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Tiuman Says "Selfish
Interests"Hope for
A Depression
President, in radio address, says
measures are in course of enact¬
ment which will maintain produc¬
tion and employment. Defends
budget expenditures and lays
deficit to tax reduction passed
by 80th Congress. Calls for co¬

operation in promoting and ex¬

panding economy.

President Harry S. Truman,
backing up his Economic Report
to Congress, delivered over
a nation-wide hook - up,

on July 13, a
half hour ra¬

dio address, in
which he ac¬

cused "selfish
interests"
as seeking a

depression for
business # rea¬
sons and de¬

fends a pro¬

gram of gov-
e r n m e n t

expenditures
and deficit fi¬

nancing as a
means of

bolstering the
; declining
economy. . 7.; 7;
.7 The text of the President's radio
address follows: „ ,.,

c My fellow citizens:
I want to talk to you tonight

about our country, about its fu¬
ture, and about its importance to
the hopes and aspirations of man¬
kind. •: T-v.7;\V.7''':7
i It is a good thing to stop and
think about where we are, where
f (Continued on page 26)

Fiscal Control of the Business

Cycle—In Practice
By JAMES F. HUGHES

/ Auchincloss, .Parker & Redpath

Market economist, analyzing Federal Reserve's recent change in
open market policy, predicts on basis of 20-year record, result will
be commercial banks' increased holdings of government securities
in lieu of hoped-for private borrowing. Asserts "New Era" bull mar¬
ket in bonds may'entail seriousiiiyurious results on industry. Terms
as dogma current reassurances that there have been no financial
excesses, maintaining they have been governmentally rather than
privately created, and contraction will be accompanied by major

business decline and stock market fall to low 150's this year.

Recent developments sug-<
gest the possibility that the

.$>-
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United States Treasury, con-
i ; . r •/ \> sciously or un-

7 consciously,; is
. preparing tfor

/another period
! of direct fis-

cal aid to the

business cycle.
Federal Re¬

serve officials

on the night of

Tuesday, June

28, 1949, an¬

nounced a

change in pol¬

icy governing
their open - market ^operations.
The Federal Reserve Open Mar¬
ket Committee, after consulta¬
tion with the Treasury, indicated
that it would allow prices of U. S.

Treasury securities to rise more

freely. At least, this was the way
the announcement was interpreted

by most newspaper and financial
commentators. > :;7v:.v
As pointed out by the "Wall

(Continued on page 28)
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EDITORIAL

The Muddled European Situation
By MELCHIOR PALYI

Dr. Palyi sees, as result of recent Foreign Ministers' Conference, a
- negative agreement that "Germany be kept down." Cites factors
and policies to keep Germany economically weak, and asserts

*'*■ Western Zones of Germany are in a crisis. Contends Britain's aim
is to keep Germany down so as to eliminate threat to her baclly
shaken commercial position and says basic problem in Europe's .

economic situation arises from high production costs. Calls Mar¬
shall Plan a "stillborn project."

v-
,

Not long ago, an outstanding German politician, visiting a friend
in London, was introduced to the Labor Party's leading Parliamen¬
tarian expert on Germany. "What chance is there for my country?"
the German asked. "None, so long as Bevin is in power," was the

— ^answer. The
outcome of
the * Foreign
M i n i s te r s'

Conference in
Paris fully,,
confirms this.
After the
smoke of of¬
ficial propa-..

ganda has
settled —with

all sides

claiming vie-
to ry, and
none beihg
able to pro¬
duce a single
step forward
—is the time to appraise the true
results of that conference. Three
things stand out.

First, East and West did not
agree on any of the relevent is¬
sues, such as German peace

treaty and unification, Berlin
currency and trade, and Austrian

We See
; ; ;; Reaping What Was Sown Last Autumn
The behavior of the stock market after the election last

fall, and, for that matter, the tendency of business ever since
that major "surprise," afford'ample evidence that the-in¬
vestor and the managers of American enterprises felt and
stil} feel a good deal -pf uneasiness about the ultimate effect
of the campaign upon which President Truman succeeded
in returning to the White House for a term of four years
"on his own," as it were. We do not see how the events of
the past two or three weeks could have done other than to
increase the feeling of uncertainty on this score.

It is now common to hear it said that the so-called

economic message of the President to Congress last
week was reassuringly moderate in tone and content,"*
even though, according to many, its reasoning was shot
through from beginning to end with, fallacies common

to the day. It is even being said in "politically informed"
circles that the message must be regarded chiefly as an

effort to make use of the altered situation and outlook

(Continued on page 31)
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Dr. Melchior Paly!

treaty. "
Secondly, in spite of all dis¬

agreement and emphatic talk,
there was none of the mutual

(Continued on page 24)
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The Coming Stock Market Rise
V By ANTHONY GAUBIS*

Investment Counselor
,

Depicting as "nonsense" current talk of a three-year stock decline, Mr. Gaubis forecasts rise through
1947-48 highs to 190-210 level. His economic reasons therefor include: (1) at least temporary busi¬
ness reversal with inventory-replenishment; (2) Congressional unwillingnes to enactor. Truman's more
radical proposals; (3) low price-earnings ratios; (4) great bond-stock yield spread; (5) Federal;
Reserve removal of certain pressures; hnd (6) postponement of British devaluation threat. Discounts

"

. *.■*:>' bearish deductions from socialization and war threats. ; '

I will try to do the best I can in discussing the market outlook at a time when the out¬
look past the next 60 to 90 days is somewhat clouded by the possible repercussions of the
current showdown between politics and sound economics.' I refer, of course, to the fight for

the f o u r t

Anthony Gaubis

round of wage
incre ases,
which may
well prove to
be the - most

significant
market devel¬

opment since
Nov. 2, 1948.
As y o u

know, there
are two basic
methodsor
a pp roaches
which the
marKet stu¬

dent ca n use

v;; V in; trying to-
appraise the market outlook.
These are generally classified as

being economic or fundamental on
the one hand and technical on the
other. I have found that both

types of studies can be helpful
provided that we do not park our
common sense and let any single
approach dominate our thinking.
I believe also that it is important
that we do not let any approach
influence our judgment unless it
is both logical and has been
tested out in actual practice for a

long period of time.

Rise to 190-210

On the basis of the studies
which I have found to have the
highest" batting average over the
past ten years or longer, the prob¬
abilities favor a rise in the Dow-
Jones Industrial Average to
somewhere between 190 and 210,
or 5% either side of the 200 level,
by early Fall. In making this
prediction, it might be only fair to
warn you that my judgment may
be influenced by the fact that I
have been maintaining, ever since
October, 1946, that the 160-170
level in the Dow-Jones Industrial

Average -was not likely to be
broken at any time in 1947 or

1948, or during the first eight or
nine months of 1949, and that we
should not see a real bull market
peak until either the Spring or
Fall of this year. So far, the
expectation of real support at or
above the 160 level has proven

correct, in spite of the extreme
beariShness throughout financial
circles in May, 1947, in February
and March of last year, and again

*A talk by Mr. Gaubis before
the Analysts Club of Detroit, July
19, 1949.

in June of this year. The actual
low of the Dow-Jones Industrial
Average so far this year has been
160.62, as compared with a low of
160.49 in October, 1946. All of the
talk about a "three-year decline"
in this particular Average is just
nonsense, and certainly academic.
We would have to ignore stock
dividends and the fact that a ma¬

jority of the stocks in the Dow-
Jones Industrial Average made
their lows in 194-3 or 1947 to take
the- three-year' bear market"
school of thought very seriously.

. Elections Lowered Sights

I had been ' expecting a bull
market high of 10 points either
side of the 250 level, by sometime
this year, but this objective was
based partly on the assumption
that the Republicans would follow
up their Congressional victories of
November, 1946, in the elections
of last November. The unfortu¬
nate outcome of this election has
forced me to lower my- sights by
20%, which is the allowance I
have found must be made for the
illusive factor of "confidence."
With this 20% adjustment, we ar¬
rive at an objective of 5% either
side of the 200 level in the Dow-
Jones Industrial Average/ which
happens to coincide with a num¬
ber of long-term technical objec¬
tives which I have discussed with
several members of this group
from time to time during the past
two years. ■

Bullish Economic Reasons

My fundamental or economic
reasons for expecting industrial
stocks, as a group, to rise during
the next few months to about or
above the highs of 1947 and 1948
include:
■■ (1) The prospect of at least a
temporary reversal / in general
business activity during the third
quarter of this year. I base this
expectation partly on the fact that
I have found many large compa¬
nies have been limiting their pur¬
chases of raw material during re¬
cent months to only a small frac¬
tion bf their current requirements..
As a result, inventories of many
products have been reduced to a
point where these companies will
have to increase their rate of buy¬
ing during the months immediately
ahead. While there has been an

inverse rather than a direct cor¬
relation between business activity

INVESTMENT
SECURITIES

Public Utility
Industrial

Railroad

Municipal

AC-AUYN^mCOMEANY
I| Incorporated

|] CHICAGO
NEW YORK BOSTON PORTLAND, ME. PHILADELPHIA MILWAUKEE

MINNEAPOLIS OMAHA KANSAS CITY WATERLOO FLINT

and stock prices ever since V-J
Day, we do need at least a tem¬
porary recovery in business ac¬

tivity to cancel out the effects ol
the propaganda which has had
such a pronounced effect on psy¬

chology in the past few months.
(2) Even the pessimists are be¬

ginning to admit that there is no
danger that the President can

force through Congress the type
of legislation which he demandec
of the special session which he
called last summer. The Presi¬
dent's mid-year economic mes¬

sage also eliminates any prospect
of adherence to the campaign
promises of 1948, which called for
economy in Federal spending and
a balanced budget, to prevent any
further inflation.

J3) Stocks are selling at a lower
ratio to prospective earnings for
the current year than has been
true at around the year's lows at
any time between 1926 and 1946..
Specifically, our estimates indi¬
cate that the earnings for the
Dow-Jones group of stocks this
year will exceed $18 a share. At
the recent low of just above 160,
this group of stocks was selling
for only about nine times our
minimum estimate of earnings. In
no year between 1926 and 1946
did stocks sell at below nine times

earnings, and in 19 of these 21
years, they sold at highs of at
least 14 times earnings at some
time during the .year. From this
particular approach, there is much
more room on the upside than
there is on the downside, even
without expecting price-earnings
ratios to reach prewar levels. (In¬
cidentally, it cannot be said that
this year's earnings are meaning¬
less, "because they include in¬
ventory profits," as was true in
1947 and in 1948.)

(4) The spread between the
yields on stocks as compared with
high-grade bonds is now about as
wide as it has been at such major
buying points as the summer of
1932, the spring of 1938, and the
spring of 1942. To be sure, many

corporations will probably reduce
their rate of payments during the
six to twelve months immediately
ahead, but this is beside the point:
such a development was witnessed
in the last half of 1932 and in the
last half oi 1938, and it is obvious
that this was not a valid reason

for being bearish on stocks in
June, 1932, or in the spring of
1938.
> (5) Over the past few months
we have witnessed a complete re¬
versal of Federal Reserve policy.
This does not mean, of course
that business and stock prices will
immediately advance, but it does
remove' certain pressures which
have had a definite adverse effect

(Continued on page 31)
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The Robert NathanWage Reports
—Errors and Fallacies

By ELISHA M. FRIEDMAN

Consulting Economist,
•

, . , Chairman, Econometric Institute

Mr. Friedman charges Mr, Nathan with special pleading that advo¬
cates increased wages as the remedy for both inflation and deflation.
Asserts this would place burden on consumers and price steel
workers out of labor market. As alternative, suggests sliding scale
of wages adjusted to profits, cost of living or percentage-of-capacity

operations. . - *

Introduction

In releasing the Robert Nathan reports on the fourth round of
wage increases, the CIO officials call him a private consultant and
present his report as a scientific analysis of an impartial expert. How¬
ever, Mr. Nathan speaks as a speciaLpleader.or a retained counsel. He

""

ratio nalizes^
i : the fantastic

demands of

the union by
irrational eco¬
nomics. There¬

fore,: his re¬
port attracts
attention. ' So

would a ny
man < walking
down Fifth
Avenue on his

hands, instead
of his feet.
The report

attracts atten¬
tion in Wash-

,v'i.f,. ington because
the unions have organized 'labor
as a political pressure group. But
because stockholders are not so

organized, their cause is not heard.
For the ten million stockholders
in the United States, the owners
or employers, there should be an

analogous report.

Elisha M. Friedman

What Are the Facts?

In his first report, Mr. Nathan
states that most businesses could

grant substantial wage increases
without increasing selling prices.
In his second report, he states
specifically that the steel industry
could increase wages substantially
and still earn record profits at
much less than capacity produc¬
tion. He states, for example, that
the U. S. Steel Corporation, oper¬
ating at 90% of capacity, could
increase wages 20c per hour, cut
prices 5% and earn the equivalent
of 1948 profits, assuming current
josts remain stable. He urges that
wage rates should rise when
profits increase, but he does not
urge that wage rates should de¬
cline where profits have sharply
decreased.

What Would Be the Effects of a

Fourth Round of Wage
Increases?

Wage rates in the steel and
automobile industry have in¬
creased substantially more than
the cost of living if one takes the
year 1939 as a base. This means

that unorganized labor, the white
collar workers, the employees of
the Federal, State and' city gov¬

ernments, widows, pensioners and-
beneficiaries of insurance annu¬

ities, and those whose wages have
increased less than the cost of liv¬

ing are subsidizing union labor,
already best paid. -

A rise in union wage rates re¬

quires a rise in selling prices, paid
by the rest of the community. The
rise cannot come out of dividends,

becausie ift the national income ac¬

count compiled by the U. S. De-r
partment of Commerce, dividends
over a period of 20 years consti¬
tutes between 3% and 4% of the
national income and wages con¬
stitute about 70% of the national
income. A relatively small rise in
wages without increasing selling
prices would, therefore, wipe out
dividends. No system, whether
private enterprise or State enter¬

prise, can operate under such con¬

ditions.':,:;: . .... • iV ... ■

The danger is that wage rates
always become a permanent rigid
charge, a fixed and inflexible cos

based on transitory profits for
some particular quarter-year. Bu
these profits are not permanent
The stock market since 1946 hat
refused to rise, on the clear as¬

sumption that these high earning
will not last. Further, as Europe
recovers, American steel pricer
will be out of line with worlt

prices and American workers wil.
lose their jobs when steel export
wane. But even in domestic busi¬

ness, the same sequence applies
Increasing wage rates causes ris¬
ing costs, rising selling prices, ris¬
ing cost of living, then consumer
resistance and finally, declining
volume and less employment. Th<
worker ultimately, prices himself
out of the labor market.

Mr. Nathan makes a point that
it is better to raise wages than tc
lower selling prices. Better foi
whom? Ask the broad masses ol
the consuming public. Lowering
selling prices in recessions is the
law of a free, competitive marker
and applies democratically to all
consumers. > Raising wages for a

minority is the result of monopoly
power - exercised by union oli¬
garchy. Only recently has one

courageous Congressman askec
that the Sherman Anti-Trust Act
be invoked against such monopoly
power. :v.'^ r'/V,V....; n
Mr. Nathan urges that these

temporary profits be paid out in
the form of permanent increase;
of wage rates. But this raises an¬

other question. Is it not better
for corporations to use the extre
profits as a reserve for future ex¬

pansion and as reserve cash tc
pay wages during depressions? Or
is it better to use up these re¬

serves and leave the corporation
stripped and naked and unable tc
defend itself? Then the inevitable
result is that > the Government

launches a public works program
a PWA. That New Deal approach
was tried from 1933 to 1939 witf

(Continued on page 33)
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INCORPORATED 1923 ?

30 FEDERAL STREET, BOSTON IB ?
HUbbard 2-3790 Teletype-BS 128

Perfection Stove

Company
BOUGHT— SOLD — QUOTED

WM. J. MERICKA & CO.
Incorporated

150 Broadway . : New York
Member Cleveland Stock Exchange ]

•? Union Commerce Building
CLEVELAND

Whether It's Hot

Or Gold
Be sure to read "Our

Reporter's Report" col¬
umn every week in the
"Chronicle" to see how

those new issues are

going.
1

FOURFOLD RESULTS

for your dollar , .

Your financial advertising dollar

gets fourfold results in The New
York Times, . . because The

Times has four audiences in one:

banking officials, corporation ex¬

ecutives, professional and institu¬
tional security buyers, and the
individual investor.

Sfjc Keto Hark Simcs
"All the News That's Fit to Print"

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



i

4 (260) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, July 21, 1949

Small Capilal Issues and the Public Interest
By HARRY A. McDONALD*

Commissioner, Securities and Exchange Commission

Commissioner McDonald intimates raising SEC registration exemption on new issues from $100,000 to J
$300,000 in many cases has led to sacrifice of investor protection. Says it is now main responsibility
of state regulatory commissions to protect investors in small issues against fraud. Advocates greater
underwriter participation in distribution of sound small business securities, and outlines sales informa-

nun which should be furbished public in new securities distribution. ,

I am happy of this chance to meet with those who are in the business of regulation and
to personalize the effective cooperation whic 1 has developed through the years between
the State Commissions and the SEC. We ou jht not restrict that cooperation to the formal

of

Harry A. McDonald

^ .. a 1111 e 1 s

wiitten com¬

munications.
The ambiguity
of the printed
word was

brought home
io me after a

a ece.it talk I
mad3 in Phil¬

adelphia. Dis¬
cussing the
uazards of
market prog¬
nostication
and my in¬
ability to tell
what the mar¬

ket was going
to do next, Tremarked facetiously
that the SEC has 1,137 registered
investment advisers, and that ? I
was not one of them. This talk
was publicized. Within a few days
I received a letter from a Con¬

gressman on behalf of one of his
indignant constituents wanting to
know what the Securities and Ex¬

change Commission needed with
all those investment advisers!
A meeting of this sort helps to

clarify the problems we connont
together.
It seems to me that ours is a

dual task. We must stop fraud in
the sale of securities. We must
also facilitate the flow of capital
to legitimate business enterprise.
Sometimes it is like being a circus
performer riding two horses
threatening to take oi in sena-

rate directions. But as we gather
experience in the ch"'T? e is i?s of
each steed, we shall in time find
the balance which best suits the

public interest. •

; One subject we pp- ^j^uss to
advantage is regulating the sale
of securities under the Securities
Act of 1933 to raise small amounts
of capital. Both you and I know
—this is a perennial. Neverthe¬
less, we are acquiring a good deal
of experience in this field of
seemingly contradictory objec¬
tives. While we cannot hope to
solve all of the prob errs tonipht.
perhaps we can make some prog¬
ress.

How can we balance the differ¬

ent, and at times conil "tir. s. inter¬
ests of the issuer, the investor,
and the general public? Where
does the public interest lie?
The phrase "in the public inter¬

est and for the protection of in¬
vestors" appears repeatedly in the
Federal securities acts. It is found
in many of the State blue sky
laws. Basically, "the public inter¬
est" in the ultimate touchstone of
all we do in the regulatory field.
Of course it has meanin? only
through application. Different
men will employ it differently,
each according to his nature, his
experience, and his personal out¬
look.

Advances in Securities Regulation

V Securities regulation has come a

long way in the last two decades.
The State blue sky laws and the
Federal securities acts, combined
with the mail fraud statute, have
substantially lessened the oossibil-
ity that the investor will be de¬
frauded. The stock swindler's
field of activity has been drastic¬
ally circumscribed by this pattern
of regulation. But he has not been

issues are a favorite vehicle for
fraudulent activity. Investors also
stand to lose in small businesses
that sell stock to the public al¬
though their financial condition
may be poor, or before their mar¬
ket or their product is adequately
tested. ( •

, v;
one doesn't have to look far for

the reason. Small issues are not
regulated as carefully or as com¬
pletely as the larger ones. '
This has always been a country

of small beginnings, of individuals
starting in a new endeavor, build¬
ing and working to better things.
Our national philosophy favors
individual enterprise, particularly
what has come to be called "small
business." The Congress has ex¬

pressed this favor historically in
the form of special benefits to
small business such as tax exemp¬

tions, contract preferences and
special loan facilities. They ex¬
pressed the same philosophy in
the Securities Act of 1933 by giv¬
ing the SEC authority to exempt
securities from registration where
;he small amount involved or the
limited character of the public
offering makes registration not
necessary— and here the phrase
reappears—"in the public interest
and for the protection of inves¬
tors." Initially, the limit of this
exemption was $100,000. In 1945
the Congress raised, the amount to
$300,000. . „ /
The SEC has proceeded cau¬

tiously in opening this exemption.
Every relaxation is at the price
of investor protection. Undoubt¬
edly, many going businesses, need¬
ing a small amount of additional
capital, have been able to use to
advantage the exemption for small
issues known as Regulation A.
Generally speaking, issuers of this
type have- dealt fairly with in¬
vestors and have provided suffi¬
cient information to them. But
there are some which have not
dealt fairly. Consequently, there
are those who feel that the pro¬
tective standards have been fe-
laxed too far, and that more infor¬
mation than the present Regula¬
tion A provides should be re¬
quired. There is some merit in
this contention, as we shall see.

Regulation A

Regulation A has an interesting
history. Early versions required
the use of a simplified prospectus
in certain situations. In 1940 the

regulations were completely re¬
vised. In place of the attempt at
required, though limited, disclo¬
sure, emphasis was shifted to su¬
pervision and policing.
I am not going to enter into a

technical discussion of the terms
and conditions of Regulation A.
Basically, it provides that, with
certain exceptions, issues up to
$300,000 in any one year are ex¬
empt from the registration re¬
quirements of the Securities Act
if the issuer files what is called
a Letter of Notification with the
local regional office of the SEC.
There is no charge for this as you
know. It must also file copies of
any selling literature it proposes
to use.

The letter of notification is ex¬

tremely simple. It identifies the
completely eliminated. It is gen- issuer. It names the officers and
erally recognized that today small directors. It names the under-

| writers. It names those on whose
*An address by Commissioner behalf the offering is to be made.

McDonald before the 32nd Annual, There is a brief description of the
Convention of the National Asso- j securities to be offered, and the
ciation of Securities Administra- amount, together with underwrit¬
ers, Richmond, Va., July 11, 1949.1 ing discounts and commissions. If

the sale is on behalf of the issuer,
the proposed use of the proceeds
is given. It also lists the states
in which it is proposed to offer
the securities. ,

Although the letter of notifica-,
tion is a public record, it need
not be given to investors and, in
fact, rarely is.. Even if it were,
the information is too scanty to be
of much use. It does not require
balance sheets or operating state¬
ments; the capital structure is riot
given; the terms of other out¬
standing securities are not de¬
scribed; the business of the issuer
is not described; selling litera¬
ture need not be used; and there
are missing other items of in¬
formation ah investor would heed
for an informed appraisal of the
security.
The purpose of the letter of no¬

tification, as it name indicates, is
to notify the SEC that securities
of the type described are about to
be offered for sale.
What do we do with this infor¬

mation? The regional office re¬
views the filing foi^completeness,
and determines on the basis of the
information presented,, whether
the exemption is available. The
selling literature is also looked
over. The issuer is notified of any
apparent misrepresentations or
omissions which may be found.
Generally correction is made be¬
fore the offering begins.
Meanwhile a copy of the filing

has been sent to the main office
in Washington. A check is made
to see whether the $300,000 limit
for the year is being exceeded and
on the basis or available informa¬

tion, whether the other conditions
for exemption are satisfied. The
names of the principals are com¬

pared with the master securities
violations file we maintain. Regu¬
lation A, as you know, is not
available if the issuer or a pro¬
moter connected with it, or any

person in a control capacity has
been convicted within five years
of a crime involving the saie of
securities or is subject to an in¬
junction. The selling literature is
reviewed, and the expert staff of
the Commission consulted on

technical problems. The Washing¬
ton office also prepares a weekly
report of all letters filed, and ex¬

tracts information which is dis¬
tributed to our regional offices
and to the State Commissions.
This informs them of issues likely
to be offered in their territories.

The Gold CrisisJit Britain
By PAUL EINZIG

Commenting on decline of £65 millioqs in British gold reserve, Dr.
Einzig ascribes it mainly to fall in prices and in quantities of raw
materials exported from Sterling Area to U. S. Says gap cannot be
filled by exports of British manufacturers, and British workers
must realize only solution is greater productivity or wage cuts.

LONDON, ENGLAND.—The announcement that during the sec¬
ond quarter of this year the British gold reserve declined by £65 mil¬
lion in spite of the assistance received through Marshall aid acted
as a danger signal indicating the presence or imminence of a crisis.
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Dr. Pad Einzig

In prewar <S>-
con d i t i o n s

such a - crisis

would have

assumed
a much more

s p ectacular
character.

There would
have been a

steady outflow
of funds, both
British and

foreign -

owned and the

bank rate

would have
been raised
to check the .

movement. This, together with
the tightening of money market
resources, would have caused an
all-round rise of interest rates.
The outflow of gold itself would
have been publicized as and when
it occurred. Under the prevailing
system of controls the prewar
barometers have been put out of
action. It is only the sales of
gold that indicates which way the
wind blows. And from this point
of view it is unfortunate that even
this barometer is only allowed to
register the changes once in every
three months. While under Mr
Dalton the Treasury published
monthly gold figures, Sir Stafford
Cripps decided early in 1948 to
publish quarterly figures only.
This means that for the greater
part of each quarter the public is
left in the dark about the extent
of gold losses.
In the present instance the ab¬

sence of more frequent figures led
to a crop of rumors during the
weeks that preceding the an¬
nouncement of the quarterly fig¬
ure. It was alleged by some that
losses would amount to £70,000,-
000, by others that they would
attain £80,000,000. Even £100,-
000.000 was mentioned. As a re¬

sult, when the actual loss of £65,-
000.000 was announced most peo¬

ple's reaction was one of relief.
It was not, after all, as bad as
they thought. This is a pity, for
nothing short of the full realiza¬
tion of the gravity of the situation
could induce the public to make
the necessary effort and accept
the necessary sacrifices.

- To a large extent the gold losses
were the result of circumstances
over which the British Govern¬
ment and the British people had
no control. The fall in the prices

Mn,tnfvnn^ and quantities of raw materialsMost of you are familiar with this | exporied by the sterling Area to
the United States could not have
been prevented by any British

report.

Protection Sacrificed

can see, these proce-

Investment

As you
dures are aimed at protecting the
investor by assisting the law en¬
forcement agencies to be on the
lookout for fraud. They do not
give the investor the tyne of in¬
formation which the Securities

Government action or by any

exertion by the British people.
Nor could the fall in the American
demand for British manufactures
wholly be attributed to unduly
high prices; it was largely due to
the American business recession.

Act makes available for registered Nevertheless, it would be deplor-
i m_ J.1 •_ +V.TO fVio Incn nf
issues. To this extent, investor
protection is being sacrificed in
the process of facilitating the fi¬
nancing of small issues.

able if, owing to this, the loss of
gold came to be regarded as an
act of God in face of which the
British people and its government

I know from my own experi-i must helpless. _ There is
ence of the danger inherent in deal which could be done on
such a situation. As a young man! initiative, by increasing
working my way through the uni-1 °U^PU1 .ai}d making prices
versity, one of the first things I jmore competitive,
did was to sell stock in a tire and | At the same time, since the
rubber company which was at! major part of the loss of dollar
that time being organized. It was earnings was due to the decline of
strictly a promotion, but I was too the proceeds of Sterling Area raw

ket is not prepared to absorb at
present any such increase. So it
is suggested that the United States

1 Government should increase its

stock-piling purchases of raw ma¬
terials from the Sterling Area.
Unfortunately, this remedy is es¬

sentially temporary, for American
Government-owned stocks of raw

materials cannot be piled sky-
high.

Where, then, lies the remedy?
Not in any ingenious financial
conjurers' trick. Nor in any
single policy such as large-scale
budgetary cuts for instance. The
reduction of government expendi¬
ture would of course be helpful,
since it would enable the govern¬
ment to lower taxation, and this
would result ' in a reduction of
costs. Taxation figures in the cost
of any products more than once,
since it is added to the wages and
salaries, to the manufacturers*
costs arid to the wholesalers' and
retailers' prices. Even so, a re¬
duction of taxation by, say, 25%
is not likely to result in a reduc¬
tion of prices by more than a
fraction of that percentage. In
itself it would not be sufficient to
restore Britain's competitive ca¬

pacity.
A reduction of wages is at pres¬

ent out of the question. Indeed,
the government would be very
pleased if it were able to prevent
any further increases. But an in¬
crease of the output would obviate
the need for wage cuts. Accord¬
ingly the government is concen¬
trating much effort on a campaign,
to induce the workers to increase
their output.
The worst of it is that the work¬

ers are not adequately impressed
by the gravity of the situation.
For a long time £ 500 million was
declared to be the safety limit of
the gold reserve. Now it is down
at a little over £400 million, and
yet there are no visible effects of
this fall on the living conditions
of the workers. Perhaps when it
becomes necessary to cut rations
that may go a long way towards
bringing home the realities of the
situation. r

Patton Pres. of

Frederic H. Hatch Co.
Henry H. Patton has been

elected President of Frederic H.
Hatch & Co., Inc., 63 Wall Street,
New York City, succeeding Clar¬
ence J. Dauphinot who has re¬
tired. Clarence J. Dauphinot, Jr.,
has been elected vice-president of
the firm and will be its represen¬

tative in Rio de Janeiro, Brazil,
Charles W. B. Wardell, Jr., is
secretary and treasurer.

Two With King Merritt
(Special to The Financial Chronicle)

LOS ANGELES, CALIF. -
George D. Hansen and Charles J.
Bassett are now associated with
King Merritt & Co., Inc., Cham¬
ber of Commerce Building. Mr.
Hansen was previously with C. E.
Abbett & Co., and Slayton & Co.,
Inc. '■ :

inexperienced to realize it. The
company never attained a com¬

petitive position, although it may
have produced a few tires. The

■

(Continued on page 27)

material exports, it would be too
much to expect Britain to fill the
gap by a corresponding increase
of manufacture exoorts to the
Dollar Area. The American mar-

Joins R. G. Lewis Staff
(Special to The Financial Chronicle) |

ROCKFORD, ILL.—Henry B.
Doerr has been added to the staff

of Robert G. Lewis, Rockford
Trust Building.
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Corporate Working
Capital at New Higk '
Securities and Exchange Commis¬
sion estimates at end of first

quarter of 1949, amount reached
record level of $65.8 billion, a

3 months' increase of $1 billion.
The net working capital of U.

S. corporations increased during
the first quarter of 1949, reaching
a new record level of $65.8 billion
as of March 31, 1949, according to
the quarterly analysismade public
on July 19 by the Securities and
Exchange Commission. During the
three months, January tnrough
March 1949, working capital in¬
creased $1.0 billion, resulting
from a decline in current liabil¬
ities of $2.7 billion, .only partly
offset by a decline of $1.7 billion
in current assets. During the pre¬

ceding quarter net working cap¬
ital declined somewhat, about
$600 million.
• In addition to the $1.0 billion in¬
crease in working capital, it is
estimated that corporations in-
Vested $3.9 billion in plaht and
equipment during the first quarter
of 1949. To finance this expan¬

sion, ^corporations secured $1.2
billion from external sources—

$1.0 billion from long-term bor¬
rowings and $200 million from the
sale of new stock issues. Internal

sources — depreciation accruals

and undistributed profits --pro
vided the remaining $3.7 billion

required by corporations for cap¬

ital expansion.
As for the components of work¬

ings capital, most items of current
assets and liabilities 'declined dur¬

ing the first quarter of 1949 from
the levels of Dec. 31, 1948. Cash
declined $600 million to a level
of $23.4 billion, but U. S. Govern¬
ment securities increased slightly
to $14.0 billion so that the propor¬

tion of current assets represented
by these two liquid items re¬

mained about the same as at the

year-end.
Notes and accounts payable de¬

clined by $2.6 billion during the
first quarter of the yeqr to a level
of $34.6 billion, almost all of the
decline being in trade notes and

accounts payable. Notes and ac¬

counts receivable decreased also,
but only by $1.2 billion, to a level
of $37.5 billion. The decline in

corporate payables net of receiv¬

ables more than accounted for the

increase in net working capital.
Inventories remained at about

the same level as at the year-end.

$48.5 billion, and there was little

change in other current assets.

Federal income tax liabiliti9s-d^-
creased by about $400 million,
while other currerfFltabilities in¬
creased about $300 mi\lion.

Joins Sessler Staff
(Special to The Financial Chronicle)

: CHICAGO, ILL.—Howard El-

lingsen is with John G. Sessler &

Co., 10 Post Office Square.
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. ; The past week's most important happening in the business world
was the announced postponement'of the threatened steel strike that
was set for Friday midnight, July 15,~ when Philip Murray, President
of the CIO United Workers Unionr finally ordered its members to
stay on the job. Then after several telegraphic communications with
the White House, the U. S. Steel Corporation, the Bethlehem Steel
Co. and the Republic Steel Co. reluctantly yielded to President Tru¬
man's 60-day truce proposal. Irrespective of the law of the land, the
Taft-Hartley Labor Act, President! Truman by-passed the procedure
which the occasion demanded and instead imposed a three-man fact¬
finding board to * investigate the contentions and1 report the recom¬
mendations within 45 days. The gentlemen selected for this search
and recommendation assignment include Carroll R. Daugherty, Pro¬
fessor of -Business; Economics at Northwestern University, as Chair¬
man; Samuel I. Itosenman, lawyer of N. Y. City, and David Cole,
lawyer of Paterson, N. u

From the outset, Benjamin F.i Fairless, President of the United
States Steel Corporation, informed President Truman that his com¬

pany distrusted the method and doubted the result and would not
obligate itself to accept as binding the results of a three-man political
board.

_ . ,

Only time will show whether this steel fact-finding board, like
its predecessors, will or will not be a political auxiliary to the Admin¬
istration. The board will hold public hearings in New York beginning
July 28. yy■■•vyv:>.y v

The understanding is that the Board's recommendations are not
to be binding on either the steel companies or the union.

Ernest T. Weir, the honest old bell-wether steel man, Chairman
of the National Steel Corporation, the fifth largest steel producer,
doesn't mince words when he summarizes conditions in the country's
key industry. Mr. Weir is reported to have expressed it as his opinion
that steel output may hit 65% of capacity before the end of 1949 and
the industry will have trouble "breaking even" if it does. This drop
in production would mean a 12-to-13-point decline from present
levels.

As typical of the whole industry, Mr. Weir says that earnings
in his company will be on a declining rate over the remaining six
months of 1949 with the third quarter earnings lower than the second
quarter. Mr. Weir believes that the steel companies have made a
"terrible mistake" in letting the wage dispute go to a Presidential
fact-finding board that has power to make recommendations for a

settlement, as he contends that a fourth wage increase is not justified
"at this time" and that industry cannot now afford to do anything that
would increase costs. 1 •, ■ ■

-Mr. Weir does not agree at all with the reported statement by
Robert R. Nathan that the "break-even" point in the industry is at
one-third of capacity. Mr. Nathan is a former New Deal economist
the CIO recently engaged to brief their side of the controversy.

Mr. Weir, who has been in the steel industry for "only 60 years"
and should know a little about it, stoutly says he "doesn't know where
the break-even point is" and that "nobody knows until he gets there"
and "but when we get to 65% we will have a lot of trouble break¬
ing even." - • *•*.>.

Our good friend and contemporary, Louis Guenther, editor o| the
"Financial World," in his July 20 editorial article, frankly accuses Mr
Nathan of flouting realities and providing "incomplete and distorted
statistics to bolster fallacious reasoning leading to. a foregone con¬
clusion." • i ,

■ J;'!';': V I .V/;'; ~C... ; *'; * * ; ^

On the favorable side of tik€*picture this week, we should mention
that the flotation of corporation securities, both stocks and bonds,
in the United States durinef the month of June, which totaled $1,242,-
007,042, was the largest monthly total since December, 1947, when
$1,015,705,814 was recorded. To quote from our analysis in last Mon¬
day's (July 18) issue of tie "Chronicle" (page 3):

. "The remarkable showing for June was achieved despite the pre¬
vailing dull market for newissues. The large total for the month can
be attributed in no small part rp the $385,325,000 American Telenhone
& Telegraph Co. 3.% % convertible debenture issue which was offered
for subscription by stockholders. This issue alone accounted for over
31% of the total. Another factor contributing to the month's financ¬
ing was the great number of private issues, in all aggregating $342,-
011,000, or 27% of the total. I (;;Y

"Of the monthly emissions $1,211,487,818, or 97.6% was for new
money purposes and $30,519,224, or 2.4% for refunding. Thus the
trend of financing held to the saxpe pattern for the 35th consecutive
month showing new money greater than refunding operations with
the exception of May, 1947. V

"For the month of June public utility issues accounted for $921,-
539,752, or 74% of the total, other industrial and manufacturing.
$181,547,700, or 15%; railroads, $59,985,000>.or 4%, and all other cate¬
gories, $78,934,590, or 7%. \

This noteworthy $1,242,007,042 record orcorporate issues for June
(Continued on page 34)
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By A. WILFRED MAY

A. Wilfred May

More on Raising Stockholder Confidence i

The mailing of interim reports to stockholders by Hart, Schaffner
& Marx is laudable not only as a routine, constructive contribution
to stockholder enlightenment, but also and more especially because

of the acceleration of reporting and frank dis-
, closure by this company have been initiated in
V the midst of a recessionary period iand declining
M

earnings. Accompanying a 6-months consolidated
statement of profit and loss which shows a 39%
earnings drop from last year, is the following
statement from President Kestnbaum:

'

: TO STOCKHOLDERS: 1 " .

"In view of the changes that are taking place
'

in the business situation, we | believe that our
; stockholders would like to receive interim re¬

ports of the Company's progress. The results of
, operations for the first six months of the current

" fiscal year are shown below. , • , ■ ■ . ,

"For the six months ending May 31, con¬
solidated net profits are $1,005,447 as compared
with $1 623,180 for the corresponding period of

> last year. Narrower margins, both at wholesale
and at retail have had the effect of reducing

profits appreciably. We must expect that this trend will continue
for the rest of the year. Our industry faces a period of readjustment
and it is evident that we shall experience cautious buying until the
price situation has been clarified.". 'V' ;

Vagueness With Dividend Omission

Conversely, the withholding of interim information as cause of
bad-will—particularly at a time of dividend reduction—is indicated
in the following letter just received from a correspondent. We have
been apprised that stockholders' repeated vigorous attempts to se¬
cure definitive interim income and asset information, in lieu of the
comparatively vague text from the chairman, have been refused.
Stockholders contend that the publication t>f favorable quarterly sales
figures, as required by the SEC, in conjunction with the dividend,
omission, makes earnings information particularly necessary.
Dear Mr. May: " . ;

In view of the recent discussions in your column on Management
Stockholders' Relationships, I am writing this letter to call your
attention and that of your readers to an unusual situation. ;

■, chairman of theOn June 23rd, Mr. company,

wrote a letter to stockholders, a copy of which I afh enclosing,

explaining the necessity for the discontinuance of common stock
dividends. :.v' AvV •"'.

This stock is now selling at $6 a share. In the six years—1943

through 1948 Co. reported earnings, after cash dividends paid
on preferred and common stocks, aggregating $18,702,000, or $12.60
a share. During this period the company increased its working capital
by $5 a share, decreased its senior securities by $4 a share and in¬
creased net plant account by $2 per share. > -

r It appears to me that the low market appraisal of the value of
these shares may to some extent be due to the failure of the manage¬

ment to discuss more frankly with its stockholders the problems

which face the company. I know that the industry has always main¬
tained that quarterly statements, due to the seasonal nature of the
business, might, if published, give a false impression of the condition
of the business. I do think, however, that in view of the share record

(Continued on page 35) '
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President Sees No War Ahead
In address at Chicago, he declared world is tired of lies, propaganda and hysteria created by dictator-

J ships, and will return to democratic principles. Urges strong ^rmed force to keep peace.
In an address at the Shriners Convention in Chicago 9I1 July: 19, President Harry S.

Truman expressed the conviction no war was imminenj>and he predicted that totalitarian
regimes such as Soviet Union will be destroyed Jhy-Ynternal means or will abandon their

President Truman

policy of ag¬

gression. Text
of the address
follows:
I am happy

to be present
at this Im¬

perial Council
of the Shrine
of North

America,
and to partici¬
pate in your
diamond jubi-
1 e e celebra¬
tion.

Among the
many - activi¬
ties of the
Shrine that have contributed to
progress I have always been espe¬
cially interested in their program
to aid crippled children. It seems
to me that this program illustrates
one of the best features of our

way of life—concern for the un¬
fortunate without discrimination
as to race, color or creed.
The people of the United States

have never limited this attitude of
concern for their fellow men to
the boundaries of our own coun¬

try. As the - activities of the
Shrine in Mexico and Canada

demonstrate, we join with the
people of other countries in the
relief of human suffering. Espe¬
cially since the end of the war,
Americans, through their
churches and other organizations
and as individuals, have extended
the hand of help and friendship
to the unfortunate of many lands.

We do this because we think of
the people of other countries as
human beings, not as Spawns in
the game of power politics.
/ During the war, we established
warm ties of comradeship and
common purpose between our¬

selves and other peoples in the
struggle against tyranny. We
hoped that an enduring peace
could be built on these ties of
friendship. In part, these high
hopes have not been realized.
Leaders of some nations have cut
off communications and built bar¬
riers of suspicion between their
people and the outside world.

*■; But, in spite of this, there per¬
sists in this country a sincere
feeling of friendship and sym¬

pathy for those peoples who have
been cut off from us by force or
political intrigue. We are con-

< vinced that if they were per¬
mitted to know the

. facts they
would return our friendship.
t We shall therefore continue in
our efforts to help them learn
the facts. We believe that the

people of the world should have
the facts, not only about our¬

selves, but about all the ' things
that concern them most deeply.
Only if men know the truth are

they in a position to work for a

stable and peaceful world.
/ ,:] In this country, where the facts
&re readily available, we have a

-special obligation to inform our¬

selves concerning world affairs
and important international is¬
sues. '"'YY

- • This is vitally important if our
• country is to carry out the re¬
sponsibilities of world leadership
that it has today. For, in this
nation, foreign policy is not made
by the decisions of a few. It is

- the result of the democratic
process and represents the col¬
lective judgment of the people.
Our foreign policy is founded up¬
on an enlightened public opinion.

Public Opinion Not Always
Understood

^ The importance of public opin¬
ion in the United States is not

always understood or properly

country such as ours cannot i be
ignored or manipulated to suit the
occasion. It cannot be stampeded,
.ts. formation is necessarily a slow
process, because the people must
oe given ample opportunity to
discuss the issues and reach a

reasoned conclusion. But once a

democratic decision is made, it
represents the collective will of
the nation and can be depended
upon to endure.
Those who rule by arbitrary

power in other nations do not
understand these things. For thh
reason, they do not realize the
strength behind our foreign policy
The major decisions in our for¬

eign policy since the war have
been made on the basis of an in¬
formed public opinion and over¬

whelming public support.
For example, in 1945, the people

of our country were almost unani¬
mously in favor of our participa¬
tion in the United Nations. The
Senate reflected that public senti¬
ment when it approved the
charter by a vote of 87 to 2.
In 1948, after almost a year of

discussion and debate, it was clear
that a substantial majority of the
people of this nation approved our

participation in the European re¬
covery program. The Congress
translated that approval into leg¬
islative action by a vote of ap¬

proximately four to one.

We Will Continue Support of
:YTT United Nations
Our people continue to support

the United Nations as fully as

they did four years ago, in spite of
the fact that som^ nations have
obstructed its work through the
missuse of the veto. We want to

improve the United Nations. This
desire was expressed in Senate
Resolution 239, which called for
the strengthening of the United
Nations and the development of
regional and other arrangements
for the mutual defense of the free

nations. This resolution was ap¬

proved by the Senate last year by
a vote of 64 to 4.

As a means of carrying out
these desires of the people for
stronger support of the principles
of the United Nations, the North
Atlantic Treaty has been negoti¬
ated and is before the Senate. The
Senate is now engaged in discuss¬
ing the treaty with the delibera¬
tion and close attention that is

part of the democratic process.
All points^ of view have been
made » known,; Public opinion

among our people is overwhelm¬
ingly in favor of ratification of the
treaty, and I am sure that the
Senate will give its approval.
These momentous decisions are

the decisions not of the govern¬
ment alone, but of the people of
the 1 United States. * For this

reason, it is clear that this country
will steadfastly continue, together
with other nations of like purpose,

along the path we have chosen
toward peace and freedom for the
world.

The formation of foreign policy
on the part of the democratic na¬
tions may be a slow and painful
process, but the results endure.
It is only in the totalitarian

states, where all decisions are

made by a few men at the top,
that foreign policies can be re¬
versed or radically altered {m

secrecy, or changed abruptly with¬
out warning. Between totalitarian
states, disagreements can suddenly
become open conflicts, and allies
can change into enemies over

night. The democratic nations, by
contrast, because they rely on the

evaluated. Public opinion in acollective judgment of their

people, are dependable and stable
in their foreign relations.

World Wants Order and Peace

Today, the great quest of man¬
kind is for a world order capable
of maintaining world peace.

Just as the democratic nations
formulate their foreign policies
after due consideration for the

opinions of their citizens, so they
lormulate their plans for interna¬
tional order with due regard for
uie independence and the sov¬

ereignty of other nations.
The kind of world organization

for which this nation and the other
democratic nations are striving is
a world organization based on the
voluntary agreement of indepen¬
dent states.

We are familiar, in our own his¬
tory, with this kind of organiza¬
tion. Our country began as a fed¬
eration—an association of local
democratic sovereignties within a

larger whole. The existing states,
whether large or small, were

brought together on the basis of
voluntary agreement.
This principle of mutual re¬

spect and voluntary agreement is
essential to the creation of a strong
world organization for maintain¬
ing a just peace. In this respect,
associations of nations are like as¬

sociations of individuals—They
will not survive and prosper un¬
less the rights and the integrity
of the members are respected.
This is the principle on which

the United Nations is based. The
United Nations is designed to give
every nation a share in forming
decisions on world issues, £[uch
an organization will have'its dif¬
ficulties. We all know, from our

experience in business, in unions,
co-operatives, or fraternal groups,
how much hard work and . honest

give and take is required to make
this kind of organization success¬
ful. But we also know that in the

long run an organization based on

voluntary agreement among its
members will command greater
loyalty, speak with greater author¬
ity, and have a greater chance for
success than any other kind. We
must therefore continue to sup¬

port and continue to improve, the
United Nations, as the way to
lasting peace. i

In contrast to the United Na¬
tions is the concept of a world
order based on the rule of force.
In the past, attempts to organize
the world by force have always
failed. The most recent failure
was the attempt of Nazi Germany
to establish European unity
through the rule of force. This
attempt to create an empire by
conquest lasted only a few years.

Some Nations Still Rely on Force

. In spite of the record of his¬
tory, the leaders of some nations
today appear still to be relying on
force as a method of world; or¬
ganization. Their doctrine calls
for the destruction of free govern¬
ment through the use of force and
the effort to create class warfare.
To achieve their aims, they make
a false appeal to men's sense of
justice; they play upon the com¬
mon desire of men to improve
their condition of life.
*'

But, in practice, thi& system of
world organization is no better
than the old tyrannies that have
failed. It is incapable of satis¬
fying the needs and desires of
men for a better life. In its inner

structure, it manifests the fatal
weaknesses of all dictatorships.
Within the circle of its control

today, tensions and conflicts ap¬

pear to be increasing. It may have
temporary triumphs, but in the

(Continued on page 39)

Truman Program Dangerous!
Y By HON. ROBERT A. TAFT*

U. S. Senator from Ohio

Senior Senator from Ohio and "Republican Party leader attacks
President's program of increased Federal activities and asserts
Mr. Truman has no comprehension of the pernicious effects of
present tax burden on people. Refutes "purchasing power" theory
in government expenditure and asserts budget can and should be

cut. Denies 81st is a "negative Congress."
As I listened to President Truman Thursday evening I got the

impression that he had only one solution for every economic diffi¬
culty of the nation—more spending by the Federal Government. He
insisted that Congress should not cut a cent off the budget of a

Robert A. Taft

r eueral

activities and

ie insisted
that the neces¬

sity of Gov-
e r n m e n t

spending was

anough to jus-
tify every

project.
Last Janu¬

ary he wanted
more tax

money. Now
while blaming
the 80th Con¬

gress for re¬

ducing taxes
by $5 billion,
he prefers a deficit to the restora¬
tion of those taxes. He opposes all
cuts on the ground that we must
spend ourselves into prosperity,
and accepts the philosophy of those
who believe that under present
conditions the more the Govern¬
ment spends the better. Huge
Government spending :* has from
the beginning been one of the es¬
sential features of Mr. Truman's
program to follow the labor so¬
cialized Government of England
into a totalitarian State, directing
the lives and activities of its cit¬
izens. .

What the President Demanded of
Congress

• When we returned. to Washing¬
ton at the beginning of this year
he presented a complete program
to achieve that result. He de¬
manded the right to fix prices, to
fix wages, to ration commodities
He insisted that the Government
undertake to go into a business
whenever its left-wing economists
thought that private industry was
not expanding at a sufficiently
rapid rate. He has since supported
the Brannan Plan which would

necessarily result in a control of
agriculture which would tell every
farmer what he could raise and
what he could not raise; pay the
farmer the price he would like to
have and sell the goods to the
consumer at the price at which he
would like to buy. The Brannan
Plan has that complete disregard
for the taxpayer which was so evi¬
dent in Mr. Truman's speech last
night, for such subsidies would
amount to about $6 billion a year
ifr; they *were on the same scale
which is now in force in England
in the social ized Government.

Furthermore, the farmers and the
consumers who supposedly would
be benefited by this plan are the
very taxpayers who would have
to pay the taxes. The third item
of. President Truman's program
was his plan to socialize and na¬
tionalize medical care and the
medical profession. This is called
compulsory health insurance.
Actually it is a plan to increase
the payroll and other taxes about
$6 billion and give this money to
a Federal bureau to pay all the
doctors and hospitals in the United
States to give free medical care
to all the people of the United
States including those who can
afford to pay for it themselves'
Fourth, Mr. Truman proposed the

repeal of, the Taft-Hartley law to
restore all the special privileges

given to the labor union officials
by the previous laws. Those laws

*A broadcast by Senator Taft
over the Mutual Broadcasting Sys¬

tem, July 15-, 1949.

were completely one-sided and
while they regulated employers
they made labor unions and their
officials exempt from any liability
either to the employers, their own
union members or to public. The
Taft-Hartley law, based on free
collective bargaining, atiempted
to give complete equality in that
bargaining. It has brought fewer
strikes because when men no

longer have arbitrary power they
are less likely to make arbitrary
and impossible demands. !

< Fifth, Mr. Truman proposed a.
system of universal,military trains
ing to cost ultimately $4 billion
a year. But finally the key to his
whole program was a budget pro¬
posing that the Government spend
$42 billion in the next 12 months,
$8 billion more than Mr. Truman
himself spent, in 1947 under a Re¬
publican Congress. If we had fol¬
lowed his other recommendations
the Federal budget would have
been close to $60 billion annually
in the course of the next five

years. Already, if we include the
taxes collected by the States and
local governments, the tax burden
is $60 billion, or about 28% of
ithe national income. We all work,
on an average, more than one day
in four for the Government. Such
a burden kills the incentive of
individuals and it particularly
discourages those who want to
start new businesses and create
new jobs.

Truman Indignant at 81st Congress
Mr. Truman is indignant at the

81st Congress as he was at the
80th Congress for only one reason
—because it will not approve his
idea of a government which un-.
dertakes to do spending for all its
citizens and direct all the details
of the billions of transactions
which occur each week in the
United States.

Mr. Truman denounces Con¬
gress because it believes in a sys¬
tem assuring liberty to our people;
because it believes that we have
become the greatest nation in the
world only because of that liberty;
because the high production, high
national income and high standard
of living of which he boasts has
been reached under a free system*
which Congress at any rate does
not propose to abandon. Mr. Tru¬
man has no comprehension of the
effect of the tax burden of $60
billion on the American people.
These taxes affect the price of
everything that you buy. Besides
the direct taxes deducted from

your payroll, many taxes T are
passed on in the price of every
product bought by ' consumers.!
Take the case of leather shoes.
The producer of livestock adds in
his tax to the price of his beef; the
packer adds in his tax, and so does
the purchaser of the hides, the
tanner and the shoe manufacturer
so that when you b(iy a pair of
shoes at least 20%' of the price
represents taxes paid along the
line to the Government. Payroll
taxes become part of the cost of
production and prices must be
based on that cost. There are di¬
rect taxes on cigarettes, freight,
transportation, passenger fares,
leather, furs, jewelry, cosmetics,
handbags and many other prod¬
ucts which of course directly in¬
crease the price. Taxes are almost

as much of a burden on those who

(Continued on page 33)
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Unemployment
- By ROGER W. BABSON

Asserting present unemployment scare has no justification and until
five million are reported unemployed "we have nothing to worry
about," Mr. Babson lays some of present idleness to unemploy¬
ment benefits. Sees much production still needed to meet con¬

sumer and capital demands, and says new jobs can be created by
'

individuals for themselves. .

. - ,Of course, someday this country will suffer from a bad dose of
unemployment; but this time has not come yet and it will not come
during 1949. The present unemployment scare which certain labor
union officials are starting has no justification. Let us assume that

the officialfig-<5>

Roger W. Babson

3,788,000 un¬

employed are

correct, al¬
though I think
these are

too large.
Well, when I
was Assistant

Secretary of
Labor in 1917-

1919, normal
u nemploy¬
ment was then

officially
stated at 2y-

- *
, - : " 500,000. This

Included the sick and those even

temporarily laid off. Yet, in those
years the total business of the
country was less than half what
it is today. -

The above facts show that until

5,000,000 are reported as "unem¬
ployed," we have nothing to worry
about. Remember that since 1917
the total number of employed has
jumped from 25,000,000 to 60,000,-
000 i people. ^Remember that five
times as many women are em¬

ployed today as before World
War I. Remember how much less

ures issued go off about 25% below the peak
last week of of 1948 and that about 8 to 10%

of this decline has already taken
place leaving only about 15% or

more to go. Let us hope he is
correct as other authorities be¬
lieve this Industrial Index will go
off 50% which means we may
have 40% more to decline.

Canadian Risk Capital—Not a One-Way Street
By A. L. A. RICHARDSON*

, , President of the Toronto Stock Exchange p;
Executive of leading Canadian securities exchange depicts growing importance of Canadian risk capitaland urges participation of U. S. in its expansion. Defends, listing of speculative shares of mining and oil
companies on Toronto Exchange and^praises work of securities commissioners in Canada. Points out
profitableness of U. S. investments in Canada, and predicts Canada's oil production will exceed that
of West Texas. Scores official red tape and restrictions against registration of Canadian securities in
U. S. and advocates sympathetic understanding of problems in development of Canadian resources.

In view of the fact that I propose to address certain remarks to you on "What the Stock
Exchange expects from the Security Commissioners," I submit that here is the spot whereMr. King should have supplied his boasted Mint Juleps to avoid the charge of discrimina-t i o n against 3> : —— — — —

• How to Look

Let us look forward instead of

backward; upward instead of
downward; outward instead of in¬
ward. Think of the great unfilled
orders today for more automo¬
biles, more roads, more houses,
more bathrooms and especially
more household electrical appli¬
ances. This latter demand is es¬

pecially evident from the budgets
which the public utility systems
have for the next few years.. The
electric power companies alone
tell me that, unless some catastro¬
phe like war should happen, their
output will double during the next
10 years. This of itself will re¬

quire new great power units as
well as new wire, poles and mil¬
lions of new motors and appli¬
ances of all kinds. Certainly, this
is no time for those of good char-

work a carpenter, painter or' acter and education to • worry

bricklayer does today than he did j about unemployment, i Such per-
30 years ago. It is a miracle that sons can, if necessary, create new
some of them are now employed jobs for themselves,
at all!

r
, { Unemployment Insurance
V Is unemployment insurance for
good or evil? I don't know; but I
believe that many are now leav¬
ing their jobs for vacations this
summer and are taking their $25
per week; "unemployment" insur¬
ance. I am sure that such insur¬
ance encourages unemployment
and increases the unemployment
figures. Once each month your
State publishes what it paid out
the previous month to the so-
called "unemployed." Much of
this money is being taken unfair¬
ly, but the people say: "Everyone
else is getting it, so why shouldn't
I?" Over half of the unemploy-
jment money which is being dis¬
tributed every week in your com¬
munity comes out of the rest of
us. It is one of the chief causes

for present high taxes. It is
% teaching people to be dishonest;
and it is leading to great abuse
and corruption the same as did
Prohibition. .

r I recently heard of a city where
over 100 clerks are busy every
day just writing unemployment
checks! It is not just the money

paid out to the unemployed; but
the huge cost of looking up the
evidence and. keeping the books.
am told that it costs over 200

for clerk-hire in order to pay out
i $1. Someday there will be a big
political .scandal relative to un¬

employment, insurance. Such in¬
surance has a legitimate use in a
real business depression, but no
such depression exists today when
people drive in shiny new auto-;
mobiles to collect their insurance

v on their way to the beach.

Unemployment Outlook

le(question is often asked me
as to"hoW^batd unemployment will
become and wffifrrKit will be at its
worst. I have not yeNcj)lleeted
sufficient data to give an opinion
now. But Dr. Joseph L. Snrn^r,
one of the country's greatest a
thorities on Business Economics"
has some ideas on this question.

Pittsburgh Bond Club
Outing July 27
PITTSBURGH, PA.—Most/ or¬

ganizations of investment men
hold one or more golf outings in
the course of the year,' but the
Bond Club of Pittsburgh, in addi¬
tion to holding outings in the
Spring and in the Fall which
feature golf tournaments, also
holds a mid-Summer picnic.
This is an old-fashioned picnic

with lunch served in the open air
and plenty of liquid refreshments.
The feature of this picnic is a

baseball game in which intense
rivalry of the opposing teams has
existed for years. This year the
picnic will be held on Wednesday,
July 27, in Mill Grove, North
Park (Allegheny County Park).
Ball teams have been reorgan¬

ized with new captains and this
year's contest will be between
Teresi's Terrors, captained by
Sam Teresi of Thompson & Tay¬
lor, and Foley's Phonies, under
the able leadership of Bill Foley
of Reed, Lear & Co. For the less
rugged, .there will be horseshoe
pitching, quoits and other sports.
The . ,, luncheon will ' consist, of
Southern fried chicken and

Yankee ham, with all the trim¬
mings/. .,.;' ■v'"' • " *• ; ,

i The Chairman
, of-the. Picnic

Committee is John R. Klima,. of
Arthurs, Lestrange & Klima, as¬
sisted by Edward C. Kost, of A. E.
Masten & Co.; Charles D. Kalback,
of Reed, Lear & Co.; S. W.
Steinecke, of S. K. Cunningham &

Co., and Samuel H. "Teresi, of
Thompson & Taylor Co.
The Bond Club of Pittsburgh

extends a cordial invitation to its

friends, particularly visiting se¬

curities men from other cities, to
take part in this interesting event.
The Club also announces that

A. L. A. Richardson

the President
of the Toronto
Stock Ex¬

change.
H o w e v er,

2,500 years
ago (and his¬
tory is said to
iepeat itself)
Daniel stood
in the lions'

den, and the
lions waited

for him to
make one false

move, but
then you will
disco ver, if
you read on, that "As innocency
was found in Daniel, and as he
had done no hurt, they took him
up out of the den."
Now, the possibility of history

repeating itself today for me in
this lovely city of Richmond,
where we have received such a

gracious welcome, the possibility
of my receiving similar vindica¬
tion today following my remarks
and my leaving this room intact,
naturally makes a strong appeal
to me.,;'

My justification for referring to
Daniel at a Convention of Secur¬
ity Commissioners is that he had
an,apparent familiarity with stock
market terminology, because
read on and again I quote:
"Daniel had a dream, and four

great beasts came up from the
sea. The first was like a lion

(undoubtedly a Security Commis¬
sioner); and behold another beast
like a bear raised itself up (obvi¬
ously the Stock Market Bear); and
lo another, and it had 10 horns
(undeniably the Market Bull)
and,: now a disappointment, be¬
cause the fourth beast was a

leopard, and as the leopard can¬
not change his spots to become the
proverbial lamb or sheep of the
market: place, my analogy is not
quite complete. . -

However, before any. of the
Commissioners here present rush
out to clap a "Cease and Desist"
order on my interpretations, I
hasten to state that these interpre¬
tations have not been approved or

disapproved by any Security Com¬
mission, but they were obtained
from a source I believe reliable,
and upon which I acted in prepar¬

ing these few remarks.
• It is a rare privilege, , and I
thank you for the courtesy of your
invitation, when the President of
a Stock Exchange located in a

country of 13 million people is in¬
vited to address, and to take part
in the deliberations of the Security
Administrators of an adjoining
country of 148 million people.
Therefore, it would be quite un¬
derstandable if my listeners today
in appraising our relative popula¬
tions, the relative size of our in¬
stitutions, - the relative develop¬
ment of our natural resources,
were! to ask "What good can
come out of Nazareth"? As Se¬

curity Commissioners we know
what we want, so what else need
be discussed?

Canadian and American
Differences

Therefore, to assist in such a
discussion may I direct your at-

He is reported to have esti-! outing originally sched-
mated that the Industrial Index of uledM^r Sept. 9 has been post-
the Federal Pteserve Board will poned toTPriday, Sept. 23.

tention to certain essential dif¬
ferences and developments in the
institutions of our two countries.

Because in spite of our com¬

mon language, common traditions
and ideals in spite of the flow
of investment and risk capital to
our country, and the establish¬
ment of large American branch
plants and subsidiaries;- in spite
of the impact on our lives from
your newspapers and magazines
and .of Dick Tracy, the Gumps
and the Nebbs: in spite of the daily
-mpact in our homes from your
movie stars and radio artists with
their symphonies, their breakfast
clubs and Crosby and Hope and
Rita Hayworth (or is she now a

British subject), in spite of the
100 and 1 other influences that
are; inevitable because of the

proximity of our two countries,
we still remain a race of people
who have developed certain in¬
stitutions and certain systems
that are serving their purpose
well in our economy, and which
are as distinctively Canadian as

hockey and lacrosse or our in¬
sistence on pronouncing the last
letter of the alphabet "zed" rather
than "zee" and an impartial ob¬
server would admit that there are

points of merit to both systems.
Neither country has a monopoly
,pn truth or success.
For example in the field of fi¬

nance, consider our banking sys¬
tems. Examine the record of the
Canadian system of branch bank¬
ing, how it stood the stress of the
'thirties without a single failure,
without the loss of a single depos¬
itor's dollar, without the closing
of »a single bank door. It, too,
must have • great - merit even

though admittedly it is on a

smaller total scale than your own.

