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. Business Prospects

By ROY L. REIERSON*
‘Assistant  Vice-President, Bankers
Trust Company, New. York City-
- Bank economist, after reviewingi
| recent developments, lays ground'
i for- belief. in further and more
: substantial downward turn jn
business activity on: (1) disturb-

“ing - effects: of  additienal - price! |-

t adjustments on- production and|
i employment;‘ (2) lag in consum-|
i er spending; (3) reduced level:
" of capital expenditure; and (4)'
. ineffective: government  spending. |

The downturn of business has
‘gained some inomentum’ in. recent
weeks.
that the postwar boom came to

v an end in-the
. e - latter‘part of

-1948,-and-that;
-the rate-of-in- ||
;dustrial pro-|
", duction - has,

“d'eclineéd
+ tather steadily

-for, the 'past|
“six ‘months.' I

.believe this
‘trend will
< continue. '

.. :The state of

. ‘business today
‘reflects a fun-

damental

change in the

demand. and
supply situation. Until recently,
the multitude of pent-up demands
in this country and the rest of the
world has boosted income and em-
ployment -to . new high- levels. 'In

(Continued on page 41)

Roy L. Reierson

*An address: by Dr. Reierson at
the Federal Reserve Bank of Min-
neapolis, Minneapolis, Minn., May
7, 1949.

City of Los Angeles
Department of Water
and Power

Electric Plant Revenue
Bonds, Issue of 1949

Rate Due Price _

"2%% 1982 100
2V 1984 - 9915 -
2% - 1989 93,

(When, as und if 'issued) :

WHiITE, WELD & CoO.

Members New York Stock Exchange
40 Wall Street, New York 5
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It- is apparent by now

may: be very  serious, prominent

agricultural technology which can

. vigor to private entérprise i
Histbry. warns tha

in -business—althou,

Severe Slump or a Depression? |
By MURRAY SHIELDS* ; _
Vice-President, Bank . of the Manha@tan' C

Asserting present readjustment, -unless the cold war gets better,
holds nation is in pilot-plant stage. of revolution.in industrial and

of products. Warns depressionican be. severe and prolonged if -
- government: resorts solely_to-its: spending-power to Aurn-tide and: -
“neglects factors which:make for private economy: expansion. : Fore-
sees period of prosperity after readjustments, if task: of restoring

" The Preéept Situation
t booms: of the length and in
lowing World War IT ‘have to be “unwound”-and that the process of
correction always has-involved: a sharp and 'substantial downswing
gh- frequently'th‘e ‘slumps'.have-'beenrb_rief. *The

The Outlook

By HOWARD'
President, National Ci

Leading New York banker holds

ompany
New.York banker, nevertheless,

lower costs and improve quality

s approached realistically. - -

tensity of that fol-|

No Cause for Gloom

for Business
C. SHEPERD *
ty Bank of New York

general welfare will not be hurt,

but_helped by return of competition ‘which will make people work

- harder. He sees little reason for complaint regarding current down-
“'ward trend in business. ‘Says stabilization'is likely to be achieved
at a fairly high level of production and employment, and there is
little ground for fear of a serious depression. e

" Whether the change be called “disinflation” or something else,
the inflationary: influences in business plainly lost their force some

months ago, and the pressure in the beiler has gone. down. We see
the -effects- in:'a: shift from sellers’ to buyers’ marke

ts, in falling

postwar. infla-~
_ tion in -com-
‘..modity prices,

- well. adver-

roughly. the
same.levels as

- ‘those which
marked -earli-;

', er wars; and,
..the current
“episode has
bheen  the re-
sult of essen-
tially the same contributory fac-
tors, ‘namely, wartime monetary
expansion, productive inefficiency
and . temporarily acute shortages.
The pronounced decline in the
prices of basic raw materials ex-
perienced in the past few months
may well foreshadow a 'pro-
longed downward movement in
commodity prices. In the past such

(Continuéd on ‘page 34)

Murray Shields

#*An address by Mr. Shields be-
fore the 37th Annual Meeting of the
Chamber - of Commerce of the
United States, Washington, D. C,,
May 5, 1949,

FRANKLIN ‘CUSTODIA\K
FUNDS, mc. - ||
& . - . o) ‘*. \! N,
- A Mutual Fund *
. COMMON STOCKFUND .~
PREFERRED STOCK FUND
BOND FUND ' -
UTILITIES FUND
INCOME (BALANCED) FUND
Prospectus on request ‘

- FRANKLIN DISTRIBUTORS, Inc.
64 Wall Street, New York 5

-despite all the |’

.. tised efforts to.|-
... control it, -has|”
““.been-about “as|” ' -
.. rapid ' and-has|™”

.r-eached|

EDITORIAL:

As We See It
77 - Prosperity as a Farm Crop -
So far as one may judge from Washington reports, it.is
not likely that the new farm :program sponsored by Secre-
tary:of: Agriculture ‘Brannan -will reach. the statute books
this-year.. The rank and file' may therefore be excused for
a certain lack of interest;in the details of this strange pro-
posal! The liné of reasoning with which it is defended. is,
however, in a somewhat different category, since it is the
theme of the agrarians (or should we call them the Physio-
crats) of the country for-a long time past, and is certain-to
be employed for all it is worth in preparation for another
effort next year to pass some such measure, At bottom, too,
this is the philosophy employed by labor leaders and polit-
ical friends of laber leaders to defend the demands of the
unions—and is, for that matter, in increasing degree the
argument used by any and all elements who wish to get
their snouts into the public trough. ’

The elaborate defense of his:plan presented. by the
Secretary of Agriculture to a Congressional Committee early
last month is, therefore, perhaps worth more attention than
it has received. “I want to list several ways in which we
(Continued on page 34)
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" NEW YORK 5, N. Y.

SUGAR

Raw—Refined—Liquid

THE NATIONAL CITY BANK
OF NEW YORK

Bond Dept. Teletype: NY 1-708

: bExports—.lmports—Futures ;

DIghy 4-2727

~>demand and

‘| prices,

declining

in';all
widespread ;
policy of.

shotftening .
clommitments- -
and Treducing -

i|inventories,

Asbankers
wé see it'in a’.
lessened -de- -
mand for .
business loans -
from good
borrowers:
Production '
has caught up,
pipelines are :
filled, and plant and'equipment
expenditures are turning down-
ward.. There has. been an increase "
in unemployment, in some places
(Continued on page’ 43)

- Howard C. Sheperd

#Abstract of address by Mr.
Sheperd before “the Indiana
Bankers: Association, Indianapolis,
Ind., May 11, 1949.

State qnd
Municipal
- Bonds

Bond Department
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Mg DONNELL & (o.

Members
New York Stock Exchange
New York Curb Exchange
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MINING STOCKS
OIL STOCKS i
Low Priced Industrials
INACTIVE STOCKS

Stocks Removed from the
New York E_xchanges

STEIN & COMPANY
Moembers Nat'l Ass’n of Securities Dealers, Inc,
27 Willlam St., N.' Y. C. 5, N, Y,

1 Montgomery St., Jersey City. 2, N, J.
Tel. DIgby 4-2190 _ Tele.: NY 1-1055

American ' Air Fﬂter Co.

Common

Black Star Coal Corp.

Common

Kentucky Stone Co.
5% Preferred

———e

iwe BANKERS BOND co
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1st Floor, Kentucky Home Life Bldg.
LOUISVILLE 2, KENTUCKY
Long Distance 238-9 = Bell Tele. LS 186
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Corporation

BOUGHT — SOLD — QUOTED
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Members 8t. Louis Stock Exchange

s Trusfs Show Caution in First Quarter

Open-end funds increase reserves
theless overall portfolio purchase:

Aided by the steadily increasing inte
houses in the distribution of investment ¢

By HENRY ANSBACHER LONG

from cash proce:ds of sales of own' participations to public. Never- .
s, exceed liquidation, with concentration in “‘defensive” industries as
 utilities, merchandising, food, tobacco and insurance, = ;
rest displayed by prominent stock brokerage
| ompany shares, open-end funds increased their,
resources to such an extent t/i\uring the- first quarter of the year.that they were able to

¢

make pur-
chases inequi-
ties ~ of “the-
more stable
industries,

| while at the

same. time in-
creasing their
cash reserves,
Three - closed-
end companies
—Adams Ex-
press, Amer-
ican :Interna-
tional a n d
National
Shares . Corp. - . ’ -
—also bought Henry A. Long
stocks on bal- iy A
ance, the first- two’ trusts making;
rather -extensive . new commit-!
ments. in preferreds, over half of
which were in utility issues. The
common stocks’ of the public util-;
ity «companies’ were the outstand-i
ing favorites during the period in
view of their comparative stabil-
ity and good yields.’ Other groups
which were well liked were the
merchandising, ‘food and tobacco
stocks. Included . in this prefer-
ence for the more stable industries
were many scattered individual
purchases of insurance shares. The
investment companies reversed
their field in the steel stocks, and
what had been ‘a “popular group
in. the final quarter of 1948 now
became the industry in which sell-
ing was concentrated. Recognition
was apparently being given to the
easing of prices in -markets for
nonferrous metals as purchases of
these' companies were only half of
amounts bought in the previous
quarter. The wisdom of such tom-

mitments had been questioned in
our December survey.

Oils Heavily Held

Purchases of oil stocks again
slightly topped sales. As produc-
tion is rapidly being adjusted to
the present supply-and-demand
picture, several investment com-
panies still find current prices of
many - oil equities attractive  for
the long pull, although at the same
time "there has been some notice-
able  liquidation in such prime
favorites as Standard of Jersey
and Phillips. 30% of the 63 com-
panies included .in- this survey
held 15% or more of their net-as-
sets-in the equities of oil and nat-
ural gas comparies. United States
& For.ign Securities, United States
& International Securities,” Gen- |
eral Public Seérvice, Massachu-
setts Investors Second -Fund and
State Street Investment Corp.'had
30 to 35% of their assets invested
in this type of security. American
International,” Geneéral * American
Investors, Lehman, National Shares
Corp., New England Fund and
Wall ‘Street Investing Corp. were
20 to 25% committed in oil and
gas.

Overall Cash Reserves Increase
Cash reserves increased by 14%

(| 3612 %,

$179 million. .* Largest increment
was “'among the ‘open-end ' stock
funds, their liquid balances ex-
ceeding the previous quarter’s
total by 30%. Particular attention
should be directed. to the - two
Loomis-Sayles funds whose :re-

i serves of cash and*governments
iihave now ‘been

vey because of the protection

| these trusts had given their share-
| holders both -in ‘1929 and ' 1937.
/| Wall~ Street Investing Corp., an<

othef ' common ¢ stock: open-end
fund, " sponsored ' by ' investment
counsel . (and ' having ' no - sales
load), " increased ' cash- reserves
during the quarter from 21.3%"to
32.2%. f It i

In spite.of the fact that 80% of
the open-end balamnced funds
bought “equitieés on balance, -half
of those covered by 'this survey

were’ enabled by distribution of-
their own shares to the public to

increase totals of cash. and govern-!

ments, Only four out of 20 of this

type of investment fund held more!

than 70% of net assets in common!
stocks and -more volatile pre-
ferreds and bonds. Five held 60%:
or smaller- percentages of net re-|
secur-
.. |fects manufacturing activity . , .
i| @ ‘short, perhaps sharp, business

sources in the less stable
ities.

Censervatism Emphasized -

Many fund managers profess an'
inability to gauge either the ex-!

tent or duration of the present
recession and it is therefore read-

ily. ‘explicable why a . generally

conservative policy is being fol-

lowed both in.the size of cash
reserves and type of investment
upon which buying is being con-
centrated. ' Exemplifying . this
viewpoint are statements of sev-
eral investment company execu-

tives accompanying their 'quar-
terly reports. . ‘William H. Schu-'

bart, President of the Bowl-
ing Green Fund, comes right to

the point: “The outlook for: busi-;
ness in 1949 is clouded by the!

sharp readjustment that is taking
place in business.
a period of business recession and

it is difficult to judge how far it

will go. For the present, we pro-

pose to maintain a substantial

portion of your Fund in cash, gov-
ernment bonds and securities of

-less vulnerable type.”

Douglas T. Johnston, chief
executive of the Fund bearing his
name,.seconds Mr. Schubart: “, , .
Wwe are now in a period of read-
justment. In such a period no one
can be sure thgt the decline in
activity will not feed upon itself
and thus produce a.downward
spiral, Adequate reserves are the
best insurance against this possi-
bility.” - Such conservative atti-
tude is also expressed by Carl

A. R. Berg of the Russell Berg

over the 1948 year-end figure to!

Fund; ¢ . ., More than at any

We Maintain American Markets For: .

CANADIAN INDUSTRIALS
CANADIAN MINING

CANADIAN OILS

BRITISH SEC!JRITIES

GoopBoDY & Co.

Members N. Y. Stock Exchange
115 BROADWAY
Telephone BArclay 7-0100

and Other Principal Exchanges
NEW YORK 6, N. Y.
£ " Teletype NY 1-672

inereased: - to-
During 1948,  the ‘Loomis|
'| balances had been - steadily - ex-
‘| panded to 27%%; a fact which we
|| emphasized ‘in the  December sur-

at-about one-half "of net assets |
-but:during -the ‘last -six- months

‘tion, -develops ‘cumulative force.

e are now in’

time since the end of the war the
national economy seems to be
walking - ¢ tight-rope between q
moderate adjustment followed by
stability on the one hand and g
substantial recession-on the
other...... a.continued policy; of;
moderation and- selectivity in the!
purchase’ of = equities seems de-

STEINER, ROUSE & Co.

A '/Zlabama &

Louisiana Securities

B ong{—Sold_—-Quotéd

. Members New. York Stock Ezchange |
25 Broad St., New York 4,N.Y., -
. MAnover2-0700  WY1ase, -

NewOrleans; La.- Birmingham; Ala.

% Mobile, Ala.. g

Direct wires to our branch-offices

sirable.:- The..present holdings of | =

common: stocks in the fund.remain |

investments-have: been ‘increased |
to an unusual extent in-the more

stable. industries; sich-as public/|-

utility and insurance, where earn-|
ings appear to be in a strong up- |

ward trend.”

-, Executives of the' Axe-Hough-||

ton Funds very frequently. in-]
clude * significant: ‘comments
their- quarterly reports.” Emerson’
Axe, "President of -the ' funds,|
states:-“A " contraction .in  general |
buysiness’ activity, ornce ‘set in mo-

For example; a lower: volume -of |
business ' makes ‘it possible for
business ..enterprises to .carry’
smaller inventories and this in

H. Honts & Co.

in{ |

N.

. Established 1856

members’
New - York- Btock’ Exchange
' New . York Curb Exchange
New York Cotton . Exchange
. Commodity Exchange, Inc.
‘Chicago . Board of Trade
New Orleans Cotton Exchange
And other Exchanges

Y. Cotton Exchange Bldg.
NEW YORK 4, N. Y.

CHICAGO DETROIT -PITTSBU'RGII
GENEVA, SWITZERLAND

turn- brings- about a further con- |-

traction in production. Declining
prices in themselves lead buyers
to'hold ‘off, waiting for still lower
levels, ' . Decreased employment
reduces retail demand and this af-

contraction'in 1949 is a real pos-
sibility.” -
An Optimistic. Note
A more optimistic note is|
struck by D. Moreau Barringer in
the April 8 “Directors’ Letter” of
the Delaware Fund analyzing the
concept..of a “revolving” reces-
sion: !
“By that phrase is meant a busi-
ness decline which starts at widely
separated times in different in-
dustries and therefore avoids such
a coincidence of declines in many
industries as might make for criti- |
cal  unemployment- or a- serious
general depression, . . . This un-

b

Royal Bank of Scotland

Incorporated by Royal Charter 1727
HEAD OFFICE—Edinburgh
Branches throughout Scotland

.- LONDON OFFICES:
3 Bishopsgate, E. C. 2
8 West Smithfield, E. C. 1
49 Charing Cross, S. W. 1
Burlington Gardens, W, 1
64 New Bond Street, IV. 1

TOTAL ASSETS
£155,175,898

Associated Banks:
Glyn Mills & Co.
Williams Deacon’s Bank, Ltd.

usual dispersion in time of peaks
in various industries ‘gives sub-

stance to the hope that a large
part of the industries that have
been in recession for one, twa or
even-three years may have com- |,
pleted the adjustment-of supply
and - inventories-to demand and |-
may now be launched in a4 phase .
‘©of :production recovery. There
are indications.that this is occur-|.
ring in cotton:textiles and certain |,
building materials, in rubber and
possibly in glags.” - - -

With' overall purchasing trans-
‘actions increasing 5% over those|:
of the previoys quarter while|.
sales registered a 14% decline, is-
sues bought  during the quarter
under review exceeded those sold
by 35%. Excluding . increases
from stock :dividends and liqui-
dating . distributions, purchases: of

‘Whether I’s Hot
Or Gold

Bre sure to. read vv"‘Our‘

Reporter’s. Report” col-

umn every week. in the -

“Chronicle” to see how'

those  new . issues
going,

are

utility issues accounted for 20% of

N I s B 57 T A B A PSP MG

(Continued on page 28)
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Results of Poll Constitute

£
|
'
!

L

~ Severe Indictment of NASD

i VIGWS‘ expressed by majority of dealers. belie: contention in some

b
|
|
1
!

i
]

quarters that ‘organization has-aided securities industry :and: is: a.

" voluntary. association. Additional. comments. by. dealers pertaining.
to 5% mark-up: philosophy; vs. market for- secnuhes of smaller

business eorporatwn&
We present further below: the results up: to. press time,

May. 11 of the poll cenducted. by the “Chronicle” for the
purpose of obtaining factual evidence as. to the attitude of
the securities industry towards the National Association of
Securities Dealers, also its. policies. and methods of operation.
As suggested ‘in this space last week, "the indications are

‘that' the bulk’ of the replies that- could: be expected are

already in hand, although a few have been'received since
that' time. It was further noted: that-the outcome of the
balloting constituted a severe [indictment by the industry
of the NASD; per se; also'its: reﬁu_latlons, praetices: and over-
all. policy. All this, of course, is- readily-apparent from a
¢asual inspection of the standmgs of the poll as set forth
in: the accompanying tabulations.

!

In connection with the survey, it is of interest to note

that the Board of Governors of the NASD: will hold'its Spring
Meeting at Hot Springs, Va., on May 16-17. -Like those in
the securities industry, this publication awaits. with much
interest an -official- account of the subjects: discussed and

-conclusions reached at this important conelave:

Meanwhile we are obliged to forego detailed editorial

‘analysis of the results of our independent and: impartial poll.

The controlling factor here, of caurse; is our desire  to

accommodate: the: views expressed by- ‘participants in"the:

poll: with respect. to various aspeets of NASD pelicy. Ac-

cordingly, provision.is. made in this jssue, starting on. page 8,

for the remaining unpublished comments: made by “dealers

-with-reference to the effect, if ' any, of the: NASD 59 mark-

up-philosophy on the market for securities of the+smaller
corporations. of .the. country... This marks the ‘fourth con-
secutive week that such expressions have been given, the
initial group:having been: published in the issue of April 14.
Starting with next week’s. issue: 'we willl reproduce the- re-
marks submitted to: us-on others aspeets of NASD: policy.

- CURRENT RESULTS ‘OF NASD: POLL.
(RETURNS FROM NASD MEMBERS)

Total ballots returned

,(1) 5% “Yardstick”:

Favioring 216 or21.6%
Opposed N b N i TN 754 or 75.49,
No opinion, ! 3.0%
Questionnaire for Reports.on Spreads:
Favoring 23.L%
74.2%
No. opinion: _. 2.7 %
Examination of Books and Records Where
" Neither Complaints nor Charges Are Pending;
Favoring 206 or 20.6%
76.5%
No. opinion 2.9%
NASD Tricl System: -
Favoring.. .. . - &lizaibues o ool 116 or 11.6%
Opposed ' 85.49
No opinion~. e 3.0%
Rule Forbidding Dzs‘count to Non—Members.
3 Favoring
Opposed o S L Gra et it e bl S 690 or
No. opinien ;
Should: Maloney, Act Be Repealed" :
‘Favoring 64.2%

Opposed?: =i st ) Hivlied, 800k 274 or 27.4%
‘No- opinion : : :

21.4%
69.1%
3.5%

(Continued on page 8)

We are inteieSted in offerings of .
High Grade Public Utility and Industrial
‘ PREFERRED- STOCKS:

Spencer Trask & Co.
Members New York Stock‘Erchang‘e
25 Broad Street, New York 4

HAnover: 2-4300

Teletype—NY 1-5
Glens Falls, - =

Members New York Curb Ezchange

| 50. Congress: S’treet, Boston 8
" Hubbard 2-8200:

Albany - :Chicago: =

Schenectady = ~Worcester

8.4% |

et

AND COMPANY

UNFAITHFULLY
YOURS

That pet stock of yours . . . how: it
left you. in. the lurch! It does not,
deserve a place in your portfolio.
‘See us about it!

Obsolete Securities Dept,

98 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551

ACTIVE MARKETS:

Lithium Corp.
Petroleum Ht. & Pr.
Puget Sound Pr. & Lt.
Southern Production

SIEGEL & CO.

89 Broadway, N. Y. ¢ DIgby. 4-2370
. Teletype NY 1-1942

We Ozyn and Offer
$75,000

Tii- Borough Bndge
Authority
234 % Bonds, due May 1, 1969 .
@ 10014
CIMBERAT & SELINOOD

111 Broadway = New York 6,N. Y. '
Tel. REctor 2-0878 Tele. NY 1-2805

‘Speeializing in
* Amalgamated Sugar
Analysis upon request

.

"EDWARD: L. BURTON
& CQOMPANY

Established 1899
Bell ‘Teletype SU 464

. 160:S. Main St. Salt Lake City, 1

PAYS DIVIDENDS-

because 1t works harder

Financial advertising in The New
York Times pays: dividends- be-
cause it works harder. .. reaches
banking executives, corporation
officials, professional and institu-
tional. security buyers—and
individual investors. Are your
advertising- dollars working hard
enough foryou? .

@he New ﬁnrk Times

“All the Nevs That's Fit tn Print’’

gitized for FRASER
lp://fraser.stlouisfed.org/
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- Meeting Special Selling

of Mooré & (ja;bot,

Building-Up Investment Clientele and
Lt Situations|

By HAROLD W. DANSER*
Members of New York & Boston

Stock Exchanges

Mr. Danser, urging -securities salesmen not-to be discouraged because of the “dull, dismal stock

market,” and contending “this-is just the time: to go- ahead to build clientele,’

? counsels-as’ to- details -

in accomplishing this purpose. - Covers methods of obtaining prospects, of making contacts and of
dealing with customers. Outlines treatment by salesmen of special situations.

This course is worth-while, 100%. You men have over the past-several weeks heard
some excellent lectures by topnotch men from various parts of the country. You know now
a great deal about the theory and the basic factors on salesmanship. I tonight will talk

especially to
the younger
men, 30 years
and younger.
I am sure,:
however, 'that
the older ‘and
more- - expe-
rienced men
will get some
inspiration
and help from
my -talk, I
hope - person-
ally I never
get too old to
listen to and
heed new
ideas, Ourin-
vestment business has new ideas,
new issues and new thoughts
every weekday of the year.

Building Your Clientele

I want to give you men tonight
some down-to-earth, clear-cut,
practical facts on how to build
your clientele and make a satis-
factory living for yourself and
your family,

I came to Boston from Wall
Street, New York, about 15 years
ago to build at that time anew,
another ' retail clientele for my-
self, ‘as I had no contacts nor
clients at that time in the retail
field. in Boston and Massachu-
setts. I, however, had already
planted my grass roots in New
England some years previous, as'I
had received my early education
at Exeter- Academy, a wonderful
_school, and my engineering train-
ing across the river at the Massa-
chusetts Institute of Technology.

"A lot of you men tonight are
worrjed and somewhat discour-
aged.. And if you are sincere in
your work, married perhaps, with
children to support, you are here
tonight hoping to get some down-
to-earth usable advice on how to
build your clientele, I am
shocked by some of the talk of
our members. I have talked to
some of the boys over the last
two or three months, and in some
cases these men. are planning on
leaving this type of business to
enter other sales fields of en-
deavor. Don’t give up until you
have honestly tried to make a
living in this field. I will show
you tonight, and tell you, how you
can build a clientele, The fol-
lowing is no theory; I have used
it myself and thereby built my
business in Massachusetts. And
our President, Clare Pontius,
who knows me. well, can vouch
for it and tell you it has worked
and paid big returns to me. And
men, if I should move tomorrow
to another city, like Albany, Buf-
falo, Chicago, I can by the same
‘definite, direct methods which you
‘will hear tonight, build -another
profitable clientele in one to two
years. This procedure, I am in-
‘formed, does not conflict with any
‘of the present rules of the SEC or
the N. Y. Stock Exchange.

° You now are in a dull, dismal
stock market, and have been ever
‘since Labor Day of 1946, I re-
‘member. so well after Labor Day
‘on' my return to the office, and

Harold W. Danser

*A lecture bv Mr. Danser, one
of two, the twelfth of a series in a
course on Investment Salesman-
ship. sponsomed by Boston Uni-
versity »nd the Roston Investment
Clrz» . Boston, - Mass., . -April . 20,
1949.
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found the market had fallen out
of .bed. The market has been a
dismal affair ever since.

Wall: Street is supposed to be
able to ' forecast ‘and ‘foretell
events; not more than'six months
in ‘advance,. but in September of
1946 they forecast a- major de-
pression would be coming along.
And Wall Street, as it has at other
times, guessed wrong, = No de-
pression came-in six months, one

| year or two years, and 1948 was a

tremendous year on a national in-
come ‘basis of the country, which
was approximately $250 - billion,
with large earnings and dividends.
And now in April, 1949, there are
some signs, years late, for this de-
pression predicted in 1946. It
appears now as if-even 1949 will
be a_ satisfactiory one—as meas-
ured against prewar years.

But the investors were hurt
back in the years of 1946 and
1947, and in some cases were
scared to death. In many cases,
they sold out their stocks at a big
loss, and sthe public have never
come back into this market on a
broad scale,

So, men, cheer up. This is just
the time to go ahead to build your
clientele, for it is an ideal time to
get new customers. In good times,
when things are booming, stocks
are in a big upswing, with every-
body. buying stocks ‘today and
finding them higher next month,
it is no time then to get new
clients. . The stockholder then is
happy, all smiles; he then says.
“My stock salesman .is a grea’
guy, he knows all the right an-
swers and is making real money
for me.” In that type of situa-
tion, you will have a ‘whale of ¢
bard time to get that satistied
client away from another invest-
ment salesman,

I want to help you men tonight
to learn how to build your, clien-
tele this year, when the other fel-
iow’s customers can be so easily
snatched away. .

Keep in Constant Touch With
Clientele

The big mistake which any
stock salesman can make is to
duck away, forsake and neglect
to follow, weekly or monthly, his
regular clients in this tyve of dis-
mal stock market. Give your
present clients even more service
now, talk with them, give them
continual business news and earn-
ings of the corporation they now
hold stocks in, and let them' cry
on vour shoulder. Give a sympa-
thetic ear to their tales of woe.
about Truman, Congress, wat with
Russia, and so forth. .

I have had some of my arger
clients tell me, after they have
unloaded their woes to me for 2
half hour, that their heart and
mind have been relieved. Then I
can talk to them about some new
investment situations which they
should buy into.. Give more
service now, men, than you need
to in an active, rising market pe-
riod. I wish you men would fol-
low more closely in your work
my Rotary Club motto, “Service
Above Self—He Profits Most Who
Serves Best.” That pays off.

Details of Clientele Building

Now, details about how to build
a clientele, and the tools you
need, Buy a Stockholders List.

You have all seen them, I used

them when I built my clientele,
when I came to Boston and had
no contacts or.clients of any kind:

‘Buy a Stockholders List that car-
ries a “Buy” or ‘“Hold” rating: on

the Standard & Poor’s stock: card.
The reason for that is, men, I
don’t want you-to go out on your
cold-turkey ‘work with ‘a. dismal
message. - Where a ‘man already
is down, go out with a cheerful
message,  Take a stock that -car-
ries a “Buy” rating at this time:
Have your firm order  several
hundred ' "additional ‘Standard: &
Poor’s stock.cards for the Stock-
holders List you are going to
work on.

I always select a stock to work
on that is doing well because, as I
say it brings a cheerful message,
it puts your prospect into a much

| more cheerful and more fertile

atmosphere for sowing your
seeds, to win that man over into
your camp, to become one of your
clients. :

Now, to lay out.and prepare to
start your campaign. ' Take off

Do You Want 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. (Previous
lectures appeared on-page 4,
in our issues of March 3, 10,
24 and ‘31:"April '7 to 28, and
May 5.) The Boston Invest-
ment Club is anxious to learn
the maximum potential inter-
est for copies of a brochure to
contain all of the respective
lectures. Inquiries in that re-
gard should be addressed to
Dr. Douglas H. Bellemore,
Chairman, Economics and Fi-
nance Department, Boston
University, Boston, Massachu-
setts.—Editor. '

the names from the Stockholders
List, I use shareholders who hold
from 30 shares and upward. Check
their ‘present 'address in’ the tele-
phone book or the city directory
in the section of Massachusetts
where you are going to work,
segregate them into cities and
towns. I advise you younger men
and newer men in the business to
skip -downtown Boston, where
they - are too hard-boiled and
tough. Get out into Natick, Welles-
ley, Framingham, Marlboro, or
a group of towns and cities like
Lynn on the North -Shore, or
Quincy on the South Shore, and
on down. And you will find
these men and women you will
'be calling on cold turkey are
much more sociable and easy to
meet.

After you have taken off sev-
eral hundred names from the list,
then mail out some market letter
from your firm, if it has one,

(Continued on page 32)

By ROBERT

4 Member New York Stock Exchange f
i Pointing to the Administration’s: lighthearted -piling-on of subsidies; ;

Stock Market Stalemate
| ~ Likely

to Be Extended

)

i stock market .economist’ asserts - onrushing - Federal deficit cannot -

. be ignored by prudent investors.

Although expecting continuance :

! of diversity of individual .companies’ results; he. believes profits in
; aggregate will decline during.balance .of year. . Despite-anticipation :
. of adverse events as dividend cuts, Mr. Byfield predicts stock prices -
will remain in narrow range holding above 1946-1948 lows, -
. The poet Virgil describes in his Georgics that when the giants
tried to scale heaven they piled (the mountains) Pelion upon Ossa,

'qhereby adding future'difficulty to present difficulty and embarrass-
ment to embarrassment..Likewise, one of the more frightening aspects

of the .Wash- .

ingtonsceneis
the lightheart-
ed fashion in
which those in
control-of -the
government
are seemingly
willing ‘to pile
subsidy. . upon
subsidy,
scheme’ upon
scheme, and
project upon
project re-
gardless of
their effect
upon the con-
dition of ' the
Federal budget. Long-term spend-
ing commitments are being en-
tered into from which withdrawal
will not in good faith be a future
possibility. Accordingly as is now
gradually becoming clear to even
the more casual group of observ-
ers, we are once more rushing
toward a sizable deficit with cos-
mic speed.’ Despite growing evi-
dence of an_ earlier European, re-
covery than had been expected,
our ECA expenses will continue
for some years at approximately
the current rate and there must
now be concomitant outlays for
the implementation of the Atlan-
tic Pact with military assistance.
There are the expenses of the new
housing program, the growing ap-
propriation for innumerable pub-
lic power and reclamation projects
and the prospect of larger spend-
ing for the veterans and for edu-
cation. There is furious lobbying
for socialized medicine.

It is now practically certain that
the 1949 domestic harvests are
likely to be so bountiful that the
price parity schemes already on
the legislative -books  will: be un-
der severe and costly strain to
cushion the forthcoming decline in
quotations. Some of the results;
merely a foretaste of what may
happen when and if a real defla-
tion takes place, are high-lighted
by the Great Potato Scandal
whereby the Federal Government
has in recent years spent almost
a third of a billion dollars in price
support operations and still is
handing out $1,000,000 a day. Most
ambitious and perhaps the cost-
liest of all is the Brannan Plan
for the guaranty of farm income
which does not even have a price
tag attached but which we are
asked, - nevertheless, to - accept.
Cloaked superficially in the vest-
ments of plausibility, it is from
the standpoint of national account-
ing, merely another collectivist
gold brick. The hue and cry for
the Welfare State is being stepped
up week by week to a crescendo.
Its prospectus states in bold face
type that, under its.banner, the
rich shall carry the poor, the well
carry the sick, the young carry
the old, the landlords carry the
tenants and the employed carry
the jobless. Only if we read the
fine print at the bottom of the last
page do we suspect that someone
is going to have to pay the bill.
As the British experience is defi-
nitely proving, the high bracket

Robert S. Byfield

taxpayer simply cannot carry the|

load since social welfare costs in-
evitably exceed estimates and
there is, in the long run, no one

except the sheriff ‘and the under-

“|taker ‘to carry those who provide

the tools- of ‘industry—the ' men
with. venture capital. Moreover,
and at the risk of being classed

| by the liberals .as a black reac-

tionary, we hazard the opinion
that only through exercise of the

.| coercive: power of the State can

the able be forced to.carry the
witless, the energetic carry the
lazy and the thrifiy carry the
shiftless. : o

Nor are the prospects for a
sound budgetary situation bright-
ened by an examination of the
near term income possibilities of
the Federal Government. It is
perhaps not widely realized that
approximately 60% of the receipts
of our Federal, state and local gov~
ernments are derived from taxing
corporate and individual incomes
as against only 41% for the Brit-
ish and 42% for the Canadians.
This fact coniributes to a height-
ened instability of budgetary in-
take. There is no question but
that corporate and personal ‘in-
comes saw their peaks in 1948 and
the following table will indicate
the enormous gains since 1939:

Total
in Billions
1939
Private wages and salaries.. 37.5 115.6
Business and professional in-

(1)1 (-1 R A M NPT 6.8 252
Corporate profits before tax. 6.5 32.2
Corporate profits tax liability 1.5 125

No one expects the national

economy to shrink to anything
like its 1939 size, but it takes no
tax expert to recognize that a gov-
ernment ‘which depends so largely
upon incomes as ours should pre-
pare itself to shorten sail in the
event of deflation and not stub-
bornly attempt to freeze its ex-
penditures to a rate which can
be supported only by a record na-
tional income and an unprece-
dented prosperity, High fiscal au-
thorities must surely realize that,

'more than ever before, the Fed-

eral Government is “in business”
and is subject to its changes, its
volatilities and its vicissitudes.

Current Earnings Diverse

First quarter corporate earnings
though, in the aggregate, slightly
higher than the corresponding pe-
riod of the preceding year, were
so diverse that they provided few
clues as to what might be in store
for the various industry . groups
during the balance of the year.
Lower earnings than in 1948 were
shown by the cotton and wool tex-
tile companies, the oils paper and
pulp, railroads, electrical ap-
pliances, mining, building supplies
and retail trade groups. The au-
tomobiles and accessories, iron
and steel, machinery and allied
groups showed gains, but these are
likely to be deceptive at the rate
backlogs are being used up. Judg-
ing from the rate at which book-
ings are falling behind billings in
most capital goods lines the first
quarter results will undoubtedly
be the best of the year and corpo-
rate profits in the aggregate should

decline from here on in.

Basic Market Observations

In a discussion of the effects of
the election which appeared in

(Continued on page 16)
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As was true in:past Weeks,- increases in theproduction .of some|. -

goods -counterbalanced declines in'the:output ‘of others last week,
« thus-making for.a sustainéd -high-level of total :industrial production
for ‘the ‘eountry as a: whole. -Aggregate .output in -the. latest.week
. was.also close to.the high point prevailing at: this period one year.ago.
© " Total ‘claims for unemployment insurance: for the week -ended
April 30 showed an increase for the third successive week, the Federal
‘Security -Agency reports. . 0 L R

o A

.- .. -However, the total-of ‘initial claims resulting from mnew" unem- |,

ployment declined, according to the Agency. The total of such c¢laiing :
* by “newly unemployed” dropped ‘from-+341,500 to 321,900 during-the |
" 'week. "On the other hand, total initial claims rose from 347,500 to |

- 573,500, ‘mostly because of the new benefit year in New York State:
Total initial claims for week ended" May 1, 1948 was 222,812, tne
Agency pointed out. E '

.. Continued claims,- which are filed by workers each week of
- unemployment after filing the initial claims, totaled 2,051,063 for
. lhe week ended April 30, up 65,700 over the previous week when

. the total was 1,985,321. For the week ended May 1, 1948, the total
. was 1,088 976.

With respect to a report on labor turnover in March, released
by the Labor Department, this bureau revealed that 4.6 workers out
of every_lOO left their jobs in March, compared with 4.1 in February
and 4.5 in March, 1948. High since the end of the war was the 6.9

- for September, 1946. The average in 1939 was about 4.7,

! The report said 1.5 per hundred . in March quit ‘compared with
14 in February and 2.8 in March, 1948. .The high point - established
for quitting was in 1946, when 5.3 workers per hundred quit in both
August and September of that year. The 1939 average was about 0.8.

Layoffs accounted for most of the job-leaving, the report adds.
« In March 2.8 -per 100 workers were laid off, compared with 2.3 in

February and 1.2.in March of last year. Layoffs in 1946 averaged
about 1.1 per 100, and in 1939 about 2.2, ’ ?

% Ed

: *
Chain store and mail order sales in March held close to the
level of February, but were slightly under that of March, 1948,

The Commerce Department’s seasonally adjusted index for these
1 sales. stood at 300.6 in March. compared with 301.1 in February and
- 303 in March, 1948, with 1935-39 average as 100,

: In actual dollar terms without allowing for seasonal influences
-—thg shortness of February and .the later Easter this year—March
- sales totaled $2,190,000,000, up 15% from Feburary’s $1,862,000,000.

