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Tiuman Outlines
uPoint IV" Program
In message to Congress, he asks.
$45 million to launch develop-

'

ment of areas in Africa, the Far
and Near East, and Latin Amer-

i ica. U. S. contribution would be
in cooperation with $36 million
Program of United Nations. Ad-;

•• vocates private capital guarantee. <

j President Harry S. Truman sent
a message to Congress on June 24,
outlining a program to develop
backward areas and asked for an

initial appro¬

priate n of
$45 million
to set the

plan in mo4
t i o n. The
President

pointed out in'
h i s message

- that a similar

^program is
under way by
the United
Nations con-

, temolating an

outlay of $36
million, and
two programs

j / should be co¬
ordinated.,

, He strongly ; urged
Congress to authorize the Export-
Import Bank to guarantee private
investment participating in the
program against risks of expropri¬
ation, unfair treatment, war and
rebellion as well . as .against in-
ahilty to convert into dollars both
earnings and capital. ' • j
1 The text of the President's mes~

sage follows:
To the Congress of the United
States: ; / . ; '

* In order to enable the United

States, in ^cooperation with
(Continued on page 26)
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The Crucial Problems Confronting
Today's Investor

. ■ * By HAROLD E. AUL*

> Vice-President, Calvin Bullock

As positive economic factors, analyst cites: apparent relaxing of
"Fair Deal" policies; cushion to be provided by government stimu¬
lants; absence of surprise over bearish developments; and high
level of individual incomes and savings. On negative side he lists:
long-term international political tension; "inevitability" of sterling
devalution; possible vicious deflationary spiral with acceleraton of
production decline. Concludes we have completed half of readjust¬
ment. Regarding investment policy, recommends investor devote at

least 60% to good stocks, balance in U. S. bonds.
The problems which confront^

the investor are always manifold
and perplexing. It suffices simply
to mention some of the current

major problems to emphasize their
magnitude and complexity.
Will there be war with Russia?

How far along the road of state
socialism will our current trends
of political and social thinking
carry us, and what will be the
economic consequences? How long
and how deep will be the current
business slump? • What will be
the degree of its impact on
the financial position and earnings
of typical corporations? How
can the investor best protect him¬
self against these "slings of out¬
rageous fortune"? Should he fore¬
go income * and seek the storm
cellar of cash and high grade
bonds, ignoring the huge measure
of inflation frozen into our econ¬

omy; or should he seek the cur¬
rent alluring yields of common

stocks, ignoring the certainty of a
sharp decline in corporate earn¬

ings over the next 12 months?
What industries provide the most
reasonable prospects of satisfac¬
tory investment experience in this
particular phase of the economic

(Continued on page 33)
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EDITORIAL

Stockholders Must Unionize!
By ELISHA M. FRIEDMAN*

Consulting Economist
Chairman, Econometric Institute

Maintaining stockholders are exploited by labor and discriminated \
against by politicians, Mr. Friedman offers a new method to pro¬
tect them. In order to offset pressure groups threatening free enter¬
prise he proposes organizing stockholders into unions, by com* r

panies, by industries, and into a National Federation. Advocate# ?
« payment of expenses by "check-off" technique. Suggests invest*

ment trusts, dealers and brokers initiate the move.

, Stockholders are neither organized nor vocal. Therefore, they
have been retreating before organized powerful pressure groups.
Thus, social and political forces, which should be in equilibrium, are
in precarious imbalance. Free enterprise: and free government are"

,. ;■———-—, • $>t hereby ,

threat ened.

As We See It
. ; Last January, President Truman,; feeling the need,: so
the story goes, of some dramatic touch with which to give
his new term in office a good start, came forward with the
suggestion of a "bold new program" for extending the ben¬
efits of the New Deal or the Fair Deal to most of the areas

of the world which had not yet directly and in large measure
felt the: beneficent touch of American prodigality. It was
evident at the time that the President himself did not know

precisely what it was that he had in mind. Neither did any
one else, apparently. The months since have'been spent
trying to find a real and concrete meaning for this sugges¬
tion and to formulate some program of action. Meanwhile,
too, it would appear that some further thought has been
given to making full political use of this vague idea.

At length late last week the President sent a mes¬

sage to Congress in which he talked at greater length
about the subject. To the dispassionate observer it does
not appear that he and his advisers have made very
much progress in developing the original idea, or in
making it appear particularly related to life in this very
real world in which we live. Supporters of the scheme,
whatever it ultimately turns out to be, and some of the
current commentators who have tried to explain it and
the reasons for it, have fared about as badly. Apparently

(Continued on page 22) -
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Therefore,
for self-de- -

fense, stock- ,

holders must

also organize
into unions.
Invest ment

trusts, counsel.
and dealers,
brokers and

bankers
should fo r m
an ad hoc
committee to

initiate the
movement to

protect— their -

clients, stockholders,
themselves also.

EHsha M. Friedman

and thus

What Are the Evils?

Our economy faces a crisis.—
The danger is not from abroad, as

(Continued on page 24)

*A paper read by Mr. Friedman,
Consulting Economist with offices
at 20 Broad St., New York City,
berore N. Y. Society of Security
Analysts, New York City, June 21,
1949. :
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The Federal Reserve System Emasculated
By W. RANDOLPH BURGESS*

. Chairman, Exjccutivlp Committee, T2ie National City Bank of New York
Member, Federal Advisory Council, Federal Reserve System

Asserting Federal Reserve System is being diverted from original purposes and principles, prominent
New York banker describes recent trends in Reserve policy and points out as critical questions relat¬
ing to organization and operation of system: (1) growing Treasury control over central banking opera¬
tions; (2) breakdown of regional plan by concentration of power in Board at Washington; and (3) ex¬

pansion and intensification of Reserve Board powers over banking and credit.
This autumn the Federal Reserve System will have been in operation for 35 years.

It has served without question a useful purpose in the economic life of America. Today the
System is in danger. It is being diverted from the purposes and principles of its found-

W. R. Burgess

ing. It is being
changed in
ways that
have short-

term plausi¬
bility but may
spell long-
term failure.
The Federal

Reserve Sys¬
tem was es¬

tablished after
more than a

decade of

public dis¬
cussion of the

principles of
central bank-
in g. On the
whole, its structure, modified
gradually over the years by prac¬
tice and legislation, has proved
sound. But the original act was

passed a generation ago. The
gravest threat is that this genera¬
tion is treating the Federal Re¬
serve System as just one more

government agency and losing
sight of its major purposes, and
neglecting the safeguards which
are necessary to protect it in the
fulfillment of its great objectives.
Part of our present difficulties

are due to the subordination of
the System to the financing and
management of two major wars.
Its proper peacetime position has
not yet been restored.

The Problem—Stability

The Federal Reserve System
was established following the
1907 panic as a means of prevent¬
ing depressions. The reasoning at
that time may appear to us today
oversimplified and naive. It was

supposed that depressions were

largely the result of money
panics, and that a mechanism to
supply money at a time of crisis
would prevent .the panic and,
therefore, the depression. The key
idea of the Reserve System was

providing an elastic currency. ' '
The depressions of 1921 and the

'30s showed that this analysis
was inadequate. These two de¬
pressions were more severe than
those before the establishment of
the System. „ ,

What has happened over these
years has been to redefine the
responsibilities of -the Reserve
System in broader terms, but not
to change the fundamental ob¬
jectives of avoiding depressions.
More than ever, the central prob¬
lem of modern economics has be¬
come the problem of moderating
business fluctuations. Thus, the
major purpose of the Reserve
System has become the major ob¬
jective of peacetime economics.
As the level of economic pros¬

perity ' in a country rises, the
danger of business fluctuations
appears to be , heightened. A
larger proportion of the country's
economic activity is in invest¬
ment in buildings and machines,
houses, automobiles, and other
durable goods, rather than in con¬

sumption goods. This sort of ac¬

tivity is postponable, and people
postpone it from time to time for
one reason or another. One of
the greatest reasons—if not the
principal one—for postponement
is that people as individuals and
as businessmen find suddenly that

.. *Address by Mr. Burgess before
the Economic Seminar of The
Graduate School of Banking,
Rutgers University, New Bruns¬
wick, N. J., June 24, 1949. '

they have overspent and over¬
built, and overstocked with goods.
Hundreds of other causes enter

into the great fluctuations of
business: the weather, wars, polit¬
ical changes which affect con¬

fidence, failures due to misman¬
agement of business or banks,
strikes or other labor difficulties,
bad legislation and unsound fis¬
cal policy, depression in other
countries, etc., etc. An analysis of
almost any depression usually re¬
veals a number of these causes at
work.

Just as there is no single con¬
stant cause of depressions, there
is no single cure, nor can anyone

agency control them. This does
not mean, however, that we must
accept depressions and their mis¬
eries as inevitable "Acts of God"
about which nothing can be.
done. The unemployed will not
so accept them but will press

government to do something about
them; and it is now the fashion
for government to assume large
responsibility for and power over
the people's economic welfare.
At this point, some clear think¬

ing is called for to recognize what
can actually be*done by govern¬
ment and what by individuals and
business. Those who woulcj.argue
that business changes are the
province of business and free in¬
dividual choice find some support
in recent experience. In the post¬
war boom, businessmen have
shown prudence in avoiding over-

expansion or . going heavily in
debt. The anti-inflation program
of the banks helped keep the
boom in bounds. All of this, we

hope, will cushion the recession
and shorten its length. As business
and banking grow in economic
understanding and maturity of
experience, we should ourselves
be able, by keeping our own op¬
erations sane and foresighted, to
help lessen violent adjustments.
But it would be foolish to deny

that the government has a great
influence on business fluctuations.
Often the influence is in reverse:

government expands the boom by
overspending. In latter years, the
government has tried consciously
and vigorously, though often
clumsily, to check booms and de¬
pressions. Since the passage of
the Federal Reserve Act, the
government has moved into many
other fields of human activity;
and many possible ways have been
canvassed in which government
may stabilize business and em¬

ployment.

Direct Controls

In the discussions of today, there
are three general approaches to
this problem of reducing economic
fluctuations by government ac¬

tion. One is through establishing
direct controls. That is the totali¬
tarian way. Somebody at head¬
quarters makes a plan of fixing
prices and wages and rationing
goods, and compels , everybody
else to follow it, whether he likes
it or not. So far, no country has
yet succeeded in controlling busi¬
ness fluctuations in that fashion.
Even with good intentions, how
can the men who make the plan
have the wisdom to know how

much of different kinds of food

people can be made to eat, how
much of different kinds of cloth¬

ing they should wear, what the
weather will be, what other coun¬
tries will do in the way of buying
the products of the country or

offering their own products in
exchange? There is no clear evi¬
dence that the method does in fact
reduce major economic fluctua¬
tions. In the cases of Hitler and
Mussolini, it led to war, the great¬
est unstabilizer of all.
* Another major question is
whether human beings will exert
the energy and the ingenuity
which are necessary to vigorous
economic growth when they are
bound hand and foot by govern¬
ment controls, as compared with
developing their own ideas and
interests. This country has lec
the world in economic growth
and raising living standards under
capitalism, which rests on indi¬
vidual freedom and initiative
Evidence of the results of con¬

trols is clear to every visitor in
Europe today. The detailed eco¬
nomic management to which the
people of many European coun¬
tries have been driven, both by
circumstances and by theories,
does not work well. There are

leaks and evasions on the one

hand, and the crippling of enter¬
prise on the other.
Whilq there is today in the

United States an important group
of people who believe in estab¬
lishing totalitarian controls ity
this country, this is not the Amer¬
ican way of doing things. We
know this method is incompatible
with the preservation of our dem¬
ocratic practices of freedom of
the individual.

Compensatory Spending
; The most fashionable recent at¬
tempt in this country to combat
economic instability is through
variations in the amount of gov¬

ernment spending," the "compen¬
satory spending" theory. For ex¬
ample, the author of the Hoover
Task Force Report on the Fed¬
eral Reserve System appeared to
be of that school of thought when
he said: "The impact of the Fed¬
eral budget on the level of pro-"
duction, prices, and employment
is now widely recognized. Fed¬
eral Reserve monetary policy is
now seen as probably subsidiary
in impotrance to the Federal
budget in mitigating general eco¬
nomic instability; certainly it is
of no more than correlative im¬
portance." Fortunately this report
of the Task Force was not adopted
by the Hoover Commission itself.
The Federal budget is, of course,

an important economic influence
but not always a salutary one.

Experience in recent years is dis¬
couraging to the belief that the
budget can be so subjected to
economic control that its fluctua¬
tions will become a stabilizing in¬
fluence in the business cycle. Ac¬
cording to the theory, spending

(Continued on page 30)
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Of Sonic Energy
By HAROLD W. DANSER, JR.* ,

President, Ultrasonic Corporation, Cambridge, Mass.

Mr. Danser traces development of new industrial sound generators
and discusses current and potential markets for their use. Describes
origin, organization and prospects of Ultrasonic Corporation.
I appreciate your invitation to talk with you about the field of

sonic energy, and some of its possibilities.. This is a new field ot
science, and its possible applications are expanding continually.
In .discussing some of the presently foreseeable industrial uses for
souna, 1 would

Harold W. Danser, Jr.

like.; at the
same1 time to

document the
discussion by
e el lin g you
•somfetning
about our

company, Ul¬
trasonic Corp.
here in Cam¬

bridge. Our
company's
vvork is ex¬

clusively in
this area of
d evelop in g

equipm e nt
and; processes ' N
for using sound as an industrial
working ^ tool; furthermore, we
know of no other company that
Is 'as yet operating in our new
field of industrial work. Hence
an analysis and evaluation of the
possibilities for industrial uses of
sonic energy may well at the same
time serve, as a blueprint from
which may be measured the scope
of-the interests and possibilities
of our company. ■ - .

- Early Uses for Sonic Energy
\; Historically, the science of ul¬
trasonics (sound waves higher in
pitch than the human ear can de¬
tect) dates back to World War I,
when sound waves were first used
for underwater signaling and de¬
tection purposes, a forerunner of
World War II's sonar equipment.
The sound generators developed
for this purpose were electronic,
and • utilized quartz crystal or

magneto-striction vibrating mem¬
bers to generate the sound. The
ocean serves;merely to conduct
the sound pressure wave from
generator to target, and then to
conduct the echd back toward the
generator.. Similarly, sound may
be used to traverse metal struc¬
tures such as axles of railroad,

locomotives, * the flaws or cracks
therein being detected from the
echo cast by such defects. Such
electronic sound generators de¬
velop but the few .watts of acous¬
tic power output needed to trans¬
mit the wave, and are of use

solely for communications pur¬
poses or for test tube scale labo¬
ratory experimentation. With such
equipment, no actual physical
work is performed by the sound
upon, for example, the ocean
water .itself, whereas in the in¬
dustrial processes developed by
Ultrasdnic Corp. the sound itself
for the first time does work upon
the gas or liquid through which
it passes.

Development of New Industrial-
Scale Sound Generators

A vastly greater amount of

*An address by Mr. Danser be¬
fore the Boston Investment Club,
Boston, Mass., June 7, 1949.

acoustic power output than that
available from these historic elec¬
tronic sound generators is re¬

quired, however, if sound waves
are: to berused as an industrial

processing - tool; Ultrasonic Corp.
has now developed a series oi
new mechanical sound generators
capable of delivering tens ol
thousands of - watts/ of acoustic
power. With these generators, the
company has taken sound waves
out * of the laboratory and put
them permanently to work in the
industrial plant. These generators
are somewhat like a siren in con¬

struction. Compressed gas (air, or
any other process gas) is passed
through these generators and fc
therein effectively chopped up
into sound waves. Depending upon
the rotation speed of the shaft ir.
the sound generator, and upon
certain design characteristics, fre¬
quencies may be obtained vary¬

ing between about 1,000 cycles per
second up to about 200,000 cycles
per second.' At any given fre¬
quency, depending upon the vol¬
ume of compressed gas passing
through the sound generator, the
total acoustic power output may
be varied from but a few watts

up to several kilowatts.

Use of Sonic Energy* as Industrial
Processing Tool—Bust Collection

V One of the first commercial

processes which Ultrasonic Corp.
undertook to develop for use of
sonic energy was the process of;
using sound to effect the collec¬
tion and recovery of very fine
particles (smoke, fume, dust or
fog) from air or other gases. Ger¬
man investigators some years ago
discovered the principle of using
sound to cause such tiny particles
to vibrate, to collide together,
and to adhere or agglomerate into
large clusters which would then
be so heavy that they could be
readily collected, whereas the ini¬
tial fine particles alone would be
so light that their collection would
be difficult. Having sound gener¬
ators capable of delivering high
acoustic power outputs, Ultra¬
sonic < Corp.has experimentally
undertaken to develop this tech¬
nique further, first on a pilot
plant, and then a full industrial-
scale basis. Its installation of a

carbon black agglomeration and
collection system on a pilot plant
basis for a customer in Texas has
demonstrated satisfactory collec¬
tion efficiency as has a large-
scale sulfuric acid fog collection
installation made in New Jersey.
The company is now engaged in
engineering and development
work looking toward complet¬
ing additional installations of its
equipment in an increasing num¬
ber of process industries. The

(Continued on page 23) ]
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Building a Successful Sales Organization
By DOUGLAS K. PORTEOUS, A Salesmanager*

Urging "selling," not merely "offering" securities by accepted methods of salesmanship currently
employed in fields of insurance, advertising and specialty lines, prominent securities sales manager
favors selling personnel qualified to deal with average American and not merely wiih wealthy class.
Says securities selling efforts have become "muscle bound," and stronger promotional and adrertising
activities are required. Outlines specific problems in building-up sales organization and . gives

: examples of mailing literature. ; - „ - J. '

The good old New Haven railroad brought me to Boston this morning and while glanc¬
ing around my car, I spotted a long time friend. This chap is about 55 years of age, an
underwriter who builds up syndicates through getting many dealers into joint participation.

My travel^ —
companion

- underwrites
-.medium grade
bonds, pre-

"

ferred 'stocks,
'/and common
, stocks, which
must be mar-

: keted or mer-

chandised

througn retail
sales efforts
.to buyers
th r o ughout
the country.

vp. This is the
Douglas K. Portoou.

wgy our
<'<>rsition de¬

veloped: "Doug, where are you
going, what's up?" And I said,
"I am going to Boston. The Bos¬
ton Investment Club and Boston
University have cooperated in
doing a splendid job on Securities
Salesmanship. They've asked me
to participate."
i And my underwriter
said, "Are you going to make a
talk tonight?" and I replied,
*<Yes." ~ -

'Whereupon he said, "Are
you going to shoot from the
'shoulder, like I know you can?"
I replied, "Well, there are a
lot of things you and I can say
around the luncheon table which
one can't say with a stenotyper
copying everything down. This is
especially true considering my
subject, 'Building a Successful
Sales Organization'." ,

■

I made some notes of his fol-

friend

*A lecture by Mr. Porteous,
Vice-President of The Cohu Cor¬
poration. This is the 15th and
final of a series in a course on

Investment Salesmanship, spon¬
sored by Boston University and
the Boston Investment Club, Bos¬
ton, Mass., May 10, 1949.

.owing comments on the margin
jf this morning's newspaper, and
£ shall go over these pencilled
notes with you. .

This is from a chap about 55
years of age, who has been in our
ield all his adult life. He knows
he business and is pretty fearless,
le doesn't meet the public; he
Jways deals with professionals—
/ou can talk to professionals on

i different basis than with a retail
jlient. A man's true age is not his
.hronological age . . . it's in the
character of his thinking, or in
nis spirit.
My young 55-year-old friend

;aid: "I dare you to tell the fel-
ows this: Our industry is made
ip almost entirely of decadent old
nen! Decadent not necessarily in
mronological age but mainly de¬
aden! in thinking and in progres-

iveness; or lack of progressive-
.less.

"Just look at Kidder, Peabody
]c Co. advertising in the 'CIO
journal.' How many firms have
he audacity and boldness to do
hat? Here is 'Baldy' Smith, the
vlanager of Reynolds & Co., bro¬
kers in Lancaster, Pa., a real mer-
,hant—he has a display of Libby's
ruits and vegetables and the prod-
acts of other' manufacturers right
in Duke Street, the most con-

jested street in the City of Lan-
;aster. There's a man with enter-
iries. No beaten paths for 'Baldy.'
"There is another live firm

lown in Philadelphia, Buckley
Brothers. That outfit is 'going to
;own,' but how many are like
•hat? And the reason for Buck-
ey's success is that originally it
vvas an over-the-counter house
without tradition and the men

lidn't care a hoot for prestige.
Consequently; everybody was
trained to sell, and that same at-
'itude prevails in the firm right
now, although they now have rec¬

ognition and a. lot or branches; but
he . major attitude : is still that
way, . i ;

"I know a fellow down in North
Carolina, a young man who doesn't
knew about all this tradition stuff.
He has the best bird-dog in the
business: his wife. He talks over

the business with his wife; he
makes the sales and, believe me,

they are cleaning up. But, Doug,
that guy works, 8, 10, 12 hours a
day. But where do we find that
kind of sales originality and hard
work among the old timers?
Where do we find advertising
originality and sales promotion?
There is hardly any salesmanship
in our selling, Doug. Most men
are 'offering' securities; few are
'selling' by the well publicized
and accepted methods of sales¬
manship currently employed in
the fields of insurance, advertis¬
ing and specialty lines."

Selling in the '20s

When I was a boy in grade
school, I used to see, about 3:30
almost every afternoon, a nice old
gentleman named Hewlett. He
was quite elderly, he wore a tall,
dark hat and a long frock coat,
a nice, sweet, old gentleman. I
asked mfy mother why Mr. Hew¬
lett was dressed that way, and she
said: "That was the style when he
was 'sparking,' calling on the
girls as a young man."
When I entered Tulane Univer¬

sity I found there a Hewlett
Memorial Building, and my mother
reminded me of that story: "Son,
don't you know every man would
like to see a crystallization of the
'body-social' and the 'body-eco¬
nomic' as of his young adult¬
hood?" . v

In the 1920s I came into the
investment business where every¬

body, received a salary. I found a

(Continued on page 20) .

After a Day of uNo ~ No - No
//

Do you ever say to yourself after a day of fruitless calls: What am I doing wrong? Am I using the
right approach? Am 1 selling "benefits" or institutional gibberish?, Where can I turn for help?

Last winter the members of the Boston Investment Club decided to find some of the answers to
\ *

those vital questions. In collaboration with Boston University they set up a course of nineteen lec¬
tures to be delivered by leading sales executives in such diversified industries as insurance, adver¬
tising, manufacturing, banking. The course was called "Successful Investment Salesmanship" and it
was such a huge success that it was decided to publish the entire lecture-series in booklet form. : ...

i - r This 190-page booklet is now offered to you for a nominal price indeed, considering the prac¬

tical sales ideas that load each lecture—ideas that have worked for others and should work for you.

Order your copies today. The coupon is for your convenience. ' -4j ' • .

THE BOSTON INVESTMENT CLUB "j

No. of Price

Copies Per Copy

1—10 $2.00

11—50 1.75

v 51 or more 1.50

Price includes postage

The Boston Investment Club

Box 1604

Boston, Massachusetts

Sirs—

Please enter my order for copies of the
booklet Successful Investment Salesmanship.
Check or money order is enclosed.

Name

Address

: if

Observations
By A. WILFRED MAY

A. Wilfrad Mar

CAN INVESTORS BE UNIONIZED?

- Their Joan-of-Arc Says "No" v.

Public interest in stockholder organization and self-protection
received a fillip last week from the proposals aggressively advanced
by Elisha M. Friedman, a New York economist. - ' j "

- Mr. Friedman's carefully documented paper, read before the
New York Society of Security Analysts (and
reprinted in full on page one of this issue of
the "Chronicle"), is significant for a number of
reasons. In the first place there was a remark-

p^nnsal of interest, both at the meeting and
thereafter, in the face of the blistering heat wave.
In the second place^ there has been the renewed
revelation of the crucial importance of the public
relations factor. In the third place, the ensuing
discussion has emphasized the amount of dissen¬
sion existing among the various proponents of the
commonly sought end of stockholder protection.

The obstacles to public confidence .in pro-
stockholder agitation, irrespective of the worthi¬
ness of the organizations or their leaders, have
always created a main difficulty in the way of
a worthwhile following. Again with Mr. Fried¬
man's proposition for unionizing stockholders on
a craft basis, irrespective of its merits, it is sure
to encounter tough sledding because of charges that financing of
expenses by the respective corporations would amount to pulling the
latter's chestnuts out of the fire. ;•.

It seems the job can only be done the hard way! •" ■

. This alleged defect as well as the unfortunate existence of deep-
seated and acrimonious dissension among the stockholder-protago¬
nists (the "jurisdictional dispute")—following both ideological and
sex differentiation—are highlighted in a communication sent to this
column by Wilma Soss, published below.

Of course, this columnist assumes no responsibility for Mrs. Soss'
views. (A detailed critique of the Federation of Women Shareholders
appeared in this column of April 28.)

* * *

Mrs. Soss' official title is President of the Federation of Women.
Shareholders in American Business, Inc., a non-profit, non-political
association of women organized by women with headquarters at
237 Madison Avenue, New York City. She thinks of herself as "the
founder of the woman's economic suffrage movement which is the
logical development of the woman's political suffrage movement in a

country where women are said to own 70% of the privately held
wealth."

The United Press has dubbed her "the Joan of Arc of Industry"
and the magazine "Newsweek" has called her "the Susan B. Anthony
of women stockholders"; but she sees herself as just another good
American citizen and her movement as "American as apple pie."
She tells us she does not regard herself as a feminist but a "together-
ist" seeking "equal partnership in economic affairs with men for
greater national security." - ."'/

Letter From Mrs. Soss
, .* /

Dear Mr. May:
/ Z I have carefully studied Mr. Elisha Friedman's plan for im-
.proving the sorry lot* of American stockholders through "unioni¬
zation," because of the publicity which it has engendered and
.because of my vital interest in his desirable ends. I am taking
the liberty of submitting my reactions to you because of your
column's devotion of serious attention and space to the crucial
question of shareholder-management relations.

The idea of a stockholders' union is not new. I have studied
the Friedman plan to observe some signs of liberation similar to
'our own "bill of rights" for the stockholder in setting up a pro¬

tective union. It is written so.«persuasively that many stock-
Y ^holders will believe it is the answer to wishful thinking. It re¬
minds me of the "independent" shippers' group set up by railroads
;with a secretary paid by. them.Management is also neatly per¬
suaded of its control in such detail that it looks as if this econ¬
omist's speech has been written from a set of by-laws already
Regally drawn or outlined by corporation counsel. ; .<;*

. Is this a plan to promote a bona fide federation of stockholders
or to create, in effect, an NAM of stockholders which added to the
stresses and strains besetting our economy may hasten the day of
nationalization? ■

Is this a union designed to combat government control and
labor demands or is it also designed to suppress* the growing

; independent stockholders' movement and an economic democracy
which may be the last white hope of the private enterprise sys¬

tem, IF industry doesn't upset the apple cart by setting up a
•'Charlie McCarthy group of stockholders as a lobby?

Are the socialists and communists already hopefully chortling
at this moment at capitalistic vulnerability behind the thin veil
of protecting the small stockholder which can be used further to
break down public confidence in "Big Business" at a time when,
even Emil Schram told me we are nearer nationalization than
most people think? !

What price stockholder independence to persuade manage¬
ment to help set up the mechanics of a stockholders' union and
to fork over sufficient funds to provide for organization and a
paid director? What will be the result from the actions for legis¬
lative or court relief and public cries in the press of the unwilling
minority stockholder, who will then have taxation without rep¬
resentation, and can point out managerial abuses and excesses
which industry, prodded by public stockholders, itself is cor¬
recting?

A Front for Management

What price management for setting up a stockholders' union
to front for it in fighting labor, double taxation, the capital gains

(Continued on page 34)
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The

State of Trade

and Industry

Steel Production

Electric Output
Carloadings
Retail Trade

Commodity Price Index
Food Price Index

Auto Production

Business Failures

J
A slight decline characterized total industrial production for the

country at large last week and it continued to reflect,. as in past
weeks, a moderately lower trend when compared with the high level
which obtained in the corresponding period a year ago.

On the employment front it is noted that total claims foi
unemployment insurance in the week ended June 11 rose about
9% to establish a new postwar peak. These claims continued to be
noticeably above the low level of a year ago. In the same week
initial claims reflected an increase of 20%.

It was found for the first half of May that the index on living
costs compiled by the Bureau of Labor Statistics nosed slightly
downward in the period ended on May 15. In mid-April, the index
had recorded an advance of 0.1% from mid-March and according tc
officials,: there has been no substantial change for the last two
months.
- 7" Fluctuations have been wider among individual cities, than in
the national average. V r ' ; ^

Prices of all major groups except rent were a little lower than
in the month ended April 15, the report said. Fuels declined 1.5%,
house furnishings 1.3% and apparel 0.6%.

"7 Retail food prices decreased 0.2% for the month, while rents
on the other hand, rose 0.1%.

The in^ex of May 15 was 169.2% of the five year, 1935-39 aver¬
age. This is 0.8% under a year ago, but 26.9% above June 1946 and
71.6% higher than the August, 1939 level.

The new index will not affect wages of workers employed by
General Motors Corp., whose pay is geared to quarterly adjust¬
ments in the index. The June 15-July 15 index, to be issued in
August, is the next one applicable to General Motors.
: In the month ended May 15, food prices decreased in 28 cities,
increased in 25 and were unchanged in three.

* - *
, .. * ;

On Thursday of last week John L. Lewis, United Mine Work¬
ers' head, it was reported, endeavoied at a meeting held at White
Sulphur Springs, West Va., to obtain the consent of about 70% of
the soft coal industry to sign a new contract and then proceed to
bring pressure on the remainder of the coal industry to follow suit.

• - In the event Mr. Lewis is successful in achieving his aims, only
the mining subsidiaries of the United States Steel Corp. and mem¬
bers of the Southern Coal Producers Association who have been
"meeting with the United Mine Workers at Bluefield, W. Va., would
be left outside.

The above action by the United Mine Workers head left little
doubt that Mr. Lewis would attempt to gain a contract here and
then proceed to apply it to the entire bituminous industry.

.' .* * *

Business failures declined in May for he first time in six months.
They were down 12% to 776. Although below the March and April
levels, casualties exceeded those in any other month since June 1942,
Dun & Bradstreet, Inc., reports in its index of business failures.

Concerns failing were some 82% more numerous than in May
a year ago and compared with a wartime low of 72 in May 1945 and
a prewar high of 2,738 in May 1932. ' :

V r While casualties occurred at the highest rate of any postwar
May, they were only half as frequent as in the prewar May 1940
when 66 of each 10.000 concerns failed.

The liabilities as well as the number of failures decreased
•slightly in May. At $28,374,000, liabilities were some $3 500,000
below the April level, but they were twice as large as in May 1948.

Casualties of all sizes decreased slightly except those in the
$25,000-$100,000 group.

All industry and trade groups except wholesaling reported
fewer casualties than in April.

Continued promotional campaigns by many merchants were
instrumental in sustained total retail dollar volume at a high level
•in the week. It was very moderately below that of the comparable
week in 1948. Seasonal merchandise continued to attract consider¬
able attention. 1 *

As many buyers evinced an increased interest in Fall merchan¬
dise, aggregate wholesale dollar volume rose slightly last week and
closed moderately below that of the corresponding week last year.
•Reorders of currently seasonal goods remained very numerous.
Many retailers insisted upon prompt delivery.

STEEL OPERATIONS SCHEDULED AT 79.9% OF CAPACITY—
; LOWEST SINCE COAL STRIKE IN WEEK OF APRIL 12,

194*—MARKS 11TH CONSECUTIVE WEEK OF DECLINING
OUTPUT

The steel industry is facing a summer letdown that may be in¬
terpreted as something it isn't. Output will drop off and orders will
lag. Most of this current decline in activity is due to summer sea¬
sonal factors: working off of inventories "just in case; waiting for out-
.come of labor negotiations and wholesale shutdowns for mass vaca¬
tions, states "The Iron Age," national metalworking weekly, in its
current review of the steel trade.

This chain of events may dig deep into the operating rate but
it does not mean that things are going to ruin in steel. As to fresh
order volume, this week it is off. Cancellations are still heavy and
there is no real interest in ordering because of possible steel shut¬
downs or changes in price. Most steel users are not worried about the
possibility of a steel strike. Nor are they worried about higher prices,
this trade authority notes. \ '

Steel consumers are still agitating for lower steel prices. But
there is little chance that they will get them in the near future—
except in the case of freight absorption if that starts soon. If the
Congress approves the freight absorption bill major steel companies
will begin cautiously to absorb freight. This should mean lower prices

(Continued on page 27)

Banker'sRole in Adjusted Economy
By HON. JOHN W. SNYDER*

Secretary of the Treasury

After praising record of banks in meeting postwar adjustments. Secretary Snyder urges carrying out
traditional role of helping to translate business opportunities into realities. Says it is time for change
in business psychology and advocates more selling and advertising activities. Stresses high rate of

national income, and holds "we can move forward to new achie rements."

Banking plays an influential part in helping shape the general financial and economic
viewpoint Because of your role in business, commerce, agriculture and industry,, you
bankers are in a strategic position to render a most desirable service to the public as well
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John W. Snyder

as to your- -
selves .

Bankers with
confidence in

the future of

this Nation
have made a

vital contribu-

tion to the

development
of the re¬

sources and

opportunities
that distin-

guish this
great country."
r our effective

help is needed
r> the inter¬

esting days which lie ahead.
I have been attentive to the

note of confidence in the economic
and financial picture which has
emanated from the various
bankers' conferences this year. I
have found these reports, par¬
ticularly impressive since you
bankers are generally the first of
the business community to detect
and measure all phases of eco¬
nomic adjustments and readjust¬
ments.

There are, unfortunately, some
persons who do not understand
our over-all capacity and eco¬
nomic resources. There are also

people who do not see beyond
temporary obstacles which arise
from' time to time and cannot
therefore envision the main cur¬

rent of our national progress.
Fears have been voiced each

year since the end of the war
about our economic position.
Gloomy economic forecasts were
made at the very time we were

achieving the greatest heights of
prosperity that we have ever
known. We became so accustomed
to making new business records,
month after month following the
war, that our ceasing to establish
further new highs in 1949 caused
long faces among harbingers of
woe. The fact, that business is

continuing to operate at near-rec¬
ord levels, after more than three
years of unprecedented output,
has not been sufficiently empha¬
sized.

In a period such as the present,
it is of the utmost importance not
to allow current readjustments in
business activity to blind us to
the great opportunities which are
developing for our future. The
readjustments going on this year,
we must remember, represent a
desirable shift to more normal

competitive conditions. America
has grown and prospered in an
environment of competitive busi¬
ness enterprise. Competitive prod¬
ucts and competitive pricing have,
throughout our history, been the
mainsprings of economic life in
this country. 7 7
In the half century since you

Colorado -bankers first got to¬
gether to talk over your problems,
there have been vast changes in
the economic life of this country.
We have seen in that interval the

development of our great airplane,
automotive, and electrical indus¬
tries, and we are now witnessing
the beginnings of an atomic energy
program which may bring further
revolutionary changes in the in¬
dustrial life of the country.
''

However great as the develop¬
ments in the past 50 years have
"been, I believe that the oppor¬

*Address by Secretary Snyder
at the Annual Convention of the
Colorado Bankers' Association,
Glenwood Springs, Colo., June 24,
1949. -

tunities which lie before us today
ire equally great. Today, as previ-
jusly, the American banker is
called upon to carry out his tra-
aitional role of helping to trans¬
late these opportunities into real¬
ity and of meeting the new de¬
mands that will grow out of the
adjusted situation in the business
and financial world. Decisions
will have to be based on an in¬
formed judgment as to sound busi¬
ness policies and a course steered
between exaggerated hopes on the
one hand and unwarranted fears
on the other.

In your own field of commercial
banking, caution and good judg¬
ment prevented the over-exten¬
sion of inflationary credit. And,
you have been active in other than
credit areas during the postwar
years. Your investment advice has
oeen sound. You have kept your
own security portfolios in p good
order as your postwar loan vol¬
ume increased.

On many occasions, you have
demonstrated your capacity to
meet changing circumstances.
There was, first, the Government
security pay-off program, when
bank holdings of this one type of
earning asset declined $20 billion
in the short period of a year and
a half. Bankers were will pre¬

pared to meet this, situation be¬
cause they had plenty of snort-
term securities on hand. . . -

There was the period of rapid
postwar loan expansion, when
bank loans to private business
went up $18 billion. Bankers were
in a position to meet these de¬
mands successfully, also.
There were changes in reserve

requirements. When they were
increased last fall, you were able
to take that situation in your

stride; when reserve requirements
were reduced this spring, you ad¬
justed yourselves again,
7* In general, I believe that bank¬
ers deserve much credit for the
sound record written during this
period of adjustment to peacetime
conditions.
As to the future, it is up to the

members of the banking fraternity
to demonstrate that they fully in¬
tend to retain their leadership in
financing the needs of private en¬
terprise by meeting their obliga¬
tions with courage and determina¬
tion. While in many ways the
exerting of effective banking in¬
fluence in the present period is
difficult, I am confident, as I said
before, that the bankers of the
country will marshal their avail¬
able credit resources in such a way

as to provide sound support for
the economy.

There have been difficult prob¬
lems of readjustment likewise in
other areas of the economy—in
industry, in farming, in labor, and
in Government. These, too, have
been met with the vigor and de¬
termination characteristic of this
nation. *

It is important to realize—when
we try to get a perspective on the
present situation—that we have 17
million more people today in the
United States than we had before
the war. This is an increase as

great as if six cities the size of
New York, Chicago, Philadelphia,
Detroit, Los Angeles, and Cleve¬
land—our six largest in 1940—had
been added to the population in
the short space of ten years.

Moreover, there have been vast
shifts* in the population as be¬
tween different areas of the coun¬

try. Our newly expanded com¬

munities need new schools, hos¬
pitals, roads, shopping centers,
and municipal service ■; plants.
More than tnat, many existing
facilities—largely neglected dur¬
ing the war—have yet to be re¬
paired, modernized, or replaced. /
And; finally, our entire popula¬

tion has come to demand a con¬

tinually improving standard of
living.
All of these facts point to a

strong demand for the basic essen¬
tials of living, which will con¬
tribute to active business in the
near future. *

. ^

Change in Business Psychology

Of course, for business to make
the most of its opportunities, busi¬
ness will have to get out and sell.
And that change in business psy¬

chology is fortunately already
taking place.
Until recently, there has been

little need for saiesmanship. Prod¬
ucts, substantially unchanged since
before our entry into the war,
were selling as fast as they could
be turned out. It appeared to be
good business, under such circum¬
stances, not to take the risk of
offering new products. Competi¬
tive selling methods, which have
always been the mark of our free
enterprise system,;,were largely
abandoned. • .j: •.

Now, our distributing and sell¬
ing organizations realize that they
must get out and sell. More im¬
portant, sales organizations are
beginning to insist on new and up-
to-date products.
Business management has been

well .aware of the fact that, at
some time, sellers' markets would
become buyers' markets. In an¬
ticipation of the return of com¬
petition, American' business has
invested the tremendous sum of

$75 billion in new construction
and new equipment during the
years since the war ended. '
As a result, the vast American

industrial plant is the most mod¬
ern and best equipped in the
world. It is at the height of its
efficiency, ready to make full use
of the wealth of new materials
and new methods which wartime
discoveries and developments
have made available to us.

In past decades we had the
steamboat era, the railroad era,
and the automobile era, but the
era opening before us defies such
pat classification. We might call
it the plastics age or the synthetics
age, but neither of these terms
adequately defines the times in
which we are living.

We might call it the Atomic
Age, but, broad as is the scope of
this term, it does not embrace all
the marvelous new things in store
for us.

In times, of challenge the peo¬
ple of this country have always
shown themselves capable of bold,
imaginative actions. We would
not be living up to the tradition
and character of our free enter¬
prise system if we did not use
our ingenuity and skills and raw
materials with diligent energy to
prolong our peacetime prosperity.

. It may appear to you that I
have overlooked one essential in
describing the possibilities of new
products in this country—namely,
the purchasing power necessary
to buy these many new products.
Far from forgetting it, however,
I want to emphasize that the pur-

(Continued on page 31)
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Construction in 1949—Still Favorable
By HERMAN B. BYER*

Asst. Commissioner, Bureau of Labor Statistics, U. S. Department of Labor

After reviewing and analyzing recent trends in different fields of construction, Mr. Byer sees encourag¬
ing factors in both industrial and commercial building. Holds though wage rates are maintained, and
in some cases increased, labor supply is ample and materials prices are declining. Says home builder*s
chief object now is to produce lower cost houses since two important trends are evident: viz: grow¬

ing buyer's resistance and declining real estate prices.
The continuing interest of the American Legion in construction trends as an important

economic indicator, speaks well for our organization's thoughtfulness in meeting the needs
of its membership. Construction is an excellent weather-vane for detecting shifts in busi¬
ness activity,
for it slumps
earlier than

other indus¬
tries during
major down¬
turns. On the
other hand,
if construc¬

tion is active

you can be
Very certain
that the econ-

pmy as a

whole is

healthy.
» We are now •;

in a transi- Herman B. Byer
tional period. • ' '
The unusual postwar boom ap¬
pears to be over. There has been
Considerable speculation about
whether business is merely stab¬
ilizing or is faltering dangerously,
In view of recent employment and
price declines from the record
levels reached last year. What
does construction show?

Construction Volume '

Expenditures for new construc¬
tion soared to $18% billion in
1948, almost $4V2 billion more
than in 1947, the previous peak,
and considerably above outlays in
any other year. So far in 1949
construction activity has actually
surpassed last year's volume by
about 4%, in spite of declines in
private residential and industrial
and commercial building. The fact
is that there has been a noticeable
shift in the pattern of activity
from 1948. Substantial gains are

occurring in long-deferred pri¬
vate and public institutional
building, such as schools, hospi¬
tals, and churches; in such public
work as road building and irriga¬
tion and flood control projects;
and in construction by private
utilities.

About $350 million more was

spent for building exclusive of
business and home construction in
the first four months of 1949, than
in the same period of 1948, and
about $112 million more for pub¬
lic utility work, chiefly light and
power facilities. There was a

$100 million gain divided about
equally between highway work
and reclamation and flood control

projects.
* Largely because of important
jpublic construction under way in
your region, and expansion in fa¬
cilities for private utility com¬

panies, the West North Central
(States showed an 11% increase in
total expenditures for new work

.during the first quarter of this
year compared with last, as

against a national gain of 6% be¬
tween the two quarters. About
$305 million was spent for new

construction in the West North
Central region through March of
this year, compared with around
$275 million last year for the
same months. There was a dra¬
matic increase in public building
activity on the State and local
level, showing that the urgent
need for new schools and other

public institutional buildings was

at last being recognized.

But, in addition, Federal works
have been playing an important
part in the construction activity
of your States. There has, in fact,

♦An address by Mr. Byer be¬
fore the American Legion Area
Conference, Kansas City, Mo.,
May 24, 1949.

been a steady climb since 1943 in
the proportion of Federal con¬
tract money awarded in the West
North Central region, from 4%
in 1943 to 15% in 1948, and 19%
in the first quarter of this year.

Among the most important Fed¬
eral buildings under way in your
o tales are two 500 bed, $10 million
veterans' hospitals, one in umana,
and the other in Little Rock. Fed¬
eral expenditures have been
heaviest, however,.. for highway
work under Federal Aid pro¬

grams, • and for irrigation and
flood control projects under the
Missouri Basin development plan.
The dams and subsidiary works
currently under contract in the
Missouri Valley include the Cedar
Bluff project near Ellis, Kansas,
the vast Garrison and Fort Ran¬
dall Dams in the Dakotas, and the
Jtlarland. County Dam in Ne¬
braska. The Dakota projects, as
you know, involve construction of
entire town sites. They will even¬
tually call for many related pri¬
vate and public projects involved
in maintenance and operation of
the facilities, and in accommo¬
dating the private firms that will
be attracted by plentiful water
and power, and an expanding ag¬
riculture.

k / i

Indications.* are that expendi¬
tures for public construction will
remain at peak peacetime levels
in 1949, reaching $5 billion for
the year compared witn $4.2 bil¬
lion in 1948 and $3.1 billion in
1947. Furthermore, a recent sur¬
vey conducted by the Department
of Commerce would support a

previous Commerce and Bureau
of Labor Statistics forecast that
construction outlays this year by
private utility companies will
probably exceed the all-time high
of $3% billion in 1948. Private
institutional building shows no

signs of slackening.

Building by Business
, But what of the segments of
construction that are off from 1948
levels — building by American
busines and housing? I intend
to discuss housing in detail in a

minute or two. We'll look at in¬
dustrial and commercial building
first.

Money spent for industrial
plant has been declining almost
steadily since the fall of 1946 and
there has been some faltering this
year in commercial building. The
latter reached boom proportions
last year, and the former was an

all-time record during 1947, with
1948 outlays about a fifth lower.
There is ample 4 evidence, how¬
ever, that the recent downturns
will not become precipitous, and,
in fact, that building by business
will be sustained at comparatively
high levels this year.

A recent government inquiry
concerning outlays by non-agri¬
cultural business for new plant
and equipment revealed that bus¬
iness expects to invest only about
5% less in producers' capital in
1949 than in 1948, with most of
this decline occurring in the lat¬
ter half of the year. Results of
the survey were said to be con¬

servative by the Office of Busi¬
ness Economics and the Securi¬

ties and Exchange Commission

making it, because investment

.programs were reported as of

mid-February, right after the
sharp break in commodity prices.

For both industrial and com¬

mercial building tnere are some
other encouraging facts. Among
them are the following:

(1) The backlog of consumer
and of business aemand is still
large.

(2) While consumers'- income
has been lagging this year, it is
still at record; levels compared
with all periods other than the
latter part of 1948. - 1

(3) The rate of private invest¬
ment jn 1948 was not high in rela¬
tion to the gross national prouuet.

(4) The level of retail sales
changed little during February
and March from the point to
which they had dropped in, Janr
uary, illustrating to some extent
the effectiveness of lower prices
as an inducement to buy. > . '

(5) Declining buildingmaterials
prices, far from being a cause fox
alarm, should attract investment,
because it means lower costs,

firm bids, and elimination of con^
tingency fees. • - >

Housing ( "
The homebuilding picture ,? is

somewhat more perplexing., This
year's volume has been . disap¬
pointingly below expectations and
well below last year's perform-;
ance. The Bureau of Labor Sta¬

tistics' estimate of 244,000 new
nonfarm dwelling units put un¬
der construction during the first
four months of 1949 is 35,500 or
13% under the corresponding pe-<

riod of 1948. This situation has
been quite general over all parts
of the country, except that 1
might add parenthetically that
your active Kansas City Real
Estate Board here has estimated
a somewhat higher home comple¬
tions rate in this immediate area

during the first quarter of this
year than for the same period in
1948. , ; ; , : ;;
Added to the drop in home-

building nationally, this year is th(
fact that the proportion of rental
type units provided, now about
18% of the total, is still far from
meeting' the need for this kind of
housing. Furthermore, the kinds
of housing started during the past
several months have been aver¬

aging between $7,375 to $7,775
per unit for the construction cost
alone, exclusive of land and sell¬
ing costs and builder's overhead
and profit. Since costs in general
have been declining lately, this
means that the proportion of ex¬

pensive houses and apartments
being undertaken is still quite
high.
But for housing, too, there are

some important bright spots.
There was a sharp rise in starts
between March and April, from
62,000 to 86,000 units, providing
the hopeful sign of a normal
spring upsurge. FHA field offices
reported in March that they were

swamped with applications for
mortgage insurance. Many offices
said it was the largest volume
ever handled. It is likely that the
FHA requests will show up as

housing starts during the next
few months. If a volume of at
least 86,000 new units per month
can be maintained through the

spring and summer, the total for
the year might not fall far short
of the Bureau's original forecast
of 875,000. This is a very high
volume. It is exceeded only by

the achievement last year and by
the performance during the
height of the historic boom in
1924 and 1925. - 1

; Another hopeful sign is that
applications for Title VI Section
608 loan insurance for apartment
construction have been at recoru
levels this year; It is likely then
that the number of rental type
units will climb during the next
few months and may soon make
noticeable inroads into the back¬

log of need. The cities, of course,
are the places requiring rental
housing the most and where, m

fact, most apartment units are
built. In the cities of the 7 States
in the West North Central region
it is encouraging , that 25% of the
units for which permits were is¬
sued during the first quarter ol
this year were for apartments as
against 18% in the first quarter
of last year and 13% during 1948
as a whole. •.,]
What of the high prices of

available new housing? Two im¬
portant trends are evident that
will exert downward pressure.

First, buyers' resistance has risen
considerably during the past sev¬
eral months. While the market for
low and moderate-priced homes
and apartments is still high, there
has ;,been a slump in the high-
priced field. People are shopping
around more and taking their
tirtie in' deciding on home pur¬
chases/ They want more for their
money., ; This appears to have
strengthened .the resolve of build¬
ers to turn out a better house at
a' lower price. This year's con¬
vention of home builders was di¬
rected seriously. toward meeting
this issue, and more and more ol
the literature published by and
for builders includes examples of
successful ventures into low and

moderate-priced housing.
. The builders are assisted in
their project by trend number 2.
declining prices, perhaps the mdst
hopeful sign of all. Wholesale
prices of building materials have
been dropping almost steadily
from the all-time high reached
last September. What is more,
while no major break is expected
indications are that further sub¬
stantial cuts will probably take
place in all of the major com¬
modity groups/except cement, by
the end of the year. Very im¬
portant for homebuilding has
been the 25-point drop in the
index for lumber since its peak
of last August, from 319.5% of
the 1926 average to 294.7% this
March. - - - / -. *

The spring flurry in negotia¬
tions for new union contracts

among the building ■ trades has
shown that while many locals are

getting wage increases, present
scales have been renewed without

change in a few significant in¬
stances. On the whole the ad¬
justments made this year have
been smaller than those made last

year. Among the important groups
accepting present scales for an¬
other year were all the major
trades in St. Louis. |

, . The rise in building workers'
wages will be offset largely by
the substantial gains that have
been occurring in productivity.
Allied with this in bolstering ef¬
ficiency and economy is better
materials supply than previously.
and the promise of ample ma¬
terials and increasing variety in
the coming year. What is more,
there is no shortage of labor.
Current employment by construc¬
tion contractors stands at nearly
2 million workers, more than last
year at the same time, and the
number of registered apprentices
in the building trades has been
climbing steadily.
You can see, then, why I be¬

lieve, that builders can go a long
way in the coming year toward
providing the amount and kind
of housing we need. You can see
also why I believe that the con¬

struction weather-vane is point¬

ing to favorable economic climate
in 1949.

< *

Arthur Bunker Heads
Climax Molybdenum

*

Arthur H.^ Bunker has been
elected President of Climax Mo¬
lybdenum Co., to succeed Arthur
D. Storke, who has resigned. He
will take of¬

fice on July 1,
1 9 4 9. Mr.

Bunker, a

general part¬
ner of Leh¬
man Brothers,
resigns his
position as of
June 30, 1949.
Mr. Bunker,

who before

the war was

Executive .

V ice-Presi¬
dent of Leh¬
man corpora- - , „■ ,

tion, was the - Arthur H. Bunker .
founder and ):
first President . 'of the U. S. Va¬
nadium Corporation. This organic
zation was founded in 1923 and
became a part of Union Carbide
and Carbon Co. in 1927. He also
was one of those active in found-,,
ing of the Potash Corporation of
America. His business career in-f
eluded , the - Presider»cy of the
Carib Syndicate, Ltd., and the
Colon Oil Corp. He has also been
a director of the Anglo-Huronian,
Ltd. :-/• .•-v-';/.?..

. At the present time Mr. Bunker
is a director of The American
Metal Co., Ltd., the Firth Sterling
Steel & Carbide Corp./'and the
Climax Molybdenum Co.
Mr. Bunker was identified with

the Office of /Production Man¬

agement and the War Production
Board from 1941 until 1945, dur¬
ing which period the United
States was fighting World War II.
On the occasion of the organiza¬
tion of the Metals and Minerals
Office in 1943, Mr. Bunker be¬
came its Vice-Chairman. Later he
became Deputy Executive Vicef
Chairman of the War Production
Board, and finally its Chief of
Staff. ' ' /*. ' "■'/

Ineorporalion Again
Considered by NYSE
Board of Governors said to have

proposal, which was defeated in
November, - 1947,- again under

consideration.
" The proposal to permit member
firms of the New York Stock Ex¬

change to incorporate, and to ad¬
mit to membership incorporated
securities dealers, is reported again
to be under consideration by the
organization's board of governors.
A vote of exchange members on
the proposition was taken in
November, 1947 and was defeated
by a vote of 835 against to 344 in
favor. '

The renewed interest in the

proposal has been stimulated by
the current nation-wide advertis¬

ing campaign of the New York
Stock Exchange. This advertising
stresses the income-producing at¬
tributes of common stocks and

the advantages of doing business
with exchange member firms.

Mason Starring, Jr. to
Be Ailyn Partner
Mason B. Starring, Jr. will be

admitted to partnership in A. C.

Allyn & Co., members of the New
York Stock Exchange, on July 1,
and will make his headquarters

at the firm's New York office, 40
Wall Street. Mr. Starring was

formerly a partner in Graham,
Parsons & Co.
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From Washington
Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

Truly, we are living in times too wondrous to behold. For one

thing, it seems that we have in our midst a group of people known
;es scientists so differently constructed from the rest of us that they
_ must be considered a people apart. Whatever the cost, whatever the
risk, they must never be diverted from their pre- . - ...

occupation with making this a better and more,
complicated worl$ to live in. If one of them
driving a car happens to run over and kill a man,
he shouldn't be questioned by a policeman lest
some great idea he is entertaining may be lost to
"mankind forever. Certainly no scientist should
• be asked about his Communist affiliations or

denied the benefits of subsidies for research be¬
cause of his Communist sympathies because he is
so delicately constructed that the slightest dis¬
traction may make him break all to pieces.

Up until a few years ago he was a pretty
; hardy creature, experienced in the hard knocks
! of life as the rest of us. In fact, until the atomic
bomb and competent propagandists gave them a
preferred class of citizenship, it was not uncom¬
mon at. all to see the starry-eyed fellows with
patches in their pants and badly in need of a hair

] cut. But in the bat of an eyelash they have come to hold our destiny
in the palm of their hands, or so we are told, and it must be a national
endeavor to keep the noise of the children away from them,
t >•-. Many years ago I lived at a small town boarding house.' The hus-

. band of the landlady , was a good-for-nothing who wanted- to spend
%his time sunning on the porch. Throughout the day, we boarders
could hear the shrill voice of the wife calling to ask what he was

■doing. jy ;■ ,*■;
'

"Please don't disturb me just now," he .would reply, "I'm
thinking."," ; YYy I ":<YY Y i". ," ,• ;V Y YY~Y . Y' .YYY

"Well, just think yourself right upstairs to Mr. Smith's room
and fix his bed springs," the wife would order.
| ' I have thought a lot in the past three or four years that this
.fellow was very probably an abstract scientist trying to come upon
an idea that would have revolutionized the world.- I have little
doubt that today he would be taken over by the government and
supported in grand style to just sit around and think. YY'Y

But having come to accept the tensile physiology of the scien¬
tists, to accept, 'in fact as scientists, the juvenile delinquents just
getting out of school, it is unreasonable now that we be asked to
-shed tears over'.the FBI. -v..YY /, j. •'Y '/YYYYtYYYYY
YY There is an organization of courageous young men, wise in the
ways of the world, that has met'pnd bested the country's outstand¬
ing gangsters; an organization that throws fear into the most dan¬
gerous spies,, the nemesis of the evil-doer everywhere. Its praises
"have been sung on screen, in books and song, the Gibraltar against
which crime cannot pass. Y < ; ' ' ' ' : Y"Y

s > But now bursting forth upon us is a torrent of propaganda to
the effect that until it recovers its face it will never be the same

-FBI again." Its far flung net in which it entrapped enemies of the
country from within and without has been torn into gaping holes;
C..< How did this all come about? Well, the Department of Justice
was prosecuting one of its young women on charges she sought to
give confidential data to a Russian agents The data from FBI files
,were found in her possession when she was arrested. Her attorney
Remanded that the FBI reports from which it was taken be intro¬
duced in evidence. ' ■ " ' ; :

iY. We are told there was a great to-do in the FBI and the Justice
Department over whether the case shouldn't be dropped rather than
introduce these files.] The national, security was at stake, it was
contended.

.

• I But the files were introduced and the screams of anguish from
those whose names were mentioned' could be heard all around the
country. Old "Doc" Condon, head of the Bureau of Mines, was the
loudest. The Doc. screamed so loud and so indignantly, demanding
an apology, that instead, of getting one, he was directed to write
one to J. Edgar Hoover.

The Doc has been going around the country making speeches
about what an outrage to decency the House un-American Activities
Committee is. Yet there has been a standing invitation from the
committee for a long time for the Doc to come back and tell about
the injustice that has been done him. There has been quite a fight
within the committee as to whether he shouldn't be forced to come

.back. Anyway, he can reappear if he wants to. , ; : " Y
Y Frankly, my reaction to the reports „ introduced in the court
trial was that the FBI must feel right .silly, having such stuff as that
agent T-5 had reported Joe Doakes moved around his house without
a bathrobe; Informant Q reported something even sillier. But I was
not surprised because I have known for a long time that the FBI
Collected and kept just such information as this.

But the propaganda apologia now being made for the organiza¬
tion, that the lives of its agents and informants have been endan¬
gered, that its sources have been cut off, is sheer bunk. I am con¬
vinced this claim is being made to detract attention from the silly
trivia which the FBI collects and saves. It is contended this has
to be done, as one little piece of gossip picked up here pieced together
with another little piece picked up later, leads to the apprehension
of a criminal.

, .

I am no critic of the organization or its methods. But I am

critical of the conditions into which we have permitted our country
to be drawn that can justify this sort of sweeping espionage. It is
a fact, too, I think, that the peculiar set-up of the FBI is what neces¬
sitates the gathering in of so many dossiers with so much silly
content.

It has from the beginning been a one man show. The some 5,000
agents are young and solely FBI trained. They do not have the free¬
dom of exercising individual judgment on the. worth of the stuff
they hear. Worthy and worthless it must all be sent to FBI head¬

quarters for appraisal. This was Hoover's own idea. He has differ¬
ent ideas on investigation than those of other investigating agencies.
He has been given a free rein to build up the FBI in his own image.
And he seems to have won the esteem of the American people.

Agriculture and the Railroads
By A. L. M. WIGGINS*

Chairman, Board of Directors, Atlantic Coast Line and Louisville and Nashville Railroads

Holding the painful readjustment in the national economy now under way is a cooling off process, Mr.
Wiggins contends railroads did not benefit from inflationary period and are now trying desperately tomaintain their continued existence. Cites importance of efficient rail transportation to agriculture and
points out importance of maintaining net revenues and adding to capital investment. Scores subsidies

to competing forms of transportation.
. This nation is now in the early stages of an economic readjustment that is seeking tofind a balance between production and prices on the one hand and demand and consump¬tion on the other. During the year 1948, the country reached the turning point in the long

upward climb " G> _ ®

A. L. M. Wiggins

of national

income,, the
peacetime dol¬
lar value

. of
die production
of goods and
rising prices.
We had reach¬

ed a point
where it was

generally rec¬

ognized .that
our economy
was inflated.

- During the
long period of
price rises,
every segment
of the economy used every pos¬
sible political and economic- de¬
vice to secure for itself a higher
proportionate advantage over the
rest of the economy. Agriculture,
which had for a long period of
time occupied. an unfavorable
trading position with the rest of
the economy, particularly with in¬
dustrial prices, with its products
selling below so-called parity,
vastly improved its relative posi¬
tion. During that period, we wit¬
nessed leapfrog -developments in
which there were wage increases
in industry that were designed to
overcome the increased cost of

living; price increases of industrial

products to overcome* the wage

increases, and farm price increases
to overcome industrial price in-

-*An address by Mr. Wiggins be¬
fore the Annual Conference of
Extension Workers of South Caro¬

lina, Reck Hill, S. C., June 21,
1949.

creases, -which in turn increased,
the cost of living. This is a sim¬
plification of the contest in our

economy by every segment to
secure a more advantageous rela¬
tive trading position.
There were many other factors

in the situation which added fuel
to the fire of inflation, including
a large increase in money supply
as a result of deficit financing.
The economic cause, however, was
that ' there was greater demand
than supply " of goods and little
opportunity for our economy to
operate in a truly competitive
manner; .

Beginning more than two years

ago, it was recognized that many
of the dollar levels in the econ¬

omy represented an unnatural and
inflated condition that sooner or

later would have to be adjusted
and that the quicker this infla¬
tionary pressure could be cooled
off, the less damage the adjust¬
ment would cause.

- Cooling Off Process Under Way

This cooling-off process actu¬
ally got under way toward the
end of 1948, and since that time
our economy has been and is in
a state of adjustment, largely on
the downward side. The natural
laws of increasing supplies, the
Satisfaction of deferred demands
and the filling of deficient inven¬
tories have resulted in a present
less demand for goods and serv¬

ices, with the natural result of a

cutting down of production, re¬
duced traffic and lower prices.
] During the war period and
since, and to some extent before

the war period, many artificial
devices were set up by govern¬
ment which had as their objec¬
tive aid to various segments of
the economy. Among these were
several devices that were designed
to increase agricultural prices and
stabilize them on a high level ill
order to furnish the incentive td
the farmers to secure the maxi¬
mum production of their products
that were necessary in the prose¬
cution of the war and in serving
the needs of destitute peopld
throughout the world since 'the
war. Government encouraged the
unionization of organized labor
and assisted in bringing about
higher wages, shorter hours and
other benefits to . the working
man. In the financial field, gov¬
ernment set up many programs
of making or guaranteeing loans
in order to insure increased hoiis^
ing and credit for war enterprises.
Throughout all this period the
government also embarked on nu¬

merous programs of social reform
designed to improve the living
standards and the security of the
people at the lower economic
level. ! >

During all this period and

longer, for 20 years, the Federal
Government has paid out more
than it has taken in with a result¬
ant deficit in every fiscal year

except two.' This factor has been
the most potent of any single ong
in inflating the money supply and
in creating the abnormal condlr

(Continued on page 29) . i

• 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. * -

$80,000,000.