Similarly when we examine the

development and status of the

Exchange which I have the honor

to represent—the oldest and larg¬
est in Canada, and which in 1952
will celebrate its 100th anniver¬

sary, (and I hope many of you

will be there) we find it also has

certain distinctive and outstand¬

ing features.;:/ *&y'• '■

*Ar. address by Mr. Richardson
before the National Association of
Securities Administrators, Rich¬
mond, Va., July 12^1949.

Role of Toronto Stock Exchange
Any institution that has with¬

stood the vicissitudes of wars,
of depressions and of economic
change during that period and has
reached and maintained a turn¬
over in shares second only to your
New York Exchange; and in point
of total dollar value of shares only
exceeded by the two New-York
Exchanges, then that institution
must be filling an important need
in the economic and financial life
of its country.
You will gain some idea of the

volume of our transactions when
refer to one day's trading in

August, 1947, when the volume of
trading for the 800 issues listed on

our Exchange reached 6,350,000
shares for the day. • Naturally, to
handle that volume our trading
facilities must be of the finest—
and in point of fact are the most
modern on this continent or else¬
where. '

! Now what are some of its dis*
tinctive features? Your leading
Exchange in the United States
provides a secondary market only
for the securities of established
companies— and naturally 4 such
securities may be of an investment
or a speculative type. Our Ex¬
change lists the same type of Car
"nadian securities, many of which
are interlisted in New York, such
as International Nickel, Canadian
Pacific, Ford of Canada, Brazilian,
Dome, Walkers, etc., and many of
which in record of earnings and
dividends, compare more than
favorably with your premier
American investments.

.
.

f

j V Mining and Oil Companies -
; But in addition, there are listed
on our Exchange the securities of
many mining and oil companies
that are still in the development
stage. You must bear, in mind
that we are still economically a

young country. And although in
the 15 minutes you have so kindly
allotted me, I can only touch a
few highlights, may I mention
that mining and the more recent
oil developments have and are

transforming our economic and
social life to an ever greater exi-
tent that your developments did

•
, (Continued on page 30)

It's a Speculative Matter,
■

of Course . . .

. ♦ . . whether or not you're interested in

. Continental Air Lines |
Standard Railway Equipment Mfg. Co.
gv;;.jWestern Natural Gas Company

v But because many < dealers are, we maintain markets for ; '

them in these securities. Further, we have just prepared
short, factual reports on each one that give you a good,
clear picture of sales, earnings, dividends, outlook.

If' these reports can help, they're yours for the asking.
No charge, of course. Just phone or write our nearest office.

"

• ; " Trading Department

Merrill Lynch, Pierce, Fenner &
70 PINE STREET, NEW YORK 5, N. Y.

Offices in 96 Cities
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An Economic Policy for Today's World
By WINTHROP G. BROWN*

Director, Office of International Trade Policy, Department of State

Asserting International Trade Organization offers chance to rebuild world trade, State Department offi¬
cial reviews present world trade problems and poin:s out economic changes and upheavals of last
decade requires concerted action for fair conduct of trading. Holds Charter of ITO gives maximum scope

to competition in international trade and urges its ratification.
«■ First of all, let me say, as a representati/e of your government who feels acutely the

need for greater and more frequent contact w.th business opinion, under the pressure of
merely keeping one's head above water in th? attempt to do the job assigned to one, this
meeting is a

highly re¬

warding ex¬

perience, I
would like to

say that I
think your
Association is
to be congrat¬
ulated upon

the fact: that

about 100 busy
men should

take the trou¬

ble to come

from all over

the country to
sit down and

spend a whole
day discussing

Winthrop

complicated and

an attempt to find a solution to
them in concert with other coun¬
tries.

Design of ITO Charter
The Charter is designed to es¬

tablish an international organiza¬
tion and a mechanism in the field
of trade to complement those
which have been established in
other fields. ' :t\

We made the affirmative- de¬
cision that these economic prob¬
lems could not be effectively at¬
tacked by simple bilateral nego¬
tiations with a few countries of
like mind. In the first place, how¬
ever, alike the minds of those few
countries might be, they have the
same kind of fundamental eco-difficult issue of national policy.

I wish that many other groups nomic problems, exchange short-
#-3 I : •i4'* Ir 4* *5.11* ■ i X * ^ «X ^ ~ — i-L ~ X

and industries would take their
cue from you—would follow your
lead and do likewise. Whatever

may be the conclusions you reach
as a result of this day's delibera¬
tions, certainly this meeting is one
of which you may all justly be
proud. It is something which we
in Government would like to see

more wLely and more extensively
carried out. _'
I want to talk to you particu¬

larly on two points. First, 1 want
to say a few words about the set¬
ting in which this document should
be placed. Then I will allow my¬
self the pleasure of trying to an¬

swer, if only partially, the ques¬
tion as to how the ITO helps to
expand foreign trade,
I do not need to stress before

an audience such as this the ex¬

treme difficulty and vast com¬

plexity of the economic problems
we all faced immediately after the
war, and still face. But I do want
to point out that those problems,
are so difficult, so widespread inj
their effects and so deepseatedi
in their causes, that it is impos¬
sible to find > a solution to them
by proceeding along one line
alone, or by the use of one instru¬
ment alone—nor can a solution be
found by one country alone. The
problems attendant upon the eco¬
nomic disruption faced by a large
portion of the world are to a great
extent common problems, and they
are problems we feel had to be
.approached on a broad front and
amultilateral basis.

.4. .You must, I think, all recognize
that the ITO Charter deals pri¬
marily with the movement -of

®oodsin international trade. It
does not attempt to solve prob¬
lems of currency or international
financing, or the problems of re¬
adjustment in the internal po¬
litical structure of member na¬

tions. Those are matters which
are dealt with in other ways and
by other instruments.
After World War II we took the

course of working with other
countries byf means of interna¬
tional organizations, in contrast to
the course we took after World
War I. Having chosen that line—
which I personally think is the
right one—we should give it the
fullest possible trial., We par¬
ticipated wi'h other nations in the
establishment of the United Na¬

tions, of the Bank and the Fund,
in the Food and Agriculture Or¬
ganization, and ot. er international
agencies. This has all been done
to provide mechanisms for the
discussion of our problems and in

*An address by Mr. Brown be-

ages, production shortages, that
most of the other countries of the
world have. It is necessary to deal
with these problems over a broad
front., That is why we set out to
reach an agreement to be par¬

ticipated in by as many countries
as possible, rather than trying to
get a few agreements with a few
countries.

i Moreover, agreement on a few
general principles is not very Use¬
ful. It has been pointed out in
this discussion how difficult it is
to :i interpret general statements,
and it is intensely difficult to
translate general statements into
specific actions. That has been
tried in the past in international
economic conferences, and it has
not succeeded. Therefore, in this
Charter we endeavored to secure

an agreement on rules of trade
which were sufficiently specific
to be implemented by action and
sufficiently specific so that, if not
so implemented, the country re¬

sponsible for such failure could be
effectively questioned and called
to account. -v '

The Charter is not complex. It
is the situations with which it
deals that are complex.-. Every
one of us lives today under docu¬
ments whose provisions are as

complicated, if not more so, as
the provisions of the proposed
Charter. To prove that, just read
your insurance policy, your cor¬

porate mortgage, or even your in¬
come tax regulations, under which
we all live every day! Then you
will get an idea of what I mean.
ThePargument of: complexity,
therefore, is not, it seems to me,
effective as an objection.
In the course of endeavoring to

reach an agreement on trade pol¬
icy which would be applicable
ever a wide front, there were, ob¬
viously, many different needs to
be met and many different points
of view to be reckoned, with. The
fact that so many countries did
reach an agreement is in itself a
remarkable and heartening fact.
To one who has participated in

these negotiations the fact that
this Charter is specific and has
exceptions demonstrates that there
was a meeting of minds, not that
there was no such meeting. The
meeting of minds is shown by the
care with which the details of this
document are spelled out in the
text. The sincerity of the various
representatives, their insistence
upon clarity, are shown by that
care. . •'<
In the drawing of the Charter,

as in the setting up of other in¬
ternational agencies and their de¬
velopment the United States has

fore the Rubber Manufacturers; been the leader. In all this the
Association, New York City, June j United States has been the one
28, 1949. nation wholly able to stand for

the principle of unrestricted inter¬
national trade.

Regarded as Representing View¬
point of U. S.

This Charter is regarded
throughout the world as repre¬
senting the viewpoint of the United
States, fundamentally, and if the
United States rejects it there will
be no trade organization, and the
result will be a search for another

country to assume leadership ir.
an area which We have abandoned.
I need not, I am sure, urge upon

you the difficulty of finding an¬
other nation to take our place.

. Now, how does this document
help to free and expand interna¬
tional trade? In the first place,
the Charter represents agreement

upon a number of basic principles
—the principle of consultation be¬
fore action, rather than the prin¬
ciple of retaliation after action"
the principle of negotiation for
the reduction of different kinds of

specific harriers to trade; the prin¬
ciple that the quota as a protective
device should be proscribed; the
principle that subsidies should not
be "used to the detriment of an¬

other country's trade; the prin¬
ciple that the vastly important
Invisible tariff of customs regula¬
tions and administration should
be simplified, made less arbitrary,
rnd made clear to the public, so
that everyone will know what we
are up against; the principle that
in all instances there should be an

independent tribunal to which ap¬

peal could be taken from the
arbitrary action of the customs
officer.

The Charter recognizes the prin¬
ciple that the restrictive practices
of private business groups can in
many cases be just as bad as the
actions of government, in terms of
their effect on trade, and that in¬
ternational remedies i should be

provided to deal with the barriers
thus erected; the principle that
the commodity agreements should
be entered into only under cer¬
tain conditions and > then • with
certain safeguards.
The fact that these things have

been agreed to as principles and
as .objectives is of vital signifi¬
cance. It affects every decision
that members of this organization
will make in deciding upon their
business policies. 1 •r..-.'--• .>•. >

Many of these things can be put
into effect immediately, and will
be when the organization actually
comes, into being, c • n e V . >

All the important articles with
reference to customs procedure,
for instance,, can be given imme¬
diate effect, regardless of balance-
of-payment or other dif ficulties of
the countries involved. The mech¬
anism for dealing with interna¬
tional cartels—the first such mech¬
anism in history—can likewise be
activated immediately. The rules
governing commodity agreements
can be applied at once.. The prin¬
ciples and mechanisms providing
for consultation and negotiation
looking toward the reduction of
tariffs, and conferences on the use
of subsidies, can all become opera¬
tive at once, and will, when the
Charter goes into effect. Each of
them represents a reduction in the
obstacles to the movement of goods
in international trade.
Certain of these commitments

cannot be put into effect imme¬
diately by all countries. As you
all know, most of the coiwtri*"? of
the world are today suffering from

(Continued on page 29)

NSTA Notes
»

i

NSTA CONVENTION

With the Rocky Mountains towering toward the skies in majestic
splendor in the West, the prairie extending far to the East, and
fertile farmlands in the North and South—Colorado may well be

Earl M. Scanlan Robert L. Mitton R. E. Sargeant, Jr.

known by the often-heard slogan "'COLORFUL COLORADO' The
PLAYGROUND OF THE NORTH AMERICAN CONTINENT." :

"We have had many conventions in the East, Far West, and in
the South, but," says Earl M. Scanlan, Earl M. Scanlan & Co., co-
Chairman of the Publicity Committee of the NSTA, "we believe
we have more to offer and more for you to see in one hour here
than you could see in many moons elsewhere.

"The Broadmoor Hotel, located at the foot of a gigantic moun¬
tain with Pike's Peak as a magnificent background, is where the
NSTA Convention will be held at Colorado Springs. It is one of the
most outstanding hotels in the world and, if you avail yourself of
all that the Broadmoor has to offer, surely you will say, as many
others have, 'This is the garden spot of the world. This is America's
most complete resort!'

"The hotel was built by Spencer Penrose with the vast fortune
he made from gold in the Cripple Creek District, and this hotel—
a bit of Paradise in itself—offers every recreation you could possibly
desire. , » ' k

"Eighteen-hole golf course; badminton, handball and squash
courts; bowling alleys; fishing; hunting; horseback riding—over pic¬
turesque mountain trails; ice skating—year-round at the famous
Ice Palace, where many National tournaments have been held; skeet
shooting; swimming—year-round, indoors or out, in heated, filtered
healthful mountain water; tennis—beautiful, green, cork turf, all-
weather courts available to guests for year-round play; dancing—
summer roof garden Hawaiian Village Nite Club with famous orches¬
tras and entertainers; polo—Western polo was first started at Broad¬
moor early in the century and continues as a major attraction with
trophy tournaments throughout July and August each year. §
v "Any form of entertainment you could possibly desire is yours
for the asking, and the charges are very nominal. ;

Ed Welch and your entertainment committee in Denver are
planning the greatest time you ever had. A trip up Pike's Peak
where the snow remains the year around! A trip to the Cripple
Creek District where the wealth of gold of the United States came
from! The Sow Belly luncheon at Cripple Creek—returning over
the Corley Highway—one of the scenic wonders of the world! The
marvelous 'Garden of the Gods!' The famous 'Will Rogers Shrine
of the Sun!' The Chuck Wagon dinner at Sleepy Hollow! And, much
more entertainment for you. " /

"We know we have something to show you out here in Colorado
that you will never forget. Your wife will also enjoy all of it—
so bring her out 'Where the West Begins.' "* ' *, ■ " 4 7; . *

"You will forget your Stock- market worries and get a new

grip on life.. And here's, just a friendly' little message from a state
that's hard to beatr 1 ;;
"Whererthe sunbeams kiss: the snow-caps on each and every peak,

, (Continued on page 10) I - . .

11 Dealer-Broker Investment ^
Recommendations and Literature

It is understood that the firms mentioned will be pleased
'

- - - to send interested parties the following literature: . v-

Automobiles — Analytical bro¬
chure containing notes on 24
companies— Merrill Lynch, Pierce,
Fenner & Beane, 70 Pine Street,
New York 5, N. Y.

' Canada — Monthly commercial
letter — The Canadian Bank of

Commerce, Toronto, Ont., Canada.

Colombia-Bolivia— New study
of economic and political develop¬
ments—Zippin & Company, 208
South La Salle Street, Chicago
4, 111.

Local Housing Authority Bonds
and Notes—Supplement to book¬
let issued last April analyzing
change with respect to security of

bonds of Federally assisted local
housing authorities—C. J. Devine
& Co., Inc., 48 Wall Street, New
York 5, N. Y.

New York Bank Earnings—
Comparative tabulation for first
half of 1949—New York Hanseatic

Corporation 120 Broadway, New
York 5, N. Y.

New York City Bank Stocks—
Table of comparative values—
Paine, Webber, Jackson & Curtis,
25 Broad Street, New York 4,
N. Y.

Newsprint Price Outlook —

Some Canadian Industry opinions

r
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—Brochure-^Cochran, Murray &
Cp., Ltd., Dominion Bank Build-
iiig, Toronto 1, Ont., Canada.5

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.

Railroad Income Mortgage
Bonds—Analysis—Vilas& Hickeyv
49 Wall Street, New York 57N.Y.

memorandum on Central Illinois
Light." - - ;.v "

Southern .Company^—Analysis—
First Boston Corp., 100 Broadway,
New York City; Kidder, Peabody

& Co.. 17 Wall Street, New-York
5, N. Y;; andMerrill Lynch, Pierce,
Fenner '& Beane, 70 Pine Street,
New York 5, N. Y. -

..j

Southern Corporation—Detailed

memorandum — Stein; ,Bros. &
Boyce, Starks Building Arcade,
Louisville 2, Ky. ' '

*

j United States Fidelity and Guar-
antyCompany Survey— Stein

Bros. & Boyce, 6 South Calvert
Street, Baltimore 2, Md.

; Wheeling Steel 'Corp.—Memo¬
randum—H. Hentz:: & Co.,,. 60
Beaver Street, New York 4, N. Y.

;Utilities—Bulletin on current

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

. * * *

Addressograph Multigraph Corp.
—Circular—Fahnestock & Co., 65
Broadway, New York 6, N. Y.
Also available are circulars on

Boeing Airplane Co., and Imperial
Oil Ltd.

Allied Stores * Corporation —

Memorandum—A. M. Kidder &

Co., 1 Wall Street, New York 5,
N. Y.' * -

: Buffalo Bolt Co.— Circular—
Cohu & Co., 1 Wall Street, New
York 5, N. Y.
Also available are circulars pn

Dean Phipps Inc. and Foremost
Dairies. ^ .

Cleveland Cliffs—Memorandum

—Goodbody & Co., 115 Broadway,
New York 6, N. Y.
Also available is a memorandum

on Railroad Equities.

■ Commonwealth i Southern

Corp.—Analysis—Abraham & Co.,
120 Broadway, New York 5, N.Y.

'

Commonwealth & Southern—

Memorandum—Stanley Heller &
Co., 30 Pine Street, New York 5,
N. Y. -iv" >'■; ...

Continental Air Lines— New

factual report— Merrill . Lynch,
Pierce, Fenner & Beane, 70 Pine
Street, New York 5, N. Y. -

• Also available are special re¬

ports on Standard Railway Equip¬
ment Manufacturing Co. and
Western Natural Gas Company.

Eastern Air Lines, Inc.—Special
review—John H. Lewis & Co., 63
Wall Street, New York 5, N. Y.

Illinois Power Company—Anal¬

ysis—The First Boston Corp., 100
Broadway, New York 5, N. Y.

International Resistance Co. —
Memorandum—Harrison & Co.,
123 South Broad Street, Phila¬
delphia 9, Pa.

• International Utilities Corpora¬
tion—Analysis—James Richardson
& Sons, 367 Main Street, Winni¬
peg, Man., Canada, and 80 King
Street, West, Toronto, Ont., Can¬
ada.

Missouri Pacific—Memorandum
—Ira Haupt & Co.* Ill Broadway,
New York 6, N. Y. Also available
are memoranda on Commonwealth
& Southern and Allen Industries.

"

New Orleans 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 Company—Anal¬
ysis in current issue of "Business
and Financial Digest"—Loewi &
Co., 225 East Mason Street, Mil¬
waukee 2, Wis. •

Seattle Gas Co.—Circular—Corn-
stock & Co., 231 S^uth La Salle
Street, Chicago 4, 111.

Southern Company— Analysis
and background—Geyer & Co.,
Inc., 63 Wall Street, New York 5,
N. Y.

Also available is a descriptive

,000,000
J* t

The General State Authority

Commonwealth of Pennsylvania
First Series, Serial Bonds

Dated July 15, 1949 Due July 15, 1952 to 1974, inclusive <

. ^'

j; "■ •. ;/ .
^ \.v' / • f ■ ' j ' " 1'

I The bonds-may be redeemed upon at least 30 days' prior notice at the option of the Authority or pursuant to certain cove- >.
■ nants of the Authority contained in the Resolution creating the bonds, on or after July 15," 1952, as a whole at any time, or

\v? from time to time in part on any interest payment date, upon payment of the principal amount thereof and accrued interest
thereon to the date fixed for redemption,; plus a premium of bi of 1% of such principal amount for each year or fraction ..

J thereof from the date fixed for redemption to the date ofmaturi ty, not, however, in any case exceeding 3% of such principal ? , , ;
. amount. -y f 7'■; 5

vl In the opinion of counsel, interest on the bonds will be exempt from present Federal income taxation • : *

j Under existing statutes and decisions. - 7, ;7,7 ' J /

The General State Authority Act of1949 provides that the bonds, their transfer, and the income therefrom, including anyprofits'
. ^ —* - made on the sale thereof, will be exempt from taxation (other than inheritance and qstate .7

i ' *
7 • • taxes) within the Commonwealth of Pennsylvania. ' ' ^ : " \ - * t ^ ^ \

'7The Fiduciaries Investment Act of 1949 provides that the bonds are authorized investments ^ - >7 -
'Vr* ~ *"/ " '7 'V v'f ' Jv' 4 forfiduciaries, as defined in saidAct, in Pennsylvania. 7:7 •>'j 7r' 7 ;'f- . .;v

Under The General State Authority Act of 1949 a total of not to exceed $175,000,000 of bonds was authorized to be issued The
bonds will be direct and general obligations ol the Authority and all the bonds issued and to be issued will be equally secured
by the pledge of the-full faith and credit of the Authority, by the pledge ol all rentals payable, by the Commonwealth Irom irs ;
current revenues under leases covering projects leased by the Authority to the Commonwealth, which leases are to provide for
the payment of annual rentals sufficient to meet the annual Principal and Interest Requirements on the bonds, and by the pledge
of all other revenues, rentals and receipts of the Authority/The full faith and credit of the Commonwealth will not be pledged
to the payment of the principal and interest on the bonds.
The bonds are to be issued under and authorized by Resolution of the Authority which provides for the issuance of the bonds
and of additional bonds under the limitations therein set forth, the custody and application of the proceeds of the bonds, the
construction of projects and the leasing thereof to the Commonwealth, the fixing and collection and disposition ol rentals under
such leases and the pledge thereof as security for the bonds, the security for moneys on deposit and the investment ol funds, and
the rights, duties and obligations of all parties. ; . ' - 1

Copies of the Official Statement of The General State Authority of the Commonwealth of Pennsylvania, dated July 14, 1949,
regarding these Bonds and of the resolution pursuant to which they are issued, may be obtained at the offices ol the undersigned.

Amount

$1,400,000
1,460,000

1,475,000
1,495,000

1,510,000

1,530,000

1,550,000

1,105 000

Interest
Rate

4%
1

iy8

iy8

IVi

1V4

IVi

1%

Due

July 15

1952

1953

1954

1955

1956

1957

1958

1959

Yield
or Price

0.90%
100

1.10 sg

1.20%
100

1.30%

1.35%

1.45%

Amount

$1,105,000

1,120,000
*

1,140,000

1,155,000

1,175,000
'

1,190,000

1,200,000

Interest
Rate

IW%

IV2

I1/* j
iy2

iy2 ?

iy2 :

l3/4

Due
July 15

1960

1961

1962

1963

1964

1965

1966

Yield
or Price

100

100

1.55%

1.60%

1.65%

1.70%

100

Amount

$1,220,000
1,240,000

; 1,265,000

1,285,000

: 1,310,000

1,335,000

1,355,000

1,380,000

Interest
Rate

l3/4%
1 3/4

l3/4
1 3/4 '

l3/4

l3/4

l3/4

l3/4

Due
fuly 15

,1967
1968

1969

1970

1971

1972

1973

1974

Yield
or Price

100

1.80%

1.80%

1.85%

1.90%

1.90%

1.95%

1.95%
Accrued interest to be added.

*

These Bonds are offered when, as and if issued and received by us and subject to approval of legality by Reed, Smith, Shaw fd
• .McClay, Pittsburgh, Pennsylvania, bond counsel, and Fairfax Leary, Jr., Esq., general counselfor the Authority. It is ,

> expected that delivery of Temporary Bonds will be made on or about July 26,1949. The Official Statement may " . : _

be obtained in any State in which this announcement is circulatedfrom only such of the undersigned
1 and other dealers as may lawfully offer these securities in such State. * V • v * •*"

.

.• * , i ' ' ' " " ■

-;7 ^ '-'7 .';-v" i-v- ■"' ; [ ". 7/ '

HALSEY, STUART & CO. INC. C.J. DEVINE&CO. GOLDMAN, SACHS &. CO. GLORE, FORGAN&CO.
•

/, INC.
, " 0 '

BLAIR & CO., INC. STONE & WEBSTER SECURIT1ES CORPORATION SALOMON BROS. & HUTZLER

R. W. PRESSPRICH &, CO. BEAR, STEARNS & CO. PAINE, WEBBER, JACKSON & CURTIS

COFFIN &, BURR HAYDEN, STONE & CO. HORNBLOWER & WEEKS BRAUN, BOSWORTH & CO.
INCORPORATED

L. F. ROTHSCHILD &, CO.

INCORPORATED

A. WEBSTER DOUGHERTY & CO. R. S. DICKSON &. COMPANY
4

, . t \ INCORPORATED

OTIS &, CO. ADAMS, McENTEE & CO., INC. DICK & MERLE-SMITH FRANCIS I. duPONT & CO.
(INCORPORATED) *

ELDREDGE & CO.
INCORPORATED

GEO. B. GIBBONS & COMPANY
INCORPORATED

IRA HAUPT CO. W. H. MORTON & CO.
INCORPORATED

G. H. WALKER & CO. BRAMHALL, BARBOUR & CO., INC. DOLPHIN & CO.

G. C. HAAS & CO. JENKS, KIRKLAND &, CO. R. H. MOULTON &, COMPANY

WM. E. FOLLOCK &, CO., INC. THOMAS & COMPANY JANNEY & CO.

July 18, 1949.
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Connecticut Brevities
Directors of the Phoenix State Bank & Trust Company and the

Capitol National Bank & Trust Company, both of Hartford, have ap¬
proved an agreement of merger. The plan provides that prior to the
merger Phoenix will change the par value of its stock from $100 to
$25, thereby effecting a four fo ~
one split and will declare a 25% , bonds, series B due Feb. 1, 1974,
stock dividend. The present 16,000, at a price of 101V4 to institutional
shares of $100 par will thus be¬
come 80,000 shares of $25 par. Fol¬
lowing this Phoenix stockhold¬
ers would exchange their stock on
a share for share basis in a new

company of the same name. Capi¬
tol National stockholders will be
entitled to two and one-half shares
of stock of the new corporation
for each of the presently outstand¬
ing 12,000 shares. The new bank
would have a consolidated capital
of 2,750,000 represented by 110,000
shares. Capitol National will con¬
tinue to be operated as a branch
bank. /V.-. :-

* * *

Fafnir Bearing Company an¬

nounced on July 1st that it was
lowering prices on inner ring ball
bearings and housed units b.y 10
to 15%. The company also stated
that it had purchased property in
Dallas, Texas, to be used as
an-office and warehouse head¬
quarters.

• 1 *, '• * * : '■■■' .

Stockholders of Hartford Fire
Insurance Company will meet
September 22nd to vote on a pro¬
posed stock dividend of 331/3%. If
approved, the present capitaliza¬
tion of 1,200,000 shares of $10 par
stock will be increased to 1,600,000
shares. Tentative plans call for
issuance of the additional stock on

November 1, 1949, to stockholders
of record October 3rd. It is indi¬
cated that the company expects
to maintain the present dividend
rate of $2.50. The board of di¬
rectors of Hartford Accident &
Indemnity, wholly owned subsid¬
iary of Hartford Fire, voted to
double its present capital of
500,000 shares of $10 pai* stock
through sale of 500,000 shares at
$20 par to the parent.1 Of the $10,-
000,000 proceeds, $5,000,000 would
be added to surplus and a similar
amount to capital. 1

Stockholders of Segal Lock &
Hardware Co. will vote on August
3rd on a proposal to borrow
$1,750,000 from the R. F. C. The
company plans to use the money
to increase production at its new
fastener plant at Sumter, S. C., to
complete the expansion program
at its hardware plant at Norwalk,
to repay short-term bank loans,
to redeem 6% debentures and to
increase working capital. t.

. / # * * i-'. 'j v.'.'
Hartford Gas Company has sold

$1,500,000 first mortgage 3%

Tifft Brothers
Members New York and Boston Stock

. t Exchanges

Associate Members New York Curb
Exchange

, Primary Markets in

Hartford and

Connecticut Securities

Hartford 7-3191

New York:
„

BArclay 7-3542

Bell System Teletype: HF 365

investors.

: * * .v * "''v.-lv' ■,

Veeder-Root's new 'plant in
Hartford will be in full operation
by the first of August and the
company will have completed the
transfer of all operations from its
Bristol plant to Hartford by thai
time. The company's earnings re¬

port for the first 20 weeks of 1949
showed a profit of $1.21 per share
of common.

* * *

Cheney Brothers has decided
to discontinue production of fin¬
ished neckties and will concen¬

trate on selling of fabrics to the
neckwear » manufacturing trade.
The company believes that its
modernized fabric mill presents
opportunities for growth in that
field.

* ■ * Hi - .

The Hamilton Standard Pro¬

pellers division of United Aircraft
Corporation has announced the
development, under the auspices
of the U. S. Navy, of an aircraft
propeller carrying its own oil sup¬
ply for use with gas turbine en¬
gines. The new propeller, which
is to be called the Turbo-Hydra-
matic, can be used with high
power engines and will have a
more accurate and rapid response

to the sensitivity of gas turbine
engines. t tj

; He * ❖

Of the 36,000 shares of the com¬
mon stock of Bridgeport Hydrau-
1 i c Company recently - offered
through rights, 34,340 shares were
subscribed for. The remaining
1,660 shares were sold through un¬
derwriters. ' J

Manning, Maxwell & Moore has
announced a new price guarantee
policy for its distributors. For the
remainder of this year the com¬

pany offers protection to its
300 industrial supply distributors
against inventory loss on direct
shipments for a period of 60 days
after new items are ordered for
Inventory. . - i

* * y ,v;-' V-',''y
Southern New England Tele¬

phone Company's recent stock
financing, which is estimated to
net about $9,970,000, will be used
to pay a debt of $4,500,000 to
American Telephone & Telegraph
and to 1 provide $5,470,000 for
the current construction program.

Company officials have estimated
that more than $20,000,000 of ad*-
ditional funds will be necessary

to complete this construction pro¬

gram. 1

E. R. Trafford Opens
Own Inv. Firm
EXETER, N. , H.— Edwin R.

Trafford is engaging in^a securi¬
ties business

, from offices on Ep-

ping Road. Mr. Trafford was for¬
merly Vice-President of E. A.

Straw, Inc.

SPECIALIZING IN
1

Connecticut Securities
PUBLIC UTILITIES — INDUSTRIALS

Write for specific recommendations of issues with ' , .

long records of unbroken dividend payments.
**' +■ " "i *. "• . i '"i j,

Chas.W. Scranton & Co.
MEMBERS NEW YORK STOCK EXCHANGE

New Haven 6-0171

New London 2-4301

Hartford 7-2669

New York Canal 6-3662

Teletype NH 194

Waterbury 3-3166
Danbury 5600

Investment Bankers Association Nominates
Albert T. Armitage for Presidency in 1950

: j CHICAGO, ILL.—Albert T. Armitage, President of Coffin & Burr,
Incorporated, Boston investment banking house, has been nominated
as the next President of the Investment Bankers Association of

Albert T. Armitage
Hazen S. Arnold Mark C. Elworthy

rn

John F. Fennelly Joseph T. Johnson Laurence M. Marks

America, it was announced by Hal H. Dewar, of Dewar, Robertson &
Pancoast, San Antonio, President of the Association. Named with Mr.
Armitage are the following nominees for Vice-President: ;

Hazen S. Arnold
Mark C. Elworthy
John F. Fennelly
Joseph T. Johnson
Laurence M. Marks

Toledo
San Francisco'

Chicago
Milwaukee <

New York

Braun, Bosworth & Co.
Elworthy & Co. t ^

Glore, Forgan & Co.
The Milwaukee Company
Laurence M. Marks & Co.

j Nominations, made by the Board of Governors of the Association,
are considered tantamount to election in the IBA, which will act on
the ticket at its annual convention scheduled for Defc. 4 to 9 at Holly¬
wood Beach Hotel, Hollywood, Fla.

Mr. Armitage started in the investment banking business in 1912
with the old firm of Blodget & Co. in Boston. He became associated
with Coffin & Burr, Incorporated, in 1919 as manager of the trading
and sales department, later became Director, Treasurer, Vice-Presi¬
dent) and iii 1941 ^as elected President. . i |

He is a Director of Bates Manufacturing Co.; Director and mem¬
ber of the Executive Committee of Keyes Fibre Company; and Vice-
President, Trustee, and member of the Investment Committee of the
Danvers Savings Bank. During the Second World War Mr. Armitage
was a member of the Executive Committee of the U. S. Victory Fund
of the First \ Federal Reserve District and co-Chairman for
Massachusetts. . - y

[His activity in the Investment Bankers Association began in 1937.
He was a Vice-President from 1942 to 1944, a Governor from 1945 to
1948, and was again elected Vice-President in 1948. He has served
on numerous committees, including Trading, Over-the-Counter Mar¬
kets, Unlisted Trading, Federal Legislation, Group Chairmen's, Pub¬
lic Service Securities, of which he was Chairmap from 1941 to 1943
and from 1944 to 1945, and was Chairman of the Administrative Re¬
view Committee from 1944 to 1945. Mr. Armitage was Chairman of
the New England Group of the Association irom 1943 to 1945 and has
served on various committees of the Group.

NSTA Notes
(Continued from page 8) y

Where the rivers flow like magic and the water is crystal clear.
If you like pure air and sunshine, then—for 'Goodness sake'— *
Come here!"

* * * , \

''Full Convention plans are being formulated and the prospectus
on the trip will soon be in your hands, but we do wish to sort of whet
your appetite with this little teaser," the Committee reports.

" "The above, of course, is for the regular Convention, but don't
forget that you are also all invited for 30 hours of pleasure in Denver
'the Mile High City' which extends to. you a most cordial invitation
for Oct. 4 and 5. Just because you are not on the special train from
Chicago to Denver, don't let it deter you from including Denver in
your itinerary. Anyone earning to Denver first would take the special
from Denver to Colorado Springs and be with the whole gang 36
hours sooner. :;'.y . ■ .... y v y'yy:'y,V"' V"-:;- ... \ C

"A full and complete program is being arranged jointly by the
Denver Bond Club and the Investment Bankers Association by Bob
Mitton, Robert L. Mitton Investments, President' of the Bond Club
and Raymond E. Sargeant, J. A. Hogle & Co., President of the IBA
Rocky Mountain Group. * > - y •

"A trip is planned to Buffalo Bill's grave; Park of the Red Rocks
and Lookout Mountain and, of course, for the ladies, all of whom we

hope will be here, there will be a luncheon at the 'Top of the Park.'
A cocktail party and banquet will also be held on the night of Pet. 4
at the nationally-known 'Brown Palace Hotel.' * We ' have even

arranged to have the Presidential suite as a powder room for the
ladies. . ...

"Markets may be up or markets may be down but we will look
for a visit from all of you during our Indian Sjimmer in October!"

COMING

EVENTS
In Investment Field

July 27, 1949 (Pittsburgh, Pa.)
Bond Club of Pittsburgh Mid-

Summer Picnic at Mill Grove,
North Park.

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

Investment Bankers Association
1949 meeting at the Gearhart
Hotel, Gearnart, Oregon. *

Sept. 23, 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, y

Halsey, Stuart Offers
Sf. Joseph Power Bonds
Public offering of $4,750,000 St.

Joseph Light & Power Co. first
mortgage bonds, 3% series due
1979 is being made today by Hal- ,

sey, Stuart & Co. Inc. at 102V\%
and accrued interest. Award of

the bonds was won at competitive *

sale on the firm's bid of '101.729.
Proceeds from the sale of the*

bonds will be applied to the con¬
struction and acquisition of addi- -

tional property which, during'the
three years ending Dec. 3,1, 1951,
will require the expenditure of"
approximately $8,300,000.' As a

part of its present financing the
company is selling additional com¬
mon stock to its parent for $2,000,-
000 cash.

For the 12 months ended April
30, 1949, St. Joseph Light & Power
Co. reported total operating rev¬
enues of $5,754,072, and after:
maintenance, depreciation and all
taxes, there remained gross in¬
come of $896,648; annual interest
on long-term debt now outstand¬
ing including this issue will re¬
quire $265,969.
Beginning in 1951 a sinking

fund will operate to retire 1% of
the bonds annually. For this pur¬

pose bonds may be redeemed at
prices ranging from 102.30% to-
100%. For other purposes the.
bonds may be redeemed at prices
ranging from 105.25% to 100%.
St. Joseph Light & Power Co.

provides electricity, passenger.
transportation or steam for heat^
ing and Industrial purposes to an*:
estimated population of ,150,000,,

principally in the City of St. Jo-,
seph and its environs. It also sup¬

plies one community with gas.

h

RH -jrr lp »«•»*»»•*» c > ♦ V* '#*■««4 « rf (t i 1 r)

Turner & Poindexter

Join Wagenseller Go.
LOS ANGELES, CALIF.—An¬

nouncement is made that the busi¬

ness currently conducted under

the name of Turner-Poindexter &

Co. will be continued by Stephen
C. Turner and Clifford E. Poin¬

dexter in association with Wagen¬

seller & Durst, Inc., 626 South

Spring Street, members of the Los

Angeles Stock Exchange.

Bache Co. Adds Two
(Spec:?.! to The Financial Chronicle)

CHICAGO, ILL. — George W.,
Grimsman and Bernard I. Miller

have been added to the staff of

Bache & Co., 135 South La Salle
Street.^ ' _•
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Bankand Insurance Stocks
By H. E. JOHNSON

This .Week—Bank Stocks ; . "
At this time with the operating ^records of the .major banks in

Wew York City now available, it seems advisable to review the re¬
sults for the first six .months of the current period along with the
prospects for the remainder of the year. >

. //'.'-r
The banks rihat reported operating earnings for the first six

months showed only minor changes from the similar'period of 1948.
' *

An analysis of the important factors accounting for this indicates
that although loan volume was declining at a rapid rate for a consid¬
erable portion of the period, the immediate effect of the loss of
•earnings was offset to some extent by the increased yields on loans
and investments, the larger holdings of securities, and the reduction
of reserve requirements.. V v.,.~ -'t. ./•

While there has been a tendency in the last six to eight months
for interest-rates to stop rising and soften somewhat, they are gen¬
erally higher today than they were for the corresponding period of
1948. As a result the yield on loans and investments has been greater
so far in 1949 than a year ago. : ; : '';

I The reduction in reserve requirements in the record quarter
provided the central reserve city banks with' additional earning
assets. Although present reserve requirements are still lafger than
last year at ihis time, this move by the monetary authorities enabled

- the banks to expand their holdings of government securities and'to
•

offset, in part, some of the loss of earnings resulting from the decline
in loan volume.■:% 'f-'-

i While operating earnings were relatively stable' profits.yirom •

securities were in most cases lower.; A number of the institutions
' whidh because of special circumstances reported losses on such trans^
actions last year, - reported minor profits.' Of the banks reviewed
none indicated aJoss,on securities for the first six, months.

The following table presents the earnings record of the*major
f banks for the first half of the current year. f' ^ v,; > V•'v? Y

v "EARNINGS FIRST SIX MONTHS
. « "* 1"

... ' ;v. ... • ' ' '
. \ I ■ ' •. J ',

■ v f • fk* • - X -..Indicated Operating • Security * i ; Total y -;■
- * : Earnings Earnings . / Profits;! Earnings y

> < / ,'r. 1949 1948 1949 1948 1949 1948 1949 1948.
♦Bank of Manhattan. $1.00 $0.86 $1.00 $1.10 ___ $0.04 $1.00 $1.14 *
Bankers Trust , 1.24 1.63 1.52 1.63 $0.09 t0.17 1.61 1.46
Central Hanover 3.00 3.00 —

Chase National 1.23 1.06 1.15

Chemical Bank 1.47 1.48 1.42

Commercial National 1.64 1.71 1.64

Corn Exchange 2.48 2.45 —

First National—... 37.38 42.11 35.68 39.13

Guaranty Trust 9.41 * 9.18 8.74 8.32

Irving Trust 0.59 0.60 0.67 0.65

♦Manufacturers Trust 2.33 2.38, 2.33 2.38

^National City 1.37 1.55, 1.62 1.57

: New York Trust 3.09 3.14 3.09 3.14
Public National ____ 2.23 2.32 —

*

U. S. Trust 20.89 18.86 — -

"Eased upon capitalization as of June 30, 1S49.
•Farmers Trust.

— Not Reported — .—

1.27 0.08 f0.21 1.23 1.06

1.48 0.05-'*0.01 1.47 1.49

i.7i ' — ;i: ;~r: —'
— Not Reported — —

1.01 2.99 36.C9 42.12

0.06 1.28 8.80 9.60

0.04 — 0.71

0.01 0.10 1.63

0.02 11.47 3.11
— Not Reported —

— Not Reported —

0.65

1.67

1.67

tDeficit. tlncludes .City Bank

What about the outlook for the remainder of the year? I believe
the prospects are for continued stability of earnings. y v

v; Factors which indicate lower earnings are the decl'ne in loans
and the softening of interest rates., Offsetting factors are prospects
of a seasonal rise in loan volume and a further reduction in reserve

requirements which along with deficit financing will increase earn ng

assets.'.:-y-yp';
-

, Although much emphasis has been placed on the sharp and con¬
tinued decline in loan volume, the total loans and discounts outstand¬
ing at the principal New York City banks as of June 30, 1949 were
2.5% above a year ago. * Also some seasonal borrowing is to be ex¬

pected in the second half of the year. Most of the loan payments
:the past few months have reflected inventory liquidation and the
general conservatism of business in reducing debt. Mid-year balance
sheets of retailers indicate they are carrying only minimum stocks

As we approach the fall and Christmas buying season the neec
•for additional inventories by wholesalers and retailers should resul'
in some increase in loans. They will, however, be less than last yeai
as lower prices and sales will reduce the need for borrowing.

In regard to the downward trend of interest rates, the change s:
far has been relatively minor and present rates for loans and govern¬
ment securities are still above a year ago. It was in the third am

.fourth quarters of last year when the rates on loans and securities
were increased significantly. Recent changes, in the rate structures
should hot materially influence this year's earnings, . - , ,

Concerning earning .assets, they could be-increased by a further
reduction-in reserve requirements. During 1948 the Federal Reserve
raised reserve requirments at central reserve cities on three different

occasions by two percentage points each time.. This action was taken
-at a time' when bank credit was expanding, prices were rising and
inflation was the concern of the monetary authorities. In order to
-meet'the problem additional authority over bahk credit was requested
"and granted by Congress for a temporary period.-

•; <1.: With the downturn in business starting around the first of the
-year arid the reduction of prices in many, lines, .the Administration
now looks upon deflation as the chief problem confronting the econ¬

omy. In view of the actions of last year and considering the recent
.statements of the authorities ft would seem logical to expect a further
cut in reserve requirements. About the only question is when it will
come. Considering the past aetion of the Board it could come at the
most unexpected time. I1.'
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Outlook for Brewing Industry1
; By S. LOGAN STIRLING

Manager, Investment Research Department,
Eastman, Dillon & Co., Members of New York Stock Exchange

Investment analyst foresees new period of prosperity in brewing industry die in large part to lower raw
: materials and container costs. Points out brewery industry is not affected by changes to business condi¬
tions, and that in Great Britain and on European continent, brewery company shares are regarded as
:;r; high-grade, stable investments.

Growing competition for the consumer dollar and!the end cf price inflation, which
are adversely affecting earnings in many industries, have helped bring a new period of
prosperity to the larger brewery companies. Earnings of four large beer producers, whose• ' ■ '

securities are —-— — — ;

f i-r s t quarter
of i 4949 over

the corre¬

sponding pe-J

S.,Logan. Stirling

in sales i and

earnings * are
i n di'ca ted.;
While demand

for beer is stable by ooiitrast with
that for most goods, consumption
during the peak Summer months
is nearly twice that of the Winter:
months. Beer sales move broadly
with the level of consumer in¬
come. Reflecting wartime stimu¬
lus, beerwithdrawals trended
upward to a 1945 peak of about
81,300,000 barrels, or 18.11 gallons
per capita. The decline in 1946 to
79.381 000 barrels reflected gov¬
ernment curbs on production, be¬
cause of grain shortages. Relaxa-
lion of curbs and continued high
consumer buying power lifted
wiihdiawals to a net high of 87,-
172.000 barrels in 1947. The de-
elide to 85r036 000 barrels sold in
1948 rfeflecte.d adverse weather
conditions in some sections and
local production interruptions
from strikes.

. ' ' v
A relatively high level of na¬

tional income is expected to be
maintained for some time'to come

and, should prices ease in line
with lower material Costs or ex¬

cise taxes be reduced, per capita
consumption may exceed the post
prohibition high of 18.76 gallons
in 1947. Stimulated by the greater
supplies of cans, sales,of the more

profitable packaged beer are ex¬

pected to make further inroads on

draft beer which dropped to 31%
of the total market in 1948 from
about 75% in 1933.

. While beer
consumption in 1948 declined
2.6%;- packaged sales < were off
only 0.6% compared to a decline
of 6.8% for draft beer.., Total
beer sales in the first quarter, of
1949 declined 0.2% from the pre-

listed. on the full year is expected to surpass
New York the quantity sold in 1948.

1 S4 o c k Ex- j. The . largest single item in the
change,- have price of beer is taxes which ac-

: shown gams count for over 50% of the total
to Jn some cases. Labor costs repre-

138%^ in- the sent' only :a small proportion of
total production, expenses. Among
the raw materials used in brew¬
ing, malt is the principal item,*

J! accounting for about 70% of totalriodii vXtfj last .raw material costs/and its price
year and fut-N follows that of barley, the prmci-
ther increases pal ingredient. In good quality :'

beers,'Which range from 3.4% to
3.8% in aleoholic content, about
one bushel of malt is used for each
.31 gallon barrel of beer. From
4934 to !1945," the price range of
malt was from 81c to $1.64 per.
bushel,' with the average price ap¬
proximating ?■ $1.20 per '• bushel.
With the, lifting of price controls,
the price of malt advanced stead¬
ily info the first half of 1948 when
the price reached $2.79. Prices
have; since reacted and for the
first four months of this year
prices ranged between $1.99 and
$1.76 per bushel. Leading brew¬
ing companies do not anticipate
any important inventory losses,
■even if raw material prices con¬
tinue to decline, inasmuch as,most
companies are buying supplies on
a weekly basis and carry [ only
about one week's inventory.. The
afging process for beer takes only
from four to six weeks. A

ceding, year but volume for. the creasing beer sales and in certain

The competitive position of the
bigger companies is being im¬
proved due to the decline in the
number of breweries operating in
this country. At the present'time
there are about 460 breweries in
the U. S., mostly small companies
privately owned, as compared with
around 712 companies in 1934. In
1948 the five largest companies
controlled about 22% of the!total
beer business of the country, a
marked increase over 1947.! The
ratio is expected to be further en¬
larged in the future. *

f

Beer is commonly called the
poor man's drink, thusjit.is a
product .for - the- mass markets.
Greater leisure among the work¬
ing classes tends to increase beer
consumption.- The five-day, forty-
hour week has been a factor in in-

areas, notably Detroit, sales of
draft and case beer have increased
during lay-offs and strikes in im¬
portant industries. As in the dis¬
tilling industry, a large degree of
the success of a brewery depends
upon the extent and effectiveness
of its advertising. Since the large
companies have the funds 4o fi¬
nance such programs and the
plant capacity to meet shipping
demands, fhey are in the best -po¬
sitions to develop1 increased vol¬
ume and earnings this year.

Leading brewing stocks have a
number of characteristics wMch
are not so uniformly present with
stocks in many other industries.
Most of the companies in this field
have demonstrated their ability to
earn satisfactory profits both in
good years and bad while they,
have also consistently followed a».

substained and fairly liberal divi¬
dend policy. In this connection,
dividend payments have bean'
more liberal than with the dis¬
tillers since'their capital' needs
for > inventories are not particu¬
larly heavy. In most cases, divi¬
dends were increased in each

year from 1946 to 1949, inclusive.
Most beer stocks are now selling
at relatively low price-earnings *

ratios, offer good yields and have
ready marketability. However, the
marked improvement in earnings „

for most companies which is now*)
under way and which seems likely.*
to be well maintained, should help
to encourage wider interest in.
these shares. It is of interest to

^

note that in Great Britain and on

the Continent, the brewing indus¬
try has always been recognized as
a stable and basic business, and
over the years the shares of most
of the companies abroad have
been considered high-grade in¬
vestments.

* We. have studied the position
and prospects of five brewing
companies whose issues are listed-
on the New York Stock Exchange
and believe the stocks of the three

large Mid-Western companies—
Pfeiffer, Falstaff and Goebel-^-are
the most attractive, believing they
offer interesting speculative possi¬
bilities at this lime since they
combine both yield and good ap¬
preciation orosoects.

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

,750,000

St. Joseph Light & Power Company
- i First Mortgage Bonds, 3% Series due 1979 .

Dated July 1, 1949 '• :/'■ i ^ . Due July 1, 1979

Price 102.25% and accrued interest

•

. •Copies of the Prospectus may be obtainedfrom the undersigned.

HALSEY,-STUART & CO. Inc.
July 21, IMP.
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To the Stockholdert:

April 30, 1949 mariced the close of your
Company's fiftieth fiscal year, 'ihe result
of operations for that year and the con¬
dition of your Company and its subsidiaries
at its close are as shown by the annexed
statements— Consolidated Balance Sheet, •

Income Account and statement of Consoli¬
dated Earned Surplus, all las usual) pre¬

pared and certified by independent auditors.
As shown, the Net Earnings for the year-

amount * to Four MdLo.i, Nine Hundred
and Thirty-two Thousand, One Hundred.
and Fourteen Dollars and Fourteen Cents,
this after all charges, including deprecia¬
tion and taxes, Federal, rtate a.id local.
To quote from a prior report:
"The Preferred shares of the Com¬

pany are non-cumulative. Under the;
provisions of the Company's - charter,
as such provisions have been construed
by the Courts of New ^Jersey, under

• the laws of which state the Company *

: is incorporated, the holders of Preferred
^ shares are entitled each year, out of '/ <

that year's earnings calculated-on a
non-consolidated basis, to such amount,y

i by way of dividends, as are warranted . ,

% ;by the year's earnings, up to seven per
-cent of the par amount of such shares, ,

- before there may be paid ©nCommon
'shares any dividend -out of the earn- f

;v. ings of such year.".;,,
;/A* ,0' tbe ^ginning of your Company's
. fiftieth

^ fiscal year, it had fully discharged
:its dividend obligations to the holders of
; its preferred stock for all years prior to
that recently (April 30, 1949) closed—and
out of the earnings of that year there al¬
ready have been declared three (quarterly) 1
^dividends, each of one and three-quarters
per cent on the preferred stock outstanding. ?
As* the earnings for the year warrant the ^
payment therefrom of the full seven per
cent dividend for the year on such shares,
it is expected that there shortly will be
declared a fourth (quarterly) dividend of
like amount on our preferrejLgkhares—thus
fully: discharging our dividaMT obligations
as to that class of stock do^^^to the begin¬
ning of our fiscal year now current—and"
that coincident with the declaration of such
.dividend on our preferred shares there will
be declared a dividend on our common

;shares then outstanding. ^ V » >
At the beginning of the fiscal year re-

cently closed, your Company-and its sub¬
sidiaries had on their books, as a "carry¬
over from the preceding year, business
amounting in- dollar value to somewhat
more than Two Hundred and Eighty Mil-
lions—this on the basis of the prices at
which the business had been booked and
irrespective of the increases to which we

-might become entitled for-completed work
through the operation of the "escalation"
provisions forming part of practically all
contracts as originally made—such providing
for an increase of price to be paid to cover,
in whole or m part, an increase in our cost
of production due to a possible increase in
material and labor costs becoming effective
intervening the making of the contract and
its completion At the close of the year, ;,
after allowing for deliveries made and ad-
dmonal orders taken during the period,
the dollar value of unfilled orders on our

books amounted to approximately One Hun-
dred and Thirty Millions—this again with-
out regard to "escalation."

Naturally, to care for this great amount
of work requires not only the accumulation
ol an inventory commensurate with its vol.
ume inventory items (as noted in prior
reports) being payable by us upon receipt
of the material while we mtfst wait for our

payment until the completion of the par-

IZ Z 7,r, °r Which. ,he inv(!nt<"T items
vo?.r r re<l',"re8 also 'he use of
from U°TT8 '• by W "f l"ansfrom its banks, to meet its obligations as
they accrue in the course of its operations

plTted"6 rece,pt of Payment for work com-

"f«Yr°li"0mPany. dueS- not ma»ufacture
(a. n . J ^pra.Cl"'all>' 118 enti« inventory
to .h» "/T reP°rt> being allocated

' Inai I h L j° . Particular contracts ac.
a« i If r° 'j' • " resl,It• our inventoriesare self-liquidating as work progresses they
are converted into comnleled product, deliV
ered and paid for, w">h co-seunent less-

?"j"g °f ,he amount of our bgnk borrow-
1?JL' j Because of comnleted products de¬livered since the beginning of our year now
current, both the size of o„r inventory and
the amount of our borrowings are at this

on"th^' fiery SUfT'an,iallv l'« lHan a's shown
rented? '' SU""neats herewith pre-
During the year your Comnany's plants

were well maintained and efficiently oper-

Q,C,£

FIFTIETH ANNUAL REPORT-YEAR ENDED APRIL 30, 1949

! CONSOLIDATED BALANCE SHEET APRIL 30, 1949

V'". ASSETS . ' :'u ^
CURRENT ASSETS:

Cash In banks and on hand $12,545,984.25 ■<'
— 1,205,020.00 a . v 1

30,735,804.86
4AVVAUVU VMWAMVW ^ ^ u ^ 932 063 72 ' ' * f
Inventories at cost or less, and not in excess of present market prices____ 59,430,07o!o2 $106,848,942.85

Marketable Securities (less reserve) at Market Value __

Notes and Accounts Receivable, less reserve Z- „„

Accrued Unbilled Escalation Cnarges.

PREPAID AND DEFERRED ITEMS — _ ___^ i ;
NOTES RECEIVABLE—MATURING SUBSEQUENT TO ONE YEAR, LESS RESERVE i _ „

MISCELLANEOUS SECURITIES, LESS RESERVE ;
DEPOSITS OF CASH AND SECURITIES FOR COMPENSATION, INSURANCE, ETC
PLANT AND PROPERTY ACCOUNT (See Note 1):

Land and Improvements i— $ 6,804,886.37
'

Buildings, Machinery and Equipment _____ ; ____ $109,635,291.67
Less: Amortization and Reserve lor Depreciation— 53,806,388.01 55,828,903.66

827,997.62
363,291.72
101,719.36
289,352.97

Intangibles .: 18,865,076.39 - 81,498,866-42

i . $189,930,170.94

Note j: Plant and Property of Parent Company included in above valuations were inventoried
; and valued by Coverdale & Colpitis; Consulting Engineers, as of April 30, 1939,-on the

...basis of values at March 1, 1913, with subsequent additions at cost; CPlant and Property
- of Subsidiary Companies are included at cost. '• ;:-r : ""V

:>liabilities
j CURRENT LIABILITIES: -r "J- ?-I ■

f Notes payable to Banks__ —* $35,000,000.00
. 1 Accounts Payable and Accrued Expenses.. i ' 19,136,646.04

( Accrued .Federal, State and Local Taxes Uw/ $4,792,571.32 - • --
Less: U. S. Tax Saving Notes i ? 600,000.00 ... 4,192,571.32

Advance payments received on sales contracts
Sinking Fund requirements due within one year under indentures securing
debenture issues of Shippers' Car Line Corporation-—

1,154,551.25 :

685,000.00 $ 60,168,768.61.

SINKING FUND DEBENTURES OF SHIPPERS' CAR LINE CORPORATION, A
CONSOLIDATED SUBSIDIARY:

3% DUE APRIL 1, :i961 — $ 4,150,000.00
2% DUE JULY 1,-1962 - 3,100,000.00
3%% DUE APRIL 1,. 1963—_1 — >2,180,000.00

MINORITY INTEREST IN CONSOLIDATED SUBSIDIARY

RESERVE ACCOUNTS: »/''•/.'.* . , 1
For Employees' Welfare Plan (See Note 2) $ 4,547,308.95
For Contingencies ; —_—— i_ 8,258,210.97
For Dividends on Common Capital Stock, to be paid when and as declared by - -
Board of Directors — ; ; ■ 735,744.74

CAPITAL STOCK:

Preferred:
.

Authorized and issued 300,000 shares—par value $100.00 per share $30,000,000.00
>Less: 10,550 shares of Treasury Stock — r 1,055,000.00

Common:

Authorized and issued 600,000 shares—no par value $30,000,000.00
Less: 600 shares of Treasury Stock 30,000.00

CAPITAL SURPLUS: . '
Excess of acquired equities over cost of investment in consolidated subsidiary $ 2,397,790.63
Excess of par (or stated) value of Treasury Stock over cost of acquisition 551,600.25

EARNED SURPLUS ACCOUNT, See Statement - - 44,917,204.02

9,430,000.00

8,542.77

13,541,264.66

28,945,000.00

29,970,000.00

2,949,390.88

$189,930,170.94

ated, reaching a high degree of productive
activity. Many improvements have been

AMERICAN CAR AND FOUNDRY COMPANY
excellence of output which has always been
a characteristic of your Company's product.
The morale prevailing throughout your or¬

ganization is of the best. Our .financial
structure is sound, with resources ample for
the operation of our business. At this
writing, as noted above, both our inventories
and our bank loans are substantially less
than they were at the close of the year,
and both will gradually be liquidated as
work on hand is completed. The operations
of our subsidiary companies have been en¬

tirely satisfactory, both as to earnings and
otherwise—^and there is no reason to fear
any material change in that regard. We
have been singularly fortunate in our labor
relations, having had, during the year, but
one strike that seriously interfered with
production, and that at but one of our plants.
The differences with our men which led
up to that strike were adjusted to the satis¬
faction of both sides and with material
benefit to both your Company and its work¬
men. - • '

. An outstanding achievement of your Com¬
pany during the year was the completion
of the-(so-called) "ACF-Talgo" train, pos¬

sibly the most revolutionary vehicle on rails
for passenger service since the invention
of the swivel truck and the sleeping car.

In the development and engineering of this
new concept in rail transportation, your

Company has been working since 1945 in
close association with the Spanish firm,
Patentes Talgo. The perfecting of the de¬
sign and the construction of this train pre¬
sented many problems, all of which were

successfully solved by our engineering de-
, partment, with the result that we have pro¬
duced a train having many advantages over

the now-standard type of passenger car—

among those advantages being greater sta¬
bility for sustained high speed with resultant
ride improvement, less derailing tendencies
due to the wheel and coupler arrangement,
reduced operating charges, and, importantly,
a much reduced initial cost. The train as

completed has attracted a great deal of
favorable attention, both professional and
•otherwise, has been inspected by many of¬
ficials of various of our railroads, and un¬

doubtedly will prove to he a factor of
importance1 in the search for improvements
in methods and means of passenger trans¬

portation. Two of these trains will shortly
be shipped to Spain and will there be put
in regular revenue service between the
Spanish capital and the French frontier—
the third to remain in this country for
purposes of demonstration and continued
research.

At this writing, world conditions' verge
upon the chaotic. The reasons advanced to
account for this are many and varied—so
many and so . varied as to be impossible
of reconciliation. Be the real reason what
it may, it cannot be doubted that the pre¬

vailing mental attitude, both here 1 and
abroad, is one of timidity and uncertainty
—industrial, economic, financial and po¬

litical. Justification for this attitude may

be found in the apparent slowness of the
progress made in bringing about the read¬
justments inevitably consequent upon the
termination of the titanic struggle in which
practically the entire world was so recently
involved. Your Management does not share
in this attitude of defeatism. On the con¬

trary, it feels that progress, slow though it
be, toward such readjustments is being made
and that satisfactory results will ultimately
be attained, and that there is no valid reason

for viewing the future, immediate or re¬

mote, in a spirit of despondency.
So far as concerns the field of manufac-

*

turing activity in which your Company is
principally engaged, the year has been one

' of mixed trends, of considerable buying
"

activity during a portion of the time and
r practically a dearth of such (still continu¬
ing) toward the close of the period, i : .

The reluctance of the roads to place or¬

ders for additional equipment at this time
is understandable. The burdens under which

they labor are grievous—constantly increas¬
ing cost of operation, comparatively untaxed
competition by truck, bus and airplane in
the carriage of both passengers and freight,
and a disinclination to grant them the right
to make a charge for the service they ren¬
der commensurate with its cost to them and
the worth to their patrons of the service
given. Notwithstanding the inequities under
which the roads suffer, their continued and
effective operation is essential to the well-
being of our country—and it has truly been
said that in the event of war they constitute
our first line of defense. It is therefore of

necessity that they must have ' equipment,

Note 2: .The Reserve for Employees' Welfare Plan has, during the year, been charged with the
net amount <after tax benefits) of 4$152,728.83 on account of employees' retirement cost
applicable to past services. 1 u

STATEMENT OF CONSOLIDATED
Gross Sales and Car Rentals, less discounts and
allowances ; $219,648,483.40

Cost of Operations, including Administrative, Selling-
and General Expense, but before Depreciation 206,213,643.55

$ 13,434,b39.85
Depreciation ' ^ 3,750.865.51

Earnings from Operations $ 9,683,974.34
Other Income: -

. . -

.Dividends — $ 114,604.28
Interest 263,385.39 ; „ ;

. Royalties .? i 65,420.73
Cash Discounts 437,440.82
Miscellaneous 82,392.80 PP°.244.Q2

$ 10,647,218.36

INCOME ACCOUNT
ERNEST W. BELL and COMPANY

certified public accountants

25 Beaver Street, New York

To the Stockholders or

American Car and Foundry Company, ^
30 Church Street, New York City

We have examined the Consolidated Balance
Sheet of the American Car and Foundry Com¬
pany and its subsidiaries as of April 30, 1949
and the related Consolidated Statements of
Income and Surplus for the fiscal year then
ended. Our examination was made in accord¬
ance with generally accepted auditing standards,
and accordingly included such tests of the ac¬
counting records and such other auditing pro¬
cedures as we considered necessary in the cir¬
cumstances.

In our opinion, the accompanying Balance
Sheet and related Statements of Income and
Surplus present fairly the consolidated financial
position of the American Car and Foundry
Company and its subsidiaries at April 30, 1949,
and the consolidated results of their operations
for the fiscal year, in conformity with gen¬
erally accepted accounting principles applied on
a basis consistent with that of the preceding
■year, :>■:- :.v: "

ERNEST W. BELL and COMPANY

New York, June 30, 1949 .WV"

STATEMENT OF CONSOLIDATED EARNED SURPLUS
Balance, May 1. 1948 .___ $ 42,226,315.77
Add: Net Earnings for year $ 4,932,114.14

Adjustment of accrual for prior years' Federal Income Taxes 1,583,124.11 6,515.2?8.2$i
;i : •' 'vl-a;? W-. ■ - :-y. $ 48,741,554.02

Deduct: Dividends paid during the year on capital stock publicly held, viz.:;r
On Preferred, $3.50 per share from earnings for year ended April 30, 1948 vJ'v,': V :

v and $3.50 per share from earnings for year ended April 30, 1949 $ 2,026,150.00
On Common, $3.00 per share 1,798,200.00 3,824,350.00

Balance, April 30, 1949__L__ $ 44,917,204.02

Note: Federal taxes are shown before tax benefit of. $94,053.69 as a result of charges made to " •V-'Mf-y
the Reserve for EmDlovees' Welfare Plan. This saving has been applied as a reduction ;
in the charge to said reserve. : v"' / J. :-v"' y.';!V--S

Other Charges:
Interest - - * $ 1,562,946.89
Royalties 388,820.93
Loss on Property Retirements ' 149,606.81
Miscellaneous x__ 127,967.80 2,229,342,43

Net Earnings before Provision for Federal Income
Taxes $ '8,417,875.93

Deduct—Provision for Federal Income Taxes (See
Note) — — 3,485,761.79

Net Earnings Carried to Surplus $ 4.932,114.14

rolling stock anjd motive power, adequate , to
meet the demanids, actual or prospective, that
may be made upon them properly to discharge
their functions not only as carriers of the prod¬
ucts of the country's industry and commerce
but also as our "first line of defense" in any

possible (even though at the moment unlikely)
attempted aggression against our safety and well-
being. That the roads with their present rolling
stock are in condition to meet such demands as

may be made upon them is at least doubtful—
and your Management feels justified in the be¬
lief that in the near future there will be a re¬

sumption of activity in the buying of such
equipment in sufficient volume to keep your

Company's plants in at lea6t fairly active opera¬
tion. 1 ■i-•...