* The March total was about 5% under the $2,31
for the like month-last year. i FhAIB0NI00, Tepate
£

*®

Favorable weather and promotional sales in the week helped to
- raise total retail dollar volume very moderately about that gf the
}Jarsetv;ous uéeek. Itl was sﬁlghtly'below the level of the similar week

1 ear.: Seasonal merchandise, it wa. i i i
I8 s 1 s noted, increased in popularity

“Wholesale buyers placed a slighil large:

e v, ghily larger volume of orders than

week. Total dollar volume was reported :moderatel
beloyv that of the corresponding week a year ago with many buyer};
~ continuing to seek seasonal goods for special promotions. Collections
were generally less prompt than'at this time last year,

: Th_e steel industry this week is settlin
tern with the consumer in the driver's sea
ably fixed for business throu

- Age,” national metalworkin
steel trade, -

Lo It is clear to. most people in steel, the magazine states, that a
_ lower ingot rate is a certainty for the last quarter- of this year or
sooner, with speculation as to just how low it will or will not go.
y The new"_element in the picture this week is the dark labor
outlock, It will affect steel because auto strikes mean cutbacks in
steel qrders_. Auto people will, if they .can, stock some steel but
there is a limit to what they can store until strikes are at an end.
I_f the car}cellations from Ford and any other auto firm that may
be hit by strikes are too heavy it means that other steel users will
get their steel carlier than they thought. They may not want it that
fast. But thgzt decision may not have to be faced if steel runs into. a
- long coal strlkze or a steelworkers’ stoppage, this trade authority notes.
‘ If there is a coal strike lasting for several weeks steel ingot
output may not be affected to the same extent as in other years,
states .thls t}‘ade paper; sitce stocks of coal and coke are heavy and
- are still bgmg built up. That suggests that a strong front is being
set up against any Uunited Mineworker demand which steel company
coal mine officials consider unreasonable.
When t_he steel -ingot rate really begins to slip later this year it
- may establish a new pattern. Whether it falls precipitately - or
ere will be a'great difference dis-

5

g down to a normal pat-
t and most mills comfort-
gh July at least, according to “The Iron
g weekly, in its current review of the

¢ whether the declire is graduat-th
irictwise. This will be due to the f.0.b. method of selling steel,.“The.
{Iron Age” points-out. - : ) :
¢..... Unless there is some:legal clarification on freight absorption: soon;,
:~which steel firms can: confidently -hold on to, Pittsburgh and Ohio
- Valley ar2as may be hard hit when orders fall off. Chicago furnaces
- may be running at a higher rate than. Pittsburgh. or. Ohio’ Valley
i plants.  As long as the customer has to pay. the freight he will try
- to fill all .of:-his needs close to home. : : e A
v Mills-which - depend: on remote -consuming. areas to keep their
- rates high will be the-first to be affected if the decline in overall
steel business is serious. It is significant that the Pittsburgh, Youngs-
. town, Wheeling and Cleveland areas account for 43.4% of the total
“ n o (Coirtinued on page 27) S

By A, WILFRED MAY*

The Investor Under Socialization

Former Special Economic -Expert; Securities & Exchange Commission
Associate Administrator, War Finance Division, U, S. Treasury

. Mr. May cites advanced: degree;and worldwide: sco)e «of -interventionism by ‘the Maternal- State, - Ad-
. ..vises investor, when thinking, in terms: of -his.own preservation, to itry learning to- live under- continuance
-..of .such :trend.. ;On- basis of . European: and - Scandinavian -record, concludes -under :collactivization--all 4
-.capital-owners.must snffer progressively; but-with:such - deterioration: .partly -mitigated : by - transfer- from
ST e e rentier-function' to equity-ownership. v e e

.« . We shall. first-outline the:scope :of today’s socializing:process—as to
likely duration—and then define the repercussions on-the investor’s status. =
“~The “‘possibility” of coming socialization now seems. to be fairly well -realized.: But

“coverage”«and

there are two
+elements
“:whieh’ are - not
‘.so.generally

appreciated.
Omne isthe
universality;
without re-
gard to locale
or .political
party, of
yearning for
the “maternal

state” as a

lean-to, In the

words of Pro-
fessor John

Jewkes, re-

porting his
first-hand . observations . of the
process in Great Britain (In the
“Chronicle® May 5, p. 1):

“Those’ who believe that the
state is.a more effective, juster and
more.farsighted agent for the pro-
duction and distribution of goods
and “services are to be found in
all parties. The contemporary en-
gulfment of the human mind in
mass irrationality—the belief that
in some way the state should and
could order -all the economic af-
fairs of its citizens as a good
housewife orders the affairs of a
happy household—has been no re-
specter of persons.or parties.
has affected young and old, the
innocent and the sophisticated,
the conservative and the progres-
sive.” :

Another ‘element in our social-
izing process not so fully realized
is _how far this country has al-
ready gone down the prim-red
path. . A

In connection with our unreal-
ized “gradualism.” I think it is
extremely worthwhile to realize
how: in ‘other tountries the: peoplé
have,through#wishful thinking ox

A. Wilfred May

“slid” -~ into a different and un-
wanted kind of society.

England did whistling-in-the-
dark similar to our own  after
Election . day. last November.
The precedent for our comforting
thoughts, as . that Truman “is
at least not a Communist,” that
“he didn't mean what he said
in the heat of campaigning,” that
“Dewey might have been worse,”
etc., was the unconcerned reaction
in ‘Great Britain‘over the Labour
Party’s victory in July, 1945. I
want to emphasize that this com-
placency did not emanate alone
from the expected quarters har-
boring the Laskis, the Beveridges,

*An address by Mr. May before
Annual Banquet.of the Economics
Society of New York University;
Hotel Statler, New York City,
May 7, 1949.

It.

just -general -complacency, fairly |

and the Shinwells, but from the
capitalist class. "

_The Half-Free Philosophy

‘The degree-to which we in this
eountry have already unwittingly
travelled - down the collectivist
road, its rationalization and the
difficulty of combatting it, are
illustrated . in the following ex-
cerpts from a recent communica-
tion addressed to me on ‘“the dog-
matic limitations upon the eco-
nomic activity of the liberal state.”
Coming from -a liberal educator
far enough to the Right to have
supported Governor Dewey in the
last Election, this slick language
typifies the present very effective
pressuring of the unwitting public
by “middle-of-the-roaders,? - pro-
testing their love for Capitalism.

“Our own liberals —. in which

term I include you and me,” he
writes, “weaken . our.case sadly
by our persistent failure to face
the facts and to assign to the state
things the  state can do. and pri-
vate initiative can’t. Our crowd is
disgustingly : infected . with dog-
matists who yelled against the
T. V. A., which has produced an
enormous number of private open-
ings -for private initiative where
none existed before. A Missouri
Valley - Authority whether  cen<
tered in Washington or in the
group of states washed by the
river, could contribute. two. to
three million = irrigated farms;
could give security against floods
to another half million, could sup-
ply  electrical power to .innumer-
able towns and farms now. in
darkness. .As we all know, a mil-
lion farms implies two million
families supported by transporta-
tion, manufactures and trade. All
private: initiative.
“Our system  of an economy
based on private initiative, like
all good things, has to be fought
for. Its most dangerous enemies
are not the doctrinaire socialists.
but the doctrinaire capitalists, who
try to-block the activities like the
T. V. A. and the dozen other river
Authorities we ought to have,
under the delusion that all gov-
ernmental. activity is socialism.

“There are hundreds of thou-
sands of people who will say, ‘If

‘that ‘s socialism, we are sociul-

ists.”

“John Wesley tock the best bar
room airs and set hymns to them,
declaring it monstrous that the
Devil should have all the -good
tunes. If Socialism is the Dewvil.
you’d better get to work to re-
serve some of the good tunes.”

This is a very expert and sin-
cere refurbishing of the thesis that

# "
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a state can indeed exist half-slave

:|and half-free, combined with the

inereasingly ponular theme under

.| which the 'Socialisers are selling

their wares, namely, that the state
must step in to fill the breach left
by the stubbornly unwilling or
impotent . free market-ers,

The “Distasteful Necessity”
- Criterion

This criterion of “necessity-for-
unwanted-intervention” as the test
for the state’s intervention is falla-
cious on two main grounds. - There
is ‘the -utter impossibility of ap-
plying objectivity in determining
the point at which such free mar-
ketimpotency takesplace. Whether
by the free-enterprising N. A. M.
members or the Keyserling plan-
ners or those holding political-
economic convictions between the
two, who, pray, in the absence of
quantitatively-defined standards,
is going to make the decisions
prescribing when it is “necessary”
for the state to step in (a doubt
reinforced by the Administration’s
recent pleas of the need for en-
larged steel capacity)?

The Planners’ Destroying-and-
Rescuing Tactic

Another obstacle to objective
judgment as 1o the need {or na-
tionalization and socialism arises
from "the socialist tactic. of the
planners themselves in first under-
mining free institutions, and then
proclaiming - that their f ilure to
function ‘effectively “unfortunate-
ly” compels an “unwilling” gov-
ernment to step in to fill the
breach. :

We have seen this tactic pursuéd
in a number of specific instances
by our own Fair Deal as well as
the British Labor Government.
Here we have seen this instanced
in steel and in banking. First by
taxation and overall attacks on
profits, government undermines
private industry so that it cannot
provide the required new plant
and equipment, and then — per
“Spence Bill” philosophy—it seeks
to step in itself, to supply the very
plant capacity and tools which it
has -been preventing industry
from getting.

The steel industry is a good in-
stance of this.  During the postwar
period costs have' steadily risen,
paced by government-éncouraged
wage rises—in the- face of fairly
effective price controls, or at least
obstruction - to "offsetting price
rises. Rising long-term breakeven
points also have accentuated the
climate of difficulty in attracting
(Continued on page 47)
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ITO Charter Should Be Appxoved’

» By WILLIAM L. BATT*
. -President, SKF Industiries,.Inc. -

Leading protagonist of lnternahona’l ‘Trade Organization defends -its <charter as »drawn up at Havana
‘ Conference, and, though admitting it is a vulnerable ‘document, urges :its ratification on grounii it fits ;|

in with other - mtemahonal economic organlzatlons .and-offers: ‘hetter protechon to -participants:in forexgn f
trade .and investment :than any -other previous .arrangement. - Says ATO s mot all - powerful -orzaniza-
tion, and failure of U. S. to ratily it would ‘cause; Joss ‘of U. S.-world leadership, ", |

-

i

Two years ago, I had the pleasure.of talkmg to you T looked over my notes the other
day to see if T said anything that might contradict the-position I.am taking now. I want to

~ read one quote. I said then:

“I hope we shall be able to make as much progress in ‘the |.

. interest of
economic
- peace as - we
have towards
political
peace. I hope
-we can resolve
as a nation to
attack the
* problems of
world trade
and - employ-
ment as -we
_-are attacking |
the causes ‘of
© war.”
. "My support
. for the Inter-
. national Trade
* ‘Organization 1ests on one deep-
seated conviction, that the well-
being -of our countty will “in -the
" long run be affected by -the vol-
_-ume of our -export-import -trade,
.. that our productive processes have
50 developed and are so diversi-
‘fied as.to require -other markets
. than our own, and that a vigorous
world commerce will serve eur
. own best interests.
What ‘about this.charter for an
© ITO? Tt is interesting to. know
that 30% of your membership
said . they ‘had read the charter.
I have'it in my ‘hand ‘here. It is
a very long and-detailed document
, and-I suspect that.even seme of
‘that reading, Mr. Chairman, was
. likely -to ‘be a little 'sketchy. - 1

W. L. Batt

know that is.my own -experience |

_\with the first reading of it.
"The experience -of the twenties
and thirties with .the succession -of
. loosely drawn, sweeping igener-
alities ‘made it -clear that some
new and better approach to a-code
of “ethics on international trade
. was essential. The lend-lease
© ‘agreements of ‘the war had that
in ‘mind.

~Our White Paper in 1945, laying

: down certain fundamental Amer-
ican prmc1ples, led to a meeting
in, London in 1946, to a meeting |-
in ‘Geneva in the spring of 1947,
and “finally this document that

© came out of four months of work
in Havana.

This long record .of U, S, as-
sistance on freer and more multi-
lateral trade is one of the strong
reasons, in my judgment, for ap-
< proving this agreement.

.- In an.editorial in the New York

. “Txmes on Dec. 22nd -of last year,

- that paper said:

“The ITO charter is a code of
international conduct in the field
of commerce which, despite its

. Mmany necessary compromises, con-
stitutes one of the most important

. international documents of ‘our
time.”

Now, it you are ready to give up
this whole business of interna-

+ tional cooperation because you
have been so discouraged; if you
are convinced that we have gone
too far in our tariff policy, and
that it is time we ‘backed up; if
you feel that the power of the
United States should be more ag-
gressively used to force different
economic policies on other gov-
ernments; if jyou .are so discour-
aged about the development of-the
United Nations and its various or-
ganizations that the whole thing
seems to you to ‘be rather hope-
less, then, of course, I think you
are not going to support the ITO.

Now if, on the other hand, you
believed and still are hopeful for

o *An address by Mr, Batt before
. the Export Managers Club, New
~ York City, April 26, 1949,
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the general principles of ‘the
United Nations, the Bank .and the
Fund, reciprocal trade agreements,
the Marshall Plan and, last but not
least - the Atlantic" Pact, “then I
suspect that you will probably
tinally ‘tupport the ITO. -
You will ‘have 'supported these
international-ventures because you
find that our -economic policies ‘of
the ’205 ‘and "30s’ did not ‘work—
they attempted ‘withdrawal ‘from
Europe, our-hit-and-missfinancial
policies, -our ill-advised loans :and
credits, ‘our increasing tariffs -and
trade restrictions-of the -early 30s:
You may conclude, as I have, that
all ‘of these had ‘a“very significant
part in ‘bringing on-Weorld War II;

The ITO ‘Charter
Now -about this ITO :charter
(and I shall be very ‘brief and not
technical because I am not-an ex-
pert): :Mr. ‘Will .Clayton who, as
you know, helped to initiate this
whole development-of freer inter-
national ‘trade for = the. United
States, said of the charter:
“Behind .the .charter and  its
scores of :articles, there lies a :gim-
ple truth., The world 'will be a
better place to live in, if ndtions;
instead of taking unilateral actions
without regard to the interests:of
others, will adopt and ‘follow com-=
mon principles and enter into con-

conflict. And 'this, throughout the
entire range of trade relationships;
is what the-signatories of the char-
ter will agree to do.”

It is detailed, .If it is 'to ‘mean
anything, it must ‘be detailed. Buy
a ton of steel or look -on ‘the back
of your life insurance policy or
fire dnsurance policy ‘and see what
details -.are :necessary ‘merely :to

| give some understanding of the

agreements -in such a simple
transaction. if this document had
been in broad terms, it would not
have brought down on its head the
widespread criticism it has. It is
large and because it is large and
visible it is a .vulnerable target.
But Dean Acheson said immedi-
ately . after he became Secretary:

“The really successful.national
and international institutions. are
those that recognize and express
underlying realities.”

I would like simply to break
down ‘this charter for you as I
tried to do for myself.

There are, of course, ‘the open-
ing generalities. There are 106 ar-
ticles altogether in the charter.
The first 15 of them deal with
these generalities about fuller em-
ployment all over the world, eco-
nomic activity, development and
reconstruction—and in those first
15 are these famous Articles 11
and 12 which have“to do with the
status of foreign investment.

Then the next 30 have to do
with commercial restrictions —
tariff and state trading and the
like.

The next 10 deal with restric-
tive business ' practices which I
will call, for simplicity 'sake, the
cartel part of the picture, And the
next 15 are on commodity agree-
ments.  Finally, the 35 deal with
the mechanisms of ‘the. organiza-
tion itself.

There are very many ‘in this
country—most of them I think not
heard from .so much—who, after
weighing all the pros and cons,
do favor the ratification of this
charter. Because they will not see
in it the dangers which ‘others .do.
They will conclude that its pri-

mary function is to afford certain

sultation ‘when interests come into’

broad declarations of the natioris
of the world toward an objective
of freer ‘and ‘more multilateral
trade. They will recegnize, - of
‘course, that many 'of those .decla-

rations ‘are ‘given ‘on ‘the part. of| -

many countries with tongue iin the

-cheek, but, for ‘the wvalue -it.has,

‘they w1ll llke to see ‘the isignature|
‘of these governments to:.ithese
principles. They will most sof iall
approve -of -a ‘round ‘table where
these problems of international
trade can he discussed. They. won’t
find any -coercion -of the .United |.
States in that document. They will |
like ‘the specific ‘commitments|
which run through the charter. for
less restrictions, rather ‘than more,

On ‘the .plus side, the .farm

| groups are for it, b thxnk for fair-

ly ‘obvious reasons. The commod-
ity agreement approach -appeals to
farm groups and antagomzes
others. Labor is for it.  .Some of
the business groups of the country
are for it, but obviously not:all.

I think it is a -correct statement :

that most of ‘the opposition ‘on the:
part of business groups . centers
here in New York. I ‘don’t know
whether we might conclude:that
New Yorkers made more difficulty
about the Constitution in:1778 or
not, but I think it isa historic fact:
< ‘Those who conclude that- we
may lead ‘the 'world through our
influence but ‘will not suceeed  in
driving ‘it, will {ind more’ of-en-
couragement in -the charter ithan.
they do of discouragement. *

Those 'same 'peoplé ‘-now,- while
they will insist on our sovereignty,
will recognize the same rights for
others.

Causes of- Opposition

There are, of ‘course, among
those who oppose it those who
have views, which I regard with
the greatest of seriousness—who
see it as an increasingly open door
to international socialism' and
think ‘that the countries who be-
lieve in planned economies have
been more successful in writing
that atmosphere’ into this ‘docu-
ment; those who fear ‘that the
United - States ‘Gevernment - will
sell its-own high principles down
‘the river; and then, as I said.a
moment ago, there are those who
don’t like commodity agreements.
I don’t happen to like commodity
agreements. And I think -as I
read the chapter on commodity
agreements that the likelihood of
additional commodity agreements
is- very small if all of the terms
of that document are complied
with. But without it, I see an al-
ternative which I like less.

The provision for the consumer
as well as the producer is a factor
that seems to me to be of some
congiderable importance as one
weighs the commodity principle.

But there are those who think
that the commodity agreement
principle’ will be adopted on:a
wide scale and-that, before we
know it, we shall find all of the
commodities that run into. world
trade 'the' subject of commodity:
agreements. I think that is a mis-
take in judgment. They feel the
recognition of those restrictions
such- as those that have to do with
the shortage of dollars was an
unwise concession. They are dis-
satisfied with the investment pro-
vision. I think we have reason to
be dissatistied with the investment
provision. - Because it certainly
does not go nearly as far.as Amer-

(Continued on page 39)..

'The Oullook Relateﬂ 1o Gov't
Spendmg and Support Programs

4 Bv WESLEY LINDOW* .
LT Vlco-'l'resld(-nt.‘lrvmg Trust ‘Company; . New York

" Predicting final goverriment éxpenditures " in ﬁscal year 1959 at’
> -.around .$47 billion, .or -$7 -billion more -than previous ‘year; ‘bank
- economist stresses pomt_that this heavy outlay will reinforce busi- -
' mess sitnation. ‘Foresees Federal deficit in' 1950 -and possibilily ‘of .
. tax increases. -Says present situation is not- comparable with period.

following: World War 1, :which produced 1920-21 ‘depression, and:

contends - at present-government has whole system of props and
" supports fo secure stability and balance ‘in ‘economy.
. My SLIbJGCt tonight is certainly controversial. ‘I am unhkely to‘
satisfy anyone.in trying to explain the economic significance of gov-
-ernment spending and support programs today.
Allover the wmld ‘the people are groping to determine the place

of igovernient
:{in: - economic .
life.: ‘The-'ar-:
gument: " goues
-pretty - far at ¥
~t1mes ;

In this con-:+|
mection, I .
:would- like: ta -
read . a- few
lines - from . a.]
speech . of
W:ins:iton:
Chuxrc-hill
delivered in
October, 194y.
He. was dis-
cussing”
government
move to conserve fuel by urging
ccitizens to take less baths.:

“I will conclude my  strictures
in.the social and domestic’ field by
reading the latest economies pro-
posed by the new Minister of Fuél
and-Power,
lieve, Socialist intellectualism ‘and
the’ old school tie. He .advocated
—according.to. what I read :in the
public press. and I have made
some inquiries. about its authen-
ticity—he-advocated .a policy . o
fewer-baths. ‘1 really ‘must-read
the words'which: he is reported tc
have used, as I think'they consti-
tute almost a record:

L ‘Personally, I. have never had
a great:many baths myself, and I
can. assure ‘those who are in ‘the
habit of having a great many that

‘Wesley Lindow

ence to their health if they have
less.: "As “for your “appearance,
‘most ' of ‘that. is underneath ‘and
nobody’ sees:it’.””

“‘When Ministers of ‘the ‘Crown
speak like this on ‘behalf of His
Majesty’s Government, -the Prime
Minister and his friends-have -no
need to wonder why they are get—
ting increasingly ‘into bad.odor. -
had ' even- ‘asked myself when
meditating  upon -these pomts
whether you, Mr." Speaker, would
admit ‘the word - ‘lousy’ as 'a Par-
liamentary expression in referring
to - the “Administration,” provided
of course, it was not intended in'a
contemptuous sense but purely as
one of factual narration.”

I hope you will remember that
my job tonight is not to discuss
the merits and weaknesses of par-
ticular-government ‘policies-in the
economic field. I shall 'try ‘to
stick -to ‘the -actual facts about
government activities with a min-
imum -amount of editorial com-
ment.  We should ‘weigh things as
they are without regard to
whether we approve or dis-
approve.

Ever since the end of the war
there has been talk of a recession
along the lines of the 1920-21 re-
cession,  'Personally, 1 feel that
there are more differences than
-similarities between''the-two pe-
riods. This is particularly true.in
the field of government, T would
like ‘to :discuss ‘this in two parts.
Part I will consider the ‘overall
budgetary situation and Part II
will take up the ‘specific -govern-

#An’ address by Dr. Lmdow be-
fore the Bankers TForum, New
York Chapter, American Instltute
of ‘Banking, New York City, May |

4, 1949.

|

who represents, 1 be-!

it does. not-make -a ‘great “differ-'

ment. . programs . which : prov1de.

: economic; »propsnand supports.

g s
* Turning first'to the budgetary‘ .

-| situation, ‘the 'first point I would

like to make is that Federal Gov-

_emment expendltules are  now
i mcreasmg, whereas “in.; 1920 they

were - decreasing. " ‘After ‘World
War -1, we went  quickly ‘into’ a
period-of -peacesand -¢isarmament, -
‘Total Federal expendntures were
$18% billion “in the fiscal 'year
1919 and “fell - to - $61% “ billion in
fiscal 1920 :and -to $5 bnlllon in
fiscal 1921. . The ‘recession  could
be labeled ,pretty_‘acc,ufately, as. a
fiscal year 1921 recession, yet ex-"
penditures dropped furthe1 durmg
‘that year,

‘The plesenf sxtuatlon, of course,
offers a tremendous.contrast be-
cause of the cold.war. Here, I
want ‘to refer to ‘figures-on cash
operating outgo'which consolidate
expenditures of  Federal trust
funds: with' regular: expenditures
to get - at - the . aggregate. non-
duplicating outlays-of the Federal
Government. After V-J Day, cash
operating outgodeclined 'sharply,’
falling ‘to $36% billion in ‘the ‘fis-
‘cal year 1948. . Then, it started up
again, " *Cash operating outgo is
estimated. at.. $40 billion -in  the
present fiscal year .or abeut $3Va
billion ‘higher than fiscal 1948,

In fiscal 1950, there will ‘be; a
further sharp increase. The offi-
cial estimates of last January car-
ried cash operating:outgo to $44
billion ‘before proposed’extension
of social security programs and to
$45% billion ‘with the new pro-
posals. All-of these proposals are
not .going to be adopted. If we
split the .difference here, we can
use'a round figure of $45 billion.

Proceeding {rom here asa bench
mark, it seems clear that this esti-
mate is too low-for several rea-
sons, ,Unfortunately,  we can do
little - more ‘than  guess  at -new
figures, but it looks-as though the
total .might go up another $2 bil-
lion. -I.am:going to give you some
‘very rough figures to show how
budget increases' have overshad- :
owed budget cuts.

First, nothing was ‘included in
the budget for mllxtary aid for-the
nations allied with us in the At-
lantic Pact. The Administration
has asked for ‘an appropriation of
$1 billion for this purpose. A
large part of this will go to the
Armed Forces to pay for surplus
equipment transferred abroad.
The Armed Forces, in turn, will
spend these funds for new equip-
.ment; but there will be a lag.
Sﬂlator Connally has said that, on
balance, Federal cash outlays will
£0 up by something like $'% “bil-
lion in fiscal 1950, because of the
Atlantic Pact. )

Aside from ‘the Atlantic Pact, it
Iooks as-though National Defense
éxpenditures are ‘going ‘to run
pretty -close to the budget esti-
mates. ‘The House of Representa-
tives has deleted the - provosed
program’ for wuniversal military
training, but has shifted the sav-
ings over to increased-authoriza-
tions for-the. military services.

. Second, let us consider expendi-

(Continued on. page 37),
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= = Havana ITO Charter a Dishonest Document

By FHILIP CORTNEY*
President, Coty, Inc.
Auther, “The Economic Munich”

Industrialist-economist declares Charter is intellectually ‘ dishonest document because there was no
meeting of minds between U. 8. A. and Great Britain in fundamental questions of free convertibility
.of . currencies ‘and free international trade. Maintains it would shackle American compehtlon and permit
- perpetuation of quotas needed for: secialistic. planning, Claims it would further economic nauonahsm

and restrain international trade. ]
1 ts, no different
putting '“‘em in.g b,f‘l?e l}%},“;agﬁgyoﬁrindﬁst’fj’ iic:& that: in ,f,l;of; It may be no-secret to many of you that [ am an ardent internationalist. I therefore

‘instances they are better. They perform a highly|submit that there must be something wrong- either with my mind or with the Havana
.useful service in our sociéty and should! be|ITQ. Charter Whlch prompts me to fight against it, together with some isolationists and

From Washington':
Ahead of the News

By CARLISLE BARGERON

A A nationally ‘syndicated * ‘Liberal” columnist has come out rather
indignantly against use of the term “labor bosses.” This is, he séys,
a propaganda-expression used by -the reactlonanes with a view. to

: Carlisle Bargeron

‘honored - instead of ‘being - the - subject of bitter| nigh-tariff

criticism.

. The trouble with this columnist, as with so
_.many others, writing about or législating ‘'on:the|
subject of organized labor, is that he knows little|
"“or nothing about it.. There is very little compari- |
. SOn b(.tween the managers of industry and the]
There .is very. little comparison
- on the higher level and very little on’the lower

~ labor leaders.

level, say. between -the-foreman and the union

..buss on a particular job, They are:of a different

- mould.

You find among managers" and. foremen.{the
hardest boiled of them, a respect for.the workers,
not necessarily for- them as fellow. men but: as
workers.. A good. worker commands. the respect
of the mana \ger_or foreman any time, Self-interest ‘callg.for' ii.
“executive” js interested in getting work done and he lS mclmed to
nurse along the worker who can do the work.

Labor. leaders are a breed of their own, speaking generally They

5

don’t fraternize with .their members. They rule them with an'iron

hand. I have never in my whole hectic career seen the’ employer

talk to men‘as the union bosses are wont to do. They are aloof dic-
tatorial and it is'more ‘difficult for an ordinary member of ' a. union

. to see‘the top man than it is to see his employer.-

) I have no doubt that these labor leaders. know what' they are
domg 1t is-doubtful if the employer could be suceessful at their busi=

ness. Their business is to organize and rule men as tightly. as'a mili-

tary leader commands his. troops.

. They -are schooled 'in the. ornereusness, the pure cussedness of |
men in the mass and it is men in“the mass they are dealing with:: The |’ i
whole theory ‘of ‘a union, in fact, is that individually :these' men can’t|

The

people, much

{ as I dislike the

company.
Now, I am
checking' on
my mind by
pressing with
questions
those who
made-or -
supportthe -
Charter. . The -
answers-I re=:
ceive are such; -
that-they only
contirm me in' .
my conviction "
that the
Havana: Charter- ‘should be - re-
jected: - I+ evidently onlyhave
time "to' criticize a' few provisions
of the Charter which in my esti-
mation are the most ‘dangerous
ones to our own economic system
and to peace. Those of you who

. Philip Cortney

matter (and I hope you will, in
view ‘of the importance . of the
| issue, not merely in dollars and
| cents, but for the survival of our

*An address by Mr. Cottney,
before the Export Managérs Club,

may - wish, te go deeper- in the|Iinte a1 'h
| which " participated in the nego-

own system) and understand more
thoroughly my position, may wish
to refer to my article in the April
7 issue of “The Commercial and
Financial Chronicle,” and also, it
you have the time, to my recent
book “The Economic Munich.”

" The Havana ITO Charter is a

' bad -and. intellectually dishonest

document because there was no

| meeting :of 'minds -between the

maih ‘countries which negotiated
the. Charter. ' The - United - States
and England tried to.reconcile by

i | words . their® irreconcilable ' posi-

tionseon free trade and free con-
vertibility - of © currencies. The
Charter purports to reconcile the
conflict between countries which
indulge in socialism and national-
istic-plahning and.seek solutions
to their ‘economic problems in
restrictions.of trade and controls,
and countries which favor expan-

- sion; of international trade and

internationalism.. The . countries

tiations for the Charter had not
the:same objectives notwithstand-
ing: the high-sounding ideals ex-
pressed at the opening and at the
conclusion of the negotiations. The

. result is'a-document which enun-

tory to.a country like ours bus,
which codifies exceptions to prin-
ciples in such a manner that the
exceptions become in fact the
rules the participating nations are
to abide by. I do not question the
good intentions of those who ne-
gotiated the Charter on behalf of
the United States; I am challeng-
ing the result. In point of fact, X
am amazed and puzzled -that at
least one of our negotiators, whe
is "a  successful exporter, should
have placed  his signature’ undex'
such a document which is a nega+
tion of -everything this country
stands for. In the Havana Charter
we are giving, in an international .
cdocument, intellectual, moral and
material endorsement to economi¢
fallacies and policies, stemming
mainly from genuine or distorted
Keynesian theories, against which
the defenders of 'the free indi-
vidualistic competitive system are
fighting incessantly.

I have defined ‘the Charter in
the following manner: An inter-,
national. organization which, for
the - sake of providing a wrong

solution to the British problem

would, in the name of full em~

ployment, restrict - internationak
(Continued on page 36)

" take care- of- themselyes.: Their limited. talents have put them among | Néw York; April-26, 1949.
the mass and they have to'have someone to think and act for: them. | pimsmmm
What this. country has lost was the oppertunity ‘6f a man ‘with|
unusuval .talents' to .get out of this groove. - With 'the workers now |
.organized so thoroughly, with nearly every industry organized, there |
is little  chance for ‘the individual' worker tc get ‘out. ‘He starts'life|
in the groove .and there he remains.. The union will not even permit
him to switch from one employer to another so the competition for |
his:services, by which he could improve his lct, no longer exists.- He |
must even have the approval of the union to move from one locallty
to another. :
" The union used to be a means to an end.” Some of the coul.try s|
most outstanding men weve formerly members of a union. Now the
union, or- membership in-it, is considered an end in itself. :

ciates piously principles satisfac-!

This announcement is neitherian offer to sell nor @ solicitation of an offer to buy any of these Shares.
" The offer is made only by the Prospectus.

- 42,448 Shares
Penmsular Telephone Company

Common Stock

The unicn leaders, even the kindly natured among them, of whom (o par value)

there are plenty, men of unquestionable honesty and sincerity of pur-
pose, maintain a hierarchy or caste systera as rigid as the military.
The enlisted men do not associate with the junier offi'cers’ and the
junior officers do not associate with the higher brass. A leader of |
a local union would no more try to arrange an appointment with- Bill
Green or call him Bill as does everybody else, than he would cut off
his best working finger. Only the presidents of the constituent groups |
'of the AFL speak to Green and they in turn speak only to the officers
immediately subordinate to them.

I have had a lot of .delightful associations with many labor lead-
ers. It is a’ study to watch them in a labor assemblage. No high officer
will leave the meeting until the other high officers havé made their
speeches.. Then they leave in a group, leaving - ihe assemblage to the |
next echelon. They in turn-leave in a group and so it goes on down
the line. It is lese majeste to bring up any of the more disagreeable
matters in the presence of the higher. commands unless,. of course, ;
lt should be.one on.the higher. level. '

Unquestionably. there. are’ many employers in the present Taft-|
Hartley Act fight who are thinking. of their own :selfish :interests.|:
But there are many.others who are sincerely trying to give the indi- |
vidual members. of the union more freedom within their organizatidn
They are trying to:break the yoke with which the union boss can|

g completely dominate thé lives of his fellow men,
It is idle to'talk about.what:John-L. Lewis, for example, has done |!
* for “his 'men. ‘He can ‘and ‘does call ‘them on strike at. will and they
lose' in a few weeks any wage increases they. have gained. -Manifestly
~ bhe charges too high dues because the union treasury is bursting with
funds ‘and he doesn’t. pay.strike:benefits when the ‘miners ‘are:on|:
strike. It is generally believed that he has recently bought a  Wash- '
ington bank. The union owns all sorts of real estate. Of what earthly $
good is this to the miners?-
-1 know of no-employer, who has as much power over his employes | |
as the union-leader.or. union-boss. under:the px esent mass' orgamzatlon
of workers:which the unions have accomplished. i

Rights, evidenced by Subscription Warrants, to subscribe for these
shares have been issued by the Company to its common stockholders,
which rights will expire at 3 o’clock P.M. Eastern Daylight Saving Time
on Mat) 24, 1949, as more fully set forth in the Prospectus. The Com-~
pany is also receiving subscriptions at the price to warrant holders
. from certain of ‘its officers and employees during the subscription
period for shares of common stock not subscribed for through the ex«
ercise of rights, as more fully set forth in the Prospectus.

Subscription Price to Warrani Holders

$38 a Share

The undersigned several underwriters may offer shares of common
stock acqun'ed or to be-aequired by them either through purchase and
exercise of rights, or pursuant to the underwntmy agreement, at
prices not less than the subscription price set forth above and not
more than the sum of either the last sale price on the New York Curb
Etchange or the current offering price on the Curb Exchange, which-
ever is higher, and, in either case, an amount equal to the commission
of the Curb Exchange.

Copies of the Prospectus may be obtained from only such of the
undersigned as may legally offer these Shares in compliance
with the securities laws of the respective States.

MORGAN STANLE‘Y & CO.
G.H. WALKER & CO.

COGGESHALL & HICKS

5
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Prospects of Business Financing

—The Lo ge View

{

By ELI SHAPIRO*
Associate Professor of Finance,

School of Business, University of Chicago °

Holding American corporaticns .are. getting as. much-equity capital relative to-uses as ‘during-prosperous -
'1920s.-and rate of - profits -is ‘higher: than -at that “time, Dr. Shapiro -ascribes present depressed-prices -
of corporation shares to meagre dividends:and-greater retained: earnings. ‘Says this is ‘breaking ‘down :
fundamental bulwark ‘of free enterprise, -since retained -earnings. avoid- competition -with other firms for
available capital. -Contends, on basis of statistics alone, amount -of -debt-capital-is over-rated, ‘and, as- -
result of higher corporate profits and decreased -inferest rates, debt is less burdensome than'in prewar
years. Urges institutional investors increase equity holdings.. »

PART II

There is general agreement that the ratio of debt to equity should be small if a large
volume of investment by business is to be maintained and if"instability in our economy
is to be reduced. Debt to be efficient must be safe and therefore bear a small amount of

risk. The?
greatest bulk
of risk should
. .be borne by
. equity holders,
sirce the debt

tle chance for
great -gains
and  therefore
_-should ‘not be
exposed to
great: chance
~of loss. It is
felt that capi-
talists will
supply fundg
in debt form
-only if the risk is small, which
means that equity must increase
pari passu with' increases in debt;
“Thus there must be a large margin
between debt and equity, thereby
affording the cebt a large cushion
of safety. This means further that
‘the interest charges on'the debt
«will take only a small fraction of
probable  income,

Debt charges represent a prior
claim to income. Therefore the
dower the cebt charges in relation
%0 probable income,. the ' less
«hance there is that debt charges
‘.cannot be met. Conversely the
greater the amount of debt in re-
dation to capital funds, the greater
will the debt charges be in rela-
$ion to probable income.

‘The excess use of debt is dan-
gerous for two reasons. First, it
may be one factor which initiates
__cha_nges in the level of economic
Aactivity; and second, debt aggra-
vates  business  declines after a
downturn starts for whatever rea-
Sons that caused the downturn.

“One main feature of a depres-
Slpn is a decline in business in-
westment. It may be true that ex-
«gessive use of debt by business
#irms causes capitalists to curtail
r,the,.supply of funds they lend to
ibusiness when the debt-to-equity
iratio rises, thereby reducing the
:protection of their debt. This de-
«line in funds would cause invest-
ments to be curtailed by business
because of the lack of funds. The
«decline in investment is prolifer-
:ated through the economy by the
“investment multiplier,” thus lead-
ing to declining prices, employ-
ment and national income. In gen-
eral, it is difficult to assess this
«€xplanation of the business cycle
‘because it is dependent upon two
#pecific assumptions. They are
first that there will be an insuf-
ficient supply of investment funds
forthcoming when the ratio of
debt to equity increases. The sec-
ond assumption and probably the
least ter_lable is that the downturn
-in  business activity associated
with a deciine in investment is

Dr. Eli Shapiro

caused by an inadequate supply of |-

Aunds to finance the private in-
ugstment requirement of the bus-
iness community, A greater
-weight should probably be placed
Jupon the decline in business ac-
tivity which stems not from a
*This is the second and con-
cluding paper by Dr. Shapiro on
Prospects of Business Financing.
The first paper appeared in the,l
“Chronicle” of April 21, 1949.

holder has lit-|"

shortage in the supply. of - funds
but. from a decrease in the .de-
mand for funds by the business
community. which does not . see
profitable investment possibilities.
Even if- we abandon the notion
that a rising debt-equity ratiois
an initiating cause of the business
cycle, we certainly do knoW that
a high debt-equity ratio is an ag-
gravating factor in the down
swing. ‘Assume that for some rea-
son or reasons a decline in' eco-
nomic activity .sets in. Debt is
dangerous ‘because .it is a" fixed
cost which must be paid since the
creditor-has the legal right to take
appropriate legal -action. - Thus
foreclosures and/or bankruptcy
proceedings ensue which causes
daistress selling, thereby aggravat-
ing the deflation and leading to
more pessimistic anticipations of
the future. The same is true for
short-term debt, as banks.do not
renew loans; or even worse, call
outstanding ones, thereby similar-
ly aggravating the deflation.

Scurces and. Uses of Corporate
Funds, 1921-1948

In order to avoid discussing bus-
iness financing in terms- of abso-
lute figures and to gain historical
insight into the methods of busi-
ness financing,. some rough ap-
proximations of sources and. uses
of corporate funds were developed
from 1921 to date. Changes in the
book value "of ' inventories and
plant and equipment expenditures
reflect the principal uses of funds,
The sources of funds are divided
into iwo main categories, internal
and external. Gross corporate sav-
ings (internal source of funds)
consist of retained net profits plus
depreciation reserves and deple-
tion allowances; bank loans and
new . capital securities issues
(stocks and bonds) comprise the
funds raised outside of the busi-
ness.

