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Federal Monetary and
- Credit Policies

By B. H. BECKHART*
Professor of Banking, Graduate School of Business,
] .Columbia University -
Dr. Beckhart, in discussion- of gold, interest rate and debt manage- -
ment policies of Federal Government, points -out-these policies; -
because-U. S..doHlar has become international standard, now:have
worldwide ‘significance. Stresses need of promoting confidence in
stability of dollar and advocates restoration of its gold converti-
bility. ‘Attacks low interest rate policy; advocates abandonment of
pegged rates. Holds constructive policy of debt management should
aim to reduce floating debt, improve rate of debt maturities and
increase holdings of government bonds by permanent investors.
< The tepic of my talk “Federal Monetary and Credit Policies”

i recently’formed ‘the subject matter of a lengthy questionnaire sent
¢ to several hundred persons.by Senator Paul Douglas, Chairman of :a

. Subcommittee cf the Joint Committee on the Economic. Report. This :

question-®— 7
naire “was;ment for the suggestion that a
..concerned

By SUMNER H, SLICHTER*

devaluation will be stimulating to American economy, if prices
strikes may retard but will not prevent recovery.
lays on plants: and housing,

I

Recovery

Lanﬁint University - Professor, Harvard University
Harvard economist, reviewing recent developments as affecting business trends,

holds effect of sterling

are lowered. . Holds coal and steel
Foresees gradual drop in present rate of capital out- -
but contends rise in government . expenditures and greater . proportion of
««personal. income: spent for consumer goods will tend to sustain production and employment
-"*.next nine months.. Says “cold war” from narrow economic standpoint “is a good. thing.”

during

from thé recent mild recession in business began in the third quartef of 1949

had been 1.9

EDITORIAL .~

National . Monetary : and Credit|

with such

- -topics - as - the
. appropriate
. guide posts 'of
monetary pol-
icy, ‘the -ad-
vantages and
disadvantages
of flexible fis~
cal policies,
the most de-
sirable man-
ner- of coor-
dinating the
government’s
monetary,

B. H. Beckhart

. credit and fiscal activities, etc.

Questions of this type are so basic
and broad in character that they
afford in themselves strong argu-

*An address by Dr. Beckhart
before the Illinois Bankers’ Asso-
ciation Conference, University of
Illinois, Urbana, Ill., Oct; 21, 1949,
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Commission be established . by
Congress to make the detailed
studies necessary for a reappraisal
of American monetary policies, :

While the whole topic in all of
its many complexities is . one
which requires comprehensive
and objective study by a non-par-
tisan Commission, there are’ cer-
tain phases which I should like to
single out for special considera-
tion. In particular, I should like
to discuss the gold, interest rate
and debt management policies of
the Federal Government.

In evaluating policies in these
three fields, one needs to bear in
mind that the: dollar serves as. the
international” currency: of .the
world and is: recognized as such
in the Articles: of Agreement of
the International Monetary Fund.
In consequence, the policies which
are adopted in the fields of gold,
money rates, and debt manage-

ment, must, of necessity, be di-

rected towards making the dol-

lar the best possible type of in-
(Continued on page 28)

FRANKLIN CUSTODIAN
FUNDS, ic.

A Mutual Fund
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BOND FUND
UTILITIES FUND
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FRANKLIN DISTRIBUTORS, Inc.
64 Wall Street, New York 5

.. As We See It
o .~ Fact and Phantasy :
We have no idea what spurred the Economic Coopera-
tion: Commission to do such a'thing, but we heartily con-
gratulate® Wayne C. Taylor, Assistant to the Administrator
of that organization, upon his analysis of certain aspects of
our foreign policy for decades past which bear directly upon
the possible success of the organization for which he ‘works.
Mr. Taylor’s story is, of course, familiar enough in broad
outline, at least to the matriculate, but either is not known
to the politicians or presumably to the rank and file, or else
is ignored by them. We take his figures as he presents them,
since we are sure without verification that they are sub-
stantially correct as stated, and permit Mr. Taylor to tell
his own story.

nx

A Straight Story

Here it is in essence. Between 1914 and 1949 the
United States enjoyed what is commonly termed: a favorable
balance of trade amounting to some $101 billion. Now, how
were these "accounts settled? Government “loans”. and
grants, that is so-called loans and gifts by the United States
Government, came to some $68 billion, of which about $49
billion took the form of outright grants, the other $19 billion
were, and for the most part still are, listed as “loans,” al-
(Continued on page 34)
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million below.

.| last year, Un-

employ-
ment, . which
had " been up
to almost 4.1
million  in
July, had-
dropped over
700,000 to
less than 3.4
million, = In-
dustrial pro-
duction in
Septem-
ber was 5.5%
above July,
New hous-
ing starts in September were 100,~
000, up nearly 22% above Sep-
tember, 1948, and total contract
‘awards in September were above-
a ‘billion dollars—the highest for
any month since the war and no.
less than 43.5% above September,
1948. The sensational increases in:
(Continued' on page 42)

*An address by, Prof. Slichter
before the National Conference of
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Will Business Recovery Continue?

The usual drop- of: employment ‘between July and September was virttially “absent “this: ‘.
year. In September total employment was 900,000 below last year; in July employment:
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| cance unless the strikes

The Outlook for Business

By ROY I. REIERSON*

Assistant Vice-President, Bankers Trust Company, New York

Commenting on> 1949 business adjustment, New York-bank: economist ascribes recent pre-str'ke upturn
in business to normal seasonal pickup, but foresees little likelihood record level of postwar years will
be repeated in near future. Sees probability of drop in business activity before year’s end, due- to
decline in heavy industries and falling off in foreign trade. Holds government spending. no' guarantee

against business fluctuations.

The analysis of business prospects is probably more difficult and fraught with greater
uncertainty today than has been the case for a long time. Within the past few weeks, the
currencies of a large part of the world were devalued, the news was released that Russia

was able to
produce an
atomic- bomb;,
and here at
home two im-
portant basic
industries
were closed
by strikes.

These de--
velopments
came just' at
a- time ' when
sentiment was
improving
and business
was turning
upward. Of:
the three, the”
strikes will ‘have. the most imme-
diate and.direct impact on busi-
ness. activity, but the effects are
not likely to be of lasting’ signifi-
run
longer than seems generally ex-
pected. . However, it is evident
that business will have to assume
substantially -~ increased ' costs in
the form of pensions. The effects
of devaluation will appear” over
the coming months, and in gen-
eral will serve toincrease the
problems and difficulties of some
American businesses. The inter-
national political situation is like-
ly to become of great importance
to our economy somewhat later,
when the time arrives to budget
government spending for the next
fiscal year.

The. 1949 Business Adjustment

Until the strikes began to have
their effects-on business statistics,
there was some evidence that the
decline in  economic activity
which. began in the latter part of
1948 had been arrested, at least
temporarily. The upturn, while
fairly general and widespread,
has not been tfoo robust. If this
recovery should hold, barring the
temporary impact of the strikes,
the 1949 adjustment will prove to
have been one of the shortest on
record, lasting only about eight
months. Judged by most business
indices, it will also prove to have
been one’ of the least painful.

Gross+national product, for in-
stance, has declined/ only about
5% since -reaching a peak -last
year, and for personal  income
and consumer spending, the drop
has' been: still smaller; Even the

*An .address by Mr. Reierson
before: the' Bankers Club, Cincin~
nati, Ohio, Oct. 24, 1949.

Roy L. Reierson

Federal Reserve index of indus-
trial production, which measures
the most volatile segment of our
economy and which is not a good
measure of aggregate business in
the country, declined by only
17% from the high months in
1948 to the low pcint in July,
1949. Furthermore, some of  this
decline is due to inadequate sta-
tistical allowances for summer

| vacations and aoes not truly re-
| fleet” a. contraction in manufac-

turing operations. i

The: evidence ‘seems: quite cledr
that the business decline during
the first half of this year. re-
flected largely a shift in the in-
ventory policy- of American busi-
ness; from rapid accumulation in
the latter part of 1948 to some
liquidation in the first half" of
1949. There is nothing ususual-or
unexpected in this sequence of
events. The record shows:that in
times. past many of our business
fluctuations - have originated  in
similar changes in inventory pol-
icy. In view of the large addi-
tions made to business inven-
tories-in the postwar years, some
correction was anticivated, al-
though it was admittedly difficult
to foresee the timing,of these de-
velopmentis very far in advance.

Two  questions: are- significant
in this connection. One: what has
prevented the adjustment from
becoming considerably more se-
rious?  The other: what is the
reason for the more recent im-
provement?

Sustaining. Factors

There is no. single explanation
as to why the economy was able
to escape a serious-letdown ear-
lier this year. Many factors
helped sustain business activity.
The very caution exercised by
business men in their inventory
poiicies in the postwar years was
one factor: unlike the situation in
1919 and 1920, we did not have
large speculative inventories fi-
nanced through borrowed money.
Also, we have had no credit
stringeney: not only has the Fed-
eral Reserve been careful to avoid
the use of strenuous measures of
credit control, but in addition the
liquidity of the commercial bank-
ing system, caution in lending
policy, and relatively large’ hold-
ings ~ of government securities
made it unnecessary-to call loans
or subject borrowers to pressure.

The reduction in business in-
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FLINT

ventories was relatively smooth
and painless, on the whole, be-
cause of the continued high rate
of consumer buying. While unit
retail sdles of some commodities
have dropped substantially, the
decline in total consumer spend-
ing has been quite ‘modest, and
after adjusting for lower selling
prices, the reduction in-the physi-~
cal quantity of goods purchased
by consumers appears quité small.
Perhaps 'the large  holdings of
liquid - assets: by the public; the
maintenance of personal income
at'a high level, and the fact that
the: .declines: in' production and

employment -were noi' protracted;

all contributed in some measure to
the relatively satisfactory record
of retail sales and ‘consumer- buy-
ing. In addition, the economy’ re=
ceived- some short-range support
{rom the rising level of govern-
ment spendimg and the’shift from
a surplus to' a-deficit in° Tréasury
operations.

Underlying -all these, and prob-
ably a factor of greater relative
importance than any of the others
mentioned in supporting the econ-
omy earlier this year, were the
continued large outlays for dur-
able: goods such as automobiles,
farm - equipment, - industrial and:

business plant and equipment, and |
most major types of building ard
construction. Deferred and accu-|
still|
strong, and ample: buying power !

mulated demands. were
was available to keep most heavy
industries operating at satisfac-
tory levels. The underlying
strength of this spending served
to cushion the decline in produc-
tion in other parts of the econ-
omy: and helped to prevent a
downward . spiral of prices and
production, The record of busi-
ness fluctuations in: this country
seems to indicate that recessions
or adjustments in business are
seldom drastic or protracted: so
long as the heavy industries con-
tinue to operate at a satisfactory
rate.

Autumn Upturn in Business

In August 1949, the production
index ceased its downward move-
ment and turned moderately up-
ward. Prior to the strikes in coal
and steel, business sentiment had
improved substantially. In part,
this may have reflected some feel-
ing of relief that the business de-
cline had not been accompanied
by the symptoms of real economic
distress.
tangible bases for the better sen-
timent, namely, a rise in incom-
ing orders. This, in turn, reflected
the depletion of inventories as the
result of reduced business buying
earlier in the year and continued
high sales to the public. Normal
seasonal developments and the
necessity of restocking: for the
holiday season in some lines also
contributed to better business. Fi-
nally, with- the threats -of strikes
overhanging basic industry, there
was doubtless some accumulation
of raw maierials, especially steel,
as a hedge against future labor
difficulties— a policy which was
well vindicated by the ultimate
stoppages in bituminous coal and
steel. :

While it is difficult to appraise
the relative importance of these
factors in the recent upturn of
business, it is likely that all of
them contributed in some meas-
ure. In the meantime, automobile
sales held up as well as or better

(Continued on page 32)
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" ProfeSSOr of_ Economics, New York University =
Executive Vice-President, Economists National Committee on isn’t enough! Yow've got to
have something to live on. We

Monetary. Policy
Asserting devaluation of currency is great misfortune, Dr, Spahr give: quick cash. for you: ob.
soletes.
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U. 8. is.rare instance where nation purposely depreciated its cur-
rency and maintains change in price of gold has no close ‘relation-
 ship as an external factor to the price-level, -or as stimulant to pro-
duction.. Doubts devaluations will remedy dollar-gap, and holds no

accurate predictions can be made

regarding effects on international

balance of payments. Says U, 8. currency. should be made redeem- -
able into gold.- _ ., . 7

Devaluation of & currency is like the,amputati(fn of one’s arm

or leg; it is-a great misfortune. Informed people do not. engage in

| either sort of amputation unless it.is una

+|"» ' The ‘most basic. characteristic of' any good standard’ of measure- |-
ment is that ’ S—

of fixity, And,
apparently, ‘a
nation has
no standard
of measure- -

lment more-
importantthan

its ‘standard

‘| monetary unit

sinceitsmoney
reaches.and
affects prac- -
tically every
activity of all
its. peonle,
both - domesti- .
cally ' and  in
foreign - rela-

Dr. Walter E, Spahr

"| tions,

~There is, in general, respect for
such standards of measurement as
the foot, gallon; pound, and so on,
This is also true in respeet to the
ounce and grain; but at that point
a peculiar ‘confusion and incon-
sistency reveals itself, Although
there is no agitation for declaring
that an ounce of 480 graing shall
have more or fewer grains in it
or that a grain be made larger or
smaller, there is agitation for. al-
teration of the number of grains
in our gold dollar unit of 1/35 of
an ounce of fine gold.

To the world, an ounce is an
ounce and a grain is a grain; but
1/35 of an ounce is something to
be altered when the things it is
Supposed to measure do not be-
have in a manner that suits us

*| The explanation of this irrational-

ity cannot apparently be com-
pressed sufficiently for considera-
tion here. .

‘When the government of a na-
tion takes possession of the peo-
ple’s purse by instituting a sys-
tem of irredeemable currency thus
freeing itself from control by the
people, the common result is to
expand ‘irredeemable promises to

‘|such an -extent that the metallic

monetary reserVes of that nation
cannot liquidate ‘those liabilities
‘ Such' re-
serves .are usually employed tc
settle .international pay ments,
since a government cannot tom-
pel the people of another nation
to'accept its irredeemable promises
except-at a discount. As a con-
sequence, gold and silver reserves
tend to flow out of a country, that

*An address by Dr. Spahr at
64th Anniversary Program of the
American ‘Tariff League, New
York City, Oct. 26, 1949,

ig : depreciating it currency, - to

those:-places where they will pur-|" -

chase most, ‘or ‘where the need for

settlement s - most pressing, or{

‘Where safety is- supposed’ to be

 greatest. -, “e

!'The consequence is that nations
with" inadequate metallic: mone-

tary’ reserves and .with govern- |}
'mental Dolicies af .a'sort that tend ||

to ' perpetuaté irredéemability of

its' promises to bay reach: a state|

of affairs .in "which, they. must
either abandonthe practices that
created. this' condition or face the
fact, thrust upon them by the free
markets. of the world, that their
money will ‘he 'accepted enly .- -at
an indicated rate of discount. :
Some governments, . with: - de-
preciated currencies,. decide- that
they have gone so far with their

depreciation, that-it would require’

many years. of ' great effort te
squeeze. the poison of irredeem-

able currency out of their system:

and that the best thing to do is
to face the fact that a certain per-
centage of their circulatory. sys-
tem is dead and that they will
amputate down to the percentage
that is functioning.

Up to the early 1930’s, sensible
and informej. people- regarded
such -amputations as misfortunes.
In  the 1920’s, .when currencies,
following World War I, were de-
preciated or depreciating rapidly,
collapsing, and being -devalued,
apparently no one of responsibil-
ity in this country supposed or
contended that we would show
good sense or- gain some ‘advan-
tages if we devalued too. and
joined those other nations in their
misfortunes,

U. 8. Purposely Depreciated Its
Currency

But in the early 1930’s a new
and . utterly - unintelligent set of
arguments developed to the effect
that if other nations depreciated
or devalued their currencies we
would be at a disadvantage unless
we_devaluedtoo, -Apparently: the
world had never before seen a
case, such as that provided by the
United States, in which a gov-
ernment. had- set-about. purposely
to: depreciate its currency and to
devalue it when it had ample gold
reserves with which to redeem its
promises to. pay. J

A collection of slogans and un~-
supportable assertions ' were de-

(Continued on page 26)
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x© Conﬁnuing his discussion of the interview, Mr. Sulton discusses ways :
g Points out customer’s interest develops from information and knowledge,
business to something customer is interested in.

.ing atteniicn of cusiomer.
g

“and therefore ralesman’s aim should be to relate his
, Stresses salesman must ack as ex

By KELSO SUTTON*
Consulfant in Salesmanship

ternal stimulus fo move customer to action.

,"'_Getting and Keeping Your Customer's Aitention

and means of gaining and re‘an-

Gives list of buying

“motives and describes their application.

< As soon as you begin your formal sales canvass you
the attenticn of the person you are

do not have much chance of selling him,
accept it, and®

go along with
you on.it.
There are
different
kinds of at-
teation. The
first, the
“willed” type
of attention,
that a proles-
sional buyer
might = mani-
‘ fes¢ when ‘he
- is., being 80~
licited. by a
salesman
..whose....tech-
i nique is not
very good. The professional buyer
inwardly says to “himself, “Wcll,
I'm paid to-listen to- this: fellow,
.and T'll listen. -But it doesn’t.in-
terest me very much,” so he has
a way of making hard:-work of his
listening, sitii: g there and wat¢n-
“ing, because he is’being paid to
do’that. That is a kind-of atten-
tion that is not good to receive.

|, Another kind of  attention is
avhat I call a “fugitive” type of
-attention, .in which a man listens
for~a while and' suddenly: his
mind has wandered far from the
subject. You lose him. His at-
tention runs away from you. That
may happen ‘when .a salesman
doesn’t do a very good job of
concentrating the person’s full at-
tention  on the subject -being
talked about.

The third kind of attention is
what you might call a “spon-
taneous,” a “yoluntary” attention,
‘that the person gives of his own
free will, that he wishes to- give,
because he is interested in your
conversation and in you. .

" If you observe other salesmen
in your board room from time to
time, what you mig-t do is watch
the reactions of their customers
and see if vou can-decide just
how intense is the attention being
paid the salesman by those cus-
tomers. b ;

.. You, yourself, will see, if you
study another group during the
sales interview. that there is a
difference certainlv, in the type
and amount of attention that a
customers gives to a :salesman.
You see, if you fail to get this
voluntary attention fro the per-
son you spesk to. you are quite
liable to be brnshed off very soon
in .the interview.

-1t may. happen that during-the
interview you lose a:person’s at-
tention for a whi'e. One.reason
could be that vou are dwelling
upon one. subiect for toolong.
When that hanpens, it is because
the buyer has alrea”y grasped
what you were talking about.
You contirue to discuss the sub-
ject and he drops away from you
because be is nnw ahead of you.
That is ore way 'you might lose
his attention. e
l You can avoid that condition
;by watching him carefully and
‘when .you know that heis right
‘up with you and has caught onto
‘the point, then don’t dwell on it
‘any longer but go the next point.

Another wav you micht lose a
‘person’s attention is hv becoming
too technical and -Josing him
somewhere alang the line because
he is not able to follow you,.so
o . ;
¥ _"Stenograohir ren~rt of lecture
given by Mr. futton. sixth.in a
series on Investment Salesman-
ship. soonsored hv the Tmvestrent
[Association nf Mew -Vark, New
York City, Oct. 20, 1949.
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talking with. If you

have to make sure that you have
do not have his full attention, you
because he will be unable to absorb your idea,

he gives up for a while. He isn’t
listening to you.

When you lose a prospect’s at-
{ention because of any reason,
you have to get it back - again.
Here are some ways of regain-
ing his attention: :

'You can change the pitch of
your: voice, for one thing, and he
will notice the difference, bring-
ing his. attention back to.-you.

| Or, you can. change the weight
of ' your - solicitation.. Maybe it is
too heavy, and you can let up a
little bit. Or, if it is too light, go
after it a little bit heavier.

How to Revive Attention

:11f the 'man’s attention has been

lost and you-find him staring off
into- space, you might make some
physical “ action, reach over and
drop  something -in “front of his
¢yes; a piece of literature — or,
you: might. even jog his chair a
little, or shift about in your own
chair. Or, if he should develop a
vacant stare there might.be some
way of moving something before
his face, because there is no good
in ' continuing talking if you do
not have his attention, In such a
case you are simply beating the
air without his listening to you at
all, so you have to-do something
to get him back with you.

I recommend that you do some-
thing along the order of these
things, even if they sound a lit-
tle bit radical to you. Of course,
you don’t hit the man over the
head with a book, or do anything
as radical as that, but you have
to do something to get him away
from what he has been doing and
get him back. to you.

A Russian ‘named Pavlov con-
ducted. a -great many experiments
with 'dogs, on: the subject  of
“conditioned reflexes.”” He would
feed the dog and at the time the
food was presented a bell would
ring. He followed that procedure
for quite a few times and then on
one occasion the food would not
be there, but the bell would ring.

Of course, the dog’s reaction
has been tied up with the ringing
of the .bell, and he has a con-
ditioned response to the hell, so
that he thinks the food will be
there too when he hears the bell
ring; and begins to salivate and
drool.

In those experiments, Pavlov
found  out that there-is arother
reflex-that, "he had to - guard
against. He called it an “inves-
tigatory reflex,” which had to do
with the dog’s desire to investi-
gate and change in the conditions
around him. During these experi-
ments, if a person walked by in
the hall outside the room where
the experiment was being con-
ducted, the experiment would be
canceled out. y

The conditioned response, then,
would not be the same, because
of the variance of the dog’s shift-
ing his attention to the person
walking about, outside the door.
If a light bulb should blink, there
again the experiment was thrown
out. If there were any distracting
influence at all, from time to
time, the experiment could not
be worked.

Therefore, Pavlov built a new
huilding, on stilts, so that there
was no jar from vibration, and
there was insulation about the
room, so no outside disturbance
could disrupt the experiment.

I mention that point here just
to emphasize the fact that a per-

son’s attention is very easily lost
by distracting influences, outside
of a sales interview.

You remember when we talked
about setting-the material condi-
tions for the interview, we said
you should try, as far.as possible,
to eliminate these distracting in-
fluences, because they will disrupt
your prospect’s attention. ~ They
will - divert him- from what “you
are saying and if you can hedge
against"that as much' as possible
then you: are. just making your

sales’ work - that much easier.’

_ The next step, after getting a
person’s attention, ‘is that you
have: to' develop his interest in
what you say.. Unless you get a
man interested’in investments.and
securities, you. do :not have any
chance of selling the man..

Interest develops:from .informa-
tion, and from knowledge. The
more a person knows about a sub-
ject the more interested: he be-~
comes in that. subject.: Perhaps
each of you has a hobby.. You
might think back and.try to de-
cide just how you became inter-
ested in that hobby. Certainly,
you did not take that hobby up,
overnight. You grew into it grad-
ually. You were exposed.to a cer-
tain amount of information on the
subject of that hobby. Perhaps a
friend of yours told you about it,
or you remembered seeing some-
thing pertaining to it in a store,
and you gradually became more
and more interested in that par-
ticular subject.

As your knowledge of -your
hobby grew, so your interest in-
creased, accordingly.

Therefore, when you contact
new prospects and discuss invest-
ments with them, yeu don’t have
a chance of geiting them as steady
customers unless you, yourself,
feed them sufficient stimulating
information to engage their inter-
interest in your subject.

That is one of the very basic
principles of salesmanship, the
business of gaining and building
up an intense interest. Probably
the easiest way to go about it is to
relate your subject to something
that the customer is:already. in-
terested in, and perhaps the sub-
ject in° which he is most inter-
ested is his own self, and his per-
sonal gains in'life.

The “Personal Gain” Interest .

It is not very hard for an in-
vestment salesman -to relate bis
subject” matter to the “personal
gain” interests of -an individual:
Investments; I think,-lend- them-
selves more readily to - associa-
tion with a buyer’s personal in-
terests than most- other products
or services that are sold. :

We are continuing with the un-
folding of the salesman’s solicita-
tion.. We: have discussed the ap-
proach. We are now on the
threshold of launching the formal
part of the presentation, itself, the
development part of the sale, and
in doing that the first thing you
do is to get the person’s attention
and gain his interest. . v

A good question to ask your-
self, in preparing for this point of
a sales interview, is-this: “Just
what do my castomers want?”

Just exactly why does any per-
son- leave an ‘apartment up on
East 72nd Street and come down-
town.to Wall Street and go into

|one of :ithe: investment . houses

there to make a purchase of some
(Continued on page 24)

The Favorable Outlook
 For Common Stocks

By HEINZ H. BIEL*
Economist, Laird, Bissell & Meeds

Mr. Biel asserts only hope of protecting furds from creeping dollar

depreciation is in equities.

Expresses optimism on business outlook,

and confidence in Fair Deal’s ability to forestall cyclical recession
throngh broader public spending. Expects more liberal dividend
distributions.

The present market picture, if
very similar to the situation

we lock at it superficially, appears

of April 1948, when I spoke ‘“caution-

ingly” before this audience. The averages are at about the same levekL
Then, as now, a major upward move was underway. Then, as now,
8

many of our
chartist
friends diag-
nosed the .
move as a
new bull.
market. = But .
here, in, my .
gpinjon, is as
far as the
gimilarity..
goes. ¢
‘ In what way. .
does. -today’s
gituation”
differ from
conditions
prevailing “in -
the spring and
early summer of 19487 Why do I
represent the - optimistic. side.on
this:panel today, whereas I. was on
the other side .of the fence a year
and .a. bhalf ago?

The fundamental changes are
partly of a political and partly of
an: economic nature. They are
closely linked to each other, of
course, and entirely interdepend-
ent. There were very few among
us, in the spring of ’48, who did
not take the election of a Republi-
can President virtually for
granted. No one seriously con-
sidered it possible that President
Truman might be reelected. It
goes without saying that I was
among the unenlightened - souls
who expected Mr, Dewey or some
other Republican to be our next
President. On this expectation 1
based my opinions and predictions
on the outlook for business in
general and the stock market in
particular. i

A change in the Administration
might have been welcome and de-
sirable for the investor in com-
mon stocks from a very long-term
point of view. But I doubt very
much that it would have been-
bullish stock marketwise for the
more immediate future. I believe
that a Republican Administration
would have interfered far less
with -the normal course of eco-
nomic events than Truman’s Fair
Deal.. The election last year co-
incided with the peak of the
postwar boom. A recession from
this peak would have occurred in
any event. It was more than
overdue.

We can not prove it, of course,
but I believe that a Republican
President would have permitted
the necessary readjustment of
prices and costs to take place. He
might have applied the brakes
gently to prevent the recession
from - gathering momentum and
developing into a full-pledged de-
pression, - But he probably would
not have attempted to' halt the
recession before the readjustment
was even half completed. The
low point in business activity.
employment and profits would
probably have been well' below
the level we have experienced
this year or are likely to see in the
near future. Yet, there would
have been a sound and solid base
for a subsequent recovery and
extended period of prosverity.

President Truman did exactly
the opposite. After realizing that
the recession was well underwav
—the Administration was a bit
slow in recognizing this fact—he

Heinz H. Biel

*A #alk by Mr. Biel before As-
sociation of Customers Brokers,
New York City, Oct. 21, 1949.

went all out to stop it. Plans to
raise taxes were dropped.. Credit
was eased and cheapened in the
money and capital markets. The

| flood - gates. were opened for lib-

eral public spending.” Even Wall
Streeters were permitted to par=
ticipate in the Fair Deal’s gener-

1 osity -with a’reduction in margin

trequirements:
< Such determination: to- block
any. further recession and te halt

| the. .downward . readjustment of

commodity. prices -regardless- of

- costs ~and " possible ‘consequences

could not ‘fail to :achieve- results.

| It "had- the desired ‘economic as

well as psychological effect..  The
deflation of - metal prices . 'was
stopped by aggressive buying for
stock-piling ~ purposes, = and the
level of farm prices-was stabilized
by the assurance of continued
government support. In view of
such developments the need for
further liquidation of business in-
ventories diminished.

Capital Goods

1t is too early to tell whether
the Fair Deal will be entirely suc-
cessful in its endeavor to forestall
the cyclical recession in the cap-
ital goods industries. Industry
plans to spend less for new plants
and equipment. Can the govern-—
ment offset this impending de-
cline? In my opinion, yes, or at
least to a very large extent. In
addition to increased spending for
construction of highways, public
buildings and housing, there are
still a few stimulating medicines
left in Dr. Truman’s kit. He can
give inducements, for capital ex-
penditures by permitting - more:
rapid depreciation or by giving
other tax advantages, such as
changes in the capital gains tax or
perhaps even in the double taxa-
tion of dividends. Furthermore,
reduced cash requirements for
capital expenditures would permit
somewhat more liberal distribu-
tion ‘of corporate profits in formx
of dividends with the result that
such funds would be spent on con-
sumers’ goods rather than capital
goods. :

I make no attempt to minimize
the importance of currency de—
valuations in some 27 countries.
On the contrary. I believe that we:
shall feel the effects of competi-
tion to an increasing degree both
in our. own domestic markets as
well as in our exports abroad. It
is because I expect the clamor for
relief - from foreign ' competition
soon to become highly vociferous
—from manufacturers, -exporters,
labor, and local officials ‘of af-
fected communities—that I an-<
ticipate our -government -to take
remedial steps.
seemingly - painless alternatives:
(1) raise import duties to protect
our home markets against “for-
eign dumping,” or (2) devalue the
dollar. Since the first alternative
will not help our exports’ and,
besides, is considered “not Yh-
eral,” the devaluation of the dollar
may be chocen as the easier way
out of the dilemma, It won’t hon-
pen within the next six months,
but it may within two years.

I am also aquite aware of the
fact that the incompleted reces-—
sion leaves many consumers bafly
squeezed. Lower denartment
store s~lec #e1] the story of declin-

(Continued on page 27)
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Total industrial production last week held to the pattern of pre-|
ceding weeks, with slight increases in the output of some goods tend- 2

ing to offset reductions in others, The over-all effect was that of sus-
taining total output at a level moderately under the volume of a
year ago. i

Scattered lay-offs occurred during the past week as a result of
material shortages, but many industries reported sufficient supplies
for the near future. October 1 figures show that total claims for un-
employment insurance dropped by almost 4%, while initial claims
rose by 7%. . !

Wholesale buying of food continued at a high level last week

‘with total dollar volume slightly below that of a year ago. The whole-

or meat remained near the high point of a year ago. The

of canned goods was steady and high with most com-

mitn;ents for immediate needs. Flour bookings, however, remained
small.