During the fifty years of its corporate exist¬
ence, your Company has occupied, and still
holds, a commanding position in its particular
field of operations. As a manufacturer of railroad
equipment, its business is highly cyclical in

nature, dependent upon and moving sympathet¬
ically with the welfare of our great railroad
systems. The correction of this situation callg
for a diversification of activities with a view to

lessening our dependence for earnings upon the
railroads as such—always with care, however,
that such diversification shall only be within
the competency of our experience and facilities.
Your Management is keenly aware of this need
and already much has been accomplished along
the indicated line of correction. Our two best-
known subsidiaries, Carter Carburetor Corpora¬
tion and Shippers' Car Line Corporation, are

today very substantial contributors to our total
earnings, and your Company is developing other
lines—valves, steel tanks, sundry welded and
factory products—for the profitable employment
of our manufacturing facilities. Active research
along all these lines is being, and will continue
to be, unremittingly prosecuted.

(Continued on following page) '
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(Continued from preceding page)...
, The five decades of your Company's
life have been possibly among the
most momentous- in the history of
our country and indeed'of the entire
world; On the whole, though with
occasional setbacks, they have been
years of progress;, industrial, economic
and social—and- in such progress your

Company, in its-particular r field, ~has-
both shared and contributed. It ha* ,

passed through three major depres¬
sions, national in- character, and
through two great wars,, in both;, of
Which it was a factor of importance
in their winning. It has met and suc¬

cessfully solved, many seemingly in¬
soluble problems , both in the fiejd
of manufacture and in that of cor-,

porate management. It has; .come

through all these experiences not
without difficulty but with < colors < fly*
ipg-Hthus demonstrating, a vitality that
fully warrants confidence inoatrvabil-
ity to meet and successfully overcome
whatever may. be the problems of the
future.V'.;',y::v \ .

The passing of the years hasnatu-.
rally taken its toll aiborig the mem¬
bers of our official family, many, of
whom have served 'your Company
since its organization and many of
whom are still in its service. The re¬

placement of those who have been,
Or in the course oi time will be, taken
from us by death or retirement, thus
depriving us of the benefit of their
years of experience, is not always an

easy task. Your Management is very
much alive to this situation and is

sparing no effort to meet its difficul¬
ties.''• \ '"V?. :A':: Cy ,

* Since the close of the year, Mr.
Lester A. Blackford, who has, served
your Company faithfully and well for
forty-four years and has been its Treas¬
urer for the eighteen years last past,
has found that the condition of his
health will not permit him to COIb
tinue in the active handling of the
affairs of his Department—and he has
therefore resigned, effective July 1, as
your;.. Company's Treasurer although,'
still remaining in your Company?*,
employ. Mr. James F. Clark wilLtake.
Mr. Blackford's -place as TreasucetUtffc
the effective date of the lattec'seresig*.
nation. \ 1", -x-'c

'

Other changes made in our organi¬
zation during the year and since its
close include ' the .' election as Vice-
President • of Mr. Henry V. Bootes,
who will continue as a member of

your Company's Sales Department.
.. Once again; your Management is
iglad to make of record its thanks for
and appreciation of the devoted, loyal
and efficient service given to your

Company and its stockholders through¬
out the years by the various members
of your organization.

. For the Board of Directors:

V Respectfully submitted,
CHARLES J. HARDY,
; > - Chairman

June 30, 1949

With Gross, Rogers
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—
Francis C. Lipscomb, Jr., has be¬
come affiliated with Gross, Rogers
& Co., 458 South Spring Street,
members of the Los Angeles Stock

Exchange. . . ,

Republic Inv. Co. Adds ?
(Special to The Financial Chronicle)

CHICAGO, ILL. — A. Martin
Randall has been added to*.the

staff of Republic Investment Cat.,
Inc., 231 South La Salle Street..

f With R. it Johnson .

-; (Special to The Financial. Chronicle) '/v
•

BOSTON, ; MASS.— Ben McC-.
Goldsmiths is now with' R. H.-

Johnsoir& Cmp 30 State*Street ; •

f |-£L*Dersch^Jr;: -•
"• PEORIA, ILL. — H. L. Dersch,
Jr., is engaging in the securities
business from offices at 312 West

Arcadia Avenue. , - •< " ; - .

The Human Relations Task in Industry
i-" f •"

. •' By WILLIAM M. RAND* \ /• , ; "
. President, Monsanto Chemical Company ; x' : > r

Asserting- job of cooperation and teamwork between -labor "andmanagement in industry is not being -

done," prominent, business executive balds there'withbe~a critical;point £n.:our: oe—Amy^ imltffs this hfk ■

:;h accomplished. Scores propaganda against free enterprise in husine$sand says*we-wilPundergo same r.:
experience,, as Britishin undermining: profit*system. Calls for better! understanding of bnsinesrboth

y'' by labor and goyerpment^ry < j ? : "5 I : ".-7 ' *

The subject your program committee has assigned me is one about which I feel vety
strongly. I would like to tell you what I consider "today's task in human relations in in?
dustry," keeping in mind, the background of where this coiintry and the.world stand today..

Tins COUii- *A :— * — — , : -

try's, respansi-'jiewa. oL industrial unrest and
bilitiesare in- name-calling. . ... .

dustry's re¬

sponsibilities.
They ,areman¬

agement's re¬

sponsibilities
and labor's re-

farmer's r e '•>

spo risibilities,
the. teacher's,
ti.e' lawyers,
the mer-

*

chant's, "and
tne. responsi¬
bility of every

citizen of this country. We in
industry have, In my opinion, one
of the major responsibilities, one
of the biggest jobs, and we should

William M. Rand

Recently tnere appeared inmany
apers throughout the -United
tates the accusation of some lead-

iers of American labor that the
present recession has been planned

. by. management to break the un-
sponsibilities.\ ions and cut wages. The unfortu-
They are the | nate part is that many people be-
fnrmQr'° " ° "

|ieve such stories, r , ? ' ■

{ Now I am- not going to stand
before you ..as an apologist for
American business or the Ameri¬
can businessman. T don't think he
needs one. Nor am I going to say
that every businessman is a saint
or a misunderstood genius, and
that all his critics are of a sinister
or questionable character.
I am going to stand before you,

be grateful for it.; If we fall out however, and declare as strongly
among ourselves; if we don't pro- j and nonestiy and as bluntly as I
duce the arms and materiel so ca?} that with the awful responsi-
inecessary to our economy and that faQing. this nation, there is
of the rest of the world; if by
poor production, lack of coopera¬
tion, poor management, we fail in
our task; then our whole world¬
-wide economic and political pro¬
gram will come crashing down
around our ears. If we so fail,
then the Russians can walk in.

f All of you, I know, have been
attending meetings over the past
"few years, luncheons and conven¬

tions,-where you have been re¬
minded again and again by speak-

many of them eminent- au¬
thorities in their-fields, that -what
industry needs is teamwork, co-.
operation, a recognition of the
individual, good communications,
both to and from your employees,
a constructive progressive attitude
toward y our employees, your
unions, good wages, pensions and
other welfare items.; I am sure

most of us have long been at the
point where we are convinced!
that all of these things are de¬
sirable. . ;

We have read studies made by
competent researchers outlining
how we can go about achieving
these ends. We have set up staff
specialists. We employ consult¬
ants, send our people to universi¬
ties, and spend a substantial
amount of time, money and effort
to accomplish these objectives
And we spend a lot of time get¬
ting together and telling ourselves
how well we are doing.

Teamwork Job Not Being Done

.Despite all these efforts, all tMr
right thinking, as I look around
me I am impressed with the fac*
that we are not getting the job
done.

Every newspaper, every trade
journal, every magazine, carries
stories proclaiming this fact. Gov¬
ernment off rials are quoted con¬

demning this or that group in
business.1 A number of the labor

papers, are continually pointing
the finger of accusation—some¬
times amounting almost to vilifi¬
cation—at business and its leaders.

So-called "educational" films pro¬

duced by some of the more left-

wing groups, present the leaders
of American businesses planners
of "The 'Great Swindle,"; and the
radio brings/daily; into the home.

- *An address by Mr. Rand at the
Fourth Estes Park Conference on'

Human. Relations in Industry, Es¬
tes Park, Colo., July 14, 1949.

no time left for pettiness* bicker¬
ing, • accusations, •* recriminations
jand selfish aggrandizement.
I There is'an old saying with
which you are familiar: "Irs latei
than you think." With China over-
run by the communists, with all
Asia in an economic arid political
^upheaval, with trie fight for the
iminus of men going on unabated
tin Western Europe, with our pro-
<auction indices off, with out costs
fof producing the sinews of peace
.and '-war: almost ..prohibitive in
jmany* instances, with the whole
eommunist program geared' to—
;
and depending on—our economic
(Collapse, it is desperately late. , *

; At Crucial Point

-We-are ai the critical point of
resolution. We are face to face
with 'Today's Task in Human Re¬
lations in Industry." That task is
a re-awakening of the old spirit
of individual enterprise, the de¬
sire to work, to work hard, to
achieve, to progress, to win out by
our own efforts, to stand on our
own feet. V"";^;■
Our forefathers had that spirit

when they landed here, when they
pushed tne frontier across these
western mountains, when they re¬
fused to rest content with what
they had, but continually dreamed
and planned and worked toward
making this life a better life and
making this country a better place
in which to live. Out of this com¬

bination of brains, work and sweat
came the electric light, the steam¬
boat, the tractor, the airplane, the
locomotive, the automobile, radio,
talking pictures, electric refrig¬
eration, central heating, inside
plumbing, mass production, super
markets, the five-day week, new
medical discoveries, four-lane
highways, and the five-cent soft
cririk. Out Of this combination
came our beefsteak economy as

contrasted with the potato soup

economy of so much of the rest
of the world.

As a result of this spirit of en¬
terprise^ Americans can buy more
things-cheaper than any other na¬
tion. in the world. Americans have
better, homes, better health, better
hospitals end;better, food. Ameri¬
cans generally have more time to
enjoy their; homes and families,
more time^fer education, better

opportunities'! for personal eco-:

nomic advancement. '

These things have been accom¬

plished by men in a hurry. They
• have been accomplished many

times, where the ultimate rewam
Was less monetary than the satis¬
faction of a job well done.

A Disastrous Mental. Attitude -

I am afraid that we* as Ameri?
cans, have slipped into a bad men¬
tal attitude. It could be a disas
trous attitude. It is partly the re¬
sult of the 1930s, but more the
result of a philosophy of econom¬
ics and government that has beer
propounded for a number of year,
by certain groups in and out o
government. ; These groups—ani
you know who they are—are con'

stantly proclaiming that withou
government^ control we are head
ing into an economic collapse
They want higher taxes, highei
wages, lower profits, lower prices
shorter hours, more company-pait
employee benefits such as pen¬

sions,; hospitalization and insur¬
ance, socialized, medicine arid ex
panded social security. ,

j They are the same groups tha
a year ago were demanding tht
government build and ■ operate
steel-producing plants. What «

fallacy that was in view of late
developments! V .; - .:?■ . :

The fact that you. simply can'
have a healthy economy, a highe,
standard of living;:; and greate)
benefits, for. all Americans by pro
iducing less at higher costs doesn'
(bother them.fo bit./ ; ?
?'They have propounded thisprin
ciple and proclaimed their theo
ries by every means of communi
cation available to them—radio

(newspapers, labor papers; thehalk
of Congress, political actioir^cora-
mittees and many other mediums^
Millioris of people believe? them .

Business has, been almost inar¬
ticulate in reply. - • - v.

I Despite lie great lessons ii
American productivity that came
out of the last war, these group;
would have us believe that the
competitive private enterprise
system can't do the job, that iff
outmoded, creaky, about to fall
apart. ■ -'/".y

Lessons of Socialism

and we can stand up and be heard
without feai? ofTeprisai; *,

! If we are to-keep.what we have,
if we. are to move forward to a

better living for more, people, iL
we are, to produce economically *
for our.allies, if we are to prove"
that triis system» tkaLhaSvalready -

achieved tnese things can continue -
to.;spryive,: • if^ above, aH^ -we are *
io stan(F7solidry. ^arid'^succ^sfiiHy *

jim the .path of spreading commu-1
nism, then we are going to have ^
to forget, our concern about work- ?
ing fop - hard, or pur fear that -
somebody is... trying to - make , a *
sucker, of us.

Disaster im Undermining, Profit"
; - : System--:''•

| No purpose,: except 'disunity and
disaster, can be served by the
^©ritinica' euEon* or these groupe
to.; undermine our profit systenv
by creating suspicion as - to who
benefits from 'it, by continually
referring to profits as something,
discreditable j -Without p r o fit s,
there can be no competitive free
enterprise, no standard of living
as.we know it, no American econ¬
omy. • * / - ■

J It's profit that supports labor,
arid through them the community
in which (they live. It's profit
that supports the government, for
rid government has money of its
'own.' It's profit that endows our.
hospitals, makes possible our mass
education system and finances the
great charitable institutions that
cater to the less fortunate.
!• The expectation of a profit: as
a possible reward for the risk>.of
one's savings is the very essenc.e

| *; (Continued on page 38) ^ '►

They would substitute govern¬
ment intervention and control, the
socialization (though they don'i
call it that) of American industry
despite the glaring comparison o
American plenty on the one banc5
the scarcity and struggle of state-
controlled systems on the other^ Depodt^^^Ping"institu
Even the British planned economy -----------------t

"experiment" should be a :
to US. '. '■ ■ ''

; f They have succeeded in con
vincing a lot of Americans tha
you can get as much or more b;
working less. ; '
;; All those things that have con¬
tributed so much to our comfort
to our higher standard of living
to our very lives in time of war
were not produced by voluntarily
holding back production, by ac*
cusations of speed-ups, by claims
of exploitation,; by feather-bed^
ding, by resistance to new way?
and new methods; by men worry¬
ing if they are working too; hard.

| They were not: produced ..by
making fewer articles at higher
pay and higher costs;. , ,

Today iri this; country;.gener¬
ally, wework in clean; safe plants,
well-lighted and ventilated;; wc
work at good wages, at premium
pay for overtime; we work ^4^
hours a week in most of our in¬

dustry; many of us benefit bv
group insurance and pensions;

: ■ ' ; REPORT OF CONDITION OF
:'* ,j. ■. \.. ;

;; Underwriters1
Company ■

Qf .50 .Broadway,v New York 4, New York,^
at the close of business on June 30, 1949,
(phbllshfed* in accordance: withfc a-: eall made#
by the Superintendent, of»Banks pursuant,
to the provisions of the;-Banking Law. of
the State of New York., v * * ,,

(■- f f t:'r\/■ ': :VASSETS fv ,

Cash,. balances with other , • .. V /

| banking Institutions, in-
I eluding, reserve balances;- * > „ '
j and cash item^ in process
ofcollection-.-.—-——;—

United, States Government
obligations*: - direct and
guaranteed,-;--^.—

Obligations of States, and
political subdivisions-.—

Other bonds, notes, • and
.debentures——^——

Loans and discounts ' (in¬
cluding $79.12 overdrafts)

Banking ". premises owned,
none;- furniture, and fix¬
tures and vaults;.:^ —

Other assets. -—

$7,677,585:75

« 13,848,139.35

5,207,392.25

1,331,976.07
;■ .■ m •

10,327,482.22

53,908.03
138,420.39

TOTAL ASSETS — $38,584,904.06

LIABILITIES

Demand deposits of individ¬
uals, partnerships, and '

^ ^

corporations, —,— $19,439,267.30
Time deposits of individuals,
partnerships, and corpora-

Deposits of United States
Government ——

Deposits of States and po¬
litical subdivisiur

5,165,803.23

130,639.59

.8,396,158,34

280,661.65

2,281,827.98
•■•■"TOTAL •

DEPOSITS $35,694,358.09
Other liabilities —i—w 127,810.63

TOTAL LIABILITIES—$35,822,168.72
^ / ■ • * - —-i—

: CAPITAL ACCOUNTS "

Capital t — $1,000,000.00"
Surplus fund . -.L-;*.! — 750,000.00
Undivided profits——— l,012,735.p4

TOTAL CAPITAL AC- : .

COUNTS —— $2,762,735.34

TOTAL TIABI" ITIES: AND :
' '

CAPITAL ACCOUNTS-- $38,584,904.06f

tThis institution's capital consists >of ;
common stock with' total- par value: ,of >
$1,000,000.00. , i

v MEMORANDA. •. •. !

Assets pledged or assigned-, to , ; - t
secure liabilities; and for. ■

other purposes-—.;— $3,979411.03'

I, WILLIAM D. PIKE, Secretary of the?
above-named 1 institution,-; hereby certify*:
thaL the >above. statement te true to the
best of par knowledge and belief; , j

WILLIAM.D. PIK3S
Correct—-Attestr *

C. W. KORET L 1 ■

SUMNER FORD [Directors
- * • - J. B. V. TAMNEYJ * - r *
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Missouri Brevities
The common stockholders of Missouri Utilities Co. of record

June 23,1949, were recently given the right to subscribe on or before
July 14 for 51,184 additional shares of common stock (par $1) at
$12 50 on the basis of one additional share for each four shares held.
The net proceeds were added to -
the general funds of the company
and will be used for construction
of additions and improvements to
its properties. The company for
the three months ended March 31,
1949, earned 48 cents per common
share, and for the full calendar
year $1.98 per common share.

# * *

Included in the group of 124
bankers who on July 7 pub¬
licly offered 559,000 shares of
Kansas Gas & Electric Co. com¬
mon stock (no par value) at
$26% per share were the fol¬
lowing Missouri investment
houses: Barret, Fitch & Co., Inc.;
George K. Baiim & Co.; A. G.
Edwards & Sons; McCourtney-
Breckenridge & Co.; Newhard,
Cook & Co.; H. O. Peet & Co.;
Prescott, Wright, Snider Co.;
Reinholdt & Gardner; I. M. Si¬
mon & Co.; Smith, Moore & Co.;
Stern Brothers & Co.; Stifel,
Nicolaus & Co., Inc.; and Stix &
Co. Of this offering, 450,000
shares were for the account of
American Power & Light Co.
and 100,000 for Kansas Gas &
Electric Co. The net proceeds to
the latter will be used to finance
in part its construction program
and to repay short-term loans.

- - ,7

Mid - Continent Airlines, Inc.,.
Kansas City, on July 13 filed an
application with the Civil Aero¬
nautics Board in Washington, D.
C., requesting extensive feeder air
routes in nine Midwestern States,
the proposed system to be oper¬
ated as a separate division of the
company. J. W. Miller, president
of Mid-Continent, explained that
the airline asks for consideration
of its new feeder application only
in the event CAB disapproves his
company's proposal to acquire the
4,000-route mile structure of Parks
Air Lines, Inc.; East St. Louis, 111.,
which is now awaiting decision by;
the Board.

The Missouri bankers who

participated in the underwriting
and offering of a total of 446,000
shares of Central Illinois Public >

Service Co. common stock ($10
par value) were Edward D.
Jones & Co.; F. S. Yantis & Co.,
Inc.; Scherck, Richter & Co.;
and Stifel, Nicolaius & Co., Inc.
The portion unsubscribed for by

ythe utility firm's common stock¬
holders (211,149 shares, which
does not include 65,074 shares
previously sold) was offered to
the public on June 27 at $14.50
per share. The subscription
price to Central Illinois common

stockholders was $14.12% per
share. -

Elder .Manufacturing Co., St.
Louis, reports a net income, after
charges and Federal income taxes,
of $469,000, or $2.36 per common

share, for the year ended April
30, 1949, which compares with a
net of $894,855, or $4.50 per com¬
mon share, for the previous fiscal
year. Current assets totaled $5,-
117,308 and current liabilities were
$1,207,059.

On July 13, an issue of $150,-
000,000 Standard Oil Co. (New
Jersey) 25-year 2-%% deben¬
tures due July 15, 1974, was of¬
fered and sold to the public at

f 100%% and accrued interest.
Participating in this offering

1 were the following Missouri in¬
vestment firms: Barret, Fitch &
Co., Inc.; Dempsey-Tegeler &
Co.; Newhard, Cook &'A Co.;
Reinholdt & Gardner; I. M. Si-

i mon & Co.; Smith, Moore & Co.;
Stern Brothers & Co.; Stifel,

'
Nicolaus & Co., Inc.; and Stix

'

& Co. v v
j;>: j'f.1-.': .y * •

Definitive 415-year con¬

vertible sinking fund debentures
>f The Laclede Gas Light Co. are
now available and temporary de¬
bentures' may be exchanged at
3ither Mercantile-Commerce Bank
Jc Trust Co., St. Louis/ or Bank¬
ers Trust Co., New York, N. Y. •

-X >'•'>• i,'■ '• * :'X ■£'X**1'"jf-
Barret, Fitch & Co., Inc.,

George K. Baum & Co., Rein¬
holdt & Gardner, Smith, Moore
& Co. and Stern Brothers & Cd.
were included in the nationwide

group of investment bankers
who on June 29 publicly offered
an issue of $80,000,000 Pacific
Gas & Electric Co. first and re¬

funding mortgage bonds, series
S, 3%, due June 1/ 1983, at
100.659% and accrued interest.

Western Auto Supply Co. re¬

ports combined retail and whole-t
:ale sales for the> month of Junef
1949, of $10,371,000, a decrease of
5.5% from the $10,976,000 reported
or the same month last year. For
ihe first six months in 1949 sales
were $52,769,000, a decrease of
4.6% from the $55,299,000 reported
luring the corresponding period
of 1948. :

••

... • y::; # . „. v /'i./-
Reinholdt & ' Gardner and

Smith, Moore & Co. were in¬
cluded in the nationwide list of
80 underwriters who on June 29

publicly offered $50,000,000 25-
year 3% debentures of Joseph
E. Seagram &• Sons, Inc., at
99%% and accrued interest.
:, y * , v. * * .

Seven-Up Bottling Co., St.
Louis, for the year ended Dec. 31,
1948, reported a net- profit of
$114,233, after Federal income
taxes. This was equal to $1 per
common stock, after preferred
dividend requirements. For the
year 1947, net totaled $98,414, or
89 cents per common share.

Effective June 29, 1949, the
conversion price initially fixed

Berkshire Fine Spinning -

Black, Sivails & Bryson
Commonwealth Gas

Mississippi River Fuel -

Delhi Oil

Texas Eastern Transmission

Rockwell Mfg.
Southern Union Gas v

Southwest Gas Producing

Bought — Sold —— Quoted

SCHERCK, RICHTER COMPANY

Bell Teletype
SL 456

Landreth Building
St. Louis 2, Mo. Garfield 0225

L. D. 123

at $13.33% per share at which
the common stock, par value $1 -

per share, is deliverable in ex¬
change for shares of 5% con-'
veruble cumulative preferred
stock, series A and series B, has
been reduced to $10 per share,
according to W. A. Yantis, presi¬
dent of the Chase Candy Co., St.
Louis. ' , ;x

The annual report of Arkansas-
Missouri Power Co. for tne cal¬
endar year 1948 shows that net
income, after charges and Fed¬
eral income taxes, amounted to
$392,519, equal to $1.77 per com¬
mon share, compared with a net
of $395,066, or $1.78 per share for
the previous year.

'

* * *

'( Newhard, Cook & Co. and
j Scherck,.Richter & Co. on June
i 21 participated in the public of-
♦ fering of 251,033 shares of Forty
land General Electric Co. com-

i mon stock (no par value) at $22
per share, the net proceeds to

< pay for new construction. New-
: hard, Cook & Co. also on June
15 participated in the public of¬
fering of 80,000 shares of Cen¬
tral Arizona Light & Power Co,
f $2.50 cumulative preferred stock
at par ($50 per share), plus ac- ;
..«ca uiviaend* from Junef) 1,

11949. - In j addition > Newhard, ■*

i Cook & Co. is also included in ,

I the group of 102 underwriters
! who have underwritten the of-
I fering of 972,624 shares of/,
i; Philadelphia Electric Co. com-
mon stock (without par value)

i to the common stockholders of
record Jury 11, 1949, of the util¬
ity firm at $20 per share. Rights
will expire at 3 p.m. (EDST)
on Aug. 1. Scherck, Richter Co.
of St. Louis was also included
in the group of investment firms
who on July 14 publicly offered
440,000 shares of Gas Industries

- Fund, Inc., common stock (par
$1) at prices ranging from
$15.82 to $16.25 per share,

| /

Illinois Terminal RR.; 6o., St.
Louis, for the five months ended
May 31, 1949, reported a net in¬
come, after fixed charges and
taxes, of $276,668, equal to 55
cents per share, compared with a
net of $491,090, or 98 cents per
share for the corresponding pe¬
riod of last year. , " '

/-fy; # 'V- * * • "
On June 17, Stix & Co., to¬

gether with 36 other under- /
writers, publicly offered 40,000
shares of Staten Island Edison

Corp. 4.90% series cumulative
preferred stock (par $100) at
$103.25 per share, plus accrued
dividends. The same bankers on

,

June 22 participated in the pub¬
lic offering on June 22 of

$10,000,000 Pacific Western Oil
Corp. 15-year 3%% sinking
fund debentures due i June 1,
1964, at 100% and accrued in- :
terest. .T/n

Bache Adds to Staff- l
(Special to-The Financial Chronicle)

, CLEVELAND, OHIO—John H.
Ayers, C. E'. Bieder, William J.
Blum, Charles A. Byrne, Willis G.
Chandler, Don N. George, Fred¬
erick D. Hatch, Walter J. Irwin,
Richard D. Kidney, Caleb S. Pick-
ard and Richard Wicheff have
been added to the staff of Bache
& Co., National City East Sixth
Building.

Stix & Co.

INVESTMENT SECURITIES

509 olive street

ST.LOUISI,MO#

Members St.. Louis StocH Exchange

~

Sf. Louis Exchange Accepls Merger r

Despite serious opposition of four member firms, Governing Com¬
mittee signs agreement to enter new Mid-West organization in

Chicago.
It was announced in Chicago on July 14, that the Governing Com-'

mittee of the St. Louis Stock Exchange had signed the agreement to'
become a part of the new Mid-West Stock Exchange to be located:
in Chicago and to comprise, in addition to St. Louis, the local ex-1

John A. Isaacs, Jr.

changes $>-
n Cxiicago
i n d Cleve¬
land. Mem¬

bers of the

Minneapolis,
Ji n c i n n a ti

aid New Or-
eans Stock

exchanges are
o vote upon
.he proposi-
ion of enter-

ng the merger
w i t h i n the

next two
weeks.

The pro¬

posal for a

merger of the leading stock ex¬

changes in the Mid-West area was

made last Summer by James E.
Day, President .of the Chicago
Stock Exchange, and was consid¬
ered locally by the several organi¬
zations, that were invited to par¬

ticipate.. * The St. Louis Stock
Exchange referred the matter to
its membership, who approved it
by a substantial majority. How¬
ever, as noted in last week's issue
of the "Chronicle," four leading
St. Louis stock brokerage firms
notified the St. Louis Stock Ex¬

change authorities they were op¬
posed to a merger and would re¬
fuse to gb along with it.
John A. Isaacs, Jr., President

of the St. Louis Stock Exchange
announced that already 12 com¬

panies with listings on the StJ
Louis Exchange have applied for ;
listing on the new meiged ex-<
change. Applications froiw others'
are await.ng the governing board's '
action. Among those wncse ap¬

plications have been received are*

International Shoe Company and
Clinton Industries, Inc.
Mr. Isaacs also announced that*

at no time have more than the
four member firms of tne St.'
Louis organization oppoied the'
merger plan. He added that the-
new organization will "promote
and preserve free and .open stock
exchange markets for St. Louis-
stocks." - - \ '
According to a statement in the;

New York, "Times" the merger
received additional approval when
Roland C. Behrens, Vice-Pres-;
ident.of the St. Louis Union Trust*
Company, said the bank has with¬
drawn all objections. Other banks
in the city had given earlier ap¬

proval to the plan. "In order to,
clarify any misunderstanding
which may have arisen, the un-j
dersigned states that it no longer f
has any objection to the formation
of a new Mid-West stock ex¬

change nor to the liquidation in
connection therewith of the St.
Louis Stock Exchange," said Mr.h
Behrens in a formal statement.
"This was a matter for the mem-,

bershin of the St. Louis Exchange
to decide." " -

W. A. M. Burden Go.
Formed in New York :

'

The formation of William A. M.
Burden & Co., a limited partner¬
ship which has been organized to
engage,in the business of invest¬
ing its own capital, was announced

R. McLean Stewart Wm. A. M. Burden

by William A. M. Burden. Asso¬
ciated with Mr. Burden as gen¬

eral partners in the new firm are
his brother,.^Shirley C. Burden,
and R. McLean Stewart.

William A. M. Burden was As¬
sistant Secretary of Commerce for
Air during the war years. He is
President of the Institute of the
Aeronautical Sciences Inc., a trus¬
tee of the Central Hanover Bank
& Trust Co., and a director of The
American Metal Co., Ltd., Cerro-
de Pasco Copper Corp., Union
Sulphur Co. Inc. and various other
companies. He also acts as avia¬
tion consultant to Smith, Barney
& Co.

R. McLean Stewart is President
of South American Mines Co. Inc..

South American Development Co.
Inc., Kelowna Exploration Co. Ltd.
and other mining enterprises. He
was for several years engaged in
the investment banking business
as a Vice-President and director
of 'Harriman Ripley & Co., Inc.,
and served as a Governor and as

Chairman of various committees
of the Investment Bankers Asso¬
ciation of America. He became
associated with Mr. Burden dur¬

ing the war when he served as
Executive Director of the Pilot

Training Programs which were;
conducted by the CAA for the
United States Navy and the Army;
Air Forces.

Shirley C. Burden has been ac¬

tive in the motion picture indus¬
try since 1928. In 1930 he went to
Los Anceles as a producer-direc¬
tor for RKO.'ln 1935 he organized
Trade Films Incorporated a com-;
merchl motion picture company,
of which he was President. During
the war period he produced a se¬
ries of training films 'or the.
United States Office of Education,
Army and Navy.

Initially the offices of William
A. M. Burden & Co. will be situ¬

ated at 75 West Street, New York.
The new firm will have as its

;principal purpbse the investment
of venture capita! in the develop¬
ment and promotion of enterprises
serving a useiul and constructive
purpose in the economy of the
country. -

A. Ei Sterling Joins
Schwanz & Co., Inc. ;

(Special to The Financial Chronicle) '

AURORA, ILL.—A. E. Ster¬
ling has becomeV,associated with
Schwanz & Co., Inc.; Merchants;
National Bank Building. Mr. Ster¬
ling was formerly associated with"
Carter H. Corbrey & Co. and prior
to serving in the armed forces was
an officer of Joseph F. Dixon &
Co.

Ardman With Fewel & Co.
(Special to The Financial Chronicle)

• LOS ANGELES, CALIF. —

Thomas F. Ardman has become
associated with Fewel & Co.*. 453
South Spring Street, members of
the Los Angeles Stock Exchange.
He was previously with Paul R.
Flynn Co.

First California Ad is
CSDecial to The Financial Chionicle>

LOS ANGELES. CALIF.—Delos
H. Smith has been added to the
staff of First California Co., 647
South Spring Street.
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W. S. Hallanan

could the demands of the Ameri¬
can people be satisfied.

Mass production has made it
possible for the American people
to enjoy the luxuries of life which
no other people know. It has made
possible the closest approach to
the abolition of poverty. It has
reduced the cost of many modern
essentials of life to bring them
within the reach of every home.

Bigness No Evil

There are many persons in and
out of public life who contend that
bigness constitutes evil in itself.
This has become a fertile field for

the political demagogues. They
level indiscriminate attacks upon

L_. Big Business Rather Than Big Government
/ By WALTER S. HALLANAN*

Chairman, National Petroleum Council

Asser:ing nation has little to fear from business giants as compared with imminent peril of all powerful
government, Mr. Hallanan cites development of oil industry as example of value of integrated private

. organizations in using resources, talent and skill fcr build.ng up nation's economy. Says bigness is noevil and points out small concerns and individuals sre still important in oil industry. Lauds oil industry's
contribution to war's accomplishments.

There is abroad in the world today that which may appropriately be called a lust for
governing This lust is the product of a philosophy that is a throw-back to the dark ages.t is a part and parcel of the strange isms, born in the lamp-lit cellars of Europe, that havebeen washed ——— t ■ i

up on our

shores in the

flotsam and

jetsam of
world disloca¬
tion. It has'

taken root in

America and

we find it

planted in the
two extremes
of cunning
and superfi¬
cial m i n d s.

The cunning
have seized

upon those

isms, which
all add up to the subjugation of
the individual to the power of the
state, as a means of gaining power,
over their fellow men. Those of
superficial intellect have accepted
this doctrine of paternalism be-,
cause it has been sugar-coated
with the glittering though empty
promise of security from the cradle
to the grave. . ??.,. •..■'

^ None of us would seriously
claim that our system is perfect
and cannot be improved. There
are imperfections in all things.
The finest automobile is occasion¬

ally stalled by a blow-out or mo¬
tor trouble, but its owner does not:
toss it on the scrap heap and go
back to the horse and buggy. There
:are a few hypocrites in the
church, but this does not cause us

to surrender our Christ'an con¬

cepts and embrace paganism. And
yet there are those in this coun-;

try who would throw our system
completely overboard because o'
its few imperfections and substi¬
tute a way of life that has stag¬
nated human progress, and kept
the vast majority of the people
underfed, underclothed. embroiled
in wars and surrounded by famine
and pestilence. '

- If our philosophy of freedom
had fabed, there might be reason
or justification for try:"ng out some
'.other system. But even if our

philosophy had failed to produce,
we should not consider going back
to an ideology which has been
tried time and again for 6,00f
years and which, without a single
exception, has always produced
wreck, ruin and chaos. Let us al¬
ways remember that there is no

shortcut to the millenium through
substitution of governmental con¬
trol and centralized apthprity for
self-reliance ' and "individual re¬

sponsibility;-:'' ..

v • The American philosophy, based
upon freedom of. .the; individual
and reward for his labor- and ge¬

nius, has produced an abundance
suchas v the .world mever knew.-
•With 6% of the. world's area and
M% of the world's population, we
have 46% of its electric power,
48% of its radios, 54% of its tele¬
phones. 59% of its steel capacity,
60% of its life insurance policies
85%' of Jte automobiles^ and 92%
of its modern bathtubs.; /" - lf:
v. . In the face of the record, it is
hard to understa n d how any
American can doubt the soundness
of our free institutions.;:We do
not have to look back to ancient
times to see the effects of the so¬

cialistic philosophy wven it is put
into practical operation. Across
the sea at this hour the socialist-

managed economy of Great Brit-

v *Part of an address W Mr. Hal¬
lanan r* the dec^at'o^ of the
Basin Ozark tire Sys¬

tems, Cashing, Okla., July 12,1949.

ain, once the mightiest power on

earth, is tottering on the brink of
total collapse despite the billions
of aollars furnisned to that nation

by the American people. Russia,
with its enormous manpower and
with natural resources as great or
greater than ours, keeps the "iron
curtain" down because it does not
want the world to know of its
failure to produce and of the mis¬
ery of its people. Why have these
and all other socialist nations
failed? Simply because they have
restricted, or destroyed man's
freedom and taken away his in¬
centive for individual achieve¬

ment.,1 , , • , u ,

With all of its faults, we have
the greatest country on earth. The
highest living standards anywhere
else in the world are lower than]
the lowest:we have anywhere in
America? These good things o:
life have come to the American

people within the comparatively]
short life of the? oil industry,
largely within: our, * generation.
Many of us,can. remember jvhen j
the demands of the - consuming
public could be supplied by the
corner grocer, the local machine
shop, the livery stable proprietor:
and a horde of other individuals!
and small business enterprises,
each functioning as a separate en¬

tity. :V.?'V;:

Oil Industries Role in Economic
"

Development "
; I The birth of the oil industry in
1859 was the spark that started
us on the way to higher standards
of living and took us from the
candle light into the kerosene age.
Some decades later, the internal
combustion engine came along to
give mobility to America through
automobiles and to accelerate the

expansion of its economy at a pace
that had never been dreamed of.
This development imposed gigan¬
tic and ever increasing demands
upon the oil industry. Our vast
system of highways is choked to¬
day with passenger cars, trucks
and buses; the sky is filled with
airplanes, all a part of our mod¬
ern system of transportation which
brings 140 million-people close to¬
gether in their daily lives and
pursuits. This could not have been
realized if the oil industry had
failed to develop the oil reserves
of the nation so necessary to meet
the demands of a new era and, a
higher civilization??*;V?v
You and; I kndwthat these enor¬

mous demands could not have been

supplied by individual effort. ? If
we had! clung to the methods Of
the kerosene agef America would
have, been stalled on dead! center.
As our economy expanded and the
demands of this new era reached
astronomical proportions, •• it be¬
came necessary for individuals to
integrate their capital and their
effort. In short, ..the needs of the
people became so enormous in our

dynamic economy that only giants
could do the job of meeting those
needs. •'

These* so-called giants of
achievement are called corpora¬

tions. While some political dema¬
gogues point the finger of scorn
at these manifestations of collec¬
tive effort, they conveniently
overlook that these corporations
are nothing more nor less than
collections of individuals. More

mnortant, these political axe-
■"•fnders choose to ignore the fact
^hat only through the effort o'
such large business organization'

all big business, irrespective of
its necessity and of its service.
These men pose as "liberals" al¬
though they are the real reaction¬
aries, whose doctrine would put
the brakes on the progress and
development of our country. They
would take us back to the ecq-
nomic Middle Ages. But America
is not going backward. It is going
forward to conquer new frontiers
and scale new heights of achieve¬
ment.

American corporations have
grown big because there were big
jobs to be done.: Sometimes these
tasks are so enormous in their
demands upon capital, labor and
technological skill that even a

single giant cannot manage them.
Occasionally it is necessary, in the
public interest, for two or more
giants to pool their resources and

;tbe labor and genius of their per¬
sonnel. That is wl\at happened in
-the construction of these Basin
.and Ozark Pipe Line Systems.
;When it is considered that such
^industrial giants as the Texas,
Shell, Sinclair and Empire oil
.organizations found it advisable
to combine their resources and fa¬
cilities in the construction and

operation of this great crude oil
transportation system, we are
given some idea of its magnitude.
After all, who are these industrial

giants? Out of convenience and
necessity, we demonimate them
as Shell and Sinclair and Texas
and Empire, but actually they are
composed of tens of thousands of
ordinary Americans who are the
stockholders in these enterprises.
If this multitude of persons,

each of limited resources, had not
integrated their assets and talents,
we would not be here today dedi¬
cating this new marker on the
road of progress. Likewise, these
petroleum giants could not have
considered' the construction of
this pipe line system unless it
could be made a part of their
normal everyday operations. Cer¬
tainly they would not have in¬
vested such an enormous sum in

build1'ng a transportation system
in a vacuum. Even if the system
had been constructed under such

conditions, it would not have been
geared to the other necessary fa¬
cilities, such as production,
processing and distribution of oil
and, consequently, it would be an
uneconomical venture.

Just as it became necessary for
individuals and small business

operations to integrate their re¬
sources and facilities in order to

keep pace with the demands of a

surging and seething economy, it
(Continued on page 25)

? As natural as the application of electric
'?
power to communications or mass pro¬
duction i;s the application of electricity

; td typing.
'

IBM, pioneer in this development, has
engineered the IBM Electric Typewriter
to bring economy to the modern office
through the advantages of speed, uni¬
form quality, and ease of operation.
! A light touch operates all keys on the
IBM Electric Typewriter—including

carriage return, tabulator, backspacer,
and shift? Uniformity of appearance—

regardless of the typist's touch—is as¬
sured by the built-in impression ?con-
trol? The easily-adjusted multiple copy
control provides for one or many

legible carbons?
'

The IBM representative nearest you
will be pleased to demonstrate the many
new features and advantages of the IBM
Electric Typewriter. >

f I

INTERNATIONAL BUSINESS MACHINES CORPORATION

World Headquarters Building, 590 Madison Avenue, New York 22, New York
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Michigan Brevities
Michigan Associatta At^phone Co. early in July placed pri¬

vately with a group of six insurance firms $2,500,000 of 3*4% first
mortgage bonds due 1979. The proceeds will be used to reduce bank
loans obtained in connection w'th the utility company's construction
program. At the same time, Mich-^
igsn Associated delivered to Gen¬
eral Telephone Corp., its parent,
XOjOOO shares of cumulative pre¬
ferred stock and 10,000 shares of
common stock in exchange for $2,-
000,000 of notes representing loans
from General Telephone for tem¬
porary financing of its construc¬
tion program.

* H *

Included among the under¬
writers who on June 29 public¬
ly offered $25,000,000 of Mich¬
igan Consolidated Gas Co. 3%%
sinking fund debentures due
July 1, 1967, at 101%% and ac¬
crued interest, were Watling,
Lerchen & Co. and Crouse •&
Co., both of Detroit. The net
proceeds are to be used to re¬
deem 40,000 outstanding shares
o§ 4%% preferred stock, to pay
certain promissory notes, to
provide funds for expansion of
facilities, etc.

■■ ■' V

The Detroit Stock Exchange re¬

ports that trading volume in June
was 185,905 shares and rights,
having a dollar value of $2,645,203.
Trading volume in May was 186,-
267. shares and rights, having a
dollar value of $2,758,444, and in
April was 224,229 shares with a
dollar value of $3,096,965.

The 10 most active traders for

the month of June were as fol¬
lows: Detroit Edison Co., Mc-
Oanahan Oil Co., General
Motors Corp., Gerity - Michigan
Corp., Friars Ale Brewing Co.,
Wayne Screw Products Co.,
Peninsular Metal Products Co.,
Detroit Steel Corp., Common¬
wealth & Southern Corp. and
United States Steel Corp.

* * *

Application of Michigan Bump¬
er Corp., Grand Rapids, to list
196,000 shares of its common stock
has been approved by the Detroit
Stock Exchange, it was announced
on June 27. This corporation, or¬
gan i z e d ir> 1934. manufactures
bumpers for automobiles and
trucxs. principal customers are
General Motors Corp., Chrysler
Corp., Studebaker Corp., Willys-
Overland Motors, Inc., and others.

The common stock of Consoli¬
dated Edison Co. of New York,
Inc., was admitted to, unlisted v

trading privileges on the Detroit
Slock Exchange on July 14.

t Trading in National Electric
Welding Machine Co. common
stock commenced July 11, 1949.
This company, which was organ¬

ized in 1933, manufactures resist¬
ance welding machines at its three
plants in Bay City, and has au¬
thorized 500,000 shares of com¬

mon stock of which 380,000 shares
are outstanding. * Bay Trust Co.,
Bay City; is transfer agent: and
registrar for the stocky Dividends
have been paid every year since
1937. For the last fiscal year end-

pi.021,691, and current liabilities
p346,682.

* *

Included in the nationwide
group of underwriters, who on
July 13 offered and sold $150,-
000,000 Standard Oil Co. (New
Jersey) 25-year 2%% deben¬
tures due July 15, 1974, at
100i/2% and accrued interest,
were the following Michigan in¬
vestment firms: First of Michi¬

gan Corp.; E. II. Schneider &
Co.; and Watling, Lerchen & Co.

* * *

General Motors Corp. produced
275,703 passenger cars and trucks
in the United,States and Canada
during June, the highest monthly
output in its history. This exceed¬
ed by 10,423 units the previous
high of 265,280 cars and trucks
reached in the preceding month
and compares with 164,066 units
produced in June, 1948. For the
year to June 30, 1949, the corpo¬
ration turned out 1,363,038 units
as against 1,062,359 for the same
period last year.

■ ■'/ <v:/ - * ■*: * * ui
First of Michigan Corp. and

Watling, Lerchen, & Co. were
also included in the group of
investment bankers who have
underwritten the offering of
283,333 shares of common stock
(par $7) of The Dayton Power
& Light Co. to common stock¬
holders of the latter firm at $26
per share. Rights will expire on
July 26, 1949.

: r;: '•: * * .... * :

Smith, Barney & Co., New
York, N. Y., after the close of
the market on June 28 publicly
offered at $44.50 per share 75,-
000 shares of common, stock

(par $15) of The Dow Chemical
Co. for the account of the es-_

tates of the late Willard H. Dow

I and Martha L. Dow. The pro- v

ceeds are to be used to pay es- ,

tate and inheritance taxes.
1 i- »•;* * • * ■ '•"/ ''-''v V.-U

First of Michigan Corp. on June
!9 was also among those offering
n issue of $50,000,000 25-year 3%
lebentures due June 1, 1974 of
foseph E. Seagram & Sons, Inc. at
9V8% and accrued interest. On.
June 17, the same bankers partici-.,
Dated in the public offering of 40,-*
>00 shares of Staten. Island Edison
3orp. 4.90% series cumulative
preferred stock (par $100) at

, >103,25 v per share and accrued
dividends. ..." ■/,'/"/

* ♦ /' ; ;
i Watling, Lerchen & Co. in addi-
ion participated in the following
>ublic offerings: On June 22 of
10000,000 Pacific Western Oil
Corp.,15-year 3*^% sinking fund
debentures due June 1,. 1964 at
100% and accrued .interest; on
Tune "29 of $80,000,000 Pacific Gas
4f Electric Co. first and refunding
mortgage bonds; series S,"3%, due
Tune 1, 1983, at 100.639% and ac-

News About Banks
CONSOLIDATIONS
NEW BRANCHES

NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS -

and Bankers

KELLOGG CO.

ed Oct. 31,.'1948, .it showed a net icrued interest:-on July 7 of 550.-

p
, , "ST ^ - $188£°/OOO shates ^Kansas Gas & Elec-equal to 50 cents per shareMe Co< common' stock (no par

compared with a. net of $245,463, value) „ $26% r share; and on
or65 cents per share for the pre-! Ju, -,4 of 440,000-shares of Gas

Current assets stries Fund lnc. commonafethe close of Oct. 31, 1948 totaled! .

: | stock (par $1) at prices ranging
from $15.82 to $16.25 per share.

They were also included in the

| groyp of investment bankers who
, on July 12 underwrote an issue of

972,624 shares of Philadelphia
Electric.Co. common stock (with¬
out par value) which are being
offered for subscription at $20 per
s'nare to the common stockholders

of the utility firm of record July
11, 1949 on the basis of one addi¬

tional share for each 10 shares

held.. The subscription warrants

expire at 3:00 p.m. (EDST) on

Aug. 1. - , - .

INCOME
AND

GROW T H

Moreland & Co.
Member Detroit Stock Exchange

1051 Penobscot Building
DETROIT 26, MICH.

B*y City — Lansing — Muskegon

Harvey D. Gibson, President of
Manufacturers Trust Company of
New York, announces the follow¬
ing promotions: Leon A. Rossn-
baum, of the bank's 39th street
office, from Assistant Vice-Pres¬
ident to Vice-President; Arthur C.
Damsgaard, Russell G. Smith and
Howard F. Sunshine of the bank's
real estate and mortgage depart¬
ment; William J. Gallo of the for-
°ten department, and Sidney A.
Trundle of the 57th street office,
from Assistant Secretary to Assist¬
ant Vice-President; Ben Feit, of
the Fifth Avenue Office, to As¬
sistant Secretary. '

* ■ * * - ■' ' '

UNDERWRITERS TRUST COMPANY, N. Y.
June 30, '49 Apr. 11, '49

Total resources— $33,584,904 $36,886,986
Deposit" 35,694,358 34,032,205
Cash and due from
banks —— 7,677,586 9,522,598

X 8. Govt. Secur- ,

ity holdings ..— 13,848,139 8,643,700
Loans and bills dis- . : : >

counted ; 10,327,482 11,538,885
Undivided profits— 1,012,735 983,596

/.://;/' ■■

N. Baxter Jack'on, Chairman of
the Chemical Bark & Trust Com
pany of New York, announced o:

July 14 the appointment of Pau1 J
Timbal as Vice-President of the
bank at its Rockefeller Cente
Office. 11' West 51st street. Mr
Mr. Timbal has been Managing
Director of the N'dw York Agenc
of the Banque Diamantaire An¬
versoise, S. A. Antwerp, the busi¬
ness of which was acquired by the
Chemical Bank on July 1, as
noted in these columns July >7,
page 72. Born and educated in
Belgium, his first affiliation with
banking was in 1923 as a c'erk
with F. M. Philippson & Co./pri¬
vate bankers in Brussels, Belgium/j
Later and successively, he was
with the Guaranty Trust Company
of New York, Antwerp office
(1924-28); Assistant Manager, Mti-
tuelle Solvay, Brussels (bark of
the Solvay Group in Belgium
1928-32); Manager of the Societe
Beige de Banque, Brussels (1932-*
34); Manager of ,-the Comptoir
Diamantaire Anversoise, Antwerp
(1934-35); "Administrateur-Dele-
gue" (President) of the Comp¬
toir Diamantaire Anvers oise

(1934-37); "Administrateur-De-
legue" (President) of the Banque
Diamantaire Anversoise, Antwerp
(1937-1949). Mr. Timbal was
elected a director of the Comptoir
Diamantaire Anversoise in 1935, a
director of the Societe Beige de

Banque in 1935 and a director of
the Banque Diamantaire Anver¬
soise in 1937. In 1937, and up to
World War II, Mr. Timbal was a
member of the Financial Advis¬
ory Committee of the European
Nitrogen Association, Basle, Swit¬
zerland, representing in such
committee the Belgian Producers
of Nitrogen.

During World War II, Mr. Tim¬
bal served in the Belgian Armed
Forces in England, as a Major,
Head of the Economic Section,

Belgian Military Mission, attached
to Supreme Headquarters Allied
Expeditionary Forces (SHAEF),
Belgium. He will continue as a
director at the Banque Diaman¬
taire Anversoise; he is also a di¬
rector of the Alaska Industrial

Corp., Juneau, and of the Belgian
Chamber of Commerce in the
U. S. A., New York.
; On July 15, Mr. Jackson, Chair¬
man of the Chemical Bank, an¬
nounced the appointment of
Marshall S. Walker, Jr., as Assist¬
ant Manager of the foreign de¬
partment of the bank. Mr. Walkei
oined the bank in 1947 and has
been connected with their Latin-
American division under the su¬

pervision of Amos B. Foy, Vice-
President." / - ,,

The Bowery Savings Bank . of
New York on July 18 presented
-0-year anniversary pins to 23
pmployees. . The Bowery now has
28 employees with 20 or more
/ears of service. The presentation
vas made by Lewis L. Clarke,
senior trustee. / / * f

Frederick R. Kattenburg, a;
member of the International Di¬
vision staff of the Colonial Trust
Company of New York, has been
awarded a week's vacation trip to
Canada for himself and his wife,
as a result of an unusual contest

designed to bring about improved
services for the clients of the Dir
vision. Six months ago, the Divi¬
sion . adopted.« a /geographical
desk", system, under whicl} each
staff member was assigned- a geo^

graphical area and was made re¬
sponsible for maintaining up-tor
date files of economic and trade
information on that area. Mr. Kat-v

tenburg's portfolio on Holland and
the Netherlands East and West
Indies was selected by the judges
as the one that best fulfilled the

^ Elected Officers of Gas Industries Fund: ;
•

. James H. Orr has been elected president and a director of . Gas
Industries Fund/ Inc.7* newly organized investment company which
will specialize ^securities of the gas industry and rbiated fields.

James H. Orr
Thomas D. Cabot John P. Sedgwick

Members of the company's advisory board include Thomas D. Cabot
and John P. Sedgwick. T

Mr. Orr is also president of Railway and Light! Securities Co. and
The Bond Investment Trust of America and a director of several
other financial and industrial companies. /. - > w

Mr. Cabot, treasurer of Godfrey L. Cabot, Inc., is a director of
United Fruit Co. and a member of the Corooration and Executive
Committee of Massachusetts Institute of Technology. Mr Sedgwick
is Financial Vice-President of State Mutual Life Assurance Society
of Worcester, Mass. - •

objective of the contest, "to in¬
sure that when a client requests
information regarding commerce
or exchange of any country, the
bank will have at least one staff
member on the floor capable of
giving quick, intelligent and accu¬
rate answers.'' The judges were
Robert A. Johnston, President and
Publisher of "American Export¬
er"; Eugene F. Satterley, Publisher
of "World's Business", and W. A.
Swingle, Executive Vice-President
of the National Trade Council.
Honorable mention was given to
portfolios prepared by Edward T.
Rink on Cuba, Haiti, Dominican
Republic, Puerto Rico and the
Virgin Islands, and by Balmes
Hidalgo, Jr., on Nicaragua/Costa
Rica and Panama.

❖ * *

The new $500,000 capital of the
Columbus National Bank of Provi¬
dence, R. L—increased from $400,-
000 by the sale of $100,000 of new
stock—became effective July 6.
Action toward enlarging the cap¬
ital of the bank was taken by the
stockholders on April 12, as re¬
ported in our April 21 issue, page
1740. ■

At a special meeting on July 12
the stockholders of the First Na¬
tional Bank of Philadelphia ap¬

proved the recommendation of the
directors to increase the bank's
capital stock from 311.100 (par
$10 per share) to 388,875 shares,
and to permit the payment of a
25% stock dividend to holders of
record July 12. An item bearing
on1 the plans appeared in our
June 16 issue, page 2600. • No
change in the bank's quarterly
dividend of 40 cents a share is
contemplated, it is said. *

;; ■,/:/'/■

Beverly H. Mercer, First Vice-
President of the Fidelity and De¬

posit Company of Maryland, at
Baltimore, was on July 13 elected
a member of the Executive Com¬
mittee of the board. He succeeds
Joshua N.vWarfield, who died on
June c 3. Mr. Mercer has been
associated with the F&D through
out his entire business life. He
was elected Vice-President 1 in
charge of the company's judicial
department in 1933 and became
Second Vice-President* in 1944.
Two years later he was elected a
director, and in February, .1948,
he became First Vice-President.. 1
/./--I./ r.v.

O'f A new branch of the Maryland
Trust Company of Baltimore, Md.,
to be known as its Park Lane of¬
fice, has been opened in the outr
lying section of the city, according
to the Baltimore "Sun" of July 14.
The manager-of the new office
will be Norton R. Morrissett, who
has/heen^with/the; company fw;24
years. >•• -/-r. : • - '>■>- '> ■ C.

_ * V * *

The : election' j of Kenneth N.
Alvdy as Assistant Cashier of the
Riggs National Bank of Washingr
tonsil. C., was made known in the
Washington "Post" of July 13. rAt
the same time the "Post" reported

that President Robert V. Fleming

of the /bank announced < that the

directors, on-July -12 authorized-fee
transfer of $1,000,000 from the
profit *and - loss accountr to/•"the
surplus account/making the latter
$8,500,000. The bank has a capital
of $5,000,000. V ■ V - "' V ;,v ■.!
•. i V - * ■*.:/ * *,

■ HARRIS TRUST & SAVINGS BANK, /
• . . ..

, CHICAGO, ILL. -
June 30,'49 Mar. 22/49

- ' $ $ )

Total resources - 546,379,848 528,688,872
Deposits 508,364,571 425,544{€81
Cash and due from ' . .

banks 151,428,470 145,612,159
U. S. Govt, security
holdings i 182,944,179 160,902,824

Loans and bills dis- * / , '
counted 157.395.132 168.525,407

Undivided profits 7.485.522 6,946,418
if if *

Philip L. Butler has joined the
La Salle National Bank of Chicaeo
in its commercial developrrlent di¬
vision. His election as Assistant
Cashier was announced by Pres-

(Continued on page 38)
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Public Utility Securities
By OWEN ELY

Kansas Gas and Electric Company
. Kansas Gas and Electric was a subsidiary (until recently) of

American Power & Light. In May, last year, the holding company
disposed of 150,000 shares, thus establishing a market. Last year's
offering was at 26 by a Union Securities Corp. group. On July 6,
recently, Union Securities again headed a group to offer 550,000
shares at 26%, this representing the remaining holdings of American
plus 100,000 shares of new money stock. The SEC had permitted a
negotiated deal, and American had talked with representatives of
five underwriting groups. An agreement entered into with one of
these groups broke down, and a new agreement was made with Union
Securities. * The sale was reported successful. . r

t Kansas Gas and Electric is currently paying $2. The current over-
counter price approximates the recent offering price of 26%, making
the current yield 7% %". Earnings on the former number of shares
were $2.71 a share for the 12 months ended April 30, but based on
the new number of shares the amount would be $2.32, and on this
basis the stock sells at 11 ¥2 times earnings. Amortization of plant
acquisition adjustments amounts to about 8 cents a share. Maintenance
and depreciation in the 12 months ended April 30 were 15% of gross
revenues, an increase from the 13.2% for the calendar year 1947.
Depreciation in the calendar year 1948, however, was only $900,000
compared with the $1,180,000 reported to the Treasury Department
for tax purposes. The depreciation reserve as of April 30,' 1949
amounted to 18.3% of plant account. 5 .<7- * V" •

, , , 4 ^
;; /■' Share earning^ and dividends in recent years has been as follows
based on.600,000shares;"-.,2 ¥.,/ /2',/././.•■• 7 \ ^'1-
a' vV\/; v" " /' . ,2'22;2.> y!.' 2 Earnings Dividends
7.2 .yy/Y

'* " ' Calendar year:'1948Cir-±-_i-^^''7 2.45
,1 Calendar year' 19472/-,2:i/2;L2;2 2/V *2.38

•

. 2 r.X Calendar year- 1946^L^--.2Jw2.22v 72 2.82 7
.Calendar year 1945_--l^/72~22'2 : 1.75
Calendar year 1944-/.2-/2^;L2£ - -V 21.63

•f;."

$1.60 '
■•:i:60
h i.30 r '

0.83 -

0.63
■"The rate was raised to $1.80 on March 31 and to $2 an June 30.

; Kansas Gas and Electric is a medium-sized company with annual
revenues (all electric) of about $13,000,000.. The territory served
comprises most of the southeastern portion of Kansas in an area cov¬

ering approximately 6,000 square .miles, and a small adjacent section
of Missouri. . Electric service is provided to 116 communities having
an estimated population of 323,000. Wichita, the largest city in Kan¬
sas, has-an estimated population of 170,765 and provides approxi¬
mately 53% of the total revenues. The principal other cities served
in Kansas are Newton, El Dorado, Pittsburg, Independence, and
Arkansas City. In addition, electric service at wholesale is provided
to 21 communities. : 2* 2 22; '/ .'.2
; - The area served by the company is basically agricultural. The
mining of mineral resources, including coal, oil and gas and the proc¬
essing of these and of agricultural products comprise a substantial
portion of the economic activity. In the territory are diversified in¬
dustries such as flour, feed and alfalfa milling, meat packing and the
manufacture of farm implements, oil field machinery, heating and
lighting equipment, cement, clay products and fertilizers. In addition,
Wichita is a major center of the aviation industry in the Southwest.
*C During 1948 sales were 26% residential, 5% rural, 24% commer¬
cial, 35% industrial and 9% miscellaneous. Residential usage aver¬
aged 1,348 kwh., and average residential revenues per kwh.: were
3.29c, as compared with the national average*of 3.01c.-The company
generated all but about 6%, of its own requirements at its three steam
plants, which had a rated capacity at the end of 1948 of 114,000 kw.
The company is installing 30,000 kw this year. The construction pro¬
gram for 1949-51 is expected to cost about $11 million. ' * 7 ' : ;
X2; Capital, structure ; is ^approximately as follows on a pro forma
basis: . 7 ./< - 2,2 .: { - !.-2- 2/-'2 > (y2;:7
y-2/v:, Debt —L
2-7../J. .Preferred

"/■' 1:Common -!.. -i— 21

$21,000,000
"

8,200,000
; 11,200,000

52%
20 ;

28 ; ;
■t

/ 7. ; ; * $40,400,000 7 : ,2 100% /_ .-2./
: The company may at soni^ later time issue about $2 million debt
securities to meet the remaining requirements of its construction
program, which debt would presumably be balanced by plowed-back
earnings, se that the equity ratio might remain around its present
levels Plant account is at original tost, except for small plant acqui¬
sition adjustments which are toeing amortized. 7 * /I /; '1 ■ 2* 2

Sees. Administrators
/ fleet Edward Samp

The : National Association of
Securities Administrators elected
Edward J. Samp, Wisconsin Ad¬
ministrator, President at its 32nd
Annual Convention. Other Offi¬
cers elected were William C. King,
Virginia, First ■ Vice-President;
John F. Hueni, Michigan, Second
Vice-President; Harold.,G. Hoyt,
Maine, Treasurer, and Louis J.
Barry, Rhode Island, Secretary.

Kenneth Mites Joins
Joe McAlister Go.
-GREENVILLE, S. C.—Kenneth

B. Miles, - formerly ' Executive
Vice-President of the Greenville

Chamber of Commerce, is now as¬

sociated with Joe McAlister Co.,
Woodside Building.

McGinnis, Bampton &
Co. New Firm Name
;;Effective July 15, the firm name
of McGinnis, Bampton & Sellger
was changed to McGinnis, Bamp¬
ton & Co. ^Hugo Ej Sellger has
retired from partnership. The
firm, which is a member of the
New York Stock Exchange, is
located at 61 Broadway.