Pacific Gas and Electric
First and Refunding Mortgage Bonds

Series S, 3%, due June 1,1983 .

Dated June 1, 1949
"

Y Y. - ' ■ ■ ■ v '

Price 100.639% and accrued interest

any

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.

SALOMON BROS. & HUTZLER CARL M. LOEB, RHOADES & CO.OTIS &, CO.
(INCORPORATED)

SCHOELLKOPF, HUTTON &. POMEROY, INC. A. C. ALLYN AND COMPANY
INCORPORATED

GREGORY & SON
INCORPORATED

HALLGARTEN & CO. L. F. ROTHSCHILD A CO. BURR &, COMPANY, INC.

AMERICAN SECURITIES CORPORATION BLAIR & CO., INC.

HIRSCH & CO. WM. E. POLLOCK & CO., INC. GREEN, ELLIS & ANDERSON

IRA HAUPT &. CO. E. F. HUTTON & COMPANY STERN BROTHERS & CO.
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Financial Agencies in Promoting
Utility Investor Relations

By TOM P. WALKER*
Vice-President, Irving Trust Company, New York City

New York banker, commenting on changed relationship between investor and utility companies, arising
largely from Federal legislation, states it has caused serious disturbances in normal flow of capital.
Urges utilities cultivate active, and intelligent cooperation with financial agencies in their investor rela¬
tions program. Finds investment agencies' aid essential in getting statistics, facts and ideas to right

- people ac right time. Warns life insurance companies may reduce purchases of senior bonds, while tax-
free utility revenue bonds offer serious competition in financing. Holds security analyst has important

place in aiding private investor's comprehension of values.
One of the profound marvels of nature's healing processes is that which builds by-pass

channels around obstructions interfering with the normal flow of life. An important ar¬
tery or nerve, which is denied its full functim by some foreign influence, develops tender
shoots which

i should find no great difficulty
with, programs to make friends

; and influence people in the in-
; vestor group. The surgeon to the
economic anatomy will use the

, tools of the salesman rather than
those usually found in the doctor's
little black bag. It is a hard mar¬
ket he will invade. He will re¬

quire lots of drive and ingenious
merchandising methods. What we
shall talk about today is some of
the tools he may find valuable.

Investors may be grouped into
two broad classes. First, the in¬
stitutions and more or less pro¬
fessionals who buy in large quan¬

go w ly but
surely find
free paths to
build a new

network so

that life may

be sustained.
The Greeks
have given us
a many let¬
tered word

for this phe-
n o m e n o n.

Surgeons have
developed
techniques to
supp lement

curative properties so that normal rp^ and*^ Srond^he
function mav be restored hefore research, and second, the
SLe more serious complication'1^
develops. A deft application of ?°cknsn?nJ* iJS*?™
•calpel ahd suture re-establishes vestmen/matters The more glam-
the connection between supply vestment matters, inemoreglam-
and demand, thus enabling the pa¬
tient to recover more speedily.

orous part of any investor rela¬
tions program revolves around the
uninformed investor. Here con-

Our economic anatomy furnishes ventionai public relations princi-
• striking parallel in the changing^ pjes for dealing with large groups
relationship now going on between appiy directly. We could beguile
the investor and the operating ourselves for the full period with
electric companies. During the a discussion of stockholders' meet-
past two decades, a series of cir-i jngSj publicity, the annual report,
wimstances, largely with Washy information sent with dividend
Man origin, have caused serious: ancj proxy statements, and
disturbances in the normal flow the thousand and one thoughtful
of capital from the producer to considerations which, appealing to
the user. Holding companies, the
source of most of the capital re¬
quired during the 1920s, when the
industry had its first great period

the individual, make a friend of
the mass. The objectives are, of
course, to cause your present se¬
curity holder to retain your stock

of expansion, are largely elimi- or ^nd when he is forced to sell
listed. The channel through which something—to buy your shares
the investor furnished the funds he jjas funds for investment
IMS been broken. Now many op¬

erating companies, scattered
ftwoughout the land, compete with
feeh other and with all other in¬
dustry for the investor's favor.
Perhaps, even more important,

tile investor who once thought
well of your company may no

longer be able or willing to be
your partner. Tax laws and limi¬
tations on security trading have
set up actual ani psychological
barriers which have either taken
many out of the investor class
or driven them to other fields—
notably tax free bonds.
Thus fundamental changes re¬

strict established economic paths
Just as a wound interferes with
blood circulation and nerve im¬

pulses. Until old contacts are re¬

established or other new ones

built, we shall find our financing
problems increasingly difficult.
Management must in a sense

turn surgeon. With a Skillful
hand, it must nurse and accelerate
the slower natural readjustment
processes. For the lack of intelli¬
gent guidance, the large immedi¬
ate requirements of the industry
might dictate the Federal Treas¬
ury as the most comfortable

—and to isupport you and your
proposals. * Rather than explore
this facinating phase of investor
relations, I have chosen to confine
this paper to the more prosaic, but
equally important, field of build¬
ing better relations with investors
through financial agencies.

The Various Investment Agencies

This will not be a discussion of

only one financial community.
While Wall Street encompasses

most of the agencies we shall
mention, in many cases their coun¬
terparts will be found within your
service area.- Cultivation of fi¬
nancial agencies may very well
begin at home, but cannot end
there. The presidents of your
home town banks, your local in¬
vestment banker, broker or secur¬
ity dealer, the insurance compa¬
nies in your areas—all these invite
cultivation. But investors must be

sought throughout the land. It is
necessary, therefore, to carry your
story to the important financial
centers of the nation—including
Wall Street.

Suppose we consider first those
agencies or professionals which
buy securities directly, either for

source of the funds needed. The j their own or their customers' pur-
trcatment indicated is embraced poses or for sale to others. These
in what we s^all call "Investor, would include life, fire and casu-
Relations." Fortunately, it is notlalty insurance companies, invest-
entirely a foreign field. The job ment trusts, investment bankers,
is essentially one of getting along
witb a new group of people. Those
that now guide so successfully
customer and employee relations,

commercial banks and trust com¬

panies. A second group to be con¬
sidered later will include agencies
which act as advisors. These are

the security analysts, rating agen-
*An address by Mr. Walker be- cies, advisory services and invest-

fore the 17th Annual Convention
of the Edison Electric Institute,
Atlantic City, N. J., June 2, 1949.

ment counselors. Both groups are

highly informed on investment
matters. Their fair appraisal of

your situation aepenas on the
facts and information available
to them. ' The real task is to set

up procedures to furnish pertinent
statistics, facts and ideas at the
exact points where they will do
the most good. There are more
than two thousand prosperous

well-managed companies compet¬
ing for the investor's favor. It is
impossible, of course, for the in¬
vestor, no matter how extensive
his facilities, to find sufficient
time to study and analyze all of
these. For that reason, any given
company may easily be ignored
or forgotten if complete informa¬
tion is not freshly and forcefully
presented through a continuing
program.

During the past few years, the
mounting assets of institutions
have caused the investment ol
funds to become a chief concern.
The trend toward saving through
purchase of life insurance, savings
bank deposits and pension funds
has built up tremendous sums
seeking investment opportunities.
The handsome response of the
large life insurance companies to
the stepped-up needs of th^-utili-
ties came about through a natural
process of demand seeking a sup¬

ply. Little planned cultivation
was involved. ~ Of the approxi¬
mately $13 billion of public utility
bonds outstanding at the end of
1948, about $8.6 billion, or two-
thirds, were held by life insurance
companies. Among the various
utilities, electric companies rank
first, with telephone and natural
gas securities only slightly »^ess
in their favor.

Life insurance companies are

strictly limited by law in the
amounts of preferred and common
stocks they may hold. Further¬
more, stocks do not fit well into
life., insurance ' investment pro¬
grams. Values must be adjusted
on company books to their market
prices rather than the more stable
amortized cost permitted for i se¬
curities * with fixed maturities.
Also, common stocks do not pro¬
vide the regular income required
by actuarial contracts. As a re¬

sult, life insurance companies must
be considered primarily as outlets
for bonds and debentures. They
still seem to have an abundance
of such funds for all who will pay
the price in interest rate and
mortgage protection.
While at the moment there is

no problem' placing senior securi¬
ties, too much complacency could
develop a false sense of security.
Insurance company leaders point
out the gradual increase in the
debt ratio of some companies, and
the small increase in net income
as compared to that of many in¬
dustrial companies. Should such
sentiments grow, the bloom could
easily fade from the present good
feeling the utility industry en¬
joys.
Insurance companies are not a

little concerned over the growing
attitude in Washington that they
already own too many utility se¬
curities. You may have noticed
recently that a congressman ap¬
peared at a commission hearing
protesting against a negotiated
sale of utility debentures to a

(Continued on page 28)

NSTA Notes

, .
. ' ...... - j

SECURITY TRADERS ASSOCIATION OF NEW YORK
. The Security Traders Association of New York announces that

the bowling season will open Sept. 8 and run through May 25, 1950.
Alleys have been reserved from 5:30 p.m. to 8 p.m. at the City Hall
Bowling Center. All members interested in bowling may notify one
of the following members of the bowling committee: , »

Herman D. Meyers, Stern & Co., Chairman; "Duke" Hunter,
Hunter & Co.; Bill Kumm, Dunne & Co.; Arthur Burian, Strauss
Bros., Inc.; George Leone, Frank C. Masterson & Co.; Hank Serlen,
Josephthal & Co.; Rick Goodman, Cohu & Co., and Tom Greenberg,
C. E. Unterberg & Co. ■

Dealer-Broker Investment
Recommendations and Literature

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

Canada — Monthly commercial
letter — The Canadian Bank of
commerce, Toronto, Ont., Canada,

Financial Analysis of Thirty Oil
Companies for 1948—Joseph E.
Pogue and Frederick G. Coqueron
—The Chase National Bank, Pine
Street corner of - Nassua, New
York 15, N. Y.

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

Pharmaceutical Industry—Anal¬
ysis of investment opportunities—
Goodbody & Co., 115 Broadway,
New York 6, N. Y. 1

Potash—Circular on. the indus¬

try in the U. S.-^Lee Higginson
Corp., 40 Wall Street, New York
5, N. Y. "• J ;'V. ■

; ;/-V * . * >■ * ;V «' - ■

Arkansas Natural Gas Corp. —
Memorandum — Coffin, Betz &
Co., 123 South Broad Street, Phil¬
adelphia 9, Pa. - - > • yy

; Broadway & 41st St. Corp. —
Circular—Amott, Baker & Co., 150
Broadway, New York 7, N. Y.—
Also available are circulars on

Hotels Statler and Knott Corp.

Budd Company—Some unusual
and hitherto unpublished infor¬
mation in the current issue of "In¬
vestor's Reader"—Merrill Lynch,
Pierce, Fenner & Beane, 70 Pine
Street, New York 5, N. Y.

Central Illinois Public Service

Circular—Geyer & Co., Inc., 63
Wall Street, New York 5, N. Y.

Central Soya Company—Analy¬
sis—William A. Fuller & Co., 209
South La „ Salle Street, Chicago

4, I1L

Colombia-Bolivia—New study—

Zippin & Company, 208 South La
Salle Street, Chicago 4, 111.

Food Fair Stores, Inc.—Analysis

—Eastman, Dillon & Co., 15 Broad
Street, New York 5, N. Y.

Hoffman Radio Corp.—Circular

—Cohu & Co., 1 Wall Street, New
York 5, N. Y.

Mountain Fuel Supply— New

analysis—Edward L. Burton &
Company, 160 South Main Street,
Salt Lake City 1, Utah

National Dairy Products Corp.
—Circular—Auchincloss, Parker
& Redpath, 52 Wall Street, New
York 5, N. Y.
Also available is a circular on

Southern Natural Gas. > y

New England Public Service
Co.—Analysis—Ira Haupt & Co.,
Ill Broadway, New York 8, N. Y.

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

Pabst Brewing Co.—Circular—
Loewi & Co., 225 East Mason St.,
Milwaukee 2, Wis. /

Seattle Gas Co.—Circular—Com-
stock & Co., 231 South La Salle
Street, Chicago 4, 111. :

Texas Gas Transmission Co.—*,
Circular—Rauscher, Pierce & Coi,
Mercantile Bank Building, Dallas
1, Tex. yj-: i'"'''y ; y* a r:.r.

COMING
EVENTS

- ■■ In Investment Field

July 1, 1949 (Philadelphia, Pa.) /
Investment Traders Association

of Philadelphia Annual Summer
Outing at the Whitemarsh Valley
Country Club.

July 8, 1949 (Louisville, Ky.)
Bond Club of Louisville Annual

Outing at the Sleepy Hollow Club.
July 27, 1949 (Pittsburgh, Pa.)' '
Bond Club of Pittsburgh Mid-

Summer Picnic at Mill Grove,

North Park. r * \ :

Sept. 9-11, 1949 (Oregon)
Pacific Northwest Group of the

Investment Bankers Association

1949 meeting at' the Gearhart
Hotel, Gearhart, Oregon.
Sept. 9, 1949 (Pittsburgh, Pa.)
Bond Club of Pittsburgh Fall

Outing at Chartiers Country Club.
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 Association

Annual Convention at the Holly¬
wood Beach Hotel

Dec. 9, 1949 (New York City)
New York Security Dealers As¬

sociation 24th Annual Dinner at
the Hotel Pierre Grand Ballroom.

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



Volume 169 Number 4816 THE COMMERCIAL & FINANCIAL CHRONICLE (2813) Sf

of Sterling Devaluation
By SIR ARTHUR GUINNESS, K.C.M.G.* •

Retiring President, The International Chamber of Commerce

; Prominent British industrialist expresses opposition to Sterling devaluation on grounds: (1) it would
lead to devaluation throughout whole Sterling Area; (2) it would increase cost of British imports;

; and (3) it is no longer essential, since Pound is actually undervalued on purchasing power parity. Pro-
f poses Marshall Plan nations agree to immediately limit tariffs and other trade hindrances through gen¬
eral agreement. Sees ultimate aim of free convertibility of currencies throughout world. Extols free

; . enterprise. !
There have been many suggestions that sterling should be'devalued at an early date

and reestablished on a new basis. Personally, I feel that this advice is very unwise, and
I will give you my reasons. "Sterling is not an ordinary currency, but a key currency, cov-

Sir Arthur Guinness

ering the
Whole sterling
area, a vast
trading terri¬
tory. There¬
fore, the ad¬
vocates of de¬
valuation not

only suggest
the devalua¬
tion of the

pound as the
currency of
Great Britain,
but also the

pound as it
relates to the
whole sterling
.area. It is
therefore a much wider operation
than the devaluation of some cur¬

rency which only affects one coun¬
try. At the present moment, we
are clearly in a very uncertain
period. It is apparent that we are

in a phase of transition from the
"seller's" market to the "buyer's"
market. Many raw commodities
are declining in value from the
heights they reached during the
war and the immediate postwar
period. The effects of this are to
make food and raw materials

cheaper for the importing coun¬
tries and for industry. We do not
know how far this decline in price
will go and its consequent effect
on the price of finished articles.
It is very difficult at the moment
to get a clear index of price levels
of finished goods in the different
countries, so that it is not prac¬
tical yet to reach a conclusion as

to the real purchasing power

parity of the pound compared
with other currencies. So far as

Britain herself is concerned, about
40% of her purchases of food and
raw materials are based on dollar
values. She buys direct 25% of
all her imports from the U. S. A.
and Canada, and the other 15%
consists of raw materials which
are based on dollar prices, for in¬
stance, cotton. If we are to devalue
the pound today, we shall def¬
initely increase the cost to Britain
of this 40% of her imports, and it
is by no means clear that we shall
compensate the position by an
increased flow of exports, owing
to the turning of the "seller's"
market.
' You will remember that at the
moment: it has been officially
stated that Great Britain is ap¬

proximately balanced on its over¬
all account in its trade with the
whole world. Of course, like
everyone else, she is faced with a

dollar shortage, but the fact that
we are already in a state of gen¬
eral balance with the world shows
that there is little cause at the
moment for devaluation. In many
countries of the world sterling is
a hard currency. This applies to
15 out of the 18 Marshall aid coun¬

tries in Europe and you will have
noticed that South Africa is now

cutting her imports severely. Fur¬
thermore, on my visit to South
America last March I found a

tendency there for these curren¬

cies, which had been hard against
sterling, to soften considerably.
There are serious people in

Xjondon who feel that the pound

♦Part of an address by Sir
Arthur Guinness at the opening
dinner given by the Canadian
Government to the delegates at¬
tending the 12th Congress of the
International Chamber of Com¬

merce, 'Quebec, Can., June 13,1949.

is actually under-valued on a pur¬

chasing power parity. My own
view is that, on account of the
very uncertain position which ex¬
ists in both the question of the
"seller's" market and the fall of
commodity prices and terms of
trade, the path of wisdom is to
leave well alone. The devaluation
of any currency is a matter of
great importance to every part of
the community, and of course still
more important in the case of the
pound, on account of its interna¬
tional position. It may be in due
course necessary to revalue many

currencies, but it is an operation
where hasty decisions are fraught
with the greatest danger which, if
carried out. should be carried out
once and for all, and we must be
certain of its effects beforehand,
in the inter-war period, consider¬
able economic difficulties were

created by the stabilization of the
French franc at too cheap a price.
We often seek to hasten matters,
but the debris left by the greatest
World War in history takes a long
time to clear. In 1947, in accord¬
ance with the terms of the Ameri¬
can Loan, an effort was made to
make the pound convertible. This
date—only two years after the
finish of the World War—was far
too early for the experiment, and
indeed the experience of 1947 has
postponed the date at which we
could definitely stabilize the pound
and revert to convertible curren¬

cies throughout the world. For
international trade to prosper, we
must in due course return to

stabilized, convertible currencies.
Without convertibility of currency
we cannot expand world trade,
which is so necessary for the
world's prosperity, but it is a mat¬
ter where we must "hasten slow¬

ly" as any false step can only
bring disaster in its train. Re¬
member that when we stabilize
currencies definitely and get back
to the convertibility of currencies,
it is essential that we should do
so at rates which will hold eco¬

nomically. This means that gov¬
ernments must put their houses in
order, balance their budgets and
reduce expenditure to create sta¬
bility and restore confidence with¬
out which stability of currency
cannot be reached. Any exploita¬
tion of devaluation is very dan¬
gerous, as we have seen over the
last 30 years. - '
Sound money is a psychological

question. It is necessary, particu¬
larly if we are . to have conver¬

tibility that the peoples of the
world should have confidence in
the rates which are being estab¬
lished, for it is fundamentally a

question of credit. You will re¬

member that in the International
Chamber's reports on Germany,
we insisted strongly on the value
of sound currency in helping to
restore confidence and trade, and
it is really quite extraordinary
how the currency reform in Gern
many stimulated trade overnight.
Two years ago at the Montreux

Congress, the International Cham¬
ber's Monetary Report stressed
the importance of financial ortho¬
doxy, the curtailment of govern¬
ment expenditure, and the balanc¬
ing of budgets. Press comment at
the time was that Montreux had

produced a good deal of the old
stuff. However, when the coun¬
tries participating in Marshall aid
met at the Conference last De¬

cember, the governments, for the

first time, laid stress on the im¬
portance of the very factors which
the International Chamber had
stressed 18 months previously.

. Marshall Plan Aid

My second point deals with the
problem of Marshall aid. It is now

just two years since Secretary of
State Marshall made his historic

speech at Harvard. It was re¬

ported in the press in Switzerland
on the morning of the last day of
our Montreux Congress. The sug¬

gestions Mr. Marshall made at
Harvard were of the greatest im¬
portance to mankind and showed
great economic statesmanship of a
kind never previously known in
the world. What he in effect said
to the nations of Europe was—if
you will put forward a program
to rehabilitate your economies so
that you may become viable; that
is, good solvent communities pay¬

ing your own way in a competi¬
tive world — we of the United
States will help you by providing
the necessary funds over a five-
year period. It is now two years
since this historic proposal and in
the meanwhile great progress has
been made. First a Conference
was called in Paris of the 18 coun¬

tries interested and a general plan
was worked out. Then individual

countries worked out their sepa¬

rate plans. These then had again
to be coordinated into a cohesive

plan as of course many of these
different national plans were in¬
consistent one with the other and

many different points of view had

to be reconciled. Congress then
voted some $5. billion for the first
year and, despite the prophecies
of the pessimists, an agreement
was made by the European coun¬
tries themselves as to how these
funds should be divided. Over the
last two years great changes have
taken place, largely due to Amer¬
ican aid and also in no small part
to the work of industry, commerce
and labor in the individual coun¬
tries and there has been a large
betterment in European economic
conditions. The Marshall Plan

gave the peoples of Europe hope
for a better economic future and
so they turned their eyes away
from the disastrous doctrines of
Communism to . work out their
salvation along the known proved
lines and a free enterprise econ¬

omy. Just a year ago, a plan was
worked out to aid intra-European
payments so as to expand intra-
European trade between different
countries benefiting from Mar¬
shall aid. This plan has certainly
made a start, but there is still
much to be done. As you know,
the basic idea is that European
countries should be able to stand
on their own feet by the year 1953.
We have, thus, about three and a
half years still to go. Now, while
progress has been made, if we are
to achieve the full benefits of the
Marshall aid, there is little time to
lose in working out a broader con¬
ception than at present envisaged.
It is no doubt true that unless we

can put forward plans for a closer
integration of the European econ¬

omy, there may even be difficul¬
ties in getting U. S. Congress to
vote the necessary money for the
remaining period. I do not know
if the people of Europe really un¬
derstand that to provide this
money requires the raising of U. S.
taxes. The matter was brought
home very forciblydo me the other
_day in London by # remark of an
American lady when I took leave
of her and her husband to go to a

dinner being given that evening
for Mr. Tom Finletter, the Eu¬

ropean Cooperation Administra¬
tion representative in London.
She answered, "Oh, Mr. Guinness,
I hope you are not going to ask for

any more money. You know ouf
taxes are very heavy already."
There are many in the United

States who advocate a political
union in Europe. Personally I be¬
lieve there are very great diffi¬
culties ' behind this conception.
What I do believe is, that while
Marshall-aid is running, it should
be possible to do a great deal to
coordinate the economies of the
different countries in Europe and
so increase production and in*
crease the flow of trade between
European countries and, thus, with
a larger production lower prices
so that by 1953 Europe will be
well on the way to viability,
which means, able to pay her own
way in a very competitive world.
The last time that Europe had

a real free flow of trade between
its various countries was in the
decade from 1860 to 1870. This
was brought about by the trade
treaty between England and
France negotiated by Cobden and
the Emperor Napoleon 3rd. The
original model treaty of 1860 did
much to loosen up the barriers of
trade between France and England
and it was followed up by a series
of multilateral treaties between a

large number of European coun¬
tries and France. The result of
these treaties was an immense in¬
crease of intra-European trade.
The actual turnover in a very few
years was increased several times.

Unfortunately, the Franco-Prus¬
sian War came in 1870 and, as
wars always do, upsei the equilib¬
rium and Europe again lapsed into
a period of higher tariffs and
shrinking of trade.

European Trade Agreements
'

. Proposal
In order really to open up trade,

the proposals I have to make are

the following: That the 18 coun¬
tries participating yr Marshall aid
should at once negotiate trade
agreements on a multilateral basis

limiting their tariffs to a height of
15% between each country. At
the same time, they should bind,
that is, agree not to raise any
tariffs which today are below 15%
in height. At the same time all

(Continued on page 36)
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Prospectus upon request from
your investment dealer, or from

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

INVESTORS MUTUAL
Dividend Notice No. 35

The Board of Directors of Investors

Mutual has declared a quarterly
dividend of fifteen cents per share
payable on July 21,1949, to share¬
holders on record as of June 30,
1949.

E. E. Crabb, President

Principal Underwriter and
Investment Manager

INVESTORS DIVERSIFIED SERVICES

Established 1894 as Investors Syndicate,
Minneapolis, Minnesota

Fundamental

Investors Inc.

frospectusfrom your Investment Deoleror

HUGH W. LONG & CO.
INCOCRORAUO

48 WALL STREET, NEW YORK 5, N,Y.
iO\ ano111s Chicago

eystone

Custodian

Iunas
Certificates of Participation In

investment funds

investing tlieir capital

in / 'r .
.

bonds
. :

(Series B1-B2-B3-B4)

preferred stocks
(Series K1-K2)

common stocks.
(Series S1-S2-S3-S4)

Prospectus from

pour local investment dealer or

Tke "Keystone Company
of3os ton

50 Congress iStreet
Boston 9, Massachusetts

Mutual Funds
By HENRY HUNT

Owning Common Stocks vs. Cash
Some people consider the purchase of common stocks a bit risky.

"The cash i? good enough for our money/' they say. "We want to be
safe. We don't want to assume any risk."

There is no such thing as a riskJess holding. Even when you
keep your money in cash you are speculating, not on the safety of
your dollars, but on the purchasing power of those dollars when
you need them to spend

What Is a Dollar Bill?

A dollar bill is nothing but a piece of engraved paper. Its value
is measured only by what it can buy at any given time. During
the past decade holders of cash have seen their dollars depreciate
some 40% in value due to the shrinkage in their buying power, or,
to put it another way, because of the increase in the cost of living.

On the other hand, during this same decade holders of well
selected common stocks have not only received a return averaging
more than 5% a year, but also the upward trend of their dividend
income has kept pace with the advance in living costs. Moreover,
the market value of sound common stocks nas increased during this
period.

The Cost of Living in 1959?

What about the next decade? If >ou believe that the cost of
living will be considerably lower 10 >ears hence, continue to keep
your money in cash. However, experience over a long period of
years has shown that the trend of living costs in this country
as well as in the rest of the world is upward. Barring depression
periods, such as in 1921, 1932-4, etc., the holder of cash has had
few chances to crow over the owner of sound American common

stocks. .7" '«.■ ^\.y :
Here is the record of the purchasing power of dollars invested

in sound common stocks vs. idle cash since before World War I.

♦Dollars Invested in
Common Stocks

1914 $100
1949 $136

Idle Cash Dollars

$100
$42

♦Dow-Jones Industrial Average—adjusted for cost of living index.

Dr. Lewis Haney, Professor of Economics at New York Univer¬
sity, recently stated in his nationally syndicated column:

"Idle cash is bad. Cash at low interest is almost as bad. If you
get only 2% on your money, you .should figure that you are losing
2 to 3% on it. ■ , VY'/Wv v.

"You should be prepared for a probable reduction in the purchas¬
ing power of dollars in the long run.

"We can't stand much more taxes. Under present conditions,
we can't go back to the gold standard. So further inflation of the
currency lies ahead, and probably a linal devaluation of the dollar.
Therefore, don't hold any more uninvested cash or its equivalent
than you have to."

Stocks Appear Cheap Today

At current prices there is much to recommend the purchase of
time^tested common stocks. Liberal income returns may be obtained
today—returns previously available only in such bargain years as
1932 and 1942. Common stocks are selling at low prices in relation
to current and prospective earnings. Finally, earnings have been
covering dividend payments by an exceptionally wide margin. Thus,

Affiliated
Fund, Inc.
Prospectus upon request

THE LORD-ABBETT

INVESTMENT COMPANIES

Lord, Abbett & Co.
New York — * Chicago , 7- — New Orleans — Los Angeles

A Diversified Investment Company

Prospectus may be obtained from'
your local investment dealer, or

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

even with a moderate decline in earnings, few dividends would be
in jeopardy. v V , . .

Mutual Funds Provide Diversification

Most people don't have sufficient knowledge of security values
to select their own common stocks wisely. Nor do they have suffi¬
cient capital to obtain the broad diversification of risk so essential
to any long term investment program.

Thus the Mutual Fund, providing through a single purchase
broad diversification together with peimanent investment manage¬
ment, would appear to be the logical way for such Americans to
purchase common stocks. In the present market, the Mutual Fund
enables one to obtain a liberal dividend income and also offers
protection against the dangers of possible further inflation over the
years ahead. m; t.

No conservative person would recommend that all of anyone's
dollars be invested in a Mutual Fund. Certainly a cash reserve, should"
be retained for emergencies. But, for long-term investment the in¬
dividual with surplus capital would be well advised to put at least
part of his cash into one or more soundly managed Mutual Funds.—*
By Henry Ward Abbot (Copyright 1949).

Definition of Social Security:
Something the government gives to people too old to work that

enables them to starve to death more slowly. - .

Diversification of Timing
"The declines in the over-all stock market have a bad effect

on' every salesman. But worst of all is the effect upon the salesman
of the negative psychology, the 'bear' stories, of the prospects he
visits with daily. These prospects are depressing if we let them be.
y "Under current conditions some prospects and clients will say,
'Yes, I want to buy a Fund and build up a "Second Income."' Some
other prospects and clients will say, 'I want to Accumulate Dollars,
I want to continually put money into a Retirement Plan and have my
dividends automatically reinvested.' At the same time they're say¬

ing, 'I'll get started on this program when the market is a little
lower. Come around and see me in a few weeks.'

Diversification! Diversification of risk through spreading dollars
over a number of industrial fields which means a large number of
individual corporations. Now, if the prospect wants diversification
of risk in 'items,' what about diversification of TIMING?

"Is the prospect trying to get the 'singleton' low purchase just
before the market turns up? I don't know anyone who has been
able to get those singleton lows; maybe the wise guys, "but they
usually miss out, and after the market advances 20 points it is sour

grapes again so they don't buy then either. - -

"Consequently, how about recommending the prospect employ
Vz of his total Dollars at present, % of his Dollars a few weeks
hence, and of his Dollars a few months hence. If this is done
there will be Diversification of Timing as well as diversification
in item risk."—Written by Doug iPorteous of Cohu & Co.

'

r " A?' "
. ■ •' ' *7 ' -'V '7' ,v-:

Billions for Reinvestment

The following table shows U. S. Government Savings Bonds
which mature within the next 10 years—indicating the amount of
money to flow during this period into the hands of the public-
billions of dollars which will be seeking profitable re-employment
and therefore, says Arthur Wiesenberger, will be available for in¬
vestment in Mutual Funds:

"Issue Amount* 7 Maturity
D $ 344,000,000 1949
D 1,002,000,000 1950
D 437,000,000 1951

"•••' E 1,117,000,000 1951
E 4,030,000,000 1952
E 5.707,000,000 ,1953

/ E 6,474,000,000 1954
E 5,194,000,000 1955 *
E — 2,698 000,000 1956 -

E 2,394,000,000 1957
E 3,412,000,000 1958
E 1,512,000,000 1959

Total $35,024,000,000

♦Outstanding as of May 31, 1949.

The American Way
Doug Laird of National Securities and Research Corp. has an

interesting aoproach to the problem of" investing in his new no-

prospectus folder:
"America is the greatest nation on earth with an almost unbe¬

lievably high standard of living. We got this way for a number of
reasons, not the least of which is that we invested our savings
in our businesses. The American system of free enterprise provides
the incentive to make money by putting both ourselves and our

money to work.
"Neither secure easy jobs nor umisked savings have ever paid

much and they don't todays Industrious, ambitious and capable men
'hire' both men and money to create and develop businesses which,,
if successful, pay large rewards to those who own them. Today,
when savings on deposit are being paid from 1%% to 2%. those in¬
vested in many of our great American businesses are returning 4%.
to 6%, or more, in dividends to their shareholders.

"The problem has always been to 1 educe the risk of investing
savings in business without forfeiting a fair income return or the
opportunity for gradual growth of capital."

What The Putnam Trustees Think

"It is apparent to everyone that the postwar boom is over and
that business and prices are in a period of downward readjustment,

"The fact that the tide has turned is not cause for undue alarm.
In fact we ought to welcome evidence that the inflation, which at
times threatened to engulf us, is subsiding.

"How deep the readjustment may cut, and how long it will run
are questions that no one can answer with assurance. We continue
to lean to the view that a major depression is unlikely and that the
securities markets, which reached their high mark nearly three years
ago, are already much further along in their readjustment than
business. It is for these reasons that we axe following a policy of
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gradually putting a portion of the Fund's blacklog to more pro¬ductive uses through the purchase of selected common stocks and
higher yielding bonds and preferred stocks. i

"Broadly speaking we believe that this a time for your Fund tobe acquiring sound, income producing securities. It is certainly not
a good time to take speculative chances. Neither is it well to lean
too heavily on the past. These are changing times and we1 must
be sure that today's investments will measure up to the future. Sound
values, as represented by good management, a strong competitivetrade position, and sound finances, are the things to emphasize
today. :

"In order to do a proper job as Trustees, there are times when
we must lean consciously against the prevailing sentiment. It is hard
to act cautiously when everyone is optimistic—to act courageouslywhen those all around you are discouraged and pessimistic—but it is
usually profitable. True conservatism does not consist in merely
following the crowd." ' • ' . - 'f '• • A ^ ; • ' : J : '

Public Utility Securities
By OWEN ELY

Two Low-Priced Utilities Yielding 8%
At the present time there are a large number of utility stocks

yielding 7% or over, many of which have been in the hands of the
investing public only during the past year or two. Some of these
represent relatively small companies, and in some cases the capital
structure is on the weak side, barely conforming to minimum SEC
requirements. Nevertheless, some of these issues may be worthy of
careful study since current construction programs might mean
sharply improved earnings over the next year or so, or other special
factors may lend them special promise. Too much reliance should
not be placed on the conventional yardsticks in appraising these
issues, during the present period of rapid change. " ; , .

\V- South Carolina Electric & Gas was distributed to the public by
General Public Utilities. It is currently selling on the Stock Ex¬
change at 7% and pays 600 to yield 8%. In the 12 months ended
March 31 earnings were $1.29 per share compared with $1.04 in the
previous period, a gain of 24%.' The stock is quoted at less than
six times earnings—one of the lowest ratios in the utility list. ^

(' The investing public seems distrustful of the current earnings,
perhaps for two reasons: (1) past profits were erratic because of the
company's policy of contracting to sell firm hydro power, which
proved expensive during. drought periods; and (2) a fairly high
price was paid to acquire control of a neighboring company, South
Carolina Power, purchased from Commonwealth & Southern in
1948. Both points can be answered together. The purchase of South
Carolina Power gave the company substantial stearrf power supple¬
menting its own hydro facilities, and the two naturally supplement
each other. Industrial revenues are relatively low in relation to
residential and commercial sales. - ™ r ' • - -

4 ; ,

V ' A recent offering of 310,000 shares of common stock at $7,625
per share (subscription price) has perhaps affected the recent mar¬
ket somewhat. Allowing for this increase in shares, earnings for the
March period would have approximated $1.02.4 Also, there are out¬
standing some 77,000 shares of. .5 Vz % convertible preferred stock
(par $50), convertible into common at about $7.14 per share. Con¬
version of this stock would increase the outstanding common shares
by over one-third and reduce March earnings to around 850 a share.
However, immediate conversion appears unlikely. Moreover, sav¬
ings from the construction of an additional unit at Plant Hagood,
etc., may be expected to increase share earnings over the coming
year. The present dividend rate therefore seems reasonably secure,
barring a drastic change in the outlook.

\ "" Interstate Power is also selling over-counter around IVz, and
pays 600 to yield 8%, the same as South Carolina. The stock has
also labored under various handicaps, principally the fact that it
was over-capitalized until last year, and operated at a deficit in
1940-41. In March 1948 the company sold $20 million of mortgage
bonds, $5 million debentures and 555,000 common shares to raise
funds to retire the old mortgage bonds and bank loans, as well as
for construction needs; in October an additional $5 million bonds
were sold. Some 945,000 common shares were escrowed for the
benefit of all the old debentures and preferred stocks, together with
a demand note held b,v Ogden Corp. The SEC, recently issued its
findings regarding a distribution of this stock, which decision will
have to be ratified by a Federal court. .V • « - -

\ %. In the 12 months ended March 31, earnings were $1.23 a share
on 1,500,000 shares making the price-earnings ratio about 6. Harold
Young of Eastman, Dillon & Company, who recently spent several
days in the company's territory, writes as follows: "Generally speak¬
ing, the territory is built up around agriculture and most of the
farming country which the company serves is very prosperous. . . .

The consensus of opinion seems to be that farm income could decline
and the farmers would still be in 'a much more prosperous condition
than they were some years back. Furthermore, the use of electricity
on the farm has become an integral part of the farm operations in
such every-day operations as water pumping, milking and feed
grinding as well as for lighting and household usage.-

■'.£ "The company's revenues from industrial business, represents
only about 14% of gross as against a national average figure of around
29%. . . . Furthermore, many of the industries are tied in with
the processing of agricultural products so that the volume of their
business should hold up reasonably well. ;. . Another large industry
in their area is one of the biggest cellophane plants of E. I. du Pont
& Co. All things considered, we would feel that this company's
business would stand up relatively well in any period of business
recession. ... - <

! - "A rate increase in the electric department is going into effect
this month. The increase was approved by the Wisconsin Public
Service Commission for the properties in that state. In Iowa and
Minnesota regulation is in the hands of individual communities and
it is significant that out of some 250 communities involved only
about four raised any question about the increase.-. . j Two new

plants have tgone into operation in the last two or three years and
a second unit in one of the plants is scheduled to go into operation
late this year. Another new plant is scheduled to go into operation
next year. . . . We gained a very favorable impression of the caliber
of the management and operating personnel and we feel that this
company is one which is definitely on the upward trend."

Thoughts on Stocks
: ; , By ROGER W. BABSON

Mr. Babson, though making no recommendations regarding stocks, compares present stock market situa¬tion with past recessions, and points out limitations of such comparisons. Gives list of certain stocksthat have recently dropped over 80%, which constitute fairly good businessman's risk.
I am making no recommendations in this column this week, but my thoughts are some¬

thing which readers can seriously consider. As there is no precedent for these thoughts each
investor should decide the question for himself. I cannot take the responsibility on such an

ft®|
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Roger W. Babson

important de¬
cision;
It has been

a truism of
the stock

market ,< from
time imme¬
morial that
"stocks all go
up and down
together—the
good ones and
the bad ones."
This means

chat operating
'selective
markets" has
not been a

very safe
procedure during the past. One is
justified in buying for income
only, without paying any atten¬
tion to price changes; but if prices
are to be considered, then you
can usually make a profit by buy¬
ing anything blindly in a bull
market or be fairly sure of a loss
by buying anything — including
the gilt edge stocks—in a bear
market.

When studying past history we
should recognize that the market
prior to 1933 was under no U. S.
control.' Leading up to 1929, for
instance, most of the stocks in
brokers' hands were held on a

margin of from 10% to 20%. Then
almost every elevator

, operator
and " stenographer .of the Wall
Street district had stocks on a

15% 01* less margin. Hence, when
the crash came, it was natural for
all stocks to fall because people
had to sell their good stocks
when trying to protect their poor
stocks.

Conditions Today Are Different
. During recent years margins of
75% have been required. Now
margins of only 50% are required,
but I am told that stocks today are
either owned outright or held on
a margin of about 70%. There has
been very little buying since the
margin requirement was reduced,
as transactions have been largely
for cash. Certainly, no elevator
operators or stenographers now

hold stocks on margin. This means

that conditions are very different
today. The $64 question is
whether these changed conditions

change the old rule: "stocks all go

up and down together."
If these changed conditions

should change this old rule it is

possible that certain stocks have

already reached their low point in
this bear market. This would

mean that instead of watching just
the Dow-Jone Industrial Average,
which has gone down from a high
of 212 in 1946 to a present figure
of around 165 and which could go

very much lower, it might be well
to watch individual stocks. In¬

stead of all stocks hitting the bot¬
tom at about the same time, as

they did in previous bear markets,
different stocks may be hitting
their bottoms at different times

extending over a period of a year

or more.

Market Comparisons

Cutting off the extreme peaks
of 1929 and the extreme lows of

1932 which lasted only a few
weeks and covered only compara¬

tively a few transactions, stocks
as a whole in the 1929-32 bear

market went down about 80%.
This means that, assuming an av¬

erage of ten stocks early in 1929
was $100, this same list of stocks
sold for $20 in 1932. Yet, the Dow-
\Jones Industrial Average of
I "Thirty Gilt-edg;ed Stocks" has
suffered very little since 1946
compared with what hapened to it
jin 1929-1932.

On the other hand, certain
stocks which should be a fairly
•good businessman's risk have re-

jrenctly dropped over 80%. Any

equivalent average of 100% in 1946
that can now be purchased for
less than 25%. I am making no
recommendations; but believe that
a reader who now buys the entire
following list for cash, puts them
away and forgets them, can some
day average a handsome profit
although some one or two may go
bad. These are common stocks,
listed on an Exchange here in
New York City, and purchasable

ibroker can make up a list of ten through your local bank or broker
such stocks which sold at the , who will not like them.

Name of Company—
Le Tourneau (R. G.) Inc. (Machinery)
Collins & Aikman Corp. (Textiles) ,—

(Columbia Pictures Corp. (Movies) 1,

Newport Industries, Inc. (Agriculture)
Pressed Steel Car Co. (R, R. Equipment)
Raytheon Mfg. Co. (Electronics). 1
Spiegel, Inc. (Dept. Stores).

Stokely-Van Camp, Inc. (Packers)
United Air Lines, Inc. 4Aviation) —;

'Atlantic Coast Fisheries Co. (Fisheries)
' 'This last is one of my family's companies. '

High High Recent
1937 1945-46 Price

75 56 12 ;
63 63 14

40 36 10

42 45 10

32 30 5

__ 30 5

29 40 ; 7

18 39 10

24 62 11

13 16 2

! Wulff-Hansen Adds
i (Special to The Financial Chronicle)

; SAN FRANCISCO, CALIF.—
Lloyd E. Rogers has joined the
staff of Wulff-Hansen & Co., Russ
Building.

With E. F. Hutton & Co.
(Special to The Financial Chronicle)

'

SANTA MONICA, CALIF. —
John A. Hanley has become affil-.
iated with E. F. Hutton & Co.,
1410 Second Street.

All of these securities having been sold, this announcement appears as a matter of record only.
It is under no circumstances to be construed as an offering of these securities for sale, or as an offer

to buy, or as a solicitation of an offer to buy, any of such securities.

June 27, 1949

: 211,149 Shares*

Central Illinois Public Service

Company
(v Common Stock

($10 par value)

*Representing the unsubscribed portion, less 65,074 shares previ¬
ously sold, of 446,000 of Common Stock offered by the Company to r
its stockholders of record on June 9,1949, at the rate of one share for
five shares then held, through Subscription Warrants which expired '
on June 23, 1949. ~ •

Price ^14.50 per share

Copies of the Prospectus may be obtained from any of the several under¬
writers only in states in which such underwriters are qualified to act as
dealers in securities and in which such Prospectus may legally be distributed.

Blyth & Co., Inc.

Glore, Forgan & Co.

Smith, Barney & Co.

Bacon, Whipple & Co.

Harris, Hall & Company
(Incorporated)

Paul H. Davis & Co.

The First Boston Corporation

Central Republic Company
(Incorporated)

Goldman, Sachs & Co.

Eastman, Dillon & Co.

Lehman Brothers

A. G. Becker & Co.
-Incorporated

Hornblower & Weeks

i Kebbon, McCormick & Co.

Straus & Blosser

H. M. Byllesby and Company
(Incorporated)

Edward D. Jones & Co.

Sills, Fairman & Harris
Incorporated

Bateman, Eichler & Co.

A. C. Allyn and Company
Incorporated

William Blair & Company

Julien Collins & Company

The Illinois Company

Schwabacher & Co.

Blunt Ellis & Simmons

Dempsey & Company

Carl H. Pforzheimer & Co.

Farwell, Chapman & Co.

Laurence M. Marks & Co.

Ames, Emerich & Co., Inc.

Cruttenden & Co.

The Ohio Company

Stern Brothers & Co.

Bosworth, Sullivan & Company
Pacific Company of California Pacific Northwest Company
William R. Staats Co. Stifel, Nicolaus & Company

Incorporated

Davenport & Co. Dixon & Company First Securities Company of Chicago
Carter H. Harrison & Co. « Martin, Burns & Corbett, Inc. Mason, Moran & Co.

McJunkin, Patton & Co. * Mullaney, Wells & Company Scott, Horner & Mason, Inc.

F. S. Yantis & Co.
Incorporated

Dixon Bretscher Noonan, Inc.

Scherck, Richter Company

Brown, Lisle & Marshall
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Canadian Securities
By WILLIAM J. McKAY

The Conservative supreme bid for electoral favor in the Pro¬
vince of Quebec has failed miserably. Despite the apparent backing
of the dominant provincial political organization of Premier Duples-
sis, the French-Canadian voters ignored casual politics and seized
the opportunity, the first since^-
the election of the great Sir Wil— Canadian aluminum and meat
fred Laurier, to choose a French-
Canadian Prime Minister of Can¬
ada. By concentrating undue at¬
tention on Quebec there is little
doubt also that Conservative
leader George Drew alienated a
certain section of expected Con¬
servative support in his home
province of Ontario. Thus the
Liberal regime gained a landslide
victory and will be in undisputed
control of Canadian affairs for the
next five years.
Now the Liberal administration

will be relieved of the necessity
to give heed only to political con¬
siderations and can proceed to
deal constructively with the grave
economic problems that have re¬
cently accumulated. Although the
world-wide economic recession,
and notably the critical British
situation have so far had no visi¬
ble repercussions on the Dominion
economy, it is likely that their in¬
evitable impact will ultimately
come as a distinct shock. Failure
to arrange a permanent trade
treaty with this country along
the lines of the wartime Hyde
Park Agreement immediately
after the war, or alternatively to
join the Sterling bloc, now leaves
the Dominion in its unsatisfactory
floating position between the dol¬
lar and sterling trade areas.

While economic conditions were
favorable as in the immediate past
era of the sellers' market, Canada
was admirably placed to take full
advantage of tne prevailing situa¬
tion. With the present abrupt
change in the economic atmos¬
phere and Europe's dire exchange
plight, the Dominion is faced with
the problem of finding ready
markets for its export surpluses;
Offshore purchases from Canada
under the E.C.A. program will
now be replaced by direct ex¬

ports from this country; Britain's
ability to meet her obligations in
connection with the U.K.-Cana-
dian Wheat Agreement in U. S.
dollars is now placed in doubt
in view of the recent alarming
decline in British exchange re¬

serves; continuance of payment in
U. S. dollars for other Canadian
exports to Britain previously
settled in this manner is likewise
questionable.
On the other hand as a result

of the cutback in production of
nickel, lessened U. S! demand for

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

products, in addition to the sharp
decline in the price-level of base-
metals, lumber, work-pulp and
paper, there is little doubt that
the Canadian balance of trade
with this country will shortly re¬
flect these unfavorable develop¬
ments. Consequently there is now
a serious threat that the Domin¬
ion's exchange reserves will once
more be subjected to serious pres¬
sure. In this event the Canadian
authorities will be faced with the
necessity of taking corrective ac¬
tion. In view of the current eco¬
nomic trend it will be difficult
to solve the problem by increasing
exports. On the other hand it will
be politically unpalatable to re¬
sort once more to a policy of
enforced restrictions on U. S. im¬
ports.
There still remains, however, a

more obvious and practical solu¬
tion—the classical expedient of
currency devaluation, whereby
exports are directly stimulated and
imports effectively discouraged.
In the case of Canada a premium
imposed on imports would corre¬
spondingly encourage the de¬
velopment of the Dominion's vast
wealth of unexploited natural re¬
sources. Corrective action of this
kind should be taken in good time
before the situation deteriorates
to a point where confidence in the
currency is seriously undermined,
exchange reserves are unneces¬
sarily depleted^ and before in¬
tolerable pressure provokes the
"xercise of hasty judgment. An
illustration of the results of stub¬
born refusal to recognize the
wisdom of timely appreciation of
stern economic realities is pro¬

vided by the current British ex¬
ample.
In this case failure to anticipate

the obvious economic trend, un¬

willingness to follow the normal
course of postwar economic ad¬
justments, and the deliberate
choice of the alternative of reten¬
tion of wartime controls and re¬

strictions, have provoked a major
crisis with world-wide repercus¬

sions. ' •; •

During the week the external
section of the bond market re¬

mained dull and inactive. The in¬
ternals after an earlier recovery

were finally subjected to renewed
pressure. Free funds and the cor¬

porate-arbitrage rate likewise
weakened, doubtlessly as a result
of the influence of the deteriorat¬

ing sterling situation. Stocks also
displayed a rallying tendency in
the earlier sessions led by a re¬

covery, in the base-metal issues
with the Senior golds likewise

meeting ;with investor demand.
Finally in sympathy with the re¬

sumption of weakness in the
New York market there was re¬

newed selling pressure in most
sections, of the list with the golds

continuing to display resistance
to the general trendy

Beck, Sargeant to Be ;
J. A. Hogle Partners
SALT LAKE CITY, UTAH —

Richard Beck and William P.

Sargeant will be admitted to
partnership on July 7 in the firm
of J. A. Hogle & Co., 132 South
Main Street, members of the
New York Stock Exchange and

other leading exchanges. Both
have been * associated with the

firm for many years.

Socialism Is Cooked Up for Us— ;

Unless We Do Something About It!
By ARCH N. BOOTH*

General Manager, U. S. Chamber of Commerce

Referring to President Truman's messages and reports of his Council of Economic Advisers as indi- /
eating drift toward socialism, U. S. Chamber of Commerce manager says welfare-state idea of many
government officials is working up a great calamity for nation. Points out social security is already .

over-extended and scores socialized medicine, farm subsidy program, and other Administration measures.
As antidote, urges more understanding of our economy and lively participation in politics.

My assignment on this program is to tell you briefly about what is happening in
Washington these days—and to try to speculate on the effect of these events on life in
America. In addition to trying to live up to my assignment, I am also going to try to sug¬
gest what you
and I might

<$>-

do about to¬

day's trends
and develop¬
ments.

Perhaps
I could set
the stage for
what I want
to discuss by
telling you

something I
saw not long

ago that im-
pressed me
and set me to
thinking. I
happened to
visit the National Museum in
Washington one day recently and

Arch N. Booth

election were for the socialist
candidate. The people did not vote
for socialism. Nonetheless, social¬
ism is what is being cooked up
for us, and socialism is what we
are going to get, unless we do
something about it.
The direction of affairs is not

left to our imagination. It is
clearly indicated in such docu¬
ments as the President's Inaug¬
ural Address, the President's State
of the Union message, the recent
report of the President's Council
of Economic Advisers, and the
budget message.
Hope you will read these state¬

ments. If you do, you must con¬
clude, I feel sure, that current de¬
velopments in our government are

discovered there, among other i leading us strictly away from the
things, an amazing collection of I American capitalistic economy of
bones'— the skeletal remains of j former years. And it is the citi-
prehistorical animals. Scientists
have dug these bones out of the
earth, painstakingly pieced them
together and have reconstructed
the frameworks of gigantic animals
that roamed the swamps and
jungles of the world millions of
years ago. The various species
have been given some jaw-break¬
ing names, of which perhaps the
simplest is the dinosaur. The dino-
sour—at least, the one whose
skeleton I looked over—had been
an enormous creature. Biological¬
ly, he and his kind had had mass
production down pat. •
But where is the poor dinosaur

now? .

He is just bunch of dry bones
riveted together in a museum. He
is an experiment that nature tried,
and eventually had to abandon.
The dinosaur weighed about 35
tons—a big chunk of life in one
package. His difficulty was that
he carried practically all of his
tremendous bulk below his ears.
This led to his downfall. *

The dinosaur perished from the
earth because his size far outran
his brain power.- He perished be¬
cause he lacked the intelligence
to ' adapt himself to changing
times—and, it goes without saying,
that he lacked the capacity to dU
rect the changes in any way to his
own good. „ - <

The parallel between the dino¬
saur's world and ours is not per¬
fect. But it is sufficiently accu¬

rate to cause us to do some soul-
searching about our own situation
here in 1949—and about our will¬
ingness to face this situation.
It is intriguing to wonder what

kind of fix we may be in here in
America, say, 10 years from now,
if the present - unprecedented,
sharp changes in our government
are allowed to run their course

unhampered and unchecked. Let
us take a quick look at what is
now taking place. We don't have
to look very hard to see that we are
being pushed along rapidly toward
an omnipotent state — or that an
omnipotent state is being forced
upon us, whichever way you care
to express itl
Within recent weeks, we have

been presented with a detailed
program for setting up this omnip¬
otent, socialistic state. Actually,
only one-fifth of one percent of
the votes cast in the past national

*An address by Mr. Booth be¬
fore the Natural Gas Department,
American Gas Association, French
Lick Springs, Ind., May 9, 1949.

zens of America themselves who
have encouraged and inspired
this trend.

A "Grabistic Economy"

We seem to be living under
what might be called, for want of
a better name, a "Grab-istic"
economy.

Too many citizens seem to be
suffering nowadays from "Gimme
and grab." f ;

Too many people want some¬
thing for nothing.
They want high pay in return

for short hours and easy work.
• They want profits without risk.
They want security without ef¬

fort.
• Too many ; people, it seems,
would just rather sit around and
divide up the existing wealth
than to create new wealth to add
to the existing supply. Likewise,
too many communities are grab¬
bing for what they call "our share
of government dollars." This sets
up a vicious competition among
states and cities for "free" Fed¬
eral funds. 4 *

; In the early days, the frontier
of the country used to be in the
West; today the frontier could be
said to be on the steps of the
Federal Treasury in Washington.
.This could be. said to be the
state /of ' mind of the times;
"Gimme and grab!" And poli¬
ticians and officeholders (not all
of them, of course, but too many
of them) are taking advantage of
it. "O.K." the government offi¬
cials sav (those who believe this
way), "so you want something
for nothing. Well, we'll give it
to you.

"We'll give you security from
cradle to the grave. i

"We'll give you free medical
care, low cost housing, subsidized
food, social insurance, cheap
electricity, abundant steel, rec¬
lamation projects galore, recrea¬
tion—whatever your heart desires,
and it won't cost you a cent—ex¬
cept in taxes—and the other fel¬
low in the rich part of the coun¬

try will pay most of the taxes."
Why do government officials

make such promises as these?
Why do they promote schemes
which they say will make these
promises come true? Why do they
have to gain by setting up and
pushing a "grab-istic economy"?
Well, in the first place, it's the

popular thing to do. It gets votes.
And then, many of the office¬

holders themselves more or less
seriously believe what they prom¬

ise. They believe that the na¬
tion's income should be redis¬

tributed, so that everybody re¬
ceives a certain minimum—and
that each citizen's income (gov¬
ernment officials excepted, of
course) should be determined, not
by his own initiative, skill or
earning capacity, but simply by
his needs and desires. They be¬
lieve (if we are to believe what
they tell us) that they are "eman¬
cipating the masses from suffer¬
ing and want."
The government officials, who

are pushing the welfare-state idea
fanatically believe, in many cases,
that the benefits of the welfare
state are as free as manna from

Heaven, and that therefore these
benefits should be made available
to everyone in as large a measure
as possible. They rationalize their
thinking by saying that the Pre¬
amble of the Constitution commits
our government to "promote the
general welfare"—and they inter¬
pret this to mean that the state
should be more interested in you.

and your personal welfare than
you are /ourself. They feel that
the state can run your life and
your business better than youj
can. And these government of¬
ficials don't mind doing the job,
in behalf of the state, because it.
gives them bigger and better jobs
themselves.

It gives them power. It gives
them authority. It gives them bil¬
lions to spend. It gives them
more control over the lives of
more people. It gives them the
personal satisfaction of being
able to put their own ideas across-
—and of making their influences
felt in a gigantic way.

I For this, they are willing to
work patiently and tenaciously,
even though oftentimes they.
work;:quietly and without fan¬
fare, behind the scenes.

• • A Great Calamity in Working,;
Whether they know it or not,:

they are working to create a great'
calamity in our /country.: -f r; r
It would take far more time;

than we have on this occasion to
outline all the various schemes •

the social planners in the govern¬
ment have fashioned, and are now;

promoting, to turn America into a
welfare state—and, incidentally,'
to buttress themselves politically
by taking advantage of the seem- \
ingly irresistible desire on the
part of the people today to get
something for nothing. But I'll
touch on a few of them: "* r *

, (i) First on the list is overly,
expanded social security. There's'
nothing the matter with social se¬
curity as such. It's a good thing,'
so long as the aim is to provide a.
basic floor or protection against.
destitution. Social insurance bene¬
fits, paid as a matter of right, are
a better means than public relief I
of dealing with the economic con-
sequences of old age, unemploy- '
merit and premature death. But
the' kind of social security pro¬

grams that are now pending in.
Congress are something else again
—Something different. They are
vastly over-expanded social se- •
ciirity measures, and in them lurk
vast dangers.

Our present social security pro¬

gram is in - itself a baby giant.
Most people tfiink of social se-
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curity as a mere one percent out
of their pay. What they don't
always remember is that the em¬

ployer also pays one percent—and
that this cost is usually passed
right along to the employee him¬
self in the form of higher prices
or lower pay. And what most
people don't even know is that
under already existing law/ the
cost of social security will be 10%
of the country's payroll before too
many years. Buc the lavish so¬

cial security programs now be¬
ing considered by Congress would
come to cost nearly 20% of the
country's payroll.
- And the cost in dollars of over-
expanded social security is scarce¬
ly half the story. There are great¬
er costs involved—costs that rob
the individual of his character and
his will to work, and that rob the
nation of its production. Under
legislation now pending in Con¬
gress (H.R. 2893) present benefits
would be nearly doubled and
would be easier to get—and new
benefits would be added. With

overly generous benefits on the
one hand, and increasing taxes on
the other, little reason would re¬

main for a man to try to get
ahead. And after the incentives
are largely gone, the next step is
a breakdown of industrial disci¬

pline. Absenteeism, malingering
and fraudulent claims increase.
Promotion drops. People become
indifferent, cynical.
These things are not imaginary.

They have happened elsewhere—
in Germany, for example; and in
England, too, where they now
have "womb-to-tomb" security.

National Health Insurance
Program

(2) Akin to social security is
the so-called "national health in¬
surance program," for which bills
have been introduced in both
Houses of Congress. "National
health insurance" is better known

by the name of socialized medi¬
cine.

,

We have here in America the
best doctors, dentists, nurses and
hospitals in the world—the best
medical care. Yet we now face

the theory that our national health
can be improved if we make our

medical care as much as possible
like that in France and England
—where it is terrible.
~ The sponsors of socialized medi¬
cine estimate that it will cost us

a "paltry" $6 billion a year. The
program would be financed by an
added 3% payroll tax split be¬
tween workers and employers,
plus $1.5 billion a year from the
bottomless Federal Treasury. You
would get, if you are eligible,
"free" medical and dental care,

hospital service, drugs, hearing
aids, spectacles, crutches, and so
on. In England, the bald receive
special care; they're supplied with
wigs.
I wish I had time to review

here some of the many pitfalls of
socialized medicine. Instead, Jet
me read you a comment on the
subject by Dorothy Thompson:
"Almost no human being over

a certain age is perfectly well,"
she points out. "As a result, the
experience of public medicine, in
every single country where it has
been adopted, is that the doctor's
offices and clinics are thronged
with persons who are as well as

their years justify, but whose de¬
mands can wreck the treasury.
"Public medicine," Dorothy

Thompson adds, "runs into infin¬
ity. It is as impossible to compute
the necessary number of doctors
as of patients. Constantly mount¬
ing demands force a breakdown
of medical', standards, beginning
with training."
She quotes, a famous New Zea¬

land physician who says: "Public
medicine in New Zealand is a dis¬

aster. It is turning our people into
a race of hypochondriacs."
: That, I submit, is pretty strong
medicine.

(3) A third scheme that has
been dreamed up (and I mean

"dreamed up") for turning Amer¬
ica into a welfare state is the new t

farm subsidy plan which is now

being, promoted by Secretary of
Agriculture Brannan.
Arthur Krock, Washington cor¬

respondent of the New York
"Times," refers to this Brannan
Plan as a piece of "political magic."
"It is one of the most elaborate
devices for a regulated national
economy/' he says, "that has been
sponsored by the Executive De¬
partment of a non-autocraiic gov¬
ernment in tne present age." And
ne goes on to say: "No more won¬

drous pill was ever compounded
m the pharmacy of politics."
The Brannan Plan is being pro¬

moted as something that will gxve
the farmers high prices, steady
income and good profits—and, at
the same time, give the consume*
a bountiful supply of food at low
jost. In other words, this plan fo*
"pie in the sky" promises to bt
economical for the taxpayer, a
boon to everyone who eats food
and the road to prosperity and se¬

curity for the farmer. In return
tor this prosperity and security,
the farmer merely has to surren¬
der his freedom, and submit to
regimentation and to intensive
government supervision.
The farmers themselves are not

all happy over the Brannan bomb¬
shell. In some quarters it has been
summed up as "a Pyramid Club
.vith cabbages." Allan B. Kline,
President of the American Farm

3ureau Federation, warns that it
.ounds like a -vote-getting appeal
and farmers had better take a look

at the regimentation and controls
involved. If I had the endurance,
and you had the time (or vice
versa) I could keep on and on—

telling you about the various tech¬
niques and devices now in opera¬

tion, or in the planning stage, for
replacing free enterprise in Amer¬
ica with state-controlled economy.
But we have neither the time nor

the strength.
In passing, however, let me

mention such items as:

The progressive income tax.
Estate and inheritance taxes.

