets. If the reserve method'
is to. function satisfactorily, ever,
the long, pull both the annual

Valuation of Bank Assets
(Continued from page 7)

practice are sometimes valued at
market. The need for reserves

for bad debts on loans is not men ¬

tioned, although the bank super¬

visory authorities in later releases
have strongly urged their cre¬

ation.

Many of the examiners who
faced the practical problem of
putting the new rules into effect
were extremely skeptical of in¬
novations which valued assets
above their market price. To a
oerson who had a vivid recollec¬
tion of numerous!* bank failures,
market prices seemed "real" and
all other values vague and "theor
retiqaV' In ths months immedi¬
ately following tfie conference
the opposition to tjie agreement
was bitter, at least in the off-
record discussions, but as the ex¬
aminers became fapniliar with the
"new" forms and. nothing very
serious resulted from their use the

opposition had much less to say.

In. fact, there seems to have been
a more or less unconscious ac¬

ceptance of some sort of a, going
concern point of view. The rising
prosperity doubtless contributed
to this, although it should be
noted that the experience of the

past 10 years proves very little,
since any system will function

during a. prolonged period of pros¬
perity. The important question,
of course, is how well will the
rules work in a period of finan¬
cial stringency.

The Valuation of High Grade
Bonds at Book Rests upon

Regulation Rather Than Law

One result of the change in
methods used in examining banks,
and the mounting prosperity, was
a distinctly better feeling between
bankers and examiners. As the
old bitterness died down bankers
came to regard the whole; ques-
tipn of the valuation ot high grade
bonds as being settled, but this is
not necessarily true since present
practices' rest upon regulation
rather thai) upon law and could
therefore be changed very eas¬

ily. The pressqre to shift back to
a market valuation, that is "real
values," in an emergency might
become very great indeed, for as
has already been pointed out, the
arguments, in fayor of market

prices in valuing the assets of a

particular bank that is in trouble
seems almost irrefutable. This

places, entirely too much respon¬

sibility upon the officials of the

bank supervisory agencies.
From time to time there has

theory was an accomplishment credits to the allowance and the':
that should not be minimized, but provisjon for accumulation during,
it is a negative victory, which has the good years must be realistic.!
not been followed up by a posi- j mu ■ . . . . ,

tive statement of principles. Even ; t The general; principle qf r^serye,
though recent trends in valuation ; accounting was promoted by :
have stressed earning power, in-; Mimeograph 6.09, issued, by the;
adequate- consideration has been: 5ureaiL ! -?}J?£na*
given to the income statement. | December, 1947, undpr - 'wfiiphj
Strangely enough, although the i are currently ppe -
implications of a going concern J*
theory from the standpoint of an j EFTQr.
individual enterprise! are all j vided this Mineograpb is most.
good, these changes were firstjH-. Sve7n v! 37
greeted by the bankers with a cer- ! Jjstics published by thq> Federal;
tain amount of distrust apparent- J?3"*0*1**. agencies J3011** up the.,
ly because they were new as ap- f3c*' Is a matler of coprippp,
plied to banks,, which was foU\ t° everyone, whp^.at
lowed by a period of apathy. In i 3 + I?iar1 w1^ .banking; ^hat ;
the past three or four years, how- ' ™sj of th(r losses become evident,
ever, these problems, especially 111 depression years, the Mimep- ,
the income tax angles, have been Sraph allows banks to ac-umuMe
given serious consideration by ; a reserve of only three times the {
some of the more forward look- current maximum annual charge

based on a twenty-year moving ,

average. The tables prepared; by ;
ing bankers and attorneys. .

There are a number of areas

where the further application of a
by the Federal Reserve in this
connection indicate that in the

going concern theory would be a past twenty years an accumulation
contribution to the banking sys- 0£ approximately 13 times the r.

Yr . three lllustra.ions will m0ving average would have been,suffice: „

required on an over-all basis, to.
(1) Low grade bonds and meet the concentration of /Ihe •

stocks taken in settlement of consecutive bad years. Ironicallv ; '
debts previously contracted should j enough, this ceiling was imposed.
be valued at cost writh an appror i at the very time the bank super-
priate provision for writing them j visory agencies were issuing * "
down by a charge against earn- j warnings about accruing out un- ,

ings. There is no reason why the determined losses in the loan '•
capital of a bank should bob up portfolios. It is amazing how''
and down like an exaggerated in- quickly the painful mistakes , of ;
dex of the bond market, but there the past are forgotten,. v/ . '
are a number of good reasons why ; . . '
reserves should be created, oil a v: Conclusion
systematic basis, Aagainst assets
judged to be unsuitable for bank
investment. - -

(2) Adequate provision should
be made, in good years for losses
which are accruing in. the loan
portfolio but which are as yet
undetermined. Everything looks
good; in prosperity and there is a.

tendency, mere or less uncon¬

scious, of course, to overstate- in¬
come by underestimating the losses
which will be realized at some

future date on the assets now held!

In computing Ihe si/.e of an al¬

lowance required reference should

be made to the painful experi¬
ences which resulted from a fail-

; Prior to 'the great depression
banks were examined on a lioui- :
dating theory, but with the advent
of deposit insurance and^ the1
recognition that it is the respon¬
sibility of the government; to sup- "

port the banking svstem in times «

of- crisis, there has been a, gradual v

swing to a going concern .eop-r i

cept. This - change-, although, a
movement in the right direction. v
has been made without benefit of :

a carefully prepared, plan,, with ,

the result that all of the imolica- •

tions have not . been -folloy/ed
through. The preparation, of a

restatement of accounting prin<- ;

ciples in positive terms would '

therefore be a great service to
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both the banking system and the
nation. Among other things, the
investigation should cover such
questions as: How should the an¬
nual credit to the allowance for
bad debts on losses be computed,
and how large an accumulation is
reasonable in light of the tend¬
ency of losses to concentrate in
bad years?- What allowances
should be built up against depre¬
ciation on securities? A standard

nomenclature, a uniform set of
accounts, and suggestive entries
for handling reseryes and allow¬
ances should be prepared. Serious
consideration should also be given
to methods of integrating the
books of the bank with published'
statements and Reports of Exami¬
nation as well as correlating the
work of the bank examiners and
the Bureau of Internal Revenue.

The banking system has much
to gain by a restatement at this
time of accounting principles as

applied to banks. While most
bankers are thinking in terms of
going concern concept, odd ves¬

tiges of the liquidating theory still
remain and a concise and care¬

fully reasoned survey of account-;
ing principles should stimulate
thinking along these lines, which
would almost surely result in con¬
structive suggestions. The question
of how assets are to be appraised
in bank examination should be
definitely and finally settled while
business is prosperous, as the mere
raising of such an issue when a
number of banks are under pres¬

sure might prove very embarras¬
sing indeed. A clarification and
simplication of the method of
handling reserves on the Call Re¬
port and Statement of Condition
would improve the statistics and
remove a minor source of irrita¬
tion in the preparation of these
reports. The formulation and ac¬

ceptance of a going concern

theory of value by bankers and
bank examiners should make it

easier to convince the Bureau

of Internal Revenue of the

soundness of this position. It is

highly important that the ceiling
imposed by Mimeograph 6209 be
removed as quickly as possible
so that banks can build up a re¬

serve while gross earnings are

available for this purpose. ;

Frank A. Cahn With

Reynolds in Chicago :
(Special to The Financial Chkonicle) -

CHICAGO, ILL. —I?Frank A.
Cahn has become associated with

Reynolds & Co., 208 South La
Salle Street. Mr. Cahn was for¬

merly in the real estate .depart¬
ment of Fred W. Fairman & Co,

Economics of Illusion, The—A
Critical . Analysis of Contempo¬
rary Economic Theory and Policy
—L. Albert Hahan—New York

Institute of Finance, 20 Broad
Street, New York 5, N. Y.—Cloth.

If Prices and Sales Dropped X%
—Analysis designed . to enable
businessman to make a review of
his position today—The Research
Institute of America, Inc., 292
Madison Avenue, New York 17,
N. Y.—Paper.

Pollsters, The—Public Opinion,
Politics & Democratic Leadership
—Lindsay Rogers — Alfred A.
Knopf, Inc., New York, N. Y.—
Cloth—$2.75.

The State of Trade and Industry
mV\ (Continued from page 5)

a Pittsburgh sheet producer is soliciting business in western Michigan,
an eastern shapemaker is offering structurals in Midwest district from
which it withdrew some months ago, while Ohio and Pittsburgh mills
are making substantial offerings of ex-quota tonnages in the Chicago
district.

With the withdrawal of buyers from the market more4 tonnage is
being offered for much earlier delivery than was the case only a few
weeks ago.

The 1948 earnings of the nation's steel companies were about
32% higher than they were in 1947, according to a financial analysis
of steel industry operations prepared by "The Iron Age." Record sales
of $8,500,000,000 return net profits of approximately $575,000,000, or
a little less than 7 cents on the sales dollar. Few believe that the in¬
dustry will be able to duplicate these postwar records in 1949, accord¬
ing to . "The Iron Age," national metalworking weekly, in its latest
summary of the steel trade.

Perhaps as proof of this is the fact that steel common stock divi¬
dends increased only 7.1% last year while surplus funds set aside for
expansion, improvements or rough weather were boosted by about
24%. The study also shows that the postwar expansion of the industry
is expensive. Invested capital in the industry today is about a billion
dollars higher than it was two years ago. Incidentally, federal income
taxes amounted to $6.24 on the average ton of finished steel sold last
year, this trade authority pointed out.

The scrap market this week continued its decline with no ap¬
parent sign that rock bottom had been reached. One of the sharpest
drops oil record took place this week. Heavy melting grades were
down an average of $6.00 a ton at Pittsburgh, $5.00 a ton at Philadel¬
phia and $4.00 a ton at Chicago. "The Iron Age" steel scrap composite
dropped $5.00 a gross ton with the index reaching $26.17 a gross ton.
That level has not been reached since the second week in December,
1946. The scrap composite has dropped $16.83 since the first week in
January. 1

Steel users this week were insistent in their demands for lower
steel prices, but their exhortations were falling on deaf ears. Steel
people point out that regular mill prices are a far cry from what gray
marketeers charged or what it costs through the conversion method
of buying steel and note that the increase in steel prices was far less
than other prices. Adding conviction to their arguments they say that
until coal mining costs and steel costs, with probable increases due
to social security demands, are determined there isn't a chance of
any change in base steel prices. i ^ ;

The American Iron and Steel Institute announced this week
that the operating rate of steel companies having 94% of the
steel-making capacity of the industry will be 98.8% of capacity
for the week beginning April 4, 1949, as against 99.8% in the
preceding week, or a drop of 1%.

This week's operating rate is equivalent to 1,821,400 tons of
steel ingots and' castings for the entire industry, compared to
1,839,800 tons a week agb, 1,869,300 tuns, or 101.4% a month ago,
and 1,521,300 tons, or 84.4% of the old capacity one year ago and
1,281,210 tons for the average week in 1940, highest prewar year.

CARLOADINGS CONTINUE TO FALL DUE LARGELY TO
FURTHER REDUCTION IN COAL LOADINGS

Loadings of revenue freight for the week ended March 26, 1949,
totaled 596,329 cars, according to the Association of American Rail¬
roads. This was a decrease of 11,438 cars, or 1.9% below the preceding
week, due principally to further reduction in coal loadings. It also
represented a decrease of 67,334 cars, or 10.1% under the correspond¬
ing week in 1948 and a decrease of 233,063 cars, or 28.1%, below the
similar period in 1947. V- V.'v,,. ■ -. :'*V

ELECTRIC OUTPUT CONTINUES DECLINE FOR NINTH
CONSECUTIVE WEEK : : 1

#

The amount of electrical energy distributed by the electric light
and power industry for the week ended April 2, was estimated at
5,377,662,000 kwh., according to the Edison Electric Institute. This
represented a/decrease of 26,144,000 kwh. below output in the pre¬
ceding week, 340,874,000 kwh. or 6.8% higher , than the figure re¬
ported for the week ended April 3, 1948 and 684,607,000 kwh. in
excess of the output reported for the corresponding period two years
ago. ;-II':■ . ' : • -

AUTO OUTPUT IN LATEST WEEK DECLINES FURTHER AS A
RESULT OF A LACK OF FRAMES AND MODEL CHANGE¬
OVER ;

Production of cars and trucks in the United States and Canada
for the past week declined slightly to an estimated 117,759 units,
compared to 121,341 (revised) units in the week preceding, according
to "Ward's Automotive Reports." , • . '

..The principal reasons for the drop in production last week
were suspension of assemblies at Dodge, DeSoto and Chrysler due
to the lack of frames from Midland Steel Co. and a shutdown at
Packard for model change-over. Postwar peaks at both Chev¬
rolet and Plymouth partially offset these losses, according to
Ward's.

r

Output in the similar period a year ago was 105,132 units and
for the like week of 1941, 116,255 units. r

Last week's output consisted of 87,747 cars and 24,802 trucks
built in the United States and 5,210 cars and trucks in Canada.

BUSINESS FAILURES REVERSE COURSE AND TOUCH NEW
POSTWAR HIGH IN LATEST WEEK

Commercial and industrial failures increased to 216 in the week
ended March 31, reaching the highest level since May 21 of 1942,
Dun & Bradstreet, Inc., reports. With a sharp rise from 166 in the
preceding week, casualties exceeded by a wide margin the 91 and 63
which occurred in the comparable week of 1948 and 1947. They
continued to be below the prewar level; 310 failures were reported
in the same week of 1939. ; ;: , . :

..Failures involving liabilities of $5,000 or more rose to 162
from 129 last week and 79 a year ago. Small casualties with
liabilities under $5,000 totaled 54 as against 37 in the previous
week and 12 last year, being more numerous than in any other
w eek since 1943.

All industry and trade groups except wholesaling had an increase
in failures. While wholesale failures declined to 18 from 24 a week

ago and were only slightly more numerous than last year, casualties
in other lines were more than twice as numerous as in 1948.

FOOD PRICE INDEX CONTINUES MILD DOWNWARD TREND

The Dun & Bradstreet wholesale food price index continued its
mildly downward movement last week to stand at $5.77 on March 29,
as against $5.79 a week earlier. This brought the current figure to
the lowest level in four weeks. It compared with $6.75 on the corre- ''
sponding 1948 date, or a decline of 14.5%.

COMMODITY PRICE INDEX EDGED SLIGHTLY LOWER IN
LATEST WEEK

The movement of the Dun & Bradstreet daily wholesale com¬

modity price index during the past week continued in a narrow range "
with little net change for the period. Closing at 255.53 on March 29,
it compared with 256.23 a week ago and with 283.52 on the corre¬

sponding date of last year.
Grain markets were somewhat irregular last week with price

changes small. Volume of trading on the Chicago Board of Trade
dipped slightly to a daily average of 28,000,000 bushels, from
29,200,000 the previous week, and compared with 27,400,000
bushels in the like week a year ago.

Wheat futures were unsettled and fluctuated over a fairly wide
range at times. Government buying of cash wheat was light, but
prices displayed a firmer tone aided by small offerings in the South¬
west. Strength in corn largely reflected continued light receipts
and lack of selling pressure by the country.

Domestic flour bookings remained very limited with bakers gen¬

erally still reluctant to make commitments pending a clearer outlook
as to the future. Spot cocoa prices developed a weaker tone at the
close following an early show of strength. The market for lard
continued weak with prices dropping to within a fraction of the
year's low. Support was lacking as selling increased, influenced by
continued weakness in vegetable oils and animal fats and indications
of a heavy movement in the fall pig crop in the near future.

Livestock markets at Chicago were irregular and a continued
, meagre run of fed lambs brought a further rise in prices to a

new all-time March peak of $31 per hundredweight.

i; Hog receipts were moderate and closing prices slightly lower
than a week ago... Steers developed a somewhat easier trend at the
close.

Dullness prevailed in the country's leading cotton markets in
the past week. Daily fluctuations in prices were very small with
closing quotations about unchanged from those of a week ago. In¬
quiries in spot markets were reported fairly numerous, but actual
volume of business was only slightly larger than in the previous <

week. Export demand in the Southwest continued active with ship¬
pers in that area offering freely at present prices. Sales in the ten
spot markets aggregated 121,200 bales last week, compared with'
98,800 bales in the previous week and 81,900 bales in the corresponds
ing week a year ago. ■ . -■.; , . :

RETAIL AND WHOLESALE TRADE VOLUME SLIGHTLY

V HIGHER LAST WEEK AS A RESULT OF PROMOTIONAL
AND EASTER SALES Tt > ' . , v "■) '

Spurred on by numerous promotional sales and by the approach
of Easter, shoppers last week bought slightly more than in the
previous week. Total retail dollar volume in the week was slightly
less than a year ago, according to Dun & Bradstreet, Inc., in its
current report on trade. The comparable week a year ago contained i
three pre-Easter shopping days during which retail volume was
very high. ,

The demand for apparel continued to increase the past week.
Leading in popularity were women's suits of gabardine, worsted and
sharkskin. Purchases of women's spring coats became more numer¬
ous during the week with a noticeable rise in the interest in home
sewing materials. ■/

Promotional sales of men's suits and furnishings evoked a

favorable response in many sections.

Housewives' purchases of food did hot vary considerably from
the volume of the previous week. Partly due to Lent, retail dollar
volume was slightly below that of the comparable week a year ago.

Seafood, dairy products and various Lenten specialties were requested
frequently. The interest in large meat cuts dipped slightly.

There was a slight rise in the demand for housecleaning mate¬
rials and the retail volume of wallpaper, hardware and paint in¬
creased moderately. Garden tools and supplies were frequently
requested with interest in sporting goods showing some slight in¬
crease. There was also a slight increase in the sales volume of
refrigerators in many areas.

Retail volume for the country in the period ended on Wednesday
of last week was estimated to be from 2 to 6% below that of a

year ago.