Irving Lundborg to
Admit Kenneth Sayre
SAN FRANCISCO, ; CALIF-—

Kenneth H. Sayre, member of the
San Francisco Stock Exchange,
will be admitted to partnership in
Irving Lundborg &; Co., 486 Cali¬
fornia Street, members of the New
York and San Francisco Stock

Exchanges, on August 1. ■ Mr.
Sayre was formerly a partner in
Needham & Co. of Palo Alto.

for Home Building
By MELVIN H. BAKER*

^ President, National Gypsum Company
In discussing home building outlook, Mr. Baker reviews present state of building industry along withthe general business outlook. Says building costs can be brought down by money saving techniquesand greater availability of labor. Looks for public construction to be increased, but forecasts 14%decline in value of private residential construction and still larger slump in industrial construction. Callsfor lower taxes and less government spending, and defends building industry's efficiency. / -

I was truly impressed to find the savings and loan institutions loaned more than threeand one-half billion dollars last year to assist American families in financing their homes,I was amazed to learn that last year 600,000 home owners obtained their financing from

Mehrin H. Baker

the savings
and loan asso¬

ciations,
i To my mind,
oursa vings
and loan insti¬
tutions 1 a r e
pe rf orming
the " highest4
type of serv¬
ice for the
public. That
the tradition
of thrift has

hot disap¬
peared - is
graphically
shown- by the
fact that' the ' '"Y 2. '
600 members of your association
have combined assets approximat¬
ing $2 ¥2 billion. 7 / v

2] My Company-has a. direct in'r
terest 'in the size of your opera-?
tions because the major part, of
ohr production goes into residen¬
tial construction. Thus our fur-
tUnes are closely tied together. I
am doubly glad'-to be here, for
that' reason. -

1 Your President invited me to
touch on three subjects: the gen¬
eral state of the building indus¬
try; the outlook for building ac¬
tivity and the general business
outlook. I shall discuss-them in
thaLi order and them close with
some suggestions for stimulating
greater activity. * • • 7 ■7-

i x X State of the Industry )'■-
. | As for the present State of the
building industry, it is encourag¬
ing to find that many of our war-
born problems have disappeared.
The "shortage of materials is a

thing of the past. Today the build¬
er can get all of the building ma¬
terials and equipment he wants
and, in most eases, he can get them
on short notice. There is no longer
any need to use substitutes. To
the' contrary, there is ' a widei
choice of good materials than ever
before.'.2 2 ':•* v: -ll. • ?■"
This means that delays in builds

ing, due to material shortages, ate
in the past. As a result, building
time is almost back to - normal,
and the quality of workmanship is
approaching the high prewar
standard; There are some local
shortages of certain building
craftsmen but, in general, they are
not serious.' 7 \ -y \ • . "i * r;
'2We/do; however, have certain
major problems still with-us.- One
is the tendency of the public to
lean too heavily on the Federal
Government for housing. I 'shall
not discuss that tendency, except
to deplore it and to say that all
of lis; in every corner of the build¬
ing Industry, have art urgent job
to educate the public if we are to
reverse that trend.

, y.,

Cost of Construction '
'

The principal problem still con¬
fronting the industry is high cost.
The cost of house construction al¬
ready has dropped about 10% un¬
der the high for last year and it
is' my belief we can expect fur¬
ther reduction of from 5 to 10%

during 1950, depending, of course,
on location and type of building.
However, what actually- happens
will, be governed by the trend' in
general labor rates.
There are several observations

/ *An address by Mr. Baker be¬
fore the Convention of the Na¬
tional Savings and Loan League,
Mackinac Island, Mich., June 16,
1949.

which can be made about the cost
of construction. For one thing, the
rise has been no greater than the
increase in prices generally. In
that connection, I should like to
cite some specific figures, com¬
piled from accepted sources by the
economists of the Construction In¬
dustry Information Committee.
From 1939 to 1948, the annual

average, of , wholesale commodity
prices rose 114%. Prices of farm
products of all types rose 188%.
The average wholesale price of
raw-materials of all types went
up 154%, and the wholesale aver¬

age for semi-manufactured goods
increased 103%. /

Amid this general upwardmove¬
ment the cost of residential con¬
struction rose 114%,- according to
the most reliable authority. The
"Engineering News Record's" in¬
dex for heavy construction went
up 92%. And a composite of sev¬
eral construction cost indexes
published by the Department of
Commerce showed a rise of 112%.
In other words, the cost of

building went up to just about the
same extent as other prices, and
no more. Yet to hear the outcry,
you would, have thought that
building costs had outstripped
everything else by a-wide margin.
/t" The - facts' ; tell another . story,
however. Indeed, our economists
say it is almost' a miracle that
building costs did not rise much

further, in face of the tremendous
pressures for housing. ' The truth
is that we have nothing to be
ashamed Of and much to be proud
of. Nevertheless, costs somehow
must he reduced if we are to enjoy
a healthy future.. ..

Costs have gone up and they can
be brought down.' For one thing,
and this leads to another of our
current problems,-there still is
much room for improvement in
the productivity of labor. Produc¬
tivity still remains under the pre¬
war level. I believe we will see

further improvement as the thou¬
sands of -new: apprentices gain
more experience and more compe¬
tition develops for labor jobs.
Further reductions will be ob¬

tained- as profit margins are nar¬
rowed through the impact of eom-
petitiom and as more and more
builders adopt the money-saving
techniques;which have been tested
and are now being used by the
.more progressive. : t'v - :

v

;, Answering the Critics
One of our problems today is

that of.answering those who tell
the public, day after day, that our
industry is backward and ineffi¬
cient, that homes Cost far more

than tliey are worth, and that the
government can house them bet¬
ter.

Coupled with that sort of talk¬
ing is the strange philosophy of
sbme individuals in high places
who, on one side, criticize us for
not building faster and, on * the
other side, urge our financial in¬
stitutions to be more conservative
in lending. You have heard of
"government by confusion"—well,
there is an example.

J If you have an appetite for more
confusion, let us consider what
goes 011 in the minds of certain-
legislators; who condemn us for
building nothing but costly homes,
which average in price only about

$9,000, and then vote for a public
housing bill in which the govern¬

ment is authorized to spend $2,500
per room. Confusion is right!
Our industry must redouble its

efforts to offset the misleading
charges made against it by putting '
the facts on the record, unless we ;

do, there is danger that the pres¬
ent decline in the volume of pri- •
vate construction will become
more serious. ' i

These are major problems and
we must ■.meet them squarely. \
However, today it can be said (
th4t the American people are bet- j
ter housed than at any time in 5
their history. - -; Y "' . , t

. '1 * - ' -■"2/i
The Housing Supply • J

There has been a decrease since 2
1940 both in the average number j
of

^persons occupying a dwelling ! funit and in the proportion of
rled couples living with other
families. .;' - 2 -y 1 y:; .

;These changes have occurred not
only in cities, but also on the farm-:
aqd in the small towns and yil- j
lages and the fringe areas borrieri
ing on the larger, places. All
classes of the population have 1
shared in the benefits,,

, 2 f t
■Here are some of the outstand¬

ing figures: 2 • e - ?

jFor the nine-year; period, 1940
to 1948 inclusive, approximately ;2
7,600,000 dwelling/ units s hav0?f /
been added to the housing supply. ;;
These additions were sufficient iii >.

number to provide complete hous- 2
ing accommodations for almost;
seven cities the size of Chicago. ;

|We also know the following, "
facts: .. > .•.« •¥, :•
That more than 5.5 million new "

rooms were added to existing
structures since April, 1940; .

That at least two million dwell- 2
ing units have been made more -

livable because of major repairs
and the addition of sanitary fa- 7
cijities:
That the proportion of all U. S. Jj.

married couples living "doubled If
up" is less than in 19.40.. The r

percentage of married couples liv- j
ing; as extra families , on. farms jhas declined more than 30%, while i
the percentage in non-farm units
is: 2% lower. 2 7

These facts tell hew the build- t

ing: industry has been alert to its j
ptoblems, that ft has been making j
tremendous progress 6n every j'
front, and that it has built up a i
rather remarkable record, in pifo- j
viding new and improved housing f*
fori the American people/ • So /;■
much for our progress. . v . J ;

The Challenge of the Future
; Before turning to the outlook

for the immediate future, I ^should
like to present some observations
regarding the longer-range pic¬
ture. My purpose, I /will* say' at
the start, is to attempt to'convince
year there is no limit to what we
could do.

, Surely, it must be obvious that
the need for new office buildings,
hospitals,, schools, hotels, and. new
buildings of almost every type is
far ahead of any demand we have
seen in the past. We are told, for
example, than $10 billion of new
school ouildings are needed; $20
billion of new highways; and $30 f

billion of other public,, construc¬
tion. When you look over our cur¬
rent supply of schools and roads
and hospitals and public buildings,
you find difficulty in challenging
these estimates. The need, pro-

(Continued on page 29)

w.

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



18 (274)

/

THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, July 21, 1949

;■ Trospecfus upon request from
your investment dealer, or from

National securities &
research corporation
120 BROADWAY, NEW YORK 5, N. Y.

Details of this monthly pay¬
ment security purchase plan
and the offering prospectus of

Dividend Shares, Inc.

available on request from
your investment dealer or
CALVIN BULLOCK
Established 1894

One Wall Street - New York

I

HUGH W. LONG & CO.
!NCOP»OSATIC>

48 WAtl STREET. NEW YORK 5, n Y.

i

Custodian

, Fund,
Certificates of Participation in

INVESTMENT FUNDS

, ' investing tkeir capital
! i. ■ '

:v IN

, J' BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
? (Series K.1-K2) \

COMMON STOCKS
(Series S1-S2-S3-S4)

t Prospectus from

grow local investment dealer or

Tlie Keystone Company
^ of Boston""
' 50 Congreas Street
I ^ (

j ?' r Boston 9, Massachusett«

Mutual Funds
= By HENRY HUNT

Money to Burn
There are few greater extravagances than ultra-conservatism.

Specifically, few investors are so extravagant as the ultra-conserva¬
tive types who sacrifice and suffer to mature endowment policies.
Proper life insurance, we hasten to emphasize, is anything but an
extravagance. It will always claim first priority on any prudent Port¬
folio or purse. Our sermon is directed against life insurance which
purports to package protection and investment. For the countless
good people who personify the family virtues, who have never squan¬
dered a dollar on a temptation much less on a bad habit, no more
pernicious and plausible extravagance has ever been devised than the
insurance policy loaded with investment features.

Believing as we do that it is the business of the insurance com¬
panies to insure, and of the investment companies to invest, we set
i calculating machine to work. It came up with results startling
enough to convert general sermonizing into budgeted savings.

We assumed a man now 52 years old with $300 per quarter for
insurance and investment at the beginning of 1937.

His $300 per quarter would have bought him a 12-year endow¬
ment policy for $14,877.

But he could have bought virtually the same amount of term
insurance ($14,839) for $45 per quarter, leaving $255 per quarter for
investment.

Had he faithfully invested this amount each quarter, the dollar
averaging principle would have worked to his advantage. The fol¬
lowing table shows results with two open-end funds. All dividends
were assumed reinvested in the applicable quarter. .<

Endowment
Insurance

$14,400
14,877

477

3

Term Insurance Plus
Commonwealth Fundamental
Investment Co.

$14,400
20,450
6,050 ,

42

Investors

$14,400
21,560
7,1-30

50

tlally the shrinkage in private credit, an inflationary force will come
into play that could stabilize the economy and even initiate a new
phase of expansion.—-From Hugh W. Long's "New York Letter."

Easy Money
Government bond prices bounded upward last week after release

of the following cryptic statement by the Open Market Committee
of the Federal Reserve System: "The Federal Open Market Commit¬
tee, after consultation with the Treasury, announced today that with
a view to increasing the supply of funds available in the market to
meet the needs of commerce, business, and agriculture it will be the
policy of the Committee to direct purchases, sales and exchanges of
government securities by the Federal Rserve Banks with primary
regard to the general business and credit situation. The policy of
maintaining orderly conditions in the government security market,
and the confidence of investors in government bonds will be contin¬
ued. Under present conditions the maintenance of a relatively fixed
pattern of rates has the desirable effect of absorbing reserves from
the market at a time when the availability of credit should be in¬
creased." Various interpretations have been given. One: "The Fed
isn't going to take the blame for a depression this time." Another:
"The government bond market is being dressed up for some new

deficit financing." Probably the best interpretation: "easy money."
—From "These Things Seemed Important," issued by Selected Invest¬
ments of Chicago.

Total Cost -

Value, Dec. 31, 1948
Dollar Gain
Per Cent Gain

Bear in mind the fact that the man with term insurance enjoyed
exactly the same insurance protection as the one with an endowment
policy. His death at any time during the 12-year period would have
netted his estate the same insurance payment—plus, in addition, the
/alue of investment company securities purchased up to the time of
his demise. "" '

We have always insisted on adequate insurance as the first neces¬
sity of any investment program. We still do. But we believe that our
calculation vividly demonstrates the wisdom of separating invest¬
ment from protection. — From Arthur Wiesenberger's "Notes and
Comment." ' . ;•

Looking for Investment Nuggets
This is the time for .thinking and planning on how to make fhe

most of an unusual investment opportunity which may be in the
offing. The business readjustment is becoming more than a mere
'disinflation" or "healthy price readjustment." The probability is
that-business activity will decline and unemployment rise to levels
chat will bring them front-page prominence in the news.

But—the greater the amount of public discussion about business,
the closer will be the opportunity for acquiring investment "nuggets."
The best investment values are available only when the outlook
causes deep concern. At such a time, the largest proportion of inves¬
tors are bearish and believe that prices oLstocks; and medium grade
and speculative bonds must go substantially% lower. investors who
have not prepared to look for values at such a time are like the skep¬
tical farmer whp does not prepare the ground for planting until'his
neighbor's cropsj begin to grow.

There is very little risk that this business readjustment will geiv
erate into a prolonged and serious depression. There are too many
elements of strength in the economy. Individual savings are large;
private debts are moderate; policies of most segments of business are
and have been cautious rtand there is potentially strong demand for
additional building, both private and public. All these should sustain
the "floor" under the economy and shorten the time required to
complete the cycle of deflation.

The government's policies may become of dominating importance
in the months ahead. Under the present farm policy, lower farm
prices and excess agricultural production automatically force more
federal spending to support farm income. Increased unemployment
means larger unemployment insurance payments by the government,
more public works, and possibly relief expenditures. On the other
hand, lower business earnings and reduced wage payments spell
lower revenues for the government.

Even now, the federal budget is "in the red" and within a few
months may require deficit financing. So long as "deficiteering" is
offset by private credit contraction, it only serves to moderate the
decline in business activity. But when the time comes—as seems
likely soon—that the federal government's deficit exceeds substan-

i. <e>-

Britain's Socialistic

Experience, a Warning
By COL. HERBERT G. KING

, Member, New York Stock Exchange

Mr. King reviews progress of Socialism in England since 1945, and
concludes it should be a warning to those who propose similar move-

ment in this country.
In view of the trend in this country toward increased govern¬

ment regulation of industry and the efforts being made toward social¬
ization, it would be well for us to take a look at Great Britain and
see how she has fared with her brand of socialization before we

disrupt o u —

own economy, slowed down.v Absenteeism and
strikes are more prevalent than
ever, costs have increased, and the
poor consumers have to pay more
for their products. The socialistic
experiment has failed because
there is no initiative to work ;
without realizing accomplishment
and profit. Compulsion is inef¬
fective and the Labor Party has
found that it cannot arbitrarily
select the best personnel and
brains to operate industry effi¬
ciently. Political interference,
subservience to labor unions, com¬
mittee direction, and the lack of
good healthy competition, have
spelled ruin for British industry.
Before any new socialistic ideas

are proposed for adoption in this
country, it would be well to ob¬
serve and study more thoroughly
the economic disheaval caused by
socialism in England and profit
by their, sad and expensive mis¬
take. .

Henry G. Robinson to
Be Tifft Partner
HARTFORD, CONN.—Henry C.

Robinson on August 1 will become
a partner in Tifft Brothers, 49
Pearl Street, members of the New
York and Boston Stock Exchanges.
Mr. Robinson was formerly Presi¬
dent of Henry C. Robinson & Co.

Selected
american

<2VIAllVC
iiniiKiii iJ

MNC.

Prospectus 1

may be obtained ^
from authorized dealers, or \

SELECTED INVESTMENTS COMPANY
135 Sooth La Silk Street

CHICAGO 3, ILLITOIS v

Col. Herbert G. King

The Labor

Party has
been in power
since 1945 and

during that
time they
have unques¬

tionably dem¬
onstrated that
socialism i n

industry does
not work.

England now
is o v e r-

whelmed with

public offi-
c ia 1 s and

comes in contact with them at

every turn. T h ere are over

700,000. in the state service, and
400,000 in municipal services, and
so much t&d tape is attached that
snop keepers must purchase cop¬
ies of the Board of Trade regula¬
tions and orders every month in
order to know what they can and
cannot do. Nevertheless, there
have still been more than 30,000
prosecutions during the past year
for disobeying departmental or¬
ders. When an individual loses
his job, he must go to a Labor
Exchange and be directed to an¬
other job, of the government's
choosing. He does not have the
freedom of choice himself. The
laborer is no longer a free man,

just as the business man is no
longer free to run his own busi¬
ness. ... , -

To land, labor, and capital, the
factors of production, has been
added government supervision.
The National Health scheme has
been a costly experiment. The
government has nationalized
eight industries, the Bank of Eng¬
land, the cable and wireless, civil
aviation, coal, transport (railroads
and motors), gas, and the iron and
steel industry. The latter has been
deferred by the House of Lords
for one year, and perhaps a gen¬
eral election will save the most
efficient industry in the world,
and the only one that has not had
a strike in over 30 years. The
nationalized industries are run by
boards, the members of which are
selected by the Labor Party,
which in turn is controlled by the
labor unions. During the past
year, most privately run indus¬
tries have shown large increases
in production and profits, while
the nationalized industries have
done just "the opposite. Everything

Kasbeer Field Rep.
For Television Shares
CHICAGO, ILL.—John H. Kas¬

beer has been appointed fielc
representative in the middle west
area for Television Shares Man¬
agement Co., distributors of Tele¬
vision Fund, Inc. In the securities
business since 1919, Mr. Kasbeer

recently was associated with Gra¬
ham, Parsons & Co. He has been
a student of investment companies
for a number of years. A veteran
of World War I, he served with
the American Red Cross in World

War II. | ■;; i , i Li^ifeiMi the government has touched has

J. R. Wiliiston to
Admit Three Partners
On August 1 Arthur Jansen,

George G. .Moore, Jr. and Royal
E. Peterson will be admitted to
partnership in J. R. Wiliiston &
Co.,v 115 Broadway, New York
City, members of the New York
Stock Exchange. All were previ¬
ously partners in E. W. Clucas &
Co.

McRae Vice-PresToT
Blair & Co., Inc.
D. Finlay 'McRae has been

elected a Vice-President of Blair
& Co., Inc., 44 Wall Street, New
York City, it is announced. Mr.
McRae has been Manager of the
firm's Atlanta office in charge of
Southeastern operations since he
terminated his service in- the
United States Navy in World
War II.
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LETTERS TO THE EDITOR:

Exception Taken
Over-Selling of

Wellington Fund President main¬
tains Dutton neglects to consider
that purchasers of Funds are

largely small investors who would
not otherwise give business to

brokers.

Editor, The Commercial and
Financial Chronicle:

I have just finished reading the
"Securities Salesman's Corner" in

your July 14th issue, page 21,
written under the pen name of
John Dutton. I suppose it may be
somewhat unfair, or at least not
good sportsmanship, to take any
exception to Mr. Dutton's article.
Naturally the gentlemen in the
securities business are going to
continue to sell individual securi¬
ties in many instances, and that is
both right, proper and necessary.
On the other hand, it seems to me
the general tone of the article
neglected to bring out adequately
the fact that a great deal of the
money coming into Mutual Funds
is coming from small investors
and people who otherwise would
not give brokers any business at
an.

To illustrate: A very represen¬
tative portion of shareholders in
Wellington Fund, and other funds,
have made an investment of only
about $1,000. In a fund like Well¬
ington where they thus acquire an
interest in 200 different securities

it would mean they have invested
on an average only $5 in each
item. There is no other possible
way, except through Mutual

Funds, that an investor can get
that much diversification. So far

as the broker is concerned, he
cannot afford to get out and take
the time to sell individual securi¬

ties to that type of small buyer,
and even if he could he would not

receive enough compensation to

give the individual investor the

kind of management which would
be required.
In realization of this point, many

brokerage firms have formed de¬

partments to tap this new source

of business and thus add the com¬

missions from Mutual Funds to

their brokerage commissions
which they might expect from old
customers.

From the point of view of the

economy of the country as a whole
this is a good step, too. Why? Be¬
cause it brings into the equity
market the many thousands and

millions of individuals who now

have the bulk of the savings and
who formerly were primarily in¬
vestors in Government bonds, in¬
surance, etc., rather than equities.
One final conclusion, in the long

run the thing that is going to com¬

mand the respect of investors and

dealers too is the good manage¬

ment and superior performance of
a particular fund. I do not see

how it is so much a question of a

dealer losing faith in himself when
he selects funds for customers;
rather, he, as an independent and
experienced advisor, is in a posi¬
tion to select for his clients the

proportion of their account that
seems proper in the best managed
funds of each type.

WALTER L. MORGAN,
... ■ President.

Wellington Fund,
1420 Walnut St.,

Philadelphia 2, Pa.

to Columnist on
Mutual Funds
Hugh W. Long executive contra¬
dicts charge that Funds salesmen
belittle themselves in customer's

eyes. Insists Fund distribution
has opened new markets, brought
new business to brokers, and im¬

proved public relations.

Editor, The Commercial and
Financial Chronicle:

"Let's not go overboard on Mu¬
tual Funds," says John Dutton in
last week's "Securities Salesman's
Corner" in the "Chronicle."

Why is Mr. Dutton afraid of
Mutual Funds? Here is what he

says: "Every time you sell the
management of others you are

driving a nail in your customer's
faith in your ability to manage
his investments." In the next

breath he tells us that "most peo¬
ple lose money on their invest¬
ments."

Unwittingly, Mr. Dutton has ad¬
mitted that competent securities
salesmen do not have the time to
conduct the research work neces¬

sary to select individual issues and
manage hundreds of accounts. If
most people lose money on their
investments then very few secu¬

rities salesmen — no matter how

great their abilities—have enjoyed
the lasting confidence of their
customers.

But never mind that. Says Mr.
Dutton bravely, "There will be a
time again when individual situa¬
tions will come back into favor.

... If we abdicate and turn

all efforts over to another (Mutual
Fund managers), then sooner or
later we will lose what is left of
our business."

This seems to be poor advice to
give securities salesmen. Let's
examine the facts. - -

Do salesmen lose the confidence
of their customers when they sell
Mutual Funds?

The year 1946 was a big year
for most securities salesmen.
Since then the market has gone
down forty points on the Dow
and hundreds of individual stocks
have declined from 50% to 90%.
Over-the-counter markets have, in
Mr. Dutton's words, '"dried up"
and Stock Exchange volume has
declined almost 40% and would
be "off" even more if it weren't
for purchases and sales made by
Mutual Funds. By contrast, this
year's Mutual Fund sales are run¬

ning at the annual rate of $320
million—almost as high as 1946.
Which salesman has lost the con¬

fidence of his customers—the Mu¬
tual Fund distributor or the dealer
who sells individual securities?

Should securities salesmen wait,
as Mr. Dutton advises, until "mar¬
ket and buying conditions change
. . . and individual situations
come back into favor" to do
business?

Because of the level - headed

selling methods of the men who
have "gone Overboard" on Mutual
Funds many investors have been
persuaded to desert the ranks of
people "waiting for a better mar¬
ket" and have become consistent

buyers of securities.

Mutual Fund investors have
been buyers rather than "waiters"
in this market because they don't
expect to get rich quick. They
don't want to buy "undervalued
(?)" securities for a "profit in
the not too distant future." They
don't believe, as Mr. Dutton seems
to imply, that this is the sole pur¬
pose of investing. Following the
advice of securities salesmen
who have become their financial
counsellors, investors buy Mutual
Funds for income and for capital
growth.

They know that investing in
securities is the only practical

means of protecting themselves
against long-term increases in the
cost of living. They have learned
that by purchasing over intervals
of time they don't have to depend
on this year's market vagaries or
next year's political situation to
achieve their goal.
And they have learned, by

studying Mutual Fund records of
performance, that most people
need not "lose money on their
investments" if they hold them
for a reasonable length of time.

Will securities salesmen, as Mr.
Dutton warns us, "lose what is
left of their business if they turn
their efforts over to investment
company manners"?

Let's be sensible. Through Mu¬
tual Funds securities salesmen
can conscientiously sell securities
to people who have never bought
investments before—the people in
the middle income brackets. That

represents a whole new market
for securities salesmen. And a

potential market for individual
securities and new issues, too.
The investment companies are

among the brokers' best customers
today. That represents new busi¬
ness for the brokers.

The men who sell Mutual Funds
are doing more to foster good
public relations between the pub¬
lic and the financial community
than any other segment of our
business. That represents a step
in the right direction for all mem¬
bers of the financial community.
Mutual Fund managers, because

their accomplishments are a mat¬
ter of public record, have told the
public—for the first time—what
investors can and cannot expect
from invested capital. That's a

healthy development for everyone.
Should we believe that open¬

ing new markets for investments,
bringing new business to brokers,
improving public relations and
helping investors understand the
functions of investing is detri¬
mental to securities salesmen?

To those of us who have "gone
overboard" on Mutual Funds, Mr.
Dutton himself seems far at sea.

W. RASMUSSEN

Hugh W. Long and Company,
Incorporated

58 Wall St., New York 5.

By WILLIAM J. McKAY

The temporary breathing space between one acute British eco¬
nomic crisis and the development of another permits a more deliberate
reappraisal of the fundamental issues involved. In view of Canada's
vulnerable floating position between the dollar and sterling blocs
only a constructive settlement o. <S> — —-

the current U. S.-British differ- desperate crisis however, Canada

E, Allan Wyman Now
With Merrill Lynch

(Special to The Financial Chronicle)

ST. LOUIS, MO.—E. Allan Wy¬
man has become associated with

E. Allan Wyman '•

Merrill Lynch, Pierce, Fenner &
Beane, 511 Locust Street. Mr. Wy¬
man was formerly a partner in I.
M. Simon & Co. with which he
had been associated for many

years

H. D. Livezey With
F. S. Moseley & Go.

(Special to The Financial Chronicle)

CHICAGO, ILL.— Henry D.
Livezey has become associated
with F. S. Moseley & Co., 135
South La Salle Street. Mr. Live¬

zey was formerly with Robert F.
McMaster & Co. and prior thereto
was an associate of Olin, Emery &
Co.

ences will serve to avert a serious
Canadian economic reversal. A
notable illustration of the Domin¬
ion's anomalous situation is af¬
forded by the recent decision on

the part of the members of the
British Commonwealth to cut im¬
ports from the dollar area; Canada
in the interest of Empire unity
was obliged perforce to accept an
arrangement whereby the Domin¬
ion is likely to bear the brunt of
the curtailment of North Ameri¬
can imports.
It is now frankly admitted by

all parties concerned that the re¬

cent U. S.-British Commonwealth-
European high-level discussions
failed completely to achieve their
purpose. From now until the next
meetings to be held in Washington
in early September vital decisions
must be made. On all sides it is
agreed that the main economic
objective of the Western democra¬
cies is multilateralism of trade
and convertibility of currencies.
Even the British Chancellor of the
Exchequer, the archpriest of bi¬
lateralism and currency artificial¬
ity, has paid lip-service to this
desirable goal. But the price ap¬
parently placed on sterling con¬

vertibility and removal of trade
restrictions is entirely unrealistic.
Judging from reports emanating ling,
from Europe the salvation of the
pound and free convertibility of
European currencies are depend¬
ent on the willingness of this
country either to revalue gold to
$50 or $55 per ounce, or to pour
into the leaky European pot fur¬
ther enormous sums of U. S. dol¬
lars or gold. • '

Although the situation certainly
calls for an urgent solution, sug¬
gestions of this desperate nature
only serve to obscure the real is¬
sues. It is not this country that is
placed in a position that demands
immediate corrective action; such
action must take place where the
crisis exists—in the United King¬
dom. Convertibility of sterling is
not a practical consideration at
the $4.03 level. In order to main¬
tain this rate it is not possible
moreover to dispense with bialter-
alism and the rigid restrictions
that stand in the path of free
world trade. Furthermore at this
overvalued level confidence in the

pound is entirely lacking and for
this reason alone a constant drain
on the sterling exchange reserves
is inevitable. Consequently in
these circumstances the United

Kingdom can not efficiently carry
out its functions as banker for
the sterling area. In addition un¬

til universal confidence in sterling
is restored the British export
trade will continue to suffer.

As far as Canada is concerned,
as has already been clearly dem¬
onstrated, failure to take con¬
structive action , to remedy the
British economic ills can only
h A v e detrimental consequences
within the Dominion. From the
Canadian angle the situation is
further aggravated as a result of
Canadian dependence on economic
conditions south of the border. As
a result of the change from boom
to recession in this country Can¬
ada's vital U. S. export trade is
now subject to serious setbacks.
, Thus at the forthcoming U. S.¬
British-Canadian economic con¬

ferences it is unlikely that the
Canadian representatives will
continue to support a British stand
in favor of the maintenance of the
pegged pound. At the recent
meeting of Commonwealth Fi¬
nance Ministers, Canada could do
little else in the circumstances
than to acquiesce in the conclu¬
sions reached by the majority. In
the absence of an atmosphere of

will be better placed to speak not
only in her own interests but also,
as the logical interpreter to Brit-«
ain of the North American view¬
point.

During the week there was an
almost complete lack of interest;
in the external section of the bond
,market. The internals were like¬
wise inactive but were quoted
fractionally higher in sympathy
with the improvement of free
funds. Some explanation of the
recent rather mysterious firmness
of Canadian internal bonds in thd
face of the sterling crisis has now
come to iignt. As anticipated there
was liquidation of this vulnerable
category of bonds. In fact one of
the largest blocs of these bonds
ever traded recently changed
hands; fortunately for the equilib-
rium of the market the entire

offering was quietly absorbed by
one buyer. On the Toronto Ex?
change, stocks after an initially
shaky start, finally staged an im¬
pressive rally. Following the rer
cent recovery of basemetal prices
the issues connected with this ifi-

dustry-group led the upswing. The
golds also maintained their recent;
firmness, notwithstanding S Ir
Stafford Cripps' further- strong
denial of intent to devalue ster-

Sterling Pratt Rejoins
Ames, Emerich Go. i
CHICAGO, ILL. —Sterling W.

Pratt has again become associated
with Ames, Emerich & Co., Ine;,
105 South La Salle Street, as a
sales representative. *"■

Mr. Pratt first entered the in¬
vestment business in Chicago in
1926 and was associated with
Ames, Emerich from 1929 to 1932.
His association with the firm was

previously reported in the Chron¬
icle of July 14. • • :-

— ——a——» 1 ; i'v". n .■ >•

B. C. Morton & Co,
B. C. Morton & Co. has been

formed by Bernard Carver and
Morton W. Goldberg to engage ih
the securities business. The firm

will have offices at 9 East 40th

Street, New York City and 60
State Street, Boston, Mass.

CANADIAN BONDS

GOVERNMENT

PROVINCIAL

MUNICIPAL

CORPORATION

CANADIAN STOCKS

A. E. AMES & CO.
INCORPORATED

TWO WALL STREET |
NEW YORK S, N. Y. ;!
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Investment Piocedcies for
Institulisnal Endowment Funds

By HENRY J. SIMONSON, JR.
President, National Securities & Research Corporation

Mutual Fund sponsor organization executive describes survey made
of investment procedure and policies of 300 endowment funds of
educational, religious, fraternal, and philanthropic organizations.
Says few institutions use formula plan timing in making or switch¬
ing investments, but a large majority reported interest in the idea.
The following report is based upon a survey that was made to

determine the present investment procedures, methods, and types of
securities used by the managers of the investments of institutional
funds. Special inquiry was made as to the use of any type formula
plan in timing ®
changes in the
percentages of
the value of
the respective
funds that are
invested
in bonds and

in stocks from
time to time.
The educa¬

tional, reli¬
gious, fra-
ternaland

philanthropic
organizations
contacted all
have sizable
funds — the .

minimum amount of any one fund
being in excess of $2 million, the
maximum amount over $200 mil¬
lion, and the aggregate of all
funds in excess of $3 billion.
Data was received from over 100
such institutions and the following
represents a factual summary of
the information received.

H. J. Simonson, Jr.

Management Responsibility
Of the institutions reporting,

the majority indicated that the
management of their funds is
delegated by the Board of Di¬
rectors (or Governors) to an
executive committee, investment
committee or finance committee.

A number of the institutions em¬

ploy independent investment
counsel firms or use the services
of; banks or trust companies as
investment advisors. In other in¬

stances, the Board of Governors
or Board of Directors make in¬
vestment management decisions
without outside professional aid.
It appears, except where the value
of the funds is high in the mil¬
lions, that little or no full-time
office staff of investment analysts
and statisticians is maintained.

. Types of Investments -

Twelve per cent of the report¬
ing institutions stated that their
investment funds are confined ex¬

clusively to government, state,
municipal and high-grade cor¬

porate bonds. Of this group, it is
apparent that a number, seeking
greater income (where permitted
by law to do so) are considering
the adoption of a more liberal
policy that would provide for in¬
vestments of a certain portion of
their funds in high-grade pre¬
ferred and common stocks.
Of the institutions reporting

that their investments are in both
bonds and stocks, the percentage
varies from 50% to 80% in
bonds, with an average of about
60%. Although a number of the
Institutions have a" small per¬

centage of their funds in medium
grade 'bonds, the great majority
favor governments and high-grade
corporates.
Preferred stocks of the better

grade represent from 15% to 20%
of portfolio assets and except for
relatively small amounts held in
cash for current needs, the re¬

mainder of the assets are invested
In high-grade income producing
equities.

Timing Portfolio Changes

Only six institutions said that
they were using a formula plan
as a'guide to changing portfolio
percentages invested in bonds and
stocks. In each of these six in¬
stances the formula plan was of

their own making and was sub¬
ject to readjustment either annu¬
ally or at any time upon a major¬
ity vote of the funds' manage¬
ment. A rather typical comment
from the office of the finance
committee of a Midwest educa:
tional fund is as follows: "There
is , an established formula plan,
but this plan is a flexible one to
some extent, allowing the Finance
Committee to exercise consider¬
able judgment and discretion
both as to the timing and as to the
proportion to be invested at any
one time in defensive situations
on the one hand, or partial growth
situations on the other hand."

An examination of the formula
plans described indicates that
most of them are of relatively
recent origin with some only two
or three years old. All such
plans appear to be using the Dow-
Jones Index of 30 Industrials as

a basis of determining »market
levels for portfolio changes. The
low price levels that " have been
set for increasing the percentage
invested in common stocks have
not been reached in recent years;
neither have the higher levels
providing for a reduction in
common stock holdings. Thus,
while technically in effect, these
formula plans have not caused
any portfolio changes. The fol¬
lowing quotation from^the treas¬
urer of a large college well illus¬
trates this point. "We have had
this plan (formula) before us as
an accepted policy for two years.
At the present time our equity
percentage is 45%, but in the
light of the fact that the market
has not moved appreciably during
the last two years, we have not
had much of an opportunity to
develop actual experience in the
plan's operation."
One of the outstanding facts

brought out by the survey was
that of the institutions contacted,
over 70% reported interest in the
idea of formula plan timing. The
following is a typical quotation
from a university endowment
fund: "We have been studying
and discussing the subject for
nearly a year now, but we have
not adopted a plan." And from
another university: "We do not
have a formula plan for timing
the changes of investments in
bonds and stocks. We are devel¬
oping a consolidated plan which
will establish percentages of bonds
and stocks." And the following
from a religious fund: "The Com¬
mittee of this Board has not
formulated an absolute, exact
formula; but in general its total
of common stock commitments is
covered by the fundamental factor
underlying the formula plan."
All interested institutions re¬

quested a summary of the survey
and any other information avail¬
able of the formula plan idea.

Formula Plans ,

The "National" Formula Plan,
created by the economist, Dr.
Frederick R. Macaulay, with the
aid of the Staff of National Se¬

curities & Research Corporation,
was supplied to those institutions
interested in formula plan timing
for their investments. The favor¬

able response to this plan indi¬
cated that investment managers
are not only studying this method
of handling institutional funds,

but contemplate the adoption of
some such plan in the near fu¬
ture.

It is apparent that institutional
policies and objectives vary to
such a wide degree that the most
desirable percentages to be in¬
vested in bonds or stocks at vari¬
ous levels, during cyclical move¬
ments of stock prices would
necessarily be so different as to
require individual formula plans
in a great many instances. Cer¬
tain institutions with a more lib¬
eral policy as to funds being in¬
vested in equities could have a
narrower range for changes based
upon «equity price fluctuations
than those of the more conserva¬

tive funds. Nevertheless, the idea
of changing the weightings of
portfolios as to bonds and stocks
appears to be an outstanding con¬
sideration of most institutions
except those, of course, that are
required to limit portfolios ex¬
clusively to bonds.
I predict increasing popularity

for formula timing plans as a
sound means of eliminating the
emotional factor in ^institutional
investing which causes excessive
optimism near the top of security
markets and excessive pessimism
near the bottom.

*' * "* ''

ll^■ ' ' r'

Reports Corporate - '
Profits Decline ■ i
SEC estimates net income of cor¬
porations in first quarter of year
at about 18% below preceding
period and 16% below same

period of 1948.
According to a statement made

public on July 19 by the Securi¬
ties and Exchange Commission,
corporation profits for the first
quarter of the current year were
approximately 18% below the
preceding quarter and about 16%
below the same period of 1948.
According to the statement, the
decline in profits during the first
quarter of 1949 compared with, the'
previous quarter reflects a drop
in sales more than offsetting lower
costs and expenses. The large
corporations were reported as
having experienced the greatest
decline in net earnings.
"The ratio of profits aft'er taxes

to stockholders' equity for corpo¬
rations over $100 million in as¬

sets," the SEC reported, "dropped
from an annual rate of 18% in
the fourth quarter of 1948 to
14.4% in the first quarter of this
year.

"Similarly, corporations with
assets between $5 million -and
$100 million showed a decline
from 16% to 12%. In contrast, the
smallest size ; class, corporations
with less than $250,000 in assets,
showed an increase from a small
loss to 8.4%." .. , r

Analyzing profits on an indus¬
try basis, the report stated that
"all but two of the 22 industry
groups showed declines in profits
after taxes from the fourth quar¬

ter of 1948 to the first quarter of
1949.: The largest reductions were
shown by manufacturers of rub¬
ber products, textile mill products
and ; fabricated metal products,
each of which had profits 30% or
more* below those in the fourth

quarter of 1948. Increases in
profits were shown by the ap¬

parel group and* the printing and
publishing group."

Curb Dinner Held
The New York Curb Exchange

Employees Quarter Century Club
gathered last Friday at the Swan
Club in Glenwood Landing, Long
Island, for a shore dinner as guests
of the Exchange. Mortimer Lands-
berg, Vice-Chairman of the Curb
Board of Governors, was on hand
as a guest of honor and Martin
J. Keena, Curb Vice-President and
head of the club, presided. The
Quarter Century Club now has 27
members who have been on the
staff of the Exchange for 25 years
or longer.

Corporate Financing in First Half of 1949
Below 1948 Level

"Chronicle" tabulation, however, shcfWs half-year's
outlay one of most noteworthy in U. S. history.

New corporate securities placed in the United States during the
first six months of 1949, according to the "Chronicle's" computation,
had an aggregate value of $3,346,768,865 compared ivith $3,260,861,957
for like period of 1948, $2,776,193,935 for 1947 and $3,217,126,781 for
1946. The 1949 total is.the largest since 1930 when $3,964,471,707 was

reported. Of the 1949 financing $3,236,292,691 was for new money
and $110,476,174 for refunding. t Of the total corporate issues for the
half-year, bonds and notes'added up to $2,805,598,900,1 as compared
with $2,638,942,400 for the same period in 1948, and stocks totaled
$541,169,965 as against $621,919,557 a year ago. Of the total financing
the largest share, $1,808,812,274, fell under the classification of public
utilities, compared with $1,508,359,637 for 1948. Railroads accounted
for $302,281,000 as compared with $299,946,000 in 1948, $127,370,000 in
1947, $572,381,000 in 1946 and $720,701,800 in 1945, which latter
amount has never been exceeded for a like period as far as our

records show, the nearest approach being in 1927 when $622,212,000
was recorded. Other industrial and manufacturing totaled $672,-
111,523 and all other categories $563,564,068.
Of the utility financing of $1,808,812,274, $1,478,388,900 was ac¬

counted for through long-term bonds and notes and $330,423,374 by
preferred and common stocks, compared with $1,285,531,400 and
$222,828,237, respectively, for the first six months of 1948. Of the
1949 total $137,700,800 was in the form of preferred stocks and $192,-
722,574 was common stocks. ; v" " ; -

In the tabulation below we show the volume of corporate issues
by types of securities, brought out in the first half of each of the
past 10 years. ; . • -V '"" ''*'\
, _ , . .. . Bonds and ' Preferred Common ; , - .. .. *

-,v ;Vv''*: v Notes Stocks . Stocks > ; ; . «• Total .;V
$2,930,598,900 $195,462,050 $320,707,915 $3,346,768,865
2,638,942,400 318,481,538. 303,438,019 3,260,861.957
2,060,493,650 - 494,956,472 220,743,813 2,776,193,935
2,068,374,000 702,108,990 446,643,791 3,217,126,781
1,793,505,620 292,202,905 66,136,160 2,151,844,705
743,013,000 238,547,300 36,456,459 1,018,016,659
369,395,000 <- 27,962,393 » 16,406,288 413,763,681

/. 604,185,000 97,045,908 14,524,080 715,754,988
1,257,492,300 144,024,525 14,517,271 1,416,034,096
933,136,300 124,821,590 45,166,731 1,103,124,621

| Complete details of the financing effected in June and during
the first six months of 1949 appeared in the "Chronicle" of July 18,
starting on page 3. | *

Urges Pressing for Passage of Bill
To End Double Taxation of Dividends

Emlen S. Hare, President of Institutional Shares, Ltd., writes share¬
holders to communicate with Congressmen urging enactment of
H.R. 3627, a measure introduced by Cong. Fred L. Crawford.

of Michigan. - :

In a personal message on "double taxation" dated June 30, ad¬
dressed to shareholders of Institutional Shares, Ltd.,; of which he
is President, Emlen S, Hare strongly urged writing to Congressmen
and Senators, and particularly to the 25 members of House Ways and
Ways Committee, to impress then €>

1949__

1948 ;

meZZZZZIZZZZZZZZZZZZZZZ
1945 - ___ .

1940ZZZZZZZZZZZZZZZZZZZZZZ

in favor of enacting the Crawford
Bill (H. R. 3627) which proposes
the elimination of taxation on

dividends.

According to Mr. Hare's letter:
"The Federal Governmen^Jpy

taxes, takes about $38 out of each
$100 of corporate earnings. In
addition, it requires stockholders
again to pay taxes on the divi¬
dends they receive from their
already taxed earnings. This con¬
stitutes 'double taxation

"Recognizing that such taxation
is clearly unfair and inequitable
to shareholders, as well as being
adverse to capital formation which
is a requisite of business and
employment, Congressman Fred
L. Crawford of Michigan has in¬
troduced Bill No. H. R. 3627 in
the House of Representatives,
which Bill would eliminate taxes
on dividends. .

"To facilitate action on this Bill
by the powerful House Ways and
Means Committee,, it is vital that
all take the time to express their
views to their Congressman and
Senators as well as to the follow¬

ing 25 members who compose this
Committee (address: House Office
Building, Washington, D. C.) urg¬
ing them to report favorably on
this measure. In writing, he sure

to refer to Bill H. R. 3627. \

DEMOCRATS

Doughton, Robert L., 9th, N. C.,
Chairman

Boggs, Hale, 2nd, La.
Camp, A. Sidney, 4th, Ga.
Carroll, John A. 1st, Colo.
Combs, J. M., 2nd, Texas
Cooper, Jere, 9th, Tenn.
Dingell, John D., 15th. Mich.
Eberharter, Herman P., 32nd, Pa.
Forand, Aime J., 1st, R. I.
Gregory, Noble J., 1st, Ky.
King, Cecil R., 17th, Calif.

Lynch, Walter A., 23rd, N. Y.
Mills, Wilbur D., 2nd, Ark.
O'Brien, Thomas J., 6th, 111.
Young, Stephen M., at large, Ohio

REPUBLICANS

Byrnes, John W., 8th, Wis. /

Curtis, Carl T., 1st, Nebr.
Holmes, Hal, 4th, Wash.
Jenkins, Thos. A., 10th, Ohio
Kean, Robert W., 12th, N. J.
Martin, Thomas E., 1st, Iowa ; ;

Mason, Noah M., 15th, 111.
Reed, Daniel A., 45th, N. Y.
Simpson, Richard M., 17th, Pa.
Woodruff, Roy O., 10th, Mich.-
"High taxation," continues Mr.

Hare, "is depleting capital re¬
sources and thereby reducing new

developments on which the future
prosperity of all citizens depends.
Taxation distributed as social
service of 'a welfare state' at first

glance may appear attractive 4o>
many, but unless industry in all
forms expands, such service will
soon prove illusory in the ex¬
treme. Lasting social security
depends on expanding industry in
the broadest sense, and it cannot
expand if resources which ought
to be invested are taxed away.

An elementary knowledge of these
things by the public would trans¬
form politics." v. .•-

Newburger Visualization
PHILADELPHIA, PA.—New-

burger & Co., 1342 Walnut Street,
members of the New York and

Philadelphia - Baltimore Ex¬

changes, are now displaying in
their offices the last of this series

of Visualization Programs, with an

exhibit of the latest products of
the Monstanto Chemical Co.
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Our Reporter on Governments
i By jftlN T. CHIPPENDALE, JR.

The government market continues on the constructive side and
large amounts of Treasury obligations are being put away by in¬
vestors which means these securities are going into strong hands. . . .

Professional operations seem to be on the wane, and this is gener¬

ally a favorable development. . . . Technically the market appears
to be in good condition and a "grinding market" with some backing
and filling here and there usually results in higher prices over a

period of time. ...
There are plenty of buyers around for eligibles and the con¬

sensus is that the full effects of the recent decrease in reserve

requirements have not been felt in the market. . . . Reserve City
and country banks, the ones that benefited from lower reserves,

are not attracted to the low income issues. . . . Savings banks
are the main buyers of the tap bonds, and these institutions are

quite anxious to get funds to work. . . . They are faced with
the task of maintaining higher interest payments on deposits, in a

money market that is showing lower yields. ...

ELIGIBLE 1952s IN DEMAND

Although the 1952 eligible taps continue to be well taken and
are among the favored restricted issues, considerably more attention
is being given to the Vies because of the more favorable yield avail¬
able in these bonds. . . . There is no doubt buyers of the restricted
obligations are still eligibility-conscious because the belief is very

strong that the 1952 eligible taps could be made eligible for commer¬
cial bank purchase at any time by the authorities. . . . This could be
a way to control prices of Treasury obligations, especially the bank-
eligible issues. . .

, J
*

Moreover, sales of tap bonds by non-bank holders to deposit
institutions, in the event these securities should be made avail¬
able to commercial banks, would create deposits and purchasing '
power. ... . . This is important as far as the monetary authorities
are concerned, since it is their expressed intention to use the
money markets to aid the business picture. , . .

LONGER RESTRICTEDS ATTRACTING ATTENTION

Despite the apparently greater attraction of the 1952 eligible
tap bonds, because of the opinion these securities will be made
bank-eligible ahead of time, there are many who do not believe the
earlier eligible tap issues will be made available to the deposit banks
at the expense of the longest eligible obligations. . . It is held
in certain quarters when, as and if there should be a change in the
eligibility provisions of the restricted bonds, it will not be confined
to the 1952 eligible obligations, but will apply to all of these bonds
alike, the longest maturities as well as the 1959/62s and the in-
between maturities. . . . If this should be the case, and it has
happened in the past, the June and December 1967/72s are decidedly
on the attractive side, since a larger return can be obtained in these
two obligations than in the earlier eligible tap bonds. . . .

5
Accordingly, more non-bank investors are going into the

longest restricted bonds, not only for the higher return but also
because of the feeling the most distant eligibles will be given the
same consideration as the other restricted issues, if there should
be a revision in the eligibility features of this group of
securities. . . .: ■ • .

. .

VICTORY BONDS ALSO FAVORED

v. - There are very sizable orders for the Vies in the market and the
buying in these bonds is as good as it has been in a long time. . . .

Some of these funds are the results of switches from the earlier taps
and part of it is new money that is being put to work. . Savings
banks in particular are using new funds to acquire the 2%S due
June and December 1967/72. ... Other institutional buyers (includ¬
ing some of the smaller insurance companies) have been swapping
from the shorter eligibles and the earlier restricted issues into the
Vies. .... ". "

The current crop of buyers of the Victory Bonds are very
bullish on these securities, not only from the income standpoint
but also from the appreciation angle since they believe these
issues can move up considerably from present levels. , , .

MATURITY EXTENSION COMMON

Commercial banks are extending maturities with even the largest
institutions moving into issues that would not have been considered
not so long ago. . . . There is good buying in all of the eligibles
although the longer-term obligations continue to be the market
leaders. / . . Competition for the higher income issues is very keen,
and not too many of these securities are coming into the market. . . .

Some switching by non-bank owners of the longest taxable eligibles
Is taking place on a scale-up, but the amount involved has not been
very substantial yet. . . . Profit-taking has brought a few of the
eligible 2Y4S and 2V2S into the market, but not enough to make an

impression on the sizable demand that is still around. ...
The partially-exempts, especially the 2%% due 1960/65 are

being well bought by the larger banks. . . . The long World
Bank issue is reportedly under accumulation by mid-west non-
bank investors. ... The 1952/54s are getting a big play from the
large money center banks. ...

S. D. Woodruff & Sons
ORANGE, CONN.—S. D. Wood¬

ruff & Sons, Inc., is engaging in
a securities business. Officers are

Hugh C. Laird, President and
Treasurer; E. R. Dahlberg, Vice-
President; and C. M. Washburn,
Secretary. Directors are the of¬
ficers and Mrs. L. J. D. Woodruff.

Richard J. Beall Opens
Richard J. Beall has opened of¬

fices at 55 Liberty Street, New
York City, to engage in the se¬
curities business.

H. L. Greene in

Binghamton
BINGHAMTON, N. Y. — L. H.

Greene is engaging in a securities
business from offices at 88 Henry
Street.

Robert Laffan Opens
Robert Laffan is engaging in the

securities business from offices at

141 Broadway, New York City.
He was formerly with Chas. W.
Scranton & Co.

Reveals Extent of U. S. Postwar Foreign Aid
Secretary Snyder, as Chairman of National Advisory Council on
International Monetary and Financial Problems, transmits to Presi¬
dent and Congress, along with other data, a statement and analysis
of financial assistance abroad from July 1, 1945 to end of 1948.

Secretary of the Treasury, John W. Snyder, as Chairman of the
National Advisory Council on International Monetary and Financial
Problems, transmitted on July 5, to the President and to the Congress
a report of the Council's activities during the six months' period end-
ing March
31, 1949, in¬
cluding those
relating to fi-
n a n c i a 1 as¬

pects of ERP
and other

programs, as
well as par¬

ticipation of
the United

States in the
International

Monetary
Fund and the
International

Bank for the
Reconstruc¬

tion and De¬

velopment. The report, in addi¬
tion, contains a review of foreign
financial assistance given by Jhe
United States in the postwar pe¬
riod.

The members^of the Council,
according to the terms of the law
establishing it, are the Secretary
of the Treasury, John W. Snyder,
Chairman; the Secretary of State,
Dean Acheson; the Secretary of
Commerce, Charles Sawyer; the
Chairman of the Board of Gov¬
ernors of the Federal Reserve

System, Thomas B. McCabe; the
Chairman of the Board of Di¬

rectors of the Export - Import
Bank, Herbert E. Gaston, and the
Administrator for Economic Co¬

operation, Paul G. Hoffman.
According to the Council's re¬

port:
During the postwar period, July

1, 1945, through Dec. 31, 1948, the
United States Government made
available $26.5 billion for foreign
assistance of which $20.1 billion
was utilized or expended, and $6.4

John W. Snyder

billion remained as an unutilized
balance on Dec. 31, 1948. About
one-half of all unutilized funds at
the end of 1948 were ECA funds,
principally earmarked either for
specific purposes or for the aid of
specific countries and largely al¬
ready committed under contracts
for approved purchases. Some¬
what less than a billion dollars
represented uncommitted lending
authority of the Export-Import
Bank. The amount of aid utilized
in 1948 ($5.5 billion) was approxi¬
mately equal to that extended in
1946, but somewhat less than the
1947 total of $6.4 billion. The in¬
creasing momentum of the Euro¬
pean Recovery Program during
the latter part of 1948 resulted in
increasing the total aid rendered
in the final quarter of 1948 to the
average quarterly rate prevailing
in 1947.
The year 1948 was marked by a

larger share of assistance rendered
in the form of grants, including
(for statistical purposes) aid for
which terms of repayment had not
been determined, as compared
with loans and other credits
which call for the repayment of
principal and interest to the
United States. This situation also
holds true in the foreign aid totals
for the entire postwar period,
during which funds made avail¬
able through Congressional au¬
thorization for grants were $14.5
billion, compared to $12.0 billion
for credits. Aggregate grant and
credit availabilities from July 1,

1945, through Dec. 31, 1948, dis¬
tributed by geographical area, are
-presented in the following table:

countries were also scheduled to
receive about three-fourths of all
unutilized funds that had been
allocated as of Dec. 31, 1948.
Among the larger European re¬

cipients of utilized aid, credits
exceeded grants' for the United
Kingdom, France, the Netherlands
and Belgium. Other countries,
such as Italy, Greece and Austria
relied very heavily on grants.
Assistance to other European
countries resulted chiefly from the
extension of grant assistance
through UNRRA.
Total credits utilized by all ERP

countries in the postwar period
exceeded grants, while total
grants utilized by the Asiatic
countries were more than four

times their total credits. China

received $1.6 billion and Japan
$1.2 billion of the $3.6 billion of
total postwar assistance rendered
by the United States to Asia, with
the Philippines and Korea receiv¬
ing most of the remainder.

Foreign Aid and the United States
Postwar Balance of Payments

Total exports of goods and
services of the United States
amounted to $58.7 billion between
July, 1945, and December, 1948.
The United States received $30.3
billion in foreign goods and serv*

ices, leaving a difference of $28.4
billion to be financed from other
sources. To cover their deficit
with the United; States in the
3 Yz -year period, foreign countries
drew a total of $6.3 billion from
their gold and dollar assets and
received about $19.0 billion in net*
United States . Government aid.
Other elements included assis¬
tance from international financial
institutions and private financing.

TABLE I : \ <'
United States Government Foreign Aid, Sum of Utilized, July 1, 1945

to Dec. 31, 1948, Plus Unutilized as of Dec. 31, 1948, ,

by Geographical Area
(In Millions of Dollars)

■ Area— . , -■! Total Grants Credits

Total, all areas — — 26,522 14,507 12,015
Total, Europe 19,453 10,052 9,401
ERP participants (17,859) (8,944) (8,915)
Other Europe : (1,594) (1,108) (486)

Latin America 515 33 482

Asia * - 4,498 3,746 752

Miscellaneous —— 2,056 676 1,380

During the last six months of
1948, actual utilization of United
States Government foreign aid
was &|gl}tly less than $3 billion.
Funds more than three-fifths
of this $3 billion were supplied
through the Economic Cooperation
Administration, with another fifth
through the defense agencies, and
the balance primarily through the
State Department (for Greek-
Turkish aid), the Export-Import
Bank, and the Philippine War
Damage Commission. The share
of aid going to the ERP partici¬
pants in this period constituted
almost 80% of the total, with the
United Kingdom, Western Ger¬
many, France, Italy and Greece
the chief recipients. Asiatic coun¬

tries received slightly less than
one-fifth of the total, about the
same percentage that they re¬
ceived for the entire postwar pe¬
riod.

Programs of Postwar Assistance
The changes over the period

July, 1945 to December, 1948, re¬
flect the shifting importance of
loans and grants in the various
postwar programs of foreign
assistance. For example, during
the six months ending December,
1945, grants were the dominant
factor as a result of the aid fur¬
nished through direct lend-lease.
In the following year, grant as¬

sistance was supplied chiefly

through the United Nations Relief

and Rehabilitation Administra¬

tion, followed in importance by
civilian supplies provided by
military a g e n c ie s to occupied
areas. However, credits became
the predominant factor in the for¬
eign financial program in 1946 as
a result of the increased activity
of the Export-Import Bank, sur¬

plus property disposals, and the
initial drawings under the Anglo-
American financial agreement. In
1947, the bulk of $3.75 billion loan
to the United Kingdom was util¬
ized. This utilization not only
was responsible for the high level
of foreign assistance rendered
during that year, but also had the
effect of enlarging the credit por¬
tion of the foreign-aid program.

By 1948, only a small portion of
the loan to the United Kingdom
remained available for expendi¬
ture, with the consequent drop in
the proportion of loans as well as
in the total of grants and loans
extended. In addition, Export-
Import Bank credit utilizations
decreased significantly from the
preceding two years while at the
same time the ERP was initiated
largely on a grant basis.

Geographical Distribution of Aid
Approximately two out of every

three dollars of expenditures for
United States foreign aid during
the entire postwar period were

for countries that are currently

participating in the ERP and these

Disposal o f Southern War
Plants—Frederick L. Deming and
Weldon A. Stein—National Plan¬

ning Association, 800 Twenty-first
Street, N. W., Washington 6, D. C.
—paper—50c.

Historical Statistics of the
United States 1789-1945-i-A sup¬

plement to the Statistical Abstract
of the United States—Bureau of
the Census, U. S. Department of
Commerce—Copies from Superin¬
tendent of Documents, U. S. Gov¬
ernment Printing Office, Wash¬
ington 25, D. C.—buckram—$2.50.

Statiscal Agencies of the Fed¬
eral Government, The—A. Report
to the Commission on Organizat¬
ion of the Executive Branch of
the Government— Frederick C.
Mills an$,£larence D. Long—Nat
tional Bureau of Economic Re¬

search, Inc., 1819 Broadway, New
York 23, N. Y.—cloth—$2.00.

Transportation—The Front Line
of the Enterprise System—John
H. Frederick—Transportation Ast
sociation of America, 130 North
Wells Street, Chicago 6, 111.—pat
per—50c per .copy (lower prices
for quantity orders).

Ross & Co. to Admit
On August 1 Edmund B. Ross

will be admitted to partnership
in Ross & Co., 1 Wall Street, New
York City, members of the New
York Stock Exchange.

Albert Salisbury Dead
Albert T. Salisbury, associated

with Vilas & Hickey, New York

City, was found dead with a bullet
through his mouth, apparently a

suicide according to the Westches¬

ter County Medical Examiner. 1
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Great Northern Railway
There is a tendency now and then to look upon the analysis of

railroad securities as pretty much of an exact science, much more cut
and dried than the analysis of securities of other industries. This is
based on the theory that uniform accounting as set up by the Inter¬
state Commerce Commission makes possible a fairly rigid comparison
of the financial results of any one carrier with those of any other
carrier. It is true that comprehensive accounting rules are set up by
the Commission and that these must be followed by all railroads. It
is not true, however, that published results may always be taken at
their face value.

As with any other class of security, it is necessary always to
examine the complete breakdown of figures, particularly the month-
by-month figures, in order to get the final answer as to just how
well, or how badly, the individual road is doing. There is a lot of
leeway even in the accounting procedure set up by the ICC and every
so often this is. brought forcibly to the attention of the analyst, the
investor, and the speculator. A case in point, where reported results
are completely out of line with realities and with the performance of
the railroads in general, is the May report of Great Northern.

That business has been declining for some time past, and that
railroad traffic has been following a similar course, is hardly news.
Great Northern has, at least in recent months, been resisting the gen¬
eral industry trend. Nevertheless, in May even its traffic was some¬
what below the level of a year ago. In the face of this drop in car
loadings the company in May reported an increase of 73.3% (from
$10,320,000 to $17,884,000) in gross revenues over the like 1948 month.
Actually what happened was. that in May 1948, the company had made
a charge of $6,400,000 directly to gross revenues for cut backs of lend
lease and other government traffic during the war years. Had it not
been for this the May 1948 revenues would have amounted to $16,-
720,000 and the year-to-year gain in May 1949 would have been less
than 10%.

What makes the whole comparative picture doubly confusing is
that other, railroads faced with similar, although perhaps not so large,
cutbacks charged them to miscellaneous deductions from income. In
such cases there was at least the advantage that operating statistics
and ratios were not distorted by the extraordinary, and non-recurring,
charges. In the case of Great Northern the normally low transporta¬
tion suddenly jumped to 57.4% in May last year and then in May 1949
dropped to 34.5%. This year-to-year drop of approximately 23 points
in the transportation ratio obviously did not reflect any improvement
in the road's operating efficiency. It merely reflected an accounting
idiosyncrasy.-

^

Fortunately the accounting idiosyncrasy had little influence on

reported net income as a year ago the company took a substantial tax
credit at the same time it charged out the revenue cutbacks. Even
with the sharp year-to-year increase in revenues in May, gross for
the first five months of 1949 was only 9.9% above a year earlier.
This reflected in part the very severe weather in the opening months
•of the year. Total operating expenses were up 7.4%. There was a net
deficit for the period of $2,246,000 contrasted with a net profit of
$2,112,000. Here again, however, the bare figures do not indicate
the-true operating results. In the first five months a year ago there
was a Federal income tax credit of $5,969,876. This year there were
•to Federal income taxes charged or credited. Before Federal income
taxes the company in the 1949 interim did some $1,600,000 better than
it had a year ago.

Great Northern has now passed through its seasonally low period.
The traffic pro'spect^ from here on appear favorable,. Iron ore ship¬
ping schedules'have already been set and despite the drop in steel
■operations the 'ore shipments will not likely be cut materially. Grain
stocks in the service area are heavy and there is every indication of
another good crop this year. Lumber inventories at consuming cen¬
ters are reported low and there is every prospect that this traffic will
rebound fairly sharply over the intermediate term. These are the
road's three most important traffic and revenue sources. Moreover, if
movement of these commodities is heavy there is a general favor¬
able economic influence on the service area and, therefore, on the
movement of inbound manufactured freight. With all of these con¬
siderations it is generally felt that the road's earnings this year will
fall little below the $8.91 a share reported last year. The $4.00 divi¬
dend rate appears well protected.