Textile trading volume increased noticeably the past week., Spot
demand for many items in the cotton gray goods market remained
high with an appreciable rise in the commitments for first quarter
delivery, Orders for sheeting, print cloth, broadcloth and osnaburgs
also rose noticeably, while combed cotton gray goods remained in
moderate demand. ; :

Ed # B3

Discussing the  effecls of devaluation on trade, the “Monthly
Letter” of the National City Bank of New York for October, states
that the tendency of the devaluations will be to increase the volume
and perhaps even the value of United States imports, and to reduce
our exports. However, if is hardly to be expected that if our imports
are well maintained our exports will decline much. The inconsist-
ency of such belief is apparent, the letter observes, since the world
wants American goods and services and tends to spend all the dollars
it can. get for them. Demand for American ‘products has been held
back not by prices, but by scarcity of dollars, import quotas and simi-
lar restrictions. If business holds up well in this country-our imports
will continue large, and, adds the bank letter, the dollar:earnings of
our foreign suppliers will hold up. ; ' ;

# & *

‘With the elapse of an

ous coal ind i : 2
ded out its fifth week and the steel walk-

out has begun its fourth week; the former began on Sept. 19 and the

Iatter on Oct, 1; % :

Talks were scheduled to resume on Monday of the current week
between U, S. Conciliation Director, Cyrus S. Ching, and officials of
the United States Steel Corp. 1t appeared unlikely, ‘it was reported
that there would be any early intervention by the President. ' - - -

Mr. Truman at his press conference on Thursday. of ‘last ‘week
urged ‘labor and management to get together and settle the dispute
in the interest of themselves and. the country, Stating he had no plans
at present for seizure of either industry; he added, he’still hoped me-
diation would be successful,

As a result of diminishing coal supplies, ‘effective this Tuesday
at ‘midnight, the Interstate Commerce Commission has ordered a 259,

" cut in ‘passenger mileage on any railroad having-less than a 25-day

supply of fu€él coal on hand. :

The Commission explained that this action was necessary in order
to conserve reserve stocks of rail locomotive fuel coal which have de-
creased to a “dangerously low level” on some railroads and stock-
piles are further decreasing.

The curtailment in operations will last for two months with roads
required to cut their operations 259 below the rate they maintained
on Oct. 1.

A bright spot in the week’s news was the announcement on Mon-
day last by a company spokesman that the Missouri Pacific Railroad
will resume complete freight and passenger traffic by Wednesday
of this week following a 45-day strike of its operating employees

] * s

The fourth week of the steel strike finds metalworking slowing
dow2 at a faster pace though still in relatively high gear, according
to “Steel,” national metalworking magazine.  Most fabricators are
maintaining operations close to pre-strike levels, living off inven-
tories. A few shops are strike-bound, and only a few others have been
forced to close or curtail for lack of steel. Certain manufacturers have
enough metal for another three or four weeks, Some of them are
turning to substitutes, such as aluminum., This latter metal, however,
also may be in tight supply soon because of strikes at a number ot
Aluminum Co. of America plants, In the main, fabricators’ prospects
are bleak with steel stocks shrinking alarmingly. Unless the strike

1is quickly ended, the magazine notes, general contraction of metal-~

working is .expected by Nov. 1. Even automotive shops that held
comfortable steel supplies at the strike’s start will be pinched by that
time with plans already prepared to cut operations by mid-November.,

STEEL OPERATIONS THE. CURRENT WEEK SET AT 99 OF
CAPACITY, A DROP OF 0.3 POINT

Efforts are now being made to settle the steel strike without ruin-
ing the prestige of Philip Murray as-President of the Steelworkers’

- Union. The rank and file never has had its heart.in this one, and steel
- men see {rouble ahead if Mr. Murray
* “The Iron Age,”

is badly beaten, according to
national metalworking weekly, in its current sum-
mary of the steel trade.

There are other capable executives in-the
leaders are afraid they lack. the power to’ hold
Iine. Aside irom: the present dispute -the steel

union- but industry
the membership. in
industry’s relations

- with labor have been remarkably good for many years and industry
- would like to keep things that wa

, the trade paper notes:
This hag further complicated efforts to reach an agreement in the

“fourth }ve‘ek’ of a tieup that has cost.the nation more than. 5,600,000

(Continued on page 29)
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market in my

sad proven w
e a splendid
‘ally. The
year-long de-
1ne 1rom tue
1948 highs bag
improved the
market’s tech-
nical cond i-
tion. In tex-
Jles and some
nonferrous
metals, inven-
torieg had
been. so se-
verely cur-
tailed that
they were be-
low the rate :
of consumption, Normal seasonal
influences helped, and we had a
fine background ' for  our stock
market rise, }

And now, after almost 25 points
of rise, some of the Dow theorists
tell us that we are in_a bull mar-
ket. And as we look around, there
seems much to confirm thig hope-
ful view.'Price-eamings ratios on
stocks are low and yields are high,
national .income ang ‘employment
are -high, our money supply 'is
ample,
shown. a remarkable indifference
to- bad ‘news.  The short interest
is-at a record -high level for 17
years,.and sooner or-later our ma-
jor coal and steel strikeswill come
to. an end. On the surface, the
stage would "seem  to be " set for
further rise. .And obviously - the
government is exerting -an infla-
tionary force, Tt ig doing and say-
ing a great deal to stimulate the
stock market,

It is perfectly natural for us tc
entertain all of the optimistic pos-
sibilities for the stock ‘market
when it has been strong for a few
months, Butlet us examine the
stock market rally itself in some
detail. It is now over four months
old. ‘According to some Dow the-
orists we have just had a bull
market -signal, (Incidentally, the
false signals of May, 1948, and of
June, 1949, haven’t dimmed their
faith in the Dow theory.) Most
of the popular Services are ex-
tremely bullish—including those
which bucked the first 20-odd-
points of rise. ;

Joseph Mindell

Deterioration

And yet there are some signs of
deterioration in the market’s ac-
tion. I have noticed, with some
concern, that the number of issues
advancing' has been diminishing
on the successive minor lifts in
the past few weeks, That means
that some sections of the market
are dropping out of the rise. The
rate at' which stock is being of-
fered on the market has been
quickened, though this is almost
unnoticed under the present con-
ditions of good cheer, And a cu-
mulative figure of down-side vol-
ume that I keep has been mount-
ing persistently.  The. Dow-Jones
40-bond 'average - hasn’t yet ex-
ceeded its August high; and second

their August high,- - b

Thus'we have a few indications
in the texture of the market ac-
tion itself that this general. area
is one for selling rather than buy-

““%*A talk by Mr. Mindell before
Association of Customers Brokers,
{New York Cit)y, Oct. 21, 1949, .

f ;
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‘| ing stocks,

and the ‘stock market’ has

grade rail bonds- are:well:}beIQW'

The Summer-Fall Stock
~ Market Rally

. .. By.JOSEPH MINDELL*
_ Partner, Marcus & Co,, Members, N, Y. Stock' Exchange

Market analyst maintains this js time for “combing-through” port-

: folip.s and ‘cutting-back. holdings, in anticipation of business con-
traction. As danger signals he cites diminishing number . of rising
issues, downward - acceleration of plant-equipment ‘and durable
consumers’ goods cycles, and declines jn retail sales in face of

government spending.
After having been aggressively bearish on business and the stock

I “Forbqs" magazine column all this year, in.June )

turned bullish for an intermediate rise in both business activity and |

the stock market, Many of us had the good fortune to catch whai
&

A more importani
problem is: what are the probable-
dimensions of the coming ' stock
market decline? Are we war-

.| ranted in assuming that it will be
. | merely minor? 1

The Busines Cycle

The American business cycle
consists of a number of componen.

.| cycles, The most important ones
‘| are: the construction cycle, the

plant  and -equipment cycle, the
durable consumers’ goods cycle
and the inventory cycle.

Several minor recessions have
started in the recent past, bui
these were caused mainly by fluc-
tuations in inventeries—which is
not the most potent influence or
business from a major point of

view. Last spring was the wors' -

One we have seen in this overal
cycle. At the moment we are in

an inventory 'accumulation. up-

swing, with ‘construction runnin;
at a high level, .

However, the two most impor-.

tant component cycles at present
are: the plant and equipment cy~
cle, .and the durable consumers
8oods cycle. I think .it.a -majol
hazard for the present stock mar-
ket that these two cycles are now
beginning - to.- accelerate on - the
down-side after a long period o’
extraordinary strength, Sensitive
new order figures for structura’
steel and grey iron castings have
participated very little in the cur-
rent business rise. ?

Plant and Equipment Cycle
Yolatile . .

The plant and equipment cycle
is especially volatile. It can shift
from a $20 billion rate one year to
a $10 billion rate - another year.
We have to grasp that it is-cycli-
cal contraction of these dimensions
in the private sector of our econ-
omy that the government is try-
ing to offset — this is no small
task.

for ‘all practical purposes depart-
ment store sales are representa-
tive. It is noteworthy that, in the
face of increasing government ex-
penditures and high' national in-
come, department store sales, sea-
sonally adjusted, have declined to
new low ground for recent years
This raises a serious problem for
a brisk rate of production. Notice
also that. while- department store
sales are declining, the percentage
of instalment credit sales has been
rising persistently,

Commodity prices last year were
historically high, and- earlier this
year they suffered a swift, severe

Retail trade represents the de-|:
mand side of our equation, and|:

o
s

decline: “Moody’s” Spot Commod...

ity "Price. Index made its low at
332.7 in June; and then rose to a"
high of 350 in September, ‘Last
week, however, this index had re-
treategi to 3343, only a few points
from its low, at the same time that
the “Journal of Commerce” Com- |
modity Price Index actually |
slipped -to. a new low. Most com-= !
modities are in ample supply.
Each. of.the minor: business re-:
cessions in recent years was fol-
lowed by a new high in general
business activity, Now for the
first time, businesg activity is not
rising to a new high, 4

Bullish Factors Exaggerated

There are two factors whose
bullish influence is being exagger~
ated beyond their true importance, '
One . is the money supply-—al-
though this provides an excellent
floor beneath us, the prices of |
individual commodities or prod- |
ucts depends primarily on the re- |
lationship between the demand :
and the supply—and the “supply
of item after item has become
ample,  The other is the role :of |
government spending in our gen -
eral economy, Notice that even
in England, a. much smaller econ- :
omy, with a more controlling goy- |
ernment, the average prices of
common  stocks -are.around their
lows for recent years despite:. a
high level of government sperds
ing and a currency devaluation
that resulted in a 17% increase in
their commodity prices, The:mar>
ket has been groping to, evaluate
the corporate earn‘ng power  of
the.near future, It has swung be~
tween 160 and 190 in the Dow&
Jones: Industrial Average. several
times. - Many corporations whica |
are faced with contractirg volume :
have - higher break-even points
than ever before. So far we have
observed only the consequences

for a'few industries—and' there it
has been -severe. . We have yet to
see the effects of contracting vol-
ume 'in the dominant sections of
our economy. under these condi-~
tions. . Hyr.
“'This is a time for combing
through portfolios . and cutting
back—to: wait for the market to
meet-the full impact of busines$
contraction before taking boldly

to the puy side again. '’

John H, Valenlin'e'rvvliihi |

Shearscn, Hammill Co..

Shearson, Hammill & Co., mem-=
bers of the. New York Stock
Exchange, ‘an<
nounce that
John H..Val4
entine has bes
come  associ+
ated with .the
firm as a reg-
iztered repres
sentative in its
uptown office
at 522 ' Fifth
Avenue, New
Yok City. Mri
Vzlentine was
" formerly with
Grimm - & Co.
and prior
thereto cons
conducted - his

John H. Valentine

own investment firm in New York
City. g

NEW YORK

SOUNDSCRIBER CORPORATION

A growing factor in the office equipment -manufacturin
; CAPITAL STOCK ' A
, - Bought — Sold — Quoted

(The. Company’s remarkable ‘new model is now on' s
display at the National Business- Show, Grand
Central Palace, Lexington Avenue at. 46th Street.): ... . .

- COBURN & MIDDLEBRCOK -
: Incorporated ... = - -
37 Lewis Streef, Hartford 1, Conn, =
New:York Direct Private Telephone: DIgby 4-6713 e e
; ‘PROVIDENCE

g field: . .~

PORTLAND, ME. - °
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Be Ready for Second Phase
~ 'Of Postwar Readjustment!

Vice-President and Economist, Bank of the Manhattan Company

Asserting recent recovery does not represent resumption of war !
end, in which event we should be ready for second phase of post- . |
d be expected, though government policies

stimulative influences may soon

war readjustment. Helds, however, no great depressicn nee

By MURRAY SHIELDS*

boom,

mast be changed to avoid long business decline: Stresses need of

relief from high taxation, encouragement of -private -investment, and abandonment ‘of ummecessary .

- The recent pronounced expansion in business probably
but: rather a necessary corrective

of the postwar boom

harassment of business.

deflation in orders, inventories and prices which took place

New York bank economist warns

lower government *expenditures,

does not represent a resumption
movement following the over-

earlier in the year. The move-

ment has been®

as sharp ag it
has - because
the govern-
ment intro-
duced around
mid ~year = 2
number .of
economic
“shots-in-the-
arm,” - among
~which were
aggressive
purchases
for the stock-
piling . . oper-
axt ion s,
announcement
that the pay-
ment of $2.8 billion of veterans’
insurance funds would be acceler-
ated, the return to aggressive easy
money policies by the Federal
Reserve authorities,” adoption of
elaborate government aid to, the

Murray Shields

(3) The failure of the govern-
ment to take those actions with'
respect to taxes, business regula-
tion and labor management fric-
tion without which we are not
likely to have real prosperity.

Thus it appears that unless
government policies are changed
we face a long period of read-
justment, in which business is not
likely to be either very good or
very bad and which might well be
described as & “no boom-no bust”
period. with competition -intense,
profits low, unemployment higk
enough to be uncomfortable but
not high enough to bring a crisis,
and the whole process of capital
expansion grinding slowly to: a
halt, - At that point it would be
obvious that the government had
in .fact failed to. provide an en-
vironment favorable to the expan-
sion of. business, the increase of

depreciation on expenditures fo1
new capital improvements, re-
move the more . onerous restric-
tions in Section 102 of the Internal
‘Revenue Code, give personal tax

the restrictions on margin require-
ments—steps which would-reduc:
government revenues only meder: .
ately ‘but have an impressivel;
stimulative - effect on the entirt
economy, i i

(5) mitigate the justifiable fear
of vacillation :or violenee-in:credit
policy by formal abandonment of
the pegs on U.-S. Governmeni
security yields by the Federa’
Reserve Board so that its powers:
can be used to stabilize the money
supply instead of forcing so vio-
lent an -expansion during the
recession in business as to.threat-
en that the next period.of pros-

exemption to a srrga'll amount 0. |-
income from securities and- relax |

~ Four Sound Industries . -

By ROGER W. BABSON

Mr. Babson lists as industries having promises of great growth and

offering good investment prospects: (1) road building and convey-

ing; (2) labor saving machinery; (3) telephone industry; and
. (4) foed merchandizing.

With 'so much talk: aboutﬂautomobile, steel, coal, textile, shoes,
clothing and other industries having “reached their peak for this

“business cycle,” readers ask: “What industries have yet greater

growth ahead?” In reply I will menticn four such:

noad Build-
ing
Conveying:
Billions 'of
.dollars must
soon' be .spent

§ on new inlets
and exits to

# ourlarge
@ . cities. . Thou-
., sands of new
s‘underpasses
‘a.n.d’ _over-
-passes must
:“be built. Our
" ‘entire trans-
.portation
 problem, from
automobiles
‘down fo : conveyors, needs over-
naoling, - Every ' city’ and plant
could reduce -costs and inerease

_Roger. W, Babson -

‘efficiency by better. roads anc

conveyors. My favorite company.
in ‘this ‘field is the Link Beli
Company. Its stock sells on the
New .. York Stock Exchange at
about 61. "~

Not only is the need for b-etter

transportation vital; but it will be
easy to raise funds for such:pro-

and

telephone - industry. It is being

used more every day; it has ex-

cellent ~management -and - fairly -
good - labor- - relations: .- All" "you
readers should have a little stock
in ‘the telephone company' which
serves your community. The man-
ager of your telephone office will
gladly give -you particulars. 3

Food Merchandising:: Food' is
the one thing we all.must have.
There are many good independent -
grocers and small- grocery chains
which are entitled to your patron-
age. I think. it is generally agreed,

however, that the &-& P sets the -~

pace for the entire food mer-"
chandising industry as“to-quality,

service - and. low “prices. Truly: it

is a wonderful organization.-

The stock of the Great Atlantic
& Pacific (now foolishly threat- -
ened by government suit) sells on
the New York Curb at about $126
per share.. There are very few .
better -~ investments. ~Instead ~ of
worying about inflation, or labor
troubles, or World War IIi, invest
your money in,one of these four -
industries. )

jects. ‘We do not object to gaso- .
line taxes if we are sure that the
money  is being .spent for. better
roads, more bridges, ‘etc. Auto-
mobile owners  (and there are
40.million of these) also like the
new toll bridges and toll roads
such.' as: have been built in
Pennsylvania, . Connecticut’ andy
Maine, Not only are these under- |
takings good money earners, bul
their bonds, being non-taxable
have a ready market at low rates-|
of interest.

housing industry, revival of agi-
tation for maintaining agricultural
price supports at a high: level, the
relaxation of controls for instal-

job opportunities, the expansion
of incomes and the increase in our
standard of living—all of which
clearly the economy is capable of
ment credit and - brokers’ loans producing. Such a period = of
and the development of plans for  frustration would be comparable
yery heavy foreign aid through only to the difficulties we expe-
military assistance, government rienced in the middle 30s and it
stimulation or - guarantee  of in-|must be avoided at all costs, for
wvestment and the European Aid in a world as dangerous as that
Program. , | in 'which we shall have to live we

It is likely that some of these ' cannot afford to be weak. With
stimulative  influences will have this —prospect, it is incumbent
worn themselves -out in a few|upon all of us to use our powers

perity will be eonverted “into an
inflationary boom; : Ay

(6) advocate a labor law which
is fair to the public, management
and ‘organized labor alike and de-
mand that the unions cooperate
with management in the elimina-
tion of featherbedding inefficien=
cies “which sap the mnation’s
strength and hold the standard of
‘iving down;

(7) issue a directive to govern-
ment regulatory agencies calling
for an end to unnecessary harass-

Business
Man’s
Bookshelf

Competition Among the Few—

months, in which event we
should - be ready for'the second
phase of the postwar  readjust-
ment. This phase might well in-
volve a-reduction in export
demand, the tapering off of stock-
piling = operations, moderate -de-
clines in a number of industries,
stich as automobiles and housing,
. which appear to be about ready
for a delayed transition from
- sellers’ to buyer’s markets, and an
accelerated decline in  capital
“ outlays by business. While such
a  combination of forces could
easily bring the level of business
to a lower “low” than was re-
corded in July of this year, virtu-
ally no one expects that it would
be more than a- “readjustment-
recession” since the stage does not
appear to be set for a great cycli-
cal depression. The basis for a
reasonably good level of business
is to be found in the rapid in-
crease in our population, which

of persuasion to induce the gov-
ernment to adopt policies which
will stimulate instead of obstruct
an orderly but persistent expan-
sion of private business enter-
prise. . Anti-deflation policies
have their role to play, to be sure
but what this nation needs des-
perately is a set of practical
sound and effective pro-prosperity
policies. “In my personal view, if
is not only desirable but neces-
sary for the Federal Govern-
ment to—

(1) dissipate any fears that gov-
ernment finances are put of con-
trol by making -an immediate
reduction in government expen-
ditures of the $3-$5 billion whick
competent observers assume to be
both feasible and essential and by
refunding a substantial portion of
the floating debt into inter-
mediate or long-term bonds with
maturities and coupons attractive
to institutional and individual in-

ment of business and to the talk
about subsidies for governmen’
plants—a shift to reasonable pro-
pusiness policies not requiring
that the government grant favor:
to business but merely that i
should stop persecuting it.

It is clear beyond any doub’
that this nation can have prosper-
ity if the Administration wants it
seriously enough to take a few
practical steps to revive confi-
dence and revitalize private
initiative.

er_rf, Bancroft, and
Frederick With Fewel

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Har-
old W. Berry, Basil Bancroft, Jr.,
and George L. Frederick have be-~.

Labor-Saving Machinery: The

only way that manufacturers can

successfully meet labor’s demands
for more wages is through the use
of more labor-saving machinery.
One of the leading . companies
manufacturing such is the Amer-
ican Machinery & Foundry Com-
pany. This stock is listed on the
New York Stock Exchange anc
sells around 131%. I personally
know" its President; its manage-
ment is very progressive. There
are ‘also other good .companies
and the entire industry looks
bright to me. -

A small company developing
labor-saving food machinery, in

the Atlantic Coast Fisheries Com-

the
which is developing very wonder-
ful machines to take the bones
out of fish and make {illets

which my family is interested, is

pany. This owns all the stock of
Fish Machinery Company

Oligopoly ' and similar Market
Structures — William Fellner —
Alfred A. Knopf, New York, N. Y.
—cloth.

Financing Utility Capitol Re-
guirements—American Gas Asso-
ciation-Edison Eleetric Institute,
420 Lexington Avenue, New York
17, N, Y .—paper—=$1.00. i

Invisible Barrier—A Tax Spe-
cialist’s Analysis of the Business
Cycle — George T. Altman — De-
Vorss & Co., 843 South Grand
Avenue, Los Angeles 14, Calif—
fabrikoid.

Liberalism Stands for Freedom
—Towner Phelan—Foundation for
Economic Education, Ine., Irving-
ton-on-Hudson, New York—paper
-~ single ~copy, no charge; ‘10
copies, $1.00; lower prices on
larger quantities.

Two Paths to Collectivism —
Russell J. Clinchy—The Founda-
tion for Economic Education, Inc.,

mechanically. For the most part
even today, from the time a fish
is caught until it reaches  your
dinner table, hand labor only is
used. Fishing is both the oldest
industry and the most antiquated-
ly operated. It is greatly in need
of more mechanization. The stock
of this company sells on the New
York Curb at about $3.50 a share.

Telephone Indusiry: One of the
greatest labor saving inventions
is the telephone. The industry is
very progressive. Before long a
new telephone writing machine
will be available. This will send
anywhere, on regular telephone
circuits, absolutely confidential
and instantaneous messages, in the
sender’s own handwriting and
with' his signature. This machine |
is 'being perfected by "the Tel-|
Autograph Corporation. Its stock
sells on. the New York Stock Ex-
change at about 5%. I'will gladly
send particulars regarding it to|has become associated with Frank
anyone. D. Newman & Co., Ingraham

I am optimistic on the entire!Building.

increases markets; the revolution
in industrial technology, -which
stimulates investment, and in the
far-from-weak financial position
of our citizens and our business
concerns: which provides assur-
ance against financial crisis,

As to the severity and duration
of the readjustment, the key is
probably to be found in three
policies of our government:

(1) The determination of the
Administration as well as Con-
gress to use the financial resources
of the government to the limit in
order to prevent depression.

(2) The refusal of the Adminis-
tration to permit a rapid readjust-
ment in prices, costs, etc., which
would establish a position from
which we could have a really pro-
nounced revival; and

vestors;

(2) give the taxpayer some
hope by stating publicly that
there will be no new taxes and
that the government is looking
forward to the time when im-
provement -in the international
situation will justify a contraction
of $10-$15 billion in government
outlays: which would permit 2
substantial reduction in tax rates
and a reduction in the debt;

(3) shift its policies ‘with re-
spect to public works, relief and
loan activities so that instead of
using them to perpetuate the
boom or to prevent desirable re-
adjustments in the economy they
are held in readiness for use if
necessary to alleviate fear of mass
unemployment;

(4) stimulate individual and
. business investment by requesting

%An address by Mr. Shields be-|that Congress eliminate capital
fore the Virginia Manufacturers gains taxes, alleviate double taxa-
Association, Richmond, Va., Oct.!tion of corporate dividends, per-
21, 1949 I mit a moderaté acceleration of

Irvington-on-Hudson, New York
—paper—single copies, no charge;
10 copies, $1.00; lower prices on
larger quantities.

Words to Live By—Edited by
William Nichols — Simon  and
Schuster, Inc., 1230 Sixth Avenue,
New York 20, N. Y.—cloth—$2.50.

Bituminous Coal Annual-—1949
__Facts & Figures — Bituminous
Coal Institute, Southern Building;
Washington 5, D. C.—paper.

Joins Gordon Michie
i (Special to THE FINANCIAL CHRONICLE) |
SAN FRANCISCO, CALIF.—
Ewing Harper has joined tke staff
of Gordon Michie, 582 Market
Street.

Harold W. Berry

come associated with Fewel & Co.,
453 South Spring Street, members
of /the Los Angeles Stock Ex-
change.. All were formerly with
G. Brashears.& Co.

Toppell With Newman’

(Special to THE FINANCIAL CHRONTCLE)

MIAMI, FLA. — Jack Toppell

Max Davidson Opens.
Max Davidson will engage in a
securities business from offices at
215 West 75th Street,- New York
City. !

itized for FRASER
//fraser.stlouisfed.org/
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The Current Business Picture
' By C. F. HUGHES *
Business News Editor The New York “Times”

Contending high consumer income .and .savings have provided :major .-cushions against a nose-dive in

usiness, prominent financial editor sees threat to stability if steel. strike is prolonged. Says people are

waiting for lower prices and customers are getting “choosy,” but because of cut downs .in production

. schedules, recession has been avoided. Notes ebhing in capital goods -expansion, except . for home
‘building and concludes impending increase ‘in imports may spell lower consumer prices.

I have rarely tack}ed a tougher job in this :subject of ‘Current Business Trends. The
reasons must be as evident to you as to me., In short, the man who is runningthe traffic
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From 1W-ashington
Ahead of the News

By CARLISLE BARGERON

CLEVELAND—Here in Cleveland, which is unique in many
respects—for one thing it has long had economists and financiers
who get their voice through the Washington and Wall Street din-
one-of -the grossest cases of ingratitude ‘in history is ‘about to be

. “mocked.” I say “mocked” because it is the con-

[P—

sensus-of opinion of observers that: Phil Murray
and his CIO do not intend to do a thing to the
Communists in the CIO at the latter’s convention
which is scheduled to begin Monday. Meetings
of the executive board have been held this week
and the skids prepared for  the more .general
meeting, Rk
In'recent months Phil has achieved a'lot of
“ publicity -about what he intends to do to the Com-
" smunists.. Of the
bers, it is estimated 1 million are Communist led.
It appears to observers in this. preliminary week
that Phil is to do a lot of 'shouting and spattering
of invectives but in the end the CIO. picture will
be pretty ‘much the same. =
Where the ingratitude “enters in,".though, is
that instead of Phil’s hurling invectives at these
fellows he should greet them with open arms.’ He
owes his job to them. “The whole CIO owes them more than. can be
paid off in dollars and cents. You would -think that when they en-
téred the convention hall there ‘would be placards and ' banners and
cheering delegates bespeaking the 'praises of their founding fathers;
Instead there is to be the sham of abuse, but only that,

/ It has a decided bearing on any study of men of Murray’s and
John L. Lewis’ stripe, that the records of the House Un-American
Activities Committee are replete with facts and figures on how the
Communists organized ' this great American ‘labor movement. The
evidence'is-crystal clear on how they organized and led the sit-down
strikes in motors, on how they ‘set up'the-chain picketing in:New
York by which men and women chajned themselves together and lay
on the sidewalk to prevent entrance to business establishments.  The
evidence is abundantly clear as to' how they seized the state capitols
of Michigan and of Wisconsin,

The nearest Roosevelt the Great ever came to condemning any
of this was when, in the case of the strike in Little Steel, he said
fa:curse on both their houses;” and John L. Lewis retorted.it ill be-
hooved a man who had supped at labor’s table 'to say anything like
this, .and it did. - - i

In the ‘years past, the American Federation of Labor had spent
millions of dollars and caused any amount of bloodshed in an' effort
to organize the mass industries, The Communists showed how to do
At:and so if the organization of these industries is an accomplishment
in:the American labor movement, the Communists-should be praised
by both Phil Murray and Bill Green because the uplift of the work-
ingman is all their hearts bleed for, ;

vClrlish Bargeron

Lewis, Murray and the late Sidney _Hillman, the .House Un-

American Activities Committee records tell us, knew they were play-
ing with fire; Lewis and Hillman having had painful -experiences
with these babies before. But they were naive enough to think that
once they got their set-up they could get rid of hem. Lewis and Hill-
man, according to the Committee’s records, needed:experienced or-
ganizers badly. The Communists had them.

I can understand Lewis’ deep chagrin now, After being in the
forefront of the CIO movement, Rooosevelt saw to .it that these
Commies and ' Hillman kicked him out. ‘He had said in a famous,
$65,000 radio speech for Wendell Willkie in 1940 that if the latter
were not elected he would resign. his CIO Presidency. But, of course,
he didn’t mean this, Roosevelt, using the same Communists who had
catapulted Lewis to power, and Hillman, underwrote the carrying out
of his resignation threat.

But I am at a loss to know when Murray:came to be indignant
towards these fellows, when he came to look upon them as unaccept-
able citzens. Because all during the war, all during the.time of his
Presidency up until the eve of the 1948 Presidential election, he had
at-his right hand and was putty in the hands of Lee Pressman, who

refused to say, on the grounds of self-incrimination, whether. or not

he was a Communist—this before the House Un-American Activities |

Committee, .

Pressman’s attitude could not have been a surprise ‘to Murray.
For years his inclinations had been well known, When he went with
Henry Wallace in the ’48 campaign these inclinations became gener-
ally known, But they had never been any secret to Murray,

Indeed, Murray owes a lot to Pressman. ‘He owes to him.the

great build-up he has gotten as a labor statesman. He has seemed to
shrink since Pressman left him. Undotbtedly Murray misses him
very much.
. .Significant enough is the fact that Murray has not yet, in the
fight he is now supposed to be making to rid the CIO.of Commies,
charged them with being subversive, His grievance is that they
simply won’t adhere to the CIO policies, whatever they are.

' R tne i e He Lyons -0
George J' Ble",y Jmns [ -JEROME, A%?;s—F Fl)fnlfyons

i | is engaging in a securities busi-

F' S’ Moselev & co' .| ness from offices at 1 Main Street,

(Special to Txe FINaNcIAL CHRONICLE)

CHICAGO, ILL. — .George J. Bache '& Co. Adds
Blelby has become associated with | (Special to Tie FINANCIAL CHRONICLE)
F. S. Moseley & Co., 135 South CLEVELAND, OHIO—William
La ‘Salle Street. He was formerly 2 %
with the Northern Trust Co, of | L DeMora has joined the staff of
Chicago in the municipal bond | Bache & Co., National City East

CIO’s supposedly 6 million'mem=

division. by

| Sixth Building.

signals for business is playing
of things right 3
now. . unfortu- -
nately is sub- |
ject to change '§
without no- 8
tice. -
“What will |
come out . of .
the mediation
report at
Washington §
today” on the °
steel strike is °
unknown at
this moment, |
{)w:;ls told that @

ehind the
scenes last ©-Fy Hoghes
week the main idea of poth par-
ties to the disagreement was that
mediation was just prolonging the
trouble. Each side wanted Mr.
Truman' to step in " because it
seems that faces are very im-
portant .and only action by the
President of the U. S. . would save
their precious mugs.