Regional estimates varied from the corresponding levels of a
year ago by the following percentages: New England and East
down 1 to down 5, South and Midwest down 3 to down 7, North¬
west down 2 to down 5, Southwest down 2 to down 6 and Pacific

: Coast down 4 to down 8.

As many buyers placed re-orders for the Easter, season, total
wholesale dollar volume rose slightly in the week and reflected a
moderate increase above that of the corresponding post-Easter week
in 1948. The number of buyers attending many wholesale markets
dropped slightly.

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board's index for the week ended March 26,
1949, decreased by 16% from the like period of last year. A similar
decrease occurred in the preceding week. For the four weeks ended
March 26, '1949, sales decreased by 13% and for the year to date
by 6%. . ; ;—< <■ "III:::*,!' '

Retail trade in New York last week altered its downward
course of the past five weeks to record an increase of 4% in
department store sales over the similar period of 1948. Pre-
Easter volume is on the uptrend, but the above comparison is
with the post-Easter period of last year. •—

According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period to March 26,
1949, declined by 15% from the same period last year. In the pre¬
ceding week a decrease of 19% (revised) was registered under the
similar week of 1948. For the four weeks ended March 26, 1949, a
decrease of 14% was recorded below that of last year and for the
year to date volume decreased by 7%.
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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:

Indicated steel operations (percent of capacity) Apr. 10
Equivalent to—

6teel ingots and castings (net tons) Apr. 10

AMERICAN PETROLEUM INSTITUTE:

Crude oil output—daily average (bbls. of 42 gallons each) Mar. 23
Crude runs to stills—daily average (bbls.) Mar. 26
Gasoline output (bbls.) —Mar. 26
Kerosene output (bbls.)— — ———Mar, 26
Gas oil and distillate fuel oil output (bbls,,, * Mar. 26
Residual fuel oil output (bbls.)—: ——: -Mar. 26
Stocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at —Mar. 26
Kerosene (bbls.) at Mar. 26
Gas oil and distillate fuel oil (bbls.) at _Mar. 26
Residual fuel oil (bbls.) at Mar. 26

ASSOCIATION OF AMERICAN RAILROADS:

Revenue freight loaded (number of cars) .,—Mar. 26
Revenue freight received from connections (number of cars) Mar. 26

Latest

Week

98.8

1,821,400

6,130.450
1! 85,353,000
817.417,000
§2,014,000
86,167,000
§8,305,000

§128,087,000
§17,700,000
§48,721,000
§58,792,000

596,329

551,409

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS-
RECORD:

Total U. S. construction —Mar. 31 $132,174,000,
Private construction Mar. 31 85,088,000
Public construction Mar. 31 47,086,000
State and municipal ' Mar. 31 > 39,331,000
Federal 1 Mar. 31 7,755,000

COAL OUTPUT <U. S. BUREAU OF MINES):

Bituminous coal and lignite (tons) Mar. 26 2.370.000
Pennsylvania anthracite (tons). — Mar. 26 107,000
Beehive coke (tons) j. Mar. 26 39,700

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS¬
TEM—1935-39 AVERAGE=10l) Mar. 26 278

EDISON ELECTRIC INSTITUTE:

Electric output (in 000 kwh.) Apr. 2 5,377,662

t 1
..-'///. .- >■/•,/' •'.

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD-
STREET, INC. — 1— Mar. 31

v ; 216

IRON AGE COMPOSITE PRICES: . , •

Finished steel (per lb.)_ « -Mar. 29 3.75197c
Pig iron (per gross ton): Mar. 29 »/ $46.74
Scrap steel (per gross ton).. — Mar. 29 $31.17

METAL PRICES (E. & M. J. QUOTATIONS):

Electrolytic copper— ;. : ... .' ,

Domestic refinery at -—T__Mar. 30 22.950c
Export refinery at 1 Mar." 30 23.425c

Straits tin (New York) at--. — -Mar. 30 103.000c
Lead (New York) at_i_ Mar. 30 17.000c
Lead (St. Louis) at-,.— —i*_i' „~r Mar. 30 ,; 16.800c
Zinc (East St. Louis) at ; : —————Mar. 30 ' " .16.000c

MOODY'S BOND PRICES DAILY AVERAGES:

U. S. Government Bonds

Average corporate
Aaa :

Aa
—

A —
-

Baa —• • : ————

MOODY'S BOND YIELD DAILY AVERAGES:

U. S. Government Bonds- Apr. 5
Average corporate Apr. 5
Aaa Apr. 5
Aa ; .—Apr. 5
A Apr. 5
Baa — Apr. 5
Railroad Group Apr. 5
Public Utilities Group Apr. 5
Industrials Group Apr. 5

•

MOODY'S COMMODITY INDEX Apr. 5

Previous
Week

99.8

1,839,800

5,145,400
§5,335,000
§17,470.000
§2,169,000
§6,775,000
§8,411,000

§127,310,000
§18,226,000
§50,099,000

*
§59,824,000

607,767
576,236

$180,930,000
65,307,000
115.623,000
57,621.000
53,002,000

"2,955.000
189.000

*43,000

261

5,403,306

166

3.75454c
$46.74
$34.92

23.200c

23.425c
103.000c
18.000c
17.800c

16.000c

Month

Ago
:

101.4

1,869,300

5,344,250
5,412.000
17,621.000
1,997,000

7,330,000
8,225,000

124,382,000
19,389,000
57,746,000

80,246,000

638,128
629,824

$118,564,000
67,732,000
50.832.000
33.150.000

17,682,000

10.870.000
312.000
160.900

232

5,551,611

185

3.75701c

$46.74

$37.25

23.200c

23.425c
103.000c
21.500c

21.300c
17.500c

NATIONAL FERTILIZER ASSOCIATION—WHOLESALE
ITY INDEX BY GROUPS—1935-39—100:

Foods
Fats and oils

_

Farm products— ——

Cotton- •.

Grains —

Livestock ^
Fuels ____— ;
Miscellaneous commodities-
Textiles I

COMMOD-

Apr.
Apr.
Apr;
Apr.
-Apr.
Apr.

.___——-Apr,
—Apr.;
-Apr.Metals ;
Apr

Building materials : - —Apr.
Chemicals and drugs— Apr
Fertilizer materials I_ADr
Fertilizers — : .___ — I—Apr
Farm machinery— „ Hill—Apr* 2
All groups combined -.1; —— Apr 2

NATIONAL fAPERBOARD ASSOCIATION: \
Orders received (tons)— i ; _Mar 26
Production (tons) Mar'26
Percentage of activity I ~Mar" 26Unfilled orders (tons) at - IIIIIlMar! 26

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 1926-36
AVERAGE=100

_Apr. 1

WHOLESALE PRICES NEW SERIES—U.
1926=100:

S. DEPT. OF LABOR—

All commodities
Mar_ 2q

Farm products —IIIIIIlMarl 29
Foods

Mar. 29
All commodities other than farm and foods Mar 29
Textile products ~~Mar. 29
Fuel and lighting materials IIIIIIII~~Mar! 29
Metals and metal products II Mar 29
Building materials Ill—Mar. 29
All other—,———

_ ————— Mar. 29

Special indexes—
Grains

Mar 29
Livestock

Mar. 29

Hides and skins IIIIIII—Mar". 29
•Revised figure. Ulncludes 396,000 barrels of foreign crude runs

exclude cracking stock from distillate; and residual fuel oils. ' -

Year

Ago

84.4

1,521,300

5,377,250
5,324,000
15,783,000
2,647,000
7,682,000
8,854,000

112,991,000
10,459,000

30,717,000
48,334,000

663,663
614,152

S218.784.00G
■ 136,724.000
82.058,000
50,792.00C
31,266,000

2,169,000
892,00C
13,400

331

5,036.788

91

3.27585c
S40.2S

$40.2®

21.200c
21.550c

94.000c
15.000c

14.800c
12.000c

Apr. 5
'

110.70 • 101.71 101.63 100.78
Apr. 5 113.12 113.12 112.93 111.81

Apr. 5 119.20 119.00 <119.00 117.20

Apr. 5 117.20
'

117.20 117.20 115.43
Apr. 5 112.37 112.19 112.00 111.07
Apr. 5 104.83 104.83 104.48 104.31
Apr. 5 • 108.16 108.16 108.34 106.74

Apr. 5 114.08 113.89 113.50 113.50
Apr. 5 117.60 • 117.60 117.20 115.82

2.38 2.38 2.38 2.44
3.00 3.00 3.01 3.07
2.69 2.70 2.70 2.79
2.79 2.79 2.79 2.88
3.04 3.05 3.05 . 3.11
3.46 3.46 3.48 3.49
3.27 3.27 3.26 3.35
2.95 2.96 2.98 2.98
2.77 2.77 2.79 2.86

359.6 366.4 376.4 411.4

210.5 209.1 218.8 229.2
145.6 144.3 156.7 228.1
234.7 235.5 236.3 250.3
310.9 310.2 306.8 337.9
205.6 ■ 200.7 205.7 268.4
232.2 235.3 235.9 235.1
231.8 231.8 237.0 228.6
162.8 166.5 167.1 175.0
189.8 190.3 190,5 212.0

"

186.0 187.8 190.1 163.5
216.5 216.7 217.4 230.4
137.9 137.9 V 142.5 •

156.8
142.8 / 142.8 142.9 137.7
150.5 150.5 150.5 143.7
155.7 ' 155.6 155.6 138.5
206.6 207.2 211.1

\ / V . '

216.8

149,388 151.534 .. 135,542 176,395
170,643 166.999 164.620 193,650

80 81 80 104
242,374 267,528 ' > 267,685 419,845

135.0 135.9 139.0 146.0

158.1 158.2 158.8 160.8
170.2 170.1 170.5 182.6
160.5 160.3 161.3 173.6
151.5 • 151.6 152.3 148.0
139.3 139.5 142.3 149.5
135.5 135.5

, , 135.9 130.9
177.1 177.6 177.9 156.2
199.3 199.3 201.5 193.1
131.9 131.3 131-.5 135.5

161.7 160.7 164.6 217.6
211.2 211.4 207.0 218.1
224.7 223.6 221.4 242.9
185.2 181.3 181.4 192.3

§On new basis of reporting in California. Principal changes

ALUMINUM (BUREAU OF MINES)—
Production of primary aluminum in the U. S„
(in short tons)—Month of January .

Stocks of aluminum—short tons (end of Jan.)

AMERICAN GAS ASSOCIATION—For month
of February:

Total gas (M therms)
Natural gas sales (M therms) _■

Manufactured gas sales (M therms)—
Mixed gas sales (M therms)

BUILDING CONSTRUCTION PERMIT VALUA¬
TION IN URBAN AREAS OF THE U. S.
—U. S. DEPT. OF LABOR—Month of

January (three 000's omitted):
All building construction
New residential ,

New nonresidential

Additions, alterations, etc

Latest

Month

53,356
17,310

3,517,414
3,160.406
231,728
125,280

$405,729
177,210
168,300
60,219

BUSINESS INCORPORATIONS, NEW IN THE
UNITED STATES—DUN & BRADSTREET,
INC.—Month of February 6,362

; .V- ■ \ ...X':'f

COKE (BUREAU OF MINES)—Month of Feb.;
Production (net tons) : 6,082,711
Oven ccke (net tons) 5,475,421
Beehive coke (net tons) :"i 607,290

Oven coke stocks at end of month (net tons) 1,504,158

CONSUMER CREDIT OUTSTANDING—BOARD
OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM—Estimated short-term
credit in millions as of Feb. 28:

Total consumer credit
Instalment credit ——! ; „

Sale credit

rV Automobile — —I—.—i-i
Other

Loan credit

Noninstalment credit : .•

, Charge accounts
Single payment loans .

Service credit —

CONSUMER PRICE INDEX FOR MODERATE
/.:■ INCOME FAMILIES IN LARGE CITIES

1935-1939=100—As of Feb. 15: , '

All items
— 1

All foods
Cereals and bakery products—"
Meats ;

Dairy products
Eggs —

'/'Fruits and vegetables——:
Beverages
Fats and oils

—

Sugar and sweets——- — !
■ Clothing _ —j

Rent

Fuel, electricity and refrigerators '
Gas and electricity—.:
Other fuels

Ice — —_

Housefurnishings —

Miscellaneous
, I J;': 'V ..-V- ',. ' . \

COTTON SPINNING (DEPT. OF COMMERCE)
Spinning spindles in place on Feb. 28 1—
Spinning spindles active on Feb. 28
Active spindle hours (000's omitted), Feb—
Active spindle hours per spindle in place, Feb.

DEPARTMENT STORE SALE§—SECOND FED¬
ERAL RESERVE DISTRICT, FEDERAL
RESERVE BANK OF N. Y. —1935 - 39
AVERAGE=100—Month of February:

Sales (average monthly), unadjusted
Sales (average daily), unadjusted
Sales (average daily), seasonally adjusted
Stocks, unadjusted as of Feb. 28 —

Stocks seasonally adjusted as of Feb. 28—

Previous
Month

53,474
13,171

3,490,051
3,119.786
238.085

132,180

*$432,954
*200,135
*166.847

*65,972

7,906

6,699,764
6,076.008
623,756

1,541,117

23,741.000
20,758.000
8,425,000

355

173

192

229

218

224

23.754.000

20,927.000
8,425.000

376

*190

*194

243

201

•■228
I

EMPLOYMENT AND PAYROLLS—U. S. DEPT.
OF LABOR—Month of January:

All manufacturing J ... — 12,673.000 *13,061.000
Durable goods 6,525.000 *6.739.000
Nondurable goods 6,148,000 *6,322,000

Employment indexes— V
All manufacturing 154.7 159.4
Durable goods 180.7 .*186.6
Nondurable goods 134.2 138.0

Payroll indexes— . . ;
All manufacturing — 363.2 *377.7
Durable goods 412.8 *430.3
Nondurable goods 314.7 *326.2

Estimated number of employees in manufac- : V'
turing-industries— . . .

All manufacturing ; 15.880,000 *16,284.000
Durable goods - 8.006.000 *'*8,226,000

"

Nondurable goods - 7,874,000 * *8,058,000

581,000

MAGNESIUM WROUGHT PRODUCTS (DEPT. r ^
OF COMMERCE)—Month of February-

Shipments (in pounds)— 636,000

PORTLAND CEMENT (BUREAU OF MINES)—
Month of January: ■

Production (bbls.) 15,261,000 17.425.000
Shipments from mills (bbls.) 8,756.000 12,741.000
Stocks (at end of month) (bbls.) 17,589.000 *11.034.000
Capacity used — - 73 Vc 84(c

RR. EARNINGS — CLASS I ROADS (ASSOC.
OF AMER. RRS.) —Month of February:

Total operating revenues — $675,749,306
Total operating expenses- 567,777,768
Operating ratio—per cent 84.02
Taxes $65,466,386
Net railway operating income before charges 29,754.215
Net income after charges (est.) 5,000,000

REAL ESTATE FINANCING IN NON-FARM
AREAS OF U. S. —FEDERAL SAVINGS
AND LOAN INSURANCE CORPORATION
—Month of January (000's omitted);

Savings and Loan associations $216,603
Insurance companies 72,765
Banks and Trust companies 174,195
Mutual Savings banks - 50,378
Individuals ! 158,891'
Miscellaneous lending institutions 116,722

Total $739,559

♦Revised figure. " ' '"

Year

Ago

48,767
10,434

3,342,234
2,896,284
268,647
177,353

$429,367
210,799

152,611
65,957

7,873

6,052,973
5,512,838
540,135
807,473

$14,931 $15,340 $13,053
7.948 8.020 6,293
3,919 3,968 2,841
2,000 1,965 1,254
1.919 2.003 1,587
4,029 ■ 4.052 3,458
6,983 7.320 6,754
3,176 3.457 3.061
2.853 2,900 2,765-
954 963 923

169.0 170.9 167.5
199.7 204.8 204.7
170.0 170.5 171.8
221.4 235.9 224.8

192.5 196.0 204.4
179.6 209.6

'

189.2

213.8 205.2 213.0

209.0 ', - 208.7 204.O
159.8 174.7 194.2
174.3 173.4 176.8
195.1 196.5 195.1
119.9 119.7 116.0

138.8 138.2 130.0
96.1 95.5 93.2

192.6 191.8, 175.4
140.0 139.0 132.2
195.6 " 196.5 193.0

154.1 154.1 „ . . 146.4

$730,686,347
616,269.017

84.34

$67,629,077
23.244.420

14,000.000

$267,922
85.114
205,556
68,120

176,437
135,789

$938,933

23,720.000
21.489,000
9.819,000

440

*183
*203
*242

*234

*241

13.150,000
6.795,000
:6,355,000

160.5

;- - 188.2

138.7

358.7
403.1

315.3

16.267.000

8,256.000
8.011,000

413,000

14.541,000
9,205,000
15,336,000

11%

$715,890,641
586.355,682

81.91

$77,254,849
39.425,295
19.000,000

$263,649
79,812

226,068
49,317
161,773
128,828

$909,447
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Why the Havana ITO Chaitei Should Be Rejected
(Continued from first page)

multilateral trade is the economic
foundation of peace.

There are of course other pro¬
visions in the Charter which affect
American interests, both in dollars
and cents and in the fight for the
preservation of freedom and
peace. For instance, the provi¬
sions regarding the protection of
foreign investments, or the
one regarding international agree¬
ments. I am not dealing
these provisions because they have
already been tackled thoroughly
in other studies and memoranda

presented by business committees
or economists.

ARTICLE 3

Maintenance of Domestic

Employment

All the democracies, still im¬
pressed by the 1929 depression
the causes of which have been

inadequately diagnosed, have been
rendered very conscious of the
question of unemployment. There
is no doubt that all democracies
are presently under the spell of
the myth called "full employ¬
ment." It would be dangerous
in my opinion, to fight the myth
of full employment because the
"myth" has popular appeal and
it has been underwritten in the

provisions in the United Nations

Charter, the Employment Act of
1946 of the United States, etc
The only thing we can reasonably
do is to provide safeguards against
the consequences of full employ¬
ment policies, so that they do not
destroy human freedom.