At the moment there is a wide-
spread concern over what is
known as the shortage of equity
capital. Proponents of this line of
reasoning point to the inactivity
in the stock market as a symptom
of the 'disease. Historically the
major source of funds to American
corporations has- been rétained
earnings and depreciation reserves
and depletion allowances. In the]
period - 1926-1929 about 70% of)
corporate uses of funds were ob-|
tained internally, The same pro-
portion was supplied from the,
same source in the postwar years |
1946-1948. Thus American corpo-|
rations-are getting about the same
amounts of equity funds relative
to uses as during the prosperous
1920’s.

Since profits are supplying bus-
iness. . corporations with = their
equity funds we should look into
this subject. The stability of the
chare of the national income going
to profits is noteworthy; reported
profits .after taxes were about
9.3% of national income in 1938
compared to 9.6% in 1929. There
is at present a good deal of dis-
cussion about the size of corporate
profits. In the main it is argued

porate ‘profits are overstated by
the inclusion of inventory profits
and the use of depreciation charges
based upon- the original cost of
the ' asset rather ‘than . current
{higher) - replacement costs.
order -to compare current profits
with- -some--representative :year,
1929 was chosen. The inventory
proefits “were ‘removed from' the
figures and depreciation charges
in-1948 were increased by 65%
reflecting the change in the Bu-
reau of Labor Statistics wholesale
price index - of manufactured
goods in 1948 compared to 1929.
After making these adjustments to
reduce the profit figures reported
by-the Department of Commerce,
ourfigure for ‘“adjusted” profits
before taxes was 2.3 times larger
in 1948 than in-1929. “Adjusted”
profits after taxes were 20% high-
er than they were in 1929. I might
add that the figure for “adjusted”
profits is understated since it does
not take account of the enhanced
efficiency of the higher cost capi-
tal-equipment and plant. .It ap-
pears that current profit levels are
sufficiently high to enable corpo-
rations to obtain equity funds at
about the same ratio to uses'as
was ‘true in the late 1920’s

In|

[Results of Poll Constitute

Severe Indictment of NASD

(Continued from page 3) i

(RETURNS FROM NON-MEMBERS OF NASD)

Total ballots returned. cocwccvaiivan i o P B S 196
(1) 5% “Yardstick”: J i
c SPAVORIDG . o S Lo el S 23 or 11.7%
Opposed _________ . ___‘_____.___ -==152 or 77.6%
‘ Noopinion o - icueive casea oo 01 br 1001%
(2) -Questionnaire for Reports on Spreads: ' ;
Favoring_____________________ £-——— 20 or 10.2%
Opposed ______.________ ___________ 160 or 81.6%
No opinion _________________ _______ 16 or 82%
(3) Examination of Books and Records Where
Neither Complaints nor Charges Are Pending: -
Favoring__________ TS TN 10 or 5.1%
Opposed _._____ . __._.____ . . ___.__-_ =173 or 88.3%
Noopinion ool i fofaint s 13 or 6.6%
(4).- NASD Trial System: i '
Favoring________ . . . _________ Tor 3.6%
Opposed .. owiiia il Gl 180 or 91.8%
No.opinion: & oiiii i fpi i s Aae ) 9or 46%
(5) Rule Forbidding Discount to' Non-Members: :
Favoring____.______ . ___.______.___ 6 or 3.1%
Opposed _____ .. i it o Gnliio e 182 or 92.89%
No opinion ooz oo ol o i o o 8or 4.1%
(6) Should Maloney Act Be Repealed? : ‘
Favoring ___ ___ .. . _iC_ . il 156 or 79.6%
Opposed _cigi i cfif tue oy 22 or 11.2%
No-dpinion, s lgartis mant il 2 18 or 9.2%

Concluding Comments by Dealers
On Effect of “5% Mark-Up"’
- Philosophy on Small Business

We present now -the last of the comments made by
dealers relative to question No. 4 which appeared on the
reverse side of the ballot and is reproduced herewith:

Less Dividend Distribution’

One point should stand out. In
the process . of obtaining -equity
funds through retained earnings in
the postwar years, corporations
have been forced to reduce their
dividend distributions. In the late
twenties, about.70% of net profits
were’ disbursed in dividends com-
pared with a dispersal ratio-of
35% of net profits in the years
1946-1948.  No doubt this lower
dividend distribution ratio is part-
ly responsible for the low level of
stock prices.

One thing that should be stressed
is that when business obtains its
equity funds by plowed back
earnings it -is .breaking down a
fundamental bulwark in a system
of free enterprise.: A virtue 'of1
free enterprise is that decisions as|
to how much and what kinds'of,
output -shall be produced are
guided by the market (price):
mechanism, The market system
reflects the aggregate of individ-|
ual demands as well as the aggre-!
gate -of individual = suppliers.
Price is therefore a reflection ' of
social . values ‘and serves as a
beacon to guide the efforts and
resources. of our economy -to pro-
duce the things society wants. For
example, a rising price for a com-
modity indicatés that society’s de-
mand is not being met by the ex-
isting use of the community’s

resources. ‘Higher “profits in that|

industry will serve to attract ad-
ditional resources into the indus:
try thereby expanding output and

thus meeting the wants of thel|

community. : o

When a corporation retains }its
earnings “for reinvestment in the
business, ‘the baard of directors
determine how part of the na-
tion’s resources are allocated.
Since the decision to reinvest may
not be made on the basis of alter~
nate profit. opportunities in the

that the figures on reported cor-

(Continued on page 35)

"
'

“(4) What effect, if any, do you think the NASD’s
‘6% Mark-Up’ philosophy has on the market
for securities of the smaller corporations of
the country?”

The initial group of -such expressions-appeared in our
issue of April 14 and others ‘were carried in subsequent
issues. While on the subject, it is pertinent to observe that,
beginning with next week’s issue we shall publish remarks
submitted to us on the returned ballots concerning other
phases of the NASD. With reference to the comments car-
ried below, it should be explained that some firms elected
to affix their signatures and others replied anonymously.
With respect to the former, we consider it a matter of fair-
ness not to reveal their identity as time does not permit
our obtaining specific permission to do so. Where the com-
ment was made anonymously, this is indicated by the sym-
bol (*) appearing at the end of the statement. '

LITTLE ROCK, ARK.

Creates a hardship to make a more. liquid market for these small
corporations. -

LONG BEACH, CALIF.

We believe the 5% mark-up idea is a good thing for business
but that it should be used as a guide only. In the case of a complaint
| by a customer that some dealer had charged too much, the investi-
| gating committee could use the 5% as a basis for determining whether
ithe customer had just cause for his complaint.® . .

SMALL CALIFORNIA TOWN :
Practically cl(’)_sed the door to them in-the issue of new securities.

Ll "SMALL CALIFORNIA TOWN
Unfavorable,* g =g
' NEW ORLEANS, LA,

Detrimental,* :
: DETROIT, MICH. )

Very bad.*. " 2
ki ey ’ ST.' LOUIS, MO. e
Undoubtedly hurts their markets.®

SMALL NEW JERSEY TOWN
The expenses involved are too great for a 5% mark-up. -

SALT LAKE CITY, UTAH
Very little from what we see.

*Commented Anonymously. o
(Continued on page 30)
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COMING
EVENTS

In’ Investment Field

May 14-15 (San Francisco, Calif.)
‘San Francisco Security Traders

Association Annual Outing at Mt.

Diablo Country Club. )

May 16-17, 1949 (Hot Sprimgs;
Ark.)
Spring meeting of NASD: Board
of Governors and Advisory €oun-
cil at The Homestead..

May 17, 1949 (Pittsburgh, Pa.). -
. Pittsburgh Securities Traders
-Association annual outing at Seuth
Hills Country Club.

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

Spring Meeting of the. Board: of |

Governors at the Greenbrier.”

May 20, 1949 (Baltimore, Md.)-

. Baltimore Security Traders As-
sociation annual. .outing - at the
Hillendale Country Club.

May 23, 1949' (Chicago, Ill.)
 Association of Stock' Exchange
Firms' members assemble en route
to spring meetings.

May 24-28, 1949 (Denver, Colo.)

Association” of Stock Exchange
Firms spring- meeting in. Denver
and Salt Lake City.

May 27, 1949 (New. York City)

Toppers Annual Outing at Rock
Springs ‘Country © Club, West
Orange; N. J.

May 24, 1949 (New York City)

New York Society of Security
Analysts annual meeting and elec-
tion at Schwartz Restaurant.

June 3, 1949 (Chicago, Il11.)

Bond ‘Club of - Chicago - annual
field day at Knollwood Club, Lake
Forest, Il1.

June- 3, 1949 (Connecticut)

Security Traders Association of
Connecticut -annual summer out-
ing at Wampanoag: Country Club
West Hartford, Conn,

June. 3, 1949 (New York City)

~ Bond Club of New York 25th
Annual Field Day at Sleepy. Hol-
igwyCountry Club, Scarborough,

June 6, 1949 (Chicago, Ill.)
Chicago Stock Exchange annual
election,

June 6-7, 1949 (Cincinnati, Ohio)

Municipal Bend Dealers Group
Annual Spring Party.: Cocktail
party for out of town guests  June
6th; outing June 7 at the Kenwood
Country Club.

June 9, 1949 (Boston. Mass.)

Boston Securities Traders Asso-
ciation 30th Annual OQuting-and
Golf Tournament at. the- Weston
Golf Club, Weston, Mass.

June 10, 1949 (Los Angeles; Calif.)

Bond' Club of Los Angeles field
day  and- outing at’the Bel-Air
Country Club.

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

Twin City Security Traders As-
i?ciation Summer Party at Gull
ake.

June 10, 1949 (New York City)

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

June 15, 1949 (Minneapolis, Minn.)
- Twin. City Bond Club annual
1C)ilcnic at the White Bear Yacht
Club.

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

Annual. Quting . at the: Concord

Country Club, Concord, Mass.

June 17, 1949 (Detroit, Mich.)
Bond Club. of Detroit. annual

outing at the Grosse Ile Golf and |,

Country Club.
June 17, 1949. (New Jersey)

- Bond-Club of New Jersey An- %

nual- Field Day at Rock Sprmg
Club, West. Orange,; N. J.'

June 21-24, 1949 (Canada)

' 'Investment Dealers ‘Association
of Canada 33rd annual meeting at
Minaki Lodge, Ontario,
June 24-26, 1949 (Los Angeles,
Calif.)
Security Traders Association of

Los Angeles annual spring party
at'the Arrowhead Springs-Hotel.

June 24, 1949 (New York City)
-Investment Association: of New

York annual outing at the West-
chester County Club, Rye, N. Y.

June 24, 1949 (Toledo, Ohio)

Bond Club of ‘Toledo 15tk an-
nual outing at Inverness Country
Club.

June 23,1949 (Chicago, I11.)

' Bond Traders, Club of ‘Chicago

annual summer outing at the Nor-

dic Hills Country Club,

‘June 28, 1949 (Detroit, Mich.)
Securities Traders Association of

Detroit and Michigan annual sum-

mer party at the Lochmoor Club,
Grosse Pointe Woods,-Mich.

June 28, 1949 (Omaha, Neb.)

Nebraska Investment.. Dealers
Bond Club spring frolic at the
Omaha Country Club, to be pre-
ceded by a'eocktail party June 27
at the Omaha Athletic Club in
honor of out-of-town: guests.
Sept. 9-11, 1949 (Oregon)

Pacific Northwest Group of the
Investment “Bankers Association

1949 meeting at - the * Gearhart
Hotel, Gearhart, Oregon,

'Oct. 5-9, 1949 (Colorado. Springs,

Colo.)
National Security’ Traders As-
sociation Annual Convention at
The Broadmoor Hotel,

Dec. 4-9, 1949 (Hollywood, Fla.)
- Investment Bankers Associatior
Annual Convention: at. the Holly-

-wood Beach Hotel.

Curlette & Co. Adds.

(Special to’ THE FINANCIAL CHRONTCLE)

MIAMI, FLA.—John P. Higley

.has become associated. with' Cur-
Jlette & Co,,

Inc., . Chamber of

Commerce Building.

Colvin, Mendenhall & Co.

SAN FRANCISCO, CALIF.—
Colvin, - Mendenhall & ' Co,, - 220
Montgomery Street, is resuming
the investment business, Princi-
pals of the firm are Ernest D.
Méndenhall, - Jr. and Donald ‘L.
Colvin. Mr. Colvin will be in
charge of the firm’s office at 218
North Canen Drive, Beverly Hills,
Calif;

With Ralph Fordon Co.
(Special to THE. FINANCIAL CHRONICLE)
DETROIT, MICH.—Charles - B.
Toole has Become associated with
Ralph Fordon & Co,, Penobscot
Building

Mr. Davis...

MR. DAVIS is faced with the difficult
(task of stretching a moderate income to meet nor-
mal living costs and family emergencies.

But, like people in the same neighborhood, an-
other town, or a distant state, the Davis family may
find occasions when their income and savings are
not large enough to cover their obligations. Mer-
chants, tradesmen and professional men who pro-
vide goods and services are certainly entitled to
payment when due.

It is fortunate that the economic: progress of our
society has resulted in the establishment of respon- .
sible lending agencies where Mr. Davis can-borrow: -

money.

When Mr: Davis borrows to meet pressing obliga-
tions and repays his loan out of income. he has
earned, he is putting his indebtedness ona business

basis. He has thus protected

one of the greatest

assets in modern family life—his good credit stand-

ing in his community.

Household Finance Corporation and its subsidi-
aries operate with 474 offices throughout the United
States and Canada. Loans are made primarily for
the purpose of helping people get out of debt. 829
of our customers- borrow to pay family debts al-

ready contracted.

ASK FOR A COPY OF OUR 1948 ANNUAL REPORT
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llinois Brevities

¢ A group of underwrlters, head
ner & Beane of New York, N. Y.,
following Chicago bankers, on Apn

ed by Merrill Lynch, Pierce, Fen-
and including, among others the
113 publicly offered 200,000 shares

-of Illinois Power Co. 4.70% cumulative preferred stock (par $50) at

.$51.65. per share, plus accrued®
dividends from Apr11 19, 1949: A,
C. Allyn & Co. Inc.; Bacon, Whip-
ple & Co.; A. G. Becker & Co.,
Inc.; William Blair & Co.; H. M.
.Byllesby & Co. (Inc.); Central
Republic Co. (Inc.); Julien Col-
lins & Co.; Farwell, Chapman &
Co.; Harrls Hall & Co, (Inc.);
The Illinois Co.; Kebbon, McCor-
mick & Co.; and Mullaney, Wells
& Co. The net proceeds are to
be used for the payment of short-
term bank loans made for financ-

ing construction expenditures and
"the balance for new construction.

% Ed Ed

The Chicago bankers partici-
pating in the public offering on
April 13 ‘of an issue of $50 mil-
lion Commonwealth Edison Co.,
39, sinking fund debentures
due April ‘1, 1999, were Bacon,
Whipple & Co., Blunt Ellis &
Simmeons and Julien Collins &
Co. The debentures were priced
at 101.309% and accrued interest.
The net proceeds will be added
to working capital for ultimate
application toward the cost,
estimated at approximately
$340 million of gross additions
to the utility properties of the
the company and its subsi-
iaries.

Ed ES LJ

Halsey, Stuart & Co. Inc., on
May 5, headed a group of under-
wrlters who publicly offered an
issue of $12 million Westchester
Lighting Co.- general mortgage
bonds, 3% series due May 1, 1979,
at 102.806% and accrued: interest,
Other Illinois bankers’participat-
ing in this offering were: Julien
Collins Co., Mullaney, Wells. &
Co. and Patterson, Copeland &
Kendall, Inc, .

On May 5, Halsey, Stuart &
Co. Inc. (as sole underwriter)
also publicly offered - $2,750,-
000 Cambridge Electric nght
Co. 25-year 27 9% notes, series
A, due 1974, at 100.621% and ac-
crued- interest from April 1,
1949,

In addition, Halsey Stuart &
Co. Inc. headed an underwriting
syndicate that publicly offered an
issue of $8,300,000 Arkansas Power
& Light Co. 333% sinking fund
debentures due 1974, at 102% %
and interest. Mullaney, Wells &
Co. was also included in the
group of 13 wunderwriters who
participated in this offering.

Halsey, Staurt & Co. Inc. also
headed two other groups of un-
derwriters who offered the fol-
lowing equipment trust issues:
Illinois Central RR. 214 9% equip-'
ment trust certificates, series
DD, at prices to yield 1.35% to
2.525%, according to maturity;
and New York Central RR.
2% % equipment trust certifi-
cates, 1949 series, at prices to

yield 1.509, to 2.85%, accord-
ing to maturity.
E3 % *

“Included. in the nationwide
group. of approximately 200 un-
derwriters who on May 4 -mar-
keted 1,500,000 shares of Pacific
Gas & Electric Co., 5% redeem-
able first preferred stock, series
A (par $25) at $26.75 per share
and dividends, were the following
Chicago investment bankers;  A.
C. Allyn & Co., Inc.; Bacon, Whip-
ple. & Co.; A.- G. Becker & Co.
Inc.; William: Blair & Co.; Blunt
Ellis & Simmons; .Central Repub-
lic Co. (Inc.); ‘Julien Collins- &
Co.; Farwell, Chapman & Co.;
Harris, Hall & Co. (Inc.); The
1llinois Co.; Kebbon, McCormick
& Co.; and Mullaney, Wells & Co.

& £ X o

bl

Among the participants in the
public offering on April 26 of
$40 million National Distillers
Products Corp. 25-year 3149%
sinking fund debentures due
1974, at 101.319, and accrued
interest, were the following Chi-
cago banking houses: A. C. Al-
lyn & Co. Inc.; A. G. Becker &
Co. Inc.,, H. M. Byllesby & Co.
(Inc.) Central Republic Co.
(Inc.), Bacon, Whipple & Co,,
William Blair & Co., the Ili-
nois Co., Ames, Emerich & Co.,
Inc., Julien Collins & Co. and
Sills, Fairman & Harris, Inc.
The net proceeds will be used
to prepay short-term bank loans
and the  balance, together with
other funds, will be used to fi-
nance the cost of construction
by National Distillers Chemical
Corp., a wholly-owned subsid-
iary, of the metallic sodium and
chlorine plant at Ashtabula
Ohio.

= 0 B3

A. C. Allyn & Co., Inc., Bacon,
Whipple & Co.; Blunt Ellis & Sim-
mons, John W Clarke, Inc., Paul
H. Davis & Co., Farwell Chap-
man & Co., Kebbon McCorm;ck
& Co., and’ Straus & Blosser on
April 26 -participated,  together
with others, in a two-fold offer-
ing of 633,296 shares of Missis-
sippi’ River Fuel Corp. - common
stock, of which 327,610 shares
were for the account of thée Fuel
Corporation and 435,282 sharesfor
the account of United Gas Corp.
The latter part was underwritten
at $30 per share, while the 327,610
shares were offered to Fuel com-
mon  stockholders at $27.25 per
share, the rights for which ex-
pired on May 9, 1949,

i %

The change in name of City
Ice & Fuel Co., Chicago, to City
Products, Corp., which was ap-
proved by the stockholders on
April 21, became effective im-
mediately, Harry Strong was
promoted to Chairman of the

Il

SECURITIES
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Board, and William J. Sinek
was relected President.
# 0 )
The offering of 104,285 shares
of Minneapolis Gas Co. common
stock, par $1, to its common-stock-

-holders of record April 20, 1949,

at $11 per share was underwritten

by a group of nine underwriters,’
| which included A. C. Allyn & Co.,
‘| Inc.

‘" The rights expired on' May
4, 1949
£ Ed &
Included in the ‘group of in-
vestment bankers who on April
13 publicly offered $50 million

C.IT. Financial Corp. 234 9% de- .’

bentures due April 1, 1959, at
99.359 and accrued interest
from April 1, 1949, were A. C.

Allyn & Co.. Inc. and A. G. '

Becker & Co. Inc., both of Chi-
cago. e )

" On April 12, the stockholders of
United Drill & Tool Corp. ap-
proved a proposal to change the
par value of the class B stock
from $1 to $10 per share, effec-
tive as of the same date. This
change was effected by the elimi-
nation entirely of the “paid-in
capital” account of $189,062 and
the reduction of “earned surplus”
account ~ by - $4,288,491." There
were 497,506 ' shares of class B
stock outstanding.

For the quarter ended March
31, 1949, United reported a net
profit after taxes of = $295,400,

equal to 92 cents per class A/

share and to 50 cents per class' B
share, compared with a net of
$338,700 (after transfer of $62,500
to a special reserve against an-
ticipated increased cost of re-
placing old properties), for -the
quarter ended March 31, 1948,
equal to $1.05 per share on the
class A stock and to 58 cents on
the class B stock

Central Republlc Co. (Inc.)
also was included in two other
underwriting groups—one offer-
ing on April 20 an issue of
200,000 shares of $2.20 preferred
stock, without par value, of the
Connecticut-Light & Power Co.
at $52 per share and dividends, .
and the other offering on May
5 an issue -of $50,000 shares of
Rochester Gas & Electric Corp.
434 9, preferred stock, series G,
par $100, at $102 per share and
dividends. LEa o .

-Goldsmith Bros. Smelting & Re-
fining Co., Chicago, has placed
privately through A. C, Allyn &
Co., Inc., an issue of $750,000 4% %
smkmg fund debentures due
March 1, 19:)9
- Harris, Hall & Co (Inc.) and
Bacon, Whipple & Co., together

with others, on April 27 pub-
licly offered 208,373 shares of
common stock (no par value) of
Sharp & Dohme, Inc. at $26 per
share. Part of the net proceeds
will. be used to pay for the
construction of a new research
laboratory, estimated to cost $4
million when fully equipped, at
the compapy’s West Point, Pa.,
plant, and the balance will be
added to the company’s general
funds.

woom %

Beatrice Foods Co., Chicago, re-
ports net profit for the fiscal
year ended Feb, 28, 1949 of $4,-
806,961, compared w1th $3,471,956
for the preceding year. Thls is
equivalent - after . provision fm

TIME INC;_-
Common Stock

(Analysis on request )

WilliamA.Fuller & Co.
Members of Chicago Stock Exchange
209 S. La Salle Street Chicago 4
Tel. DEarborn 2-5600 Tele. CG.146-7

.| Steel

vprveferred dividends to $9.01 per
| share on 511,792 shares of com-

mon stock outstanding, compared
with $6.39 for the previous year.
Sales of the latest fiscal year
reached a record total of $192,-
199,437, an increase of $10,483,579,
or 5.77% over sales for the pre-

ceding year.”  Net working capital |

of the company as of Feb, 28,1949
was $19,006,957,  as‘ - compared
with $16,430,554 at the end of the
preceding fiscal year, an increase
of $2,576,403.
E & 2

Included in the group of in-
vestment bankers who on April
20 publicly offered 300,000
shares of San Diego Gas & Elec-
tric Co. 4%9% cumulative pre-
ferred -stock, par $20, at $20.45
per share and dividends, was
H. M. Byllesby & Co. (Inc.)

The sales of Natlonal Tea Co.,
Chicago, Tor the four weeks ended
April-23, 1949, amounted to $21,-
246,667, as compared with $20,-
363,987 for the corresponding pe-
rlod last year and $21,279,654 for
the four weeks ended March 26,
1949.

Jewel Tea Co., Inc., Barrington,
reported that 1ts retaxl sales for
the four weeks ended April 23,
1949, were $12,824,800, or 13. 7%
over the same weeks of 1948.

# $ *

" On. April 21,’A. G. Becker &
Co,, Inc. and Bacon, Whipple &
Co. participated in the public
offering of $16,677,000 Rochester
Gas & Electric Corp. first mort-
gage 3% bonds, series L, due
1979, at 100.599% and interest.
The : group of underwriters,
headed by Lehman Brothers,
was comprised of 16 investment
houses.

The' directors of Television
Fund, Inc,, Chicago, on April 25
declared a dividend (No. 2) of
seven cents per share on the com-
mon stock; payable May 16 to
holders of record May 5. ' The
preeeding payment: was an initial
dividend of ten:cents per share
pald Feb. 15 =3

Blunt Ellis & ‘Simmons also
participated on April 21 in the
public offering of 70,000 shares
of Merck & Co., Inc,, $4 cumu-
lative convertible second pre-
ferred stock, without par value,
at $102.75 per share and accrued
dividends. - i

Net income of Granite Cily
Co., Granite City, for
the year ended Dec. 31, 1948
was $3,267,707, or $8.54 per share,
after all charges, including Fed-
eral income taxes, and after an

| appropriation of $650,000 for con-

{ingencies. - Before contingencies,

| earnings per share were equal to
1$10.24, which compares with $5.08

for 1947. For the quarter ended
March 31, 1949, net amounted to
$821,018, after taxes and reserves,
or equal to $2.15 per share, against
$812,097, or $2.12 per share, for
the corresponding period in 1948.

# % B

~ William Blair & Co., of Chi-
cago, also was included in the
group of investment bankers
who on April 13 publicly offered
$10 million first mortgage
bonds, 3% series due 1979, of
the 'Ohio Public Service Co. at
100,75% and interest.'

Wy W

The operation | of Thor Corp.,
Chicago, in 1948 resulted in sales
of $35,844,985 and net profit of
$2,515,404,. equivalent, to $7.14
per’ share on the 352,187 shares
outstanding at Dec, 31, 1948. This
reflects the purchase and retire-
ment of 88,723 shares’ authorized
in ‘October; 1948. In 1947, net
sales were $34,461,705 and = net
profit $3, 456,720, or ' $7.84 per
share on the shares then out-
standing.: Current assets as of
Dec. 31, 1948 wege' $8,544,754 and
Lunent liabilitie® $2,119, 912 a ra-
tio of 4.03 to'l, as _compared with
current  assets of .$8,817,832 and

current liabilities of $3,083,384, a
ratio of 2.86 to 1 on Dec, 31 1947
| Sales. for the quarter ended
March 31, 1949; as reported to the
SEC, amounted to . $4,923,034,
agamst $9,225,589 in the corre~
sponding period of last year.
LI

Harris, Hall & Co. (Inec.) on -
May 6 participated in the pub-
lic offering of $10 million Kan--
sas Power & Light Co. first’
mortgage bends, 274 9 series due
1979, at 101.50 and accrued in- -
terest from Aprnl 1, 1949

Dempsey & Co, and Patterson,
Copeland & Kendall, Inc., both of
Chicago, on April 13 part1c1pated
in the public offering of $2 mil-
lion Mississippi Power Co. first:
mortgage bonds, 3%  series - due
1979, at 100.50% and interest.

% % "

Other Illinois firms . reported
earnings per common share for
the latest fiscal year as follows:
Allied Gas Co., $1.11 (against a
deficit in. the preceding year);
American ‘Buslines, Inc., $2.17
(against $2.15); Chicago, Burling-
ton & Quincy RR., $16.44 (against
$16.23); Domestic Credit Corp.,
49-cents per A. B common share
(against 33 cents, before special
charge equivalent to 14 cents per
share); Ekco Products Co., $2.91
(against $3.29); The Fair, Chicago
and Oak -Park, $3.34 (against
$3.22); The Muter Co., $1.61
(against $1.70);- The Omnibus
Corp., deficit of .39 cents per
share (against net profit of $1.16);
Parmelee Transportation- Co., net
profit of $1.42 per share (against
$1.03): Pullman, Inc, $3.18
(against $2.38); Swift Internation-
al’ Co., Ltd.,, 72 cents (against
$1.86); and Wiebold{ Stores, Inc.,
$2.02 for the year ended Jan. 29,
1949 (compared with $3.37 for 27
weeks ended Jan, 31, 1948, and
$4.22 for fiscal year ended July
26, 1947,

Apgar, Berry V. Ps. of
Harriman Ripley Co.

Joseph P. Ripley, Chairman, and
Pierpont. V. Davis, President, of
Harriman Ripley & Co., Inc., 63
Wall Street, New York City, an-

Harold J. Berry »

LeRoy H. Apgar

nounced,’ following a  meeting of
the-Board. of Directors, that LeRoy
H. Apgar and.Harold J. Berry
have been elected Vice-Presidents,

Mr. Apgar entered the invest-
ment banking business. in 1916
when he ‘joined the staff of The
National City Company. He con-
tinued with that company until he’
joined. Harriman Ripley at its
formation in 1934, He has spe-
cialized in the municipal end of
the business and has been Man=
ager of the Municipal Department
since 1939.

Mr. Berry has been w1th Harri-
man_ Ripley since his:graduationi
from the University of Pennsyl-
vania - (Wharton  School 'of - Fix
nance) in 1935, He served with
the Navy in various combat areas
during the war, earning the rank
of ' Lieutenant-Commander. © Hs
was appointed Manager of the
Corporate Buying Department . of
Harriman Ripley in February,
1947, :
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By LEON H. KEYSERLING* - .- :

Vice-Chairman, Council

of Economic Advisers
y . A 1

Asserting business, Jabor.and government, in cooperation, ean main-"
- tain stable and prospering ' economy, President’s economic coun- *
sellor expresses confidence, despite adjustments, there need be no
« serious - depression, . Looks- for: greatly increased naticnal income...

and sees; in broader nationwide

perspective, - hope - private . enter-

_ prise system will bring prices, wages and other incomes into rela-

- tionships which will keep economy running at high speed.- Stresses
importance of sound business psychology as stabilizing factor and -
says government is ready by legislative policy to act when-careful

' analyses shows danger of depression.
.. The general theme suggested.for this afternoon is “The - Adinin-

istration’s Economic Program.” Allotted timeé obviously will not per-
mit detailed or even general discussion-of all the matters ‘which

might be classified -under this top

the - compul- y @
sions of brev- .

ity plus my
own inclina-
tions may lead
to an effort
more useful to
a meeting -of
this kind than
a tedious re-
statement. . of
krown - facts
and ~ familiar
prop osals.
That effort
will be to
highlight
a few  broad
purposes - and i
methods in the hope of broadening
a few areas of common under-
standing and agreement.

“For it is mainly by broadening
its areas of agreement that -our
American - society, adjuring dog-
matic blueprints, solves its prob-
lems pragmatically as they arise
and maintains the experimental
and flexible temper which has
enabled . free people to outdo all
others.. Never was the pursuit
and achievement of such agree-
ment through improved under-
standing more imperative than
today. . Incomparably strong in
our resources ‘and skills, our ma-
terial or economic progress is not
jeopardized by the almost insur-
mountable handicaps which con-
front the people of many other
lands. Our prosperity and secur-
ity. are threatened, now or in
future, only to.the degree that
misunderstanding or discord pre-
vent us from following an agreed-
upon course of action along prac-
tical lines.

»The field in which these broader
agreements should first be sought,
in my judgment, covers the rela-
tionship = between -business- and
government. For.in the Success-
ful working-out of this relation-
ship will be found most.of the
answers to the central guestions
of our age: How.-can our enter-
prise system remain sufficiently
free to preserve its dynamic qual-
ity without being so unrestrained
as to encourage the traditional
ravages of the -business cycle?
How can government make its
necessary contribution towards
stability and security without un-
due sacrifice of ‘individual or
localized initiative? Tf business
and government can blend their
respective and mutual efforts in a
manner which maximizes the ef-
fectiveness of both by answering
these questions satisfactorily, then
we shall steer a safe middle couvse
between the dangers of absolutis-
tic freedom and the deadliness of
absolutistic security.

0

Leon H. Keyserling

True Attitude of Government..

The main barrjer to this happy
blend is: that many -leaders..in
business life  do not sufficiently
understand the true attitude of
government, and many leaders in
government affairs have not suf-
ficiently ynderstood the true
attitude of business. If there is

- *An address by Dr. Keyserling
at the Third Meeting of Institute
of Trade and Commerce -Profes-
si(zrés, New York City, April 27,
1949. .
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‘1 ernment,

1e.- But this is fortunate, because

. | any contribution that I'can make
t lat this gathering of businessniel
and business aavisers, it consists |

in, attempting as a governmen:
official to advance to the business
world: my own Dpeisonal feeling
concerning ‘broad areas of agree-
ment between business and gov-
This may prove help-
ful to - the business: community
and if someone in-that communi:)
will attempt the same task from
a different perspective, we may
indeed make progress together.
First of all, business and.gov-
ernment must certainly be in
agreement as to the basic objec-
tives of our economic system.
These ‘objectives are, ~operating
under the free and flexible deci-

‘| sions 'of peacetime and not under

the forced draft of wartime pres-
sures, to achieve over the long
pull the highest levels of .produc-
tion- and reward for production
that our resources permit without
squandering these resources, and
to achieve job opportunities for
those adults who are anxious to
work and able to do useful work.
Whether we call this a condition
of full employment or maximum
employment or by some . other
name is relatively
Moreover, there - is undoubtedly
agreement between business and
government that the:achievement
and maintenanee of this condition
depends not upon standing - still,
but rather upon growth from:year
to year.  With improved technol-
ogies, new inventions; and a grow-
ing labor - force, both production
and distribution - of - goods - must
increase steadily or unemploy-
ment will increase steadily.

~As a-corollary: to this, while we |-
recognize that there must be some |

minor ups and downs in economic

activity if enterprise is to retain |

its dynamic character, we can and
must safeguard our system-and
our institutions from the extreme
ravages of the traditional business
cycle. Business and government
surely agree that we cannot afford
a depression at-home, and that we
cannot dare to risk one in view of
our world position. This much is
essential for the internal preser-
vation of our traditional economic
and political freedoms as well as
for our world security. So 'long
as we retain a reasonable measure
of economic opportunity for the
average . citizen, so long-as-we
mave progressively toward - the

abolition of pressing want and-ob- |-

vious diserimination, so -long . 'as

we continue to achieve the meas- |-

ure of economic prosperity - and

- growth - which our resources ‘and

skills .make so clearly obtainable,

then there will be no danger what- |-

soever that our system' of private
enterprige or our free institutions
will be threatened .either by dis-
eord from within' or by any forces
from without. ;

What Is Required for Stability

The immensity of the challenge
to-stabilize’ our economy and to
promote its growth may better
be appreciated. by citing a few
figures. If over the next ten years
we can maintain the degree of
stability and the rate of economic
growth ‘which-our resources and
our know-how entitle us to, our

immaterial. | -

.| total - national income over the
- | depademeasured jn uniform, dol-

s :Sltenglh‘eningr-Ourﬁll'.conbmy;f- '

lars will be ‘about. $400.- billion
higher than if we should:level off
at the current rate of production.
It will be about $800 billion higher
than' if we should go through the
traditional pattern of boom ‘and
bust ..and . slow. recovery .which
characterized the years from 1929
t0"1939." —
I Business  and government. are
also “in" substantial agreement, I
should.say, not only as to the need
for striving to maintain maximum
production and ‘employment, but
Iso ‘as to the core: requirements
forthis purpose. Despite over-
refined distinetions and disagree-
ments among technicians, there is
more agreement than is commonly
supposed- that this -core - require-.
ment is to maintain a workable
relationship in ‘the flow of income

between those who-use it or-want’
to invest it for additional. pro-|sy

gduction inorder to earn still more
income and those who use it or
want to- use it as consumers for
the satisfaction of the wants and
niceties oflife, We must-look to
this' flow of national .income on
the one hand to stimulate business
expansion of production capacities

fup- to -the limits of technical

feasibility, -and on the other hand
to provide enough purchasing
power for eonsumers in urban and
i‘ur":al areas to absorb the full out-
put. . : :

Responsibility Mainly with
Business and Labor

I think we would all agree that
the main. responsibility for the
improved -treatment of this prob-
lem of workable economic rela-
tionships does not rest with gov-

ernment. It rests mainly with our
stem .of private enterprise, em-
bracing the action of businessmen,
workers, farmers and consumers.
It rests predominantly in the area
of price and wage policy because
the adjustment of these two items -
primarily determines whether in-
vestors—both in the factory and
in the .field~—earn enough profits
to stimulate productive initiative, |
and whether consumers—both in
the city and in the country—have
enough- income to buy the prod-::
ucts.as rapidly as they are pro-
dueed, \ i
It is generally acknowledged
new- that wages and prices no
longer adjust themselves auto-
matically in -accord with the prin-
ciples which Adam Smith derived
from his observations of the much
simpler; economy of 175 years ago. '
" (Continued on page 38)

This announcement is

Dated April 1, 1949

May 6, 1949.

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

$2,750,000

- Cambridge Electric Light Company
25 Year 2%% Notes, Series A, Due 1974

- Price 100%% and accrued interest

i The Prospectus may be obtained in any State in which this announcement is circulated fron only the
undersigned and such other dealers as may lasgfully offer these securities in such State. e

'HALSEY, STUART & CO, Inc.

il

H

1

Due April 1, 1974

GREGORY & SON

INCORPORATED

L. F. ROTHSCHILD & CO.

May 6, 1949.

R. W. PRESSPRICH & CO.

MERRILL LYNCH, PIERCE, FENNER & BEANE

$10,725,000

New York Central Railroad
- Third Equipment Trust of 1949

2%% Equipment Trust Certificates

(Philadelphia Plan)

To mature annually $715,000 on each May 15, 1950 to 1964, inclusive
To be guaranteed unconditionally as to payment of the par value and dividends by endorsement
by The New York Centval Railroad Company. 5
Priced to yield 1.50% to 2.85%, 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

' HARRIS, HALL & COMPANY

INCORPORATEDR)

OTIS & CO.
(INCORPORATED)
FIRST OF MICHIGAN CORPORATION
GRAHAM, PARSONS & CO. THE ILLINOIS COMPANY . WM. E. POLLOCK & CO., INC,
WILLIAM BLAIR & COMPANY FREEMAN & COMPANY
SWISS AMERICAN CORPORATION
JULIEN COLLINS & COMPANY

MULLANEY, WELLS & COMPANY

CLAYTON SECURITIES CORPORATION
' MCMASTER HUTCHINSON & CO.
F.S. YANTIS & CO.

BLAIR & CO., INC.
HORNBLOWER & WEEKS
PHELPS, FENN & CO.

HAYDEN, MILLER & CO.
It

INCORPORATED
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Prospectus: upon request from
your investment dealer, or from

NATIONAL SECURITIES &
RESEARCH CORPORATION
1120 BROADWAY, NEW YORK 5, N. Y.

Burrock Funp, L.
DivipEnp SHARES, INC.
NATION-WIDE SECURITIES CO.

Investment
Dealers or

Established 1894

CALVIN BULLOCK

Manhattan
Bond Fund

INC.

.

Keysfone
Custoclian

Fun(ls

Ceﬂlﬁcues of Parnclpahon n

- INVESTMENT FUNDS

mvestmg tl]el!‘ calntal

-IN
BONDS
(Series B1-B2-B3-B4)

" PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series $1-52-53-S4)

'

Prospectus from :
gour local investment dealer or

The Keystone Company
of Boston
50 Congress Street
Boston 9, Massachusetts )
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Mutual Funds
= By HENRY HUVT

A Plan for the “Middle Class
Calvin Bullock has a new ‘“Dividend Thrift Plan” designed for

.| the great American “middle class.” Requiring a minimum initial in-

vestment of $500 and minimum monthly payments of $50, the share-
holder at his option may reinvest all dividends. "An’ excerpt from
Calvin Bullock’s folder follows: ‘

“Thrifty Americans recognize the value of regular accumulation
of savings for specific needs and purposes. Life insurance for pro-
tection, savings bank accounts for emergency cash, and savings clubs
for special purposes—these are some of the many ways people save.