Gordon S. Macklm Dies
Gordon S. Macklin, senior part¬

ner of Gordon, Macklin & Co.,
members of the Cleveland Stock

Exchange and a three-time Presi¬
dent of that exchange, died on
July 14 at Cleveland's Lakeside
Hospital at , the age of 52. .His
■energy and business aggressive¬
ness keynoted an ambitious and
•active existence. "Macklin Oper¬
ated"—a label noted with grow¬
ing frequency in Ohio and Florida
hotels and business properties—
bore the impact of a man who
once intended to be a preacher.
.He. was born in Sardinia, N. Y.,
Nov. 11, 1896. After a year's study
at Genesee Wesleyar. Seminary he
moved to Cleveland for the com¬

pletion of his high school educa¬
tion and was graduated from
Baldwin Wallace College. By at¬
tending night school he was also
able to become admitted to the
bar. The Macklin financial career
began id 1923, when he became
Ohio sales manager for S. W.
Straus & Co.,' at that time the
largest first-mortgage bond house
|n the nation. From 1925 to 1928

he was Vice-President of S. Ulmer
&-Sons, Inc. In the latter year he
joined with T. Cedric Wellsted
to form Wellsted, Macklin & Co.,
an association which lasted until
1939. whenMr. Macklin organized
his own investment company. Mr
Macklin's business activities
reached their zenith when he be¬
came closely associated with John
C. Lincoln, Chairman of the board
and founder of Lincoln Electric
Co. The recent purchase of the
Moreland Courts apartments and
Shaker Square properties at ap
proximately $6,000,000 through
the newly-formed Shaker Square
Co. was spearheaded by Mr. Mack¬
lin. Today 16 business properties
bear the "Macklin Operated" seal
which uses the silhouette of the
46-story Le Veque Lincoln Tower
in Columbus as a distinguishing
mark. Mr. Macklin's most promi¬
nent position included the Presi¬

dencies of The Shaker Square Co.,
The Sovereign Hotel Co., Fifty
West Broad, Inc. of Columbus, and
Macklin Operated, Inc. Among
concerns Mr. Macklin served as

Vice-President and director were.
The Bagdad Copper Corp. located
in Bagdad, Arizona; Railway
Warehouses, Inc.; The Bulkley
Building Co., and the Lincoln
Foundation, Inc. He was a direc¬
tor of the National Terminals
Corp., The Cleveland Land & Se¬
curities Co., and the Middle East
Co. An ardent golfer and deep-
sea fisherman Mr. Macklin was

also active in club affairs. He
was a member of Gyro Interna¬
tional; Delta Theta Phi; The Bond
Club of Cleveland; The Cleveland
Security Traders Association; The
Mid-Day Club; The Shaker

Heights and La Gorce (Miami
Beach) Country Clubs.
Mr. Macklin- was married to

Evelyn Cosline, March 4, 1922. He
is survived by his wife, a daughter
Virginia Macklin Sancetta of
Cleveland and two sons Gordon
S. Jr., and John Lee Macklin.
Also surviving, besides his imme¬
diate family, is a brother Justin
Macklin of Cleveland and four

sisters, Mrs. William Haas of De¬
troit and the Misses Marjorie,
Velce and Hazel Macklin, all of
Los Angeles. The Macklin home
is at 22500 MeCauley Road, Shaker
Heights, Ohio.

Bank for Infernat'l Settlements Reports Western
Europe Economic and Monetary Progress

In concluding its 19th Annual Report for year ended March, 1949
say's volume of both industrial and agricultural production has
reached or exceeded prewar levels, and inflationary tendencies have
subsided in most countries. Advocates U. S, liberalize policy de¬

signed to lessen impact of current deflationary trend.
The Nineteenth Annual Report of the Bank for International

Settlements, covering the period from April, 1948 throughMarch, 1949,
and signed by Roger Auboin, its General Manager, takes an optimistic
view of the general and monetary progress made during last year,
especially in Western Europe. In£
the concluding pages of the elab¬
orate report, which contains a re¬
view and analysis of economic and
financial developments in a num¬
ber of countries, it is stated that
"1948 has undoubtedly been a year
of general economic and monetary
progress, especially in Western
Europe. The volume of produc¬
tion, both industrial and agricul¬
tural, has reached or exceeded
pre - war levels and the fight
against inflationary tendencies has
been successfully waged in almost
every country in Europe. Essen¬
tial as these improvements have
been for raising standards of liv¬
ing and laying the foundation for
further advances, such is the
nature of economic life that the
new stage, reached with so much
effort, immediately brings forth
its own set of problems and pre¬

occupations, and it may seem as
if the new difficulties are in many
respects even greater than those
which have just been overcome.
For in the years directly following
the war the action which had to
be taken comprised a number of
obvious steps to arrest the infla¬
tionary trend and push on in al¬
most any line of production, while
now the task is to adjust an in¬
creasing volume of output more

exactly to demand under condi¬
tions of growing competition and,
in general, to establish a balanced
position which is at the same time
durable and self-sustaining.
"The disappearance of the sel¬

lers' market has, indeed, given
rise to some very real difficulties;
since it is no longer possible to
find almost everywhere a ready
buyer for practically any com¬
modity, much more attention must
now be devoted to questions of
price and quality. There is hardly
a producer or trader who has not
begun to be concerned about
'markets' in which he must be
able to sell at a competitive price.
It is still too early to tell whether
the change in the complexion of
the markets points to a downward
turn in the general business trend,
since the volume of trade and

production has mostly kept up
fairly well and there are many

sustaining factors operating in the
markets. But here again the au¬
thorities and the public are con¬
cerned about different problems
from those which worried them a

year ago.'

"These are clearly fresh devel¬
opments, but it is not as if there
were no experience, derived from
somewhat similar situations in the

past, to serve as a guide. It is
encouraging to observe that in the
last few years a much better in¬
sight has been gained into one

very- important relationship: the
close connection between the vol¬

ume and methods of internal fi¬

nancing (of any remaining budget

deficit or outlay for investments)
and the outcome of the balance
of payments, requiring financing
from foreign resources. Important
questions arise in this connection
in regard to the use of the coun¬

terpart in national currencies of
Marshall aid (questions to which
some attention has been given in
this Report).
"It is also fortunate that, through

the progress recently made, the
differences found from country to
country as regards the balancing
of budgets, the arresting of in¬
flation, the available supplies,
etc., have been much reduced
and the approach to internal bal¬
ance has clearly brought the
countries to a point where the
international aspects of the differ¬
ent problems involved can receive
more attention and individual
measures can be considered more

carefully in relation to the re¬
quirements for general long-term
progress.

Adjustments to New State of
International Markets

"Unfailing attention to interna¬
tional conditions is, indeed, indis¬
pensable when the countries get
to grips with the > problem of
adjusting their production, to
the new state of the markets.

Throughout the world the key¬
note today is more production
through greater efficiency— and
rightly so. >

"But it is not only a question of
volume or even of costs;, it is evi¬
dently necessary to produce pre¬
cisely what is in demand. Almost
all the manufactured products
which Europe itself has for export
have to be sold to individual cus¬
tomers all over the world—and
there is no doubt that adaptation
to a largely new situation of
world competition constitutes a

very real test for the viability of
Europe. If the price system is not
allowed'to play its part as an in¬
dicator of what is in demand and
should be produced, how can' the
variegated economies of the Eu¬
ropean countries possibly find the
right lines of output? There is
clearly no other way of knowing
to what extent an effective de¬
mand exists for Europe's output of
largely non-essential goods than
to feel the pulse of demand in the
markets of the world today; but
the indication which those mar¬

kets supply will not be of real
value unless sufficient freedom

prevails in them—and, even then,
it will be of little avail without
sufficient flexibility inside the ex¬

porting countries. Moreover, the
free movement of goods with the
development of multilateral trade,
which has been the condition of
Europe's prosperity in the past,
depends not on European action
alone: it requires the adoption of
appropriate commercial and mon¬

etary*..policies in countries and
areas outside Europe itself.

"Ther&jmust always be a
struggle against rigidity—espe¬
cially in the modern world, where
certain technical developments
seem to render the economy less
flexible; surely, then, it is not too
much to ask that the authorities,
in framing their policies, should
not add unnecessarily to already
existing rigidities. An increased
volume of production is not auto¬
matically followed by larger ex¬

ports and a better balance on for¬
eign account, since more produc¬
tion gives rise to higher incomes
and consequently to increased
consumption, including demands
for better housing, wnich is an
indirect demand for more invest¬
ments. A better balance will only
be attained if more is saved or

more accrues to the state in taxes
over and above what is necessary
to meet added spending; it is only
pro tanto that investmentexpend¬
iture. at home will be more ade¬

quately covered by the flow of
domestic resources. Production

alone, therefore, does not suffice:
to be really beneficial, it must be
combined with a suitable eco¬

nomic and financial policy. If,
then, a country is in disequilib¬
rium because its budget expendi¬
ture is too high or its investments
are too ample or costs are main¬
tained at an uneconomic level or
the exchange rates have got out of
line with realities (or there is a
combination of two or more of
these factors) with the result that
an untoward deficit has arisen in
the balance of payments: if, in
such a state of affairs, the country
concerned obstinately refuses to
make any alteration either in its
budget or credit policy or in its
control of prices or exchanges,
there is no reason to assume that
the lack of equilibrium will not
continue—and this will mean that
the monetary reserves of such a
country will be eaten into and
the proceeds of foreign loans and
grants wasted simply to perpetu¬
ate the rigidities which were at
the bottom of its difficulties. The
receipt of foreign resources is of
such great value to a country that
they should not be wastefully put
to uses which will simply post¬
pone necessary adjustments.
"The lines of policy adopted in

this year 1949 may well prove to
be of vital importance. The disap¬
pearance oL thei-sellers' market,
together with the price reductions
that have befallen some producers
and traders, has led to almost in¬
stant demands for remedial meas¬
ures of one kind or another—but
with little, if any, consideration
for the needs of adjustment in the
economy as a whole or the urgent
need of earning more foreign ex¬

change in order to get rid of bal-
ance-of-payments deficits before
the internal restrictions are taken
off.

Budgetary Balance Should
Continue -

"It would indeed be a matter
for regret if the countries in Eu¬
rope which have taken steps to
balance their budgets and restrict
the granting of credits were to
abandon this policy of restraint
prematurely. Such a policy has,
of course, not been imposed for
its own sake, but because the ar¬
rest of internal inflation is usually
the only means of bringing about
an expansion on the. foreign ac¬
count, with a reconstitution of
monetary reserves and a sup¬
pression of arbitrary restrictions
with regard to currency payments
and the exchange regime gen¬

erally. An imprudent relaxation
of the credit restrictions before
decisive results have been ob¬
tained in the field of foreign
exchanges might jeopardize the
achievements so far realized.
"The position is in these re¬

spects different in the United
States. That country, with its high
rate of domestic sayings and its
ample gold reserves, is in a posi¬
tion to adopt immediately, and
without" incurring any real risk,
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a liberalizing policy design^ to
lessen the deflationary weight
which is beginning to make itself
felt in its economy. By c®lng that
the United States may, indeed,
contribute to greater steadiness in
the trend of business for the whole
world. But European countries,
with only a weak flow of genuine
savings and scanty monetary re¬

serves, are in a different position:
only when they can permit ordi¬
nary trade and other current
operations in their balance of pay¬
ments to be settled without ham¬
pering restrictions will they be
able to reap the full rewards of
freer commercial intercourse. It
is a point to remember that cer¬
tain measures of direct control

(and not least trade and exchange
control) tend to intensify the
trend towards nationalistic insula¬

tion, while the indirect, essentially
financial, types of control help to
strengthen the ties of free inter¬
national intercourse. In no case

must the co - operation between
European countries take the form
of a joint imposition of further
restrictions, for then the danger
of establishing enclosed areas with
an autarchic tendency would be a

very real one.
■ "It would be a mistake, how¬
ever, to underrate the difficulties
in the way of an advance towards
a more normal system of foreign
payments, with greater competi¬
tion from abroad, f Control, with
its curtailment of imports, seems
to many a necessary means of
'savings' foreign exchange— but
then it is forgotten that expendi¬
ture inhibited in one direction

mostly leads to increased expendi¬
ture in another, to the detriment
of exports. Vested interests have
also grown up which are in no

way anxious to see a dismantling
of restrictions. But, despite all
obstacles and hesitations, it will
be necessary to arrive at a situa¬
tion in which restrictions are no

longer the rule and freedom the
exception and one in which ordi¬
nary trade in merchandise, the
movements of tourists and the

regular exchange of services can
take their course without inter¬
ference dictated by monetary
considerations. Creditor countries
naturallv incur little or no risk
in admitting imports more freely
but debtor countries must also be
aware that the practice of keeping
out non-essential goods, if applied
all round, would' soon prevent
them* too, from ameliorating their
trading position.; It is, indeed, be-'
coming increasingly clear which
will be the countries with the
best chance of standing up to in¬
ternational competition: it will be
the first countries to revert to
a system of greater freedom by
adopting a policy in which each
set of measures in the fields of
credit, prices, costs and foreign
exchanges contributes in a har¬
monious way to the establishment
of a balanced position. When con¬

tradictory policies are pursued, as
has happened only too often in
recent years, it becomes almost
impossible to reestablish the
credit position without which no

genuine contribution from savings
will be forthcoming as a durable
basis for investments. In these

matters, the general public, even
though" it may be uninformed
about many technical details, has,
after all that has baopened, ac¬

quired a knack of judging whether
the steps taken are likely or not
to achieve the desired results.

. More Planning to Correct
Unbalanced Positions

"More is needed of true plan¬
ning, which consists less in fixing
'targets' than in determining pre¬

cisely what measures should be
taken in different fields over

(say) the next six or twelve
months in order to correct unbal¬
anced positions and achieve fur¬
ther progress. An essential task
will be to bring back into opera¬

tion those parts of the mechanism
of adjustment which the modern

economy has at its disposal for the

purpose of keeping a balance be¬
tween supply and demand on the
markets, between payments and
receipts in the balance of pay¬

ments, etc., and it is then espe¬
cially necessary to ensure that no
artificial creation of monetary

purchasing power, beyond what is
really earned by contributions to
production, upsets the balance at
home and in relation to other
economies. It is neither more nor

less planning that is needed but
planning of the proper kind. All
too often uncoordinated— and,
what is worse, contradictory—
measures are adopted by separate
branches of the administration

having little or no contact with
one another. This is then mistak¬

enly given the name of 'plan¬
ning,' whereas real planning
must, first of all, aim at a proper
harmony in the lines of official
action and, secondly, relate these
measures to the manifold free ac¬

tivities of the people as producers,
traders, income-earners and con¬
sumers, so that their various ef¬

forts are fitted into the general
picture under conditions condu¬
cive to all-round balance. And
this kind of planning must, fur¬
ther, be undertaken with an eye
to what is happening in other
countries and what opportunities
are offered for coordinated action
on an international scale. It may
well be that no measures would
be more likely to combat any de¬
flationary tendencies appearing in
the various economies than a

speedy abolition of quantitative
and other trade restrictions, for
that might give just the right ex¬
pansionist impetus now needed. It
is dawning upon the peoples that
there is no solution in separation;
that those who protect their mar¬
kets from foreign influences are
liable to be less capable of sustain¬
ing competition and improving
their standards of living, and
that, indeed, a truer harmony
and added • strength are to. be
found in developing appropriate
forms of international coopera¬

tion."

Report Continued Decline in Business Activity
Business Survey Committee of National Association of Purchasing
Agents, headed by Robert C. Swanton, says it is composite opinion
of members that seasonal improvement has been offset by declining

business. .\v. . v""

A composite opinion of purchasing agents who comprise the
National Association of Purchasing Agents' Business Survey Com¬
mittee, whose Chairman is Robert C. Swanton, Director of Purchases,
Winchester Repeating Arms Corporation, Division of Olin Industries,

Lnc., NewHav-^
en, Connecti¬
cut, reports
the over - all
business pic¬
ture for June,
as continuing
thedown trend

reported i n
previous
months. Pro¬
duction is off

by about the
same percent¬
age as report¬
ed in May.
Seasonal in-
creasesinsome
industries and

areas helped considerably to slow
down the pace. Back-orders were
off again, the number reporting
declines overbalancing the in¬
creases by more than 2 to 1. This
has added significance, for June
was ekpected to bring seasonal
recovery.. For rthe second month,
seasonal improvement has been
disappointingly offset by declin¬
ing business. Uneasiness over
labor negotiations, while having
a retarding influence on business
sentiment, is not looked on as a
primary cause for declining busi¬
ness. Delayed price and production
adjustments from the boom pluse
to more normal levels, are con¬

sidered to be of more importance
in the present situation.
According to the report, July is

expected to show further business

E. A. Goldenweiser

Robert C. Swanton

Inventories— Purchased inven¬
tories have dropped consistently
since last September. 63% of the
June survey reports show substan¬
tial reductions, making the third
month of declines by 60% of those
reporting. That these inventories
have come down to meet present
lower production requirements is
evidenced by the June reports on
turnover. 49% have bettered their
January rate; 27% holding the
same; 24% slightly lower. January
turnovers were reported as hold¬
ing even with the peak production
month of September. June, after
six months of production declines,
indicates that these inventories
are keeping pace with lowered
demand, short-range buying pro¬
grams, and declining price trends.
Buying Policy — Those in the

"hand-to-mouth to 30-day" com¬

mitment range rose from 62%, in
May, to 69%, in June—another
record for short-term buying pol¬
icy. Viewing the price down
trends, with several important
commodities not yet in the sli^e-
off, some buyers are running the
risk of being out of stock rather
than be caught with supplies of
high-cost materials. A close buy¬
ing policy is expected to continue
until the price level tends to sta¬
bilize and markets strengthen.

Employment—For the fifth con¬
secutive month, an average of 50%
have reported lower pay rolls, in
number of employees and hours

decline. August may continue the; worked. June is just slightly bet-
down trend. The leveling-off may, ter than May, with 4% more re-
reach the point where improve- | corded as holding even with pre-

oai.u ckmxr un ir. TToii ' vjous month's employment rate.
Building and agriculture have
taken up some of the slack. Vaca¬
tions of longer-than-usual dura¬
tion are reported. Strike threats,
though becoming more numerous,
have not assumed alarming pro¬

portions. ,

Specific Commodity Changes—
Very few ups. Many down.
Nonferrous metals again lead

the way: Copper, lead, zinc, sec¬
ondary aluminum, brick, building
materials, burlap, cable, cartons,
chemicals, castings, motors, fiber,
sugar, coal, oil, galvanized sheets,
scrap iron and steel, leather, lub¬
ricants, lumber, mercury, paint,
paper, paraffine, pipe, propane,
rosins, platinum, shellac, soap,
textiles, tires, wire.
Continuing in short supply:

Some aluminum products, asbes¬
tos fiber, some steel, some sizes of
nails. listflL\MM»

ment could show up in the Fall.
In support of this forecast, buyers
point to the accelerated inventory
reduction and the attainment of

higher inventory turnover rates.
49% report higher turnover than
in January; 27% holding even;
only 24% are lower, and very few
of these are in an embarrasing
position.

Commodity Prices— The price
slide was more general in June.
Nonferrous hnetals, lumber and
paper lead in the more pro¬

nounced declines. Others continue

a policy of small price induce¬
ments to attract orders. Steel is

becoming vulnerable. Whether

production will be cut as fast as

back-orders are disappearing is a

matter of conjecture. June shows
no indication of general price sta¬
bilization. Competition is keener
than at any time since the down¬
turn in the present business cycle.

"Monetary Management"
Work of Dr. & A. Goldenweiser recommends changes in Federal
Reserve System, comprising, among other things, a coordinating
mechanism among Government agencies. Advocates permanent
Federal Reserve power to regulate margin requirements and instal¬
ment credit. Sees no absolute need for support of Government

bond prices.

Changes in the Federal Reserve System to permit better use
of the nation's monetary policy as an instrument of stable economic
progress are recommended by Dr. E. A. Goldenweiser, one of the
country's foremost monetary authorities, in a research report issued
TllLr 1 t-i 4-V"» w- A\ . . a

Federal Reserve action, to have
other government agencies offer
credit at fixed or declining inter¬
est rates."

Bond Price Support

On the subject of bond support
he raises the question "whether
the government's responsibility
for maintaining the buying power
of the money which bondholders
receive in interest and principal is
not greater than its responsibility
for maintaining the securities at
par at all times. If the dollars
paid out to the holders of savings
bonds or other bonds at maturity
will buy only half of what5 the
money would have bought at the
time the investment was made,
the government bears a heavy
load of responsibility for having
promoted the securities as the
best protection for old age and
emergencies or the best way to
prepare for the purchase of homes
and durable goods when the war
was over ... Of the two re¬

sponsibilities, that affecting the
value of money seems to the au¬
thor far greater."
"It is a mistake,"-he contends,

"to assume that a decline in gov¬

ernment security prices below par
would be an economic misfortune
or' would be the cause of dis¬
turbances that would lead to one.

The Federal Reserve should feel
free to pursue the policy that in
its judgment would contribute
most to overall economic sta¬
bility." '
Dr. Goldenweiser suggests that

"methods could be devised by
which the support of the bond
market, which is a fiscal rather
than a monetary policy, could be
handled by the Treasury and by
the use of Treasury funds. This
would release the energies and
ingenuity of the Federal Reserve,
which is the,monetary authority,
for undivided concentration on

problems of monetary manage¬
ment."

Dr. Goldenweiser proposes
measures to finance future Treas¬
ury deficits "with a minimum of
interference with economic sta¬
bility."
As to peacetime deficits arising

from "government outlays in alle¬
viating economic distress and
combating a depression, it is gen¬
erally agreed that the deficit
should be met by new money,
that is, by the sale of government
obligations to banks. To avoid
the difficulties that arise from the
issuance of a large volume of
marketable long-term bonds, the
securities issued should consist of
non-marketable bonds to tap idle
savings and short-term paper of
the kind that appeals to banks."
Defense-emergency deficits, on

the other hand, should be financed
by "high taxation, large' savings
—compulsory if need be—and, if
these sources are insufficient, the
creation of non-reserve money.
The painful impact of such a pro¬
gram on the people is one cost of
war . . . the monetary reason
for the maintenance of peace."

July 16 by the
Committee for

Economic
Development.
Dr. Golden-

weiser's book,
"Monetary
Management,"
is a brief and
readable

review of the

development
of American

monetary pol¬
icy in the 35
years since
the Fe d e r a 1
Reserve Sys¬
tem was es¬

tablished. Like previous reports
prepared by independent scholars
as part of CED's program of re¬
search into the nation's basic
economic problems, it presents the
author's own views and not neces¬

sarily those of CED.
In his book Dr. Goldenweiser,

a member of the Institute for
Advanced Study at Priceton, N. J.,
since 1946, is concerned less with
monetary theory than with cen¬
tral banking operation and the
choices open to monetary author¬
ities under particular conditions.
Dr. Goldenweiser's analysis and

suggestions are particularly timely
in view of legislation pending in
Congress to establish a national
monetary commission. A resolu¬
tion authorizing the first compre¬
hensive study of the nation's
banking and monetary system
since 1908 has passed the Senate
and awaits House action.

Among his suggestions to make
monetary policy more equitable
flexible and effective:

Establish a "coordinating agency
or mechanism . . . through
which common credit policies
could be developed" among gov¬
ernment agencies.
Make "all institutions that hold

deposits comply with the reserve
requirements imposed on member
banks" of the Federal Reserve.
"Rationalize the classification of

banks as to the character of the
business they do rather than as to
their geographical location."
Give the Federal Reserve Board

permanent power to regulate mar¬
gin requirements and instalment
credit.
Relieve the Board of any neces¬

sity for supporting government
bonds at par, because "so long as
this commitment remains in effect
the initiative in loosening or

tightening credit conditions is not
in the hands of the Federal Re¬
serve, but in the hands of member
banks, or the market."
Develon "a rounded-out plan

that would immunize some of the
public debt, particularly long-
term debt."
Dr. Goldenweiser points out

that with public debt larger than
orivate debt for the first time in
United States history—and thus
"the most important single item
in the financial and banking pic¬
ture today"— Federal Reserve
powers to regulate the volume,
availability and cost of money
gain unprecedented importance
for economic stability.
Urging coordination of Federal

credit policies, Dr. Goldenweiser
observes that "it is not useful,
when the Federal Reserve au¬
thorities are trying to contract
credit, to have other agencies,
dominated bv their special prob¬
lems. promoting the expansion of
credit; or at a time when interest
rates are rising in response to

Lucius Wilmerding Dead
Lucius Wilmerding, special

partner in Harris, Upham & Co.,
New York City, died at his Sum¬
mer home at the age of 69. He
had been a partner in the former
brokerage firm of Gray & Wil¬
merding.
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Securities Salesman'sCorner
By JOHN BUTTON

Summer Saturdays Are Selling Days
- The five-day week in the summer months has now become so

well established throughout the country that practically every line
of business is observing it. Reports that have come in to this writer
concerning excellent results obtained by salesmen who have been
working on their summer Saturdays indicate that this is probably
one of the best times in the whole week to find their prospects avail¬
able and receptive. We heard of one case last week where a sales¬
man opened a $25,000 account on first call.

Those salesmen who have been working in the larger cities,
where their prospects are confined to busy desks all week, may find
that if they made several appointments to see them at their homes
on a Saturday that they would have time to talk. One of the main
problems which any salesman has to overcome when talking to busy
business and professional men in their offices is how to gain and
hold attention despite the interruptions of phone calls, and other di¬
versions. When a man is relaxed away from his office you can let
down too. You can take it easy. You can lower your pressure; and
as soon as you do this your chances of persuading your prospect to
sign on the dotted line go up immeasurably. Tension is the enemy
of every golfer, fighter, actor or salesman—and when your prospect
is fidgeting and in a rush to get rid of you as politely as possible
your own tension mounts. Get him at his home on a lazy weekend,
and see how much easier your story rolls. .; . '

Many years ago during the depression of the thirties I kneyy of a
fellow who was doing quite well selling securities in the evenings.
He slept all morning, took it easy in the afternoon, saw every movie
in town and made money while many of his contemporaries were

working their heads off for a bare living. He only followed leads
obtained from newspaper advertising. He had an attractive person¬

ality and he made about two calls an evening. He went into the
homes of his prospects. He kept at it. Soon he had quite a clientele.
Today he is a partner in one of the leading firms in N6w York. His
old clients are still the nucleus of his business. He once told me

that he would rather make two calls a day on qualified prospects in
their homes where he had a chance to gain their undivided attention
than to make ten calls in offices or stores where he only obtained
10 to 25% attention. . '. '<•: ' ■ -

Saturday should be a good business day. People are in a re¬
laxed mood. They have nothing to think about except killing time
until next Monday morning. They are receptive to ideas because
their minds are rested. When you are doing creative selling (which
is what this business demands of you) you have to put your audience
in a comfortable chair. Stop to think about it a minute. Why do the
theatres have comfortable seats, air-conditioning, soft lighting, and
music to set the stage for the actors before the play begins? - Before
you can sell you have to put your prospect in a similar position. You
know that it is practically impossible to obtain a yes from a man
while he is standing up—this is psychologically sound and years of
experience have proven the point. That is why luncheons are help¬
ful in ironing out differences and creating an atmosphere of friend¬
liness. • , ; J

The golden hours may be the time that we have never used to
advantage in the securities business—namely from 7:30 to 10:30 p.m.
and from 10:30 a.m. to 5 p. m. on Saturday. It is the man who is will¬

ing to try the unusual who will always forge ahead in every business.
There may be an idea that is worth its weight in gold in this sugges¬

tion. I would like to know if others have tried it "ancThow it works

out. Then we could pass the results along to other readers of this
column.

Tax Institute to Study Taxes and Investment
Will commence with effect of penalty on undistributed profits.
The Tax institute expects to undertake a factual, manysided ap¬

proach to the problem of taxation and productive investment, J. K.
Lasser, President Of the Institute, announced. As a result the Insti¬
tute hopes to get answers to the following questions: Is the tax system
impeding productive investment? — —

if so, how? What can be done business investment, expansion
about it?' Specifically/ how do and market Opportunities under

We Need SenatorByrd! v

* *

present tax policies relating to the
following affect business expan¬
sion and the development of new
business enterprises: undistributed
profits, corporate dividends, cap¬
ital gains, depreciation, and re¬
search and development costs.
Up to the present,; attitudes on

these questions have been based
more on opinions than on facts.
Basic factual material, either to
prove or to disprove current state¬
ments on these problems, is
needed. The Tax Institute Board
of Directors expect to obtain basic
information through the panel de¬
vice, by means of which informed
participants representing business,
labor, government, and the pro¬
fessions of law, accounting and
economics, freely discuss their
points of view and pool their in¬
formation. These panels will be
Supplemented by research activ¬
ities..
The Tax Institute Board believe

thait this project is of particular
timeliness. The country is now in
the throes of postwar economic re¬

adjustment. The President has
recommended that "Congress pro¬

vide for a broad study of potential

conditions of maximum use of our

productive resources in a growing
economy." It appears that the
program planned by the Institute
ties in directly with such a study.
This program of activities is be¬

ing initiated by a panel and sup¬
plementary research on, the taxa¬
tion of undistributed profits now
being planned by a committee
headed by' Professor Alfred G.
Buehler. Professor' Kossuth M.
Williamson of Wesleyan Univer¬
sity has been engaged as econ¬
omist for the project. Other mem¬
bers of the committee are: Fred¬
erick L. Bird, Alvin A. Burger,
Philip Cortney, Robert S. Ford,
Joseph D. Hughes, J. K. Lasser,
Kenneth Perry, Weston Vernon,
and Mabel L. Walker. Plans for
other panels will be announced

shortly. ' '

Colonial Associates, Inc.
BOSTON, MASS.—Colonial As¬

sociates, Inc., has been- formed
with offices at 49 Federal Street.
Officers /are Victor Troendle,
Alice L. Crowley, and James V.
Doolin. . ,

"I say that the fiscal program announced *
by the President is the certain road to ruin. Unless
the Congress and the people can defeat the pro¬
gram, we will go over the precipice of financial

disaster. The plain and simple
truth is that if we, at a time of
high prosperity, deliberately
embark on a program of deficit
spending, it is doubtful * * *
that the budget of the United
States Government will ever be
balanced until our fiscal system
is destroyed and we undergo the
terrific hardships of the re-

establishment of a solvent cur¬

rency." — Senator Harry F.
Byrd. \ //,■;. V '' : :

More strength to the Sena-
. tor's good right arm! It would

be tragic indeed if the people of Virginia permitted
themselves to be led by the Administration and the
labor unions to retire such a stalwart this summer.
One can only hope that the voters of that State
will view with disapproval this intermeddling by
Washington and its cohorts, and rebuke it with a
vigor matching the fervor of the anti-Byrd cam¬
paign now being waged there* /V / - ^ v

Harry F. Byrd

The Muddled European Situation
(Continued from first page)

mud-slinging and name calling, ports by overvaluation of
As a matter of fact, the confer¬
ence took place in an atmosphere
that at times was almost jovial.
Thirdly, there was a negative

agreement that is not being pub¬
licized. It is the implicit under¬
standing that Germany will be
kept down by both sides. -

We have been deluding our¬
selves with the silly notion that
our counter-blockade has won the
"cold war" at least in and around
Berlin. Already, Russian inter¬
ferences with the traffic of the
German capital ought to have dis¬
pelled the wishful idea that the
Russians had asked for the con¬

ference because they were "de¬
feated". It should be clear by
this time what had moved the
Russians. It was their fear of our
reconstruction of Western Ger¬
many rather than the counter-
blockade which kept Berlin bare¬
ly alive, and which hurt Western
Germany scarcely less than it
damaged the Eastern zone.

What the conference did bring
about was an. understanding be¬
tween Vishinsky and Bevin, an
understanding readable between
the lines of their speeches and
announcements. Both sides pro¬
posed to restore Germany, and
each side refused unreservedly
the proposition of the other, upon
which both sides left fully satis¬
fied with the results, as they miss
no opportunity in declaring.
It is basic for the understand¬

ing of the European situation to
realize the' community of inter¬
ests between Russia and Britain.
For Russia, it is primarily a polit¬
ico-military question; for Britain,
it is economic as well as political
—not to permit Germany to be
restored to a position of "power".
Whether Mr. Acheson knows what
is going on and is a partner to it,
or whether he is being used as a
marionette in the balance-of-
power game, the fact is that we,
too, are giving full support to the
Bevin-Vishinsky game. Germany
shall not become a power again,
so far as these gentlemen can

help it, and she shall not become
too dangerous a: competitor of
Britain.

.

f '

II

Maintaining the- East - West
"cold war"; restricting the flow
of goods between them; throwing
more and more refugees from the
Eastern onto the weak economy
of the Western zone; limiting its
vital steel output to 11,100,000
tons per annum; stymying its ex-

the
mark; superimposing a hostile
foreign trade policy—do the trick.
On top of it all, Trizonia is being
bled financially by being forced
to support the Russian occupied
areas. • • ' V:

Actually, the Western zones are

in a crisis. The long delayed sta¬
bilization of the mark thirteen
months ago brought with it a sub¬
stantial measure of German re¬

covery. But the monetary stabili¬
zation now has spent its salutary
force. The Germans need foreign
exchange to buy essentials, in ad¬
dition to the billion dollar Amer¬
ican charity, and they need the
financial wherewithal to attack
the long delayed and festering re¬
construction problems of their

homes,, railroads, factories and
mines. But their exports are ham¬
pered at every step, their produc¬
tion is being hamstrung by anti-
capitalistic methods of taxation
and regimentation (no patent
rights permitted!), and their re¬
construction/is: curbed /by the'
practical prohibition of private in¬
vestments from abroad — in a

country which has no domestic
savings to meet a fraction of its
capital demand.; . , :

V; v in
It may not be a 200-year peace

as Mr. Bevin bragged, but he cer¬

tainly has every reason to be sat¬
isfied with the Paris Conference
from which he emerged as "vic¬
tor", Europe's best informed
newspaper, , the "Neue Zurcher
Zeitung," brought out the story
which has been passed over 'in
silence by the Anglo-American
press, but which was confirmed in
private by more than one insider
in both London and Paris. ;
There was fundamental agree¬

ment between Bevin and Vishin¬

sky, which explains the amiable
tone of the conference contrary
to previous experience, and in
contrast to the apparently un¬
bridgeable gap between East and
West. Both Britain and/Russia
need peace at present, but Rus¬
sia can afford it only if Germany
is not restored "to power". That
has been assured,- in effect, in
Paris. Britain, in turn, in spite of
American support, could not carry
major war preparations, her mon¬
etary and tax reserves being com¬

pletely exhausted. What is more,
she has good reasons of an eco¬

nomic nature > to keep Germany
down so as to eliminate one more

threat to ter badly shaken com¬
mercial pSition.

IV

It is badly shaken, indeed. In
the first quarter of this year, the
over-all British balance of trade
was almost in equilibrium. But ;
this was accomplished by exports
to India and similar countries. 1
which did not pay for them. More ,:
precisely, they paid out of the •
war-time claims on England. The
British Treasury financed this ~

sort of exports by using the so- -

called "counterpart funds," in •*
pound sterling, of the E.C.A, •

funds which are supposed to be *
frozen in the Bank of England.
The trade deficit against dollar '

countries did not diminish appre¬
ciably. It is rising since the spring,
since the buyers' market has
brought about competitive condi-
tions under which British prices, :
anywhere from 10 to 40% above ;

the American level, are entirely -

out of line. In April, as an exam-

pie, the dollar deficit of the Brit- -

ish trade balance was $100 million
higher than in the same month of
1948. Given the capital flight from »*
England,> plus the rising trade V
deficit, she lost in the first year >.
of the glorious Marshall Plan $600; ;
million of her precious gold and V
dollar reserve.'/.;V.':/ - ^ >; r■
As the British trade balance de-

teriorates,, rumors of; pound de-;& >

valuation crop up. (If once youvl/
tinker with your currency, you are f-
expected to do so again and again!) y>.
The rumors lead to further trade /,

deterioration: People do not buy
from Britain, looking forward to /
lower prices in view of the forth-zV
coming monetary- move.- , It is a ;
vicious circle: the worse England's -.
and the sterling area's commercial
position—due also to the decline ' ';
of cocoa, tin, and natural rubber I
prices — the more, devaluation t v,

rumors spread, which in turn *
make the export position / still
worse, and so on. . //'M

5But there will be no devalua- »V ;

tion—for the time being. Stafford
Cripps is certainly right in taking > -

the position that that would not
help. The American pressure on /'»• ,

Britain goes to show how little J;
Washington understands the un-

derlying problem. The devalua- - J
tion of 1931 improved Britain's
commercial position because it \
came at a time of widespread un- *< /
employment and therefore did not
generate rising wages. At that V'
time, English workers were glad %
to get jobs and had no bargaining *,
power to ask for higher pay. It is/ /.•
a different story now. They are
asking for higher wages even be- [l
fore devaluation and will ask for
still higher rates after. Lowering
the dollar price of the ' pound ' /
might cause a short flurry of Brit- >,
ish exports, but the basic position /v
would not be altered. /

Moreover, the British are hold- >f,
ing" out for, something. Devalua- v/
tion makes sense only if it is com-
bined with a restoration of mone- , : a,

tary 1 freedom, offree > capital ;.-Ur
movements. That presupposes a >
substantial gold reserve on which •
to draw if the capital-flow turns ;

against t the,; country. / In other V. {
words, it takes another $2 billion
or so in gold, on which the British :

are banking. The theory is that ;

Uncle Sam does not need all that *.

gold and might as well divide up • *
his reserve among the countries r

suffering from gold shortage, //;
'.J Briefly, the idea is. that we
should take .over the European /
currencies. If the Marshall Plan
helped Europe for a year, a gold ■

redistribution would help her for * '■
another year or two. What would ' ■

happen to the dollar is another k

question. V'/' r

. "v : - . / v' - >
Another "solution" we are in- :

sisting upon is to make Europe •
self-reliant by fostering intra- V
European trade. But about 50% V
of Europe's imports came, even : ■

in normal times, from what is ^

today the dollar area, and that
trade was deficient at all times.
No progress in intra-European
exchange could substitute for that,
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even if the East-West relations
could be-restored, which is out of
the question. • Fostering intra-Eu-
ropean trade does - not help any
more to solve the -basic problem
than devaluation would. - -

The basic problem arises from
the fact txiat by and large, Europe
produces at . much too high a cost
in spite of all the machinery and
equipment we put in. The cost of
producing European goods is far
above the American level because
of high consumption standards,
especially so in England and in
Scandinavia, over and above what
labor productivity justifies,

. One major, if not the decisive,
element in European production
costs is the price of social security
that is added to every product in
a cumulative fashion. The metal¬

lurgical industry in the Paris re¬

gion, as an example, carries a 44%
payroll tax, in addition to the 6%
which labor pays itself. The na¬
tionalized French railways are
burdened with 82% of the wage
bill for all sorts 6f so-called social

expenses. These may be extreme
cases, but nowhere in Western
Europe except in Finland, Ger¬
many and Switzerland, is the cost
of social security less than 25%
of the wage bill.

As its predecessors, the Mar¬
shall Plan was a stillborn project
form the outset because it used
dollars to offset symptoms instead
of trying to diagnose and to cure
fundamental troubles. It does not
do anything to help Europe out
of its general crisis. All that is
accomplished is to shift the crisis
from one foot to another, so to
speak: from the Franco-Italian
foot last fall to the Anglo-Dutch-
Scandinavian foot this summer.

* Actually, the intra-European
.commerceal warfare is sharper to¬
day than a year ago. On top of
the East-West iron curtain, the
Continent is faced now by a
North-South monetary curtain of
intense financial hostility, with
•Britain leading the Northern, re¬
striction-minded group, and Bel¬
gium in front: of the Southern
group that is willing to liberalize
its domestic ' and - international
trade .policies.vi 'i: : » ::

I * Plunged into bankruptcy by her
own restrictive policies, Britain's
answer is to apply more restric¬
tions, and to tie- together a sup¬
posedly - self-sufficient sterling
area, including'Holland and Scan¬
dinavia as well as the Indies,? the
-Antipodes, and the colonies. The
•economic objectives and methods
•—severe / foreign -exchange con¬
trols, quantitative import and ex¬
port - regulations,Vbilateralar¬
rangements -within,, and idiscrim-
inations.without—areexactly the
iarae" as those: practised: in the
;1930's by : Dri Schacht.:. But of
course when. fhe Nazisjdid.it, it
•was:sheer.3wickedness;L it ,is?ec0r
•nomic necessity, .sorcalled, when
-the-Bxitish xlo'the samet ln either
case,' worldtrade is being dis¬
rupted end- the smaller -countries
are being ruthlessly, exploited by
.the bigger, 'T :;'

NYSE Reporls Profit in
2nd Quarter of Year

f-f- The New York Stock Exchange
reports for the second quarter of
1949 a net profit, after deprecia¬
tion, of $18,439.52, compared with
a net loss Of $106,360.42 in the first
three months of the year. The

change from a loss to a profit
situation is due entirely to in¬
crease in the listing fees received.
These fees, in the second quarter
amounted to $499,493 compared
with but $227,288 the previous
quarter. As»a result of the better

showing this year, the net loss
from operations of the Exchange
in the first half of 1949 was re¬

duced from $204,478.43 reported in
the first half of 1948 to $87,920.90.

;v-'

Big Business Rather Than Big Government
(Continued from page 15)

was of vital importance, in the
public interest, for oil companies
to integrate their facilities into a

smooth, economical and efficient
over-all organization. Integration
is the one essential factor tnat has
made it possible for the oil indus¬
try to meet every demand of the
American people both in peace
and war. Its continuation and ex¬

pansion within the framework of
Jur statutory requirements should
be encouraged as a measure of
greater public service and in the
protection of our national secur¬
ity. Those who condemn inte¬
grated business activities and use
the powers of government for
their dissolution, render a very
great disservice to the American
people. It was such integrated
industrial operations that have
saved this country in time of war
and served it well in time of
peace. Great organizations of
capital, manpower and technical
skill produced the instruments of
war in. incredible amounts and
with equally incredible speed. So
far as petroleum is concerned, it is
the proud boast of our industry
that not once during the great
world war recently ended, was a
single American plane, tank,
warship or other facility of war
immobilized because of a lack of

petroleum. The industry did that
job, just as it is meeting the chal¬
lenge of greater peacetime de¬
mands because all of its many

separate phases were organized
into a harmonious operation.

Place for Small Operator

Let us make it crystal clear that
there is always a place in the oil
mdustry and throughout Amer¬
ican business for the small oper¬
ator. He is just as vital to the
maintenance and expansion of our
high level of productivity and dis¬
tribution as are the large inte¬
grated structures. It is the func¬
tion of government to protect him
from unfair and destructive com¬

petition. It is NOT a govern¬
mental function to destroy big or¬
ganizations of business just be¬
cause they are big and integrated
Such organizations are entitled to
the same protection and encour¬

agement, in their fair and legiti¬
mate operation, as the small oper¬
ator.

; -is.-* iii;.
,ln the-oil business, we know

that it has been the so-called "one-
gallus" operator who has been the
backbone of the . industry's devel¬
opment. There are thousands of
these individuals,; partnerships
and small corporations in the
business today, largely in. the pro¬
duction and distribution depart¬
ments. ; They provide a necessary
sunnlemOnt to the work of the
integrated^ companies which, in
turn, supplement the .'endeavors
of the independents. One could
not survivewithbiit •' the other.
Each is dependent upon the other
It is the matter of record that

approximately. 75% of our petror
leum reserves Have been discov¬
ered by individuals and small in-
depehdent companies. Distribution
of petrolepm products is almost
entirely in- the hinds of individ¬
uals and independent companies.

• False and Insidious Propaganda

The false and insidious propa¬
ganda of the advocates of the
socialized state has sought to con¬
vince the public that the oil
business is a '■ monopoly, with
ownership of all its facilities
vested in a handful of major inte¬
grated companies. This propa¬

ganda has been put out over the
radio, throqgh the press, in
speeches by political demagogues,
and in at least one book recently
written by an eminent professor
of a leading university.
The facts are that there are

more than 34,000 companies in the
oil business in the United States
or an average of one company for

every 4,000 persons in this coun¬

try. Of these, 13,475 ire engaged
in production, 400 are in the refin¬
ing business, 650 are engaged in
the transportation of petroleum
and its products, and 20,000 deal
with marketing and distribution,
There are almost 250,000 service
stations in the United States, and
19 out of 20 of them are inde-

pently owned or leased. There
are also ten of thousands of other
retail outlets for oil and oil prod¬
ucts.

This gigantic combined effort
of these thousands of individuals
and small business operations, and
the few large integrated struc¬
tures, is one of the finest examples
of free competitive enterprise. As
a result of this competition, bet¬
ter petroleum products in ade¬
quate quantities are made avail¬
able to, the consuming public at
reasonable prices. Those are the
facts and they furnish an anni¬
hilating answer to those who.
with sinister purpose, have propa¬
gated the idea that the oil indus¬
try is an enormous monopoly.

Role of the Pipe Line

One of the vital^ links in our

oil economy that assures both
large and small producers of an
outlet to processing and distribu-
tibnal facilities is the pipe line.
It is the most efficient and eco¬

nomical method of transporting
oil, both over long and short dis¬
tances. It furnishes the connection
between the producer and the re¬

finer, either close at hand, or, as
in the case of the Basin and Ozark

Pipe Lines, one thousand miles
away. As new sources of oil sup¬
ply have been discovered, pipe
lines have been rapidly extended
to bring a market to the produc¬
er's well which, in turn, has en¬
couraged exploration and devel¬
opment. The availability of this
form; of transportation has main¬
tained a ready market for the
producer's oil.
The petroleum industry has

built a transportation system cost¬
ing two and three-quarter billion
dollars, to deliver its products to
consumers. The most essential
part of that system is the pipe
line, more than 150,000 miles of
which have been built. This rep¬
resents a distance greater than
seven times the circumference of
the earth. This labyrinth of pipe
lines is constantly being expanded
to meet the growing demands. of
the American public, as is shown
by the fact*'that 15,000 miles of
petroleum pipe lines were com¬
pleted and put into service last
year. ■ V;yv":y'y.V.i ~ ■ :•
- Modern pipe lines furnish both
the seller and the buyer of oil
with the speediest and cheapest
transportation over* loiig .land dis¬
tances. The principal benefici¬
aries of vtheir operation are :the
producerJwho is assured a ready
market for;his-oil, and the, public
which is given the advantage of
cheap transportation. In this in¬
stance, Oil ffom the'plains df New
Mexico^ and rWest ^exaSjWill be
'delivered' to the- marketing 'Cen¬

ters of the Middle West at, a nom¬
inal cost. ?;r 'J "V':~ 'r,': ':S'!
I know that the- public shares

the appreciation which we ex¬
press to The Texas Pipe Line
Company, The Shell Pipe Line
Company, the Sinclair Refining
Company and the Empire Pipe
Line Company;, for their foresight
and adventure in constructing
these two great systems compris¬
ing in diameter, distance and ca¬
pacity, the largest crude oil pipe
lJne ever built by orivate capital
in America, and affording assur¬
ance of the further efficient utili¬
sation of a vital natural resource.
We salute the management of
these companies—these "giants,"
of you will—for baying forged
this new chain which provides

greater strength to the economy

6t our empire end the protectior.
bf our* national security.
The value of pipe lines in the

hour of emergency was demon¬
strated in World War II when
with our tankers being destroyec
faster than we could build them,
the Big and Little Inch lines kep
crude oil and products moving
froni«the Southwest to the East
Coast. During the period of oper¬
ation of this war emergency pipe
line system, 275,000,000 barr^te o:
southwest crude were delivers
East Coast refineries, andj!fHL,
000,000 barrels of refined|#>ils
including 36,000,000 barrels* o:
high octane gasoline, were trans¬
ported to the East for ocean ship¬
ment to the fighting fronts. As¬
suming that all of the oil handler
by the Big and Little Inch linei
could have been handled by rail
Which could not have been done
the saving to the government to¬
taled $335,784,000y after deducting
the full construction and operat¬
ing costs of both systems.
Whenever and wherever there

has been a real job to be done
either in peace or war, the of
industry has come forth with the
men who had the "know-how" t'
do that job. The reason those
men have been available is due te
the fact that our industry ha-
been permitted to work in a po¬
litical climate that • encouragec
initiative and rewarded success
It has established such an un¬

paralleled record through the
joint efforts of its large 'integrated
companies and the thousands o
individual, partnership and smal
corporate enterprises, working to¬
gether in a common cause for the
public good. .

Here today, as we dedicate thi
pipe line system to the publir
good, let us highly resolve thaJ
the freedom of action and. inde¬
pendence of men which brongh*
this great project to completer
shall continue to l.iv» in Amer*"'
and' be v kept 'v inviolate for the
masses of the people and for the
further ad van cem ent of our
country. Let this achievement of
free enterprise stand as a devas¬
tating answer to the demagogues
and those who seek to undermine
our ideals of progress. ,. : < 7
America has little to fear from

its business giants, who havf
served < thecountry so well, m
compared' to; the very real an*?
imminent peril that it daces from
the; giant of government. Ir
bringing this danger to you, perf
mit me to quote from ,an address
delivered in the United' State'
Senate by a far-seeing; American
The distinguished^ speaker said
and now I am quoting: . • ,:••

:: "I do not dread these corpora¬
tions as instruments of power tc
destrpy this 'country,:r becausf
ther£ V'hfe - a thousand ragM'cW
which can regulate, restrain ane
control them, but ytberp isacor-
poratipn we mayaU; dread, tha*1
corporation, is *tbe Federal; Gov¬
ernment. From the aggression o'
ibis/ corporation there^
safety,; if.itc- is. allowed -tor :gci *be<
ytmd'the, bounds; the'well-definec
lijnlts of its power. I* dread noth¬
ing so much, as the; exercise of,
ungranted 'and doubtful ^powers
by this government. It: is, in my
ooinion, the danger of dangers to
the future of this cpuntry."
That -speech was delivered T

years ago, on March 27, 1878 by
Senator Benjamin HilL We won¬
der what Senator Hill would
think, if he were alive today, and
saw a government that already
owns one-fourth of all the land
in continental United States; i
government that is the largest em¬
ployer in the world with more
than 2.000,000 civilian employees
receiving salaries totaling $6 bil¬
lion a year; a government that
provides benefits, subsidies and
handrouts to millions of others
in such abundance that one out

j of every six adult Americans re¬
ceives some form cf government

payment regularly from Wash-*
ington. . ...:

That same government pro->
poses now—in administration billa
that are before the Congress—
that it be given power to fix.
prices, regulate production, go
into any kind of business, select
your doctors and dentists and take
a long step in the direction of
control over our free educational
institutions. This reactionary
philosophy is based upon the
assumption that the American
people are too stupid to manage
their own affairs; that they are,
as one powerful governmental"

ader expressed it, "too damn,
dumb to understand."

The oil industry completely and
utterly rejects the philosophy that
the American people^—the best
educated people on earth—are in¬
competent to handle their own
affairs and carve out their own

destinies under the will and conr ,

science given to them by the
Almighty. They have done a
pretty good job so far and they
are willing to match their record
against that of any government-
controlled economy in the world.
; The time has come for every
red-blooded American to stand

up and fight for his independence.
The time has come to give full
answer to the Communists and
the demagogues who picture the;
American business system; as one
6f Shylocks without conscience or
sense of public responsibility. We~
can make up our minds that if
we do not, fight to maintain our
national integrity, we will see our
country go the way of all nations
which have embraced the Social¬
istic state in any form,

- If we.do not have the courage
of our convictions, if we do not
have faith in our system, then we
do not deserve to remain free.
But we do have that courage. We
do have that faith. We are going*"
to fight. With Divine help, we
shall meet the crisis facing lis¬

teday and solve it. Let us resolve-*
together t h a t our Republic*,
founded in faith, conscience, com¬
passion and law, shall Continue, Iil
freedom, in dignity and in peace.

Firm Name Changed fa
The Dunne Company
; WICHITA, KANS.—Announce¬
ment is made of the change
igorporate name of the Dunne-
Israel Company to* the Dunne
Company. Offices of the. firm are
in the Schweiter Building. ■

Francis du Pont to AdmUt
, - Morris Goldstein will be ad-i-
mitted to partnership in Francie
h du Pont & Co., 1 Wall Street^.
New York City, members of the
New York Stock Exchange^ -em

August 1. On July 31 Thomas WC
Phelps, general partner, will be¬
come a limited partner; he alsowill*
remain a limited partner as trus¬
tee :under Deed of Trust dateil
May,22,r l^45, ,v.,;
.;j * n'

riioinas Myers Opens;
WICHITA. KANS.—Thbmas Wi

M^er^is enga^ipg ih the"securities:
business from offices in the Cen¬
tral Building, under the firm name
of Tom W, Myers Investment Col
Mr. Myers in the past was witht
Harris, Upham & Co.

—■■OB*— .

J. W. Pattee in

Investment Business
FT. SMITH, ARK.—J, W. Pattee

Co., 17 North Seventh Street, is
engaging in a securities business^

Ph'llipse Greene Dead
Phillipse E. N. Greene, former

member of the New York Stoeht
Exchange, died at his Summer
home at the^ age of 60. He ha<t
formerly been a partner in JaC-
quelin & de Coppet.

<K..
k

$ O
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Tinman Says a ;ifish Interests' Hope for aDepression
(Continued from first page) i dropped 13% from the high point

we are going, and what our na- °f last November,
tional aims and objectives should In the economic message in
be. The elected representatives of January, I said that we should
the people, and particularly their strive for a 3 to 4% increase in
President, have a duty to report total output this year if we were
from time to time on these basic to maintain maximum production
questions. and employment. Instead, we have
On Monday I sent the mid-year fallen somewhat below last year's

economic report to the Congress, level.
Tonight I want to tell you some- These are the facts. I am not
thing about what was in that re- coloring them one way or the
port, and also about the Federal othEf.
budget, concerning which there/ some people are saying, and
has recently been much discus- saying very loudly, that these
sion. I facts mean that we are in a de-
The history of the United States pression. Many of these people,

is a story of constant economic for political reasons, would like
growth and expansion. When I to have a depression. Others are
was a young man, the population saying that there is nothing to
of the United States was between worry about. And that an increase
90 and 100 million. Today it is in the number looking for work
nearly 150 million. Forty years is a good thing. This attitude ig-
ago, the national income—the total nores the human suffering caused
of all the income received by all by unemployment,
the people in the United States Both groups are wrong. We are
—was in the neighborhood of not in a depression. But an in-
$30 billion. Today, the national crease in the number of people
income is well over $200 billion. 0ut of work is something to worry
It has increased more than 10 about, and is something that must
times as fast as the population. | be cured.
These figures are a measure of If we were in a depression, I

our rising standard of living—our would be the first person to tell
increasing freedom from toil and you, and I would call upon all the
poverty. They are the result of resources of the nation to stop it.
constant expansion in agriculture » > What we face today is not a
and industry.

Must Expand Production

In fact, unless we do expand
our production steadily, we run nomic change which is the result
into economic difficulties. We of the inflation spiral that we
must expand if we are to stay were in until a few months ago.

depression, and if we follow the
right course, it will not become a

depression.
We are going through an eco-

prosperous.

A little more than 10 years ago,

I warned repeatedly against the
dangers of this inflation, and I

President Roosevelt called for a asked the Congress time and
national income of $100 billion a again to take steps to curb the
year. This was a surprising figure excessive rise in prices. I did this
when he mentioned it, but we because I knew that if prices went
have far surpassed it in the space too high, they would topple over
of 10 years. Our national income an(* bring about a decline in pro-
last year was $225 billion. duction and employment.
If we could make such progress . d ^

in the past we can go on making! tions^were^ not accepted. Prices
if in ih* f,,f„ro RCfn,a iong> 0Ur continued to climb. As the most

rcsch sl -

I industry were satisfied, these high
„ , , , . . , , | prices cut down the sale of goods.But if we want to reach that fAs a result, production declined.

goal, we all have some hard work prices are now finding more rea-

5 shall have to SOnable levels—*•a fact which

it in the future. Before long, our Tme "?0S.L
national income should r^arh a ur£»ent needs of the people and of
total of $300 billion.

make wise decisions about our

national policies. And we shall
have to be sure that the: selfish
interests do not drive us into the

ditch, as they have done before.
At the present time, there is a

drop in employment and in pro¬
duction in certain lines. I have
been concerned about this and I
have studied the facts carefully. I
want to tell you what these facts
are.

, i As to employment, we now have
more than 59 Vz million people
working in civilian jobs. This is
a tremendous number, but last
year at this time we had a little
over 61 million employed. Fur¬
thermore, there are more people
looking for jobs this year, because
about a million young people and
veterans have become available
for employment for the first time.
Consequently, although the num¬

ber of people with' jobs is very

high, the number of people with¬
out jobs is substantially larger
than it was a year ago. Last year
at this time, the number of people
out of work was as low as we can

expect it to be in peacetime. It
was a little over two million. Now,
the number out of work is almost
four million.

'I ■ While much of this unemploy¬
ment is temporary and is part of
the normal process of changing
jobs, there are substantial num¬

bers of people who have been out
of work for some time, and are
now suffering hardship.

Some Production Off

As to production, the output of
all goods and services declined
slightly during the first half of
this year. In some types of busi¬
ness, there has been ho decline
at all. In others there have been

slight increases. In manufactur¬
ing, however, output in June had

should stimulate sales and pro¬
duction again.

Economic Reforms Protect
Economy

In this period of Change, our
national economy is protected by
important economic reforms which
the government has adopted over
the last 16 years. Unemployment
insurance and social security are
helping people who are out of
work, and are helping to maintain
consumer purchasing power. The
farm price-support program is
keeping agriculture on a fairly
even keel. The insurance of bank

deposits protects us against bank
runs. Our controls over the marr

keting and exchange of securities
prevent wild speculative sprees
and stock market crashes.
Because of these and other gov¬

ernment policies,. we.;have suf¬
fered far less in this period of
| declining prices than - we ever
have in a similar period before.
These government measures, all
of which were bitterly opposed by
selfish interests when they were
passed, have proved their value in
protecting the economy.' '
Furthermore, all groups in the

nation have gained a better un¬

derstanding of economic problems
since the 1920s, and this under¬
standing, on the part of business¬
men, consumers, and labor, has
helped to cushion the process of
price change.
Now all of us—business, labor,

agriculture, and government—
must take positive action together
to restore the upward trend. The
decisions we make in the next few
months can prolong the present
decline, or they can turn it into an

upswing.
Our goal is maximum employ¬

ment and production. The only
way to reach this goal is to in¬

crease our economic activity. The
needs of our people are constantly
growing. Our skills are increas¬
ing. Every year brings forth new
inventions and techniques, new

opportunities for improvement
and development.

The tools are at hand for con¬

tinued economic expansion. All
we need is the courage to use
them.
Businessmen should take ad¬

vantage now of opportunities for
modernizing their plants and for
new business investment, and to¬
gether with labor should co¬

operate in achieving higher pro¬
duction and employment. Farm
production should continue at
high levels.
The government likewise must

direct its policies toward contin¬
ued economic expansion. The
country is growing and we need to
preserve and develop our natural
resources for this generation and
the next. We must therefore press
forward with programs of soil
conservation, and river valley de¬
velopment, and other ; public
works.
Economic expansion requires

constantly rising living standards
for our people. We must therefore
expand our programs of social se¬
curity, education, health, and
housing. We must build, as we
are building, for the future. r '
There are men of little vision

who say we ought not go on do¬
ing these things. They say they
cost too much. They say we are

wasting money.
The truth is that an investment

in the future of America is not a

waste of money. The dollars we

put into our rivers and our power

plants will be repaid to us in
fruitful valleys; and prosperous
communities. Expenditures for the
health and education of our chil¬
dren will yield us untold divi¬
dends in human happiness. ;

>;v;Explains Budget
But, say those who object, look

at the size of the budget.
All right, let's look at the

budget.
The budget includes the cost of

almost everything the govern¬
ment does. It is not simply the
payroll of Federal employees, as
some people appear to think.. In
fact, the pay of Federal civilian
employees is only about 12% of
the budget. The budget includes
all Federal expenses for national
defense, for international aid, and
for the conduct of the affairs of
this nation abroad. It includes
Federal aid to the states, for roads
and health and other programs.
It includes atomic energy, and
dams, and soil conservation; and
flood control, and many other
things essential to the growth of
our country. ■'*' ' ' /

These things are necessary, but
in the present budget we have not
provided extravagantly for them.
Let me make it clear that I be¬
lieve in prudent financial man¬

agement. That has been my rule
in my private life and in my pub¬
lic life. I am working for the re¬

organization and better manage¬
ment of the governments achieve
greater efficiency. I believein the
economical use of the publie's
money—and the budget :isVbased
on that principle. ; *X : > *;; \ ■ ■

If we examine the items in the

budget, we see, in dollar figures,
the magnitude of the task which
confronts this nation in protecting
the cause of peace and freedom.
Over three-fourths of the budget
is due to international events.
Less than one-fourth arises from
the domestic functions of the gov¬
ernment.

Let me explain to you why this
is so.

The total of the whole budget
today is about $42 billion. Of this
total, $32 billion is the result
either of past wars: or our efforts
to prevent another war. Three big
items make up this $32 billion.
The first is the national de¬

fense. That accounts for over

. $14 billion. The armed services,

tonal expendi-
Itemain at their
indefinitely. I
r,be reduced as

jfrfeace takes ef-
Ijtbday, I regard
is-': as-the most

we can take

ftJrmous expense
Uoss of another

at the start of this year, wanted a
much bigger sum tnan that, but I
cut it down to the minimum nec¬

essary for our protection and for
the preservation of peace in this
troubled world. It is expensive to
keep up the forces necessary to
prevent war, but in the long run
it could be a lot more expensive
not to have them.

Cost of International Programs

The second big item is the cost
of our international programs.

They will cost this year about
$7 billion, and they are worth
every penny of it. This sum in¬
cludes the cost of the European
Recovery Program and our occu¬

pation responsibilities. These pro¬

grams have kept Western Europe
out of the^hands of the Commu¬

nists, and are helping to restore
the economic and social strength
of the free nations. If we were

to cut these programs, it would
weaken our efforts to bring about
peace. That is a risk we must not
take.

These two items, national de¬
fense and international aid, add
up to $21 billion—more than half
the budget. These are the expen¬
ditures we are making to prevent
future wars. If anybody thinks it
extravagant to maintain the peace,
let him remember that it cost us

not $21 billion a year but $100 bil¬
lion a year to conduct the last war.
I do not belike , that our de¬

fense arid inh
tures will hav<

present high le
hope that theyj
our program
feet. But, as
these expendij
valuable insuri
out against the,
and the terril
war... . ■■. '•
The third bitterns includes in¬

terest on gove$ament bonds and
benefits to veterans. Together
these expenses total about $11 bil¬
lion. I don't believe anybody has
suggested that We default on the
government bonds or on our obli¬
gations to our veterans by cutting
this item.
These are the costs of past wars.

Together with the $21 billion for
preventing futurefwars, they add
up to $32 billion, more than three-
fourths of the budget.
The remaining $10 billion of the

budget provides Tor all Other
functions of the government. The
major items in this category are
public works, farm price supports,
education and housing programs,
and payments for health and so¬
cial security. For a country of this
size, with a $200-billion economy,
$10 billion for such essential pro¬
grams is a reasonable sum, in¬
deed.