* The great mistake made by the
negotiators of the ITO Charter
was to accept the inclusion in the
ITO Charter of the provisions re¬

garding full employment, wherein
it does not belong. I have it on

good authority that our State De¬
partment knew it was all wrong.
Yet they accepted it because the
British and Australians insisted
on the inclusion Of the full em¬

ployment provisions in the
Charter, mainly with the purpose
of forcing the hands of the United
States. The demand of the Brit¬
ish and Australians was based on

the theory that the United States
imports substantially and puts
dollars at the disposal of the world
only when we are prosperous

Therefore, they argued that it is
our duty to be prosperous by
whatever means ... even at the
risk of wrecking our economic
system. Besides, there being con¬
flict between "full employment"
policy and free international trade,
England, Australia and other
countries were insisting that
precedence should be given "full
employment" rather than interna¬
tional trade.

There is no doubt that the mod¬
ern doctrine of "full employment"
is one of the most dangerous ones
for the preservation of a free so¬

ciety, particularly, politics being
what they are, in a mass democ¬
racy enjoying universal suffrage.
The doctrine of "full employ¬
ment," as understood by the
Keynesian school of economists,
means monetary inflation, na¬
tional planning, economic nation¬
alism and socialism.
Full employment policies in

mass democracies make necessary

the use of exchange controls and
quotas. The use of exchange con¬
trols or quotas by countries like
Great Britain or even France

makes the restoration of free mul¬
tilateral trade impossible. (Be¬
sides, exchange control creates
black-markets and is the source

of moral corruption which per¬
meates the entire social body of a

country.) So long as large for¬
eign countries use exchange con¬
trols and quotas it will make
impossible the restoration of an

international gold standard, even
with the help of the International
Monetary Fund. Professor Fred-

known books on money and bank¬
ing, commented to me in a letter
as follows on this subject:
"From the preceding sentence

I think you will infer that I am
in thoroughgoing agreement with
your position on the Havana ITO
Charter and the insidiousness ol

exchange controls. Years ago, in
my first book on "Money," 1
wrote, 'The gold standard will not
function successfully, however, so
long as international trade is im¬
peded by the erection* of tariff
carriers and other obstacles to the

reciprocal exchange of goods. The
real choice does not rest between

the gold standard and a managed
irredeemable paper currency,
rests rather between freedom of

international trade with its atten¬
dant advantages and a narrow

policy of economic isolation ac¬

companied by a lower standard of
living. If the former course is cho¬
sen, the gold standard will prove
co be the most satisfactory ar¬

rangement.' I have had no cause
to change my opinion on the mat¬
ter."

Having made the mistake of
permitting the inclusion of the
full employment provision in £he
Charter, we should have been ex¬

tremely careful to provide safe¬
guards against the consequences

of full employment policies. The
usual consequences are monetary
inflation, quotas, exchange con¬
trols and restrictions of interna¬

tional trade.

The dangers arising from our
commitment under the ITO
Charter "to take action to attain
and maintain full employment"
are both international and domes¬
tic. Inasmuch as no one desires
co interfere with national policies
of other countries we should have
insisted that a country is free to
choose its policy for the imple¬
mentation of its full employment
policy provided it does not hurt
other countries by instituting
quotas and/or exchange controls.
This is about all we could and
should have requested from other
countries as a safeguard for free
trade without being accused oi
asking countries to "surrender
their national sovereignty."
The dangers to our domestic

picture arising from the inclusion
of the full employment provi¬
sion in the ITO Charter are of a

different nature, which is also
important to understand. I am
convinced, like all thoughtful
persons, I believe, that Employ¬
ment Act or no Employment Act,
our people will not tolerate wide¬
spread and prolonged unemploy¬
ment. This being my conviction,
one may wonder why I am argu¬
ing against Article 3,1 of the ITO
Charter from the point of view of
American domestic interests.

People in government seem to
think we have all the protection
we need in the Charter's qualifi¬
cation that the method a country
uses to attain and maintain full
employment shall be * "appro¬
priate to its political, economic
and social institutions." The same

people also assert that our obli¬
gation in the Charter is in line
with the U. S. Employment Act
of 1946. ' >

It is a fact that most people in
government, when they speak
about the Employment Act of
1946, take the position that that
Act has committed our govern¬

ment to use all its available re¬
sources to attain and maintain
full employment. The truth is
that the Employment Act of 1946
las not settled the issue of the
scope of the Act and the question
of its implementation. When the
Act was before the Senate, Taft
;ried to provide a safeguard
known at that time as the "Taft
Amendment." That amendment

required the President to submit
a tax program with his "job
budget" designed to eventually

erick Bradford of Lehigh Uni-' return to the Treasury funds
versity, author of one of the best- J spent in combating unemploy¬

ment. However, in conference!:
between House and Senate the
Bill was altered to such an extern
from the form in which it was

first proposed (in other words, the
Bill was watered down in its

scope), so that the Taft Amend¬
ment became unnecessary. At
least, this was the opinion of men
like Taft and others who fought
for putting safeguards in the Em¬
ployment Act of 1946. The main

safeguard which remained in the
Employment Act of 1946 is that
Congress declared that it is the
continuing policy and the respon¬

sibility of the Federal Govern¬
ment to use all practical means

"consistent with its needs ana

obligations and other essential
considerations of national policy.'
The safeguard is provided by the
sentence beginning with the words
"consistent with." When the

scope of the Employment Act is
discussed at present nobody men¬
tions any more this safeguard.
However, it is clear that we have
not yet settled the issue as to how
to maintain and attain full em¬

ployment without destroying our
economic system and freedom.
Whether we learn how to prevent
large-scale unemployment and at
the same time preserve freedom
will depend on what we Amer¬
icans do regarding labor unions
and on our fiscal and monetary

policies, and furthermore whether
our genuine and would-be states¬
men go to the trouble of learning
to understand monetary and eco¬
nomic problems (and particularly
monetary problems). We Amer¬
icans shall decide whether the
Western world maintains demo¬
cratic forms of government or
whether we are forced to totali¬
tarian forms of government, most
probably totalitarianism of the
left, particularly in the United
States.

. _

The Spencer Bill now in Con¬
gress is one of the bills which
tries to complete the job which
has been left undone in the Em¬
ployment Act of 1946. If and
when we get large-scale unem¬

ployment in our country (and
with the kind of politics we have,
and the lack of understanding of
monetary and economic problems,
chances are we shall get it pretty
soon) we shall be confronted with
the problem of facing the issue
squarely. At that time we shall
know whether we have some

good sense left, and whether we
know what to do and how to do
it, to have our economic system
operate without large-scale un¬
employment and yet avoid infla¬
tion and maintain our freedom.
The reasons for my objections

to Article 3 of the Charter are

therefore, I think, clear. We have
not yet settled among ourselves
by what means we are going to
implement the Employment Act
of 1946 without the risk of de¬
stroying our social-economic sys¬
tem and freedom. This issue will
be one of the most difficult ones,
one of the most momentous ones
in American history. I hate to
see international politics injected
in our domestic disputes at such
an inappropriate time when so
many people will be happy to
fish in troubled waters, and will
make a sensible approach to the
difficult problem more difficult,
if not impossible. Moreover, it is
extremely objectionable and dan¬
gerous to have all countries com¬
mit themselves in'the ITO Char¬
ter to "take action to achieve and
maintain full employment" be¬
cause for most countries it means
an American encouragement and
endorsement of national planning,
economic nationalism and social¬
ism to the detriment of interna¬
tional trade and peace.
Some officials of the govern¬

ment contend that not only does j
our commitment regarding full!
employment under the Charter
not go beyond the intent of Con-j
gress and the Employment Act of.

1946, but that the Charter, in its
Article 3,2 provides a valuable
restriction on the methods to be
used. This restriction is stipulated
as follows:

"Members shall seek to avoid
measures which would have the
effect of creating balance-of-pay-
ments difficulties for other coun¬

tries."

■, Now, officials of our govern¬
ment contend that this restriction
is an effective and desirable safe¬

guard for the United States. Un¬

fortunately, this assertion ,is incor¬
rect and aoes not square with tne
facts. As a matter of fact, the
safeguard provided by Article 3,2
is 'directed against the United
States and in favor of countries

indulging in socialistic planning
for full employment. The United
States is the only country among
the signatories of the Charter
which will probably not have any
balance of payments difficulties
in the foreseeable time, whatever
the other countries may do to im¬
plement their national full em¬

ployment policies. I maintain that
this safeguard is directed against
the United States because it is
directed against countries having
exports greater than imports, or

against countries which may have
an under-valued currency. Coun¬
tries indulging in socialistic full
employment policies are bound to
have constantly over-valued cur¬

rencies and therefore difficulties
with their exports. The situation
of the United States is such that
for the foreseeable time it is hard
to visualize it having an over¬
valued currency in terms of other
currencies, and furthermore it is
a fact that our general policies,
our industrial strength and effi¬
ciency have the result of expand¬
ing exports more than imports.
If there had been any fair play

in the negotiations of the Charter
and if we had been keen not to
compromise the chances of our
own economic system, Article 3,2
should have read (assuming that
we could not avoid the inclusion"
in the Charter of the full-employ¬
ment provisions):
"Members shall seek to avoid

measures which have the effect
of hurting other nations or of re¬

ducing international trade."
This language would have been

commendable and necessary as
will become clear when I discuss
Article 21,4(b). * ■

ARTICLE 21,4(b)
Article 21,4(b) provides:
"No Member shall be required

to withdraw or modify restrictions
which it is applying under this
Article* on the ground that a

change in such policies would ren¬
der these restrictions unneces¬

sary;"
Article 21,4(b) is a real funny

one on us and all other free trad¬

ing nations. It permits a country
to use means for maintaining full
employment which make it neces¬
sary (inevitably so if Keynesian
ideas are applied) to impose im¬
portation quotas, which means

creating unemployment elsewhere.
Furthermore, a country which
uses exchange controls or quotas
makes the restoration of free mul¬
tilateral trade impossible.

Besides, Article 21,4(b) facili¬
tates and makes possible the main¬
tenance of socialism in countries

which are experimenting with this
hybrid, unlivable system. It makes
this possible, at the expense of
the United States and at the risk
of undermining our own system
and peace. As long as foreign
countries use exchange controls
and quotas we shall not get free
trade, we shall not get a free con¬
vertibility of currencies, and it
will make impossible the restora¬
tion of an international gold
standard, even with the help of
the I. M. F. Countries which in¬
dulge in Keynesian policies will
necessarily have recourse to mon¬

* (Article 21, Restrictions to
Safeguard the Balance of Pay¬
ments).

etary inflation, controls and
quotas, and we shall get more and
more disorder in the currencies.
Finally, as a result, we shall get
economic nationalism and dicta¬
torships all over the world, and
war.

Article 21,4(b) has been buried
in Article 21 while it should have
had a special paragraph for itseli
printed in red letters.

The main dangers for a coun¬

try, for needing quotas and ex¬

change controls do not arise from
reasons given in Article 21,3(a)
but mostly from that indicated in
Article 21,4(b). Under Article
21,4(b) any nation can put quotas
as a result of wrong domestic pol¬
icies, and neither the ITO nor

the International Monetary Fund
can say or do anything about it.
Article 24 regarding the rela¬

tionship of i the ITO with the
I. M. F. refers explicitly to para¬
graph 3(a) of the Article 21 and
is not applicable to Article 21,4
(b). Therefore, the ITO Char¬
ter is undermining the obligation
of governments regarding the re¬
moval of persistent balance of
payment deficits subscribed to in
the I. M. F. I wish to make clear
that the I. M. F. cannot dispute
the right of a country to change
its exchange rate which may be¬
come necessary as a result of full
employment policies, but the I. M.
F. can, and it is its duty to, dis¬
cuss policies of governments
which result in the maintenance
of persistent balance of payments
deficits, making necessary ex¬

change controls and quotas. Even
after the adoption of the Havana
Charter, if it should ever be adopt¬
ed, the I.M. F.would have the same
obligations and rights; however,
Great Britain would be free to

impose quotas if we adopt the
'ITO Charter, thereby undermin¬
ing the obligation under the
I. M. F. because importation
quotas are a substitute to ex¬

change controls. The situation
which will be created by the ITO
Charter being that described
above, it is a mockery of the
public to have inserted in the
Charter Article 24,4 the provision
reading:
"Members shall not, by ex¬

change action, frustrate the intent
of the provisions of this section,
nor by trade action the intent of
the provisions of the Article of
Agreement of the I. M. F."

Be it mentioned that the de-
fenders of Article 21,4(b) usually ;
retort that any country is at
present free to put quotas. This
is true, but we have the right
to retaliate, a right which we
would give up under the Havana
Charter, for the simple reason
that there is no danger that our
country will have balance of pay-';
ments difficulties in the foresee¬
able future. It is only when a

country has low monetary reserves
or has balance of payments dif¬
ficulties (resulting chiefly from
wrong national economic, fiscal
and monetary policies) that a

country is free to impose quotas
and thereby to hurt the interests
of other countries, international
trade and peace; the U. S. A. how¬
ever will not have balance of pay¬
ments difficulties in the foresee¬

able future. One of the greatest
hoaxes in the discussion of the
Charter is the argument that the
request that a nation should re¬
move persistent balance of pay¬
ments difficulties (be it said in ;

passing, an obligation already
subscribed to in the I. M. F.) 13

in fact a request for "the sur¬

render of economic sovereignty
to an international organization"
(a statement made by Mr. Wilcox
in his speech before the Chamber
of Commerce of the United States

on June 15, 1948). The history
of the world is full of ; crimes

against international cooperation
and peace in the name of "sov¬
ereignty" but this is one of the

(Continued on page 50)
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Why the Havana ITO Charter Should Be Rejected
(Continued from page 49)

worst abuses of tne word I have
come across in my reading.
Mr. Clair Wilcox, in his book

on the ITO, on page 171, states:
"Tne Havana Charter, by con¬

trast, contains a long series of
specific commitments affecting
national policies."
A treaty of this kind is bound

to affect our national policies in
more than one way. However,
the one article which does not dic¬
tate any specific policy to a

country is the obligation under¬
taken by all the countries in the
I. M. F. to remove persistent bal¬
ance of payments deficits and ex¬
change controls; it is this objective
of the I. M. F. which the Havana
Charter would undermine. We
are not trying to mix into the do¬
mestic policies of other countries
as to how they should get "full
employment," if they have such a

policy. A country should be free
to adopt whatever- ^policies1 it
chooses provided it does not hurt
other countries. (Be it said in
passing, this is how liberty, and
even the sacred right to property
is usually understood.) It is our
right to ask from-any country
that whatever action it takes to

implement a "full employment"
policy, such action should not hurt
other nations. This is the only
request we make, which is sound
and reasonable, to which in fact
all the countries have already sub¬
scribed to in the I. M. F. and which

obligation would be undermined
by Article 21,4 (b). Therefore, as I
have already stated, in the chapter
dealing with Article 3, if there
had been any fair play in the
negotiations of the Charter, and
if we had been keen not to com¬

promise the chances of our own

system, Article 3,2 should have
read:

. "Members shall seek to avoid
measures (in domestic policies for
full employment)' which have the
effect of hurting other nations or
of reducing international trade."
It is clear, I think, that Article

21,4(b) is one of the most dan¬
gerous ones in the Charter for the
•preservation of our economic sys¬
tem and peace. Therefore, to use
the most moderate language I
possibly can, it is incredible that
the Guide to the Study of the
Charter published by the State
Department should not even men¬
tion Article 21,4(b) among the
key provisions of the Charter
which are enumerated in a sum¬

mary published as an introduction
to the , Guide. Worse yet, the
Guide gives the impression of re¬
ferring to Article 21,4(b) on page
12 under the title, "Quota Systems
for Monetary Purposes," thus mis¬
leading the reader. It is stated
therein that:

"Article 21 constitutes the major
exception to the rule of Article 20
against the use of quantitative
restrictions . . . however, ITO
must be consulted by the member
if any new quantitative restric¬
tions are imposed or if existing
restrictions are increased . . .

moreover, under Article 24 the
I.M.F. is given exclusive authority
to determine the facts about the

condition of the member's re¬

serves."

The above explanations should
make abundantly clear why this
statement is misleading. (Article
24 is not1 applicable to Article
21,4(b).)
Mr, Wilcox (and, I assume, the

StateDepartment) is perfectly
aware of the dangers of Article
21,4(b), On June 15, 1948, before
the United States Chamber of
Commerce, he made the following
statement:

"One serious weakness is this:
the International Trade Organiza¬
tion will have no authority to
intervene in the domestic policy
of any country in any way. This
means that a country may remain
in balance-of-payment difficulty
through*, bad domestic economic

measures and the International
Trade Organization will have no

power to correct the situation.
This is serious, since it means that
the period during which import
quotas are permitted may be pro¬
longed. But no nation on earth
is ready to surrender its economic
sovereignty, least of all the United
States. This country would not
have agreed to a provision which
would have given the Interna¬
tional Trade Organization power
to interfere with our domestic
policies. The Charter is thus
weaker than it otherwise would
be." (which evidently refers' to
Article 21,4(b), while he voids
calling it by its name), jln his

! book on the ITO Charter, on page

184, Mr. Wilcox in the chapter,
"How Serious Are the Escapes?"
makes the following false and
misleading statement:
"In the case of the balance of

payments escape, the broadest of
the four, the ITO, must accept the
determination of the I.M.F. and
the interests of the United States

will be safeguarded by the heavy
weight of its vote in the Fund."
The fact is, as shown above, that

the I.M.F. cannot do anything
about Article 2l,4(b). Quite to the
contrary, Article 21,4(b) under¬
mines whatever good work the
I.M.F. might be able and might
deside to do, to restore freedom of
international trade and free con¬

vertibility of currencies.
It is also disquieting to discover

that the report on the ITO pre¬

pared by Representatives Fulton
and Javits for the Committee on

Foreign Affairs does not speak
about Article 21,4(b). It deals
with it just like the Guide of the
State Department, and it is as

misleading.