The food allotment program
now pending in Congress.
The so-called "Federal grants-

in-aid" which take money from
the pocket of the taxpayers in one

part of the country and put it in
the outstretched palms of citizens
in another, and then make those
who receive the gratuities dance
to the tune the bureaucrats play.
One example of this is Federal
aid to education through which it
is proposed to give out $300 mil¬
lion to $1 billion a year for cur¬
rent operating expenses of schools.
Then there's the multi-million-

iollar subsidized housing program
And rent control—a device tha

prevents a fair return on invest¬
ment, kills incentive on the part
of private capital to build houses
—and, in this way, stirs up the
demand for public housing.
And so on.

f

All these things are steps to¬
ward socialism. All these are steps
away from our American system.
All are steps away from personal
freedom. All these things cost
money (I'm not telling you any¬

thing new when I mention that)
—a terrific lot of money!

The Cost of It All

The estimated budget for the
fiscal year 1950 is $41.900,000,000.
That's more than ten times as

great as the average annual budget
through the 'twenties, following
World War I. It figures out as an

average Federal tax of $312 on

every man, woman and child in
the United States— an average
Federal tax of $1,248 on a family
of four—for just one year.

If we don't put a stop to "gimme
and grab" — if we don't make

economy in government politically
popular—we'll soon be as bad off
as they are in England, where 40%
of the income of the people goes
for taxes to pay for their Socialist
Government. The worker in Eng¬
land doesn't have enough left over
after taxes to provide for any of
his own emergencies. He must
look to the state to take care of
him /in ' every emergency that

comes along. No one in England
today can earn enough income to
pay his living expenses and his
taxes, and still have anything left
over lor savings to provide new

equity capital. Winston Churqjiill
is credited with having earned
here in the United States a mil¬
lion dollars on his memoirs. Out
of his earnings, his government
allowed him to keep only $24,000
alter taxes. "

And now comes something
which, as the dentist says, is going
.o hurt: a quick review of House
Bill 2756—the Economic Control

Bill, as it is commonly known—
or the Spence Bill.
This truly extraordinary bill

was introduced by Representative
Brent Spence of Kentucky.
"The authorship of the Spence

Bill," says Felix Morley in "Na¬
tion's Business," "is attributed to a
jmall White House clique, which
is headed by Secretary of Agri¬
culture Brannan, and in which
spokesmen for the CIO and the
leftist Farmers' Union are domi¬
nant."

The actual phraseology of the
Spence Bill, Mr. Morley points
out, gives more than a little evi¬
dence that the bill was modeled
after the Soviet law which set up
"The Great Stalin Five-Year
Plan."
If the Spence Bill becomes law,

it would center almost unbeliev¬
able authority in the White House.
It would, as a matter of fact, make
the President virtually a dictator
over production and supply,
prices, and wages. It would give
the President at least 46 broad

specific powers. It would give
Congress none.
Hold on to your chairs a mo¬

ment, and I'll tell you some of tne
jjowtia me rresident would navt

under this strange and exciting
bill:
The President would have

power to designate materials oi

facilities with respect to which hi
feels that a shoitage is affecting
—or threatening to affect—the do¬
mestic economy. Then he would
have power to develop and admin¬
ister such federal programs at
home and abroad as he may deem
necessary to supplement the ef¬
forts of private enterprise. He
would have power to contract for
research work, to construct and
operate new plants and expand
or rehabilitate existing plants to
increase, production. He would
have power Jo dispense, with pub¬
lic hearings. At tne same time, he
would have power to subpoena
witnesses and company books and
ecords. He would have power tc
require the seller of any commod¬
ity to give 60 days' notice of any
ntended price increase. And this
precious proviso is added: Any
increase in wages granted by our

employer would not be considered
an increase in the cost of produc¬
tion for the purpose of adjust¬
ments in price ceiling, until six
months after the wage increase
has gone into effect. - •

The avowed purpose of the
Spence Bill is "to implement the
established national policy of
promoting employment, produc¬
tion and purchasing power." Its
real effect, as you must know,
would be to shackle private indus¬
try. It is a surreptitious flank at¬
tack on competitive enterprise. It
is a bold attempt to get legislative
authorization for the establish¬

ment here in America of a planned
economy on the Russian model.
You are probably wondering how
any public official in America
could ever have the audacity to
frame such a bill—patterned after
a Russian measure—let alone in¬
troduce it. ' . *

. * It is obvious, I am sure you will
agree, that we are much further
along the road to collectivism—
with its slackness, incompetence,
impoverishment and destruction
of individual incentive and free¬

dom—than most people realize.

What Can We Do About It?

"What can I do about it?" That
is the question the responsible,
self-iespecting, conscientious citi¬

zen is asking himself these days.
"What can I do, where I am, to
help meet this serious threat
against our American way of life
—and to help clear up the mud¬
dled thinking that now exists in
national affairs? is there anything
that I can do?" . .

Yes, there is much that every
able, earnest, sincere person can
do.

No matter who you are— oi
where you are — or what your
work may be—or how busy you

may be—you can do much to help
curb today's socialistic trends. We
are not overgrown dinosaurs with
no brains, no constructive imagi¬
nation, and no moral power tc
mold and direct the changes o*
our day. Man has been given in¬
telligence if he will use it. Mar
can "determine for every plant
under the earth whether it should
bloom or fade, for every animal
whether it should increase, or

change or die# Man—and this is
true here in America, at least—
can determine whether he him¬
self should bloom or fade—
whether he should bloom under

freedom, or fade under some gov¬
ernmental system of slavery.

My subject—perhaps I shoulc
have told you earlier—is from i

piece of good advice by Danie
Webster that is carried as a frieze
around the inner court walls o

the National Chamber's building
in Washington. The full quota¬
tion reads:

"Let us develop the resources of
our land, call forth its powers,
build up its institutions, promote
all its great interests, and see
whether we also, in our day and
generation, may not perform
something worthy to be remem¬
bered."
"Perform something worthy ti

be remembered"! I wish each one

of you could make that your per*
sonal slogan for the rest of your
life. \l

You can "perform something
worthy to be remembered." You
count.

The first thing that each one of
us can do is to deepen our own

understanding of how and why
our free society has worked so

productively and well. As true
liberals, and having as our objec¬
tive the genuine improvement of
the economic welfare of the peor

pie, we should re-think the basic
principles upon which a free sob¬

riety rests—and then check the
wisdom ' of particular proposal^
against those principles. ■ [
This will help us burn into our

souls a proper philosophy about
our country and our freedom. It
will give us an unshakable con¬
viction as to why our present
economic power and well-being
should be continued—and further

strengthened. Despite all the
short-sighted, plundering political
plans to which we are now com¬

mitted, America is not done for.
We can still have trust in human¬
ity, of that I am certain. We can
still have faith in God, as long as
we have faith with works. And
we can still have whole-hearted
confidence in America.

America is still a going concern.
Our standard of living is the high*
est in the world; it is higher to¬
day than it ever has been. t

Our productive capacity is by
far the greatest of any country; it
is greater today than it has ever
been. With only about 6% of the
world's population, we have more

young people in high schools and
colleges than all the other 94%
put together. We have more hos¬
pitals and more charitable insti-

(Continued on page 35)
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William de Min

Coming Crisis in World Textiles
By WILLIAM de MIN*

President, Textile Export Association of the U. S.

Stressing need for continued textile exports to maintain industry's
stability, Mr. de Min deplores import restrictions and barriers set
up by foreign countries and sees no improvement in world trade
until world currency situation is stabilized. Foresees loss of U. S.
competitive position in any drastic devaluation of foreign currencies.

, ■ ■ #.

Looking back over the year that has elapsed since our Associa¬
tion elected me President, I am truly amazed by the variety and
number of problems that arose during the period and how well, on
the whole, they were handled by our group. Many of these difficulties

still persists
and will con- office, we were brought face-to-

face with the first of several at¬
tempts b.y Cuba to hamper our
trade with that market. All of you
must recall Resolution 530 and
trie struggle that followed its is-^
suance by the Cuban Government.
Our efforts to force its withdrawal
involved not only frequent trips
to -Washington ar# long confer¬
ences with government agencies
during July and August, but also
a journey to Havana and the pre¬
sentation of our case there before
members of the Cuban Cabinet. It
was a long, hard, difficult fight
and it was not until September
that we finally achieved our ob¬
jective. You will recall that the
matter was brought before the in¬
ternational conference at Geneva
whereupon Cuba immediately re¬
scinded the measure. Now we are

again confronted with still an¬
other attempt to strangle Qur
trade with Cuba and we promise
chat we will be as aggressive and
unyieldirlg in combatting it as we
were in resisting the imposition of
Resolution 530. 4 ' ~ .

In each and every instance
where barriers were raised against
our exports, this association re¬
acted promptly and aggressively.!
At no time did we ever take a
defeatist attitude, throw up our
hands and abandon the fight. We
nave consistently taken the stand
that defeatism is infectious and
that failure to fight back even
when we knew the chances of suc¬
cess to be slight, would lead to a
weakening of fibre and a spread
of "Aw, what's the use" spirit.
Even in those cases where our ef¬
forts were of no avail, we feel
that we made some headway in
that we effectively served notice
on competing industries, abroad
that we will not take any attempts
to hogtie us lying down. We have
reason to believe that the wide¬

spread publicity accorded the
many disputes over restrictions
and discriminatory practices in
which we were involved deterred

many countries from making the
measures imposed on us even
more severe. In the Secretary's
Report, .you will find a detailed
account of these struggles to safe¬
guard our export trade.

Have Done Fairly Well
But in view of the many re¬

strictions that have been imposed
on us in the great majority of
world markets, it must be' ad¬
mitted that we have done fairly
well. True, our exports of 941,-
000,000 yards in 1948 fell short of
the all-time high of IVi billion
yards achieved in 1947; but it
is unlikely that we will ever at¬
tain the latter figure again. Not¬
withstanding, it must be admitted
that our performance in the first
quarter of the year was little short
of amazing. In the January-March
period, exports amounted to 284,-
018,045 square yards, only 13,000,-
000 square yards short of the all-
time high for this period which
was achieved in 1947, or exactly
12.6% of the output for that pe¬
riod. There is little likelihood
that shipments will continue at
this rate for the balance of the
year for there is already evidence
of a marked slowing down of de¬
mand in a number of markets, and
a contraction of purchasing power.

However, our shipments this year

will be substantial and even now

are running at above 10% of the

greatly reduced production of our

tinue to per;
sist so long as
the world

economy con¬

tinues to suf¬
fer from the

ravages of
war. But I arrt

firmly con¬
vinced that we

of the textile

export trade
are better

equipped than
ever before to
deal with the

- troubles that
afflict us.

At no time in the history of this
industry has there been the keen
interest in world trade that there
is at the present time. The day
when export orders were regarded
as something extra, something
akin to winning a lottery is long
since past. On all sides there is
recognition of the fact that it is
impossible for this industry to
continue to operate at the aver¬

age rate of the last decade with¬
out exporting at least 10% of its
output. You can readily imagine
what the state of this market
would be right now if exports had
sagged to the same extent as do¬
mestic demand. There is no

doubt but thsi4 the orderly be¬
havior of the cotton goods mar¬
ket over the last six months has
been due in some measure to the

stabilizing ' influence of rather
substantial export sales. It would
seem that we of the export trade
have again become the "fair haired
boys" of the industry and can be
certain from now on that our

difficulties; will receive the indus¬
trywide support and attention
they merit.
Illustrative of this widespread

interest in exports is the Textile
Industry Committee on Foreign
Trade. Serving on this committee
are delegates representing the
five major trade associations of
the cotton textile industry. Or¬
ganized early this year, it is the
purpose of this group to summon
the combined support of the in¬
dustry behind any movement, that
has for its purpose the mainte¬
nance or expansion of our for¬
eign trade in textiles, While we
have enjoyed the cooperation and
assistance of all divisions of the
trade in the past, the organiza¬
tion of .this central committee
makes it possible to obtain indus¬
trywide support and guidance at
almost ,'a moment's notice. It
serves as a dramatic answer to
those within official government
circles who have repeatedly taken
the stand that the industry is in¬
different to world trade except for
a vociferous minority of export
managers.

Barriers to Exports
In the Secretary's Report, which

will be mailed to you, you will
find' a complete description of our
activities for the last year. How¬
ever, with your consent, I will at¬
tempt to touch upon some of the

activities that absorbed the time

and attention of your officers and

staff over the last 12 months.

Less than a month after I took

'

^Address by Mr. de Min at the
Annual Meeting of the Textile
Export Association of the United
States, New York City, June 9,
1949.

industry. In this connection, it
may be salutary to point out that
our exports in the 20s, that is in
the 10-year period 1920 to 1929
amounted to slightly more than
500,000,000 yards per annum. In
thff 30s, 1930 to 1939, they aver¬
aged less than 300,000,000 yards
per year. In the 40s, that is up to
the present time, we have been
shipping at an average of 750,000,-
000 square yards a year. For
the last two and a quarter years

our average was well above a bil¬
lion yards per annum.

Under no circumstances should
we permit ourselves to be guided
by the total exports in the periods
1920 to 1929 or 1930 to 1939. The
world has progressed, populations
have increased, the stanaard of
living over large parts of the
world has substantially improved
and we have every right to base
our future goal on our accom¬

plishments of the last decade
rather than on prewar years. The
volume and variety of American
fabrics which are available and
particularly the styling of Amer¬
ican goods have helped us to find
a place in world markets which
we could not possibly have
achieved in the years before 1940.

Far East Developments ' -

In the last few months devel¬
opments in the Far East have
tended to obscure what has come

to be known as the Japanese tex¬
tile problem. The conquest of the
greater part of China by the
Communists plus frequent flare-
ups in Southeast Asia have forced
upon the United States an entire
reconsideration of its Far East¬
ern policy. What this policy will
ultimately be, no one at this time
can foretell. In the words of Dean
Atheson, we must wait for the
dust, to settle. There is no doubt
but that our policies in connection
with Japan may have to be recast
in the light of entirely new devel¬
opments in the Orient. In»pre¬
war days, Japan was as necessary
to the smooth functioning of the
Asiatic economy as Germany was
to the European economy. Most of
the plans to date for Japan's re¬
habilitation have been projected
on the assumption that she should
be restored as a leading supplier
of a vast variety of consumer

goods to the coolie income groups
of the Asiatic continent. With the
vast population of China slipping
under Communist control, ft
would seem that Japan's impor¬
tant markets there will be cut off
for a long time to come. Even if
China is compelled by necessity
to trade with Japan, volume is
likely to be only a fraction of
what it was in prewar days. This
means, of course, that Japan may
be forced to look for its livelihood
to the so-called sterling and dol¬
lar markets.

It is for this reason that your
association decided early this year
that steps should be taken to bring
about a long range solution of the
Japanese problem. In January,
the officers of this association had
a series of discussions on this sub¬

ject with the head of the British
Cotton Board. Most of the mar7.

kets in Asia where Japan used to
distribute her goods are members
of the so-called sterling bloc. ; In
brief, while the United States may
control the production of Japanese
textiles, Great Britain exerts a
control over most of the markets
in. which this production was dis¬
tributed in prewar years. It is
because of this situation that the
British and American industries
must cooperate in bringing about
a solution of this problem. ' "

I

Currencies Must Be Stabilized

The more one studies the avail¬
able data on world trade in tex¬

tiles, the more one is convinced
that there will be no substantial

improvement in the total interna¬
tional movement of goods until
the world currency situation is
stabilized. Dollar shortages under¬
lies the innumerable barriers to
trade that have been erected in
the last few years by nearly all

the markets on the globe. Many
currencies have lost their interna¬
tional character in that their con¬

vertibility into dollars or other
currencies is made difficult by a

host of safeguards and regulations.
To complicate matters still fur¬
ther, many countries have been
using dollar shortages as an ex¬
cuse to throttle imports to protect
their fledgling and inefficient
textile industries and also to dis¬
tort their economy by a forced
growth of their durable goods in¬
dustries. For example, there are
a number of countries which are

in dire need of textiles but insist
on spending the dollars they have
on capital goods. As an example
of this, we wish to cite this para¬
graph from the United Nations
report entitled, "Summary of
Main Features of the Economic
Survey of Europe in 1948," which
reac's as follows:
"Intra-European trade was in¬

creasingly concentrated on capital
goods, while the volume of trade
in consumers' goods such as tex¬
tiles showed a steadily declining
trend." ■ Further on, in the same

report, we come .across this sig¬
nificant paragraph: "The level of
trade amongst the O. E. E. C. coun¬
tries themselves is planned to in¬
crease substantially from the low
levels of 1947, but will barely re¬
gain its prewar volume. However,
a certain contradiction in the

plans is evident in the fact that in
the trade amongst themselves, the
plans forecast an increase in ex¬
ports ,10% above prewar, while
total imports remain approxi¬
mately at the prewar level (though
by definition the aggregate vol¬
ume;-; of the two should be the
same)'.' The difference is largely
accounted for by the large export
surplus of agricultural produce
planned by France which is not
reflected in the import plans of
the other countries; the desire of
certain countries to sell machinery
and equipment; in excess of the,
amounts which, as importers, they
plan to buy; and finally, by the
general desire of the O. E. E. C.
countries to sell textile products
to each other while refusing to
buy them."
Unless something is done to cor¬

rect this logjam, there is a strong-
likelihood that a serious crisis in
world textile trade may develop
before the end of the year. World
production of textiles is welling
fast but world trade remains
static. Our industry is now in a

position to supply to world mar¬
kets double or triple the amount
of our goods that they are now
absorbing.

Caught on Horns of Dilemma

Meanwhile, we are caught on
the horns of dilemma. Our price?
at present are competitive and at¬
tractive but business is being held
down by restrictions born of cur¬
rency difficulties. In order to cor¬
rect these currency problems,
many countries are seriously con¬
sidering the devaluation of their
currencies. It seems almost cer¬

tain the value of European cur¬
rencies will be readjusted down¬
ward in. the near future. This
means the cost of our goods to
consumers overseas will be in¬
creased. Shipments to Europe will
be affected first, but the headache
will spread. Sales to Latin Amer¬
ica could suffer because the dol¬
lars available in these countries
could be spent for bargains in the
countries when devaluation has
taken place.
The currency difficulty will not

be relieved, in my judgment, by
the Charter of the ITO, approval
of - which the President of the
United States recently requested.
He described the IT'O Charter as

"the most comprehensive interna¬
tional agreement in history" and
as "&n integral part (of the larger
program of international economic
reconstruction and development."

While it may be true that the
Charter is the most comprehensive
international agreement in his¬
tory, an examination of the docu¬

ment makes it difficult, indeed
impossible, to determine what was
agreed on. The Charter is long
and complex, contains nine chap¬
ters and more than 100 clauses,

ranging from the minutiae of
trade to broad principles of na¬
tional and international economic
policy. The language is both tech¬
nical and vague and every rule
laid down in the Charter is quali
ified by many exceptions, most of
which are framed in such terms
that all countries but the United
States could invoke them. A sub¬
stantial part of the Charter, espe¬
cially the clauses relating to quan¬
titative restrictions, is now a part
of GATT. We textile exporters
have already had more than one
occasion to learn the futility of
that document and we have no

reason to believe that the ac;
ceptance of the Charter as a whole
will prevent the rise of additional
and higher barriers not only
against the export of our industry
but the exports of the country as
a whole. The only effect of its
acceptance, as far as this industry
and this country are concerned;
is to provide a device for the fur^
ther. reduction of the American
tariff while leaving 'other coun¬
tries free to pursue their present
policies of discrimination. Along
with most members of this asso¬

ciation, I urge that this Charter be
rejected by Congress. / -

Says Bankers Are
Lazy and Incompetent
Paul Dysart, stock market ana¬

lyst, in address at Louisville,
. Ky., holds investors cannot be
blamed from staying away from
stocks, when banks buy only /

•' government bonds. 1 ■

Speaking at a luncheon meeting
of the South End Optimist Club
at Louisville, Ky., on June 12,
Paul Dysart, a local stock market
analyst and former Chicago stock
broker, accused bankers of being
lazy and incompetent, since, by
limiting their portfolios largely to
government bonds, "they have ab¬
dicated their responsibilities in
the field of investment selection."
Mr. Dysart stated "this abdica-.

tion is consciously or unconsci¬
ously encouraged, if not down¬
right abetted, by the Federal De¬
posit Insurance Corporation and
national bank examiners, who are
all too quick to appraise criti¬
cally what today are good, sound
bonds, adequately secured and
amply protected by earnings.
"Thus we see these instruments

of government rather willingly
discouraging the banks from buy¬
ing goods bonds at higher yields
than banks can get on Govern¬
ment bonds because the govern¬

ment wants to keep them buying
Government bonds exclusively.'r

"Because bankers' lack of in¬
terest in good, sound bonds, these
bonds sell lower than they
should," Mr. Dysart pointed out,
adding, "this in turn affects the
market on these concerns' stocks,
and many worthy industrial, rail¬
road and public utility companies
find themselves unable to market

equity investments through in¬
vestment dealers."

"How do bankers earn the big
salaries they draw, when they
merely sit back and buy nothing
but Government bonds?/. . . Who
can blame investors for staying
away from stocks in droves while
the banking fraternity won't buy
good bonds at attractive prices?
Mr. Dysart asked.

■ (

Davenport With Clayton
(Special to The Financial Chronicle)

BOSTON, MASS.—Carleton Da¬
venport has become associated
with Clayton Securities Corp., 82
Devonshire Street. Mr. Daven¬

port was formerly with Draper,
Sears & Co. and in the past con¬
ducted his own investment busi¬
ness in Boston. _ .
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Hanrahan Reelected
SEC Chairman
From Louisville, Ky. comes re¬

port that Edward F. Seiller, Ken¬
tucky State Treasurer, is to be
appointed to SEC to succeed

Robt. K. McConnaughey.
It was announced in Washing¬

ton on June 24, that Edmond M.
Hanrahan was reelected Chair¬
man of the Securities and Ex¬

change Com¬
mission for
the year end¬
ing on June
30, 1950. He
has been a

member of
the Commis¬
sion since

July 22, 1946,
and Chairman
since May 18,
1948. !

A c c ording
to the Louis¬
ville '.'Courier
Jour nal" of
June 1 7,
President

.

Truman will submit the name.of
Edward F. Seillor, State Treas¬
urer of Kentucky, as a member of
the Securities and Exchange Com¬
mission, to succeed Robert K. Mc¬
Connaughey, of Ohio, whose term
expired June 5, and who declined
reappointment.

C - Mr. Seiller, a lawyer, is 50
years old. He •'was born near

"Mount Sterling, attended the Uni-
Wersity of Louisville and is a

graduate of the Jefferson School
of Law. After working four years
in Lexington for the Chesapeake
& Ohio Railway, he was on the
staff of the State Commissioner
of Agriculture, was with the State

;Banking Department three years,
and was in charge of organization
of the National Re-employment
"program in Kentucky.

• C. • He is a veteran of both World
,Wars, had the rank of Lieutenant-
Colonel and was awarded a bronze
star for bravery while serving un¬
der General Patton in the Battle
of the Rhine River Crossing.

E. M. Hanrahan

Charles Parcells, Jr.
To Be Partner
>. DETROIT, MICH. —Charles A.
Parcells, Jr., will become a gen¬
eral partner in the firm of Charles
A. Parcells & Co., Penobscot Bldg.,
on July 1, 1949. Approval of the
firm's application to admit the
younger Parcells was just an¬
nounced by the Detroit Stock Ex¬
change's Committee on Admis¬
sions.

,:y. Prior to becoming associated
with the firm on a full time basis
more than a year ago, Parcells
filled various part time assign¬
ments with the company when
college and university require¬
ments permitted before his enlist¬
ment in the U. S. Army. After
four years of service he was dis¬
charged with the-rhnk of captain.
He then continued his studies at
the University of Michigan where
he received a Master's Degree in
Business Administration. Under¬

graduate work was done at Yale
with one year in the Yale Law
School. ?

Charles A. Parcells & Co. holds
the oldest Detroit Stock Exchange
membership. It was issued April
1, 1919. Charles A. Parcells, Sr.,
founder of the firm and active un¬

til his death a year ago, served
two terms as President of the Ex¬

change in 1945 and 1946. The
other general partners of the firm
are Earie W. Parcells and C. Errol

Exley.

With King Merritt & Co.
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Neil
J. Frechette has joined the staff of
King Merritt & Co., Inc., Chamber
of Commerce Building. - '

Marshall Aid and U.S. Depression
By PAUL EINZIG

Dr. Einzig, in commenting on fear in Britain that Marshall Plan aid
will be reduced in event of depression in U. S., contends this coun¬
try will have to decide either to finance its export surplus by con¬
tinuous gifts abroad or provoke grave crisis in Britain as well as
other European nations because of exhaustion of their gold reserves.

LONDON, ENGLAND.—The prospects of growing American op¬position to Marshall aid are causing much concern in London. This
stiffening of the attitude of Congress, of American public opinion and
press, and even of the Washington Administration—symptoms ofwhich are al- <£>— —

ready notice¬
able — is at¬

tributed to the
p r o g r ess of
the trade re¬

cession in the
United States.
So long as the
absorbing ca¬

pacity of the
American
domestic
market was

almost unlim¬
ited the ef¬
forts of the
United States
authorities to 1

put European industries on their
feet again encountered no strong
opposition. With the contraction
of the American markets, how¬
ever, American business interests
are becoming more export-mind¬
ed, as is indicated by the various
protests that have reached Lon¬
don . from Washington against
measures which tend to assist
Britain and other countries to cut
down their dollar imports.
It is fully realized in official

circles in the United States that
it is absolutely essential that by
the end of the Marshall Aid pe¬
riod * Britain and other Western
European countries should be able
to balance their international ac¬

counts an dollars. To that end
these countries have to ' reduce
their imports from the Western
Hemisphere and they have to in¬
crease their exports to the West¬
ern Hemisphere. Although the
general principle is readily ad¬
mitted, when it comes to concrete
instances, such as American film
export to Britain or British oil

Dr. Paul Einzig

port surplus in perpetuity—in
other words to give away her
goods for nothing—or to provoke
a grave crisis in Britain and other
European countries by insisting
on a course which leads to the
utter exhaustion of their gold re¬
serve. When that stage is reached
American business interests will
have to suffer because they are
bound by their overseas markets
in any case.

With the adoption of the Mar¬
shall Plan the broad view that it
is, in the long run, to the interests
of the United States that Europe
should become self-sufficient, tri¬
umphed. But at that time Ameri¬
can domestic trade was booming,
and it was relatively easy to take
long-range views. If, as is feared,
the American depression should
become aggravated, then there is
a danger that short-range views
would prevail. Too much im¬
portance would then be attached
to the immediate problem of
safeguarding American business
interests in face of the growing
depression, at the expense of sac¬

rificing long-range interests at¬
tached to European recovery.
Would Administration and

Congress be able to resist the com¬

bined pressure of all American
business interests demanding that
their markets must be safeguarded
at all costs? Would American
opinion .«"■ understand that, if all
American business interests are

safeguarded it must mean that
Britain and Europe are con¬

demned either to becoming per¬
petually dependent on dollar sup¬
port or to using up all the dollars
they have? It stands to reason

the aim of becoming self-support¬
ing, as they are required to be¬
come under the Marshall Plan.
Otherwise there is reason to fear
that the pressure by American
interests anxious to safeguard
their full export markets might
wreck the Marshall Plan.

Two With Brereton, Rice
DENVER. COLO. —Edward A.

Eggert and Horace R. Medley are
now connected with Brereton
Rice & Co., Inc., First National
Bank Building.

Stix & Co. Adds
ST. LOUIS, MO.—Lorraine R.

Lasswell has been added to the
staff of Stix & Co., 509 Olive
Street, members of the St. Louis
Stock Exchange.

With John Nuveen & Co.
CHICAGO, ILL. — Robert D.

DeMuth is now connected with
John Nuveen & Co., 135 South La
Salle Street. He was formerly
with Paine, Webber, Jackson &
Curtis.

, , ,, . ... j that the cutting down and elimi-sales to the Argentine, or the lm- nation of their dollar deficit mustof natural rubber,,the mdi- mean that some American busi-vidual American interests affected | ness interests must lose someby the progress of Britain toward
balancing her accounts invariably
mobilize their influence to induce
the United States Government to
call a halt. ~

This is considered here to be in
accordance with human nature.
But it is asked how the general
principle of balancing interna¬
tional accounts can be proceeded
with if in each individual instance
objections are raised to the con¬

crete steps taken in the direction
of progress. At present, it is true,
the objections are not pressed un¬

duly. But it is feared in London
that, as and when depression in
the United States becomes aggra¬
vated, pressure on the Washing¬
ton Administration will grow, and
that the' State Department, in
turn, will insist on its protests
with growing emphasisj
It is felt that sooner or later the

United States will have to face
the issue at stake. It is no more

nossible to balance Britain's dol¬
lar account without hurting some
American interests than to make
an " omelette without breaking
eggs. In order that Britain
should become independent of
American aid, the United States
will have to sacrifice some of their
British or foreign markets. The
alternative would be to admit
more British goods into the
American markets, but this again
would only mean that the Ameri¬
can interests in question would
lose some of their domestic mar¬

kets instead of losing their over¬
seas markets. Unless the inevi¬
tability of losing some ground at
home or abroad is admitted, there
can he only two logical conclu¬
sions. The United States will have
to decide either to finance her ex-

markets. The question is, would
it be possible to explain this tru¬
ism, and if so, would it be possible
to arrive at some scheme as to
which of the interests must bear
the burden of the inevitable sac¬

rifice.

The agitation in favor of a re¬

turn to multilateral trading only
obscures the issue. No matter how
multilateral the system should
become, it does not produce for
Britain and Europe a single ad¬
ditional dollar unless British and
European goods take the place of
American goods, either in the
American domestic market, or in
the domestic markets of the coun¬

tries concerned, or in the markets
of third countries. The triumph
of multilateral trading in Western
Europe, to which so much impor¬
tance is attached in Washington,
would only mean that Western
European countries would take in
each other's washing to a large
extent. It would only contribute
toward the solution of their dollar

problem to the extent to which

they import each other's goods
instead of importing American
goods. That again would be detri¬
mental to the immediate interests
of the American exporting indus¬
tries concerned. The moment
these industries are affected by
European bilateralism to any con¬
siderable extent they are likely
to bring pressure to bear on the
Administration to safeguard their
interests.

The only hope lies in the ex¬

pansion of the American domestic
markets, which would compensate
American business interests for
the loss of their export markets
that they are bound to suffer if
and when Europe should achieve

Really Board Decision Removes Threat to Exchs.
Judge Alexander HoItzofPs decision that uniform commission

charges are not violation of anti-trust laws upholds similar rules on

securities and commodity exchanges.
In a decision rendered June 28 by Federal Judge Alexander

Holtzoff in Washington, D. C., the Washington Real Estate Board,
and its parent organization, the National Association of Real Estate
Boards, was acquitted of violating the Sherman Anti-Trust Act
because of fixing of brokerage fees by agreement. A criminal case
by the government against the same defendants was thrown out-by
the U. S. District Court in Washington about a year ago. 1 j

In the argument before the Court, the government's attorney^
Victor H. Kramer, hinted that if the government won the case, simi¬
lar action might follow against the nation's securities and the com¬

modity exchanges. The question came up when Federal Judge Alex¬
ander Holtzoff asked the prosecutor why the government had not
tried to bring similar action against the New York Stock Exchange
or the Chicago Board of Trade. The Judge pointed out that the se¬
curities and commodity exchanges operate throughout the country
with rules that its member firms charge uniform fees for their serv¬
ices. Mr. Kramer replied that 'appropriate action" against these
exchanges might follow if the case against the real estate board
was won. * " ' "

TELEPHONE SERVICE

KEEPS RIGHT ON IMPROVING

Long Distance is faster. Calls go
through on the average in 1.6
minutes—nine times out of ten
while you hold the line.

Local Service is better. The oper¬
ator answers or the dial tone

comes on faster than at any
time since before the war. Calls
go through promptly and
accurately.

Equipment troubles are fewer
than ever. Those reported by
customers have decreased 15%
from a year ago.

Tie big construction program of
the Bell System has resulted in im¬
portant improvements in telephone
service, and has brought telephones

to millions of people who did not
have them before. , ■. "*

Thousands of miles of new Long
Distance lines have been added.

Many cities are now linked by net¬
works which can carry both voice
and television. New and modern

Western Electric equipment — the
finest that can be made —is giving
better, clearer, faster service to mil¬
lions of telephone users* on every
kind of call.

There has never been sd great an
expansion and improvement in tele¬
phone service as in the past three
years. Still more good things are
ahead for we're keeping right on
with the job.

BELL TELEPHONE SYSTEM
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Benguet Stock Admitted to NYSE Trading

Above, left to right, are Lucien H. Mercier, Director of Benguet Consolidated Mining Co.; Emilio Abello, Minister Plenipotentiary to the U. S.;
Myron <Jo\ven, U. S. Ambassador to the Philippine Islands; Gen. Carlos Rmuilo, representing the Philippine Islands in the United Nations; Judge
John W. Haussermann, President of Benguet; Herbert Allen, senior partner of Allen & Company, New York investment firm, and Jose P. Milencio,
Philippine Consul-General of New York.

Guests of the New York Stock Exchange, June 27, on the occasion of the admission to dealings of the capital stock of Benguet Consolidated Mining Company,
of the Philippine Islands, included Carlos Romulo, representing the Philippine Islands in the United Nations; Myron Cowen, U. S. Ambassador to the Philippine
Islands, and Emilio Abello, Minister Plenipotentiary to the United States; togeth r with John W. Haussermann, President of the Company.

With Mr. Haussermann were Jose P. Milencio, Philippine Consul-General in New York; Herbert Allen and Lucien H. Mercier, directors of the company,
and James Deer, Counsel.

The guests visited the trading floor where they witnessed the first trade in the company's stock, and were entertained at luncheon by Emil Schram, President
of the Exchange, and Robert P. Boylan, Chairman of the Board.

Bankand Insurance Stocks
By H. E. JOHNSON

This Week—Insurance Stocks
The earnings and dividend prospects of insurance stocks for the

current year ar€ believed to be distinctly favorable. The large vol¬
ume of the pasc few years should begin to be reflected in earned pre¬
miums and profits as lower prices x'educe loss expenses.

Because of these conditions a large number of insurance com¬
panies will almost surely report the highest earnings of their history
this year and show considerable improvement over last year's gen¬
erally favorable result.

Few groups of equities are in such a position. With business
activity trending lower and margins of profit narrowed because of
lower prices, smaller earnings would seem to be in prospect for
most companies.

Despite excellent market response by insurance stocks over the
past year, the current favorable conditions will likely continue
rtd be reflected in the market price of the shares of this group. As a
Tesult many investment houses are recommending the purchase of
current prices of some of the more favorably situated companies.

' Two weeks ago several companies were commented on briefly
arid this week three more of the leading firms are reviewed.

Home Insurance—The Home has a 76-year record of continuous
dividend payments. During 1948 the company absorbed its 10 fire
affiliates by an exchance of stock. This leaves only one subsidiary,
The Home Indemnity, and makes the company the largest writer of
fire insurance in the country.

As this company in years past has been relatively generous with
stockholders, its capital stock has become one of the most popular
and readily marketable of all insurance issues.

Last yerr the Home paid dividends of $1.30 and investment in¬
come totaled $1.95. After taxes and reserve adjustments, operating
earnings are estimated as being equal tc $3.03 per share for 1948. The
$1.30 payment is considered secure and in view of the past history
of the company some increase in the distribution is looked for this
year.

Earnings during 1949 should benefit from the current favorable
trends within the industry and from the non-recurrence of certain
reserve adjustments and merger expenses which limited the gain in
profits last vear. These considerations should be reflected in higher
operating earnings for the current period.

"

Great American—This company also has a long record of div¬
idend payments and an excellent operating record. Dividends have
been maintained without interruption for the last 77 years and an

underwriting proUt has been earned in each of the last 39 years.
' Last years operating profit is estimated to have been around

$4.60 a share. Considering the expansion of the earnings base in
recent years, with premium volume more than doubled in last five
years, earnings during 1949 should shew further improvement, not¬
withstanding a higher liability for Federal income taxes. Per share
figures *5 ™ barring unusual losses.

As with a number of other companies present dividend pay¬
ments are conservative both in relation to present and possible future
earnings. The present indicated rate is $1.30 per share. Last year
investment income alone amounted to $2.43 a share. In view of the
fact mat uvJ uem e..ri aigs snou'd be at least equal to those of
last year, it seems logical to expect some increase in the payment
sometime this year.

Hartfo-d Fire—Hartfo-d Fire is regarded as the qualitv issue in
the fire insurance group. It has a history going back 139 years which
is marked by successful operations and a long record of dividends.
Underwriting and investment policies are very conservative.

Because of the high investment regard in which the stock is
Jteld and the relatively low proportion of earnings paid out as div¬

idends, the stock returns a yield of only around 2%. The conserva¬
tive investment policy of the company with 65% of securities. U. S.
Governments also contributes to this evaluation of the stock.

Last year consolidated earnings were equal to an estimated $20.90
of which investment income amounted to $6.09. Underwriting earn¬

ings show -further improvement this year and investment income
could show some modest increase. At ^uch time as a more aggressive
investment policy is adopted it is believed investment earnings
[could be increased considerably. V ; ; • * - - -

ij The present dividend of $2.50 is distinctly very conservative.
It has been maintained at this rate since 1939. During this time in¬
vestment income has grown from $3.20 to last year's figure of $6.09.
Considering the strong position of the company and the fact that
premium volume appears to be leveling off, a more favorable div¬
idend policy would seem to be indicated. \ • ft..

News About Banks
CONSOLIDATIONS

NEW BRANCHES

NEW OFFICERS, ETC.
REVISED'
CAPITALIZATIONS 1

and Bankers

r Miss Alvern ■ Sutherland, Li¬
brarian, of the Board of Govern¬
ors of the Federal Reserve Sys¬
tem, Washington, D. C., was
elected Chairman of the Financial

Group of Special Libraries Asso¬
ciation at its annual business

meeting held on June 16, in Los
Angeles. Miss Elizabeth Knapp,
Librarian of the Graduate School
of Business Administration, New
York University, New York City,
was elected Vice-Chairman. Miss
Marian Lucius, Librarian, Price,
Waterhouse & Co., New York,
was elected Secretary-Treasurer.
The officers for the past year
were: Chairman, Miss Laura Mar¬
quis, Mellon National Bank and
Trust Company, Pittsburgh, Pa.;
Vice-Chairman, Miss Alvern
Sutherland; and, Secretary-Treas¬
urer, Miss Amy Early, Librarian,
Federal Deposit Insurance Cor¬
poration, Washington, D. C. The
membership of the Financial
Group is composed of 492 librari¬
ans from banking institutions, in¬
vestment houses, and other fi¬
nancial corporations. The official
publication of the Group is the
"Financial Group Bulletin" which
contains articles, bibliographies,
and miscellaneous news items of
interest to financial librarians.

sjt * *

C. Norman. Ramsey, Vice-Presi¬
dent of the Citizens & Southern
National Bank, Atlanta, Ga., was
cn June 21 elected President of

the Class of 1949 of The Graduate

School of Banking in session at

New Brunswick, N. J. John C.
Warner, President of the First Na¬
tional Bank of Milford, Pa., was
elected class Secretary. The Grad¬
uate School, which is holding its
15th summer session on the Rut¬

gers University at New Bruns¬
wick from June. 20 through July
2, is sponsored by the American
Bankers Association. It is being
attended this year by almost 1,000
bank officers from all parts of the
country. The Class of 1949, total¬
ing 341 students, will be graduated
on Friday evening, July 1. Both
Mr. Ramsey and Mr. Warner are

majoring in Commercial Banking
at the School. "

. - « * .r ...

Albert Roeder of the Brooklyn
Trust Company of Brooklyn, N. Y.,
has been elected President of the
Financial Purchasing Agents Con¬
ference, succeeding Leonard L.
BJeecker of Bankers Trust Com¬

pany of New York. Other officers
of the organization elected for a
one-year term are: Vice-Presi¬
dent, Philip L. Amon, Grace Na¬
tional Bank of New York; Treas¬

urer, J. M. Von Glahn, J. P.
Morgan & Company, Inc.; Secre¬
tary, Wortman Eason, Guaranty
Trust Company, New York. The
organization, which meets each
month at the New York Clearing
House, comprises representatives
of 22 New York banking and fi¬
nancial institutions."

* * *

Benjamin Strong, President of
United States Trust Company of

New York, announced on June 27
that Carl O. Sayward, Assistant
Vice-President, has elected to re¬
tire from active business on Aug.

1, under the provisions of the
company's retirement plan. Mr.
Sayward has been active in the
financial district for over-c 40

years. During the past 28 years
he has been associated with the
United States Trust Company in
its Investment Department. Mr.
Sayward is leaving: June 29 on
terminal vacation preceding; ef¬
fective retirement on Aug. 1. .*■ "X

In connecticn with the recent

offering to the stockholders of the
Bank of the Manhattan Company
of New York, of 500,000 shares of
new ; capital stock at $21.50 per
share, it was announced on June
23 that subscriptions in excess of
80% had been received. The re¬

maining shares were taken by the
First Boston Corporation and
other underwriters, which offered
publicly on June 23, 93,535 shares,
at $22.50 per share. The offering
was oversubscribed and the books
closed shortly after it was made.
The 93,535 shares of stock offered
together with 4,080 shares previ¬
ously sold by the underwriters
represented the unsubscribed bal¬
ance of 97,614 shares not taken
upon exercise of subscription war¬
rants under an offering of 500,000
shares made to stockholders of
record June 7. Warrants expired
on June 22. Items bearing on the
increased capital of the bank ap¬

peared in our May 5 issue on page
1950, also in our June 9 issue,
pages 2490 and 2514.
Following a meeting of the di¬

rectors of the Bank of the Man¬
hattan Company of New York, on
June 23, Lawrence C. Marshall,
President, announced the appoint¬
ment of Miss Jane M. Lee as As¬

sistant Treasurer and Eugene V.

Colligan as Assistant Trust Of¬
ficer. Since 1943 Miss Lee has

been in charge of the tabulating

department at the bank's main
office, 40 Wall Street. Mr. Col¬
ligan was admitted to the New
York State Bar in 1939. From

1938 to 1940 he was attached to

the'Corporation Counsel's office
in New York City. From 1940 to

1947 he was engaged in private

practice. Since August, 1947 he
has been attached to the corpo¬

rate trust department of the bank.
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Cites Potential Uses of Nuclear Energy
Glenn T. Seaborg says, in addition to Irving large industrial plants, "
it can be used to propel large ships, submarines and airplanes. .

Will enable, establishment of) industries in isolated regions, but
shielding from radiation is difficult problem.

Nuclear energy probably never can be utilized to run automobiles
or locomotives, but it can be Used to prOpel large ships, submarines
and airplanes, Glenn T. Seabord, atbmic scientist, stated i,n an address
at the semi-annual meeting of The American Society of Mechanical
Engineers in ; <S> ' -

San FranCisqp,
on June 29.
• Mr. Sea¬

borg, who is
a member of
t h b General

Advisory
Committee to
t h e . S .

Atomic En¬

ergy'Commis¬
sion, professor
of chemistry
at the Univer¬

sity of Cali¬
fornia a n d
co-discoverer
of fissionable "

isotopes plufonium-239 atid urani-
um-26'6 and of plutonium (atomic
number .94), americiumf (atomic
number 95), and curium (atomic
number 96), spoke at ASME meet¬
ing headquarters in the University
of California Extension Building.
Because of bulky shielding re¬

quirements,, atomic energy plants
will be best suited to stationary
structures, at least at first, Mr.

> Seaborg said, but it is quite possi¬
ble that such machines can be de¬

veloped for mobile units' where

Glenn T. Seaborg

able material is equivalent to
about- 10 million 'kilowatt hours
of heat energy/ he explained.
Thus,one pound burned per day
and converted to electrical power
could supply the power and light
needS^for a city of hundreds of
thousands of people.

^

Problems To Be Solved

Problems that must be solved
beforb atomic energy cStn be made
useful are largely engineering,
Mr. Seaborg continued. The ma¬

chines must run at high tempera¬
tures in order to extract the en¬

ergy in useful form, he explained
and this means there will be prob¬
lems involving materials of con¬

struction.. Construction materials
also must be chosen, from those
whose neutron absorption is small
he said, and this limits the choice
to uncommon substances.
"Adequate coolants which do

not absorb neutrons must be
found and a method for contro
of the reaction must be assured,"
he continued. "It will also be nec¬

essary for the chemists and chem¬
ical engineers to develop vfcry

vczupcu .v. - — efficient procedures to purify the
limitations on space and weight plutonium and uranium and also

to repurify these materials in
order that the unburned fuel may

are not too great.

/ Isolated Regions First
"Thus the earliest uses (of

atomic energy plants) could
profitably be in isolated regions

■' - — — J

be used again.
The staggering amount of radia

tioh emanating from a pile Op
erating at a high power leve

where there is need for additional I makes it necessary to enclose theJ " T"'
nn I"power pile within thick walls ^

E. L. Nye 40 Years
With Freeman & Go.
On July 1, 1949 Ernest Lewis

Nye, one of the senior partners of
Freeman and Co., 61 Broadway,
New York City, equipment trust
bankers, will
round out his
fortieth year
of association
with that firm
and his forty-
fourth year in
the New York
financial dis¬
trict.
M r_ N y e

Commenced
his business
career with
the Guaranty
Trust Co. of
New York on

July 1, 1905
and he re¬

signed from the Guaranty Trust
Co. on July 1, 1909 to enter upon
an uninterrupted association with
Freeman & Co. which still con¬

tinues. Starting as a bond sales¬
man, he was admitted to a part¬
nership in Freeman & Co. on Feb.
1, 1914. While he was with the
Guaranty Trust Co., he became
interested in the financing of rail¬
road equipment and, after joining
Freeman & Co., he became exten
sively recognized as an. authority
on matters relating to car trust
obligations. In addition to a num

ber of magazine articles, he is the
author of: "Equipment Trust
Bonds," published in 1911, "More
About Equipment Bonds," pub¬
lished in 1913, and "The Problem
of Financing Equipment," pub¬
lished in 1924.^
i During the interstate Commerce
hearings on the subject of com¬

petitive : "bidding . for

Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

Ernest Lewis Nye

The government market continues strong and active because thedemand for Treasury obligations is substantial and an expanding in¬terest is being shown in these securities as a result of the statement:by the Federal Open market committee. . . . Evidently, there will be'less selling of Treasuries by the Reserve Banks and lower reserve(requirements and easier credit seems to be in the making. . . . The;jeligible obligations are the bellwethers of the market, with the par-:tially-exempts giving the takables competition for leadership. f. '•* The/1952'eligible tap bonds continue to dominate that group despite thefact that considerable attention is now' being given to the Victorybonds;. ; . - ; h
/ •' ••

4 j." \
- / Although some backing and filling around present levelswould not be unexpected, the technical position of the market Ikstrong because more funds will be available for investment in /governments. 4 ., Federal is still supplying a few of the neededissues and non-bank investors are sellers in a minor way of theeligibles. . Nevertheless, because of changed conditions, thewhole market is expected to seek higher levels. ...

INVESTMENT SUGGESTIONS
In answer to inquiries from out-of-town banks as to which ofithe eligibles should be purchased, with funds that will be available-because of lower reserve requirements, some of the large moneyvcenter institutions'have put forward the following ideas. . . . It is/being pointed out that Where income is needed, the most attractive;bbligation is the ;2^% due 9/15/67/72. . .. Although this is thelongest maturity in the bank list, the 18-year Treasury obligation iffnot considered too long for a substantial part of these banks' funds,

j. . . Most .of the inquiring institutions evidently have, sizable enougKpositions in the shorter maturities to warrant purchases of the mostdistant eligible taxable security. . . . ' r:

Also, it was noted that the 2H% due 9/15/67/72 is the onlyeligible obligation that gives a yield of more than 2%, whteii
rmeans practically np choice, when it comes to the maintenance of rearnings.... Accordingly, the opinion is expressed that the ;2H% tdiie 9/15/67/72 should be considered for purchase by the out-! lying institutions, when putting newly available funds to work
,i in the government market. ... " / !

PRICE APPRECIATION PROSPECTSj ■■ r - • - -

.

; Along,with these thoughts on the 2V2S due 9/15/67/72 for new«funds, goes the opinion that other eligibles, namely, the 2y2S due'ot com* I 1956/58 and the 2Y4S due 1956/59 could be considered for switchingsrailroad [ purposes with the proceeds likewise being invested in the longest"power,"1 he said. "There is no

reason, however, why nuclear re^
actors I cannot^ eventually
adapted to seagoing vessels, es¬

pecially large ships. It may even
be feasible sometime in the future
to use power plants of this type I be loaded and unloaded and the

- -- -s-i

of

concrete, steel or other absorbing
material, Mr. Seaborg said. And
this creates other problems, for
the shielding material must be
constructed so that the pile may

equipment trusts brochures writ- eligible taxabyCMfda/w0 "xv\vvw "V
ten} by Mr, Nye, giving the case j.w?n 'k t ,. .Income- would be ^creased by tKhr
for* bnd against such competitive due 1956/58' te XE f6uUc^j' especially in ease of the 2^s-due 1956/58. . . ..If the market should decline, it is believed that alfc

in large submarines, giving to
such vessels the advantage Of very
long cruising ranges. It is also
probably not out of the question
that eventually* ' such power
plaftts might be used for propul¬
sion of very large airplanes which
are being planned for the future.
It does not seem that it will ever
be possible" to use this source of

'

energy for propulsion of Ordinary
automobiles or even locomotives."

Before any of these uses can be
made of atomic energy, a number
of difficult- problems must be
solved—and that will take time,
Mr. Seaborg told ASME members.
It should be possible within the
next few years to build a machine
th^t will produce enough useful
energy to run a small electrical
generator, he estimated, and with¬
in a decade, to build a power

plant that can produce useful
energy oh the scale of a hundred
thousand kilowatts.

Large Industry Stature
: From this point it is technically
feasible for atomic power plants
to develop to: the stature of large
industry, said Mr. Seaborg, but
he djd not.think any appreciable
fraction of the world's energy
would be produced in this man¬
ner for several decades.

"It is not out of the question
that atomic energy will eventually
compete economically with coal
as a source of energy," he said,
"but it is also quite possible that

. this will never be the case except
for localities where transporta¬
tion difficulties make the price of
coal very high."

, Even should the atomic source

never provide cheaper energy that
the present common sources, it
still will have an important,
though more limited, - future be¬
cause of its advantages as a com¬

pact and almost inexhaustible
\ source of energy, Mr. .Seaborg
pointed out. One pound of fission-

coolant carried in and out. Yet the
shields must be not only radia¬
tion tight, but air tight, since air
exposed to the .radiation of the
pile would become radioactive.
• ——

Johnston Appointed
Public Gov. of NYSE
Emil Schram, President of the

New York Stock Exchange, has
announced the election of Gale
Faulconer Johnston as a Public
Governor of the Exchange. Mr.
Johnston was nominated by Mr.
Schram. Mr. Johnston fills one of
two vacancies;; John Q. Adams
and C. Robert Palmer, previously
Public Governors, having retired.
Mr. Johnston is President of

Mercantile-Commerce Bank and
Trust Company,' of; St. Louis,
which office he.assumed in 1947.
He was previously Second Vice-
President of the Metropolitan Life
Insurance Company, in charge of
all group sales activities. He be¬
came ' associated with tl^-Metro¬
politan Life InsuranpeiCompany
in 1925, following graduation from
Princeton University. Before en¬

tering Princeton, Mr. Johnston
was active in newspaper work in
Missouri.

He was born 50 years ago, in
Jonesburg, Missouri. His director¬
ates include Metropolitan Life
Insurance Co., Laclede Power &
Light Co., Portland Cement Co.,
and St. Louis Public Service Co.

bidding and introduced into the
direct testimony by the late Otto
H. Kahn, created widespread dis¬
cussion. Mr. Nye is credited with
much of the expansion of financ¬
ing for privately owned car lines,
bus lines, and tank ship com¬

panies, his firm having under¬
written many millions of SilCh se¬
curities, including loans for Union
Tank Car, Sinclair Consolidated
Oil, Beacon Oil and Transport,

of these issues would ihove in about the same ratio. . ... On the other ,hand, the possibilities of price appreciation appear to be much"better in theY^s due 9/15/67/72 than in the shorter maturities, t.i
; It is also felt that the 2Ms due 1956/59 and the 2*/2Sr due1956/58 would be more vulnerable to a note issue or inter* >mediate-term obligation than would be the longest eligible ;taxable obligation. . . . *

.

INELIGIBLE 2Hs IN DEMAND
/

1 Savings banks continue to let out not too sizable amounts ..of;the 2%'tf due 9/15/67/72, with part of the proceeds going into thefChicago Motor Coach, and other I longest tan hnnHc""-nrL' - - ~ „

leading companies. *'• *- - - r - Spread betwqen these securities is about:
He was also one of those in¬

strumental in 1925 in the organi¬
zation of the North Western Re¬

frigerator Line which since then
has furnished the refrigerator car
equipment for the Chicago &
North Western Railroad and of
which company he is still a mem¬
ber of its board of directors. In
1926 in association with the Amer¬
ican Car and Foundry Co.r there
was formed the Shippers Car Line
Corp., third largest operator of
tank cars in the United States, of
which company frfe is now Chair¬
man of the board of directors.

His present directorships in. ad¬
dition to those mentioned include
memberships on the boards of di¬
rectors of American Car and

Foundry Co., American Car and
Foundry Investment Corp., North
American Car Corp., Western Re¬
frigerator Line, L. C. L. Corp.,
Kansas City Car Co., and Acme
Tank Cat Co. He expects to con¬
tinue his active interest in rail¬
road equipment matters and is
particularly active at this time in
efforts being made to standardize
and modernize present day freight
and passenger equipment

Joe McAlister Forming
Own Securities Firm
GREENVILLE, S. C.—Joe Mc-

Alister is forming Joe McAlister
Co., with offices in the Woodside
Building, to conduct a securities
business. Mr.- McAlister was for¬
merly Vice-President of Mc¬
Alister, Smith & Pate,* Inc.

,■ Robt. Strauss'Transfers
CHICAGO, ILL.—As of July 1,

Robert Strauss & Co., Board of

Trade Building, will transfer
their private wire to the offices
of Strauss Bros., Inc., 32 Broad¬

way, New York City, which firm
Will be their correspondents in
New York.

as wide as it has been in a long time and this makes more attractive -the swap from the banks into the restricted obligations. ... . The 2%;% ;due 6/15/62/67 still appears to be the most sought-after issue in theineligibles with sizable acquisitions being made in this obliga¬tion.}. >7
This bond is the first of the tap obligations to become bank- :

eligible and the eligibility-conscious buyers now seem to have - igiven preference to this security over the 214s due 1959/62. . . i

PARTIAL EXEMPTS HAVE FOLLOWING
The partially-exempts continue to be in good demand with the.buying coming from large banks in the big money centers. . , .;Despite profit-taking because of the high level of prices, which hasincreased the supply slightly, these obligations have found a ready1home. . . . As usual the 2%% due 1960/65 is the leader with the 27/$%;due 1955/60 not far behind. , . . Funds that might have been put infully-tax exempt obligations are being invested in the longest par7tially-exempt Treasuries, because of the greater marketability of thegovernment securities. . . .

Good-sized blocks of the longer taxable eligible bonds are *
being taken by deposit banks in the Southwest and the Pacific '
Coast area. . . . Not. so substantial purchases are also being made - >by these institutions in the partially-exempts. . . * They are -sellers of the nearer-term obligations. ...

LOAN VOLUME INCREASE SEEN

Certain followers of the money markets believe the loan cprvewill flatten out shortly, after which there should be some recovery inborrowings. . . . This would take part of the demand out of; the
eligible market. . v. However, the extent of the effect, upon the gov¬ernment market will depend upon the amount of loans, which arenot expected to be too sizable when they do come. . . . It is believedthat the loan recovery when it does materialize will affect the
shorter-term Treasuries more than the longs, because the- depositinstitutions do not want to part with their higher-income issues,.

Reynolds Adds Two
, . (Specip.1 to The FinanctaI Chronicle)

WINSTON-SALEM, N. C. —

Charles A. Blackburn', Jr., and
Walter E. Gladstone, Jr., have
been added to the staff of Rey¬
nolds & Co., Reynolds Building.

With Abbott, Proctor :

And Paine
(Special to The Financial Chronicle)

•

CHARLOTTE, N. C.—Alfred B.
Fitsgerald is with Abbott, Proctor
& Paine, 212 South Tryon Street.
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Securities Salesman'sCorner
By JOHN DUTTON

The other evening quite by accident I was given an excellent
sales presentation by a friend of mine that I would like to pass along
to all of you who are looking for a shortcut to selling balanced
mutual funds. Most sales presentations are too long. Often the gaps
between attention, interest, desire and action are labored. Every
surplus word which could be avoided tends to dull the interest of
your listener. If a court stenographer took down the average sales
presentation verbatim, and then gave it back to those of us who
inflicted the original punishment on our prospects, it is quite likely
that we might not believe that all those extra and unnecessary words
ever came out of our own mouths. Creative selling is an art wherein
the correct choice of words will do more to bring about the desired
result than any other factor. Where one word will do the work of
several then use it—here is a sample of a concise presentation based
upon the principle of brevity:

Mr, Jones, have you ever wondered why some great fire and
casualty insurance companies have paid dividends for over a cen¬
tury, and also our largest estates, universities and trust companies
have been successful, even in periods of depression, when it comes
to their investments? And have you also noticed that so many indi¬
viduals, especially the smaller investors (the ones who have worked
the hardest to build up their capital) lose money on their invest¬
ments? A study of this situation shows that almost 90% of successful
business and professional men have lost money on their investments.
(Prospect will usually agree.) (If he doesn't say something, ask the
question, "Isn't this your observation, Mr. Jones?")

? The answer to the success of the insurance companies, trust
funds, etc., is due to certain correct principles which they apply to
their investments. For instance they use the principle of hedging.
When common stock prices are high they own less common stocks
(usually about 40% of their total investments) and when common
stock prices are low they buy more common' stocks (usually about
60% of their total funds). In other words, they divide their assets
into bonds, high-grade preferred stocks and other fixed value invest¬
ments, and they vary the amount of common stocks which they own
in accordance with the price level of these fluctuating assets. Of
course, in addition to this sound method of protecting their total in¬
vestment, they constantly watch over the stocks which they own.
They have investment experts that spend their full time supervising
the securities whteh they hold.* This way they protect the quality of
their investments from depreciating. Last but not Jeast they also
diversify their holdings by owning a complete cross-section of rep¬
resentative investments in the very soundest companies. They do
not gamble on speculations, futures, hopes and untried ventures.
They always have income from their investments under every sort
of business conditions. Even during the country's worst depression
years, these great institutional investors enjoyed excellent income
from their stocks and bonds.

Until recently, about 20 years ago to be exact, the average inves¬
tor had to go it alone. Most people as you know are forced to rely
upon a few securities for their total income. Many, times they buy at
the wrong time and sell at the wrong time. Unlike the successful
investors which I have mentioned, they do not keep a balance be¬
tween cash, savings accounts, government bonds, high-grade pre¬
ferred stocks, high quality short-term bonds, and their common stock
holdings. Isn't it true that most people spend most of their time
making their money and only a few hours a month (if that much)
are devoted to watching over their investments after they buy them?

Today however, it is possible for an individual with even a
modest investment program to enjoy all the safeguards and advan¬
tages that have proved to be 100% successful for some of our great
insurance companies, universities, etc. Here is the way it works.
Then explain your fund briefly, asking questions as you go along,
such as, "Is that point clear to you, Mr. Jones?" "Doesn't that sound
like common sense to you?" "Am I explaining this clearly to you?"

If you can show your prospect how to stop his losses, if you can
show him how he can enjoy the same safety as the insurance com¬

panies provide for their stockholders and policy holders, and if you
can show him an average return of 5% on his money you should
close a lot of business. This entire sales talk should not consume

over 30 minutes from opening to close. If you analyze it you will
find that you have presented the following sound ideas:

(1) There are successful investors.
. (2) They follow a tested program which insures successful re-

. , ^ , suits.
(3) Most individuals lose money on their investments.

- .v (4) The reasons why this is so.
(a) Lack of balance between nonfluctuating and fluctuat¬

ing investments.
(b) Lack of adequate diversification.
(c) Lack of supervision.

(5) You can be as successful as the insurance companies, insti-
. tutions, universities, etc.

(6) Here it is. Balance, adequate diversification, constant super¬
vision.

(7) The close. Why not follow.the road that has proven success-

/•; ful? Why continue the same policy which only leads to
losses and depreciation of your assets? Obtain 5% and have

r; peace of mind. Hire experts to help you with your invest¬
ments the same as the insurance companies, etc. This is the
sure way to investment success. Convenient, and profitable.

, i..

It Is Their Business, but...
"I have for some time felt, with growing appre¬

hension, that this bill (for nationalization of the
iron and steel industry) for lovers of freedom, marks
the parting of the way. ^

"I feel that with even the present control Over
the whole of our national life, which is at present
legally in the hands of the Government, control has
reached dangerous proportions, especially if that
Government itself is ever controlled by irrespon¬
sible, malicious or revolutionary persons.
"The road on which we are traveling leads to a

precipice at the foot of which clearly emerges the
totalitarian State."—Lord Milverton in announcing
his departure from the Labor Party. .

The political forms or principles the British peo¬
ple chose for themselves are, of course, their own
affair. They have, however, persuaded us (or did
we persuade ourselves?) that somehow we must
underwrite the continued existence and the vigor
of their economy. The thoughtful American will
therefore feel comforted that such men as Lord
Milverton exist in that troubled land.