Today, after an increase of pop¬
ulation and in* spite of rising
prices, this part df the budget is
only 50% greater than it was 10
years ago. The other part of the
budget—the cost of past wars and
of preventing future ;wars—is
the part that has shown such a
tremendous increase. This part of
the budget is 900% greater than it
was 10 years ago. V -
The size of the budget reflects

the world we are living in. We
have to face the Jacts of the world
p£ today; It doesnd good to. retire
into .the world, of the past 1 and to
wish that > somehow the facts
would just go away, so that we
could have a small budget again.
■'

\ • A*!'• ■•',} . v/- j:,V/..' ;• /;'•
• •-".-.Attacks Eightieth Congress ;•
The leaders of the Eightieth

Congress thought they could wish
the facts away. They insisted on

passing a tax reduction against my
advice and over my veto. I warned
that this tax cut of $5 billion was
almost certain to produce a def¬
icit. It did produce a deficit. For
the year ending July 1, 1949, the
deficit was $1.8 billion.
The economy was running at a

high level when this untimely tax
cut was made. People then could
pay the taxes necessary to balance
the budget and to provide a sur¬
plus for debt reduction/ Today,
because profits aifd incomes have

fallen, taxes bring in less money.

An increase in taxes now might
bear too heavily on business and
discourage the investment neces¬
sary to full production and full
employment.
At this time, therefore, I am

not recommending new taxes to
make up the deficit. I do not like
to have a government deficit, but
still less do I want to injure the
economic health of the country.
Selfish interests were behind

the tax reduction of the Eightieth
Congress. They were also behind
the failure to provide authority to
stabilize prices. These two blun¬
ders of the selfish interests have
had unfortunate economic conse¬

quences. They will continue to
cause us trouble for some time. ;

Now these same selfish interests
are urging us to commit a third
great blunder. They are now urg¬
ing drastic cuts in government ex¬
penditures—cuts which would fall
hardest on those expenditures
which are most impqrtant to our
domestic economy. ' '
'

Making cuts of this type in the
budget is just the thing you do not
do if you want to help the econ¬

omy expand. At a time when em¬

ployment is'already lower than it
should be, cutting government ex¬
penditures would cause more un¬

employment. At a time when more
investment is needed, it would be
foolish to cut down productive
government investment in na¬
tional resources and public works.
To slash government expenditure's
now would add to the downward
trend. • -'-y'' :■ "

^ ', .. '■ .* .» >

Cites Value of Public Works »

Let us take public works, for
example. It has been estimated
that every billion . dollars spent
for public works gives employ¬
ment to 315,000 people, and adds
to the income, indirectly, of some
700,000 more. The current budget
provides more than three billion
dollars for>public works. These
public works are greatly needed
improvements. If we cut them out,
we would not only hamper the
growth of the economy, we would
also increase unemployment by
about a million persons,: and
weaken the position of over two
million more. This would be the
most expensive kind of saving .1
can think of. - -

The people who unwisely urge
that government expenditures be
slashed are for the most part the
very same people who have long
been opposing our social pro¬

grams and our resource developr
ment programs. They have resist¬
ed such things as social security,
housing, the minimum wage law,
and public power development,
from the very beginning. They
have opposed every improvement
in these programs. ; f. y V
During an inflationary period,

they are; against the.se programs
because they say they are infla¬
tionary. During a deflationary
period, they are against them be¬
cause they say they are deflation4-
ary.

Rain or shine, they are just
against them.'£■.■" '?!*V"P
It was programs like these, for

the benefit of the people, that
saved business in the thirties, that
are supporting purchasing power
now, and that are laying a foun- -

dation for increased prosperity in
the future.: Most of the; people
know this, even if selfish interests
don't. '
"

In the long run, these programs
are not only necessary to the wel*
fare of the country—they are nec*

essary if we are to balance the
budget, ":.r •/ V

• Expenditures Necessary to
Achieve Economy

; .The very heart ; of sound gov*
ernment finance is to make the

expenditures that are necessary to
help achieve prosperity and peace.
The items in the budget are con¬

sistent with this principle. That
is why the Congress, in consider¬
ing the details of the budget, has
not made significant cuts. It ha£
approved the particulars of the
budget, item by item, because the
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Congress knows they are good for
the country.; : ; > ,;r /

I achieved a budget surplus—
before the Eightieth Congress tax
cut—and I intend to achieve one

again.
... ,

r When we had an excess of re¬

ceipts over expenditures, we ap-

Issues and the Public Interest
(Continued from page 4)

point is, that I was not required
to be licensed by the state, nor
was I supervised in any way
whatsoever. I was just told to go

plied it to reduce the national out and sell stock. But before go-
aebt. We have already paid off lng out I had myself been sold—
more of the debt than the total j completley—by the promoters on
size of the national debt after the what seemed to be the marvelous
first world war.

But you cannot achieve a sur¬

plus in the government budget
when you have a declining na¬
tional economy. A government

prospects of the company. I even
put some of my own earnings into
that stock. When the company

subsequently failed, my customers
suiiered a complete loss. I was

surplus and national prosperity go deeply shocked, but I had learned
together. The income and the ex- a very valuable lesson.
penditure of the government are
a very important part of the en¬

tire national economy. If we fol¬
low the wrong budget policy at
this time and slash our expendi¬
tures, we will decrease employ-

In the intervening years I have
bought and sold a great many
securities. Some have turned out
well; some have turned out bad. I
believe firmly that no state should
allow the selling of securities to

ment, cut down investment, weak- unsophisticated investors without
en our defenses and injure our regulation, I also believe that
efforts for peace. ~ I legitimate business ventures and
.If we follow the right budget honest dealers in securities have
policy, and support the national nothing to fear from intelligent
economy, we can help bring the regulation, but have much to gam.

*. V « V ' 1 * PtTfttnts 4nl1of 4-olrnn iv* n ctnolr

country back to our normal rate
of growth and expansion. ; ;
w-j' *.' ■»" ; ■} ; I
*

Expects Passage of Program-,
:

r Some of the measures which
will be most effective in the pres¬
ent situation have either been en¬

acted or are on their way to final
passage. They include the housing
program, the agricultural pro¬
gram and an increase in the mini¬
mum wage. . ~.

In addition, I have proposed to

Every dollar taken in a stock
swindle is a dollar that could have

gone into a legitimate investment.
Both are in competition for the
investor's savings. Securities regu¬
lation is not simply a matter of
enforcing rules of fair competi¬
tion between the two opposing
groups. Its primary objective is
to drive swindlers entirely out of
business. To achieve that objec¬
tive, the legitimate issuer and
honest security dealer must sub¬
mit, to a certain amount of regu-

and inconvenience. That is

; this time to , keep purchasing ^interest <>* the general
nnurcr ..rv tr, air! + nro PUDIIC . lieSi

We at the Commission are wellpower up, to aid those who are

we will be in a position to step up
public works activities if neces¬

sary. S,V■

served in our present procedure
xS that we have no sure way of
knowing how much of an issue
nas been sold. A letter of notifi¬
cation, once filed, is good forever.
We do follow up filings with a
questionnaire on the results of the
offering, and , where nothing has
oeen sold urge that the letter be
withdrawn. However, there is no

assurance that it will be. Conse¬
quently, we never know when
someone will begin to offer stock
under a filing that has been inac¬
tive for soipe time. In contrast, a
registration statement, although it
likewise remains in effect indefi¬
nitely unless withdrawn or subject
to stop-order, permits securities to
oe sold oniy on the basis of recent
information. The effect is that the
registration must be brought up to
date from time to time in order
to continue offering the security.
Perhaps a similar limitation
should apply to Regulation A, re¬
quiring renewals periodically if
further sales are contemplated.
Approximately 25% or 30% of

the Regulation A offerings use the
services of an underwriter. Most
of the successful offerings have
underwriters. This should tend to
indicate that the underwriter, with
a reputation at stake, is selective
of the issues which he offers to
his customers, even when he
takes on a best-efforts basis; ~

Underwriters' Role in Small
Issues

Today, when we hear so much
about the need for assisting small
business, it would greatly aid
business enterprise in this coun¬

try if sound, well-known invest¬
ment houses would apply their
prestige and distributing ability
to the financing of going, proven

, If these measures are adopted, close tab on the way Regulation A
the government will be in an im- is working out. Several studies
proved position to play its role in | have been made of its operation,
our -expanding economy. : But| They point the way to increased
changing the course of our present investor protection,
economic situation is also going to, Fjrst 0f all, we find that the ef-

interest against easy financing for
small business, Regulation A has
tipped the scales in favor of the r businesses even though they may
latter. We have accordingly kept be small. The local investment

banker, as I see it, has a civic

require wise action by business,
labor and agriculture. If business¬
men, labor and farmers base their
actions now on an expanding
economy, we will work our way

successfully through the present
period of transition.
I have confidence in the unlim¬

ited capacity and in the unlimited
opportunities of the American

economy and the American people.
I have confidence in our ability
to master the international prob¬
lems which confront us and to
achieve world peace.

I have this confidence because
Of our achievements in the past
and because of the present
strength of our institutions*
Above all, I am confident be¬

cause I believe that Almighty God
has set before this nation the
greatest task in the, history>of
mankind, and that he will give us
the, wisdom; and the; strength to
carry it out. .

f-'i
; R. D. Hartshorne Dies L
; Robert D.. Hartshorne, partner
Of Abbott, Proctor & Paine, and a
member of the New York Stock

Exchange, died of a heart attack
at the age of 52. , n '

William Lieberson Opens
- William H. Lieberson is con¬

ducting a securities business from
offices at 234 West 44th Street,
New York City.

. Joseph Schulman Opens
; Joseph Schulman is engaging in
a securities business from offices
at 234 West 44th Street, New
York City.

With Heath & Co.
. (Special to The Financial Chronicle)

t ELGIN, ILL.—Edwin H. Franzen
is now affiliated with Heath and

Co., Tower Bldg.

iectiveness of regulation varies a

good deal in different parts of the
country. Although the SEC has,
broad powers to prevent and pun¬
ish fraud, Regulation A, as- it is
now set up, depends heavily on
the State commissions and our

local regional administrators for

responsibility to assume a spon¬
soring interest in the growing
businesses of his particular com¬

munity. There is a point in the
growth of nearly every success¬
ful enterprise when internal and
personal funds are not sufficient
to finance its expansion possibili¬
ties, and it is, therefore, desirable
to\seek capital from the public.
It lk at this point that deserving
businesses need the sound advice
of an investment banker. Because

Furthermore, since a substantial
proportion of the written mate¬
rials as originally filed requires
amendment to prevent it from be¬
ing misleading, one can only
wonder what is being done in
those issues where no writing is
used!

Information Helpful to Investors

What type of information would
be helpful to investors? There are

many items of information read¬
ily available to the issuer which
the investor should have. A de¬
scription of the business is one

example. Financial statements are

another. Every going business has
a reasonably current balance
sheet available. It can be added
to the selling literature without
any significant expense. An ac¬

countant's certification would not
be required, although any con¬
nection between the person pre¬

paring the reports and the issuer
should be shown. I consider fi¬
nancial statements essential to

informed investment. It is irrele¬
vant to argue, as some do, that
people cannot read a balance sheet
or profit and loss statement-
there are many who can. At least,
there would be no concealment

of insolvency or poor operating
results such as occurs under the

present regulation-. Most impor¬
tant, required disclosure will dis¬
courage many unsound ventures
from going to market, as our

present registration experience
shows.
Another important item, readily

available * to the issuer, is its
capital structure and the terms of
other outstanding securities. Buy¬
ing a stock without knowing what
is senior is like blindly buying
real estate in a swamp. If you
are lucky, your tract may have
some dry land. ^ f
These items give you an idea of

what I have in mind. No bank or

credit institution" would lend

thoney on the meager information

results. Regulation A only makes > 0f 0f business and the
available basic ( information tO|]rjs^ involved, most investment
these policing agencies. The ac-!houses much prefer not to have
tual prevention of fraud is up to anything to do with this type of
them. I need not remind you of
the substantial differences in the
laws under which you state com¬
missioners operate. The most ef¬
fective protection for investors is
to prevent the fraud before it oc¬

curs by carefully screening new
promotions and the persons con¬
nected with them. v'

Reliance on State Commissions

This reliance on the State com¬

missions is deliberate policy.• The
Securities' Acts were never de¬

signed lo supersede the State blue
sky laws. ■ The SEC was estab¬
lished to supplement state regula¬
tion at the national level, Small
issues are usually local issues.
Local law enforcement agencies
are on the spot, familiar with the
people and the businesses in¬
volved, and is the best position to
act quickly and effectively when
a bad situation presents itself. Our
regional offices are ready to assist
in any way they can, particularly
when the scheme begins to cross

state lines.
The second thing our studies

show is that only a portion of the
almost $250,000,COO of securities
filed each year under Regulation
A are ever actually sold. Some is¬
sues never reach the offering
stage. Others are offered, fail, and
are withdrawn. In many cases,
only part of the issue is sold.
Where that happens, only a few
states protect investors through an
escrow or similar arrangement
against wastage in an inadequate¬
ly capitalized enterprise.
A defect which has been ob-

underwriting. We at the Com¬
mission, however, feel that the in¬
vestment banker would more

nearly perform his required func¬
tion were he to assist in the

financing of meritorious small en¬
terprises.
The underwriter, or the invest¬

ment banker, also has another
very salutary influence. He usu¬

ally insists on using selling litera¬
ture. We find that successful of¬

ferings '-almost always employ
some type of written sales mate¬
rial. The quality of this sales
literature varies considerably.
Some is fairly informative and on
rare occasions may approximate a

regular statutory prospectus. Fre¬
quently it is just a colorful sales
pamphlet, expensively gotten up,
but inadequate.
The highly significant fact is

that most issuers under Regula¬
tion A are voluntarily undergo¬
ing the expense of laying out and
printing sales literature. Those
who advocate easy regulation for
small issues tell us that they
should not be put to the expense
and inconvenience of the regis¬
tration process. They also argue
that the expense of making
written disclosure to prospective
investors discourages small busi¬
ness from selling securities to the
public. Yet we find that when it
comes right down to actual sales
practice, over two-thirds of^them
resort to printed materials.* Why
should not the materials contain

specified information and serve a

positive, construction purpose?

some companies furnish prospec¬
tive investors. The interest oi in¬
vestors can, I believe, be recon¬
ciled with the desire of small
businessmen to be free of unneces¬
sary restraints in rasing capital*
Requirements of the type I have
in mind would be but a slight
burden to legitimate persons seek¬
ing to sell legitimate securities.
They could be of great benefit to
the investing public.

Going to the public for money,
while it is a right of legitimate
enterprise, carries the obligation
of a very sacred trust. Because of
the corporate vehicle some indi¬
viduals have regarded this trust
lightly. I have always felt that
one who acts irresponsibly in the
sale of securities is as criminal as
one who proceeds on the highway
with a gun. Going to the public
for money is a privilege that
should be available only for those
who can justify public participa¬
tion through honesty of purpose
and honesty in the conduct of the
affairs of the enterprise.
These thoughts on how we

can best serve the public interest
in connection with small issues
are preliminary ones. While the
regulation of small issues is im¬
portant to investors, and, there¬
fore, to the Commission, other
matters of higher priority—par¬
ticularly the Section 5 amendment
program, have necessarily occu¬

pied the Commission's attention.
Personally, I have always believed

I that an important function of the
' SEC is to facilitate the flow of
I the nation's savings into business
and industry. The ideas I have
put forth this evening on how this
objective may be better achieved

: in small issues still require a

good deal of analysis and refine¬
ment. We recognize that this is

1

a highly controversial field. Your
suggestions would be most wel¬
come. ; ■ \,\'u i■;
Working together, as we have

done so successfully in other mat¬
ters, we will and must find the
solution. •

Sees Business Slipping Down Hill
Cleveland Trust Co., in current "Business Bulletin," reports little

evidence of leveling-olf of downward trend.
In the current issue of the "Business Bulletin," published by the

Cleveland Trust Co., Cleveland, Ohio, it is stated that the "course of
business recession might be likened to sliding down hill until a valley
is reached. Beyond the valley lies recovery in the form of another
hill. In the second half of 1946^ —^ "

ward procession. The other two
are food products and transporta¬
tion equipment (including auto¬
mobiles). These have remained
about at their peaks except that
automobile output was tempo¬
rarily reduced by a recent strike.
"All this indicates that for busi¬

ness activity as a whole, the re¬
cession still has some distance to

go before reaching the turning-
point."

Dean With L. F. Rothschild
(Special to The Financial Chronicle)

BOSTON, MASS.—Charles F.
Dean is with L. F. Rothschild &

Co., 30 State Street. He was for¬
merly with Farr & Co.

nearly all industries were ascend¬
ing the first hill, while thus far
in 1949 nearly all have been mov¬

ing down the other side. But the
two intervening years of 1947 and
1948 showed no such similarity of
movement. Thus five of the 17

'industry-groups in the production
index had passed the peak by the
middle of 1947, and five more had
done so by mid-1948.
"In this sort of piecemeal read¬

justment" the article continues, "it
is reasonable to assume that the in¬
dustries which first climbed to the
top of the hill would be among the
earliest to arrive at the valley be¬
low, before starting on the next
rise. Such a tendency appeared
near the end of past business de¬
clines, though not uniformly. But
there has been little evidence of
that kind of leveling-off, at least
through the end of May. The first
five industry-groups to achieve
their quarterly high points in pro¬
duction were leather and shoes;
rubber products; nonferrous met¬
als and products; stone, slay, and
glass products; and alcoholic bev¬
erages. With the possible excep¬

tion of leather and shoes, the re¬

cent trend of these industries have

been downward. In general the
same is true of the next five

groups in chronological order.
"The remaining seven groups

were the chief supporters of the
final stages of the rise in the over¬

all industrial production index last
year. Five of them, including
steel, have now joined the down-

—ieMW

With Bache & Co.
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN. — Ber¬
nard L. Joyce las been added to
the staff of Bache & Co., Minne¬
apolis Grain Exchange Building,

ia »

, Edward Mathews Adds
(Special to The Financial Chronicle)

BOSTON, MASS.— Alfred A.
Molinari has been added to the
staff of Edward E. Mathews Co.,
53 State Street.

Azad Abmadjian Opens
(Special to T^e Financial Chronicle)

WHITINSVILLE, MASS.—Azad
Ahmadjian has opened offices at
7b Church Street to engage in the
securities; business.

f ■
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Fiscal Control of the Easiness In Practice
"

(Continued from first page)
Street Journal," however, the of¬
ficial statement released by the
Open Market Committee after an

all-day meeting in Washington
"was cryptic and not too clear."
The framers of the statement were
in a rather difficult spot. They
couid not be as forthright as was
Mr. Eccles when he was battling
inflation in 1946 and 1947.
- In announcing, Jan. 18,1946, the
increase of margin requirements
on stocks to 100%, Mr. Eccles em¬

phasized the fact that the wartime
fiscal policies of the United States
Treasury were fundamentally re¬

sponsible for the inflationary
pressures then in evidence. Mr.
Eccles got down to basic causes
when he pointed out that "so
long as the public debt continues
to be monetized through the pur¬
chase of government securities by
the banking system, the supply of
money will continue to increase,
thus tending further to reduce the
interest ra«.e. . . . This process
heeds to be stopped not only by
bringing about a balanced budget,
but also through measures to
check further unnecessary expan¬
sion of commercial bank holdings
of government securities."

?rV Late in 1947 when Mr. Eccles
was campaigning for a broad pol-
•icy of credit control, he told the
Joint Committee on the Economic

Report that "we are already in
i the advanced stages of this disease
(inflation). It is no longer a
question of preventing it, but of
..moderating so far as possible its
ultimate ravages."
Now that we are in the early

stages of a new disease—defla¬
tion—the Federal Reserve au¬

thorities cannot come right out
and say that the time has come to
resume monetizing the public debt
through purchases of government
securities' by the banking system.
The official Washington dine that
made inflation the paramount po*
litical issue was given such wide¬
spread publicity in the Presiden¬
tial campaign that- it has been
difficult for the Administration to
back-track quickly to the evils of
deflation. Accordingly, in the
announcement of the Open Mar¬
ketCommittee there was ;no

mention nof/deflation,'! business
recession>. or depression. The
Committee was almost casual in

.stating that "with a view to in-
r creasing , the supply of funds
available in the market to meet

- the needs of commerce, business
"and agriculture it will be the pol-

^ icy of the Committee to direct
purchases, sales and exchanges of
'government securities by the
-Federal Reserve banks with

.primary regard to the general
business and credit situation."
*
In view of the fact that during

the past six months, "commerce,
business and agriculture"' have
paid off $2.4 billion of loans pre¬

viously advanced by the weekly
reporting member banks, it would
seem that "commerce, business

•

. and agriculture" have no pressing
need for an increased supply of

% funds. The July 1 announcement
"by Secretary Snyder that the
.Federal Government incurred a

• budget deficit of $1.8 billion-in
^ fiscal year 1949 provided a more
reasonable explanation of the ac¬

tion taken by the Federal Open
"Market Committee "after consul-
tation with the Treasury."

^ 0

. Fiscal Control and Commercial
Bank Credit

' *

The Treasury and the Federal
Open Market Committee may not
be conscious of the fact that they
are preparing the way for com-

. mercial banks to increase their

,,holdings of government securities.
. They probably hope that the re¬

versal of their open market policy
ry- will encourage a resumption of

private borrowing from the corn-
. mercial b a n k s. Unfortunately,
however, this hope is not justi¬

fied by the record of the past 20
years.

Since the relatively small-scale
open market operations of the
1920's, fiscal control of the busi¬
ness ey e 1 e essentially means

Treasury expansion of commercial
bank credit after a government
campaign against inflation of bank
credit by private borrowers has
produced, or at least coincided
with, a downturn in general busi¬
ness activity. This was the way
things worked in 1929-32 and
again in 1937-38. At this time it
may be enlightening to review the
actual record of past experience. ;
In reviewing this past record it

is indicated that official credit

managers have a tendency to re¬
verse restrictive policies very

quickly after there has been an

initial decline in either business

activity or the stock market. In
1929 the Reserve authorities re¬

versed their restrictive credit pol¬
icies as soon as the stock market

collapsed in October. Holdings of
Government securities were im¬

mediately increased and on Nov. 1
the rediscount rate of the New

Fork Reserve Bank, which on

Aug; 9 had been increased from
5% to 6%, was returned to 5%
and on Nov. 15 further reduced
to

These changes were undoubt¬
edly intended to ease the credit
situation. That they succeeded is
indicated by the fact that at the
end of 193u the rediscount rate ot
the New York Reserve Bank, as
a result of five reductions, was

2%, But the loans of leading com¬
mercial banks declined from $18
billion in November, 1929 to $11
billion in July, 1932., While this
deflation accompanying the bear
market was in process these banks
increased their holdings of U. S.
Government .securities from $2.8
billion to $4.2 billion.;'Before the
deflationary trend in loans was
reversed in 1935, the outstanding
total had been reduced to $7.8 in
August of that year. By that time
holdings of government securities
had reached a level of $9 billion.

Direction in 1936-37

In 1936-37 the Reserve authori¬
ties in attempting to control the
so-called boom end not resort to

changes in the rediscount rate or
in Reserve Bank holdings of gov¬
ernment securities. The most im¬

portant device used to restrict
credit expansion was the direct
control of legal reserve require¬
ments. In battling the boom the
Federal Reserve authorities in¬

creased legal reserve require¬
ments for member banks in three'
different steps. The final increase
was effective May 1, 1937. This
was after Mr. Eccles wrote an ar¬

ticle for the April issue of "For¬
tune" in which he said, "I have
advocated heavy government ex¬

penditures during the depression
and I advocate debt retirement

now that recovery is definitely
under way."

By the time this article -was
available to the general public
March 25, 1937 the government
bond market had already seen
several days of semi-panicky liq¬
uidation, the stock market had
passed its peak, and industrial ac¬
tivity was scraping its ceiling.
The only difficulty with the pol-
cy of debt retirement advocated
by Mr. Eccles was that financial
deflation of government credit ex¬
pansion, resulting from the sale of
securities held by, the commercial
banks, was also definitely under
way and on Aug. 27, 1937, the Re¬
serve authorities indicated a re¬

versal of deflationary policies by
reducing the rediscount rate to 1%,
/ This change in policy by the
Federal Reserve was not success¬
ful in bringing about any increase
in bank loans to private borrow¬
ers. From September, 1937, total
loans of leading commercial banks
started a downtrend that persist¬
ed until June, 1939. During this

period loans were reduced 20%
from a total of $10 billion to
$8 billion. As the liquidation of
loans got under way, the banks
quickly reversed their policy of
reducing holdings of Government
securities. From October, 1937, to
June, 1939, they added $1.4 billion
to their portfolio of governments.
This, of course, was just the be¬
ginning of a major buying opera¬
tion by the reporting weekly
banks. By February; 1946, they
had increased their holdings of
Treasury securities by an addi¬
tional $39 billion to a total of
$49,600,600,000.
On the basis of this previous

record it is obvious that a major
change in Federal Reserve credit
policies does not guarantee a
change in the major trend of in¬
dustrial activity or the stock mar¬
ket. As a matter of fact tne first
indication of a change in basic
credit policy by the Reserve dur¬
ing the past 20 years has usually
acknowledged the existence of a
serious threat to general business
activity. Following November,
1929, and August, 1937, this threat,
in -both cases, ultimately became
an economic reality that prevented
any aggressive expansion of pri¬
vate borrowing.

No 1929 Depression After 1949
In the present situation there is

virtually unanimous agreement on
the forecast that no depression
such as followed 1929 will follow
1949. The most important reason
advanced to support this forecast
is that there has been nothing like
the wild New Era speculation in
the stoekmarket to produce a de¬
flationary v financial spiral that
will drag general business activ¬
ity to lower levels over a period
of several years.
It may be granted immediately

that there can be no depression
following 1949 caused by the pro¬
tracted deflation of a New Era
Stock market boom. However/, it
is probably unwise to assume that
we wilt, escape without serious
repercussions in general,business
activity following our first New
Era boom in the bond market.. /
The use of "New Era boom" in

connection with the bond market
is not intended merely to suggest
a big major advance in bond
oriees. Rather, "New Era" is used
to indicate a record-breaking bull
market in bonds under conditions

unprecedented in our previous ex¬

perience. For the first time in our

history we managed to extend a

major advance in bond prices
through a period (1942-1945) of
tremendous business and indus¬
trial prosperity.
The . "New Era" designation of

the stock market boom in the
1920's was also earned the hard
way. It required scientific credit
control by the Federal Reserve
System, to permit us to have our
first protracted bull market in
stocks while business was boom¬

ing. Under the old unscientific
and inelastic National Banking
System we could not finance a

bull market and business prosper¬

ity for any sustained period of
time. As a result, during the 5C
years preceding 1925 the major
portion of most bear markets oc¬

curred while business was boom¬

ing while on average approxi¬
mately half of all the bull mar¬
kets took place while business
was depressed. ; ;

y Federal Reserve System control
of short-term money rates from
1921 to 1929 was primarily/re¬
sponsible for preventing major
corrections in. business and the
stock market. Incipient booms in
1923 and 1925 were curbed and,
after relatively minor intermedi¬
ate adjustments, recoveries were
encouraged in 1924 and 1926. In
1927, however, the Federal Re¬
serve* authorities made a serious

manded a repetition of the boom-
curbing. policy of 1923. By the
time tney put the brakes on hard
in August, 1929, our first ambitious
attempt at economic planning in
the form of credit management
had produced nearly five years of
concurrent bull market and busi¬
ness, prosperity, •//y, y;y. y

New Era Bond Market Result of

New Era Stock Market

As an experience unprecedented
in our previous history these five
years deserved a New Era rating.
They set the stage for another un¬
precedented episode— our first
major bear market while business
was. bad. This humiliating expe¬
rience produced, the New * Deal.
The Ndw Deal substituted U. S.
Treasury expansion of commercial
bank credit for private expansion
of credit and prepared the way
for our first New Era bond mar¬
ket. . ./y- ■■//'/■
: Mr. Roosevelt in the 1932 cam¬
paign bitterly criticized the Hoover
Administration for "the more im¬
mediately dangerous evil" of fi¬
nancing the billion dollar deficit
of 1931 by absorbing "that much
of the lending capacity of banks."
The subsequent record shows that
by June 30, 1936, the Roosevelt
Administration had financed $9
billion cf Federal deficits by "the
more immediately dangerous evil"
of absorbing "that much of the
lending capacity of banks." After
the temporary deflation of 1937-38
the New Deal Administration by
the end of 1941 had absorbed an¬

other $6 billion of the lending
capacity of commercial banks.
This persistent financing of

Treasury deficits by the commer¬
cial banks was greatly facilitated
by a steady major uptrend in high-
grade bond prices. Despite the
fact that prices finally eclipsed
the record high levels of 1899-
1.901, there was nothing worthy
of a New Era. title in the advance
of the bond market. .The cyclical
record under the National Bank¬
ing System showed that it was

perfectly normal for bond prices
to rise during serious business de¬
pressions and to decline during
periods of prosperity. ^ ' ; *,y;'yv;

. -During, ten periods of prosperity
between 1893 and 1923 average
bond prices showed declines with¬
out exception. In nine depressions
during these 30 years, bond prices
advanced in seven instances and
in the relatively brief recessions
of 1914 and 1919, bonds showed
only nominal losses. This record
emphasizes the fact that high-
grade bond prices advanced dur¬
ing business depressions and that
the bigger the depression was and
the longer it lasted, the bigger was
the accompanying bull market in
good bonds. It was not an acci¬
dent, therefore, that in a depres¬
sion exceeding in severity and
duration the depression of the
1890's, high-grade bond prices
should top their previous record
levels.

Open Market Operation Help for
New Era Bond Market

And it was no accident that the

big bull market in bond prices
continued right through the great
period of wartime prosperity. As
the result of an extremely inter¬
esting market-rigging operation.
Government bond prices continued
to advance through four years of
tremendous wartime industrial

prosperity and established title to
the first New Era bond-market in
our history. . . . J
The background for this first

New Era bond market included a

$22 billion open market operation
conducted by the Federal Reserve
from: 1942 through 1945. This
gigantic open market operation
permitted the commercial banks
to monetize $7.0 billion of Treas¬
ury securities in a process, that
created sufficient surplus funds so

error. They reduced the New York J that every new issue of long-term
rediscount rate in order to help j Government bonds at par provided
the Bank of England, at a time original purchasers with an imme-
when our domestic situation de- [ diate profit. •

Are There Really No Financial >

7;> Excesses?-; „ \

A widely accepted current dog- -1
ma is that there have been no fi- *

nancial excesses in this cycle to -

accentuate deflation in /general *

business. This belief completely »

overlooks the ^greatest financial yy
excesses in our history.;/ During ; y

the four years 1942-1945 we ere- - ./
ated " $79 billion in commercial i
bank deposits. Of-this-total $69-
billion , was created by the simple ,

expedient ;of/having the banks-
lend this amount to the United*
States Treasury. j;

• During the eight years of the.
New Era boom from 1921 to 1929»
the commercial banks created only ;

$20 billion oi deposits. Thus in:
one half of the time during the-
war boom we manufactured four -

times the bank purchasing power-
created by the boom of the 1920's*
It is true that we socialized the -

bank credit-expansion of the early y
1940's. This technique; plus Fed-*
eral relief for Government bonds
when prices began to unravel in;
1947,. prevented a serious chain-
reaction affecting the price struc-/
ture of the chief collateral used-
in bank credit expansion since
1933. : -v.
Success in side-stepping such a

chain reaction has obscured the
fact that serious economic diffi¬
culties can develop as a result of ;■ •
our current financial abstinence.
Our economy got used to an an-;
nual average rate of $20 billion-
debt mcnetization from 1942 to*
1945. In 1948 when we demone¬

tized debt by a billion or two our -'
economy began to fail. It failed
more in 1949 and nobody can give;
complete assurance that it won't
fade further in 1950. /y ; ; ' :

y,/y/;/ Conclusion v'/y yy>/y
All major business depressions

since the Civil War have been/
foreshadowed by developments in
the bank credit field. Protracted'/
depressions ha ve * been Y accom-I■•y*
panied by*; relatively important*' r
liquidation arid- subsequent stag-'
nation ih' bank loans. Successive1 !

peaks in the-rate of-industrial ac-:
tivity- have all been- associated *;
with'new peaks in the use of bank;
credit.* Despite this record it may* '
be conceded that until the past 25 :;

years therole of credit and mone-'
tary factors was distinctly second-* *

ary. ' •'.?/y• V: •!'/y>'yy
However, the progressive in¬

crease in the rate of bank, credit /
expansion may have reached a

stage in which even as a second-,
ary factor its importance in the
cyclical fluctuations - of - general
business may be much greater
than generally conceded. In fact,
with the borrowing of the United
States Treasury exceeding in im¬
portance the sum total of all pri¬
vate borrowing from the commer¬
cial banks, fluctuations in bank
credit may well become a major
factor in controlling business
trends. But even with the United
States Treasury in control and
calling the plays, it may still be
true that playing with bank credit
Is always good fun while the ex-

pansioin phase is under way and
it's the subsequent period of con¬
traction that spoils the fun.
The past six months have been

a period of bank/credit contrac-,
tion during which new records in
loan liquidation have been made
for the time involved. Only major
business . depressions have pro¬
duced this kind of loan liquida-/
tion. The commercial banks can

add many billions of Government
securities without producing the?..
same lift in the trend of general^ 'y
business activity that an equiva¬
lent amount of private borrowing - *
would: ' ■--*- y-" *
All of the financial indication^/-

point to further major decline- in
the rate of* industrial activity. The /
regulated stock market has virtu- ,

ally no chance of - resisting this 1
downward pull. Technical proba- ,

bilities. call for at least a decline ~

into the; low ISO's in the Dow-';,.;
Jones industrial average before /

the end of 1949c y
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Outlook for Home Building
(Continued from page 17)

vided the public can pay the bill,
is almost unlimited.

< And, now, what about housing?
There has been a lot of guessing
in this field, but let us start witn
a few facts. First of ail, .you may

not know that the average dwell¬
ing unit in. .this country is less
than 30 years old. Half of all our
homes have been put up since
'1920. But it is important to re¬

member that more than 20% of
all homes in America are over 50

years old. ...
•

< In the 20's, the greatest era of
home building, prior to the war,

; we provided an average of 717,000
-new non-farm units per year. In
the nine years from 1940 through
1948, we provided. 789,000 addi¬
tional units a year, counting con¬
versions of old buildings. / ' V

■ What we will do in the future
"is anybody's guess. Currently, we
•

need about 2,000,b00 new homes
,to restore a normal vacancy rate
and to care for doubled-up fami-

' lies who want a home of their
•

own.'; We lose about 40,000 units
•
a (;year ; from fire,I disaster and
demolition. And from now on, we

'

will need around 500,000 units a
f year to care for newly formed
i families. Y.v-V' ■Y' -

J This means that, by the end of
1960, we will have added 8,000,000
-limits to take care , of the bare
•- needs. It also means that, if we
are to average 1 000,000 units a

year in that 12-year period—and
» we have capacity to buiid at that
rate — about 4,000,000 existing

- units would have to be replaced.
And there is where our interest
must be directed. .;YY'Y\/
If v/e replace old homes at a

rate no faster than in the past our
.market for the next 12 years, in¬
cluding 1949, would average about
750,000 units a year. To maintain

- a rate of 1,000,000, then we must
. induce the public to abandon up¬
ward oi 250,000 existing units each

. year. The question is: can that be
1 done?

A Program of Action

Well, gentlemen, I am a sales¬
man. f A gopd salesman must be

;an optimist. And he also should
be something of a realist. I try
to be both.

4J To realize the objective of 1 -
000,000 new homes a year, we
would need to remove old houses
at an accelerated rate. To accom-

'

plish that, we will have to rely on
four elements. The first is a high
national income, to permit more

1 people to enter the market. The
? second is rigid enforcement of
i local building regulations, so as to
remove existing homes which are

unsanitary, unsafe and wholly ob-
'

solete.

The third element is continued
increase in efficiency and produc¬
tivity, and further technological

• progress, for lower costs and in¬
creased values. The fourth and,
quite important, is a' high order of
"salesmanship. : v , / :

• In other words,' we not only
need a public which is able to
buy. and the enforcement of laws
which bring about a large num¬
ber of prospective buyeis, but we
also need to make the product as
(good and economical as possible,
•and then to do a better job of
selling than in the past. '

I - At the risk of being trite, let us
recall again that we who produce
and sell homes are in direct com¬

petition with every producer of
; every product on the market. We
are competing directly with other
products which take an important

„ part of the consumer's dollar.
It is not my purpose here to

promote a campaign to sell homes.
I merely want to point out the
'problem and what I believe is its
. solution. If we all get out and
: sell the public on values in today's
■ new homes, compared with the
place they now are living in, and
if we sell as skillfully as the men
who sell Fords and Frigidaires,

we can replace thousands of homes
whicn are 50 or more years old,
and perhaps some of the others.
We can find a way to dramatize

the tremendous difference in value
between the well-built home ox

today and that of 50 years back.
We can iind a way to convince the
occupant of an old home that he
pay a little more for the greater
. omfort and convenience. That is
the job which lies before us.

So. if you ask my opinion of
the long-range market for new

homes, it is this: the housing mar¬
ket can be anything we make it.
If we iind a way to coordinate our
efforts and put forth our most
convincing presentation, we can
sell more than a million homes a

year. :/ . ■; ■

; "Outlook for 1949 '* V'
As to the outlook for the year

1949—I shall refer to a forecast
prepared early this year by Miles
L. Colean, construction economist.
v The value pf all new construc¬
tion for the year is estimated at
$18.7 billion; a drop of only $75
million, or-Jess than 1%, from
.1948. Mr. Colean points out that
this actually would mean that the
physical amount of new construc¬
tion in 1949; would be slightly
larger than in 1948, because the
average cost of construction this
year, is expected to decline under
the average for 1948. V * ' ^

However, the continued high
volume for this year will be ac¬

complished in the face of a drop
in the amount of privately fi¬
nanced construction. The factor
which will hold this year's total
up close to the 1948 volume is a

gain in public construction, ■ i/
Private residential construction

is expected to decline about 14%
in dollar value. The number of
non-farm housing units started
this year is expected to be around
825,000 which would show a de¬
crease of" about 12% under last
venr. Nevertheless, this would
rank as the fifth highest year in
new housing starts. ;•

Private industrial construction
is expected to fall off about 21%
and commercial is estimated at 8%
lower. In fact, every major cate¬
gory oi private building is ex¬

pected to decline.
These estimates were prepared,

by the way, after consultation
with construction economists in
the Federal Government and with
other authorities. However, in
considering this forecast you
should keep in mind it was pre¬

pared five months ago and, when
compared to current experience,
the estimates appear to be on the
high side. : r r: >

The State of the Economy

, Turning now from the building
industry to the outlook for busi¬
ness in general I am -somewhat
hesitant to discuss this subject, be¬
cause 1 am neither an economist
nor a forecaster. However, in re¬

viewing the opinion of profes¬
sionals one; finds a reassuring
amount of general agreement. I
will pass on to you my analysis
of what the experts are saying.
In the first place many signs

seem tc point to the fact that while
we are well into a recession, it has
been brought about by a set of
circumstances quite different from
those which caused recessions in
the past.. . ■

There is general agreement this
current decline in business has
been caused primarily by con¬
sumer resistance to high prices.
The most acute needs have been
met and the public has been led
to believe, rightly or wrongly,
that they can obtain the rest of
their needs at lower prices by
waiting. In other words the pub¬
lic has been told that prices are
coming down and they are waiting
for that to happen. ,

Now let us examine some other
factors. Certainly you will agijee

we do not have a shortage of capi¬
tal. The fact is that we have am¬

ple capital waiting for investment.
We are not overbuilt as we were

in 1929. Our mortgage debt is
not excessive, There is no lack
of savings with which to buy, for
savings in the hands of the public
are larger than at any time in our

history. The need for new auto¬
mobiles and other heavy con¬
sumer goods has, by no means,
been exhausted. And inventories
are not excessive.

The factors which, in the past,
caused severe depressions just
don't exist today. That is why
most of the more responsible bus¬
iness analysts believe this reces¬

sion will not be of long duration.
"United States News" presented [

a generally, accepted view-point
when it said on June 3rd: "All
signs suggest that the set-back in
business is to be sharp, but short; j
that it will be pretty well over
within the next 12 months."
" President Wilson, ;of General
Electric, recently said: "It seems
reasonable that the decline in bus¬

iness, now well under way, may
continue until about the second

quarter of 1950, when production
is expected to turn up." He then
added that by April: 1951, produc¬
tion may again reach the high
level of 1948.

The point to remember, it seems
to me, is that a period of business
activity which would continue for
some years, at a level even 10%
below 1948. woijM Represent very
good business indeed. :
As to how far and how fast

prices are going to come down I
have no opinion, except to say that
in view of the rigidity of our wage
structure and the tax and mone¬

tary policies being followed by
our government, I believe that the
-Jecline in prices will be less than
the public expects. When* this
fact has been recognized, buying
should be resumed on a broad
scale. -;v" ";V
There are certain governmental

policies that act to confuse invest¬
ment. High taxes and the trend
of still higher taxes, uncertain la¬
bor policy and trend toward world¬
wide socialism are each major in¬
fluences in our economy. Until
these issues have-been clarified

they will have a retarding effect
on individual investment in homes,
industry and securities.

Once these have been resolved,
without fear of confiscation

through income taxes or a gov¬
ernment-managed -economy, sav¬

ings now in the hands of the pub¬
lic will be used for buying power.

Already there are good reasons to
expect a better atmosphere toward
business both in Washington and
abroad. i.

> : Our New Objectives i

And now, in closing, ; I would
like to describe a new program
which our Construction Industry
Information Committee has

adopted. Heretofore this commit¬
tee, which by the way is financed
entirely by manufacturers of
building products has confined its
efforts to offset unfavorable prop¬

aganda. Our weapon has been a

steady recital of the facts about
the progress the building industry
has been making. , . ; / ' ,

Now that we are in a buyers'
market and the demand for pii-
vate construction has softened,
our attention- will be turned to

those factors which are holding

down the demand for homes.

The committee in its new pro¬

gram will deal with several of
the problems which I have men¬

tioned; a study will be made of
each and the facts widely pub¬
licized. So far the following ob¬

jectives have been singled out:
(1) Selling the public on the

greater quality values now avail¬

able and to remove public impres¬
sion that building costs are un¬
duly high.
(2) Discouraging national infla¬

tionary policies which drive .up

building costs.

(3) Speeding up revision of local
building codes which hold up con¬
struction costs and prevent the
introduction of new materials, and
to stimulate enforcement of local
building regulations, which will
remove obsolete homes from the
market. v

(4) Reducing Federal expendi¬
tures for public housing, which
discourage private building and
encourage the public to wait for
government-subsidized homes.

(5), Revising tax laws so as to
encourage greater investment in
construction activity. .. . .

(6) Answering critics of the, in¬
dustry, who .use untruthful criti¬

cism to undermine public confi¬
dence in building. *

, We believe these are the prin¬
cipal problems on which the in¬
dustry should^ concentrate. Ota?
committee will develop the facts
and give them to the industry, for
appropriate action. In addition to
selling materials for homes and
other buildings we must sell thU
public on the need for sound legis¬
lation and good' government plan¬
ning/ '-•/ ' ' * ••/••• , • - /..<r
In summary, the building indus¬

try has been doing a remarkable
job. It steadily is becoming more
efficient and it knows the - prob¬
lems which lie ahead.

, , ;
-—It we work incessantly to get
our costs down, continue"to plan
soundly-and step up the effective¬
ness of our sales effort,- we j can
enjoy the greatest period of prof¬
itable building known in the his¬
tory of any nation. t;?:

(Continued from page 8)
an acute shortage of dollars. There
are many theories of why that is
true, /and there,rare undoubtedly
many causes for that condition.
Internal policies of those countries
may'-and in some cases do con¬

tribute materially to that situation
and to their,.difficulties. Neverthe¬

less, the dollar shortage is a. fact.
The people and the Congress of
the United States recognize its ex¬
istence to the extent of approv¬

ing the Marshall Plan and appro¬
priating billions of dollars annual¬
ly as a partial measure for deal¬
ing with it. It is not something
that can be laughed off, nor can
it be remedied by a simple return
to a nineteenth-century laissez-
faire attitude, no matter how
highly desirable that attitude
might once have seemed. It is
dimply not frt consonance with the
practical realities' of the present-
day world.. , ,

What the Charter Does ...

Faced with the realities of to¬

day, what does the Charter do? It
recognizes that, 'where such for¬
eign exchange shortages exist,
restrictions may. be imposed to the
extent that a country requires for
the budgeting of its scarce cur¬
rency and to obtain those things
which are basic necessities, even if
the imposition of such quotas re-
suits in discrimination against
goods from the so-called hard cur¬

rency countries. ^ : ...

„ When I say "discrimination," I
want to make it quite clear that I
use the word in its purely tech¬
nical sense and not in a condem¬

natory sense. We do not like it.
We are working on every front
we can to eliminate its causes. But
when a country does not have
enough dollars to finance the pur¬
chase of an essential import which
is available in the United States
and that same essential is avail¬
able elsewhere, if that country is
suffering from a real shortage of
that essential, the negotiators of
the Charter felt they could not
justly object to that purchase be¬
ing made elsewhere than in the
dollar area.

r; There are many safeguards sur¬
rounding that permission to buy
in other countries. Such permis¬
sion incorporates a time-limit in
the shape of the transitional post¬
war period contemplated under
the articles of agreement of the
Monetary Fund, already approved
by this country. The net result is
that, under the Charter, quotas
may not be used except in the case
of these financial shortages which
I have described, nor after the ex¬

piration of the transitional period.
Following that period discrimina¬
tion in the shape of quotas will
be prohibited.
There is an exception which has

been referred to here: namely,

that, under certain circumstances a
quota would be permissible in the
interest of the protection of an in¬
fant industry. But, as'Dr: Wilcox
has explained,there: are several
hurdles in the-way of the imposi¬
tion of such a quota and it could
not be applied tor any"article in¬
cluded under a trade agreement;
except, with the permission of
members participating- in the
trade agreement. Y

, ■ ' r
r Eighty percent of United Statefs
export trade comes under trade

agreements. The exceptions, there¬
fore, are of negligible importance,
v For these reasons it seems to lis

that, quite aside from the signifi¬
cance of United States leadership
in the world today, it would "be
foolish for us to reject a Charter
which contains these positive
measures "for the improvement of
world trading conditions.
"

As to the objectives and prin¬
ciples for which we are working,
and for which all these other
countries are working, and the
commitments contained i n 1 the
Charter for the relaxation*of re¬
strictions as soon as the . circum¬
stances giving rise to them are
altered or eliminated, it seems to
Us that it would be most unfortu¬
nate if there were-not'established
some mechanism for orderly in¬
ternational consultation in this
basic field, where those differ¬
ences that inevitably arise may be
settled around the conference
table rather than by hurtful action
followed by retaliation. It is be¬
cause we believe that a meeting
of the minds in such detail, over
such an area, and among so many
countries, is such an outstanding
achievement, that we advocate the
adoption of the Charter. It holds
so much promise—so great an op¬

portunity for the United States to
exercise its influence in the de¬

velopment of the policies of so
many other countries, because our
voice is listened to with great re¬
spect wherever it is raised. That
is a lesson that is brought home
to one who has the privilege of
representing this country outside
of its own borders., It is a rather
humbling experience, because it
carries with it a tremendous and

terrible sense of responsibility 5
the realization that when we move

our little finger that movement

may have a vital effect upon the
whole economic body of some

other part of the world. *)
It is for these reasons, and be¬

cause of the specific, positive, con¬
crete contributions to immediate

and ultimate removal of trade

barriers, as I have indicated, that
I am personally deeply convinced
that it is to our own selfish inter¬

est as well as to our higher inter¬
est to accept membership in this
organization.
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Tomorrow's

Markets

Walter Whyte
Says—
= By WALTER WHYTE=

New signals of turndown
appear again. Rail action now
a bellwether.

I've been spending the past
week on the outskirts of a

small Connecticut village.
About five miles away is a

larger town with two broker¬
age offices. Both have trans-
lux and quotation wires. With
the exception of the resident
managing partners, the talk
in the board rooms is desul¬

tory and has to do more with
local conditions than with the
stock market activity. What
conversation there is

closely watched objective.
More interesting, however,
was the action of the secon¬

dary average, the rails, dur¬
ing the past week.

* * *

While the industrials were

naking a little hay, the rails
vere limp and during at least
two days of last week the rails
.*ept showing small hourly de¬
clines while the opposite aver¬

age, the industrials, kept up
at least part of their pace.

* * *

This may not mean a thing;
t may mean a lot. After a rise
af about ten points in the in¬
dustrials, a lacklustre per¬
formance by the rails is
usually a signal of caution.

Canadian Risk Capital—Not a One-Way Street

I'm quite aware of my pre¬
vious observations that wait¬

ing for a full Dow signal is
, ,, hardly the way to market

conversation mere is about
(trading profits But getting in

the mai-ket hasAo doi with.
n may turn out to be

fv k°Pes and ^beliefs in higher , .j,e end 0f a minor rally in a
prices In fact, there doesn t lown market is hardly a
seem to be a pessimist m
town. They're all bullish on
the trend.

practice to be recommended.

Ironically, however, these
same bulls are bearish on

local industries. Major indus-

Obviously we can't wait for
all the national and interna¬

tional uncertainties to be re-

olved. i It isn't necessary to

managements are not opti¬
mistic. 7 /

: * * *

The same danger signals

Wr

try here is hats; from the raw that. The market, in its
felts to the finished product.' ,jWn ™ay, will show the road
Factories have reduced their ong before the news turns
forces because orders have -avorable. The rise of the
declined. Understandably -3ast m°nth- or fathf the r.e"

covery from a break, was m

my opinion an ideal oppor¬

tunity to unload; to get out of
. I'm telling you this because unfavorable situations. It
the pattern of business condi-1 «yasnl one to buY on e\en ^
tions in this small industrial1 he advance was more than I
town is repeated all over the > anticipated,
country. Yet, oddly enough,
the small manufacturer
doesn't see the analogy be- which indicated the break of
tween his own business and, early June are again making

their appearance. Occasionally
they disappear for a day, or
even a few days. But just
when it begins to look like the
;torm has cleared, they come

up again on the horizon, re¬

minding me of that old cliche
about a cloud ad nauseam.

* 1 * *

I am as anxious to have
them go up as anybody you
know. It's easier to buy them
than to go short of them. I
ion't intend, however, to
[ump in because the pool is
rowded and the invitation
jeems so alluring. ,

—Walter Whyte.
More next Thursday.

• [The views expressed in this
rticle do not necessarily at any
tme coincide with those of the
Chronicle. They are presented as
h.ose of the author only.]

James N. Bay With
Thomas E. King & Co.

(Special to The Financial Chronicle)

CHICAGO, ILL.—James N. Bay
has become associated with

Thomas E. King & Co., Inc., 39
South La Salle Street. Mr. Bay
was formerly an officer of Floyd
D. Cerf, Jr., Co., Inc., and prior
thereto was with Fred W. Fair-

man & Co.

(Continued from page 7)
for you. In this development we
stand today about where you stood
50 years ago when this vast land
of yours was being developed w.tn
the aid of venture capital tio.n
Britain and Europe.
And yet today, in spite of our

relative infancy in development
we are to name only a few—lead -

ing the world in nickel, asbestos
and platinum production, second
in zinc and cadmium, third in gold,
copper and magnesum and fourth
in silver and lead. Need I remind

you of your dependence during

$459 million in 44 : ears, of which
at least half has gjne to Arneri-
jan snarenolders. And so on for

HolLnger and Mclntyre am
Noranaa and Teck - Hughes and
Wright Hargrsaves, to mention
only a few.

What Venture Capital Has
Done in Canada

It was venture or risk capital
that developeu tnese proauceiS, a

goodly portion of it American, and
they nave received tne ftanasome
return in dividends that I just
mentioned of $183 million and

the war on our metal production i capital appreciation running into
for your gigantic arms program, I hundreds of millions of dollars.
May I ask where your enormous Now, generally speaKing, tnese
steel industry will replenish its
rapidly depleting ore reserves, ex¬
cept from the tremendous Labrar-
dor deposits that are being opened
up. And as for atomic energy for

big producers were not drought
into production by large mining
companies, but by prospectors
ana venture capital through the
medium of penny stocks. Cer-

peace or war, consider the tre- 'lainiy. there are risks in penny
mendous sources of uranium and stocks. But the producers of to-
radium in our far North. So far. , day were ; the penny . stocks of
as known you have been unable fo^-yesterday.^777/' ,7/7
discover any in your own country/ Exactly two week wago • today;
We have only scratched the surf/Queraont, selling at7 $13%; per
face and, therefore, Greeley's ad/; share, came into large scale pro-
vice has been changed to * "Go iAuction, with a mill treating 2,000
North young man," and at this tons of ore per day. Four years
gathering I might paraphrase it-ago it was a penny stock selling
further and say "Go North Mr. | at 7:7; ? V;///'.
Security Commissioner and see for 7 Look at its development.-,Ad-
yourself."
Hence beeause of their vital im/

portance to our economy, because
of the tremendous interest in ac-

joining Noranda over $1 million
had been spent in the 20's by an

American v company ! in an at¬
tempt to discover an extension of

that of the company whose
stock is listed on the New
York Stock Exchange. Maybe
it's because the other guy's
garden is always greener.

.■ , 7 # # ' * '•

Last week the market went

up a bit more. For the week
the gain in the industrials was
about two and a half points.
This, added to the rise since
the lows of mid-June (161.60),
accounted for about a ten-

point rise. The interesting
thing about this advance was

that it penetrated the 170 ob¬
stacle, which in turn was a

Pacific Coast

Securities

Orders Executed on •

Pacific Coast Exchanges

Schwabacher & Co.
Members

Ntw York Stock Exchange
New York Curb Exchange (Associate)

Sen Francisco Stock Exchange
Chicago Board of Trade

14Wall Street New York 5, N. Y.
OOrttandt 7-4150 Teletype NY 1-928

PrivateWires to Principal Offices
Sm Fueriifo ■ Santa Barbara
MaatereY"'"Oakland-—Sacramento

T ' Fresno—Santa Rosa

tively trading their shares, and he- Noranda ore bodies. Nor-
because of the necessity for assist- anda's own top." flight engineers
ing them in raising risk or ven-; had ruled against its acquisition
„ure capital one of the distinctive as a property more than likely
features of Canada's largest Ex-.barren of ore.. • •/7/>:7;;Wv.-. 7.7
change is the listing also of cer-J Now may I ask this question;
tain approved companies that are if this stock had come to you for
still in the development stage. i registration at that point, what
I am not here as an apologist would your answer have been?

or pleader for the high pressure, But in 1944 acting on a hunchistock racketeering that unfortu- a geophysical, survey was at-nately makes its appearance^par—tem6 ted from the o£ Lakeocularly when risk capital is being Gsisko duri th freeze-up. This-aised There is sufficient risk in
drilling the first from that un-

properly managed development
work without additional risk be-

ag added by fraud, misrepresen¬
tation or down right crookedness.

Work of Security Commissioners
in Canada

We are satisfied that our var¬

ious Security Commissioners in
Canada are dealing effectively;
with, and weeding out the unscru¬

pulous promoter and racketeer
salesman. And here once again,
although Canadian methods may
be slightly different than yours,
I am unwilling to concede that ourj
Canadian judiciary or regulatory;
bodies take second place to any¬
one in the fairness, efficacy and
permanence of the corrective
measures they are enforcing. \ ; , j
Now, occasionally we notice an

attitude on the part of certain of
your financial writers and author-!
ities that all Canadian mining is;
a snare and a delusion; that as far
as risk capital from your country
going to Canada is concerned,V it
is a one way street.

Nothing could be farther from
the truth. Look at the picture of
U. S. investment capital in Can¬
ada. Officially estimated at over
$2V2 billion, you received last
year a return of $183 million in
dividends or 7.20% and a goodly
portion of that was contributed by
our mines that were the one time

penny speculations.
In my own Province of Ontario

some 44 producing mines have
paid dividends in excess of $% of
a billion, and are owned by 295,0CC
shareholders, of which % or 98,000
are Americans. Dome, one of ou
largest mines, has returned: $7C
million in dividends, and Ameri¬
cans own 55% of its stock. L^k
Shore has paid over $100 million
in dividends, and 31% of i's scares
are held by Americars. Hudson
Bay Mining brought into produc¬
tion and controlled by. American
shareholders has paid ba"k $52
million in 25 years. International
Nickel— a giant amon? world

likely spot, struck ore and re¬
vealed the tremendous ore de¬

posits of Quemont. Such is the
clement of luck—such the element
of risk. '77; 7

Oil Discoveries in Canada

I have confined my remarks
mainly to mining, but oil discov¬
eries in Canada during the past
two years have been very impres¬
sive. A new frontier in oil has
been opened up in Alberta and
nearly every important Canadian
and United "States oil7company
is there with the * cream of its
technical personnel. For years
the Turner Valley was our only
major oil field and .even it had
been on the decline since 1942.
It was only the faith of the Al¬
berta oil men and their expendi¬
ture of much risk capital that
carried them through a series of
disheartening failures. All credit
to them! Eleven years had passed
since : the last discovery of oil
in 7Western Canada. Imperial
Oil alone put .down 114 holes
during that period without a
smell of oil. And then in Feb¬

ruary, 1947 the Leduc field blew
and has since been followed by
others in rapid succession.
Conservative estimates are that

the final recovery may be one
and one-half times that of your
West Texas field. * Actually, your
large American oil companies
consider it a legitimate field for
risk capital, for they are pouring
into Alberta a sum, conservatively
estimated at $5 million a month.
The point I would like to draw to
your attention, as Security Com¬
missioners, is that this venture
capital is of the large U. S. oil
companies and not from the indi¬
vidual American investor, who, as
circumstances are at present, are
not participating in the develop--
ment and therefore cannot par¬
ticipate

^ in the rewards. Surely,
here is a legitimate field for risk
capital. --- --- - r

Canada, hereelf supplies a

mining companies—uls paid back goodly portion of it, but we must

also look to your country as you
looked to Britain and Europe 50
to 75 years ago.

Now what do we find in Can-

i ada? ' /7/ '77' 77 '

Registration of Canadian Shares
in U. S. ;

A growing conviction that it is
practically impossible, practically
prohibitive in cost and time and

energy to have legitimate issues
registered in your various juris¬
dictions. And here I am referring
to the registration of securities
that are listed on the Toronto
Stock Exchange as well as to
legitimate seasoned unlisted is¬
sues. 7,;, ' - .4- • '■ „ ■„

Legal and printing and registra¬
tion costs totaling $3,000, $5„-
000, $10,000, $50,000 and more, re¬
quire just as careful scrutiny and
publicity, in my opinion as exces¬
sive underwriting commissions and
costs. ' '77; 7.7 \ 7 . //'
Registration delays totalling 2,

6, 12 months and more, are un¬
reasonable and impossible to cope
with. ' ■- 27 777/
, Time after time underwtitings
have been entered into, s.ubject to
securing registration in certain
jurisdictions, and have been lost
through delays dragging pn ;fpr
months, that did not always ap¬
pear to be legitimate constructive
investigation. / /./v; .■ ;
It is, ■ therefore, with pleasure

that I have read in your own pro¬
ceedings of last year of your own
recommendations for standardiza¬
tion and simplification of ; your
registration forms. ; , :

Please, do not impede the free
flow of funds so necessary to de¬
velop our resources. Do not ren¬
der us, by regulation after regula¬
tion for each jurisdiction, as pow¬
erless as "Gulliver was by the
strings of the Lilliputians. We
need your investment capital. We
need your risk capital. ;
It is not a one-way street. In

addition to the large dividends
your citizens are receiving, in ad¬
dition to the capital appreciation
they have enjoyed, do not forget
that Canada buys much more
from you than you buy from her.
We are your best customers, and
much of it is machinery and tools
for this very development of our
resources. 7 7 7 7. .

In international trade, in addi¬
tion to the visible items of trade,
are such invisible items as pay¬
ments for services rendered, the
flow of capital, etc. 7; 7
; Gentlemen, as businessmen and
not as Security Commissioners, I
pose this final question to you. r

7 In this world of distrust and
friction and restrictions, •. we are
the last two countries between
which capital may flow. : If Can¬
ada has a trade deficit because
of our heavy purchases from you,
.and that deficit might be :partly
made up by an increased flow of
investment and risk capital from
your country into legitimate en¬

terprises and - developments - in
Canada, is it not good business for
you to encourage such invest¬
ments? i' ■ 7 • ■'/ - 7 V
What does the Stock Exchange

expect from the Security Commis-,
sioners? ; :7777 .77/
A sympathetic understanding of

these problems in developing our

resources, resources, which you
require for the preservation of
your economy as much as we do
our own. It is definitely not a

one-way street. 7 ; , *

Cameron Forms Firm for

Stockholders Relations V

Philip G. Cameron, formerly of
Cameron, Shanley & Wells, Inc.,
has established the firm of Philip
G. Cameron with offices at 140

Cedar Street, New York r City.
The new firm will provide ia
service in stockholders' relations
and proxy solicitation. - ,
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AsWe See It
(Continued from first page)

in business to bolster the Fair Deal program developed
last autumn and repeatedly defended and urged since
that time. It has been a foregone conclusion for some
time past that some such course as this would be taken,
and, apparently, the belief that the choice of this line of

. policy rather than a demand for revolutionary new
"anti-deflation" measures is somehow encouraging
seems to be widespread. •

A Deadly Poison
We, for our part, find it difficult to agree With this line

of reasoning. We, of course, have no way of knowing pre¬

cisely what the President would have recommended had he
decided to try his hand at performing economic miracles
overnight, and hence can scarcely judge what the conse¬

quences of any such attempt on his part at this time would
have been, but there is an abundance of economic poison
in the message as delivered. It is, admittedly, for the most
part the same venom that has characterized the Fair Deal
from the beginning, but it is poison just the same and it is
deadly. - •

Moreover, its display at this particular moment
lends to it a great deal more than ordinary significance.

'

"To restrict business investment," says the President,
<i "curtail production, reduce employment or slash wages,

because our economy has declined somewhat, would <

only serve to drag us further downward. But if in every

; field of action we do the things that are consistent with
v> a strong and growing economy, we will have a strong

and growing economy." Here is an extract from the eco¬
nomic message which is so nearly the heart of the entire
document, that, far from being merely a sentence or two

> quoted out of context, it could, in a very real sense, he
regarded as expressing in very few words the jbasic
philosophy of the President's current position. v

Dangerous Course • 7v —*

We are not for the moment concerned with the eco¬

nomic nonsense thus given formal and official expression.
The Chief Executive comes dangerously near saying—if
indeed he does not actually say—that if we all only pretend
hard enough that everything is just as it should be in busi¬
ness everything will actually be just as it ought hi fee. This
typical Alice-in-Wonderland type of reasoning; would be
quite amusing if it were not given such dangerousuoppor-
tunity to injure us all when employed in such high and
influential places. In the event, it is serious enough^ in all
conscience—serious because it is having such a ,vitat influ¬
ence upon current events. . y/

- One needs hut to cast his eyes back over the past
; half-year to see just how permeating and how; fruitful
v of harm these doctrines have become even in thatJbrief •:
'

space of time. As the early weeks of this yeaF passed ;

; into history, it became more or less a foregone c^nclji-^
sion that what has come to he known as a "fourth round

! of wage increases" this year was out of the question, t
]: what with business activity, employment and profits !