ARTICLE 6

In my book, "The Economic
Munich," which deals withf full-
employment policies and with the
ITO Charter, I have raised the
question: "Why Article 6 in the
ITO Charter?" Article 0 is based
on the theory that a serious or

abrupt decline in foreign demand
may exert deflationary pressure
on a member's economy, and it is
asserted that members may need
"to take action, within the provi¬
sions of this Charter, to safeguard
their economies against inflation¬
ary or deflationary pressure from
abroad." Commenting on this
article, Mr. Wilcox in his book on
the ITO Charter, page 138, states:
"The Organization is therefore

directed to take these facts into
account 'in the exercise of its
functions under other articles'

(6). This injunction may afford a
basis for argument when an ap¬

plication for an exception, under
some other provision of the
Charter, is made. But it adds
nothing in the way of substance:
no new escape is provided; no new

power of release is conferred."
For reasons which I shall ex¬

plain later, I do not share Mr.
Wilcox's opinion that "no new es¬

cape is provided; no new power
of release is conferred." The re¬

port on the Charter made by
Representatives Fulton and Javits,
referring to Article 6, states:
"Article 6, safeguards against

pressures from abroad: This states
that the Organization shall have
regard to the need of members to
take action consistent, with the

Charter to protect their own econ¬

omies against consequences of
economic imbalance abroad. An
inevitable question is whether this
article has implications broader
than the terms of Article 21 of
the Charter, which deals with spe¬
cial measures which a member is
entitled to take in the face of eco¬
nomic stringency. A reasonable
interpretation of the Charter cer¬
tainly justified the conclusion that
Article 6 is merely declaratory of
what the Charter says elsewhere.
An explicit statement of this in¬

terpretation in the instrument by

which this government ratifies the
Charter would be prudent." ,

As I said in my book, this is one
of tne most mystifying articles in
the Charter, and Congressmen
Fulton and Javits are to be com¬

mended lor insisting that it be
clarified. There is nothing which
a country may wish to do when it
has balance of payments difficul¬
ties which it is not already al¬
lowed to do by other provisions
than Article 6 either in the ITO or

in the I.M.F. Then, the obvious
question is, why did the British
insist strenuousfy that Article 6
be inserted in the Charter? If
Article 6 did not provide any new

escape or any1 new power of re¬
lease, why Article 6 in the
Charter, and why did the British
insist so much on it? Before I

give my answer to this myste¬
rious question I wish to draw at¬
tention to the criticism of the
Charter published by the Interna¬
tional Chamber of Commerce in
Brochure No. 124. The British
National Committee took excep¬

tion to the criticism of Article 6
(Article 7 in the Geneva Draft)
and insisted that the ICC insert ir
Brochure 124 a dissenting opinior
which reads:
"The British National Commit¬

tee dissents from Paragraphs 36
and 37 of the Report. It shares
the opinion expressed in Para¬
graph 37 that ill-considered ac¬
tion to restrict imt>brts, (in the
circumstances envisaged in Arti¬
cle 7 (Article 6 in the Havana
Draft) would 'aggravate and per¬

petuate the depression.' It holds,
nevertheless, that the Charter
should give formal recognition to
the fact that countries may, in
the interests of their domestic

stability, be forced to take action
in order to protect themselves
from balance of payment difficul¬
ties resulting from deflationary
pressure, from abroad. In the cir¬
cumstances envisaged quantitative
restrictions might well be lest
detrimental to the aggregate vol¬
ume of international trade thar
the alternatives of either internal
deflation or devaluation."

The criticism of the provisions
of the Charter published by the
ICC in Brochures 106 and 124
are numerous and devastating.
Yet the only criticism to which
the British National Committee
insisted on inserting a dissenting
opinion was the criticism of the
ICC on Article 6. If, as Mr.
Wilcox contends, this article does
not provide any new escape, one
really wonders why the British
National Committee has requested
with great vigor that its dissent¬
ing opinion be inserted in Bro¬
chure 124.
As stated in my book, "The Eco¬

nomic Munich," there is a con¬
nection between Article 6 and the

interpretation of "fundamental
disequilibrium" requested in 194b
by the British Government from
the I. M. F. In my opinion, the
1. M. F. committed a mistake in

giving this interpretation. My
book explains fully why I think
that the I. M. F. has made a mis¬
take in its interpretation of "fun¬
damental disequilibrium" and why
that interpretation is particularly
dangerous not only for the United
States, but for the entire world.
That interpretation is based on an

inadequate diagnosis of the 1929
depression. Anyone interested in
this subject may refer to my
book for further enlightenment.
I wish, however, tq make clear

why, in my opinion, the British
have insisted so much on the in¬
clusion of Article 6 in the Char¬
ter. The request of the British
for Article 6 in the Charter is
based on the theory that if the
United States should go into a

depression, Great Britain may
wish to isolate her economy from
the possible effects of such a de¬
pression. Now, the interpretation
of "fundamental disequilibrium"
given hy the I. M. F. at the re¬

quest of the British Government,
would permit Great Britain to
devalue her currency unilaterally
in case of a depression in tne
United States, (it is significant
and even disquieting that such
an interpretation snould have
been requested from the I. M. F.
in 1946 right at the start of the
1. M. F. and when the negotiations
on the ITO Charter began.) If
Great Britain were allowed, un¬
der such assumed conditions of
a depression, to devalue her cur¬

rency unilaterally, she might not
have sufficient cause under the
other provisions of the Charter to
impose quotas, which are an al¬
ternative to exchange controls and
which would have to be removed

under the I. M. F. after 1952. It

seems, therefore, that Article 6
provides a new escape for impos¬
ing quotas which Great Britain
might not be able to impose un¬
der the other provisions of the
ITO Charter in case of a de¬

pression in the United States.

Conclusion y

Based on the known facts, my
conclusions regarding Articles 3;
21.4(b), and 6 are the following:
Article 3. We should have pre¬

vented the inclusion of this arti¬

cle in the Charter, and if we
couldn't prevent it we should
have at least provided proper

safeguards.
Article 21,4 (b) should never

have been accepted by us. The
negotiators of the Charter knew
that it was all wrong, but they
didn't have the necessary fighting
spirit to say "no" to this funda¬
mental and dangerous provision
of the Charter.
Article 6 should not have been

accepted by the U. S. A. Unless
I am completely mistaken, it is

my impression that our negotiators
were not aware of the reasons

why the British insisted on Article
6, and therefore have not ap¬
praised its consequences, which
should have been appraised in
conjunction with the interprets
tion of "fundamental disequilib¬
rium" given by the I. M. F. in
1946 at the request of the Britisn
Government. / ; ' *
•

... it if- •, .. ,. ...

I do not wish to leave a mis-

leading impression regarding
Great Britain in this criticism of
the ITO Charter. I - maintain
that we have lacked vision and

statesmanship in not helping Great
Britain adequately to make it
possible for. her to restore the free
convertibility of her currency and
resume free rhultilateral trade.
Therefore I do not blame the
British for the escapes they have
requested to be inserted in. the
ITO ; Charter. If I had . been
the British negotiator I would
have done the same thing . . . if
I had had the wits. As the Char¬
ter stands it will never accom¬

plish its aims if only for the rea¬
son that no restoration of free
multilateral trade is conceivable
as long as Great Britain has not
restored the free convertibility of-
her currency, and sire is not able
to do so mainly on account-ef the
$14,000,000,000 debt, in the form
of demand deposits which accu¬
mulated in the British banks as

a result of huge sacrifices Great
Britain had to make during the
war. Therefore, as mainly for po--
Jitical reasons, there is no meeting
of minds possible between the
U. S. A. and Great Britain on4
the fundamental questions of free
convertibility of currencies -and
free international trade, the best'
thing to do is to reject the Charter.

American Industry Worth
More Dead Than Alive
(Continued

value, at least that is what the
market value of the common

stocks say. The common stock of
the average oil company sells for
about 75% of book value.

, I think we can agree that the
insurance industry is a health}
one. Yet most leading companies
sell for considerably less tear,
their conservatively stated liqui¬
dating values which again gives
no value to physical properties
operating organizations, know
how or their priceless trade
names. Examples taken at ran¬

dom show that Travelers sells for

only about 70% of its liquidating
value, and Aetna (fire) for ap¬

proximately 65%. Virtually all
insurance companies are wort
more in liquidation than as goin;
concerns and none can be replaced
at anything like the present mar¬
ket appraisal of their capita!
stocks. A small company that wat
just liquidated was worth to its
owners about 50% more dead than
live.

The Steel Industry
"

The steel industry is no excep¬
tion. A company such as Bethle¬
hem Steel has spent $435 million
for additions and improvements
since 1941, increasing its debt onlj
$600,000. This $435 million equals
about $45 per share of common.
However, the book value of th(
common stock is "only $58 per

share, an increase of $13 a share.
Estimated net working capita!
alone is $27 million more than
thfc par value of outstanding bonds
and preferred stock. The pai«
value of bonds and preferred stock
added to market value of common
stock gives a value of $564 million
to ; all of Bethlehem Steel's out¬
standing securities. If from fin¬
is deducted its net working capital
of'$328 million, a figure of $236
million is left. This figure repre¬
sents the approximate value the
market places on the physical
properties and good will of this
great company. This valuation

from page 3)

equals $17 per ton of ingot ca-,

paeity and you may be snocked
to know that new ingot capacity,
costs $200 or more a ton and that,
it cost about $90 a ton before the
war. . . , !
Many retail trade companies

sell below their book values with
no value for good will, which is of,
considerable importance in this
business of limited property in¬
vestment. Montgomery . . Ward,
sells for approximately $8 less
than its net working capital after
deducting senior charges. In this
case, the warehouses and other
physical properties are thrown in
for nothing.
The textile industry has not,

been one to hold investor confi¬

dence, but in the last few years ,

many companies have put back
into property more than their
equities sell for and I can think

,

of one company that, in addition,'
has net working capital of more
than the market value of its com¬

mon stock. . v !
The common stocks of the lead¬

ing alcoholic beverage companies
sell at or substantially below
their book values and net working
capital positions, .the latter after
deducting debt. .A realistic valu¬
ation of inventories would • raise
these book values materially. •

Banks Below Book Values V

Since I am associated with a

great banking institution, .let . us

survey this industry. All leading?
New York City banks are selling
substantially below book values
with several selling for less than
70% of their stated book values,
not to mention the other sizable
values not shown on the states
ments. As proven in the case of a
smaller New York City bank re¬

cently liquidated, it was worth
44% more "dead than alive."
I think you can appreciate from

the wide range of industries and
companies chosen that' the pattern
of; subnormal relationships of
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market values to real values is.
widespread and as I previously
observed, just not applicable tc
one or two sickly, industries or

"companies as was the case ; a

decade or two ago. //V'1 - . V
Time does not permit me to ex¬

plore with you tne causes of this
phenomena, but it is obvious that
they are: related to the events of
the last decade or so, the environ¬
ment faced by capital in this pe¬
riod and, rigntly or wrongly, they
reflect the public's cold evaluation
of future trends. It is equally ob¬
vious that continuance of these
relationships would suggest a
siovv undermining of American
industry or rather the free enter¬
prise system which cannot live
and grow without equity capital.
Just how long can we reasonably
expect stockholders to make funds

available for plant expansion and
new enterprise when the invest-

me nt immediately becomes worth
a fraction of its value in terms of
the quoted value of the owner¬

ship, the common stock? In view
of these relationships, how much
longer can management justify to
the owners of the business (the
stockholders—large and small)
the retention and plowing back
into plant of the bulk of earn¬

ings?
In my judgment, the very foun¬

dation of the private capitalistic
system will be undermined by
these relationships, if they con¬
tinue. In the long run these rela¬
tionships force management to
face an impossible dilemma. First,
the supply of new equity capital
gradually dries up, leaving man¬
agement the awkward choice of

curbing expansion and improve¬

ments, of financing with fixed
debt or of impounding the bulk
of earnings. Of $5.6 billion o'

new capital raised in 1948, only
aPout i.4.% vvas equity - capital
which speaks for jtself. In 1947,.
only 38% of corporate earnings
were paid out as dividends and 1
imagine a comparaoiy low ratio
existed in 1948. Question! Is it
fair or to the stockholders' best
interest ;to continue to impound
the bulk of earnings . when the
impounded money immediatelj
becomes worth considerably less
when invested in the business?
On the other hand, not to expand
or improve plant involves the
company's competitive position
and the public interest. The lat¬
ter holds the threat of government
action either in the direction of

making the needed funds avail¬
able to the company or its com¬

petitors or in the form of direct

competition, the recent threat by
the Administration to build steel

plants being indicative.
However, the stockholder in

turn faces ,a dilemma because of

'•double taxation" on corporate
earnings paid out as dividends.
As dividends are taxable to the

individual,(the earnings paid out
by corporations shrink in value
the same as they did when im¬
pounded by the company.

From the investor's point of
view, the relationships of market
values to real values are both re¬

assuring and disturbing.. Dis¬
turbing in their long-term impli¬
cations; disturbing because the
investor has been harassed by
great inflationary forces, but si¬
multaneously other great forces
have been at work to prevent
common stocks from giving hold¬
ers the benefits and protection
which have historically been
theirs. Reassuring because of the
good relationship to real values;

reassuring i because the economic
value of the businesses is such as

to virtually guarantee a good
level of earning power and divi¬
dend-paying ability under reason¬
ably normal conditions and once
some of. the abnormalities now

present subside; reassuring be¬
cause it would be well nigh im¬
possible for the country to have a

high level of business activity and
national income without American

business participating and devel¬
oping a good level of earnings.
Investor confidence is at a low

ebb and this is not a good thing
for the country. I have endeav¬
ored to touch briefly on one se¬
rious aspect of the situation. In
closing, I would like to say that
it seems to me it is time for some

straight thinking by all of us lest
"The Great American Industrial

Tragedy" which has been mainly
the concern of management and
the investor, becomes the regret
of the nation.

in
• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

. Aeronautical. Securities, Inc.* New York
March 31 filed 200,000 shares, of-common stock. Distribu¬
tor—Calvin .Bullock, New:.T.ork.-/Proceeds—For invest-

'Price at market.

V Alabama Gas Corp., Birmingham, Ala.
..-.March 29 filed $6,000,000 first mortgage bonds, series A,

• due-1971. Underwriters—To be determined through com-
-u.-petitive bidding. Probable, bidders? Halsey, Stuart & Co.

- .Incv White,'Weld & Co., Kidder, Peabody & Co. and
. Stone & Webster Securities Corp. (jointly); The First
-. .Boston Corp.; Salomon Bros. & Hutzler and Equitable
.Securities Corp. (jointly). Proeeeds—To pay off $4,000,-
-..000 23-4% notes and the-balance for construction and

working capital. , • ///•//'
-

• Allied Western Oil Corp., New York
19 (letter of notification) 1,200 000 shares of common

</.stock (par lc). Underwriter—Atlantic Securities Co.,
. New York. Price—25c per share. Acquisition of oil
leases, properties, drilling, etc.

American Loan &- Finance Co., Hamilton, Ohio
'/March 21 (letter of notification) 2,000 shares of 5% par-
■ ticipating, non-accumulative preferred and $100,000 of
* 4% five-year subordinated notes. No underwriter. For

. • future expansion.
American Oil Explorers, Inc. (4/18)

/, March 17 filed 5,000,000 shares of common stock (lc
'

par). Underwriter—Tellier & Co., New York. Offering
; —Stock will be offered at $1 per share. Stock purchas-
: ers will receive a fully paid up life insurance policy
. equal to the amount' they pay for stock. The purchases
must amount to not less than $250 nor more than $2,000.

, - Pjrocecds—To purchase life insurance policies and for
. working capital to provide .funds for oil-exploration and
development. Expected about April 18.

:•American Research & Development Corp. /
(4/18-23)

■ March 30 filed 166,500 shares ($1 par) common stock,
v to be offered at $25 per share. Underwriters—Estabrook

Co. and Harriman, Ripley & Co. Proceeds—For gen-
j" oral corporate purposes. ». * . /

American Steel & Pump Corp.
*7 Sept. 21 filed 200,000 shares ($2 par) convertible class A
itock. Underwriters—Herrick, Waddell & Reed, Inc. and
Sills/Minton & Co., Inc. Price—$8 per share. Proceeds
—To retire indebtedness and for working capital. Fi¬
nancing plan may be revised. > - ,

'• Anaconda Lead & Silver Co., Denver, Colo.
April 1 (letter of notification) 50,000 shares of capital
stock..(par $1). Price, par. No underwriter. For oper-/

- ating expenses. . t

Argus, Inc., Ann Arbor, Mich. 7

"Nov. 1 filed 115,315 shares ($10 par) 5!/2% 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 3/2 shares

." of 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.

New York Boston Pittsburgh Chicago

Philadelphia San Francisco Cleveland

Private Wires to all offices

Arkansas Power A Light Co. (4/26)
March 18 filed $8,300,000 sinking fund debentures, due
-1974. Underwriters—Names to be determined through
/competitive bidding. Probable Bidders: Halsey, Stuart
& Co. Inc.; White, Weld & Co.; The First Boston Corp.;
Lehman Brothers and Stone & Webster Securities Corp.
-(jointly); Equitable Securities Corp.; Union Securities
Corp. Proceeds—Reimburse treasury for funds expended
in property additions, etc. Expected about April 26.

f B/G Foods, Inc., Chicago, III.
/March 30 (letter of notification) 25,000 shares of class A
($10 par) common. Price—$11.25 per share. Under¬
writers—Straus & Blosser; Link, Gorman & Co.; Sills,
Fairman & Harris, Inc.; Holley, Dayton & Gernon; Ames,
Emerich & Co., Chicago; Irving J. Rice & Co., Inc., St.
Paul, Minn.; Howard Labouisse, Friedrichs & Co., New
Orleans, La.; Griffin & Vaden, Inc., Raleigh, N. C.;
Emanuel, Deetjen & Co., New York.