- So I think it is a fair statement
to make that a few vain men have
thrust this industrial crisis upon
the country at a very inopportune
moment. First of all we have just
leveled off:from what looked - for
a while like a real downturn and,

-secondly, what is more important

*An_ address by Mr. Hughes at
luncheon session’ of the National

‘Conference .of Commercial Re-

ceivable ‘ Companies, Inc., ‘New
York: City, Oct. 25,:1949.

with the green and the red and. the Stop and Go. The scheme

still, we now face ‘a .world ad-
versary equipped with ;the war
weapon which we imagined would
be our sole possession for another
few years at least.

These. are considerations which
I feel most business : will agree’
should have meant no. steel strike
at-all or most certainly a speedy
settlement, ‘The coal strike -is‘in
a different category .and will re-,
main there, I'suppose, ‘as long as
Mr. Lewis continues:to glare from
beneath his bushy eyebrows.
Some day, let us hope, his lust. for
power will. over-reach itself and
an essential industry will no long-
er have to 'bow before his Hitler-
esque edicts.

Business trends today are
therefore subject on most fronts
to:the labor tie-ups in steel and
coal. Dependent industries slowly
or quickly must throttle down on
operations. ., In: the automobile. in-
dustry Ford and Chrysler ' will
chop off by Nov. 15 and General
Motors - will .limp ‘ahead a little
longer.  Big construction projects
will “feel “the :pinch. Appliance
manufacturers have already: start-~
ed to curtail. Steel will put-on
a dramatic¢ demonstration: of how
essential it is to the nation’s econ-
omy.,

Even if the word goes out to-
day.or tomorrow that a steel set-
tlement has been reached; indus-

try authorities say it will'be an-
other three weeks before the ‘fur-

naces once more will be producing
in'volume. So six weeks’ produc.

"tion has been lost for all except

asmall segment of the industry
—a mere 10%.
If .supply pipe-lines -had been

full and overflowing . before -the -

deadlock happened, one could see
how the reserve would take care
of .needs over the shutdown pe-
riod. ‘But-the crackdown on in-
ventories which started early this
year .applied almost as much to °
steel as to some other lines. Even
the -automobie producers started
to. .reduce their forward ‘pur<
chases ‘late in the Soring :when
the:used car: market.turned .sour.
Appliance manufacturers - were
curtailing ‘both orders .and pro-
duction rather sharply as demand"
for their products seemed to ‘fade
away, :

Steel surpluses, -therefore, -are
not expected to bridge much of
the gap caused by this tie-up. ‘This
was made clear by, the-heavy de-
mands reported by-the steel ware-
houses just as soon as the big
plants closed down. A settlement
this week will put the steel work-
ers.back on .the payrolls but net
the workers in other lines who
are either idle or will be }aid ¢ff
shortly .because their plants lack
necessary material,

The results of this -current’
crises are rbound. 'to “be ‘mixed—
and the.mixture is all on the un-

(Continued on page 37) -
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To be gnaranteed unconditionally as to payment of

Issuance and sale of these Certificates are

such of the undersigned and other dealers

R..W.'PRESSPRICH & CO.
‘EQUITABLE SECURITIES CORPORATION GREGORY &SON HARRIS, HALL & COMPANY

THE [ILLINOIS COMPANY

$15,780,000

Southern Pacific Company
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2%% Equipment Trust Certificates
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by Southern Pacific Company.

Priced to yield 1.20% to 2.50%, according to maturity

HALSEY, STUART ‘& CO. Inc.
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INCORPORATED
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‘L. F. ROTHSCHILD & CO.
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The Offering Circular may be obtained in any State inwhich this announcement is circulated Jfrom only
as.may lawfully offer these securitics in such State.
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(INCORPORATED)
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SCHWAEACHER & CO.
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' Government, Business and Labor
‘Must Work for Common Good

By EDWIN G. NOURSE*

Chairman, Council of Economic Advisers,

/initiative, prudence, :and -self-dis
;system than they put into it;
«workable distribution of ‘total

and (3) -acknowledge co
product. Holds monetary an

Executive Office of the President
Outgoing Presidential Adviser declares that all groups,

cipline; (2) recognize

in industry as well as politics, mast (1) display
that they cannot get more out of the ecomomic
Hlective bargaining in good faith as the road to a
d fiscal tricks have no power of magic but are

:a slippery road to misery. In second talk at New School doubts benefits of “mplemented planning.”

these records of progress are

the 50 years spanned by the
matters of common

The economic progress of this country has been almost fabulous since its founding,

or during the last century, or in

life of your organization. All

knowledge. As we come closer to the

present day,
the tempo of
progress
seems  to be
accelerating,
not ‘being
axrrested.
Against the
somber back-
drop of the
depres-
sion 30s, the
stimulus of
war . touched
off a blaze of
n e w achieve-
ment. - It ‘re-
«ealed . Jatent
powersfor
-production, not demonstrated- be-
fore, powers which -were inherent
. 4m-our natural reseurces,-our high-
-grade - labor force, rour-accumu-
dated capital, and ‘our capacious
credit reserves.. That-enlarged
economic power made us the-de-
eisive contributor to victory ‘and
.at the same time permitted ‘the
masses of our people to enjoy a
higher average of consumption
4han they had ever known before,
As I remarked in another con-
mection about a year ago, even a
war of such gigantic proportions
did not reduce us to the blood,
sweat and tears that were the lot
of England and our other allies.
“While individual deprivations
and family losses were grievous,
it could be said of the nation as
a whole that we lost some blood,
shed a few tears and got up a
healthy sweat.” ‘

Edwin G. NO‘"‘M" i

L

Postwar Slump Prophesied

After the war many. people,
reasoning by analogy, prophesied
that we would rave a postwar
slump, that demobilization would
throw 8,000 000 or perhaps 10,-
000,000 workers in‘o the ranks of
ihe unemployed., But we passed
{rom victorious war to vigorous
peacetimereconversion with
zmazingly little lost motion. As-
sembly lines were switched back
40 peacetime goods, pinelines were
filled and trade relations were re-
established.  Consumers,” with
plump pay envelopes and an un-
precedented reserve stock - of
liquid savings, resumed their
normal but now enlarged role in
the market as stimulators and
«guides of the productive process.

“The Employment Act under
-which I have the honor to serve
4s .a march-of-progress act. It
«alls for maximum  production,
«employment and purchasing
power, engendered by free com-
petitive enterprise complemented
by prudent but vigorous ‘public
.enterprise and. sustained over the
. years with only moderate ups and
- .downs. I am mnot. prepared to say
_that 1948 and 1949 precisely meas-
yre the maximum of production;
employment and purchasing power
Aor the United States, but I ven-
4ure the thought that they may be
- ,aecepted as at leart “a reasonable
«facsimile thereof.”. = As-we now
.approach the year-end, Iam not
prepared to offer you any -assur-
ange, private or official, that we
-shall do precisely that well next
_year, throughout the decade of

*An address by Dr. Nourse be~
fore National Retail~ Farm
Equipment -Acsociation; Wash-
ington, D. C., Oct. 18, 1649,

the 50s, or for the rest of this
century. It is notable, however,
that the events of the last 10 years
,or so, taken in the perspective of
‘ preceding - decades, have given
‘many thoughtful persons confi-
dence to make projections that are
about that optimistic. I need cite
only two, which come from par-
| ticularly significant sources and,
by coincidence, both from persons
| whom I may call “colleague.”

My. former and long-time col-
'league, President Moulton of the
» Brookings Institution, in'his recent
‘book, “Controlling Factors in'Eco-
nomic Development;” ‘envisages a
doubling of population ‘during the
pext century and . an -eight-fold
rise in general standards -of liv-
ing_ $ih

Mr. Keyserling’s Optimism

My more recent colleague,

Vice-Chairman Leon Keyserling,
in his address, “Prospects - for
Economic Growth,” at the Demo-
cratic Party Conference on Land,
Water and Jobs in’ San Francisco
a month ago, envisaged a march
of progress for the next 10 years
“founded conservatively upon
rates of growth that we have
achieved during good years in the
past.” On this basis, he said, “we
can lift our total annual output of
goods and services from $262 bil-
lion in 1948 to . . . about $350
billion by 1958.”
This, he estimates, would per-
mit almost all families to “reach
a minimum income level of
around $4,000,” with more than
$40 billion left to “improve in-
come in. the higher brackets.”
Farm incomes would gain “almost
35% . . . a somewhat more
rapid relative gain than the popu-
lation .as a whole, because our
rural areas have not yet attaine:d
the parity of income and oppor-
tunity which is both just and
essential for an economy healthful
in all its parts.”

Furthermore, social = security
would be improved, health and
education better provided for, the
long-range resource development
program enlarged, and ‘“home
building for all income groups
stepped up to a pace which would
provide a decent home for every
American family.” Finally, Mr.
Keyserling argued that that pro-
jected national production would
also “be enough to achieve bal-
anced budgets, make large retire-
ments on the national debts . ..
and leave substantial room for
tax reduction.”

I am not too clear. as to how
Mr. Moulion derived his factor of
8. Nor am I altogether sure that
Mr. Keyserling could simultane-
ously raise wages,. farmincomes,
and business profits so. fast and
at the same time reduce the pub-
lic' debt and cut taxes. But
“hitching our ‘wagons - lo -the
stars” has -been .good 'American
practice, and it is ‘not my pur-
pose to quibble with the precise
‘terms of either of these coura-
geous projections. I want to ‘call
your attention rather to the fact
that. in - both cases, the prospect
of great progress is made condi-
tional.

.Mr. Moulton says plainly that
his. projection is only.“concerned
with economic potentials, as gov-
erned by resources and produc-

tive power.,” He thereupon turns
to consider’.the kind of econcmic
organization and practices, public
and private, that would be needed
to bring these potentials to actual
fruition. “What principles, meth-
cds, or policies,” he’ asks, “must
be pursued in order to realize in
fullest measure our national eco-
nomic goals?”

Mr. Keyserling too, after out-
lining his 10-year targets, under-
takes to put.them in the perspec-
tive of reality by.adding that,-to
achieve them, “we need ever-im-
proved cooperation between labor
policies “which will:allow: enouzh
capital “accumulation * to" expand
productive’ facilities and provide
enough: purchasing power. to buy
the full product... .. .. a satisfac-
tory program for completing the
postwar - adjustment . of agricul-
iure,” and -government programs
“to conserve and build up our
natural resources, to improve the
systems  which give us security
against the hazards and risks of
modern industrial life, and to
maintain that regulatory vigilance
which prevents any one groip
from - seeking ‘1o benefit unfairly
at the expense of another.”

No Easy Optimism
Now, what does all this review

‘of predictions of progress lead up

to? To me, it proclaims an al-
most - self-evident = truth that,
with our traditions, our training,
and our resources, the march of

should be even greater—much
greater—ihan the quite creditable
record of the past. But that does
not mean an easy life for a gen-
eration born with a silver spoon
in, its mouth. No, it underlines a
tremendous responsibility. Those
dreams of progress will go a
glimmering - unless they are in-
telligently and diligently brought
to pass. The free world looks to
us to be.the pacemakers of that
progress, to be the rock on which
the non-Soviet future can be
built. To falter or to lag in our
task would be to dishonor our
fathers and .to defraud our sons.
But in all seriousness, I must say
that as I look aboyt me.I .am
filled with real concern. I can-
not indulge in easy optimism.

Both Labor and.b Business.at Fault

As . an economist, I.do not see
standards of life being raised ade-~
auately .out . of enlarged produc-
tion- when a -great labor organi-
zation sees the.current situation
as “the occasion for a reduction
in the  hours.of work” [to 35 or
30], “lest the productivity of the
labor force exceed-the power of
the market to_ absorb- the _total
production:: uncer- prevailing .and
impending -conditions,” -or. .when
the czar- of coal-orders a: 3-day
week (21 hours) with foll'pay for
a redundant labor force and ‘when
pensions-at- 60 -are demanded for
a population steadily ' becoming
longer lived. A -

i am filled with apprehension
too when I look to management
and see it chcosing the costs of
banked fires and.the demorali-
zation of the delicate adjustments
of. supply .lines . and: distribution
patterns rather than capitalisti-

" (Continued on ‘page 30)

‘and. management,” price. and wage |:

economic progress from here on|

Thursday; October -2, 1949

'Dealer-Broker Investment
Recommendations and Literature
It is understood that the firms mentioned will be pleased
to send interested parties the following literature:

. Bank and Trust Companies of
New York — Comparative figures
on leading companies for the third
quarter of 1949—New York Han-
seatic Corporation, 120 Broadway,
New York 5, N. Y.

Market Microscope—Analysis cf
the market as a whole—Francis I,
du Pont & Co., 1 Wall Street, New
York 5, N. Y.

Market Observations—Monthly
report—Harris, Upham &  Co.,
14 Wall Street, New York 5, N. Y,

Most Fascinating Business in the
World — Brochure describing. the
processing of various kinds of
transparent films, foils and other
materials—The Dobeckmun Com-
pany, Cleveland 1, Ohio.

10-year performance of 35.indus-~
trial -stocks—National - Quotation
Bureau, Inc., 46 Front Street, New
York ‘, N.. Y.

i Stocks versus Dollars — Discus-
sion of curreney inflation—Jacques
Coe & Co., 39 Broadway, New
York 6, N. Y.

 Titanium Metal—and five good
companies well placed to make
money from it—Goodbody & Co.,
115 Broadway, New York 6, N. Y.
Also available is a memoran-
dum on Bulolo Geld Dredging.

* * *

Bingham-Herbrand Corporation
—New circular—Wm. J. Mericka
& Co., Inc.,, Union Commerce
Building, Cleveland 14, Ohio.

Christiana Securities Company
— Analysis—Francis. I. du Pont &
Co., 1 Wall Street, New York 5,
N.Y.

Colombia Bolivia—New study—
Zippin & Co., 208 South La Salle
Street, Chicago 4, Ill.

Columbia Broadcasting System,
Inc. — Analysis — Eastman, Dillon
& Co., 15 Broad Streei, New York
5 N. Y.

Consolidated Gas Electric Light
& Power Company of Baltimore—
Analysis—Stein Bros. & Boyce, 6
South Calvert Street, Baltimore 2,
Md.

Douglas Aircraft Company, Inc,
—Special review—John H. Lewis
& Co., 63 Wall Street, New York
5, N. Y,

First Bank Stock Corporation of
Minneapolis — Analytical study—
Paine; Webber, Jackson & Curtis,
95 Broad Street, New York 4, N.Y.

"Gaspe' Oll Ventures, Ltd.—Late
data — L. D. Sherman: & Co:, 30
Pine Street, New York 5, N. Y.

‘_Gulf 0il Corporation—Study— |

H. Hentz & Co., 60 Beaver Street,
New York 4, N..'Y. LiEh
Hugoton Production Company—
Analysis, — Hill, Richards & Co.,
G, A. Saxton & Co.; Inc;, 70 Pine
Street, New York 5, N. Y.

Hoffman ' Radie -Corporation—
Analysis — Hill Richards & Co,,
621 Soath Spring Street; Los An-
geles 14, Calif. - - :

J. P. Morgan & Co., Incorpo-
rated—Analysis—Laird, Bissell &

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

. Qver - the - Counter . - Industrial
Stock Index — Booklet recording:

_ New England Public ‘Service—-
New Study—Ira Haupt & Co., 111
Broadway, New York 6, N. Y.

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

Pennsylvania Railroad — Study
in values—Hecker & Co., Liberty
Trust Building, Philadelphia 7, Pa.

St. Louis San Francisco Railway
Co.—Study—Vilas & Hickey, 49
Wall Street, New York 5, N. Y.

Also available is a table of com-
parative figures on Public Utility |
Bonds.

Shatterproof Glass Corporation i
— Memorandum — Peter Barken,
32 Broadway, New York 4, N, Y.

. Tishman Realty & Construction
Co.,; Inc. — Analysis — Dreyfus &
Co.;-50.Broadway, New. York 4,
N. Y. )

Warner - Bros. -Pictures, Inc.—
Summary -and opinion—E. F. Hut~ .
ton. & Company, 61 Broadway,
New York 6, N. Y.

Western Union — Brief memo-
randum-—Bruns, Nordeman & Co., -
60 Beaver Street, New York 4,
N. Y

Wisconsin Bankshares Corpora-
tion—Analysis in current issue of
“«Business and Financial Digest”—
Loewi ‘& Co., 225 East Mason
Street, Milwaukee 2, Wis.

COMING
EVENTS

In Investment Field

Oct. 27, 1949 (New York, N. Y.)

New York Group of the Invest-
ment- Bankers Association annual
dinner and election at the Hotel
Pierre.

Nov. 15,1949 (New York City) .
Association of Stock Exchange
firms annual meeting and elecﬁon.

Dec. 4-9, 1949 (Hollywood, Fla.)

Investment Bankers Associatlon. .
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.

Two With Waddell
& Reed, Inc.

(Special to THE FINANCIAL CHRONICLE) 3
BEVERLY HILLS, .CALIF.—
Mehrle K. Gouker and Bertram
M. Meyer are now with Waddell -
& Reed, Inc., 8943 Wilshire Boule-

vard. :

With Bingham, Walter
(Special: to “THE . FINANCIAL. CHRONICLE) *

- LOS ANGELES, CALIF. — H.
Paul Keller has become affiliated -

{ with Bingham, Walter & Hurry, '

621 South Spring Street. members
of -the Los -Angeles-Stock Ex- -
change. He was formerly with G.
Brashears & Co. €

With Crowell, Weedon

' (Special to Tz FINANCIAL CHRONICLE)
"/LOS ANGELES, CALIF.—
Walter A. Wolford, formerly with
G. Brahears & Co, is now .as-
sociated with Crowell, Weedon &
Co., 650 - South. Spring - Street,
‘members of the Los Angeles Stock
Exchange.

tized for FRASER
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- Oprsiiunities for Bank Profits in
Federal Refunding!

Sylvia F..Porter tells

Iowa Bankers Treasury refunding operations

by note-offerings in open market will give leeway in purchasing gov-

ernment obligations. in ‘favorable maturity ranges.

intermediate bonds,

Sees billions of

beginning in 1952, becoming eligible for

baek purchase.

_According to Sylvia F.

*Post,” and Editor of “Reporting

Porter,
on - Governments,”
Jetter on U. S.'Government securities, “of the utmost. practical inter-|.

Financial Editor of the New York
a weekly news

est to all bankers.is the Pprospect that Treasury notes soon will again
L :

béecome a
major medium-
for bond .re-
fundings .and
«cash . financ- -
-ings and -that
beginning
in -December;
mnew - trading
and - profit.
‘opportunities
‘will open-to
banks.”. | ..

- -Speaking
beforeithe .
£3d-annual
.‘t:obn;entiogwoafl Sylvia F. Porter :
Bankers Asso- W . 0ol
«ciation -at - the. ‘Hotel ' Fort : Des
Moines on-Oct.. 18, Miss . Porter
forecast that' a.new era in ‘gov-
ernment “debt - management . will
start soon, - -“The significance. of
the ‘Treasury’s ‘August announce-
nient ‘that ‘notes will be- sold: to
refund ' the :$4.3 billion” of bonds
called for December is being defi-
nitely 'underestimated by many
investors,” she said, : " -

“This marks the first major
move away from the postwar re-
funding pattern which ‘has pri-
marily  involved certificates and
just a few notes. It forecasts a
return to the use of notes as a
prime medium for bond refund-
ings in the next couple of years
and also for 'deficit. financing,
when and if necessary through the
open ‘market. - Notes, which are
government obligations maturing
between one and five years, have
virtually disappeared from the
government list since the war.

“In 1950, there will be more
note. offerings to refund called
‘bonds and quite possibly, notes to
raise new cash in the spring. The
1953-1958 maturity ranges are
definitely scheduled for filling as
bond maturities come up for re-
funding in the next few years.

“Not only does this prospect
mean that bankers will have
opportunities to purchase govern-
ment obligations in maturity
ranges they favor. It also will
have a direct impact upon the
few bank-eligible issues now ma-
turing in the mid-50s which have
until  now : enjoyed an ' unusual
scarcity value. In‘ addition, it
should be stressed that beginning
in 1952, billions of intermediate
bonds will become eligible for
bank purchase. These supplies
©of bonds will drastically alter the
government market picture.

“Banks which minimize or ig-
nore the changing outlook -will
forfeit important chances to adjust
theirportfolios for maximum
safety, income and appreciation.”

Whichever way the refunding-
financing problem of the Treasury
is viewed, the above analysis
makes  sense, Miss Porter con-
tinued. “At today’s interest rate
ievels, the Treasury may finance
at costs most .favorable to itself
and even at higher rate levels,
it will be in a favorable position.
‘With coupons on maturing bonds
ranging up to 3%, it has the
widest latitude 'in choosing note
coupons. It may save money in
interest costs; it may meet bank
demands for more varied offer-
ings; it may extend the debt and
prevent an undue and potentially
dangerous concentration in the
shortest-term -area. . It may, in
truth, uphold a refunding policy
of this nature ‘as intelligent and
“fair; ‘It makes-sense. The August

announcement was

a first. hint. of
what is to come. i

1| . “The:key point for all .institu-.
tions to remember is that the debt’

management and fiscal policies of
the Treasury and the Federal Re-

i | serve - Board “will continue . to

exercise a profound ififluence on

1| the  investment - markets for the:
rest of our lives, It is impossible
|| for an institution' to carry out-a

realistic investment program re-

/| turning maximum  income -and |

profit .within the bounds of ap-

”| propriate safety” unless that. insti-

tution keeps closely informed: on
actual  debt - management meves

-and-at - all. times. is aware of .the:

economic and ‘political factors-be-
hind those moves.” ?

Miss  Porter - predicted that in
the. coming shifts in government
debt management policies will lie
definite “opportunities for banks
to improve their ' earnings while
enhancing the safety of their port-
folios.. . And in them ‘will lie im-
portant - clue 'to - policies +banks
should ' follow 'in other markets,
outside the highest grade govern-
ment bond list.” )

There. are. opportunities for ad-
justments right now ‘in the gov-
ernment market which many
banks are overlooking, she added.
“It has been long-standing tradi-
tion among bankers, for instance,
to scatter maturities throughout a
bond list and ‘to place their port-
folios  primarily in shorts and
intermediates and partly in longs.
But this blind adherence to a pol-
icy because it is traditional and
popular many be contrary to an
institution’s interests, As an il-
lustration, a - portfolio - divided
between certificates and the long-
term bank-eligible 21%s may pro-
vide greater safety, earnings and
chances of profit than a portfolio
including various maturities and
concentrated in such inter-
mediates as the 1959/56 2Ys and
the 1958/56 214s. The certificates
provide the safety and liquidity
needed and since these may be
rolled over from year to year,
maturities may be made available
at the various dates desired by
the individual institution. The
long-term bonds provide the earn-
ings necessary. And since in this
portfolio division, the weight of
course would be on the certifi-
cates, by so adjusting its portfolio,
an institution actually could de-
crease its risk.” :

The policies of the Treasury and
the Federal Reserve Board at this
moment may be characterized as
in a state of “relative inertia.”
Miss Porter suggested. “For
months, the business situation has
been the key determinant in fiscal
and debt management policies and
it is ‘now. In high Washington
circles, opinion recently has be-
come _decidedly confident on the
near-term outlook for business
and barring disastrously pro-
longed. strikes, authorities in the
Treasury and Reserve Board ex-
pect satisfactory business to con-
tinue  through the year - end.
increases in ‘bank loans are
viewed as gratifying. Production
in September rose at an impres-
sive rate and would be up again
were strikes not interfering. Tax
receipts.actually are running
ahead of receipts in the compar-
able period of the fiscal year in
1948, The Treasury’s balance is
Now over $5.5 billion, including
the sterilized gold, which plainly

' (Continued on'page 22) .

very .. great, the. authorities ad-'

* The Outlook for Int

. .By. MARCUS_NADLER*

Professor of Finance, New York Unlv-ersit&.

Dr. Nadler, reviewing current situation affecting inferest rates;

of both long-term and short-term
. y ' is

. The trend of interest rates,

ness activity and the status of

the credit policies of the moneta

on. the move-¢

forecasts little change in present level -

rates in the foreseeable future. Says principle uncertainty in picture
fiscal position of Federal Government. '

short-term as well as long-term, depends primarily on busi-
the Treasury. Both these factors have
ry authorities, which in turn exercise

a direct bearing ‘on
a powerful influence

ment - of in-
terest - ‘rates,
¢ - This was con-
clusively
.d emonstrated
during 1948
-and during
-the present
-year,
- .In 1948,
‘when business
. Activity was
at'a high level
and the spiral
- of wages-and
-prices was
still. in opera-
wose b tion, and. par-,
ticularly' since the : Treasury had
an excess-of revenue over: expen-
ditures;: the :monetary. authorities
did ‘not. hesitate: to. raisethe:re-
serve-.requirements..of the .mem-,
ber-banks:and «to..permit-a.mod-
erate increase:in the short-term
rate .of interest. .But despite .the
fact that the country :was:in.the
midst of. a:serious-inflation and
the demand .for money. on -the
part, of industry and.trade. was

Dr. Marcus Nadler

hered .to the .policy of. maintain-
ing .an: orderly: government bond
market. They established a rate
at .which. the Federal Reserve
Banks.were. willing to buy. gov-
ernment . securities in the .open
market, - and . in support of  the
prices. of government  securities
the Reserve . banks actually
bought several billions of long-
term obligations.

The experience of 1948 taught
some very important lessons,
namelv, (1) that the monetarv
authorities still' consider credit

*An address by Dr. Nadler at
the Annual Convention'of the
Commercial = Finance  Indwustry,

measures important for influenc-
ing business activity, and (2). that.
irrespective of business activity
and the movement of ‘commodity
prices, the government bond mar-
ket has to be protected. Such pro-
tection is ‘undoubtedly sound be-
cause the stability of the govern-
ment - bond -market -is an impor-
tant fartor in the general stability-
of the economy. One may- crit-
icize  some "details 'of  the * policy
but, broadly. speaking, the basic
philosophy underlying the support
of the .government .bond. market
is sound.. . ;

Economic : conditions ' in. 1949
were ' quite different from . those
that prevailed in’'1948. Business
activity . tended to decline.. The
index of industrial activity, which
was: 195 in October 1948, deelined-
to 162 in-July 1949.: Commodity
prices-decreased’ and-the number
of unemployed rose. At the same
time,:the surplus of .the .Treasury
‘was converted into a deficit:. The
‘monetary. authorities -were .quick
to realize the ‘changed economic
conditions and - their policies also
underwent a considerable change.
Reserve requirements: were Jow-
ered.: The short-term rates of in-
terest on government securities
were reduced. and a.change in the

authorities took ‘place. Neverthe-
less, the Reserve Board reiterated
that the policy of maintaining the
government bond market orderly
would remain unchanged.

The Outlook for Short-Term Rates

As in the past, the outlook for
short-term rates ‘will ‘depend on
business activity -and. the policy
of the Treasury. Right now the
economy of the country is wit-
nessing an upswing which is
partly seasonal in character :and

New York City, Oct. 24,°1949.

partly the result of the replen-

open market policy of the Reserve | 14 %

ishing” of . inventories. To ‘what
extent threatening an+ actual
strikes in ‘some of the basic in-
dustries have contributed ‘to  the
accumulation of inventories it is
difficult to say. While the trend
of business is upward the demand
for bank credit is bound to in-
crease, and this in turn will re-
:ease\the pressure- on -the ‘banks
o
tions. T
: Whether the present upswing
will continue -and carry, -through
1950 no-one. can tell. It will-de-
pend - to a large extent. on: the
readjustment which some of ‘the
heavy goods industries, ‘notably
'steel ‘and-automobiles have to go
through.. If the upswing in busi-
ness'does continue, however, a
moderate firming - in - short-term
rates. .can -be expected. On the
other- hand,: if 'business.  activity
next year tends to decline, money
rates 'will witness a further mod-
erate - decline.. "The: swings. in
short-term rates;, however, . can
only . be. very. moderate in- char-
acter, ' One: .may . state - with a
fair .degree .of certainty. that. in
all .probability the swing :in. the
certificate rate, which at present
is the most important short-term
rate, may fluctuate between 1 and
470

- The operations of the Treasury.
will also- play an important role
in the money madrket. In the first
place, it is known that the Treas-
ury is operating with a substantial
deficit. and will have to appear
in the market as a borrower. Al-
ready last August the Treasury
borrowed through-increasing the
supply of Treasury bills. Secondly,

the Treasury will be confronted
with the task of refunding a large
amount of -matured ‘and = called

(Continu_ed on page 35)

This advertisenment is under no circumstances to be considered as an offering-of -these securities
for sale, or as a solicitation of an offer to buy any of such securities.
The offering is made only by the Prospectus.

$40,000,000

Indianapolis Power €7 Light Company

First Mortgage Bonds 27%% Series, due 1979

Due October 1, 1979

Price 102.125% and Accrued Interest

Copies of the Prospectus are obtainable from the Undersigned.

Lehman Brothers Goldman, Sachs €7 Co. 'The First Boston Corporation

Drexel €2 Co.

Glore, Fofgan & Co.

Union Securities Corporation .

Hayden, Stone €7 Co.. Hornblower &7 Weeks Paine,Webbef,]ackson&)’Curtis -

Hallgarten € Co.

Riter €7 Co.

October 21, 1949

Central Republic Company

(Incorporated) ’

Tucker, Anthony €7 Co.

ac_qu_ire _government - obliga-L

-
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When Stockholders Weigh Their Banks
s By MORRIS A, SCHAPIRO* ]

President, M. A, Schapiro & Co., Inc., Investment Bankers '

"'10 (1658) . Thursday, October.27, 1949

Bank and Insurance Stocks

By H. E. JOHNSON
This Week—Bank Stocks

For the first nine months of the current year net operating earn-
.ings as reported by New Vork City banks have been maintained: at
.a generally stable level. ; S
; Although there have been a number of divergent trends within
“the banking ‘field, the different forces have ‘tended to offset each

Bank stock expert, in commenting on current market values of leading bank shares considerably below
their estimated book values, cites as reasons for this situation: (1) unfavorable impact on investors of
low interest rates, rising operating costs and high income taxes; (2) penalizing of bank stockholder by
monetary authorities; and (3) low earning- power of banks. Foresees difficulties in obtaining new

' bank capital.