Ralph Hendershot Galls for More Efforts by
Securities Underwriters

Financial editor of New York "World-Telegram" cites successful
sale of Texas Union Oil Corporation's common stock by Stewart
J. Lee & Co. as illustrating equity capital can be obtained even for
small concerns, if underwriters are "willing to fight for it."
In an editorial article in the New York "World-Telegram" on

June 7, Ralph Hendershot, financial editor of the paper, cited the
recent successful sale of 800,000 shares of the common stock of the
Texas Union Oil Corporation by the underwriters, Stewart "J. Lee

& Co., New$>-
York City, as
an indication
that venture

capital for
small as well

as large cori-
cerns will be
for thcoming,
if underwrit¬

ers put forth
the necessary
efforts. Speak¬
ing of the
trans action,
Mr. Hender¬

shot said:
"This is a

small opera¬

tion as business goes today but it
is significant, coming at a time
when i big business leaders are

complaining , about the lack of
venture capital. It suggests that
even the more speculative stock
issues can be sold if underwriters

get out and plug.
"Nor is this deal an unusual

one. Many small security dealers
have been raising money for their
clients— money which could not
have been obtained if they had
not gone out and literally rung
doorbells. And the cost of this

money has been high, compared
with the financing costs of big
companies. The main point is,
however, it was obtained and it
was put to work.

Ralph Hendershot

Company Has Grown
"

'Beginning less than a year ago
with one Well on a 25-acre lease,'
the letter from Mr. Long (Presi¬
dent of Texas ^Union Oil Com¬

pany) goes on to say, 'the com¬

pany has progressed to a point
where it now has more than 6,000
acres under lease in Louisiana,
Texas and New Mexico. And it
now has seven producing wells in
Louisiana and one in Texas and

plans to drill 10 more wells this
summer.'

"The chances are these wells are

not big producers, but they show
that the pioneer spirit is not lag¬
ging in industry. People still
stand ready to go out and beat
the bushes in search of new wealth
if they are provided the where¬
withal to do so.

"But on the New York Stock

Exchange stock prices recently
established a new low for many

months and industry is asking the

public to dig down for more ven¬
ture capital. And in most in¬
stances, the demands do not come
from wildcatters, as was the case
with this oil company.
"It was of the greatest impor¬

tance that our big corporations
were obliged to go into debt and
withhold funds from stockholders
in order to expand their opera¬

tions during the last few years to
meet the demands of the public
for goods and services. They were

able, it seems, to get but very lit¬
tle money through the sale of
common stock.

Public Is Not at Fault

"Seemingly the public is not at
fault, as might be supposed. Proof
of this is available in the fact that
a small, relatively.,unknown oil
company was able to get money
for drilling purposes.

"This leads to the conclusion
that the big underwriting houses
are not putting forth the efforts
necessary to keep industry sup¬

plied with capital. It may very
well be, as they claim, that they
cannot afford to do a bell-ringing
job, but, with the welfare of the
nation's economy at stake, it is
about time they did something
about it. Certainly they need
'take-home' pay, too, but they
should be willing to go out and
fight for it."

National Banks May
Underwrite Bonds

Issued by World Bank
Both the House and Senate, on

June 21, approved the bill to
enable national banks and state
banks belonging to the Federal
Reserve System, if permitted by
state laws, to underwrite and
deal in securities issued or guar¬

anteed by the International Bank
for Reconsurtudtion and Develop¬
ment. The bill also permits the
Bank to sell securities without
filing registration statements and
prospectuses with the Securities
and Exchange Commission, but
gives the SEC authority to de¬
mand registration statements if it
decides an exemption is not in
public interest. The Bank is also
reauired file the "sual annual
reports with the SEC.

Chicago Stock Exch.
Standing Committees
CHICAGO, ILL. — Homer P.

Hargrave, recently reelected
Chairman of the Board of Gov¬
ernors of The Chicago Stock Ex-

Homer P. Hargrave

change, announced appointment
of the following standing com¬

mittees, to serve for the ensuing
year:
Executive — Reuben Thorson,

Chairman, Paine, Webber, Jack¬
son & Curtis; Walter J. Buhler,
Vice-Chairman; John R. Burdick;
Ralph W., Davis, Paul H. Davis &
Co.; Charles R. Perrigo, Horn-
blower & Weeks.
Admissions— George F. Noyes,

Chairman, Illinois Co. of Chicago;
Robert A. Gardner, Vice-Chair¬
man, Mitchell, Hutchins & Co.;
John W. Billings; Carl J. Easter-
berg, Riter & Co.; Robert F.
Schenck, Jr.
Finance — Norman Freehling,

Chairman, Freehling, Meyerhoff
& Co.; Leonard J. Paidar, Vice-
Chairman, Goodbody & Co.; John
W. Billings; Sampson Rogers, Jr.,
McMaster Hutchinson & Co.;
Frederick M. Tritschler, First
Boston Corp.
Floor Procedure — Chancellor

Dougall, Chairman; John R. Bur¬
dick, Vice-Chairman; August I.
Jablonski; Earl F. Nietzel, Web¬
ster, Marsh & Co.; Frank E.
Rogers; Sampson Rogers, Jr.; Wil¬
liam H. Sills, Sills, Fairman &
Harris.

Judiciary — Sidney L. Castle,
Chairman, Carter H. Harrison &
Co.; Hulburd Johnston, Vice-
Chairman, Hulburd, Warren &
Chandler William A. Fuller, Wil¬
liam A. Fuller Co.; Chapin S.
Newhard, Newhard, Cook & Co.;
Edwin T. Wood.
New Business and Public Rela¬

tions— John W. Billings, Chair¬
man; George F. Noyes, Vice-
Chairman; Andrew M. Baird,
A. G. Becker & Co.; Irving E.
Meyerhoff, Freehling, Meyerhoff
& Co.; Edwin T. Wood.
Stock Listing—Charles R. Per¬

rigo, Chairman; William H. Sills,
Vice-Chairman; Walter J. Buhler;
John J. Griffin; Reuben Thorson.
James E. Day was reelected to

the office of President, and the
following officers were reap¬

pointed: Raymond M. Day, Vice-
President; Carl E. Ogren, Vice-
President & Secretary; Walter R.
Hawes, - Treasurer; George J.
Bergman, Assistant Secretary;
Martin E.. Nelson, Treasurer
Emeritus.

FIG Banks Place Belts.;
A successful offering of two is¬

sues of debentures of the Federal
Intermediate Credit Banks was

made June 21 by M. G. Newcomb,
New York fiscal agent for the
banks. The financing consisted of
$28,395,000,-1%% consolidated de¬
bentures dated July 1, 1949, due
Jan. 3, 1950, and $57,775,000 1.55%
consolidated debentures dated

July 1, 1947 and due April 3, 1950.
Both issues were placed at par. Of
the proceeds $62,430,000 will be
used to retire a like amount of
debentures maturing July 1 and
$23,740,000 is "new money." As
of the close of business July 1,
1949, the total amount of deben¬
tures outstanding will be $622,-
180,000. . . , -
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Sen. Alben Barkley

Marshall PlanWillNet Sap Our Strength: Barkley
Vice-President tells N. Y. State Bankers we propose not only to
remain strong, but also to grow stronger. Says we should avoid

economic extremes and praises Employment Act of 1946.

Addressing the New York State Bankers Association at Spring
Lake, N. J., on June 18, Vice-President Alben W. Barkley denied that
there is danger that Marshall Plan aid to Europe and Asia will sap
our strength or exhaust our economic resources. "Some of little faith
tremble at the

magnitude of
what we have

undertaken,"
Mr. Barkley
stated ip his
talk. "They
fear that our

strength will
be sapped and
our treasure,
if not our

. lives, lost . in1
the enterprise.
But the spirit
of the pioneer
is not dead

among us.
Men of vision

and of confidence in the future
are not lacking, I may say, in
either of our great political par¬
ties. We propose not only to re¬
main strong, but to grow stronger.
We are not so lacking in will or
wit as to let this nation be
wrecked by reckless squander¬
ing of our resources—human, ma¬

terial, or financial.
"We sometimes forget, in our

day-to-day preoccupations and
occasional political debates on this
or that policy, how massive is the
accumulated strength of this na¬
tion and how well fortified it is
against the dangers of economic
collapse."

Continuing his address, Mr.
Barkley remarked:
"There were pessimists who

scoffed at the idea that we could

accomplish even a small part of
what we set out to do when war

came. The most erring of pollsters
were models of accuracy com¬

pared with those—some of them
in public life and aspiring to
higher office—who so badly un¬
derrated our capacity to build air¬
planes and our ability to bring
production,, underestimated even
by the optimists, so swiftly to un¬

precedented peaks. We have the
industrial equipment today, much
of it converted to peacetime uses.
It was not blown up by the
enemy. We have, despite our
tragic loss of life, a far greater
manpower than ever, and far
more men trained in the indus¬
trial skills. Indeed, what some
seem to fear is that we have too
much capacity, too great an abil¬
ity to produce the goods and ren¬
der the services that contribute
to the wealth and progress of the
country, It is true that we have
been running at a capacity far
beyond anything we have ever
before known. It is true that in¬

flationary pressures have fanned
the fires and stoked the furnaces.
Some who look backward measure

today by yesterday. We could bet¬
ter measure tomorrow by what we
were able to accomplish in war
and in the swift reconversion to

peace. It has dumbfounded the
world and confounded the skep¬
tics.-

"I do not wish to imply that we
can be complacent. More than
ever we must be alert to hold our

course between economic ex¬

tremes. We caqnot be weak at
home without being weak abroad.
We shall be strong abroad, and
able to use our strength in helping
others back to economic and po¬

litical health, only if we are

strong at home. I do wish to say,

however, that we sometimes fail
to balance the assets against the
debits on our national ledger. Be¬
cause our economic machine, un¬

der the impetus of recordbreaking

conditions, has been running at a

dizzy speed, we are inclined to be
alarmed rather than relieved if

the pace slows down towards a

more moderate, sustainable rate.

"The Employment Act of 1946
is one of the great legislative
landmarks of our economic his¬

tory. It is a mandate and a guide
for government policy. Its objec¬
tive is stable economic progress.
And that means the highest levels
of employment and production
that can be achieved and main¬

tained. It means that policy and
action should be directed against
excesses either of the upswing or
the downswing of economic cycles.
Because of the intense inflationary
pressures which are the inevitable
consequence of war, national pol¬
icy has sought to restrain, if it
could not altogether prevent, in¬
flation. Conversely, the mandate
calls for policy and action to re¬

strain, if it cannot altogether pre¬

vent, the opposite swing of the
pendulum to deflation.
"It is easy to understand the

anxiety of the businessman whose
sales and profits have been phe¬
nomenal, and .who finds, as the
more urgent demands are satis¬
fied and the strongest inflationary
pressures are abating, that the
speedometer needle is dropping
back. But he has known all along
that the postwar speed has been
abnormal, that it could not, and,
in fact, should not be sustained.
It is understandable that he is

wondering how great the slow¬
down will be. Yet he knows that
the economy is riot going to stall.
And he knows that there are no

insuperable, or, for that mat¬
ter, very formidable obstacles on
the road ahead. Individually he
may not find the reduced speed as

exhilarating, but he knows in his
heart that it is healthier for him
and for all of us. What we have

sought is to curb the reckless,
dangerous speed—to adjust to a

pace that can be steadily sus¬
tained and accelerated safely as

technological knowledge and im¬
provement make it possible. What
many believe, and ail of us should
fervently hope, is that we are

levelling off to a safer, sounder
pace. That is what we have all
sought. There is no reason- for
deep pessimism if we have suc¬
ceeded. The danger is not that we
will come to a standstill, but that,
through unreasoning apprehen¬
sion, we may prematurely press
down the accelerator again.
"We would do well to consult

the road map—it is very reassur¬

ing. Not only do we have the
greatest, most modern equipment
for industrial and agricultural
production in history and in the
entire world, not only do we have
the best trained, the highest
skilled manpower, but we have
the soundest banking and financial
structure in our history. Even the
perfectionist, who can find flaws
in anything, would have to admit
that the banking and credit struc¬
ture was never less vulnerable,
never more solidly founded. Total
loans and investments of all com¬
mercial banks amount to some

$115,000,000,000, not far from three
times the 1939 total— but more

than half of the total is invested
in government securities. And no

one will deny that the American
dollar commands the confidence
of the entire world, including the
areas behind the Iron Curtain.

"The volume of our money sup¬

ply—which means basically bank
credit—was excessively swollen

by the exigencies of war finance.
It has been excessive ever since

the war. Because more dollars

havd been bidding for goods and
services than there have bepn
goods and services to buy, prices
have risen. That is the essence of

inflation. There would be ground
for apprehension if this condition
were to go on unchecked. Through
taxation and other restraints, it
has been possible to moderate the
continued growth and the rate of
use of the money supply, pending
the time when the supply of goods
and services could come into
closer balance with it.

"If, as is to be hoped, we are

witnessing the long-desired lev¬
eling off, then we are approaching
the far healthier condition of a

more natural, competitive market,
in which lower prices, better
quality, better service, and good
salesmanship once more are dom¬
inant. This nation owes its un¬

paralleled growth and strength to
the competitive spirit and to ener¬

getic enterprise. Its return is to
be heartily welcomed, not feared.
There will be some economic cas¬

ualties—among some speculators,
among some who have taken un¬

due advantage of abnormal public
demand. I am told that the num¬

ber of dealers in one much sought
after article has quadrupled since
before the war. Some of them may
have to go back to work when
business is restored to a healthier

competitive condition.
"The best thing that can happen

for the country, for all of us taken
in the aggregate — and allowing
for some individual hardships—is
to go through the ultimate inev¬
itable readjustment necessary to
bring about better balanced rela¬
tionships within the economy. We
have suffered some severe distor¬

tions and dislocations, as a result
of the abnormal conditions gen¬
erated by war. Many groups, espe¬

cially the fixed income groups,
have been priced out of the mar¬

ket. If the spread between the in¬
comes of those who have been

victimized by inflation, and those
who have managed to keep pace
with the rising cost of living or
to profit from inflation, were^to
be widened, it would be increas¬
ingly more difficult, or impossible,
to carry on business between
them. That is why government
policy has been aimed at prevent¬
ing further widening of the
breach and towards a return to a

relationship that can be sustained.
On that basis we may look ahead
confidently to a steadily expand¬
ing economy and a higher, more

widely enjoyed, standard of living.
"It would be a serious mistake,

in my judgment, to postpone nec¬
essary readjustment. It would be a

mistake not to arm. the Adminis¬
tration with sufficient standby
means of arresting a renewed up¬
ward spiral that would accentuate
the distortions and make ultimate

readjustment more difficult. It
would be a misreading of the eco¬
nomic portents to mistake healthy
readjustment for dangerous reces¬
sions. We have never before had
an economy so well buttressed
against any excessive downswing.
There is no indigestible mass.of
speculative bank, stock market, or
real estate credit to be overcome

today, as there was in the early
thirties. We have enormous back¬

logs of needs and wants to fill, in
housing, automobiles, and count¬
less appliances. We have scarcely
begun to make the public im¬
provements, set back by the war,
which must ultimately be made by
States and municipalities, let alone
the Federal Government. The na¬

tional budget is not being crit¬
icized as too penurious in its out¬

lays for foreign aid, for defense,
and for its manifold other pur¬

poses. All the criticism that I
have seen—no meager amount—is
the other way, notwithstanding
the President's herculean efforts

to pare the budget to the lowest
possible levels consistent with our

national safety and our obliga¬
tions to our own citizens. In any

event, viewed merely from an

economic standpoint, the volume
of government expenditures is a
Iromnnrlniif ciicIortiiinO fnrr>P " i

Says 40-Honr Week Creates Emergency
For the Railroads

Gustav Metzman, President of New York Central asserts shorter
work week, along with 7c per hour pay rise, increases basic pay i
rate of shop mechanics 25% just at time when rails are feeling '

impact of declining business.
The mandatory inauguration on Sept. 1 of a 40-hour week with

48 hours' pay for nearly a million non-operating employees is create
ing "one of the greatest emergencies in the entire history of rail¬
roads," the New York Central's President Gustav Metzman declared

. at the annual^ — n-r

Gustav Metzman

meeting of the
Median i c a 1

4 Pi vision
of the Asso-
ciation of

American
Rail roads in

Chicago on
June 27. Mr,
Metzman said

the situation
"has made the

production of
much greater
effici e n c i e s

imperative to
-our very sur¬
vival as an in¬

dustry."
"This shortened work week, re¬

sulting from the recommendations
of a Presidential emergency
board, was inaugurated in most
other industries at a time when
few employees were working
more than 40 hours a week," he
continued. "It also was introduced

gradually—with a 44-hour week
the first year, a 42-hour week
the next year, and then a 40-hour'
week the following year. In
sharp contrast, the railroads are

required to place the 40-hour
week in effect in a single step.
"Including the seven cents an

hour raise effective as of last Oct;

1, the 40-hour week will repre¬
sent an increase in the basic day
rate of shop mechanics, for ex¬

ample, of approximately 25% in
less than a year.
"Worse yet, the change to the

40-hour week, with the burden of
additional employment that it
imposes, must be made in a pe¬
riod when we already are feeling
the disturbing impact of declining
business. Thus we all are faced—
little more than two months hence
—with one of the greatest emerg¬
encies in the entire history of rail¬
roads.
"I have stated the immensity of

this problem, not so that we
would feel sorry for ourselves, but
so that we would be freshly re¬
minded of the immensity of the
challenge with which we are

faced, of the problem which we
must lick."
The Central's president de¬

clared that "we are going to have
to do mere constructive thinking,
and in a shorter period of time,
than we ever have done before."
He suggested a number of super¬
visory approaches to the problem
of greater productivity, including
reviewing, "with a critical eye,
every procedure, every operation
—regardless of how long we have
done it that way," and went on:
"We must utilize every modern

supervisory technique—and there
are literally scores of them avail¬
able—in educating our employees
to the necessity of doing a good
day's work, every day, and we
must personally see that they ac¬

tually do this. In the hearings
which resulted in the Presidential

emergency board's findings for a
40-hour week with a 48-hour pay,
the unions' national representa¬
tive made much of the argument
that through fewer working hours,
employees would be fresher, and
thus would produce more work
per hour.
"Our efforts to cope with the

40-hour week problem can suc¬
ceed only if our employees re¬

spond to the obligations to" do
more arid better work. With all
the persuasiveness at our com-,

mand^we must appeal to the local
union representative to back us

up, thus backing up the greater
productivity promises of the na-
tional leaders." . I f

Mr. Metzman pointed out that
"this task which you have is a big
job; indeed, I cannot recall when
we ever have faced a greater job'
in such a short period of time. I
am confident that the mere pres¬
ence of a hard task will not make
us falter, but rather, will increase
our determination to succeed. It
has been said that 'we would ac-

complish many more things if we
did not think of them as impos¬
sible.' We have accomplished
the seemingly impossible before,
and I have faith that in this

emergency, just as in those of the
past, railroad men will demon¬
strate once more the stuff of
which they are made."

Forecasts Increase in

Optical Goods Sales
M. H. Stanley, President of Uni-
vis Lens Co., tells members of the .

industry's Distributors School at
Columbus, ophthalmic products
industry is exception to trend. .

A dispatch from Columbus, Ohio
to the New York "Herald-Trib¬
une" on June 26 reports that
according to M. H. Stanley, Presi¬
dent of Univis Lens Co., Dayton,
Ohio, the United States optical
industry will probably, show a
sales increase of 15% over 1948,
the previous record year, when a
$400,000,000 volume of consumer
sales was made.

Mi\ Stanley appeared at th£
opening of the industry's first
Distributors School, adjacent to
the campus of Ohio State Univer¬
sity, said the ophthalmic products
industry is one of the few excep¬
tions to the trend of most busi¬
nesses, which are facing a decline
in profits and volume.
Mr. Stanley urged the industry

to develop better merchandising
techniques, make the public more
conscious of the need for eye care
and provide better equipment for
eyesight specialists, and develop
an intensive research program.':;

/ )A. E. Ames Co. Makes
Official Changes
A. E. Ames & Co., Inc., 2 Wall

Street, New York City, announces
that. H. R. Tudhope, formerly
President, has been appointed to
the office of Chairman of the
board. J. B. How, formerly Vice-
President will succeed Mr. Tud-
hepe as President. A. G. Curry
has been appointed Executive
Vice-President, and W. M. Alley
has been appointed Vice-President
of the company.
The board of directors consists,

of Mr. Tudhope, Mr. How, F. J.
Coombs, C. E. Abbs, and W. B.
Macdonald. All of the directors
and officers have been associated
with the company since its incep¬
tion. •
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Building a Successful Sales Organization
(Continued from page 4)

business set-up where the new
salesmen were gradually absorbed
Into the firm ior about six weeks
or so, and then educated m a
three-months' training school. .

Subsequently the firm provided
prospect leads. When out calling,
at the mere mention of the name

of your important house, the re¬
ceptionist* was supposed to open
the door; and if you worked for
fialsey, Stuart, or the National
City Company, or Dillon Read, or
Harris Forbes, you were supposed
to get by all the doors into the
inner sanctum of Mr. Big, himself.

'

Now, if we go back beyond the
1920s just a little bit, say about
1900, the story of investing was
pretty much what? If a lawyer
Invested for a widow, it meant the
purchase of a local mortgage. And
if a businessman had some extra

; money, he bought an interest in a

planing mill or a lumber yard or
a small commercial building on

Main Street. Our railroads were

largely financed abroad. There
• were only a few railroad securi¬
ties bought in this country. At
that time only a few stocks were

-purchased here on the North At¬
lantic seaboard. I remember hear¬
ing William A. Parker of Boston
talk about going out to sell Incor-
•porated Investors in 1927 through
Nebraska and Iowa. He said the

'people there hardly knew what
"Common stocks were. We bought
.government bonds, Liberty 4V4S
enuring World War I; and the na¬
tion was supposed to have been
made "securities-minded" as a re¬

sult of the patriotic purchase of
bonds.
It is that business of the 1920s

that has "jelled" in the minds of
most people in our trade—jelled
with us just like earlier customs
jelled for Mr. Hewlett. All of us
resist change, we persist in look¬
ing back to the 1920s, wanting the
business to continue even into the
1950s as it used to be.

"Change" Is Law of Investment
The first law of investing is

"change." Then why not recognize
that change has affected the meth¬
ods of conducting this business?
We had a securities price decline

. from 1929 to 1932 that dented an

awful lot of enthusiasm for con¬

tinuity of the investment business.
We had another contraction from
1937 to 1938. Do you remember
the comment then? Many of the
nice young gentlemen from the
Graduate Schools of Business Ad¬
ministration then working for in¬
vestment houses originated the
comment "Back to Industry." They
left us for other fields. After 1938,
"the bright young men from uni¬
versities placed the investment
"houses on the non-preferred list.

. Must Expand Field
The investment business has

"gone through some horrible grpw-

;ing pains and some terrible tran¬
sition periods. But are we willing

' to face * our problems today—to
Adjust or Perish? We can't keep
Von selling, the wealthy people
alone. We can't keep on selling
high-grade bonds to banks, and
insurance companies, and make
any money on the basis of present-
day overhead. •

If we take the whole business
on the basis of external factors
and internal factors and" try. to
understand what makes it tick,
and if we are willing to do that
on an unprejudiced basis, we will
come out with some strange an¬
swers.

*

Regarding the exterior factors,
we must plan as of today not as

of the 1920s. Is this a desirable
field to be in? Is there any money
.in it? All of us in this room,

thinking -about the investment
^business, have one common ob¬
jective, and you know what that
Objective is—the dollar sign.
When I became a member of a

history class in a New Oreans high
school the professor said: "Why
do you boys want to take this

course?" One chap answered: "Oh,
Professor, everybody knows you,
and I want to be in one of your
classes." Another boy was asked:
"What do you want to be in this
class for?" The answer was: "Well,
my father is quite a student of
history, and I want to learn about
the Romans and the Greeks." And
to another he said: "What about

you?" and finally the honest or
realistic answer came: "I want
five credit points toward gradua¬
tion." (Laughter.) We are in
in this business to make money,

fellows, and 'let's not get away
from it.

Maybe this is the wrong indus¬
try. Maybe now is the wrong time
to be here. What is the govern¬
ment's attitude toward "Wall
Street"? What about the trend to

the "left"? Are tax laws a hin¬
drance? Do our prospects—our
market—^have buying abilities? Do
you see an advantage in being an
institutional bond salesman?
Do you want to be a registered

representative with one of the
New York Stock Exchange mem¬
ber houses? Do you want to be
with a firm that is a fiscal agent
fo*' many business organizations
and foreign governments? Do
you see an advantage in being
with an over-the-counter house
that retails underwritings and un¬
listed securities? Do you-want to
be with a house which has the
"know how" on mutual invest¬
ment funds? "Fortune Magazine"
says there are 4,000 dealers sell¬
ing funds. Retailing these funds is
a personalized business, it's spe¬
cialty selling. There are not many
huge organizations like Merrill
Lynch, like Harris Upham, and
like Carl M. Loeb, Rhoades. The
firms are of varying size, but
mostly they are small. So what
size and type of house do you wish
to consider? "

What Kind of Personnel?

Do you want to have a "quality"
type personnel and a quality, type
business where ycu are dealing—
as we say around the rest of the
nation—with the Cabots and the

Lodges? Or do you want to have
a personnel qualified to deal with
the "average American"? What
kind of personnel are you looking
for? The fellows I want as retail
salesmen are just "plain Joe's,"
regular guys, and I have my rea->
sons. What is your objective?
"Mass production." I wonder if

that isn't the salvation of our busi¬

ness, and I am going to touch
on that later. You " have a

great opportunity to contribute
to the body politic, in the
large sense. I don't know any

way in which you individually
could fight Communism better
than to join in with the potent
and active foes of Communism,
the Church groups and the Amer¬
ican Legion—you yourself con¬

verting a lot of people to "owner¬
ship" type securities; so that they
may have a stake or a part-own¬
ership in American industry; a

partnership rather than a creditor
position. Ownership Plan—stocks.
Rather than the Rental Plan-

savings deposits and bonds.
Do you remember the story of

the valet who frequently attended
Communist meetings, and came
home one night to his wealthy
employer with this comment: "No
more Communist meetings for me!
We had a marvelous speaker, and
he said all the wealth in the
United States, if divided up, would
make $4,221 available for every
man, woman and child in America,
Boss, I have $5,000 saved up, so
there is no incentive for me to be
a Communist." He had more than
he was going to get through the
party. We can contribute a great
deal to our nation, to the future
of the nation, and our own wel¬
fare, through selling the plan of
part-ownership of American in¬
dustry.

Promotiou and Advertising
Another exterior factor to con¬

sider is promotion and advertising.
What are you and your firm going
to do about this neglected item?
Are you going to sit like an
ostrich with your head in the
sand, do nothing, and say it is
somebody else's problem? Almost
everybody is knocking "Wall
Street," knocking State Street,
and South Soring Street, and La
Salle Street. What are you going
to do about it?

/Will you organize speakers'
bureaus to talk to Rotary groups,
and Kiv/anis groups, and Parent
Teachers' Associations, and
women's organizations? Will you
try to get spots on the radio in
order to tell our story? I think
this is your job, yes, my job, and
yet nobody has nardly lifted a

finger.

Our Selling Efforts "Musclebound"

Take a look at the Sunday edi¬
tion of the New York "Times."
Our selling efforts seem to be
mentally "musclebound." We ad¬
vertise to ourselves! Just read the

advertising in Sunday's New York
"Times," all about "diversifica¬
tion" - and other five-syllable
words which are common only to
men in our trade; investing terms
which the average American, the
prospect, does not understand. So
he turns the pages to where he
can find out what happened in
the fourth race at Arlington or
Sarita Anita—he can understand
the language there. He can under¬
stand the articles about the next

hunting season, what kinds of
birds will be in season and be¬
tween what dates—no doubletalk,
no mystery. But our investment
advertising and public relations
programs have not been inviting
or simple; frankly, they've been
"stinko."

, /
Realize that our industry lives

in a goldfish bowl; everything we
do or say is printed and published,
Ours is an inexact science. The

lawyer who loses a lawsuit always
has a prejudiced judge to com¬

plain about, or the opposition
"used some filthy means"—so he
can always alibi. And so can the
doctor; he is another man with an

inexact science, but he buries his
mistakes. Brother, our mistakes
are published.
We have a major public rela¬

tions job to do, and we also have
a tough job to do on ourselves—
to try to distribute the right type
of investments to our buyers in
the light of iheir individual re¬

quirements.' ' *

Internal Factors

Let's get to the "internal" fac¬
tors. We are in this business to
make money, just like a fisherman
is out for a fine catch. Leo Cherne
has written that American busi¬
ness is made up of four elements:
Men, Machinery, Materials and
Money; the four Ms. Two of them;
Men and Money, are needed in
every enterprise. *
In a firm, all the executives

should act as a team, yes', like an
athletic team. They all have their
parts to play, and they have to
play them first of all as men of
intelligence, not necessarily Phi
Beta Kappas, but they have to
be able to think clearly on com¬

pany problems, and be open-
minded.

( ' '

Second, our executives in this
industry must be emotionally
stable, and be consistent in their
management policies. They must
leave personal feelings .out, and
be like a Rock of Gibraltar in

tough times like 1932 and 1938
and 1949. f

Third, our executives should be
men who have an understanding
of the Human Equation; approach¬
able men, likeable fellows. The
head of the largest firm in this
field is popularly called Charlie
Merrill— he's no stuffed shirt.

They must have the ability to
make their salesmen feel they be¬
long on the team. They must un¬
derstand the motives and desires,

and what makes the other man

click. •

Fourth, our executives must
have the ability to organize and
to direct, to simultaneously han¬
dle many different programs—ad¬
vertising, and sales, and personnel
problems.

t

Fifth, they must be able to dele¬
gate authority, to have able sales
managers who will assign active
customer accounts, without fear of
comeback. These sales managers
have got to work out programs
that will pay; pay money for the
salesman as well as for the firm.
Most of the problems of sales

managers stem from the most hor¬
rible "blind spot" in American in¬
dustry—the gap between Respon¬
sibility and Authority. All too
frequently a sales manager is
given the responsibility for sales
production, but little authority to
accomplish it. This gap occurs

frequently; you and I have seen it
time and again-— responsibility
versus authority. Do the firm's
owners back up the sales man¬

ager? Do they cooperate with
him? Or do they come in and
kibbits and ruin his long-range
programs? He is working with
delicate material, Manpower. Will
the head of the firm take one of
the salesmen out to lunch and
tell him something different from
the; working condjMons outlined
by the sales manager; then reach
into his pocket and give forth a
few extra prospect leads? When
a "position" already has been an¬
nounced in a specific security,
will the head of the firm allot a

favorite salesman an additional
250 shares? I have seen these

things happen, and most of you
have. There is no sound reason

why our business can't be well
organized and soundly conducted
like other businesses.

Sales Manager's Recruiting Job
The sales manager's job of. re¬

cruiting. manpower is applied
common sense. First, there is an

understanding of the selling job
to be done. Whether it's for "all-
around" selling or specialty sales
work; such as institutional securi¬
ties, .listed commission business,
over-the-counter, or mutual in¬
vestment funds. ; -

In order to build a sales de¬
partment along the desired lines
it's naturally necessary to do ex¬
tensive recruiting of new man¬
power and, let us say/ woman-
power. Advertising in the leading
newspaper in, the community has
proved best in my experiences.
Classified want ads, including
definite specifications with both
adverse and favorable factors,
have proved more advantageous
than display advertising. Perhaps
in your city display advertising
may prove better. By all means

ccnsult with an a'd v e rt i s i n g
agency. Mail-circularization to

colleges, to personnel directors
and business people generally, has
been most unsuccessful in my
trials—the expense, the disruption
of stenographic activities and other
factors. It's lengthy spelled-out
classified want ads in the leading
newspapers for old Doug.
Interviews with new men are a

required business courtesy. If the
ads have not been misleading but
instead have been clear and defi¬

nite, then much time will be saved
on worthless interviews.

Applicants should be encouraged
to talk about themselves—educa¬
tion, business experiences with
reasons for changes, desired type
of work; hobbies, vacations, sports,
families; and of great importance
their ambitions and objectives.
Beware of the man who trusts

nobody. Beware of the man who
knocks his home town, his school
or his previous employers. A
salesman must like people to sell.
About the men who seem desir¬

able after your screening and
diagnostic efforts—there appear to
be two methods of "selling" them
on working for your company,
qnd it is definitely a selling job.
Some sales managers can appear
indifferent, hard to get, almost
aloof—and the prospective men

will be influenced by this psycho¬
logical treatment, they'll "rise for
the bait."

Other salesmanagers will; be
wholesomely courteous and friend¬
ly with naturalness; frankly point¬
ing out the good and bad features
while "affirmatively" trying to
help the desirable candidate to
decide to make this office his bus¬

iness home. Although indirect or
invisible selling is more effective
in securities selling, my recom¬
mendation in this regard is to
utilize the method which naturally
suits yOur personality and busi¬
ness standards. Either can prove
successful.

Biographical forms for person¬
nel data are always readily filled
out by young men, and by the
"drawing account hounds." The
more desirable, capable, middle-
aged applicants are not very co¬

operative with these forms. This
material should4 precede or be a

part of your company application.
Naturally it would provide more

information than required by the
bonding company. Checking repu¬
tation and character is most im¬

portant—this is best done verbally
where practicable. A previous
business associate will provide the
most truthful answers to your

questions when not required in
writing. See the reference per¬

sonally, or at least talk on the
telephone a couple of times. *

Aptitude tests are not the idea
of a crackpot.; Use them! These
tests can usually weed out the
failures and save you many thou¬
sands of dollars of company money
and hundreds of hours of need¬
less salesman-training together
with subsequent, nursing. There
are several agencies that can help
you with aptitude tests; I'll pro¬
vide you their names upon re¬

quest.

„ Drawing Account Problem
** ,•>*
< The drawing account problem is
a definite headache. I stated ear¬

lier that when I came into this
field everybody was on a salary.
We had bonuses, and commissions
up to a certain amount, but lucra¬
tive on slow-moving securities.
The bonus idea has not changed
on the "sticky" stuff. In the retail
trade field it's called a "P.M." for

premium merchandise, which
really means distress merchan¬
dise. I don't believe in a drawing
account! And yet-, when I tell a
new man he must work without
initial compensation, I am saying
my firm, whether it's wealthy or
not, would like to have him fi¬
nance his own activities.

I believe, if a drawing account
is ever given, that the new sales¬
man shouldn't receive it until he
has been working three months.
My principle is that the man then
has an investment in the situa¬
tion. I'm confident it's healthier
for him to work this way for the
first three months. It puts him on
his mettle.

Sales Meetings

Weekly sales meetings are a

great aid in the building and
maintenance of a retail sales force.

They can. be the "hub" around
which your sales organization re¬
volves. The character of meetings
is a pretty direct reflection of the
ability of the salesmanager, who
can't be helped much if he lacks
imagination, personality, and a
flair for showmanship.
An engineer from M. I. T. or

Purdue knows all his facts. He
knows aero-dynamics, thermo¬
dynamics and all that sort of dull,
factual stuff, the strength of ma¬

terials, etc. Once he learns his
facts he knows those facts all the
rest of his life. What about a

salesman? Oh, in selling, you
have to come back often, _ learn
new facts in a changing world,
and have your "tires blown up"
once a week. The sales meeting
provides new selling facts, selling
ideas—it provides encouragement
and an inspirational urge. It gives
a man the feeling that he belongs
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—is a member of the team and
a respected citizen.
The comments to follow on

meetings are made < with the
knowledge that Customers Brok¬
ers and most institutional bond
salesmen are not available for

meetings. Also, some men must
leave meetings in the event cus¬
tomers drop into the office.
You can't do much to bring

the fellows into sales meetings
unless you have the innate ability
to provide the following: (1) In¬
formation about securities, (2)
Suggestions on "How to Sell," and
(3): Inspiration. Each man is a

ship captain himself nowadays,
and if he is a good producer, all
the more reason why he isn't at¬
tending, if the meetings aren't
definitely beneficial. And if the
man is another type—the young
chap just coming up—and the
meetings are ineffective, he may
drop out of the business entirely.

■; There are several ways to make
^meetings effective—foremost is
active participation with the men.
For instance, encourage one or
two of these fellows to talk of
their own experiences on occasion.
Take George Anderson as a mem¬
ber of the sales force, and sub¬
sequent to previous prompting in
-open meeting say,."George, you
made two big sales last week;
you brought those in last Friday.
Now, tell us how you developed
those . two sales.",. So George
comes into the meeting, partici¬
pates—it becomes their meeting.
Obtain the participation of five

active salesmen and ask the first
to talk on the subject of arousing
prospect "Attention," and the next
to explain "Arousing Interest,"
the next to talk facts and figures
or "Conviction," the next to give
the emotional appeal of "Arousing
Desire," and the fifth man to han¬
dle "Closing."
Some managers know how to

put such programs across; those
who are ineffective really lack the
ability to work with their men.

Suppose—with a few days advance
notice—you ask each of the men
to talk for ten or fifteen minutes.

They will prepare and study these
practical sales principles in order
.to be effective in the meeting—
. almost without thought to the
Hong range personal benefit of in-
'

creased commissions.
; Salesmen are in three classes'
on the subject of reading sales
".material. Number one, those who
read everything. Number two,
-those who read only a one page

.digest. Number three, those who
, will only "listen" at times.
I believe in another kind of

■

participation, in bringing in the
salesmen's name — also events,
celebrating anniversaries and a

birthday once in a while and hav¬
ing fun. All men are little boys
and kids at heart. Did you ever

go to a Rotary Club outing and
see those fellows play, or to the
Kiwanis Club and see those fel¬
lows slap each other on the back
and use first names? All men at
heart are a bunch of kids and boys
—if they can play on the team.

In Los Angeles on a certain
January 1st, a newspaper man

spotted Babe Ruth in a hotel lobby
wearing knickers. It was Rose
Bowl Day, and he said, "Where
are you sitting today, Babe?
Aren't you going to the big game?"
The Babe replied, "Not me; I'm
going out to play golf." He wanted
to play and be part of the game
himself.

Exhibits at sales meetings are

effective in stimulating interest. If
more time were available I'd dis¬
cuss how resourcefulness and

showmanship will pay off in this
regard. I'll talk about it with any¬
one after the meeting.

J

Billy Sunday said you can't save
many souls after 20 minutes! How
long should your sales meeting
last? If .you know how to use ex¬

hibits, can obtain important guest
speakers, and are able to develop
audience participation, then each

f "sales laboratory meeting" can be
" of almost two hours duration. Get

a good story in some magazine,
something like The Commercial
and Financial Chronicle or the
Investment Dealers' Digest, on
"How to Sell," and around about
Wednesday challenge one of the
men on it and he'll say, "Sure,
I'll handle it in the meeting."
From there on it's his baby. He
might talk 20 minutes; somebody
will ask practical questions. Yes,
if you have the right leadership
you can run lively spirited sales
meetings for two hours!
When to hold sales meetings?

On Monday mornings; it is the
only blank time I know of in the
course of the week. On Monday
morning, your prospect has been
out on a long week-end, and
maybe he has had a little dis¬
agreement with his wife, and he
doesn't feel well, he's kind of mad
with the world, the mail is
crowding up, that branch manager
from Pittsburgh blew in on him,
etc. Monday morning is the worst
time, if there is any worst time,
to call on a prospect.
Many of your salesmen will re¬

ceive week-end business reviews,
bank letters; they read the Sunday
newspapers—then come in with
some usable information to the

Monday sales meeting. You can
get some stimulation and some

fresh ideas, which wouldn't hold
if you held your meeting at any
other time. We are all salesmen
here together, and we know that
the memory of man is very short.
So if you can "catch" them on

Monday morning, maybe you can
"stimulate" them for the entire
week. . '

. ' '

The Money-Motive

Why do we work? We work to
make money and we make money
to satisfy "self-interest." A leader
must appeal to the emotions of
his men.

Each man wants to be treated
and respected as an individual
not treated as a meftiber of amass.
You can't handle all men the same.

They absolutely have different
characteristics, aims, hopes, fears,
objectives.
. - A salesman wants security. He
wants to feel that his employer is
financially safe. He doesn't like
to make charges from firm to firm.
He wants to know whether the
firm will support its markets. He
wants to know if there are going
to be any more of those poorly
conceived and poorly distributed
underwritings of 1945 and 1946.
He wants to know if his sales

manager and firm are going to
face the facts about markets that
now are down.

Primarily, he wants to know if
they are adequately financed to
carry through. A lot of firms
didn't carry through in 1932, and
a lot of firms didn't carry through
in 1938, and others have been
dropping by the wayside all along
—making orphans of a lot of sales¬
men. He wants that feeling of se¬
curity and safety in his connec¬
tion.

He wants fair treatment. He
wants to be able to make com¬

plaints, and he wants to be able
to go in and make suggestions
and recommendations—he wants
to be heard.

A salesman wants direction. He
wants *to know what to sell
and at what price. He doesn't
want any "weasel words.": He
wants to know what the firm's

position is in the securities he is
selling, what the profit margins
are, and if the statistical work
the analysis, has already been
printed up and if the literature is
ready. How many times have we
worked on a deal only to get the
literature three days or ten days
later? He wants clear orders, and
wants to know "the rules of the
road."

He wants a strong sales man¬
ager who will give hirfi a helping
hand when needed.. He wants to

come in and talk about a prospect
"And how would you, Joe, handle
this case? This is what he said
and this is what I said. Then, this

what he said, and I said this."
He wants to be able to talk to
the sales manager, one who is
really a man of experience; he
wants that sales manager to be a
man of character—not a promiser!
A salesman wants an oppor¬

tunity to prove that he is capable.
Every little jockey running "this
summer out at Suffolk or Belmont
Park wants to have the oppor¬
tunity to prove that he can take

"selling plater" like Stymie up
into the Stake Horse class. He
wants to have the feeling that
with a tough sales problem he
can close the sale; personally ef¬
fect accomplishment.
A salesman wants to be liked

by the other salesmen, his co¬
workers.
Those are the emotions, the

aims that a man has in working
with a house, and his leader must
satisfy those emotions. They may
be classified again in three groups:
First, he wants security; Second
he wants to foe able to prove that
he can do the job, meaning he
wants self-approval; and Third,
he wants the approval of the sales
manager and his fellow salesmen.

Building a Prospect List
A salesman is a man who sells.

The traits which make him ef¬
fective ?n the presence of pro¬
spective buyers are usually pres¬
ent to such a high degree that
they crowd out other traits which
tend toward thoroughness in rec¬
ord keeping and security analysis.
No person can be all things to

all men! Building and maintain¬
ing a prospect list—as well as

corresponding with prospects and
clients—is painful work which is
shabbily done.
Much of this work must be done

by the sales manager or through
his persistent indirect leadership,
if it is to result in money on the
books, for the salesmen and the
firm. V'--,
For instance, a salesman can be

encouraged or cajoled into build¬
ing a prospect list of friends and
acquaintances. Point out how some

other salesman has made big sales
through listing at least 25 friends
in each of the following cate¬
gories: (1) School connections,
classmates, teachers, alumni; (2)
Business contacts, former fellow
employees, employers, customers
competitors; (3) Personal, social
friends and their friends; (4)
Group activity contacts, army,
navy, church, clubs, charity drives,
civic welfare organizations; (5)
My customer contacts, the drug¬
gist, plumber, auto sales agency,

landlord, real estate agent, grocer,
watch repairman; (6) Neighbors,
past and present; (7) Sports and
hobbies; (8) Family contacts,
friends'of wife in Y. W. C. A.,
school friends of relatives.

There is an old adage that the av¬

erage individual uses only 30% of
his potential ability. An affirma¬
tive minded sales manager can, in
working with each salesman in¬
dividually, develop enthusiasm for
self-improvement to the degree
where that 30% is expanded by
another 25%.

The basic personnel problem is
always the individual; he must be
studied for his strength and weak¬
nesses. When his potentials and
goals are outlined there is a prob¬
ability he'll cooperate in building
and maintaining a prospect list.
It should be explained that cleri¬
cal work is "off hours" work—

that 10 a.m. to 4:30 p.m. are re¬
served as the golden hours to be
in the presence of prospective
buyers. Let me repeat: "Pay dirt
time" is 10 a.m. to 4:30 p.m., and
you're only kidding yourself if
you are not face to face with pros¬
pects during these golden hours.
Don't be a desk Admiral, the
workshop of the salesman is in
the presence of the prospect.

Long lists of prospects can be
used up in almost no time if the
technique of obtaining "a lead
from a lead" is not developed and
made effective. Your prospect,
friend or stranger, is human. One

trait we all have is the desire to
help our fellow man—for when
aiding another our own ego ex¬

pands. So help your prospect on
the road to happiness—expanding
his ego—by indirectly or directly
inquiring about his friends who
might be interested in investment
securities.
There is fun in selling if you

like people. There is money in
this selling business if you'll see
the people. Americans fall into
one of two classes—salesmen or

bookkeepers. The first create
business, the second process it.
Briefly, the money is in the crea¬
tion.

Who do you think the greatest
salesmen are? Eisenhower, Tom
Watson and Winston Churchill, of
course.

The Binghamton Insurance
Selling Case

Sales managers the nation over
are looking at the Binghamton iri-
urance selling case—and the story
there was what? 29 salesmen
worked 309 hours, made 327 calls,
sold something like three hun¬
dred and some odd thousand dol¬
lars worth of insurance, the com¬
missions were about $3,200, they
started at 9 o'clock at night, most
of them, and wqund up at 6 o'clock
in the morning. )
Is that undignified for the in¬

vestment business? Who says so?
—those old fossils with hardening
of the mental arteries; the men in
our business who are still think¬

ing of the easy 1920's. That is not
undignified. If a fellow has a job
pumping gasoline at an all-night
filling station, and if a life insur¬
ance salesman can call on him
during his working hours, why
can't you do the time? If another
fellow is manager of a restaurant
on the night shift, why can't you
call on him at his "office"? He is

lonesome after the early rush; he
is very, vulnerable; there are no

telephones ringing and you have
no competition.
Charles Evans Hughes did much

to clean up the life insurance bus¬
iness around 1906 and 1908. The
total assets of life insurance com¬

panies at that time was about
$2,000,000,000. Now assets are
about $55,000,000,000. If we could
take a leaf out of the book of the

average life insurance salesman—
get way from our desks, get away
from our telephones, get away
from the dependence upon mail
circularization—we could get into
the presence of prospects and
make some money.
"You can't sell 'em if you don't

go to see 'em." We need a light
fast step in this business; we need
it badly, and an influx of new men
may bring it about. But I don't
see much hope for those old-
timers who are firmly entrenched
in archaic offering methods. Most
of the salesmen of my acquain¬
tanceship in our business represent
themselves to be "brain boxes";
smart guys. We must become mer¬
chants. Somebody has got to carry
the message to Garcia—as a sales¬
man.

"Time not spent in the presence
of prospective clients is time
wasted" is my favorite slogan. If
you are sitting at your desk at
10:15 in the morning fumbling
with prospect cards, Mister, you
ain't a salesman; you are just kid¬
ding yourself. Card Fumbling is
Buck Fever, or timidity, or lack
of courage to face prospects—
maybe it's laziness. Arranging
prospect cards is an activity for
non-working hours, 5 p.m. to 6:30
p.m. or on rainy Saturday after¬
noons, or nights while working on
your plans or travel routes for
the next day. My luckiest time in
retail selling has been between
12 noon and 2 p. m.; I have found
more businessmen available at

that time and I get better, uninter¬
rupted interviews. Pardon me, did
I sa.y luck? Luck is no accident,
wears no frills; luck is dressed in
working clothes.

. An exchange of ideas with com¬

petitors is recommended. Life in¬
surance men do it. Doctors ex-

1
♦ ; -

change ideas and talk over their
mutual problems. Lawyers do the
same. You can go far afield and
get excellent stimulating ideas in
other cities as well as in your
own. Exchange ideas by mail
with fellows in other cities.

Using Words of One Syllable
What about advertising? Adver-

size in language of one and two '

syllables. Lincoln's renowned
Gettysburg Address has how many
words? It's 268. How many are
one-syllable words? 196 out of
268, just think of it! Most of the
lasting literature of the world has
been in simple language, it's the
most effective.
I have a "corny" ad running in

newspapers. This is a one-column
ad with a layout including a pen
and ink illustration of a married
couple about 60 years of age, with
this theme, "You. too, can have
Peace of Mind"—the advantage is
for the reader, the prospect. I am
not apparently selling him some¬
thing; instead I'm helping him to
achieve his goal. "You, too, can
have Peace of Mind." In the ad
Papa is talking; he says, "Mary
and I are having more fun today
than ever before; children grown
and on their own. We travel and
see old friends, too. It is because
of our Retirement Income. "V^e
have a 4J/2% or more annual re¬
turn on our Mutual Investment
Fund program. Why don't you
write for a six-page leaflet which
will be sent free upon request?
Ask for 'Peace of Mind."'
Everything there can be easily

understood. You don't see any
trade language, such as "diversifi¬
cation." I would never use the
word "diversification"; I would,
say, "Don't carry all your eggs in
one basket." It is the only way
the American public can under¬
stand our language—the advan¬
tages we offer the tbuyer, the at¬
tainment of goals. wThe literature
sent in reply to inquiries must be
just as simple. Consequently, the
personal conversations in follow¬
ing up the inquiries from the ads
must be simple and inviting. Dis¬
raeli said, "I make it a rule to be¬
lieve only what I understand."
Mail is not valuable, in itself,

as a means of solicitation. Adver¬

tising is worth very little, in it¬
self. Yes, this is a human contact
business. We are selling confi¬
dence; we are selling ourselves.
Mail solicitations and newspaper

advertisements can help. They can
build a "platform" for the sales-'
man so that when he personally
meets the prospect some advance
"softening up" has been accom¬

plished. Mail should be signed by.
the salesman who will make the

call; not signed by the sales
manager or the president of
the firm. Letters of solicitation
should build only one or two
ideas. This is all you can get
across to set the foundation or

platform for the salesman's inter¬
view. Don't use the mails to be-:
come disseminators of statistical
data. Don't lean too heavily on,
that 3c postage stamp.

Advertising? If you expect to
sell by newspaper advertising, you
are certainly going to pour a lot of
money down a rathole, especially
in these times of public apathy.
The best you could hope to do
would be to get the name of yOur-
firm publicly accepted and a few
desirable leads for the men. I
have seen some leads or inquiries
break the hearts of salesmen. X
don't know why so many people
write from the insane asylum, of
why so many boys in high school
answer ads. A lot of competitors
answer those ads just to keep in
touch with what's going on. I
believe radio and television will
do a good job and jor "sound" rea¬
sons, too.

Manager's Contact With His
Salesmen

This is the way I contact retail
salesmen who work with me.

They don't come to the office a
lPnnt.innod on t>a2e 221 j
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Bnilding a Successful Sales Organization
(Continued from page 21)

great deal for they are sold on the
plan of working out of their
homes. Why waste all the morn¬

ing and afternoon time in busses
and cars? They receive mail in
this pink envelope and it goes to
the lesidence. Why? I want the
little woman at home to read it.
"Never underestimate the power
of a woman." I want the wife to
he the sales manager. And there's
another sales manager, too, the
old looking glass, the mirror. Re¬
member: "This above all, to thine
ownself be true, and it will follow
as the night the day, thou canst
not then be false to any man."
Let a man study himself in the
mirror.
The wife is the best sales man¬

ager, and the mirror is next, and
the man downtown is a poor third.
Then the salesman receives this

white envelope about two or three
days later, the next mailing is
in this light brown envelope.
Then this green-colored one, the
pice green one. We have fun in
our business without loss of re¬

spect for its seriousness. There
is no need of being in business
unless you can enjoy it.
Here are two examples of mail¬

ings to the residences. You'll no¬
tice the attractive appearance,

the pen-and-ink illustrations, the
apacings which make them invit¬
ing to the reader, and the large,
readable type.

"A Chemical Reaction

"A long time ago, when I at¬
tended school down in the swamp-,

lands of Louisiana, I was force¬
fully impressed by my chemistry
professor, a Dr. Alcide de Bois-
blanc of Napoleonville on Bayou
Lafourche.
"He was an outspoken gent,

like Ralph Waldo.Emerson; a man
of original thoughts and definite-
ness, he was fearless in expressing
his opinions.
"Dr. de Boisblanc, and persons

like him, are admired by their
close friends ... even if they are
too outspoken and opinionated to
be successful salesmen. Doc was

a character—clean as a whistle-
he liked to help his boys in the
practical philosophy of daily liv¬
ing as well as help them in the
study of chemistry.
; "Some pf. his comments stick
with me tto this day: 'Surface
exposed - is, la function of the rate
of a chemical reaction. Time is a

function of the rate of a chemical
reaction. Temperature is a func¬
tion of the rate of a chemical re¬
action.'
"One day, after making the

statement above Doc came "out
-with this homey philosophy: 'Now,
you fellows who are planning to
become salesmen must expose

yourselves to a lot of people; you
must work everlastingly at the
sales problem for a good period of
time; and your temperature in
selling is the fire pf enthusiasm
which is so infectious with pros¬
pects.'
"Pretty good for a chemistry

professor down in the swamplands
of Louisiana—eh, what?
"And then . . . back in my Hal-

sey Stuart days . . . there devel¬
oped the crystallization of a pet
slogan for me—a pet slogan which
is practical every day; just as

practical and certain of helping a

f salesman to success as the fact
that God made little green applies.
"This crystallized idea em¬

bodies one of the elements "of a

chemical reaction: surface exposed.
So here 'tis, this slogan, this
magic formula: Time not spent in
the presence of prospective clients
is time wasted.-

"As you adopt this slogan and
lise it in your daily activities, I'm
confident there will develop a
chain of chemical reactions . » .

sales.

"May I ask this favor of you?
Once in a while after making a
sale would you tip your hat and
smile to the memory of a fine

gentleman, a splendid character,
the philosophical old chemistry
professor, Dr. Alcide de Bois¬
blanc.

"Douglas K. Porteous,"

"Dress Rehearsal
" 'Let's get the show on the road'

is an old expression in the theatri¬
cal business. In other words, let's
get going, let's put those plans in
motion.
"1 have always liked that ex¬

pression because it cuts down on
the excessive talk in an invest¬
ment firm's office and helps each
individual producer to get his own
show on the load or—to get out
into the presence of prospective
clients.
"A few days ago I was amazed

upon learning a certain additional
and important fact about the
theatrical business. I was told that
the Broadway 'hit' shows have a
'dress rehearsal' every 30 days
with nobody in attendance but the
cast and the directors.
"The purpose of these dress re¬

hearsals is to get back to the
script. It seems the Broadway
stars and all the bit players alter
their lines, ad lib, delete, arid in
fact gradually get further and fur¬
ther away from the original script
—the script which caused the suc¬
cess. I have always known about
this ad libbing and laxity, and
doubtless you have too.
"This brings to mind the out¬

standing success of International
Business Machines Corp. The head
of this company is a sales genius
who probably has the mechanical
ability to operate only a few of
his complicated machines. He
probably wouldn't understand
more than 2% of the technical
statements made by his inventors
and engineers, Nevertheless, this
'head man' knows Administration
and he knows how to sell. Nat*
urally, you realize the man I refer
to is Mr. Thomas J. Watson.
"In his early business days he

learned to sell in that greatest of
all American sales incubators—
the National Cash Register School
of Salesmanship. I am told that
Mr. Watson's I. B. M. Schools do
a splendid job of teaching sales¬
manship to full-grown men.
"But here's the most important

feature of all. .. they bring these
trained salesmen back frequently
for 'dress rehearsals,' (Also, the
salesmen read a book on sales¬
manship to 'restimulate them im¬
mediately prior to an I. B. M.
dress rehearsal.)
"It has been said these dress

rehearsals stir the men out of
their 'ruts,' out of their self-
developed careless methods of
talking to prospects and clients.

"Now, if this 'dress rehearsal'
system is a common practice of
the Broadway hit shows, and if it
is a common practice of Thomas
L. Watson's I. B. M. sales force, I
wonder if it wouldn't be a pretty
constructive plan lor us in the in¬
vestment business to follow.

"Back to the fundamentals for
all of us; the elementary rules of
Selling. Read a jjood book on

Salesmanship, attend 'sales meet¬
ings, for there's frequently an in¬
terpretation given on a new devel¬
opment you might use in your
sales efforts. Participate in these
sales meetings, for there's a real
thrill in the realization you're
helping others to benefit from
your experiences. Traditionally,
we should help newcomers to our
business.

"Let's do something about our
own progress. Develop our own
'dress rehearsal.'

"Douglas K. Porteous."

In addition toA sending material
like this to my salesmen of the
home office at One Wall Street,
New York City, and the branches,
I often send topical releases com¬

plimentary to my dealer friends
upon their request.
In building a successful sales

organization the contacts most

valuable with salesmen are the
personal discussions on their sales
problems, such as lists, letters,
handling difficult situations and
effective closing techniques. Sec¬
ond in importance are the weekly
sales meetings. The sales man¬

ager's next most helpful contacts
are through the continual mailings
of personalized practicable sales
aids, like "A Chemical Reaction"
ana "Dress Rehearsal."

A Case in Point

Who is the man that came into
our business recently, the most
audacious genius in the railroad
field? Robert Young! He has re¬
cently dome into the investment
business through purchasing con¬
trol of a firm that has 1,471 retail
men active each day. It's the
method of selling, the type of sales
organization with trained key per¬
sonnel, that Robert Young pur¬
chased much more than the ac¬

quisition of the assets of Inves¬
tors Diversified Services, Inc.
This type of organization can be
the success of the 1950s, as the
National City Company and others
spelled success in the, 1920s. This
kind of retailing might well be
the ''earnings hope" of our busi¬
ness— shoeleather and turning
doorknobs. Never mind all the

dignity of State Street, La Salle
Street, etc. This is where the
money is, fellows. Read the Fed¬
eral Reserve Board reports; it's
down there at the lower level and
the intermediate sections of our

population. It's in selling peri¬
odic accumulation plans of $10 to
$100 per month—it's in those firms
selling mutual investment funds
and other securities to the loyv-
income and middle-income peo¬

ple.
We must imitate Merrill Lynch

in our sales approaches on all
types of securities—try to^sell the
people with annual incomes of
$3,600 to $12,000 and we'll be
reaching about 80% of the people
and our efforts will be crowned

with success!

Halsey, Stuart Group
Offers PaCrGas Bonds
A nation-wide banking group

headed by Halsey, Stuart & Co.
Inc. on June 29 offered publicly
$80,000,000 Pacific Gas & Electric
Co. first and refunding mortgage
bonds, series S, 3%, due June 1,
1983, at 100.639% and accrued
interest, yielding approximately
2.97%. The group was awarded
the bonds at competitive sale on
its bid of 100.133.

Proceeds from the sale of the
bonds will be applied-to the com¬

pany's construction program and
to retire bank loans incurred in
this program. ,

Gross operating revenue of the
company for the 12 months ended
March 31, 1949 was reported to
be $210,675,837. After all operat¬
ing expenses, depreciation and
taxes there remained gross income
of $36,780,213; maximum annual
interest requirements on all bonds
presently outstanding, including
this issue, will require $16,673,000.
The bonds may be redeemed in

whole or in part to and including
June 1, 1955 at a premium of 4%,
the premium reducing thereafter
to June 1, 1982.
Pacific Gas & Electric Co. oper¬

ates throughout a large part of
northern and central California.
It serves either gas or electricity
or both in 42 cities having an
estimated population in 1948 of
10,000 or more, including San
Francisco and its surrounding
area. Of the total electric energy
generated by the company in 1948,
approximately 59% was produced
in its hydro-electric plants and
approximately 41% in its steam
plants. Almost all of the gas dis¬
tributed by the company is natural
gas.

AsWe See It
(Continued from first page)

the tide of public opinion has turned somewhat against
endless and unlimited spending in an effort to buy that
which cannot be bought, and, so, the President is rela¬
tively modest in what he wants Congress to do at the
moment. There had been talk of a billion dollars; a few
million is all that is actually demanded at the moment.

What Naivete! 1

There is, however, no mistaking the President's naivete
concerning all things that have to do with foreign trade,
particularly in its relation to our own economy ind to that
of the remainder of the world. Indeed his discussion 'is

hardly other than a sort of hodge podge of inconsistencies
and absurdities. Parts of his reasoning seem to be about
as effective as an argument in support of what used to be
termed (and roundly condemned by the President's own

party as) "dollar diplomacy," while at other points he seems
to be suggesting something akin to the largesse with which
the farm vote of the country is being kept in possession of
the Democratic party. One supposes at moments that he is
interested in finding non-dollar raw materials for foreign
countries which are unable to buy here because they can
not sell here; at others one wonders if he is not really
talking about finding such resources far removed from Rus¬
sian control or influence for our own use. Sometimes he
seems to be talking about markets for our goods and some¬
times about outlets for our competitors. r

What these now underdeveloped regions would
send us in return for our goods is far from clear.
We are certainly not very keen about permitting foreign
competition in our domestic market by manufacturers *

abroad. That is one of the reasons why the "dollar
shortage" is so much in evidence — that, and the
fact that in most instances there is no one in the world
who can m^ke mass production goods quite so cheaply
as can the manufacturers of the United States. He ,

speaks of the need of Europe for more goods, and at
times seems to be under the impression that these re- ,

gions developed under our tutelage (and doubtless in
the end at our expense) yyill be a good source of such
goods for Europe, since in such transactions no dollars
are required. One wonders where and how we are to
collect even the service charges on funds advanced, or,
for that matter, even for the "technical assistance."

Common Easy Reasoning
Such easy reasoning is, however, a rather common fal¬

lacy of current thought about international trade—or at least
thodght about it in this country. More impressiVe in some

ways is the simple notions the President and his advisers
seem to hold about what is required to bring these so-called
underdeveloped areas into the modern age. He and they
are at some pains to explain that these backward people
have been aroused and made ambitious by contact with
the rest of the world in the course of the war. They are

eager, so we are told, to play a greater role in world affairs.
They envy such countries as the United States, and they
begin almost to believe that they can have such a life if they
exert themselves.