Te«en**one Co. of Pennsylvania (4/12)
March II filed $25,000,000 25-year debentures, due April
15, 1974. Underwriters—Names to be determined through
competitive bidding.--Probable bidders: Morgan Stanley
& Co/ Halsey, Stuart & Co. Inc.; The First Boston
Corp.; White, Weld & Co. and Union Securities Corp.
/(jointly). Proceeds—To be applied toward repayment
of advances from American Telephone & Telegraph Co.
; (parent). Bids—Bids for purchase of the debentures will
be received at Room 2315, 195 Broadway, New York, up
to 11:30 a.m. (EST) April 12.

• -Boyle Royalties Co., Los Angeles, Calif.
March 29 (letter of notification) $82,500 4% unsecured
promissory notes, series A, and 412 V2 shares of capital
stock (par $1). Price—$1 per share. No underwriter. For
oil drilling and other corporate purposes.

Bradshaw Mining Co., Tonopah, Nev.
Oct. 8 (letter of notification) 1,500,000 shares (5c par)
:ommon 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.

- Brunswig Drug Co.,-Vernon, Calif.
March 15 filed 24,000 shares ($4 par) common stock.
Underwriter—William R. Staats Co. Proceeds—To sell¬
ing stockholders.

• Bulova Watch Co., Inc., N. Y.
March 29 (letter of notification) 9,375 shares of common
stock (par $5).- To be offered employees at $32 per share.
Offer ^expires1 April 30, 1949.

T ;,/C. i; T.>Financial Corp. (4/13)
March SP.filed $50,000,000 debentures, due April 1, 1959.
Underwriters—Dillon, Read & Co. Inc.; Kuhn, Loeb &
Co.; Lehman Brothers. Purpose—Working capital.

/ California Life Insurance Co., Oakland, Calif.
March 18 (letter of notification) 15,000 shares ($5 par)
class A capital stock. Price—$10 per share. No under¬
writer. - To raise additional capital and surplus.

Cambridge (Mass.) Electric Light Co.
March 29 filed $2,750,000 25-year notes, series A, due
1974. Underwriters—To be determined through com¬

petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Harriman Ripley & Co.; The First Boston Corp.;
Kidder, Peabody & Co.; Otis & Co. Proceeds—To fund
presently outstanding borrowings.

. Chace Industries. Inc., West Chester, Pa.
March 7 (letter of notification) 68,000 shares of 6% non-
cumulative preferred stock (par $4) and 68,000 shares of
common stock (par 100). Underwriter—De Witt Invest¬
ment Co., 910 West St., Wilmington, Del. To be offered
in units of one share of each. Building of factory, install¬
ing machinery, working capital.

• Chicago & Southern Air Lines, Inc.,
Memphis, Tenn.

March 29 (letter of notification) 5,000 shares of common
stock. Price—About $10 per share. No underwriter. To
increase capital.

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

j share. Working capital, etc. .
'

, ' ' ' •' ■ • • • • ' \■

Climax (Pa.) Fire Brick Co.
. March 25 (letter of notification) $225,000 first mortgage
and collateral trust 5% bonds, due April 1, 1951-1957.
Underwriter—S. K. Cunningham & Co., Inc., Pittsburgh,
Pa. Price: 98 to 100, according to maturity. Funding
of indebtedness.

Coleraine Asbestos Co. Ltd., Montreal, Canada
Aug. 16 filed 200,000 shares of capital stock. Price—
50 cents per share in Canadian Currency. Underwriter
—P. E. Frechette. Proceeds—For drilling operations.

Commonwealth Edison Co., Chicago, 111.(4/12))
March 16 filed $50,000,000 sinking fnd debentures, due
April 1, 1999. Underwriters—Names to be determined
through competitive bidding. Probable bidders: Halsey,

i Stuart & Co. Inc.; The First Boston Corp.; Glore, Forgan
& Co. Proceeds—For working capital, construction costs.
Bids—Bids for the purchase of the debentures will be
received by the company at Room 1832, 72 West Adams
Street, Chicago, up to 9:30 a.m. (CST) April 12.

Connecticut Light & Power Co. (4/20)
March 28 filed 200,000 shares (no par) preferred stock.
Underwriters—Putnam & Co., Chas. W. Scranton & Co.
and Estabrook & Co. Proceeds—For construction. Ex¬

pected about April 18.

• Consolidated Caribou Silver Mines, Inc., N.Y.C.
March 30 filed 376,250 shares (no par) common stock.
Price—$2.50 per share. An additional 60,000 shares will
be sold to the underwriters. Underwriters—By amend¬
ment. Proceeds—To develop mining properties.

Continental Engineering Co.
Jan. 2tt (letter of notitication) t>00,000 shares of common
stock (par 50c). Price par. Underwriter—William C.
Hitchman Co., New York. For equipment and expenses.

• > Coulee Dam (Wash.) Stores, Inc.
March 24 (letter of notification) 5,000 shares of common
(par $10) . Price, par. No underwriter. To erect building.
• Detroit (Mich.) Sulphite Pulp & Paper Co.
April 1 (letter of notification) 1,000 shares ($10 par)
common. Price—$15.50. Underwriters—Wm. C. Roney &

- Co. and Ferriss Wagner & Miller. Proceeds to selling
stockholder.

Dodge & Cox.Fund, San Francisco, Calif.
March 28 filed 17,000 beneficial shares. Underwriter-
Dodge & Cox. Proceeds—For investment.

Equity Fund, Inc., Seattle, Wash.
March 29 filed 400,000 common shares (par 200). Under¬
writer—Pacific Northwest Co. Proceeds—For investment.

Financial Fund, Inc., Seattle, Wash.
March 29 filed 100,000 shares of common stock (par 100).
Underwriter—Financial Management Corp. Price, at
market. Proceeds—For investment.

(Continued on page 52)
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NEW ISSUE CALENDAR
April 11, 1949

Hotelevision Corp.___ -Class A Stock
Mississippi Power Co., 11 a.m. (EST)- --Bonds
Ohio Public Service Co., 11:30 a.m. (EST)-—Bonds

April 12, 1949
Bell Telephone Co. of Pa.

* 11:30 a.m. (EST)— .. - —Debentures
Commonwealth Edison Co. . "
9:30 a.m. (CST). —Debentures

Illinois Power Co., 11 a.m. (CST) Preferred

> ' 1 April 13, 1949
C. I. T. Financial Corp — Debentures

April 14, 1949

Tracerlab, Inc. -Common

April 18, 1949
American Oil Explorers, Inc -Common
American Research & Development Corp.-Common

April 19, 1949
San Diego Gas & Electric Co.
3:30 a.m. (PST) —--Preferred

Toledo Edison Co.- Bonds

April 20, 1949
Connecticut Light & Power Co Preferred

April 22, 1949
Merck & Co., Inc. Preferred

April 25, 1949
Texas Electric Service Co —Bonds

April 26, 1949
Arkansas Power & Light Co Debentures
Kansas Power & Light Co Bonds

May 2, 1949
Utah. Power & Light Co.— Bonds

May 5, 1949
Rochester Gas & Electric Co.—Bonds & Preferred

May 10, 1949
Public Service Electric & Gas Co.— —Bonds

(Continued from page 51)
First Springfield Corp., Springfield, Mass.

Feb. 28 (letter of notification) 5,471 shares of common
capital stock. Underwriter—D. J. St. Germain & Co.,
Springfield, Ohio. Additional working capital.

Frontier Refining Co., Denver, Colo.
March 7 filed $600,000 5% first mortgage bonds, series
of 1949, $150,000 of 5V2% debentures, due March 1, 1954,
and 5,000 shares of 7% cumulative preferred stock ($100
par). Underwriters—Peters, Writer & Christensen, Inc.,
and Sidlo, Simons, Roberts & Co., Denver, Colo. Pro¬
ceeds—To be added to general funds to retire current
hank loans and for other purposes including the expan¬
sion of facilities.

Gauley Mountain Coal Co., New York
Jan. 19, filed 10,666 shares of capital stock, of which
1,381 shares will be sold in behalf of the company and
9,285 shares will be sold by Norgreen Associates Inc. and
others. Underwriting — None. Proceeds— Company will
use its proceeds for additional working capital.
• General Panel Corp. of California, Burbank,

Calif.
March 31 (letter of notification) 55,500 shares (no par)
common. Price—$1 per share. No underwriter. For
general working capital.

Glauber B%rass Inc., Kinsman, Ohio
March 14 (letter of notification) $150,000 5% first mort¬
gage bonds, due March 15, 1961. Underwriter—The Ohio
Co., Columbus, Ohio. Proceeds—To retire bank loan
and provide additional working capital.

Heidelberg Sports Enterprises, Inc.,
Pittsburgh, Pa.

June 25 filed 5,000 shares of class B common stock (par
$100). Price—$100 per share. Underwriter—None. Pro¬
ceeds—$600,000 to be used for spectator grandstand and
balance for related purposes.

Korwood Lake Gold Mines Corp.
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 of
mining properties.

Hotelevision, Inc., L, S. City (4/11-15)
Nov. 3 filed 480,000 chares (par 25b) class A stock. Un¬
derwriter — Cantor, Fitzgerald & Co., Inc., New York.
Price—$1 per share. Proceeds—To develop, exploit and
distribute a television innovation. Expected week of
April 11.

Idaho-Montana Pulp & Paper Co., Poison, Mont.
Nov. 23 (by amendment) 258,675 shares ($10 par) com¬
mon. t stock to be offered at $10 per share and 20,020
share? to be issued in exchange for $170,200 first mort¬
gage bonds,, Underwriter—Tom \G. Taylor & Co.. Mis¬
soula, Mont. Proceeds—To erect and operate a bleached
sulphate pulp mill with a 200-ton per day capacity.

• Idaho Power Co., Boise, Idaho "

April 5 filed 10,000 shares ($100 par) 4% preferred and
200,000 shares ($20 par) common stock. Underwriters—
Blyth & Co., Inc.; Lazard Freres & Co. and Wegener &
Daly Corp. will underwrite common; Wegener & Daly
Corp. will also sell preferred. Proceeds—To finance
construction and repay short-term borrowings.

Illinois Power Company (4/12)
March 2 filed 200,000 shares ($50 par) cumulative pre¬
ferred stock. Underwriters—Names to be determined by
competitive bidding. Probable bidders include Blyth &-
Co., Inc.; The First Boston Corp.; W. E. Hutton & Co.
Co./ Inc.; The First Boston Corp.; W. E. Hutton & Co.;
Merrill Lynch, Pierce, Fenner & Beane. Proceeds—To
pay off about $10,000,000 of short-term bank loans. Bids
—Bids for purchase of the stock will be received at
Room 1567—231 So. La Salle Street, Chicago, up to
11 a.m. (CST) April 12.
t Indianapolis (Ind.) Paint & Color Co.
March 30 (letter of notification) $300,000 5% sinking
fund debentures. Underwriter—City Securities Corp.,
Indianapolis, Ind. Proceeds—To buy about 1,864 shares
of common stock new owned by Union Trust Co.

• Investors Syndicate of America, Minneapolis
March 31 filed $104,012,500 of certificates in five series.
Distributor—Investors Diversified Services, Ino., Min¬
neapolis.

Kansas Power & Light Co. (4/26)
March 25 filed $10,000,000 first mortgage bonds, due
1979. Underwriters—Names to be determined through
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; White, Weld & Co.; Glore, Forgan & Co.; Equit¬
able Securities Corp.; Blyth & Co., Inc.; Union Securities
Corp.; The First Boston Corp. Proceeds—To reimburse
company's treasury for capital expenditures and for
meeting, in part, the costs of future capital expenditures
and for other corporate purposes. Expected April 26.

• Kentucky & West Virginia Power Co.,
Ashland,. Ky.

March 31 filed $10,000,000 first mortgage bonds, due 1979.
Underwriters—Names to be determined through competi¬
tive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Glore, Forgan & Co. and Lehman Brothers (jointly);
Union Securities Corp., Harriman Ripley & Co. and Kid¬
der, Peabody & Co. (jointly); Shields & Co. and Salo¬
mon Bros. & Hutzler. Proceeds—To repay loans for con¬
struction and apply toward further construction expen¬
ditures.

Las Vegas (Nev.) Thoroughbred Racing Assn.
Jan. 25 filed 500,000 shares 6% cumulative preferred
stock (par $5) and 500,000 shares common stock (no par).
Underwriting—None. Offering—To be sold in units of
one share of each at $5 per unit. Proceeds—To purchase
land and construct racing plant and for working capital.

Liggett & Myers Tobacco Co.
March 21 filed 784,235 shares of common stock (par $25).
Underwriting—None. Offering—To be offered for sub¬
scription by stockholders of record April, in ratio of
one new share for each four shares held. Rights expire
April 29. Proceeds—To reduce short-term notes out¬

standing under company's credit agreements. 'M:A-
• Livingston Mines, Inc., Seattle, Wash.
March 24 (letter of notification) 1,000,000 shares (100
par) common. Price—250 per share. Underwriter—John
D. Heffernan. For corporation expenses.

Mayflower Co., Salt Lake City, Utah
March'14 (letter of notification) 100,000 shares (lc par)
common. Price, 10 cents per share. Underwriter—The
Cromer Brokerage Co., Salt Lake City. To liquidate
debts and provide funds for operating expenses.
• Merck & Co., Inc., Rahway, N. 1. (4/22)
March 31 filed 70000 shares (no par) cumulative con¬
vertible second preferred stock. Underwriting—Goldman
Sachs & Co. and Lehman Brothers, New York. Proceeds
—For capital expenditures', working capital and other
corporate purposes.

Minneapolis (Minn.) Gas Co.
March 30 filed 109,039 shares ($1 par) common stock.
Offering—To be offered stockholders at rate of one ad¬
ditional share for each 10 shares held. Underwriters—
Names to be supplied by amendment. Proceeds—To pay
off $750,000 of bank loans and to finance additions to its
utility properties.

Mississippi Power Co., Guifport, Miss. (4/11)
March 11 filed $2,000,000 30-year first mortgage bonds.
Underwriters—Names to be determined through com¬
petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Kidder, Peabod.y & Co.; Equitable Securities Corp.;
Otis & Co.; Shields & Co.; The First Boston Corp.;
Carl M. Loeb, Rhoades & Co. and E. H. Rollins & Sons,
Inc. (jointly). Proceeds—For construction. Bids—Bids
for the purchase of the bonds will be received at office
of Commonwealth & Southern Corp. (N. Y.), 20 Pine
Street, New York, up to 11 a.m. (EST) April 11.
© Mississippi River Fuel Corp., St. Louis, Mo.
March 30 filed 327,610 shares ($10 par) common capital
stock. Offering—To be offered for subscriptions by
stockholders of record April 12 at the rate of one new

share for each 12 shares held. Underwriter—Union Se¬
curities Corp., New York. Proceeds—For general cor¬
porate purposes.

Monarch Machine Tool Co.

Sept. 13 filed 26,000 shares of common stock (no par).
Underwriters—F. Eberstadt & Co., Inc. and Prescott,
Hawley, Shepard & Co., Inc. Proceeds—Stock being sold
by certain stockholders. Offering indefinitely postponed.

Murphy Ranch Mutual Water Co., Whittier,
California

March 21 (letter of notification) 1.118 shares of common
stock to be sold at $9.18 per share. Underwriter—San

Gabriel Development Co. For capital additions and ex¬
tensions.

,

• Nation-Wide Securities Co., Inc., New York
March 31 filed 300,000 shares of capital stock. Distributor
—Calvin Bullock. New York City. Proceeds—For in¬
vestment. Price at market. ♦

• National Academy of Fine Arts, Inc.,
Arlington, Va.

March 29 (letter of notification) 640 shares of preferred
(par $50), 168 shares of common and $52,000 of unse¬
cured 5% debenture bonds. No underwriter. To pur¬
chase equity in property to house the academy to be
conducted by the corporation. , '/
• National Distillers Products Corp.
April 5 filed $40,000,000 sinking fund debentures, due
April 1, 1974. Underwriters—Glore, Forgan & Co. and
Harriman Ripley & Co. Inc. Proceeds—Prepayment of
$25,000,000 21/2% promissory notes; prepayment of $6.-
000,000 short-term bank loans and balance, together with
other funds, to finance cost of construction by National
Distillers Chemical Corp. (subsidiary), of a metallic so¬
dium and chromium plant at Ashtabula, Ohio.

Nielsen Television Corp., New York
Feb. 24 (letter of notification) 4,000 share of 6% cumula¬
tive non-convertible preferred stock (par $25) and 10.000
shares of common stock (par 250). Underwriter—Charles
H. Drew & Co., New York. Offering—To be offered in
units of one preferred share and V-k common shares at
$25,625 per unit. Capital requirements.

Noranda Oil Corp.
March 21 (letter of notification) 136,381 shares of com¬
mon stock ($1 par). Underwriters — Aetna Securities
Corp. and W. T. Bonn & Co. Price, market. Corporate
purposes,

^

• North American Postal Buildings Corp.,
.•/■v/vvf Clayton, Mo. '-ill /'A.

March 31 (letter of notification) $71,700 first mortgage
6% sinking fund gold bonds. Underwriter—None. Se¬
curities will be deposited to bring certain changes in the
mortgage deed of trust.

Northern Natural Gas Co., Omaha, Neb.
March 9 filed 406,000 additional shares ($10 par) com¬
mon. Offered—Offered to common stockholders of record
March 30 at rate of one new share for each five held
at $29.50 per share. Rights expire April 18. Underwrit¬
ing—N«ne. Proceeds—For construction and to replenish
working capital.