“The savings of the great American ‘middle class’ total billions of
dollars, not because the average person is able to put aside a large
amount of money at any one time, but because he or she has learned
that by saving small amounts at regular intervals a fund will grow
to substantial size.

“So, first.in the minds of Amerlcans, where' insurance and.sav-
ings planv are household words, is recognition of the value of sav-

ing small amounts of wages or salarj at regular intervals as a pro-
tection agdmst the unfereseen and as reserves for spec1al purposes
and emergencies.

‘‘But, hundreds.of thousands of persons also, want to share in the
profits of American business through ownership of seccurities offering
dividend income and capital increase possibilifies.” They want to
build an investment estate which will share in the growth of Ameri-
can business and which affords, through wide diversification of risk,
the same.degree of investment protection enjoyed by many wealthy
individuals and institutional investors.

“The ‘Dividend Thrift Plan’ offers this opportunity to the investor
of moderate means (1) by providing a new and convenient voluntary
security purchase plan requiring a small initial payment and regular
monthly payments thereafter and (2) by affording the opportunity to
cwn shares in Dividend Shares, Inc., which will invest the funds and
employ the principles of diversification of risk and constant super-
vision required for the protection of his investment estate.”

A Primer on Bonds and Stocks

“When you buy a bond, you are lending money (with security)
to the company which promises to pay a definite amount back to you
on some date in the future. Meanwhile, you collect fixed interest—
no more, no less. Of course, you can aiso sell the bond at any time.

When you buy a stock, you buy a part ownership in the com-
pany. As an owner, you share in the company’s fortunes, good or bad.
You receive “dividends,” which depend on how much the company
earns, and the value -of your stock can increase or decrease.

“The difference between the two is simple, If a man borrows a
hundred dollars from you to start a hot-dog stand, his business may
grow into the largest restaurant in the world or he may fold up in
a month. In either case, he owes you $100 plus interest—no more,
no less. And if you have security for your loan, you'll collect re-
gardless, This is the idea of a hond.

“But if your friend sells you a quarter ownership in his hot-dog
stand, then you can make a lot of money or lose your hundred de-
pending on how he makes out. This is the idea of a stock.

“Naturally, when you buy a bond you buy the debt of a huge
company rather than a little store—that is, you do if you buy a
bond listed on one of:the leading Exchanges. And when you buy a
listed stock or many of them, you buy part ownership in one or more
of the great railroad or. steel:or automobile or other large companies.

“Sometlmes it is better to lend your money, ‘and sometimes it is
wiser to own a small part of the companies. The safest policy is to
do both at all times, but to own more at times and to let the com-
panies owe you more at other times.

“It is not always easy to tell when it is wiser to do one or the
other. In fact, even to undertake it calls for full-time professional
management. And to obtain such ‘professional management, you
either must be very wealthy yourself or join with others in an
‘existing mutual enterprise which uses professional management.”
—From a recent folder issued by Distributors Group.

Mr. Parker Comments

In his quarterly report to stockholders,  William A. Parker,
President of Incorporated Investors has the following to say:

“In our most recent report we stated that 1548 was the year in
which the postwar inflationary upsurge was halied by counter-bal-
ancing tendencies. It now appears that in 1949 the price maladjust-
ments generated during the hoom are being corrected and that prices
have already declined in a great many lines. Consumers. have shown
resistance to the purchase of goods at the levels prevailing towards
the end of 1948, but seem willing to buy when prices are lowered.
The liquid savings of the American people and their high personal
incomes justify—and will probably generate—much larger consumer
expenditures,

“During the current permd of adjustment and uncertainty, em-
ployment and production remain at surorlsmgly high levels ‘and it
is probable that, despite further adjustments in the price level that
may take place, the year as a whole will be relatively good in em-
ployment, earnings and dividends.

“It is well for the investor to bear in mind that stock prices
as measured by the Dow-Jones Industrial Average are at just about
the same levels as they were in the fall of 1946, And yet in the mean-
time general prices, wages, earhings and dividends have increased

very substantially. In other words, stock prices at no time during
this period rose to levels commensurate with the business activity,
profits and dividends then current, Your management therefore stili
believes that a fully invested position in common stocks is desirable.

“A ‘recent feature of the investment business of interest to our
stockholders is the number of well-known brokerage houses which
have set up special departments and are using advertisements to bring
the shares of investment companies to the attention “of -their*cus-
| tomers. Although the American “public has-already: invested $11%

billion in the shares of open-end investment compames vsuch as In-
corporated Investors, there are still a great Jmany persons who need
the advantages investment companies offer.”

“We Don’t SELL Mutual Funds—
We BUY Them for Our Customers”

The above caption was the gist of the remarks recently mads
by the head of a retail firm which, for many years, has done a large
business in mutual fund shares and is near the top of the list of
consistent producers of Putnam Fund sales. This firm’s experience,
its record; provide another interesting “Portrait of a Producer.”

When we asked this man, “How and why have you and your
associates sold The Putnam Fund for .so many years?” his first re-
mark was—“We don’t. sell The. Putnam Fund-—we buy. it for our
customers.” Here, obviously, was an unusual twist—a different slant
—on doing business. Since he’s one of the old school of financial
men, his words are worth listening to.

“In building our business we follow one basic policy. We belxeve
that in order 1o handle successfully the investment affairs of our
customers, we should, first of all, try to be competent investors our-
selves. Then we must be able to comprehend precisely the investment
needs of our clients—see them in relaticn to the whole family pic-
ture. It is essential, 100, that -we. know: how problems are being
solved by wiser heads than ours. :Finally—and this is important—
we must realize our own limitations ' and know how and when we

must secure help so that, in turn, we can help our customers.
“Although in the trade we are known as salesmen, we think of
ourselves as professional men., And when we prescrlbe an invest-
ment remedy—we frequently must ask-others to fill the prescription.
“It was because of this latter point that we became interested in
mutual funds. Here was a practical method whereby we could have
somebody else give us a lift in providing for our customers what, in"
many cases, we could provide ourselves at a reasonable profxt o

—From “The Putnam Letter,”

“Affiliated” Hits $85,000,000

Including bank loans of $20,000.000, Lord, Abbett’s Afhhated
Fund now has gross assets of appro*{lmately $85 000,000, with new
sales running between $2,000,000 and $3,000,000 per month.

Arrangements have recently been completed with J. P. Morgan
& Co. and other lending banks whereby the interest rate on its
berrowed money will be reduced from 2%% to 2% % per annum
for the 12 months beginning June 1, 1949.

Fund Salesmanshlp
Lectures in Transcript

The New York Institute of Fi-
nance has published the tran-
scripts of lectures given in the
course, “Retail Salesmanship of
Mutual Investment Funds.” The
lectures in transcript form total
approximately 150 pages and are
published in three volumes. The
complete set of three volumes of
transcripts sells for $5.00.

The course was given by a team
of 10 executives in the mutual in-
vestment fund field.. The lectur-
ers brought to the 100 investment
business professionals ' enrolled
different points of view regarding

cales techniques in the investment ;

field. The transcripts contain
many “sales ammunition” para-
graphs. Among the topics dis-
cussed were:

Building a prospect list; Plan-
ning for an interview; Conducting
an interview; Overcoming objec-
tions raised; Closing the sale;
Types of mutual investment
funds; Selection of funds to fit
the client’s investment objectives;
Principles of building a successful
and satisfying career as an invest-
ment salesman.

The team of lecturers was made
up as follows: Douglas K. Por-
teous, Mutual Investment Fund
Sales Manager, Cohu & Co., In-
structor in Charge; Arthur Wies-
enberger, Partner, Arthur Wies-
enberger & Co.; Frank L. Valenta,
Vice-President in Charge of Re-
search’ & Management, Distribu-
tors Group, Inc.; Louis H. White-
head, Sole Proprietor, Louis ‘H.
Whitehead Co.; Howard S. Mc-
Nair, Courts & Co., Atlanta, Ga.;
Hugh Bullock, President, Calvin
Bullock; Douglas - Laird, Vice-
President, National Securities &
Research Corp.; James W. Bridges,
Partner, the Keystone Co. of Bos-
ton;  Vernon S. Vivian, Vice-
President, Hugh W. Long & Co.,
Inc.; William A. Parker, Presi-
dent, Incorporated Investors, Bos-
ton,

Goffe-Carkener Adds Two

(Special to THE FINANCIAL CHRONICLE)

OMAHA, NEB.—Murray R. Pe-
tersen and Beverly N. Wilcox have
joined the staff of Goffe & Carke-
ner, Inc., Board of Trade Building,
Kansas City, Mo.

K. R. O’Neil to Direct
Forum on Invesimenis -

LOS ANGELES, CALIF.—Hu-
bert R. O'Neil, Jr., of Santa
Monica, Calif., investment com-
pany specialist for Dempsey-Teg-
eler & Co.,
announces a
series of for-
ums, to be
known as the
“Family For-
um on Invest-
ments,” com-
mencing Tues-
day evening,
May 10, at
8:00 pm., 'at
the Riviera
Country Club.
‘There is no
charge for ad-’
mission and
the meeting is
open to every-
one. Mr, Fred H. Denison, of
Brentwood Park, who has been
associated with Calvin Bullock &
Co. for 25 years, will be the first
guest speaker. Calvin Bullock &
Co., established in 1894, is the old-
est firm managing ' investment
funds. The subject of Mr. Deni-
son’s talk-will be, “Investments
for Everyone.”

The objective of the forum is
to provide families in the area
with this excellent additional
source of information about . in-
vestments, = Outstanding indus-
trial and investment company
executives will be guest speakers.
After their talks, a period will be
set ' aside for - questions and -
answers, - This program is in
keeping with the national policy
of .the New York Stock Exchange
and the National Association of
Securities Dealers, of fully in-
forming the people about stocks.

Wall St. Riders Open
Outdoor Season

The Wall Street Riding Club be-
gins its fourteenth outdoor ride
season on Sunday, May 8, with'a
ride in Central Park followed by
lunch at the Tavem—on-the—
Green. The club’s  indoor season
ended on Friday, April 29, with
a music ride and buffet supper at
the ride headquarters, Split Rock
Academy in Pelham.

Hubert R, O'Neil, Jr.




Volume 169 Number 4802

THE COMMERCIAL & FINANCIAL CHRONICLE

(2057) 13

- Dangerof Premature Converlibility;

Of Intra-European Currency
By PAUL EINZIG

Commenting “on - pressure “for larger. degree of *convertibility - of
sterling, Dr. Einzig points out danger. continental countries will do
utmost to use and abuse any-new convertibility arrangement in order:
“to: secure dollars.: Warns premature resort to -intra-European -cur-
‘rency’ convertibility, before real values of national ‘currencies . are.
tested, may be fatal to. European reconstruction.
LONDCN, ENGLAND.—Once mbre,‘as in- 1946-47, pressure is
- brought. to :bear on" the British Government .to agree to the applica-

tion of a high degree of convertibility of sterling. This time, it is true,
Britain is not pressed .to make.the pound. convertible into-dollars,

except in So :

- far - as ‘there. -. |

- are net import -
- surpluses. Nor -
is Britain ex-
pected to
~plunge into
convertibility
unilaterally.
The idea is
that there

* should be free
convertibility

; of ' currencies
as between the
Western Eu-
ropean coun-
tries, An un-
official Eu-

. ropean economic conference held
recently in London passed a reso-
lution to the effect that the par-
ticipating countries should ‘adjust
their currencies and then. adopt
intra-European convertibility.
Washington views the scheme with
favor, and many British experts,
. too, are supporting it. Most of
these experts are only just emerg-
ing from the.cloud under which
they came in 1947 when their
prophecies about the smooth work-
ing of convertibility proved to be
hopelessly .wrong. Human mem-
ory is short, and the prophets are
apparently once more ready to
gamble with their reputation.

Admittedly the risk at present
is not so grave as it was when

Dr. Paul Einzig

these experts urged the restora-

tion of the convertibility of ster-
ling in. 1947. In the meantime
progress has admittedly been made
towards consolidation. = Britain’s
balance of payments, though far
from satisfactory, has improved
considerably, and conditions have
undoubtedly improved . also in
Western European countries.
Moreover, the Marshall Plan is in
" operation, with the purpose of
covering the greater part of the
European dollar deficits. Even so,
the factors responsible for the
failure of sterling convertibility
.two years ago would not be absent
in case of a repetition of the ex-
periment.

The: basic factor is the world-
~wide scarcity of dollars. In spite
-of Marshall aid. dollars are very
scarce. Most Western European

countries have depleted their gold
reserves beyond danger point, and
are anxious to secure dollars for

purchases outside the Marshall
Plan. For this reason, their gov-
ernments would do their utmost
to use and abuse any new con-
vertibility arrangement for the
purpose of securing the maximum
of dollars, by fair means or by
“foul. Even under the existing ar-
-rangements of limited converti-
. bility several continental .govern-
“ments have resorted to dubious
- practices.in order to gain dollars
.at Britain’s - expense. . Volumes
.could be. written about the cun-
:ning devices applied to that end
during the last two. years. Should
- convertibility be extended before
« the scarcity of. dollars . is ‘effec-
‘tively relieved ‘it would only
.mean that Britain “and possibly
one or {wo other countries would
- be landed. with- the burdea of fi-
nancing the dollar deficits of other

' countries. in addition to their own
1 dollar- deficits. .

~-So-long -as continental govern-
ments are in urgent need of dol-
lars-there remains the temptation
to secure it with the aid of un-
scrupulous methods.. Any exten-

{ |sion of the degree of convertibility

at present in force merely in-
creases the temptation and the
opportunity for resorting to such
methods. The employment of de-
vices such as those employed by

Belgium in order to secure more|-

gold from Britain by buying up
the sterling balances- of third
countries, or by France by re-
celling to the United States Aus-
tralian° wool and skins imported
on the condition that it would be
used within the domestic econ-
omy, is bound to cause bitter feel-
ing and is, in the long run, detri-
mental to intra-European co-oper-
ation. Moreover, to the extent to
which it benefits the countries
that abuse the convertibility fa-
cilities it tends to weaken Britain’s
position, so that on balance West-
ern Europe stands to gain nothing
even in the short run.

Those in favor of convertibility
argue that, once the exchange par-
ities have been readjusted, it
would be safe to resort to con-
vertibility, for the balance of pay-
ments of countries which would
devalue = their' currencies would
improve. This view is based on
two assumptions. The one-is that
the statesmen and experts con-
cerned are in a position to guess
the correct “equilibrium” ex-
change rate, The other is that a
devaluation would in existing cir-
cumstances increase the volume of
exports to a sufficient extent to
make up for the decline of the
proceeds per unit. Both are rather
bold assumptions.

During the postwar years most
European countries devalued their
currencies, some of them several
times. Each time it was hoped
that the new parity would be the
right one. Each time these hopes
failed to become confirmed by
subsequent experience. It is true,
conditions are now more settled.
Even so it remains most difficult
to guess the correct parity. Some
guess must be made,. it is true.

But it would be risky to accept]

that guess as the basis for con-
vertibility. For if the guess should
prove to be once more wrong then
some countries are bound to pay
2 heavy price for it if they agree
1o convertibility on the basis of
the. new experimental parities.

If the governments concerned
listen -to the dictates of caution
they would.insist that the exten-
sion of convertibility must be pre-
ceded by an experimental period
during which it could be ascer-
tained whether the new parities
could ensure g reasonable degree
of equilibrium. It would be fatal
to expose European reconstruction

to another grave setback -through

another premature experiment in |-

convertibility,

-~ WithE. E. Henkle Co.
(Special to THE FINANCIAL CHRONICLE)
LINCOLN, NEB.—Edward A.
Kemist, has become- associated
with E. E; Henkle Investment Co,;
Federal Securities Building.

By M. S. SZYMCZAK

.lnte_malional' Financial Problems of Qur Economy‘:'

Member, Board of Governors, The Federal Reserve Systéem

Noting sharp reduction in our export surplus, Federal Reserve Board Governor says it indicates reha-
bilitation abroad and should be welcomed, but warns trend might have undesirable consequences on

. domestic economy through shifts, in-character of exports. Points out werld trade must aim"not only to:

-accomplish equilibrium but, in addition, a higher level-of transactions. - Looks- for trade-equilibrium by *

‘1952, and warns world trade organizations: will work successfully. only: if international economic prob-

lems are solved.in way to expand and not restrict -commerce: - - ;

. In our international as well as in our domestic economy .we are witnessing a readjust-
ment from deticit to surplus conditions. This readjustment is an aftermath of our inflation-

ary postwar boom. Crippling bottlenecks in production and
; mers’ goods®

annoying scarcities of consu:

have
largely disap~
| peared. The
problem: we
currently con-
front is one of
sustaining a
high level of
economic ac-
tivity without
the question-
able benefit
of inflationary
supports.

In the do-
mestic ‘field,
the readjust-
ment has-been

reflected in a softening of prices,
a slight decline in industrial-pro-
duction, and some increase in un-
employment. The backlog demand
of the immediate postwar period
has largely spent its force. The
country’s plant and equipment
have been expanded and improved
to meet peacetime needs, Inven-
tory pipelines have been filled.

M. S. Szymczak

over available supply at prevail-
ing prices and incomes has largely
disappeared. Reduction in the
level of prices without substantial

*An address by Governor Szy-
mczak before the 53rd Annual
Convention of the Maryland
Bankers Association, Atlantic
City, N. J., May 9, 1949.

now decrease in consumers’

The excess of effective demand

incomes
may be essential to avoid accumu-
lation of supplies. in excess of ef-
fective demand.

In the international field, read-
justment is indicated by a sharp
reduction in our export surplus.
During the early postwar period
the problem of backlog demand
had been much more acute: than
in the United States; in countries
more directly affected by the war,
goods had been far more: scarce
and a sufficiently large and rapid
increase: in production .was far
more difficult {o achieve. Foreign
countries were anxious, therefore,
to receive any amount of exports,
but were unable to supply their
former customers with corre-
sponding quantities of imports. In
1948, however, the output of many
war-devastated ' countries ' rose
sufficiently to make it possible
for them to replace shipments
from the United States with do-
mestic commodities, and at the
same time to send increasing
quantities of their products to us
as well as to other markets. As
a result, our -exports declined and
our imports rose.

In 1948 we exported goods and
services valued at $16.8 billion,
or $3 billion less than in 1947; on
the other hand, we imported goods
and services valued at $10.5 bil-
lion, or $2 billion more than in

declined by $5 billion, from $11.3
billion in 1947 to $6.3 billion in
1948, d
This decline becomes even more!
significant when we consider that
it took place despite an increase!
in our average price level of about:
9%. In terms of volume—that is|
to say, in terms of constant prices
—our exports of commodities de-
clined by sbout 18% and our im-|
ports increased - by about 13%.:
Should similar changes occur in
1949, our export surplus would
virtually disappear. !
The most important single factor
influencing our international eco-i
nomic relations in 1948 was ‘the!
recovery progress in Western Eu-
rope. Countries in this area re-
ceived in 1948 about one-third of
our total commodity exports. Pro-;
duction in most countries which
are members of the Organization;
for Eurcpean Economie Coopera-:
tion has now reached or surpassed
the prewar level. Industrial re-
construction, hastened by assis«
tance under the European Recov-
ery Program, has progressed 'to.
the point- where the most impor=
tant gaps in the need for capital
equipment and raw materials have
been filled. Agricultural rehabil-
itation, -together with U, S. aid,
has so improved living standards
that the productivity of labor has
risen almost“to prewar level, As

1947, Our export surplus thus

(Continued on page 42) '

”

Ferris & Company

Auchincloss, Parker &-Redpath

Folger, Nolan Incorporated

Mackall & Coe

Thisannouncement is not an offer of securities for sale or a solicilalion of an offer lo buy securilies,

592,250 Shares

Potomac Electric Power Company

Common Stock

Par Value $10 per Share

Transferable subscription warrants evidencing rights to subscribe for these shares are
being issued by the Company to holders of its Common Stock, which warrants expire at
3 o’clock P. M., New York Time, May 25, 1949, as is more fully set forth in the pro-
spectus. Common Stock may be offered by theunderwriters as set forth in the prospectus.

Subscription Price to Warrant Holders

$12.50 per share

" Copies of lhe pm‘.rpe("lu‘r may be oblained from such of the undersigned (who are
the underwrilers named in the prospeclus) as may legally offer
these securities under applicable securiies laws.

Dillon, Read & Ce. Inc.

Goodwyn & Olds

Alex. Brown & Sons
Johnston, Lemon & Co.
Robert C. Jones & Co.

Robinson and Lukens

May 12,.1949

gitized for FRASER
kp://fraser.stlouisfed.org/
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NEWS ABout BANKS

CONSOLIDATIONS

NEW BRANCHES

NEW OFFICERS, ETC. -

REVISED <
CAPITALIZATIONS

AND BANKERS

. The Trustees of the Excelsior
Savings Bank, New York, an-
nounced on

. May 9 the
~election of
Francis S.
Bancroft as
President, Mr.
Bancroft suc-
ceeds Regin-
ald Roome
" who ‘died on
. April 13, after
having held
. that office for
23 years.
. Mr.Bancroft
- is the tenth
- President = of
the bank..He
has been a
Trustee ‘since 1930; in 1945 was
elected First Vice-President and
- since then has devoted his entire
-time to the bank.

The Excelsior Savings Bank also
~.celébrated ifs 80th anniversary of
* banking service May 10. It ré-
" ceived its charter on May 11, 1869
~with its first location in the his-

toric ‘Booth’s Theatre Building,
{ Sixth Avenue and 23rd Street, In
+°1922 it moved to its present ad-
.. dress, 221 West 57th Street. Ten
- years ago, on the oceasion of its
- 70th anniversary,: thé bank cele-
- brated the completion of a thor-
.« ough modernization and renova-
- tion of its building, which still
‘! presents’its attractive white mar+
- ble facade  and entirely modern
- banking quarters.
~In:ordet to further meet the
- demands "of ‘the community ‘and
“handle its’ increased ‘deposits,
«which aré presently the largest in
its history, the bank plans'to ex-
pand its facilities by the erection
‘'of an additional building adjoin-=
ing .to. the east on 57th Street,
thereby . doubling = the . present
quarters.

Francis S. Bancroft

X £ £

Guaranty: - Trust ©* Company  of
New York announces the appoint-
ment of Maurice G. St. Germain
and Joshua G. B. Campbell as
Joint Managers of its Paris Office,
and of Charles F. Brown as Assis=
tant Manager of that office. All
three  officers have 'been associ-
ated with the company for more
‘than 25 years, have served in of-
ficial capacities with .the Paris
Office for many years, and have
had wide banking experience both
in the United States and Europe.

£ * £

The. Corn Exchange Bank
Trust Company, New York an-
nounces the appointment of Wil-
liam A. Frey as Assistant Vice-
President, and Donald K. Lister
as Assistant Secretary.

Fa A

Richard L. Maloney, Jr., Presi-

dent of The New York Savings:

Bank, New York, on May 5 an-
nounced the release of the Per-
sonnel Manual  entitled “Your
Key to New York.”

! The booklet is designed to ac-
‘quaint newcomers with a brief

Akron (Chio) Sav. & Loan
First|National Bank
Belfast, N. Y.

First National Bank
Greenville, Miss.

First National Bank
West Poirit, Ga.

Wayne County Savings
. Honesdale, Pa,

KENNEY & POWELL
NEW YORK

: tion for 18 years.

history of the Bank and with their
privileges and responsibilities.
One of the highlights of the
booklet is-the orgahization chart
which ‘broadly outlines the func-
tions of individual departments

| and their relation to. the overall

workings of the Bank
#
Arthur S. Kleeman President
of Colonial Trust Companv, New
York,

Officer.. Mr, Springer 'is a for-
mer office of the Continental

Bank & Trust Company, having.

been connected with that institu-

9 * i
Henry S. Kingman, President of
the Farmers and Mechanics Sav-

ings Bank of Minneapolis, Minn.,

was elected on May 13 President
of the National . Association of
Mutual Savings Banks at its 29th
annual conference being held in
New York..

Mr. Kingman is well -known in-

savings bank circles: and is welil
qualified to take up the duties of
his new position. Since 1931, Mr.
Kingman has helped  to : shape

policies of the National Associa-:
tion and of the mutual savings-
bank system at large as:a.mem-

ber of its Council of Administra-
tion. During - the .last. year

the work of the American Bankers
Association, serving as President
of its savings division in 1934.

Arthur Livingston Kelley, Pres-
ident of the Providence Institution
for Savings, . Providence, Rhode
Island, was elected Vice-President.

£ € £
. The Seamen’s Bank for Savives
New "York, célebrated its 120th
anniversary on May 11, having
first opened its doors on May 11
1829.
g adlg Ha

The Mahopa¢ National ~Bank,
Mahopac, - New- Yeork, -has in-
creased its common capital stock,
effective April 29,~from $60,000 to
$90,000, by a stock dividend, and
from $90,000 to $112,500 by sale of
new stock, according to the May 2
Bulletin, of* the Office “of the
Comptreller of the Currency

e, P ks H

Eldon C. Swim, of Malden,

- | Mass., was on May 6 elected Assis-

tant Auditor of the State Street
Trust Company, Boston, Mass.
Mr. Swim has been: with the bank
since 1935, except for the period
of his army service in World
War II. .

The Thempsonville Trust Com-
pany, Thompsonville, Conn.
in its 79th year, joined the Fed-
eral Reserve System on May 11
bringing to 335- the number ‘of
member banks in the First Fed-
eral Reserve District.

The ' First National Bank of
Gate City, Virginia, has increased
its common capital stock, effective
April 25, from $100,000 to $150,000
by a stock dividend, according to
the May 2 Bulletin of the Office
of the Comptroller of the Cur-
rency.

John H. Klug, Vice-President
and Cashier, American National
Bank and Trust Company of Chi-
cago, was elected to the office of
President of the Chicago District,
Ilinois Bankers Association at its
annual meeting held May 5, 1949.
Other officers and members of the
Board of Governors elected are:
Vice-President—Edward A. Hintz,
Executive .Vice-President, South-

| announces | the _appoint-.
ment of Harold Springer as Trust

he.
served as Vice-President and. aj
member of its executive commlt—.
tee, -He also has been active in.

now |.

moor Bank of Clncago Treasurer

‘—Frank C. Rathje, Preszdent Chiz | s,

eago City Bank and Trust: Com:
pany and The Mutual National
Bank of Chicago; Secretary—Mart

-garet:R. 'Hadley; Board of Govk

E. C..Burmeister, Pres+
Lake - View . Trust ‘and
Savmgs Bank; Eugene W. Kasper,
President, First National Bank of
Cicero; Wllham H.. Miller,  Vice-
President, City National Bank and
Trust Company of Chicago, "and
B. J. Schneider, Executive Vicet
President, The Distriet National
Bank of Chlcago

ernors:
ident,

The Citrzens Natmnal Bank in

Abilene, Texas, has increased its
common capltal stock, . effective

1 April "26, from $250, 000 to . $350,~

600 by a stock dividend and from
$350,000 to $500,000 by sale of new
stock, it is learned from the May 2
Builletin of - the Office of" the
Comptroller of the Currency
James Alllson Cozby, Vice-
President and Cashier of The Fort

| Worth National Bank, Fort Worth

Texas, died On May z

JioLi Latxmer, P1e51der1t and a
director of the Magnolia Petro=
leum Company, has been elected &
director of the Republic¢ Natmna,l
Bank of Dallas, Tex e gy L

At the spemal meetmg of ‘the
stockholders of Walker 'Bank &
Trust Company, Salt Lake: City,
Utah, held May 2, 1949, the. Ar-]
ticles of Iu(.oxporatlon were |
amended, changing " the capltal
stock of the company from a limit’
of 15,000 shares of $100 par value
to 60 000 shares of $25 par value.

This amendment is now effec<
tive; and in accordance therewith,

each share of the old $100 par
value stock is naw ‘equivalent .to
four new shares of $25 ‘par value
each.

All outstanding certificates rep-
resenting old ‘stock' should there-
fore be 'mailed or delivered to Mr.
J. B. Christenson, Cashier, Walket

& | Bank & Trust Company, 175 South

Main Street, Salt Lake City, Utah!
so  the "“new’ certificates’ for the
authorized $25 par value stock
can be lssued

Allard A. Calkms Pre51dent of
the Anglo Callforma National
Bank, was appointed on May 5
Presxdent of the San Francisco
Clearing House Association, San
Francisco, Calif., as successor: to
Carl F.-Wenfe, Semor Vice-Pres-
ident of the Bank of Amerlca,
who has retifed-from office.

I. W. Hellman, President of the
Wells Fargo Bank & Union Trust
Company, was appointed to suc-
ceed Mr. Calkins in the Vice-
Presidency of the Clearing House
Association,,

Bond, Richman & Co.
Formed in New York

Announcement is made of the
formation of Bond, Richman ' &
Co. with. offices at 37 Wall
Street, New York City, to engage
in a secuntleq business. Principals
of the firm are Max Bond, A. B.
Bramnik, Henry Richman, M. W.
Shapiro, and Irving Wasserman.
Mr. Shapiro in the past conducted

his' own investment business 'in-
‘New York and recently was asso-

ciated with Luckhurst & Co. Mr.
Wasserman was also with Luck-
hurst & Co. in charge of the in-
vestment. department

To Join Shearson, Hammlil

LOS ANGELES, CALIF.—The
staff of John ‘B.'Dunbar & €o,
will -become assoeiated with the
Los Angeles office of Shearson,
Hammill & Co., 618 South Spling
Street, and as of May 16 John'B.
Dunbax & Co. will discontinue
business. The branch office whicli

the Dunbar firm maintained .in

Beverly Hills will be continued |

by Shearson, Hammill & Co.

” N'S‘TA‘Notes

CLEVELAND SECURITY TRADERS. ASSOCiATION

“The.Cleveland Security Traders Association will hold its annual'
summer party at the Kirtland Country Club on Friday, June 17. Carl

H, Doerge, Wm, J. Mericka & Co.,

President of the' Association,” an~

nounces that it-is the Assocmtlons aim to have a  minimum of 100

‘out-of-town dealer guests.

There will be a welcoming cocktail party on the evening of

June 16,

SEATTLE SECURITY TRADERS "ASSOCIATION

The Bond Traders Club of Seattle at a meeting held at the Wash-~
ington Atnletic Club on Fr 1day, April 29, changed its official title -and
will now be  known as' the SEATTIL’ SECURITY TRADERS AS-

SOCIATION o

BOND TFADFRS CLUB OF CHICAGO

The Bond Tradefs Club of Chicago will hold 1ts summer outing
Saturday, June 25, at the Nordie Hills Country Club. Breakfast,
lunchcon, and dinner will be served. There will: be golf, soft ball
horseshoes and games, with prizes for each event.

Donald Muller, Harris, Upham & Co,,; is in charcre of arrange=

ments and entertainment.

OQOut-of-town guests are welcome, The fee hds as yet not been
established, - but it is expected it w111 be around $12 50 per person.’

SECURITY TRADERS ASSOCIATION OF CONNECTICUT

The Security Traders Ascociation of Connecticut.announces that
its annual summer outing will be held Friday, June 3, 1949, at Wam=-
panoag Country Club West Hartford.- Conn. Subseription is $8.00.°

Frank J. Murray, Day, Stoddard.
Chairman of the outing,

& Williams;- Inc;, New Haven, is

Peninsular Tel. Stock
Gffered at $38 Per Sh.

Peninsular Telephone Co. is of-

fering to the holders of its com-
men stock of record May 10, 1949,
the right to subscribe for 42,448
aaditional shares of common stock
at $38 per share on the basis of

one share for each five ‘shares

held, . The offer has been'.under-
written by an: investment banking
group jointly headed by Morgan
Stanley & Co. and Coggeshall- &
Hicks.  G.H. Walker & Co. isalso
participating in the underwriting-

| The subscription rights terminate’

on May 24, 1949.

Concurrently with this offering
the ‘company  is offering. certain
officers and employees the privi-
lege of subscribing pro rata for
any of the additional shares not

subscribed for through the exer- |

cise of stockholders’ rights. The
price to the officer - employee
group is the same as the pnce to

‘| the stockholders,

Proceeds from the sale of the

42,448 shares are to be used for |:

betterment and expansion of the
company’s plant and facilities. It

‘is estimated that. the eost of items

approved for construction in 1949
will-amount to approxlmately

' $3,350;000,

Upon completlon of the sale of
the additional shares the company
will - have outstanding 254,692
shares of common : stock withcut
par value. -Also outstanding are
180,000 shares of - preferred. stock
and: $4,701,000 of funded debt.

The company paid dividends of

621% cents per share on the com-
mon stock on Jan. 1 and April 1,
1949, and has declared dividends
of the same amount for -each of
the remaining quarters of 1949.

Peninsular Telephone ' Co., in-
corporated in 1901, operates
within the State of Florida, serv-
ing about 79 communities in 10
counties located in the industrial,
citrus, phosphate and resort areas
on the Florida West Coast.- Among

the cities served are ‘Tampa, St.-

Petersburg, Lakeland, Clearwater
and Sarasota. The: company also
owns - toll lines and provides toll

service between all of its” ex-,
changes and between its ex--

changes and other telephone com-
panies in Florida.

equ1pment

The company’s central  office.|
is completely auto-'

matic and more than 85% of its

 approximately 286,000 miles of

wire 1is in - underground cable,

| Telephone stations served by the

company-at the end of 1948 num-
bered 125,717 '‘as compared with
108,729 at the end of 1947. Oper-
ating revenues for 1948 amounted
to $7.392,656 and net income was
$1,297,230.

Announces Use of
New Formuia Plan -
National Securities and Research
Corporation reports on an invest-
ment timing followmg extensive
research by Dr. F. R. Macaulay,

The National Securities and Re-
seéarch Corporation has ‘announced
a: new formula for investment
timing “which it  has. developed
since 1947
after  exten-
sive. research
has been
made by Dr.
Frederick: R.
Macaulay,
economist
and = statisti-
cian. Aecord-,
ing to the an-
nouncement,
the National
formula  in-
vesting  plan
can. also  be
applied to .a
long - term
program - for
institutional  and individual in-
vestors whether they wish to buy
selected stocks and bonds or
shares in mutual fund.

Under the investment policy of
First Mutual Trust Fund, a con-
tinuously supervised mutual trust
fund, the management has been
utilizing the National  Formula
Plan since January, 1948, -

National Securities & Reséarch
Corporation, organized in 1930, is
one of the concerns engaged in
the ‘management and underwrit-
ing .of mutual investment funds
created and  functioning ' under
bank trusteeship. Its investment
and Research Department cur-
rently manages.funds. in.excéss of
$50,000,000: :

Dr. F. R. Macaulay
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What Can a Monetary-
Commission Do"

By A; M. SAKOLSKI
In commenting on proposals for a Congresslonal Monetary Com-

mission. to reform the currency,

.as represented in a bill recently

introduced .in the Senate, Dr. Sakolski traces briefly history of
prevmus ‘efforts along same lmes and concludes, despite  defects

in the monetary structure, such an inquiry under present political

and economic conditions will not lead to any drastic- reform.

Recent agitation to restore the gold coin standard in the United
States and to further revise the monetary .laws. has led to-recom-
mendations from several sources that a national monetary ‘commis-
sion be created by Congress to study and report on the subject. The|

proposition

has been. sug- -

Winthrop W.
Aldrich, Mr.
Earl O.

Shreve, Presi-
dent of the
Chamber of
Commerce ‘of

States, Thomas
I.  Parkinson, :
President of |
the . Equitable

Society of the
U. S.-and
others, w h o
deplore the defects in our present
mongrel monetary structure and
urgently call.for remedies.

{In line with  this' movement,
Senators. Maybank ' (Dem.,.S. C.)
and Tobey (Rep., Nev.) on April
11 introduced a bill (S. 1559) in
the Senate .for the establishment
of a bipartisan National Monetary
Commission to be composed of 18
members, one-third to be ap-
pointed by the President, of whom
three are 'to be'drawn.from the
executive branch of the govern-
ment and three from private life;
another ‘third: is ‘to be appointed
by the Vice-President,” of whom
three are.-to come from the Senate
and three from private life, and
the remaining third are to be ap-
pointed by -the Speaker of the
House of Representatives, also to
be divided equally from members
of the House and from private life,
“In view of the usual' propen-
sity. of ‘Congress to set up spe-
cial committees to deal with any
matter that a member may feel
requires legislation, it is possible

A. M. Sakolski

that the 81st Congress may grant,

their wish. However, because of
the result of the recent national
election, which is taken as a man-
date to uphold and retain the New
Deal legislation, the possibility of
effecting a reversion to the old
gold coin standard or of institut-

ing fundamental reforms in our|

present -limping currency. system

seems somewhat remote. Certain- |

ly, the problem. cannot be -defi-
nitely solved without some joint
international arrangement that
will lead to greater stability -of
currency throughout the world.

I

Monetary investigations and re-
ports are not novel procedures
either in this country or abroad.
Great Britain has had. a humber
of them over the last century and

"a half and both France and Ger-

many from time to time have re-
sorted to this method .of investi-
gation, . inquiry and recommen-
dation. In the United States, the
currercy  question has been a per=
ennial debate in and out-of Con-
gress, almost from the beginning
of our national existence, and the
halls of Congress have rung with
the reasoning and oratory of
statesmen seeking a .method " to
establish what has been commonly
called a “sound currency system.”
Qutside of Congress also, commis-
sions, organizations, chambers of
commerce, and other -self-ap-
pointed groups have discussed and
reported “on ‘the subject. The
American Bankers-Association has
considered the so-called currency
question from the very beginning
of its existence in ‘1875 and from
time to time have presented plans

to Congress. and.: to the nation for
adoptmn

Toward the end of the last.cen-

-1 tury -the. question*became - upper-

most in. American economic .and
political history, and following the
defeat of the Bryan. free. silver

| party, - definite action was in or-

der. A convention of a self—styled
“National Monetary- Commission”
‘was held.in Indianapolis. early  in
11897 at which' 26 states. and ; the
District “of “ Columbia were rep—

resented. ‘After intermittent meet- |
ings-and - adjournments: covering |:
‘more- than a year, it drew up and

pablished “a “voluminous - report,
which not only set-up-a nlan of

monetary reform, but, in addition,’

turnished a‘' most eiaborate anu
complete compilation of historical
and statistical 'data that had ever
been up. to that time published in
the United States. Largely as a
result of the Commission’s delib-
erations, Congress on March 14,
1900. passed the Gold. Standard
‘Act, but as this did ‘not remedy
‘the evils of monetary instability,
agitation continued for more
drastic revision of the monetary
system, This agitation was
brought to a climax by the. so-
called Money Panic of 1907. The
consequent. determination of the
nation’s financial leaders, led by
the Chamber of Commerce of the
State of New York, to have estab-
lished - in' the 'United - States a
sound, stable and elastic currency
system, which would prevent.the
recurrence of the 1907 economic
disaster; was soon' to-‘result’in
some definite Congressional move
in that direction.’