Today we are to discuss the stockholders’ view of banks. What dostockhblders really
think

other with the end result one of relative stability in operating earn-
‘ings. ;
) ‘The decline in business activity which began -around the latter
_part of last year was accompanied by certain deflationary forces.
“This. was reflected in a reduction of inventories by retailers .and
avholesalers and the liquidation of bank debt on a large scale, Eince
4he middle of the year there has been a reversal of the loan decline,
due to restocking of supplies and merchandise as well as some sea-
‘sonal factors, making for a larger loan volume. Nevertheless, .com-
.amercial loan totals remain below those for the comparable period of
dast year. . y

Accompanying the decline in business activity and -loan volume
“has been the adoption by the monetary authorities ‘of certain meas-
sures to ease credit. :

Of particular importance in this connection is the redqction ‘of
required reserves. Approximately .a year.ago, reserve requirements
at central reserve cities were equal t0.26% of net demand deposits.
After two reductions of two percentage points, they .are now at 22%.

MPhere ‘has .also ‘been .a reduction in the reserves required on ‘time
* dlepostts from 7% % to 5%. These reductions have released about $800
*'million for lending and investing. . -
. These funds and those provided by the ‘lower :demand -for busi-
'ness loans were for the most -part invested in U, S. Governm.entrobli-
gations and to a small .extent in other securities. -Thus while -there
.was:a larger volume of :earning assets -available, ‘their effect was off-
-set by the lower yields obtainable from U. S. Governments and the
smaller volume of business loans with the result that:operating earn-
‘.ings were little . changed. : ! 3 :
. The following tabulation shows the net.operating 'earnings of those
.'New York City banks which make such figures ‘available-on a.quar-
. terly ‘basis. Per share figures are shown for the first three quarters
.-of the current year corpared with those for the similar period ‘of 1948.

REPORTED ‘OPERATING EARNINGS PER SHARE

: i First Second Third Nine
—Quarter— | —Quarter— —Quarter—  —Months—
1949 - 1948 1949 ' 1948 1949 1948 1949 1948

$0.72 $0.87 $0.80 $0.76 '$0.74 $0.69 $2.26 $2.32

0.63 057 0.64 0.54 0.60 -1.69 1.87
03 067 075 0.3 074 2.15 2.22
0.86 0.83 '0:85 0.78 0.75 2.42 2.46
497 446 4.05 4.78 4.8513.52 13.17
033 033 032 :0.35 033 1.02 0.08
119 147120 1.15.1.07 348 346
389 343 3.80 3.92 295 10.55 10:62
077 0.81 080 0.79 080 240 2.37
New York Trust--_- 156 154 158 1.62 169 471 4.83
Public National 113 114 119 115 123 338 355

*Adjusted to p}esenc capifalization—2,250,000 shares. tIncludes City Bank Farm-
ers Trusy Company.

‘Bankers Trust

Chase National
“Chemical ‘Bank
~-Commercial National 0.81

Guaranty Trust

Irving Trust
zManufacturers. Trust -1.16
+ J.P. Morgan
‘National:City

In reviewing the foregoing figures several considerations should
be kept in mind.

All banks have not followed -a uniform ‘method . of reporting met
operating earnings. The different institutions have seen fit to handle
their reserves for bad debts in various ways. Some utilize the tax
saving derived from the bad debt reserve to add to valuation accounts.
Others use recoverieg or existing unallocated reserves, Some make
certain charges against earnings. In most cases there is a combina-
tion of several of these methods. "

“For example in the above comparison, Chase Bank reports-oper-
ating earnings after .certain ‘charges have been-made :against ‘them
for bad debt reserves. Guaranty Trust, on the other hand. reports
net operating earnings before such charges.. While there is .o criti-
cism involved, the different accounting:considerations should be kept
in mind in reviewing the earnings statements.

Another factor which should be remembered in connection with
the operating earning figures is that of security profits, The reversal
of the trend of interest rates during the past year has meant that a
more favorable showing in this division of the -profit-account is likely
this year. Several banks reported losses in security transactions last
year; these should all be converted ‘into .profits ;in 1949, with the
result that total earnings will compare favorably with those of “a
year ago. 4

In regard to the trend of operating earnings for the final quarter
of the year, the pattern should continue to be one of relative stability
with final results comparablé to'those of 1943, :

Bache Adds to Staff

(Special # THE FINANCIAL- CHRONICLE)

CLEVELAND, OHIO—Robert C.

J. P. Morgan & Co.

Incorporated .

L. Gollwitzer, Lane Jonap and
Arthur L. Moore are now affili-
‘dted with Bache & :Co., National
City East Sixth Building.

With Wm. C. Roney & Co.

(Special to THeg FINANCIAL CHRONICLE)

Analysis on request

Laird, Bissell & Meeds .

Members New York Stock Exchange
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500
. .. .Bell Teletype—NY 1-1248°49.. . ..
(L. A. Gibbs, Manager Trading Dept.)

Giradot has become associated
with Wm. C. Roney & Co., Buhl
Building, members’ of the "New
York and Detroit Stock Exchanges.

tized for FRASER
'ra_ser‘.'stlouisfed.org/

panies in the United ‘States.

of their banks? There are about 14,200 operating commercial banks and trust com-

Their ‘stockholders have ‘an aggregate equity-of about $10.6

billion, as indicated by the total
capital accounts of these institu~:
tions -on June 30, 1949. We can-
not presume to speak for all
banks. Obviously, there are t00
many’ individual groups and clas-,
sifications of banks and their:
stockholders to make generaliza-
tions for all. i

Moreover, it.is difficult to speak.
for all the stockholders of any ene;
individual bank. There.are. groups;
among stockholders whose inter-!
ests are at times not parallel.” For|
example, there ‘are the stockhold-
ers ‘who- .are -customers “of the
bank; those who have .other busi-
ness relations ‘with  the -bank;
those ‘who are employed by ‘the
bank, and finally, there are the.
stockholders -who are interested

-are the owners of the banks:in the
purest ‘sense. 1

than others. We 'know that
changes in the last 20 years, polit-
ical, economic, legislative and so-
cial, ‘have created more prosper-
ity ‘for ‘some 'banks and’ less for
‘others. The rate of population
growth, . rapid .in certain areas,
slow in others, has been.a major
factor in changing economic ac-
‘tivity, So .has the shift.by indus-
try to new centers, as well as the
establishment of new enterprises.
Banks doing a _retail -business,
serving the broad, general public,
have fared better than wholesale
banks with important but rela-
tively fewer cutomers. The im-
pact of low interest rates, rising
costs and high. taxes has. affected
some banks more adversely than
others. ;

‘Weighing Market Value of
Bank Shares

When  stockholders weigh their
banks, they must necessarily count
the value of their shares in the
market place. Let us, therefore,
consider the market value of a
selected group of 50 large, well
known banks. In this group are
banks, few in number, whose
ownership among private and in-
stitutional investors is nationwide.
These 50 constitute by far the
largest portion of the 14,200 op-
'erating ‘commercial banks and
‘rust ~companies in -the United
States, whose shares are quoted
and -traded .daily. Undoubtedly,
ithe -valuation of these leading
bank shares affects the market for
all bank stocks.

When stockholders weigh their
banks, the recurring question is,

‘| stockholders .whose
‘| are recent ;ask -also, “Why 'is -the

‘Chiléls, James H. Denney, Richard

DETROIT, MICH. — Thomas C.|

“Why is my stock selling for less
than book value?” And let _us
here ‘define book value as the
total per share of common capital
stock account, surplus, undivided
profits, and reserves for contin-
gencies. It is the stated net worth,
or .the stockholders’ equity per
share based on official reports to
the banking authorities. Some
investments

additional stock which my bank
allowed me the privilege of sub-
scribing at a’discount from this
book value three or four years
ago, selling now for: less than
what I paid?” :

_These questions are-often coun-
tered” ‘with — *“True, -bank stocks
ar€ selling at a discount, but so

before the National Association of
Bank Auditors and Comptrollers
at its AAnnual Convention; ‘Phila~

delphia, Pa., Oct. 25, 1949.

only in their investment. They®

Some banks have done better |

*An address by Mr. Schapiro|

are the securities of other 'busi-
nesses,” It is. generally conceded
that many common stocks are
selling below their intrinsic val-
ues. Banking, however, is differ-
ent from ‘other businesses. In the
case of banks, book values are
usually realizable, often readily
realizable through merger, sale of
assets, or even outright liquida-
tion.  Investment in plant..and
equipment is relatively low. Ob-
solescence and wear and tear are
not ‘as ‘important’ in the case of
banks. 'The ‘book value of a bank

is, not comparable with the book
value of -an :industrial. 'Thus, the|
question remains—Why, Banks at,
a Discount. . !

NEW YORK: .
- 1. National :City
2. 'Chase National
‘3.-Guaranty Trust
4, Manufacturers Trust
. Bankers Trust
. Central Hanover
7.-Chemical
. Irving Trust
. Bank tof Manhattan
..J. P. Morgan
. First National
.'New York Trust
.'Corn ‘Exchange
. Public ‘National
.‘Commercial National
. United States Trust
. Brooklyn Trust -
CHICAGO: :
18. Continental Illinois
19. First National
20. Northern Trust
21, Harris Trust
22. City National Bank
DETROIT:
23. National Bank Detroit
24. Manufacturers National
25. Detroit Bank
\BOSTON: :
26. First National
27. National Shawmut
PITTSBURGH:
28. 'Mellon National
'99. Peoples First National
PHILADELPHIA:
'30. Philadelphia National
31. Pennsylvania Company
32. Fidelity-Philadelphia
33.Corn Exchange
CLEVELAND:
34. Cleveland Trust
35. National City
36. Central National
CALIFORNIA:
"37. Bank of America
38, Security-First
39. American Trust
40, California Bank
PORTLAND (Ore.):
41, First National Bank
(CINCINNATI:
42, First National Bank
43, Fifth Third Union
ST. LOUIS:
44, First Ndtional Bank

' 46, Mississippi Valley Trust
KANSAS CITY:

47, Cily National Bank

48. Commerce Trust
PATERSON (N. J.):

49. First National Bank.
JERSEY CITY (N.J.):

50. First National ‘Bank

*Premium.

Market Values Compared to
Liquidating Values

Before answering, let us first
illustrate the ‘discount market
which has prevailed now for some
years. The ‘table herewith pre-
sents this group of 50 -banks and
three representative bank holding
companies. ‘Shown therein are the
book values per share on June
30, 1949, the market prices on
that day, and the percentage dis-
count from book value for each
‘bank. For purposes of uniformity,
the book value or net worth is
based ‘on the total capital accounts
shown in the: printed legal- state-

ment published in response to the

|-call as of June 30, 1949. 'In ‘this

* (Continued on page 32)

‘Book Value 6f ‘Market - % Discount *
Common Capital . .Price vfrom -t

Stock 6-30-49 . .Book Value
52.86 3834 26.7
47.36 33 29.3
370.30 729.2
- 62,79 . 247
55.30 313
128.58 33.3
46,50 15.3
23.48 35.6
31.24 29.6
301:.97 26.2
18.6
29.5
14.5
40.4
37.0
27.3
47.5

315
'23.7
49.1
32.2
49.2

25.8
28.6
30.7

45. Mercantile Commerce Bank.-

BANK. HOLDING. COMPANIES:
1. Marine :Midland Corporation
9. Northwest Bancorporation—__
3. First Bank Stock Corporation
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38th Annual Convention of IBAat
- Hollywood, Fia., Dec. 4-9 '

. The 1949 Annual' Convention of the Association will be held
at the Hollywood Beach Hotel, Hollywood, Fla., beginning on' Sun-
day, Dec. 4, and ending on Friday, Dec. 9. Hollywood provides an
unusually satisfactory site for an IBA convention,  and has proved |

i

ito. you.. -,

place, labor
... |and material
[<costs ‘on the !
railroads have  |§
spiraled tre- § i the situation as it actually exists
mendously ; today. .
since the be- i
; g o . .~ |Binning of
Mark. C. Elworthy World War 11,
- . |which has e ‘nized. by ‘government  officials,
~- |added many- : ;
millions of ;
: dq‘llar s-to ! | lederal and state highway com-
i ralllroad op- missions show conclusively ‘that
. | €rating - costs, the heavy trucks are falling far
|1 know -full - Raymond J. Morfa .| ¢hory of ‘paying- their’ way on the
well “that - the 4 \

| The Railroad Picture

‘By R. J. MORFA *

Chairman of the Board, Missouri-Kansas-Texas Lines

. Contending railroads operate within maze of antignated Federal and

state- regulations, executive con-

demns government subsidizing of competitors to rails in transportation field: Warns railread rates to-
day are dangerously near point vhere further increases will tend to drive away business. Concludes,
- “if present government regulation_s continue, railroads are headed; for government ownership.

‘The. railroad industry today is in a critical situation. That critical situation has been

lbrought about by a number of progressive developments which are in the main beyond the-
ccontrol of railroad management.: It is some of these developments that I wish to explain

In .the first | the situation without having all

© the Tacts before you. It is this
| subject that 1 wish ‘to discuss in
some detail with. the. hope that I
can give you.a clearer picture of

| - The fact that the trucking.in-
| dustry is substantially subsidized
is becoming. universally recog-

‘economists”and business leaders.
Results of many studies made by

highways- of our country.

John F. Fennelly

. to-be one of the Association’s most. popular megting places, .. Those
who have attended earlier conventions there will recall that .the’y
were. among the most successful and enjoyable. in the Association’s

history.

© = " The final details of the éonveniion program have not ‘yet been
fully: completed and cannot be annourced at this time.
will, however, follow. the pattern of recent years. .Th
convention session each morning from Monda
Prominent speakers will address: these sessions.® In addicion, there
three meetings of ‘the Board of Governors; and most
committees of the Association will hold meetings
during the convention znd will present their annual reports at that
time. "An open meeting of the Municipal Securities Committee will be
held on Sunday afternoon. With the exception of this meeting, and
possibly. one or two other committee meetings
schedule any business sessions for the afternoon
- The Association’s Public Education Committee will hold a Public
ginning Saturday morning, Dec. 3,
While this will not be a
members who arrive in Holl

will be two. or
of the national

Relations Forum at the hotel be

and continuing

Hazen S. Arnold

alternate. No fee will be re
Checks covering re
Association and for
~ It is an established
who are definitely elig
convention. It will therefor
1o take guests to the
diate family of a dele

All reservations for roo
through the Chicago office of
accompanies this bulletin sh

Hotel rates will be on an

Deuble Rooms (2 persons)

Double Rooms (1 person)

Single Rooms

Parlors

The hotel will not be o

gitized for FRASER
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| doubled  railroad operating . ex-

h Joseph: T. Johnson Laurence M. Marks - ‘-

freight. rates in: that. time have|

The program
ere will be a
through ‘Friday.

it is. not planned.to

‘ through Sunday morning,
part of the convention program,
prior to the convention will be welcome to attend.

REGULAR TICKET

- The Board of Governors will sub
ular Ticket for 1949-50. Thi
session on Dec. 9, and will b

mit to the convention the Reg-
s ticket will be voted on at the final

For President
Albert T. Armitage, Coffin & Burr, Incorporated, Boston.

For Vice-Presidents
, Braun, Bosworth & Company, Toledo.
Mark C. Elworthy, Elworthy & Co., San Francisco.
John F, Fennelly, Glore, Forgan & Co., Chicago.
Joseph: T, Johnson, The Milwaukee Company, Milwaukee,
Laurence M. Marks, Laurence M. Marks & Co., New York.

CONVENTION REGISTRATION FEE:

A registration fee 6f $40 will be charged for each delegate and
quired for wives or members of the press.
gistration feés should be made payable to the
warded to the Chicago office.

policy of the Association that only those
e By-Laws may attend an annual
e be impossible to comply with requests
convention, other than members of the imme-
gate or alternate,

HOTEL: ARRANGEMENTS

ms for -the -convention must be made
the Association. 'The white form which
ould be used for this purpose.
American Plan basis as follows:

$16 per day per

ibile under th

pen- for guests until the afternoon of Fri<
day, Dec. 2. Beginning then, it will'be able to accommodate a limited
number who wish to arrive before the opening of ‘the convention. It
will also be-able to accommodate a limited numbe
over after the convention. The rates quoted abov
period preceding the convention and for 10 days

Most of the rooms at the Hollywood- Beach Hotel are double
rooms. The single rooms are limited in number and are on the land
side of the hotel. As-double rooms will not be as
occupancy unless it develops at the last mi

operating methods,

r who wish to stay
e will apply- for the

signed for sif:le
aute that there

railroads; are not alone in this ex-
perience, but these items, together
with; taxes, : have . approximately

penses since 1939, and. they are
important factors which ‘must be
taken: int6; account in a considera~
tion of the overall railroad situa-
tion. :
-+~On the other hand, railroad

gone up approximately . 57%,
which is-a figure "considerably
below the average increase in the
prices of commodities of all kinds,
and the cost of living  index.
Nevertheless, railroad rates today
are dangerously near the point
where further increases will tend
to drive business to. competing
transportation agencies, and rail-
road management realizes that
further relief will have to come
from the practice of strict econ-
omy in operation; and from a
Zreater volume of traffic.

The railroads cannet; as in most
all' other industry, quickly-adjus:
their - prices to meet rapidly
changing  cenditions. - The in-
creased rates granted to date came
only after expensive and time-
consuming hearings before- the
Interstate Commerce Commission,
and the rates were. fixed by the
Commission and ‘granted many
months after their need became
apparent,  During the lag period
the railroads were without needed
relief’ while their cost of doing
business-was increasing at a rapid
pace,

The point I wish to stress here
is thefact that the railroads: of
our nation. operate within a maze
of ‘antiquated Federal and state
regulations covering almost every
operating procedure, with-a: con-
trolled rate structure which is in-
tensely rigid. These handicaps
make it exceedingly difficalt for
them to keep abreast of changing
conditions, and to promptly and
adequately: meet the: transporta-
tion demands of our growing and
expanding industry.

-Inroads of Competing Agencies

Great inroads are being made
today in. the rail traffie volume
because of vigorous activity by
competing agencies of transpor-
tation, . particularly the truck
lines, -which enjoy a liberal gov-
ernment subsidy in their opera-
tions. These. agencies .of transpor-
tation are also almost completely
free of regulation in the matter
of establishing rates and in other

I know all of you have read
or heard in recent months com-
ment, pro and con, on the sub-
ject  of truck subsidies, but you
cannot make a fair appraisal of

*An address by Mr. Morfa be-
fore the Fort Worth Lumbermen’s
Club, Fort Worth, Texas, Oct. 20,

Here "are a féw concrete ex-
amples ‘of the enlightening ' re-
sults of some of these surveys: A
study in" the State of California
showed' that it cost 22% more to
build highways. for both passen-
ger and heavy' truck traffic, and
55% more-to maintain' these high~
ways, than for passenger cars and
light trucks only. A survey con-
ducted: by the highway depart-
ment ‘of ‘the State of Pennsyl-
vania showed' that roads used by
heavy trucks: cost ‘16 times more
to maintain. than roads used: by
ardinary. traffic. This same study

developed that heavy trucks and

trailers. form 4% of Pennsyl- -
vania’s total traffic, pay 12% of

the motor. fees and gasoline taxes,

hut: cause approximately 90% of ;
the highway damage. !
. Many . other studies in other '
states have brought to light simi- °
lar: facts, and: if these conditions ;
prevail in other- states the: situ- - |
ation capnot be far different here g

in Texas: !
i The ‘truck lines: claim that by :
the payment. of taxes they are ;
paying their way on- the public- -
owned highways, A factor here
that is overlooked. is that what- ;
ever taxes- the truck industry |
pays, that:is. all'they pay for the )
use of their rights-of-way, which 1
are ‘the highways. A true com- :
parison must be made with the !
over-all’ cost borne’ by. the rail- '
roads for providing, maintaining |
and paying taxes on their rights- '
of-way.. . Our - railroads - have- an -
average value of $80,000 a mile,

which was paid for by the rail-

roads. Maintenance costs average:
$5,000  a mile, and on top of this:
the railroads pay an average of’
$1,200 a mile a year in- taxes to»
local and state governments. And"

(Continued on page 31)

This is under no civcumstances to be construed asian.offering of these securities for sale; or as an
offer to buy, or as a solicitation of an offer to buy, any of such securities.
The offer is made only by means of the Prospectus.

NEW ISSUE

October 21, 1949

239,601 Shares
[llinois Power Company

~Common Stock

(without par value)

®

Subscription Watrants evidencing the right to subscribe to these Shares at
#31,50 per share are being issued by the Company to holders of its outstanding,
Common Stack. Subscription Warrants will expire at 3 P.M., Central Standard "
Time, November 3, 1949, as more fully set forth in the Prospectus.

During the subscription period, the several underwriters, including the under-
signed, may offer and sell shares of Common Stock, including shares purchased
or to be purchased by them through the exercise of Subscription Warrants, at
prices not less than the Subscription Price set forth above less any corcession to
dealers and not greater than the then current offering price on the New York
Stock Exchange plusan amountequal to Stock Exchange brokerage commissions.

Copies of the Prospectus may be obtained from any of the several under-
wrilers only in Stales in which such underwriters ave qualified to act as
dealcrs in securilics and in which such Prospectus may legally be distributed.

The First Boston Corporation

L G Bockr & Co. Blyth & Co., Inc.

Incorporated

Kidder, Peabody & Co,

Merrill Lynch, Pierce, Fenner & Beane
Glare, Forgan & Co.
Wertheim & Co.

A. C. Allyn and Company Harris, Hall & Company Laurence M. Marks & Co

Ipeorporated (Incarporated)

G. H. Walker & Co.

Bacon, Whipple & Co.

Robert W. Baird & Co.

Incorporated

Wiﬂiam Blair & Company H. M. Bylleshy and Company Farwell, Chapman & Co. ¥’

(Incorporated)

The Hlinois Company "

' The Milwaukee Cempany

Newhard, Cook & Co.

Pacific Company of California William R. Staats Co. _ Julien Collins & Compu'ly
J. J.B. Hilliard & Son Hurd, Clegg & Company - Kirkpatrick-Pettis Company

+# . Maynard H. Mrch & Co,

‘The Ohio Company

(Continued on page 37)
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’ f’rotpedus upon request from
your investment dealer, or from

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

Burrock Funp
DivVIDEND SHARES
NATION-WIDE SECURITIES

Prospectuses
available
from

Investment
Dealers or

" CALVIN BULLOCK
: Established 1894

Vafs. v

Inquire about

{ f”[“)iversiﬁed
Il Investment

Fund

N

Prospectus _and other descriptive

A Series of
New York
Stocks, Inc,

material available from your local

investment dealer, or from

Huca W. Loxc AND ComPANY
INCORPORATED [

48 Wall Street, New York 5

i CHiICACO LOS ANCELES

V-

Keystone

Custodian
Fun(ls |

Cert;ficat;u of Pnrt;c;ynﬁéﬁ in
INVESTMENT FUNDS
investing their capitnl

IN

BONDS
(Sesies B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series §1-52-53-84) -

Prospectus may be obtained from

T]:le Keystone Compaﬁy
of Boston

50 Congress Street
Boston 9, Massachusetts.
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Mutual Fund
A .= Py HENRY HUNT : .
Assets Reach New High of $1 ,775,009,000

Net assets of 87 leading mutual funds reached a new high of
$1,775,000,000 on Sept. 30, 1949, according to figures compiled by the
National Association of Investment Companies. 3

Other statistics recently released by the Association which are of

interest follow:
z #15t 9 Mos. = *1st 9 Mos.
: 1949 1948
$259,676 $198,503
$ 66,936 $ 92,787
$192,740 $105,716
176,775 225,503

% Change
+30%
—28%
+83%
—22%

Gross Sales
Liquidations
Net Sales :
Shares Traded on N.Y.S.E.. ...

" %000’s omitted.

Third quarter gross sales, the best of any quarter in several years,
were at an annual rate of nearly $400,000,000. In this connection, it
might be well to point out that third quarter sales are normally below
those of the other three quarters, including as it does the slow sum-
mer months, - ‘

The upturn in the market, the increasing -interest -of member |’

firms as well as greater appreciation on the part of investment sales-
men of the merits of mutual funds are -all contributing factors to the
splendid sales record hung up during the past.three months." -

The cumulative effect of both direct mail and newspaper adver-|!
is - bearing smore: plentiful ||

tising, backed up by aggressive selling, I
fruit, In this connection, get yourself a copy of ‘'the coming Nov. 14
issue of “Life.” It will contain a two-page ad on: mutual funds pre-
pared by Arthur Wiesenberger & Co. SRR iy

Ed Murrow Says:

Money still talks but the interval between saying hello and good-|'

bye seems to be growing shorter. | g

TV Set Shortage

“Leading manufacturers have returned to.an allocation basis of
supplying distributors, in a realistic indication of the heavy demand
for television receivers.

“The strong sales picture this fall proves the viewpoint of those
industry observers who held the summer sales slump was a seasonal
pattern, similar to that established by radio. A resurgence of demand
has been accompanied by greater stabilization in prices, after what
one i(rlldustry leader termed ‘an admittedly disturbing readjustment
period.’

“At a meeting of the Chicago Television Council, executives of
six major teleset manufacturers forecast a continuation of the current
strong demand for TV sets, even affer the Christmas season. Among
the manufacturers represented were Admiral. Motorola and Zenith.

“The trade publication ‘Retailing Daily’ sums up the retail trade|'

aspect of television as follows: ‘TV’s rush toward merchandising
glory has been altogether swifter and more: profitable than any other
commercial activity on the record. Unlike other businesses which
have suffered reversals recently, video’s faltering pace this summer
was really an inevitable shakeout rather than a genuine slump. And
although there will undoubtedly be similar shakeouts for television
in the future, no doubt exists in anyoné’s,mind that the industry’s
road ‘can jonly lead upward. "—From a bulletin issued by Television
Shares Management Co.

Customers Should Also Be Owners

i

“If more people had an ownership stake in the great American|

business corporations which have developed the nation’s resources
and which have contributed so importantly to the high standard of
living which the country enjoys, it seems to us that the political and
economic atmosphere in which business functions would be a
healthier one, !

“Virtually everyone in the country is a customer of American
business concerns. But if considerably more people were also owners
of these same business concerns, the resulting mutuality of interests
would contribute mightily to a stronger, sounder economy. Also, an
important by-product of such a development would be an expanded
source of equity capital which is of such vital importance to a dy-
namic and expanding economy.

“Of considerable. interest in this connection are the comments of
Thomas B. McCabe, Chairman of the Board of Governors of the Fed-
eral Reserve System, which appeared in a recent report to the Com-
mittee on Banking and Currency of the U. S, Senate. Observing that
there are many potential investors among such people as farmers,
skilled laborers, proprietors of small businesses and professional men
who would like to invest money in common stocks. if they knew how
to go about it, he called attention to investment trusts as at least a
partial solution. Treating the matter of obtaining wider public inter-
est in common stocks as a major problem of the times, he suggested
that one desirable means at hand was through the medium of invest-
ment trusts which have ‘diversified holdings of preferred and com-
mon stocks and other securities, and thus can offer the small saver

New York Stock Exchange

==—=——— Weekly Fim Changes
The New York Stock Exchange
has announced the following firm
changes:
Transfer of the Exchange mem-
e ' hership of B. Albert Stern to G.
Peabody Mohun will be consid-
ered by the Exchange on Nov. 3.
Mr. Mohun will continue as a
partner in'Stern, Lauer & Co.
Julius D. Schlein, member of

the ' Exchange, 'will ‘retire /from

g NESTY
‘prospectus from
your investment dealer
. ;
?H'L.ADELSH% 2 "f‘- « Co. Oct.:31; 1% RN

diversification of risk together with the highes income to be derived
‘from equity shares.” * i oo S ’ ,

“Commenting upon the argument that common stocks involve
some degree of risk taking, Mr. McCabe states: I agree ihat there is a
certain element of risk involved in the ownership of equity shares.
Vet there is little ground in past experience to support the broad
premise that many permitted bond investments involve less risk than
carefully selected common stock. In general I feel that informed and
flexible investment policy together with sound judgment are much
to be preferred to rigid legal restrictions., The experience of endow-
ment funds of educational institutions, as well as of the fire insurance
industry, which operate under more liberal investment regulations,
has demonstrated that diversified investment in common-stocks along
with other types.of securities can produce better than average
seturn.”—From Vance, Sanders’ “Brevits.”

. “National’s” Opinion

The Economics Staff of National Securities and Research Cerp.
recently summed up its outlook for business as follows: .

“It is our opinion that business activity will continue at a rela-
tively high rate during the remainder of this year. For- the first half
of 1950, we believe business generally will continue at the approxi-
mate rate which prevailed in the last half of 1949.

_“Increased public confidence and a continuation of genagal busi-
ness activity at this high rate. would indicate corporate earnings- and
dividends ‘at-a level that.could support stock prices generally higher
than those currently prevailing. . . 2

“Variations as to industry and issues will be wider over the
period ahead and, therefore, careful selection is of vital importance. -
{“All -factors considered, we believe surplug funds sheuld: be in-
wested to take advantage of the relatively high income now available
from many. sound securities.” i . :

The Need for “Living Insurance”

| i Americans are the most highly insured people in the world. The
most popular types of insurance make provision for death. However,
few. people can stop working and go on living .without being in finan-
cial distress.  Realization of this and a determination:on:the: part: of
the people of this country to correct this economic weakness is-shown
by the marked increase in ‘E” Bond purchases and savings deposits.
‘= !The future security of the salaried worker and the wage-earner
cannot be left to chance. Only through careful planning and: sticking
everlastingly to a savings program can-one hope to reach- the- goal
of financial security. It is very important that savings be protected
from the -dangers -present under postwar ‘conditions.’ Inflation™ can
threaten us for years and small savings need protective safeguards
against its ravages just as much as, if not more- than, the wealth of
ihe professionally advised capitalist. g ‘
Ty put immediately to work monthly savings of $50 or multiples
thereof, Eisele & King; Libaire, Stout & Co., 50 Broadway, New York 4,
have inaugurated “RESERVE WEALTH ACCOUNT.” Through the
use of such an account, anyone can aim for any of a number. of finan-
cial objectives, select the desirable medium of a mutual fund for in-
vestment and budget his monthly or quarterly surplus, assigning
these monies to the plan or plans he has set-out to fulfil.