Ohio Public Service Co. (4/11)
Feb. 23 filed $10,000,000 first mortgage bonds, due 1979,
Underwriters—Names to be determined through com¬
petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Blyth & Co.. Inc.; Otis & Co.; Salomon Bros. &
Hutzler; Lehman Brothers. Proceeds—For construction
and to repay temporary bank loan. Bids—Bids for the
purchase of the bonds will be received up to 11:30 a.m.
(EST) April 11, at Room 16C0, 70 Pine Street, New York,

Oklahoma Gas & Electric Co.
Feb.. 25 filed 89,000 shares ($20 par) common stock.
Offering—Offered for subscription by stockholders of
record March 23 on basis of one new share for each
10 shares of common held at $32.50 per share. Rights
expire April 12. Standard Gas & Electric Co., parent,
will subscribe for 50,002 shares of the proposed issue,
plus any shares unsubscribed by others. Underwriter—
None. Proceeds—For construction.

Orange & Rockland Electric Co. t .

March 16 (letter of notification) 2,600 shares of 4% cu¬
mulative preferred stock (par $100). Underwriting, none.
Price, par. Capital additions.

Pacific Gas & Electric Co. 1
Jan. 28 filed 754,038 shares of common stock (par $25).
Offering—Offered at par to - stockholders of record
Feb. 25 at the rate of one new share for each 10 sharej
held. Rights expire April 8. Underwriting—None. Pro¬
ceeds—For extensions, additions, etc. % -v.
• Palanan Bay Lumber Co., Spokane, Wash.
March 18 (letter of notification) 3,000 shares of stock.
Price—$100 per share. No underwriter. For logging
equipment and sawmill.

Palestine Economic Corp., New York
March 28 filed 600,000 shares ($25 par) common stock.
Price—$28 per share. Underwriter—None. Proceeds—•
For development of industries and real estate and the
balance for working capital and general corporate pur¬
poses. > V-

Panther Valley Finance Corp., Lansford, Pa*
March 29 (letter of notification) 1.025 shares of 5% pre¬
ferred stock (par $100). Underwriter—Fitzgerald & Co.,
New York. Price—$100 per share and dividend. Work¬
ing capital. ;• ;

Peerless Casualty^Co., Kcene, N. H.
March 28 filed 50,000 shares ($5 par) common stock,
Offering—To be offered to stockholders at the rate of
five new shares for each 16 shares held. Underwriters—

Herrick, Waddell & Reed; Geyer & Co., New York/ and
Townsend, Dabney & Tyson, Boston. Proceed?—To in¬
crease the company's capital surplus. »

• Peg-O-Ma Co. Inc., Bremerton, Wash. ;; /
March 31 (letter of notification) 3,000,000 shares of com¬
mon. Price—10 cents per share. No underwriter.^ For
engineering development and mining equipment..
• Pepsi-Cola Bottling Co. of Washington, , v "

D. C., Inc.
March 31 (letter of notification) 297,000 shares (10C par)
common stock, of which 214,500 will be sold for benefit
of company and 82,500 shares for benefit of Samuel
Schwartzman, a stockholder. Price—$1 per share. Under¬
writer—Willis E. Burnside & Co., Inc., Ne\y York! Pro¬
ceeds—To discharge taxes, notes and accoj^tlvp'ayabla
and for working capital.° -

. >* - -)•« tr.: ; -.L '/{ ■ *t . , '
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Plywood, Inc., Detroit, Mich.
March 28 filed 150,000 shares (SI par) common stock.
Underw riter—Baker, Simonds & Co., Detroit. Proceeds
—For working capital to finance inventories and opera¬
tions and for other corporate purposes.

Renaissance Films Distribution, inc.,
Montreal, Que.

Oct. 29 filed 40.000 shares (par $25) 5% cumulative
convertible class B preferred stock and 10,000 shares of
C stock (no par). Underwriting—None. Offering—Class
B preferred will be offered at $25 per share with one
share of class C given as a bonus with each 4 shares of
class B purchased. Proceeds—To pay balance of current
liabilities and working capital. , /

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.

Rochester Gas and Electric Co. (5/5)

May 26, 1947 filed $16,677,000 of Series L first mortgage
bonds, due 1979, and 50,000 shares ($100 par) Series G,*
cumulative preferred stock. Probable bidders—Halsey,
Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; Glore,
Forgan & Co.; Merrill Lynch, Pierce Fenner & Beane;
Harriman Ripley & Co.; Lehman Brothers; The First
Boston Corp. and Smith, Barney & Co. (jointly). Pro¬
ceeds—To redeem outstanding bonds and short-term bor¬
rowings. Bids expected May 5.

• Rojas Express, Inc., Manila, Philippines
March 30 filed 5.000 shares of 7% cumulative ($50 par)
preferred stock. Price—$60 per share. Underwriter—
None. Proceeds—To purchase 40 additional passenger
buses. 7 - '

Royalite Oil Co., Ltd., Canada
March 29 filed 1,250,000 shares of capital stock. Under¬
writers—Kidder, Peabody & Co. and Dominick & Dom-
inick, New York. Proceeds—Go to selling stockhold¬
ers: Dominion Securities Corp., Ltd., Toronto, and James
Richardson & Sons, Winnipeg, Manitoba.

Russell Berg Fund, Inc., Boston, Mass.
March 24 filed 10,000 shares ($1 par) capital stock. Un¬
derwriter—Russell Berg & Co., Boston. Price, at market.
Proceeds—For investment.

San Diego Gas & Electric Co. (4 19)
March 18 filed 300,000 shares 4V2% cumulative pre¬

ferred stock (par $20). Underwriters—Names to be de¬
termined through competitive bidding. Probable bidders:
Blyth & Co., Inc., White, Weld & Co. and Shields & Co.
(jointly). To reimburse company's treasury for capital
expenditures, etc. Bids—Bids for purchase of the stock
will be received at office of Allen L. Chickering, Vice-
President, 111 Sutter Street. San Francisco, up to 8:30
a.m. (PST) April 19.

Scudder, Stevens & Clark Fund, Inc., Boston
March 29 filed 59,199 shares of capital stock (no par).
Underwriter—Scudder Fund Distributors, Inc. Proceeds
—For investment.

• Shaker Square Postal Building Corp.,
Clayton, Mo.

March 28 (letter of notification) $44,700 first mortgage
6% sinking fund bonds. No underwriter. To be depos¬
ited in a bank to take care of changes in the mortgage
deed of trust.

Shareholders' Trust of Boston
March 25 filed 250,000 shares ($1 par) of beneficial in¬
terest. Underwriter—Harriman Ripley & Co. Price, at
market. Proceeds—For investment.

• Sherman Electric Co., Inc., Warren, O.
March 28 (letter of notification) 1,000 shares (no par)
preferred and 1,000 shares (no par) common. Price-
Preferred, $99.50 per share; common, 50p per share. For
working capital. r •

f Shomee Oil Corp.. St. Louis, Mo.
March 28 (letter of notification) 150,000 shares of class A
common (par $1). Price, par. Underwriter — John R.
Kauffmann Co., St. Louis, Mo. For working capital. >

• Sodamaster, Inc., Hartford, Conn.
March 31 (letter of notification) 300,000 shares of com¬
mon stock (par $1). Price, par. No underwriter at pres¬
ent. For operating capital.

• Southern Airways, Inc., Birmingham, Ala.
March 28 (letter of notification) 100,000 shares of com¬
mon capital stock (par $3). Price, par. Underwriter—By
amendment. To activate airline routes.

Southern States Iron Roofing Co., Savannah,
Georgia

Feb. 21 filed 30,000 shares ($1 par) common stock, to be
sold at $10 per share on behalf of three stockholders.
Underwriting—None.

• Southwestern States Telephone Co., San Fran.
March 31 filed 56,000 shares of common stock (par $1).
Offering—To be offered for subscription by common
stockholders, and the unsubscribed to stockholders desir¬
ing additional shares. Underwriters—Names by amend¬
ment. Proceeds—For extension, additions and improve¬
ments. -!i'-

Siate Bond and Mortgage Co., New Ulm, Minn.
Feb. 28 filed $10,000,000 of accumulative savings certifi¬
cate series 1217-A. Underwriter—None. Price—$85.68
per unit. Proceeds—For investment.

• Suburban Gas Service, Inc., Ontario, Calif.
March 31 (letter of notification) 4,000 shares ($25 par)
series B preferred and 20,000 shares ($1 par) common—
issuable upon conversion of preferred. Price—Preferred
$25 per share. Underwriters—Wagenseller & Durst, Inc.,
and Lester & Co. To buy Antelope Liquid Gas Co. •

® T. I. S. Management Corp., Jersey City, N. J.
March 31 filed 1,000,000 trusteed industry shares. Price,
at market. Sponsor—Trusteed Industry shares. Proceeds
—For investment.

• Tennessee Odin Insurance Co., Knoxville, Tenn.
March 29 (letter of notification) 3,800 shares (no par)
capital stock. Price—$8.50 per share. No underwriter.
For expansion.

Texas Electric Service Co. (4 25)
March 22 filed $8,000,000 30-year first mortgage bonds.
Underwriters—Names to be determined through com¬

petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; The First Boston Corp.; Harriman Ripley &
Co., Inc.: Hemphill, Noyes & Co. and Drexel & Co.
(jointly); Blyth & Co., Inc. and Kidder, Peabody & Co.
(jointly); Union Securities Corp. and Glore, Forgan &
Co. (jointly). Proceeds—Net proceeds, together with
$4,000,000 to be derived from sale of additional 2,000,000
shares of stock to parent (Texas Utilities Co.) and from
other funds will be used to pay short-term notes and
for construction of new facilities, etc. Expected April 25.
• Thompson Industries, Inc., Boston
March 31 filed 120,000 shares ($1 par) convertible pre¬
ferred stock. Offering—32,214 shares are to be offered
to holders of present $6 cumulative preferred stock at
the rate of one new share for each one held on an ex¬

change basis. The remainder are to be offered on a pro
rata basis to other holders of $6 cumulative preferred
stock at $15 a share. Underwriter—None. Proceeds—To
modernize restaurant operations. ' "7

Toledo (Ohio) Edison Co. (4/19)
March 18 filed $2,500,000 first mortgage bonds, due 1979.
Underwriters—Names to be determined through com¬

petitive bidding. Probable Bidders: Halsey, Stuart &
Co. Inc.; The First Boston Corp.; Glore, Forgan & Co.;
Harriman Ripley & Co.; Equitable Securities Corp.;
Union Securities Corp., and Salomon Bros. & Hutzler
(jointly); Kidder, Peabody & Co. and White, Weld & Co.
(jointly); Lehman Brothers and Bear, Stearns & Co.
(jointly). Purpose—To provide part of the new capital
required for construction. Expected about April 19.

Tracerlab, Inc., Boston, Mass. (4/14)
March 24 filed 104,000 shares ($1 par) common stock.
Underwriter—Lee Higginson Corp. Proceeds—To de¬
velop industrial applications for radioactivity and the
manufacture of equipment for that purpose; and "for
working capital. 7/

• Trenton Chemical Co., Detroit, Mich.
March 30 filed 131,841 shares 6% cumulative convertible
class B preference ($2 par). Underwriters—Straus &
Blosser, Chicago; Carr & Co., Detroit, and Lester & Co.,
Los Angeles. Proceeds—To build chemical plant and to
replace working capital used for capital additions. [Un¬
der a previous registration statement (No. 7637), which
became effective Sept. 24, 1948, company sold 43,159
shares of 6% cumulative preferred stock for a total of
$97,108 and removed 131,841 shares from registration
March 21, 1949.] 7 ;v V. 7,7'"
^ Trusteed Industry Shares, Inc., New York City
March 31 filed 1,000.000 shares of capital stock. Under¬
writer—T. I. S. Management Corp., New York. Proceeds
—For investment. 7,7 v/V'7.

Mrs. Tucker's Foods, Inc., 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.

United States Television & Mfg. Corp.,
New York

March 9 (letter of notification) 46,500 shares of common
stock (par 500), of which 41,500 shares will be sold in
behalf of company and 5,000 shares in behalf of stock¬
holder. Underwriter—Willis E. Burnside & Co., Inc.,
New York. Price—At market. Offering available to
dealers only; no solicitation being made to the public.
Company's proceeds will be used to discharge accounts
payable and for working capital. „

Upper Peninsula Power Co.
Sept. 28 filed 200,000 shares of common stock (par $9).
Underwriters — Names to be determined through com¬

petitive bidding. Probable bidders include Kidder, Pea¬
body & Co., Merrill Lynch, Pierce, Fenner & Beane and
Paine, Webber, Jackson & Curtis (jointly). Proceeds—
Will go to selling stockholders. Consolidated Electric &
Gas Co. and Middle West Corp. will sell 120,000 shares
and 34,000 shares, respectively; Copper Range Co., 34,000
shares ar.d several individual owners 11,200 shares.

Utah Power & Light Co. (5/2)
March 15 filed $3,000,000 first mortgage bonds, due 1979.
Underwriters—Names to be determined through com¬

petitive bidding. Probable bidders: Lehman Brothers
and Bear, Stearns & Co. (jointly); Halsey, Stuart & Co.
Inc.; White, Weld & Co.; Harriman Ripley & Co., Inc.;
Salomon Bros. & Hutzler; The First Boston Corp. and
Blyth & Co., Inc. (jointly); Otis & Co. Proceeds—For
corporate purposes, including construction. Expected
about May 2.

• Wallace Brothers & Co., fine.. Cocoa, Fla.
March 28 (letter of notification) 500 shares (no par)
class A common and 500 shares (no par) class B common.

Price—$25 per share. No underwriter. To buy land,
equipment and materials for meat canning plant.

• Westchester Lighting Co., Mount Vernon, N. Y.
April 1 filed $12,000,000 general mortgage bonds, due
1979 (guaranteed unconditionally as to principal and in¬
terest by the Consolidated Edison Co. of New York, Inc.).
Underwriting—To be decided under competitive bidding.
Probable bidders include: Morgan Stanley & Co.; Halsey,
Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner &
Beane; White, Weld & Co.; Stone & Webster Securities
Corp. and Lehman Brothers (jointly); Harriman Ripley
& Co.; The First Boston Corp.; Salomon Bros. & Hutzler.
Proceeds—To be applied toward retirement of $10,000,000
of outstanding bonds and to repay indebtedness owing
Consolidated Edison.

• Western American Life Insurance Co., Reno
March 30 filed 12,500 shares ($10 par) common stock.
Price—$40 each. Underwriter—To be named by amend¬
ment. Proceeds—To qualify the company to sell life in¬
surance in any state.

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.

Wiegand (Edwin L.) Co., Pittsburgh

Sept. 28 filed 200,000 shares (no par) common stock.
Underwriter—Hemphill, Noyes & Co., New York. Pricey
by amendment. Proceeds—Will go to selling stockhold¬
ers. Offering postponed. j

• Wisconsin Investment Co., Milwaukee
March 30 filed 315,622 shares ($1 par) common. Under¬
writer—Loewi & Co., Milwaukee. Price, market. Pro¬
ceeds—For investment. ,

Prospective Offerings
• Admiral Corp.

April 14 stockholders will vote on to increase authorized
common stock from 1,000,000 to 1,200,000 shares ($1 par).
Company said it had no definite plan for disposal of the
additional stock. It might be sold privately or publicly,
exchanged for assets of other companies, or issued in the
future as a dividend, the company said.

American Telephone & Telegraph Co.. —

April 20 the stockholders will vote on authorizing a new
issue of convertible debentures to be offered pro rata
to stockholders. The amount is to be determined later
but is not to exceed $100 of convertible debentures
for each six shares of stock held. On the basis of the
number of shares outstanding at Feb. 15, 1949, the
amount of the issue would be approximately $391,000,000.
Debentures would be dated June 20, 1949, and will
bear interest at a rate of not more than 3%%, would
mature not later than June 20, 1964, and would be con¬
vertible into A. T. & T. stock at .a conversion price or

prices not exceeding $150 per share. .

. Bridgeport (Conn.) Hydraulic Co.
March 22 stockholders approved issuance of 36,000 com¬
mon shares. Stock expected to be offered in June, first
to present stockholders on a one-for-ten basis. Smith,
Ramsey & Co., Bridgeport, Conn., may be underwriter.

• Cincinnati Gas & Electric Co.

April 5 company asked SEC permission to sell 249,334
additional shares ($8.50 par) common stock. Common
stockholders would be allowed to subscribe to this stock
at the rate of one new share for each nine shares held.
Proceeds would be used for construction. There would
be no underwriting under the proposal.

Dayton Power & Light Co.
March 25 company's expansion plans call for sale of
some $10,000,000 bonds later this year. Probable bidders:
Shields & Co., Halsey, Stuart & Co. Inc., Morgan Stanley
& Co., Blyth & Co., Inc. and The First Boston Corp.,
Harriman Ripley & Co., Merrill Lynch, Pierce, Fenner
& Beane and White, Weld & Co. (jointly); Lehman
Brothers; Union Securities Corp. and Salomon Bros. &
Hutzler.

• El Paso National Gas Co.

March 31 reported company plans to finance construction
costs through the sale of $18,500,000 first mortgage 3^4%#
bonds. Traditional underwriter: White, Weld & Co.

• Empire District Electric Co.
April 12 stockholders will vote on increasing authorized
common from 400,000 to 550,000 shares (par $10) and on .

modifying preemptive rights of stockholders.
• Indiana Harbor Belt RR.

March 31 reported company plans the sale at competitive
bidding of $2,500,000 equipment trust certificates. Prob¬
able bidders include: Halsey, Stuart & Co.; Harriman
Ripley & Co. and Lehman Brothers; Harris, Hall & Co.
(Inc.); Salomon Bros. & Hutzler.

Indianapolis Power & Light Co.
The Indiana P. S. Commission has informed the company
that its proposed offering of $8,000,000 first mortgage
bonds must be sold through competitive bidding, but that
it may use its own discretion in offering 107,226 shares
of additional common stock. The new common would be

(Continued on page 54)
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offered for subscription by the present stockholders, in
the ratio of one new share for each 10 shares held. Prob¬
able bidders for bonds: Halsey, Stuart & Co. Inc.; Otis &
Co. (Inc.); Lehman Bros.; Blyth & Co., Inc.; Equitable
Securities Corp.; Hemphill, Noyes & Co. and Drexel &
Co. (jointly).. For stock: W. C. Langley & Co., Shields &
Co. and White. Weld & Co. (jointly).