1
The outcome of this movement

*was the creation by Congress by

an Act approved May -30, 1908 of
a Congressional National Mone-
tary Commission. Section 18 of
the Act gave authority and in-
struction to the Commission as
follows:

" “It shall be  the duty of this
Commission to inquire into and
report to Congress, at the earliest
date practical, what changes "are
necessary or -desirable in the mon-
etary system of the United States
or-in the laws relating to banking
and currency and for this purpose
they are authorized -to sit-during
the sessions or recess of Congress
at such-times and places-as they
may deem_desirable, to send. for
persons and papers, to administer
oaths, to summon.and compel the
attéendance of *witness . ...
Committee shall have the power,
through  subcommittees or other-
wise, to examine witnesses and to
make such mvestlgatlons and ex-
ammations, in this or other coun-
tries on the subjects committed to
their; chaufe as: they shall deem
necessary.”

The Comnussmn consisted of.
nine Senators and nine Represen-
tatives, and ‘was headed by Sen-
ator Nelson' W, Aldrich .of Rhode
Island as its Chairman. It spent
almost four years in deliberations,
hearings, ]unket trips, and ar-
guments, and, in addition, ' pub-
lished upwards of 38 pretentious
volumes, some of which had little
bearing on currency or banking
topics or  merely constituted a
reprint or rehash of previously
published works. All .this, data

may have had an educational and |.

beneficial -influence, but 'it" put

The |

into the pockets of assisting and
collaborating economists as well
as others considerable amounts of
the  Federal taxpayers . money.
When, finally, Chairman 'Aldrich
issued the Commission’s relatively
brief. report.on.Jan. 9, 1912, he
proposed . the establishment of a
central. bank, such as the Bank of
‘England, but more particularly
resembling the---Reichsbank of
Germany. This was to be known
as “The National Reserve - Asso-
‘ciation.” -

Without going into the details
of this so-called “Aldrich Plan”
'and the story of the vehement ar-
/guments ‘and propaganda of both
iits ‘supporters .

the, scheme was not adopted by
Congress and failed to  receive
igeneral ‘public enthusiasm. A rift
iin- the ‘Republican Party resulted
in the election of Woodrow Wil-
son ' as President in the fall of
1912.:'As a result, the new Demo-
icratic- majority in Congress, not
'wishing to sponsor a Republican
Party" measure, revised the Al-
ldrich - Plan' 'considerably and
passed - an Act - establishing - the
ipresent  Federal Reserve.. System
on Dec. 23, 1913, -

It can be sdid ‘that, despite ‘the
rejection by Congress of the Al-
‘drich”Plan, which proposed a sin-
gle central” bank instead of sev-
eral district reserve banks, the
work’ of the National Monetary
Commission was of sonie value in

originally found in. the Federal
Reserve .System. But .the. author
or autl".*":s of the Federal Re-
serve AL of 1913—(and there has
been a :heated .controversy' as to
who  were the real instigators or
authors, several _claiming = this
credit)—have assumed- or-at.least
pretended they-have paid little at-
tention to the National Monetary
Commission’s report or any of its
publications. H-is-quite probable
that few.of them, aside from Prof.
H.. Parker . Willis ..and . -several
others who acted as monetary and
banking experts, ever really read
the Aldrich Report or many of
its: voluminous.volumes and other
data. -The legislation_establishing
in- the United States a central
banking system undoubtedly could
and would have been enacted-had
there never been'a National Mon-
etary. Commission. The liberality
of the Commission in dispensing

public - “funds and, in. affording
junket trips to almost all corners
of the: globe fo its members and

and opponents, | -
‘mention need only be made that |

putting. into effect the principles |;

their assistants is, in some re-
spects, a hidden scandal, - The
principles of central banking had
already been discussed and were
well- known' to _economists, states-
men and bankers before the Mon-
etary Commission was appointed,
so that its elaborate studies and
publications,—most of which were
probably never read by its own
:members or the public,—was in a
way a waste of public funds, Its
services  could have ' been  per-
formed - more- ‘economically and
with more efficiency. Its pro-
tracted deliberations probably de-
layed rather than hastened the
needed reform:.

I

Great Britain furnishes another
example in which elaborate legis-
Jlative studies have been made of
currency and other questions, but
the British have been more direct
in obtaining their objectives and
have for the most part, restricted
their inquiries to testimony of
bankers and ~experts. Perhaps
‘the best illustration of the work-
ings- and effects of such a pro-

vestigation which led to the pub-
lication of the world’s most famous
monetary: document, the so-called
#Bullion  Report of 1810.”. This
report was made.by a select com,
mittee of the House of Commons,
of which Henry Thornton and
Francis Turner, two renowned
economlsts and statesmen were
members. -,

The Committee was appointed
‘to mqulre into- the cause of the
high price of gold bullion and to
take into consideration the state
of the circulating' médium and of
the . exchanges
Britain and_ foreign parts and to
report  the same, with their ob-
servations thereupon, from time
to time, to the House.” The report
urged the reestablishment of the
gold standard in England, i.e. the
restoration of the convertibility
of Bank. of England notes, .which
convertibility had ceased.in 1797,
as well -as other banking and cur-
rency reforms. But Parliament,
due largely to_the opposition of
powerful political and mercantile
interests, took no action on it. Not
until 1821, 11 years after the Bul-
lion Report was issued, were the
recommendations. adopted, and
then, not to ‘the extent "as’ con-
tained in the report. Moreover, as

cedure  is the: parliamentary .in- |.

between' Great |,

pointed out by Edwin Cannon,
Professor of Political Economy in
the University of London in 1919,
it is quite probable the dlrectors
of the ‘Bank of England would
have followed a policy at a pro-
pitious time to restore the con-
vertibility of Bank of England -
notes after due preparations, if
the British Treasury approved.-
Undoubtedly the Bullion Report,

‘like the Aldrich Report of the Na—

tional Monetary Commission had
a great educational influence and

:helped to shape an improved cur-

rency system. But whether either.
of these documents resulted di-
rectly in bringing about the re-
forms ascribed. to them, or were

the immediate basis of making-

the reforms is somewhat doubtful.
Monetary and ' other legislation
arises more from conditions to be
faced than from . theories to be
followed. It is:designed in most
cases to fit in with a definite en-'
vironment rather. than to comply
with.set principles.

Otis & Go. Underwrites
Indianapolis Power &
Light Co. Offering

The Indianapolis Power & Light’
Co. is offering for subscription by
its common stockholders of record
May 11 rights to subscribe- for
107,226 additional ‘common shares
at $25.0994 per share in the ratio
of one new share for each 10~
shares held. Rights expire 3 p.m.

(EST) May 25. Otis & Co. have
underwritten the offering. ’

G. C. Hollister Dies

- ‘George Clay Hollister died at.
his home at the age of 77 after a -
long illness. Mr. Hollister was a
former governor of the New York®
Stock Exchange.and later con-.
ducted an investment counselor
business in New York City unul\
his retirement in 1947.

Harold G. Barlow Joins
Themson & McKinnon

‘(Special to THE FINANCIAL CHRONTCLE)

OSHKOSH, WIS. — Harold G."
Barlow has become associated -
with Thomson & McKinnon, First °

National Bank Building. He was
previously with Loewi & Co, .

e

Dated May 1, 1949 .

1

OTIS & CO.

(INCORPORATED)

GREGORY & SON .

INCORPORATED

May 11, 1949

MULLANEY, WELLS & COMPANY
THOMAS L. HUME SONS -

INCORPORATED

This announcement is not an offcr to.sell or a_solicitation.of an a'rer to buy these securizize,

The offering is'made only by the J’mfnf

$10,000,000

Potomac Electric Power ‘Company
 First Mortgage: Bonds, 2% % Series due 1984

Price 101%% and accrued interest

The Prospectus may be obtained in any State in which this announcement is circulated from only such
of the tmdﬂ :xgned and al/zer z?ealm as may lmefu//y nﬁ(r these securities in such Slate,

HALSEY, STUART & CO. iNC.

THE ROBINSON-HUMPHREY COMPANY.

. STEIN BROS. & BOYCE

WM. E. POLLOCK & CO., INC.
' ROGER S.

Due May 1 1984

BYRD BROTHERS
THOMAS & COMPANY
COURTS & CO.
PALMER CO.

gitized for FRASER
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Dealer-Broker Investment
Recommendations and Literature

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

Bank Stock Analyzer—Dec. 31,
1949 — Comparative chart—~Geyer
& Co., Inc., 63 ‘Wall Street, New
York 5, N, Y.

Chicago Transit Authority—New
circular on the outstanding bonds
—A. C. Allyn & Co., Inc., 100 West
Monroe Street, Chlcago 3 L.

Common Stock -Program for In-
vestors—List to assist investors in
revising their portfolios—G.- H.
Walker & Co., 1 Wall Stteet New
York 5,'N. Y.

Defensive Opportumhes—study
—In the current issue of “Fort-
nightly Market and Business Sur-
vey"—E, F. Hutton ‘& ‘Co., 61
Broadway, New York 6, N. Y.

Dividends for More Than ‘a
Decade—List. of New. York Curb
common - stock  issues' with long
dividend records—New York Curb
Exchange, 86 Trlmty Place, New
York 6, N, Y.

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, I1l.

Gold Stocks—Analysis — Good-
body & Co., 115 Broadway, New
York 6, N. Y.

Also available is a study of the
Bteel . industry, -and of - Republic
Natural Gas Co.

New York City Bank Stocks—
Camparison and analysis as of

March 31 of 19 bank stocks—Cir-
cular—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

“Of the People, by the People,
for the People”—107-page book
describing the .merits of tax-se-
cured and revenue-secured bonds

—~John. Nuveen & Co.; 135 South |

La Salle Street, Chicago 3, Ill.’

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.

Pacific Northwest Industries—
Summary—Seattle First National
Bank, Second Avenue and Colum-
hia Street, Seattle 4, Wash.

Possibilities—Discussion of cur-
rent market fluctuations—Cohu &
I(\Eo., ‘1 Wall Street, New York 5,

N, Y.

Representative Canadian Com-
mon Stocks—Tabulation of Cana-
dian issues with brief particulars
of recent earnings and prices—
A. E. Ames & Co., Inc.,, 2 Wall
Street, New York 5, N. Y.

Retail 'Salesmanship of Mutual
Funds — Transcripts of lectures
given at the New York Institute
of Finance—In three volumes—
$5.00—New York Institute of Fi-
nance, 20 Broad Street, New York
5, 'N. Y.

Six Attractive Stocks—Data on
Barber Qil, Shell. Union Oil,
Sutherland Paper Co., A. E. Staley
Mfg., Middle South Corp., and
United Gas Corp.—Newburger &
Co., 1342 Walnut Street, Phila-
delphia 7, Pa.

] o *

Amalgamated 'Sugar—Analysis
—Edward L. Burton & Co., 160
South’ Main Street, Salt' Lake
City 1, Utah.

Atok-Big Wedge Mining Co.—
Circular—Bacon & Co., 256 Mont-
gomery Street, San Francisco 4,
Calif,

Central Public Utility Corp.—
Card Memorandum—F, S. Yantis

& Co., 135 South. La-Salle Street,
Chlcago 3, Ill

- Chicago, Mxlwa\ukee, St. Paul &
Pacific compared with.Chicago &
'Northwestern — Vilas: & Hickey,
49 Wall Street, New . York 5, N. Y.

Also available' is ‘a ‘leaflet of

Railroad Developments of the|

week,

randum—A. . M.- Kidder ‘& Co.,
1 Wall Street New York 5, N, Y

alysis—Ira - Haupt ‘& Co., 111

Broadway, New York 6, N. Y.

Electric Bond & Share Co.—Cir-
cular—Hirsch & Co., 25 Broad
Street, New.York 4, N, Y.

Federal Enterprises, Inc.—Cir-
cular—Swift, . Henke: & Co.; 135
South La Salle- Street; Chicago 3,
I1linois.

Fernandina Pori.Authoriﬁ’, Fla. [

4% Toll Road Revenue Bonds—
Circular—Allen - & .Company, 30
Broad Street, New York 4, N.Y.

Food Fair Stores, Inc.—Circular
-—Sutro Bros. & Co., 120 Broad-
way, New York 5, N.Y.

General Portland Cement Co.—
Analysis—J. R. Williston & Co.,
115 Broadway, New York 6, N.Y.

Hearst Consolidated Publica-
tions, Inc. — Analysis — Straus &
Blosser, 135 South La Salle Street,
Chicago 3, IIL.

Household Finance Corporation
—Annual report—Household Fi-
nance Corporation, Chicago, Ill.

" Inland Steel Co.— Circular —
Auchincloss, Parker & Redpath,
52 Wall Street, New York 5, N.Y.

Kansas City Southern Railway
— Analysis — Eastman, Dillon &
Co., 15 Broad Street, New York 5,
N. Y.

Also available is an analysis of
Beryllium Corporation,

Langendorf United Bakeries, Inc.
Analysis—For dealers only—Wal-

ston, Hoffman '& Goodwin, 265

This advertisement appears as a matter of record only and is under mo circumstances to be
“construed as an offering of these securities for sale, or as a solicitation of an offer to
buy any of such securities. The offering is made only by the Prospectus.

Indianapolis Power & Light Company

Warrants evidencing rights to subscribe for these shares are being issued by
the Company to hoiders of its Common Stock, which \Warrants will expire -
at 3:00 P.M, Fastem St&ndard Time, May 25, 1949, as set forth in the

Prospectus.

Subscription Price to Warrant Holders

Prior to the expiration of, the subscription offer, Otis & Co. may offer and
sell Common Stock at the price or prices and. within the limits set forth in

the Prospectus.

Copies of the Prospectus may be obtained frbm the undersigned
“in any State “in which it may lawfully offer the securities.

May 12, 1949

107,226 Shares

Common Stock

$25.0994 per Share

——

OTIS & CO.

Montgomery Street ~San- Fran-

cisco 4, Calif.

Manhattan Company—Analyti-
cal study—Paine; Webber, Jack-

| son & - Curtis, 25 Broad Street,
| New York 4, N Y.

Middle South Utilities, Inc.—

' Circular—Josephthal & Co, 120
'Broadway, New York 5, N.Y,

Cooper-Bessemer Corp,—Memo- ,

" Missouri Paclflc __ Circular —

:Sutro.Bros. & Co., 120 Broadway,
New York 5, N. Y

Derby Gas & Electric Co.—An-|

Oregon Portland Cement—Late
data—Lerner. & Co., 10 Post Office
Square, Boston 9, Mass.

St. Lawrence Corporation and
St. Lawrenee Paper Mills Com-
pany — Analysis — H., M..Gartley,

68 William “Street, New York'.5,
N. Y. »

Southwestern Public ' Service
Co.—Descriptive Memorandum—
Rauscher, Pierce & Co., Mercan-
tile Bank Building, Dallas 1, Tex.

Also available are .descriptive
memoranda. on Gulf Public Serv-
ice: Co.; : Southwestern Electric:
Service Co., El Paso Electric Com-
pany,. Publlc Service Company' of
New Mexlco, Texas Eastern Trans-
mission Co., Tennessee Gas Trans~
mission Co., Texas Public Service
Company, and Arkansas Western

Gas Company,

Time Incorporated—Analysis—
William A. Fuller & Co., 209 South
La Salle Street, Chicago 4, Ill.

Stock Market Stalemate

Likely to Be Extended

(Continued from page 4)

the, “Cemmercial and Financial
Chronicle” of Nov, 25, 1948 we
felt that four observations were
warranted and we summarize
them herewith:

(1) The possibility of a further
drastic decline in -quotations for
common stocks from current quo-
tations did not seem likely in the
immediate future. Stock prices
were resting upon a - generally
iirm statistical foundation.

(2) We found it difficult to gen-
erate any marked degree of en-
thusiasm for the prospects of ma-
terially improved stock prices for
the near term. Any material ad-
vance in quotations would most
likely be braked by the large de-
mand - for equity capital.. We did
not know whether tax rates were
going to be raised in 1949 and if
they were whether an excess prof-
its levy would beturn to the sta-
tute books.

(3) We were convinced that the
outcome of the election had some
grave long-term ‘significance for
the status of invested capital in
the United States. We felt that
American investors had unexpect-
edly lost another major battle in
the world wide assault upon the
private enterprise system, We be-
lieved that the great mass of peo-
ple had expressed their desire to
enjoy “social  gains” almost re-
gardless of their cost.

(4) We stated, however, that we
would be willing to revise our
views in the direction of greater
optimism under certain condltlons,
including the improvement in the
overall position of the Western
World vis-a-vis the Soviets, Most
of our postwar iroubles had had
their bhasic origins in the Kremlin.
A more conservative program on
the domestic front than then
seemed possible would be - very
constructive.

Revised Conclusions

Almost six months have elapsed
since. we expressed these views
and they seem to have been war-
ranted in the light of what has
since transpired. However, we
should like to revise, clarify and
amend them:somewhat along the
following lines:

(1), -Stock -quotations, on an
overall -basis have not varied ma-
terially from their mid-November
levels. The course of commodity
prices has been more steeply
downward and business condi-
tions have deteriorated more rap-
idly than we had expected. Ac-
cordingly the shares of affected
groups such as non-ferrous metals,
independent motor car manufac-
turers, toolmakers, accessory com-
panies, pulp and paper, textiles,
railroads and many others have
experienced greater declines than
the averages. On the contrary, the
deflation now under way is being
sufficiently cushioned and braked
by a multitude of factors so that
capital shrinkage may be reduced
and even largely offset by com-

mitments in a long list of “shel-
tered” groups such as the golds,
the electric-and gas utilities, groc-
ery chains,  drugs .and. pharma-
ceuticals, tobaccos, finance com-
panies, certain  packagasd . food
businesses, gum and confection-
ery manufacturers, corn refiners,
metal and class containers and a
host of high grade consumers’
goods groups.

(2) The state of business has
retrogressed far more than the po-
litical platform makers of last
Fall had envisaged. Election
“mandates” relative to. higher
taxes and labor legislation are ac-
cordingly impossible of fulfilment.
The leftward trends which we
feared in November have in part
been slowed but not stopped.
Washington has been more con-
servative than we thought because
it feared to be otherwise.

(3) As we pointed out earlier
in this discussion, we are entering
upon a new period of Federal
budgetary = deficits sooner an
upon a far larger scale than was
foreseen last November. No change
in investment policies seems indi-
cated for. the immediate future,
for the momentum of decline is
too great to reverse itself for
some time. Nevertheless, the Fed~
eral Government faces a fiscal
dilemma and its financial outlook
and policies must in the long run .
be of primary concern to investors
owning marketable securities, '

Insofar as the stock market is
concerned, there is a good chance-
that the long stalemate which has
obscured the diverse trend of va-
rious ‘component groups will be
further extended, A fair number
of utilities in both the electric and
gas classifications should be in
line for dividend increases along
with a handful of “sheltered” in-
dustrial companies. This type of
good news should be greatly over-
balanced by a larger volume of
dividend cuts or omissions  in
special instances such as have al-
ready occurred with respect to
Armour & Co, St. Joseph Lead,
National Container and Gimbel
Bros. ‘Nevertheless, the great ma-
jority of sound common stocks
should be able to continue pay-
ing dividends at current rates and
if we-are correct in our opinion,;
the 1946, 1947 and 1948 lows in the
industrial -averages will not' be

broken in 1949,

Appointed Directors

CHICAGO, ILL—W, A, Gor-
man, President of Link, Gorman,
Peck & Co., was elected a direc-
tor of Queene Anne Candy Co.
at the annual meeting of stock-
holders. Frank S. Torgerson,
Vice-President of Link, Gorman,
Peck & Co., has been electéa -a
director of United States lesh-—
ing Co.
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By JOHN T. CHIPPENDALE, JR.

) Heayy selling by the Federal Reserve Banks, together with siz-~
able switches by savings banks from the longer eligibles into the
taps, is supplying the market with bank obligations. . . . Also, war
loan ‘calls and:-the tendency to wait for a short period, until the re-
funding termsg are -announced, have curtailed activity in the govern-
ment bond market. . . . Nonetheless, conditions in the money market
continue to improve and easier credit seems to be in the making, . ..
However, no pronounced movement or trend in either direction is
looked for until the Treasury makes known what will be offered in
the mid-year financing, . . . :

Gossip, rumeors and reports as to what will be done in the
coming operatioir have the market on the anxious seat but there
seems to be growing support for the opinion that intermediate-
‘term eligibles will be prominent in the impending financing. . . .
Guesses as to. what rate the new securities might carry, when,
as and if they should be offered to the banks for the June 2s
range from 1149 to 134 %, take your pick. . . . Nevertheless, the
}_-%% coupon appears to be getting most of the attention at this

ime. , ..

FURTHER CUT IN RESERVES LIKELY

Another decrease in reserve requirements is looked for in order
to fight the forces of deflation 'as well as to combat unfavorable
psychological conditions which are.tending to aggravate the read-

~ justment. . . . Loans will probably recede further, although the rate

of decline is likely to be less. severe than it has been in the last
four months. . . . Inventories in many instances still have to be
liquidated and this means pressure on the loan curve. ... The demand
side of the money markets would be further strengthened by the
continued -dewn-trend in loans, which should result in easier credit
conditions. . . . These developments would have to be favorable to
the government bond market, irrespective of what might be done
1o enhance the supply. of eligible Treasury obligations. . . .

BROADENING OF “ELIGIBLES” INEVITABLE

An orderly government bond market has to be taken for granted,
because the monetary authorities have been . very definite in their
statements and recent actions-along these lines. , . . Therefore, an
addition to the amount of government ‘securities-that can be acquired
by the commercial banks is merely a question of time. . ., . How this
will be done is purely a matter of conjecture, because with the
monetary Aauthorities' uncertainty and surprise seem to be -very
important ard the unexpected generally happens. . .. The altern-
atives are well known' inthe money. markets, so there is likely to
be less surprise this time, no matter what they do in the June
financing: ...

Fligible bonds, notes, Savings Bonds and reopening of the
restricted issues are the tools the powers that be have to work
with, so it is just a question of choice as to which of these will
be uvsed. . . . When the decision has been made the market will
then be in a position to adjust itself to the new developments. . ..

SUGGESTED PATTERN :
Additions to the eligible list through the issuance of market-
able obligations are considered in most quarters as. the best solu-
tion of the problem the Treasury is facing. ... At 1% % or-a 134 %
eligible marketable security for maturing issues would meet most
of the needs of the large and small commercial banks and should
have a stabilizing influence upon the government market. . . .

If either or both of the aforementioned obligatiens were
offered to holders of the June 2s, there would most likely be
less buying of the longer -eligible bonds, and with the pressure
off the distant maturities, prices should settle back into a trading
range, which would mean a- stable market. . . .

Since there are other 2s maturing the balance of the year, a
pattern for future refundings might be established in the mid-year
operation. . . . If holders of the September and December 2s believe
they will get similar issues to those offered in June (and the mid-
year offerir.gs are favorable) there would probably be a smaller
demand for the longer-term eligibles because it will be just a matter
of a few months before they would be able to get issues that would
fit into their portfolio. . .. ,

CURRENT MARKET TREND

Out-of-town banks with savings deposits are important buyers
of the longest eligible issues and they have been able to acquire: this
bond without pushing the price up, because of the sizable swaps
that are being made out of this-obligation into the restricted bonds.
... The 2s due 1952/54 have been well taken by the larger deposit
jnstitutions and these securities are among the most active issues in
the list. . . . Savings banks are giving more attention to the earlier
tap bonds, with less funds gecing into the longest maturities at this
time. .. .

Tt is felt that irrespective of what takes place in the June
refunding, the shorter ineligibles will still be in a favorable posi-
tion. . . . The 214s due 1959/62 continue to be the bellwether_ of
the ineligible group with indications that new money is going
mainly into this security. ... . .

TAXING LiFE COMPANIES SEEN
It is reported that a new tax formula will evolve soon for the

life insurance companies and these concerns will have taxes to pay
.. Although details of what
has been going on are not available it is believed the life insurance
companies might become 1nterested in a more substantial way in
the future in the longer-term, higher-coupon municipal obligations.

" ... Also, such a development could mean that these institutions
will bz inclined to retain . the small amounts of the partially-

exempts they now own. .., G

taxable resources.

~ . Capital, Jobs and Taxes

By FRANCIS ADAMS TRUSLOWX*
President, New York Curb Exchange

Mr. Truslew, in pointing out dependence of jobs and taxes on capital, emphasizes the importance of dis-
tinguishing capital from its money yardstick. Says capital, like cotton, must be grown and processed
before it becomes useful, and stresses value of capital market facilities in pu'ting captal to work.
Calls attention to present decline in public investment and reduced stock exchange transactions despite
high level of industrial activity and-holds trend dangerocus to our econemy, threatenicg both jobs and

It seems to me a sure thing that the modern Atlanta is interested in Capital, Jobs and
Taxes. They may be unrecognizable after I drop them; but that will be my fault not theirs.

Anyway I shall talk about these three things and their dependence on each other. All are

essential to?
any economy;
but it is a pe-
culiarity of
these triplets
that the first
gives birth to
the second and
both- feed the
third until the
third gets out
of hand and
smothers
them.

I want to
talkabout cap-
ital, jobs and
taxes because
they are im-
portant; but I also have a special
reason for doing so in Georgia.
This is the home of a United States
Senator named Walter F. George.
Very few men in high office have
waged as courageous a fight as he
is waging to keep capital, jobs and
taxes in .proper balance.

Francis A. Truslow

Capital is a complicated sort of|.

a thing. Hard to establish, de-
manding to maintain and ' diffi-
cult to understand. It.can't be
ordered around, If it is, it reacts
by disappearing as fast as a covey
of quail.. However, if it is man-

aged by someone who understands
its power and its limitations, it
does prodigious feats. On the other
hand, we have all seen it turn
limp in the hands of men who
think it is like an oil well or a
charity bazaar.

What Is Capital?
Unfortunately a great many
people think that capital is a very
simple thing than anyone can as-

#*An address by Mr. Truslow be~
fore The Rotary Club of Atlanta,
Atlanta, Ga., April 25, 1949.

semble and use for any purpose.
It seems to me that one of the
most prevalent reasons why capi-
tal is misunderstood is that too
many think capital is merely mon-
ey. Because ‘it "is measured in
terms of money it has become
money, mere cash, in the thoughts
of the average man. If we talk
about a bale of cotton there is no
misunderstanding of what it is.
No one confuses a bale of cotton
with money, even if they know
its market value.

Cotton is cotton and our minds
relate it to the fields where it
was grown and. to the shirts in
which it ends its days. We think
of it in terms of what it can be
used for and of what it is too frail
to serve. In pods, in bales, in
threads and in cloth, cotton can be
converted into money; but that
doesn’t lead us to treat it like
money. It remains cotton in our
minds. p

But this thing capital ‘gets us
all confused. True, it is many dif-
ferent things in infinite combina-

‘tions, so it is somewhat more com-

plex than cotton. But cotton too
is not all the same and the expert
sees the uses and the.limitations
of the curly strands from Peru,
the long staple of Egypt and the
Islands, and the upland fibres of
Georgia.

Until we can think of capital
as hand tools, power machines and
all sorts of factories and as more
than these things alone, as an or-
ganized combination of tools and
training and a place to use them
and a purpose for doing so, we
will misunderstand it and so fail
to use it to best advantage or ex-
pect of it what it can’t supply.

It is unfortunate that - people
think of capital as the dollars by

which, for convenience, they meas-
ure it. It is unfortunate because
it ‘leads to misunderstanding and
because the very- measurement,
which they substitute for reality,
is only a rough approximation. '

“Company A’s capital is one mil-
lion dollars,” we say, “but Com-
pany B’s capital is two million,”
we add. <These statements have
no real meaning. From them we °
learn nothing about the capital of
either company. In fact they don’t
even tell waich company has the
larger capital in any real sense.

We might bave said “Company
A has an ecfficient factory, fully
equipped t{o bottle. Coca-Cola,
which it is doing at a profitable
price which buyers will pay; but
Company B is struggling along in
an obsolete factory producing but-
ton shoes at a loss—incidentally
Company A has one million dol-
lars in the business but B has two
million 'tied: up.” Here are state-
ments that tell us something about
the nature and effectiveness of the
capital of A and B. They describe
it as dollar signs can’t.

Capital Different From Money

This confusion of capital and its
money yardstick produces an im-
pression that capital and money
are the same. ‘As a result money
itself is thought of as capital. Cap-
ital in the form of a busy machine
is wholly different than capital
lying in an idle machine, even
though each machine is carried on
the books at ten thousand dollars.
Capital is not the book entry; but
what lies behind it. In the same
way ten thousand dollars in cash
could not procure the busy ma=

~(Continued on page 25)

Dated April -1, 1949

®

May 11, 1949

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

$8,000,000

Indianapolis Power & Light Company
First Mortgage Bonds, 3% Series, Due 1974

Price 101.769% and accrued interest

-

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

HALSEY, STUART & CO. INc.

BEAR, STEARNS & CO. OTIS & CO. R.W. PRESSPRICH & CO. STROUD & COMPANY

(INCORPORATED)

WILLIAM BLAIR & COMPANY
THOMAS & COMPANY

HAROLD E.WOOD & COMPANY

MULLANEY, WELLS & COMPANY
CITY SECURITIES CORPORATION

Due April 1, 1974

INCORPORATED
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Canadian Securities
(= By WILLIAM J. McKAY

Politlical and economic pressures now mounting daily suggest an
imminent crisis in the field of foreign exchange. It would appear
that only the stern resolution of Chancellor of the Exchequer Cripps
bars the way toward a logical solution o1 the currency impasse. This
determination to preserve at all®
cost the elaborate British system
of exchange restrictions and state
controlled foreign trade shows a

the natural deficit in trade Witi”l
this country. i

With the export posiiio}i of farm |

complete disregard ‘of the lessons
demonstrated by recent history.
Following World War I the re-
establishment of sterling at the
Pprewar parity marked the -com-
mencement of a painful era of dis-
inflation, mass unemployment, and
Joss of foreign trade. Ironically
‘enough the desired goal of ster-
ling respectability was not
achieved until the inevitable
FJorced devaluation in 1931 placed
the pound at a level where it once
‘more enjoyed -universal  con-
fidence.

Today it is even more evident
that at the present level of $4.03,
'sterling is not only overvalued but
in view of the current economic
‘trend, British export prices at the
current exchange waluation are
becoming increasingly unrealistic.
The April export figures -demon-
strate that under present condi-
tions ‘the closing of the gap is
becoming a task impossible of ac-
‘complishment. Even these figures
dinclude .exports effected on the
basis of deoreciated itransferable
sterling. Utilization of cheap
.sterling by foreign commercial ar-
bitrageurs 1is -thus depriving
Jmembers of the sterling area of
sales  ultimately made against
U. S. dollars. :

The British official case for the
.maintenance of the $4.03 pound is
consequently - becoming increas-
‘ingly hollow. The growing traffic
in transferable sterling proves in
practical - fashion that whereas
British exports move with ‘diffi-
culty at the official exchange
level, it is possible to find ready
.markets on ‘the basis of $3.20/$3.40
sterling. These -economic facts of
life .are at last receiving recogni-
tion in the United Kingdom where
for the first time ‘it is admitted
-that there is at least an “embry-
-onic case” for sterling devalua-
“tion,

It is also.enccuraging to note
that the Canadian authorities are
commencing to take constructive
steps to mitigate the effects of the
adverse turn of the economic tide.
Recent changes in the Foreign Ex-
change Control Board regulations
suggest tne intent to meet the
situation in the event of the fail-

ure of Canadian exports to offset

1

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
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and forestry products becoming
increasingly critical it is now es-
sential to encourage the inflow of
U.’S. capital funds in order.to off-
set the probable widening deficit
in the U..S./Canadian -commercial

FECB of Canadian internal ‘honds,
which ‘was withdrawn in; 1936
prior to the upward revaluation of
the Canadian dollar, constitutes a

attainment of this objective.

This step however is not likely
to prove to be effective to -any
large degree at the current level
of the free Canadian dollar. 'When
the official dollar was revalued to
par the inflow of U. S. capital
funds ceased abruptly. It is logi-
cal therefore to consider the nat-
ural complementary measure that
would once mere make investment
in ‘Canadian internal bonds at-
tractive on ‘this side of the bor-
der. ‘Canadian initiative in mak-

of foreign exchange realism would
also cause constructive repercus-
sions in other fields. It would un-
doubtedly. precipitate similar: ac-
tion on the part of Sweden, and
the chain reaction once set in mo-
tion would bring intolerable pres-
sure to bear on all vulnerable
currencies.

During the week there was lit-
tle activity in the external -bond
section -but the initial -effect ot
the announcement of the registra-
tion privilege was a slight hard-
ening ‘of the internal bonds. Free
funds also -strengthened sym-
pathetically: their current level
however is likely to induce liqui-
dation of existing recorded bonds,
the scarcity value of which has
been impaired as a ‘result of the
new amendment of the FECB
regulations.. Action on the stock
markets was mostly on the down-
side with the paper and base-
metal issues -still reflecting the
successive price-cuts. Gold stocks
on the other hand were strong on
revived -expectations of currency
adjustments and the Western oils
also displayed resistance to the
prevailing weak trend.. . :

Hewburger Displaying
Baldwin Wks. Products

PHILADELPHIA, PA. — New-
burger & Co., 1324 Walnut Street,
members of the New York and
Philadelphia-Baltimore Stock Ex-
changes, are now showing the lat-
est products of the Baldwin Loco-
motive Works in their “Visualiza-
tion” program. =

Philco; Radio -Corporation; Gen
eral Mills, Cluett-Peabody arid
Westinghouse-Electric have beeg
featured in the past.

Davies & Mejia to
Admit J. J. Lucas

. SAN FRANCISCO,  CALIF.—
John..JJ. Lucas will .be .admitted
to partnership in Davies & Mejia,
Russ ‘Bujlding, members -of the
New York and San Francisco

& Co. and in the past was a part-
ner in Walston, Hoffman & Good-

win, - -2

account. The restoration of the| -
privilege of registration with the|

first step 'in the direction of the|

ing the first move in the direction;

Stock Exchanges on June 1.” Mr.’
| Lucas was- formerlywith :Sutro

Economic Council Warns on Spending, Taxes

President’s Economic Advisers suggest . “lesser goal” than $4
billion tax increase, and would ease excises. Would delay increase
in payroll levies and advise ‘cuts in government spending.

According to Associated Press dispatches, the President’s Coun-
cil of Economic Advisers, comprising Doctors Edwin G. Nourse, Leon

Keyserling and John D, Clark,. in a quarterly report recently ‘sub-
mitted to Mr. Truman cautioned against substantial increases in

Leon'H. Keyserling

Edwin G. Nourse

John D. Clark

taxes and government spending, and ‘even suggested that preseni
excise taxes in some cases be eased. Regarding taxes the Council is
reported to have recommended: :

..(1) Reducing ‘those wartime: excise taxes which basically affect
business operations -and which produce only a comparatively smali
amount of revenue.. The.3%: levy on:air, land and water freight, for

instance, pyramids costs because it applies anew-at ‘each step from

the mine or mill {0 the consumer;

(2) Delaying the provesed increase in the. Social Security pay-
roll tax from July 1, as the Administration proposed, to the sched-
uled date, next Jan. 1. The levy,'shared by'workers and ‘employers
reduces pay checks and. increases! business. production costs; .

(3) A “lesser goal” than the $4,000,000,000 tax increase which
the Pragsident gasked in January.

. It is also reported that the Council, as a group advised against
increased government expenditures by launching on a series - of
public works commitments."

N by Ed L
Ganada Eases Rules on Securities Purchases

According to the Canadian. Press, two changes in regulations
governing trading in Canadian securities by non-residents have been
announced by {he Canadian Exchange Control Board.

One change will allow a non-resident to register with the board
any new outright purchases in Canada of Canadian bonds or de-
bentures, making these securities eligible for subsequent sale in
Canada or the United States by the non-resident. Previously this
right has been only for non-resident purchases of Canadian stocks
and shares. . i :

The change would permit a non-resident making-a new-invest-
ment ir 'Canada in any Canadian :security .to sell the securities
at any time either in Canada or the United. States. If they are sold
in Canada, he will be able to export the Canadian dollars realized
and convert them into United States currency through the unofficial
market,

The other change made in the rules deals with exchanges by
non-residents of -Canadian securities” which are not eligible for out-
right sale in Canada. Previcusly: a non-resident investor could ac-
quire only a security due within three years, or subject to call with-
in that period, in exchange for a security .due to mature or subject
10 call within the same space. The restriction now has been removed
in relation to cxchanges of non-government securities -payable: in
Canadian dollars only. As in the past,- securities. issued or guaran-
teed by the Government of Canada or of any province can be ac-
quired by non-residents only for cash or in exchange for other
securities of the same kind. . !

SEG Exempls Directors’ and Officers’ Bonus

“and Remuneration Shares From Resale Gurbs

The Securities and Exchange Commission has amended Rule
X-16B-2 under the Securities Exchange Act of 1934 so .as to provide
an exemption from Section 16 (b) of the Act with respect to the
acquisition of certain equity securities issued to directors and offi-
cers as a part of their remuneration. A preliminary draft of the pro-
posed amendment was published on Feb. 25, 1949. : !

" Section 16 (b) of the Act provides, in general, that where any
director or officer of the issuer of :a registered security or any bene-

ficial owner of more than 10% of any .class of such security has real-.

ized a profit from any purchase and sale, or sale and purchase, of
any equity security of the issuer within any-period -of less than six
months, such profit may be recovered by the issuer.

The exemption provided by ‘the rule is subject to several con-
ditions designed to limit it to hona fide bonus, profit-sharing and
similar ‘remuneration plans. | These condilions are, stated briefly,
that the plan must have been approved by .security holders; that
the security must have been acquired solely in consideration of
services; that the amqunt of securities acquired by each director or

officer must have been determined by an independent committee

 of three .or more members or' by ‘the board of directors; and finally,

that the exemption is not available unless the amount of funds or
securities .distributed ov set aside for a fiscal year pursuant to-the
plan is related to the net profits of the issuer and its subsidiaries
for such year.’ b )

Tt should be noted that the rule provides -no exemption with
respect to the acquisition of convertible securities .or warrants or
rights nor does it apply to the acquisition of any' security through

conversion ‘or through the exercise of any option, warrant, or right.

1-000 Series “E” Bonds.