Enalyzes Karvard’s Invesiment Policies

A. T. Lyman, Jr., of the research staff of the George Putnam Fund,
traces - distribution and shifts in assets of university’s endowment
fund in last decade. Notes little change in policy of maintaining
balance beiween high grade fixed income securities and common
stock. :

A research report by A. T. Lyman, Jr., of the research staff of

the George Putnam Fund in Boston, Mass,, reveals the shifts in the
distribution of investments held by the Harvard University Endow-~
ment Fund during the last decade.
The Harvard portfolio on June 30, 1949, according to the report,
had a market value of $206,600,000. This was equivalent to 107.7% of
the $191,800,000 book value-(cost) of holdings. ‘The average rate of
return on book value of investments was 4.31%. The table below
shows that the principal shift in type of investments was the decrease
in Government bonds, and the increase in bonds other than U. S.
Governments.

General decline in market quotations accounts for the percentage
drop in common stocks, since about half of the year’s addition to
principal- was- invested in equities. In the bond account, hewever,
striking changes were made. All long-term U. .S. Governments,
amounting to $40,500,000, were sold and $30,500,000 was reinvested in
very short maturities, effecting a reduction of 18% in Government
holdings. The balance of $10 million went into the Other than Gov-
ernment Bond Account. ‘This shift was completed between June 306
and Dec. 31, 1948, representing a continuation of a previous policy
of seeking better yields, or equivalent-yields and shorter maturities
in high.grade corporates. This policy was first observed in the year
ending June 30, 1948, :

DISTRIBUTION OF INVESTMENTS BY TYPE
Per Cent of Market Value as of June 30ih
1929 1932 - 1937 . 1941 1946 . 1947

‘Cash & U. S. Govts. 9.0% 62%  2.2% 69% 28.3% 34.7% 28.6% 249%
*Other Bonds 47.6 62.0 51.7 42.1 19.1 14.4 1185 1243
iPreferred Stocks __... 5.5 5.5 8.2 115 10.0 9.4 9.3 po' 3 <
;Common Stocks 25.1 12.4 30.7 34.7 41.0 39.9 422

Real Estate & Mtges,. 12.8 13.9 7.2 4.8 1.6 16 14

*Other than U. 8. Govt. Bonds. tIncludes Commercial Paper.
Changes in Non-Government Bond Heldings

Within the bond list, exclusive of the Governments, there is only
one major change, the increase in industrials:

BREAKDOWN OF BOND PORTFOLIO . EXCLUDING U. S. GOVERNMENTS
Percentage of Book Value as of June 30th

©1929 °1932° *1937 *1941 1946

1.1% 85%  17%
3 2.1 13.2
9 8.3 31.2
2 ) 8.9
6 41. 22.6
9 31. 17.4

1943 1943

1947 1948
8%  56%
17.2 59
29.7 24.8
8.0 149
27.9 29.2
16.6 19.6
100%  100% 1007
40.3% 29.4%. 39.3%

1As a per cent of,

1929

k 15.
R. R. Equip. Trust_- y 4 2.
Public Utility 2| A 44,
Industrial, etc. ————— B 31

100% 100% 100% 100%

{Non-Governments ——- 84.2% 91.0% 95.9%  86.0%

sPerrent of market value, tPrimarily Canadian in recent years.
total cash and bond holdings.

.+ The above pereentage figures are deceptive because of the 1arge‘

partnership in Je;ome Melniker &| .

increase in total non-Government holdings. Utility Bond holdihgs
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actually were- increased 28%,

THE,.COMMERCIAL &

Equipment Trusts 59%, and Foreigns|

'27%, while Municipals were down-but § % and Rails down only 1% in
Boos Value." The-inaustrials-showed an.actual 63% ‘increase ‘as ‘wel|
as a-large gain relative to the .other non-governments. - The 'increase

‘in industrials was heavily. weighted in-'short-term Finance- Company |
Convertibles were favored in -utility-- bond - purchaseg
Which included $1.6. million of the A.
. Shift in Maturities "
“Continuing the ‘trend evident in June

obligations.

T. & T. is§u_es of "’_59‘ and- ’61;‘,

1948, bond” maturities

were-shortened drastieally.- In -the bond portfolio as a whole matur:

Aties under five years now. comprise 64.5%
Government bond maturities were reduced to a maximum of: five | -

against 29% a year earlier

and’ one-half years against only 25% under five years in 1948. Com-

amercial Paper, 82%
. from four to $7.9

of it in Finance Company. notes, was increasec
million. Another irteresting .developments was thc

$2,500,000 (150%) increase in serial notes of I'inance Companies with

" three to seven year maturities,

Changes in Common Stocks

The common stock section shows a 37%

increase in utilities and

a sharp reduction in bank holdings. The decline in rail, insurance,
and indusirial percentages is entirely relative, ie., the amount in-
vested in each of these groups increased less rapidly ghan the . total

common stock investment.

DISTRIBUTION OF COMMON STOCK INVESTMENTS

#1852
3.2%
2y.0

Railroads
$Public Utilities

Iusurahive
Industrial, ete.

Telepno.e oz Telegrapn stocks.

21937
2.2%
E 9.7
Banks g 7 6.4

. 8l 5.4 15.0 .
5.0 76.3
*Percent of Market Value as of June 30.

11943
1.6%
22.9
10.7
10.0°
54.8
$Inciude

#1941
1.1%

10.8
7.5

11946

2.4%
15.7

11947
2.3%

18.5

15.1 142 13.9

10.6 9.9 10.2
65.6 56.2 55.1 55.8

tPercent of Book Value,

11948

1.8%
18.3

The Utility Section featured an increase of over 100% in Gas
stocks, particularly in the field of natural gas production and trans-
mussion. Among the electric utilities Holdiag Companies are promi-
nent, led by 48,000 shares of North American Company as a new
addition. The industrials showed the following distribution:

INDUSTRIAL COMMON STOCKS
(June 30, 1949)

30.6%
13.1
12.6
Caemical and Fert.__ 12,
Fuod and Beverages
Euilding Supply. and Equipment
Mining and Smelting.

*Perceniages Based on Market Value,

The State Street influence shows
value of investments increased 27%

Glass and Containers
Electrical Equipment
Farm Equipment __
Automobile _._

Soap

Tobacco

clearly in the Oils where book
although this does not show up

in the table because last year’s percentages were based on the’ 194¢
‘bull market in:Qils, Emphasis in purchases was on crude producers

while stocks of two large refiners
Producers now dominate, Drug and

were sold, and a third ‘reduced
Medicine holdings were sharply

reduced and no longer appear among the larger groups.

Food and Beverage, Mining and
holdings were reduced moderately

Smelting, Tobacco, and Chemical
while ‘Retail Trade stocks were

increased somewhat, Major increases were made in Glass ‘and Con-

tainers, Building Materials,

and - Electrical Equipment,

The 12.largest additions to common stocks at cost were:

American Radiator___
General Electric ...
Owens-Illinois Glass
Kennccott Copper... 5
Louisiana Land & Expl. Co.__
Skelly 0il Co

-~ $621,000
738,000
759,000
649,000
564,000
952,000

Texas Pacific Coal & Oil____ $702,000
Illinois Power Co.

Wisconsin Electric Power
Mississippi River Puel

Conclusions

ﬁe‘rhapsr more significant than the changes made in the past
wear is the overall continuity of policies despite the change in man-

agement. Successful

investment requires

constant - readjustment to

«changing factors in the money market, industry prospects, and within

individual companies.
mental differences in policy,
holdings during the past year.

ates ’Lg&q

Such readjustments, rather than

any funda-

appear to account for the shifts in

Treasury bonds were shifted to short, high grade corpor-
the balance between good quality fixed income securities

and common stocks remained virtually undisturbed. The sharp cu’

in Bank stocks was balanced

by increases in Utilities and Insurance

Industrials were increased moderately, but in the overall increase
as well as in the shifts within the industrial list, the emphasis con-

tinues on the more stable income producing industries,

The five

largest groups in the industrials in 1948 remain in the same orde:
9.

in 194

The lack of radical change in the Harvard Jportfolio establishe:
this fact—successful management of a conservative fund for income

' purposes rests on the following fundamental principles: §
(1) Balance between high grade fixed .income securities and

common stock.

(2) Emphasis on stable income and growth type industries in

common stock holdings:

(3) Constant reappreisal of money ' market, industry, and com-
Pany prospects and prompt readjustment to changes as they appear.

Bache & Co. Employee
Contest on Advi.

Bache & Co., 36 Wall Street,
New York City, has inaugurated
a contest. for .employees for the
best suggestion in. fifty words or
less as to what the firm should do
in the field of advertising or sales
promotion. . A prize of $100 will
be given for the best idea.

The contest ‘will. be judged. by
a board comprised of Harold L.
Bache, A. C. Schwartz, George

Weiss, Sam Smith and Adolph |-

Woolner. The closing date for the
contest is Nov. 30, and Henry Gel-
dermann of the Advertising De-
partment, is recipient for all sug-
gestions. ; o3 EA e

gitized for FRASER

aser.stlouisfed.org/

A ing it a0

With Wm. S. Beeken Co.
(Special to Tur FINANCIAL CHRONICLE)
WEST PALM BEACH, FLA.—
Jack R. Brumbaugh is now asso-
ciated with William S. Beeken
Co., Harvey Building.

Courts Adds to Staff
(Special to The PinanciaL CHrONICLE)
COLUMBUS, GA. — Arnold F.
Wiegand, Jr. has been added to
the . staff of Courts & Co., 1303
First Avenue, '

With W. V. Raynor

(Special to Tae P Cr z)

try with that of British under

-add

' citing- progress of
 tion as socialistic - trend which

north,

to
auge markets

<hat have de- !
seloped. Some
3,500 miles of -
transmission. |
lines:were au-
thorized last | [
year, which : I
brought the
total 16 more
than 251,000,

«tnd -earlier

his year ‘ap-
Jlications- for

an - additional
4,600 milcs

f new lines.
vere: pending
before the Federal Power Com-
mission. ‘

For a time it seemed that
whenever one scanned the finan-
cial pages 'to observe the new is-
sues, it was a pipeline security

Emil . Schram

1 /| that was'being offered. Nor is ine

manufactured gas business stand-
ing ' still. One-must be impressed
with the' steady - growth in the
revenues of manufactured gas
companies from such by-products
as coke and tar, and the time is
approaching when the gas indus-
ry will be recoznized essentially
s a chemical industry. Your
yusiness is unique in that an old
industry -is ‘one of ‘those most
capidly - expanding ‘in point of
vhysical quantities and funds in-
vested. ; iy k
Yours is’ one of the country’s
fastest growing industries. Con-
struction expenditures this. yvear
will be in the ‘neighborhood of

*1$1,000,000,000, making the total in

the three years of 1047-49, inclu-
sive, around $2.500.000,000, and for
the three years 1949-1952, inclu-

sive, according to the' -excellent R

study of the American Gas Asso-
ciation, the sums of capital needed

will be even greater, or approxi-|'

mately - $2,800,000,000. Inciden-
tally, your year book, “Gas Facts,”
is one of the most complete’ sur-
veys of any industry which I have
had the pleasure of examining,

It is easy to be an optimist. on
the gas industry of these United
States. The technological = ad-
vances and organizing abilities
responsible for the industry’s
progress, plus successful financ-
ing involving vast sums of money,
exemplify the type of cooperation
that is characteristic of the Amer-
ican economy. It is cooperation by
voluntary action of several fac-
tors working together rather than
cooperation imposed from above,
The, border between regulation
and direction is sometimes a thin
one. No one would seriously con-
tend that the gzas industry is
under-regulated. As yet, and as
long as the leaders of the indus-
try are able to resist any . pro-
posal  which would transform
regulation into direction, I have
no fear of the gas industry’s fu-
ture.

I want to linger for a moment
on the cooperative phase of the
operations of your industry, in
which respect it is not exception-
al, but typical. Corporations that
do a good job are, in effect, co-
operatives. in every sense of the
word; ‘and they also pay taxcs:
Public service corporations, es-
pecially, ‘cannct function: in the

pitiless light of publicity indefi-

OMAHA, NEB.—Alice M. Ray-
nor is with the Walter V. Raynor
Co., .First :National ‘Bank . Build-

*An addfess i)y Mr. Schram be-
fore the 31st ‘Annual’ Convention
of. the American’ Gas,:Association,

 Chicago, Ill., Oct. 20, 1949. .

- i:Must Meet §
TN T President, New York Stock Exchange

private operation, points out s ability |
s of American privately-owned gas indus-
ansion of Reconstruction Finance Corpora- |
1 ead on, and reiterates most effective way to increase '
. -equity investment is by. removing obstructions created by Federal tax structure. i

From the heart of Texas and other

west and east to supply metropoli

from the stcl)]urces of supply, like New York
e @

gas industry in U, S, under
ts_through- larger investment. - Contrasts progres
nationalization. Criticizes exp.
must be met h

By EMIL SCHRAM*

ocialist Trend Head

natural gas fields,
tan centers such as
and the New England States, are expected soon to

great pipelines are radiétiné ‘
Chicago. Areas most remote |

nitely except as they meet the
demands of the community for
essential services at low cost—
for good wages and opportunities

labor, for elbow room and recog-
nition for management, and for a
reasonable return to the investor.
In connection with costs to the
consumer, you have again epito-
mized the reason for our coun-
try’s economic strength.

Taking all items in the con-
sumers’ price index of the De-
partment of Labor, Bureau of
Labor Statistics, in 1935-39 at 100,
ihe index is now around 169; for
food, ‘roughly 202: for wearing
apparel 189; for gas and electric-
ity less than it was in the pre-
war base period. 3

Larger Investment—Lower Costs

I had occasion, last week, to
speak ‘' before the - Conference on
Distribution in Boston. I repeat
what I said there about the new
American frontier, because it ig
so perfectly applicable to the gas
industry: ;
" “The order of events is-larger

for development on the part of|:

Investment, lower costs, - larger-

cuiput and, finally, lower selling |
prices and enlarged consump-
tion.” :
That economic society will pre4
vail in the long run which meets
these specifications best. I am less
interested in the name we give
it than how it funetions. i
One of the depressing aspect$
of the British situation is the
eagerness of the Conservatives, os
at least one group of them, t
claim for themselves the estabs
lishment of the so-called welfard
state. It may be of some interes
to you to remove our attention
overseas and see what has hap
pened to the gas industry i
Britain during the period of great
achievement in the American in<
dustry. Back in June, 1944, and
before ' the Labor  Government
came into power, a Committee of
Enquiry into the gas industry
was aonointed to review the
structure and organization of the

gas industry. S
- It was also to advise ~what
changes had become necessary in
order to develop and cheapen gas

(Continued on page 30) ¢ "
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Al of these shares having heen sold,
this advertisement appears as a matter of record only,

Not-a New Issue
e o U LOSUC

- American

Price $45.25 per share

97,000-Shares

Cyanamid ek ‘

Company

Common Stock

Not a New Issue
oL &V eWISSUe

35,000 Shares
Anchor Hocking Glass
Corporation

Common Stock

Price $33.50 per share

New Yorxk
~ PHILADELPHIA

. October 25, 1949

The First Boston Corporation
" Bosron.
CLEVELAND :
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PrrrsBurcH Cuicaco *
San Fraxcisco
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Canadian

‘Securities

_ By WILLIAM J. McKAY
With a greater dependence on freedom of world trade and inter-

national currency convertibility
Canada curiously enough has in

than almost any other country,

recent years pursued a general policy

which to great degree has operated in a contrary direction. In most

instances elsewhere stark neces-*

~ sity has dictated the . imposition
" of strict exchange controls, ime
port restrictions, and engagement
. in long-term bilateral commercial
transactions. On the other hand,
Canada, with the sole exception of
_ 1his country, is better placed than
any other to give forthright ex-
pression to tae principles of ab-
- solute freedom of trade and fi-
nance, Canada’s vast wealth of
virgin matural resources not only
* precludes ‘any ‘great risk involved
in freeing her economy but the
- prosecation of such a policy in
< itself would also briag about an
- carlier and fuller development of
. this latent economic strength.
Recent Canadian commercial
- and {financial policies have - fol-
lowed the course that has perforce
been adopted by countries where
- the economy has reached a fully
. nature stage and is moreover in
a declining trend that calls for
. artificial manipulation and strict
anonetary management, As a re-
sult undue attention is paid to
. the state of the.exchange reserves;
- the level of such reserves tends to
become the principal detriment of
. economic policy. The almost em-
barrassingly high level of the
Canadian official holdings of gold
~and U. S. dollars in 1946 was an
important contributory factor
_which led to the upward revalua-
tion of the Canadian dollar at that
time. A decision 1o take advantage
of this extremely strong situation
by the abolition of exchange con-
trols would have been undoubted-
1y a happier alternative course of
action. Similarly the unfortunate
cousequences of this hasty re-
waluation of the currency led to
a severe drain on the exchange
reserves which in turn provoked
the institution of the drastic im-
port restrictions of November,
1947. '
Failure to adopt a bold in-
dependentx:'economic policy.” has,
moreover, placed 'the Dominion
unduly at the mercy of economic
events both in this country and in
Britain, There are now unmis-
takable indications that Canada

can no longer rely.on the ability |

of either country to provide a
happy solution of the Dominion’s
future economic troubles. Even
while in the throes of her own
difficulties Britain went to ex-
{reme lengths o supply Canada
with U. S. dollars in payment of
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Canadian imports; the new British
restrictions on mmports from the
dollar area preclude entirely fur-
ther efforts in this direction. In a
similar way this country has ren-
dered extraordinary assistance to
the Canadian economy both during
and since the war; in this connec-
tion it is necessary only to men-
tion the Hyde-Park Agreement,
the abnormally large E.C.A. off-
shore purchases, and the _special
arrangement for U. S..dollar payr-
ment for Canadian wheat supplied
to the United Kingdom. It would
now .appear that economic and
political .considerations will seri-
ously curtail, if not terminate ab-
solutely, ‘further -extraordinary
gestures of this kind. !

There still remains, however, a
constructive course of action that
could . speedily alter the -com-
plexion of. Canadian - economic
prospects - for . the period im=-
mediately ahead based on the fol-
lowing measures: =’ i

(a) -Abolition of exchange re-
strictions. 4

(b) Removal of foreign trade
restrictions,

(c) The ‘establishment of a
single rate of exchange for both
commercial - and . financial trans-
actions. d

(d) Devaluation to an easily
maintainable level, for example
15% under present circumstances.

In ‘this way a strong stimulas
would be given to the entry of
U. S. investment capital to the
extent necessary to offset the
defieit on commercial account. In
addition, U. 'S. interest in the
banking field would "be encour-
aged as the institution of one ex-
change rate would permit.-U. S,

| banks to jparticipate on an equa

bosis with = Canadian banks in
commercial as’ well as ‘financial
exchange transactions. The re-

which now impede the free move+
ment of U. S. capital and goods
across the northern border would
also serve to pave the way for. the
establishment on an  equitably
reciprocal ~basis of a permanent
overall U.’S.-Canadian economi¢
agreement.

During the week the external
section of the bond market was
firm with trading still on a small
scale. The internals were slightly
weaker in: sympathy with. the
easier tendency of free funds. It
was somewhat surprising, however,
that the heavy supply of funds for
early November -delivery -pro-

"| duced ‘only a fractional decline in

the “free” dollar market espe-
cially in view of the cessation of
demand on tourist. account. It is
possible that some of the current

{buying of free funds can be at-

tributed to the unfounded rumors
concerning the raising of the U. S.
gold price; any eventual action in
this field will be arranged through
the International Monetary Fund
on an international scale and the
extent of the realignment of the
Canadian dollar will at least equal
‘that of the U. S. dollar. Stocks
continued strong led by the golds
and Western oils. There was an
especially heavy U. S. demand for
Royalite and Calgary & Ed-
montons. ‘

Hadley Hanson to Open

Hadley Hanson will open offices
at 52 Wall Street, New York City,
to engage in the investment busi-
ness. He was formerly with Se-
curity Adjustment Corp. of Brook-
lyn, Brady & Co. and Cohu & Co.

i Two Secondaries

Heads National ~
Assn. of Invesiment -
Companies Group

Dorsey Richardson, Vice-Presi+
dent and Director of The Lehman
Corp., has again been appointed
Chairman of the Administrative
‘wommittee - of

t he' National
Asscciation o
Inveéstment
Companies, ‘it
is announced;
Merrill Gris+
.wold, Chair-
man of Massa+
chusetts In+
vestors Trust,
_and Hardwick
_Stires; a gen+
~eral partner of
Scudder}
.Stevens &
Clark,-and
Vice - Presit
_dent and Dis
rector of Scudder, Stevens &
Clark Fund, Inc., were appointed
as new members of the Adminis+
trative Committee, = - |

The Association: announced ' at
the -same time the election-of five
new members of its Executive
Committee for: three-year terms!
Merrill Griswold; Hugh W. Long;
President of Manhattan . Bond
Fund, Inc., and New York Stocks;

Dorsey Richardson

Gas . Industries Fund, Inc. .and
Railway and Light Securities Co.j.
and Trustee of The Bond.Invest
ment Trust of America; Harry- L
Prankard, 2nd, President of Afs
filiated Fund, Inc., American Busi+
ness Shares, Inc., and Union Trus+
teed Funds, Inc.; and Edward Pi
Rubin, ~President of . Selected
American Shares, Inc. Ten other
members will remain -on the Ex+
ecutive. Committee until their re4
spective terms expire, i

John M. Sheffey continues as
Executive Secretary of the. Asso-
ciation. : !

The First Boslon
Gorp. Completes -

The First Boston Corp. com-
pleted after the close of the
market, Oct. 24, secondary distri<
butions of 97,000 shares of Amer-
ican Cyanamid Co. common stock
and 35,000 shares of Anchor-
Hocking Glass Corp. common
stock. ;

Offering price on the American
Cyanamid : stock was $45.25 per
share less a concession of $1 per
share to. members of the -National
Association of Securities Dealers,
Inc.

The Anchor - Hocking  Glass
common was sold at $33.50 per
share less a concession of 90 cents
per, share to members of the
NASD., {

Halsey Stuart Group
Offers Sopac Equips.

" Halsey, Stuart & Co. Inc. and
associates were awarded Oct, 25
$15,780,000 Southern Pacific ‘Co.
equipment trust, series CC, 2% %
equipment trust certificates, ‘due
$1,052,000 :annually Nov. 1, 1950
to 1964, inclusive. The certi-
ficates, issued under the Phila-
delphia plan, were reoffered, sub-
ject to Interstate Commerce Com-
mission authorization, at prices to
yield from 1.20% to 2.50%, ac-
cording to maturity. g

The certificates will be issued
to provide for the following new
standard-gauge railroad equip-
ment, estimated to 'cost not less
than $23,670,000: 41 Diesel electric
locomotives, 760 gondola .cars, 650

flat . cars  and eight. lightweight
passenger train cars. A

Inc.; James H. Orr, President of

Recommend Passége of Reed Bill Providing for

Gold Convertibility of Dollars at §35 an Qunce

Members of Economists’ National Committee on Monetary Policy .

" advocate measure as immediate step

toward general restoration of

confidence, stabilization of exchanges and . promotion of inter-
national trade and investments.

The Economists’ National Committee on Monetary Policy has
released the following statement which was . signed by 47 of its

members:

1ue uownward readjustment of®

he British pound in terms of
American - dollars, announced ‘on
Sept, 18, has bzen rapidly. fol-
lowed by devaluations in-many
currencies which have themselves
no definitely fixed relationship to
gold. The American dollar, and,
10 this time, the Swiss franc, have
maintained their nominally de-
fined parities in gold. In this way
they. have preserved, on the
whéle, a fairly constant relation-
ship with each other, and are af-
fording fixed. points of reference
for : the. fluctuating ‘“soft curren-
cies” now- settling at ‘new - and
possibly - more realistic: levels.
The bulwark  afforded by.the

American dollar ‘in these days of;
c¢onfusion ‘in the. exchanges and’

turmoil * in the. .world’s markets
should be promptly reinforced by
genuineé convertibility of our cur-
rency. into. gold -at the.statutory

rate of $35 an ounce, -as provided
in.H.R. 3262. Until dollars can be
freely converted .into . gold::the;
| establishment - of :stable; de-con--

trolled and. simplified: exchanges
throughout’the  world may -prove
insuperably difficult for the fol-
lowing reasons:

. First: Because ‘increasing -mal-
distribution of ‘the. world’s: mone-
tary - gold is threatened. Stepped
up production of gold; in South
Africa and clsewhere, as a result
of the recent “soft currency” de-
valuations, . should cause gold to
gravitate: toward the closely
guarded United. States. monetary
hoard and toward private hoard-
ing in. other countries,. the latter

/| stimulated. by depreciation of
;| their currencies.

'Second: ' ‘Because “the present
inconvertibility of non-gold dol-

i| lars, as well as of non-gold Swiss
i| francs, into gold at their official

parities; magnifies ' doubts as 'l0
i| their continued stability in terms

of - gold and “thereby limits the
usefulness . of = these': so-called
“hard currencies” in substituting
for gold either ag a store of value
or-'as a dependable medium of in-
ternationzl payments.

Third: Because this latent in-
security of the American dollar,
stemming from :its inconvertibil-
ity into gold, robs the world’s ex-
changes of the definitely grounded
basic standard . without™ which
they can establish neither fixed
rates vis-a-vis the dollar, nor, for
this reason, among themselves.

Fourth: Because the policy of
the United States in-offering dol-
lars for gold at the parity estab-

‘| lished by Congress in 1934, and
‘| refusing to release zold uncondi-

tionally in exchange for dollars ai
the same rate, makes impossible
the. establishment’ of any really
free -or significant markets in
gold.

Fifth: Because this seizing upon,

and impounding by, the United
States of the ‘lion’s share of the

world’s ‘monetary gold stocks and!

of current gold production ren-
ders the -more difficult such limi-
ted redistribution among the cen-

tral banks of other couniries as|
any,

will permit: maintenance -of
new parities.
- 'In view of the above consid-

/| erations, 'the undersigned mem-

bers of the Economists’ National
Committee on Monetary Policy
urge, at this time, the passage of
H.R. 3262 which, by- making the
American dollar fully convertible
into gold, would .prove 2 most ef-
fective step toward general res-
toration :of .confidence, reduction
of hoarding, stabilization of ex-

changes, and easing the health~
giving -flow of international trade
and investments. - - 3

SIGNED

CHARLES CORTEZ ABBOTT
Harvard University
CHARLES C. ARBUTHNOT
Western Reserve University
JAMES WASHINGTON BELL
Northwestern University
H, BENEKE
Miami University, Oxford Ohio
CLAUDE L, EENNER *
Continental American. Life
Co., 'Wilmington, Del. J 3 i
ERNEST L. EOGART - i
New York City - #
FREDERICK A.. BRADFORD
Lehigh University
J. RAY CABLE
John B. Stetson University
WILBUR .P. CALHOUN [
University. of Cincinnati
CECIL C. CARPENTER j
University- of Kentucky 3
ARTHUR W. CRAWFORD . .~ e L
Chamber- of Commerce of the United =
States, Washington, D, C. b -
WILLIAM W. CUMBERLAND
Ladenburg, Thalmann & Co., New. York

H.
o

Insurance

City
REV. BERNARD W..DEMPSEY, S. J,
/St. Louis University . ‘
D. W. ELLSWORTH fie
E. W. Axe & Co., Inc., Tarryton, N. Y,
FRED-R. FAIRCHILD ’
Yale University
CHARLES C. FICHTNER |
Buffalo, N.- Y. '
HERBERT F. FRASER
_+Bwarthmore: College
A. ANTON FRIEDRICH
New York University
ROY L. GARIS :
University of Southern.-California
E. C. HARWOOD 5
American Institute for Economic
Research 5
HUDSON B, HASTINGS
Yale University
WILLIAM F. HAUHART
Dean Emeritus, Southern Methodist
University
JOHN THOM HOLDSWORTH
The University of Miami
MONTFORT JONES
The University of Pittsburgh
DONALD L, KEMMERER
University of Illinois
WILLIAM H. KIEKHOFER
The University of Wisconsin
FREDERICK E. LEE '
University of Illinois
J. L. LEONARD .
University of ‘Southern California
EDMOND E. LINCOLN
duPont Building, Wilmington, Dzl
A, WILFRED MAY :
Executive Editor, “‘The Commercial & *
- Financial Chronicle,” New York City
ROY W. McDONALD
Dongvan. -Leisure, Newton; Lumbard and
Irvine, New York City
DAVID 'H. McKINLEY
The Pennsylvania State College
FRANK PARKER
University of Pennsylvania
CLYDE W. PHELPS
University of Southern California
CHARLES L. PRATHER
The University of Texas
tHOWARD H. PRESTON
University of Washington
LELAND REX ROBINSON
76 T:2aver Street, New York City
R, G. RODKEY
University of Michigan
OLIN GLENN SAXON
Yale University
CARLTON A. SHIVELY
The New York *‘Sun’’
WALTER E. SPAHR -
New York University
{CHARLES 8. TIPPETTS
Mercersburg -Academy
JAMES L. TRANT
Louisiana "State University
RUFUS 8. TUCKER
Westfield, N. J.
RUSSELL WEISMAN
Western Reserve University
NATHANIEL R. WHITNEY
The Procter’ & Gamble Co., Cincinnati
MAX WINKLER i
Bernard, Winkler & Co., New York City

tAdvocates. conversion into bar gold in
jairly large amounts; e. g., $1,000. .
+For 'gold bullion, not gold coin standard.

Henry W. Kall, Jr. With
Merrill-Lynch Firm

(Special to THE FINANCIAL CHRONICLE)

PORTLAND, ORE. —Henry W.
Hall, Jr. has become associated
with Merrill Lynch, Pierce, Fen-
ner & Beane; Wilcox Building. In

the past he was ‘manager of the
Municipal Department for Holt,
Robbins & Werschkul.
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 The Gold Dollar—A Check On
~ Government Spending

By PHILIP' LeBOUTILLIER *
£ President, Best. & Co.

New York State Chairman, Gold Standard League
Prominent New York merchant attacks government extravagance
made possible by our present system of inconvertible currency, as.’
threatering further inflation. Holds restoration of gold. convertible
standard would safeguard human liberty: for simple reason it limits
power: of government to squander money: Notes decline of 479,

in purchasing power of dollar since 1939, '

i Daniel Webster once said,

“Of all the contrivances for:cheating

the: laboring classes: of mankind, none has been’ more: effective than

that which deludes-them: with
Lenin' said:-

the

tie- society

than to de-

bauch the cur- ymillions. of. our

rency.”

- - The Federal |
' budget deficit

. for the calen-
dar year-1949.
will be at
least $10 bil-
lion: and more
and- more- big
appropria-
tions ‘are
voted- daily.

At the end
of "'World War

A . I, the national

debt was around $25 billion and,

in the next few

U. S. on the ‘gold standard it was

cut to approximately $16 billion.
Irredeemable ' paper currency

was inaugurated in the U, S. in

1933 by Roosevelt and now, four

years after World. War II, the

gross mational debt is over $256
billion and rising again since the

;. Administration’ early this year so

eagerly took again to the deficit

financing road.