• Pacific Gas & Electric C'o.

April 5 directors authorized the issuance and sale of
1,500,000 shares of redeemable first preferred stock (par
$25), subject to approval of California P. U. Commission,
and the SEC. Price, dividend rate and redemption prices
will be determined prior to the time of the offering.
Company proposes to use the proceeds of this issue to
finance in part the large construction program upon
which it has been engaged since the end of the war.
Traditional underwriter: Blyth & Co., Inc.

• Pacific Power & Light Co.
April 5 reported company plans sale in July of $6,500,000
first mortgage bonds. Probable bidders: Halsey, Stuart
& Co. Inc.; Kidder. Peabody & Co.; W. C. Langley & Co.,
and The First Boston Corp. (jointly); Union Securities
Corp.

Pennsylvania RR.
May 10 stockholders at annual meeting will vote on
authorizing an increase of $100,000,000 in 'company's
present indebtedness. The management has not specified
the type, of obligation which may be issued in accordance
with the authorization. The company said the new fi¬

nancing is necessary to provide "capital improvements
costing many millions of dollars."

Public Service Co. of New Hampshire

March 30 reported company plans to sell about $4,000,000

bbhds and perhaps 100,000 shares of common stock, pos¬
sibly in June. New England Public Service Co. (parent)
may also sell 200,000 of the 493,856 shares (about 59%
of outstanding stock) which it holds. Possible bidders
for bonds: Halsey, Stuart & Co. Inc. (bonds only)-; The
First Boston Corp. and Coffin & Burr Inc. (jointly);
Kidder, Peabody & Co. and Blyth & Co. (jointly); Smith,
Barney & Co. and Harriman Ripley & Co. (jointly).

Public Service Electric & Gas Co. (5/10)
April 18 stockholders will vote on authorizing the issu¬
ance of $75,000,000 first and refunding mortgage bonds.
Proceeds from the sale will be used in part to retire
prior lien bonds, to pay off bank loans and finance com¬

pany's construction and expansion program. Probable
bidders: Halsey, Stuart & Co. Inc., The first Boston
Corp., Morgan Stanley & Co., Kuhn, Loeb & Co. and
Lehman Brothers (jointly). Bids expected to be opened
May 10.

Southern California Edison Co.
March 28 it was announced company plans to issue
800,000 additional shares of its common stock and "is
preparing such an issue, for such time as it may be
offered at approximately the level of the current mar¬
ket." Traditional underwriters: Harris, Hall & Co.
(Inc.), and The First Boston Corp.

®
. Southern Natural Gas Co.

April 7 company plans to make an early offer of about
140,921 shares of additional common stock to be offered

for. subscription by stockholders, in ratio of one new

share for each 10 shares held, with privilege of sub¬
scribing for shares not subscribed for. Proceeds are to

be applied to financing company's construction program

and to purchase additional common stock of Alabama;
Gas Corp., subsidiary. Issue will not be underwritten.

® Southern Ry.
May 17 stockholders will consider creation of a new

first mortgage on the East St. Louis (111.)-New Albany
-:(Ind.) line, and with approval of the ICC to sell $12,-
474,000 principal amount of bonds in order to refinance
the company's St. Louis Division first mortgage 4%"
bonds maturing Jan. 1, 1951. Probable bidders: Morgan
Stanley & Co.; Halsey, Stuart & Co. Inc.; The First Bos¬
ton Corp. . V %

Staten Island Edison Corp.
March 28 corporation has asked SEC permission to sell
competitively $2,750,000 30-year first mortgage bonds and
$4,000,000 in new preferred stock. Proceeds from the
bonds would retire the company's short-term indebted¬
ness and provide funds required for expansion. Proceeds
from preferred stock would be used by company to carry
cut its plan of recapitalization. Probable bidders on
bonds: Halsey, Stuart & Co. Inc.; The First Boston Corp.;
Harriman Ripley & Co.; Kidder, Peabody & Co.; Ons
& Co. On preferred: W. C. Langley & Co.; Kidder, Pea¬
body & Co.; Stone & Webster Securities Corp. and
White, Weld & Co. (jointly); Lehman Brothers; The
First Boston Corp.

® United Biscuit Co. of America

May 18 stockholders will vote on creating an authorized
issue of 110,000 preferred shares. Traditional under¬
writer, Goldman, Sachs & Co. "

Western Light & Telephone Co., Inc.
April 8 stockholders will vote on increasing authorized
preferred from 200,000 shares to 250,000 shares (par $25)
and authorized common from 300,000 shares to 400,000
shares (par $10). This action is being taken to place
company in position ot sell the stocks when market con¬
ditions are favorable. Traditional underwriters. Harris;
Hall & Co. (Inc.) and First Trust Co. of Lincoln. Neb-.

Spreading Economic Knowledge
In South America

By MANUEL A. HERNANDEZ

Director, Mexican Institute of Social and Economic Studies
Editor, "El Economista," Mexico City

Mexican economist describes plan to raise productivity and standard
of living in Latin America by an organization to educate public in
that part of world in economic principles and thus spread economic
knowledge among them. Says economic illiteracy is serious ailment,
and spreading sound principles of economic knowledge is best

method of combating growth of communism.
There is a very serious ailment in the minds of the people the

world over which is causing and may cause in the future, if not at¬
tended to, a greater harm than cancer, tuberculosis or any other single
malady. That ailment is "economic illiteracy." Economic illiteracy

to be ; -

Nlatidel A. Hernaftdei

seems

considered in
the United
States not as

an ailment but
as a predispo¬
sition or pro¬

pensity to ac¬

quire a certain
disease, be¬
cause persons

unacquainted
with eco¬

nomics are

those most

likely to be
contaminated
with the com¬

munistic virus. <

That is why so many well mean¬
ing citizens of the United States
and other countries recommend
the study of economics.
For example, in the issue of

Oct. 24, 1946, of "The Commercial
and Financial Chronicle", I read
the address delivered before the
Purchasing Agents Association by
Mr. Ody H. Lamborn, President
of the National Association of
Commodity Exchanges and Allied
Trades, Inc., in which he strongly
recommended that "businessmen
take.the responsibility of educat¬
ing the people on fundamental
economics." And he said also:

"Ignorance may be bliss in
some phases of our lives, but in
the field of economics ignorance

is dangerous and can lead us to
destruction. . . . The lack of un¬

derstanding of simple economics

by the vast majority of our citi¬
zens is a dangerous weakness
'which must be corrected."

But whether ignorance of eco¬

nomics is considered in the United

States as a predisposition or as

dangerous weakness, in Latin

America it has been much more

than that: it has been the most

potent factor to retard its eco¬
nomic development.
Other prominent; Americans

have likewise expressed their
views as to the urgent need of an
educational campaign to counter¬
act the propaganda of those who
want to establish a new order of

things in the United States.
Here is part of what Mr. Irving

S. Olds, Chairman of the Board of
Directors of the United States

Steel Corporation, said in an ad¬
dress delivered on Jan. 20, 1949,
before the Manufacturers Asso¬
ciation of Hartford County, in
Hartford, Conn.:
"I firmly believe that the

primary task facing American
businessmen today is to acquaint
the people of our country with
the facts about business and with
the great achievements and vir¬
tues of our American system. . . .

Through education and sound ar¬

gument a convincing case can and
must be established to show the
fallacies of those who would es¬

tablish a new order of things in
the United States. . . . Probably

something of a constructive char¬
acter along .the educational lines
I have suggested can be done by
this association of manufacturers

at Hartford and by similar organi¬
zations throughout the country....
Each of us as an individual has a

distinct responsibility to do his
part in bringing home to the pub¬
lic the true story of American
business. Somehow people at large
must be made familiar with the

facts. Otherwise how ,can we

answer effectively the false ac¬

cusations which are constantly

being hurled at us?" ("The Com-
merical and Financial Chronicle",
issue of Jan. 27, 1949.)
But when is the "primary task

facing American businessmen" to
be undertaken? Because from
what Mr. Olds said, nothing has
been done yet.
That is why the plan of the

Mexican Institute of Economic
and Social Studies, designed to fill
the need to wipe out economic
illiteracy in Latin America, is so
timely. News of the plan was

published in Mexico City news¬
papers on Feb. 8, 1949, and com¬

plete details are being published
in "El Economista", a magazine
of the Institute.
The purpose of the plan of the

Institute is not only to put an
end to economic illiteracy but also
to start and give impetus to a
national movement in all Latin
American countries for increasing
the productivity per man-hour of
the working population and thus
raise the level of living and pro¬
mote the general welfare of the

people of those countries.

Probably if communist propa¬
ganda and agitation were not so

strong,-the need to teach sound
economic principles would not be
so urgent. But as things are the
world over, it is more important
at the present time for the people
of all nations to understand eco¬

nomics than to know history,
grammar, geography or any other
subject.
Perhaps in the future it may

become necessary to acouire
nromotly some other kind of

knowledge; but today, as there is
a tremendous ideological struggle
which centers on economic theo¬

ries, it is more urgent, more nec¬

essary, it is of vital importance
to the people of free nations, that
workers as well as employers; of¬
fice holders as well as those who
work on their* own account, men
and women everywhere, should
know the basic principles of eco¬
nomics, for in that way they can
perceive the fallacies of the dog¬
mas propounded by communists
as irrefutable truths; and in back¬
ward countries it is necessary to
teach economics to help the peo¬

ple improve their standard of life

No Progress Through Class
Struggle

t Moreover, there cannot be effi¬
cient teamwork in the economic

units while some of its compo¬

nents believe that their interest

can best be served through the
class struggle; and the level of

living of the people' cannot be
raised by making immoderate de¬
mands of raises in wages without

a corresponding increase in pro¬
ductivity.
In many Latin American coun¬

tries real wages are lower now
than they were in 1939; thus the
public works which governments
like to point out as their major
accomplishments are as useless to
the common man as the pyramids
were useless to the people of an¬
cient Egypt. In fact, if excessive
public works cause inflation, and
inflation lowers the purchasing
power of money, the people whose
real salaries a n d incomes are

lower now than years ago, have
only a cause for complaint and
not for rejoicing at those expen¬
sive "accomplisnments," many of
which are nothing else than mon¬
uments erected to satisfy the van¬

ity of men ignorant of the funda¬
mentals of economics.

The plan of the Institute is the
result of two years of study and of
many different outlines and drafts:
The original idea was to publish
a "Popular Course on Economics,"
to be distributed by' industrial
concerns of Mexico among theii
employees. But the need of hav¬
ing the' people of Mexico acquire
a better knowledge of economics
was felt ten years ago. The Insti¬
tute of Economic and Social Stud¬
ies was created in 1939 in order
to carry a campaign on behalf o

sound economic principles.
The final draft, called "Plan U

Raise the Standard of Living ir
Latin America," calls for a gen¬
eral educational campaign thrcugl.
the press, the radio, by mears o'
conferences, etc., and also for a
direct educational campaign foi
adults by means of correspond¬
ence courses.

The purpose of the general edu¬
cational campaign is to inculcate
the fundamentals of economics
and other important facts. Repe¬
tition is one of the secrets of mod¬
ern propaganda; and another se¬
cret is to express the basic ideas
in simple words and reiterate
them with absolute uniformity o(
statement. This is the way to ftmrr
the mental unity of the masses
And if, as Hitler said, loud and
repeated lying can convince mer
that black is white, then by loudly
and repeatedly telling the tru+k
men should be convinced that

black is black and white is white.

But one thing is to inculcate
certain basic ideas and another is
to teach a whole subject or a sci¬
ence/ Economics, like geography
or any other subject, cannot be'
learned by reading articles or by
listening to radio talks; and less
so could economics be learned that

way in Latin America where a

large percentage of the people dc

not read newspapers and maga¬
zines and do not have radios.

. Courses cf Study / /. i
That is why, in order to wipe

out economic illiteracy and im¬
prove the cultural and moral
standards of the working popula¬
tion of Latin America, the Insti¬
tute plans also to conduct a di¬
rect educational campaign by
means of an economics and self-

improvement course, made up of
a "Course on Economics" and a

"Self-Improvement Course."
/ The purpose of the ' Course on

Economics" is to improve labor-;
management relations by widen¬
ing the zones "of agreement men-
:icned by Mr. Eric Johnston in his
book "America Unlimitedr" rThe
best way to do it is through the
proper understanding of basic
economic principles.

Among other things/ the Instw
tute will emphasize that in many
industries wages and profits may
be competitors for the divisible
product. But this is only part of
a much greater truth: that "wages
and prolits are partners iri in¬
creasing, and then dividing up,
the product of industry. Wages
and profits go up and down to¬
gether, not in opposition to ore

another. In determining the level
of living, it is the size of the cake
that matters most. Profits are the"
best friend of wages, not their
worst enemy. -r :

As an important part of the
"Course on Economics," the prin-.
ciples of scientific management
will be taught. Thus labor and
management will be made familiar,
with the best ways and means to
increase their productivity, ifi ac¬
cordance with the teachings of
Frederick Winslow Taylor. Frank
B. Gilbreth, Henry L. Gantt, Har¬
rington Emerson, Morris L. Cook,
F. J. Rothlisberger and W.J. Dick¬
son, etc. Scientific management
is practically unknown in Latin
America.

And the purpose of the <CSel-
Improvement Course" !is:* (a"V to
raise the cultural level Of both

employers and employees by:giv->
ing them the necessary instruction
to make up for their most glaring
educational deficiencies: • ib) -to

improve their health standards by
teaching the preventive methods
of modern medicine and the most
useful hygienic rules regarding
housing, food, work, play, sleep,
etc.; and (c) to help those who
take the course to improve them¬
selves by showing the value of
and how to acquire those valuable
human dualities and virtues (like
integrity, thrift, imagination, ini¬
tiative, vision, etc.) which are so

necessary to achieve success.
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What Can We Expect?
(Continued from page 6)

late business. If businessmen can
be encouraged to go out and in¬
crease their buying again, not
only of materials but of new plant
equipment, and if their resistance
to k higher wage demands is
broken down, then the deflation
might be stopped temporarily, be¬
fore it has fully run its course.

J
But unless that happens, I be¬

lieve that we must expect—some
further declines until all the
price and production distortions
that weaken the present economy
are corrected and wiped out.

c How Series Will It Be?

Let's not kid ourselves that any¬

one, a this stage, can tell us ex¬
actly how far and how fast a
business decline will go. I believe
the commonsense approach is to
emphasize two probabilities.
The first of these is that we

will run into a three or four
month period some time within
the next 12 months when most
business indexes will decline
more sharply than they have so
far. We cannot deny the fact
lhat some businessmen will find
themselves in difficulties if .this

happens. - We must not shut our
eyes to the fact that even the tex¬
tile-apparel trades, where initial
liquidation has made marked
progress, will encounter new
problems of production and sell¬
ing in a shrinking market.
The other probability that I

'must emphasize, however, is that
these declines, if and when they
do come, will not represent any¬
thing approaching what most of
us would call a depression or col¬
lapse. - .

Do not forget, we have started
down now from such very high
levels that it would take a decline
of tremendous magnitude to carry

us back to prewar.
« Do not forget that there are ac¬
cumulated financial resources
available for spending when con¬
sumers feel that prices and qual¬
ity are right. d 1
There is a big backlog of ac¬

cumulated demand in many lines.
..Right now, it is not effective, be¬
cause most of the people who
were willing when the war ended
to buy* almost anything at any

price has now satisfied their de-
mands. 'v.
The backlog of accumulated

d emand for durable goods remain¬
ing now will only become effec-
•

ye at somewhat lower prices.
3at it is there, and anyone who

Your

RED

CROSS
i

must carry on!

doubts that prices will go any

lower, regardless of what people
were saying about production
costs only a few months ago, sim¬
ply has not seen a newspaper for
the last few weeks.-

New Opportunities to Be Created

My war with the Administration
over whether one should speak
frankly about coming difficulties
really involves the question
whether businessmen should be
deceived or forewarned.

I believe you people, and busi¬
nessmen as a group, are able to
see both sides of a given picture.
When I tell you that we must still
allow for the possibility that busi¬
ness conditions will become some¬

what worse before they begin to
get better, I have confidence that
you will be more aggressive in
your selling, and more alert in
your watch for new opportunities,
as well -as more cautious in your

current operations.
I do not believe that any in¬

dustry!'in the United States is
more competitive under normal
conditions than the textile ap¬

parel industry. And I also doubt
whether any activity requires
greater alertness and flexibility
than fashion designing.
Your group, and everyone else

who has been in the textile-ap¬
parel trades for very long, has al¬
ready been tempered by the fires
of competition, and knows that
individual success depends upon

individual initiative. A lot of you
people, as well as the more effi¬
cient businessmen in other trades,
can meet some shrinkage in your
markets with the determination to

get a bigger share by producing
a better product. ;■From the view¬
point of the consumer, there will
be a considerable benefit-in hav¬
ing conditions that bring out the
best in production and distribu¬
tion. -v, /'■!' :

Fashion Prospects

I did not come to this meeting
with any intention of setting my¬
self up as a fashion expert. But
next Fall's fashion^ will,be
created well in advance, and I
assume that the industry will be
influenced by the economic pic¬
ture as it has developed so far.

It seems to me that there are

two factors that we must take into
account. v <

First is the slowing up of busi¬
ness caused by high prices for raw
materials and labor.
The second is the changing way

of living of the consumer, which
is no longer one continuous party,
but is much more realistic and
down-to-earth. -

Fashions have necessarily be¬
come more down-to-earth, and I
do not believe that they will be
able to take off again in another
major flight of -fancy until eco¬
nomic conditions change.
I nave already seen some of the

consequences of, these develop¬
ments. Cutting costs to the con¬
sumer was done:

(a) through using less yardage,
and

(b) through fabrics that require
less time and specialized skill in
manufacturing.
The full impact of these tenden¬

cies has been partially offset by
declines in fabric prices them¬
selves. The fashion equivalent of
cost cutting, consequently, has not
been driven to extremes. With the
lower fabric costs in fact, some

designers can even restore a
semblance of vanished luxuries by
manipulating details.
I believe also that your industry

is thinking in terms of a transi¬
tion. The French describe some
of the fashions as being an optical
illusion. They refer to skirts that
are fairly narrow and an inch or
two shorter, over which are used
flowing sections that preserve
some of the illusion of length and
width. If the industry finds it
necessary in 1951 to turn to skirts
that are really narrow, the women

who must buy them will have
been at least partially prepared
by current developments.