'

definitely on the decline. As the situation continuously
; worsened, and as the pace of the downward drift accel- *

:, erated, even the more aggressive labor leaders appeared ,

to he more arid more in doubt as to whether theje wa»
. very much that they could wring from management thix 4
, year—even when attempt was made to disguise rising
< wage costs by calling them something other than wage
,:i increases. ■;■

The Farmers, Too
^

The farmers, too, were giving little indication that they
felt that they could expect a great deal more from the public
purse in the then current situation. They were benefiting
immensely from "price supports" — a polite term for sub¬
sidy — and, while they were as might be expected far from
happy about things in general, they seemed to think that
with tax receipts declining, business generally on the down¬
grade, unemployment - rising in many industrial centers,
they were not in a very good position to demand more from
the public trough. At leasts that appeared to the political
layman to be the view of the farm leaders. .*>. v,» -

So also was it with the numerous others who have -,4

long been clamoring for a larger and larger measure of
generosity at Washington for themselves. The "economy
drive" in Congress was never very much more than

!' "talk," but to many it appeared to preclude-any great
'

increase in either public expenditures or in promises
of future expenditures. The President's Fair Deal pro¬
gram, which at so many points called for greater prof-

'

ligacy, was generally viewed as having lost caste very

badly,- Indeed, many were expressing the opinion that

the President himself had all hut given up hope of get¬
ting much more from the 81st than from the 80th Con¬
gress. The outlook had evidently changed drastically,
and apparently it had more or less correspondingly al¬
tered the view of many among the leaders of the land.

Cause and Effect

But the President, often in shirt sleeves, and always
informal in addressing Tom, Dick, Charles, Harry, John,
Mary, Julia, and Eliza; had toured the country last summer
and autumn preaching doctrines which many in high quar¬
ters had forgotten, but which apparently the rank and file
in the street and on the farm stored away carefully for fu¬
ture use. Wages must, of course, never be permitted to de¬
cline. Indeed they must keep right on going up indefinitely
as the prosperous corporations—and to many of his listener"
if not to the President himself corporations are alway.
prosperous—learned to do things cheaper and cheaper re

gardless of what the wage earner did or did not do. Th
farmer must never suffer any material reduction in his in
come, or else he would not be able to buy freely of whai
industry offered him. All consumers must have their pur¬

chasing power "protected" by every and all means, including
social insurance, a determination on the part of the em

ployer to keep his payrolls pp regardless, and in varioui
other ways. And so forth to the end of the tale.

i Now it has become evident in recent months, par¬
ticularly in recent weeks, that the rank and file of union

j members took all this quite seriously, and have no in-
» tention of making any concessions to any one if they
j can help it —- and that quite regardless of the views or

: advice of their own leaders. Union official after union
official has of late been obliged (in his own view) to
climb aboard insurgent rebellions. And now again the
President, this time in a formal message to Congress,

■

: gives utterance to notions which can scarcely be re-

j garded as other than full support to these insurgents,
r'' The "fourth round" situation has now taken on a totally
different appearance, and it is very difficult not to
suspect that the President is happy about it.

The situation has not as yet so fully clarified itself in
other directions, but it is almost unanimously reported that
the "Brannan Plan" is now much stronger than it was. Time
only will tell how much further all this will go, but the
moving hand hath writ-
dent.

-and it was the Hand of the Presi-

The Coming Stock Market Rise
(Continued from page 2)

. i.-! i> j z i * :;,c it v.H iii- t •? i i i ,'r •. -r\i

on the business and market pic¬
ture in the past 12 months.

(6) Finally, the threat of a real
showdown as to the inevitable
devaluation of foreign currencies
seems to have been postponed un¬
til fall. It is questionable as to
whether the devaluation of the
pound will have a serious effect
on our business picture, particu¬
larly since our balance of exports
has been geared to the amount
of money we have been willing
to give away, and the amount of
dollars which foreign countries
could obtain through exports or
other means. However, as long as
the public believes that devalua¬
tion of foreign currencies would
hurt business, such a move would
have a psychological effect, at
least on the stock market.

\\ Wall Street Psychology
' I might add one more reason for
being optimistic on the near-term
outlook, and that is the implica¬
tions of certain studies which I
have been able to develop in New
-York on Wall Street psychology.
These studies are based primarily
on the correlation between senti¬
ment and market action, weighted
according to the record of indi¬
viduals in the past. It takes into
account the fact that many people
tend to become progressively
more bullish as the market ad¬
vances, and progressively more
"cautious" as the market declines.
This index gave a definite warn¬

ing that optimism was being over¬
done in the spring of 1946, but
since the first of June (when the
Dow-Jones Industrial Average
closed at about 168), it has been
indicating that the possibility of a
20 to 30-point rise in the Dow-
Jones Industrial Average is much

■ 2 f i » .j,?-'''-

greater than the danger of any¬

thing more than a 5 or 10-point
decline. -

Less Important

This appraisal would not b<
complete without mentioning th<
bearish factors and explainin
why I do not believe that the.
are as important or dominant a

the reasons given for being bullish
at this time. ^

Probably the most importan
bearish factor is the long-tern
trend toward Socialism in thi:

country. However, there is a dan¬
ger of confusing this long-tern
factor with intermediate influ
ences. I recall that a great man;
people were extremely bearish h
1933 and 1934 because of the firs

signs of a shift from orthodo?
politics and economics toward «

labor - dominated and "managec
economy" approach introduced by
the New Dealers in 1933. Thi:
did not prevent our having a ris
of more than 100% in the marke
between 1934 and 1937, and an ad
vance of equal magnitude follow
ing the outbreak of war in 1941
It is quite true that the so-callei
New Deal, or, if you wish, Fai
Deal, will probably lead to a grad
ual decline in the standard o

living in this country. However
our Labor Government is com

mitted to maintaining a high leve
of employment, and no way ha
been found as yet to prevent wei
rhanaged companies from earnhr
substantial profits under condi
tions which make possible a hig
level of employment.
Another widespread reason fo"

the bearishness which has beer
so general ever since the stock
market first declined to about the
160 level in October, 1946, is the
expectation of a downward spiral

in bus ness and commodity prices
siu.ilar to that experienced in -

1920. Our basic financial condi¬
tions are so very different from
these of 1919-1920 that I have

at^e to agree with the
forecasts of an imminent postwar
depression which has been so

widely predicted every time the
• o uaaserial Average has

decl'ned into the 160-170 zone. As
far as the near-term outlook for
business is concerned, I can con¬
ceive the possibility of a further
extension of the recent readjust¬
ment in business activity, without
being bearish. After all, stocks
have discounted a great deal when
so many issues are selling on a

yield basis of 8% to 10% and at
50% or less of the highs touched
in 1946. *

Fear of War

A third reason which has been
advanced in defense of the bearish

point of view is the fear of war ,

with Russia. This fear has been

encouraged through White House
propaganda every time that Con¬
gress has balked on any proposal
for more spending either for the
armed forces or for European re¬
lief. I am not an authority on ■

foreign affairs, but I am inclined
to go along with the students of
European affairs who tell us that
a shooting war is not likely before;
1951, at the earliest, and that
there is a reasonable chance that ,

a shooting war can be avoided
for at least another decade.
In .closing, I would like to add *

that I think it is necessary to
limit judgment on the market to
a fairly short period of time,
partly because of the uncertain¬
ties due to the importance of po¬
litical decisions under current
conditions. Furthermore, we
shoulid not overlook the fact that
in the past two years all but one
or two points of the entire moves
from the lows to the highs for the,
year have been accomplished, in
each year, within periods ranging
from 10 to 14 weeks. Going back
to 1946, we find that almost all of
the bear market of that year oc¬

curred within a period of less than
three months. Under today's con¬

ditions of highly regulated mar¬
kets and fast - moving develop¬
ments, the best we can do is to
try to avoid buying, on balance,
except during periods of weak¬
ness in the market as a whole,
and to limit purchases to indi¬
vidual stocks which are selling
at prices that are very attractive
from at least three or four dif¬
ferent points of view. The situa¬
tion will bear close watching, and
it is quite possible that a reversal
of the basic bullish position which
I believe has been justified since
October, 1946, may prove to be
in order by some time this fall.
If surface indications are ex-"

tremely bullish at that time, and
particularly if public optimism is
as widespread as it was in the
spring of 1946, it will be especially
important to review the market
outlook with the benefit of inter¬
mediate developments.

Rieth & Co. in Phila.
(Special to The Financial Chronicle)

PHILADELPHIA, PA—Albert
Rieth will shortly form Rieth &
Co. to engage in the securities
business. Mr. Rieth was previously
with Charles A. Taggart & Com¬
pany, Inc.

With State Bond & Mtg.
(Special to The Financial Chronicle)

NEW ULM, MINN.—Richard K.
Steffen has been added to the
staff of State Bond & Mortgage

Co., 26*& Minnesota Street.

With King Merritt
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN—Floyd
A. Hair and Arthur Schalin are

with King Merritt & Co., Inc.,
Pencp Building.

x, JIM
i. ri 'x.s^S
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Indications of Current Business Activity:
The following statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are either for the week or month ende d on that date, or, in cases of quotations, are as of:that date) :

AMERICAN IRON AND STEEL IN8TITUTE: *

Indicated steel operations (percent of capacity) -----

Equivalent to—
Steel ingots and castings (net tons)

4 Latest
, , Week *

July 24 73.3

July 24 1,443,500

AMERICAN PETROLEUM INSTITUTE: . < ' ;
Crude oil output—daily average tools. of 42 gallons each) 0
-Crude runs to stills-—daily average (bbls.) 1— -July 9

, 'Gasoline output (bbls.)____._—•9
Kerosene output (bbls.)— ———July 9
Gas, oil, and distillate fuel oil output (bbls.)—, —July 9
Residual fuel oil output (bbls.) . JU*y 9
Stocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at— -July 9
Kerosene (bbls.) at — — July 9

- Gas, oil, and distillate fuel oil (bbls.) at July 9
Residual fuel oil (bbls.) at ——— July 9

ASSOCIATION OF AMERICAN RAILROADS;
Revenue freight loaded (number of cars)—— > —July 9
Revenue freight received from connections (number of cars)—.-July 9

#

• ! ' *' ■ • *4 J '/'* w ' • v

-CIVIL ENGINEERING CONSTRUCTION— ENGINEERING NEWS- *
; RECORD;

,

, Total U. S. construction July 14
Private construction — — —— July 14
Public construction ——July 14

„ . State and municipal — —July 14
^ Federal —— — —-—— July 14

COAL OUTPUT (U. S. BUREAU OF MINES);
'Bituminous coal and lignite (tons) ————

.Pennsylvania anthracite (tons)— ——
• Beehive coke (tons) i

July 9
——July 9

.-Jul/ 9

'A ran eaq

115,201,000
* JUO

1,536,000
5,768,000
7,Win,000

113,763,000
24,055,000
66,623,000

67,136,000

595,321
456,614

$190,346,000
61,463,000
128,878,000
87,408,000
41,470,000

4,885,000
'

848,000
'

: 1G,800

Previous
•

Week ...

77.3

1,434,300

4 giq

- 5,241,000
lbt493,UU0
1,574,000
5,440,000
7,733,030

114,000,000
23,617.000
64,587,000
65,741,000

644,182
559,030

$133,526,000
42,884,000
95,642,000
64,839,000
30,803,000

♦1,310,000
63,000

•V. *19,400

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- >
/ TEM—1935-39 AVERAGE=100 -,i- ——-July. 9 - 2'0it x s *230

Month .

- Ago

84.4

1,555,900

4 qn< ci)

5,153,000
17,641,000
1,617,000
5,711,000'
8,.>05,000

117.484,000
22^)06,000
60,402,000
65,901,000

601,157
609,435

$150,842,000
71,415,000
79.427.000
62 029.010

17,398,000

12,960,000
1,326,000

■„ 102,000

288

Year

Ago

93.1

1,673,106

55.791,000
518,244,006
52,023,000
57,438,000
59,^4x,00c

51C2.948.00C
519.235.00C
550.608.00C
532,335,006

755.10C
558,399

$126,589. OW
60,739,00(
65,790,000

15,246,000

9,841,00'
846,00-
51.20C

21'

EDISON ELECTRIC INSTITUTE:,
.Electric output (in 000 kwh.i———

FAILURES... (COMMERCIAL AND INDUSTRIAL).
8TREET, INC. ——— —

July 13 5,342,107 - 4,982,173
■

5,372,600 " 5,197,45.

IRON AGE COMPOSITE PRICES:
Finished steel-(per lb.)—.
Pig iron (per gross ton)
8crap steel (per gross ton)

METAL PRICES (E. & M. J. QUOTATIONS);
.Electrolytic copper—

.

Domestic refinery at_ — ———

* Export refinery at_. —-

Straits tin (New York) at— ;—-—
Lead (New York) at- ——a—

Lead (St. Louis) at —_—

'Zinc (East St. Louis) at- — ——

MOODY'S BOND PRICES DAILY AVERAGES;
U. S. Government Bonds;—*
Average corporate
Aaa ——-i——-—
Aa —2—

Baa

Railroad Group —

Public Utilities Group
Industrials Group ——

-DUN & BRAD- ... r ~
——July 14

— July 12
J July 12

July 12

July 13
—July 13

——July 13
iuiy 13

— July 13
— July 13

jufy 19
—i-——itJuly 19

July 19
—July 19

July 19
—July 19

July 19
July 19
.July 19

'

107

13.705C
$45.91
$19.33

/ 17.325c ii
17.550c

103.000c'
14.000c*
13.800C -

, 9.000c

153 196 9!

3.705c ' > 3.705c 3.211c

$45.91 / < ■ VtMtf

$19.33 ; ' $20.92 $41.0t

'*', • 4 *7*.; '■

16.525c V:' ;vv!..16.575ci
"

f 21.200
15.925c , 16.425c 21.475
103.000c

,
/103.000c 103.000

12.000c - 12.000c 17.500
11.850c V 11.850c 17.30CK

9.000c ' ; 9.500c 12.000

10^41;; 103.37 101.66 i ;

• : C. 'fi '/,'. f ■

> T 100.8
113.70 113.50 112.93 V //:■/■ 112.3'
119.82 119.41 118.80 116.61

118.00 117.80 117.40 V115.0^
112.56 112.56 112.19 111.62

105.17 104 83 , 104.48 106.32
107.98 107.62 107.80 103.16
115.24 115.04 114.46 112.5.

113.20 117.80 117.40 / 116.4

MOODY'S BOND YIELD DAILY AVERAGES;
U. 8. Government Bonds .July 19,
.Average corporate ; _• July 19'
Aaa — ; i—July 19
Aa -July ID
A — i July 19
Baa •. — July 19
Railroad Group — ; —— - —. —. July 19
Public Utilities Group— 1 — July 19
Industrials Group - JUly 19

MOODY'S COMMODITY INDEX ™ July 19

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons) -! —... :

Production (tens) —

Percentage of activity . a
Unfilled orders (tons) at— ——

■try: .July 9
.Jv'y 9
.July 9
./u/ a

2.25 •

. ' 2.26 2.38 /' 2M

2.97 2 93 3 01 3.0'

2.66 2.68 2.71 2.82

2.74 2.76 2.78 2.90

3.03 3.03 3.05 "3.08

3.44 3.46 3.48 3.37

3123 3.30 3.29 \ 3.27

2.89 3.90 2.93 3.03

2.74 2.76 2.78

342.4 337.9 337.1 431.6

104,809 161,576 153,108 ' 123,790
73,941 153,817 165,729 103,114

35 75 79 56

278,1-4 •243,29/ 272,243 393,91t

128.0 127.0 128.3 145.2

13,389
384,439

$14,0 i*,u42

12,974
154

12,820
302,153

6,600
345,553"C

$11,265,509

•; 123,730

123*730

162,630

14,062
388,337

$13,8o4,^53

13,717
141

13,576
333,141

5,577
357,564

$16,678,126

108,400

103*400

160,410

16,730
454,131

$16,766,078

15,119
215

14,904
421,104

' 7,803
.3 ; 413,296
$14,350,763

146,480

146*480

154,820

20,584
617,892

$25,022,403

"'■* 21,68:
8

21,60
589,08'

'

2,97
586,10

$21,961,29.'

183,320

173,32C

183,91(

OIL, PI INT AND DRUG REPORTER PRICE INDEX —1926-36
, AVERAGE=100 —July 15

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK

. EXCHANGE—SECURITIES EXCHANGE COMMISSION: t

Odd-lot sales by dealers (customers' purchases)—
Number of orders^— July 2
Number of shares —July 2
Dollar value ju.y 2

Odd-lot purchases by dealers (customers' sales')—
Number of orders—Customers' total sales July 2
Customers' .short sales - l ; - July 2
Customers' other sales— - „ July 2

Number of shares—Customers' total sales— — July 2
Customers' short sales _j—: —'uly 2

- Customers' other salesJ—i , i— hily.-Z
4'

Dollar value ——'
- July 2

Round-lot sales by dealers-
Number of shares—Total sales — —: —July 2
Short sales .July 2
Other sales .July 2 ,

Round-lot purchases by dealers—
Number of shares * July 2

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR—
1926=100: *

All commodities — July 12
Farm products ^ —July 12 '

/ Poods juiy 12 '
All commodities other than farm and foods— 1 July 12

'

Textile products — -July 12
Fuel and lighting materials L ^ July 12
Metals and metal products July 12
Building materials July 12
All other Juiy 12

Special indexes— , ■ ■ ' *■' ■ ;
Grains July 12 156.5 153.2 157.2 192.9

f Livestock - —i ~I I" juiy 12 203.8 206.7 213.1 . 280.0
1 . Meats - _july 12 228.0 224.0 231.5 273.1

Hides and skins—. ! July 12 179.5 181.6 190.0 217.5
♦Revised figure. Ulncludes 484,000 barrels of foreign crud: runs. §Not comparable with other periods which are on new

twisis of reporting in California. Principal changes exclude cracking stock from distillate and residual fuel oils. tThe weighted
finished steel composite was revised for the years 1941 to date. The weights used are based on the average product shipments foi
the 7 years 1937 to 1940 inclusive and 1946 to 1948 inclusive.

NOTE—The National Fertilizer Association has decided to d ^continue publication of its weekly wholesale commodity pricf
Aodex. It will, however, continue to compile monthly indexes co ering mixed fertilizers. . • i^

'

• j i u m v h i r.: • i i, j.. i. i : ; '», » j:1 • „• «'•» j* v t't;;; 'j t * • •« "• «-

154.2 . " 152.7 154.6 169.f

163.5 165.6 169.6 198.E

164.2 161.3 163.4 189.7

145.1 144.5 145.6 150.3

138.6 138.3 138.4 149.5

130.6 130.6 130.6 135.1

167.6 165.6 166.2 159.4

190.1 - - 189.9 192.5 199.1

124.8 124.6 127.1 135.6

ALUMINUM WROUGHT PRODUCTS (DEPT.
OF COMMERCE)—Month of May:

• Total shipments (thousands of pounds)^

AMERICAN IRON AND STEEL INSTITUTE: 1
Steel ingots and steel for castings produced

I.. (net tons)—Month of June
Shipmehts of steel products, including alloy
and stainless (net tons)—Month of May^„

\ . ... f t » ■ » ; r. ...

AMERICAN TRUCKING ASSOCIATION— '

Month of May:

Number of motor carriers reporting———
Volume of freight transported (tons)_ 1—

COAL EXPORTS (BUREAU OF MINES)—
Month of May:

U. 8. exports of Pennsylvania anthracite *

; (net tons) —
*

To North and Central America (net tons)
To South Ameriea (net tons)———

: To Europe (net tons)____„ —— *
To Asia (net tons)—

I To Liberia (net tons) :—

COPPER INSTITUTE— For month of June:
: Copper production in U. 8. A.—

Crude (tons of 2,000 lbs.)_!
/ Refined (tons of 2,000 lbs.)_ ;

Deliveries to customers— f -

In U. 8. A. (tons of 2,000 lbsi) ——

; Refined copper stocks at end of period (tons
of 2,000 lbs.) —

FABRICATED STRUCTURAL STEEL (AMER¬
ICAN INSTITUTE < OF STEEL - CON->
STRUCTION)—Month of May: ..

_

i Contracts closed (tonnage)—estimated—
Shipments (tonnage)—estimated-f-.,^—

Latest..,
Month

89,029

6,501,332

5,234,862

323

3,043,781

616,931
358,658

33

195,297
62,943

71,606
•92,118

45,653;

166,925

115,903

> 167,976

Previous v-jf
-Month -

105,735

t" ' V•'

•7,589,722

5,596,786

-*3,040,830

424,145
•266,626

157519

« *81,258
98,139

.;---(:J;32,56S ;

*128,441

••'•V ' *98,629
*179,059

FREIGHT CAR OUTPUT—DOMESTIC (AMER-
t ICAN RAILWAY CAR INSTITUTE—Month ^

■ of June: " ' '*

\ Deliveries (number .of cars)___J.' 9,l2i:i
1 Backlog of orders at end of month:(number ; • *

of cars) J,—''42,813 *:

MAGNESIUM WROUGHT PRODUCTS (DEPT. * . ,

I OF COMMERCE)—Month of May:: ,:C:;..
Shipments (in pounds) —

9.525

3 t 52,281

^..7 v.,;.

756,000 537,000

METAL OUTPUT -/(BUREAU OF MINES)—
'

Month of May: . -

! Mine production of recoverable metals in
the United States: *-

; . Copper (in short tons) zi
Gold (In fine ounces) ;
Lead (in short tons)

? Silver (in fine Ounces)
Zinc (in short tons) ——

BUSINESS INVENTORIES, DEPT. OF COM¬
MERCE—Month of May (millions of $):

Manufacturing ; —„

Wholesale
...

Retail

67

150

36,
3,517,

53

305
941

366

035

,769

- - -*72,657
"•163,456
"

*37.272
♦3,481,095

*58,285

Year >
.

Ago J '

133,285

7.265,249

5,321,375

323

3,032,176

628,255 »

421,343 «•
•

. . - 1 -

206,911 "

87,678
105,221

112,677

72,315

141,764
136,915

"r" '

Not avail.

V ' 122,181

448,000 i

'

-74,779 '

155,555
, 33,263/
3,280,285

51,927 •

Total

CONSUMER PRICE INDEX FOR MODERATE
INCOME FAMILIES IN LARGE CITIES
1935-1939 — 100— As of May 15:

All items ;

All foods

Cereals and bakery products
Meats —

Dairy products

Fruits and vegetables
Beverages : 1 —

Fats and oils — i
Sugar and sv;eet3— — ^

Clothing 4,., ■

Fuel, electricity and refrigerators——
Gas and electricity.™ ——„

Other fuels
*

Ice —w—:

Houscfurnishings * ;

Miscellaneous 1

$30,823 $31,266 , $29,437
7,884 '

"
•

8,152
- *'

7,801
13,831 -V 14,344 13,992

$52,538 • $53,762 $51,230

"jf;

169.2 169.7 170.5
2C2.4 202.8 210.9
170.1 170.3 171.1
232.3 234.4 244.2
182.6 " 184.9 204.8
190.9 >-• 183.8 184.9
220.7 :• 218.6 218.0
207.2 208.2 204.6
144.4 149.8 196.6

,,176.1 176.2 173.0
191.3 192.5 197.5

... 120.4 120.3 116.7
135.4

'

137.4 131.8
96.9 1 96.8 94.1
182.7 187.8 178.5

. 140.1 -■=. 140.5 . ' 133.7
189.5 • 191.9 - 193.6
154.5 154.6 147.5

LIFE INSURANCE—BENEFIT PAYMENTS TO
POLICYHOLDERS—INSTITUTE OF LIFE ! ^ '
INSURANCE—Month of May:

Death Benefits ; $119,043,000 $124,889,000
Matured endowments 37,318,000 37,960,000
Disability payments — 7,385,000 8,013,000
Annuity payments 19,998,000 19,256,000
Surrender values ., " 48,593,000 48,837,000
Policy dividends 42,061,000 46,348,000

$109,455,000
■> 32,986,000

7,472,000
18,164,000
36,090,000
40,377,000

Total $274,398,000 $285,303,000 $244,544,000

MANUFACTURERS' INVENTORIES & SALES
' (DEPT. OF COMMERCE)—Month of April

(millions of dollars):

Inventories:

Durable 1
Nondurable

Total

Sales

'

\. ' V

'' '
•'■;;

$15,153 $15,230 '■* $13,692
16,203 16,513 15,469

$31,363 $31,793 $29,161"
- 16,737 18,107 17,229

MOODY'S WEIGHTED AVERAGE YIELD OF
290 COMMON STOCKS—Month of June:

Industrials (125)

FoU'-ads"'?5)
Utilities (25)
Bunxs (15)
Insurance (10)

Average yield (200)

UNITED STATES EXPORTS AND IMPORTS-
BUREAU OF CENSUS — Month of May
(000's omitted):

.

Exports
Imports _!

UNITED STATES GROSS DEBT DIRECT AND

GUARANTEED—(000's omitted):
As of June 30

General fund balance

7.22

9 2S

6.33

4.76

3.52

7.00

$1,077,200
533,400

7.29

8.91

6.26

4.75

3.33
7.04

$1,148,300
.539,400

5.30
5.30
5.68

4.54

3.34
5.31

$1,102,000
549,423

$252,797,635 $251,912,480 $252,365,707
3,470,403 3,162,635 4,932,021

Net debt • ^ $243,327,232
Co—>"^d pnnT'Ri interest rate — 2.236%

. „ , »Revised figure, t - T , .. f.
j:.r-t t

$243,749,845
2.234%

■*; ^ {•
t * i ! '? 2 ! *"* f •

$247,433,683
2.182%
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Tinman Program Dangerous! Robert Nathan Wage Reports—Errors and Fallacies
(Continued from page 6)

do not pay a direct income tax as

they are on the income taxpayer.
Mr. Truman said "Businessmen

should take advantage now of op¬
portunities for modernizing their
plants and for new business in¬
vestment" but taxes are so heavy
that any man who takes a risk
and succeeds will have to pay the
Goverment a large proportion of
his profit, whereas if he loses he
loses his own money. To maintain
full employment Mr. Truman ad¬
mits that there must be a con¬

stantly expanding economy. New
plants, new services, new ma¬
chinery and more jobs. But if
taxes are so heavy as to discour¬
age all investment there will be
no expanding and there will be
fewer jobs. <; If taxation becomes
too heavy the Government will be
forced to take over more indus¬

tries, and finance expansion itself.
With more expense to the Gov¬
ernment and a smaller private
industry to pay the tax bill we
will soon reach a point in which
the Government alone can oper¬
ate industry. Excessive taxation
is about as certain a way to so¬
cialize the country as any other
way. ' YY''1 cYg./p

"Purchasing Power" Theory
Erroneous

Mr. Truman says that his pro¬

grams are supporting "purchasing
power" because the Government
is paying out a lot of money. If
the Government would let the

people keep their money instead
of taking it away in taxation you
would have just as much purchas¬
ing power and a lot more freedom,
because you would spend your

money for what you want instead
of having the Government spend
it for services which you may or

may not want and may never re¬
ceive. The prosperity of this coun*

try has been built not on Govern¬
ment spending but 7>r. the vast
market for goods provided by
140,000,000 independent Ameri¬
cans. No — we have reached a

*point where increased taxation
will prevent the very prosperity
necessary to produce the taxes.
We have come to a point where
we must determine the limit of
our tax burden and then cut'our

expenses to meet our income and
pay something on the national
debt. Every individual in/ this
country has to give up things he
would like to have because he
hasn't got the money to pay for
them. The Government is no dif¬
ferent from any individual.

Government Can Cut Expenditures
It is complete nonsense to say

that the - Government cannot cut
its expense. There is not a bureau
in Washington which couldn't cut
out 10% of its personnel and be
more efficient. There are lots of
desirable-, projects, some of;them
we could do without and every

one of them can be cut. An aver¬

age 10% reduction would balance
the budget. Any President except
one obsessed with the panacea of
Government spending would have
cut his budget to meet the reve¬
nue provided by the people. Y

!;•' President Truman blames Con¬
gress for not cutting the budget
more than it has. When we ad¬
journ there will be /substantial
cuts in his recommendations but
we should have done a much bet¬
ter job. Unfortunately, whenever
any economy is proposed the
President and his departments
rush to the public with their
propaganda and stimulate a senti¬
ment in favor of that particular
project. Many people who are in
favor of economy in general in¬
sist on their favorite spending
proposals. Many of them today
insist that we increase President
Truman's budget by a %\l/z billion
this year and many more billions
in the future to build up the
armies of every country in West¬
ern Europe. The welfare of the

world depends more than any
other one thing on-the prosperity
of the United States. We cannot

afford to wreck it by going too far
in subsidizing the entire world.
The 80th Congress reduced taxes

by $5 billion and took 7 million
taxpayers among the lowest in¬
come groups off the income tax
rolls altogther. They did it be¬
cause they determined that the
then existing tax burden was dan¬
gerous and a threat to future ex¬

pansion. The President refused to

accept that judgment of the peo¬
ple and now insists on a deficit
spending policy when the country
is enjoying an average prosperity.
If we wTish to recover from the

present recession, if we wish to
get back to full employment and
a steady annual increase in the
standard of living, then the first
firm foundation must be a solvent
efficient Government spending
economically for those projects
which the people can afford and
which they approve. That spend¬
ing must be within the means of
a private enterprise system and
not so great as to destroy the free¬
dom and liberty which alone can

make that system succeed. Con¬
gress disagrees with Mr. Truman
because they represent the belief
of the American people that Gov¬
ernment shall be the servant of
the people's interest and not their
powerful dictator.

Not a Negative Congress "'"i
The present Congress is not a

negative Congress although its
great merit will be that it has pre¬
vented changes which would af¬
fect the whole nature of our Gov¬

ernment and the character of the
American republic. Affirmatively
its program is (1) reduce expenses
and avoid a tax increase; (2) adopt
a welfare program to give Federal
aid to States to help them do a
better job in education, health,
housing and relief. This whole
program would cost about a tenth
of .. the President's compulsory
health insurance alone. (3) Re¬
vise the Taft-Hartley Act to cor¬

rect those features to which sound

criticism has been directed but
retain its basic principles of equal
collective bargaining and union
responsibility. The Senate passed
that kind of a bill. (4) Maintain
our aid to foreign countries but
only td the extent absolutely es¬
sential to maintain peace without
sacrificing the liberty and the se¬

curity of the United States. V .

We have an educational job to
teach the people what the admin¬
istrative program really means.
We have a job to convince them
that no central Government can

cure all the ills of the people, par¬
ticularly by spending more money;
that no central Government knows
better than the people themselves
what is good for them. Congress
is fighting for the cause of free
government, the cause of liberty,
the cause of our local communi¬

ties, our farmers, our workmen,
our businessmen, to live their
lives as they want to live them,
the cause of the American re¬

public. * ' ' " ; Y ■ ■ .. V .

(Continued from page 3)
dismal results. Every corporation
is a little PWA when it uses its
reserve cash for exansion or for
mitigating unemployment. How¬
ever, such private PWA ultimately
produces revenue instead of eat¬
ing taxes, as the public PWA.
A fourth, round of wage in¬

creases would aggravate the al¬
ready great differential between
earnings of brain and brawn. In
Detroit, porters are earning more
than school teachers. In Los An¬
geles, the laundress in a hospital
receives more than the resident
physician. In New York, truck¬
men delivering newspapers earn
more than the reporters who
write the news and thus create
the truckmen's jobs. Unorganized
professional classes, physicians,
lawyers, ,• civil engineers, earn

average wages, in many cases,
substantially less than laboring
men whose preparation for work
is brief and insignificant by com¬
parison. How long can this trend
continue?

Nathan's Errors and Fallacies

The basic statistical error is that
Mr. Nathan's reports are based not
on the decade 1930 to 1939 but on
the high activity of the war pe¬
riod, 1939-1945, and the high ac¬

tivity of the post-war period,
when deferred demands were

creating super-normal business.
Everybody now knows that the

steel industry will decline. Pro¬
fessional economists predicted this
many months ago. New orders for
heavy industry have been declin¬
ing steadily for over a year. These
are compiled monthly and pub¬
lished late by the U. S. Depart¬
ment of Commerce and are com¬

piled weekly and published
promptly by the Econometric
Institute of New York. The Bul¬
letin of the Ameri&m Institute of
Economic Research, published at
Great Barrington, Mass., ' corre¬
lates metal prices and steel pro¬
duction since 1900. A break in

scrap metal prices is invariably
followed by a decline in steel pro¬
duction. / 'Y ;.■/< #

The President's Council of Eco¬
nomic Advisers and finally the
President himself admitted that
business is receding but appar¬
ently the CIO wishes to raise
w£ges now before it is too late.
Therefore, Mr. Nathan after ad*
mitting that business is in a down¬
trend, asks for a wage increase
nevertheless. This is indeed a

novel concept. The hitherto ac¬

cepted theory was that when peo¬
ple could no longer buy at the
prevailing price, they might buy
at a lower price. Therefore, mer¬
chants with heavy inventories
slash prices to move them. Any
merchant that would raise prices
in face of a declining demand
would be regarded as quite irra¬
tional. That is precisely what Mr.
Nathan < recommends. He would
raise wages when there is a sur¬

plus of labor and when selling
prices are falling.
Mr. Nathan's basic fallacy is

that he takes the tail-end indus¬
tries which habitually hold up
until a recession is well under

way, like automobiles and steel.
The depression began early in tex¬
tiles, leather and shoes, household
furnishings, radios, electrical ap¬
pliances, movies, tires,, .retail
trade, air transport and shipping.
In all these industries there was

early overproduction, price cut¬
ting. unemployment and declining
weekly earnings. The steel and
automobile industries will catch

up in this parade of declining in¬
dustries. The fact that the steel
and automobile industries still
show profits merely confirms that
they always lag in the business
cycle.
Robert Nathan should not base

future high wages on past high
profits. A chauffeur driving a

car looks at the road ahead, not

behind; whither he is going, not

whence he came. Profits represent
past operations but wage rates
determine future operations. The
Federal Reserve index has already
declined in the first half of this
year from 195 to 175. This decline
was forecast accurately by the
Econometric Institute on the
basis of the decline in new orders
received weekly. The stock mar¬
ket attempts to adjust to the fu¬
ture and not to the past. A wise
labor leader and a sound labor
consultant should do likewise. Is
this the time to raise costs?
Unions in other industries, like
cotton textiles, have twice had
their demands rejected by impar¬
tial labor boards and in one case,
a woolen textile union refused
even to demand a wage inrrease.
Mr. Nathan urges another

fallacy. He cays that a wage in¬
crease for . tne few 1 organized
workers is better than a price de¬
cline for the many unorganized
consumers.' This argument re¬
ceives acceptance in high political
quarters only because the steel
workers, though relatively few,
are organized as a pressure group
whereas the consumers, though
many, are unorganized and feeble.
How will a rise of wages of steel
workers increase the purchasing
power of a farmer buying a new
tractor or a physician buying a
new automobile or a postman's
wife buying a new electric iron?

Mr. Nathan is repeating the ar¬

guments presented in 1945 and
1946 by government economists.
On August 15, 1945, the Report of
the Director of Reconversion,
written by Mr. Nathan, forecast
unemployment of 5 million or

more within three months and 8
million or more by the following
Spring. The argument then was
that a rise in wages would avert
unemployment. But instead of the
recession forecast by the govern¬
ment economists, we had a boom.
The Government forecasters were
thus bailed out because they were
wrong. However, in 1949, the re¬
cession is already upon us and the
argument for an increased wage
has already been rejected in those
industries that declined early. The
trick that worked in 1945 may not
work in 1949. * '

. "
Mr. Nathan repeats the trite ar¬

gument that the buying power of
the worker today is no greater,
than at its peak in June, 1946, just
before the end of price control.!
To determine buying power he se¬
lected a period when wages were
free and high and prices were
controlled and low. However, a
fairer comparison would be a
base period used by the govern¬
ment, 1936-1939, or some other
equivalent prewar period.""— .

Mr, Nathan assumes that indus¬
try is able to raise wages without
raising selling prices. But in a
depression when there is a de¬
crease in employment and in gen¬
eral purchasing - power, . selling
prices actually fall to enable mer¬
chants to sell and consumers to

buy shirts, shoes, radios, etc. So,
when there is much unemploy¬
ment, labor rates fall to induce
employment. Perhaps the most
rational explanation of Mr. Na¬
than's argument is that to forestall
a cut in wages, it might be best
to ask for a rise. The best defense
is attack.

Concerning prices, Mr. Nathan
presents a strange argument. He
states that prices fell less thar
production and employment. But
wages are rigid in unionized in¬
dustries. In the national income

account, this rigid factor, wages,
constitutes 70%. The flexible fac¬
tor is profits, about 5% to 6%, of
which 3% to 4% is paid in divi¬
dends. True, prices fell less than
production and employment be¬
cause wage rates fell not at all
Mr. Nathan talks as if there were

no relation between selling prices
and wage rates or between income
and expense.
Robert Nathan complains that

pricing policies and a rise in prof¬

its caused a recession. However,
selling prices had to be increased
to cover both the rise in wages
and the rise in cost of raw mate¬

rials, plus a reserve for price de¬
clines and inventory shrinkage.
In 1921, corporations were less
cautious about reserves for price
declines and a wave of bankrupt¬
cies followed. But with the cur¬

rent more conservative policy of
setting up reserves, corporations
thus far suffered a decline in cash
but are not as subject to the dan¬
ger of bankruptcy as in 1921. Mr.
Nathan fails to use the integrated
approach to price policy but only
narrowly in relation to his objec¬
tive of boosting wage rates.

Rising prices serve a two-fold
purpose. They bring into produc¬
tion inefficient and high-cost mills
which at lower prices would have
to be idle. Again when prices are
high, consumers defer demands
and managers postpone construc¬
tion, thus affording a cushion for
a depression. Besides, compared
to -the prewar base, steel prices
rose less than did copper, lead or

zinc, and less than the average oi
wholesale prices.
As for steel profits, they rose

recently chiefly because the price
of scrap and other raw materials
declined. If the price of scrap re¬
mains low, competition will cut
the price of finished steel. How¬

ever, Robert Nathan urges that
because scrap and other sensitive
raw materials are declining due te
a recession, therefore less sensitive
wages should rise. This is a non-

sequitur.
Concerning general corporate

profits, Mr. Nathan points - out
that for the first quarter of 1949*
the rate of profits after taxes were
$19 billion compared to a wartime
peak of $10 billion. However, the
total volume of wages for the
same two periods shows a large
increase also. An index of in-,

creasing cost of' living applies te
profits as well as to wages. Fur¬
thermore, his wartime peak of
profits was under price and profit
control and under an 85% excess

profits tax. ■

The estimated profits of Mr.
Nathan are unreal. They do nH
allow for adequate depreciation.
Construction costs are now about
three times the prewar level* but,
the Treasury Department wilLnot
allow the companies correspond¬
ingly to increase depreciation:
charges. Yet new machinery for
replacement requires more dollar®
than the old machines now wear-.:

ing out. Furthermore, profits are
needed for expansion and for re¬
serves.
*

Mr. Nathan states that the re¬

turn on net worth is high. How¬
ever, net worth is expressed in
ancient dollars, some going back
to 1913, whereas profits are ex¬

pressed in 1949 dollars. To com**

pare the 1913 or the 1939 dollar
of net worth with the 1949 dollar
of profit is like comparing fuH
strength whiskey with dilute#
whiskey in a highball. When
prices rise sharply or the value of
the currency falls, the percentage
earned on net worth become®
meaningless. In France, compa¬
nies' profits exceed 100% on their
net worth during the great infla¬
tion and in Germany over 1000%
during the violent depreciation of
the mark. The errors of seman¬

tics apply not only to words but
also to numbers.
'

Mr. Nathan estimates that auto¬
mobile profits were 27% on the
investment in the fourth quarter
of 1948. Is is correct to use a

single quarter? Would it not be
more scientific and more accurate
to take a full cycle such as 1929
to 1932, or 1935 to 1938? Surely
some time before this downtrend
is completed, the automobile prof¬
its will be a small fraction of the

figures estimated by Mr. Nathan.
While the automobile industry
was making 27% on the net worth,
all manufacturing industries

(Continued on page 34)
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(Continued from page 33)

earned only 17%%. Therefore,
argues Mr. Nathan, wages should
be increased in the automobile
industry. However, if the average
is only 17%, then surely some
companies must have earned very
little or even had a deficit to off¬
set the high earnings of the auto¬
mobile industry which will de¬
cline later. But would Mr. Nathan
urge that even the less profitable
industries also raise their wages?
He does not advocate reducing
them, even for the severely de¬
pressed industries.
Robert Nathan's great fallacy

concerns capacity of operations.
He states that at 90% of capacity
the U. S. Steel Corporation, for
example, could increase wages
20c an hour, cut prices 5%, and
still earn 1948 profits. However,
taking a long period of years, the
U. S. Steel Corporation has aver¬

aged less than 70% of capacity
and in the prewar decade consid¬
erably less, in some years at 40%.
How long is the 90% capacity
likely to continue? Since 1901, op¬
erations of 90% or more are
short-lived in peace time. When
steel demand falls sharply, prof¬
its may be cut by 75% or even
turn to a deficit. At that time the
CIO will keep a stony silence
about their fourth wage increase
or look like injured innocence it¬
self.
r Some competent accounting
firm, and not Mr. Nathan, should
be asked to prepare a table of
estimated profits, assuming oper¬
ations at capacity, 90%, 80% and
down to 30%. No bookkeeper
would underwrite such illogical
and untenable conclusions as Mr.
Nathan's concerning increasing
wages and cutting selling prices
on the assumption that steel will
long operate on a high stable level
of capacity.
Mr. Nathan justifies a steel

wage increase on rather filmsy
grounds. Comparing the full year
1946 with the fourth quarter of
1948, profits of all manufacturing
companies, including deficit com¬
panies, rose 2.0 times, but in steel
rose 3.5 times. Obviously there
were some unprofitable industries
at the other end of the scale.

Steel, being a laggard and finish¬
ing off last in the boom, obviously
would do better at this moment.,

However, let Mr. Nathan compare
steel and other industries over the
full decade 1930-1939, and this
momentarily favorable co^nari-
son of the steel industry will no
longer prevail. Indeed, it will
show a far worse pattern than in¬
dustry in general.
Mr. Nathan's remedy for every¬

thing is increased wages, both to
check inflation and to check de¬
flation. No matter whether pro¬
duction is rising or falling, the
permanent slogan is "Raise Wage
Rates." In deflation when prices
yield to lack of demand, Nathan
sees a severe depression and pre¬
scribes that the only escape for
everybody is to raise the wages

for his clients.

4

What are the, Remedies?

The alternate to Robert Na¬
than's proposals seem obvious.
Where demand declines, selling
prices must be cut, as in shirts,
shoes, radios, electric appliances,
etc. In these industries wages are

not being raised. They cannot be.
Instead, unemployment has left
the more efficient workers,, who
have a greater output and, there¬
fore, lower costs per unit. Thus,
after price-cutting to liquidate in¬
ventory, these industries have
continued to produce at lower
costs and selling prices to meet
diminished purchasing power.

Again what Mr Nathan should
seek is to diminsh, not to widen,
the spread between the high
wages of unskilled workers and
the low wages of government em¬
ployees and the professional
classes. The obvious policy should,
therefore, be also to cut wages if

,rofits decreased or losses were

ncurred.

However, this is unlikely. The
JAW made a contract with Gen-
,ral Motors whereby wages would
nove with the cost of living, but
vhen the cost of living declined,
he contract was canceled. Appar¬
ently Mr. Nathan's wage policy is
v one-way valve, always up and
lever down. Is it fair to apply in
msiness the policy of "Heads I
vin; tails you lose"?
As a positive recommendation,

et the CIO consider several sim¬

ile alternatives. If the profits for
me quarter are held out as a

jasis for wage increases, let the
,vage increase take effect for one

luarter only, subject to revision
vhen the next quarter's profits
ippear. Or, use a sliding scale of
vages which moves down and up,
vith the percentage of capacity,
as the British did in several in¬
dustries. ■

With good will on both sides,
it should be possible to devise a

sliding scale of wages which
would move down as well as up,

depending upon the volume of
profits, the cost of living or the
percentage of capacity, instead of
Mr. Nathan's rigid high wage rate
per hour, in the face of declining
employment. It would be better
to seek full employment by means
of variable costs based on variable

wages. The constant objective
should be full employment not

high wage rates. What good is a

high rate if there are no Wages?
Mr. Nathan concludes his report

with the recommendations on

public policy. After penalizing
private investors, he would re¬
duce taxes to stimulate domestic

investment and at the same time
would increase subsidies to the

farmers, embark on large public
works and increase social insur¬
ance in many fields. His ends and
means again are obviously incon¬
sistent. His front wheels and hind
wheels are moving in opposite di¬
rections.

The State of Trade and Industry
(Continued from page 5) '

is in addition to $315,984,763 municipal issues and $86,145,000 Federal
Intermediate Credit Banks, altogether adding up to $1,644,136,805.
Cj.'Jj * * *

Another interesting circumstance this past week was the Asso¬
ciated Press statement by William Gage Brady, Jr., Chairman of the
National City Bank of New York, who when interviewed in Paris,
France, stated that in his opinion "there is no depression in the U. S."

The lack of 3,800,000 jobs is not serious, says Mr. Brgdy, adding
that we have had nearly that number of unemployed as a normal
thing including some who won't work and others who are on vacation
or transferring from one job to another. Mr. Brady believes we could
have between five to six million unemployed without considering it
abnormal inasmuch as our national payroll includes over 59,000,000
workers. Mr. Brady went on to say that "in America and in the whole
world a lot of hard work needs to be done to bring about normal
trade and industrial conditions. J/"

"Prices are going down in the United States and that is a good
thing, Many of us hoped for it to begin two or thr^e years ago. Prices
of some commodities have found bottom and are rising again. This is
already true of textiles and shoes. Nonferrous metals—lead, zinc"^nd
copper—have gone down and now are coming up.

"Steel production has dropped and salesmen of the steel com¬
panies are out on the road competing for business. That is the way
we have always done in America, and it is the way we are beginning
to do now."

In reply to questions, Mr. Brady said mercantile houses were re¬

ducing their inventories and in some lines were beginning to buy
again. They stocked up heavily when goods were hard to get. Now
they can buy what they want, when they want it. Production has
caught up with demand in many lines.

Mr. Brady stated that American mercantile houses were in good
condition and had not been pressed by banks to clear out their stocks.
As a matter of fact, he added, few of them have borrowed money.

* * *

One of the country's leading economists, Dr. Charles F. Roos,
President of the Econometric Institute, Inc., this city, and his organi¬
zation have just completed a study on what to expect in the 11-year
period from 1950 through 1960. Dr. Roos' conclusion is that there is
no depression, such as rocked the nation's economy in the early 1930's,
in sight for another 11 years at least. His prognostication is predi¬
cated on two factors: ; ;

(1) That the forces of enterprise will be allowed to continue to
work toward higher standards of living and greater general welfare,
and (2) that no actions of a seriously upsetting nature to the economy
be taken by the Federal Reserve Board or the United States Treasury.

Dr. Roos and his organization have just completed a study on

wfcat to expect in the 11-year period from 1950 through 1960. Their
conclusion is that business generally will be good, .although condi¬
tions will vary from the low to the high points during these years.

In several of the years, especially in the late 1950s, it is the belief
of Dr. Roos that the economy will be operating at higher levels than
in the record peacetime year of 1948; On the other hand, business in
1950 and 1951 may not quite match that of 1949, which is turning out
to be a fairly high-level year despite the prevailing recession. J

STEEL OPERATIONS FOR CURRENT WEEK UP 0.6% ; •

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 78.3% of capacity -

for the week beginning July 18,. 1949, as against 77.8% in the
preceding week, or an increase of 0.6%.

This week's operating rate is equivalent to 1,443,500 tons of
steel ingots and castings for the entire industry, compared to
1,434,300 tons a week ago, 1,555,900 tons, or 84.4% a month ago,
and 1,678,100 tons, or 93.1% of the old capacity one year ago and
1,281,210 tons for the average week in 1940, highest prewar year.

According to "Iron Age," national metalworking weekly, "the steel
labor truce will not send steel sales zooming skyward but it should
mean a temporary pickup in the industry. Some buyers will begin
watching low inventories more carefully to keep from being caught
short in case of a deadlock this September. And some orders that
were to be placed this fall will be entered now. A few other buyers
had already built up excess stocks, giving an added push to steel-
making operations during the past few weeks.

"The biggest demand for steel to counter last week's strike
threat came from the automobile industry. This week no major
automobile producer has less than 30 days' steel on hand and

some items reportedly will last 90 days. In cases where additional
steel was not bought by the motor car makers many of their
orders were stepped up so that entire July commitments were
shipped out of the mills before the middle of the month.
"The net effect of these two trends is expected to balance out

to no mad rush "to buy steel during the next month or so, but to pro¬
duce a little more buying than might normally have been expected.
Last week steel sales offices booked very few orders. Some reported
less than a tenth of the previous week's bookings, due apparently to
the strike threat."

Another factor beginning to guide purchasing agents in their ;r
steel buying, "Iron Age" states, is the possibility that the Presi- '
dent's fact-finding board may rule in favor of the union. If the
steel companies then agreed to some concession it would boost »•'
steelmaking costs. It would mean that there is no use waiting for
lower steel prices.

STEEL PRODUCTION DECLINED SHARPLY DURING JUNE

Steel production declined in June for the third consecutive
month and fell to the lowest point in more than one year, the Ameri¬
can Iron and Steel Institute announced last week.

The 6,501,332 tons of ingots and steel for castings made in June
showed a drop of more than 1,000,000 tons from the May figure, and
a decline of nearly 1,900,000 tons from the record production of March.

Steelmaking furnaces were operated in June at an average of
82.2% of capacity, the lowest monthly rate since April, 1948. It was
10.7 points lower than the May average and 20.5 points lower than
March. For 10 consecutive months prior to June, operations had
averaged above 90% of capacity. /J-''. J':

Because of the record high production in the early part of this
year, total output of raw steel in the first six months of 1949 estab¬
lished a first-half record at 45,928,476 tons, or more than 2,800,000
tons for the first half of 1948.

In the half-year, steelmaking furnaces were operated at an aver¬
age of 96.3% of capacity, against 92.0% of capacity in the first half
of 1948.

Production of the second quarter of 1949 totaled 21,876,330 tons,
or an average of 91.2% of capacity during the second quarter, against
101.5% during the first quarter of 1949.

JV;' J:7r

CARLOADINGS CONTINUE LOWER DUE TO JULY 4 HOLIDAY >

Loadings of revenue freight for the week ended July 9, 1949,
which included the July 4 holiday, totaled 595,321 cars, according to
the Association of American Railroads. This was a decrease of 48,861
cars, or 7.6% below the preceding week due to the holiday. It also
represents a decrease of 159,779 cars, or 21.2% below the correspond¬
ing week in 1948, and a decrease of 211,796 cars, or 26.2% under the
similar period in 1947, which did not include the July 4 holiday. - ;

ELECTRIC OUTPUT RISES IN PAST WEEK , , , :

The amount of electrical energy distributed by the electric light
and power industry for the week ended July 16, was estimated at
5,342,107,000 kwh., according to the Edison Electric Institute. This
represented an increase of 359,934,000 kwh. over the preceding week-,
144,649,000 kwh. or 2.8% higher than the figure reported for the week
ended July 17, 1948, and 609,673,000 kwh. in excess of the output
reported for the corresponding period two years ago.

RETAIL TRADE DIPS, WHOLESALE VOLUME RISES, MANUFACr
TURING UP SLIGHTLY, DUN & BRADSTREET SUMMAR¬
IZES IN ITS WEEKLY TRADE REVIEW

Retail Trade Dips—Retail dollar volume declined slightly in the
week ended this Wednesday, July 13; it was very moderately below
the high level of the corresponding week a year ago. Consumer inter¬
est was sustained in many localities by aggressive promotional sales.
There were clearance sales of seasonal merchandise in many sections.

Total retail volume in the week ended Wednesday, July 13, was
estimated to be from 3 to 7% below a year ago.

Wholesale Volume Rises—Following the lull of the previous holi¬
day-shortened week, buyer activity increased moderately. The dollar
volume of wholesale orders rose slightly in the week ended Wednes¬
day, July 13; it was somewhat below that of the corresponding week
last year. '/'v'V; YjJ ^ YrVYJ;Yj. .. 'YY'JJ'\

Manufacturing Up Slightly —Many plants increased operations
after the holiday observance in the preceding week. Total industrial
production rose slightly in the week ended Wednesday, July 13; it
continued to be moderately below the high level of the similar week
last year. ' , ' • / . , / ;

FOOD PRICE INDEX UP SLIGHTLY FROM PREVIOUS WEEK'S
LOW LEVEL

Continuing its up and down movement, the wholesale food price
index, compiled by Dun & Bradstreet, Inc., rose 2 cents to stand at
$5.68 on July 12, from the year's low of $5.66 the week before. The
current level represents a drop of 22.8% below the all-time high of
$7.36 recorded on the corresponding date a year ago.

Commodities that moved upward in the week were flour, wheat,
corn, rye, barley, hams, milk, coffee, cocoa, eggs, potatoes, raisins and
lambs. On the down side were oats, lard, butter, cheese, cottonseed oil,
prunes and hogs. j\, i:; i.r,Y
"

*

". The index represents the sum total of the price per pound of 3J.
foods in general use. / * - ■* r J ; ;

COMMODITY PRICE INDEX REFLECTED A SLIGHTLY HIGHER
TREND IN LATEST WEEK: J- v^"-' '

Although daily movements were small, the daily wholesale com¬

modity price index, compiled; by; Dun & Bradstreet, Inc., finished
slightly higher last week. The index closed at 238.65 on July 12, com¬
paring with 237.45 a week previous and with 283.88 a year ago. r "

Grain markets in the. past week developed considerable •

strength as volume of trading on the Chicago Board of Trade rose

to the highest level since early February.

Wheat advanced sharply on good buying support induced by a

resumption of flour buying, coupled with unfavorable crop reports
from spring wheat areas. Another factor was the re-entrance of the
government in the cash .wheat, market.

.Corn was steady and firm throughout the period. In line with
trade expectations, the government crop report as of July 1, showed a
sizable drop in its estimate of this year's wheat production.

The total 1949 wheat crop was placed at 1,188,690,000 bushels.
This represents a decline of 148,286,000 bushels from its forecast of a
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month ago. It compares with a 1948 yield of 1,288,406,000 bushels, and
a 10-year average of 991,950,000 bushels.

The corn crop for this year was estimated at 3,530,185,000
bushels, only slightly under last year's record of 3,650,548,000, and
considerably higher than the 10-year, average of 2,787,628,000
bushels.

Following a period of protracted dullness, there was a flurry of
activity in the flour market early last week, with bookings reaching
the highest volume for several months. Buying was concentrated in
hard winter wheat flours as some of the larger bakery interests cov¬
ered for more extended periods than for many months. Coffee was

higher although trending somewhat easier at the close.
Trading in cocoa was moderate with prices holding steady. Fats

and oils continued weak. Lard prices sagged to the lowest levels in
many years. Livestock markets were generally steady.

'

Cotton prices were mostly steady at a slightly lower level than
those prevailing a week ago. Easiness was attributed to liquidation
and profit-taking, the generally favorable reports as to the progress
of the new crop, and reports of further curtailment in domestic cotton
mill activity.

Trading in the ten spot markets last week dropped to the
lowest levels of the season, totaling 31,900 bales for the week,

. against 36,100 the previous week, and 35,400 in the like week a

year ago.
I In cotton textiles, sales volume continued small, although some
houses reported an increase-in inquiries for goods, particularly print
cloths for Fall delivery. ; ;

Withdrawals of cotton from the 1948 loan stock were reported at
only 19,400 bales in the week ended June 30, as compared with 18,665
bales a week previous, and a peak of 96,815 bales during the week
ended June 2. The acreage planted to cotton this year, according to
the first official report of the Department of Agriculture, was placed
at 26,380,000 acres, or 14.2% above last year's plantings of 23,110,000
acres. > '' 'V1"•!.£-p ;•

WEEKLY AUTO OUTPUT BREAKS ALL-TIME RECORD
* The weekly auto industry output of cars and trucks for U. S. A.

and Canada is larger than any previous week for over 20 years in its
history. This latest weekly production record reached 155,350 units,
comparing with 153,647 units achieved in the week ended May 4, 1929.

This past week's combined output of 155,350 cars and trucks
compares with 118,611 the previous week, 120,741 a year ago and
109,921 in the corresponding 1941 week.

. t 1 Production for the year to date is estimated by Ward's Auto¬
mobile Reports at 2,-324,261 cars and 675,042 trucks in U. S. A., plus
*96,812 cars and 58,843 trucks in Canada, or a 1949 total of 3,454,958
jcars and trucks for both countries. The American and Canadian
^production record of 5,621,045 motor vehicles for the year 1929 stands
as the industry's record year.

' In the two working weeks this month, the auto output of cars
• and trucks in the American area reached 285,300 with a prospect of
a 600,000 total vehicles if no unforeseen stoppages occur during the
remaining two July weeks, according to an Associated Press dispatch

* from Detroit and published in the New York "Herald Tribune"
*July 19. V':" 'V v"-"-"."'-'*v ^
BUSINESS FAILURES INCREASE ' '•

Dun & Bradstreet's report a slight increase in commercial and
industrial failures for the week ending July 14, to 167 from 153 in
the preceding week, exceeding the 91 and 49 failures which occurred
for the comparable weeks of 1948 and 1947. Failures, continuing

; below the prewar level, were 61% of the comparable 1939.
COAL PRODUCTION IN A THREE-DAY WORK-WEEK ERA

For the first of the "three-day" work weeks imposed by John L.
Lewis,' bituminous coal production was 4,880,000 tons last week,
5:which is half the output for a normal week. Production for the same
week last year was 9,841,000 tons, an abnormal week because of the
July 4 holiday while for the week ended June 25 this year, produc¬
tion was 11,850,000 tons. For the week ended July 2, when the union
piiners went on their yearly paid vacations, production was only
.1,360,000 tons. , ■ . -

LEADING DEPARTMENT STORE SALES. CONTINUE DECLINE

, According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period to July 9, 1949,
declined by 11% from the same period last year. In the preceding
week a decrease of 15% was registered below the similar week of
1948. For the four weeks ended July 9, 1949, a decrease of 11%
was reported under that of last year. For the year to date volume

Vdecreased by 7%. ,
r. , ■ .

; v Department store sales on a country-wide basis, as taken from
■; the Federal Reserve Board's index for the week ended July 9, 1949,
decreased by 7% from the like period of last year and compared with
a decrease of 10% (revised) in the preceding week. For the four
weeks ended July 9, 1949, sales registered a decrease of 8% from the

;* corresponding period a year ago and for the year to date a decline
of 4%. "■ ■•-'VC ■■■,■;■-

(Continued from page 5) >•*.
the action of the directors in passing the common dividend should be
supported by complete disclosure of financial condition.

Yours very truly,

Stockholder.

The Chairman's Letter Referred-to Above

To the Common Stockholders of
The Company:

; ; While our dollar sales volume for the first six months of the
current fiscal year compared with the same period a year ago shows
a small increase, the results of the company's meat divisions have
not been satisfactory.

The principal reason for these unsatisfactory results has been the
continuously declining market for most of our products since last
September. During such a trend over an extended period of time
it is difficult to prevent or offset inventory losses on the heavy ton¬
nage that is in process or in transit in our business at all times.
Anpther factor has been the steadily maintained and extremely .active
competition for all classes of livestock, a condition which frequently
has made it impossible for us to buy our livestock supplies (the raw
material of our industry) on a basis permitting is to realize a favor¬
able price for the finished product.

Under the circumstances, the Directors of your Company, in

keeping with their long-established conservative policy, consider it
advisable to withhold dividend payments on the Common Stock until
improved conditions place us in position to resume payments from
the profits of the business without hazard to the financial structure
of the Company or the soundness of its credit position.

While we regret the trends that have made this action necessary
we feel that a long range view of the situation is encouraging. All
indications point to an increase in our meat supply and to a continued
good demand for meat and allied food products by consumers. Heavier
supplies of livestock mean increased tonnage and lower unit oper¬
ating cost and should assist in stabilizing the price of livestock and
finished products on a profitable basis. Every effort will be made
to resume payments of Common Stock dividends at the earliest pos¬
sible date.

Yours very truly,

Chairman of the Board of Directors.
* * *

Employee-Ownership and Unionism Abroad
An interesting sidelight on employee-stockownership—broached

as a constructive step in this column of July 7—comes to our atten¬
tion from Norway. In a recent "question and answer" department of
the country's Labor daily newspaper "Arbeiderbladet" there recently
appeared the following query submitted by "Several Union Members"
under the heading, "Can a Worker be a Stockholder?":

"As the factory at which we are employed is about to be
made into a limited stock company, and a number of the workers
wish to become stockholders, we would like to receive an answer
to the following question:

"Is it contrary to the bylaws of the Norwegian Federation
of Labor for a worker to own stock in the company, and if so,
is it possible to obtain a dispensation from this ruling?"
The answer, representing the opinion of the government press,

was:
,

"There is no general ruling against workers owning stock,
but the answer will, of course, depend on the degree of superi-

:^ority which stock ownership brings about in relation to the other
workers in the company. The result may be an antagonism be¬
tween the workers, inasmuch as some of them actually become
employers. We would suggest, therefore, that you discuss this
matter with the union concerned and secure its permission."

>
. . This negative attitude by union labor has been viewed with great

concern by the editor of "Farmanda liberal anti-collectivist weekly
published in Oslo, who has commented as follows:
r■ "This is interesting. As well as discouraging. The Norwegian
Labor Union members are, then, indeed tied hand and foot to

; such an extent that they are not even permitted to invest their
savings freely and in accordance with their own wishes. Nor¬
wegian union members must ask their unions for permission to
become stockowners and employers! : ' ; ,

"We have previously stated that the labor unions have or¬
ganized Norwegian workers— once the freest in the world—

*

so thoroughly that they have lost their sense of freedom and
their: instinct of liberty. Here is a proof. »

"There is another side to the question. The reluctance against
Norwegian workers becoming stockholders and employers is
'altogether reactionary. It obstructs and hinders the social mobil¬
ity which is one of the most wholesome aspects of a real de¬
mocracy. / i'1; ■:[»£,'>/ ? ; ' "O ' W V .