Philip Le Boutillier

The' Administration taxing and

spending policies are fundamen-
tally - wrong*and, 'if 1ot soon
changed. will" bring the paper
dollar to ruin. -

The best. visualization of U. S.
Government spending that I have
seen appeared in the New York
“Sun” of July 22 and it shows
clearly where we are today and
where we are headed.

The second big gold brick that
Roosevelt forced dowa LS
throats in the 1930’s. was the Lord
Keynes theory of deficit spending
and the idea that the Government
debt may rise harmlessly: to any
figure; that a country may spend
itself into permanent prosperity.

Both these ideas are imported
and; both these colossal blunders
have now come home to roost
with a- vengeasice,

In the Congressional Record of
Sept. 23, pp. 13446-13447, from a
letter hv Ross Roy of Detroit in-
serted by Senator Ferguson  of
Michigan: “... . I would like to
point out a few facts which I

have had our research department |

obtain apropos a Federal budget
of :$45,000,000,000;

.“(1) If everyone in the United
States cashed in all of his life in-
surance: policies. the total. would
amount to $44,000,000,000, This
would' not be enough money to.
run the Government for one year.

“(2) If every urban home

. owner ‘in this country sold his
home. the total would amount to
$30 000,000,000. That’s just enough
to run the Government for eight
months,
. *(3) If every farmer in this
country sold his farm. farm equip-
ment.  and livestock, the total
would amount top $25.000,000,000.
The Government could not run
for seven months on that amount
of money, - !

“(4) If every industry ‘con-
verted  its net working capital
into cash, the total would amount
to $39,000,000,000. That's- hardly
encugh to run the Government
for 11 months.”
" *Address by Mr. LeBoutillier
before the Iowa Bankers Associa-
tion, Des Moines, Iowa;" Oct. 18,
1949, g i

7 f s 4K

paper money.”
“There is no- subtler, no surer

means of over-turning

capitalis-¢

years with the

. All.these items represent the
people’s- savings-which have taken
citizens:: decades
to accumulate. ; ; IR

Senator Byrd and othérs. have
worked hard . 1o. stop: this: profli-
gate'. waste; Lkut. they have mnot

succeeded.. It is” obvious by - this

time that all such’ efforts have
failed.. The fact ‘should' be faced
that the public purse has been
delivered into the hands of pres-
sure groups,- both "domestic . and
foreign. This situation cannot he
changed until our money is made
redeemable. When we: get a re-
deemable. currency ‘our ‘people
will regain their control over the
public purse, . (i
Since-an’ irredeemable currency
frees. a. government from any. ef-

fective control by, and: ‘respongi~ |
’bilify to the people, such a gov-

ernment can . by expansion and
depreciation “of the . people’s
money. reduce and. ultimately de-
stroy, the value
their wages; their profits, their-in-
surance, their:pensions; their an-
r.uities; their eorporate surpluses,
their church -and. other endow-
ment funds, their ability: to- earn,
their " incentives, their self-reii-
ance, and also their honesty:’

Next to the’ Constitution itself,
ini protection of the people against
improper powers of the Govern=
ment, is the gold coin- standard
of money at a fixed rate. This
retaing in the people what "his:
torians of Constitutional Govern-
ment call “The Power of ~ the
Purse.” Among the early acts of
Mussolini, Lenin and’ Hitler was
the requirement, under threat of
penalty of fine, imprisonment or
even death, that all gold coin and
gold be turned in to'the govern-
ment, which . substituted paper
money that can be managed: ' by
the government, generally to in-
flate it and finally to devalue ‘it,
Among the nations today prohib-
iting the ownership of gold: or
gold coins to the people, are So-
viet Russia, Soeialistic England,
Rumania, and’The United States
of America.

The gold siandard is a safe-
guard.of human liberty for' the
simple reason that it limits the
power of the  government : to
squander. money, i

The vital things that need to be
done in the monetary. field now
are. to -maintain fixity . in  our

standard .onetary- unit- and to| -
make. all our currency redeem-|

able in gold.

The monetary Utopians always ‘-

say they have discovered a mone-
tary system  which will provide:
an: easy. remedy for all mistakes
and abuses, without our having to
suffer the
from. The remedy is always the
same: printing .of more and more
paper money,

The only organization. which
has actively and ‘consistently . op-
posed- all these monetary fakes,

cince 1934, is the Ecoaomists’ Na- |

tional Committee -on- Monetary
Policy (No, 1 Madison Ave,, New
York City). The Gold Standard
League ‘is organized on a State-
wide basis to aid and supplement
the work of that committee.

As Esau sold his birthright to
Jacobh- for .a. mess: of pottage so
are large blocs of yoters selling
their and your inheritance (of

(Continued on page 35) '/

of their savings, !

consequences there-| |

- Devaluation and -

Secretaryv-Treasurer,

Asserting there is no mathematical rela
+- Renard» warns no one can ‘predict trend

tendency toward lower

levels. Condemns substitution of fuzzy theory

valie: cut will: be: futile

Don’t allow anyone to

oeyond its
-means.. There”
‘is “a . “Sweat
of the Brow’”
Rule that has.
not 'been: . re-
Jealed. or re-
‘vised. .
“Too many
fpeople‘ find:
the ‘recent
hullabaloo |
about - foreign. -
currency de-
valuation: “is
something out
of this world
— that it
might as well ;
be printed. in  Sanskrit, In  fact,
similar stories probably were —
because the ancients had eco-
nomic and social planners, as well
as politicians  and bureaucrats, Of
course they: were ' labeled  wise
men, alchemists, soothsayers and
court jesters, -but - their ‘occupa-
tional activities and: projects par-
alleled rather closely those' of our
present-day- highbrows and vote-
trappers.

Two. of ‘the ancient research
projects have never failed to be
sure-fire attractions; so, they con-
tinue to have priority atfention
from modern alchemists and" wise
men, The one was the search for

G. A. Renard

7 | a fountain that will spray old-age

security on anyone that gets, wet,
and’ the other was a process for
making a fast buck by’ turning
common metals into gold. Press
releases over the centuries have
reported progress from: time to
time; in the development of some-
thing for nothing. But nature has
always «continued . to. take its

*An address by Mr. Renard. be-
fore the Purchasing Agents Asso-
ciation of New. York, New York
City, Oct. 18, 1949.

: camouflage the rmeanin
maybe. And. don’t allow anyone to: sell you: the id
‘matics will allow an individual or ’

By GEORGE A, RENARD*

ption cannot keep up with

.-or-

National 'Association of Purchasing Agents

tionship _between percentage- of devaluation, and prices; Mr. :

Foresees, however, overall
production. at present price ¢

for tested' policy in monetary matters and holds sterlin
without further economic refors 5 ol .

|

, orms. . Points out'- international trade cannot be
é stabilized until @ fixed: convertible

|

medium: for exchange: js: adopted.
g. of plus,
ea  that some: new form of higher mathe:"

interpret minus to mean

|1 The ~
| planner  didn’t even go through

coursé; and the.search' has. con-
tinued' to. march along, .

" Again we- have soothsayers in
charge of-‘operations and, if they
can- really: make- gold or money
worth- any priee that suits their
burpose, that fountain of youth
will be- just around: the next bend
in* the-road: - .
boss' - British - economic
any . magic. notions: or hand-is-
quicker-than-the-eye chatter, He
just put out a radio announcement
taying: “Until'midnight the pound
sterling is worth United States
money $4.03, but, after that, it is
only . worth $2.80.” And, as. you
know, a dozen other countries im-
mediately - followed along . that
trail. " Some held off for a. few
days. :

But  immediately something
queer began to happen — prices
began to- girate ‘in. International
Trade. Some British prices. shot
up 40% for export sales; some
Canadian _prices shot up. . 10%,
roughly %the anfount of
currency devaluations. But Senor
Peron hopped in with- a. rather
naive announcement of policy.

The: ‘Argentine - pesois to. have

a variety of separate and dis-
tinct values in foreign transac-
tions:; one for buying, another for
selling; and more or less “custom-
tailored” rates are to come: out of

the hat for special customers and:

certain commodities,
. Imagine doing business with an

escalator clause  like that— the|.

price to rise or- fall at time of
delivery, to meet  the currency
Vvalue then in effect. And that as
a matter of fact is the .situation
that ‘you have—regardless of one
or two or three governments in
the world who' may wish to hold
things steady, when you have

the

4 compzny, or the government, or the world, to live:

others on the loose with al kinds.
of currencies, yow know what you-
are-up- against, T

Rubber Money

- We have no reason to become
self-righteous, for these man-;
euvers are fair, formal and proper:
under - the accepted rules of cur-,
rency -management, under nu-
merous international agreements.
and; “to- make the cheese more y
binding, we got into this. game
early, and are stuck with it.
‘Rubber money -and elastic ,
measuring standards were for-"'
merly comic or criminal, in our!:
sehool. books—depending: on: who
was. using ‘them, for what; ‘but,”
they are now accepted in polite
society: as . standard- tools - for '
“economic controls” or a “p]anne&*f
economy.” For all practical pur-' !
poses: changing a’ 2,000/ peund' ton |
to.' 1,600, or 2,400: pounds; or a:
four-peck bushel ' to- thmee, oz !
five, pecks, is as.easy as falling'<
off a; log, if you can. up-on-trimes
25% on the price by finanecial;
sleight-of-hand., "
+ So'long; as. there is no fixed.*
definite;, permanent standard for -
dollars, - pounds,. ete., which -are :
the-accepted measures, of money, |
the money itself is a rubber yards-:
stick.. '‘And' recent events prove i
that our modern. alchemists; eeow |
nomic - hucksters, and political ¢
soothsayers claimi the right and:: -
admit they have the ability to:

change -the value of money te

suit conditions and. plans.
Of course,” when. enough .cus-"
tomers. get wise: to the mirrors.
and plush curtains: being used- i
the act, perhaps. another confer-
ence, ‘welfare plan, or full-em-~
ployment ‘program. will take the::
stage and- distract; our attentiom.
Back in 1933, the situation.’fov ,
(Continued on page 31). ke
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THE PORT OF NEW YORK AUTHORITY

Proposals for all or none of $30,000,000 of The Port of New York_
Authority AIR TERMINAL, BONDS of the SECOND SERIES, Due
1979, (First Installment), will be received by the Authority at 11:00. .
AM. on Wednesday, November 2, 1949, at its office. Each offer
must be accompanied by, a cértified check or cashier’s check in the
amount of $600,000. The Authority will announce the acceptance
or rejection of bids at or before 6:00-P.M. on that date,

Copies of theé prescribed bidding form, of the Official Statement
of the Authority and of the resolutions pursuant to which these
bonds are to be issued, may be obtained at the office of th_e Treasurer
of the. Authority, 111 Eighth Avenue, New York 11, N.'Y,

THE PORT OF NEW YORK AUTHORITY

HOWARD S. CULLMAN,
CHAIRMAN
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Security head asserts”President

ing anxieties over health and economic disaster.
tions of having served financial interests,

Fair Deal philosophy can best
# gt Alexander Hamilton is, even today,

Republican Party. It was his belief that if only business were presperous, everything- else

philosophy of its opponents.

would take
care of itself;
that if ' facto-
“ries . were
humming,
there would
automatically
be high wages
for labor; and
that with
these wages,
labor would
_buy the prod-
ucis of the
faim, It wasa
philosophy
thatdemanded
prosperity for
“hr  financial
interests at the top- of -the eco~
nomic structure in the expectation
that a.fair -share-of .the benefits
would trickle down to-those below.

The heart and core of the-New
Deal and Fair-Leal philosophy,
on the other hand, is the impor=
tance of the individual—the im-
portance of you and me and every
man, woman and child. They are
what count—not ‘150 million peo-
ple as a mass, but 150 million sep~
arate and distinct individuals, each
with his own right to life, liberty,
and the pursuit of happiness. And
when individuals are in" distress,
we believe in “helping them di-
rectly rather.than making them
solely dependent upon the indirect
help. that may result from the
prosperity of those above.. Recent
history has classic examples -of
how these contrasting = political
philosophies work.

The administrations of Harding,
Coolidge and Hoover served the
financial interests with utmost fi~
delity. The emphasis was on prof-
its and economic stability, The
money-getters and traders were
in the saddle and they rode the
country hard. They made the col-
lapse of 1929 inevitable.

And when the break came, what
cure did Mr, Hoover suggest? He
caused the Reconstiuction Finance
Corporation to be formed to lend
government money to the banks,
the railroads, the insurance com-
"panies. But for jobless, starving
people—no money, just rugged in-
dividualism.

“After Roosevelt”

Contrast this with what hap-
pened after the inauguration of
Franklin Rocsevelt, Under the
New: Deal, assistance was given
not only to those at the top—the
banks, the railroads and the in-
surance companies—but direct aid
was also given to every other
group in need of help. Programs
were enacted for direct help to
farmers, to debt-burdened home-
owners, to unemployed youth and
to all the other. victims of the
business collapse.

Nothing shows ‘better the con-
trast between the philosophy of
the Fair Deal and the philosophy
of our opponents than the Bible
parable of Lazarus and -Dives.
Lazarus, as you will remember,
was the beggar who crawled in
and ate the crumbs that fell from
the table of the rich man Dives.
Now, our opponerits’ way of help-
ing Lazarus would be to pile more
food on Dives’ table to that more
crumbs would fall to the floor for
Lazarus to pick up and eat. In
contrast, the Fair Deal way, the
Roosevelt-Truman way, would be
to help Lazarus directly as a man
to clean up, to put on some decent

Oscar R. Ewing

*A speech by Mr. Ewing before
the 18th Annual New York “Her-
ald Tribune” Forum, New York
City, Oct. 24, 1949.

The Philosophy of the

By OSCAR R. EWING*
Federal Security Administrator

Truman’s program is achieving purpose of freeing citizens from haunt-
Accuses Harding, Coolidge, :
making inevitable the 1929 . collapse.

be under;tood if it is first contrasted with the political

D

of “happiness are-equally funda-
mental. The:right to life-is some-
thingz more than police ‘protection
from physical violence. The right
to life means the right to a job,
gince few men can live without
a livelihcod. The right to life
means the right 10 good health,
 since good health is fundamental
to a full life. The right' tolife
and: the pursuit - of = happiness

Fair Deal

and Hoover admmistra-

the spiritual leader of the

'since: ignorance is: to the enemy
of ‘abundant living. The right to

clothes and then help him get a
! job.

] Mankind entered the 20th Cen-
| tury full of hope for freedom, de-
{ mocracy, abundance. World War I
shattered those dreams, particu-
larly for Russia_and Germany.
The people. of Russia, released
from the thralldom of the Czars,
did not know how to use their
new-won freedom, Having had no
experience with democratic politi-
cal machinery,.they quickly suc-
cumbed to a new tyranny far more
terrible than that from which they
had escaped—totalitarian commu-~
nism.- The seduction of the Ger-
man people took longer but it fol-
lowed the same pattern.  With a
war-shattered economy, enormous
ceparation debts and inexperience
-in  making democracy effective,
they succumbed to the deceptive
talk ‘of one’ who promised them
‘not only relief from their burdens
-but ‘conquest of the world. And
they edgerly embraced totalitarian
fascism:

The capture 'of both the Russian
and German people by the totali-
tarians was made possible by the
;onfusions and anxieties, that be-
set them. Their problems seemed
insoluble. - Whichever way they
turned was bafflement and bewil-
{erment, Their economies were
destroyed, - their religions - were
challenged, there seemed no hope.
In their despair, the masses want-
>d someone else to make their de-
sisions,  they wanted to. escap¢
from responsibility and surrender
their individuality to some mas-
sive, external authority. Lenin and
3talin seemed to be the answel
for the Russians and Hitler for the
Germans., They promised a new
reaven and a new earth.

The totalitarian state complete-
ly dominates the  lives of its
people. It destroys the existing so-
cial andi economic structures, i
annihilaies all independent groups
and diverse loyalties. It supresses
political opposition and intellec-
.ual freedom. The ruling party it
invested with absolute power. Ar
all-pervasive and merciless secre
solice makes sure that that power
‘emains. absolute. The only con-
.ests for power take place withir
he ruling group. The masses are
iwed into  a terrified political
apathy. r . ?

We know that today, largely as
a result of the depression and the
war, our own people are deeply
aisturbed ~with jeties. We
Americans have seen an entire
sconomic structure completely col-
.apse, - leaving millions jobless,
starving, hopeless.  This- was fol-
lowed - by: a war that disrupted
our homes; robbed our young
people of the best years of their
lives and left us victorious ovel
one totalitarian - aggressor bui
taced with another no less menac-
‘ng. -Many. of .us are full of ap-
orehensions ' and janxieties. ‘What
Joes tomorrow hold? “What, about
my job? What would happen i
serious illness strikes me or my
family? : Can my . children get: a
decent education?
enough for a respectable old age?

If a free society is to win: the
battle for men’s hearts and souls,
it must .furnish some surcease

eties that lead men to surrender
their freedom for the phantom
promises of totalitarianism. The
| air Deal is doing this by furnish-
ing cevtain minimum hasic securi-
ties. Our social security laws pro-
vide munimum protection against
the hazards of old age and unem-
ployment. Through health insur-

every item of the Fair Dea “Bro-1

| vate persons as well as govern-

Can 1 save|

from the apprehensions  and anxi-

life means the right to security
iwhen 'the body- is too. worn o
€ ck~l'work: further, since life is hollow
ness. and - disease. Our housinglwhen it is-surrounded by the anxi-
laws will give decent shelter to}eties of an-end in the pooﬁii&
more and more of our people. Our " The opponents of the Fair Deal
minimum -wage laws put-a floor{fail to comprehend today’s prob-
under wages so that men cannot|lems., They seem to have no un-
be forced to work for. starvation|derstanding of any anxieties but
pay. Federal aid to education |iheir own. They .interpret the
when it comes, will help .giveis]jghtest effort toward social
every boy and girl equal educa-|'change as the hot breath of revo-
tional opportunities so. that. none|{ jution.: They do:not realize that
wxll,..except of their. own: accord,|'a free society must offer positive
remain ‘the slaves of ignorance| ngswers to the haunti jeti

and the victims of industrial-in- :

ance; we hope to provide protec-
tion from the ‘catastrophe of sick-

‘means ' a right' to. an  education

that beset modern man: or else he
'is-left vulnerable to the-blandish-"
ments of totalitarianism.

Despite the opposition, the New
Deal and the Fair Deal have ‘met
and will continue to meet these
needs of our time. The New Deal
took a land that its opponents had
left broken and despairing -and
gave it new confidence in:itself. -
These oppenents had well-nigh
destroyed: men’s faith in .demee-—
racy.‘as -a workable way of. life.
The New. Deal restored it. The
Truman-. Fair. Deal: would: perfect
it.. Within the framework of every
freedom that our ancestors and we
have  developed, the Fair Deal
seeks to ‘make the:state a better
servant of our people.. Those of
us who toil daily. in the arena
of practical politics know that
perfection will never come, but
we also know that, out of these

daily struggles, slow and painful
progress is being made and that
the Fair Deal philosophy is lead-

ing us upward to‘a better America.

competence. .
These- great programs of the
Fair Deal will strengthen the ring{!

| s,

of freedom that centuries of strug-|' .
gle has -drawn -around- Western|:
man, - FIAPR R e

‘ Chui-«;hill’g “Tésts of 'Efrecdqm i

_What is this freedom-that: thé|
Fair Deal is.designed.to strength- {15
en? Fortunately, the tests.of free-
dom. have. been .phrased:in:werds [
of classic. grandeur - by- Winston|i The Security Traders Club of
Churchill, who - is.. certainly:  ng/ ing new. ‘officers:
flaming radicak. I will read these|i. =~ = -
tests; and ‘as I read thepi, T ask |~
you to apply them to each: andj: ™"

gram and you wijll see.that the|!
program is completely within the|!
framework of our cherished free-|'
doms. Here are Churchill’s words: |: :

“(1) Is there the right to. free|: .-
expression of opinion and of op-{' -
position and criticism of the gov-{’
ernment of the day? i

“(2) Have the people the right
to turn out a government of which|:.
they disapprove, and are consti-
iutional means provided by which
they can make their will apparent?

“(3) Are there courts of jus-
tice free from violence by the
Executive and free of all threats
of mob violence and all associa-
tion with any particular political
parties?

“(4) Will these courts adminis-
ter open and well-established laws
which are associated in the human
mind with the broad principles o
decency and justice? i

“(5) Will there be fair play for
poor as well as for rich, for pri-

" John W. Bunn

ment officials?

“(6) Will the rights of the in-
dividual, subject to his duties to
the state, be maintained and as-
serted and exalted?

“(7) Is the ordinary farmer or
workman, earning a living by
daily toil and striving to bring
up his family, free from the fear
that some grim police organiza-| '
tion under the control of a single
narty, like the Gestapo, started by
the ‘Nazi and’ Fascist parties, will
tap him on the shoulder and pack
him off without fair or open trial
to boncage or ill-treatment?” -

The Fair Deal answer to each|.
of Mr. Churchill’s seven questions
is yes—seven times yes.” But these
questions and their answers have
another ‘value. They enable you
to judge the ‘rubbish handed out
by those who talk scornfully of
statism and the welfare state as
though  the ‘Fair Deal would de-
stroy ourfreedom. ' i

The fundamental purpose of the
Fair Deal is-to set men free, to
free them from haunting anxieties
tha destroy their peace of mind,
to:fulfill the promise of the Decla-
ration.of Independence which de-
clares that man has certain in-
alienable rights, among-which are
Life, Liberty and the pursuit of
Heppiness. .. Our- opponents talk
mostly ‘to the.right of liberty—
generally: their own liberty—and
seem to forget that the. right of - D
life and ihe right to the pursuit. ' * S, 0

Edward Oldendorph

First Vice-President:

President: Fred
& Kirkpatrick.

RECUPERATING

Earl Hagensieker

Kenneth Kerr

President: John W. Bunn, Stifel, Nicolaus & Co., Inc.

Earl Hagensieker, Reinholdt & Gardner.
Second Vice-President: Edward Senturia. Newhard, Cook & Co.
Third Vice-President: Edward Oldendorph, Smith, Moore & Co.’
Secretary: Kenneth Kerr, A. G. Edwards & Sons. :
Treasurer: David S. Matthew,
National Committeemen are Ricbard H. Walsh, Newhard, Cook
& Co.; Jeromre F. Tegeler, Dempsey-Tegeler & Co.; Charles W. Hahn,'
Scherck, ‘Richter Co., and John W.

NASHVILLE SECURITY TRADERS ASSOCIATION : :

.. The Nashville Security Traders Association have elected the fol-
lowing officers for 1950, to be installed Jan, 1:

K. Kirtland, Hermitage Securities Company.
Vice-President: Martin B. Key, J.
Secretary-Treasurer:. Edward L. Kirkpatrick, Clark, Landstreet:

St. Louis has installed the follow-

Edward Senturia

David S. Matthew

White & Co.

Bunn. :

C. Bradford & Company.

Clarence E.Taylor; Vice-President of Strader,
Taylor & Co. Inc, of Lynchburg, Va, was:
stricken with a heart attack while attending the
National - Security ‘Traders -Association .Conven--
tion and is recuperating at the Glockman-Penrose
Hospital, Colorado Springs,” Colo.,
remain for another month. He would be glad to
have his. friends drop him a line at the hospital.

where -he will

ized for FRASER
/fraserstlouisfed.org/
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. Gulf 0il Research Gostly But Worth While _

Head of new research laboratory of the Gulf Oil and Refining

Corporation at Harmarville, Pa.,
its increasingl

reveals value of research” despite
heavy expense.

 PITTSBURGH, PA.—The changing character of the duties of an
industrial research director were discussed here by Dr. Paul D. Foote,
Executive Vice-President and-: Director of Research, Gulf Research
& Development Company, and Vice-President of Gulf 0il Corporation

and Gulf Re- -« -

fining Com-
pany. e
“When I first -
engaged in in- -
dustrial re< |
search twen- |
ty-two years.
ago” . remi- :
nisced - Dr.
Foote; immy
diately after
the:recents
dedication -0 f
the Leovy -
L?boratory of
Geophysics - at
Gulf’s Re-<.
search Center, A ;
at Harmarville; Pa., 20 miles east
of Pittsburgh, “I was an academic
type of fellow ‘and enjoyed work-
ing in the laboratory. with .the
physicists and. chemists. L

“These- were, then. the .primary
functions of a research director—
to originate ideas; to Ainspire; to
enlighten; to infuse and diffuse
the: investigational spirit; to nur-
ture the germ of inventive genius;
and: to- accomplish  this it was
mnecessary to have intimate contact
with the laboratory. and with the
technical personnel,

“I .recall how. happy I was,”
continued Dr, Foote as he strolled
through one. of. the chemical lab-
oratories in the Gulf research cen-
ter on: whose' 57-acre tract more
than 40 main buildings are de-
voted to many phases of petroleum
research, “when I could go into
the laboratory -and actually work
right along with the scientists and
technicians while they were ex-
Pperimenting.

“Back in 1933, for example, we
were working on the development
©of 100-octane gasoline, at that
time almost a laboratory curiosity
and some twelve years later sold
1o the Army and Navy at the rate
©f half a million barrels a day to
win the war for democracy.”

Dr. Foote in 1927 came from the
. S. Bureau of Standards, to Gulf
to head a Mellon Institute Fellow-
ship on Production Research. His
Plans included the organization of
a geophysical department, that
naturally began with research and
development and followed through
with actual field operations when
its equipment and techniques were
considered ready for use. It was
about 21 years ago that the nu-
cleus of the organization, now
housed in the new $1,500,000
Leovy Laboratory, was assembled,

“But along about 1933, a new
change came over America. The
planned economy system was en-
forced requiring increased help,
especially of a non-technical
mature, in the laboratories and
everywhere else.

‘ “A-modern industrial research
director is a poor, worried fellow.
Xe is surrounded by a battery of
extracurricular specialists such as:
A budget controller, vice president
in charge of questionnaires, tax
expert, labor relations expert,
auditor, patent and legal coun-
selors, business manager, and the
like. One result of this maze of
management activity is increased
cost of research, and of course
similar increased costs have.0c—
curred in every phase of American
business.” . -

Back in November, 1929, Gulf
had about 60 employees in its re-
search department when it moved
into a new .building on Kraft
Street, Pittsburgh. From there it
moved to Harmarville in April
1935, ‘with the real expansion of
the research department starting
two years earlier. Today, Gulf
Research & Development; a sub-
sididry of Gulf Oil Corporation,
hay 1,027 employees’ at Harmar-

Dr. Paul D, fwtc

ville, and  some 600 field em-
ployees at work ‘in oil fields
throughout the werld, But to re-
turn’'to Dr. Foote; o

| “Our actual operating costs per
individual worker,” explained Dr.
Foote, “have more than doubled
since:1933.. In that year they were
around $2,700 a-year: (that figure

Jineludes every - employee ‘in the

‘department, not just the scientists

rand- technicians): against $6,000 .a

year in‘1948. . kg
i “Our present figure of $6,000 is
low compared to- the  data: usually
furnished: by research laboratories
because we are a completely self-|
contained institution operating our
own " buildings,: grounds; sewage
disposal, etc,,.and hence employ. a
large.force:of:unskilled labor. If
a laboratory-occupiesrented space;
if services: such - as-:steam, : heat,
etc.,,’ are furnished on afee. basis
by the ‘company:plant, which may
also ‘handle: the' payrolls,: the “es-
timated cost per. research.labora-
tory - employee is: materially in-
creased for two : reasons; ‘(a)
operating costs are assessed against
the laboratory: to pay for . these
services, and (b) manpower is di-
verted from the-laboratory to the
payrolls of the service units; ot

“Of course-the cost per technical
employee. is' between two - and
three times this amount, ie., the
$6,000 per employee in 1948, I
have . found it very: difficult to
classify technical “and non-tech-
nical employees. Certainly the
differentiation cannot be based on
educational preparation:  Occa-
sionally, promising high ' school
graduates, who are certainly non-
technical, soon may be doing work
comparable to that of a college
graduate, in many lines of en-
deavor.

“Research costs money, and all
of ug in industrial research have
learned to determine how much
it costs with' considerable ac-
curacy . .. especially ovef the last
two decades, But sonie searching
study some time ought to be made
on the cost of not doing research.”

Crago Named fo Head
Miss. IBA Group

ST. LOUIS, MO. — John H.

Crago, Smith, Moore & Co., has
been nominated for Chairman of
the Mississippi Valley Group of
theInvestment :
Bankers Asso-
ciation to suc-
ceed Walter J.
Creely, Gold-
man, Sachs &
Co. Other
nominees are:
JeromeF. Teg-
eler,Dempsey-
Tegeler & Co.,
Vice - Chair-
man; and Ed-
ward D. Jones,
Edward D,
Jones & Co.,
Secretary-
Treasurer,

Named for
the Executive Committee are: E. H.
Hegemann, G. H, Walker & Co.;
Andrew S. Mills, Newhard, Cook
& Co.; W. Guy Redman, A, G.
Edwards & Sons; Joseph A. Glynn,
Blewer, Heitner & Glynn; Arthur
H. Christophel, Reinholdt & Gard-
ner; W. Paul Harper, Boatmen’s
National Bank; G. Gordon Meeks,
Meeks, Reddoch & Co. (Mem-
phis); and the officers. 5

Nomination is tantamount to
election. ‘The Mississippi Valley
Group’s election meeting will' be
held Nov. 3. -

John H. Crago

than personal investment;-

financing institutions - to- convert

Economist, Northwestern National Lifg” Insurance Co.,

- My topic this morning relates to objectives
the United States over the long-term future. ' I

By STAHRL EDMUNDS*

Minneapolis, Minn,

After stressing importance of capital formation to economic welfare,
(1) there has always been a shortage of equity capital; (2) dis
capital is due to Jess personal and more- institutional savings;
and (4) future formation of capital
sees as future financing alternatives: (1)..specific_action_ to_s

part of assets.for equity purposes;

equity capita!’. A

timnlate equity . capital;

—— Trends of Capital Formation

insurance economist points out:.
proportionately large amount of debt.