Demand for Casual Clothing
Favorable to California

With this down-to-earth ap¬

proach, there has also come a

feeling for more casual clothes.
That this feeling is well-founded
on public demand is indicated to
me by departmental sales at the
retail level, and by the attitudes
and experiences of retailers with
whom I am in close contact.

This I regard as a favorable
development so far as California
is concerned. You people out here
experienced a remarkable expan¬
sion during the war period. There
was a point not too long ago when
some of you went into your mar¬
kets without realizing the full
force of developing competitive
conditions. Some of you were a
little slow with downward price
readjustments.

With new debt financing having
slowed down to a walk it might
have been expected that the bid¬
ding for Ohio Public Service Co.'s
1,000,000 share block of common
stock would have attracted more

than the two bids submitted :on

Tuesday.
But it is well to remember

that in an undertaking of this
type it is essential to set up

; groups that will be nationwide
in scope to assure adequate dis-
-tribution by the successful bid-
,'der.!' \^ v/,. ' •:.!•;'
That seems to have been the

case in this instance, and judging'
by reports the operation is des¬
tined to pay off in that the issue
appears to be moving out in
highly satisfactory manner. True
there were some "drop-outs" but
distributors remaining in the
group were reported in many in¬
stances to have increased their
original ideas of what they could
handle.

This, of course, was another
of those undertakings where
plenty of "spade-work" was

. done by way of familiarizing
members of the group with the
property whose security they
were making ready to sell.
The bulk of the $15,000,000 plus

netted by the sellers, went to
Cities Service Co. for its 638,160
shares, and the balance to the
Ohio company to repay a bank
loan and for financing construc¬
tion. -

Of the 400,000 shares allotted to
wholesalers it appeared that all
but 150,000 had been spoken for
soon "after the award was made,
and dealers were meeting with
good inquiry.

Another Quickie Indicated

Though a mere drop in the
bucket- by comparison with the

SITUATION WANTED

• SECURITY ANALYST
• REPORTS-BULLETINS
• SPECIAL SITUATIONS
• MARKET LETTERS

- • MATURE JUDGMENT
• REASONABLE SALARY

Trained by engineering studies and
C. P. A. background. See samples of
my work.

Box J 47, Commercial & Financial
Chronicle, 25 Park Place, New York 7.

Ohio Public Service operation, it
appeared that Tucson Gas, Elec¬
tric Light & Power Co.'s 66,000
shares of common stock, due on

the market today, would move out
quickly.

A negotiated sale, it appeared
to be raising considerable in¬
terest among dealers around its
own territory and was expected
to be priced to make the yield
attractive.

The company recently sold
$3,500,000 of new first mortgage,
30-year bonds, as part of its pro¬

gram • of financing construction
activities.

Money Rates

The large proportions of the
public debt held outside the Fed¬
eral Reserve and the Treasury
was held up earlier this week as a
bulwark against any appreciable
upturn in long-term interest rates.

Speaking to the Mortgage
Bankers Assn. clinic, Lawrence
Clayton, member of the Federal
Reserve Board, declared that he
could not visualize any wide
fluctuation in long-term rates in
the near future, even though

< short-term rates could vary

appreciably. ;

He 'counts on the big public debt
and Reserve support of the Treas¬
ury market to exert a strong in¬
fluence "in preventing private
long-term rates from rising sub¬
stantially."

Busy Day Ahead
The investment banking indus¬

try should find its hands quite
full next Tuesday what with, four
substantial undertakings coming
up for .competitive bidding. It
would have been five but for the
fact that Ohio Public Service Co.
which had scheduled $10,000,000
of bonds to be offered that day,
moved its date ahead a day.

But bankers"will be bidding
for $50,000,000 of new deben-j
tures of Commonwealth Edison"

Co. (Chicago) which will be the

biggest single issue; and $25,-
000,000 of debentures of the Bell
Telephone Co. of Pennsylvania.

Two substantial stock dealers

also were on the calendar, namely,

200,000 shares of $50 par preferred
stock of Illinois Power Co. and

300,000 shares of $20 par preferred
of San Diego Gas & Electric Co.

New Business in Making

Pacific Gas & Electric Co. di¬

rectors have decided on the sale

of 1,500,000 shares of $25 par

value preferred stock to provide

$37,500,000 for financing further
construction outlay.

The company plans to file at
once with the California Public
Utilities Commission and follow
with Securities and Exchange
Commission registration.
. Meanwhile, Indianapolis Power
& Light Co.' has decided to sell
107,225 shares of new common via
competitive bidding. The State

Board recently directed it to sell

$8,000,000 of bonds competitively,
but left the method of common

stock sale open to the company's
discretion.

DIVIDEND NOTICES

NATIONAL CONTAINER

CORPORATION

A regular quarterly dividend of $0.296875
was declared on the 4%% Cumulative Con¬
vertible Preferred Stock of National Con¬
tainer Corporation, payable May 2, 1949 to
stockholders of record April 15, 1949.

HARRY GINSBERG, Treasurer.

FINANCIAL NOTICE

Notice to Security Holders of

THE DAYTON POWER AND
; LIGHT COMPANY

Earning Statement for Twelve Month
Period Ended January 31, 1049

The Dayton Power and Light Company has
made generally available to its security hold¬
ers, in accordance with the provisions of
Section 11(a) of the Securities Act of 1933,
as amended, an earning statement for the 12
month period ended January 31, 1949, which
began after the effective date of the Com¬
pany's Registration Statement (effective Jan¬
uary 7, 1948), relating to the $8,000,000 prin¬
cipal amount First Mortgage Bonds, 3%
Series Due 1978, of the Company, Copies of
such earning statement will be mailed on re¬
quest to security holders of the Company and
other interested parties.
The Dayton Power and Eight Company

25 North Main Street

Daytoa 1, Ohio
April 5, 1949.

AMERICAN

CAN COMPANY

COMMON STOCK

On March 29, 1949 a quarterly dividend of
seventy-five cents per share was declared on the
Common Stock of this Company, payable May
16, 1949 to Stockholders of record at the close
of business April 21, 1949. Transfer books will
remain open. Checks will be mailed.

EDMUND HOFFMAN, Secretary.

THE ATCHISON, TOPEKA AND
*

SANTA FE RAILWAY COMPANY
New York, N. Y.. March 3D, 1949.

The Board of Directors has this day de¬
clared a dividend of One Dollar and Fifty
Cents ($1.50) per share, being Dividend No. 145,
on the Common Capital Stock of this Com¬
pany, payable June 1, 1949, to holders of said
Common Capital Stock registered on the books
of the Company at the close of business May
11, 1949.
Dividend checks will be mailed to holders

of Common Capital Stock who have filed suit¬
able orders therefor at this office.

D. C. WILSON, Assistant Treasurer,
r ' '

, 120 Broadway, New York 5, N. Y.

193rd CONSECUTIVE CASH
DIVIDEND

A dividend of twenty cents ($.20) a
share has - been - declared upon the
stock of BURROUGHS ADDING
MACHINE COMPANY, payable June
i'J, 1949; to shareholders of record at
the close of businesrMay 2, 1949.

Detroit, Michigan S. F. HALL,
March 31, 1949 Secretary

'

The Board of Directors of

Wentworth Manufacturing
!

, Company
has declared a dividend of
twelve and one - half cents
(12i/20) pfer share on the out¬
standing common stock of the
Company, payable on May
21, 1949, to stockholders of
record at the close of business
May 2, 1949.
Checks will be mailed. j < , 4

JOHN E. McDERMOTT,
Secretary.

RflVOni€R
PRODUCER

OF HIGHLY

PURIFIED

WOOD

CELLULOSE

The Board -of Directors
has? declared a regular
quarterly dividend of fifty
cents (500) per share on
the Common Stock, pay¬

ableMay 13,1949, to stock¬
holders of recordat the close
of business April 29, 1949.

EDWARD BARTSCH
President

April 5,1949
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Behind-the-Scene

from the Nation'

on...

»'» Capital' And You

WASHINGTON, D. C.—Reports to the contrary notwithstanding,
The Truman Administration has given up the fight to get Congress
to enact this year the proposed "Economic Stability Act of 1949."

So for this year, anyway, the grand design for direct government
construction and perhaps opera¬
tion of industries to maintain full

employment at high wages, along
with standby price and materials
controls, is a very dead duck.
When dead political ducks be¬

gin to smell, the chore of burying
them is left to subordinates, like
Senator Scott Lucas, the Senate
Democratic Leader, and Senator
Joseph C. O'Mahoney, another ar¬
dent Fair Dealer. It is customary
for a prominent political figure
who has promised to deliver a

very fat duck alive, to simply be
aware for publication that the
duck is still alive and to know

nothing of the burial ceremony.

Senator O'Mahoney is ex¬

pected to provide the burial
services for another of the Ad¬

ministration ducks which has

died, the proposal to authorize
the Federal Reserve Board,
when its judgment so moves it,
to call into being additional re-,
serves of 10 percentage points
on demand deposits and 4
points on time deposits, and to
require these additional reserves
of all bank members of the

Federal Deposit. Insurance
Corporation, whether they are
members of the FR system or

not. V
* * t

Senator O'Mahoney, jas Chair¬
man of fKe'Congressional Joint
Committee on the Economic Re¬

port, has been planning to name a
JEC subcommittee to study mone-

tapr problems. Such a subcom¬
mittee study would provide a per¬
fect crypt for the reserve scheme.
By holding hearings on the whole
monetary and credit problem, the
JEC would provide the ideal solu¬
tion. The thing would be "under
study" by a committee without
authority to initiate legislation,
and renowned economists and

bankers would be talking about
the question before Congress for
weeks while the time for legis¬
lative action inevitably slipped by.

In this capital there is a mixed
interpretation of the reasons why
the Federal Reserve Board au¬

thorized the reduction of margin
'

requirements. ; "
On the one hand this action

looked like a clear signal that in
the opinion of the Reserve Board
any danger of inflationary pres¬
sures arising in the near future
has vanished. The Board has as¬

serted that! in principle, it dis¬
likes selective controls such as

those on security margins and on

instalment credit, but only advo¬
cates their use when neecessary,
as in the late inflation. • The
Board's thinking regarding margin
requirements was that their loosr
ening under previous inflationary
conditions would only threaten,
both to put more pressure on bank
credit and perhaps open up the
securities market as another seg¬
ment of the inflationary economy.
By reducing the margins the
Board has seemed to say .that the
lid can be pried up a little more

without any danger of inflation
jumping out of the box.

- Yet those who have talked
with the Board assert that the
Board, as a whole, is not con¬

vinced that the danger of infla¬
tion has passed. The chief dan¬
ger that inflation will revive
lief in the apprehension that be¬
fore Congress quits, it will pass
a lot of appropriations the

spending of which will again
put pressure on prices.

Chief hold-out within the Fed¬
eral Reserve Board against low¬
ering margin requirements here¬
tofore was; reported to be the
Board's persuasive Ex-Chairman,
Marriner S. Eccles. Mr. Eccles is
said to feel that he was done

wrong by ~ President Truman,
when the President ran out on

Eccles both on the "secondary re¬
serve" scheme . of late '47, and
when the President, after passing
over Eccles for another four-year
term as Chairman of the Board,
failed to make good on the public
promise to name Mr. Eccles Vice-
Chairman.

By its double-barreled action
of easing instalment credit
terms and a few weeks later
lowering margin requirements,
the Board seemed to underscore
a firm belief, so far as Congress
and the public could ascertain,
in the passing of inflation. 1
These two actions gave the coup
de grace to the President's
very pretty little pet duck, the
proposed "Economic Stability
Act of 1949." Furthermore, these ;
two actions also gave a little
steam to the "orderly readjust- :
ment" which has always been a

cherished objective of Federal
Reserve thinking.

Some of the implications of
President Truman's apparently
calm acceptance of the complete
defeat his leadership has suffered
in Congress over the anti-fili¬
buster-civil rights issue are clear.
Others will be slow in developing.
By implication, Mr. Truman has

thus indicated that hie has no

thought of carrying through with
his Jefferson-Jackson dinner
threat of appealing to the coun¬

try over the heads of his Demo¬
cratic majority. Hence the Presi¬
dent for the moment, at least,
shows no signs of precipitating a
giant political struggle between
himself and Congress, with possi¬
bilities for infinite mischief for
the Democratic Party and con¬
siderable chaos in national gov¬
ernmental affairs.

While choosing not to chal¬
lenge, however, the President
will get little to satisfy the
honor or glory of a man who
three months ago had the mo¬
mentum of a winner who came

up from behind. The Presi¬
dent's undoubted effort to win

friends and influence Congress¬
men may in time. rebuild him

*

some more pleasant personal re¬
lations, but the whole effort
comes too late to retrieve much
of the Truman legislative pro¬
gram.

...Thus the .Senate Expenditures
Committee so amended the pro¬
posed reorganization law, and by
the top-heavy vote of 9 to 2, as to
kill practically if not» theoreti¬
cally any chance that the Presi¬
dent might have power to reor¬

ganize the government establish¬
ment as the President wishes it
Mr. Truman will be confronted
with other frustrations on labor,
wage-hour,, social security and
health legislation.

So yet to be faced is the issue

of how the President will react to
a pale and relatively insignifi¬
cant legislative achievement, or

how his labor supporters in turn
will react if the President decides

BUSINESS BUZZ

m
U**

"This is the sixth time I've been in here to get a calendar-
the new teller is the splitting image of Charles Boyer!"

to play cozy with Congress until
he develops some other appeal.

Another implication of the
"surrender" of the President is
what to do about the conserva¬

tive Southern Democrats. This
is a problem which is unlikely
to resolve itself, for in a few
states Mr. Truman's political
lieutenants have been playing
around with the idea of build¬

ing up Truman Democratic or¬

ganizations and throttling the
"regular" or Dixiecrat organ¬

izations. After the Senate beat¬

ing on the cloture business
some of the same lieutenants,
after doing a little adding on

their fingers, decided maybe it
wasn't so good after all playing
around with Truman Democrats,
and started to make proffers of
patronage to the old line crowd.
Now the Truman boys from the
deep South are sore as a boil
and demanding a showdown.
,\ V . '

i ■_ J , ■ • ' ... A

Strange as it seems, the public
works planners actually are, as

Maj. Gen. Fleming,- Public Works
•Administrator, implies, on the out¬
side looking in. \ . ;

General Fleming has been howl¬
ing as much as. he could, consistent
with avoiding a "shut up" from
the White House, that public
works planning has gone to the
dogs, and it would seem that this
is the case. Actually , all the ad¬
vance planned public works which
the PWA could conjure up to fight
a depression, when, as, and if the

Administration wants to fight de¬
pression with public works, is the
relatively insignificant total of
$2.5 billion of projects.

This means projects for which
working drawings have been
made and costs tentatively esti¬
mated, or projects upon which
work of construction actually
could get going within a reason¬

ably short time after the money
was made available. This in¬
cludes everything planned in
advance of current construction

by states and local governments.
There is virtually no advance
planning of - proposed federal
public works.

It is asserted that without a

"shelf" of feasible public works
it would take two to three years

after the time a Congress might
again get PWA-minded, to get
an actual construction program

rolling, for schools, hospitals,
etc.,. must be designed for par¬

ticular sites. It is claimed that

despite the big noise about fed¬
eral public works in the early
30's, volume construction under
the federal program actually
did not get under way until
about 1936.

So if the Administration again
became panicked for "made work"
the money for the first two or
three years would again have to
go for leaf-raking, outhouses,
travel guides, and similar objec¬
tives.

There is, however, no present
indication that the Administration
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has any serious thought'-of "going
for public works in the foresee-*
able future.

<< tt i:. i

. There is a difference of ap¬

proximately $2 billion in - the r

.estimates which key responsible
Congressmen and the Treasury
have about the current year's!
actual results. In Congress it is,
believed that the budgetary
surplus will run between S1.3
..billion and $1.5 billion. The
Treasury sticks by its estimate
of a deficit of $600 million. Both
sets of figures disregard the
ECA "trust fund" bookkeeping
device whereby $3 billion of fis¬
cal 48's huge surplus was ac¬
counted into the current year's
spending. ...

(This column is intended to re¬

flect the "behind the scene" inter¬

pretation from the nation's Capital
and may or may not coincide with
the "Chronicle'8" own views.)

Boardman & Freeman

Forming Own Firm
BOSTON, MASS. — John D.

Freeman and Roland H. Board-
man have formed Boardman &

Freeman, Inc., with offices at
75 Federal Street, to conduct a

general investment business. Both
were formerly resident partners
in the Boston office of R. H.
Johnson & Co.
Howard T. Evans, who was also

with R. H. Johnson & Co., is now
associated with the new firm.

Mason Kight & Harry Lee
With Pacific Company v

.. (Special to The Financial- Chronicle)

LONG BEACH, CALIF.—Mason
E. Kight and Harry L. Lee have
become associated with Pacific

Company of California, Security
Building. Mr. Kight was for¬
merly proprietor of Mason Er
Kight & Co. with which Mr. Lee
was also associated.

With Thompson in NY
John Russo, who has been in

the J. Walter Thompson Com-
pany's Buenos Aires office since
1943, has been transferred to the
New York office where he will

serve as one of the Representa*
tives on the RCA account.

Two With Herrick, Waddel!
(Special to The Financial Chronicle)

BEVERLY HILLS, CALIF.—
Robert E. MacFarlane and Elmer

R. Matthews are now with Her¬

rick, Waddell & Reed, Inc., 8943
Wilshire Boulevard.
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