The trouble is, according to this story, that they
do not have ihe know-how or tlie capital. They are

lacking in knowledge of engineering, in business organ¬
ization and management. They are ignorant about the
essentials of the development and operation of modern
large-scale industry. They would be most grateful if
we came in and told them what to do and how, and to !
provide them with required plants and tools. One can

hardly fail to marvel that there is anyone anywhere '
in the world who thinks all this is as simple as it is '
thus made to sound. From the merely technical view- 1

point, if from no pther, one would suppose that the
President and his advisers from their war, experience
all over the world would kmw much better. What hap¬
pened when thousands of German and American engi- <

neers and technicians flocked to Russia two or three *

decades ago to lend technical assistance to Soviet Rus- •

sia? Well, now twenty-odd years later, the President's »,

experts list Russia as in the "transition stage." That is '
to say, somewhere between the primitive life of the
semi-savage and the United States of America in its
ability to supply its own wants in the Twentieth Cen- ]
tury style—and that despite the continuous effort of j
the authorities to overcome these handicaps. One sus¬

pects that that country would have drawn precisely the
same rating a quarter of a century ago. • j

Suppose?
It is difficult to suppress a grim smile when it is seel*
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that these experts of the President list China, India and
virtually all of Africa 5s regions which we are to'"save"
with technical assistance and governmentally sponsored and
safeguarded private investment. Suppose that this country
•—that is the private capital of this country—had entered
China and India on the scale that was true of the British
capitalist, and the Government of the United States had
undertaken to save it whole against those risks which are
peculiar to .such operations, as the President puts it. Either
we should long ago have entered an imperialist war which
would have put to shame any of our procedures dubbed
dollar diplomacy, and any of the broadly similar foreign
policies of foreign countries, or we should have a long, long
list of "rentiers" living on governmentally provided pen¬
sions—or what amounts to pensions—in this country for the
rest of their lives and perhaps their heirs also.

But the foreign capital which entered China, and
in considerable degree that which entered India and
the other underdeveloped areas of the world, did not
for the most part go there to develop those countries,
but to make money out of them. Not too much was ex-

1

pected of the natives, and the natives got relatively
little from it all. The situation certainly would be" quite
different |f the aim was to industrialize those regions.
Imagine £ih assembly line making agricultural imple¬
ments in China with Chinese labor— and imagine the
Chinese farmer trying to operate a farm with such im-

! plements!
It would be a good thing if the President's advisers got

more nearly down to earth. >

Monetary Fund Changes Value of Mexican Peso
Fixes rate at 8.65 pesos for United States dollar at request of

Mexican Government.

'The International Monetary Fund announced on June 17 the
establishment of a new par value for the Mexican peso of 8.65 pesos
per U. S. dollar, effective at once. This rate was proposed by the
Government of Mexico. The new par value replaces the initial par
value of 4.855 pesos per U. S. dol-^
lar, established, on Dec. .18, 1946
by agreement between Mexico and
the Fund. On July 22, 1948, the
Bank of Mexico suspended trans¬
actions at this initial parity.
Since then the government of

Mexico and the Fund have been
in continuous consultation. The
Fund has been assured by the
Mexican authorities that it is the
intention of their Government to
continue to pursue policies which
"will restrain inflationary forces
and thereby strengthen Mexico's
overall external position. The
Fund is satisfied that this change
in par value is necessary to cor¬
rect a fundamental disequilibrium,
and accordingly has concurred in
the proposed change. The Fund
considers that the new par value
is a suitable rate of exchange for
assisting Mexico to restore and
maintain a strong balance of pay¬
ments position.
With the establishment of a new

par value, Mexico again has access
to the Fund's resources for such
purposes as are consistent with
the Articles of Agreement and are
in accord with the established
policies and procedures of the
Fund.

The Acting Managing Director
of the Fund, Mr. Andrew N. Over-
by, when asked to comment on the
Mexican action, said that the
Fund welcomed it as an example
of effective international consulta¬
tion and action in the monetary
field. He was confident that the
Mexican Government was deter-

that the new rate was appropriate
to achieve these ends and that the
Mexican Government was deter¬
mined to "continue to pursue
measures which would enable
Mexico to enjoy the benefits of a

stable, realistic par value.

Harriman Ripley Offers
Seagram Debentures
A nationwide group of 80 un¬

derwriters headed by Harriman
Ripley & Co., Inc. on June 29
offered $50,000,000 of Joseph E.
Seagram & Sons, Inc. 25-year 3%
debentures, due June 1, 1974, at
99V8% and accrued interest, at
which the yield is 3.05% to ma¬
turity.
The debentures are direct obli¬

gations of Joseph E. Seagram &
Sons, Inc., an Indiana corporation,
which is a Wholly-owned subsid¬
iary of Distillers Corp.-Seagrams
Ltd. The Indiana corporation con¬

trols, through stock ownershin, all
the affiliated Seagram distillery
operating and sales companies in
the United States.

Net proceeds from the sale of
the debentures will be applied to
refund bank loans outstanding
under a bank credit agreement
dated Nov. 20, 1947. Upon com¬

pletion of the financing, the con¬
solidated funded debt of the com¬

pany and its subsidiaries, exclu¬
sive of subordinated debt to the

Industrial Possibilities of Sonic Energy

. , ... . ... Canadian parent, will consist of
mined to carry out ^stabilization 2%% debentures due June i966

outstanding in the amount of $44,-program and that Mexico could
look forward to a strong balance
of payments and exchange rate
position.
Mr. Overby also pointed out

that Mexico, as any country pro¬
posing a change in the par value,
had indicated why it had felt that
the new par value would elimin¬
ate the fundamental disequilib¬
rium in its balance of payments.
The Mexicans had stressed that
they felt that this par value would
strengthen their export position,
restrain imports, encourage the
tourist trade, which was very im¬
portant to Mexico, and encourage
the inflow into Mexico of private
capital while discouraging any
speculative outflows of capital
from Mexico. These expectations
Jwere based essentially on the fact

465,000 and the $50,000,000 of new
3% debentures presently being of¬
fered.

The new debentures will have a

sinking fund to retire the entire
issue by maturity. Retirements
are to be effected by June 1 in
each year commencing with $650,-
000 in 1951 and increasing in
artiount thereafter to $3,500,000 in
the years 1973 and 1974.
The optional redemption price

is 102j/2% to and including June 1,
1954, after which it is to be re¬
duced on a scale to a price of
100% after June 1, 1972. The sink¬
ing fund redemption price com¬
mences at 101% and also declines
on a scale to a price of 100% after
June 1, 1964. . ...

(Continued from page 3)
company contemplates undertak¬
ing installations of its equipment
for the agglomeration of very-fine
particles in gas streams following
blast furnaces, commercial boil¬
ers, smelters, and various chemi¬
cal industrial processes.

Potential Market for Sonic Dust
Collectors

In evaluating the potential mar¬
ket for sonic dust collectors, (and
our company's resultant business)
several factors appear to be sig¬
nificant. First, the one previous
industrial means of collecting fine
particles is the Cottrell collector,
a high voltage electrostatic proc¬
ess for extracting dust from air,
sales of which collectors are be¬
lieved to total in the order of

$10 million annually. Engineer¬
ing studies made by the company
suggest that it may reasonably
expect to obtain a worthwhile
volume of business in this field
of endeavor, inasmuch as it ap¬
pears that installations of its sonic
collection equipment may be
made at prices considerably below
the price of electrostatic fine par¬
ticle collection systems. Second,
the company knows of no com¬

petitor in the sonic field, either
commercially offering sonic
equipment or installing dust re¬
covery systems, of the type built
by the company. Third, the sales
field for fine particle collection
equipment embraces practically
all the process industries, and in¬
cludes among others, the smelt¬
ing, petroleum, chemical, steel,
carbon black, cement, lime and
rock products, sulfur and paper
industries. Many of the fine par¬
ticles encountered in these indus¬
tries have a worthwhile recovery

value, which returns the invest¬
ment cost of a sonic collector in
a short while; in still other cases,
although the dust may be value¬
less, its nuisance characteristics
make its collection mandatory. In
the latter connection, there is
every evidence of a trend among
industrial cities to follow the lead
of St. Louis, Pittsburgh and Los
Angeles toward enactment of re¬
strictive air-pollution legislation,
preventing factories from dis¬
charging more than a minimum
of solid dust from stacks (in Los
Angeles, 40 pounds maximum per
stack per hour as compared with
the thousands of pounds per hour
often previously discharged).

Expanding Uses for Sonic Energy-
Chemical, Food, Paper, and
Other Industries, and Their

Market Potential

The use of sound for dust col¬
lection represents but one of
many sonic processes being de„
veloped by Ultrasonic Corp.
To mention but a few other devel¬
opments. it is investigating the use
of its equipment in spray drying
processes where it is believed that
the high intensity sound waves
may accelerate the drying of fine
droplets. The spray drying process
finds use throughout the chemical,
pharmaceutical and food indus¬
tries. Examples include spray dried
powdered coffee, milk and egg
whites. The company is also de¬
veloping a process for adapting its
sound generators for operation
with Fourdrinier paper machines
to accelerate the removal of water
and to improve the formation of
a wet paper web on the wire
screen of a paper making ma¬
chine. : Successful development
of this process suggests the pos¬
sible wide use of the company's
sound generators throughout the
entire paper making industry, be¬
cause of the savings which would
result to the user.

Example of another develop¬
ment being pursued by the com,
pany lies in knocking down per¬
sistent foam by sound compres¬
sion waves. The paper and
chemical industries have several
serious foam problems on which
such a sonic process might ad¬

vantageously be used. Again, the
use of sound waves

, is being
studied in vibrating and destroy¬
ing larvae, eggs and infestation of
milled flour products.
The company contemplates ex¬

tending its interests to other com¬
mercial processes for using sound
in liquids, as well as gases, such
as making emulsions, accelerating
chemical reactions, and certain
marine applications. While every
one of the commercial uses for

sonic energy either now being ac¬

tively developed or which are

contemplated for future study,
will certainly not all prove com¬

mercially feasible, nevertheless it
is felt that a broadly increasing
series of sales field will continu¬

ally be opened up by the com¬

pany, and that the company
should exhibit a worthwhile rec¬

ord of growth and profit. Each
of a fair number of these different
sales fields, it is believed holds
the possibility of producting sev¬
eral millions of dollars of sales

annually, yielding an attractive
margin of profit.

Dominant Patent Position of the

Company

In view of the pioneering na¬
ture of our company's work, it is
interesting to note that the com¬

pany has pursued an active patent
program since its inception, look¬
ing toward building a broad pa¬
tent structure covering both ap¬

paratus as well as processes.
Numerous applications for Letters
Patents have been filed in this
country as well as in over twelve
foreign countries. In several
cases, patents have already issued
to the company; in others, im¬
portant claims have been allowed,
and the patent is in process of
issuing. Exclusive as well as
non-exclusive licenses have been

acquired... under several U. S,
patents which had issued previous
to the formation of the company,
and which were felt to have pos„
sible nuisance value if adversely
held. No one patent held by the
company offers alone outstanding
and dominant protection; rather,
the company feels that its protec¬
tion in its area of operations is
achieved through the depth and
scope of its patent structure.

Customers of Ultrasonic
Corporation

Indicative of the scope of the
interest which American industry
is finding in sonic energy and its
possibilities, it is interesting to
note that numbered among the
company's industrial customers
are leading concerns in the
chemical, petroleum, smelting,
food, paper, rubber and soap in¬
dustries. The company has also
undertaken special research work
for the United States Navy, Office
of Naval Research. It has fur¬
nished acoustic equipment under
contract with the National Advis¬
ory Committee for Aeronautics,
as well as to the United States
Army Air Forces, AerO-Medical
Laboratory, at Wright Field, Day¬
ton, Ohio.

An Introduction to Ultrasonic
Corporation

By- way of background, a brief
introduction to our company it¬
self may be in order. The com¬

pany was organized under the laws
of the Commonwealth of Massa¬
chusetts on Oct. 11, 1945. It is
principally concerned' with the
engineering, research and devel¬
opment work underlying a broad
program of utilizing sonic energy
in industrial processes. Its en¬
gineering, research, drafting and
office staff numbers about
twenty-five people. Its engineers
work closely with a further num¬
ber of active consultants and spe¬

cialists who are associated with
nearby technical institutions.
The company presently occu¬

pies the premises at 61 Rogers
Street, Cambridge, Massachusetts,
a single story building having

, about 7,000 sq. feet, of floor space.

Executive offices, engineering, de¬
sign, and drafting rooms, as well
as apparatus assembly space and
an acoustics laboratory are con¬
tained within this building.
The company regularly under¬

takes its own engineering and de¬
velopment work, and furnishes its
own drafting requirements. All
production of its equipment,
however, is subcontracted to a

group of local machine and metal
fabricating shops. Finished ap¬

paratus is returned to the com¬

pany's acoustic laboratory for
tests before being delivered to
customers. The company has its
own facilities for sales engineer¬
ing and field engineering, but for
the present, field installation and
erection work of its equipment is
handled through outside engi¬
neering firms specializing in such,
field erection work.

Ultrasonic Corporation has
been independently financed by a
number of individual New Eng¬
land investors, and its shares are

presently held by something over
one hundred stockholders. The

company is in no way financially
affiliated with any other com¬

pany. It has outstanding but one
class of security, common stock of
$5 par value. Of 200,000 shares
authorized, 46,430 shares are

presently outstanding, of which
10,000 shares were issued in 1943
at $20 per Share, the initial fi¬
nancing of the company having
been effected several years previ¬
ously.

During its formative years, the
company expended, according to
plan, certain amounts of its paid-
in capital in excess of its income,
in its development of its new-

equipment and processes. It has
minimized its own expenditures
through mutually advantageous
working arrangements negotiated
"with other corporations interested
in working jointly with it. Gen¬
erally speaking, it is felt that the
company is emerging from its pe¬
riod of such excess of expendi¬
tures, and that it presently should
demonstrate its attractive profit
potential. Upon the successful
completion of its development
and field research work in the
several processes of immediate
interest to the company, it is be^,
lieved that during the subsequent
three years the company's sales
may realistically climb'from about
one and one-half millions' in that
first year to about ten million
dollars in the third year. Project¬
ing a 15% net earnings level after
taxes, it is indicated that the
company's net profit should ac¬
cordingly climb from one-quarter
up to one and one-half million
dollars during the same three-
year span.

The Future for Sonic Energy

It is felt that over the next
several years industrial uses for
sonic energy will sharply expaftd,
and that Ultrasonic Corporation
will concurrently continue to
demonstrate its engineering and
business growth and progress,
further establishing an enviable
and impregnable position in its
new scientific field to the distinct
advantages of its stockholders and
customers.

In conclusion, it might be com¬
mented that a basic belief of the
directors of the company finds ex¬
pression in a comment contained
in a "New England Letter" of the
First National Bank of Boston, in
which a noted scientist of a fore¬
most American firm, in giving
unqualified endorsement to re¬
search investment, is quoted in
the following words: "Because the
methods which science uses, both
fundamental and applied, are so

powerful and certain in achieving
the ends sought, money spent
through well-organized research
and development departments is
the least risky, and potentially the
most profitable, of all the expen¬
ditures in which . industry ven¬
tures capital." ,
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Stockholders Must Unionize!
(Continued from first page)

from Britain's industrial national¬
ization or from Soviet totalitar¬
ianism. The threat is right at
home. Our lawmakers impose ex¬
cessive taxation, penalizing ex¬

pansion of big business, crippling
the growth of small business and
thus precipitating state capi¬
talism. Our commissions are

zealous in over-regulating their
particular industry and thus
throttling it.- Labor's program is
restricted production by "feather¬
bed" rules, and rigid wage costs.
These cause corporate deficits,
threatening bankruptcy and dis¬
charge of workers, and then pyra¬

miding unemployment. Finally,
the State intervenes to compound
its prior errors. When private
enterprise departs, totalitarian
politics enter.

Stockholders are exploited by
labor and ignored by politicians.
Stockholders, unorganized, are
powerless to check the inroads of
unions, and the crushing burden of
unsound taxation, both based on
erroneous economic theories. La¬
bor is now top-dog. To the de¬
mands of its leaders, elected and
appointed officials often yield.
Emergency Board decisions are

accepted by management but are
rejected by labor unions. These
have several times compelled the
President to order such judicial
bodies to. reopen closed cases and
to make decisions acceptable to
labor. The stockholders then
paid the penalty.

The government thus surren¬
dered sovereignty, its very es¬
sence. We then had government
of the people, by the unions and
for the unions. Such government
must surely perish from this earth.
Remember that the Republics of
Athens and Rome lasted less than
300. years. Ours is now 166
years old. Thomas Macaulay, the
British historian, predicted in 1857
that it would not last because it
lacked adequate checks and re¬

straints. His prediction will prove
false, we pray, but should serve
as a warning.

When the corporation is at¬
tacked, the stockholder is the vic¬
tim. Corporations have been as¬
sailed as if they Were owned by
a few tycoons. But the vast mul¬
titude of small stockholders suf¬
fer* As Adolf A. BerlC, Jr. and
Gardiher Means wrote ('"pie
Modern Corporation and Pri¬
vate Property," p. 355) "the Own¬
ers of passive property by sur¬
rendering control and responsi¬
bility over the active property,
have surrendered the right that
the corporation should be oper¬
ated in their sole interest. They
have released the - community
from the obligation to protect
them to the full extent implied in
the doctrine of strict property
rights." Thus, the stockholder
has Jaecome the whipping-boy and
outcast with no rights that either
labor or government is bound to
rCspect. .

Administrative bureaus, such as
the ICC or the SEC, have wiped
out billions of stockholders' prop¬
erty. Appointed officials, irre¬
sponsible to the electorate, make
arbitrary rulings which the courts
refuse to review. Thus, these
bureaus combine legislative, ju¬
dicial and , executive functions—
"The New Despotism," as Britain's
Lord Chief Justice H e w a r t

phrased it. The ICC wiped out
over $2 billion of railroad securi¬
ties, ignoring Congress, which by
large majorities twice passed bills
so to reorganize bankrupt rail¬
roads as to give some continuing
interest to the stockholders.

:Similarly, the SEC expropriated
stockholders of $4 to $6 billion by
flouting Congress' unconditional
order for regional integration of
Utility holding companies under
Section 30 and by executing un¬
conditionally, t^e clearly condi¬
tional Sectioh 11(b). This stated

that, if investors, consumers and
the general public were adversely
affected, then, and then only, may
the holding companies be broken
up. The SEC ignored the "if
clauses. Disintegration proceeded
as under an absolute order. In¬

tegration was ignored. What was
the result? Security prices fell.
The decline was frozen when

operating company stocks were
wrested from the holding compa¬
nies and sold to new buyers. These
benefited by the subsequent ap¬

preciation to which their original
owners, via the holding company
stock, were entitled. Pleas by in¬
vestors in holding companies were

ignored. The two great specula¬
tive bonanzas, in bankrupt rails
and utility holding companies,
were launched by Federal bureaus,
created to protect the investor.
But investors were impoverished,
while speculators were enriched.
Who is hurt? Not the managers,

nor any of the so-called "60 fam¬
ilies," but millions of stockholders
in the United States. The over¬

whelming majority of these are
small people. Because stock own¬

ership is thus widely diffused,
American corporations are in a
real sense publicly-owned, though
not State-owned. Ownership rep¬
resents past labor or savings.
However, the stockholder class is
not rigid. There is no discrimina¬
tion. There is no initiation fee.
Everyone is eligible to enter and
to leave, This is genuine democ¬
racy. Risk also involves loss.
Many individuals and families that
once had large stockholdings lost
them through negligence or

changes in our dynamic economy.

What Are the Causes?

The corporate form of business
created new problems, ethical and
political. In a small shop, the rela¬
tions between ^employer and em¬

ployee are governed by the estab¬
lished rules of individual ethics
and of law. There, stealing and
cheating are punishable crimes.
When large corporations arose,
they became impersonal, almost
anonymous, and the owners were

represented by managers. Sim¬
ilarly, when the individual em¬

ployee was organized into unions,
his personality vanished. He also
became anonymous. Such ano¬

nymity encouraged exploitation of
the unorganized owners. by the
organized employees. A fitting so¬
cial ethics has not yet evolved.
Stealing and cheating are not only
tolerated, but legalized by govern¬
ment tribunals, as in "feather-
bedding" for example.
Again, the employees have be¬

come vocal through eloquent
spokesmen of their unions who
plead their cases before the bar
of public opinion in radio forums,
before Congressional Committees
and before administrative bureaus.
The unorganized owners, stock¬
holders, lack these facilities. They
are not vocal, because they have
no authorized spokesmen. The
managers, often men with salaries
running into six figures, cannot
speak effectively on behalf of the
small stockholder whose individ-*
ual annual income often is less
than that of the workers. Besides,
the politicians' dislike for men of
wealth makes the manager a poor
spokesman for the little people.
As a result, the status of the Small
stockholder is gradually deterio¬
rating. It fell through his negli¬
gence. It can be restored through
his vigilance.
Social progress tends to lag be¬

hind mechanical progress. The
mechanization of industry had so¬
cial and political repercussions.
Production vastly increased. The
living standard rose greatly. But
as the worker became increasingly
specialized, he lost in bargaining
power against a big employer.
Therefore, unions were organized.
They thus acquired political power
and obtained rights which society,
generally, concedes as just.

"

The employees have, but the
stockholders have not, made up
the lag in political and social ad¬
justment to large-scale production
and to the corporate form of busi¬
ness. The employees and farmers
obtained power by unionization
and by the exercise of political
pressure. But the employing stock¬
holders remain unorganized and
have become the helpless victim
of organized groups.

Of course, the pressure to or¬

ganize differs in each case. An
employee who is entirely depend¬
ent on a wage to meet his family
budget has a 100% interest in in¬
creasing that wage. He is made
union-conscious by appeals first to
his self-interest, then to antag¬
onism toward his employer, and
in some cases to the theory of the
class struggle. In addition his
leaders have a personal interest
in unionization, power over fel¬
low-men, success over rivals, a
place in national affairs and a

life-long salary and pension.
Therefore, the appeal to employ¬
ees to organize succeeds.
But the employing stockholder

may receive, say, 20% of his in¬
come from his shares and 80%
from salary. If his stocks are

diversified among ten issues; then
only 2% of his annual income is
derived from any one company
and he, therefore, has less inter¬
est in the outcome of a strike than
the worker has. Besides, group
consciousness has not been aroused
among employers, stockholders. It
must be.

Yet there are several similari¬
ties between employers and em¬

ployees. The total number of em¬
ployers, stockholders, in individ¬
ual companies often exceeds the
number of employees, as in Gen¬
eral Motors, American Telephone,
dtc. The total number of stock¬
holders in the United States;Esti¬
mated by Rufus Tucker and others
at between 10 and 15 million, ap¬
proaches the total membership in
labor unions.

. / . -

Again, there is mobility in both
groups. The employee can change
his job and the employer can

change his stockholdings. How¬
ever, while stockholders flee from
poor management and obsolescing
industries, employees do not. Un¬
der union organization, employees
tend to become ever more rigid
and indeed, often insist, for selfish
interests and against stockholders'
and public interests, on dictating
wasteful employee policies, as on
the railroads, without assuming
financial responsibility therefor. ■>

The individual stockholders,
facing organized labor are as help¬
less as Indians with bow and ar¬

row would have been against
General Patton's organized and
mechanized army. Unions have
economic analysts, public relations
counsel, legal specialists, effective
fund-raising machinery and a po¬
tent, ruthless Washington lobby.
What chance has the stockholder?
Because employees are organized,
Mr. Green and Mr. Murray can
ask for appointments or often are

invited to the White House to dis¬
cuss national policy. If a stock¬
holder asked for such an appoint¬
ment, the Secret Service would
whisk him away to Washington's
St. Elizabeth Mental Hospital. Be¬
sides, who ever heard of a stock¬
holder being invited to the White
House? Indeed, whom could the
President invite even if he wished
to do so? Yet, there are more than
10 million stockholders and they
all vote in elections and could be
politically powerful, if equally or¬
ganized. >

Labor union lobbies are located
right near legislative chambers,
but there is no investors' lobby.
Therefore, labor wins its demands,
no matter how exaggerated, and
investors lose their rights, no mat¬
ter how minimal. The history of
the stockholder is a record of
what has been done to him. The
future of the stockholder should

be a program of what he will do
to others who are throwing the
economy out of balancq.
The principle of equilibrium of

forces, applied in machinery and
in physiology, is ignored in oub
economic life. In constructing
buildings and bridges, engineers
apply the law of static equilib¬
rium. In designing automobiles
and locomotives, engineers apply
the laws of dynamic equilibrium.
The more powerful the engine,
the more powerful must be the
brake.

Laws of equilibrium also pre^
vail in the human body. Every
muscle in the body has its coun¬
terpart or check. Because muscles
are thus paired, into flexors and

extensors, animals are able' to
move and function. Without such

pairing, they could not even

stand, but would collapse in a
heap. There is also internal equi¬
librium in the healthy body, as
the late Professor Walter B. Can¬
non of Harvard showed in "The
Wisdom of the Body." But the
economic organism lacks equilib¬
rium and self-correcting mecha¬
nisms. For this reason, society is
unstable and is subject to violent
maladjustments, crises and even
the danger, of collapse. Mechan¬
ical invention and physiological
evolution may furnish us a pat¬
tern for designing a stable econ¬

omy.
What Is the Remedy? y

Stockholders must be organized.
In union there is strength.;. The
stockholders should be encour¬

aged by the management to. or¬
ganize. They have millions of
votes and could exercise political
influence. Congress would re¬

spond as readily as it does to
other organized groups in a de¬
mocracy.

United we stand; divided we

. Business should apply the
principles of political organiza¬
tion. Then it would be possible
for the representatives of the ap¬

proximately ten million American
citizens,. stockholders, mostly
small, a veritable vast army, to
appear before Congressional Com¬
mittees. Does anyone believe that,
against such popular pressure, the
ICC would have confiscated many

myriads of little holders in rail¬
road reorganization? Or that the
SEC would have imposed such
drastic losses on vast multitudes
of little fellows as the result of

enforcing the unjust and destruc¬
tive Death Sentence Clause? Or¬

ganization of these masses is nec¬

essary.

Political and social forces
should balance each other. A
stockholders' union could offset
the pressure of organized labor on
government bodies. Let the stock¬
holders arise, unite and fight for
equal suffrage and equal rights,
with other nressure groups.

Under present corporate func¬
tioning the potentialities of the
owners are ignored. The stock¬
holders have little to say about
the policies of the corporation
with respect to labor or govern¬

ment, but in these fields they
could be effective if organized.
Some way should be devised to
bring f the , political influence of
ten million fully organized stock¬
holders to bear, both as a counter¬
weight to labor unions and as a

check on government officials.

Such organization of stockhold¬
ers will foster political and .eco¬

nomic ; equilibrium.f The- highly
developed successful organization
and strategy of other pressure
blocs must be adopted by invest¬
ors. The power of a pressure-

group rests on the fact that it
represents many votes. There¬
fore, during the 1943 hearings be¬
fore the Senate Finance Commit¬
tee on the utility corporation
income tax, which I. helped to
organize. Senator Robert A. Taft
said, "Would that the stockhold¬
ers did organize." Let us apply,
for the much beaten stockholder,
the trenchant phrase of General
Stillwell after our defeat in

Burma, "We took a hell of a beat¬
ing. Let us see how they did it
and we shall come back."

Stockholders are at the "grass
roots" of our economy. An analy-.
sis shows that approximately 80%*
of the stockholders in our lead¬

ing companies own less than 100
shares. In some railroads which.
I examined, this percentage ran
over 90%. Some companies, like,
American Telephone & Telegraph,
General Motors, U. S. Steel and
Pennsylvania RR., publish the
distribution of their stockholders,,
showing the kigh percentage of.
the number of stockholders own-:

ing less than a modest amount of
stock, about $2,500 average value.;
Every listed company should be;
required by the Stock Exchanges
to publish such distribution of its
stock. Diagnosis must precede
cure. To frame a policy, get the
facts.

Past efforts on behalf of the
stockholders have been futile.
Hitherto sporadic and haphazard
organizations of stockholders have
grown up around an individual.
As a result, the organizations
were small and too feeble to af¬
fect legislation or commission rul¬
ings. The Association of Railroad
Securities Owners, organized - a

generation ago, has accomplished
little to date. The same applies to
the American Investors Union, the'
Investors League, the Tool Own--
ers Union, the Committee of
American Investors, and the Fed-#
eration of Railway- Progress.'
Many* similar organizations van¬
ished into oblivion. Their mem¬

bership ranging from 5 to 15 thou¬
sand is insignificant compared to
a single corporation's stockholders,
say Consolidated Edison's 125*,000;
or Pennsylvania Railroad's 200,-'
000, or General Motors' 400,000. *
Without, an ; oi^anization of:

stockholders, the many efforts on:
behalf of free enterprise must be
feeble such as Edward F. Hutton's:
one-man' campaign through full;
page ads in the newspapers, or the
Committee for Constitutional

Government's, and Foundation for;
Eeonobnic Education's vast vol-:
urne of literature, from clippings
to books, or the Committee for:
Economic Development's fine sci-»
entific studies. .Who can say that'
these had any practical effect ori-
labor leaders or legislation? How;
effective would the CIO or the
AFL be On a similar basis? ' But;
if stockholders are organized,*
these publicity efforts would,*'
through them, influence labor and '

government circles. These com-;
mittees and- foundation would:

supplement, but cannot substitute-
stockholders unions. Much good
work is. now lost like good natural1
gas escaping into the air, whereas
it should be capped and channeled*
to the machinery that can convert
it into political power. ; /

"f Let us learn from past failures.
To ignore such experience is folly/
The reason for failure is that these
organizations were not organized -

functionally. Labor " unions are

successful1 because they were'

grouped, not around a mgn but_
around actual economic structures
and functions. The AFL unions-
are built around a craft, as metal-*
workers or carpenters. The CIO
unions are built around an indus¬
try, such as steel or automobile/
Imagine how pifflingly futile la-:
bor unions would be if they were,
organized on the same haphazard
voluntary and all-inclusive basis
as the investors' organizations!-
To : succeed * like labor unions,
stockholders' unions must be built *
around an existing economic in-"
stitution, like the corporation or

the industry. ' *

Obviously, some new approach
is necessary. What is needed now,

is deliberate encouragement to
stockholders to organize unions,
and to give them an adequate di-;
rection, and to extend such or-:

ganization over the whole field of.
the listed companies. Stockhold-:
ers' unions could then be power-,
ful in effecting political changes'
to strengthen private enterprise/
Such organization would havi*
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greatly enhanced the success of
efforts over the past decade, to
obtain relaxation of legislation
and of bureau rules inimical to

stockholders, which I either orig¬
inated or participated,, in,;, as in
legislation on the capital gains
tax (1938 arid 1942), general cor¬
poration and utility corporation
income tax (1942 and 1943),, and
in commission rulings as in the
Death Sentence of Utility Holding
Companies (1943 to 1946), and re¬

organization of bankrupt rails,
(1943 to 1946). How easy would
have been a victory if millions of
organized voters had backed these
efforts.

,

One corporation has been a

courageous pioneer in organizing
its own stockholders. The Penn¬

sylvania Railroad Company, at
the annual meeting in April, 1947,
encouraged the formation of a
committee to include "large and
small stockholders to be appointed

1

by the management and to be
available to work with the man¬

agement on labor and govern¬
ment matters, which also concern
the stockholders."
In his letter to stockholders, the

Secretary of the Pennsylvania
Railroad stated, "The (stock¬
holders') Cdmmittee also ex¬

pressed an interest in ways to
bring about more harmony be¬
tween the governmental decisions
which increase labor costs .. < and
those which control the income.

The stockholders themselves have
a direct responsibility and can be
more effective in presenting their
views to the press, to members of
Congress and to regulatory bodies
than through . ; . management. It
was deemed of the greatest im¬
portance that the stockholders as¬
sume such ' responsibility; f^iftde
their investments make possible
the existence of the company and
of the jobs held by employees and,
therefore, they are entitled'to "a
return on their investments and
-should ; be active in . protecting
.their interests and in ^opposing
-any action that might jeopardize
-their investments. The! President,
.on behalf of the'management,
stated that he considered it very
desirable to have the stockholders

take such an interest."

The experiment by the Pennsyl¬
vania Railroad should be de¬

veloped further and widely
adopted. There should be a union
of stockholders for each company.
The stockholders now depute to
their managers the business prob¬
lems of sales, production, costs,
profits, dividends and finance. The
stockholders, when organized,
should depute to a Special Com¬
mittee of the Stockholders' Union
the non-business problems, such
as public relations, labor relations
and government relations.
The stockholders' interests and

their broad social and political
character should be emphasized.
An executive committee repre¬

senting the stockholders' union
should be kept advised of de¬
velopments in the affairs of the
company. This executive commit¬
tee could send to stockholders its

communications, either indepen¬
dently or along with the manage¬
ment's statements accompanying
quarterly reports or dividend
checks. Again, in annual meetings,
after the President or Chairman

presents the report of business
operations, the head of the Stock¬
holders' Committee should pre¬

sent his report on publid rela¬
tions, including labor and govern¬
ment. Public-spirited men, En¬

gineers, accountants, lawyers,
professors or ex-Congressmen, or
ex-officials of Commissions re¬

spected in labor and government
circles, could be selected from the
list of the company's stockholders
to serve as directors of the board
of the stockholders' union. A
modest fee should compensate
them for such services. One out¬

standing corporation director
should be either Chairman of
such Stockholders' Union Board

or jts liaison officer.

. The Stockholders' Union should
be financed not by voluntary con¬

tribution but by a fixed charge on
corporate income. There should
be a check-off, similar to labor
union dues, of a few cents per

share, or some equivalent tiny
fraction of the profits or, divi¬
dends. This is a legitimate busi¬
ness expense, since it is concerned
with defending the interests of the
corporation. There are over 2.0
billion shares listed on the New
York Stock Exchange and over
600 million shares are listed on

the New York Curb. Thus, dues
of 1 cent per share would produce
the equivalent of about $26 mil¬
lion in union dues, a social in¬
surance fund to protect stock¬
holders.

How much effective research,
publicity and political influence
this would make possible! The
corporation should benefit finan¬
cially and recoup this expense.
For if a company's stockholders
are organized, its stock may well
be favored by the market and sell
at a higher price or lower yield.
Thus its expansion would be
facilitated.

Yet, this fund is insignificant,
% of 1% of total dividends which
averaged about $7.3 billion in
1947-48 (about 3.2% of the na¬
tional income). Such $26 million
of stockholder union dues is a

small fraction (7%) of the total
receipts of labor unions which
amounted to about $389 million
of which union dues alone ex¬

ceeded $218 million, according to
the latest U. S. Treasury report
(1943). By contrast existing in¬
vestors organizations now collect
paltry sums, a few thousand dol¬
lars, or just about enough to
cover printing, mailing and post¬
age and some modest overhead
expense, leaving nothing for basic
research and public education.
Therefore, they now futilely fan
the air, utterly ineffective and
hardly even noticed. The man¬

agers are volunteers and serve

gratis. How effective would Philip
Murray, William Green or John
Lewis be under similar conditions?

The vast disparity between the
sums now raised by labor organi¬
zations and stockholder organiza¬
tions explains the correspondingly
immense difference in affecting
legislation and administrative
rulings. For the stockholders
groups, the discrepancy between
their ends and means is obvious.

The existing investors' associa¬
tions seem like a man trying to
move a mountain of ore with an

infant's toy shovel and pail and
they are just about as successful.

Company stockholders' unions
should be united into industrial

groups. Just as the Chrysler Labor
Union and the General Motors

Labor Union are combined into
the United Auto Workers Union,
so the stockholders - of Chrysler
and of General Motors should be

combined in a United Automobile
Stockholders' Union, under dis¬
tinguished public-spirited leader¬
ship. Similar groups should be
constituted for railroads, utilities,
steel, coal, and other industries.
Then when there is a labor de¬
mand on a nationwide scale with¬
in any industry, the United Stock¬
holders Union in that industry
should be represented at the na¬
tional wage hearings to state the
case for the many myriads of little
stockholders.

All the unions covering an en¬

tire industry should then be affil¬
iated into a National Federation of
Stockholders' Unions. This would

correspond to the AFL or to the
CIO. Such a National Federation
could become a powerful political
force for defense.

Congressional hearings would
be as greatly impressed by the
personal appearance of represen¬
tatives of stockholders' unions as

was the Senate Committee on In¬
terstate Commerce when an elder¬

ly stockholder appeared at the
hearings on Railroad Reorganiza¬
tion (S. 1253) in March, 1946. This
stockholder, having lost his money
in bankrupt railroad preferred

stocks, got a job in Washington.
He stated that only for this reason
was he, among multitudes sim¬
ilarly ruined, able to appear at the
hearings to protest against the
elimination of stockholders by the
unjust ICC reorganizations. The
Senate Committee listened to him
with rapt attention and roundly
criticized the members of the ICC

attending the hearings for their
unsympathetic attitude.
To accomplish its purpose, the

National Federation of Stockhold¬
ers' Unions should have the rele¬
vant data marshalled by scientific
organizations, like the National
Bureau of Economic Research, the
20th Century Fund, the Brookings
Institution, or that unique busi¬
ness service, the Econometric In¬
stitute. Such a Stockholders' Fed¬
eration should, like the AFL and
CIO, sponsor radio forums to pre¬
sent the facts in the court of pub¬
lic opinion.

Under suitable legislation,
stockholders' unions can grow as

rapidly as did labor unions un¬

der a similar stimulus. Therefore,
laws should be passed to stimulate
the formation of stockholders'
unions. These could protect gov¬
ernment officials against undue
influence of anti-social "pressure-
groups" inimical to the stock¬
holder, the consumer and to the
government itself. Indeed, with
the accelerated trend toward so¬

cialization and nationalization,
private enterprise may die and
there may be no more need for
dealers or brokers or investment
counsel or services or financial

publications or financial editors.
Therefore, all of those affected
should help to save stockholders
and thus, to save themselves also.
What should be the aims of a

stockholders' organization? Its ob¬
jectives should include the broad
field of labor relations, taxation
and other legislation, consumer

inter^ts and other public rela¬
tions, viz.; (a) to protect the stock¬
holder against organized minori¬
ties and pressure groups, (b) to
oppose destructive administrative
rulings and to urge remedies, (c)
to preserve private enterprise and
its twin, political freedom, (d)
and to help labor to develop its
social ethics and a social con¬

science with full recognition of
responsibility of labor union of¬
ficials to their own members, to
their employers, i.e., the stock¬
holders, and, most of all, to con¬
sumers, out of whose purchases
alone wages can come. To put a
floor under human suffering re¬

quires that we remove the ceiling
over effort. Only under risk-tak¬
ing and an expanding economy
can we legislate social welfare.

Stockholders' unions could co¬

operate with other interested
groups on common problems. On
tax problems, the stockholders'
unions could join taxpayers' asso¬
ciations. They could also cooper¬
ate with consumers' organizations
in resisting unreasonable demands
of the farm bloc and labor union
pressure-groups. And, finally, such
stockholders' unions could cooper¬

ate closely with the labor unions
in many mutual interests affect¬
ing their own industry, for weal
or woe. «

The National Federation of
Stockholders' Unions could be the

politically effective spokesman in
defense of free enterprise. There
is no authcrized responsible
spokesman today. What attention
is paid in Washington to the flood
of speeches delivered continually
by officials of the ABA, IBA,
NAM, etc.? It merely relieves
both speaker and audience of
pent-up indignation —a sort of
blowing off steam psychologically
when the pressure rises.
When organized groups advo¬

cate selfish policies, they always
identify their own ruthless de¬
mands with the national interest,

and construct fanciful rationaliza¬

tions of their anti-social designs.
Yet the unorganized exploited ma¬

jority cannot reply, lacking a
spokesman. If the stockholders
were organized, they could expose
these fallacies. Perhaps govern¬
ment officials would not dare to

repeat such fallacies, if they knew
that stockholders also were organ¬

ized, vocal and aroused voters, to
be feared at the polls equally with
the "pressure group" minority, for
which they now speak.

Ownership and management
have been too greatly segregated.
They are essentially and function¬
ally united. Their common inter¬
ests are greater than their con¬

flicting interests. Both stock¬
holders and managers must unite
against continually increasing ex¬
ternal political and social dangers.
The managers must cease to keep
the stockholder in the background,
as if he were some half-wit rela¬
tive. Instead he is like Jephthah,
the Gileadite, the outcast who was

recalled to* save the community
from impending danger.
The organization of Stockhold¬

ers' Committees may be discour¬
aged by some managers because of
the fear of nuisance minorities

organized and directed by "strike-
suit" lawyers, who for a fee seek
to embarrass and blackmail of¬
ficers and directors. This diffi¬

culty could be obviated in several
ways. The organized majority of
stockholders could outvote the

minority and squelch it more ef¬
fectively than can the manage¬
ment which often buys off such
blackmail suits. Or the manage¬
ment could submit or approve a
list of outstanding candidates, half
of whom the stockholders would
select for the union's board. Or
an obnoxious candidate trying to
foment trouble could be chal¬

lengeable by the management,
subject to reasonable conditions,
as a candidate for a jury panel
can be challenged and excluded.
7 What is the next step to be
taken?

j Perhaps some forward-looking
corporations' could be persuaded
to follow the lead of the Pennsyl¬
vania Railroad and 'invite their
stockholders to form a union.
Under the lead of a few enlight¬
ened and progressive corporations,
it should be possible within a

short time to organize the Ameri¬
can stockholders so as to become
an effective force in preserving
free enterprise and free govern¬
ment.

A Temporary Organizing Com¬
mittee should be formed by issu¬
ing houses, stock exchange firms
and investment trusts, who should
be trustees for their clients and
for all stockholders. Representa¬
tives should be chosen that have
close contacts with company ex¬

ecutives. Such an ad hoc com¬

mittee could undertake the pre-
1 i m i n a r y educational work.
Twenty-five such firms, each con¬

tributing the salary of one mes¬

senger, could set up a temporary
organization until an over-all
organization of stockholders is
created.

The magnitude of this under¬
taking is not to be underrated.
It is no dream, if stockholders
wish it. It will call for economic
statemanship of a high order. The
time is opportune and the need
is urgent. Early action is essen¬

tial. If the present lack of policy
continues, free private enterprise
may wither, even in our last cor¬
ner of the globe.
"Where there is no vision, the

people perisheth." This fate ap¬

plies to business corporations, to
private enterprise, to institutions,
to political parties, nations, social
systems and civilizations. Our sys¬
tem cannot be stable when exist¬

ing powerful organized groups
push along a dangerous trend
without an equally balancing
force to restrain it. Our free

political system has been stable
because of constitutional checks
and balances. To survive, our

free economic system must find
corresponding social and organi¬
zational checks and balances.
The stockholders are now the

underdog of cur economy. Where

is their Sam Gompers or John
Mitchell that will organize them?
Let us apply the classic command
of Marshal Foch of France in
1918;. "My center is retreating.
My right is turning. I shall at¬
tack!" Here is a call for courage
and leadership.

Opposes St. Louis
Exchange Merger
George C. Smith says it will b*

unfavorable to St. Louis.

According to a dispatch of the
Associated Press, dated June 2?,
George C. Smith, President of the
St. Louis Chamber of Commerce,
stated that the merger of the 9^
Louis Stock Exchange with three
other Midwestern exchanges hi
Chicago will cause "some grave
injuries" to St. Louis.
The proposed merger of the ex¬

changes of Cleveland, St. Louit,
Chicago and Cincinnati is tenta¬
tively scheduled for Sept. 1. Mem¬
bers of the St. Louis exchange
voted 28 to 6 in favor of the mer¬

ger May 26.
I can see some personal ad¬

vantages to be gained by the local
brokers and especially by the Chi¬
cago exchange and Chicago bank¬
ers," Mr. Smith added. "But I
can also see some grave injuries
affecting St. Louis and possibly
some firms whose stocks are now

listed on our local exchange."
It is rumored that a group op¬

posed to the merger is seeking ft
new referendum on the question.
Failing that, the group is reported
planning a continuation of some
sort of securities exchange in St.
Louis.

Pennsylvania Pr, ft LL
Issues Stock-flights
> Pennsylvania Power & Light
Co. is offering to its comma*
stockholders the right to subscribe
at $16.25 per share for 415,91®
shares of additional common stock
at the rate of one share for each
seven shares held of record June

27, 1949. The subscription war¬
rants expire July 19, 1949. The
offering has been underwritten
by an investment banking group
jointly headed by Drexiel & Co-,
and The First Boston Corp.

Out of any unsubscribed shard%
the company will offer to each
employee the privilege of sub¬
scribing to not more than 13®
shares at the subscription price.
Common stockholders will have
the privilege of subscribing for
additional shares, subject to allot¬
ment out of the shares, if any, not
subscribed for by warrant holder®
or employees. „

Proceeds from the sale of the
new common stock will be used
in connection with the company's
construction program. The com¬

pany estimates that its construc¬
tion expenditures for the ZVz years
ending with 1952 will be around
$75,000,000. To complete this pro¬
gram, according to the company,
an additional $25,000,000 will have
to be raised from the issuance and
sale of new securities. The com¬

pany is not now able to state
when additional financing will be
undertaken or the nature or

amount thereof except that, de¬
pending on market conditions, it
is expected that additional shares
of preferred stock will be offered
in the near future. The number
of such shares has not yet been
determined but it is expected that
it will not exceed 75 000 shares.

The company's service territory
in central eastern Pennsylvania
includes large agricultural and in¬
dustrial sections and has a popu¬
lation of more than 1,700,000. For

the 12 months ended April 39,

1949, operating revenues were

$68,180,502 and net income $8,-
661,192.
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Truman 0i
(Continued from first page)

other - countries to assise the

peoples of economically under¬
developed areas to raise their
standards cf living, I recommend
the enactment of legislation to
authorize an expanded program of
technical assistance for sucn areas,
and an experimental program for
encouraging the outflow of pri¬
vate investment benef.cial to

their economic development.
These measures are the essential
first steps in an undertaking
which will 'call upon private en¬

terprise and voluntary organiza¬
tions in the United Staces, as well
as the government, to take part in
a constantly growing effort to im¬
prove economic conditions in
the less developed regions of the
world.
The grinding poverty and the

lack of economic opportunity for
many millions of people in the
economically under-dev eloped
parts of Africa, the Near and Far
East, and certain regions of Con-
tral and South America, consti¬
tute one of the greatest challenges
of; the world today. In spite of
their age-old economic and social
handicaps, the peoples in these
areas have in recent decades been
stirred and awakened. The spread
of industrial civilization, the
growing understanding of modern
concepts of government and the
impact of two world wars have

changed their lives and their out¬
look. They are eager to play a
greater part in the community of
nations.
All these areas have a common

problem. They must create a
firm economic base for the dem¬
ocratic aspirations of their citi¬
zens. Without such an economic
base they will be unable to meet
the expectations which the mod¬
ern world has aroused in their
peoples. If they are frustrated
:and disappointed they may turn
to false doctrines which hold
that the new way of progress lies
through tyranny.

Hold Tremendous Promise
for U. S.

For the United States the great
awakening of these peoples holds
tremendous promise. It is not
only a promise that new and
stronger nations will be associated
with us in the cause of human
freedom,! it is also a promise of
new economic strength and
growth for ourselves.
With many of the economically

under-developed areas of the
world we have long had ties of
trade and commerce. In many
instances today we greatly need
the products of their labor and
their resources. If the produc¬
tivity and the purchasing power
of these countries are expanded
our own industry and agriculture
will benefit. Our experience shows
that the volume of our foreign
trade is far greater with highly
developed countries than it is with
countries having a low standard
of living and inadequate industry.
To increase the output and the
national income of the less deveL
oped regions is to increase our

own economic stability.
In addition, the development of

these areas is of utmost im¬
portance to our efforts to restore
the economies of the free Euro-
pean-nations. As the economies
of the under-developed areas ex¬

pand they will provide needed
products for Europe and will
offer a better market for Euro¬
pean goods. Such expansion is
an essential part of the growing
system of world trade which is
necessary for European recovery.

Furthermore, the development
of these areas will strengthen
the United Nations and the fab¬
ric of wrorld peace. The preamble
to the charter of the United
Nations states that the economic
and social advancement of all
people is an essential bulwark
of peace. Under Article 56 of
the charter, we have promised

itiines "Point IV
to take separate action and to
act jointly with other nations
"to promote higher standards
of living, full employment, and
and conditions of economic and
social progress and develop¬
ment."
For these various reasons as¬

sistance in the development of
the economically under-devel¬
oped areas has become one of
the major elements of our for¬
eign policy. In my inaugural
address, I outlined a program
to help the peoples of these areas
to attained greater production as
a way to prosperity and peace.

Peoples in Undeveloped Areas
Must Cooperate

The major effort in such a

program must be local in char¬
acter it must be made by the
people of the under-developed
areas themselves. It is essential,
however, to the success of their
effort that there be help from
abroad. In some cases, the peoples
of these areas will be unable to

begin their part of this great en¬

terprise without initial aid from
other countries.
The aid that is needed falls

roughly into two categories. The
first is the technical, scientific
and managerial knowledge neces¬

sary to economic development.
This category includes not only
medical and educational knowl¬

edge, and assistance and advice
in such basic fields as sanitation,
communications, road building
and governmental services, but
also, and perhaps most important,
assistance in the survey of re¬
sources and in planning for long-
range economic development.
The second category is produc¬

tion goods—machinery and equip¬
ment—and financial assistance in
the creation of productive enter¬
prise., The under-developed areas
need capital for port and harbor
development, roads and communi¬
cations, irrigation and drainage
projects, as well as for public util¬
ities and the whole range of ex¬

tra-active, processing and manu¬

facturing industries. Much of the
capital required can be provided
by these areas themselves, in spite
of their low standards of living.
But much must come from abroad.

The two categories of aid are

closely related. Technical assist¬
ance is necessary to lay the
groundwork for productive invest¬
ment. Investment, in turn, brings
with it technical assistance. In
general, however, technical sur¬
veys of resources and of the pos¬
sibilities of economic development
must precede substantial capital
investment. Furthermore, in many
of the areas concerned, technical
assistance in improving sanitation,
communications or education is
required to create conditions in
which capital investment can be
fruitful.

Technical Cooperation
This country, in recent years,

has conducted relatively modest
programs of technical cooperation
with other countries. In the field
of education, channels of exchange
and communication have been
opened between our citizens and
those of other countries. To some

extent, the expert assistance of a

number of Federal agencies, such
as the Public Health Service and
the Department of Agriculture,
has been made available to other
countries. We have also partici¬
pated in the activities of the
United Nations, its specialized
agencies, and other international
organizations to disseminate use¬
ful techniques among nations.
Through these various activities,

we have gained considerable ex¬

perience in rendering technical
assistance to other countries. What
is needed now is to expand and
integrate these activities and to
concentrate them particularly on
the economic development of un¬
der-developed areas.

"

Program
Much of the aid that is needed

can be provided most effectively
through the United Nations. Short¬
ly after my inaugural address,
this Government asked the Eco¬
nomic and Social Council of the
United Nations to consider what
the United Nations and the spe¬
cialized international agencies
could do in this program.
The Secretary General of the

United Nations thereupon asked
the United Nations Secretariat and
the Secretariats of the specialized
international agencies to draw up

cooperative plans for technical as¬
sistance to under-developed areas.
As a result, a survey was made of
technical projects suitable for
these agencies in such fields as

industry, labor, agriculture, scien¬
tific research with respect to nat¬
ural resources, and fiscal manage¬
ment. The total cost of the pro¬

gram submitted as a result of this
survey was estimated to be about
$35 million for the first year. It
is expected that the United Na¬
tions and the specialized interna¬
tional agencies will shortly adopt
programs for carrying out projects
of the type included in this sur¬

vey.

In addition to our participation
in this work of the United Nations,
much of the technical assistance
required can be provided directly
by the United States to countries
needing it. A careful examination
of the existing information con¬

cerning the under- developed
countries shows particular need
for technicians and experts with
United States training in plant
and animal diseases, malaria and
typhus control, water supply and
sewer systems, metallurgy and
mining, and nearly all phases of
industry.
It has already been shown that

experts in these fields can bring
rabout tremendous improvements.,
For example, the health of the
people of many foreign communi¬
ties has been greatly improved
by the work of United States sani¬
tary engineers in setting up mod¬
ern water supply systems. The
food supply of many areas has
been increased as the result of
the advice of United States agri-i
cultural experts in the control of]
animal diseases and the improve-.;
ment of crops. These are only ex-;

rtmples of the wide range of bene¬
fits resulting from the careful ap¬
plication of modern techniques to
local problems. The benefits which
a comprehensive program of ex¬

pert assistance will make possible
can only be revealed by studies
and surveys undertaken as a part
of the program itself.

Initial Outlay Put at $45 Million
To inaugurate the program, I

recommend a first year appropria¬
tion of not to exceed $45,000,000.
This includes $10,000,000 already
requested in the 1950 budget for
activities of this character. The
sum recommended will cover both
our participation in the programs
of the international agencies and
the assistance to be provided di¬
rectly by the United States.,
In every case, whether the op¬

eration is conducted through the
United Nations, the other inter¬
national agencies, or directly by
.the United States, the country re¬
ceiving the benefit of the aid will
be required to bear a substantial
portion of the expense.

The activities necessary to carry
out our program of technical aid
will be diverse in character and
will have to be performed by a
number of different government
agencies and private instrumen¬
talities. It will be necessary to
utilize not only the resources of
international agencies and the
United States Government, but
also the facilities and the experi¬
ence of the private business and
non-profit organizations that have
long been active in this work.
Since a number of Federal

agencies will be involved in the

program, I recommend that the
administration of the program be
vested in the President, with au¬

thority to delegate to the Secre¬
tary of State and to other Govern¬
ment officers, as may be appropri¬
ate. With such administrative

flexibility, it will be possible to
modify the management of the
program as it expands and to meet
the practical problems that will
arise in its administration in the
future.
The second category of outside

aid needed by the under-devel¬
oped areas is the provision of
capital for the creation of produc¬
tive enterprises. The International
Bank for Reconstruction and De¬

velopment and the Export-Import
Bank have provided some capital
for under-developed areas, and, as
the economic growth of these areas

progresses, should be expected to
provide a great deal more. In ad¬
dition, private sources of funds
must be encouraged to provide a

major part of the capital required.

Serious Difficulties in Flow of
U. S. Capital

In view of the present troubled
condition of the world—the dis¬
tortion of world trade, the short¬
age of dollars, and other after¬
effects of the war—the problem of
substantially increasing the flow
of American capital abroad pre¬
sents serious difficulties. In all

probability novel devices will
have to be employed if the invest¬
ment from this country is to reach
proportions sufficient to carry out
the objectives of our program. . |
All countries concerned with the

program should work together to
bring about conditions favorable
to the flow of private capital. To
this end we are negotiating agree¬
ments with other countries to pro¬
tect the American investor from

unwarranted or discriminatory
treatment under the laws of the

country in which he makes his In¬
vestment. ,v* . - •>

In negotiating such treaties we
do not, of course, ask privileges
for American capital greater than
those granted to other investors
in under-developed countries or

greater than we ourselves grant
in this country. We believe that
American enterprise should not
waste local resources, should pro-
fvide adequate wages and working
'conditions for local labor, and
^hould bear an equitable share of
the burden of local taxes. At the
same time, we believe that inves¬
tors will send their capital abroad
on an increasing scale only if they
are given assurance against risk of
loss through expropriation with¬
out compensation, unfair or dis¬
criminatory treatment destruction
through war or rebellion, or the
inability to convert their earnings
into dollars.

Although our investment treaties
will be directed atjmitigating such
risks, they can nofeliminate them
entirely. With the best will in the
world a foreign country, particu¬
larly an under-developed country,
may not be able to obtain the dol¬
lar exchange necessary for the
prompt remittance of earnings on
dollar capital. Damage or loss re¬

sulting from internal and interna¬
tional violence may be fyeyond the
power of our treaty signatories to
control.

Many of these conditions of in¬
stability in under-developed areas
which deter foreign investment
are themselves a consequence of
the lack of economic development
which only foreign investment can
cure. Therefore to wait until stable
conditions are assured before en¬

couraging the outflow of capital
to under-developed areas would
defer the attainment of our ob¬

jectives indefinitely. It is neces¬
sary to take vigorous action now
to break out of this vicious circle.

Guarantee to Private Capital

Since the development of un¬

der-developed economic areas is
of major importance in our for¬
eign policy, it is appropriate to
use the resources of the Govern¬

ment to accelerate private efforts
toward that end. I recommend,
therefore, that the Export-Import
Bank be authorized to guarantee
United States private capital, in¬
vested in productive enterprises
abroad which contribute to eco¬

nomic development in under-de¬
veloped areas, against the risks
peculiar to those investments.
This guarantee activity will at

the outset be largely experimental.
Some investments may require
only a guarantee against the dan¬
ger of inconvertibility, others may
need protection against the danger
of expropriation and other dan¬
gers as well. It is impossible at
this time to write a standard guar-
tee. The Bank will, of course, be
able to require the payment of
premiums for such protection, but
there is no way now to determine
what premium rates will be most
appropriate in the long run. Only
experience can provide answers to
these questions.,

Resources Sufficient

The bank has sufficient re- :

sources at the present time to be¬
gin the guarantee program and,to
carry on its lending activities as
well without any increase in its
authorized funds. If the demand
for guarantees should prove large,
and lending activities continue on
the scale expected, it will be nec¬
essary to request the Congress at
a later date to increase the au¬

thorized funds of the Bank. ; -

The enactment of these two

legislative proposals, the first per¬
taining to technical assistance and
the second to the encouragement
of foreign investment, will con¬
stitute a national indorsement of
a program of major importance
in our efforts for world peace and
economic stability. Nevertheless,
these measures are only the first
steps. We are here embarking on -

a venture that extends far into
the future. V We are at the begin¬
ning of a rising curve of activity,
private, governmental and inter¬
national, that will continue for
many years to come. It is all the
more important, therefore, that we
start promptly. J r *
In the economically under-de- r

veloped areas of the world today
there are new creative energies.
We look forward to the time when
these countries will be stronger
and more independent than they
are now, and yet more closely
bound to us and to other nations

by ties of friendship and com¬

merce, and by kindred ideals. On
the other hand, unless we aid the
newly awakened spirit in these
peoples to find the course of fruit¬
ful development, they may fall
under the control of those whose

philosophy is hostile to human
freedom, thereby prolonging the
unsettled state of the world and

postponing the achievement of
permanent peace.
Before the peoples of these areas

we hold out the promise of a bet¬
ter future through the democratic
way of life. It is vital that we
move quickly to bring the mean¬

ing of that promise home to them
in their daily lives. f

Walston, Hoffman to Admit
SAN FRANCISCO, CALIF. —

Clarence P. Cuneo will be ad¬

mitted to partnership in Walston,
Hoffman & Goodwin, 265 Mont¬
gomery Street, members of the
New York and San Francisca

Stock Exchanges, on July 7.
Claire G. Hoffman retires as a

general and limited partner on the
same date.

Kymar Trading Co.
Kymar Trading Co., Inc. has

been formed with offices at 55

West 42nd Street, New York City,
to conduct a securities business.

Officers are Tom Kryanis, Presi¬

dent; Martin .Culucundis, Vice-

President;" and Concetta Gallelli,

Secretary-Treasurer.
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The State oi Trade and Industry
(Continued from page 5)

for steel users who have had to pay big freight bills from remote
points.

Freight absorption in steel will depend, says this trade paper,
on what the freight rate is and how much has to be absorbed. If it
is too high it may be uneconomical for the steel firms to do it. Heavy
thinking must be done to comply in such a way that there will be no
Question of long legal battles trying to prove no collusion, good faith-
arid no injury to competition.

. This week it looks like there could be trouble in the steel labor
negotiations. If Mr. Murray's steelworkers get no wage increase but a
good social security package—without pensions—there is only a
remote possibility of a strike, "The Iron Age," points out.

As things stand now it is a good guess that the steelworkers will
not get a wage increase but they may be successful in their fringe
demands. But as to pensions it looks as though steel firms will stick
to their guns and not give in. • .

Steel operations this week have shown the sharpest drop of the
year.- Part of the dip is due to seasonal factors, for July is normally
a poor production month—even during the war July production gen¬
erally dropped below the June level.Part is due to shutdowns of
furnaces for the July 4th holiday and part can be laid to declining
business, this trade paper concludes.

. - The American Iron and Steel Institute announced this week
, that the operating rate of steel companies having 94% of the
steel-making capacity of the industry will be 79.9% of capacity
for the week beginning June 27, 1949, as against 84.4% in the

. preceding week, or a decline of 5.3%.
This week's operating rate is equivalent to 1,473,000 tons of

• steel ingots and castings for the entire industry, comDared to
■ 1,555,900 tons a week ago, 1,692,300 tons, or 91.8% a month ago,
• and 1,716.000 tons, or 95.2% of the old capacity one year ago and
• 1,281,210 tons for the average week in 1940, highest prewar year.

CARLOADINGS OFF SHARPLY IN WEEK ENDED JUNE 18, DUE
TO WEEK HOLIDAY IN COAL MINES

Loadings of revenue freight for the week ended June 18, 1949,
during which the output of coal was largely suspended due to the
week holiday ordered by John L. Lewis for the coal fields, totaled
649,351 cars, according to the Association of American Railroads.
This was a decrease of 158,805 cars, or 19.7% below the preceding
week.. It also represented a decrease of 257,280 cars, or 28.4% below
the corresponding week in 1948, and a decrease of 251,945 cars or
28% below the similar period in 1947.. f

ELECTRIC OUTPUT SHOWS FURTHER RISE LAST WEEK AS A

RESULT OF HOT WEATHER IN THE SOUTH-CENTRAL,

: ROCKY MOUNTAIN AND PACIFIC COAST REGIONS
The amount of electrical enegry distributed by the electric light

and power industry for the week ended June 25, was estimated at
5,466,169,000 kwh., according to the Edison Electric Institute. This
■represented an increase of 93,569,000 kwh. above output in the pre¬

ceding week, 209,471,000 kwh. or 4.0% higher than the figure re¬

ported for the week ended June 26, 1948, and 791,421,000 kwh. in
excess of the output reported for the corresponding period two years
ago.