(3) institutional investment is more rigid'

will be attended by greater risks. Fore-
(2) . permitting: -
or (3) having government provide -

_in the financing of capital formation in’
n. discussing: capital formation;- we are not’ -
vings. Cgpital foz_'matiqn. is rather the process:

of creating
tangible plant
and  equip- -
ment whieh’
is later ‘used-
to-produce:
consumable,
goods. and
s.er.wv.ices.
Monetary
savings: are
sometimes re-

source of cap=,
ital forma-

tion, it is. true,
since it takes

| savings to: fi-

f nance capital -
goods. But it also takes ‘manage-
ment . vision to see the need:for
new goods to be marketed:  -In-
vestment judgment s likewise es-
sential to determine if additional
productive facilities ‘can pay-‘a
return on their cost. Then it takes
a.lot of hard labor by a group of
workers ag well.. The process of
capital formation, therefore, has
many aspects, and it is closely
tied up ‘with the character and
moral fiber of the people. Capital
formation takes initiative to: think
of a job which needs to be done.

Stabrlb Edmunds

the task of doing the job. It takes

It takes self-restraint to forego
some consumption in order that
saving may produce more goods
in the future,

Capital, though it resulls in
tangible - productive goods, may
therefore ke said to reflect the
innate or moral qualities of a
people. The United States; with
7% of the world’s population, has
more than one-half the world’s
manufacturing capacity. It seems
to me that these tremendous capi-
tal resources in the United States
are a monumental tribute to the
character of the American people,

Not only are the capital re-
sources of the United States a
great magnitude compared to the
other countries of the world, but
they are very large indeed com-
pared to those of our own past.
Only 100 years ago production in
the United States arose almost
solely from the energy of human
labor and domestic animals, In
1850 only 6% of the work energy
was supplied by fuels and power.
Today there is 28 times ag much
work energy being applied to
production, and 93% of it is being
supplied by fuels and power. If
you will think of the most back-~
breaking labor which you have
done, then this illustration of how
mechanical energy has multiplied
and  supplanted human energy
will be vivid evidence of the
progress in our industrial devel-
opment, :

The application of energy to
production is the process of mech-
anization. It reflects the degree
of capital formation in the past
100 years. It has taken capital
goods, valued at nearly $400 bil-
lion at 1929 ‘prices, to make this
application of energy posssible.
Americans have over the decades
been plowing back from 10 to

*An address by Mr.. Edmunds
before the 44th -Annual Meeting

of the American Life Convention,
Chicago, IIL,,Oct. 7, 1949

talking directly about"m_opey nor monetary. sa

| 5% of their  income: into: new:

It takes industry to labor through | .
honesty to do the task properly,

: productive ‘facilities. ... :. S dvd
- The :result, ofathis.nconthmgqa.
and rapid capital formation' has

| been - that- productivity: has. in-
.| ‘treased ‘an'. average - of 2% ' per

year.. This means that the output
per'worker has doubled every 35
‘years.. . S s e

' The. benefits: of such: increases

-{:in_productivity. are apparent, Per

capita real income has multiplied

‘i four-fold since. 1850. The propor-
| tion of .incomes which wage earn-

ing  families. have . available- to

-| spend for- goods; beyond. :their
‘| needs for food, clothing, and shel-

ter, has almost tripled.. This is a
truly remarkable -accomplishment,
when -one reflects upon-the slow-
ness in the rate of economic prog-
ress in the centuries prior to 1850,

Significance of Capital Formation
There are two main ideas to be
gathered from these facts. . First,
the standard of living is depend-
ent upon the process of savings,
investment, and capital formation,
And secondly, the rate of progress
in capital formation and standard
of living has been continuous and
substantial. . ]
The. importance of this rate of
economic progress in the psycho-
logicall social and political situa-
tions in the United States can
hardly be overemphasized.

I think it may be safely said
that the depression left a deep
conviction in the minds of most
Americans, especially in the ever-
enlarging employee group, that
the ' rate of economic progress
should mnot be seriously inter-
rupted again,

The United States is, then
strongly motivated to maintain
its rate of economic growth, It is
also well equipped to do so. The
amount of money being spent on
research is large and growing,
especially as the government has
found it necessary to foster basie
research in the physical sciences,
If anything the rate of technolog-
ical change is likely to be stepped
up in the future., It is entirely
possible that the average rate of
increase in productivity may be
3 or 4% per year instead of the
2% which has prevailed in the
past. :
I do not naively assume that
the public or rank and file mem-
bers of labor unions have con-
sciously ' accepted the idea that
their standard of living is tied up
to productivity or to the process
of capital formation. In fact I
think the publicized doctrines of
the labor movement generally
ignore this point, A depression
would not, therefore, bring about
a public clamor to increase capi-
tal formation in order to restore
living standards, It is apparent,
nevertheless, to one who reads
labor and government publica-
tions that the leaders and idea-
men in government and unions
are at least privately aware of
the tie-up between capital forma-
tion and the standard of living. I
am satisfied in my own mind,
therefore, that a large drop in
employment or personal income
would see government and labor
leaders, as well as businessmen,
using every means at hand to
stimulate and increase capital for-
mation in order to maintain prog-
ress”in living standards. True,
some limited depressions in capi-

tg}fwinat'on, productivity, and’

Jiing standards  may occur; but’
0 the- whole I believe the rate of’
progress- in these: factors ‘will be
faster and the interruptions- less™
severe ‘than has: been true-in the"
past. ... - 2

- I take-it; therefore, as fact that:
the rate of increase-in ‘productiv~-
ity in . the flituré will be more:
than-2%:- per year and- the rate of
increase- in net capital: formationi®
will -average' more than 4%, per
year.. This would mean. that the"
value of capital goods in Americat
‘would ' probably " double: at least:
‘every: 20 -years. Such a rate of:
capital formation obviously neces-:
sitates- large- savings and invest--
ment in the future, . ‘

WIill Capital Formation Growth
Continue? . -

! ' The question about the future;.
then, is not whether capital for-
mation will continue its rate:of
growth; the main question is who'!
shall initiate the savings and in=
vestment to make the capital for-
mation possible, Surrounding this .
question of who shall -initiate the-
necessary savings and investment
I think there is great uncertainty.
" In order to analyze the possible
alternatives for the future I would
like to make some background
‘comments about the past and
present nature of savings and in-
vestments, I apologize if some of
these assertions sound dogmatic,
but I do not have time to deal
fully with their factual basis,

(1) There has always been a
shortage of equity capital. There
is' some tendency to régard’ the .
present shortage as a drying up of
a great fountain of venture funds
which flowed freely in the golden
age of the 1920’s. When the re-
financing issues of common stock:
are removed from the figures of
stock flotations in the period
1926-29, the volume of new money
raised by common stock was fairly
modest. A study by the Federal
Reserve Bank of Minneapolis in-
dicates that the securities market
is a small factor in financing new
and growing enterprise; the prin-
cipal sources of funds are the per-
sonal savings of the entrepreneur,
his family, and friends. plus the
plowing back of earnings to ex-
pand the business. The point I
want to make is that the shortage
of equity capital in itself is not -
of great concern, because that is
nothing new.. The disproportion-
ately large amount of debt-seek-
ing capital in relation to equity
capital is however of concern and
that is a fairly recent develop-
ment,

(2) The disproportionately large"
amount of debt-seeking capital in’
existence today has come about
because savings have become less
personal and more ' institutional~
ized. I believe Donald Woodward
made- this point conclusively at

a Financial Section meeting here
about two years ago, and I need
not ‘belabor the point further,
(3) Institutional investment is’
more rigid than, personal invest='
ment, - This is true by reason of
the fact that the institution is gov-
erned by investment laws whereas
the individual is free to take his
(Continued on page 20)
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“NEWS ABOUT BANKS

. ;CONSOLIDATIONS

| NEW BRANCHES

'NEW OFFICERS, ETC,
REVISED

i, . CAPITALIZATIONS

‘| AND BANKERS

~i'Harvey D. Gibson, President of
‘Manufacturers Trust Co. of New
‘York, has announced that Max-

well Kalb, formerly Assistant Sec-{,

.retary, . has been appointed an
‘Assistant Vice-President, Mr, Kalb
‘has been with the bank since 1924,
‘having. been a member of the
‘bank’s Twenty-Five Year Club on
‘Oct. 15, 1949. He was made an
Assistant Secretary in 1944. <Mr.
Kalb is a member of the, Con-
sultative and Policy Committee of
‘the Personal Loan department as
well as a- member of the Research
~and Planning Committee,
LT [ % #

" .'The eighth annual dinner of the
Quarter Century Club of the Bank
of The Manhattan Co. of New
York. was held at the Waldorf-
_Astoria Hotel on Oct. 19. Of the
"325 members who attended, 39 had
completed their 25 years of serv-
ijee with.the bank during the past
year... Anthony. Grace, President
of the club, presided. .Lawrence
,C...Marshall, President of ,the
iibank, presented membership cer-
“tificates and. goldbadges; to the
‘‘new members, Graham B. Blaine,.
‘| Vice-Chairman of -the ‘bank, pre-
i»pented ‘additional awards to the
members ‘celebrating their 30th,
35th, 40th and 45th anniversaries.
Peter Goelz of the bank’s Jamaica
“office, was elected President for
...the coming year. .
v " #

#*

i,/ ‘William L. DeBost, Chairman of
1.the board of the Unien Dime Sav-
i:jngs Bank of New York, has an-
‘mounced that on Jan. 1, next, Wal-
-:ter 'R. Williams, Jr., . Executive
. Secretary of the Savings ‘Banks

Association of the State of New
11 York, will become associated with
. .the bank in the capacity of Treas~
. urer.. Mr. Williams graduated from’
‘- Yale Unjversity in 1932, at-whieh
¢ time: he!joined: the staff of .the,
% Franklin; Savings, Bank. In 1942
.;/he resigned his position of Assist-
‘. ant Secretary in that bank to ac-
.+cept his present position in the
* Association. g
o3 e PR T

- At a meeting of the board  of
»-directors” of the Lawyers’ Trust
"Co. of New York, held Qct, 18,
' *Joseph J. Bosco and William F.
: Sjebert were made Assistant Trust
" Qfficers of the company.

LE e Wi

. Wilton C. Donn, retired Vice-
President of the Brooklyn Trust
Co. of Brooklyn, N. Y., died on

. Oct. 16. After serving for a time
‘with the Fourth National Bank of

. New York, Mr. Donn entered the
Mechanics Bank of Brooklyn as

_head bookkeeper, becoming even-

. tually ; Cashier; when that bank
was merged with the Brooklyn
Trust. in- 1929 he was elected a
Vice-President, according to the

. Brooklyn “Eagle,” which adds that
he held that post until his retire-

~ ment in 1947. He had also served

i as Treasurer of the Bankers' Club.
: * % % N
- The Board of Trustees of the

. Lincoln Savings Bank of Brook-

. Iym, N. Y., at its regular monthly

_.meeting elected J. Frank Bau-

.,.mann as Vice-President. Mr. Bau-

. ;. mann. has had many years of ex-

(-

*"'of Banking. .
N G ] e P

perience in the field of invest-
. .ments. He is a graduate of the
American Institute of - Banking

]

“ and -the Rutgers Graduate  School

PR
. *Phe capital of the New London

‘. City National Bank of New Lon-
.»don, Conn., has been increased
;.. drom $250,000 to $500,000, a part

of "the increase having 'béen
7 brought about by a stock increase

of $150,000, while the additional

$100,000 resulted from the sale of

ized-for FRASER
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new ' stock. - The enlarged capital
was made effective Sept. 30.
* % %

An increase in the -surplus of
the Haddonfield National Bank of
Haddonfield, N. J., from $130,000
to - $200,000 has -been authorized
by the directors, making it equal
to the. capital.. Announcement of
this, said the Philadelphia “In-
quirer” of Oct, 17 was made by
R. E.  Townsend, Vice-President
and’ Cashier: The bank has. un-<
divided: profits of $63,000. )
A » % % L
| John Kean, President of the
National State Bank of Elizabeth,
N. J., died on Oct; 23 at the age of
60.- He was also President of ‘the
Elizabethtown ' Consolidated’ Gas
Co. and several other utility com-
panies.- He- was a son of the-late
Hamilton Fish Kean who ‘served
as' - United - States - Senator - from
New 'Jersey: .
* L} % .

" On Oet. 19, the directors of, The
Trenton Banking Co. of Trenton,
N: J.; elected- Sydney- G: Stevens
as President to. succeed .the late
Caleb S. Green. The announce-
ment was made by ‘Godfrey W.
Schroth, Chairman. of the Exec-
utive - Committee" of “the board.
Since Nov. 1, 1948, Mr. Stevens
has served as Executive Vice-
President of the bank. Prior’to
that he was an Assistant Vice-
President of the Bank of The Man-
hattan Co., New York, ‘which' has’
peen a correspondent bank of the
local institution for more than 140
years.  Mr. Stevens’ started’ his]
banking career with the'Commer-
cial National Bank and Trust Co.
of New York in 1933. In 1937, he

| was elected Assistant Trust Officer

and in June, 1946, became Trust
Officer. Several months later he’
began  his association with “the
Bank of The Manhattan Co. as As-
sistant Vice-President in the trust
department.. During-World War II,
Mr. Stevens served. in the finarice
division of the Armed Forces. He
retired from active service with
the rank of Major.
Ed Eg "

The Industrial Trust Co. of
Philadelphia this week celebrated
the 60th anniversary of its found-
ing and the 50th anniversary of
the association of its President,
J. Edward Schneider, with the
bank. Mr. Schneider joined the
Industrial Trust on' Oct. 30, 1899;
as- its. sixth employee when .the
bank was located in the rear of
the building adjoining its present
main office, 1944 No. Front Street.
The bank was then-known:as In-
dustrial Trust Title & Savings. Co:
and: had: deposits' -of $1,700,000.
In 1919, Mr. Schneider was elected
Secretary -and. Treasurer, and
Vice-President-Treasurer in 1923.
With deposits at $10,000,000, Mr.
Schneider was made Industrial’s
fourth President in 1927.- Today
the trust company -has three of-
fices, more than $22,000,000 in de-
posits and 25,000 depositors. “The
bank’s original name, Industrial
Trust Title & Savings Co., was
changed to Industrial Trust Co.
in 1929. The same year Fern Rock
Trust--Co. was consolidated with
Industrial and, as a result, Indus=-
trial acquired its present- branch
at Broad Street and Nedro Ave-
nue. - In 1930, ‘Industrial under-
took the liquidation of the North-

| east Title ‘& Trust Co. and paid
"| that “institution’s  deposits.in: full.

Later- that year it purchased the
assets of the Textile Natiohal
Bank and thus acquired its pres-

ingdon Street offices«u: . v witi
& s e Whio a3

Wi : 0
A

“Nicholas F. Mueller and George
D. F. Robinson, Jr., were elected

ent Kensington Avenue and Hunt- |~

1 b

Vice-Presidents of the Baltimore
National Bank of Baltimore, md.,

| 4t the monthly meeting of the

directors on Oct. 14, according to
advices in the Baltimore “Sun”’
by J. S. Armstrong, Financial Edi-
tor. At the same time Carl G.
Linke was named an Assistant
Cashier. Mr. Mueller, who has
been . with the bank since 1933,
became an Assistant Cashier in
1945, and - in .1847 was made As-
sistant Vice-President. M. Rob-~
inson’s association with the bank
dates from 1937. After serving as
an Assistant Cashier he became
an Assistant Vice-President in
1947. Mr. Linke has been asso-
ciated with the Baltimore National
Bank since 1933. :

s % %

Rollin O. Bishop, who was
elected President of the American
National Bank of St.-Paul, Minm.,
on Oct. 17, assumed his new post
on Oct. 18.. Mr. Bishop had. been
Vice-President -and director since
June, 1948, it is. made known in
the Minneapolis “Star” of Oct. 18.
As President, he:succeeds C..R.
Clarke, resigned. B

w, %% N
. ‘Through “a “stock dividend ' of
$250,000,. the, National” Bank of
Waterloo, ‘at Waterloo, Towa, in-
creased. its capital, effective Oct. 5,
from $250,000 . to $500,000, the
Officé of the Comptroller of  the.
Currericy reports, S e
: PR

*

The promotion of J. Benjamin
Moore to 'the post of Trust Officer
of the First National Bank of At-
Janta, Ga., was made known' on
Oct. 10 by R. Clyde ‘Williams,
President, who- at:the 'same time
announced that F. E. Newborn,
former - Trust Officer, has  been
clected Cashier. - Mr. ‘Newborn,
says' the' Atlanta “Constitution,”
is an instructor in the -Atlanta
Chapter of the American Institute
of Banking, Treasurer of the Life
Insurance and Trust Council and
a member of the Committee on
Trust Affairs of the Georgia Bank-
ers Association. He - entered the

TFirst National in 1924 as office

boy and has served . in wvarious
capacities, having been Auditor
before, ;: hecoming. Trust:, Officer,
from ,which. he now advances, o
Cashier...; Mr.; Moore also: served
as office boy when he entered the
pbank = in 1927, and gradually
worked up to the post of Assistant
Trust Officer, which he relinquish-
es to become Trust Officer.
5 ES #

The Oak Cliff Bank & Trust Co.
of Dallas, Texas, has named three
members of its staff to the posts
of Vice-Presidents, namely: J. O.
Hutchison, Proctor M. Boyd and
W. Otto Frosch, according to an

‘announcement by President R. D.

Suddarth. ' This gives the bank
seven  Vice-Presidents, it was
hoted in the Dallas“Times-Herald”
of Oct. 12—the four others al-
ready holding these posts being
A. B. Moore, T..Y. Hill, James C.
Dycus and Robert M. Gibson. Mr.
Hutchison has been with the bank
for” 20 years, Mr. Boyd for 18
years, while Mr. Frosch, formerly
with .the National City Bank of
Dallas, had since the first of the
iyear been Cashier of the Empire
State Bank of Dallas. .

*® w" £

' J. Neal Mancill has become: as-
sociated with the Republic Na-
tional Bank of Dallas, Texas, as
Vice-President, it is-learned from
the Dallas “Times-Herald” of Oct:
16. . Mr. Mancill, formerly Vice-
President. of the Dallas National
Bank,' assumed his new post
Oct. 17.
\ NP} £ & :

‘Effective Sept.-29, the Colorado
Springs National Bank of Colorado
Springs, Colo., increased its capi-
tal from: - $150,000" to $180,000
through . the - sale of $30,000 of
new -stock. ; ’ P g
Pl e i EIE * Vi i
. The- appointment. of .Louis. B,
Lundborg asiViice-President of thé
‘Bank of America National Trust

& Savings Association, San Fran-

cisce,. in “the’ adrﬁinistrative de-
partment, was announced on Sept.
22 by President L. M. Gianini. To

borg - relinquished - the office’ of
Vice-President of Stanford Uni-
versity, it is learned from the San
Francisco - “Chronicle.”  He ~was
formerly General Manager of the
San Francisco Chamber of Com~-
merce, and had also been with the
California State Citamber of Com-
merce for some years.

# % #

" At a special meeting on Oct. 11,
the stockholders of the Bank of
California National Association of
San Francisco approved plans to
reduce the par value of the stock
from $100 to $20; this representing
a 5-for-1 stock split. The stock-
holders also voted to withdraw
the stock from listing on the San
Francisco. Stock Exchange.  The
plans were noted in our Sept. 15
issue, page 1060.
% % *

i The directors of the Citizens

Oct: 18 the election of Stewarl
McKee as a member: of the board:
Mr. McKee is- President of the

Co. and a director of the Menasco
Marnufacturing Co. :
TN e % »
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7P, H.' Dyste, Assistant Trust
Otficer :and Manager of the real
estate’ department ‘of the Califor~
nia; Trust Co. of 'Los. Angeles,
Calif., has completed his 20th year
of service with the company..Mr.

positions in: Huron,. South Dakota
banks before  joining * the. trust
company’s staff’ in . September,
1929. He is a member of the Los
Angeles Realty Board, National
Association of Real Estate Boards;

‘and the Institute of Real Estate

Management.
£} o

Stanley H. Makelim has been
pamed- Auditor of the: United
States National Bank of Portland,
Oregon, it is announced by E. C.
Sammons, President. Mr. Makelim
entered the banking field with the

%

.old Ladd & Tilton Bank in 1922, He

continued ;with the United. States
National ¢when . that . institution
purchased the Ladd & Tilton in
1925. He was named Assistant
Auditor in January of this year.
As-Auditor he succeeds L. E. Pea-
body who died in September. Mr.
Makelim is a member of the
American Institute of Banking
and Vice-President of the Port-
land' Conference of the National
Association of Bank Auditors and
Comptrollers, Three other person-
nel changes in the bank were an-
nounced by Mr. Sammons. Charles
F. Estabrooks, an Assistant Man-
ager at the La Grande, Ore.,
branch has become Manager of
the Monmouth branch replacing
K. J. Kirk acting manager since
July when the United States Na-
tional purchased the First Na-
tional Bank.ot Monmouth. David
A. Crain, Assistant Manager at the
Othena, Ore., branch, has been
appointed Manager of the Athena
operation, replacing F. S. LeGrow,
retired. At the Corvallis branch
Claude F. Hough has been ap-
pointed an Assistant Manager.
ook

Two changes in the official fam-

of Washington -at Seattle, Wash.,
were . announced in ‘a statement
released Oct. 12 by Joshua Green
Sr., Chairman of the board- of di-
rectors of the bank. P. A. Strack,

tive Committee and Joshua Green
Jr., Executive Vice-President, be-
comes, President. Both are now
members of the board of directors.
In announcing these- advance-
ments Joshua Green Sr. said: “The
regent _increase .in the, ' capital
structure of our bank has brought

| aboutisharply increaseéd duties and

burdens ;which - have resulted in

the necessity of shifting some of

2 by President L. M. Giannini. To:

National Trust & Savings Bank of |
Los Angeles, Cal, announced: on f

Guaranty Union - Life 'Insurance |

Dyste :started: his: bank career at|
Ada, Minnesota; in 1917 and held |

ily of the Peoples National Bank |

since 1943 President of the bank, |
becomes Chairman of the Execu-|

the . responsibilities.. -to ' younger
shoulders.” The Peoples National
recently increased its outstanding
capital stock from $1,500,000 to
3%00,000 through- the declaration
of a stock dividend of $1,000,000
and the issuance to the stockhold-
ers of rights to buy another
$500,000 of stock. This operation

has been approved by the stock-

holders. Plans for enlarging the

‘capital were referred to-in. these
‘columns Sept. 1, page 875.
% % #

The University National Bank .
of Seattle, Wash., increased 'its
capital effective Oct. I from $500,~
000 to $600,000 by a’ stock divi-
dend of $100,000, according to the
Oct. 10 bulletin of the Office. of
the Comptroller of the Currency.

Deposits of Mutual
Savings Banks Show
Continued Rise

During - September : deposits of
the 531 mutnal savings banks of °
the nation inecreased’ $57,000,000:
to reach-atotal of $19,082,000,000

: on Oct.1,Hen= *
ry S.. King=-
.man, Presi- -
dent, National ¢
. Association of .
Mutual; Sav-
ings: Banks,;
and President, -
Farmers and :
‘Mechanics
Savings Bank,
Minneapolis, -
reported Oct. -
.26, As in. eve--
‘ry month this*
g % ear, except -
i oo o i February,.the
Henry ‘S, Kingman: . gqip excé’eded‘

that  for. .the .

corresponding . month, last’ year.
The September, 1948, gain was:
$45,000,000. . -

Deposit' gains for the first nine
months of 1949 of $682,000,000 ex~’
ceeded the rise of $641,000,000 for
the full year 1948. For: the nine-"
month period the gain was 3.7%
this . year in contrast to 2.9%
($513,000,000) last ‘year. The in-’
crease: reflects both a gain in
amounts deposited in regular ac-
counts this year and a drop in the
sums withdrawn.

The net gain of $90,000,000 in
mortgage loans in September was
the greatest for any month this
year and brought the gain for the
first nine months of 1949 to $591,-
000,000. The corresponding gain
in 1948 was $464,000,000. During
September holdings of corporate
and municipal securities also rose
$10,000,000 and cash $9,000,000, but
the portfolio of U. S. governments
declined $43,000,000.

Chi. Stock Brokers
Associates Elect

CHICAGO, ILL.—The annual
election of officers of the Stock’
Brokers’ Associates of Chicago
was held for Oct. 19, and the fol-
lowing were elected for the com-
ing year: ;

President—William H. Higgins,
Paine, Webber, Jackson & Curtis.

Vice-President—John E. Little,
Paul H. Davis & Co.

Secretary—Bernard J. Cunning-
ham, Goodbody & Co.

Treasurer — Thomas A. Kava-
naugh, Paul H. Davis & Co.

Financial Managem’t Corp.

SEATTLE, WASH. — Financial
Management Corp. - has been
formed with offices in the Insur-

‘ance Building to engage in the
securities business. - Officers -are:

' John' E. Tribke, President; H. E.

Benson, Secretary-Treasurer, Mr,

‘Tribke-  was: former}y connected
‘with Caiirad! Bruce ‘& Co.*'and

conducted " His 6fn "~ investment

firm of J. E. Tribke & Co.
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- Preservation of Free Enterprise
- Decisi

At graduating exercises, Boston

By HARRY W. BESSE*
President, Boston Stock Exchange

! _ Stock Exchange executive -tells men of
enterprise ‘system is as vital to. future welfare as military defense,
American corporate: enterprises and reveals large participation of pe
: prises. Extols profit motive as element of na

_ It is only reasonable to assume that a St
S0 Impertant an occasion as this,

ve to Qur Future

Afr Forc?, ,‘defenset of our free -,

" Cites - dependence for -materiel  on :
ople in ownership of corporate enter-
tional progress.

ock Exchange man, invited to be with you on
might comment upon industrial expansion and its influ-

because the

ence on American economic life. I shall do exactly that—with a great deal of conviction,

Ppreservation
of free enter-
prise is as de-
cisive to the
future liberty -
and freedom
of. our people
in time of
beace as a
well equipped
and precisely
trained Air
Force is
decisive in
modern war.

" Logistics
and material ~
have attained
ever greater importance in pace
with our mechanical and technical
progress. Most supply problems
©f national defense are simplified
by the vibrant, dynamic American
industrial empire, operatéd in cor-
porate form. American corporate
enlerprises stand today as a crea-
tive force powered by the saviangs
of our thrifty people, It is here
that the investment profession
Pplays its important part. j

Millions  are required to ex-
Ppand the productive machinery
of the nation to keep up with
€ver increasing consumption. How
many millions is clear when it is
Pointed out that du Pont has capi-
tal investments in plant," ma-
chinery and-miaterials of over $6,-
000 for- each: person employed ‘by
the -corporation. The  capital in-
vestment “required’ to create a
worker’s job ‘with ‘merchandising
wventures-is apt to ‘be lower while
electric power and- light corpora-
tion’s" requirements are much,
much higher,

Subscription ‘or purchase ' of
stock in enterprises of this na-
ture is attractive only when the
buyer has a reasonable assurance
that his shares are marketable.
That is to say that he can convert
them into cash without delay.

- o )
!

Harry W. Besse

Responsibility of Stock Exchanges

Here lies the great responsibil-
ity of the Stock Exchanges.

They maintain active market
Places where securities may be
bought and sold. So that one may
use their facilities with risk re-
duced to the minimum (it cannot
be eliminated altogether, as risk
is the essence of enterprise), So
that it may be reduced, the Ex-
changes require of the corpora-
tions for whose shares they pro-
vide trading privileges, that full
publicity be given to earnings,
asset values and other data re-
quired for analysis. So that mem-
ber firms may be properly armed
with sufficient capital the Ex-
changes conduct frequent audits
to assure a compliance with its
rules for adequate capital posi-
tion. So that the investors’ buy-~
ing and selling orders may be
equitably handled, the Exchanges
have surrounded themselves with
a code of professional ethics un-
surpassed in any other profession.

The typical gigantic corporate
enterprises of our modern life are
truly of the people, by the people
and for the.people. In this cate-
gory is General Motors —a good
example to use. Their great plants,

*An address. by Mr. Besse at
the Graduating exercises, Head-
quarters Flying Training Com-~
mand U..S. Air Force, Barksdale
Field, La., Sept. 30, 1949,
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modern machinery and inven-
tories of goods in process were
derived from the savings of the
people, 430,000 of whom are regis-
tered stockholders.

The actual work of production
is done by the people—over 375,-
000 of them—the employees of the
corporation. Theirfinished product

!|is certainly for the people whose

willing purchases have built it to
its present proportions. The own-
ers, .or stockholders as they are
commonly called, are a real cross-
section of everyday America. Of
this great number 34% own but
10 shares-or less. Fewer than 8%
own over 100 shares, :
General Electric presents a sim-
ilar picture;, with' stockholders in
every state in the Union, At the
time.these figures were compiled,

General Electric had over 246,000 |-

owners, 110,000 of them being
woman  stockholders, holding: 7%
million  shares. Over 124,000
owned 25 shares or less, with no
single ' individual owning. more
than 1/10 of 1% of the total shares
outstanding,

This corporate development has
provided lavishly the goods and
services accepted as a matter of
fact in our. everyday lives—it is
not' casually regarded in other
quarters.

The ‘American- story, gilded by
retelling, has spread to-all ecorners
of the world. There is little reason
to wonder why, from the time
our nation began, foreign powers
have  cast covetous eyes on the
material wealth of our great land.
Unwilling, or unable, to emulate
the democracy that has served us
so truly, rejecting both the prac-
tical and ever present fact of hard
work and the inspirational force
of personal liberty, Old World
thinking always tends to gravitate
to the contemplation of the use of
force against us.

Must Defend Material Wealth

Not to take back with them our
freedom of speech and worship—
not to transplant to their home-
lands the privilege of the ballot—
not to learn and apply the Ameri-
can formula whereby each suc-
ceeding American generation
passes on to the next ways and
means of producing better things
féor more and more people.

No. It is the material wealth
and not the political and spiritual
treasures they would capture or
destroy.

Too often have we been faced
with this phenomenon not to
guard against it by setting up de-
fensive force, splendidly equipped
and manned by the best our world
of unbounded opportunity and
system of free public education
can provide, doing our jobs when
we must with the golden ideals of
Americanism in our hearts, while
in our hands are the magnificent
machines born of our own .inge-
nuity, unequaled in efficiency and
scientific capabality by those of
any other nation in the history
of man, . : . W

Our system.of defense stands
today. as ‘the- important factor in
that strange international relation-
ship that is sometimes referred to
as Cold War. : .

Now, Cold War, in its connota~
tion, has an interesting parallel in
the struggle .that American free
enterprise has.been . required- to

make from its very beginning. The

nation’s business is called on day
aiter day, and year after year, to
defend itself from infiltration of
political and social wvisionaries
who would tear it -dewn or so
emasculate it as to nullify its fin-
est capabilities,

In 1828 Edward Everett, when
delivering his address at the dedi-
cation of the monument at Bunker
Hill, pointed.out that nearly alllof
the American colonies™ were
founded on charters ‘granted to
corporate institutions in England,
corporations which had for their
objective . the 'pursuit’ of the
branches of industry and trade
pertinent to a new plantation.
This, said Mr. Everett, ought to be
considered as a leading incident in
the great train of events connected
with the establishment of consti-
tutional freedom in this country.