IBA Sets Up U. S.
Savs. Bond Groups

CHICAGO, ILL.—U. S. Savings
Bond Committees have been- set
up for each of the 17 Groups of
the Investment Bankers Associa-
tion of America, according to Hal
H, Dewar of Dewar, Robertson- &
Pancoast, San Antonio, President
of the Association.

The Committees, including a
Chairman for each state, are part
of a nationwide organization es-
tablished to agsist the Treasury
Department in the forthcoming’
Saving Bond Drive which opens
May 16 with a quota of $1,040,000,-
A National
Committee, under the -leadership
of :Ewing T. Boles, President, the
‘Ohio Co., Columbus, includes the
following Chairmen. of  Group
‘Committees:

California: Russell- -A. Kent,
Bank of America, San Francisco.

Central - ‘States: = Andrew - M.
Baird, A. G. Becker & Co,, Inc.,
Chicago.

Eastern Pennsylvania: Walter
A. Schmidt, Schmidt, Poole & Co.,
Philadelphia,

Michigan: Gerald E. Miller,
Kenower & Co., Detroit.

Minnesota: Rollin G, Andrews,
J. M. Dain & Co., Minneapolis. -

Mississippi Valley: Walter .J.
Creely, Goldman, Sachs & Co., St.
Louis. 4

New England: Howard M. Bis-
coe, Jr., Whiting, Weeks & Stubbs,
Boston. =

New York: W. Fenton Johnston,
Smith, Barney & Co., New York.

Northern Ohio: John D, Burge,
Ball, Burge & Kraus, Cleveland,

Ohio Valley: Marion H. Card-
well, 'J. J. B. Hilliard & Son,
| Louisville, ) '

Pacific Northwest:. Theodore H.
‘Wegener, Wegener & Daly, Inc.,
Boise, Idaho. i

Rocky Mountain: Burdick  Si-
mons, Sidlo; Simons, Roberts &
Co., Denver,

Southeastern: Joseph W. Sener,
John C. Legg & Co., Baltimore.

Southern:  James 'W. Means,
Courts & Co., Atlanta.

Southwestern: Russell E, Sie-
fert, Stern Bros. & Co., Kansas
City, Mo. .

Texas: L. W. Stayart, James &
Stayart, Inc., Dallas.

Western Pennsylvania: Fred W.
Willey, E., H. Rollins & Sons, Inc.,
Pittsburgh. .

The investment bankers have
planned a three-point program to
stimulate the purchase of U. S.
Savings Bonds:

(1) Enclosure of Treasury De-
partment literature in :all’ mail-
ings made by member firms

(2) Reference to the Savings
Bond' Drive in regular company
advertising as well as special Sav-
ings Bond advertisements,

(3) Solicitation of executives,
particularly those who employ
large numbers of people, to en-
courage adoption of the payroll
savings plan, :

King, Quirk & Co.
Being Formed in NYG -

Announcement is made of the
formation of the firm of King,
Quirk & Co., Inc., to be effective
June 1, 1949. The new firm-will
specialize in state, municipal and
public revenue bonds. - Officers
will be Joseph C. Quirk, Presi-
dent; William P. King, Vice=
President, and Richard H. Migei,
Secretary and Treasurer. N

Mr, ‘Quirk has been active fo
many years in the state and mu-
nicipal bond business. Mr, . King
has been Vice-President of Har-
|ris, Hall- & Co., Inc., for some

years in:charge of municipal bond
operations in New York City. Mr.
Migel has 'been associated with
Hemphill, Noyes &. Co. Offices of

way, New York City.
; i N i spot

b

the new firm ‘will be at 25 Broad- -
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Securities Salesman’s Co

By ‘JJOHN DUTTON

A E yourwere -operating a retail store 'in your town instead of a
. securities business you would insist that every article. you sold ‘rep= ||
resented real value. You would sell only good quality merchandise ||

that would hold up—you would be jealous of your reputation as:a

merchant—you' would know that the only way that you could con-|:

stanily expect repeat husiness is through satisfied customers. This
is all so obvious that it hardly bears repetition.’ e

. But this simple fundamental of business success must be applied
to thz retailing of securities if you are ever going to reach that
desirable goal when people come in to see you instead of your hav-
ing to go to see them. During the past year there has been a revival

of merchandising activity on the part of all of us who  are:selling 7
investments. We are trying to interest the small investor; we"are|!
w.trying advertisements in foreign language .papers; we are appealing| |
.to labor through ads in.the labor press;.we are keeping open one |’
.or. two evenings a week,.and we are literally racking:onr brains out|;

to find new and better ways to sell more securities: ‘This is all'to
the good, but one thing is certain; this business or no other business

will be worth while as long as we have to continue to battle day.in | :

and day out for new customers. ‘As long as we must keep up-the
pressure for sales there is something wrong. Eventually any busi-

ness that is intelligently and SOUNDLY BUILT must get to the point | i

where there is a certain amount of steady business that can be relied
upon in good times'and bad. New business must always be developed.
BUT OLD, CUSTOMERS SHOULD BE REPEAT CUSTOMERS.

. You have probably heard it said that the life of a clientele in
the securities business is about three to tive years. I don’t think this
is statistically correct but it probably represents the experience of 'a
good many.who have relied upon expediency and have only filled
up the pioelines of demand for highly speculative securities during
boiling bull markets. oy |

Gradually this unsound condition is being corrected: Investment
dealers are. now operating their business along sound and proven
. lines. No longer is the average small dealer interested in some pro-
moter’s long-shot - proposition, ‘wherein - he has been, the<one who
went out and loaded up his customers for a small profit: to himself
and then found out that he was left holding the bag.  Today,-the
average security dealer is careful of what he buys and what he
recommends. He. isn’t jumping into situations where a few men
who dominate. management -and  play ‘ducks and drakes'tht)‘the;t
stockholders’ money .have a good time . for :themselves -while. his
customers can whistle for-their dividends. He is saying NO'with a

loud and firm voice to nine out of ten. who come in to see him and |
iry to persuade him to put his customers’ hard-earned dough-into

someone else’s business.: And it is all to the gcod as we see it. -

Here's ihe way it locks to us. A set of principles something like
this shiould hang over the hoss’ desk, so that all who come in might
read: : »

(1)-We are here to do a good job for our customers, They always

come FIRST with us.

We do- believe that there are some attractive speculative
opportunities—but they are only good for -people who can
afford to take such risks. e

The securities business is not a gambling game—or a phanbe
for 100 to 1 shots. Our business is primarily to assist our
customers in PRESERVING THEIR. PRINCIPAL, AND OB-
TAINING .A. FAIR RETURN IN INCOME OVER, THE
LONGER TERM. A3 i T rih
When we buy securities, or make recorr}mendations to:our
customers—we have one thought in rr}md—THEIR WEL-
.FARE. For it is the continued good will of ‘our-customers
upon ‘which -this . business ‘must rely for-its lasting - success
in the years to come. Tt )

Nature Does It Best -
“The avowed aim of much -of the current eco-

nomic planning is to bring about a higher degree of
integration of European economy. Yet the- observa-. e
ble tendencies.appear to move in the opposite direc- ..+
tion. This is true, not only in relations between the -
two great complementary regions,. the West and ..
East of Europe, where political cleavages: hamper
the development of economic cooperation. .It also . .
afapears to be true within these two regions o‘w’ingv_ -
to the rigid ‘trading framework within which eco-.""

" nomic controls ' necessarily operate and owing to the
absence so far of any satisfactory . mechanism: for..
extending long-range planning to the field of inter-
national trade. - : -

e 3k E3
“The test ‘of effective: international -cooperation
will be the extent to 'which these tendencies can be -
counteracted by - a conscious . effort to introduce
- closer integration-into the separateplans ‘and pol- .
icies. ‘So far little has been accomplished in this
direction.”—United Nations Economic Commission
“for Europe. e . ,
One way to reach this goal, as history amply dem-
onstrates, is to permit natural forces to operate!
The authorities deceive themselves ifthey: think
-they can do a better job.

pitized for FRASER
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.change (ihe important mechanistic

J-gren’ at the .University of Minne-

-1949

By ARTHUR R. UPGREN*

*if.MonéviMadness.—Is There a Cure?:

Professor of Economics, University of Minnesota
Associate Editprial Editor; The Minneapolis “Star”

.tain. employment and

Professor Upgren, holding money is an invention, explains ‘working' of ‘a managed monetary : system.
Outlines problems of money-management -and ‘describes mechanics in creating money. Says only wise
use of money is to promote and ‘maintain' economic stability and approves government outlays to main--
prices whenever consumer spending and ‘investment cannot effect the result.
Advocates public-housing as offset to' coming ‘depression. '

-~ I-am going to begin with a definition of money. The definition is very useful because it
is one selected to describe money in a way which helps yield a better comprehension of the
phenomenon of money. The late Prof: Frank W. Fetter of Princeton said: “Money is the

greatest of?
~mankind’s in-
ventions.”
This: defini~
tion helps ‘us
to -understand
money in three
ways, First, it
makes an esti-
mate of the
rank order of
the general
subject chosen
forthese;lec-
tures thisyear.
It places that
subject to-the
forefront in
. ‘importance for
us.. Second, money is something
which is man-made. Money’s in~
trinsic metals were gifts of nature
but not the idea of Money. Pro-
fessor Gustav Cassell of Sweden
would. have all. money units be
pare  “abstracts ‘units of reckon-
ing” (accounting).. Then money’s
value- ‘would - be entirely  inde-
penaent of money’s physical form.
Its. function as a facilitator of ex-

Arthur R, Upgren

function) and as a store of value
would be made clearer of any “in-
trinsic,value”. concepts,  Professor
Cassell concedes that money exists
only  within  the conception: of |
man., - . :

.. The third point of Fetter’s defi-
nition of money .is that it is “an
.invention.” That is -consistent
with - Cassell’s view. To sum up
again: money is ‘an invention, aa
invention of man, and is man’s
greatest invention. Money is not
an -institution of the deity and

*An address by Professor Up-

sota, Minneapolis, Minn., April 20,

therefore it' may be more per-
fected. Being man-made, it is to
be man-controlled; Being an in-
vention; money is intended. to. be
useful,.a thing as surely in man’s
service as man can make it be.

Now as to its right to outrank
in importance all other inventions,
If we ‘apply the common test to
estimate the importance of any
other. object. namely, measuring
what we would lose if we were
{o be deprived of it, it can safely
be said that the loss of functioning
money would reduce society’s
productiveness morge than were we
to lose the steam engine or the
electric motor.

Professor - Heller has told of the
loss .- of -German productiveness
when none dared accept money
except - for a- fleeting moment
when its value could not collapse.
We have all learned of the ability
of the re-institution of money in
Germany- to -be- followed by an
immediate appearance as goods as
though a theusand Aladdin’s lamps
had been- -rubbed- or 10,000,000
horsepower - 'placed at. western
Germany’s command. y

-Nor-.do I expect;emoney as an
invention tolose; any laurels to
future machines which will har-
‘ness atomic energy for peaceful
(or warlike)-purposes. Money hag
its primacy because it can harness
incentives-of man and thereby fa-
cilitate: ‘man’s: requirements ‘for
harnessing all other forces through
whatever mechanism or structure
may be required to that end.

Money  is:-an inveation of a
higher order. Thus to have a peer
requires another ' invention pro-
duced on a similar higher plane.
One such might be a device to
secure peace or to stop war. But

L it - must.meet a fearful test if it is

to rival money: Will the device or

mechanism be as widely accept-

able as money is to all men every- i
‘where? That test alone tells us

something of the greatness of

money and some of tne difficulty

of he who would nudge it.to one

side.

Next. we might “consider the
availability of money. Useful as
it is, what about its future ade-
quacy? Though ‘'we may for the
moment become impatient with an
‘apparent superficiality - in this
treatment of money, I propose to
show a little later that securing
economic ‘stability for our 'society -
has extremely severe requirements
but that our now greater control
-over:'money is going to be of
enormous importance in winning-
stability. I view economic stabil-
ity at.home as equalled only in
importance by - peaceful adjust- -
ment of relations to Russia if we
are. to have peace within the
framework of. a free society in a -
secure world.

Perhaps the best way to dem-~- :
onstrate the monetary lessons of
two wars is to make a blunt asser- ¢
tion: it is that our experience in .
financing the two wars, together
with one simple monetary acci- °
dent comparable say to Goodyear’s -
accidental vulcanization of rubbcy
with' sulphur, has given us the *
knowledge of how to command °
whatever amount of money we
need. I shall give a demonstration
in an amount of $50,000,000,000 a :
little later. t’

This is not to say that we shall
command money wisely. But com-=
mand. it we shall, I am sure of -
{hat.

Money is a mechanism which ,
can be wrecked as can any other -

(Continued on page 26)

Capigs.of the.P: may be

This announcement is under no circunistarices to -be construed as an offering of mct@rities for sdle, or as an offer
. to buy, ur as a solicitation of an offer to buy, any securities, The offer is made only by means of the Prospectus,

56,000 Shares

The Soﬁiﬁwestern States
- Telephone Company

Common Stock
(Par value $1.00 per share)

_ . Non-transferable subscription rights to subscribe for these: shares were issued by

|-+ .the Company to holders of its Common Stock; which rights expired at 12:00 Noon,

-~ Pacific Standard Time; May 7, 1949. The unsubscribed balance of shares may be
offered by the underwriters as more fully set forth in the Prospectus. ‘

Price .$1.0..00.’perv shére

Dt

1: . 6. H. Walker & Co.-
~ Cruttenden & Co.

&
Mav 91949

d from the i

1 only by p

legally offer these securities und;r applicable securities daws.

Schneider, Bernet & Hickman
. Dewar, Robertson & Pancoast
- - Prescott, Wright, Snider Jo.’

to whom the undersigned may
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The Threat of Rail Nationalization

. As I understand it, my part in this discussion is the part the investor plays in the sur-

By FAIRMAN R. DICK *
-Partner, Dick & Merle-Smith
Members, New Ydl"k Stock Exchange _
Asserting unless railroads can attract new investment they will pass from frying pan of broken down
private enterprise into fire of nationalization, Mr. Dick foresees need of an increase from present 3.6%,
to a 7% rate of earnings on capit

al to avoid
rail earnings.

this eventuality. Denies competition is barrier to increased

“vival of private enterprise in transportation. I will limit my remarks to the most impor-
: tant section of transportation—the railroads. The investor has a most important part in the

li.e or death?

of private en-

terprise in our
 raaroads — in
Cfact it might
-be- said, - the
“;most impor-

t.nt part. This
' ~'is beeause pri-
- 'vate~enter-
.« prise; if it-is
‘to'function
~--suecessfully,
-requires-a
" conswant -flow.
++ of rew’ money
ior ‘moderni-
zation. - With-
oy out new
.money, it withers and dies. The
investor is the source:of supply
of this money. :

Today he will not supply it to
the railroads. The battle-to pre-
serve- our railroads in private
ownership and operation is the
‘battle to persuade the: investor to
furnish the necessary funds.

‘How can the disaster of nation-
rialization—at least I call it a dis=
.aster—be - avoided? It ' can- be
-avoided only by persuading the
investor to furnish to the' rail-
roads. vast.- sums ‘of new- money.
If we fail here, the game is up,
finally and definitely, even though
‘we .cannot predict just when the
timekeeper, will blow his whistle,
" 'One other point should be men-
“tioned. - Whea' our railroads * are
starved ' physically they 'are: also
starved . mentally. Inventiveness,
rimagination . and genius in design-

Fairman R.. Dick

can invest or not invest in any-
thing they choose. Everybody in
this room is undoubtedly an in-

-vestor. And you and I are going

to- buy railroad . securities: when
they appeal to us as good invest-
ments, and not before. Neither you
nor I, nor the rest of the 140,000,-
000 ‘Americans buy an investment
because someone tells us it is the
fair thing-to do. We will buy a
railroad security when we think
it is a better investment’ than
other securities. If we don’t think
it’ moreattractive, ‘we will not
buy - it, we' will buy - something
else. The investor, you and I and
all the rest of us Americans, are
the managers of our own savings.
And if anybody or any industry
wants our money they have got
to. meet-our terms, or do without.
® Today, you and I are avoiding
the railroad industry and choosing
other industries. And the reason
we ~so decide - seems to me to
be’ obvious, The railroads earn
only 3% % while other industries
earn over twice as much, in many
instances’ three or four times as
much. ‘There is no more reason
why a man should put his money
to work at 34% when he can get
much more than there is for him
to accept a job at $3,500 a year
when he can get much more.

Answer to Railroad Credit
Problem
The answer to the railroad cred-
it problem is obvious. If the rail-
roads are to win us back as in-
vestors they must earn more

ing improvements are paralyzed
if there is no hope of getting the
money to make the improvements.
~"Now . look ahead to the future.
If* our private enterprise system
.continues to operate successfully
. wages and our standard of living
will continue to rise. If the rail-
roads, however, cannot get 'the
money to improve tkeir property
"they will fall behind in the pro-
cession. Gains in efficiency in
.thatcase will not offset higher
«wages. - Don’t waste your time
grumbling about present rates. As
far as. high rates are concerned,
you ain’t seen nothing yet.” You
—the public—will not like this,
nor will you like the service fur-
nished: by an industry that is be-
coming more and more obsolete—
like the Model T, for instance. And
at some point you will jump out
of the frying.pan of broken down
“private enterprise into the fire of
nationalization. I don’t think this
jump will do you much good and
I feel sure you.will not like it.
Up to now I have endeavored to
give you my reasons for believing
that ‘we must ‘win' back ' the in-
‘vestor to the railroads or we will
-lose the railroads to the govern-
ment. ‘And the question now be-
“fore 'us is, how can we win him
back? s
In the first place, who is the
4railroad .investor?” If you have
ever attended rate hearings you
have heard him described as -a
selfish | individual who wants to
:get more money out of the ship-
pers.. You have often heard the
.expression, “fair to the investor.”
.This is all a lot of nonsense. There
isn’t any ‘“railroad investor.,” No
investors are cordemned.to buy
-or hold railroad securities. They

*Talk by Mr. Dick at Luncheon
Session of the 37th Annual Meet-
ing of the Chamber of Commerce
of Uritad  “tatas  Washington,
D. C., May 4, 1949,

money—3Y% % is not enough, that
is certain. ' You would like to say,
I am sure, what the earning re-
quirement. is. I regret that it is
not possible to answer that ques-
tion. I would be prophesying what
you and all other investors would
think and do..I can only say that
the Bell System had to earn ap-
proximately 7% to satisfy your
requirements and I doubt if the
railroads-can satisfy them for a
lesser amount.

“If I am correct in my analysis,
the railroads must earn twice as
much in the future as they have
in the past if they are to obtain

your savings. Earning more -does

not necessarily mean charging
more, except temporarily, In the
long run I believe it means charg-
ing less.

I well realize that many of you
believe competition is a barrier to
such an increase in earnings. From
this view I dissent. I am’ con-
vinced that it is not competition
that has held down railroad earn-
ings to 3.60% for the last quarter
century.

I have not the time to give the
reasons for my conviction. I will
merely suggest to you that if it is
competition that has held railroad
earnings down to 3.60% then it
follows that the railroads have
more competition than any other
industry in 'the TUnited ‘States.
Railroads, therefore, should not be
the most regulated industry  in
the United States; they should be
‘the least regulated industry. If
we are going to regulate any-
thing, every other industry should
have precedence."

Our refusal to accept this sim-
ple, logical fact is a principal rea-
son for our failure to solve the
railroad problem. We cannot de-
cide whether the railroads are the
strongest or the weakest industry
in the country. So we decide that
they are both, at one and the same

time. We cannot decide whether |-

our “course lies-due north or due
south, so we try and walk in both
‘directions. at once. Obviously. we
get nowhere fast.; . o0

The ' competition: theory; how-
ever, ‘is not ‘true. . The; railroads
have been earning 3.60% because
regulation has ‘enforced rates that
produce- this return.. For 28 years
the Commission has hit this target
with an ‘accyracy that surpassed
controlled precision artillery. fire.
I:can prove-this mathematically.
And - the’ most-accurate string: of
four shots -in  the entire “period
were in- the last four years when
the railroads were offered more
tratfic than they could carry. It
might also interest you to know
that the Commission hit its target
or. 3.60% with greater accuracy
than the Bell System hit its target
of 6.42%. I'scored the match, and
the Commission won by a’ score
of 121 to 119. : §1

I repeat,: therefore; that the
railroads’ have earned 3.60% be-
cause that has.-been the target of
the Commission. I'assert that they
can hit 7% if the Commission aims
at that target. And I further pre-
dict* that you will not entrust your
savings to the railroads until they
do hit this target and you are con-
vinced that they will continue to
do so.

Just one final word. Please’ do
not let us evade our responsibility
by criticising the Interstate Com-
merce Commission. I regard the
Commission as the very best of
our administrative agencies.  Its
personnel is unexcelled in charac-
ter and integrity. A cure for the
railroad disease does not lie in any
re-shuffling of its membership.
The infectionlies far deeper. It
lies .at the very roots ‘of, our: po-
litical, organism, g

Now French & Crawford
ATLANTA, GA. — The firm
name of J. McCrea French & Co.,

(22 Marietta Street Building, has

been changed to French & Craw-
ford, Inc. = Officers are J. McCrea
French, President; Allen Craw-
ford, Jr., Vice-President - and
Treasurer; and B, L. Gann, Secre-
tary. .

- Seymour V. Frank Dead

Seymour V. Frank, a partner in
the: former- firm of Billings &
Frank, New York City, died on
April 18. %

C. T. Revere Dead

C. T. Revere. Laird, Bissell &
Meeds, New York City, died May 8.

William C. Bradley Dies

William C. Bradley, former New
York City investment dealer, died
at his home at the age of 73. Prior
to forming his own company .in
New York City, he was with the
Guaranty Trust Co. ¢ 5

With State Bond Mtge. Co.
(Special to THE FINANCIAL CHRONICLE)
NEW ULM, MINN.—Lloyd 'B.

Jafvert is with - State ‘Bond ‘' &

Mortgage Co., 26% North Minne-

sota Street.

With J. Arthur Warner Co.

{Special to TrE ExNANmAL CHRONICLE)

ROCKLAND, MAINE — Eunice
H. Winslow has joined the staff
of J. Arthur Warner & Co., Inc,
431 Main Street.

| qulmad Securities

! Alleghany’s Exch#nge Offer .

. The vdetails of Alleghany’s proposed offer.of exchange to holdérs‘

of its prior preferred and preferred stocks were released over last

*| weekend. Holders of the prior preferred will be given the opportun-

ity to turn in up to 50% of their holdings and receive therefor 2%.
shares of Chesapeake & Ohio common for: each share turned in.
Holders of the regular preferred will be given the opportunity to
urn in‘up t0°10% of their holdings and receive: therefor 1% shares
of Chesapeake & Ohio common for each share turned in.

The offer is scheduled to expire May 18 but the company has
the right to.extend the+proposal for an additional 20 days. “Holders:
of the prior ‘preferred will be-entitled to'exchange more than 50%
of their holdings-if ‘any stock allocated ‘to this issue as'a whole ‘is-
left over when the offer expires.: The 'same’ is true of the regular
preferred.” It the entire offer 'is’accepted  Alleghany Corporation will’
lose 122,760 shares of its Chesapeake: & Ohio conimon stock: holdings.’
It ‘'will 'be’left with ‘478,774 ‘shares; Tepresenting 6.1% ‘of ‘the total’
outstanding. e N : Eiunaty i ‘ i

Based on 'the-closing  price ‘last:week the-maximum amount: of'
Chesapeake & Ohio common -distributable under - the proposal-had’
a'market value ‘of $3,959,000. The Alleghany .Corporation stocks that:
weuld -be retired have an:aggregate claim; including accumulated
unpaid. dividends, of ‘more:than $17 millions. - ek i o
: -« Alleghany Corporation ' prior#preferred ' closed ‘last” week at 72'
bid—T78% asked. - Including - accumulated’- dividends it has' a 'eclaim-
of approximately 85% and its net asset value is close to $750 a share.
The ' Chesapeake & Ohio: common' stock being offered holders of
these shares had an equivalent -value of 72% at last-Saturday’s close.
Alleghany regular: preferred:was: selling at 467% at the end of last:
week. It has a claim, including accumulated dividends, of close to -
$200 a share and its net asset value is around - $85 a share. The
Chesapeake & Ohio 'stock- it is being offered had an equivalent value
of 483g at last week’s closing price. i

On the basis of these figures it -does not appear .likely that .the -
vroposal will- get -a . particularly enthusiastic ' reception : except.
possibly: from:' Alleghany holders anxious to get a-dividend: paying
stock. To the extent that the offer is successful, however, the move.
will obviously iaterially strengthen the position of the remaining .
stock. - It will also bring closer the day when some equity-might be
developed for Alleghany common stock. At the same time, the offer .
will leave -the Alleghany with nearly as much Chesapeake & Ohio .
stock as it had a year ago and would not impair its control of that
property. :

For some time now Alleghany has been following a policy of .
liquidating its holdings in railroad securities. Aside from its commit- .
ment in Chesapeake & Ohio, its only sizable block of railroad stock
is apparently represented by 137,500 shares of Chicago, Rock Island
& Pacific common. The company had held 250,000 shares of Rock
Island and it was proposed to sell 225,000 shares of that as a special -
offering to the public. Market conditions were not favorable to such
a transaction so the offering was withdrawn. Since then it has been
announced that half of the stock originally.earmarked for sale was
disposed of. ; 4

For the most part the funds realized from the sale of substantial
rail holdings have remained intact, although there has been a con-
sistent increase in the company’s interest in Pittston Company. What
the company will eventually do with the cash and Government bonds
it has amassed is‘a moot question but itiis obvious that after the
current ‘operationl - the company will hardly be a subject for this

.column.

As for its one remaining important rail holding, Chesapeake &
Ohio, the stock has been doing nothing marketwise despite improved
earnings and prospects, It has been selling only about a point above
the year’s low and below the lowest prices reached in any year 1943-
1947, inclusive. As a matter of fact, it is necessary io go back to 1932,
when the high was 31%, to find a year in which this stock did not
sell above the current level at some time. Last year earnings on the
stock amounted to $3.73 a share and in the first quarter of 1940 there
was a gain of 22% in net income over the previous year's showing.
The $3.00 dividend is considered safe. e

Twin City Bond Club
28th Annual Outing

"MINNEAPOLIS; MINN. — ‘The
Twin City Bond Club will hold
its 28th Annual Golf Tournament
and Picnic at the White Bear

- Yacht Club on June 15. Scheduled

for the “day -are golf, .tennis,
bridge, s wimmin g, boating.
Luncheon will be served .from
12:00 ‘to 2:00  p.m.: and.dinner
about- 7:00 p.m. -There will be a
cocktail party on Tuesday, eve-
ning, June 14, 6:30 to 8:30 p.m.,,
in the Junior Ballroom, Nicollet

Hotel for guests and members. :

Guest registration fee is $25..

Because of the necessity of ar-
ranging. hotel accommodations, it
is urged that reservations be made
by May 27 with William S, Mac-
Fadden, Piper, Jaffray _& Hop-
wood, Minneapolis, Chairman of
the Invitation Committee.
Chairmen of the ‘various com-
mittees are: Horace L. Cummer,
Kalman & Co., St. Paul, General
Chairman; Lael R. Abbott, J. M.
Dain & Co., Minneapolis, /Yacht
Club; Oscar N, Bergman, Allison-
‘Williams Co., Minneapolis, Trans-

portation; Carlton R. Croning,
Allison - Williams . Co., : -Minne-
apolis,” Special Collections; How-
ard T. Booth ‘and . Douglas ' M.
Warner, Paine,” Webber, Jackson
& Curtis, ‘Minneapolis, Cocktail
Party; Robert S. Davis, John Nu-
veen' & Co., St. Paul, Golf;
Myron: F. Leighton, M. F. Leigh~
ton . & Co.,, St, Paul, Special
Event; William ' S: Macfadden, In-
vitations; Paul W.'Matsche, Paine,
Webber, “ Jackson & Curtis, St.
Paul, Tennis; F. S. Goth, Merrill
Lynch; ‘Pierce, Fenner & Beane,
St. Paul, and William J. Lau, J. M.
Dain & Co.; Minneapolis, -Special.

“J. P. Morgan Appoints
The Board of Directors of J. P.
Morgan - &-Co. - Incorporated, . 23
Wall Street, New York City, have
appointed Samuel R. Callaway an.
Investment Officer and .John' P.
Schroeder an Assistant Treasurer.
Three With King Merritt
(Special to TBE FINANCIAL CHRONICLE)
MINNEAPOLIS, - MINN.—Isaae
A. Bergen, Oscar E. Johnson, and
Ted A. Nadeau are now with King -
Merritt & Co., Pence Building.
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- Public Utility Securities
3 E = By OWENELY,———____.__‘———___%}
. Electric. Power. & Light . .

o+ ~Electric. Power & Light's: dissolution plan: in"the past: few weeks. .
.. hias been a.case of “on.agin, off agin.” The:amended plan was.ap-|.
- proved March 7 by the SEC and application was made to the Southern'|

. U.'S. District Court in New York for enforcement. Federal Judge

,"Clancy surprised : everyone by giving a prompt decision. April .13 _

* “from “the bench”—although “most Federal: courts seem to take an
average of .about six months to reach’ decisions on these plans... The

- company anmounced that'the plan.would become operative May- 10,
. although common stockholders might have to wait a short time there-
. after to obtain their new gecurities. ‘
Then began the'legal skirmishes by the Cameron Biewend-Chris-

- tign Johnson ‘group of common stockholders. The: Circuit Court of
" Appeals was asked for-'a “stay” of the plan; Judge Learned Hand
. refused a temporary stay, but apparently this was not a final ruling.

{'The two Circuit Judges- (thethird, Jerome Frank, had disqualified.|

! ‘himself) took nearly a week to consider the matter further and again.
- fenied a stay—yet nevertheless mentioned June 13 as a poss1b,_le Qay
- for an appeal hearing! This was interpreted to mean that agphcatlon
for a stay would be made to the U. &. Supreme Court, and this proved
. correct, The company obligingly set forward the date for the plan
" to May 17, although forms for the preferred stock exchange had
already been mailed out to stockholders.
There thé matter rests at this writing (Saturday,.May 7).' Wall
* Street arbitrageurs have, however, taken an active interest in ghe
proposed exchanges under the plan. The normal arbitrage operation
is to buy EL stocks and go short of United Gas and Mlddle South
Utilities “when issued.” With only- about half a million shares of
United Gas on the Curb (some 95% is held by EL) it soon proved
difficult to borrow the stock, or to await “up-ticks” to make short
“sales. A when-issued market was started over-counter, and this stock
isnow selling at about a point below the regular Curb quotation (the
spread has narrowed from 1% points) because of the pressure of short
sales—and possibly, some short-covering on the Curb.
The exchange .terms are as follows, values being based on when-
issued quotations of 16 and 15, respectively, for United Gas and
. Middle South Utilities: ; :
Approximate No. Shares Estimated

United Middle South Break-Up Value
Per Share

171

156
#*171
7.35 72658

May 6, 1949

Price
$7 1st Preferred ._._ 169
$6 1st Preferred ._. 164%
$7 2nd Preferred --. 168
Common. —--:i-toca- 247 1.32 .
Warrants

Utilities
4.5
4.1
43

Gas
6.5 .
5.9
6.25

8%, 44 T.12 7834
*Including estimated dividend adjustment. tIncluding estimated additional
{ stock: to be received by EL for extra cn_sh placed in subsidiaries. i ‘
: Obviously the: arbitrage operations have temporarily deereased
the breakup values:. In-order to realize the theor_etlcal estimates of
bréakup values which have been published from time to time in the
Street, it will be necessary. for EL stockholders to retain their new
holdings until the securities are moderately “sgaaso_ned,”_ or at least
until the pressure of grbitraging and odd-lot selling is relieved. What
would market values}: for the two stocks under more normal con-
ditions? United Gas,Cwhich sold as high:as 21 this year, has been
under double pressure—earnings have probaply been'm a downtrend
recently: due: to the warm winter and declining prices for natural
gasoline. It appears likely that a normal price might be somewhere
around 18% (it has sold recently. on the Curb around 18).

Middle South—which will be listed on the Big Board as soon as
the plan becomes operative—is earning at an estimated system rate
of about $1.80 and is expected to pay dividends at the rate of $1.1(_),
beginning next Fall. As an integrated “growtl’g” hpldlng company it

" seems comparable to Central & South West, which is currently selling

" at about 9 times earnings to yield 6.6%. 0 :

' ‘South might be expected to sell around 16%. Taking United Gas at
18% and Middle South at 16%, cstimated “seasoned” breakup values
would work out as follows:

$7 1st . Preferred
$6 1st Preferred
$7 2nd Preferred
Common
Warrants

 Chicago Bond Glub to
. Hold Annual Field Bay

CHICAGO, ILL.—The Annual
. Field Day of the Bond Club of
. Chicago, will be held again this
. year at Knollwood Club, Lake
. Forest, Friday, June 3. The fol-
.lowing . general committee " has
. been appointed: Joseph W. Hib-
- ben, General Chairman, Kidder
Peabody & Co.; Andrew M, Baird,
. A. G. Becker & Co., Inc.; George
. 8. Channer, Jr., Channer Securi-.
ties Co.; Henry W. Meers, White,
* Weld & Co., Vice-Chairmen,
© . The .General Chairman has ap-
- pointed the following Committee
" Chairmen:,
Arrangements — Robert A. Po-
desta, Cruttenden & Co. .
Dinner—Harris E. Wilder, the
Illinois. Co. . .
.Entertainment—Wm. J. Lawlor,
~ Jr., Hornblower & Weeks.
Baseball—John W. Allyn, A. C.
- “Allyn & Co. - £t
Golf——Robert"
Co., Inc.

Recent Market
169

'154%
168

247

8%s

Seasoned Break-Up
$194

Tennis—John" A, Kelly, Smith,
Barney & Co.
Trophies — Lewis Miller, First
National Bank of Chicago:
Indoor Sports. — Rowland H.
Murray, Ketcham & Nongaard.
Raffle—Wm. H. Higgins, Paine,
Webber; Jackson & Curtis.
Raffle Prizes — Herbert A.
Hutchinson; McMaster, Hutchin-
son-& Co. .
Refreshments—Geo. S. Haskell,
Smith, Barney & Co.
Pari-Mutuel—H. Gerald Nord-
berg, E. H. Rollins & Sons, Inc.

William S. Beeken Adds
(Special. to THE FINANCIAL CHRONTCLE)
WEST PALM BEACH, FLA. —
-| Christopher N. Wilson has been
added to the staff of William S.
Beeken Co., Harvey Building.

With First California Co.
(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, CALIF.—

John D. Wells has become- affili-

ated with First California Co., 300

Montgomery Street. :

L. Holt, Blair &

L4
TT AR

On a similar basis' Middle|.

. Farm Prod

Chairman, Department of Economics, University of Chicago

Leading agricultural economist predicts value of farm products in next three to five years.will average

from:15% to 20% under current level. Criticizes government price making .mechanim and urges ‘its

replacement by privately organized institutions, subject to- governmental- rules. and:regalations. Advo-

cates : governmental aclion - in- providing storage failities .and . safeguarding: farm’ income in'‘event: of .-
' depression. Attacks. price parity formulas. R R ‘

;.. - Farm programs have their own well-established seasons; and mow is the time to sow.
| Nor has the urge to sow been lacking. The s>ft, warm breeze of Spring has brought. forth

By. THEODORE W. SCHULTZ*

ucts Price Decline in Offing -

sown, for
there has been
no visible
. shortage of
seedstock.
. The weather
" has been. ex-
‘ceptionally
‘good ever
"since the
. election last
Fall for -ger-
minating new
farm pro-
grams. But all
have not fall-
en upon good
soil,
> There is the
Agricultural Act of 1948, with its
flexible . price support features;
there are those who want higher
and less flexible. price supports;
there is the new price support
program. recently proposed by the
Secretary of Agriculture; and then
there are the. critical, unrecon-
structed ideas of economists—sel-
dom sought and always difficult
to understand and apply.

Theodore W, Schultz

New Price Support Program

To bring matters down to earth,
let me take the new price sup-
port program of the Secretary of
Agriculture, - which . presumably
cuts.the Gordian knot of parity
and embraces income paymentsto
tree prices in the market place.
More specifically, the.Secretary,
on April 7, 1949, appearing at a
joint hearing of the House and
Senate  Committees on Agricul-
ture, announced and recammend-
ed a price support program hav-
ing. the following major charac-
teristics: g

(1) It.would . establish-a new
base period in - determining the
desired relationship between
prices paid and prices received by
farmers, .and .in doing so, ‘aban-.
don the old; "heretofore ‘sacred
1910-14 base period in favor of a
moving base “beginning with the
10 years 1939-1948.

(2) It would employ a 10-year
moving average in. determining
the level at which any given farm
product. is to be supported rela-
tive to other farm products—a
procedure . quite similar to that
specified in the Agricultural Act
of 1948. .

(3) It would provide price sup-
ports which are independent of
year-to-year variations in supply,
thus leaving out the flexible fea-
tures of the Act of 1948 which
provide a schedule of price sup-
ports dependent upon the size of
the supply of the product.

(4) In administering’ the new
price support program, the USDA
would employ a species of income
payments (called production pay-
ments in:the-proposal) in addi-
tion to all the existing measures
already authorized. . ;

The main issues on which I
shall concentrate my attention 'in
this paper are these: Would the
Secretary’s program free agricul-
tural price policy from the grip
of parity? Would it use income
payments to counteract the ad-
verse effects of major business
fluctuations?” In more- general
terms, how. firm is the economic
foundation -on which this price
support program rests? These
questions -are, of course, fully as
applicable to other proposals, in-

- *An ‘address by Prof. Schuliz
before - the - Mid-West - Economic
Association Meetings, - St. -Louis,
Mo., April 21, 1949.

cluding the widely debated provi-
sions of the Agricultural Act of
1948,. as they are to the program
recommended by the Secretary of
Agriculture, and this will become
evident as I proceed.

Since it is' my purpose to go
back to fairly basic considerations
in pricing farm products, I shall
make explicit the main assump-
tions underlying my analysis, al-
though they may seem altogether
obvious and . elementary. These
assumptions are as follows:

(1) Consumer’s choice should be
maintained and improved. The
choices of consumers should be
expressed freely and efficiently
because they are necessary to de-
termine the value of the compo-
nents that enter into the social
product. The value of farm prod-
ucts and of the resources em-
ployed to produce them are no ex-
ception.

(2) A system of relative prices
of both products and resources
should be maintained and im-
proved. It should be the means
by which economic decisions are
coordinated, because it is the
most efficient mechanism for
guiding the allocative decisions of
producers consistent with the pro-
cedures and basic purposes of our
society.

(3) The problems arising out of
business fluctuations. should ‘be
solved with a minimum of - dis-
turbance to the effectiveness of
consumer’s choice and to the ca-
pacity of relative prices.