AUTO OUTPUT LAST WEEK ESTABLISHED 20-YEAR IIIGII
; RECORD

Production of cars and trucks in the United States and Canada
the past week advanced to an estimated 150,948 units to attain a
new postwar record compared to 146,056 (revised) units in the pre¬

ceding week, "Ward's Automotive Reports" states.

June output also will set a new record since 1929, with an
estimated output of 628,300 cars and trucks for U. S. and
Canadian plants, Ward's reported. The figure was exceeded in

'

two months of 1929.

The total compares with 95,027 units a year ago and 127,926
units in the like week of 1941.

Last week's output consisted of 119,735 cars and 23,680 trucks
built in the United States and 4,600 cars and 2,933 trucks in Canada.

BUSINESS FAILURES HOLD STEADY IN LATEST WEEK

Commercial and industrial failures remained at 196 in the week
ended June 23, unchanged from the preceding week, Dun & Brad-
street, Inc., reports. They were, however, considerably more
numerous than in the comparable weeks of 1948 and 1947 when 111
and 70 occurred, but were 37% less than the 310 in the same week
of prewar 1939.

Retail, manufacturing and commercial service failures declined
slightly in the week with the only increase occurring in construction
which had 23 casualties as against 19 a week ago and 5 a year ago.

The Middle - Atlantic and East North Central States reported

increases to 56 and 48 casualties respectively or about three times
the 1948 figures. A moderate decline prevailed in most other

regions.1". \

FOOD PRICE INDEX UNCHANGED IN LATEST WEEK

Advances in individual food items balanced out the declines

•the past week and the Dun & Bradstreet wholesale food price index
for June 21 continued unchanged at its previous level of $5.68.
This represented a drop of 20.7% from $7.16 recorded on the like
date a year ago.

Moving higher during the week were flour, corn, rye, oats,

sugar, cottonseed oil, cocoa, hogs and lambs. On the down side
were wheat, barley, beef, hams, bellies, eggs and steers.

The index represents the sum total of. the price per pound of 31
Toods in general use.

COMMODITY PRICE INDEX TOUCHES NEW LOW SINCE EARLY
FEBRUARY, 1947

Following the comparative steadiness of the past few weeks,
the daily wholesale commodity price index, compiled by Dun &

Bradstreet, Inc., turned downward last week to reach a new low

level since early February, 1947. The index closed at 241.59 on
June 21, compared with 242.50 a week ago, and 290.45 a year ago.

Irregular price movements were again visible in leading grain
markets in the week.

This was particularly true in wheat which declined sharply
toward the close of the period as the result of better weather
conditions which permitted resumption of harvesting in many
areas of the Southwest.

PMA purchases of around 700,000 sacks of flour resulted in some
scattered mill buying during the week. The outlook for the corn
crop was reported excellent as recent general rains helped to restore
a deficiency in moisture. Corn prices remained about steady through¬
out the week. Oats and barley moved in a moderate range with
prices fairly firm.

Domestic flour buying resumed a cautious attitude following the
moderate expansion in bookings the week before.

Stocks of flour were said to be: at a low level both at the
mill and consumer ends.

-Cocoa prices rose moderately, aided by a somewhat broader
manufacturer interest in the spot market. Coffee and sugar were

fairly active with prices steady to firmer. Lard sales were smaller
than a week ago and prices ruled about steady. Following recent
strength in dressed meats, prices turned sharply lower the past week.
This was reflected in leading livestock centers where hog, steer and
iamb quotations showed further reductions from a week ago.

* Cotton prices developed a somewhat firmer tone last week
although activity in domestic spot markets continued to decline.

Demand was stimulated by reports of unfavorable weather
in the cotton belt and the possibility that the loan rate of 90%
of parity would be continued through the 1950 crap.

Tending to hold advances in check were liquidation induced by
weakness in outside markets, continued lagging mill consumption
and the slower tempo in cotton gray goods markets. Inquiries were
fairly numerous but volume of trading in the 10 spot markets
declined to 45,900 bales in the latest week, against 55,500 the previ¬
ous week and 48,200 in the same week a year ago. Export sales in¬
creased slightly but total volume remained comparatively small.

Mill consumption of cotton during May, as estimated by the
Bureau of the Census,«totalled 580,000 bales,, as compared with
597,000 in April and 786,000 in May of last year. On a daily rate
basis, consumption during May averaged only 26,700 bales, against
28,800 the previous month, and 37,900 in May a year ago.

Repossessions of 1948 loan cotton in the week ending June 9
were reported at 68,700 bales, a sharp drop from the high level of
96,800 bales the week before. Withdrawals for the season through
June 9 totaled 1,295,300 bales, leaving 3,975,000 bales under loan
on that date.

RETAIL AND WHOLESALE TRADE THE PAST WEEK WAS
ONLY SLIGHTLY UNDER THE LEVEL OF THE CORRE¬
SPONDING PERIOD IN 1948

Despite unfavorable weather in some sections, total retail dollar
volume was sustained at a high level in-* the period ended on
Wesnesday. It continued to be slightly below that of the correspond¬
ing week in 1948, according to Dun & Bradstreet, Inc., in its cur¬
rent weekly survey of trade. ■

Promotional sales of seasonal merchandise generally evoked a
favorable response.

Consumer demand continued to center on moderately priced
merchandise of good quality.
With the help of purchases for Father's Day, retail apparel

volume was maintained near the level of the previous week. The
demand for men's slacks, sportswear and haberdashery rose slightly.
Women's cotton dresses, sportswear and bathing suits remained in
substantial demand., Interest in piece goods for home sewing also
remained large.

The dollar volume of retail food purchases dipped slightly
last week and a trifle below that of the comparable week a year
ago.

The demand for large meat cuts declined modestly, while cold
cuts, poultry and dairy foods remained popular. The retail volume
of fresh fruits and vegetables also dropped slightly.

Retail volume of furniture and housewares was approximately
even with the moderate level of the previous week, but it continued
to be somewhat below that of the similar week a year ago. Bedding,
small tables, television sets and floor coverings were among the
best-selling home furnishing items. The demand for many electrical
appliances and for heavy case goods remained limited.

Retail volume for the country in the period ended on Wednes¬
day of last week was estimated to be from 1 to 5% below that of
a year ago.

Regional estimates varied from the corresponding levels
of a year ago by the following percentages: New England un¬
changed to down 4, East down 2 to up 2, South down 4 to down 8,
Midwest and Southwest down 3 to down 7, Northwest down 4 to
down 7, and Pacific Coast down 2 to down 6.
An increase in orders for Fall delivery boosted wholesale volume

slightly in the week leaving it moderately below the high level of the
comparable week last year. The number of buyers attending many
wholesale markets rose moderately again last week and noticeably
exceeded the total of the corresponding week a year ago.

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board's index for the week ended June 18, 1949,
dcreased by 8% from the like period of last year and compared with
a decrease of 5% in the preceding week. For the four weeks ended
June 18, 1949, sales registered a decrease of 7% from the correspond¬
ing period a year ago, and for the year to date a like decline of 4%.

» Retail trade in New York aided by good seasonal weather
managed to hold to its recently established pattern and dollar
volume for department stores consequently only declined by
about 9% for the week.

According to the Federal Reserve Board's index, department store
sales in New York City for the weekly period to June 18, 1949,
declined by 10% from the same period last year. In the preceding
week a decrease of 7% was registered below the similar week of
1948. For the four weeks ended June 18, 1949, a decrease of 10%
was reported under that of last year. For the year to date volume
decreased

Cleveland Bond Club
Elesl New Officers
CLEVELAND, OHIO—At the

recent election of officers for The
Bond Club of Cleveland, the fol¬
lowing were elected:
Clarence F. Davis of The First

Cleveland Corp., President; Win.
H. Watterson of Fahey, Clark &
Co., Vice-President; Carl H.

mm

Clarence F. Davis Carl H. Doerge

Doerge of Wm. J. Mericka & Co.,
Treasurer; David A. Field of The
First Boston Corp., Secretary, f
Also earlier in the year, the

new governors elected for a three
year term were: ,

David A. Field of The First
Boston Corporation; W. Yost Ful¬
ton of Maynard H. Murch & Co.;
Guy W. Prosser of Merrill Lynch,
Pierce, Fenner & Beane.

First Boston Offers

Central III. Common
Represents Unsubscribed portion.
Common stockholders of Central

Illinois Public Service Co, sub¬
scribed for 169,777 shares of the
446.000 shares of , common stock
offered by the company to the
common stockholders for sub¬
scription at $14,125 per share. The
offering was underwritten by The
First Boston Corp. and associates.
Prior to the expiration of the sub¬
scription warrants on June 23, the
underwriters subscribed for 29,598
shares through exercise of rights
purchased by them and sold 94,672
shares to dealers. Thus, the un¬
derwriters acquired a total of 305,-
821 shares, of which 65,074 shares
were delivered on account of the
sales made prior to the expiration
of the subscription warrants.
The underwriting group made

a public offering June 27 of the
remaining 211,149 shares at $14.50
per share. The subscription books
were closed shortly after SEC
clearance of the offering.

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm
changes:
Transfer of the Exchange mem¬

bership of James E. Lawler to
Benjamin H. Roth will be con¬
sidered by the Exchange on July
7. Mr. Roth will continue as a

partner of B. H. Roth & Co.
Louis P. Rocker, exchange

member, retires from partnership
in Adler, Coleman & Co. June 30.
Interest of the late Thomas

Henderson in Betts, Borland &
Co., ceased June 7.
Charles G. Rodgers withdraws

from Butcher & Sherrerd effec¬
tive June 30. .

Edwin P. Wheeler retires from
John V. Dunne & Co. effective
June 30.

Charles Warner retires from
A. M. Kidder & Co., June 30.

Jay Kaufmann to Admit
'

Robert E. Rich will be admitted
to partnership in Jay W. Kauf¬
mann & Co., 120 Greenwich St„
New York City, members of the
New York Curb * Exchange, ef¬
fective July 1.
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Financial Agencies in Promoting
Utility Investor Relations

(Continued from page 8)

group of liie insurance companies
on, the grounas tnat the insurance
Industry already has too much
potential control over utilities. In¬
surance companies are very sensi¬
tive to that sort of criticism.
Another development, w n i c h

may well be watcned, is the grow¬

ing favor tax exempt securities
are finding. Some of these are
revenue bonds issued by public
utility authorities, the proceeds of
whicn might be used in competi¬
tion with private electric systems.
These warnings emphasize tne
necessity for greater cooperation
with and more effective cultiva¬
tion of institutional investors.
Their committees are working to
broaden the list of permitted in¬
vestments through more liberal
regulations of preferred stock
holdings, and there is even some
discussion looking toward quali¬
fied common shares as an ap¬

proved investment. The active
and continuing cultivation of life
Insurance companies by individual
utilities is definitely indicated to
keep fresh this reservoir of capi¬
tal for the industry.
Investment standards of life in¬

surance companies naturally are

high. Before they commit them¬
selves to a 25 or 30-year stake in
your operation, they will make a
searching and exhaustive study of
your business and your policies.
You already know the statistical
factors they consider important.
You also learn early in any nego¬
tiation the protective features they
hold dear. These are more in the

way of routine relations. There
are, however, other less tangible
factors which affect their deci¬
sions. For instance, they will want
to be satisfied with your manage¬
ment policies and your plans to
insure their continuity. One of
the best ways to sell your organi¬
zation is to know personally the
responsible officers of several
large insurance companies. Then
let them also get to know your
second-string men, for it is they
who will carry on when you pass
out of the picture. Discuss freely
your financial policies and philos¬
ophy an$ especially what plans
ydu mayrhsi.ve to finance future
construction. V'l 7 .

. Another important considera¬
tion not argued well by statistics, I
is the territory you serve. Present
its characteristics in detail, any

important recent shifts in popula-1
lion or industries, and its prospects
should we run into a depression.
Prejudices and provincial thinking
are not easily uncovered and cer¬

tainly difficult to overcome. It is
well not to leave too much involv-1
ing personnel or territory to the
imagination. Both factors warrant
your fullest and most frank per¬
sonal selling to a selected list of
insurance companies. Fire and
casualty companies are susceptible
to the same type of cultivation.1
They have large utility holdings
and some should be on your list
for regular calls.
While not a newly come source i

-of, equity , capital, investment
trusts during recent years have
tie^ome increasingly important as
investors. They furnish a striking
example of natural healing proc¬
esses at work to overcome road
ijlocks in the economic system.
By paying attractive commissions,
they have made it worthwhile for
^epurity dealers to seek out those
with small savings but little ex¬

perience in the direct purchase
of securities. One of the big three
in this field recently announced
a plan to sell shares on the instal¬
ment plan. Thus a tremendous
poof of new savings is being sub¬
stituted for that which tax and

other governmental policies dried

up in recent years. These trusts, j
both closed and open ended, aret

a fertile field for cultivation as a

source of equity capital.
Let's take a look now at the

role of the investment banker in
the investor relations picture. He
must know markets, that is, the
current tastes of the various types
of investors. You know tne value

of his advice on your financial
problems, how he can negotiate a

private deal for you, and finally
his primary function as a mer¬
chant buying your securities for
resale to his customers. Needless
to say, he is a most important
member of the financial commu¬

nity.
Federal regulations have made

many changes in the investment
banking business. It once was the
practice to have one investment
banker as advisor, negotiator and
merchant. Now, if you have to
resort to competitive bidding, you
may not know which group will
be successful. The cost of analyz¬
ing, pricing and bidding unsuc¬

cessfully on many bond issues, in
order to land a few, has not paid
out well from the slim margins
competitive bidding allowed. In¬
stead of the active, aggressive
salesmen of venture capital that
we knew in the past, investment
bankers are on the way to become
sharp-penciled diviners of .what
the insurance companies and their
own competitors will do in any

given situation. Forward-looking
investment bankers are conscien¬

tiously trying to broaden their
sales efforts to meet the needs of
the electric industry for equity
capital, but some will tell you

frankly that the securities of other
industries offer much better op¬

portunities for profit.

vHere is a pecessary financial
service which should not be al¬
lowed to languish., Through as¬
sociation contacts, individual deal¬
ings and in your cultivation of the
investment banking fraternity, try
to understand their problems as

well as their value to you. Con¬
tribute whatever you can to main¬
tain this important function as a
virile healthy organ in the eco¬
nomic anatomy.
All who deal in securities within

your territories should be partic¬
ular objects of cultivation. They
know which of your customers
have money to invest and can sell
them with much less obligation to
you. If you have been recently
divested, you may find that your
local security dealers and brokers,
with some encouragement, will
become active in developing cus¬
tomer ownership. Unlisted stocks
are especially favored for this
purpose and you may find it ad¬
vantageous to wait a reasonable
period before listing on a major
stock exchange to permit broader
customer distribution.

I may not close this parade of
agencies, which buy securities di¬
rectly, without a word concerning
the place of Commercial Banks
and Trust Companies in your in¬
vestor relations program. From
the small-town depository in the
far reaches of your service area
to your big city bank, your banker
provides many opportunities to
make easier the path between you
and your security holder. He is
the confidant of many who have
large and small amounts for in¬
vestment. He, himself, purchases
your securities either for the
bank's portfolio or as adminis¬
trator of trust accounts. He forms
impressions from your local busi¬
ness conduct—the place you and
your employees fill in the com¬

munity, and the confidence you
command from your customers.
He also discusses you with his
correspondents in larger financial
centers and thus gives and gets
clews' as to your standing. He is
under constant pressure from a

multitude of responsibilities, and
can pass fair judgment on you

only if he knows your story. Take
him into your confidence and be
certain that his relations with you
are on a mutually profitable basis.
Maintain deposits in keeping with
his importance in your situation
and when possible, provide par¬

ticipations in any borrowings or

corporate agency appointments
you may make.
Your relations with commer¬

cial banks in large financial cen¬
ters can also be personal and in¬
timate. Here you will find a good
place to start building an ac¬

quaintanceship in the larger fi¬
nancial communities. Especially,
through banks which maintain
well organized utility depart¬
ments, can you find easy access
to the particular people you will
want to know. Cultivate a close-

working personal and business re¬

lationship with one or more com¬

petent commercial banks in the
larger financial centers. They and
a few close friends in the invest¬
ment banking field can becor^e
invaluable aids in your financial
and investor relations programs.

Investment Advisory Agencies

Now for the group of agencies
which act principally as advisors
to the investor. The speediest
and most effective system of com¬
munication in the financial com¬

munity operates among security
analysts. One finds them every¬
where. Each investment house
has its complement — advising
partners and clients, computing
bids, writing circulars for cus¬

tomer consumption, searching for
market sleepers, etc. Banks use
their talents in the control of
their portfolios and investment
counselors lean heavily on their
art. The analyst's report .is the
basis for the ratings published by
the agencies. While the analyst
is a key figure, he is seldom con¬

spicuous, and accordingly not too
easy to identify as an important
point of cultivation.
The analyst's stock in trade is

information. He functions best
when he has masses of figures
covering many years' operations
and interspersed with explanatory
footnotes. Utility analysts work
constantly with some two hundred
and fifty companies, each com¬

peting with the other for their
attention. The statistical infor¬
mation analysts need can be found
in the manuals, registration state¬
ments, confidential insurance re¬

ports, annual and interim reports,
and the multitude of other data

required to be supplied by the
electric industry. Nevertheless,
analysts are inclined to favor
those for which the information
is most readily available and up-
to-date, and where they know
some company official person¬
ally. '

Put the analyst high on your
list for cultivation. In recent

years, analysts have come to
recognize their importance in the
investment picture and take their
responsibilities seriously. In the
larger financial centers, they have
organized clubs which meet fre¬

quently (in New York daily at
lunch). These sessions are ad¬
dressed by top-flight financial
officers of nationally known com¬

panies, thus providing an oppor¬
tunity to present information not
easily set out in formal reports.
In New York, one luncheon every
other week is given over to a util¬
ity and is attended by utility an¬

alysts from the various financial
houses. A company should appear
about once each year even though
no financing is in prospect. Some
careful advanced planning for
such appearances will pay good
dividends. Consult your banker
or analyst friends on techniques
which have proved successful.
Some have found it worthwhile to

put on a dress rehearsal before
someone qualified to make critical

suggestions. The same comments
apply to the more formal informa¬
tion meetings required prior to
competitive bidding. These may
be perfunctory and many are, but
they can be made interesting and
informative.

Get to know a few of the lead¬

ing utility security analystswell. In
reiurnfora better understanding of
your operation, they will keep
you advised on the reactions of
the financial community to your
policies and program. One way
to get to know a few is to ask
your commercial or investment
banker to arrange a luncheon
where you can meet on more in¬
timate terms than at the Analysts
Society luncheons. A visit to your

territory from one or more of your
analyst friends always gets good
response. Whether in small or

large gatherings, the point is to
get over to these analysts at every
opportunity, and frequently, all
the information and ideas you can
muster. They will see that the
news spreads quickly and the
more friendly and better informed
the group is, the better will be the
flavor of your securities to the
taste of the investor.

Recently we have seen a man¬

agement severely criticized for fi¬
nancial policies dictated by out¬
side considerations which, if more
generally understood by the fi¬
nancial community, would have
been recognized as sound over the
long term. In another situation, a
more complete breakdown of fig¬
ures for a transit department
might well have persuaded inves¬
tors that a new security offering
was worth more than it brought.
I may seem to have overstressed

the place of the security analyst
in the financing picture, but I am
convinced that in this more or less
obscure area lie fertile opportuni¬
ties to improve the investor's ap¬

praisal of any given security. Of
course, the field is not wide open
for exploitation. There are legal
limitations on important disclos¬
ures outside the more formal

channels, which is to say that
one's imagination may not confuse
facts with fiction. Nor may one

ignore the right of present and
prospective stockholders to have
all the essential information fur¬
nished the financial agencies. By
working closely with the analysts,
you Jearn the relative importance
of various factors in the minds of
those who buy your securities and
thus are able to present your story
more intelligently and effectively.
Standard equipment of those

who pass judgment on your opera¬
tions are the financial manuals.

Moody's, Standard and Poor's, and
Fitch's publications are every¬
where in the financial commun¬

ities. The goldfish bowl environ¬
ment, in which the electric in¬
dustry operates, assures much
more complete and accurate sta¬
tistics than for other less regi¬
mented industries. However, there
still remain nuances in interpreta¬
tion of the bare figures that per¬
sonal contacts with these agen¬
cies can bring out. Especially is
it desirable to visit such agencies,
when a new issue is proposed, to
be certain that every factor,
whether favorable or unfavorable,
is fully understood. After all, be¬
hind all these agency reports are
human beings who respond to al!
the laws of human nature. Re¬
member too that these 'agencies
net only supply the information
the financial community uses in
its operations, and, through their
ratings, a guide to the value of
your securities, but they also pub¬
lish advisory services which are
used by all types of investors.
Make the cultivation of these

agencies a regular part of your in¬
vestor relations program. *

Corporate Agencies

One of the most impersonal
contacts you have with security
holders is through your corporate
' sencies.. Until some difficulty
develops, only the most sophisti¬
cated investors inquire who is the
.rustee of the mortgage behind the

bonds he buys. Few pay any at-
tention to which bank or trust

company transfers his stock or
pays his dividend. These are
highly mechanized mass opera¬
tions usually considered as neces¬
sary behind-the-scenes machinery.
It is possible, however, to use this
function to develop better under¬
standing and good will. An hour's
talk with someone in your cor¬

porate trust agencies should un¬
cover several worthwhile ideas
which, in one place or another,
have put warmth and appeal in
this'purely mechanical procedure.
Before concluding, I am con¬

strained to point out the critical
role of regulatory bodies in this
investor relations problem. ; The
squeeze between fixed rates and
rising costs has shaken the con¬
fidence of many who would buy
utility equities. The need for ade¬
quate net earnings during this
lime of expansion is an important
adjunct to a good investor rela¬
tions program. The investor is
not willing to wait for the econ¬
omies which are expected from
present construction expenditures.
Many commissions already have
faced the situation with courage

and imagination by granting rate
increases. Others may be ex¬

pected to respond to a well-rea¬
soned presentation of the broad
problem. Your committee on Fi¬
nance and Investor Relations will
soon be. able to supply helpful
studies in that direction. Your
friends in the financial community
also can help immeasurably by
expert testimony and advice.
The respect and good will of the

financial community is a strong
foundation on which to build
sound relations with present and
prospective security holders.
Without such support, all your

plans, whether based on appeals
to individuals or masses, will have
increased difficulties. The most

enlightened stockholder meeting
procedures—prize winning annual
reports, sincere welcome letters to
new stockholders and any other
of the more glamorous techniques
—will make slow progress if there
is not behind them the substantial
backing of an enlightened and
sympathetic financial community.

Fixing Responsibility for Financial
Operations

How should you approach such
a program? The pattern is not too
difficult to trace out but each sit¬

uation must be tailored to fit. The
essential elements, as in any re¬
lations problem, are definite, in¬
telligible and enlightened policies
governing your financial opera¬
tions. Once these are established
and understood, next follows the
assignment to some responsible
officer of the administration and
coordination of various parts of the
plan. This man should have more
than a modicum of imagination
and plenty of energy and initia¬
tive. He must be able to command
the cooperation of those in his or¬

ganization who will help work the
plan. He must have the full sup¬
port and frequently the active aid
of the company's top officers. As
a matter of fact, more often than
not, he will be either the presi¬
dent, financial vice-president or
treasurer. Except for the largest
operations, his may not be a full-
time job, but it must be a full-
time responsibility. "

An early step should be a care¬
ful study of present owners. Are
they institutions or individuals,
and in what patterns do they fall?
For instance, it would be helpful
to know the distribution by num¬
ber of shares, sex, income brackets
and geographical areas. Why did
your present stockholders select
your company for investment?
Have there been any recent sig¬
nificant switches? Perhaps your
stockholders came to you through
a distribution, by some holding
company with a large following in
New England because its original
sponsors were highly regarded
Boston bankers. If you are now

independent and operate west of
the Mississippi River, you may
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find an immediate job cut out for
you in and around Boston where
local investments are preferred.
Such a survey will also furnish a

guide to where you might find
new stockholders.
With this ownership survey

should go a critical analysis of
your own strengths and weak¬
nesses with some planning along
conventional public relations lines
to present them effectively. Here
your friends in the financial com¬
munity can give you much help.
With a plan well in mind, the

place to start is with financial
agencies in the operating territory,
but allowing no long delay in
reaching the larger centers. Here
you will seek first some familiar
face either in a service company,

an investment banking house or a

commercial bank to put you in
touch with those you need to see.
Or you may follow the lead of

a half dozen utility and industrial
companies which have already
launched successful programs.

Their complete satisfaction with
results furnish all the proof you
need that your efforts will pay off.
As you approach this relatively

new field of cultivation, you
should find confidence in the fact
that financial agencies are as sin¬
cere as you are in their determi¬
nation to preserve our private en¬
terprise system. Their part of
that job is to provide a free flow
of savings from the investor to
your companies. They know that
difficulties are great for the elec¬
tric power industry. They are
committed as strongly as you are
to the surgeon's task of recon¬

structing injured channels to per¬
mit the life blood of our economic

system to flow freely again. You
will find them willing partners
and effective, allies working to
cement the loyalty of present se¬

curity holders and attracting new

ones to make certain that this es¬

sential service shall be maintained

in the highest American tradition.

Agriculture and the Railroads
(Continued from page 7)

tions in which the country now

finds itself.

>s Confronted With Painful
Readjustment

We are now confronted with
the serious and somewhat painful
readjustment that was inevitable.
Fortunately, the inflationary situ¬
ation did not reach such propor¬

tions that the adjustment there¬
from will necessarily create a se¬

rious depression. Through all the
period, our credit structure has
remained sound and solid, and
while the readjustment will nec¬
essarily bring about some credit
losses and bankruptcies, they will
not be accentuated and multiplied
through the liquidation of any
large amount of unsound credits
and the losses that result there¬
from.

However, we now witness the
struggle of the various segments
of our economy that achieved a

relatively favorable trading posi¬
tion with the rest of the economy

•during the period of rising prices
to maintain that position and to
avoid any adjustments that will
reduce their relative status. Some
•elements in the economy which
did not participate proportionately
in the improved position of other
segments are now desperately
trying to secure the adustments
necessary for their continued ex¬
istence. , •

- Among these are the railroads.
As most-of you know, , I have

been interested in agriculture and
identified with it throughout my
adult life./ Realizing the impor¬
tance of • transportation to agri¬
culture, as well as the importance
of agriculture to transportation,
and in view of my present activi¬
ties in the field of railroad trans¬

portation, it seemed to me appro¬
priate that I should undertake to
discuss with this group some of
our common problems in the hope
that it will contribute to a better
understanding between agricul¬
ture and the railroad transporta¬
tion industry. I am particularly
happy to address this Annual
Conference of. Extension Workers
because of the high appreciation
I have always had of the great
contribution that ' the Extension
Service has made to the progress
and development of agriculture in
this state and throughout the na¬

tion. You are leaders in agricul¬
tural thinking and are in intimate
touch with the thinking of farm¬

ers, their problems and their pro¬
grams.

No segment of our economy has
a more vital stake in transporta¬
tion «than agriculture. Most of
what the farmers produce must
be transported to the point of
use or consumption and the cost
of that transportation in its final
analysis represents a reduction in
the net price received by the

farmers for their products. On
the other hand, the larger part
of the industrial products the
farmer uses his fertilizers and

supplies, must be transported from
the point of origin to the farm
and the transportation costs are
added to the price he must pay.
For these reasons he is vitally in¬
terested in the cost of such trans¬

portation and in the service he
gets. Transportation costs are an
important factor in the net profits
of his farming operations.
The farmer has every right to

expect that the transportation in¬
dustry be operated efficiently and
economically and that the price
charged for the service performed
be reasonable in terms of efficient
and economic operation.
The railroad industry, as the

principal agency of transportation
for the farmer, is equally inter¬
ested in agriculture and in the
financial wellbeing of the farmer.
I have long said that the pros¬

perity of agriculture is the key¬
stone to national prosperity and
that without good buying power
in the hands of the fanner, the
wheels of "industry and of com¬
merce necessarily must slow down.
This is particularly true in the
case of the railroad industry for
the reason that the products of
agriculture and of livestock pro¬
duce about one-fifth of ;fche reve¬
nues received by the railroad from
all carload traffic. .

> Relationship of Agriculture and
\ Railroads

i Historically, the development of
agriculture and of railroads has
gone hand in' hand. Without
means of transportation, the
farmer's products would find no
markets." Equally true, as the
railroads became available in new

areas, profitable farming opera¬
tions became possible with result¬
ant increased traffic to the rail¬
roads.

Railroad management from ear¬
liest years has recognized the im¬
portance of agriculture to. their
operations. More than 12 years
before the Extension Service was

set up, the principal railroad with
which I am connected in this ter¬

ritory set up an agricultural de¬
partment which was designed to
serve the farmers, to help study
their problems,, to promote ex¬
perimentation, better seed and
better methods. Tn fact", it might
be said that these railroad agri¬
cultural departments in the type
of service they attempted to ren¬

der, were forerunners of the vi¬
tally important Agricultural Ex¬
tension Service that now so ef¬
fectively serves agriculture. But
even with the operation of this
fine governmental service, the
railroads continue to maintain

agricultural, livestock and forestry
departments, not for the purpose

of doing! any. part of the work
of the Extension Service, but to
cooperate with that Service and to
supplement it in various ways that
are known to all of you. I am
sure that everyone of you will
agree that the service rendered
by these departments in this area
has been most helpful to the
farmers, to the Extension Service
and to all agencies interested in
the advancement of agriculture.
I would like to make an invita¬
tion to you. It is that if in any
field of activity, in any area of
development in agriculture, you
think that the agricultural depart¬
ment of a railroad may perform
any additional public service, you
discuss the matter with me. It

may not, be possible to meet every
suggestion, but I can assure you
of the desire and willingness of
railroad management to perform
every constructive service po&-
sible in the interest of the im¬

provement and development of
agriculture. v

In the present adjustment pe¬
riod in our economy, the railroads
find themselves largely left be¬
hind in their relative position in
our economy. The yardstick that
railroads use to measure revenue

is the revenue received per unit
of freight service performed,
which is called the revenue per
ton mile. That is to say, the aver¬
age amount received by a railroad
for hauling one ton of freight one
mile. In order to localize the facts

to this area, I will use the figures
of the railroads operating in the
South. For the year 1939, the
railroads in the South received an

average of exactly 1 cent per ton
mile for hauling freight. Through¬
out the entire war period and up
to 1946, when all other prices and
costs had increased an average of
more than 50%, the railroads in
the South were receiving exactly
the same revenue of 1 cent per
ton mile for transporting freight.
It is also astonishing to know that
in 1946 the railroads were receiv¬

ing per ton mile 20% less than
they received 25 years earlier
in 1921.

Since 1946, the railroads have
belatedly received several in¬
creases in freight rates, but the
sum total of all the increases since
1946 has amounted to less than
one-third of one cent per ton mile.
The present application before the
Interstate Commerce Commission
for a further increase that aver¬

ages about 6V2%, if granted, will
result in a,p average ton-mile rev¬
enue of 1.4 cents. With this new

increase, the total raise since 1939
in revenue per ton mile will aver¬
age approximately 40%. ,

During the same period, from
1939 to 1949, on a comparative
unit basis, the expenses of all the
class I railroads in the United
States have increased 93%. Labor
costs are up 86^%; fuel, material
and supplies are up 115.9%\ and
payroll taxes are up 88.6%. Dur¬
ing the same period the compar¬
able' operating revenues of the
railroads increased only 47.7%.

For example: coal which cost
$1.90 per ton at the mines in June,
1939, cost $4.49 per ton in De¬
cember, 1948. Diesel fuel which
cost 4.17 cents per gallon in June,
1939, brought 10.06 cents per gal¬
lon in December, 1948. Cross-ties
at' 77 cents each in, December,
1939, cost $2 a piece in December,
1948. Rail which brought $40 per

ten in December, 1939, cost $73.50
in December, 1948. A complete
track switch which cost $168 in
December, 1939, cost $358 in De¬
cember, 1948. Cast iron car
wheels were $12 each in Decern-,
ber, 1939, but cost $28.61 in
December,. 1948. These are a few
examples of price increases of
some of the principal items used
by railroads, most of which in¬
creased over the 10-year period
more than 100%.

Higher Labor Costs

The most important item of
railroad costs is labor, which
amounts to approximately 61%
of total operating expenses. Dur¬

ing the 1939-48 period, the aver¬
age level of wages increased from
an average of 74 cents per hour
in 1939 . to $1.38 an hour at the
end of 1948, or 86^%.
In considering price rises on

agricultural products, I realize
that the year 1939 is not a fair
base to use to compare industrial
prices because in that year farm¬
ers received only about two-thirds
of parity for their products. How¬
ever, it is a fair base to use in
comparison with railroad charges
because in that year, 1939, the
railroads earned only 2 V2 % on
their net property investment. This
is less than half the rate of return
that Congress decreed by statute
law many years ago as a fair re¬
turn for the railroads.

: Against the 40% total increase
in ton-mile revenue from 1939
that the railroads have received
and requested, the prices received
by farmers during the same pe¬
riod have increased 170% and the
prices paid by farmers have in¬
creased 112%. I know of no

group of commodities on which
price advances since 1939 have
been as low as the advance in
railroad rates. .

On the basis of comparative
prices the cost of railroad trans¬
portation per pound or per ton
mile on agricultural products is
far less in 1949 than in 1939. It
requires less than half the num¬
ber of pounds of cotton to pay
for a ton mile of railroad trans¬
portation at the present time than
it did in 1939; about half the
number of pounds of cottonseed;
half the number of . bushels of
wheat; one-third the number of
bushels of corn; about 60% of the
number of bushels of oats; -45%
of the number of bushels of sweet
potatoes; and 46% of the number
of pounds of hogs.

1 In other words, on a barter
\ basis the farmer can, on the aver¬
age, pay the rail transportation on
the products he produces with less
than one-half of the quantity re¬

quired in 1939. These figures are
based on market prices in Janu¬
ary, 1949, and on the proposed
increase in railroad freight rates
that average 6%% above those
then in effect.

It is a general misconception of
the public that the railroads, be¬
cause for the most part they are

large corporations, have made and
are making large profits on their
operations. ^ *

Throughout the past 28 years,
beginning in 1921, the net railway
operating income of all class I
railroads in the United States has
averaged only 3.62% rate of re¬
turn on the net value of the in¬
vestment in railroad property and
during the past three years the
rate has been only 3.51%. For the
year 1948, the rate was 4.38%. In
only one year during the 28 year
period has the rate of return been
as high as 6%, and' that was in
1942 before excess profits taxes
were imposed. .

Railroad Net Income Declining

During the past three years, the
net income of all the class I rail¬
roads. after the payment of in¬
terest and all other expenses, has
averaged approximately 20% less
than the average net income for
the ten-year period 1942-1930. In
four years out of the ten years
from 1031 to 1940, the railroads
instead of making a net income
showed a net loss for these four
years of more than $285 million.
With increased wages and the

40-hour week for non-operating
employees that becomes effective
on Sept. 1, 1949, the estimated rate
of return of net railway operating
income on net property investment
for the year 1949 is 3.12%, based
on present rates, and if the in¬
creased rates that are under cur¬
rent consideration by the ICC are

allowed, effective July 1 this year,
the rate of return is estimated to
be 3.79%. However, on the basis
of the increased wages and 40-
hour week for the full year and
income on present basis, the rate

of return would be only 2.31%; I
with the increase sought, the rate
of return would be 3.72%.
In 1920 Congress set as a fair

rate of return for railroads the
modest figure of 5%%. Surely,;
no one would argue that a return
of 3.72% is adequate, even though'
this is all that the railroads may

reasonably expect under the pro¬
posed new rates. 1 ^
Much has been said about the

need for increasing the efficiency
of railroad transportation. Through -

the years railroad management has
been bending every effort in that ~

direction. The larger part of the
vast expenditure of more than, $5
billion during the past eight years -

has been for the purpose of mod¬
ernizing road and equipment, im¬
proving train performance, and
providing better service. During
the past ten years, the railroads/
in the South have increased freight
train loads by more than 50% and
their gross ton miles per freight
train hour by more than 25%. In
the face of doubled unit costs in
the principal elements in the pro- 1
duction of transportation since
1939, the railroads were able to
turn out one ton mile of freight
service in 1948 at only 37% in¬
crease over the cost in 1939. How¬
ever. with increased wages and
the 40-hour week in 1949, this cost
will necessarily increase.
One of the most serious prob¬

lems confronting the railroad in¬
dustry today is to secure capital
funds to finance capital improve-
ments, such as modern diesel mo¬
tive power, new cars—freight and
passenger — track improvements,
modern signals, etc. It is easy to.
see why the public is loath to buy
new issues of common stock iri
railroads when it is realized that
43% of railroad stock pays no div^-
idends at all and that for the past
18 years the average rate of alt
dividends paid on the capital stock,
of all of the class I'railroads hai
been less than 2*4% per year. The
current rate is approximately 3%.
This is not a sufficiently high rate
to attract investment money into
railroad common stocks.

Of course, the railroads have
pursued a conservative dividend
policy and properly so. During the
past eight years, .they have paid
out in dividends less than 40% of
their net earnings. Not only have
they used the equivalent of the
remaining 60% to put back into
the modernization of ' railroadl
property, but have used an addi¬
tional $2,349 000,000, representing"
largely borrowed funds. In fact,
the gross investment made by the
railroads in improving and mod¬
ernizing railroad properties dur¬
ing the past eight years amounts-
to one-half billion' dollars more

than the total of all ; of the net ,

earnings of the railroads during
that period. This is surely a strik- "
ing evidence of the faith of rail¬
road management in the future of
railroad transportation. -

Capital Improvements ' - '
In the year 1948 alone, the class

I railroads invested in capital im-
provements the all time high
amount of $1,273,500,000, which
was $573,500,000 more than the -

net income during the year and j
was paid for in large part by
borrowing. 1 j
In practically every case in re- •

cent years in which the railroads -

have appealed to - the Interstate J
Commerce Commission for the in- j
creased rates necessary to main- i
tain the solvency of the railroads ?
and to permit them to earn a rate '
of return that is necessary to at- 1

tract the loans and capital neces¬
sary for modernization and im¬
provement, the farmers through
their organizations have stren- |
uously opposed such increases. It
is, of course, human nature for a •

person to be against any increase
in his cost of doing business and '
to be in favor of a higher price ■

for his products. The railroad in¬
dustry is not only familiar with
the serious problems of profitable {

(Continued on page 30)
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Tomorrow's

Markets

Walter Whyle
Says—
= By WALTER WHYTE=

Hot weather blankets mar¬

ket. Interest at low ebb as

minor rally comes and goes.

There was a rally last week.
It was a small rally where the
familiar averages went up
from a low of 163 and a frac¬

tion, to 167 and a fraction,
within four days. It was the
kind of a rally I thought
would be seen, but, by the
same token, one we couldn't
do much about. It would come

and go before you could read
this and do something about
it.

* * *

According to a technical
analysis, such a rally is de¬
scribed as a minor uptrend in
a major downtrend. Theoret¬
ically, a series of minor up¬
trends sufficiently sustained,
can result in a reversal of the

major trend. Translating this
into the vernacular: If prices
keep going up we'll be in a
bull market.

* * it-

There are a couple of other
things that'll have to happen
before any bull market is
seen. According to the famil¬
iar Dow theory, no bull mar¬
ket can be called that until
declines in both averages
(rails and industrials) stop
short of breaking their previ¬
ous lows and go up and pene¬
trate their old highs. To really
mean business the subsequent
rallies would have to take
back one third of their de¬
clines.

-

* * *

If all this sounds like
double talk it's because it's
hot and muggy in New York.
Even the board room traders
who have mental commit¬
ments on every stock on the
board, are talking about the
weather and not the market.

* * *

In day to day parlance,
away from the slide rules and
other paraphernalia of the
technical analyst it means
that stocks must hold above
their recent lows. If they

rally, all well and good, but
on any subsequent breaks,
stocks cannot go down more
than one-third of their previ¬
ous rally. If then they go up
and go through an old high
the assumption is that "God's
in His heaven and all's well
with the world."

* * *

Practical application of this
theory is something else. If
you wait for a break, then a

rally, then another break fol¬
lowed by another rally which
will go through old highs, the
chances are you'll buy them
so close to a top you'll roar
with frustration.

* * *

It is at this juncture that
market "savvy" is called for.
You have to decide for your¬
self— at a low, not a high
point—where the market will
go, and then act. That sort of
a "savvy" can't be taught. It
has to be acquired. Successful
traders have it. Others either
follow the news or the mob.
Both classes, in the wide ma¬

jority, seldom make good
traders.

* * *

Right now, market shows
me little. So I suggest you
rest. It's too hot to do any¬
thing anyway. J. A. S., Balti¬
more: You take the above and
then apply it to individual
stocks. It's not easy. It most
certainly is not an avocation.
It requires one's full time.
More next Thursday.

—Walter Whyte.
[The view8 expressed in this

article do not necessarily at any¬
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

Agriculture and the Railroads

Abbreviation, Name, Par, Unit,
Post and Odd Lot Differentials—
Stocks and Bonds— New York
Curb Exchange, New York City.

Financial Analysis of Thirty Oil
Companies for 1948—Joseph E.
Pogue and Frederick G. Coqueron
— Petroleum Department, The
Chase National Bank of the City
of New York, New York 15, N. Y.
—Paper.

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher & Co.
Members

New York Stock Exchange
New York Curb Exchange (Associate)

San Francisco Stock Exchange
Chicago Board of Trade

14 W«1I Street New York 5, N. Y.
OOrtlftDdt 7-4150 Teletype NY 1-928

Private Wires to Principal Offices
San Francisco—Santa Barbara
Monterey—Oakland—Sacramento

Fresno—Santa Rosa

Turkey—An Economic Apprais¬
al—Max Weston Thornburg, Gra¬
ham Spry and George Soule —

Twentieth Century Fund, 330
West 42nd Street, New York 18,
N. Y.—Cloth—$3.50.

Paul Joins Schwabacher
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—G.
Gibson Paul has become associated
with Schwabacher & Co., 600
Market Street, members of the
New York and San Francisco
Stock Exchanges. He was for¬
merly with Brush, Slocumb & Co.
George M. Blair is also now

connected with the firm.

thing and everything to almost
any point in the entire country
and does^o with regularity around
the clock seven days a week. We
have developed in this country the
most comprehensive, efficient and
dependable railroad plant in the
world, a plant that provides the
safest service at the greatest speed
and the lowest cost which can be
found anywhere in the world.

In several respects, railroads
occupy a position of considerable
disadvantage with other forms of
transportation. Airlines are sub¬
stantially subsidized out of the
public treasury and most airports
are built with taxpayers' money;
cur highways are constructed with
public funds and the damage to
these highways through the oper¬
ation of heavy trucks is paid for
by the taxpayer. Waterways are
maintained and operated largely
by the government itself and in
competition with other forms of
taxpaying transportation. " >

; Railroad Taxes Subsidize
Competitors

The ironical fact is that the rail¬
roads pay taxes which are used in
part to subsidize their competi¬
tors. . To give you an accurate
picture on railroad taxes, I have
secured the actual figures of taxes
paid by the Atlantic Coast Line

Railroad Co. for the year 1948.
They were:

To the Federal Government for payment of taxes on" ' *
the company's income __1 $2,575,777.72To the-Federal Government in payment of the 6lA%
contribution to the fund to pay pensions and com¬
pensation to retired, unemployed, sick and disabled
railroaders _______ _

To the public schools for education of our children.tt
To the counties served by lines of Coast Line_________To maintain roads and highways over which our com-~'
petitors operate their vehicles- a*

To cities and municipalities served by lines of Coast*-
Line '1

To states served by lines of Coast Line_,..___ZZZZZZZ^To cities and states for income taxes, franchises, spe¬cial taxes, etc —

(Continued from page 29)
agricultural operations that now

confront the farmers or are just
around the corner, but are fully
sympathetic with the objective of
maintaining agriculture on a prof¬
itable basis. However, railroads
are now fighting for their very
existence. Railroad transportation
that was once a monopoly is now
one of the most highly competitive
operations in business. Busses ana
private automobiles have largely
taken over the short haul passen¬
ger traffic, airplanes compete for
the long haul passenger traffic
and millions of trucks are com¬

peting for and are securing a sub¬
stantial part of both long haul
and short haul freight traffic. All
of these modes of transportation
have their proper place and use
in the service of the American
people.

However, the railroads are the
backbone of the entire transpor¬
tation system and while certain
specialized services may be per¬
formed by other means of trans¬
portation, none can do the com¬

plete job that is performed by the
railroads with such dependability,
such efficiency and such economy.
While other forms of transporta¬
tion may select such traffic as

they choose to carry and may
operate without regularity, the
railroads constitute the only form
of transportation that carries any-

4,072,942.26
1,530,135.88
1,122,927.99

275,008.67

544,510.97
323,723.57

710,513.95

Grand total
$11,155,541.01

The total amount paid as taxes was 46% more in amount than theby this railroad company in 1948 net income of the~railroad after

taxes and the net income after
taxes was only 3% on the invested
capital of the stockholders. -

Furthermore, the wages paid by
railroads and the hours and con¬

ditions of employment of em¬

ployees are to a large extent
beyond the control of railroad

management. The principal de¬
terminations are made through
agencies created by government;
On the other hand, the income of
railroads it almost entirely deter¬
mined by state and Federal gov¬
ernmental agencies. Their opera¬
tions are circumscribed by state
and Federal laws. The railroad

industry, more than any other bus¬
iness I know, is in an almost com¬
plete strait-jacket of -govern¬
mental control and direction. '

If. in the course of time, the;
railroads should fail to earn a

sufficient income to maintain their
solvency and to attract necessary
capital, the country will be con¬

fronted with the specter of gov¬
ernment ownership of the rail¬
roads with the losses paid out of
the pockets of the taxpayers to
keep the trans running. The pub^
lie should realize that in such an

eventuality, socialization would
sweep our entire economy and this
nation would then take that inter¬
mediate step of receivership,
which we call state socialism and
which is part of the way down the
road toward the ultimate step of
human ... bankruptcy, which ; we
know as communism. • ?. '
I have always had a profound

confidence in the sense of fair
play of the American people to
do the right thing when they are
folly informed. I have a tre-*
mendous respect for the farmers
and their innate desire to be fair
in all things. J am, therefore, will¬
ing to stake the case of the rail-*
roads for fair and reasonable
treatment and for the opportunity
to continue to perform an essen-:

tial transportation service to the

agriculture of this nation on the'
verdict of the farms of this state!
and nation when they know and
understand all of the facts. »

The Federal Reserve System Emasculated

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

SAN FRANCISCO, CALIF. —

Richard F. de Graca has been
added to the staff of Blyth & Co.,
Inc., Russ Building.

(Continued from page 2)
should be reduced when the eco¬
nomic goose hangs high, and in¬
creased in depressions. So far,
about all we have succeeded in
doing since this theory gained
official sanction has been to in¬
crease the budget in both booms
and depressions. Budgets are in¬
struments of politics, and to make
them also economic tools is ask¬
ing much of human nature.

There are, we should admit
certain special areas in which
government has set up a mecha¬
nism for anti-cyclical action. The
most notable is unemployment in¬
surance. Under this plan, the
worker and employer make larger
payments to the government in
times of prosperity, and the gov¬
ernment increases its out-pay-
ments in depressions. Spending
for public works is often cited as

an area for a possible anti-cycli¬
cal program. So far, political
pressures and the timing of ex¬
tended projects have baffled the
planners.

One may summarize by saying
that while the budget should be
an influence for economic stabil¬
ity, and we should do all we can

to push it in that direction, we
must not be too sanguine of our
success. We cannot rely on that
instrument alone for economic

stability. The best practice will
be to fortify insistently the old
tradition that budgets are to be
balanced. Circumstances them¬
selves will unbalance them often

enough despite all that can be
done. That is happening today
under our eyes.

The third of the traditional

methods of affecting business
fluctuations is ~ the regulation of
money through changes in the
supply and cosftif* money. His¬
tory records many instances of
the successful use of this instru¬
ment. For years, the Bank of
England, by changes in its dis¬
count rate, or its purchase or sale
of bank acceptances or Treasury
obligations, influenced the flow
of funds in and but of the London
market. More important still,
they influenced the activity of the
investment market. The Federal
Reserve System now has a long
history of attempts at credit con¬
trol—some more, some less suc¬
cessful.

**"*.*•»-

There are great advantages in
trying to influence economic fluc¬
tuations through the money sup¬
ply. In the first place, it can be
done. ThS central banking system
has the power to change the price
of money and to influence the
volume .aof money. It is true, as
many s5y, that for the business¬
man abbut to launch an under¬

taking,Kit does not make much
difference whether he pays 3%
or 4% when he borrows at the
bank. But when a? business is

thinking of selling 30-year bonds,
it may make a critical difference
whether it pays 3% or 4%. Also,
the buyers of bonds or of equities
are greatly influenced by their
view as to whether they think
money rates are rising or falling
—a matter which is within the

control of the central banking
system. When rates are rising, it
is harder to get money. Business¬
men and bankers watch the indi¬

cators of changes in Federal Re- '
serve policy as one of the factors
in deciding whether to go forward?
with or postpone new undertak-.
ings. The powers of the Reserve
System are still substantial,
j The second advantage of using
monetary action as a method of

influencing business is that? this'
method is consistent with democ-:
racy; You don't have to tell the"
individual borrower or lender
what to do, but you create the'
conditions under which he makes *

his own decision. If we must have *

some form of government control, *
the best form in all our experi-*
ence is control through money;
because that involves the least
interference with the freedom of •

the individual to make his own"
choices in his economic life. * ' '

Admittedly, the huge national
debt and responsibility for the*
government security market have
limited the freedom of credit pol-'
icy since the war. Even under
this handicap, increases in dis-?
count rate and open market op-:*
erations have had considerable in- 5
fluence. Just how much no one

can measure; but to the observer
in the money market, it appeared
very substantial.

-Any skeptic as to the power of
money in any economy does well1
to examine the dramatic illustra- *

tions of the results of recent basic

changes in money values and"
credit policies in Belgium, Ger¬
many, and Italy. These were ex¬

treme cases, but they revealed
vividly the improvement that can
follow large doses of good old-
fashioned monetary medicine."*
To avoid any misunderstanding,
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it should once more be empha¬
sized that in this country today
the Reserve System is only one
of many influences on business
fluctuations. The final result re¬
flects many causes: the wisdom
or unwisdom of businessmen in

accumulating inventories, in start¬
ing new ventures, in keeping pro¬
duction costs and selling prices
down; the soundness of labor un¬
ion policies; the international sit¬
uation; the thousands of ways
government stimulates or retards
activity; the spending or saving
habits of the individuals, etc. The
Reserve System is no substitute
for sound policies in all these
areas, nor can it wholly offset
unsound policies. In the long
run, the economic trend reflects
the stresses and the strains from
all these fields,- . ,

1 The point to note is that the
control of money is a very power¬
ful influence, and is one of the
few that can be consciously di¬
rected to economic stability. The
Reserve System is our agency for
that purpose. In the interest of
sound banking and a sound na¬
tional economy, the Reserve Sys¬
tem must be preserved and de¬
fended; and bankers, who know
it best, have that peculiar duty.

f Three Questions of Federal
■i ;

; Reserve Organization
\ Next to , these broad general
conclusions as to the System's
function and responsibility, there
arise, as a result of recent discus¬
sions, three critical : questions
about the organization and opera¬
tion of the Reserve System. "

~(1) Relation of the System, to
the President and the Treasury—
In the whole history of central
banking, the most serious diffi¬
culty has been the relationship
between the central banking sys¬
tem and the political government.
The government is elected by the
people and reflects, sometimes
dimly, it is true, the will of the
people. But wherever a central
bank has been established, some
mechanism has been designed to
give the central bank a measure
of independence from the will of
the executive. There are several
reasons for this. One is that the
problem of money is highly tech¬
nical. No nation's chief executive
is wise enough to make detailed
decisions in this field in addition
to his other duties. .

The second consideration is that
ihe central banking system to be
effective must do unpopular
things. As suggested earlier, the
lessening of business fluctuations
depends more largely on avoiding
overspending and the excesses of
a long-continued boom than it
does on action when the corner

is turned and the indexes start
down.. No amount of easy money
in 1932 and 1933 persuaded people
to spend. The fact that they had
overspent in '28 and '29, together
with their fears, made them cau¬

tious.',
f ,/

, But to make.money more ex¬

pensive and put other restraints
on prosperity is unpopular. A
wise executive in any country
does well to detach himself from
those unpopular decisions and let
somebody else take the responsi¬
bility. j ,

, Still a third reason is that the
immediate interest of the Treas¬
ury is often directly opposite from
the wise course of central banking
policy. The Treasury is the coun¬
try's :biggest borrower. It needs
cheap money, even when the dose
of medicine that the country may
require is firm money. These are
all good reasons why the Federal
Reserve System should not be a
bureau of the Treasury Depart¬
ment or subordinate to it. The
central banking system should be
almost as detached from the polit-
iccal administration as the Su¬
preme Court. We say "almost"
because, of course, the central
banking system, in working for
the public ' interest, must inevit¬
ably consider the, needs of the
Treasury as a major factor in its

decisions; and central bank policy
is always a part of a country's
broad economic program. But if it
does its job well, it will always
see beyond the Treasury interest
the need for economic stability
for the whole country. The wise
chief executive of a nation will

respect the freedom of the cen¬
tral banking system, just as the
wise central banker cannot neglect
the political environment. In time
of war, the Reserve System be¬
comes an. agency for financing
the Treasury. With peace, it is
slowly recovering independence.
We must not allow that wartime

relationship to be permanent. .

(2) The Balance of PowerWith¬
in the Federal Reserve System—
In the years of discussion preced¬
ing the passage of the Federal
Reserve Act, a controversy raged
as to whether the new central

banking system should take the
form of a single central bank with
branches, or a regional system.
Under the leadership of President
Wilson and Carter Glass, the- re¬
gional system" was adopted. One
reason was the natural fear al¬

ways entertained in this country
of financial domination by some
central group. There would be
always danger that such a central
group would come under the con¬

trol of some narrow economic or

political interest, or would not be
wise enough to visualize the needs
of so large and diverse a country.
A second advantage of the re¬

gional system is that the effec¬
tiveness of any action which the
System may take depends on the
cooperation of bankers and busi¬
nessmen all over the country, and
men always cooperate better in
decisions in which they have some
share. In the field of money, the
same political principle was fol¬
lowed which gave us in this coun¬

try a Federal, republican form of
government, rather than too great
'concentration of/power at any

single point. Admittedly, our gov¬
ernment is not as efficient in cer¬

tain respects as a government
which concentrates power at the
top; but in the long-run the
American people believe the re¬
sults are better.

During the past 15 years, in the
Federal Reserve System, there has
been a tendency to move away
from the regional principles of
President Wilson and Carter Glass
toward a concentration of power
in a Board in Washington. The
Banking Acts of 1933 and 1935
further increased the power of the
Board, at the expense of the Fed¬
eral Reserve Banks, by giving the
Board a majority in the Federal
Open Market Committee, which
makes the decisions on open mar¬
ket operations; by lodging in the
Board powers to change the re¬
serve requirements of banks, to
change the margins on security
loans, and to control foreign op¬

erations; and otherwise increas¬
ing the Board's powers.

There still remain, however,
substantial powers in the Reserve

Banks, including the power to fix
discount rates (subject to review
and determination by the Federal
Reserve Board), the power to pass
on loans and discounts of alLsorts,
some power of bank supervision,
and the power through the bank
presidents to vote in the Open
Market Committee. -As the Re¬
serve Banks are the operating
bodies of the System in direct
contact; with the markets and

men, their recommendations have
always carried weight with the
Board and with the Treasury.
Further suggestions to concen¬

trate more and more power in
Washington appear in the Hoover
Task Force report, and also in
legislative suggestions by the Re¬
serve Board. This tendency has
two grave dangers. The first of
these is that the Federal Reserve
Board may become so detached
from grass roots opinion that it
will make the wrong decisions. It
is a hazardous business in a coun¬

try as large as this for such a

Board to make important de¬
cisions affecting the lives of 135

million people in the detached,
statistical, and political atmos¬
phere of Washington. The Fed¬
eral Reserve System has huge
powers. The founders of the Sys¬
tem were wise in the extent to
which they decentralized the
making of decisions, so that any
decision when finally made would
represent the composite judgment
of several groups of peole and not
the arbitrary action of a few.
The Federal Reserve Banks as

fully as the Reserve Board are
manned by career men devoted
to public service. Their director¬
ates are composed of public-
spirited and able citizens in
touch with their communities.
Their participation in policy de¬
cisions of the System will help to
insure that these decisions are

reasonable, and will be so ac¬

cepted by the citizens of the dif¬
ferent communities. In the long-
run, monetary policy is not a
matter of mechanics but a matter
of human psychology; and the
Federal Reserve System can best
accomplish its purposes if it ex¬
ercises leadership which is fol¬
lowed by an understanding and
willing community. From this
point of view, it is not more
powers that are needed but closer
understanding and cooperation
between bankers and the Reserve

System. Responsibility for this re¬
sult rests on both groups.

(3) The Trend Toward Controls
—For some years past, the Re¬
serve Board has been given from
time to time added powers in de¬
tailed sectors of the field of

credit, in addition to the general
powers which it already exer¬

cises/over the volume and the
cost of money. An example is to
be found in the legislation giving
the Federal Reserve Board power
to fix margin requirements on se¬

curity loans. In the 1928-29 boom,
excessive loans on securities were

a major cause of the ov2rexpan-*?
sion and proved impervious to
control through raising money
rates. There was sound reason for

giving the Reserve System this
additional power to fix margins,
so that excessive amounts of
credit would not be created

through security loans. Similarly,
there was some justification in
war or serious inflation for giving
power to some one to regulate the
terms under: which instalment
credit is advanced, though in this
case, the results were of doubtful
value.

Both of these powers involve a

type of credit in which the vol¬
ume is large and in which it is
possible to apply general rules.
In both cases, however, there is
danger in the exercise of such
powers. For example, the 75%
margin requirement in force until
recently has been a factor in the
present depression in the market
for equity capital.
One school of monetary econo¬

mists would project the Reserve
Board still further into what may
be called "qualitative" credit con¬
trols by giving the power to make
detailed rules to govern the mak¬
ing of real estate loans and other
specific forms. of loans. This is
quite different from fixing mar¬
gins on security loans or down-
payments and maturities on in¬
stalment loans. Any set of rules
for the infinite variety of loans
would be so cumbersome and
complicated as to entail vast
amounts of extra red tape, confu¬
sion, and interference with the
normal conduct of business. Any
rules strict enough to restrain un¬
wise lending would check and
hamper many cases of wise lend¬
ing..
All of these suggestions have

in common more than a sugges¬

tion of the totalitarian principle
that some one in a government
bureau can make wiser decisions
than management on the job. The
danger is that such controls will
prove as ineffective and also as
destructive of aggressive enter¬
prise as totalitarian controls in
Europe today. The controls, more¬
over, take time and endless deci¬

sions and controversies, which
divert the System from its true
function,
The recent request of the

Reserve Board for more power
over bank reserve requirements
also enters into detailed manage¬
ment of the banking business.
Large, unexpected, and incalcu¬
lable changes in the amount of
money banks have to employ cre¬
ate difficulties for the people who
run banks; and they may have un¬
expected repercussions. As bank
earnings are impaired, for exam¬
ple, bankers are tempted to make
excessive loans in borderline
cases.

The present detailed control by
the Reserve System of prices and
trading in the government secur¬
ity market, justified in wartime,
has no permanent place in a

peacetime economy.

The general conclusion is that
no matter how necessary certain
added controls may appear to be
to meet particular situations, there
is danger in this area that needs
to be safeguarded. One way of
safeguarding it would be to put
all these powers in the Open Mar¬
ket Committee rather than the
Board of Governors/so that grass
roots opinion is brought to bear
on the decisions. In any event,
added powers should be granted
only with great caution, and the
present powers and practices
should be closely scrutinized. -

Conclusion

After nearly 35 years of opera¬
tion, the Federal Reserve System
is threatened with, danger. It is
threatened by the kind of think¬
ing that created totalitarianism in
Germany and Russia and social¬
ism in England, by the reasoning
that efficiency calls for concen¬
trating power in bureaus in Wash¬
ington. This is a danger not for
banking alone but for the whole
country. , It was the principle of
Karl Marx that if a group of men
could get control of the credit
resources »of the country, they
could control the whole country.
The seemingly logical move to
solve our money problems by
greater concentration of power
over credit in Washington and in
political hands is subversive of
the principles of our democracy.
If the bankers of the country do
not defend the System from this
danger, no one else can or will.
It would be easy to leave this

statement as a negative plea, op¬

posing all controls. The positive
side of it is a reaffirmation of the
need for vigorous monetary man¬
agement as the most powerful anc,
best instrument government pos¬
sesses for moderating business
fluctuations. Its effective use de¬
pends on the time-honored pow¬
ers to influence the cost and vol¬
ume of credit rather than on de¬
tailed control. The use of these
powers in turn depends on a re¬
vitalized Federal Reserve System
with growing independence of
Treasury policies as the war re¬
cedes into the past. The effective¬
ness of credit policies also will
be greatly enhanced as they be¬
come cooperative national policies
rather than surprise moves im¬
posed by a Washington agency.
In bringing this about, bankers
have themselves an equal respon¬
sibility with the Reserve System.

Chicago Exchange Member
CHICAGO, ILL.—The Board of

Governors of The Chicago Stock
Exchange has elected to mem¬

bership Clarence A. Horn, First
of Michigan Corporation, Detroit,
Michigan.

McGuiness in Oneonta
ONEONTA, N. Y.—Raymond L.

McGuiness is engaging in a se¬

curities business from offices at
401 Main Street. Mr. McGuiness
was formerly with Kalb, Voorhis
& Co. and Orvis Bros. & Co.

Banker's Role in

Adjusted Economy
(Continued from page 5)

chasing power available today is
at near iecoid leveis.