"After the First World War, the Norwegian Communist
Carsten Boyesen was bitterly opposed to the workers having
summer bungalows and flagpoles. So far as we could understand,
he was greatly concerned lest this might dampen the revolu¬
tionary zeal of the workers. We recall an ironical statement by
the Norwegian author Gunnar Heiberg. The* women are now
dressing up for each other; they have forgotten the real goal:
The Man.

"Here in Norway, the Freia Chocolate Factory has—as in so

many other fields—been pioneer in industrial partnership and
tried to introduce workers' shares. The plan was no success.
We recall a meeting in the TUC-House in Oslo in which the
offer was being discussed. The reception could not be more
chilly.

"We never understood why sensible workers should refuse
the offer, but it was obvious that orders had been issued not to
become stockholders. Was it some kind of fear lest the workers
'get bungalows' and become satisfied?

Eyes on United States
"We learn that in America in the firm Sears, Roebuck &

Co., 96,000 employees and workers own shares in the company, 1
which they have been given the opportunity to purchase on
reasonable terms. Today, these shares have a market value of
,$216 million. Today, the largest single stockholder in the com¬
pany is the 'Employee's Fund,' which owns 19% of all out¬
standing shares.

"The savings of the employees and workers are—judged by
Norwegian standards—almost incredibly large. Some have saved
$2,000—others $12,000—the record is held by a warehouse fore¬
man who retired recently at the age of 60, with accumulated
savings of $134,423 in cash and company shares.

"In Norway, however, the workers are mistakenly obstructed
by their unions from purchasing stock. We now have—accord¬
ing to the government press—a reluctance against workers tak¬
ing a financial interest in their company and in becoming
'employers.'

"With the consent of the non-socialist parties, the govern-
• ment has been given permission to spend money for propagating
for 'Increased Working Efficiency.' This committee has primarily
concerned itself with government propaganda," "Farmand" con¬
tinues.

"Would it not be an idea for the committee to look into
this matter and take up for discussion such factors as personal
ambition and the opportunity to better one's lot in life? For
here we are at the real source of working efficiency, or rather,
lack of working efficiency in Norway today."
NORWEGIAN SOCIALISTS ARE WISE ENOUGH TO RECOG¬

NIZE THE DANGER OF EMPLOYEE-STOCKHOLDING TO THEIR
STRATEGIC INTERESTS—LET US TAKE NOTE HERE!

Fed. Reserve Amends

Regulations T and U
The Board of Governors of the

Federal Reserve System on July
20 announced that Regulation U,
relating to margin requirements,
has been amended to remove mar¬

gin requirements applicable to
credit for financing the functions
of specialists on an exchange
designated by the Board. The New
York Stock Exchange has been so

designated.
The Board has also amended

Regulation T so as to provide that
in the special cash account the
seven-day period within which
payment must be obtained for a
so-called "when distributed" se¬

curity which is to be distributed
in accordance with a published
plan may run from the date when
the security is distributed rather
than from the day of agreement
to purchase it.
The text of the amendment (No.

11) to Regulation U reads as fol¬
lows:

"Effective July 20, 1949, Section
3 (o) of Regulation U is hereby
amended to read as follows:

(e(o) In the case of a loan to a
member of a national securities

exchange who is registered and
acts as a specialist in securities on
the exchange for the purpose of
financing such member's transac¬
tions as a specialist in such securi¬
ties, the maximum loan value of
any stock shall be as determined
by the bank in good faith pro¬
vided that the specialist's ex¬

change, in addition to other re¬

quirements applicable to special¬
ists, is designated by the Board
of Governors of the Federal Re¬
serve System as requiring reports
suitable for supplying current in¬
formation regarding specialists'
use of credit pursuant to this Sec¬
tion."

The amendment (No. 10) to
Regulation T is as follows:
"Effective July 20, 1949, Regu¬

lation T is hereby amended in the
following respects:

"(1) The last sentence of Sec¬
tion 4 (c) (3) of Regulation T is
amended to read as follows: , ■ }

"If the security when so pur¬

chased is a 'when distributed' se¬

curity which is to be distributed
in accordance with a published
plan, the period applicable to the
transaction under subdivision (2)
of this Section 4 (c) shall be seven
days after the date on* which the
security is so distributed.
"(2) Section 4 (g) of Regulation

T is amended to read as follows:

(g) Specialist's Account—In a

special account designated as a

specialist's account, a creditor may
effect and finance, for any mem¬

ber of a national securities ex¬

change who is registered and acts
as a specialist in securities on the
exchange, such member's trans¬
actions as a specialist in such se¬

curities, or effect and finance, for
any joint adventure in which the
creditor participates, any trans¬
actions in any securities of an is¬
sue with respect to which all par¬
ticipants, or all participants other
than the creditor, are registered
and act on a national securities
exchange as specialists such spe¬
cialist's account shall be subject
to the same conditions to which it
would be subject if it were a gen¬
eral account except that if the
specialist's exchange, in addition
to the other requirements appli¬
cable to specialists, is designated
by the Board of Governors of the
Federal Reserve System as requir¬
ing reports suitable for supplying
current information regarding
specialists' use of credit pursuant
to this Section 4 (g), the require¬
ments of Section 6 (b) regarding
joint adventures shall not apply
to such account and the maximum
loan value of a registered security
in such account shall be as deter¬
mined by the creditor in good
faith."
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Securities Now in Registration
• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

• Alabama-Tennessee Natural Gas Co.,
Florence, Ala. /■•••;,'-t

July 14 filed 90,000 shares ($1 par) common stock. Price
—$9.60 a share. Underwriter — Scott, Horner & Mason,

■„ Inc., Lynchburg, Va. Proceeds—To be used for construe- -

tion of a gas pipe line
• Allied Van Lines, Inc., Chicago, III. ■ rwiftt.-.-j.-yp.
July 13 (letter of notification) 16,000 shares of preferred
stock ($10 par). Price, par. No underwriters. Working
capital. Office, 1018 S. Wabash Ave., Chicago.
• American-Israeli Financial Corp., New York - ~

July 15 (letter of notification) 300,000 shares of capital
stock (par 750). Price — $1 per share. Underwriting,
none. Develop commercial enterprise in State of Israel.

'

Office, 377 Broadway, New York. < .

• American-Israeli Hotel Corp., New York
July 19 (letter of notification) 2,996 shares of cumula- 5
Live preferred stock (par $100) and 1,124 common shares v
(no par). 1,500 preferred shares and 750 common shares/b
will be offered in units of two preferred and one com- >
mon share at $200.30 per unit. Thereafter 1,499 preferred
shares and 374 common shares will be offered at $400.30
per unit of four preferred shares and one common share. >

Erecting hotels in State of Israel. Office 15 West 47th
Street, New York.
• Berman (Max) & Sons, Inc., Los Angeles
July 11 (letter of notification) 1,600 shares of capital
stock. Price—$100 a share. No underwriters. To aid the
corporation's business in theatrical and motion picture
costumiers.

Berry Motors, Inc., Corinth, Miss.
June 21 (letter of notification) about 4,300 shares (no

S- par) common stock. To be sold for the benefit of R.
Howard Webster, Montreal, Quebec, Canada at $11 or
$12. Underwriter—Gordon Weeks & Co., Memphis, Tenn.
• Braden Steel Corp., Tulsa, Okla.
July 11 (letter of notification) 2,000 shares ($25 par)
common stock and 900 shares ($50 par) preferred stock.
Price—Common $30 per share; preferred $50 a share.
Working capital. Office, 1007 East Admiral Blvd., Tulsa,
Okla.

Bradshaw Mining Co., Tonopah, Nev.
'

Oct. 8 (letter of notification) 1,500,000 shares (5c par)
common stock. Price—20 cents per share. Underwriter
—Batkin & Co., New York. To repair and renovate mine >
of company and to exercise option to purchase processing
mill and move and erect such mill on the company's
property and for working capital.
• Caltron of California, Monterey, Calif. v
July 13 (letter of notification) 25,000 shares of common
stock. Price—$10 a share. No underwriters. Purchase of
machine tool and other equipment. Office, Professional
Bidg., 215 Franklin St., Monterey, Calif.
• Canners Finance Co., Springdale, Ark.
July 11 (letter of notification) $150,000 pre-organization
subscription for benefit of the company. This corporation
has not yet been formed. Subscriptions to be offered at
$100 a share. No underwriters. Proceeds to provide
capital for the corporation. ' !

J Capital City Telephone Co., Jefferson City, Mo.
July 5 (letter of notification) 3,000 shares of 4V2% pre¬
ferred stock ($100 par). Price, par. No underwriters. To
redeem outstanding 6% and 7% preferred stock. Office,
319 Madison St., Jefferson City, Mo.

Carnegie Mines Ltd., Montreal, Canada
April 27 filed 500,000 shares of common. Price—60 cents
per share. Underwriters — Name by amendment. Pro- %
ceeds — For working capital, exploration, development' '

and other purposes.

Central Electric & Gas Co. (7/26-29) S
June 29 filed 132,874 shares ($3.50 par) common stock.
Underwriters—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.

y Chicago Pump Co. i

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 (25b 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,

New York Bostoh Pittsburgh : Chicago
Philadelphia San Francisco Cleveland

Private Wires to all offices

D. C. Proceeds—General corporate purposes, including
establishment of a small loan office in Mt. Rainier, Md.

Clarostat Mfg. Co., Inc., Brooklyn, N. Y.
Aug. 26 (letter of notification) 37,400 shares of 50b
cumulative convertible preferred stock. Underwriter— ?

Cantor, Fitzgerald & Co., Inc.; New York. 'Price—$8 per
share. Working capital, etc.' \ ' " t \ ^
• Collins Publishing Co., Inc., New York :
July 19 (letter of notification) 2,900 shares $5 preferred
stock (par $100) and 70,000 common shares (no par), of .

Which 3,600 common shares are being offered in ex- 1
change for assignment by present owner of all his right,
title, etc., in and to a magazine, plus all copyrights there¬
to and 5,000 shares common are being withheld for dis¬
tribution among heads of departments and key person¬
nel. Price, preferred, par; common, 10c. Each purchaser
of a preferred share has right to purchase 10 common :
shares.- Operating costs in connection with business. ■' - .

Columbia Gas .System, Inc., New York (7/26) '
June 29 filed $13,000,000 debentures, due 1974. Under-' -
writers—Names to be determined through competitive ;
bidding. Probable bidders: Morgan, Stanley & Co.; Hal-
sey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner &
Beane; Lehman Brothers and Goldman, Sachs & Co. and
Union Securities Corp. (jointly); Salomon Bros. & Hutz-
ler. Proceeds—To finance construction program. Bids
—Bids for purchase of debentures will be received up to
11:30 a.m. (EDT) July 26 at company's office, 120 East
41st Street, New York. /-

Consolidated Caribou Silver Mines, Inc.
March 30 filed 376,250 shares (no par) common stock.
Price—$2.50 per share. An additional 50,000 shares will
be sold to the underwriter at $1 per share for invest¬
ment. Underwriter—William L. Burton & Co., New
York. Proceeds—To develop mining properties. Tem¬
porarily postponed.
• Coon Branch Coal Corp., Winona/ W. Va. <

July 14 (letter of notification) $100,000 stock. Price—
$100 a unit. Underwriter, none. Purchase of coal mines
and mining equipment.

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. t; \

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.

Economy Forms Corp., Des Moines, Iowa
June 27 (letter of notification) 7,500 shares of preferred
stock, of which 6,000 shares will be publicly offered and
1,500 shares will be offered to officers and employees
without underwriting. Price—$25 per- share to public,
$23,75 per share to employees. Underwriters — T. C.
Henderson & Co. and Wheelock & Co., Des Moines,
Iowa. To buy additional equipment, plant additions, etc.

Emerson Radio & Phonograph Corp.
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

• Atoms, 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.

• Fundamental Investors, Inc., New York
July 14 filed 1.250,000 shares of caoital stock. Under¬
writer—Hugh W. Long & Co., New York. Proceeds—To
be used for further investment.

Gas Industries Fund, Inc., Boston, Mass.
July 7 filed 340,000 shares ($1 par) common stock. Price,
at market. Underwriter—Colonial Associates, Inc. Pro¬
ceeds—For investment.

Geneva (Ohio) Telephone Co.
July 8 (letter of notification) $125 000 15-year 3*4%
first mortgage bonds, series A, due July 1, 1964. Under¬
writer—The Ohio Co., Columbus, Ohio.

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.'" "' •/y ■ •; V?.• •*, ' •'' * ■ ••: •

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., ( , ' V
• HBNS Corp., New York

. •
July 18 (letter of notification) 20,000 shares of capital
stock. Price—$10 per share.- Stock being offered directly
by company to officers and employees of Joseph Dixon
Crucible Co. and members of their immediate family.
Office, 1 Wall St., New York.

Heidelberg Sports Enterprises, Inc.,
Pittsburgh, Pa.

June 25 filed 5,000 shares of class B common stock (par
$100). Price—$100 per share.. Underwriter—NonerPiO^-
eeeds—$600,000 to be used for spectator grandstancMand-*
balance for related purposes." ■ v' "*-

. Horwood 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 oJ
mining properties.

Idaho Maryland Mines Corp., San Francisco
July 7 (letter of notification) 9,000 shares of common
stock. Price—$1.30 a share. Offering to be made by
Errol Macboyle of San Francisco. Underwriter—E. F.
Hutton & Co.

Idaho-Montana Pulp & Paper Co., Poison, Mont*
Nov. 23 (by amendment) 180,000 shares ($10 par) com¬
mon stock to be offered at $10 per share and 20,020
shares to be issued in exchange for $170,200 first mort¬
gage bonds. Underwriter—Tom G. Taylor & Co., Mis¬
soula, Mont. Proceeds—To erect and operate a bleached
sulphate pulp mill with a 200-ton per day capacity.

Illinois Power Co., Decatur, III. (7/26)
June 30 filed $15,000,000 first mortgage bonds, due 1979.
Underwriters—Names to be determined through com¬

petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; Harriman Ripley & Co. and Glore, Forgan & Co.
(jointly); The First Boston Corp. Proceeds — To repay
short-term bank loans made to finance construction.
Bids—Bids for the purchase of the bonds will be received
up to 10 a.m. (CDT) July 26 at company's office, Room
1567, 231 South La Salle St., Chicago.

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.

Keller Motors Corp., Huntsville, Ala.
May 10 filed 5,000,000 shares (30 par) common. Under¬
writer—Greenfield, Lax & Co., Inc., New York. Price-
Si per share. Proceeds—For plant facilities, equipment
and working capital to manufacture 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.

Maracaibo Oil Exploration Corp.
June 30 (letter of notification) 49,500 shares of capital
stock (par $1). Price—$5 each. Offering — Offered for
subscription by stockholders of record July 13 in ratio
of one new share for each eight shares held. Rights ex¬

pire Aug. 9. Underwriter, none but Alfred J. Williams,
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.
Proceeds—To develop properties in Louisiana, Texas and
Kansas. 1 , j

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 slop order should be issued suspending the effective¬
ness of the registration statement.
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NEW ISSUE CALENDAR
July 22, 1949

New England Power Co Bonds

July 26, 1949

Central Electric & Gas Co Common

Columbia Gas System, Inc.
11:30 a.m. (EDT)_______ Debentures

Illinois Power Co., 10 a.m. (CDT) Bonds

July 27, 1949

Louisiana & Arkansas Ry.
Noon (EDT) Equip. Trust Ctfs.

Worcester County Electric Co., noon (EDT).Bonds

Messenger Corp., Auburn, Ind. : v ./■:
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, /; . - ; ; -

.i New England Power Co., Boston (7/22)
June 3 filed $5,0.00,000 of series C bonds due July 1, 1979. ,

Underwriters—Awarded July 20 to Halsey, Stuart & Co.
Inc. and associates on bid of 100.11 for 23/4S. Proceeds—
Proceeds of bonds (and stock) will be used to pay off
bank loans obtained for construction and to provide
money for construction expenditures expected to be '
made. Offering expected July 22. * 'r

, " / '
New Jersey Power & Light Co. .

June 9 filed 20,000 shares ($100 par) cumulative pre-,
ferred stock. Underwriters—Names to be determined

through competitive bidding. Probable bidders: Kidder,
Peabody & Co.; Smith, Barney & Co.; W. C. Langley &
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 sub¬
sequent to April 30, 1949. Sale deferred until later this
year. , , .

New York & Cuba Mail Steamship, New York w
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. 4

Nielsen Television Corp., New York

l^eb. 24 (letter of notification) 4,000 share of 6% cumula¬
tive non-convertible preferred stock (par $25) and 10,000
shares of common stock (par 25p). 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.

Northern States Power Co. (Minn.)
July 8 filed $15,000,000 first mortgage bonds, series due
Aug. 1, 1979. Underwriters—To be determined through
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Lehman Brothers and Riter & Co. (jointly);
Equitable Securities Corp.; Merrill Lynch, Pierce, Fen-
ner & Beane; Union Securities Corp.; Glore, Forgan &
Co.; Smith, Barney & Co. Proceeds—Will provide part
of the new capital needed for company's construction
program.
• Nutrine Candy Co., Chicago, III.
July 12 (letter of notification) 1,000 shares ($1 par)
common stock. Price—About $4*4 per share. Stock will

• be offered by Benjamin Goodman, donor, with proceeds
going to the donees as charity.
• O-Cel-O, Inc.
July 13 (letter of notification) 12,500 shares of common
stock (par $1). Price—$6 per share. To be offered for
subscription by stockholders. Underwriting, none. In¬
crease capital. Office, 1200 Niagara St., Buffalo, N. Y.

Oil, Inc., Salt Lake City, Utah
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.

Palestine Cotton Mills, Ltd., Tel Aviv, Israel
June 29 filed 300,000 ordinary (common) shares, one

(Israeli) pound par value. Underwriter—The First Guar¬
dian Securities Corp., New York. Price—$5 each. Pro¬
ceeds—To expand weaving facilities.

9 • Pennsylvania Power & Light Co.
July 20 filed 75,000 shares of 4Y2% cumulative preferred
stock (par $100). Underwriters—The First Boston Corp.
and Drexel & Co. Proceeds—Money will be added to
general funds and will be used in company's construc¬
tion program.

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—
P. G. Cranwell & Co., New York. Proceeds—For admin¬
istration expenses and drilling. Statement effective
June 27. ;

Renaissance Films Distribution, Inc.,
Montreal, Que.

Oct. 29 filed 40,000 shares (par $25) 5% cumulative
convertible class B preferred stock and 10,000 shares of
V

C stock (no par). Underwriting—None. Offering—Class
B preferred will be offered at $25 per share with one
share of class C given as a bonus with each 4 shares of
class B purchased. Proceeds—To pay balance of current
liabilities and working capital.

• Saul (B. F.) Co., Washington, D. C.
July 14 (letter of notification) $48,000 4%% promissory
notes. No underwriters. Notes were issued by Nathan J.
Kahn in return for an advance of money from B. F.
Saul. Proceeds to be used to reimburse B. F. Saul,
• Self Cleaning Points, Inc., Maiden, Mass.
July 11 (letter of notification) 414 shares of capital com¬
mon ($25 par) and 300 shares of common stock ($25
par). Price, par (both issues). No underwriters. Pro¬
ceeds—414 shares are for benefit of company and 300
shares for benefit of Adolph K. Wihanto, President
and Treasurer. Office, 127 Linden Ave., Maiden, Mass.

Spring Coulee Perpetual Royalty Trust, '
Alberta, Canada

June 30 filed 1,120 units of non-producing landowners
royalty trust certificates, at $247.50 a share. Under¬
writer—Thomas G. Wylie Co., New York City. Proceeds
—For development purposes. •. - ■ *

• / Stephens Printing Corp., Sandusky,. Ohio / .

July 12 (letter of notification) $100,000 Vh% cumulative
preferred stock ($100 par). Price, par. No underwriters.
Working capital. Office, 2425 West Monroe St., Sandusky,
Ohio. • / • •

;> Suburban Gas Service, Inc., Ontario, Calif.
March 31 (letter of notification) 4,000 shares ($25 par)
series B preferred and 20,000 shares ($1 par) common—
issuable upon conversion of preferred. Price—Preferred
$25 per share. Underwriters—Wagenseller & Durst, Inc.,
and Lester & Co. To buy Antelope Liquid Gas Co.

Sudore Gold Mines Ltd., Toronto, Canada •

June 7 filed 375,000 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.
< Trenton Chemical Co., Detroit, Mich. .,/■ V','. v>
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 and 120.000
shares by certain stockholders. Underwriter—Rauscher,
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general
corporate purposes. ■/■///,. .?■ /.:.,

U. S. Rubber Reclaiming Co., Inc., New : York
June 29 (letter of notification) $100,000 5% notes, 1,000
options to purchase 15,000 shares of convertible cumu¬
lative preferred stock and 15,000 shares of ( Convertible
cumulative preferred stock. Notes will be offered at
par and interest for subscription by stockholders and
Ladenburg, Thalmann & Co. and Milton Dammann, as
underwriters, will purchase and hold as investment any
notes not taken by stockholders. Each $100 unit will
carry an option to purchase 15 shares of convertible
cumulative preferred stock at $6 per share. Subscrip¬
tions to note are payable before 3 p.m., Aug. 15, next.
Proceeds for working capital. ,

Upper Peninsula Power Co.
Sept. 28 filed 200,000 shares of common stock (par $9)
Underwriters — Names to be determined through com¬
petitive bidding. Probable bidders include Kidder, Pea-
body & Co., Merrill Lynch, Pierce, Fenner & Beane and
Paine, Webber, Jackson & Curtis (jointly). Proceeds-
Will go to selling stockholders. Consolidated Electric &
Gas Co. and Middle West Corp. will sell 120,000 share*
and 34,000 shares, respectively; Copper Range Co., 34,000
shares and several individual owners 11,200 shares. \

• Vagim Packing Co., Fresno, Calif.
July 13 (letter of notification) 2,500 shares of 6% cumu¬
lative preferred stock. Price—$100 a share. Underwriters,
none. To augment working capital.

• Vat-Craft Corp., New York
July 13 (letter of notification) 500 shares series A 4%
non-cumulative preferred stock (par $100) and 500
shares common stock (par $1). Price, par both issues.
Underwriting, none. Research and development work.
Office, 547 W. 110th St., New York.

Warren (Ohio) Telephone Co.
July 5 (letter of notification) 3,000 shares (no par) $5
dividend preferred stock. Price—$100 a share. No under¬
writers. To help capitalize $587,226.05 worth of hitherto
uncapitalized expenditures. ' /

• Water Highways, Inc., Providence, R. I.
July 13 (letter of notification) promissory notes up to a
total of $75,000. No underwriters. For working capital
and to meet current expenses in carrying trailers by ship
from Providence to New York. Office, 2200 Industrial
Trust Bldg., Providence, R. I.

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 cf wells. • .•

Willcox & Gibbs 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.

Woodruff (S. D.) & Sons, Inc., Orange, Conn.
July 5 (letter of notification) $35,000 of 5% debentures,
due 1964. Underwriter—Day, Stoddard & Williams, New
Haven, Conn. To liquidate indebtedness and for addi¬
tional working capital. Office, Old Grassy Hill Road,
Orange, Conn. • / 1

Worcester County Electric Co. (7/27)
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 Salomon 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. Bids—Bids
for purchase of the bonds will be received at office b£

- the president, 11 Foster St., Worcester, Mass., up to
noon (EDT) July 27. \ . , v ; . . ;

• Workers Finance Co., Newark, N. J.
July 13 (letter of notification) not to exceed $225,000

- 6% cumulative deferred 20-year debentures. Price, par.
. Underwriting, none. Finance business. Ofiice, 138 Rose-
,ville Ave.,, Newark, N. J. ....r T

Prospective Offerings /
Arkansas Power & Light Co.

June- 29 reported company plans sale in September of
/ $8,700,000 bonds. Probable bidders: Halsey, Stuart &
Co. Inc.; The First Boston Corp.; White, Weld & Co.;
Lehman Brothers and Stone & Webster Securities Corp.
(jointly); Equitable Securities Corp.

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).

California Oregon Power Co.
Company has applied to the California P. U. Com-

•mission for exemption from competitive bidding on a
proposed issue of 250,000 additional common shares.
Proceeds from sale would be used to repay loans and
for expansion. Probable underwriters: Blyth & Co., Inc.
and The First Boston Corp. ';

Cornucopia Gold Mines, Spokane, Wash. * v .

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. ... ; •..• >>'• v, r;;

• Indiana Harbor Belt RR. ^ w /
July 18 reported company expects to sell in September
$2,970,000 10-15 year equipment trust certificates. Prob¬
able bidders: Halseyj Stuart & Co. Inc.; Salomon Bros.
& Hutzler; Harris, Hall & Co. (Inc.); Harriman Ripley
& Co. and Lehman Brothers (jointly).

• International Bank for Reconstruction &

Development <

July 13 loans now under consideration by the Bank total
about $100,000,000 and the institution is thinking of
offering a new bond issue in that amount - sometime
after the turn of the year, Eugene R. Black, the Bank's
President, disclosed. The management, Mr. Black said,
is considering the advantages of offering the issue
through competitive bidding, rather than through direct
allotments to dealers, the method employed in earlier
financing. '■'<>' ■'//

^ ■

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. Langley & Co., and Union Securities Corp.
(jointly); The First Boston Corp.; Glore, Forgan & Co.,
and A. G. Becker & Co. (jointly); Harriman Ripley &
Co. v /v'..-,. " .. <"/;■ / • . <v-

lowa Southern Utilities Co.

Aug. 9 stockholders will vote on creating an issue of
$3,000,000 cumulative preferred stock and increasing the
authorized common from 360,000 shares to 560,000. Com-j.
pany plans to sell as much of the preferred issue as "caii
be marketed on advantageous terms." Probable underi
writer: The First Boston Corp. 4

• Louisiana & Arkansas Ry. (7/27) i

Company will receive bids up to noon (EDT) July 27 at
25 Broad St., New York, for the purchase from it of
$5,640,000 equipment trust certificates series D, dateq
Aug. 1, 1949, due $235,000 semi-annually Feb. 1, 19504
1961. Probable bidders: Halsey, Stuart & Co. Inc.; Har|
ris, Hall & Co. (Inc.); Salomon Bros. & Hutzler.

(Continued on page 38) 1 ...1 !]
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(Continued from page 37)

Montana-Wyoming Gas Pipe Line Co.
July 1 this company, recently organized, will be pub¬
licly financed, to build a pipe line costing $8,000,000,
to 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 region
of western South Dakota. Montana-Dakota Utilities Co.
will lease and operate the facilities. Company proposes
to sell $6,000,000 3 Vz % first mortgage bonds. Probable
underwriters: Blyth & Co., Inc.; Merrill Lynch, Pierce,
Fenner & Beane. < , •

• New England Gas & Electric Association
Company proposes to offer to the holders of its outstand¬
ing 1,246,011 shares of common stock, 124,601 shares of
additional common stock on the basis of one share of
the additional common stock for each 10 shares of com¬
mon stock held. The offer will be made through rights
issued to the stockholders. Existing shareholders will
also be given the privilege to subscribe for any number

; of additional shares not subscribed for through the
exercise of the rights, subject to allotment on a pro rata
basis. The proceeds will be used to retire $1,250,000 prin-

■ cipal amount of short term bank notes of NEGEA and
*the balance will be set aside for the acquisition of addi¬

tional common stock of subsidiaries.

Pacific Power & Light Co.
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 program. Probable bidders: Halsey,
Stuart & Co. Inc.; Lehman Brothers and Riter & Co.
(jointly); Equitable Securities Corp.; Merrill Lynch,
Pierce, Finner & Beane; Union Securities Corp.; Glore,
Forgan & Co.; Smith, Barney & Co.

Rochester Gas & Electric Corp.
July 11 General Public Utilities Corp. applied to the
SEC for authority to dispose of its stock interest in the
Rochester Gas & Electric Corp. GPU stockholders would
be offered prior subscription rights to the Rochester
Gas stock. As owner of all 775.914 shares of Rochester
stock now outstanding, GPU would cause Rochester to
reclassify the stock into 835,000 shares at a stated value
of $24 a share. Details of the proposed distribution of
the 835,000 shares, including the record date, subscrip¬
tion price and other terms are to be supplied by amend¬
ment. Unsubscribed shares would be offered for public
sale.

Teco, Inc.
Under the terms of a proposed contract between

Zenith Radio Corp. and Teco, Inc., to be considered at
the annual meeting of stockholders of Zenith Radio
Corp. to be held on July 26, Teco, Inc. will, if such con¬

tract is approved at such meeting, become obligated to
offer, (upon effective registration) to holders of com¬
mon stock of Zenith of record July 15, the right to sub¬

scribe, at $10 per share, for stock ($10 par) of Teco, Inc.,
to the extent of one share for each five shares held. The
contract provides that the right to subscribe will ex¬

pire 20 days after the offer is made. Under the terms of
the proposed contract, Teco, Inc. will agree that, unless
its entire authorized capital of $1,000,000 shall have been
obtained through the sale of its stock within seven
months after such stock shall first have been offered for

sale, the amounts paid by subscribers will be returned
after deducting certain expenses,

Telluride Power Co., Salt Lake City
July 8 FPC authorized company to issue 3,000 shares
(par $100) 6% preferred stock, to be offered for sub¬
scription by stockholders at par. Any unsubscribed stock
is to be sold without limit to stockholders and employees.
Proceeds for construction.

• Western Maryland Ryi i
July 16 reported refinancing of company's outstanding
first mortgage 4% bonds, due Oct. 1, 1952, is receiving
attention. Whether to await the maturity of the bonds
and refinance on the best terms then available, or now
to offer lower term bonds to existing holders for volun¬
tary exchange and in that manner retire a large part of/
the bonds at this time, is a question that is receiving
careful attention. ■ '• -v!-■ r:? /

Wheeling & Lake Erie Ry. * 1 '
July 11 company asked ICC permission to sell competi¬
tively $6,870,000 series B general & refunding mortgage
bonds, dated Aug. 15, 1949, due Aug. 15, 1974. Probable
bidders: Halsey, Stuart &; Co. Inc.; The First Boston

Corp. and Kidder, Peabody & Co. (jointly); Harriman
Ripley & Co.; Salomon Bros. & Hutzler;.Shields & Go.
and Harris Hall & Co. Inc. (jointly). /

i

Bankers and dealers who go to
make up the investment under¬
writing industry are just about
convinced that they are being

• overtaken > by a "drought", that
may very well carry through the
next five or six weeks.

This would be in keeping
with more or less normal trends
over a period of years even

though it is known that there
are a couple of "negotiated"
deals in the works which could

possibly develop in the interval.
The general bond market is be¬

ing well sustained around the high
levels reached in the wake of the
Federal Reserve Board's shift,
several weeks ago, back to a def¬
initely easy money and credit
policy. .

In fact the situation quite evi- .

dently threatened to get out of
hand in the Government mar¬

ket within the past week or ten
* days as witness heavy sales of

short-terms by the Reserve's
open market committee, run¬

ning to around half a billion
dollars in that period.

Currently with prices having
snapped back quite sharply and
with corresponding adjustment
downward i n yields available,
dealers find their customers in¬
clined to do little more than watch
the proceedings.

Insurance companies and
banks, along with other institu¬
tional investors, such as trusts,
from which they receive most
of their business, are not evinc¬
ing anything more than an apa¬
thetic interest, except in special
situations as they arise.

Making the Full Turn

What has happened since the
Reserve Board's latest back-flip is
best indicated by the prevailing
situation in the municipal market
which little more than a month

ago was literally hanging on the
ropes and groggy.

Today that market is substan¬
tially recovered and has all the
appearances of robust health.
It's one-time paiunch in the form ,

of the so-called "blue list," that
Is the bundle of unsold new is¬

sues in dealers' hands, has been
*< * whittled down to little or

nothing.

And what is more convincing is

the fact that dealers are able to
report 75% to 80% of current
new issues moving out to buyers
on the first day of offering. Quite
a change for a brief interlude.

Penn Power & Light Stock

Pennsylvania Power & Light
Co., which opened its subscription
books only a week ago on 415,983
shares of additional common stock
to shareholders, with secondary
rights to employees, is able to re¬

port complete oversubscription.
Warrant holders subscribed

for 384,933 shares and employees
for 55,895 shares, while condi¬
tional subscriptions fan to

206,000 shares. In consequence

employee subscriptions will bef
subject to pro rata allotment
and the conditional subscription

will not be carried through.

Meantime bankers who "stood

by" on the deal are expected to
underwrite 75,000 shares of new
43>4 % preferred stock for the com¬

pany, probably around mid-Au¬
gust. :

Hot After the Little Ones

Tuesday's competitive sale of
three new bond issues ranging
from $3,500,000 New Jersey Power
& Light Co. bonds to $10,000,000
of Florida Power & Light Co.'s
new first mortgage liens brought
out a rush of bidders. Seven bids
were received for each.

The Florida issue brought a

top price of 101.6291 for a 3%
coupon, with reoffering set at
101.99 to yield about 2.90%.
St, Joseph (Mo.) Light &

Power Co. $4,750,000- first mort¬
gage bonds brought a top tender
netting the company a price of
101.729 for a 3% rate, and bank¬
ers set a reoffering price of
102*4 to yield about 2.89%.
For the New Jersey Power &

Light bonds the winner paid the
company 101.729 for a 2%% rate
and fixed a reoffering price of
102.54 for an indicated yield of
2.75%.

The Human Relations
Task in Industry

(Continued from page 13)
and fundamental motivating force
that makes our whole economy
click. Where can the bitter critics
of our way of life find people so

philanthropic and so possessed of
wealth that they would pay for
the buildings and buy the tools
to produce goods, without any de¬
sire for anything in return?

- These critics will tell you such
people are not needed, that the
government will provide the
buildings and tools. The pitiful
fallacy of this is that the govern¬
ment has no money other than
what it taxes away from its citi¬
zens. The utter failure of the
planned economies, with their
bare subsistence standard of liv¬

ing, should be answer enough.
With the appalling tasks lying

ahead, it is discouraging and al¬
most unreal to look back over

some of the recent evidences of

misunderstanding and lack of ap¬
preciation of the job to be done.
The administration forces in the

Senate of the United States, de¬
spite the urgency of the Atlantic
Pact and European Re-armament,
took several weeks out to debate
the repeal of the Taft-Hdrtley Act
—a debate characterized by in¬
vective and bitterness.

Mr. Lewis's miners, despite their
union contract, took time off to
"stabilize" the industry, and are
now working three days a week,
a strictly unilateral arrangement.
The UAW struck the Ford Mo¬

tor Company, giving as its rea¬
sons an attempt to "speed up"
production. This strike occurred
despite an arbitration clause
Many observers at the time of
the strike questioned the stated
basis, and pointed to intra-unior.
difficulties.

The CIO high command, despite
the lessons of wage increases fol¬
lowed inevitably by rising prices
in the last three years, and the
present strong resistance by the
consumer to the current price
levels, is demanding, at the threat
of strikes,; substantial wage and
fringe increases in motors, steel
and the electrical industry. //"'/
Harry Bridges, currently still

free from legal action against him
as a Communist, has strike-bound
tho Territory of Hawaii almost to,
the point of starvation. .

The textile workers in New

England have been outspokenly
resentful and have predicted i

deterioration in union-industry
relations as a result of an arbi¬
tration decision awarding them no

increase, after they had already
agreed to submit the question to
an impartial umpire.
; The constant campaign that
goes on in much of the labor
press, continually referring to
profiteers, exploiters, NAM

stooges, the bought press, monop¬
olies, and so forth, is hardly con¬

ducive to good relations, mutual

respect and the achievement of a
common goal.
I have no intention of being

overly critical. I know that for all
the headlines, quietly and unob¬
trusively, union contracts are ne¬
gotiated and union-management
matters are resolved in much of
American industry.

Giving Comfort to our Enemies
What I am critical about is tha:

the headlines and the people and
organizations who make them,
give comfort to our enemies and
impediment to our tasks.
We have built this country anc"

its high standard of living on masr
production and top quality at low
cost. This can only be accom¬

plished as it has been in the past
There is no substitute for gooc

planning, good engineering and
hard work. Only the highest pro¬
duction at the lowest unit cost car

bring prices into line. Only the
proper cost-price relation car
maintain a healthy economy.
So I say to you and to the lead¬

ers of American labor: /

Let's quit finding fault with
each other. Let's resolve to stor

calling each other names and to
get on with the job at hand. Let'f
expect a good day's pay and let's
work as hard as we can to pro¬

duce as efficiently as we can to
earn that pay.
Let's not let anything interfere

with our efforts to get more pro¬

duction, higher quality at the
lowest possible unit cost. We must
realize that the past has proved
that only greater production a1
lower costs increases our standard
of living. Few of us would be
buying automobiles at the price of
the first few cars—about $12,000
All of our efforts must be di¬

rected toward better understand¬

ing, toward resolving any differ¬
ences among ourselves. Is it too
much to expect our unions to con¬

sider the welfare of the business
from which they draw their pay?
In addition to the protection of.
their own members from exploi¬
tation, let them take as one of
their objectives also the advance¬
ment of the interests of the insti¬
tution from which they secure
their jobs. ,

Let's stop talking about "ex¬
ploitation" and "speed-ups" when
we don't really mean it. If any
production demand seems unrea¬

sonable, let's talk it out in our

regular channels. ; v;
Let's not become obsessed with

the mirage of "security." The ul¬
timate security would mean the
loss of all initiative, incentive, or
individual freedom.; Carried to an

extreme, the individual becomes
completely dependent , upon the
state. Let's get our security from
good wages, real production and
good jobs.
Everything depends on how

well we do these things. This
economy cannot fail. We, as real
Americans, cannot let it. We must
keep it healthy, keep it producing,
keep it sound. ;

We are at one of the most crit¬
ical points in our history.
On how well we do our job will

depend whether the rest of the
nations of the world can follow
the path of free enterprise and
freedom of the individual or will,
by default, be absorbed into com¬
munistic system. .-v
This is "Today's Task in Human

Relations."
11 :— /

Bankers
(Continued from page 16)

ident John C. Wright following
the board of directors' meeting
on July 14. Mr. Butler served in
the credit department of the
Chemical Bank and Trust Com¬

pany for seven years before en¬

tering the Army Chemical War¬
fare Service in 1943. Since the

war he had been associated with

the American Express Field Ware¬
housing Corp. and was serving the
latter as Assistant Vice-President
in its Chicago office at the time
of his resignation to accept the
appointment at La Salle National
Bank. . -

The Northern Trust Company of
Chicago will celebrate its 60th
anniversary on - Aug. 12. > That
time will also mark completion
of an expansion and moderniza¬
tion program started in 1938 wh£n
one floor of the Otis Bulding, ad¬
jacent to the north of the bank
building, was leased, remodeled
and occupied. Byron L. Smith
and an outstanding board of di- *
rectors founded The Northern
Trust Company. It opened for
business on Monday, Aug. 12,1889,
in Room B of the Rookery Build¬
ing, which is still standing at La
Salle and Adams Streets. The
bank erected its own four-story
building at La Salle and Monroe
Streets and moved into its new

home on Labor Day, 1906. In...
1930, two stories were added^tT
accommodate the growth of busi¬
ness. Banking and savings de¬
posits in 1930 were $56,000,000.
Before and during the war, a total
of four and one-half floors were

leased for the bank's use in the

Otis Building at 10 South La
Salle Street. Later the four-story
building at 165 West Madison

Street, adjacent to the west of
the Otis Building was acquired.
The trust company is .Chicago'

third largest bank and the large.
State bank in Illinois. It is 21 j

among the more than 14,000 ban(_
in the United States with totkl
deposits on June 30, 1949, in ex-
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cess of $600,000,000. Solomon A.
Smith, who succeeded his father,
Byron L. Smith, celebrated his
35th year on July 21, as President
of The Northern Trust Company.
His sons, Solomon Byron Smith
and Edward Byron Smith, Exec¬
utive Vice-Presidents, represent
the fourth generation of the fam¬
ily in Chicago banking.

'
* * *

The election of Charles Boyle
as a Vice-President of the City
Bank of Detroit, Mich., is an¬

nounced by Joseph F. Verhelle,
President. . Mr. Boyle was for
many years associated with the
Union Guardian Trust Company.
In 1942, he enlisted in the U. S.
Army and served in the China-
Burma-India theater in intelli¬
gence work from 1944-46. He
attained. the rank of Captain in
Military Police and served in va¬
rious capacities. On his return,
Mr. Boyle joined the advertising
firm of J. L. S. Scrymgeour, re¬

signing to join the City Bank on
its organization.

'

; . • * * *

1 The death is reported of James
R. Hooper, a Vice-President and
Trust Officer of the Michigan
National Bank of Lansing, Mich.
He was 63 years of age. 'W'\'
■•-y v/ vyy-y.y,'. ric * * /:\v

An increase of $75,000 in the
common capital stock of the Okla¬
homa National Bank of Oklahoma

City, effective June 24, is re¬

ported by the Comptroller of the
Currency—the capital thereby be¬
ing raised from $150,000 to $225,-
000; the addition to the capital
came about through a stock divi¬
dend.

. '■'

As of June 30 the capital of the
American National Bank of Shaw¬

nee, Okla., was increased from
$125,000 to $250,000 through a
stock dividend of $125,000, it is
learned from the July 5 bulletin
of the Office of the Comptroller
of the Currency.

* * *

An increase in the capital of
the Palmer National Bank & Trust

Company, of Sarasota, Florida,
from $200,000 to $300,000, has been
effected through a stock dividend
of $100,000. The enlarged capital
was made effective on June 20.

* * *

The capital of the Denton
County National Bank-of -Denton,
Texas, has been increased, effec¬
tive June 24, from $100,000 to
$150,000—part of the increase hav¬
ing been brought about by a
stock dividend of $25,000 and the
$25,000 additional resulting from
the sale of new stock.1 /

\ ■' ..*f * *
* * * / *■ ' >\

H. D. Ivey, President of Citi¬
zens National Trust & Savings
Bank of Los Angeles, Calif., is
celebrating his 20th year as Pres¬
ident of Citizens National. He
was elected to his pr^ent position
on_July 12, 1929. Mr. Ivey joined
the bank as a messenger in 1902.
at the age of 17, moving up to
the position of Assistant Cashier
in 1911, Cashier ip- 1918, Vice-
President in 1923, and he became
President in 1929.J*Mr. Ivey, it
is noted, is the author of a text¬

book, "Getting Ahead in the
Bank," published some years ago.

'Sees
No War Ahead

self, or abandon its attempt to
force nations into its pattern.
Some people would have us be¬

lieve that war is inevitable be¬
tween the nations which are de¬
voted to our concept of interna¬
tional organization and the con¬

cept which now bears the name of
Communism. This is not the case.

I am optimistic as I look toward
the future, because I believe in
the superior attraction for men's
mjnds and hearts of the demo¬
cratic principles which have been
tried and tested in free nations,
and which are now winning the
allegiance of men throughout the
world. y;
; In the battle for men's minds
our faith is more appealing, more
dynamic, and stronger than any
totalitarian force. The world longs
for the kind of tolerance and mu¬

tual adjustment which is repre¬
sented by democratic principles.

i Working of U. S. Democracy ;
Example to World

This country has had a revolu¬
tionary effect in the world since
it was founded. Our democracy
Was born in a world of absolute
monarchies. The idea which we

made a living reality spread
throughout the world and brought
the day of the absolute monarchy
to an end. -We have always been
a challenge to tyranny of any
kind. We are such a challenge
today.
Our idea prevailed against the

absolute monarchies of the nine¬
teenth century. It is prevailing
against the new ond more terrible
dictatorships of the twentieth cen¬
tury. v. ;

v The reason is clear. Our idea of
democracy speaks in terms which
men can understand. It speaks of
opportunity and tolerance and
self-government. It speaks of the

dignity of the individual, his free¬
dom of conscience and the right
to worship as he pleases. It does
not exact blind loyalty to false
ideas or improbable theories. It
does not make a god out of the

tain a strong and stable economy
as the basis of our own well-
being and as the primary source
of strength of the free world. We
must also support economic health
and democratic ideals in other

countries, if we ourselves are to
remain strong and prosperous.
Both these objectives require

action now.

We must take proper steps to
see that our economy moves

safely through the present tran¬
sition period, and that employ¬
ment and production start ex¬

panding again. If we were to
make our plans on the assumption
that employment and production
will get smaller, we would only
make matters worse and waste
much of our potential economic
strength. What we must do, in¬
stead, is to make all our plans,
private and public, in such a way
as to give us more jobs and more

output. This is the way toward
a stronger economy. ■

Furthermore, we must take ac¬
tion to insure that the hard-won
economic recovery of other free
nations does not revert to stagna¬
tion and despair. One of the most
foolish things we could do right
now would be to slash our appro¬

priations for European recovery.
If we did that, we would be de¬
liberately throwing away gains
for peace and freedom that we
have painfully made. Only the
Communists would profit if we
took such a short-sighted course

Progress Made Toward World
■i'1Peace -;r:

We have been making progress
in working toward peace and
freedom because we have been

willing to make the investment

DIVIDEND NOTICES

(Continued from page 6)
long run it must either destroy it- state, or out of man^or out of any

" ' "

human creation^

The world is tired of political
fanaticism. It is weary of the'Iies,
propaganda and hystqrk ; created
by dictatorships. It-is disgusted by
the practice of torture and politi¬
cal assassination. It is sick of the
kind of political allegiance which
is inspired solely by;fear..; ..

. Men want to live together "in
peace. They wanWb have useful
work. They want to feel-them-,
selves united in brotherly affec¬
tion. They want to enjoy that
great privilege— sTp'iTvilege de¬
nied to millions throughout-the
world today—the right to* think
their own thoughts and to -have
their own convictions.^
"

These desires of mankind are

satisfied by the democratic prinT
ciples which we have put into
practice. These principles are at
work today as they Vi/ere in the
past. In the conflict that exists
throughout the world, these are
our greatest advantages.' They
should give us conf iden£ek that we
shall eventually succeed to .estab¬
lishing the kind of international
organization to preserve" the peace
for which men yearn. ~Y
In working toward' this goal,

we must act wisely and stead¬
fastly. We must realize that many
dangers yet lie ahead, ^atrd that
there are many tasks and prob¬
lems which will be difficult to
master. We must also preserve in
this country full enjoyment of
those basic democratic principles
which are our greatest assets."
In this period of history when

our country bears the major re¬

sponsibility of world leadership,
our domestic and foreign policies
are inseparable. We must main-

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

The Colorado Fuel & Iron •

Corporation •

Dividend on Preferred Stock

At a meeting of the Board of Directors of
The Colorado Fuel & Iron Corporation held
on July 18, 1949, the regular dividend in the
amount of 25c per share was declared on its
preferred stock, payable September 1, 1949, to
stockholders of record at close of business on

August 8, 1949. , -

, D. C. McGREW, Secretary,

that was necessary. It would be
disastrous now to change our

policy and settle for half-way
measures.

It would be disastrous to lose
or impair the understanding and
support we have gained among
the other democratic peoples.
These are priceless assets in the
great task of constructing a peace¬
ful and orderly world.
The kind of peace we seek can¬

not be won at a single stroke or

by a single nation. Peace worthy
of the name can be assured only
by the combined effort of many

peoples willing to make sacrifices
in the cause of freedom.
The peoples of the world look

to the United States for the lead¬

ership of this great crusade for
peace. We have not taken up this
task lightly and we will not lay ix
down.

We must go resolutely forward

step by step, toward the creation
of a world in which we and all

people, can live and prosper in
peace.

DIVIDEND NOTICES

THE GAMEWELL CO.
At a meeting of the Board of Directors c
The Gamewell Company held today, July l.
1949, a dividend of $.25 per share was declare
on the Common Stock of the Company pay
able on August 15, 1949, to stockholders c
record at the close of business on 'Augut
5, 1949.

W. C. BECK, Treasurer.

KENNECOTT COPPER CORPORATION
120 Broadway, New York 5,, N. Y.

July 15, 1949
A cash distribution of twenty-live cents

a share and a special cash distribution »,

fifty cents (50c) a share have today bet
declared by Kennecott Copper Corporatio
payable on September 30, 1949 to stockholder
of record at the close of business on Se>
tember 2, 1949.

1 A. S. CHEROUNY, Secretary. „

MERCK & CO., INC.
A regular quarterly dividend of 87V2c a shar

on the $3.50 Cumulative Preferred Stock c

this corporation, for the quarter ending Septen.
ber 30, 1949, has been declared payable o.
October 1, 1949, to stockholders of ricord f
the close of business September 12, 1949.
A regular quarterly dividend of $1.00 a sha

on the $4.00 Cumulative Convertible Secon
Preferred Stock of this corporation, for tl
quarter ending September 30, 1949, has bee
declared payable on October 1, 1949, to stocV.
holders of record at the close of busine:
September 12, 1949. \
A quarterly dividend of 37V2c a share 01

the Common Stock of this corporation has beei
declared payable on October 1, 1949, to stoc
holders of record at the close of buslner
September 12, 1949.

GEORGE W. MERCK, President.
July 20, 1949

ALUMINIUM LIMITED

DIVIDEND

NOTICE

On July 13th, 1949, a quarterly
dividend of Fifty Cents per share
in Canadian currency was declared
on the no par value Shares of this
Company payable September 3rd,
1949, to shareholders of record
at the close of business August
8th, 1949.

Montreal J. A. DULLEA,

July 13th, 1949 Secretary

Hooker Electrochemical Company
$4.25 Cumulative Preferred

Stock Dividend
The Board of Directors of Hooker
Electrochemical Company on July 13,
1949 declared a quarterly dividend of
$1.0625 per share upon its $4.25 Cumu¬
lative Preferred Stock, payable Septem¬
ber 27, 1949 to stockholders of record
as of the close of business Septem¬
ber 2, 1949. >

Cumulative Second Preferred

Stock, Series A, Dividend
The Board of Directors of Hooker
Electrochemical Company on July 13,
1949 declared a quarterly dividend of
$1,125 per share upon its Cumulative
Second Preferred Stock, Series A,
($4.50 dividend) payable September 27,
1949 to stockholders of record as of
the close of business September 2, 1949.

Common Stock Dividend

The Board of Directors of Hooker
Electrochemical Company on July. 13,
1949 declared a dividend of Thirty Cents
($.30) per share upon its Common
Stock, payable August 26, 1949 to stock¬
holders of record as of the close of
business August 2, 1949.

ANSLEY WILCOX 2nd,
Secretary.

CLCC

DIVIDEND NOTICES

American Car and Foundry
Company

'

30 Church Street

New York 8, N. Y.

The following dividends have been declared:
Preferred Capital Stock

One and three-quarters per cent
(lM%) payable October 1, 1949,
to the holders of record at the close
of business September IS, 1949;

Common Capital Stock

Three dollars ($3,00) per share
payable October 3, 1949, to the
holders of record at the close of

r\ business September 15, 1949.
Transfer books will not be closed. Checks will
be mailed by Guaranty Trust Company of
New York.

Howard C. Wick, Secretary

July 14, 1949

A dividend of twenty cents ij
(20c) per share on the Com- |f
mon Stock of this Corpora¬

tion was declared payable |§

Sept. 12, 1949, to stock¬
holders of record Aug. 26, jj
1949. Checks will be mailed. g

TIDE WATER POWER

COMPANY

Dividend Notice

The Board of Directors has

declared a quarterly dividend
cf 15c a share on the Common

Stock of the Company, payable
August 15, 1949 to holders of
record July 29, 1949.

WARREN W. BELL,
July is, 1949. President.

WooDall Industries Jnc-I

A regular quarterly dividend of
31140 per share on the 5% Con¬
vertible Preferred Stock has been
declared payable September 1,
1949, to stockholders of record
August 12, 1949.

A regular quarterly dividend of
250 per share on the Common
Stock has been declared payable
August 31, 1949, to stockholders of
record August 12, 1949.

M. E. GRIFFIN,
Secretary-Treasurer.

THEASUBEH

Philadelphia, Pa.
July 15,1949

PHILLIES
America'sN-fciqar

inillllllllflllillllllllllllMIIIIHIUIIHH'lHllllllllil'lHlltllll't

SOUTHERN

3 NATURAL GAS f
COMPANY

Birmingham, Alabama

i Common Stock Dividend No. 42 §

A dividend of 50 cents §
I per share has been-declared |
1 on the Common Stock of f
I Southern Natural Gas Com- 1
| pany, payable September 12, |
I " 1949 to stockholders of rec- |
jj ord at the close of business §
§ on August 29, 1949. * |

H. D. McHENRY, f
5 •** Secretary. |
1 Dated: July 21,1949. . \
iillMlllilllllllllHIII.IIIIIIMIIHIIIIIIIIIIIIHtllllMllllllllllllllR

YEAR OF

CONSECUTIVE

DIVIDEND

PAYMENTS

SOUTHERN CALIFORNIA

EDISON COMPANY

CUMULATIVE PREFERRED STOCK,

4.88% SERIES, DIVIDEND No. 7

The Board of Directors has
authorized the payment of a
dividend of 3OV2 cents per

share on the Cumulative
Preferred Stock, 4.88%

Series, payable August 31,
1<?49, to stockholders of
record August 5,1949.

T. J. GAMBLE

Secretary

July 15, 1949
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Washington....
Behind-the-Scene Interpretations

from the Nation's Capital And You

WASHINGTON, D. C—Scratch the bark off the Brannan farm
plan and you will see it fairly crawling with politics.

For one thing the Brannan plan is the first major farm program
to be hatched by the Roosevelt or Truman Administrations without
the backing of a major farm or-<£
4ganization save one. That one is, committee to this scheme, the

vsr*

*C-S-

the leftish Farmers Union.

For another thing observers
«loubt that a single member of the
House Committee on Agriculture
sincerely and privately favors the
scheme, despite the fact that all
the Democratic members of the
committee voted to report it fav¬
orably and thus made its consider¬
ation possible in the House this
Vreek.

Still another thing about the
Brannan plan is, that so far as
is known, nobody has the faint¬
est idea how a plan of that char¬
acter could be administered.
The bill tossed about in the
House this week was largely
silent on that fact of the problem.
In fact, a little-appreciated fea¬
ture of the bill was that its
operations would be postponed
until the spring of 1950. Maybe
toy the fall of 1950 the bright
tooys in the Department of Agri- -

culture might or might not be
able to figure out how to ad¬
minister it. ' i

Meanwhile, had the bill become
law, however, it would have guar¬
anteed a large production of gov¬
ernment payments for farmers in
the fall of 1950—in time to be
helpful to the Truman Adminis¬
tration in the fall election of next
year.

* * ♦
....

With the exception of a leftish
Farmers Union, the farm organ¬
izations have been unable to sup¬

port this scheme, and even have
opposed it. With the reported ex¬
ception of one big farm paper,
most of the farm journals have
veered away from the thing and
avoided expressing an opinion
about it.

It is recalled that the major
farm organizations were behind
the flexible farm support
scheme, a variation of which
was written into law, to become
effective next Jan. 1. It was the

support of the farm organiza¬
tions which made possible the
contemplation politically of a
lower support price level. The
farm organizations even sold
flexible supports to Harry Tru¬
man, until Mr. Truman got des¬
perate t to get reelected and
promised everything to every¬

body, including low prices of
food to consumers and high in¬
come to farmers.

With the major farm organiza¬
tions there has been for some time
a glimmer of statesmanship in
their viewpoint. They have al¬
ways been afraid that if too high
supports were maintained, this
would maintain the production of
surpluses in huge volume, the
thing would cost billions, and
eventually it would get so bad the
taxpayers would kick the farmers
off the public payroll. It was like
highway robbery. If you rob too
many people too much too often,
the caravans don't come any more.

Furthermore, the farm organ¬
izations were said to realize that
if the Brannan plan once ever

got into full gear, the relation
of government to farmer would
become so much the relation of
master to slave, that there

would be no place in the farm

political economy for the farm

organization in the long-run,
even if in the short-run getting
the bigger money for the farm¬
ers looked so wonderful.

Despite the private repugnance
of Democratic members of the

word has gone out that Democrats
cannot run for Congress in 1950
with the Aiken law on the books,
because the Aiken law is a Repub¬
lican law. Besides, there must be
something called a Brannan plan
on the books.

This is said to have a significant
bearing on future legislative pros¬

pects, even though the Brannan
plan in uncorrupted form will not
get enacted this year. The higher
supports offered as part of what
is called a compromise really are
a lulu for the taxpayer. The idea
is not 90%, but 100%- supports.
But the 100% supports are of
"moving average base." The be¬
ginning base is the first 10 years
of 1939-48; 1951's base is the 10
years of 1940-49, inclusive, and
so on. They start with a war-in¬
flation era, for the most part, and
then move parity upwards to re¬
flect the higher parity, in a sort
of always go up, never come down
scheme.'.,.'., .< . ,

* * *

How the Brannan income

support plan could be admin¬
istered on the perishable crops

is a problem about which the
Administration boys are reluc¬
tant to talk.

Under the present law, the Ad¬
ministration has two broad types
of support mechanisms. The first
applies to the crops which can be
stored. With storable crops the
Administration enters an agree¬
ment to purchase the crop at a
support price at a later date,
or it makes >a loan at the

support price. Then under1 the
loan arrangement if the price at
the market goes above the loan
price the farmer sells, pays off the
loan, and pockets the difference.
If the price falls below the loan
orice, the government pockets the
loss.

With the perishables the Ad¬
ministration simply goes into
the market and buys—eggs, po¬
tatoes, and so on. What is done
with the stuff so acquired is
immaterial to the objective of
buying until the market prices
rise. The eggs may be dried and
be given to the British or the
hottentots. The potatoes may be
sprayed with kerosene, dumped
in the riyer, or sprayed with a

dye to mark them as unmarket-.
able government potatoes. Then
the outside layer of dyed pota¬
toes can be thrown away and
the remainder shipped some

where else to be sold again to
the government.

Under the Brannan plan, how¬
ever, the farmer would sell all the
eggs, watermelons, pork, and what
have you for whatever it would
fetch from the customers, no mat¬
ter how low. "Then the govern¬

ment at the end of the year would

pay the farmer the difference be¬
tween sales prices and the top

golden, 100% parity prices. •

How this could be adminis¬

tered is really something to
think about. Would the farmer

have to get a notarized price re¬

ceipt every time he sold a dozen

eggs to a customer at a roadside

stand? Would he be required to
sell only to licensed food mer¬

chants who would keep records

of every farmer's hundreds of

transactions? Would farmers be

compelled to deal only with

huge farm cooperatives set up

BUSINESS BUZZ

"Your net income was fifty million dollars? Goodness! — You
must have sold plenty of nets!"

to administer the act? Or would
the government just let the
farmer file a sales return on all
his transactions and take the
farmer's word that he sold what
he did for what price he said
he got?

- * r ■

What is cooking at this moment
:n the way of extending the fron¬
tiers of government financial aids
for "private" housing is really
something to see. This week the
Senate Banking committee was
scheduled to begin its considera¬
tion in executive session of "pri¬
vate" housing aids, while next
week the House Banking commit¬
tee was slated to take up the same

proposition in hearings.
The bills which thus are under

consideration are those by Sen¬
ator ; John Sparkman, Alabama
Democrat and member of the Sen¬
ate Banking * committee, and
Chairman ■» Brent Spence, Ken-
ucky- Democrat, of the House
Banking committee. • <•>' ^

Just how many of the broad
programs in this sweeping, all-
inclusive bill, were sired by the
Truman Administration, is hard
i;o learn. All that the Adminis¬
tration admits to is an earlier bill
which did not include some of the

refinements of the latest bill on

low to spend and guarantee the
spending of .money on construc¬
tion. It is probably true that the

Housing agencies of the Adminis¬
tration would not now initiate

some of the schemes in this bill.

It also may be doubted seriously
that the Reconstruction Finance

Corp. wants to undertake the
many commitments the Fair Deal¬
ers propose.

It may be doubted, however,
that the Administration as a

whole has its heart set against
any of it. Here is a thumbnail
sketch of a few outstanding pro¬

visions of the Sparkman-Spence
bill:

Sets up a new Title I insurance
on new construction, with insur¬
ance of each individual mortgage
up to $4,750 in place of the old
Title I idea of insurance of 10%
of a bank's total line made, under
the Title I set-up. Also continues
conventional 10% insurance of
modernization and repair loans.
For ownership, non-profit, vet¬

erans and other cooperative hous¬
ing. Provides 100% insurance
(versus present 90%) of 40-year,
4% loans on projects costing $9,000
apiece, with lower insurance ratio
and cost limit as non-veterans

occupy. . v.';;;-'
For rental non-profit coop hous¬

ing government loans to the use¬
ful life of the project but not over
60 years at 3% or less, $1 billion
being provided for the purpose.
Also sets up a new sub-agency of
"Cooperative Housing Commis¬
sioner." Latter official can grant

development loans on these types
of projects, and he can provide
the "technical assistance" of all

kinds free to coops, although not
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to the taxpayers. The loans would
be government money, and it is a

loan, not an FHA insurance
proposition.

Vastly broadens the "second¬
ary market" which the Federal
National Mortgage Association
of RFC can operate, and in sev¬

eral ways. (Believe RFC co¬

operated with the 80th Congress
to limit sharply the secondary
market previously existing.)

FNMA, "if financing is not
otherwise available," can make di¬
rect government loans to finance
insurable coop housing, and also
rental housing projects under both
Title II and Title VI of FHA.
Would keep Title VI's rental hous¬
ing section until March 31, 1950,
so Congress will have a chance to
continue it once more.

Home loans to veterans by Vet¬
erans Administration could be

guaranteed to 60% or $7,500 ver¬
sus present limits of 50% or $4,000.
V e t er a n s Administrator could
make direct loans to veterans for
homes up to $10,000 per loan at
4%. Allegedly this power would
last only to June 30, 1951 (believe
it or not) and be limited to a total
of $300 million.

Housing and Home Adminis¬
trator could make $300 million
of loans to finance housing at
educational institutions.

(This column is intended to re¬
flect the "behind the scene" inter¬
pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)

With Hulburd, ;
Warren Firm

(Special to The Financial Chronicle)

CHICAGO, ILL. — James G.
Fisher has become associated with
Hulburd, Warren & Chandler, 203
South La Salle Street, members
of the New York and Chicago
Stock Exchanges. Mr. Fisher was
previously with Bache & Co. •,«

Hill Richards Adds to Staff;
(Special to The Financial Chronicle)

LOS ANGELES, CALIF. —

Howard D. Dawson has become
connected with, Hill Richards &
Co., 621 South Spring Street,
members of the Los Angeles Stock
Exchange. He was previously with
Walston, Hoffman & Goodwin.

With Cruttenden & Co.
(Special to The Financial Chronicle)

CHICAGO, ILL.—Edward Sha¬
piro has been added to the staff
of Cruttenden & Co., 209 South
La Salle Street, members of the
New York and Chicago Stock Ex-*

changes.
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