(4) The social objective of les-
sening the inequality in incomes
(the personal distribution of in-
come among individuals and fami-
lies) should also be achieved with
a minimum of impairment of con-
sumer’s choice and of relative
prices.

One or:-two observations with
regard to these assumptions may
be helpful at this point. .The role
of consumer’s choice needs to be
qualified somewhat in the case of
food, inasmuch as our society is
agreed that it is desirable to en-
courage children to form good
food habits consistent with our
existing knowledge about nutri-
tion. Our school lunch program is
pointed in that direction. Obvi-
ously, other means might also be
used to achieve this end, both for
children and, in principle, for
adults as well. Another qualifica-
tion arises when stockpliing and
other measures are taken for rea-
sons of national security. These
two qualifications, however, do
not establish a case for the overall
drift clearly evident in price sup-
port programs seriously impairing
the role of consumer’s choice.  The
pricing of potatoes is-not ‘an iso-
lated example. Many farm prod-
ucts have been diverted, dumped,
or- destroyed, although the evi-
dence has been less dramatic than
it has been in potatoes. The plea
of the Secretary that most farm
products are perishables and
therefore cannot be withheld and
handled once they have been pro-
duced and sold by farmers with-
out obvious waste, points up one
of the difficulties that has arisen.
It does not take account, however,
of the widespread impairment of
consumer’s choice that has oc-
curred in pricing the more dur-
able farm products. Nor would
production payments in handling
perishables under the ‘conditions
envisioned in the proposal give
full and effective expression to
consumer’s choice. It would, of

many who feel compelled to scatter seeds upon the soil. All manner of seeds have been

course, do so in distributing
among consumers and other users
the supp.y that has been produced
and sold by farmers, but not iin
guiding the allocation of ‘agricul-
tural resources during the next
and. subsequent production pe-
riods. i3

1. Setting 'of the Pricing Problem
As of 1949 C e

The war-induced boom that got
underway in 1941 has virtually
spent itself as far as'food is con-
cerned, "and farm prices are .re-
turning, as a consequence, to their
peacetime positions relative ' to
other prices. Meanwhile, it has
become: increasingly apparent that
the price support program carried
forward from the war period will
force the USDA to accumulate
stocks of wheat, corn, cotton, and
other storable products in ex-'
traordinarily large amounts, will
soon put farming under crop con-
trols and market quotas and‘will
create an all but impossible: situa-
tion for the USDA in dealing with
such major perishable products as
hogs. These developments should
not have come as a surprise, for it
was easy to foretell these-rather
obvious ' economic -consequences.
In addition, however, there - has
arisen a pronounced political
drive for increasing price supports
even further, motivated in: large
part by the- desire-to keep .the
farm income from falling substan-
tially; partly to create a need: for
and to.justify the use of the old
production control machinery;
partly to exact a very consider-
able monopoly price irom con-
sumers, following in this matter
the notable success of the tobacco
group; and partly to take advan-
tage of the turn of the election and
the presumed claim that farmers
have on the successful party.
Clearly, the economic indicators
all point to adjustments in price
supports which lie in the opposite
direction from that in which the
political forces I have described
are headed. For example, if pro-
duction control and marketing
quotas are to be averted, or at
least kept at some minimum, it
will be necessary to lower the ex-
isting level of price supports. If
some semblance of economic order
is to be maintained in dealing with
big and small crops, a schedule of
support prices will be required to
obtain 'some measure of flexibil-
ity. If perishable farm products
are to be givena “support price,”
income payments of some sort will
have to be employed, virtually of
necessity.

The .setting of our problem,
therefore, presents us with a curi-
ous incongruity between the eco-
nomic realities which are rapidly
unfolding and the political. config-
uration which has arisen, Who. is
there that can reconcile these two
aspects of social action? Regard-
less of the outcome, the value:of
farm products must be deter-
mined.

II. What Value Should the U.:S.
Place on its Farm Products?:

This question is indeed basic. A
mistaken answer has been taken
as valid in much of the argument
about agricultural price policy.
The proposal of the Secretary is
no exception. Farm products sim-
ply do not have as high a value as
farm leaders would like to be-
lieve. . Should farm products ‘be
valued as high as they were dur-
ing the war and the early postwar

(Continued on page 24) -
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Souihern Banker Favors Free Gold Market

George M. Clark; President of Pioneer Bank, Chattanooga, Tenn.,

tells Senate Banking Committee i
flation and will aid both barkers

t will be means of checking in-
and their clients, as well as en- .

abling the nation to decide on precise basis for: return to :full-
fledged gold standard.
In a statement presented to the Senate Banking and Currency

Committee, which held hearings May 6 on the:McCarran Bill. to
legalize a free gold market, George M. Clark, President of the

strongly "supported the measure.

Fioneer Bank, Chattanooga, Tenn,,

in the course™®

of his testi-
mony, Mr.
Clark stated:
“It has al-
ways seemed
to me almost’
incontrovert-
ible that
money, in or-
der to qualify
as good money
and retain its
virtue - as_ ' a
medium of
exchange
through the
thick and thin
pfbusiness
fluctuations, must consist of a
valuable substance which has uni-
versal acceptance. In our country
in recent years, that is, up until
1933, gold has always served as
this basic monetary substance. In
. fact 1 believe our dollar has al-
ways been defined as a stated
quantity of gold. Although I have
heard a great. deal of so-called
new theory on money to the ef-
fect that gold is not necessary as
a base and that paper currency
under proper controls would serve
as well, T am still old-fashioned
enough to believe that the experi-
ence of centuries cannot - be
thrown away lightly. In the his-
tory books which I studied, the
experiences with paper currency
have never been happy and in-
cvitably ended with inflation,
bankruptcy, debt repudiation, and
often social disorder and violence
as well, .

“About two and a half centuries
ago a Scotsman ‘named John Law
persuaded a king of France to try
a managed currency resting on
paper alone. - The: experiment
came to grief. I believe this has
been the invariable result of every
similar experiment since. Even
in Russia, where the government
exercises a degree of power over
people which would be impossible
in this country, it was found
necessary to effect so-called cur-
rency reforms about a year and a
half ago. These reforms consisted
of the seizure of nine-tenths of
the money which the people had,
two-thirds of their bank deposits,
and a repudiation of half the in-
ternal Russian debt. In spite of
extraordinary controls and the
most despotic kind of regimenta-
tion, - inflation nevertheless oc-
curred in this Paradise of the
communists,

“It seems to me that these les-
sons should not be lightly passed
over, When our government in
1933 and 1934 first denied the
people the right to convert their
paper currency into gold, it was a
step taken in the face of a great
economic emergency. It was not
believed at the time that this
country would remain indefinite-
ly on a paper money standard.
Fifteen years have passed. We
now have almost three-fourths of
the total monetary gold stock of
the world and it seems to me that
it is high time for us to return
- to the solid, durable basis of gold,

“I have a special interest in
this subject. I know that the ab-
sence of gold, into which our
paper money is freely convertible,
makes it easier to multiply that
supply of money. ‘It is also rea-
sonably clear to me that when
money is multiplied indefinitely
- its value takes the same course

as any other commodity whose
supply is greatly increased. In
other words, it declines in value,
When money declines in value,
prices go up, which is simply an-
other way of saying the same

George M. Clark
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thing, - Therefore, the absence of
a gold standard which permits the
iree conversion of paper' money
into gold predisposes the economy
to inflation. When inflation oc-
curs I, both as a citizen and as a

banker, become acutely aware of

dangers and developments which

I believe are a menace to the

freedom of - our citizens and the
welfare of our country. ;

“What such inflation does to
the distribution of wealth in this
country .I will leave to profes-
sional economists. However, I do’
know that as soon as inflation or
the threat of it appears, my gov-
ernment believes it necessary to
take certain actions which pre-

sumably will either prevent infla--

tion or check the effects.

“Among these actions, which I
fell particularly as a banker, are
the control of consumer financing
and changes in the reserves which
I must maintain against my de-
posits. - Until these novel theories
of inflation control appeared, I
had always believed that the ne-
gotiation of a loan between a
banker and a customer was a mat-
ter of primary, in fact almost' ex-
clusive, significance, to the two
parties. concerned. When I sit
down with a client who wishes to
borrow $500 to enable him to make
a purchase, I feel it is up to the
iwo of us to decide whether that
$500 is too much to lend, whether
it will impose an excessive bur-
den upon the borrower, or expose
the bank to an undue risk.

“These loans, in terms of bank-
ing, have always been good loans
on the whole. Our - experience
with them. has been as good or
better than our experience with
commercial loans. Now, however,
the government, for the ostensible
purpose of checking -inflation,
steps in and through the Federal
Reserve Board, issues regulations
which tell' me precisely how
much I-may lend to my customer
and what the terms will be. I
have seen many -instances in
which this inference with a
worthy customer’s ability to bor-
row or buy on the terms he needs
result in rank injustice. The meet-
ing’ of ' emergencies: and the
grasping of opportunities by many
honest borrowers do not lend
themselves to . compliance with
statistical formulas.

“I have no desire here to ex-
plore the wider ramifications of
this interference. I am conscious
of the fact that such interference
occurs whenever inflation threat-
ens and that the threat of infla-
tion is traceable in part to the
Tack of a gold standard.

“It is Tor this reason that I am
interested in the measure pro-
posed by Senator McCarran which
would permit a free market in
gold. This is a measure which
seems to my lay mind a desirable,
practical, tirst step in the restora-
tion of a sound currency.

“The threat of inflation exposes
me and my customers to other
onerous actions by the govern-
ment.

“Bankers are expected to main-
tain reserves against their de-
posits. These reserves in the past
have been regarded as an assur-
ance of a minimum of liquidity
for banks. Such have been. the
functions of reserves in banking,
Now, however, as a result of a
new philosophy of inflation con-
trol, these reserves have lost their
original ‘character as guarantees
of minimum liquidity. They have
now become a throttle in the mas-
sive engine of government control
by which  assets of banks are
frozen in varying proportions for

. steps in tc

the apparent
inflation. ) i

“The phenomenon of inflation
in recent years has I believe been
due to other causes than inade- |
quate bank reserves or the vol-
ume  of -consumer financing.
Whatever the true causes are, the
fact is that when inflation rears
its head the Pioneer Bank of
Chattanooga and. its customers
become guinea pigs in an experi-
ment in inflation control whose
logic and equity I seriously ques-
tion.

“Here again I am brought back
to gold and the desirability of re-
establishing our currency on a
base which will make less likély
the kind of inflation that seems to
our authorities to call for ' con-
trols of which banks and ‘their
customers have been the victims.

‘“Beyond this I would also like’
to say a word about the stake
which- our farmers have in’ a
sound currency. Whenever prices
move up av¢  the government
~rcise its powers,
ceilings are p.. .ed on vrices.and
rationing is used to govern the
distribution of goods.  Invariably,
with rationing black markets ap-
pear. -They appear because the
price fixed by thé ‘governmeént
under controls is.an ideal price,
presumably fair to the consumer,
which has no regard for the reail-
ities of the market place 'and the
over-powering forces of supply
and demand.

“A rationed market with price
control is an unnatural market
and as a result under-the-counter
deals become common and the
housewife is obliged to pay not
only the higher price which:sup-
ply and demand would call for,
but also a charge for the risks af
surreptitious marketing. This has
a lwo-fold effect. It irritates the
housewife and it puts the farmer
in a position where he,, asthe

purpose of checking

principal producer of foods, be-|.

comes the object of public fesent-
ment. iR

“This may go so far as to in-
volve onerous and costly control
of farm production and in some
extremities even seizure of farm
produce by the government.’ Thus,
inflation * control leads directly
and inevitably ‘to totalitarian con-
trol of our economy, with the
farmer and the consumer conspic-
uous victims,

“It seems to me than anything
we can do to ward off this danger
is desirable; In making this state-
ment, I am conscious of the lim-
itations of a gold standard. It is
not a cure-all. Price fluctuations
and depressions occur  under a
gold standard, but the very fact
that our paper money and our
bank deposits may be converted
into gold at the choice of the
holder places a limit on the ex-
pansion of the money, supply and
tends likewise to check the range
within which prices may move.
It is not a perfect instrument but
a helpful instrument.

“This measure under consider-
ation by this Committee provides
for a free market in gold. It will
afford to the American people the
first opportunity in more than 15
years to take their currency into
the market place and exchange it
for a quantity of gold. By devel-
oping an open market value- for
gold, it will make it easier for our
government to decide on the pre-
cise basis for a return to a full-
fledged gold standard.”

Three with Herrick,
Waddell & Reed, Inc.

(Special to THE FINANCIAL CHRONICLE)

KANSAS CITY, MO.—William
T. Wishart, Donald R. Eldridge,
and William R. Dwyer have been
added to the staff of Herrick,
Waddell & Reed, Inc., 1012 Balti-

more Avenue.

Wifh Burke & MacDonald |

(Special to THE FINANCIAL CHRONTCLE) -

KANSAS CITY, MO.—Robert

K. Aber has become -affiliated
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F?ank and Insurance Stocks
—— By H. E. JOHNSON '
This Week—Bank Stocks

Since last Novemnber general business, as reflected in the Federal
Reserve Board Index of Industrial Production, has been declining.”

From the postwar ‘peak of 195 reached in that month the index
has moved down steadily for over four months. The latest available
figures for March place the index at 184% of the 1935-1939 average.
Because of subsequent further declines in certain areas of industrial
activity, it is expected that the index will be lower for April. )

Two of the principal components ‘of the index which have been
maintaining a high level of production ang giving considerable sup-
port to the index have been steel and automobiles. Even here, how-
ever, there -are signs that some easing in supply and demand has
taken place, ’ .
5 Steel operations -during the. past -several: weeks have declined
from over 100% of rated cavacity- to -the-present level of around
96-97%..-Also, in automobiles, supply is fast catching up with demand
as evidenced by price reductions. Although operations are continuing
at a high level, it remains a auestion as to how.. long the present pro-
duction rate will. continue. Temporarily, strikes at Ford and some
Parts manufacturers are hampering full-scale operations. 1

In other lines of industrial activity, such as textiles, paper, oil,
minerals and chemicals, there.continues to be evidence that opera-
tions and output are declining, i

- Thus with the trend of business activity definitely - downward,
investors have become concerned about the extent of the decline and
the outlook: for earnings and dividends: ‘As a result of this uncer-
tainty, an increasing amount of attention has been given to those
stocks which offer the greatest security of dividend payments in the
reriod ahead.

Among the industry grouns which seem to have been favored are
included bank; can, chewing gum, food, insurance, retail ‘trade (vari-
cty-and grocery. chains), tobacco, drug, and public utility.

Bank stocks have some of the longest records of continuous divi-
dend. payments' of any group of securities. For example, the First
National Bank of Boston has a dividend record going back to 1785
or 164 years. Others have made payments for over 100 years. E

Present disbursements of mest banks are conservative in relation
to earnings and should be maintained under any foreseeable circum-
stances, - For these reasons, they offer one of the best investments for

steady income at the present time.

The following tabulation shows the year since continuous divi-
dends have-been' paid, the present.annual payment, percentage of
1848 earnings paid out, the 1949 price range, the present price and
the-current yield for a group of selected bank . stocks.

Continu- Pctge. of
ous Pay-'Present’ 1948 Oper. ' ~=-1949——
ments. Annual ' Earnings - Price Range
Payment Paid Out High

$1.30 497 . $25Y,

40%

964y

353

* Present” Current
Price i
$24%

39
89

Low
$23%%
38
822
32%,
38%,
38
497
©71,145
252
15%
48

Bank ‘of Manhattan
Bankers Trust _:
Central ‘Hanover _
+.Chase National
# Chemical Bank _..__: _

Commercial. National __
Corn Exchange

. First National (N,-Y

.. .Guaranty. Trust
Irving Trust ___
Manutacturers  Tru
National City __._____
New' York Trust..
Public. National _.
Bank of America__..
First. National (Boston
National Shawmut ___
First’ Naticnal (Chicago) 1934 173
Continental Illinois ___.. 1935 75
Pennsylvania Co, ___.___ 1227 32

The above figures show a long record of dividend payments.
Considering the fact that many of the-institutions have made pay-
ments through banking crises and major depressions, the record ‘is
impressive. Last year payments were well covered by net operating
earnings as only about 60% of such earnings was distributed. The
outlook: for this year is one of relative stabi ity, although the recent
sharp decline in loans may be reflected in moderately lower earnings.

- There is another factor which could be of considerable impor-
tance to bank stocks at this time.” Because ‘of the high investment
regard in which bank stocks.are held, ‘they possess certain of the
characteristics of preferred stocks. For this reason the yields on bank
stocks tend to fluctuate and follow the same trends as preferreds.

. Recent developments have been favorable to high quality pre-
ferred, If a. substantial -decline ‘should take place in the yields on
rreferred stocks, a rise in bank stocks could result. This could con=-
ceivably occur almost regardless of the course.of bank earnings,

Halsey, Stuart Offers
N. Y. Central Equips.

Halsey, Stuart & Co. Inc. and
associatées were. awarded, May 5,

R. W, Pressprich & Co.; A. C.
Becker & Co., Inc.; Blair & Co,,
Inc.; Gregory & Son, Inc.; Harris,
Hall & Co. (Inc.); Hornblower &
Weeks; Merrill Lynch, Pierce,
Fenner & Beane; Otis & Co.,;

$10,725,000 New York Central RR.
Third Equip. Trust of 1949 25; %,
Equipment ‘Trust Certificates, ma-
turing $715,000 annually May 15,
1950 to 1964, inclusive. The ecer-
tificates, issued under the Phila-
delphia plan, were immediately
re-offered, subject to Interstate
Commerce Commission authoriza-
tion, at prices to yield from 1.50%
to 2.85%, according to maturity.
Proceeds from the sale of cer-
tificates will provide for the fol-
lowing new- standard-gauge rail-
road equipment estimated to cost
$13,734,360: 46 Diesel road freight
locomotives; 10 switching loco-

with Burke & MacDonald, 907
Walnut Street.

motives; and 900 gondola cars.
Associated in the offering were

Phelps, Fenn & Co.; L. F. Roths-~
child & Co.; First of Michigan
Corp.; Graham, Parsons & Co.;
The Illinois' Co.; Wm, E. Pollock
& Co, Ine,; William Blair & Co.;
Freeman & Co.; Hayden, Miller
& Co.; Swiss American Corp.;
Clayton Securities. Corp.; Julien
Collins & Co.; McMaster Hutch-
inson & Co.; Mullaney, Wells &
Co., and F. S, Yantis & Co.

Joins A. M. Kidder Staff
(Special to THE FINANCIAL CHRONICLE)
TAMPA, FLA.—Paul T. Schoo-
ley has joined the staff of A. M.
Kidder & Co., ‘Hillsboro Hotel
Building.
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The Welfare State—What Labor Wants -

* By NELSON H. CRUIKSHANK*
Director of Sot,ial Insurance Activi.ies, American Federation of Labor

Organized labor- spokesman expresses opposition t¢ all-inclusive government activity that-can control

details -of daily living and relationships with each..other, but defends government expandmg into.

sacial security and like' services. - Says problem is not in limiting government action but in keepmg con-
trol of government in hands of people. . F e ;

The term “welfare state” has become a flghtlng term. The reason is that it has taken
on two quite opposite meanings. There is one meaning ascribed to the term which is based
on a concept of the State or government as something’ foreign to and removed from-the

people and

- -which seeks to’
‘control, -direct,
and prov1de
for all- the
people’s needs,

Such 'a pro-
‘gram of gov-
" ernmentaction:

—whether
‘prompted by|

good or - bad

+ motives — re-
moves ‘incen-

- tives from the'
individual,
stiules mma-
tive:and be—|
comes - inevi~
tably "the 'master -of tne people:
that il set out to serve. ' Recent
history abroad provides extenslve
support for that view. :

~'To that kind of" all-inclusive
government activity - I-know that
you as -individuals and: your- or-
ganization ‘are: unalterably - op-
posed. There we are on common
ground, : Labor, likewise, opposes
and will oppose with all the foree
at our commond any attempt by
any government to control the

. details of - daily living -and our
relationships with- each other even
if it is alleged to be for-our own
good: That is'why we are agamst
the Taft-Hartley: Act. )

Both employers and ‘labor must
oppose- despotism “in' any’ form.
There is no such thing asa benev-
olent despot.

There is another concept of the
weélfare state, however, that is
rooted in a'quite different idea of
the nature of the state. This is
the idea that the state can be the
servant of the people. -The idea
that Lincoln expressed as “a gov-
ernment of the people, by the
.people, for the people” is not three
ideas of government, but one:
The only kind of government that
can genuinely be for the people is
one that is by and of the people.
The state, like the Sabbath, is
made for man and not man for the
state.

. "If a people succeed in main-
taining "this concept of govern-
ment the state then becomes the
instrument through which they do
those things for themselves which
they cannot do  individually.

~ Though they use the instrumen-

“tality of government they are still
performing these functions for

-themselves, - Under such a concept
individual opportunity can  be

maintained and enlarged and indi-
vidual initiative can be encour-
aged.

' Now, under such an idea of the
nature and the purpose of the
state the concept of the welfare
state takes on quite a different
meaning than that which I first
described. . In line with this idea
which- was that held by the
founders of our government, it is
not a auestion as to whether we
should have a welfare state, That
question was settled in 1789 with
the adoption of the Constitution.
The purpose of government in the
United States of America was set
forth clearly in the preamble of
that document where “We the
people of the United States” are
committed until such time as that
document is changed to six endur-
ing programs. We are to form,

& N; H. Cruikshank -

*An address by Mr, Cruikshank
at the Gencral Luncheen of the
37th Annual Meeting of the Cham-
ber of Commerce of the United
States, Washingten, D. C.,. May
3, 1949.

establish, insure, provide, promote’

and secure, The fifth of these ac-
tion programs to which we" are
committed is to “Promote the gen-
eral welfare” through the National
Government,.

This is reenforced in Artlcle I,
Section 8:

| “The Congress shall have Power:

To lay and collect Taxes, . Dutles,
Imposts, and ‘Excises, to 'pay .the
Debts and provide for the: common
Defense’ and ' general welfare of
the: United States ...

defense of a broad power. of Con-
gress to act for the general wel-
fare was conducted by Alexander
Hamilton in . reference  to - the
question of the establishment of a

National Bank.. Opponents of the)|

bank argued that no power was
given by the Constitution:, to"the:
Congress for such; a purpose. - But
Hamilton supported his argument
by reference to the general wel-
fare clausge.

Since -that date there has been
a host of enactments sponsored by
every political - party, that. has
been developed in-our - history; of
both liberal and conservative per=
suasion: to implement the wel’are
activities of our National Govern-
ment. * Every. time that Congress
has passed a tariff act. we-have

engaged in an actwnty of the wel--.

fare state.

In this long development there
have been some -historic mile=
stones. ¢
enactment of the Homestead Act
of 1862, signed’ by. that.most dis-
tinguished Republican. :President,
Abraham= Lincoln. " After a long
and bitter battle this was a.deci~
sion on the part of the people’s
representatives: in  Congress to
dedicate the vast resources of the
public . domain to the needs of
plain ‘people, as. it. provided for
the settlement of public lands in
quarter-section units. - I like also
to point out te those who allege
that the idea of social security is
a foreign concept that actually
we launched on a social security
program through the enactment of
this Act.” When we so dedicated
the public-demain we were actu-
ally providing a combined old-age
security and unemployment com-
pensation program, as a study of
the waves of migration from the
Eastern industrial areas ‘to the
valleys of the Middle West in
their relation to successive periods
of unemployment in the industrial
areas will show,

It needs to be pointed out alsp
that this kind of activity by a
welfare state was not confined to
aiding people in search of family

security or who were endeavoring |

to escape the hazards of unem-
ployment. ' Vast amounts of land
were granted to corporations sup-
posedly as an-incentive to the de-
velopment of our railroad trans-
portation system. In the period
from: 1850 to 1871 grants of land
from the Federal Government and
from the States to the railroads
amounted to a total of 179,000,000
acres. This is more land area
than the total of the States of
Maine, New Hampshire, Vermont.:
Massachusetts, Connecticut, Rhode
Island, New York, New Jersey,

‘Pennsylvania, Maryland, the Dis-

trict of Columbia, Virginia and
North: Carolina combined!

I am not here to condemn' the
use of the publie land in this man-
ner: I am only pointing out that
when we talk about the welfare
state we have to remember that

One of them.-was .the.

‘the welfare activities of the State

have been at least as lavish in the,|

support of business enterprise as
they have been on behalf of plain
people. 'I-cannot refrain, how-
ever; from pointing out that these

.enormous grants mgke the claims

in"this industry ich we see in
railroad advertl;ements and rail-
road-sponsored jeditorials that this
isthe only ind stry that pays its
own. way appear in rather awk-

-ward ‘relation” to the estabhshed
- |facts. -

It is significant that the.first|’

We need only to look at the
budget of the: United: States Gov-
ernment submitted for the fiscal

year 1950 to find that the .activi-

ties of the welfare state are by no
means confined to the extension of
aid to; unfortunate individuals, A
ship operator, for example, has
available: -detailed . and expertly
prepared charts and tide tables
printed by-the -Hydrographi¢ Of-
fice of the Navy at an expense of
$4,451,000. In- contrast to that
those who seek aid from the Fed-
eral Government either ' from
management or labor’s standooint
in the development of sound laboer
standards have to rely on the Bu-
reau. of - Labor: Standards. in the

Department of Labor whose total | !

budget for the year is only $391,-
000, . The Bureau of Labor Statls—
tics operates on an annual budget
of. $5,450,000. = A. navigator of
ocean—gomg vessels: has prepared
for nim: by the government annual
tide tables that will tell him: for
every -day and,every hour of the
year the status of the tides "and
the flow of the currents in every
port_in. the world. = But. a-citizen

| who: ' is responsible’ for steering a:

course’ in sound labor-manage-
ment relations finds that the item
for printing and bmdmg in. the
Department of . Labor is exactly
zero. . $25,000,000 is set aside this
year for the Agricultural Exten-
sion Service. In 1947, we had a
tiny * budget of $37,000 under
which the Department of Labor
was. providing ‘similar = aids to.
American citizens responsible for
furthering understanding -of col-
lective bargaining processes. The
80th Congress wiped out even this
minute item. It is our contention
that if it is worth four and a half
million dollars-to publish charts
and tide tables and $12 million to
maintain aids to. navigation and
another $24 million to provide
weather information to keep ships
from running aground, . it is worth
at least some comparable figure to
aid those in charge of collective
bargaining programs from run-
ning into the rocks and shoals of
industrial strife.

~When the frontier was ex-
hausted and the public lands were
all settled or given away and we
found ourselves still faced with
the insecurity of old-age and un-
employment, the government sim-
ply continued its basic policy of
dedicating its resources and in-
strumentalities to the aid of
people to provide through a sys-
tem of social insurance against
these contingencies. That is how
our social security system came
into- effect 'as an activity of the
welfare state.

In this connection and in refer-
ence to a social security case
(Helvering v. Davis), a notable,
opinion was written ‘in 1937 bv
Justice Cardozo of the United
States Supreme Court. This opin-
ion runs so directly to our subject
that I wish to quote from it at
some. length, Before doing so I

2

should like 'to remind you that
Justice Cardozo was not a. New
Deal appointee, but was appointed
to. the -High Court by President
Hoover, a President who I imag-
ine.is not lacking in admirers in
this room. Justice Cardozo said:
, “Congress may spend money in
aid ‘of the ‘general welfare’
There have been gréat statesmen
in our-history who' have stood for
other views. ‘We will not resur-
reet the: contest. It is now settled
by decision,

“The purge of the natxon-wxde
calamity that began in 1929 has
taught us manylessons. - Not the
least, of the solidarity of interests
that: may once have seemed to be
divided . Spreading from
state to state, unemployment is an:
ill not particular but general,
which: may be checked, if Con-
gress: so determines, by the re-
sources of the nation. If this can
have been doubtful yntil now, our
ruling . today has set the
doubt at rest. . The hope be-
hind this.statute is to save men
and women from the rigors of the
poorhouse ‘as well as from the
haunting- fear that such a lot
awaits them when the journey’s
end is near. . , , The problem is
mainly - national in area and di-
mensions. .. Moreover, laws of the
separate states cannot deal with
it effectively. Congress, at least
had a basis for that belief. ..
Only a power that is national can
serve the' interests of all.
The issue is a closed one. It was
fought out long ago.” ' ‘

It is in the gpirit of this decision
hat we in labor shall seek to em-
ploy the instrument of govern-
ment to meet other needs that
cannot be met by individual ae-
tion.

One of these areas is in the
field of public housing. According
to the report of the Senate: Com-
mittee on Banking and Currency
(Senate Report No. 84 of the 81st
Congress, First Session), the facts
are that we must be prepared to

employers to remove the ever-

present. dread of doctor and hos-

pital bills that can drive us to the

relief rolls and the loan shark.

* Experience has. taught us that -
every forward step in the field

of social and economic welfare

brings seme. dangers. Advances’

.| in this field are no more free from

hazards and pitfalls than was the
conquest of a continent by our
pioneer forefathers. As we seek
to.'utilize- the services of govern-
ment we must pe on guard against-
government becoming our master.
But we also recognize that people-
cannot guarantee their freedom by
sueh a simple formula as limiting
and crippling the power of their-
government

The essential problem is not one
of restricting - and - limiting ' the
field of government action, but in
keeping the control of the gov-
ernment in  the 'hands, of the
people so- that it remains their
servant. Eternal vigilance is the
price of liberty. Eternal vigi-
lance and not eternal obstruetion-
ism, We gladly join with our
friends in business in the exercise
of that vigilance., Together we.
can use, and not be used by, the
resources of government which. in
another age helped men break -
through the frontiers to a more
satisfactory life.

.| Boylan Elected by
|New York Steck Exch.

At the annual election of the
New York Stock Exchange, the
following officers were elected: ~

-Chairman of the Board of Gov-
ernors: Robert P, Boylan (for a
{erm of one year).

build or rehabilitate an average| - |

of at - least 1,300,000 non-farm

dwelling units .and between 200,-
000 and 300,000 farm units each
year over the next 12 years if
substantial progress is to be made
in bettering housing conditions of
American families, The record
of "the prlvate building industry,

| particularly since the war, estab-

lishes conclusively that it cannot
handle the job alone since nearly
two-thirds of our families have
incomes' of less. than $4,000 and
are completely out of the housing
market in terms of being able to
buy or rent the homes constructed
by the private building industry.
" In the field of education we
decided over a 100 years ago that
the "education of our children is
not properly a field for business
enterprise operated for profit and
we established a system of free
public schools, In the course of
our national development we are
now faced with the fact that we
cannot leave the support of these
schools dependent entirely on the
uneven financial resources of the
localities and states. = It has,
therefore, become imperative that
the one agency to which we all
belong by right of birth or natu-
ralization; namely, the Federal
Government, must be ‘used to
give assistance in meeting the cost
of educating our young.

Another common neeq is for a
method of meeting the high and
unpredictable cost of medical care
through an extension of the prin-
ciple of social insurance. We do
not wish to see the government
in the Dracthe of medicine. We
do not wish to regiment doctors
or patients. We do not wish to
socialize medicine, and no biil
supported by organized labor in
the United States calls for any
such. thing. We, the working
people of America, seek simply to
promote the general welfare by
using the instrumentality of gov-
ernment to establish a fund con-
tributed to out of our own wages
with like contributions from our

Robert P. Boylan

Seven Members of the Board of
Governors (for three-year terms):

Richard M. Crooks, Thomson
& McKinnon; Harold W. Scott,
Dean Witter & Co.; Homer A.
Vilas, Cyrus J. Lawrence & Sons;
Amyas Ames, Kidder, Peabody &
Co.; Wmthrop H. Smith, Merrilt
Lynch Pierce, Fenner & Beane;
Latham -~ W. Murfey, Curtlss, .
House & Co., Cleveland; Nathan
K. Parker, Kay Richards & Co.,
Plttsburgh

Two Members of the Gratuity
Fund (three-year term):

Clinton S. Lutkins, R. W, Press- ,
prich & ' Co., and William D.
Scholle, Scholle Bros.

Nominating Committee (one-
year term):

Page Chapman, Jr.,, Tucker,
Anthony & Co.; William M. Mee-~
han, M. J. Meehan & Co.; Mark C.
Meltzer, Jr., Asiel & Co.; Joseph: -
W. Dixon, Graham, Parsons & Co.;
W. Fenton Johnston Smith, Bar-
ney & Co. . #

With A. M. Kidder & Co.
(Special to THE FINANCIAL CHRONICLE)
DE LAND, FLA—William R.

Hough is with A. M. Kidder &

Co., 112 North Woodland Boule-

Vard

A. M. Kidder Co. Adds.

(Svecial to THE FINANCIAL CHRONICLE)

FT. MYERS, FLA.—Joseph W..
Weber, Jr. has joined the staff of
A. M. Kidder & Co., First National
Bank Building.

With Geo. C. Lane & Co.
(Special to THE FINANCIAL CHRONICLE)
NEW HAVEN, CONN.—Bennett

E. Preston is with George C. Lane

& Co., Inc., 70 College Street.

gitized for FRASER
p:/[fraser.stlouisfed.org/
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‘Farm Products Price Decline in Offing

(Contiuned from page 21)
years? Obviously, no—unless war
were to occur. Should they be
valued at the old parity, leaving
aside for the moment the appro-
priate relationships among farm

shifting the base forward from
the five pre-World War I years
to the .ten most recent years? In-
stead of introducing a period with
a ratio of prices received to prices
paid by farmers more nearly in

prices and considering only the line with the' real value of farm

ratio of the average of all

farm |

products, .it further overvalues

prices received to prices paid byifarm products taken as a whole.

farmers? A clear-cut answer can

While it is difficult, with the ma-

be-had from the drift in commod- | terials now av.ailable,.to make a
ity markets starting last fall and Precise comparison, it is plain that

still underway. For all who are
willing to look at- what is being
mit, the answer is an unqualified

How much farm products will
be worth during the- next few
Years is the crucial issue in any
attempt to evaluate either the old
1910-1914 parity or the new 1939~
48 income standard proposed by
the: Secretary of Agriculture.
There are essentially two ways to
get our bearings on this matter.
One consists of formulating an
empirical judgment about - the
value of farm products on the
basis of economic- forces and de-
velopments under way, and the
othier is to consider the valuation
process in principle and indicate
the formal results that emerge.

On the empirical side, the evi-
dence is about as conclusive as it
can be that farm products are not
as valuable in the United States
as. the proponents of the various
price support programs are main-
taining. About a year ago, the
Committee on Agriculture of the
House put out an important study
made by the BAE on Long-Range
Prospects for American Agricul-
ture.l The assumptions under-
lying this study were carefully
formulated, although decidedly on

% the optimistic side. The: follow-
ing conclusions are noteworthy:
With high employment, the ratio
of prices received to prices paid
By farmers would approximate
parity; with intermediate employ-
mrent, the average level of, this
price ratio would be in the neigh-
borhood of 85; and with depres-
sion conditions, it would drop to
about 67. My own -efforts?2 to
gauge the value of farm products
for the years immediately ahead,
say for the next three to five years
—assuming that unemployment
does not exceed four million, that
we export and import farm prod-
ucts at competitive prices; that
ample stocks are maintained for
emergency purposes, and that
agricultural production continues
at its present level—indicate that
the prices of farm products will
rule (average) as much as 15%
to 20% below their current level
relative to other prices. [This
means, taking the-existing legal
parity as a measure, that farm
prices would decline (relatively)
from 105 (as of Feb. 15, 1949)
to a parity as low as 85 to 90 if
the farm products were allowed
to clear the market.]

Before taking up the more for-
mal aspects of pricing products in
line with their value, we may dis-
pose of the question: Does the
Secretary’s price support program
break with parity? If parity is
taken to mean the 1910-14 base
years, then clearly the Secretary
has not tied his program to parity.
But“such a narrow definition of
parity would be a mere -quibble.
The 1939-48 base period employed
by the Secretaiy performs the
same function in determining the
ratio of-prices received to prices
paid by farmers as it does in the
1970-14 base under existing farm
legislation. To call it an “income
standard” does not alter its func-
tien—a rose by any other name
smells quite the same.

What, then, is to be achieved by

T See Table 1, p. 18 of the Commit-
tee print Lonr-Range Agricultural Pol-
icy, for the Comm'ttee on Agriculture
of the House of Representatives, S0ih
Congress, 2nd Session, March 10, 1948.

2 See my analysis, appearing mainly in
Chapter 3 in ‘ Agrici' ture in an Unstable
Economy,” New York: McGraw-Hili.
1945, and in “Supno-*ing Agr'cultural
Prices by Conceal=d Dumping.” “Jour-
nal of Political Economy,” Vol. LVI,
April, 1948,
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the 1939-48 period is about 5% on
the wrong side of the 1910-14 base
period.3

This much is fairly evident: In
making price policy for agricul-
ture, the basic question of the
value of farm products is not pe-
ing faced, and until it is, no satis-
factory solution can be achieved
of the waste and misuse of farm
products that arises whether they
are dumped abroad, diverted to
inferior uses at home, or accu-
mulated as stocks in quite un-
manageable amounts, and of the
inefficient use of agricultural re-
sources that arises when recourse
is had to acreage allotments and
marketing quotas and to other
measures intended to control ag-
ricultural production. The ques-
tion which has been put to the
torefront  in agricultural price
policy has focused primarily on
farm income; namely, how large
a share of the national income
should be distributed to farm
families? The unwillingness of
farm groups to consider the short-
comings of the 1910-14 parity in
pricing farm products and the re-
cent efforts to increase price sup-
ports in terms of parity and to put
off going over to flexible price
supports, are all indications of the
growing income bias underlying
agricultural price policy. The
statement of the Secretary on
April 7, justifying the proposed
income standards is unmistakably
clear-on this point.