People in this country are now

earning' money at the rate of
nearly $214 billion a year. This
is close to the all-time peak rate
of last December. In addition, in¬
dividuals have near-record hold¬
ings of liquid savings in the form
of checking accounts, savings ac¬

counts, government securities, and
currency. These assets total $200
b.llion and are a reservoir of pur¬
chasing power which has been ac¬
cumulated in recent years. These
savings are 3Y2 times as large as

they were in 1939. Corporations,
too, are currently in an excep¬

tionally favorable financial posi¬
tion with working capital at a
near-record level of $65 billion.
This nation was built on confi¬

dence in the future. Our progress,
from the days oi Plymouth and
Jamestown, has stemmed from
our ability to make use of our,

great resources to better the lot
of the individual citizens of this

country. - -

When we look at the present
economic picture in perspective,,
includng full consideration of the
current readjustments, the oppor¬
tunities already at hand begin to
take on their true proportions.
We have vastly greater resources,
immensely advanced technical
knowledge, a rapidly increasing
population, and compelling incen¬
tives to further progress far be¬
yond the conception of a genera¬
tion or two ago. Surely, never
before in our history have science
and industry united to combine
such a wealth of new discoveries
and new processes at our doors.
- • V v. • , ' • ■

New Heights of/Achievement

I believe that if we grasp our

opportunities with vigor and en-/
thusiasm, we can continue to move
forward to new heights of
achievement in the'years aheadJ
There is no reason why we should*
not. America certainly is not los¬
ing the vision and the determina¬
tion that built this nation to its

greatness. Certainly we are not
los'ng the genius and the faith
which created a mighty industrial
society and gave us our present
high standard of living. Surely,
we will continue to demand that
advances in knowledge and skills
be harnessed to meet our wants
and increase our well-being. Noth¬
ing can retard us except lack of
confidence and a slackening of
our traditional spirit of progress.
To benefit by our tremendous

opportunities, it is essential that
we maintain our confidence in the
future. We must not hesitate pr
falter. We must not be afraid of
change or of facing up to new
problems. Many of these problems ,

are opportunity in disguise. They
are but stepping-stones to greater
national achievements.

Meehan Wins Golf

Tourney of NYSE
William Meehan of M. J. Mee¬

han & Co., New York City, won
the annual New York Stock Ex¬

change golf tournament at the
Winged Foot Golf Club, Mama-
roneck, New York, with a score
of 71, and also won low net with
67. Thomas F. Scholl, Thomas
F. Scholl & Co., was second with
a score of 77 and low net of 70.

Joseph Meehan, M. J. Meehan &
Co., placed third.

With Central Investment
(Special to The Financial Chronicle)

OMAHA, NEB. — Murray > T.
Crummer, Jr., is with Central In¬
vestment Co. of Texas, Insurance

Building.
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Indications of Current Business Activity
The following statistical tabulations cover production
shown in first column are either for the week or month

and other figures for the latest week or month available (dates
ended on that date, or, in cases of quotations, are as of that date) :

AMERICAN IRON AND STEEL INSTITUTE:
- Indicated steel operations (percent of capacity)

Equivalent to—
Bteel ingots and castings (net tons)

AMERICAN PETROLEUM INSTITUTE:
Crude oil output—daily average (bbls. of 42 gallons each)
Crude runs to stills—daily average (bbls.)
Gasoline output (bbls.)— ——-—

Kerosene output (bbls.)
Gas oil and distillate fuel oil output (bbls
Residual fuel oil output (bbls.)
Stocks at refineries, at bulk terminals, in transit and in pipe lines
Finished and unfinished gasoline (bbls.) at
Kerosene (bbls.) at
Gas oil and distillate fuel oil (bbls.) at-
Residual fuel oil (bbls.) at

ASSOCIATION OF AMERICAN RAILROADS:

Revenue freight loaded (number of cars)

-July 3

-July 3

.June 18

.June 18

.June 18

.June 18

.June 18

.June 18

.June 18

.June 18

.June 18

.June 18

Latest
Week

79.9

1,473,000

4.867,650
115,171,000
17,998,000
1,530,0001
5,228,000
7,693,000

116,403,000
22,504,000;
61,445,000
65,594,000

.June 18

Revenue freight received from connections (number of cars). June 18

dVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS-
RECORD:

Tbtal U. 8. construction June 23
Private construction June 23
Public construction June 23
etate and municipal June 23
Federal June 23

Goal output (u. s. bureau of mines):
Bituminous coal and lignite (tons)
Pennsylvania anthracite (tons)
Beehive coke (tons) —

June 18

Jqne18
June 18

ARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS¬
TEM—1935-39 AVERAGE=100

■BISON ELECTRIC INSTITUTE:

Electric output (in 000 kwh.)

FAILURES (COMMERCIAL AND INDUSTRIAL)-
STREET, INC. .

June 18

.June 25

-DUN &

•RON AGE COMPOSITE PRICES:

Finished steel (per lb.)
Pig iron (per gross ton)

. Scrap steel (per gross ton)

METAL PRICES (E. & M. J. QUOTATIONS):

Mectrolytic copper-
Domestic refinery at
Export refinery at L.

Straits tin (New York) at
Lead (New York) at
Lead (St. Louis) „at —

Zinc (East St. Louis) at

MOODY'S BOND PRICES DAILY AVERAGES:

0. 8. Government Bonds
Average corporate —.—

BRAD-
June 23

June 21
June 21

June 21

June 22

—June 22
June 22

June 22

..June 22
.June 22

649,351
577,968

$215,170,000
84,840,000
130,330,000
83,963,000
46,367,000

2,100,000
121,000
21,400

285

5,466,169

196

t3.705c
$45.91

$20.25

A

Baa
Railroad Group—
Public Utilities Gr
Industrials Group.

amODY'S BOND YIELD DAILY AVERAGES:

0. 8, Government Bonds

Average corporate —

Railroad Group
Public Utilities Group
Industrials Group

MOODY'S COMMODITY INDEX

June 28
June 28
June 28
June 28

.i; .June 28

June 28

June 28

June 28

June 28

.June 28

NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD-
>■ ITY INDEX BY GROUPS—1985-39=100: ' ' ■ '

^
Pats and oils June 25

Farm products June 25
Cotton r June 25

*

Grains June 25
Livestock June 25

Fuels June 25
* Miscellaneous commodities June 25
Textiles June 25
Metals June 25

Building materials June 25
Chemicals and drugs June 25
Fertilizer materials June 25
Fertilizers June 25
Farm machinery.. June 25
All groups combined June 25

NATIONAL PAPERBOARD ASSOCIATION:

Orders received (tons)
( Production (tons)
Percentage of activity
Unfilled orders (tons) at

June 18

June 18
June 18

__1 June 18

NIL. PAINT AND DRUG REPORTER PRICE INDEX—
- AVERAGE=100

Previous
Week

84.4

1,555,900

4,875,650
5,153.000
17,641,000
1,617,000
5,711,000
8,305,000

117,484,000
22,006,000
60,402,000
65,901,000

808,156
609,435

$150,842,000
71,415,000

'

79,427,000
62,029,000
17,398,000

12,960,000
1,326,000
*102,000

*283

5,372,600

196

f3.705c
$45.91

$20.92

15.700c
15.925c

103.000c
12.000c

11.850C i

9.000C,

16.200c
16.425c

103.000c
12.000c

- 11,850c
9.000c

Month

Ago

91.8

1,692,300

4,903,000
5.307,000
18,230,000
1,776,000
6,177,000
8,354,000

120,797,000
20,664,000
54,351,000
63,474,000

773,911
609,454

$193,679,000
95,840,000
97,839,000
72*728,000
25,111,000

11,135,000
1,050,000
133,300

280

5,270,161

206

3.705c

$45.91
$22.08

17.700c
17.925c

103.000c
14.000c
13.850c

12.000c

June 24

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR—
1526=100: t

AH commodities June 21
Farm products June 21

All commodities other than farm and foods June 21
Textile products June 21'
Fuel and lighting materials June 21
Metals and metal products June 21
Building materials

__ _ June 21
All other June 21

2.37
3.01

2.71

2.79
3.05

3.48

3.31

2.93
2.78

332.8

214.0
136.9

230.3
311.9
194.1
229.0

214.1
162.1
184.7
166.1
212.7

137.5

141.2

150.5
155.8

201.3

150.021

167,196
78

254,033

128.1

153.2

167.0

159.9

145.0

135.1

131.0
165.6

190.9

127.4

2.38
3.00

2.71

2.78

3.04

3.48

3.29

2.93

2.78

340.4

214.2
137.2

228.8

313.2

196.7
225.1

213.1
160.9

185.6

167.2

211.0

137.5

141.1

150.5
155.8

200.4

153,108
165,729

79

272,243

128.3

154.8

170.7

163.8

145.2

135.3

131.0

166.1
191.9

127.5

2.38

2.99

2.71

2.78

3.03

3.45

3.26

2.94

2.78

344.3

219.2

142.9
234.8

309.2

203.6

233.3

218.5

163.7
186.1

171.1

212.5

137.6

142.8

150.5

155.8

205.0

140.189
161,307

77

248,992

130.2

156.5
174.5

165.6
146.2

136.1

130.6

167.5
193.4

129.3

Special Indexes—
Grains
Livestock
Meats
Hides and skins.

*Revised figure.'

.June 21 ... 156.4 157.2 164.1

.June 21 206.7 " 213.1 210.9

.June 21 220.9 231.5 231.3

.June 21 186.5 189.6 190.0

crude runs. SNot comparable with other periods which

Year

Ago
95.2

1,716,000

5,492,350
§5,566,000
§17,648,000
§2,149,000
§6.758,000
§8,963,000

§104,603.000
§17,575,000
§43,783,000
§58,726,000

906,631
713,426

$160,248,000
96,319,000
63,929,000
48,395,000
15,534,000

13,371,000
1,180^000

—- 140,000

310

5,256,698

111

3.211c

$40.51
$40.66

21.200c
21.675c
103.000c

17.500c
•J17.300C
12.000c

June 2§ 101.75 101.66 101.64 100.80
.June 28 112.93 113.12 113.31 124.20
June 28 118.80 118.80 118.80 117.60
June 28 117.20 117.40 117.40 115.63
.June 28 112.19 112.37 112.56 112.37
June 28 104.48 104.48 105.00 106.74
June 28 107.44 107.80 108.34 108.88
June 28 114.46 114.46 114.27 113.70
June 28 117.40 117.40 117.40 116.61

AMERICAN ZINC INSTITUTE, INC. — Month
of May:

Slab zinc smelter output, all grades (tons'
of 2,000 lbs,)

Shipments (tons of 2,000 lbs.) ;
Stocks at end of period (tons).
Unfilled orders at end of period (tons)

BUILDING CONSTRUCTION PERMIT VALUA¬
TION IN URBAN AREAS OF THE U. S.
— U. 8. DEFT. OF LABOR — Month of J
April (000's omittedi:

All building construction
New residential
New nonresidential

Additions, alterations, etc

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR— Month of May (in millions):

Total new construction—
Private construction
Residential building (nonfarm)
Nonresidential building (nonfarm)
Industrial .

Commercial
...

Warehouses, office and loft buildings
Stores, restaurants and garages

. Other nonresidential buildings
Religious :__wr. —— -

Educational
Social and recreational

Hospital and Institutional ;
"

"Remaining types
Farm construction •

Public utilities "<

Railroad .... .

Telephone and telegraph
Other public utilities .

Public construction
Residential building
Nonresidential building (other than mili¬

tary or naval facilities) 1
Educational I

r
Hospital and institutional I— "

All other nonresidential

Military and naval facilities
Highways ;
Sewer and water___ _____* ,

Miscellaneous public service enterprises-
Conservation and development
All other public

BUSINESS FAILURES—DUN & BRADSTREET
INC.—Month of May:

Manufacturing number. ___.

Wholesale number :___ — -

Retail number : _

Construction number
Commercial service number :

Total number — ,£

Manufacturing liabilities ___ 1
Wholesale liabilities

—„

Retail liabilities 4

Construction liabilities :. ~
Commercial service liabilities . .___

2.45

3.01

2.77
2.87

3.04

3.35

3.23
2.97

2.82

436.1

242.9

287.8
278.4

348.3

266.5

277.8

231.4

176.6
214.6

165.9

228.5

158.8

134.6

143.8
139.4

227.7

173,264
182,205

97

369,348

146.9

167.0

200.3
181.8

149.4

149.3

133.1

157.9

197.0
136.1

212.0

263.9
. 266.6

218.8

are on newj

tThe weighted

fllnchides 415,000 barrels of foreign
of reporting In California. Principal changes exclude cracking stock from distillate and residual fuel oils.

finished steel composite was revised for the years 1941 to date. The weights used are based on the average product shipments forHie 7 years 1937 to 1940 inclusive and 1946 to 1948 Inclusive. The composite under .the old method this week would have been3.73330c per pound.

■

■

■

■ \A ''
\

Latest
Month

77,537
51,938
76,581
58,644

Previous
Month

*75,921
*53,143
♦50,982
65,713

Year

Ago

73,885
72,848
44,253
71,018

5628,132 *$586,940 $716,048
349,787 •314,456 419,544
195,437

"

*192,648 196,825
82,908 -

*79,836 99,679

$1,568 ♦$1,369 " $1,572
. r 1,111 .• ,*984 1,222

530 *440 625
" '

258 " *251 275
rv 82 * *89 111

84 .

,. *76 96
23 23 24
61 53 72
92 \ *86 68
26

. 24 16
19 19 16
20 . 19 15
14 12 10

... ,13 , . *12 • 11
40 .30 50

283 *263 272

X, 32 -
- ' 27 • *. • ' 34

60 *60 62
*191 - 176

, ' 176
457 *385 "

350
15 ♦14 7

148 153 79
:■72 *68 42

. -39 *36 15
37 •31 . 22

... ,

8 *8 12
150 100 140
48

, 46 '.:"4 40
10 *9 11
61 *57 47
17 \ 1 *16 1#

202 ♦229
'

135
101 98

. ' . 72

. - 351. 406.. 15®

63 68
r

31
59 76 3®

„■ 776
$11,182,000
■; 4,334,000

6,034,000
1,434,000
5,390,000

. *877'

♦$14,523,000
, 3,975,000
6,139,000
1,519,000
5,774,000

426

$7,030,000
2,459,000
2,679,000
588,000

1,058,000

Total liabilities $28,374,000 *$31,930,000 $13,814,000

COMMERCIAL STEEL FORGINGS (DEPT. OF
COMMERCE)—Month of April:

Shipments (short tonsi ;

Unfilled orders at end of month (short tons)

GRAY IRON CASTINGS (DEPT. OF COM¬
MERCE)—Month of April:

Shipments (short tonsi
For sale (short tons) ______ ___

For producers' own use (short tons)
Unfilled orders for sale at end of month
(short tons) —

MOTOR VEHICLE FACTORY SALES FROM
PLANTS IN U. S. (AUTOMOBILE MANU¬
FACTURERS' ASSOC.)—Month of May:

Total number of vehicles
Number of passenger cars.:
Number of motor trucks
Number of motor coaches

NEW YORK STOCK EXCHANGE—As of May 31
(000's omitted):

Member firms carrying margin accounts—
Total of customers' net debit balances
Credit extended to customers
Cash on hand and in banks in U. S
Total of customers' free credit balances-

Market value of listed shares :

Market value of listed bonds
Stock price index, 12-31-24=100 :

Member borrowings on U. S. Govt. issues
Member borrowings on other collateral -

REAL ESTATE FINANCING IN NON-FARM
i AREAS OF U. S. — FEDERAL SAVINGS
AND LOAN INSURANCE CORPORATION
—Month of April (000's omitted):

Savings and Loan associations
Insurance companies —
Banks and Trust companies — -

Mutual Savings banks—.
Individuals . __i

Miscellaneous lending institutions ;

104,305
464,782

929,307
467,433
461,874

120,035
504,142

1,074.704
567.041
507,663

114,314
628,123

1,051,083
584,969
466,114

1,445,532 1,639,465 2,690,893

Total

SOFTWOOD PLYWOOD (DEPT. OF COM¬
MERCE)—Month of April:

Production (M sq. ft. %-in. equivalent)
Shipments and consumption (M sq. eeft,
%-in. equivalent)

Stocks (M sq. ft. %-in. equivalent) at end
of month

Consumption of logs (M ft. log scale) _

Stocks (M ft., log scale) at end of month

STEEL CASTINGS (DEPT. OF COMMERCE)—
Month of April:

Shipments (short tons)
For sale (short tons) _.

For producers' own use (short tons)
Unfilled orders for sale at end of month
(short tons)

TRUCK TRAILERS (DEPT. OF COMMERCE)—
Month of April: • ,

Production (number of units) ; ;
Shipments (number of units)-;

- Shipments (value in dollars)
♦Revised figure. ... ^ :

481,467
394,703
86,200

564

$659,748
67,012
283,274
534,758

64,146,599
132,028.548

67.9%

$164,115
*

330,809

$283,535
77,309
189.750
52,976
166,925
137,521

$908,016

152,738

158,858

76,075
75,245
207,207

119,953
83,277
36,676

250,506

543,118
436,392
106,212

514

$625,904
68,343
297,823
542,239

66,237,520
132,097.816

70.5%

$178,367
301,513

$263,891
76,630

192,789
51,482
168,280
127,961

$881,033

•176,061

*179,021

*81,526
♦83,256

*217,711

138,889
102,027
36,862

284,754

- *

2,746 *2.634
•

. 2,855 r ' *2,822
$9,912,370 *$9,900,390

338,53®
225,461
111,780
1,28®

$614,72®
68,60®
360,36®
618,86®

74,703,907"
135,369,74#

82.8%

$153,653
232,15#

$313,07®
81,56#
232,18#
53,795

,181,201
131,855

$993,67®

164,862

162,975

40,435
70,241

139,54#

150,305
114,89®
35,409

472,370

4,116
- 4,736

$13,313,997
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The Crucial Problems Confronting Today's Investor
(Continued'from first page)

cycle? If he buys common stocks,
.what are the characteristics which
the investor should emphasize in
their selection? Let me hasten to

remark that I do not pretend to
have all the answers to these $64
questions. I mention them only to

.. accent the nature of the investor's
.current problems.

Moreover, to stay within the
time limits of this discussion, I
-will devote myself principally to
a discussion of the economic

aspects of these problems. The
-political aspects would take us too
far afield. However, I might say
that the strange behavior of equity
prices, which have been in a bear
market trend for a period of three
years, encompassing almost the
entire postwar business boom, fur¬
nishes evidence that the investor's
worries go far deeper than merely
economic considerations and that

he has consciously or uncon¬

sciously been oppressed by the
fears of social upheaval. It seems
to me nevertheless that the polit¬
ical factors mentioned are not of

controlling importance so far as
immediate investment policies are
concerned. With regard to the
meeting of the Council of Foreign
Ministers this, as was widely an
ticipated, produced little in the
way of tangible results. Yet it
seems to me to have been of tre¬
mendous significance as it con¬
tributes further to the economic,
political and military unity of the
members of the Atlantic Pact and
continues to keep Soviet commun¬
ism on the defensive. As a result,
the danger of war is lessened and
Western,.. diplomacy . has gained
further strength.
It is important that we bear in

mind always, however, that noth¬
ing is changed so far as the basic
strategy. of the Communists is
concerned and that we must look
forward to living under the ten¬
sion of ideological world conflict
perhaps for generations to come.

The Sterling Problem

On the foreign economic front
the inevitability, in my opinion,
of the devaluation of . sterling is
a negative factor in our economic
outlook. The British are living in
the wonderland of a welfare state
in which they are seeking to main¬
tain a standard-of living above
their capacity to produce, If they
are to survive in< a competitive
world economy, they must relax
certainYagidities in their economic
structure though this will involve
a lowered standard of living to
the extent that they are unable
to achieve a much higher level of
productivity. One of these rigidi¬
ties is the over-valued pound,
which can no longer be justified
as we pass to a world buyer's mar¬
ket. This will have certain de¬

flationary consequences so far as
we are concerned but its over-all
effects on our economy should be
virtually negligible.
As evidence accumulates that

we are in the midst of a business

slump of significant dimensions,
it is likely that developments on
the domestic political front will
be of a stimulating rather than a

depressing character and that the
emphasis will shift away from the
social measures of the so-called
"fair deal" to an aggressively ex¬

pansionist policy designed to fore¬
stall or at least cushion a reces¬

sion. Signs already accumulate in
jfchat direction. • Many of the pro¬
posals of the 1948 political cam¬

paign are now virtually in dis¬
card and others are likely to be
watered down considerably. On
the other hand, a number of meas¬
ures have already been taken to
encourage credit expansion in¬
cluding relaxation of consumer
credit controls, reduction of mar¬
gin requirements and a cut in
member bank reserve require¬
ments. This reversal of central

bank policy is likely to be carried

much farther in the course of time
ana generate a new wave of credit
expansion, particularly since it is
likely to be accompanied by re¬
newed deficit financing in the
coming years. Unemployment
compensation and other income
payments, farm price supports and
an aggressive expansion of public
works on an immense scale may
be anticipated in an effort to com¬

pensate for a decline in private
spending. Regardless of the ulti¬
mate wisdom of these devices,
they should provide an important
cushion for the economy when
taken in conjunction with a con¬
tinued high level of public ex¬

penditures for foreign aid and de¬
fense.

Depression by Any Other Name

There can no longer be any

doubt that we are in a declining
phase of our economic cycle. A
good deal of economic nonsense

has been uttered recently as to
whether this is a readjustment, a
recession or a "healthy" correc¬
tion. I might observe that a de¬
pression by any other name is just
as painful. The rate of industrial
production as measured by the
Federal Reserve Board index is

down from 195 last fall to about
170 currently, or almost 13% in
the space of seven months. In the
same period the number of unem¬
ployed has doubled, from about
1.6 million in October to over 3.3
million in May—though it might
be observed that the latter num¬

ber is still extraordinarily low.
Rising unemployment has likewise
been accompanied by a reduction
in the hours worked per week. In
certain industries the decline in

production has been acute as fabri¬
cators and merchants have sought
to work off inventories. For in¬

stance, shipments of batteries in
recent months have been far be¬
low the average rate of use. Or¬
ders for railway equipment have
virtually disappeared. Bookings
of fabricated structural steel in

April dropped very near the lows
of 1932-33 and in the same month
orders for machine tools declined

sharply to a level more than 30%
below the 1945-47 average. For
the first five months of this year
total building contracts are down
more than 8% from last year and
residential; building contracts
alone are about 15% lower. Many
other instances of a sudden pre¬

cipitous reversal of trends could
be cited. •

A drop in commodity prices
has accompanied the declining
trend of new orders and produc¬
tion. The U. S. B.L.S Index of
Wholesale Commodity Prices has
declined from its high of about
170 in August, 1948 to about 153
currently, or about 10%. More¬
over, the Bureau of Labor's Index
of Sensitive Commodities, that is,
primary prices of raw materials,
has declined to date about 36%
from its high in November,'1947.
In the area of primary prices de¬
clines in many instances have
been so drastic as to be closely
comparable to the patterns of
1920-21. In the past two months
we have had strong indications of
rapid acceleration of the over¬
all business decline.

While I am of the opinion that
we do not have present in our

economy today the usual elements
of a major depression, and while
I believe that the current contrac¬
tion is not likely to be long pro¬
tracted or severe I recognize that
the great imponderable in all our
calculations is the factor of pub¬
lic psychology. A decline in price
instead of inducing renewed or

increased spending is more likely
to cause further deferment of

spending in the expectation of
still lower prices; and unless

something intervenes to break this
chain of thinking, this can gener¬

ate a vicious deflationary spiral.
For this reason I have no wish to1

be dogmatic in the opinions that I
shall express with regard to the
outlook.

Deflationary Psychology
We already have evidence of a

deflationary psychology in the
growing reluctance to spend on
the part of both • consumers and
business men. During the past
year consumers have been saving
an increasing proportion of dis¬
posable income, and in the first
five months of this year depart¬
ment store sales have declined
about 4% as against last year in
the face of a rise of almost 5% in
total personal income. With a

turn in the trend of prices last fall
a significant change took place in
the spending practices of business
men. This is reflected in a decline
of about $1 billion in inventories
in April. A sharp cut has occurred
in forward orders and the planned
expenditures of industry for plant
and equipment in the last half of
this year are reported by the SEC
at about 14% below the rate of the
final half of last year.
Expenditures for durable goods

which amounted last year to
about 25% of the total national

product are the strategic factor in
our economy. This is the type of
spending which is deferable for
considerable periods of time, par¬
ticularly in view of the heavy ex¬

penditures for such goods in the
past three years. It is of impor¬
tance to bear in mind that as our

standard of living rises a growing
percentage of the national income
is devoted to the purchase of dur¬
able goods, for which demand is
postponable; and this tends to
magnify the swings of the eco¬
nomic cycle.
Incoming orders have been in a

sharply declining trend since last
fall and their present level , and
trend suggest a further material
decline in the rate of industrial

production.
What assurance is there that

this declining trend of demand,
prices, production and employ¬
ment, which feeds upon itself, will
not spiral into a major depression?
I think this is a matter of def¬

inition of terms and degree. We
have had three major depressions
in the past 30 years—1920, 1929,
1937. I believe it should be useful
to examine the degree and char-''
acter of economic changes in 1920
and 1937 as a background for the
consideration of the probable de¬
gree of the present decline. I am
prepared to rule out 1929 as I do
not think we have a set of condi¬
tions now remotely resembling
those of that unhappy era.

The 1920 depression was prin¬
cipally a violent deflation of com¬
modity prices. The Bureau of
Labor's Index of Wholesale Prices
declined almost 45% in 13 months.
This index has declined only
about 10% in the past 10 months.
While we shall undoubtedly see a
further drop in prices, it is alto¬
gether probable that the decline
will be more gradual and much
less severe. The 1920 break was

the violent product of a critical
credit stringency, of which we
have no evidence at this time.

Indeed, our present situation is
characterized by extreme predit
ease and we have a number of
cushioning factors not present in
1920. It is of interest to note

following the break of 1920
commodity prices settled down td
a plateau about 50% above the
prewar level for a number of
years thereafter.
In the* 1920 depression indus¬

trial production declined about
33% in 14 months. The 1937-38

depression was largely an inven¬
tory liquidation precipitated by a

sharp contraction of bank credit,.
Industrial production again de¬
clined about 33% within a period
of 12 months and wholesale com¬

modity prices receded about 17%
in the course of about two years.

The gross national product de¬

clined about 25% from * 1920 to
1921 and about 17% from the
fourth quarter of 1936 to the first
quarter of 1938. It is a rather
ominous fact that corporate prof¬
its declined about 100% from 1920
to 1921 and about 50% from 1937
to 1938.

Factors of Strength

There are present in our econ¬

omy today a number of factors of
strength which suggest to me that
the current decline in production
and prices should hold well within
the limits of the 1920 and 1937

periods. I might enumerate these
as follows:

I

The gradual process of the cur¬
rent adjustment. In past periods
of depression declines in various
phases of our economy occurred
almost simultaneously and were

largely unforesee. The present re¬
adjustment has already spread
over several years. Some indus¬
tries, particularly those of a lux¬
ury character, began their read¬
justment as far back as 1946.
Others, including machine tools,
radios and glass containers, began
in 1947. The cutback in textiles,
petroleum, auto trucks, household
equipment, furniture, brass and
leather, during the past year has
been severe. While retail trade

organizations have reduced inven¬
tories only moderately to date,
outstanding orders have declined
drastically. I am not suggesting
that these readjustments have yet
run their full course, and it should
be recognized that several major
industries now working against
backlogs with declining orders
have their correction lying ahead;
but the rolling nature of this re¬

adjustment has been such that the
effects on our over-all level of
economic activity have been ex¬

tremely mild and there is little
evidence of financial distress ex¬

cept among marginal companies.
The sober behavior, of bankers,
businessmen, investors and spec
ulators throughout the entire pe¬
riod of the postwar boom has pro¬
vided a sturdy financial and
psychological buffer against the
exigencies of the current transi¬
tion : to the more normal condi¬
tions of a competitive economy.

Because of the restraint and

foresight exercised throughout the
boom period byJ consumers and
businessmen this gives the ap-

peararicerof being one of the most
humane? depressions on record. A
major bust has always in the past
proceeded from a prior period of
buoyant optimism and excessive
speculation including over-expan¬

sion, over-buying, over-borrowing.
In contrast, the past three years
have been characterized by ex¬

treme caution. A large part of
earnings has been plowed back
into plant improvement and the
strengthening of working capital
positions. Inventory and borrow¬
ing policies have been moderate
and heavy reserves have been set
up generally against the antici¬
pated period of contraction.

H

A second factor of strength —

corollary to the foregoing—is the
relatively sound and easy condi¬
tion of credit. An essential ele¬
ment of every major depression
of the past has been the forced
liquidation of excessive inven¬
tories and other speculatively held
property to reduce swollen bank
indebtedness. Admittedly inven-
ories currently are high in abso¬
lute terms but they are not high
as related to sales. Total inven¬
tories of $53.5 billion in April
were equal to about one and a half
times total monthly sales, or about
the same as the relationship of
1939. True, current inventories
could be burdensome if a sharp
contraction in sales should occur;

but the recent marked reduction
in forward orders and business
loans suggests that these are be¬
ing adjusted rapidly to a lower
level of activity. The business
loans of the member banks have
declined almost $2 billion in the

year to date. and this reduction
gives every evidence of being vol¬
untary and orderly, rather than
forced and panicky. In a number
of' industries, particularly consum¬
ers goods, inventories have
reached bare-bones dimension®
and the necessity of their replen¬
ishment over the next several
months should provide at least
some Offset to the declining pro¬
duction of those industries whose
readjustment is just starting.
The strength of the credit situa-r

tion rests in the low level of pri¬
vate debt in relation to income
and liquid assets. At the end of
1948 total private indebtedness
amounted to only about 83% of
the annual rate of national in¬
come. This compares with 160%
in 1940, 190% in 1936, 200% im
1928 and 206% in 1929. In 194(1
non-corporate private debt ex-*
ceeded total personal liquid as¬
sets. Currently such liquid asset®
are about two and a half time®
total private debt; and they pro¬
vide a large bank of purchasing
power at such time as lower
prices, improved quality and
sound merchandising policies in¬
vite an increase in consumer

spending.

Government Stimulus

Meantime, the expansionist pol¬
icies of the Government accom¬

panying a reduction in inventories
of both producers and consumer®
could furnish the force that wouhf
turn about the current deflation¬
ary trend. Certainly it may be said
that there is no evidence of th®

development of credit stringency,
which has been an invariable ele-*
ment of past major depressions. ;

in

Despite the large expenditure®
of the past three years there still
remains an important backlog o£
demand for consumer durable

goods, housing and industrial plant
and equipment. The need for auto¬
mobiles is still large, assuming
manufacturers cut their prices t®
the pattern of mass purchasing
power. There are presently more
than six million passenger cars oa
the road over the average age at
which they are scrapped, and the
rate of scrapage last year was only
about half of normal. While the
number of dwelling units com¬

pleted last year slightly exceeded
the increase in the number of new

families, this has made only &
slight dent in the housing de¬
ficiency as measured by the num¬
ber of families living doubled upi

A recent report of the SEC esti¬
mates planned expenditures by in¬
dustry for plant and equipment
in the second half of this year at
a rate of about $17.7 billion. Thi®
as I have stated before is about
14% below the rate of the last six
months of 1948 but it is still above
the rate of any year prior to 1948*
Moreover, following the current
correction of costs, the indicated
long range plans of industry sug¬
gest a rate of expenditures for
capital goods over the next sev-*
eral years at about an average
level of the years 1946 and 1947.
Even after the high rate of such
expenditures in the past three
years our studies indicate that in¬
dustry has not yet made up the
accumulated deficiencies of the

preceding 15 years.

IV" ;

There prevails, moreover, a
high level of income and pur¬

chasing power for the satisfaction
of these demands. I have already
pointed out the low level of pri¬
vate debt to income and liquid
resources. The liquid assets of
individuals are currently esti¬
mated at $200 billion and the rate
of consumer spending in relation
to income is still subnormal a»

measured by prewar standards.
A sharp decline in employment

could, of course seriously impair
the'ability and willingness of the
consumer to spend. Unemploy¬
ment figures are still moderate—.

(Continued on page 34)
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only slightly above toe i.umber
normally unemployed in a period
of full prosperity; and the nature
of this recession as well as the

expansionist policies of the Gov¬
ernment suggests that they are
not likely to become unwieldy.
But it should be borne in mind
that the employment figures are
the key to the course of our econ¬
omy from here on and they should
be scrutinized closely by invest¬
ment analysts.

Common Stock Values

In the appraisal of common
stock values the inves'or should
not overlook the enormous in¬
crease in equity which has re¬
sulted from plowing back a major
share of earnings in recent years,
and the consequent easy financial
position of typical corporations.
We know of course of many good
common stocks which are selling
today for less than their working
capital per share.
An examination of the 30 stocks

comprising the Dow Jones indus¬
trial average reveals an average
increase in the book value of these
stocks between 1939 and 1948 of
about 75%; and this is after set¬
ting up huge reserves in many
instances. This figure is diluted,
moreover, by the inclusion of
American Telephone, which had
substantially no increase in book
value in this period. As against
this average increase of 75% in
book value, I need hardly remind
you that the market price of this
average has risen only about 10%.
Indeed, if we look at the in¬

crease in book value of typical
stocks since 1939 as related to
current market values, we are
brought to the strange conclusion
that the market appraises the re¬
tained earnings of this period at
less than nothing. Let me give
you a few random examples se¬
lected from many. From 1939
through 1948 the book value of
Deere increased $33 as against a
current price of 33. Allied Stores
increased about $30; the current
market is 29. U. S. Steel—book
value up $24.65, market 21%.
Goodyear—book up $59.44, market
37. Great Northern Railway
plowed back $52 of earnings per
share in this period. It is selling
at 35%.

V .

A fifth favorable factor, so far
as the intermediate term economic
outlook is concerned is the pro¬
spective substantial increase in
Government spending, both local
and national, over the next 12
months, which should offset a

considerable part of the antici¬
pated decline in private spending.
I am not one of those who be¬

lieve that we can spend our way
to prosperity. Moreover, I suspect
the theory of compensatory ex¬
pansion and contraction of Gov¬
ernment spending because I be¬
lieve that Government spending
is likely to be a one-way street.
Politically it is far easier to spend
than not to spend. I suspect that
we shall one day have to pay the
piper. 1 have long held the theory
that our serious inflation may
come following a period of major
depression. But we cannot ignore
the stimulating effects temporarily
of a rise in Government spending
financed by an expansion of credit.
We are now spending close to 10%
©f the national income for defense
and foreign aid. The increase in
other Government spending, local
©nd national, already in prospect
is about 5% of the national in¬
come. This is a major economic
prop.

Weighing the foregoing factors
against the background of the be¬
havior of previous periods of eco¬
nomic contraction, I believe it is a

fair guess that we have already
completed, say, about one-half of
the current readjustment in both
time dnd degree. The Federal Re¬

serve Board index has already
declined about 13%. A further
decline to a rate of about 155 over

the course of the next nine months
seems a reasonable probability,
bearing in mind that several in¬
dustries heavily weighted in this
index have a major share of their
readjustment lying ahead. "This
would be an over-all decline of
about 20% and would bring the
rate of industrial activity down
to well below what can be re¬

garded as a normal level based
on secular trend, particularly pop-
ilation growth. The population
of the United States has increased
about 14% since 1940.

The wholesale commodity price
index is already down about 10%
from 170 to 153. A further decline
to about 145, or an over-all cor¬
rection of about 15%, would ap¬
pear to be a fair estimate having
in mind the present monetary
environment. The present money
supply is three times that of the
prewar period. Moreover, it is
the product largely of the mone-
rization of the public debt and as

such will remain at or above its
present level for a long time to
come. It seems to me to follow
that commodity prices should sta¬
bilize not far from current levels
for some years ahead.
A decline of this degree in the

rate of production and the level
of commodity prices might be ex¬
pected to produce a decline in the
gross national product of about
10% to 12%, or about $25 to $30
billion.

Impact on Earnings
What might be expected to be

the impact of a decline of this de¬
gree in the gross national product
on the earnings of typical corpora¬
tions whose shares are widely held
by the public? This brings us up
against the baffling problem of
the break-even point. I suspect
that industrialists themselves do
not have a very close idea of their
break-even point because of the
many imponderables Which enter
the equation, and we shall not
know precisely what break-even
points are until they have been
reached. It is, therefore, a bold
undertaking to attempt to project
earnings of typical companies
based on the foregoing assump¬
tions as to basic economic factors.
We all have the impression that
break-even points are high as
compared with previous periods
because of the rigidity of certain
present high costs; but I wonder
if this takes sufficiently into ac¬
count the important areas in
which a significant reduction in
operating expenses can be real¬
ized. These include (1) a sharp
decline in raw materials prices,
(2) a possible major reduction in
the high rate of discretionary ex¬
penditures of the boom period,
(3) increases in labor productiv¬
ity resulting from the great cost-
saving technological improve¬
ments of the past several years,
and (4) the greater efficiencies
attainable at reduced' levels of
production through the elimina¬
tion of marginal plants, equipment
and labor. I suspect that we may
be pleasantly surprised to find
that the break-even points of in¬
dustry generally are little if any
higher now than they were before
the war.

My organization has made an

earnest effort to project future
corporate earnings rates based on
the assumptions which I have
named. It is our conclusion that
the average rate of net earnings
of representative companies at the
nadir of the current decline is not
likely to be as much as 50% below
the net earnings of 1948.
This may not sound like a very

comforting observation; but it
must be viewed against the back¬
ground of prevailing price-earn¬
ings relationships and common
stock yields. The Dow Jones in¬
dustrials are selling currently at

only about seven times 1948 com¬

posite earnings of $23 per share.
This is the lowest price-earnings
relationship of the past 30 years
and is a conspicuous example oil
sobriety of prevailing investment
sentiment. A bear market has
never been born in such a pessi¬
mistic environment. My organ¬
ization has made a careful study
of historic price-earnings relation¬
ships based on Barron's 50-stock

average, and it is our conclusion
that the market is currently dis¬
counting a decline in corporate
earnings of as much as 60% from
the 1948 level.

I am not willing to assert that
the market will advance or that it
will not decline somewhat farther
in the face of a sharp decline in
corporate earnings. In individual
instances market prices have
probably not yet made full allow¬
ance for the drop in earnings that
lies ahead. We have had ample
evidence, however, that the mar¬
ket can move against the prevail¬
ing course of earnings. In fact,
ever since 1939 it has moved con¬

sistently against the current earn¬
ings trend.

The Current High Yields

As a derivative of the present
abnormal price-earnings relation¬
ships of good common stocks, the
investor should consider carefully
the extravagantly high yields pro¬
vided by good common stocks
from generally conservative divi¬
dend pay-outs. Recently dividends
nave represented only about 40%
of net earnings available as com¬

pared with a normal pay-out of
65% or 70%. Yet our Index of

Confidence, which expresses the
relationship of common stock
yields to high grade bond yields,
stood at about 2%:! at the end
of May, that is, typical common
stock yields were 2% times the
yields of high grade bonds. There
has never been a time in the last
20 years when this relationship
has been so high, that is, when
investment confidence has been
so low, except for a few months
following Pearl Harbor; and it is
well to emphasize that there has
never been a time when this ra¬

tio has been in its present ap¬
proximate area that the purchase
of common stocks would not have
provided satisfactory longer term
investment experience.
In considering the timing of

common stock commitments the
investor should not overlook the
fact that the current high yields
of common stocks provide a con¬
siderable cushion against a price
decline, particularly if this should
extend over a considerable period
of time. If the investor had owned

Moody's 200 representative com¬
mon stocks in 1946, if he had been
wise enough or lucky enough to
have sold them in June, 1946 at
about the top of the market, and
if he had reinvested the cash
proceeds in the same stocks in

December, 1948, he would have
profited not at all after taking
into account the cost of selling and
buying and the loss of income sus¬

tained in the interval.

I am prepared to look with
equanimity on the recent so-called
confirmation of a bear market.
Dow Theory signals have not been
conspicuously reliable guides to
market policy for some years past.
We recently had a bull market
signal which signified nothing ex¬
cept the end of the bull market, if
it could be so called. Actually
the market has been in a declining
phase now for about three years
and has long discounted the cur¬

rent business cycle, having reso¬

lutely ignored the glad tidings of
extraordinarily good corporate
profits and dividends all through
this period.
On the basis of this appraisal

of the economic outlook as related
to the prevailing level of common
stock prices and yields, I believe
that the investor is likely to en¬

joy more satisfactory investment
experience over the longer term
in holding carefully selected,
broadly diversified, investment
grade common stocks than in
holding cash or credit instruments
at this time, particularly if we
bear in mind the vast amount of
inflation virtually frozen into our

economy. Common stocks are the
only major element of the econ¬

omy which do not reflect the de¬
gree of inflation which has taken
place since 1939.
I believe that the average con¬

servative investor would be jus¬
tified in holding good common

stocks at this time to the extent

of at least 60% of his total port¬
folio and I should recommend that

for the present the balance of his
investments be held in a reservte

of United States Treasury bonds.
I will state qui^e frankly, too,

that I am firmly of the opinion
that the average investor can best
realize the specifications of suc¬
cessful common stock investment

through the shares of well man¬
aged investment companies. These
specifications are careful selection,
constant supervision and broad
diversification. Through invest¬
ment company shares any inves¬
tor, regardless of his means, can
obtain the benefits and safeguards
of professional investment man¬

agement and broad distribution of
risk that are ordinarily available
only to the large institutional in¬
vestor.

Observations
(Continued from page 4)

tax, and the SEC, which was originally created to protect the
public because of the misadventures of Wall Street? Will its

temporary gains pay off or will it have paved the way for a real
union of stockholders over which proxies management will have
no control, which in the inevitable pendulum could put a repre¬
sentative of labor on the Boards of Directors of the very com-

> panies which have mobilized their stockholders against it"? :

Nothing is said about the acceptance or the solicitation of
proxies. This is a "detail" which Mr. Friedman tells me is to be
"worked out." Will management help to set up an agency which
will in any way threaten its own control of proxies which it now
has? Can a stockholders' union be a true union of stockholders
if it is stripped of its independent voting power? ' *

Does the Friedman plan already provide a blueprint for man¬
agement control of this stockholders' union? Management will
either select or approve the stockholders recognized to form the
union, as in the instance so glowingly advanced by Mr. Friedman-—
the Pennsylvania Railroad, the "courageous pioneer" in appoint¬
ing a stockholder committee to work with management (at a time
when the railroad is under attack, particularly because of the
Long Island fiasco, and may have found it convenient to have a
stockholders' committee as an umbrella). *

It was my privilege to fight the appointment of a similar
committee by the same stockholder proponents at the annual
meeting of United States Steel last year. This was comparatively-
simple. I had only to amend the proposal like the one which
has won rave notices from Mr. Friedman, to read that the stock¬
holders elect instead of "management appoint" a stockholders*
committee, to be composed of both sexes, since there are more
women than men stockholders of U. S. Steel, to work with man-,
agement not just on matters pertaining to "government and labor*
but on ALL matters pertaining to stockholder interests, for it to
be defeated. ;• • ; 1 ;

A stockholders' committee or group which ' is appointed by
* management and not elected by the stockholders, or at least com¬
posed in such a way as to give fair representation to the minority
stockholder point of view, is not a "stockholders' committee" but a
management committee, " ' " *

Beginning with this nucleus of selective control or paternal
approval by management under the Friedman plan, management
is assured of control by having "one outstanding corporation di¬
rector" (not necessarily the most stockholder-minded director)
either as the CHAIRMAN of such stockholder union boards or its
liaison officer. It is further provided that the management "sub¬
mit or approve a list of outstanding candidates HALF OF WHOM
the stockholders would select for the union boards, plus the
chairman of the boards, giving further assurance of control.; If
an "obnoxious" (obnoxious to whom?) candidate should try to
"foment trouble" he could be "challengeable by the MANAGE¬
MENT subject to reasonable conditions, as a candidate for a jury
panel can be challenged and excluded." Was this thoughtfully
designed for the ebullient brothers Gilbert whose persistence has
forced the modernization of stockholder relations which the man¬

agement of many progressive corporations have come to respect,
but would gladly shake off? Has the Friedman plan thought of
everything to woo industry? * *

A temporary organizing commission is suggested to be formed
by issuing house*, stock exchange firms, and investment trusts
to be trustees of their clients and for ALL STOCKHOLDERS.
These stockholder trustees are to be chosen from representatives
who have close contacts with company executives. : -■» j

As an independent "stockholders' union," doesn't it begin t#
smell mighty unlike a rose?

; • ■ :,'■/■■■ • "A Mirage" *;• . . "., !*
A mirage is depicted of "approximately ten million American

citizens, stockholders, MOSTLY SMALL, a veritable vast army*
to appear before Congressional Committees. This is the "popular
pressure" which is to offset the labor lobby under the catnip of
reducing taxation (which we will get back in the form of hidden
taxes) which is to "impress" Congress and fight for "equal suffrage
and equal rights" with other pressure groups.

Does the fond idea of mobilizing the small stockholder for
this grass root level front under the present program show a blithe
indifference to the causes, effects, and strength of the public
stockholder movement which slow but healthy growth this union
is destined to divert or wipe out? Does it show any grasp of the
thinking of the small stockholder which the Stock Exchange be¬
lieves to be not a small stockholder at all but merely a stockholder
whose holdings are diversified into small lots? -

Not only the small but many very large stockholders who live
on their income are as much preoccupied with the repeal of top
bracket pensions and stockholder purchase plans, now so fashion¬
able, which have been exposed in some instances as management
Incentives but no incentive for the stockholders, and a fair dis-
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/ tribution of dividends as with the repeal of the capital gains tax
. and double taxation. These items are "details" carefully not
.' touched upon in the Friedman plan.

A significant proportion of grass roots level holders in such
. companies as American Telephone and Telegraph, the' largest
: non-financial corporation in which one-quarter of its stockholders
. own five shares or less, are labor, which the new stockholders
„ union is being organized to oppose.

In calculating the march on Washington in the holy name of
* the small stockholders, deducted from the "approximately 10,000,-

* 000 stockholders" will have to be a very large percentage of
. employee stockholders, the articulate minority which has been
I fighting for 20-odd years for corporate reforms and might also
l turn up screaming before Congressional Committees, and the in-
[ dependent public stockholder. Women are said to compose some
. 6,000,000 of the guesstimate of 10 to 15 million stockholders.
. Without the support of the Federation of Women Shareholders,
„ which represents the woman's economic suffrage movement, a
t considerable number of followers will be iopped off.

To win the support of the Federation of Women Shareholders
f such a union would have to guarantee stockholder independence
with no Bunty-pulls-the-strings; be set up along public service*

lines to stockholders and to industry and not designed primarily*

as a propaganda pressure group, It would have to recognize that
management and labor are both employed by the stockholders, and
management IS labor, so far as the stockholder is concerned, which

; has been assigned to duties to manage and not to be a privileged
class. •' *"" ■.]

The function of such a union, as I see it, would be as a
*

catalyst between management and labor, industry and government,
v and to restore through corporate citizenship to the capitalist his
prestige and public influence within the framework of our time.

By their fruits shall ye know them. ; •:

y. ' ; '7 Stand on Special Questions Called For, .

- Will the new stockholder union work for a free economic vote
: for its members? r The SEC; was willing to give such a vote to
. stockholders but due to corporation insistence that it would create

f chaos unless the stockholder, is told on the proxy whether to vote
. FOR or.. AGAINST a proposal, and due to lack of stockholder

* organization at the time, this free ballot was lost.
4 WiH the new union allow unmarked proxies to be cast by
i „ management for its own interests? Will it work to put unlisted
securities under the SEC and make proxy solicitation mandatory
and for other reforms or will it work to destroy the SEC which
it criticizes and which gaVe to the stockholder the proxy rules

* which enables the public stockholders' voice to be heard?
i . Will it concern itself with ; the addition of outside directors
on boards now composed only of employee directors who vote on

_ matters pertaining to self-interest including compensation? Will
it demand that nominees and directors attend stockholder meetings
and stand for questioning from stockholders? Will it work to hold
annual meetings in more accessible places so more stockholders

■ can attend? Would United Stated Steel (one of the companies men¬
tioned in the "New York Times") give support to a union
which advocated modernizing a practice which they have already
declared in their proxy statement they could see "no sound reason

, to alter which has been in effect for 50 years"? Y
, As for cumulative voting—it is your guess as to where the
new union will stand. - , :

^ Are these reforms "Attack on management" or are they evolu-
'i, tion to . strengthen and preserve our private enterprise system
j and to give to the progressive element in management stockholder
♦, support that will enable it to function, and free boards dominated
„ by the old guard thinking? To insure the privilege of management
to manage, we must meet the challenge of our time. ; ~

Only a few days ago, Mr. Ernil Schram told me that he, too,
. had many complaints from the stockholders coming over his desk.

■

Apparently like the poor, these are always with us. Mr. Schram
asked me if I thought management practices are at fault in drying
up the flow of venture capital. I said: "In some cases I do." He
told me he looked with favor upon stockholder organizations but
not to worry about reforms, or putting women on boards; if I
didn't want a "hard row to hoe," just to "concentrate on taxation."

"7;v . WILMASOSS,
Fresident, Federation of Women Shareholders.

-* New York City. *

June 27. 1949.

Socialism Is Cooked Up for Us-
Unless We Do Something About It!

(Continued from page 13)
tutions than all the rest of the
nations put together. Looking
ahead: From 1951 to 1960, our
population will increase by per¬

haps 10,000,000 persons, according
to the study of "America's Needs
-and Resources," made by the
Twentieth Century Fund. By
1960, our industrial output could
be 30% greater than it was in the
boom year 1948. There should be
64,000,000 persons gainfully em¬

ployed by 1960, the study shows.
Yes, America has a future—and
that future is, for sure, worth
saving, not only for ourselves but
also for the rest of the world.

Asking Uncle Sam to Do Your
* Home Work

The twin difficulty we are up

against at the moment is this: Too
many men and women—and too
many communities—are asking
Uncle Sam to do their home work
for them. And too many crafty

politicians and wishful do-gooders
in the government, who are al¬
ways willing to please when it
comes to garnering votes, ar^
making promises they cannot by
any means fulfill—and that can

only lead in the end to national
bankruptcy!
This is a situation you can rem¬

edy.
The second thing you can do is

to become active politically. This
is not too difficult. In fact, it's
fun. It's a good hobby. And it
pays tremendous returns. ;

What you do in politics in a

single day may affect the future
for many generations to come.

You can never' tell how far-

reaching your influences may be,
and you should proceed on that
basis.

(1) The very first thing for you
to do is to make sure you are
are registered as a voter. And get
others to register. Many elections

are won or lost on registration day.
Get your names on the dotted line.
(2) Then, it is necessary for you
to become acquainted with politi¬
cal leaders and public officials; It
is amazing how few prominent
business and professional men are

personally acquainted with their
Senators and Congressmen. Worse
still, some of them do not even

know the names of their Wash¬

ington representatives. (3) Next,
it is important to know what the
various candidates stand for. You
can perform a real public service
by insisting that each candidate
and officeholder be explicit about
his position on every important
question. (4) Then, next, it is
necessary for you to be thor¬
oughly familiar with current pub¬
lic issues. Get your name on the
mailing lists of various organiza¬
tions that keep pace with political
developments. Keep yourself
posted. Be prepared to express a
well - informed, well - reasoned
point of view; and (6) the next
suggestion is that you make your
political opinions available to the
public—and to the people who
work for you and with you.
7 Oliver Wendell Holmes re¬

minded the people of his day of
the importance of talking over,
and thinking through, political
matters.
\"The great questions of the
times,"" he said, "should be dis¬
cussed in all ways consistent with
the public welfare, by different
classes of .thinkers; by ministers
and f laymen; by statesmen and
simple "voters; by moralists and
lawmakers; by men of science and
uneducated hand laborers; by men
of facts and figures; and by men
of theories and aspirations; in the
abstract and in the concrete; dis¬
cussed and rediscussed every

month, every week, every day and
almost every hour."
The same holds true today—

only.piore so. You should never
underestimate your ability to
render a real public service by
openly discussing political ques¬
tions. - , ;

Voters need and want your ad¬
vice. It is astounding how many

unthinking persons, who are de¬
pendent on the returns of indus¬
try for their livelihood, take the
crackpot's advice on public mat¬
ters, when the businessman is too
busy or too timid to offer his
advice.
The next step is to get out and

work for your political organiza¬
tion. Give them some of your
time. Practically every business¬
man is willing to contribute cash
—but too many businessmen stop
right there. It is the sacrificial
effort of leaving your fireside and
office to ring doorbells that could
make the difference between win¬

ning and losing in today's great
struggle.
The hext step is to vote and to

help get out the vote on election
day. Strange as it may seem,

many persons who are everlast¬
ingly cussing the government, fail
to vote on Election Day. Here is
an example of what I mean: In the
past Presidential election the win¬
ner received 24,045,000 votes. As
you know, he did not receive a

majority of the popular vote. In
fact, the other candidates for
President received 24,444,000 votes
—about 400,000 more than were
cast for Mr. Truman. ^ •

But that is only part of the
story. On Ejection Day, 45,000,000
voters stayed away from the polls.
Can you beat that for a civic scan¬
dal! More voters failed to exer¬

cise their right to vote than voted
for all the Presidential candidates
put together!^ Thes«e figures
should be under the glass top of
the desk of every business exec¬
utive in America as a constant

reminder to him that he must

become the Paul Revere of 1949!
It's up to him to ring doorbells
and help men and women to be
citizens in the fullest sense of the
word.

And no matter how the election
turns out, you can, and should,
maintain close contact with your

public officials. It's nice to have

your candidates win. But some¬
times they don't win. Keep in
contact with whoever is elected
to office. Remember that he is
now one of your employees. Show
him that you are looking to him
for a good voting record.

So much for your political ac¬

tivity.

A Program of Human Relations

There is still another thing you
can do. That is to have a thor¬

ough-going program of human
relations in your business concern.
Remember that you are Mr. Pri¬
vate Enterprise, and govern your¬
self accordingly. If we are to save
the competitive system—as I am
convinced we must do—someone

(that means you) must start tell¬
ing the facts of life about business
to your employees. The principal
requirement is that you make cer¬
tain you are using real, honest,
understandable facts, and not
bees-and-flowers platitudes.
Tell them what your company is

doing—what its competitors are

doing. Tell them what the fig¬
ures in the bookkeeping depart¬
ment are all about. Tell them
what happens to a dollar when a
customer buys the product they
make. Tell them about the new

dollars of capital you would like
to hav^ from the stockholders to

buy more facilities and tools.
Show them how many dollars it
takes to make just one job in the
plant. Make it clear that your

policies are progressive and
adaptable to change. Use simple
words and pictures to do it. You
will be amazed at how new and

interesting some of these things
can be to workers. •• And you will
be amazed, too, at how you can
clear up misunderstandings and
wrong assumptions.
Telling employees what makes

the business system tick is not an
easy job, but it is probably one of
the most important obligations
which confronts you today. You
have common sense on your side.
You have the advantage of being
right. But being right is not
enough. You must sell your prin¬
ciples. You are in a position to do
a constructive job for yourself, for
your employees and for America.
You will be winning freedom for
the individual citizens of America
in this great battle against politi¬
cal oppression—against a grabistic
political tyranny. The conquest
of political tyranny has always
been a great adventure—and is
the biggest contribution America
has given to the modern world.
Today we must fight a new kind
of battle—the struggle for men's
minds.

No work in America is more

important than the task of arous¬
ing every citizen for the defense
of his individual political and.
economic freedom. There should
be an awful sense of urgency—
a blazing faith—an awareness of
personal dedication on the part of
every American. Every now and
then with shame I reflect upon

today's complacency and my own
indifferent citizenship. When I
do, I like to read again Maxwell
Anderson's great play, "Valley
Forge." In one scene, General
Washington visits a bunkhouse at
Valley Forge in the bitter Jan¬
uary of 1778. Confronting him is
a squad of disheartened Virgin¬
ians who voice their discontent
over the harpships they must en¬
dure. They want to go home.
Washington knows that if they
leave, they will not return. He
asks them what they are fighting
for, and they tell him they are

fighting to keep King George out
of their backyard, and that they
are sick of tax collectors. Wash¬

ington's reply is characteristic of
American leadership and the love
of ireedom.

"Then," he tells them, "it may be
you are here in error, and the
sooner you discover it, the better.
You will get death and taxes un¬
der one government as well as
another. But I will tell you why
I am here, and why I hoped you
were here. What I fight for now
is a dream, a mirage perhaps,

something that has • never been
on this earth since men first
worked it with their hands, some¬
thing that has never existed and
will never exist until we make it

and put it here—the right of free-
born men to govern themselves
in their own way.

"Men cannot live without a gov¬

ernment, but the only reason for
our having a government is to
protect and defend those rights
and freedoms that we already
have as individuals. Make your
own decision. But if we lose you
—if you have lost interest in this
cause of yours—we have lost our
war, lost it completely, and the
men we have left dying on the
battlefields have died for nothing
whatever—for a dream that came
too early and may never come
true."

Today we must realize that, be¬
cause of this adventure, we Amer¬
icans possess our Bill of Rights
and the principle of a limited
government,, which represents a
completely new idea in mankind's
long struggle for liberty and
progress. It. represents the "fun¬
damental reason why we are to¬
day the greatest nation on earth—
the last great hope of freedom in
the world! We must guard rev¬

erently the symbols of individual
human dignity on earth. They
are the results of the martyrdoms
of men. They are the noblest and
purest offerings that the divine
spirit within us lay on the altar
of history.

We can pledge ourselves ai>ew to
the ideal of freedom; we can dedi¬
cate ourselves anew to the spirit
of unity; we can consecrate our¬
selves anew to working for the
welfare of the whole American
people. ,

We can pray—and we can work
—for what we know is right. We
can perform something worthy to
be remembered, perhaps we can
sum up all of our hope and deter¬
mination by paraphrasing Wins¬
ton Churchill's immortal words,
"Let us gird ourselves to do our
duty—so bear ourselves that if
the United States of America
shall live a thousand years, men

will always say—this was her
finest hour."

With Davies & Mejia
(Social to The Financial Ch-onict.i?)

SAN FRANCISCO, CALIF. —
Chester W. Bunnell Jr., has. be¬
come associated with Davies &
Mejia, Russ Building, members of
the New York and San Francisco
Stock Exchanges. He was pre¬

viously with J. Barth & Co.

C. H. Laufman Co. Formed
(Special to The Financial Chronicle)

PASADENA, CALIF.—C. Harry
Laufman is forming C. Harry
Laufman Co. with offices at 595
East Colorado Street to engage in
the securities business. Mr. Lauf¬
man was formerly local manager
for Hill. Richards & Co,

•Two With Bennett & Co.
(Special to The Financial Chronicle)

HOLLYWOOD,CALIF.—Charles
T. Abeies, Jr., and Walter M.
Crooks have become associated
with Bennett & Co.. 6253 Holly¬
wood Boulevard. Mr. Abeies ^as
previously with Gross, Rogers &
c°.

, "

Phiia. Nat'l Bank Promote#

PHILADELPHIA, PA. — The
Philadelphia National Bank an¬

nounces the following promotions:
E. Wallace Miller to Assistant

Vice-President; Wistar Ft. Mac-
Laren and Arthur H. Quinn,„Jr.,
to Assistant Cashiers.

First California Adds
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—

Joseph R. Brenemen is with First
California Co., 300 Montgomery

Street, members of the Los An¬
geles Stock Exchange. ,
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Question of Sterling Devaluation
(Continued from page 9)

quotas and other hindrances to
trade should be abolished between
these countries and payments
agreements should be worked out
ao ks to allow freedom of current
payments between these countries
so that there will be no fear of
the foreign exchange control be¬
ing used to hinder the free flow
of current trade between the
countries. A plan like this, addpted
In the immediate future—say be¬
fore Jan. 1, 1950, wpuldji.aye-all
.the advantages of/fne support of
.Marshall aid and a large flow of
dollars which would help in al¬
leviating the difficulties of vari¬
ous industries whoWould be hurt,
and the problem of thigh cost pro¬
duction countries, lit would also
"allow a clear exposure of the
problem of Europe's costs of pro¬
duction, and it would thus give
liis a clear index of the values of
the currencies of the various Eu¬

ropean countries which is a nec¬
essary forerunner to any defini¬
tive adjustment of exchange rates.
You will notice that I have not
suggested a complete customs
union. This is very difficult to
achieve with countries of such
.different standards of living. Fur¬
ther, there are many reasons why
it is quite important to give the
home producer some protection in

, his own market, but with a low
tariff there should be no barriers

^ to prevent entirely trade moving
'between different countries and
there would be a very definite
incentive to both management and
labor to adjust their costs to meet
'the competition of the other Eu¬
ropean countries. Countries must
lace this price problem if they are

to carry out their undertakings to
become viable by 1953 and able
to stand on their own feet in what
is bound to be a very competitive
world. A competitive devaluation
of currency is no answer to this
problem, merely bringing in its
train all the evils of inflation. A
low tariff area inside Europe will
be a real sign to the American
people that the countries of Eu¬
rope are trying to fulfill her un¬
dertakings.
Of course, the ultimate aimmust

be~theJree convertibility of cur-
renciesHhroughout the world.
Grdpt danger would result from
the creation of two areas, a dollar
area and a sterling area, with a

great disparity of price between
them. Already nearly all curren¬
cies are soft as against the dollar.
The only way out of this problem
is by creating the maximum of
multilateral trade throughout the
world and the free convertibility
of currencies. I have already sug¬
gested the basis for an expansion
of trade between the Marshall aid
countries, but we must remember
that there is no economic reason

whatever for the retention of
American tariffs at such a high
level, unless the dollar famine is
to become chronic and permanent.
Furthermore, let us remember
that the movement of peoples be¬
tween countries is of the greatest
importance and therefore special
attention should be paid to co¬
ordinate immigration policies be¬
tween the countries who are over-

populated and those which can
and should receive new popula¬
tions.

In the present great emergency
the use of bilateral agreements

may be justified between the
countries, but if we are to achieve
che maximum of trade—and our

objective is to regain the maximum
of world multilateral trade—these
bilateral agreements should be of
the shortest duration indeed and

they should* be so designed as not
permanently , to postpone the
achievement of the broadestmulti¬
lateralism. Indeed they should be
so drawn as to encourage this at
the earliest practical date.
I have dealt with two very

topical problems, indeed one of
the purposes of the International
Chamber Congress is to discuss
current problems. In the case of
the revaluation of the pound ster¬
ling I have suggested a cautious
policy, but on the question of in¬
fra-European tariff agreements,
there can be only one pace—full
speed ahead.
The International Chamber of

Commerce is a free enterprise
group. We believe that under our
system we shall achieve the great¬
est good for the greatest number.
There are some who believe in
new and unproved systems, which
so far have merely distributed
their miseries evenly over all the
people. Of course, we recognize
that due supervision by govern¬
ment is necessary.

Free Enterprise Extolled
Free enterprise can hold its

head up in any company. It is
free enterprise that supplied the
munitions, tanks, aircraft, ships,
guns, and landing craft, etc., which
liberated the world from the dic¬
tatorships. On the other hand,
when disaster came to the democ¬
racies early in the war substantial

blame can be given to those na¬
tionalized industries which failed
to produce the necessary aircraft
and tanks to stop the invader" in
1940. Furthermore, it was free
enterprise industries which sup¬
plied the men to direct the great
production drives in the United
States, the United Kingdom and
Canada, without which the war
could not have been won.

In the International Chamber
we have a number of members
who represent government enter¬
prise and in our committees we
are prepared to discuss technical
questions with anybody in the
world. At a conference on arbi¬
tration shortly after the war we
had representatives from the So¬
viet Union. Strictly technical
matters were discussed and politics
avoided and their participation in
this conference was definitely
constructive.

However, let us remember that
private enterprise distributes its
benefits unevenly and is funda¬
mentally based on the individual
in giving him the greatest oppor¬
tunity to use his talents. It is
therefore essential that the broad¬
est opportunity be accorded to the
individual to better himself and

by doing so to benefit his neigh¬
bors and the whole economy.
The bulk of the work of the

Chamber and its thinking is done
in small committees where the
problems are thrashed out in the
greatest detail by individual busi¬
ness men and practical experts
from the different countries. This
process of thought and discussion
is the process of self-education of
the businessman and is of prime
importance in the constructive
work of the Chamber.

Let us remember there is a

moral purpose behind our work.
For a democratic society an in¬
dividual cannot prosper if his
neighbors are in poverty. Neither!
can a country prosper if all thq
countries around it are in poverty.
Our work is to broaden the basis
of world trade and thereby in¬
crease production, ironing out
technical difficulties of trade be¬
tween the different countries and

pouring oil into the machine of
international commerce, thus eas¬

ing the distribution of the, good
things of the world and bringing
them within the reach of all the
people* It is only by raising the
standards of living of all the peo¬
ple that we shall defeat new doc¬
trines and avoid social disorders
and maintain our way of life.
One of the greatest values of

our Congress is the personal con¬
tact between businessmen of dif¬
ferent countries, personal contacts
made outside the committee rooms

where friendships are cemented.
It is thus that we can spread our

knowledge from one country to
another, get to know each other,
and make "the firm friendships
which count for so much in human
association.

I believe we of the International
Chamber of Commerce can claim,
in the words of that great world

citizen, Franklin Roosevelt, the
words he Used on a bitter Janu¬

ary morning, on the south portico
of the White House, in 1945 at
his Fourth Inauguration: "We
have learned to be citizens of the
world and members of the human

community. We have learned the
simple truth as Emerson said:
'That the only way to have a

friend is to be one.'"

Securities Now in Registration,
'• Allied Electric Products, Inc., Irvington, N. J.
"June 20 (letter of notification) 100,000 shares of com¬
mon stock (par $1). Price—$3 per share. No underwrit¬
ing. Expansion of facilities for manufacture of television
tubes, and working capital.

;; American Light & Traction Co.
May 13 filed 634,667 shares of common stock (par $25).
Offering—United Light & Railways Co. (parent), is of¬
fering to its stockholders of record Junel 1 the right to
subscribe for the 634,667 shares of American at $12 per
share on a l-for-5 ratio. Rights will expire July 1.
Underwriter—None. The proposed sale is to conform
*with SEC order under the Holding Company Act which
calls for United's sale of American Light stock holdings.
• Arizona" Petroleum Exploration Co., Phoenix
June 20 (letter of /notification) 200,000 shares ($1 par)
common stock. Price, par. No underwriter! To drill
from one to four exploratory wells in Pinal and Pima
^Counties, Ariz. < , 1

Berry Motors, Inc., Corinth, Miss.
.June 21 "(letter of notification) about 4,300 shares (no
jpar) common stock. To be sold for the benefit of R.
Howard Webster, Montreal, Quebec, Canada at $11 or
$12. Underwriter—Gordon Weeks & Qo., Memphis, Tenn.

Brass & Copper Sates Co., St. Louis, Mo.
June 22 (letter of notification) 1,136 shares ($10 par)
^common stock. Price—$30 each! No underwriter. To
increase working capital and for ordinary corporate
purposes.

• Central Electric,& Gas Co., Lincoln, Neb.
fcJune 29 filed 132,874 shares ($3.50 par) common stock,
'jVnderwriters-^-Paine, Webber, Jackson & Curtis and
Stone and Webster Securities Corp., New York. Price
•and underwriting terms by amendment. Proceeds—to
finance an $8,400,000 expansion program for two tele¬
phone subsidiaries.

NewYork Boston Pittsburgh Chicago

V Philadelphia San Francisco Cleveland.

Private Wires to all offices

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

Central Fibre Products Co., Inc.
May 6 (letter of notification) 3,000 shares of non-voting
common ($5 par). Price, $22 per share. Underwriter—
Bosworth, Sullivan & Co., Denver, Colo. Proceeds to
selling stockholders.

Central Ohio Light & Power Co., Findlay, Ohio
June 17 filed 25,240 shares ($10 par) common. Offering
—To be offered to common stockholders of recordJuly 1
at the rate of one-for-five." Rights expire about July 20.
Underwriter—The First Boston Corp., for unsubscribed
shares. Proceeds—For construction.

• Chicago Pump Co.
June 20 (letter of notification) 29,000 shares of 70-cent
cumulative preferred stock. Price—$10 per share. Under¬
writer—Straus and Blosser, Chicago. To retire an interim
loan of $250,000. Office, 2336 Wolfram Street, Chicago.
• Citizens Credit Corp., Washington, D. C.
June 22 (letter of notification) 2,800 shares of Class A

*

common stock ($12.50 par) and 1,400 shares (250 par)
Class B common stock. To be offered in units of two
shares of Class A and one of Class B stock for $29.75 per
unit. Underwriter—Emory S. Warren & Co., Washington,
D. C. Proceeds—General corporate purposes, including
establishment of a small loan office in Mt. Rainier, Md.

Coast Counties Gas & Electric Co.
June 17 filed 75,000 shares ($25 par) cumulative pre¬
ferred stock, series B. Underwriter—Name by amend¬
ment. Proceeds—To pay bank loans, if any, additions,
improvements, etc.
• Colorado Placers. Inc., Denver
June 20 (letter of notification) 140,000 shares (250 par)
common, stock, of which 84,000 shares are to be sold at

. par and 56,000 shares, donated to the. company by its
directors, are to be offered as bonus shares. Two bonus
shares will be offered free with each three ^flares pur¬
chased. No underwriter. For testing gold placer ground.
• Cooperative G. L. F. Holding Corp., Ithaca, N. Y.
June 29 filed 44,088 shares 4% cumulative preferred
stock. Offering—To be offered at $100 to farmer and
non-farmer patrons of the G. L, F. Exchange and its
affiliates. Underwriting—None. Proceeds—To replenish
working capital,
• Cooperative Grange League Federation •

Exchange, Inc., Ithaca, N. Y.
June 29 filed 1,200,000 shares ($5 par) common stock.
Offering—To be sold to members and farmer patrons.
Underwriter—None. Proceeds—To be added to working
capital and used for general corporate purposes, includ¬
ing payment of $12,693,000 in loans to an affiliate, Co¬
operative G. L. F. Holding Corp.

, • Crispi Products, Inc., Los Angeles
June 20 (letter of notification) 40,000 shares ($1 par)
common, stock, of which 20,000 shares are to be sold by

the issuer at $1 each and 20,000 shares are to be issued

for promotional services. No underwriter. To buy ma¬
chinery, equipment, supplies, materials and inventories.

Dayton (Ohio) Power & Light Co.
June 17 filed 283,333 additional shares ($1 par) common.
Offering—To be offered at rate of one-for-six to common
stockholders of record July 7. Underwriters — Morgan
Stanley & Co. and W. E. Hutton & Co. for unsubscribed
shares. Proceeds—To repay the company's outstanding
$5,000,000 bank loans and to finance a portion of its con¬
struction program in the remainder of 1949. ■■ 'j,- ]

Delaware Power & Light Co. (7/6) *

June 8 filed $10,000,000 first mortgage and collateral
trust bonds, due 1979, and 50,000 shares of preferred
($100 par) cumulative stock. Underwriters—Names to
be determined through competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc. (bonds); The First
Boston Corp. and Blyth & Co., Inc. (jointly); Shields &
Co. and White, Weld & Co. (jointly); Morgan Stanley
& Co.; Otis & Co. (stock); W. C. Langley & Co.; Union
Securities Corp. (bonds); Lehman Brothers; Salomon
Bros. & HuHzler (bonds); Merrill Lynch, Pierce, Fenner
& Beane, and Union Securities Corp. (jointly oivstock).
Proceeds—For construction for company and its two
subsidiaries. Bids—Bids for the purchase of the securi¬
ties will be received by company at 600 Market Street,
Wilmington, Del., up to 11:30 a.m. (EDT) July 6.

• Duval's Consensus, Inc., New Yo|rk
June 22 (letter of notification) 10,000 shares of 5% cu¬
mulative preferred stock, non-convertible. Price—$5 a
share. For working capital.

• Electronic Railway Signal Co., Chicago
June 24 (letter of notification) 7.500 shares (no pair)
common stock. Pffce—$15 each. No underwriter. Pro¬
ceeds to be used for patent rights and operating ex¬

penses. Office, 105 W. Adams Street, Chicago.
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NEW ISSUE CALENDAR
July 5, 1949

Emerson Radio & Phonograph Corp.. Common

July 6, 1949

Chicago & North Western Ry. * ■■ ■ -

Noon (CDT)_ Equip. Trust Ctfs.

Delaware Power & Light Co.
11:30 a.m. (EDT).i :___.______Bonds and Pref.

New York Central RR._ -Equip. Trust Ctfs.

July 7, 1949

Atlantic Coast Line RR Equip. Trust Ctfs.

Kansas Gas & Electric Co.——— Common

July 11, 1949

Florida Power & Light Co 1. Bonds

July 12, 1949

Akron Union Passenger Depot Co.
Noon (EDT). Bonds

Gas Industries Fund Inc. ...Common

New Jersey Power & Light Co Bonds and Pref.

July 13, 1949

New England Power Co L Bonds

July 19, 1949

St. Joseph Lt. & Power Co . Bonds

July 26, 1949

Columbia Gas System Inc —' Debentures

Emerson Radio & Phonograph Corp. (7/5)
June 7 filed 235,000 shares of capital stock. Underwriter
-—F. Eberstadt & Co., Inc. The terms and price of the
offering have not yet been determined, but the stock
will not be sold below the market price on the New York
Stock Exchange at the time of the offering. Proceeds—
The shares to be sold are from holdings of Mrs. Benjamin
Abrams, Mrs. Max Abrams and Mrs. Louis Abrams, wives
of principal officers and directors of the company, and
do not involve new financing by the company. Following
sale of the shares, the Abrams family will own approxi¬
mately 25% of the company's 800,000 shares of common
stock. Tentatively scheduled for week of July 5., '
4 Federal Petroleum Corp., Salt Lake City, Utah
June 20 (letter of notification) 16,650 shares ($3 par)
common stock. Price, par. No underwriter. For drilling
oil well.

• First Mutual Trust Fund, New York
June 23 filed 49,600 shares. Underwriter—National Se¬
curities & Research Corp.,-New York. Proceeds—For
investments.

Florida Power & Light Co, (7/11)
May 20 filed $10,000,000 first mortgage bonds, due June
1, 1979. Underwriters—Names to be determined through
competitive bidding. Probable bidders: Harriman Ripley
& Co.; Halsey, Stuart & Co. Inc.; White, Weld & Co.;
-Lehman Bros.; The First Boston Corp.; Carl M. Loeb;
Rhoades & Co. and Bear, Stearns & Co. (jointly); Shields
-& Co. Proceeds—To, pay off $3,200,000 of short-term
-borrowings from Central Hanover Bank & Trust Co. and
for construction and other corporate purposes. Expected
about July 11. ,

Gas Industries Fund, Inc. (7/12)
June 22 filed 660,000 shares of common stock (par $1).
Underwriter—White, Weld & Co. Proceeds—Company
will operate as a specialty fund investing in securities
of companies identified with the gas industry. v • : ^

Gate City Steel Works, Inc., Omaha, Neb. -

June 16 (letter of notification) 2,500 shares of 6% cumu¬
lative first preferred. Price—$100 per share.-Under¬
writer—The First Trust Co. of Lincoln, Neb. Proceeds—..
To pay off $250,000 on a $1,000,000 promissory note
owed by corporation to its sole stockholder, Glenn E.
Nielson of Cody, Wyo. [ : i

Gulf Atlantic Transportation Co., Jacksonville,
Florida

May 31 filed 620,000 shares of class A participating ($1
-par) stock and 270,000 shares (25c par) common stock.
Offering—135,000 shares of common will be offered for

subscription by holders on the basis of one-for-two at
25 cents per share. Underwriters—Names by amendment,
and may include John J. Bergen & Co. and A. M. Kidder
& Co. Underwriters will buy the remaining 135,000
shares plus unsubscribed shares of the new common.

Offering price of class A $5. Proceeds—To complete
an ocean ferry, to finance dock and terminal facilities,
-to pay current obligations, and to provide working
.capital.

Hawaiian Electric Co., Ltd., Honolulu
June 21 filed 150,000 shares of series E cumulative ($20
par) preferred and 50,000 shares of ($20 par) common.

Offering—Preferred will be offered to preferred holders

at l-for-3 rate and common will be offered to common

stockholders at l-for-9 rate. Underwriters—Dillon, Read
& Co. Inc. and Dean Witter & Co. will buy unsubscribed
preferred; unsubscribed common will be sold either at
public auction or to the,underwriters. Proceeds—To pay
off short-term promissory notes and to carry merchan¬
dise inventories and receivables or to replenish treasury
funds. The balance would be used for other corporate
purposes or construction.

Helicopter Air Service, Inc., Chicago
June 9 filed 80,000 shares of convertible class A stock
(par $4). Underwriter—Cruttenden & Co. Proceeds—
To defray the cost of acquiring operating equipment,
landing site installations and to provide working capital.

Norwood Lake Gold Mines Corp.
Dec. 27 (letter of notification) 100,000 shares of capital
stock. Price—$1 per share. Underwriter—Charles W.
Warshoff & Co., Newark, N. J, For development oi
mining properties. . ;v . >■; :.;7 :

Kaman Aircraft Corp., Windsor, Locks, Conn.
May 23 filed 170,456 shares of class A non-voting com¬
mon stock (10c per share non-cumulative dividend.) and
11,362 shares of class B voting common stock. Price,
$5.50 per share. Underwriter—None. Purpose—To ac¬

quire machinery, tools and equipment; to buy land and
buildings; to produce 30 helicopters and accessories; to
complete engineering changes; to setup sales and serv¬
ice departments; and to train service personnel.

Kansas Gas & Electric Co. (7/7)
May 16 filed 550,000 shares of common stock (no par) of
which American Power & Light Co. (parent), will sell
450,000 shares. Underwriter—Union Securities Corp.
Proceeds—Kansas Gas will use proceeds of 100,000 shares
to pay for part of its construction program and to repay
short-term bank loans from Guaranty Trust Co. of New
York and eight Kansas banks. :

Keller Motors Corp., Huntsville, Ala.
May 10 filed 5,000,000 shares (30 par) common. Under¬
writer—Greenfield, Lax & Co., Inc., New York. Price—
$1 per share. Proceeds—For ptept facilities, equipment
and working capital to maifiifacture a low-priced,
medium-sized station wagon.

Knox (Earl E.) Co., Erie, Pa.
June 14 (letter of notification) $150,000 first mortgage
convertible sinking fund 6% bonds, due May 1, 1969.
"Underwriter—Reitzell, Read & Co., Inc., Erie, Pa. Price,
par and interest. Retire $55,396 first mortgage bonds,
working capital. '
• Krieger & Gillman, Monterey, Calif.
June 23 (letter of notification) 38,344 shares ($3 par)
non-assessable shares. Price, par. No underwriter. For
'general corporate purposes in connection with slaughter¬
ing of livestock*. Office, 1009 Del Monte Avenue, Mon¬
terey, Calif. •

Maumee Oil Corp., Toledo, Ohio
May 12 filed 8,000 shares (no par) common, of which
•only about 2,614 shares will be offered publicly at $100
per share. No underwriter. For general working cap¬
ital. SEC held hearing June 6 to determine whether
a stop order should be issued suspending the effective¬
ness of the registration statement.

Messenger Corp., Auburn, Ind.
May 25 (letter of notification) 6,000 shares of 6% cumu¬
lative convertible preferred (par $25). Price, par. Con¬
vertible into common stock at $10 per share.Under¬
writers—The First Trust Co. of Lincoln, Neb., and Crut¬
tenden & Co., Chicago. , ^ ■ V; • *, •.

• Midland Shoe Co., St. Louis, Mo.
June 23 (letter of notification) 11,443 shares* (no par)
common stock. Price—$10 each. No underwriter. To
increase stated capital and finance expansion. Office,
1412 Washington Avenue, St. Louis, Mo.

Missouri Utilities Co., Cape Girardeau, Mo.
May 26 filed 51,184 shares ($1 par) common. Offering—
Offered to stockholders of record June 28 on l-for-4
basis. Rights expire July 11. Price—$12.50 per share.
Underwriter—Edward D. Jones & Co., St. Louis, Mo.
Proceeds—For construction.
• Moore (William S.)r Inc., Newark, Ohio
June 21 (letter of notification) 16,666 shares (no par)
common stock. Price—$12 each. No underwriter. To in¬
crease capital.

Mutual Telephone Co. (Hawaii) < . . . .

June 7 filed 150,000 shares ($10 par) convertible pre¬
ferred stock, series B. Offering—To be offered initially
to holders of the common stock, in the ratio of one pre¬
ferred share for each five of common held. Underwriter

—Kidder, Peabody & Co. Proceeds — Proceeds will be
used for construction and expansion which in 1949 will
involve expenditure of about $4,340,500.
• National Securities Series, New York
June 23 filed 1,500,000 shares. Underwriter—National
Securities & Research Corp., New York. Proceeds—For
investment.

, ' ' ! . .

.. New England Power Co., Boston (7/13)
June 3 filed $5,000,000 of series C bonds due July 1, 1979.
Underwriters—Names to be determined through com¬

petitive bidding. Probable bidders: Halsey,; Stuart &
Co. Inc.; Kidder, Peabody & Co. and White, Weld & Co.
(jointly); Equitable Securities Corp.;-Otis & Co.; Union
Securities Corp. and Salomon Bros. & Hutzler (jointly);
Coffin & Burr; Carl M. Loeb, Rhoades & Co.; Merrill
Lynch, Pierce, Fenner & Beane and Lee Higginson Corp.
(jointly) and Harriman Ripley & Co. Company also
plans to sell 160.000 shares of common ($20 par) to its.
parent, New- England Electric System, at $25 per share.
Proceeds—Proceeds of the bond and stock sale will be
used to pay off $5,324,700 of bank loans obtained for
construction and to provide money for construction ex¬
penditures expected to be made. Bidding expected
July 13.

New Jersey Power & Light Co. (7/12)
June 9 filed $3,500,000 of first mortgage bonds, series due
1979, and 20,000 shares ($100 par) cumulative preferred^
stock! Underwriters—To be determined through com¬
petitive bidding. Probable bidders for bonds: Halsey,
Stuart & Co. Inc.: Equitable Securities Corp.; Union Se¬
curities Corp.; Carl M. Loeb, Rhoades & Co.; Otis & Co.;
Kidder Peabody & Co.; Salomon Brcs. & Hutzler. For
preferred: Kidder, Peabody & Co.; Smith, Barney & Co.;
W. C. Larigjey & Co.; Lehman Brothers. Proceeds-
Will be applied to the payment of the cost of, or in
reimbursement of payments made for, construction of
additions and betterments subsequent to April 30, 1949.
Expected July 12. ■>:»

New York & Cuba Mail Steamship, New York 7/,;
June 17 filed 190,125 shares of 5.6% cumulative preferred
($25 par) stock, which Atlantic "Gulf and West Indies
Steamship Lines is offering in exchange for its own
preferred (5% non-cumulative $100 par) at the rate of
one Atlantic share for three shares of Cuba Mail pre¬
ferred plus $25 in cash. No underwriting. > " .' * }

Nielsen Television Corp., New York
Feb. 24 (letter of notification) 4,000 share of 6% cumula¬
tive non-convertible preferred stock (par $25) and 10,009
shares of common stock (par25p). Underwriter—Charles
H. Drew & Co., New York. Offering—To be offered in
units of one preferred share and -2Vz common shares at
$25,625 per unit. Capital requirements. Present plans
will be revised.

Oil, Inc., Salt Lake City, Utah 7 >.

May 19 (letter of notification) 172,690 common shares
(par $1). Price, par. Underwriter—Waldron & Co., San
Francisco, Calif. To drill and equip five wells, working
capital, etc. \"f
S Pacific Gas & Electric Co., San Francisco 7.. 7
June 22 filed 100,000 shares of Series A 5% redeemable
first preferred stock ($25 par). Price— $25.75 a share.
Underwriting—None. Proceeds—To be added to treas¬
ury funds. Offering—Stock is to be offered to employees,

Philadelphia Electric Co.
June 22 filed 972,624 additional shares (no par) com¬
mon, Offering—To be offered initially to stockholders
on a l-for-10 basis •held July 11. Rights expire about
Aug. 11. Then unsubscribed shares would be available
for subscription to regular full-time employees of the
company and its subsidiaries—up to $150 per persdn.
Underwriters—Drexel & Co. and Morgan Stanley & Cou
will purchase unsubscribed shares. Proceeds—For con¬

struction. ' 1 ?■.

• Philippine Fish Products Development & ■

Packing Corp., Chicago
June 20 (letter of notification) 164 shares ($100 par>
capital stock. Price, par. No underwriter. For estab¬
lishing small canning business.

Power Petroleum Ltd., Toronto Canada
April 25 filed 1,150,000 shares ($1 par) common of which
I,000,000 on behalf of company and 150,000 by New York
Co., Ltd. Price—50 cents per share. Underwriters—
To be named by amendment. Proceeds—For adminis¬
tration expenses and drilling.
• Provincial Petroleum Corp., Spokane, Wash.
June 9 (letter of notification) 500,000 shares (100 par)
stock. Price, par. No underwriter. To drill for oil und^r
permits fssued by Canadian Pacific Railway. 7 , 7
• Red nook Neighborhood Center, Brooklyn, N. Y.
June 17 (letter of notification) $5,000 : in noninterest-
bearing boWs and $5J)00 2% bonds payable- 90 days
after notice in writing requesting payment. Underwrit¬
ing—None. Purchase of building and making suitable
alterations for maintaining a club. ; , , *

Renaissance Films Distribution, Inc.,
i Montreal, Que.

Oct. 29 filed 40,000 shares (par $25) 5% cumulative
convertible class B preferred stock and 10,000 shares of
C stock (no par). Underwriting—None. Offering—Class
B preferred will be offered at $25 per share with one
share of class C given as a bonus with each 4 shares at
class B purchased. Proceeds—To pay balance of current:
liabilities and working capitaL ? /
0 Roberts Brothers Co. of Washington, D. C.
June 21 (letter of hdtificatioh) $75,000 6% 10-year de¬
benture bonds. William Allerton Roberts and Irene Ken¬

nedy, trustees under trust indenture, will distribute the
securities7 For maintaining operating inventories and
expanding business. ; -

1 St. Joseph (Mo.) Light & Power Co. (7/19)
June 10 filed $4,750,000 of first mortgage bonds, series
due 1979. Underwriters— Names to be determined
through competitive bidding. Probable bidders; HalseY,
Stuart & Co. Inc.; The First Boston Corp.; Otis & Co.;
Equitable Securities. Corp.; Kidder, Peabody & Co.;
White, Weld & Co.; Salomon Bros. & Hutzler; Carl Ml
Loeb, Rhoades & Co.; Union Securities Corp. Proceeds
—For property additions. Expected about July 19.
A Santiago-Alaska Mines, Inc., Vancouver,

British Columbia
June 13 (letter of notification) 100,000 shares ($1 par)
common stock.' Price, par. No underwriter. Expenses
connected with mine exploration and operation. . . ,

• Sawtooth Mining Co., Inc.. Moses Lake, Waslt».
June 9 (letter of notification) 750,000 shares (100 par)1
common stock. Price, par. No underwriter. To develop
mining property.

. ;j>
. Suburban Gas Service, Inc., Ontario, Calif, a;

March 31 (letter of notification) 4,000 shares ($25 par|
series B preferred and 20,000 shares ($1 par) common-jt
issuable upon conversion of preferred. Price—Preferred
$25 per share. Underwriters—Wagenseller & Durst, Inc^
and LesterJk Co. To buy Antelope Liquid Gas Co. :t»

(Continued on page 38)
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(Continued from page 37)
Sudore Gold Mines Ltd., Toronto, Canada

June 7 filed 375,00C shares of common stock. Price—$1
per share (U. S. funds). Underwriting—None. Proceeds
—Funds will be applied to the purchase of equipment,
road construction, exploration and development.
• Three States Oil Co., Inc., Fort Worth, Texas
June 23 (letter of notification)" 100,000 shares ($1 par)
common stock. Price, par. To secure and drill and oil,
gas and mining lease. Office, 317 Majestic Building,
Ft. Worth, Texas.

Trenton Chemical Co., Detroit, Mich.
March 30 filed 131,841 shares 6% cumulative convertible
class B preference ($2 par). Underwriters—Straus &
Blosser, Chicago; Carr & Co., Detroit, and Lester & Co.,
Los Angeles. Proceeds—To build chemical plant and to
replace working capital used for capital additions.

Mrs. Tucker's Foods, Inc., Sherman, Texas
Nov. 26 filed 200,000 shares of common stock (par $2.50)
of which 80,000 will be sold by the company arid 120,000
shares by certain stockholders. Underwriter—Rauscher,
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general
corporate purposes.

Upper Peninsula Power Co.
Sept. 28 filed 200,000 shares of common stock (par $9)
Underwriters — Names to be determined through com¬

petitive bidding. Probable bidders include Kidder, Pea-
body & Co., Merrill Lynch, Pierce, Fenner & Beane and
Paine, Webber, Jackson & Curtis (jointly). Proceeds-
Will go to selling stockholders. Consolidated Electric &
Gas Co. and Middle West Corp. will sell 120,000 shares
and 34,000 shares, respectively; Copper Range Co., 34,000
shares and several individual owners 11,200 shares.

Virginia Dare Stores Corp., New York
June 7 (letter of notification) 20,000 shares of common
stock, class A. Price—$5 per share. Underwriter—
None. Working capital and general corporate purposes.

• Westerfield Pharmacal Co., Inc., Dayton, Ohio
June 23 (letter of notification) 395 shares of 5% cumula¬
tive- convertible preferred stock ($100 par) and 750
shares of class B common. Price—$150 for cne pre¬
ferred with one common reserved. This is a reorgani¬
zation, and 353 shares of oJd non-convertible preferred
stock are to be issued in exchange for 353 of new con¬
vertible preferred. While the 750 shares of common are
held for conversion. No underwriting. Net proceeds
go into operating capital. Office, 11th St., Dayton, O.

Western American Life Insurance Co., Reno
March 30 filed 12,500 shares ($10 par) common stock.
Price—$40 each. Underwriter—To be named by amend¬
ment. Proceeds—To qualify the company to sell life in¬
surance in any state.

Western Oil Fields, Inc., Denver, Colo.
May 19 (letter of notification) 800,000 shares of common
capital. Price, 250 per share. Underwriter—John G.
Perry & Co., Denver, Colo. For working capital and
drilling of wells.

Wlchman Philippine Mindanao Development
Co., Cebu City, Philippine Islands

Jan. 5 filed 2,000,000 shares of voting capital stock, one
centavo par value. Price—25 cents per share (U. S. cur¬
rency). Underwriter—F. T. Andrews & Co. Proceeds—
To provide funds for plant construction, diamond drill¬
ing, exploration and repayment of loans.

Willcox & Gsbbs Sewing Machine Co., New York.
June 6 (letter of notification) 6,000 shares of 5% cumula¬
tive convertible preferred stock, series B (par $50). To
be offered for subscription by common stockholders of
record June 28 at $50 per share in ratio of one preferred
for each 25 common shares held. Rights expire 5 p.m.
(EDT) July 15. Underwriting—None. Subscriptions pay¬
able to Central Hanover Bank & Trust Co., 70 Broadway,
New York. To pay bank loans ($250,000), working
capital. ,

Worcester (Mass.) County Electric Co.
June 10 filed $5,500,000 of first mortgage bonds, series
A, due July 1, 1979. Underwriters—Names to be deter¬
mined through competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner
& Beane, and Solomon Bros. & Hutzler (jointly); Kid¬
der, Peabody & Co.; The First Boston Corp.; Otis & Co.
Proceeds—To be applied to payment of bank borrow¬
ings ($4,950,000) and for construction or to reimburse
company for previous construction outlays.
• Wottring Manufacturing Co., Inc., Altadena,

California
June 20 (letter of notification) 200,000 shares .($1 par)
common stock, of which 100,000 are to be offered pub¬

licly at par. For each share sold, a share is to be issued
to L. R. Wottring, President of the company, for services
rendered in organizing the company. No underwriter.
To expand the company's production.

Prospective Offerings
• Akron Union Passenger Depot Co. (7/12)
Bids for the purchase of $2,000,000 first mortgage bonds,
series A, to be dated July 1, 1949 and due July 1, 1974,
will be received by the company at Room 1304, 2 Waif
Street, New York, up to noon (EDT) July 12. Probable
bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody &
Co.; Drexel & Co.; Otis & Co.; Salomon Bros. & Hutzler;
R. W. Pressprich & Co.; W. C. Langley & Co.

American Gas & Electric Co. '

June 22 company announced it proposes to offer its
common stockholders on or about Oct. 1, 1949, about
500,000 shares of stock on a basis of one share for each
nine shares then held, the exact terms including sub¬
scription price to be determined at a later date. It is
also likely that a second offering of common stock will
be made some time in the latter part of 1950 on a
l-for-12 basis. The net proceeds are to be used to pay
for improvements and for additional working capital.

Atlantic Coast Line RR. (7/7)
May 24 - reported company plans the sale July 7
of $8,685,000 equipment trust certificates. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz¬
ler; Harriman Ripley & Co. and Lehman Brothers
(jointly).
• California Oregon Power Co.
June 27 reported company may issue $7,500,000 bonds
for expansion purposes. Probable bidders: - Shields &
Co. and E. H. Rollins & Sons (jointly); Halsey, Stuart
& Co. Inc.; Merrill Lynch, Pierce, Fenner & Beane and
Kidder, Peabody & Co. (jointly); Lehman Brothers;
Blyth & Co., Inc. and The First Boston Corp. (jointly).

Chicago & North Western Ry. (7/6)
Company will receive bids up to July 6 at Room 1400
Daily News Building, Chicago, up to noon (CDT), for
the purchase of $6,600>000 equipment trust certificates
to be dated Aug. 1, 1949. Bidders at the sale are in¬
vited to submit alternate proposals for certificates ma¬

turing in 1 to 10 years and tor the same certificates ma¬

turing in from 1 to 15 years. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Harriman
Ripley & Co. and Lehman Brothers; Harris, Hall & Co.
(Inc.).
• Columbia Gas System, Inc. (7/26)'
June 23 company requested SEC authorization to issue
and sell competitively $13,000,000 of. debentures due
August, 1974. The company wishes to invite bids for
the debentures on July 19 and open the bids on July 26.
Probable bidders: Morgan, Stanley & Co.; Halsey, Stuart
& Co. Inc.; Merrill Lynch, Pierce, Fenner & Beane;
Lehman Brothers and Goldman, Sachs & Co. and^Union
Securities Corp. (jointly); Salomon Bros. & Hutzler.
Bids expected to be opened July 26.

Cornucopia Gold Mines, Spokane, Wash.
Common stockholders of record June 30 will be given
the right to subscribe for an aggregate of 191,500 addi¬
tional shares (par 50) in a l-for-5 ration at approxi¬
mately 27V2 cents per share. Rights will expire Sept. 13
and are exercisable at office of Old National Bank of
Spokane. . . >•

Iowa Power & Light Co. . ■[!
May 12 reported company may be in the market this
year with $7,500,000 first mortgage bonds and $3,000,000
common stock, the latter to be sold to United Light &
Rys. Co. (parent),. Bidders for bonds may include
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Kidder, Peabody & Co.; Lehman Brothers; Blyth & Co.,
Inc.; W. C. Langiey & Co., and Union Securities Corp.
(jointly); The First Boston Corp.; Glore, Forgan & Co..
and A. G. Becker & Co. (jointly); Harriman Ripley &
Co.

• Maracaibo Oil Exploration Corp.
The corporation is offering stockholders the right to
buy one share of the company's stock for each eight
shares held. The stock is priced at $5 a share. The
offering is not being underwritten, but Alfred J. Wil¬
liams, President, has agreed to exercise rights to buy
1,487 shares and his wife 651 shares, to which their
holdings entitled them. Mr. and Mrs. Williams will buy
17,862 more shares if other stockholders don't buy this

much. The total amount of new stock up for subscrip¬
tion is 49.500 shares. The offer is being made to stocki
holders of record July 13. Rights will expire Aug. 9.
Funds raised by the stock sale will be used to develop
properties now owned by the company and to buy new
properties.

, *

Middle South Utilities, Inc. .. . .. jJune 3 reported Electric Bond & Share Co. plans sale
at competitive bidding of 803,230 shares of common stock
(no par) which it will receive upon dissolution of Elec¬
tric Power & Light Corp. Probable bidders: Merrill
Lynch, Pierce, Fenner & Beane and Kidder, Peabody &Co. (jointly); Blyth & Co., Inc.; Dillon, Read & Co. IncJ

. Montana-Wyoming Gas Pipe Line Co. U.
/May 23 this company is being organized and will be
publicly financed, to build a pipe line costing $8,000,000,
Jo bring gas from the Worland (Wyo.) Unit Area, being
[developed by Pine Oil Co., into markets now being
;served by Montana-Dakota Utilities Co. in eastern Mon¬
tana, western North Dakota and the Black Hills regiolr
of western South Dakota. Montana-Dakota Utilities Cq;
will lease and operate the . facilities. Probable under-,
writers: Blyth & Co., Inc.; Merrill Lynch, Pierce, Fen¬
cer & Beane. ... „ ; v. .'j.i

, New York Central RR. (7/6) " !
iThe company has issued invitations for bids to be con¬
sidered July 6 on $11,400,000 equipment trust certificates,-
(Certificates will mature serially in 15 equal annual in^
stalments.. Probable bidders: Halsey, Stuart & Co. Inci;

;Salomon Bros. & Hutzler; Harriman Ripley & Co. and
:Lehman Brothers (jointly). I-

New York New Haven & Hartford RR.
[April 13 stockholders authorized issuance of not exceed;-
jing $3,500,000 of equipment obligations. Probable bid¬
ders: Harris, Hall & Co. (Inc.); Halsey, Stuart & Co. IncJ;
[Salomon Bros. & Hutzler, Lehman Brothers and Bear;
Stearns & Co. (jointly); Lee Higginson Corpr J5

Northern States Power Co. of Minnesota ' jJune 11 reported company planning the sale at com¬
petitive bidding, possibly by early August, of $15,000,000
jin new bonds,. Probable bidders: Halsey, Stuart & Cq.
• Inc.; Lehman Brothers and Riter & Co. (jointly); Equit¬
able Securities Corp.; Merrill Lynch, Pierce, Fenner &
Beane; Union Securities Corp.; Glore, Forgan & Co;;
Smith, Barney & Co., r. ; • V . <

• Pacific Power & Light Co. : /'.it* t
June 28 company contemplates the issuance by Nov. 15,
next, of approximately $7,000,000 additional first mort¬
gage bonds to retire outstanding notes and to finance
.its construction r program. Probable bidders: Halsey,
tStuart &,Co. Inc.; Lehman Brothers and Riter & Co.
(jointly); Equitable/Securities .Corp.; Merrill fLynch,

;Pierce, Finner & Beane; Union Securities Corp.; Glore,
Forgan & Co.; Smith, Barney & Co. ; ! ' >

• Pennsylvania Power & Light Co.
Jurte 29 company reports that additional financing will
be undertaken to finance construction program. It is ex¬
pected to take the form of an issue of 75,000 prefbrldd
shares, j Traditional underwriters: Drexel & CCo: and
.The First Boston Corp. - ■? v ? •-v -

• Standard Oil Co. (New Jersey) :: }
June 29 expected company will file with the Securities
and Exchange Commission, possibly June 30, a registra-
"tion statement covering $150,000,000 25-year 2%% de¬
bentures."^ It is expected that Morgan Stanley & Co.
will be named as the managing underwriter. '

Upper Peninsula Power Co.
June 16 Middle West Corp. and Consolidated Electric &
Gas Co. applied to the SEC for an exemption from com¬
petitive bidding in connection with the proposed sale

' •of their common stock holdings in the company con¬
sisting of 34,000 shares (17%>) and 120,000 shares (60%),
respectively. In their original application for authori¬
zation to sell the stock, filed last September, the com¬
panies proposed to sell the stock at competitive bidding.The SEC has scheduled a hearing for July 6 upon, the
proposed sale of this stock and the request for exemption
from competitive bidding. " " • : . ,■ t

J Wheeling & Lake Erie Ry.
April 8 reported company possibly may be In the market

i this summer with a new issue of bonds to retire $6,870,-000 first consolidated mortgage 4% bonds due Sept. I.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp. and Kidder, Peabody & Co. (jointly); Har¬
riman Ripley & Co.; Salomon Bros. & Hutzler; Shields
& Co. and Harris Hall & Co. Inc. (jointly).

Reserve Board Aims to Increase Credit Supply
Reversing previous postwar anti-inflationary policy, Open Market
Committee of Federal Reserve Board adopts program of increasing

availability of credit.
It was announced by the Federal Reserve Board in Washington

On June 28 that, after consultation with the Treasury Department,it has adopted a program to increase the availability of credit to meet
the needs of all branches of business activity. Under the plan theFederal Reserve's Open Market Committee, in directing buying or
selling government securities by the Federal Reserve Banks, wouldhave "a primary regard to the general business and credit situation"
though the "policy of maintaining the orderly conditions in the gov¬
ernment security market, and the confidence of investors in govern¬
ment bonds, will be continued." It is apparently now the aim of the
Federal Reserve Board to free the government bond market from
rigid supports either of price or rate and thus to offset the drive bybanks to increase investments in government securities. The objec¬
tive is to increase the money supply, prevent calling of loans and
encourage lending by banks.

Several of the larger houses in
the underwriting field, particular¬
ly those which are well-rounded
out and in a position to undertake
wide-scale distribution,- are in¬
clined to lean away from com¬

petitive bidding ventures as hard¬
ly worth the effort involved..

As a rule they'll be in with
a bid but their calculations are

usually based on the idea that
you've got to have a reasonable
spread to make the business
worthwhile. Accordingly, you
will find them invariably trail¬
ing the winner by a fair margin.
Yet they have no real com¬

plaints since, as they will tell you,
the field of negotiation is some¬
what more lucrative and natural¬
ly more attractive. These firms
have been doing right well by
themselves and have been able to
keep their staffs and distributing
affiliates busy through/the me¬
dium of such operations, including
"standby" agreements on company
offerings to shareholders on

"rights." .

This does not mean that such
firms have abandoned the com¬

petitive bidding field, but rather

that they would just as soon put
in their efforts in fields where
the pay is better and the risk
of being "hung up," as a long-
term investor, not so great.
This apparently is true not onh

among certain of the underwritinj
firms, but also holds with some o

the smaller participating organ¬
izations. Not many partnership:
in the business have been payinj
bonuses to workers in recen
months. " But one firm, which ha:
been taking an active part ii
equity distributions, only a fort¬
night ago sweetened up the en;
velops of its staff in just tha
fashion.

.

What the Doctor Ordered

Judging by reports on pre-
offering inquiry, the Michigai
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Consolidated Gas Co.'s new 3%%
debentures, due in 18 years,
proved ideal for a great many
portfolios.

It had several considerations
. to recommend it, not the least
among them the fairly inter¬
mediate term as bonds go these
days, plus an unusually attrac¬
tive yield.

• It afforded potential buyers
their first opportunity in some
time to go after an issue which
offered a return of 3.75% at the
issue price, and evidently they
took kindly to it.

Pacific Gas & Electric

Three banking groups vied for
the $80,000,000 of 34-year first and
refunding mortgage bonds put up
for sale on Tuesday by Pacific
C as & Electric-Co., with the win¬
ning group paying the company
100.13 for a 3% coupon.

• Perhaps indicating something
of a change in thinking among
investment hankers, two other

/bids submitted specified a 3%%
rate for the issue.
The successful group are re-

offering at a price of 100.639 for
& yield basis of 2.97%. Good de¬
mand is indicated with several
insurance companies reported in¬
terested. ""

Turning It Loose

The banking group which spon¬
sored Tennessee Gas Transmis¬
sion Co.'s $50,000,000 of first
mortgage 3% bonds, due in 1969,
decided to turn the issue loose

after a week of rather slow dis¬
tribution.

Bankers paid the company
100.33 for the bonds and re-

offered the loan publicly at
100% to yield 2.95%. Potential
buyers, however, were a bit on
the slow side at that level and
the market was sluggish.
With two big issues up for bids

on Tuesday of this week, the
syndicate, presumably deciding to
free its members for participation
in the new business, decided to
terminate the agreement and turn
the bonds loose.

With price restrictions off the
issue settled back with substan¬
tial blocks reported moving at
100%. It dipped to a 99% bid-
100% asked basis thereafter and
then appeared to stiffen.

"Street Sized" Deals

At least two issues are in the

offing on which competitive bid¬
ding should prove really keen.
In the case of the big over-sized
undertakings, the number of bid¬
ders is usually limited due to
capital requirements.

But on smaller projects, such
as Delaware Power & Light
Co.'s $10,000,000 of new first
mortgage 30-year bonds, up for
bids next Wednesday, and
Florida Power & Light's simi¬
lar issue, due about July 11,
the case is different.
As a rule deals of this size

really bring out the competition
since the capital requirements
permit the forming of more

groups.

Thomas B. Meek

ees Need of Relief for Investors to Revive

Sagging Economy
Thomas B. Meek, President of National Association of Investors'
Brokers, points out that capital resources—"the goose that lays the
golden eggs"—are neglected. Holds Government policies discourage

capital investment.
Immediate relief for the investors and the risk takers of the

nation—the people who provide the capital that makes jobs at home
and abroad—in order to revive our sagging economy was urged by
Ti? )mas B. Meek, President of the National Association of Investors'

rl' Brokers at the^
quarterly
meeting of the
Association of
C u stomers'
Brokers of
New York

City on June
15. -

"There is

demand for
relief for Eu¬

rope, relief
for the farmer,
relief for the

unemployed,
a 11 undoubt¬

edly worthy
and advisable

In themselves, but there is too
little consideration given to re¬

developing the source of all this
bounty,. the goose that lays the
golden eggs, the capital resources
of our country," Meek stated.
"One reason for the depressed se¬

curities markets of recent weeks,
luid the unusually low valuations
of the equities of our leading cor¬

porations, is the serious lack of
yenture capital. For many years
government policies have tended
to frighten and to discourage
capital. One of the most obvious
is incentive-killing taxation,
Which has driven large sums into
non-creative forms of investment.
The only prosperity that we have
had in the past 20 years has been
primed by government spending,
rather than by the free and na¬

tural flow of private capital,
therefore it has been an 'uneasy'
prosperity. Now that our govern¬
ment finds it necessary to make
larger commitments abroad and
at home, and now that corpora¬
tions are anxious to raise funds
to modernize and to expand their
plants, we have come to grips ^lfred Bailey

iusthisn®t^nrfig ri* mfniwn Co- with offices in the'Wilson
m•■■"around Takt. fh» Building, to engage in the securi-go around Take the shackles off

Ues blfs'iness. Sj|r. Bailey was
capital and it will go to work, formerly an officer of Dittmar &
Vigorous capital activity will in- Co.

sure continued high employment
and will provide the revenues to
meet this country's domestic and
international program," Meek
continued.

Mr, Meek pointed out that the
recent recommendation by the
CIO Full Employment Committee
to President Truman that tax re¬

lief would halt recession and in¬
crease the supply of jobs, shows
an awareness of the problem.
"The NAIB is suggesting to
them and to authorities in Wash¬
ington," he said, "a form of tax
relief that will help revive the
flow of capital and at the same

time provide increased revenues

to the government—that is the
elimination of the six months
holding period of the capital gains
tax. We will issue a pamphlet on
this subject in the near future."

G. Alfred Bailey to
Form Own Inv. Firm
DALLAS, TEX. — C. Alfred

Bailey will shortly form Bailey &

fear and gloom? Who can sell
when his very attitude denotes a

lack of confidence in either the

DIVIDEND NOTICES

Market Analyst Sees Apathy in Stock Market
William W. Lewis, of the Research Department of Courts & Co.,
says action on part of securities industry and securities salesmen
is needed to stimulate interest by selling free enterprise, individual

opportunity and faith in market.
Under the caption "Time for Decision," the following analysis

of the stock market situation, as of June 21, has been put forward
by William W. Lewis, a member of the Research Department of
Courts & Co., members of the New York Stock Exchange and other
leading stock and commodity ex-®
changes, whose main office is in
Atlanta, Ga.:
"What is the matter with the

Market? If it were necessary to
answer with only one word, that
word might well be Apathy. What
is apathy? It is primarily a state
of mind, the dominant feature of
which is a lack of interest, and the
physical manifestation of which
is absence of action. What is the
cure? Obviously stimulation of in¬
terest.
f"""That is where the Securities
flndustry and the securities sales-
|man come in, or should. The
Market is the business of the In¬

dustry and the livelihood of the
salesman. But it is even more. It is
one of the last line fortresses of
true democracy and free enter¬
prise. Apathy toward the Market
therefore is a dangerous thing in
these times when strong, vital and
aggressive forces are seeking to'
destroy democracy as we have
known it. The less interest the

general public has in the owner¬

ship of private enterprise, the less
they care what becomes of it, and
the weaker becomes the defense

against the subtle and invidious!
encroachments of destructive
forces.

, j

"Logically then, it would be ex¬

pected that in such a period of
public apathy toward the Market
the Securities Industry and the
securities salesman would be most

aggressively employing every pos¬

sible means to stimulate interest

in the things they represent. Is
this presently the case? In too

many instances the answer is No.
In too many cases, the doctor ap¬

pears to be infected with the same

paralyzing disease as the patient.
In what other business does the

salesman take his cue from the

customer? Who can sell anything
in an atmosphere of indecision,

Liquidation Notice

The Plainfield National Bank of Moosup,
located at Moosup, in the State of Con¬
necticut, is closing its affairs. All credi¬
tors of the association are therefore hereby
notified to present claims for payment to
the undersigned at said bank.

BENJAMIN F. DAWSON,
Liquidating Agent

Dated June 24, 1949

DIVIDEND NOTICES

AMERICAN MANUFACTURING COMPANY
Noble and West Streets

Brooklyn 22, New York
The Bpard of Directors of the American Man¬

ufacturing Company has declared a dividend of
25c per share on the Common Stock, payable
July 1, 1949 to Stockholders of Record at the
close of business June 22, 1949. Transfer books
will remain open.

ROBERT B. BROWN, Treasurer.

good/Year
DIVIDEND NOTICE

. The Executive and Fi¬
nance Committee of the
Board of Directors has de¬
clared today the following
dividends:
$1 .25 per share for the third

?uarter of 1949 upon the $5referred Stock, payable Sep¬
tember 15, 1949 to stock¬
holders of record at the close
of business August 15, 1949.
$1.00 per share upon the
Common Stock, payable Sep¬
tember 15, 1949 to stock¬
holders of record at the close
of business August 15, 1949.
The Goodyear Tire & Rubber Co.

By W. D. Shilts, Secretary
Akron, Ohio, June 28, 1949.

The

Greatest
Name

in Rubber

New England Gas
and Electric Association

COMMON DIVIDEND NO. 9

The Trustees have declared a

quarterly dividend of twenty-two
and one-half cents (22%^) per
share on the COMMON SHARES

of the Association payable
July 15, 1949 to shareholders of
record at the close of business
Mne 30, 1949.
> H. C. MOORE, JR., Treasurer
June 23, 1949.

NATHHML DISTILLERS
PRODUCTS

CORPORATION

The Board of Directors has de¬

clared a quarterly dividend of
50c per share on the outstanding
Common Stock, payable on

August 1, 1949, to stockholders
of record on July 11, 1949.
The transfer books will not close.

) THOS. A. CLARK

June 23, 1949. Treasurer

OTIS
ELEVATOR

COMPANY

Common Dividend No. 167

A dividend of $.50 per share on
the no par value Common Stock
has been declared, payable July
29, 1949, to stockholders of rec
ord at the close of business on

July 5, 1949.
Checks will be mailed.'

Bruce H. Wallace, Treasurer
New York, June 22, 1949,

DIVIDEND NOTICE

On June 15,1949, the Board
of Directors declared regular

quarterly dividends of $1.25
per share on the 5% Series
and 5% Sinking Fund Series
Preferred Stocks ($100 pai

value) of this Corporation,
each payable August 1,1949,
to stockholders of record

July 15, 1949.

b. c. reynolds

Secretary

present or the future of the thing
he represents? ^
"In the final analysis the Se-»

curities industry is selling free en-*

terprise, individual opportunity,
faith in America. If we don't be*
lieve in these things, let's get ou|
of the business. If we do believe in

them, let's get to work, think, act,
and inspire confidence. It is true

that action may at times involve
some risk but is equally true tha$
inaction invites disaster."

DIVIDEND NOTICES

TECHNICOLOR, Inc.
The Board of Directors has de¬
clared a dividend of forty cents

(40c) a share on the Capital
Stock of the Company, payable
July 20, 1949 to stockholders of
record at the close of business'/
July 5, 1949.

L. G. CLARK, Treasurer
June 23, 1949

The Board of Directors of

Wentworth Manufacturing
Company

has declared a dividend of
twelve and one-half cents
(121/2^) per share on the out¬
standing common stock of the
Company, payable on August
20, 1949, to stockholders of
record at the close of business
August 1, 1949.
Checks will be mailed.

JOHN E. McDERMOTT, •!.'
Secretary.

RflvonieR
PRODUCER
OF HIGHLY

PURIFIED

WOOD

CELLULOSE

The Board of Directors
has declared a regular
quarterly dividend of fifty
cents (50f>) per share on the
Common Stock, payable
August 15, 1949, to stock¬
holders of record at the
close of business July.29.
1949.

EDWARD BARTSCH
President

June 21,1949

SOUTHERN STATES
Iron Roofing Company

savannah, georgia

Dividend on Preferred Stock

A quarterly dividend of
thirty-one and one-quarter
cents (31.25c) per share on
the Preferred Stock of this

company has been declared,
payable on July 1, J949 to
stockholders of record

June 15, 1949.

Ross G. Allen
|

Secretary and Ass'I Treasurer
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on...

BeHnd-the-Scene Interpretation*
. from the Nation'* Capital

BUSINESS BUZZ

WASHINGTON, D. C.—After reaching a high pitch, the economy
drive in Congress is beginning to show signs of debility.

This drive did reach a high pitch. This was evidenced by two
developments. One was the large vote lined up against the public
bousing bill in the House. Until3>
early in May, that bill was ex¬
pected by its proponents to get
by with a vote of between three
and four to one.

Another evidence that the econ¬

omy drive - was getting some
where was the large vote in¬
dicated in an informal poll for
the proposal to direct the Presi¬
dent to cut between 5% and 10%
off of appropriations approved by
Congress for fiscal '50.
The debility which is beginning

to operate against the economy
drive arises from discouragement.
The discouragement comes from
an appreciation of the terrific
pressure the Administration and
Its labor and social uplifting
(friends are putting out against all
advocates of economy, and from
the adamant position of the White
House itself on the question.

* * *

In the matter of the 5 to 10%
i cut, a proposition current in the
Senate, the Administration will
just not let it come to a vote.

J The informal petition of 56
: Senators is an expression of
sentiment. It is not a petition,
similar to a discharge petition
In the House, to force the pro¬

position to a vote. There is no
similar procedure in the Senate.
The only way action can be
forced in the Senate is by a

motion to take up. By custom
the Administration majority in
the Senate is supposed to "con¬
trol the calendar;" i.e., deter¬
mine the order of business.

So far the Administration has
not openly announced it will
try to stop a vote on the per¬
centage economy cut. The Ad¬
ministration spokesmen are just
stalling the vote. The conserva¬
tives know, however, that the
stalling will continue indefi¬
nitely unless the prospective
line-up changes against econ¬

omy.
• • * * *

It is believed that the back¬

ground situation is that while-
some 60 Senators are said to favor
the percentage cut, the conserva¬
tives could not get a majority
vote to force this cut on the
calendar as the next, order of
business some day soon. So some
of the 60 more or less of Senators

proclaiming their views for econ¬

omy, are "on the record" for
economy sentimentally but are as
yet unwilling to stick their necks
out in a roll call vote. *

For this faint-heartedness, there
is said to be an explanation offer¬
ing some sympathy to the waver¬

ing economy advocates. Between
the public housing and labor law
bills, the conservatives in Con¬
gress have been threatened,
cajoled, lobbied, and pressured to
death for several weeks. There
ore no lobbies riding herd on

Congressmen for economy and for
a labor law that will equalize
somewhat the responsibilities of
labor with management.

And, as an illustration of the

pressure, the lefties are brag¬
ging all around the Capitol that
in 1950 they will for sure purge

. Rep. Jesse P. Wolcott, ranking
Republican on the Banking and

, Currency Committee. Wolcott is
acknowledged as the man who
organized and gave heart to the
opposition to the public housing
bilL

* * *

As to the merits of the 5 to 10%
cut in expenses, the Administra-

"unscientific" and "cowardly." T.
is "unscientific" simply because il;
will harm some activities more
than others. It is "cowardly" be¬
cause it shows that Congress
hasn't the courage to make the
cuts itself, but forces the Presi¬
dent to make them. Then when
cut-backs are made, many of the
very Congressmen who voted for
the percentage cut will blame the
Administration when the howl
comes from the activities which
would be curtailed.

To this one outstanding GOP
member replied anonymously:
"That's OK but what we are

faced with is that Truman says

his Budget is rock bottom. We
can get no cooperation what¬
ever from him in achieving de¬
tailed cuts. All his little boys
come to the Hill and tell the
Appropriations Committee their
estimates are rock bottom. If
any of the officials wanted to
be frank with Congress about
where cuts might be made, they
wouldn't dare, because Mr. Tru¬
man has put a very tight muzzle
on them."

.. ...... *. * *

In any case, if the percentages
cut finally does prevail in the
Senate, which is doubtful; its
chances in the House are most
slender, at this point.,- \

* ♦ * \
,

• Terrific if quiet pressure has
been put upon members of the
Ways and Means Committee by
the White House and its lieuten¬
ants to bring out a bill enlarging
the social security program the
way the President wants it. This
pressure has from time to time
led to tentative reversals of votes
in executive session against
broadly expanding the program.
This pressure and these reversals
explain the,various stories printed
recently, to the effect that the
Ways and Means'Committee may

shortly come out with a bill giv¬
ing Mr. , Truman about three-
fourths of what he asked for in
the way of social security expan-
sion. -V 1 ;

This may be so. On the other
,hand, other members of the
committee * are: willing to bet
that when the final votes have
been taken,. the conservative »

Democrats on - the - committee
will figuratively tell Mr, Tru- <
man to go jump into the
Potomac on this question, and
will trim the bill sharply. Even
if the committee brings out k
broad bill, final Congressional
action is not anticipated this
year, unless% Congress stays
around until the frost is on the
pumpkin. In these lattitudes,
that is about Nov. 1. „

* * *

Veterans Administration is firm
on the estimate of $2.8 billion as
the amount which, beginning next
year, will be refunded on Na¬
tional Service Life Insurance as

a result of the recomputation of
insurance liabilities under the
fund. There were two -previous
estimates. Mr. Truman figured on
$2 billion in his Budget. An ex¬

pert of the Hoover Commission

had estimated the aggregate re¬

fund as between $1.5 and $2 bil¬
lion. * • Yr

* * - - * • ■, -.

Rep. Francis Walter, conserva¬

tive Democrat of Pennsylvania,
has finally prevailed upon the

"Hello, B. J.!—Happy New Fiscal Year!'

make a study of the antitrust
laws.

k

Mr. Walter's idea was that*

the laws should be examined
quietly by the committee, com¬
posed of lawyers, and by the
legal talent of the Justice de¬
partment and the Federal Trade
Commission. Mr. Walter wanted
to study conflicts in the laws
and objectives, and to codify
these laws and bring them up

to date, to "make sense" out of "
the antitrust laws. For several
months the. Administration

leadership thwarted this study.

Now the committee has decided
to go ahead with the study. The
special subcommittee which will
undertake the work, however,
will be under the aggressive in¬
fluence of Chairman Emanuel
Celler of New York, who sees the
menace of the monopolies" the
same way as the Administration
does. Net result of the subcommit¬
tee's deliberations is expected to
ead toward rather than away

from political cracking down on

monopoly, the favorite political
whipping boys.

Incidentally the Patman road¬
block against the bill legaliz¬

ing use of freight absorption by

manufacturers in good faith to

meet competition, and where

freight absorption is by indi¬
vidual companies and not part
of a "conspiracy," has been re¬

moved.™ The bill will pass. It
will pass because the Adminis¬

tration has come to its support,

even though Rep. Wright Pat-
man doesn't like it.

What Senator J. William Ful¬

bright of Arkansas is shooting at
in his Senate Banking subcom¬
mittee hearings' on the lending
policies of the Reconstruction Fi¬
nance Corp., is the idea of defin¬
ing a new lending policy for that
agency. Fulbright would bar RFC
from lending money to save a
business except when it should
lend money to save many busi¬
nesses - in a period of general
liquidation.
Senator Fulbright will cast the

only vote, however, for such a

lending policy if the committee
ever formally consider's Ful-
bright's proposition. There are
two reasons for this. A great ma¬
jority of Congress wants to keep
RFC a live. Only if RFC can
make a few small business loans
and bail out the occasional busi¬

ness, can it keep alive as a going
concern. - "

. ■; . ;

Conservatives are inclined to

string along with RFC, for if
that agency were ever put into
liquidation, what Congress
would pass in the way of an

agency to help small business
would be far more expensive.
RFC has built a reputation for
eschewing bureaucratic "empire
building," a willingness to stay
put on a standby basis until it
might be again needed.

Also, RFC has a reputation for

being more hard-headed than
scores of other government lend-

tion boys contend that it is both House Judiciary Committee to

HAnover 2-0050 Teletype—NY 1-971
• ' \ ' • '! . ' •
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ing agencies, and in particular has
resisted the drive by the Civil
Aeronautics Board that it under-,
take to bail ' out the scheduled
airlines wholesale with govern¬
ment financing.

- Second, this proposition will be
voted down because Chairman
Burnet R. Maybank of the full
committee has set out a shingle
as an outstanding Senatorial
spokesmen for small business, and
he isn't going to let such a thing
sabotage his program.

Fulbright also would forever
bar, in effect, any RFC em¬

ployee from ever taking any
job

, with any RFC lender,
whether a lender on direct ac¬
count or in a commercial bank
participation loan. This, if con¬
sidered at all, will he whittled
down to where the RFC board
can take responsibility for the
propriety or impropriety of al¬
lowing an employee to quit and
work for a debtor or former
debtor.

* * *

- In the House Agriculture Com¬
mittee, the Brannan direct farm
income subsidy plan has de¬
veloped far more strength than
members of the committee pre¬
dicted, a few weeks ago. This has
been due largely to a coalition of
tobacco and cotton state repre¬
sentatives. The wheat and corn

boys still don't like it. ."

However, full Brannon plan
enactment this year looks most
doubtful. A majority of the
Senate committee is still against
it. It still looks like a "tem¬
porary" continuance of 90% or
near 90%" price supports for
another year.

(This column ig intended to re¬

flect the "behind the scene" inter¬
pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)

Frederick Swan With

Draper, Sears & Co.
(Special to The Financial Chronicle)

BOSTON, MASS.— Frederick
M. Swan has become associated
with Draper, Sears & Co., 53 State
Street, members of the New York
and Boston Stock Exchanges. Mr.
Swan previously conducted his
own investment business in Boston
under the name of Swan, Stick-
ley & Co.

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

CLEVELAND, OHIO—Glenn C.
Sheidler has been added to the
staff of Prescott & Co., Guardian
Building, members of the New
York and > Cleveland Stock Ex¬

changes.

Trading Markets:

Ralston Steel Car
*
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