The fruit of economic analysis
is not being garnered. = Instead,
some of those who speak for ag-

riculture ‘are  reaching for the
forbidden apple, and for the ad-
verse consequences that go with
that act.4

The contributions of economic
analysis to the resource allocation
and’ to the income -distribution
problems have been ' presented
with a ‘good deal of care both by
myself and others, as they apply

3 In exhibit A, “Provisional Definition
of Income Standard” included in the
statement by the Secretary of Agricul-
ture of April 7, 1949, is an index of
prices paid by farmers, constructed sc
that it averages 100 for the years 1939-
48. The old parity ratio for these ytars
averaged 106.4. See The Economic Re-
port of the President, January, 1949,
Table c-22, p. 121

4 Two very misleading rationalizations
are being advanced for the view that the
size of the farm income that is desired
should come first, and that all ‘other
considerations should be put in a sec-
ondary position.. One -of these is the
assertion that under no conditions will
lower farm prices reduce agricultural
production because when farm prices de-
cline, agricultural production is inde-
pendent of farm prices. Under specia’
conditions, for example, when many re-
sources are unemployed in the non-
agricultural sectors of the economy.
lower farm prices will not inducex 2
‘ransfer of labor or  of capital out of
farming. But this conclusion simply s
not valid when the industrial-urban sec-
ters: are operating at a high level of
employment and production. Moreover,
aven when unemployed  resources arc
large a shift in relative prices within
agriculture will' induce farmers to shift
the use to which they put the resources
under their control even though neo
overall contradiction may occur. = The
second assertion is that acreage allot-
ments and marketing quotas will check
and control agricultural production
whereas farm prices will not do so. This
belief is closely akin to' the first, al-
though its source makes the assertion
much more suspect, for it is usually
those individuals who have a vested in-
terest in the old agricultural contro!
wachinery who go all out for this view.
Two remarks are in order. In the first
nlace, the experiences of the late thirties
indicate that the control programs, ex-
cept under the drastic restrictions im-
posed upon cotton, did not reduce the
output., In the second place, and much
more important, under conditions of full
employment both theory and practice
provide no support for the view that
relative prices will not bring production
in line with demand.

to agriculture, and therefore need
not be repeated here.5 Insum and
substance, the analysis tells us
that the price-making mechanism
isnot an appropriate apparatus for
lessening the inequality in' the
personal distribution of income.
If it were; why would we encum-
ber ourselves with-a complicated
system of progressive income and
inheritance taxes instead of sim-
ply .increasing the price of  the
resources which the - particular
families who should receive more
income have to sell? To attempt
to use price supports for this pur-
pose . will have two highly unde-
sirable consequences: (1) It will
seriously impair the capacity of
prices in allocating -agricultural
resources, and  (2) It will affect
adversely -the -distribution of in-
come within agriculture in spite
of the restriction
limit the size of the benefits go-
ing to large farm operators. -

III. By What Procedure Should
Farm Products Be Priced?

Pricing is simply a way of or-
ganizing. and managing economic
activity. Different pricing pro-
cedures will do this job with dif-
ferent degrees of efficiency. What
we want in this case is a more
efficient. way of pricing farm
products. How may - this be
achieved? ;

One procedure would be to
place more of the task of price-
making than is now the case
upon privately organized insti-
tutions subject only to govern-
mental rules and regulations.
The arguments in favor of
doing this are quite powerful. It
would eliminate the obvious- in-
efficiencies which have become
embedded in the existing price
support ‘and control  programs,
These - uncoordinated aspects of
farm prices would quickly dis-
appear as they did for. the most
vart during the years since 1941
when neither price floors nor ceil-
ings  were effective. It would
bring about a complete separa-
tion of the “resource allocation
problem” from the “income dis-
tribution problem” which has got-
ten into pricing via government.
Unless this separation is achieved,
the efficiency of whatever pricing
procedure is employed will - be
seriously impaired.’ The unstable.
conditions that characterized the
period. from 1914 to date have
placed an undue strain: on price-
making institutions. The fault for
the wide swings in prices that oc-
curred did not necessarily lie at
the door of these institutions, for
they merely reflected the general
instability. that so profoundly af-
fected  our- entire economy. The
fact remains, however, that one
of the unfortunate legacies of the
great depression is a widespread
loss of faith in the efficacy of free
markets.

The shortcomings of privately
organized markets in this field
must also be considered to the
extent that their efficiency and
acceptability as price-making in-
stitutions is affected. They have
not provided = farmers - with a
meaningful futures price—mean-

-ingful either as a guide in making

production. plans for the next pro-
duction period, which is common-
ly. from one to three years on
ahead, or as a_hedge for safe-
guarding their forward commit-
ments. Future price transactions
which have been developed by
the organized commodity ex-
changes serve other purposes. The
private marketing system, as we
have known it, has not performed
the storage function at all satis-
factorily. - .Here, again, it is not
the short-run . distribution. of
stocks which has been:seriously at

fault, but the  distribution of

5 In my Redirecting Farm Policy, New
York: MacMillan, 1943; Agriculture in
cn Unstable Economy; New York: c-
Graw-Hill, 1945, especially Part IV; and
D. Gale Johnson, Forward Prices for
Agriculture, hicago: University ~ of
Chicago Press, 1947, Chapters 2 and 3.
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imposed - to.

stocks to bridge large and short

-crops, the most important being

the accumulation and discumula-
tion .of feed to counteract ‘the
wide fluctuations in feed produc-
tion caused by our continental
climate which continues to ‘affect
our livestock economy adversely.

A more serious limitation than
either of the two' already noted,
although not unrelated. to- them,
has been the year-to-year (leav-
ing aside the seasonal fluctua-
tions) ' variations in farm prices
and - the - uncertainty that these
variations have imposed on farm-
ers. In a recent paperé-I pointed
out that, over the years, the prices
of the more perishable farm prod-
ucts have fluctuated - less than
have the prices of the more stor-
able products, and that' the mis-
allocations in resources = which
have become embedded in Ameri-
can agriculture, that is, the in-
efficiency ‘with which capital and
labor-are employed, including the
matter of scale, appear to be close-
ly related to these variations in
tarm prices. If this preliminary
analysis is sustained, it would in-
dicate that preduct storability
has not acted to stabilize prices
from one year to another as it
should, but on the contrary, has
been 'a factor contributing to
price instability in the market set-
ting which has existed. It may
well be true, however, that this
perverse effect of storage has been

-brought about by the overall un-

stable conditions, and that. the
corrective lies in monetary, fiscal,
and other general policies.

Let me conclude my observa-
tions on privately organized mar-
kets with this remark: Much more
attention should be given than is
now the case to ways of removing
these limitations with a view to
strengthening and enlarging the
role of such price-making insti-
tutions. In any event, it is still
clear that despite all of the farmn
programs which have emerged,
these markets still perform a ma-
jor function in pricing farm prod-
ucts.

Another procedure in - pricing
farm products would consist of
governmental action intended to
supplement the existing privately
organized markets in two direc-
tions, one of these being in the
field of storage and the other in
safeguarding farm income in the
event of a depression. On first
thought, it might appear that this
is essentially what the existing
price support programs are trying
to accomplish. I am sure, however,
that the accumulation of cotton,
wheat, corn, and other farm
products prior to the war, and that
taking place very rapidly at pres-
ent, was not and is not the result
of a carefully developed storage
policy, but rather the consequence
of holding the farm price of these
products at 90% of parity, regard-
less of storage requirements. Our
storage operations . are, therefore,
merely a by-product—a  hit-and-
miss affair without design Jor
principle. This is not the. place
or occasion, however, to present
the essential features of a defens-
ible storage program; suffice it
to say that we are badly in need
of a storage program which will
not only give us adequate stocks
of the right products held in the
right places for national security,

but which will also come to grips:

with the problem of widely fluc-
tuating feed supply. )

- ‘What about safeguarding farm
income in the event of a depres-
sion? "I will not repeat the argu-
ments for governmental action of
this type; instead let me touch
briefly on criteria and procedure,
Is parity based on 1910-14 or on the
Secretary’s new income - standard
a meaningful criterion ‘for deter-
mining when a depression is un-
derway in the United States? The
answer, I am sure, must be in the
negative. Although the new in-
come standard specified $26,234

6 “Spot and Future Prices as Produc- |

tion Guides,” Proceedings of the Amer-
ican Economic Association, 1949, A
paper read.at the Cleveland meetings in
December, 1948.

million for agriculture in 1950; rio

‘one would contend. that .in the

event the farm income were to be
exactly $26 billion or substantially
less than that, therefore unemploy- -
ment would be widespread; the
aggregate income and demand. of
the U. S. economy would be down
and depressed. On the contrary,
the farm income in 1950 could fall
several billion dollars and the
economy as a whole might be ex-
periencing another inflationary
period. The same remarks may
be applied to the old parity or to.
farm prices held at no higher than
90% of parity. y
At this point I can only repeat
what I have- said elsewhere on
this matter. To safeguard farm

income in the event of a depres- -

sion, it is necessary to ascertain
with reasonable accuracy when a
depression is at hand and when it
isover. What is needed is a meas—
ure of events affecting economic
expectations in the urban indus-
trial community, Whatever indi-
cators.are used for this purpose,
they should not include agricul-
tural production, prices, or income.
The principle of drawing a sharp
line of demarcation between agri-
cultural and. other industries for
this purpose is exceedingly im-~
portant.?

Once a depression exists, and
leaving it to the political process
to determine to what extent the
income of farmers - should be
maintained, how is this objective
to be achieved? Obviously some
way must be found of supple-
menting the income of farmers
under these conditions. Here we
have the case for what I have
been prone to call “Compensatory
Payments,” In summary, these.
payments should accomplish the
following:

(1) Reduce' the instability of
farm income. caused by business
fluctuations. s T

(2) Do this in a manner and at
a time that will make the pay-
ments counter-cylical in their ef-
fect, and
" (3) Make the payments to
farmers in a way that will net
disturb agricultural production or
the trade in farm products.8

This proposal does not envis-
age the interference of the gov-
ernment in pricing farm products.
It would leave market prices free
to clear the supply and demand,
regardless of how deep or wide~"
spread the depression. Moreover,
as an administrative technique, it
is fully as applicable to storable
as to perishable farm products,
and .in principle, no distinction
should be drawn between them.

An important -alternative pro-
cedure in pricing farm products
would be to undertake a system
of forward prices. to complement -
the existing price-making institu- -
tions. This step would strengthen
such institutions in precisely the .
area in which they are weakest,
since they do not provide farmers .
with a set of relative prices, that
are efficient as production guides,. .
but instead impose, as I have in-.
dicated, much unnecessary uncer- .
tainty upon farmers.

I may be permitted to draw .
upon my colleague. Professor D. .
Gale Johnson, briefly at this
point, by indicating that the basic .
aspects of forward prices are few
in number and extremely simple: .

(1) The prices should be an- -
nounced sufficiently far in ad-
vance to enable farmers to adjust
their production programs to the .
prices. -

-(2) The prices should cover a '
sufficient amount of time to per- -
mit farmers to . complete their :
production plans. s

(3) The prices or price sched-
ules which are announced should -
be clear and precise so . that
farmers can readily interpret'
their implications for themselves. -

- (4) The prices or price sched-
ules adopted should be those

7 Agriculture in an Unstable Economy,
p. 223.
8 Agriculture in an Unstable Economy,
p. 223 = = K g
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which achieve: the desired output.?
- .These. ‘seed ' have - also - been
among those which have been
sown. ‘They: may have fallen on
infertile soil, with :conditions for
germination “anything  but favor-
able, ‘1t is plain that 'the Secre-
tary of Agriculture has not pro-
posed a system of forward prices.
There is no intention'in any of
the plans under consideration to
adopt' prices which will achieve
the output desired -and to ‘an-
nounce them in advance of the
time ‘farmers-make- their commit-
ments for the next production pe-
riod. Again and again economists
have taken the pains to point out
prices based on parity,

to a recent })-year period, arein-
escapably backward in their ‘ori-
entation. Parity is dependent
upon a formula. - The formula is

dependent upon history, and his--

tory does not choose to repeat
itself, - No formula based ‘on
either the near or distant past can
tell us much  about the present

value of farm products, and even
less about the relative prices that
will be efficient in guiding agri-
cultural production. - There .are,
of ‘course, :'ways of making any
particular parity or income stand-
ard ‘less harmful than it would
otherwise be; one way is to allow
a wide range of administrative
discretion as in the early AAA
legislation, and another way is to
build in various kinds of flexibili-
ties. The merit of Title II of the
Agricultural Act- of 1948 lies in
the fact that it will do the least
harm to agricultural production
and to trade in farm products.

No one should underrate the
power of ideas in reshaping our
economic institutions. But this is
always in the long run. Mean-
while we should do well to keep
our eye on the consequence of the
price support programs on which
we are embarked. They, too, will
have their effect on the shape of
things to come.

9 Forward Prices for Agricu'ture, al-
ready cited. Introduction, p. 11.

Capital, Jobs and Taxes

(Continued from page 17)

chine. I{ might pay for the idle
one; but it coldn’t make it busy.

I am not talking accounting
terms. I am' not suggesting that
we give up bookkeeping. What I
am suggesting is that much mis-
understanding would be avoided
if we could 'spread the habit of
thinking of the capital of com-
panies as we do of bales of cot-
ton, as things and not as dollars.

At this point, you who are fa-
miliar with: capital, may be think-
ing politely that these distinctions
I have drawn between money and
capital are “much ado about noth-
ing,” that they are trite and in-
consequential. I wish that they
were. The amazing fact is that
they are not trite, as they should
be, and the popular identification
of capital and money produces
grave consequences.

In the field of corporate statis-
tics, Company. A adds in at one
million dollars and Company B
adds .in a twice as much. The
busy machine and -the idle one
score ten. thousand apiece. In the
public mind a company whose
capital stands at two million- is
twice the -size of one which is
measured at -half as ‘much. - The
discerning ‘mind will -tabulate the
equipment - and its productivity
and test by end results; but the
discerning mind does not think of
capital and money as the same
thing.

" The gravest. consequences arise
in the field of politics, If con-
stituents and their representatives
misuncerstand the nature of cap-
itail and ideatify it with cash,
they see, with the reality of a
mirage, inrmense reservoirs of
funds upon which popularly hu-
manitarian but ‘impractical pro-
grams may draw. They lose sight
of the limitations .of capital and

. they underestimate the need for

strong inducements to place sav-
ings into the long, complicated and
risky process of conversion into
capital. If money and capital are
the same,: in the voters’ and the
legislators’ minds, then how easy
it is to visualize a steel mill in
place of a Treasury balance.

(Qapital Must Be Grown and

' Processed

- Fortunately we suffer here from
no misunderstanding about. capi-
tal. ‘'We know that, like cotton, it
must be grown and processed _be-
fore it becomes useful. _

As Fresident of the New York
Curb Exchange I am in the busi-
ness of growing capital and it is
part of my job to worry about the
conditions which affect my crops.
It does not take any excessive
fancy ‘to liken the capital busi-
ness to the cotton business. .

- The: broad base ‘on which our
business rests ‘is the thousands of

. planters who grow the.raw ma-
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terial, which is, in our case, mon-
ey. We have gathering and proc-
essing establishments and finally
we have markets for the finished
product. The savers who produce
cash, the investment bankers
banks, insurance companies and
dealers who gather it, the busi-
ness managers who process the
raw cash into operating capital
and finally the stock markets
where capital, in its finished form,
is bought and sold, all these and
many more are necessary to the
process. The raw material that
enters the process is money; but
the output is capital. .

In our business each participant
in the process considers his part
the most important. Talk to the
man who risks his money, He is
sure he plays the biggest part.
Talk to the investment banker—he

helped finance the process—hel

knows his importance, The man-
ager developed ulcers and high
blood pressure in translating
money into plans and trained men
and equipment to execute them.
He hasn’t any doubt that he is the
main spring. Talk to me—the
stock markets where shares in the
finished product are bought and
sold and the various kinds of de-
mand are evaluated and reflected
back to guide the process are with-
out question the most critical posts
in the process.

1 suppose the cotton planter con-
siders himself the essential fellow
in the cotton business and the gin-
ners, carders, spinners, weavers,

.dyers, and distributors are all pre-

pared to assert their indispensa-
bility against his claim.

The fact is that in the capital
business, like the cotton business,
each step is essential and each
part does its job so long as it is
profitable or offers the expecta-
tion of profit. In each; the initial
job is planting seeds or saving
money. If there is not sufficient
inducement to save and put one’s
savings into the process of capital
formation, then the business dries
up at the source.

How Capital Can Be Made Useful

If you can-save money you are
faced with several choices as to
how you may place it in the capi-
tal business. You can put it in a
bank and let the bank loan it or
you can loan it yourself. You can
buy insurance and let the insur-.
ance company loan it for the ben-
efit of your heirs. The ‘exercise
of these choices -makes money
available on a temporary basis to
the process. of creating capital.
The expectancy is that on the due
date you will and can pull it out.
Your other choice is to commit
your money permanently to the
process by. contributing -it to a
company for a share in the busi-
ness or by buying a share from

someone else who has contributed
in the past. In exercising these
choices you directly or indirectly
participate in the-process of: per-
manently increasing the supply of
money available to build into cap-
ital. It doesn’t take a very large
return to induce people to make
their money available on a tempo-
rary basis; but the inducements
mus{ be substantial before people
will make it available perma-
nently.

All this is a normal process, But
what happens to it when someone,
who thinks capital and money are
the same or readily convertible
into each other, starts tinkering
with it? If that someone is gov-

‘ernment and its laws are based on

this misconception, several things
happen. .

The first thing that happens is
that the inducements which make
the process work are whittled
down or eliminated all along the
iline,” Why should there by any in-
ducements to persuade money to
act like capital if there is nothing
more to the process than deciding
whether you want it to lie idle as
cash or be productive as capital?

The second thing that happens
is that, with the inducements
diminished or subjected to ceil-
ings, the process of growing capi-
tal begins to slow up. Government
then attempts to offset this obvi-
ous embarrassment. by raising
taxes (thus reducing the induce-
ments still further). In such short
sighted action government eats
the seeds of future capital. Such
an “Operation Bootstraps” is the
logical consequence of thinking
that cash and capital are inter-
changeable and, incidentally, that
thf: sources of cash are inexhaust-
ible,

Present Reluctance to Invest

Let’s take a look at this process
at work. There is such a mass of
statistics and conflicting economic
deductions available about what is
happening that it seems almost
hopeless to grasp any reliable
irends. However, a few rather re-
markable occurrences stand out.

The first is that, despite high
levels ‘of industrial- production,
people have become increasingly
reluctant to contribute permanent-
1y to industrial capital.

The test of whether people will
voluntarily place their money in
the process is whether or not they
do. ‘'The records against which this
test may be made are not open to
question. They are the record of
sales of new securities through
dealer organizations and the rec-
ord of transactions in issued secu-
rities on the stock exchanges.
These records show an increasing
reluctance to buy new common
and preferred stocks.. They show
a generally diminishing interest
in either acquiring or disposing of
stocks which have been.issued in
the past despite the low prices at
which these shares are offered in
relation to earnings.

During the past four years the
percentage of new capital raised
by selling common and preferred
shares has fallen from about 52%
to about 20% of the total.

During the past four years the
annual volume of stock transac-
tions on all exchanges has fallen
from around 800 to about 550 mil-
lion shares and in the first quar-
ter of this year it was at an even
lower rate. )

The second notable fact is that
during the same four years people
have had available record amounts
of unused cash on deposit in banks
and have been willing to buy in-
creasing amounts of life insurance

and corporate bonds. Significantly,

during these years there has been
heavy investment in tax exempt
muricipal securities,

The Impact of Taxes

‘Certainly there are many rea-
sons to explain why, with money
available and business at record
levels, people have shown a de-
cfeasing willingness to furnish
equity capital. I do not think that
the least of these reasons was tax-
ation.

If someone had designed the tax
structure to stifle the’ process of
converting savings into permanent
capital, he .could not have done a
better job than has been done. The
major source of equity capital has
been, ‘and probably must be, the
savings of people in the so-called
“‘upper income- brackets,” that is
with incomes above $5,000 a year.

The income tax rates have their
heaviest personal impact on this
minority of - the population: and
this minority of the national in-
come. They-have made an invest-
ment in-common stock -unattrac-
tive to the people on whom we all
rely. for such funds. If a venture
is highly successful and the com-
pany pays out 40% in dividends,
as the average company did in
1948, the ‘“take home”. income
after taxes will be too low to war-
rant the risks involved.

Suppose each share in the. ven-
ture cost $100 and the company,
after paying the corporate income
tax, still showed earnings of $14.50
a share and paid out 40%, or $5.80,
in dividends. The man who risked
the $100 seems to receive a yield
of 5.8%  on his investment; but
that is before he pays his taxes.
If his income, before this dividend,
was $10,000 his yield drops to less
than 4%. If his income was $50,000
his yield falls to less than 2%.
Why should he take the risk of
contributing permanently to the
formation of capital when he can
get the same or a better income
from a temporary contribution?

- In 1913, when the income tax
amendment -to the Constitution
was under discussion, one Senator
was silenced by the Chair for
being frivolous in his arguments.
He had criticized the amendment
with the comment that it could be
used to impose a tax as high as
possibly 25% of a man’s income.
Today, some of us are considered
utterly unrealistic when we plead
that for the sake of the system, if
not for the sake of the individual,
everybody should be allowed to
keep at least 50 cents out of every
dollar he earns. ;

Money is not: capital - and it
must take a lot of risks. in the
process of -becoming capital. In
the long run it will only be com-
mitted permanently to those risks
if a real inducement exists. Own-
ers of money are like mules in
this respect and no amount of
beating them on the behind can
ever equal the effect of a carrot
out front, The present tax sys-
tem doesn’t mean to recognize
that a large carrot is necessary.
' The worst part about these twin
problems of capital and taxes is
that they are so clouded by ignor-
ance that many of the legislators
who ‘do understand them  are
afraid for political reasons to even
try to bring them into balance.

The Problem of Jobs

That remark brings me rather
late, but rather neatly I hope, to
my ‘third apple—Jobs.

I dont need to spend any time
proving that - capital and jobs
have the same -relationship as
parents and children, We have
all seen the figures about what a
lot of capital stands behind each
job in every industry. We know
that even an individual who wants
to employ himself must save and
train and plan, that is, create cap-
ital, before he can give himself
the job. We can take it for
granted that “no capital—no job”
is a simple, factual statement.

What is not so generally known
is that the principal beneficiaries
of capital are those who hold the
jobs "it. makes available. . The
American Economic Foundation
has figured out that the total na-
tional income goes 90% to em-
ployees and individuals who are
self-employed; that is, whose jobs
are provided by their own or
someone else’s capital. Only 10%
goes to those who own capital,
which others pay to use, and of
these capital payments 70% goes
to people receiving less- than
$5,000 a year. Another way of

pointing up who benefits from the

system is to cite the fact that over
80% of the entire national income
from all sources goes to people
receiving less than $5,000 a year.

When I add that all these fig-
ures are based on income before
taxes, we get some idea of how
different capitalism is in fact from
the capitalism ‘described by our
communist enemies and by do-
mestic demagogues, o

No politician can materially
help this situation until the job-
holders who are the voting ma-
jority and the chief beneficiaries
of the system realize the stake
they have in the constant building
of new capital,

Conclusion .

It is up to all of us to study and
understand the role which capital
plays in our country, what makes
it grow and what stunts iis
growth. If this study and knowl-
edge ‘bring you to the same con-.
clusions I have reached, then it is
equally your duly to find and con-
vince people who' disagree with
you, not those who already agree.
We must make them realize:

First: That capital is not mere
cash, but a combination of tools
and machinery and factories
which a lot of money must be
risked to buy and which can only
be assembled with the expendi-
ture of immense amounts of time
and training and wise and luck,y
decisions which mere money can’t
buy; N

Second: That the money which
is an essential element in grow-
ing “this - thing called “capital”
must come in large part from:
those whose incomes permit them
to take the risks involved and
they cannot be expected to put it
up unless they can hope for rg_al
“take home” profits if they ride
out the risks and win;

Third: That the overwhelmingly
largest portion of the yve;alth pro=
duced by our capitalistic system
goes to the employees of the sys-
tem and not to the people who.
own the capital; and

“Finally: - That any tax structure
based on the political nonsense
called “Soaking the Rich” takes
away the incentive to risk money
in building capital and its end -
result is to “Sink the Jobholder.”

You have 'n)y'apples, Atlanta.
Capital which creates Jobs, Cap-
ital and Jobs without which there
couldn’t be Taxes. And Taxes
which can and do suffocate boil
Capital and Jobs.

If I have caught you with these,
apples, I reluctantly waive my
claim on condition that you marry
any statesman who will - keep
these three subjects in their
proper balance,

Corlies & Booker to Admit

Joseph P. Shea will acquire the
New York Stock Exchange mem-
bership of Robert Howard Whiton
on May 19 and will become a:
partner in Corlies & Booker, 40
Wall Street, -New York City, .
members of the New York Stock
Exchange.

Now Belanger, Inc.

MONTREAL, QUE.,  CANADA.
—_!'The firm name of Paul Gonthier .
& Compagnie, Ltd., 276 St. James
Street, West, has been changed
to Belanger, Inc. There has been
no change in the officers of the
firm.

With Wm. R. Staats Ce.

(Special te THE‘ FINANCIAL CHRONIFLE) .

SAN FRANCISCO, CALIF. —
Ruth C. Blank has joined* the
staff of William R. Staats Co., 111
Sutter Street.
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Money

(Continued from page 19)
machine or mechanism. A good
illustration is that there never has
been anything inherently defec-
tive about the gold standard
mechanism. The difficulty which
makes so many people believe that
it is defective ‘as' a mechanism is
really that society has wars which
wreck it and many other fine
mechanisms. - In fact most of the
world in the discernible future
will not return to a gold standard.
Yet our gold system in the United
States today is .in- the enviable
position of being envied by every
nation on earth. Moreover though
it was fashionable to belittle the
gold standard in the 1930s, as a
result of the war’s experience, we
have come te a new high appre-
ciation of the service our gold
' rendered us. Never in a $400,000;-
000,000 war was there a questlon
about our ability to finance any
project for winning the war, how-
ever high might be its cost.  To

- be sure, our' productive power ‘was
of first importance: here. Our

. maintained liquidity, however,
was. throughout the war the énvy
of every other nation. This envy
was . frequently given expression
by The London “Economist.” To-
day the dollar is still hard.. In

. war it gave us so little concern
that it released all our energies
for war's destructive work,

Problem of Wise Money
Management
: I am sure, though my topic has
"to do with madness and its cure,
that I make no mistake in inter-
preting your wishes,  and those
who originate this serles that I
am wanted to tell how we can get
sanity or stability and what money
' management: can wisely do to
help us.
~The requirements. for economic
stability are severe indeed. They
are so severe that they cannot be
wholly achieved. Therefore ame-
liorative measures are always go-
ing to be needed. Take for exam-
ple_todays widely discussed farm
po_hcy proposals. We have farm
price and income aids because- it
is our society’s wish not to allow
competitive agriculture to with-~
stand the onslaught of the forces
which its own most nearly perfect
competition creates in.a society
which lacks such perfection . of
competition in many other areas.
Our society now has the means to
give all groups a good minimum
defense against untempered" eco-
nomic blasts. For agriculture the
ways and means to do this .are
* steadily explored. But as we pro-
ceed in other areas and particu-
larly for the central feature of our
modern industrial economy, mon-
. ey is to play an important part.

Before turning to the require-
ments for “a cure for money mad-
ness,”™ a striking term for economic
rather than emotional instabilty,
I want to {fulfill the inherent
‘promise of my earlier statement
that out of the experience of two
wars and one monetary accident
we have learned the art of control
of money to serve us-as far as our
wisdom may direct. In the first
war our government incurred to-
tal budget deficits of $22,000,000.-
000. Those deficits were easily
financed but much less easily fi-
nanced than deficits of ten times
,that total in the second war,

In terms of wholesale prices,
that magical addition to the coun-
try’s total stock of spendable funds
produced an inflation which
heightened the price level from an
index of 100 in 1913 to a level of
195 in 1918. Then starting early
in 1919 our bankers next so rap-
idly expanded private credit that
in the short space of nine months
their autonomous extensions of
private credit enlarged the credit
of the type the banking system
creates by no less than one-quar-
ter. That 25% expansion in private
credit brought g still further in-

flation of the wholesale price level
from 195 to its peak of 245 reached
in May 1920.

That level in the now 150 years
of our researched price history

was our highest until last August.

Then it was surpassed but only
for a few weeks and by the very
small margin of 3%. I draw no
conclusions nor assess any respon-
sibility for the. consequences of
that first war period and its after-
math. I simply record the fact
that we were “going on our way”
in learning the art of mastery over
money. We had used money for
war. Thereby for modern times
we had learned a new technique.
The depression of the early
1930s deepened with a ferocious
intensity to send our index of in-
dustrial production to a level of
54 (based on the middle 1920s as
100). The similar production in-
dex in Germany fell to: 53. Our
two countries had no rivals for
the complete stages of their in-
dustrial paralysis. Should anyone
wonder why mdustrlahsts sup-=
ported the Nazi regime in Ger-
many the index of corporate in-
dustrial profits is evidence. That
index: fell to a figure minus by
more than 150% in 1931 and more
than 100% minus in 1932. As prices.
in the United States had fallen by
40% from the levels of the decade
of the 1920s, we groped for more
radical and drastic means to miti-
gate the harsh effects of a near-
wrecked economic machine.

Money Magic

Money magic was now resorted
to on the prescription of a super-
intellectual  salesman, - Professor
George *E. Warren, agricultural
economist” of - Cornell - University.
His simple thesis was that if we
were insistent upon remaining on
a gold standard we had better fast
learn how.to make gold adaptable
in quantity for our needs. Our
needs were for full economic out-
put of constant prices: Professor
Warren’s reasoning, I heard him
give it in detail before the Senate
Committee on Banking in January,
1934, was to reduce the gold con-
tent of the dollar. It was to be
reduced sufficiently so that we
might have enough more dollars
for reserve needs for a large
enough monetary circulation to
sustain full economic output at a
maintained and desirable output
and at normal and stable price
levels. The result was that we
recounted our stock of gold from
$4,000,000,000 to $7,000,000,000.
We d1d so by the simple device of
making each dollar appropriately
and accordingly smaller, ‘“Appro-
priately smaller” proved to be
40.94% smaller. But here an acci-
dent (or miscalculation as one
may prefer) occurred, What had
not been reckoned upon was the
force of this change. To see that
force the change must be stated in
another way.

A restatement of the change in
the gold weight of the dollar to
59.06% of its former weight, main-
tained then for precisely a cen-
tury, is given by the simple state-
ment that we now valued gold at
$35 an ounce-instead of its cen-
tury old value of $20.67. Thus in
the effort to make a larger reserve
of gold out of our own stock, we
of necessity had increased the
price we would pay for all gold
from other countries by no less
than 69%. We did that at a time
when our own wholesale price
level was reduced by more than
a third of the 1920 level and when
common stocks for example were
selling at prices of less than one-
fifth of their 1929 quotations.
Chrysler common, for example,
since split in two and now selling
at about 55, sold as low as 5%
during this period of madness in
things economic. .

Our madness was evidenced by
our .placing upon the bargain
counters material wares at a dis-

Madness—Is There a Cure?

count of a third, our agricultural
and food products were then being
sold at a discount of about 50%,
and our equity securities at an
enormous decline with many fair
grade bonds, soon re-financed at
about 4% rates of interest, then
being sold to yield 8 to 10%. These
bargains were offered to all com-
ers. The rest of the world had far
more confidence in us than we had
in ourselves. The bargain prices
were accompanied by -our offer
to pay a 170% increased price
without limit for all the gold the
world could garner with' which to
pay for American. bargains.

Madness! No doubt of it.

The final effect was that our
gold stock  was increased 'from
$7,000,000,000 ‘to - $17,000,000,000.
The world at our insistence, in-
creased its rate of ‘gold mining
four times in value and more than
twice in quantity. We had Pro-
fessor Frank Graham’s ‘‘golden
avalanche”—an accident of colos-
sal proportions.

That avalanche created what the
London . “Economist” has since
termed “the impregnable liquidity
of the United States.”

Gold was attracted to the United
States (1) by the high-price of

'$35 an ounce we were now willing

to pay for it and-(2) by the very
low prices at which our commodi~
ties and securities could be bought
with that gold. At the same time
gold was increasingly being re-
pelled from Europe because of the
increasing political and therefore
economic 'security there. Inlate
1939 and in 1949, after the out-
break of war in Europe, almost
$6,000,000,000 more in gold came to
the Uhited States. This, together
with the net import ot another
billion dollars since 1941, - has
given us a total gold stock now
in excess of $24,000,000,000. That
is six times the amount we had at
the time of the devaluation of gold
very early in 1934. The accident
of monetary devaluation, a phe-
nomenon whnich happens less often
than a visit of Hailey’s comet, had
now had its full and immense re-
percussions.

Mechanics 'in €reating Money

Before turning to the require-
ments for economic stability and
what can be done to end money
madness in the future I should
like to give a brief demonstration
of the mechanics involved in the
creation of a large spendable sum
to be placed at the disposal of the
Federal Government, Let us as-
sume that the Federal Govern-
ment, for reasons we: take  for
granted and do not inquire into,
should require an additional $50,-
000,000,000 to be available to it
for the needs of its own house-
keeping wisely or unwisely plan-
ned as the case might prove to be.
There are several ways in which
this money could be obtained. If
it were needed with speed without
awaiting a public campaign to sell
a large share of so large an
amount to the public, it could be
got from the banks. The proce-
dure for getting the money then
would be as follows:

(1) The government could ask
the banks to buy $50,000,000,000
in bonds at interest rates that
would induce a fair  willingness
on the part of the banks to add
this amount of bonds to their port-
folio,

(2) In return for its bonds, the
government would secure a credit
to its deposit account at the com-
mercial banks.

(3) This. deposit so speedily
created could be spent for what-
ever purpose the government had
in mind. 'That spending would en-
large the public’s deposits at the
banks.

(4) The spendable funds of the
country now would be increased
by $50,000,000,000. For this amount
of enlarged deposits, the banks
would be required to have some-
what more than $10,000,000,000 in

additional reserves based: upon
present reserve requirement which
now ‘average slightly: more than
20%.

(5). This additional reserve re-
quirement of -the banks could|
easily be provided by the Federal
Reserve System purchasing $10,-
000,000,000 of government securi-
ties.

(6) Upon this purchase of gov-
ernment bonds in the public mar-
kets - or' from the banks (which
would make the commercial banks’
reserve requirements and bond
purchase requirements. only $40,-
000,000.000, the commercial banks
would be supplied with Federal
Reserve credit adequate to sustain
the increased volume of- deposits

which originated to their purchase

of 1 $50,000,000,000- of government
bonds.

(7) Because the Federal Reserve
System has a reserve ratio twice
its ‘required’ legal minimum,  no
action would have'to be taken to
enlarge its reserves. - Those re-

'serves today are at an-amount

which is equal to. about 50%: of
liabilities against; which such re-
serves ‘must- be held. The legal
minimum: of that reserve require-
ment early in 1945 was. reduced
frorn 40% to 25%

Thus we observe that we have
full control over money in any.
amount contemplated as needed
by sovereign government.  Money
can be made to. serve whatever
needs society would like to have
it serve in whatever amount so-
ciety needs.

To arrange to secure that
amount of moncy-without thought-
ful planning and without a careful
“sale’” of the purposes for which
the money is to be used would ia-
deed be money madness. -

Doing the operation‘ clumsily
would *simply be a refined form
of green-backism-and would lead
to an equally dangerous substitute
for sheer printing press money, a
crude form of money inflation. In
fact, it was this kind of inflation
which led Harry J. Scherman,
head - of the Book-of-the-Month
Club to write one of the  most
widely circulated tracts against
inflation of the war years. That
tract ‘was entitled “Dangerous
Dollars.” -

Thus, we observe that money
has come under our full control
by virtue of "a more complete
knowledge of the processes and
legal. arrangements by which. it
comes ‘into. existence.

Now we can say then that our
wartime and depression period ex-
perience with money yielded the

lessons - which have made money|
an agent in man’s service. Money | «

is not again to be an unassailable
ritual = imposed by unyielding
forces. in past custom and hol-
lowed by tradition. But money
madness can continue if money is
not wisely used.

What Is Wise Use of Money?

That leads to the bunt question:
What is wise use of money?

There can only be one wise use
of money that society will sanc-
tion in.the long run. This is not

at all to say that society will have'

good luck' in its experlmentatlon
to secure economic stability. It
is to say that to secure economic
stability it will try over and over
again, In doing so it will use
whatever money is needed for its
experiments towards stability, It
will use ‘money freely.

What are the needs of economic
stability?

The requlrements for economic
stability in our society, I have
said before, are severe. They are
severe because all at once we must
obtain (1) a volume of purchase
by consumers, (2) an export over-
seas, (3) a total of purchases by
business for plant expansion and
improvement (which we call “pri-
vate investment”), each three of
which will precisely and simul-
taneously equal the funds of each
of these groups to purchase those
goods and all at the same time in

magnitude to employ all members

of somety who wish employment;
That is a- triple set of: require-
ments, triply- conditioned; because
each, by pairs, must be in balance.,
To put the matter another way,.
the ability measured by. their in-
‘comes and the willingness of con-,
sumers to spend rather than save

‘must precisely equal the flow of:

consumers goods trom the produc-
tive plants of the country. At the
same time, the willingness of con-
sumers not to spend,; which is ‘“toi
save,” must be precisely offset by:
elther investments or cash as.the
lodgement of such savings. If off~
set. by investment, then business:
must invest precisely enough . to:
absorb those savings. ‘If offset by .

‘cash then the monetary systemy

must create that cash to avoid a
subtraction from the current °up~v
ply of money.

Next, our international accounts
must be in' equilibrium," which'
means. that our receipts from ‘ex~
ports of goods and services must:
be matched by our ouflays upen'
imports of goeds and services, not’
sustained temporarily by gxfts and
grants, which it is net a ‘part: of

-our permanent policy’ to: contimue.’

Thirdly again, the expenditures of
business for "additional plant ex-
pansion must be precisely covered
by’ the reserves and surplus earn-'
ings of ‘business - enterprises ‘ and,’
as mentioned above, by the funds
businesses ' secure ‘from savers.
Finally, the expenditures and* re—
ceipts- of ‘government must be ‘in’
balance.

This amounts really to a ‘rigid:
quadruple pair of -“equations
which must be in equlhbrmm,
each and all of which must be in’
equilibrium at all times. Not only
that, they must all be' in’ equilib="
rium without rising pnces gen~'
erally or without rising prices in -
the fields of consumer ‘goods; ex~:
port and import goods; and busi-

‘mess investment goods. - 4

You will see that maintaining’
economic stability is very far from’
easy. It is of the order of diffi-:
culty, I should estimate, of putting
atomic energy to useful purposes..
Lacking it, we shall resort to ex-
periments, as wisely as we: can®
make them, to achieve stability.-
Else we shall resort to: what I am:
sure will once again very rlghtly
be called money madness.

What are the experiments which
we are most likely to undertake to -
secure the desirable goal of eco-’
nomic stability and to avoid the’
undesirable condition of its oppe~'
site economic mbtablhty or money
madness?

Investment and Spending
I think the answer to this ques-
tion is- going to depend -upon: our
analysis of tne causes that initiate*
an unstable period in the econ~:

‘omy. Those causes are nrost likely.

to be a failure of investment, or-
a. reduced willingness of con--
sumers to spend. After all,- the-
consumer, however, is a rather
steadily plodding person; who, ex~:
cept for periods when he is con--:
vinced that prices are going to rise
or fall rapidly, can be depended :
upon to spend with :a laudable-
consistency. It is in the area-of :
business investment that -our:
greatest damage to economic sta-,
bility has always come in the past.
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