It was no refinement of learned
statesmen to which we are in-
debted for our republican institu-
tions of ‘government—nor was it a
device of the parent government.
It ‘was rather the spontaneous
adoption of a regular representa-
tive system by which; as in erdi-
nary civil corporations, the affairg
of the ‘community are decided by
the will and the voice of its mem-
bers,

. So, we see the corporate form
was then, and has become even

30.times that of conventional ma-
chines, A moth repelling coating
for closet-walls ‘may be applied
in".a relatively permanent form
by a paint:brusn. -Photostats 1n
full color, Even electric flat irons
for the left-handed women,

Research
i:Amazing? Not at all; for:another
paragraph announcedthat one of
the largest steel companies is re-
ported to be spending $10,000,000
this year- on-research. The. re-
search leading to the development
of - nylon cost over $25,000,000.
These products are the fruits of
the incentjves I have mentioned.
A civilian structure without these
incentives could be likened to a
military force in which no pro-
vision had been made for com-
mendations, decorations, or pro-
motions,

Gallantry and . distinguished
service in ‘the Armed " Forces,
even though born of noble emo-
tions, would be less readily in-
spired without some recognition,
Production without :profit would
be similarly - affected—withering
as an - animal deprived of its
oxygen. Without good wages and
without the possibility of ad-
vancement the workers’ coopera-

tion . with management = dis-

| gresser can ever prevail,

profits, the _appetite for enter-
prise is'lost. ) Sy B
" With these incentives — with
courage born,of patriotism, forti-
fied by ‘thorough scientific train-
ing, know-how acquired by hard
work, with contented, dignified

- industrial ‘manpower, with our

enterprise confident, our natio

has.a strength over which no ag+
So long as such a freely com-
peting, freely progressing ‘estab-

 lished  order prevzils, we . have
 little to fear for our precious

heritage. However, with workers,
owners and management bitter,
one aligned against the other —
with government, business and
the people divided in choice of
objectives with the services
weakened by disuniiy, the future
would indeed be clouded.
- The liberties passed to us by
our forefathers, the. security of
our homes won at Saratoga, in the
Argonne Forest, at Midway and
Leyte Gulf, and in the skies over
Rabaul and Regensberg would
become but pages in history, the
freedom for which these battles
were fought, destroyed  forever,
leaving on our broad continent“a
police state followed by regi-
mentation, slavery, chaos and
death. ;
We must never permit this
catastrophe to occur, -

appears. Without the prospect of .
= : - ‘
r Railroad Securities ”
New York, Chicago & St. Louis !

One of the features of the recent more buoyant rail ‘market has
been the sustained strength in the stocks of New York, Chicago & ‘St.
Louis. Action of the stocks, and particularly the common which ‘is
selling well above its 1936 “high, has again brought to the fore the
question of a possible stock recapitalization to. eliminate dividend
arrears on the 6% preferred stock. These arrears have been reduced
in the past year and a half by payments of extras of $3.00 a share in
1948 and $7.50 a share earlier this year. They still amounted to $73.50.

more truly now, the custom of our
country. In the more’ than’ 100
years ‘that have ' elapsed, since
Mr, Everett’s address, production
by -corporations -has ~expanded
thousands-fold, but ‘were he alive
today’ that great:American ‘would
again assign to free -competition
operating now as-in his own era,
the prominence that it merits in
building on the Western Hemis-
phere the highest standard of liv-
ing in all' the civilized world.

Profit—Motive of Progress

Now, do not draw a conclusion
that I present to you the proposi-
tion that our nation’s industrialists
have through the years worn only
the ' shining armor of  altruistic
crusaders,  The ' great incentive
which drove them to create better
products at lower cost has been,
and I hope always will be, a mo-
tive of personal profit.

We have always been a restless
people, aspiring and energetic, en-
dowed with freedom from fear,
We have been permitted to direct
our energies to the material com-
forts for our families. No thinking
man can advance the proposition
that such development as we have
attained could have been realized
without an incentive of personal
gain, without confidence in the
various forms of private invest-
ment for the nation’s savings, and
without reliance on the continued
stability of the system which has
made it all paossible,

Now let me not be misunder-
stood, this prosepective of enter-
prise I submit to‘you, not in its
defense, but ratherin its praise,
And why not? Only . yesterday
there reached my desk mews of
the further evidence of its crea-
tive capacity. News thaf\pur natu-
ral gas pipeline system is%{o reach
251,000 miles this fall.
frigerated air express makey, pos-
sible the. sale of Hawaiian) cut
flowers. in mainland depart;
stores,,

. in a continuous block at a rate of

Until they are paid off, either in cash or through a stock recapitaliza~
tion, the common obviously can not participate directly in- current
high earnings, vy ) :
. There have been attempts in the past to eliminate this. prablem
of back dividends. The first proposal was for a merger with Chesa-
peake & Ohio where there would have been an exchange of stock
which would automatically have eliminated the arrears, Opposition
of preferred stockholders 1o the terms they were offered blocked this

lan, - Subsequently, Chesapeake & Ohio disposed of its holdings of

ickel Plate common, distributing it as a dividend on its own stock.
Next, plans were discussed for an’ internal stock recapitalization of
Nickel Plate with a simultaneous merger with the controlled Wheel-
ing & Lake Erie. This idea was dropped when it became obvious that
large holders of Nickel Plate common would not accept any dilution
of their equity. ¢

It was when the last mentioned scheme was abandoned . that the
management embarked on the program of whittling away at the divi-
dend accumulations with extra cash distributions, Obviously this
would be a slow process if the entire arrears were to be so handled.
Efforts have been continued, therefore, to devise some new plan that
would be satisfactory to preferred stockholders and at the same time
would not involve dilution of the common stock. It is not considered
likely in many quarters that any such proposal will be feasible until
the dividends have been further substantially reduced through addi=-
tional cash payments. .

Nickel Plate has long been accepted as one of the sound railroads
in the country. In the past its troubles stemmed largely from recur-
ring maturity problems in connection with which the company was
forced from time to time to request bondholders to extend their ma-
turities,  These maturity problems and the desire of the management
to gel its overall debt structure down to a more conservative level
were largely responsible for the long preferred dividend drought.
Also, the company needed cash for.an ambitious property program
and to purchase outstanding stocks of Wheeling & Lake Erie. All
these things are now in the past and cash needs from here on should
be much more modest, N

Nickel Plate is virtually all main line. It enjoys a relatively long
haul on the bulk of its traffic, It does little passenger or 1. c. 1. freight
business. In the east its lines extend only as far as Buffalo. where a
large volume of traffic is interchanged with Delaware, Lackawanna
& Western and Lehigh Valley. It is not itself saddled with the
heavy terminal costs of the eastern seaboard. All of these factors
contribute to a high degree of operating efficiency. Earning . power
under normal conditions is high. Earnings on the common over the
past 109years averaged $17.87 a share and-last-year they amounted
to $39.09. .

The basic status of the company and its earning power. should
be further substantially improved shortly. Lease of the Wheeling &
Lake Erie, a large majority of whose stock is already held by Nickel
Plate, has been approved by the Interstate Commerce Commission.
It is expected that the lease will be finally consummated by Dec. 1,
1949. - Had this lease been in effect last year earnings on the Nickel
Plate common would have been close to $60.00 a share. Earnings
have naturally dipped in.the current. year -and. the coal and .steel.

strikes will prove expensive, Nevertheless, combined common share

 earnings should come close to $40.00 for 1949,

(
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Our Reporier on Governments
—— By JONN T. CHIPPENDALE, JE.

Prices of Treasury obligations remain within the limited trac_hng
ange, which has been in effect for the past several weeks. . . . Minor
ps and downs take place in the quotationsdepending upon the psychol-
gy of traders and the amount of buys and sells that investors put
to a very thin and inactive market. . . . Despite _the lack of b;e:adth

the market, quiet accumulation is still going on in selected eligibles
nd tap issues. . - . Commercial banks are doing their own refund-
g of the December 2s by moving ‘into the higher income obliga-
ons. . . . Savings banks and other non-bank investors (aside from
he large life insurance companies) are fairly important byyers of the
pnger restricted bonds. . . . ;

Deposit banks, both large and small, are eliminating, in most
instances, the December 15 maturity and are putting the proceeds
into the June and December 25 of 1952/54, the 2!4s due 1956/§9
-and the.2V4s of 9/15/67/72. . . . ¢ is reported all of thcse_obh-
.gations have been in for about equal buying.", .. The Victory
Loan 2Y%s continue to be the favorites of non-bank investors,
although the 1964/69s are also being well bought. .

ARKET HAMPERED BY BUSINESS UNCERTAINTY

‘The government market is still in a state of flux, because holders

well as prospective buyers of these securities ‘are not clear as to
hat is likely to happen in the next few months. /. . In other words,
he near-term trend of Treasury obligations is causing concern among
nvestors and traders and ‘this uncertainty has made for rather re-
stricted price movements with light volume. . . Apparently ’ghe
oremost factor in the picture at the present time is the prospecfave
rend of business. . . . The strike cituation is the big uncertainty
because a continuation of the impasse could reverse the current eco-
omic trend and force business into a tailspin that might bring about
h full-blown depression. . . .

Under such conditions the government market would no
.doubt be strong and new high prices for longer-term issues would
be expected. . . . Demand for bank credit would decrease and
non-bank investors would most likely find it more difficult to
put funds to work in private channels. . . . This should mean

“more funds of investors and traders would be seeking an outlet
§n the Treasury market. . . , This increased demand, along with
Jower interest rates, should have a very favorable effect upon

“-prices of all government securities particularly the higher income
‘obligations. .

BOBABLE TREND ON BUSINESS STABILITY

On the other hand, if there should be a settlement of the coal
and steel strikes, in the very near future, the damage to the economic
gtructure should not be harmful enough to have more than a passing
pr temporary and minor effect. . .. . Recovery in the business situa-
jon should continue and demand for bank credit as well as for funds
of non-bank investors should be enlarged. . . . Also non-government
security flotations would most likely be increased, and these would

ompete with Treasury obligations for investible funds. . . . :

Although money rates would continue low, because of the
need to foster the recovery and to finance the deficit, there would
_-most likely,be mo further.decline .in interest rates. . . . This
would seem to indicate a plateau for money rates, and a top for
" prices of Treasury .obligations. . . . There would no doubt in
: time .be some brakes applied by the authorities to the business
_Arend in order to keep it from getting too optimistie. . . . Interest
3 rgtg:s could be one of these controls and a tapering .off or a sta-
;bll{zation of the downward .trend, with improved economic con-
ditions, would seem to be in the cards. . . . This would probably
, mean only minor if any further uptrend in quotations of govern-
* ment securities. , « .

., Because the gq.vernment market appears to be facing the afore-
mentioned uncertainties which have not yet been clarified, it seems
as though price movements will not be. pronounced in either direc-
tion, until a decision has been reached on some-of these points. . . .
When -the .aj.mosphere is cleared, .investors and ‘traders in Treasury
securities will then be.in a position to go ahead with their programs,
which may or may not result in greater activity and wider price
changes in the government market, . . .

(‘}'ONTKOLLED MARKET INEVITABLE

© Some money market followers are of the opinion the “directed
economy” of the Administration will result in a long-term infla-
tlionary trend in-economic conditions, , . . Deficit financing, higher
wages, and high farm price supports, will tend to cut the purchasing
power of the monetary -unit. Interest rates will be kept down, despite
the inflationary trend, because the deficit must be financed as cheaply
as ;poss_xble. .. . This creeping inflation, it is believed in some quar-
ters, wxll' not have much effect upon prices of government securities,
which will be kept within restricted trading limits. g

This probably means more interference in the money markets

‘by the powers that lge, since they will see to it that quotations
. do npt move too far in either direction. . . . Protection will be
p_toyxdgd on t_he way down, just as it was in the recent past, and
.'!‘ln:u.tatlons will be put on the up side. . , . One thing it ‘seems a
. “directed economy” with an inflationary trend must have is a

» government market that will not be subject to wild and ‘violent’
price gyrations,

..

Filor., Bullard & Smyth
To Admit B. Gavan

Bernard J. Gavan, member of
the New York Stock Exchange,
will be admitted on Nov. 1 to gen-
eral partnership, and Peggy Ho-
henlohe to limited partnership in
the New York Stock Exchange
firm of Filor, Bullard & Smyth,
39 Broadway, New York City, Mr.
Gavan was formerly senior part-
ner of Gavan & Co. which has
been dissolved. .
ized for FRASER
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Goodbody Adds to Staff

ROCHESTER, N. Y.—John"P.
Day has been added to the staff
of Goodbody & Co., Lincoln-Alli-
ance Bank Building.

Laird, Bissell to Admit

John J, P. Murphy will become
a partner in Laird, Bissell &
Meeds, 120 Broadway, New York
City, members of the New York
Stock Exchange on Nov. 3.

Trends of Capital Formation

(Continued from page 17)
own risks as his judgment indi-
cates.

(4) The future formation of
capital will be attended by great-
er risks than has been true of the
past. As the rate of technological
change increases, obsolescence be-
comes greater. Business expansion
will come increasingly from de-
veloping ‘new products and will
come less from extending the
market of existing products. These
circumstances = will mean .that
larger capital requirements and
greater risks must be assumed by
businessmen as a matter of course.
I think the clearest demonstration
of this today is the happy abandon
with which every one is losing
money in the television industry.

Now let us get back to the cen-
tral problem of who, in the fu-
ture, is likely to initiate the sav-
ings and investment to provide
for economic growth, bearing in
mind that capital requirements
will be larger, the risks greater,
that savings are more institu-
tionalized, and that the propor-
tion of debt-seeking funds is
large compared to that of equity
funds.

Three Future Courses of
Financing

Speaking broadly I foresee
three general courses which the
economy might follow in the fi-
nancing of future capital forma-
tion.

First, the volume of venture
funds might be stimulated and en-
couraged in the future so that it
is more ‘adequate in relation to
debt-seeking funds and ‘to the
needs of business.

Secondly, the large volume of
debt-seeking funds presently be-
ing administered by financial in-
stitutions might be converted at
least in part to equity purposes.

Thirdly, the government might
provide equity financing.

1 have not included among these
alternatives the possibility of cor-
porations .becoming more self-fi-
nancing through the plowing back
of earnings. Corporations are al-
ready financing a large. share of
their capital formation out of
earnings; and I believe that the
effect of collective bargaining will
prevent them from substantially
increasing earnings available for
such use,

Let us analyze each of these
three alternatives for financing
capital formation in more detail.

The first alternative is encour-
agement of the flow of venture
funds into business. Only ‘about
89 of corporate capital formation
during a recent year was financed
from capital stock. This is a piti-
fully small amount of equity in-
vestment to be flowing into busi-
ness. At the same time, when the
net equity investment by indivi-
duals in business was $1.3 billion,
those individuals owned liquid
savings in the amount of $172 bil-
lion. To put the matter more
forcibly, when individuals had
liquid. savings worth more than
twice ‘the total value of all the
common stock on the stock ex-
changes, they were willing that
year to invest only one one-hun-
dred-thirtieth of their liquid hold-
ings in the common stock of busi-
ness_enterprise.

These facts tell us that there is
an ample reservoir of funds, but
individuals are’ withholding their
liquid ‘assets -from venture uses.
Why are individuals doing this,
and what is the remedy?

I do not feel competent to
answer these questions. I do feel
confident in saying, however, that
the often-suggested remedy * of
lowering the progressiveness oOf
the income tax rates is an overly
simplified approach to this mat-
ter. In fact, I do not believe that
a general reduction of income tax
rates goes to the heart of the mat-
ter at all. A general income tax

{ reduction is more likely to result

in greater consumption or more
savings seeking .a fixed income
than it is to result in more ven-
ture capital.

-

Causes of Decline in Equity
Capital

The reluctance of individuals
to use their liquid assets or their
new savings for venture purposes
seems to have many causes, some
of which are very intangible. I
shall try to list a few of them.

(1) Investing for venture pur-
poses requires an individual to
think. It requires more thinking
than putting liquid assets in the
bank, buying life insurance, or
buying a high grade bond with an
AAA rating. Most of us in an em-
ployee economy do not have the
stimulus to think about enterprise
and investment that is true of an
independent  businessman. The
small merchant, farmer, or sales-
man is thinking day after day of
subjects related to. selling goods,
starting a new -crop, taking on a
new line of merchandise. Persons
in"clerical or laboring jobs think
of other things, such as how to
handle the accounting procedure
for premiums paid by policyhold-
ers, or how to lay out the assembly
work for puttinig a telephone to-
gether. As the trend toward fewer
independent businessmen and to-
ward more employees has pro-
gressed, therefore, there is less
stimulus in the working environ-
ment to think about business ven-
tures and venture investment. In
fact, I would say that for the ordi-
nary clerical or factory employee
—of which there are so many to-
day—or even for the professional
man, it takes an extraordinary ef-
fort to think—and to continue to
think—about venture investment.

(2) Business has, reputation-
wise, fallen in estate. This is also
a consequence of the trend over
the past 100 years toward urbaai-
zation and toward a laboristic
economy. Most people are em-
ployees. Values and prestige in
the eyes of the community are
shifting away from business
ideals. Children do not yearn to
be Horatio Alger these days; they
want to be Dick Tracy—a city
employee. It is natural in this
process that business enterprise
should carry less prestige and ex-
cite less aspiration.. If most peo-
ple do not want to be business-
men as much as they used to, they
are less likely to strain them-
selves to think about the prob-
lems of business venture—whicin
is required for equity investment.

(3) Added to these intangibles
is the more concrete problem that
the tax laws discriminate against
equity funds and in favor of debt-
seeking investment. The mere
fact that interest expense is de-
ducted as a cost of doing business,
while profits bear the burden of
income taxation, is discrimination
enough, Actually, why ‘is inter-
est any more a cost than profit
since both are returns on capital
invested? This is purely a matter
of definition which, because of
usage in business-and convenience
to the revenue collectors, has be-
come imbedded in the law. There
are added discriminations as well,
those which come from double
taxation of dividends, the capital

_gain and loss regulatiors and the

depreciation rules. I'think, there-
fore, the discriminatory nature of
our tax laws is a much more basic
problem ‘than their progressive-
ness. A progressive tax rate need
not necessarily  discourage risk-
taking. Discriminatory taxes do
discourage risk-taking.

I do not look upon it as my as-
signment here to offer solutions
to the several causes that tend to
deter equity investment, butsome
steps are obvious. Revising the
tax laws is one alternative, but
not a very likely one because
widespread revision of tax laws
is very difficult to accomplish.

Another alternative is to enact
new laws that are what you might

call counter-discriminatory laws,
That is, present laws could be
left on the statute books, but new
laws could be added to elicit more
venture capital. One prominent
economist has, for instance, sug-
gested that a tax credit for sav=-
ings devoted to venture uses be
enacted.

Overhaul Securities Selling
Machinery .

An additional approach to this
problem would be to overhaul the
securities selling machinery. A
prominent cotporation president
recently typed the investment
banking system as ‘“antiquated.”
I would not be prepared to be
that positive, but there is wide
room for development in the sell-
ing of equities, in view of the
great need of the economy and
the resources of the American
people. When you stop to think
that the long run effect of col-
lective bargaining is likely to in-
crease the wage share at the ex-
pense of plowed back earnings,
the importance of developing ma-

‘chinery to sell equities to work- -

ingmen becomes apparent. If sales
management -in our business can
sell life insurance widely to work-
ingmen and everyone else in the
economy, if the government can -
sell series E bonds to a broad
market, I believe good sales man-
agement in the capital markets
could sell equities more widely.

What can the life insurance in-
vestment officer do about all this?
Very little directly, I would say.
These are big national problems.
Revising -the tax laws is beyond
the influence of any single group,
to say nothing of the actions of an
individual investment officer.
Changing the “thinking environ-
ment” of American workers or
enhancing the prestige of Amer-
ican business is even more remote
from individual action. The only
thing a life insurance investment
officer can do is the same as any
other intelligent citizen -can do.
That is, he can keep a wideopen .
mind on the matters relating to
venture capital. This is an easy
prirciple to agree to but hard to
apply.. It is much easier for most
of us in the investment end of
the life insurance business to join
the “down-w it h-progressive-in- -
come taxes” school of thought
than it is to consider new tax
issues objectively.’ Some  fairly
radical sounding tax plan may
turn out to be better than what .
we have got, and better than low=-
ering progressive income taxes.

The second alternative for fi-
nancing capital formation in the
future is by the diversion of the
debt-seeking funds of financial
institutions to venture purposes.
It would be particularly impor-
tant that financial institutions
wholeheariedly enter the venture
field if the public should prove
unwilling to revise the tax laws
to encourage equity investment
by individuals, or if better sales
methods for distributing equitie
are not develeped. ;

Financial - institutions—such as
savings banks, life insurance
companies, trust companies, cred-
it unions, savings and loan asso-
ciations, and miscellaneous insti-
tutions—now have about $152 bil- .
lion in assets and the annual ad- .
dition of new funds amounts to
about '$10 billion per Yyear. Of
these sums, slightly less than 40%
of total assets and somewhat less
than 40% of the new annudl sav-
ings are administered by the life
insurance companies.

All of these financial institu- -
tions, of course, invest predomi-
mnantly in fixed-income obliga=-
tions with very little available |
for. common or preferred stocks.
When one considers tnat the an-
nual additions of new funds for
investment of these institutions is
$10 billion, while ‘the new money
flotations of cornmon and pre= -
ferred stocks has been only about
$1.5 billion per year, it is appar=
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ent that the financial institutions
'could - significantly augment the
- -supply ef equity funds.

I would like to say as an aside
remark here, that when I speak
‘of -diverting 'the “debt-seeking
funds of financial institutions. into
venture capital, I. do not neces-

. ‘sarily mean into common stocks.
It is my opinion that life insur-
--ance companies ought to mini-
mize their purchase of common

stock, at least in the large, well-

established cornpanies. The tenor
of the Atlantic and Pacific anti-
trust case, the recent investiga-
tions -of Congress, and -even the
‘speeches of the President of the
New York Stock, Exchange—all
indicate a profound distrust of big-
ness and of life companies be-~
coming shareholders in large cor-
porations. In spite of the present
criticisms of private placements,
I think that private placements of

preferred stock by new and de-

veloping business is likely to be
-a more fruitful and publicly ap-
preciated form of equity invest-
ment for life companies over. a
long period. ‘Ownership of hous-
ing and rental properties is also
likely to be a more acceptable
form of equity investment.

Obstacles to Institutional Invest-
ment in Equities

To resume, there .are many ob-
stacles in the way of financial in-
stitutions going into venture ‘or
equity invesiment on a  large
scale. There are the investment

. laws which in large measure cir-
cumscribe the ability of financial
institutions to enter. this field on
a large scale. There is the valua-
tion problem. The experience, at-
titude, and ftradition of invest-
ment officers and directors.of fi-
nancial  institations. would also
make the transition difficult, Most
important of all, there is ‘the
moral and legal responsibilities to
clients—whether they be deposi-

. tors, policyowners, trust benefic-
iary—to tulfill ' the. contractual
arrangements under which monies
were saved and paid into the fi-
nancial institution.

These obstacles ‘do not mean
that a change in investment prac-
tices is dmpossible, but it does
mean that the change will have
to be slow. It.will have to wait
upon alteration of laws, re-orien-
tation 'of investment personnel,
and perhaps the devising of new
policy contracts in which : cash
values are tied to equities.

None of these changes are going

- to come of themselves. They will
come only ‘if the leadership in life
insurance wants them to come and
makes a conscious effort, daily, {o
explore small changes of law,
new training and experiences of
investment meén, and new con-

-tracts with the public. Because
the task is long, piecemeal, con-
tinuous, the leadership in finan-
«cial institutions will only be able

< to carry out a basic change in
its' investment policy if it has
perspective of the needs of the
economy and if it has an objec-
tive of how it wants to serve the
-economy. .

Government Equity Financing
If the public is unwilling to
. encourage individual financing ‘of
capital formation, .and ‘if the fi-
nancial institutions are indiffer-
ent to converting their funds to
venture. investment, . then in my
opinion the third alternative for
financing ‘will prevail. That is,
the ‘government will gradually
come to provide the venture funds
for the economy of the United
States.” This trend is already un-
«der-way in the form of public
power and atomic energy. Even
some of fhe credit -arrangements
_of the Farm Credit Administra-
tion and Reconstruction Finance
Corporation are more like equity
financing than loans. These ar-
rangements will, in my judgment,
be expanded .and liberalized - if
the needs of the economy for
. capital formation are not other-
wise adequately financed.

The effect of having the gov-
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ernment enter more and more
into- “venture financing - would

| profoundly alter the economy, and

life, in the United States..I sup-
pose such an eventuality could be
roughly summed up as amounting

to “socialization” in the United

States. I do not like 1o wuse this
word very much because it means
so many things to different peo-
ple. In a very broad ‘sense “so-
cialization” has been going on for

‘hundreds of years and will, I ex-

pect, ‘go-on for hundreds of years
more. When early tribes banded
into principalities, like Athens
and Sparta, that was socialization.
When the feudal lords joined into
a nationalistic state, that was so-
cialization. Public education, the
governmental post office, and the
United Nations are forms of so-
cialization. In other words, man-
kind is making a constant move-
ment toward larger social groups
and toward larger responsibility
by the social group for the indi-
vidual. ;

In the United States this his-
torical trend has been confined to
the socialization of income. So-
cialization of income, is the proc-
ess by which government uses its
taxing powers to redistribute part
of the natioral income for meet-

-ing what sociely regards as mini-

mum - standards - and : minimum
needs. Public housing, social se-
curity, public assistance, etc., are
all examples of minimum stand-
ards which the American. com-
munity is assuming as an obliga-
tion {0 individuals. It is because
this process of socializing ‘income
has been going on for a good
many years now that I believe the
clock will not be turned back in
the field of progressive. income
taxation and. that the high’ in-
come groups cannot be expected
to provide equity funds in the fu-
ture as they did in the past.

The new sources of - equity
money will have to be.the middle
and lower income individuals, fi-
nancial institutions: or the gov-
ernment, If these individuals or
the financial institutions-do pro-
vide the necessary venture funds
in the future, the soeial .move-
ment in the United States is likely
to be confined to .the present
process of socializing :a part of
the national income. If the gov-
ernment: must provide venture
capital to keep up our rate of
capital- formation, then the na-
ticnalization of. industries in the
European ' fashion is ‘to be ‘ex-
pected. A private capital market
is the very heart of a private
economy. If we have a govern-
ment capital market, we will have
a government operated economy,
The government will decide what
kind of business to foster, how it
shall be managed, what- it shall
sell, at.what price to sell it, These
will all be the conditions of pro-
viding the venture capital.

Like the other two alternatives
for 'financing future capital for-
mation, the provision of venture
capital by government. will only
develop  slowly. It will come
through additional guarantees tp
privaie lenders, aid to investors,
and gradually to outright grants
to business. Those in 'thé invest-
ment field who rely upon govern-
ment guarantees, like FHA guar-’
antees; are being uncritical of th,
outcome to which this can leacf
The more people in the financia]
world leanron government assist~
ance, the ‘more assistance there
will be. The government. is often
looked wupon :as an aggressive
force intervening in business af-
fairs. I ‘think a more accurate
representation is that government
is ‘a rather passive institution
which - merely - fills .a . vacuum
when private enterprise ‘does not
do an adequate job. - In a ‘word,
the way to have a privately fi-
nanced -economy- is to ‘make our
private institutions adequately fi-
nance the economy, It takes an
investment - officer with perspec-
tive and with objectives to do
this. He must look at the possi-
bilities in the-future of relying
upon government aids and ‘pal-

liatives. - He must look critically
at the ‘kind ‘of job he personally
is doing in relation to the needs
of the economy. 2

Summary

Let me summarize the remarks

T have made now into ‘a series of
tentative conclusions; !
. (1) The rate of capital forma-
tion in the United States over the
past 100 years has been high, both
in relation to other countries and
in relation to our own past. I

(2) The standard of living is|-

closely dependent upon increased
capital formation, and .therefore
the whole public has considerablé
determination to see that both
progress. |
(3) The United States has the
technical means at hand to main<
tain, and even step up, the raté
of increase in productivity and
living standard. ' |
(4) Capital requirements in the
future will be even greater than
in the past because of greater
risks and obsolescence which: ac
company .a stepped-up rate of
technical progress; and the need
for venture funds will be
larly apparent, - !
(5).Venture funds in the future
are likely to be provided ‘from
three sources: through encourag-
ing individual savings and equity
investment; through diverting the
funds of financial institutions to
venture purposes; or through gov-
ernment financing, }
(6) The most desirable of these
alternatives is through greater in-
dividual participation in venture
investment. ' This requires alterat
tion in tax Jaws to remove ot
counteract discriminations against
equities 'and- better selling: ma#
chinery to distribute equities, The
least desirable alternative “is for
government to finance ' capital
formation. but this will only come
slowly and by default of the other
financing methods. !
(7) - An. investment officer, or
any citizen, needs to have a pert
spective of business history :and to
have realistic' objectives of the
kind of ‘economy that it is possi+
ble to build in the future. There
is considerable = opportutity for
the life insurance- investment of-
ficer to mould the future course of
the economy of the United States
through his daily-actions and de-
cisions. If the investment officer

feels, 'as I do, that there is a criti< |

cal need for venture funds in the
economy, he must have  this in
mind daily—when a fairly new
business firm  seeks a private
placement, - when the = venturé
aspects of ‘a housing project come
up, when his invesiment banking
friends are talking about how to
sell equities. Not only must this
long-term objective be in the
back of his mind every day, but
it must also be tempered ‘with
realism—the realism  that ~there
is no turning back to the tradi-
tional sources of financing capital
formation. This is anew economy
—a more urbanized, interdepend-
ent, and laboristic economy than
we have ever had before—and it
requires a new economics. ‘

By his objective view' of tax-
ation, by his encouragement’ of
venture 'investment whenever it

. is reasonably possible, by his crit-

ical understanding of government
financial ‘guarantees, by his abil-
ity to do-a better job of serving
the capital needs ‘of the economy
than has ever been done before,

the investment officer can do
much in his daily activities to
build the future economy of the
United - States. g #i oy

Walter Connolly Co. Adﬂs

(Special to THE FINANCIAL CHRONICLE)

BOSTON, MASS.—Sylvester C.
Perry has become affiliated with
Walter J. Connolly & Co., Inc,,
30 Federal Street. He was for-
merly with Raymond & Co., Ralph
F. Carr & Co. and Paul D. Shee-
line & Co.

particus]

Securities Salesman’s Corner
By JOHN DUTTON ’ ' |

At last we are calling upon the talents and experience of men °
who have made a success of leaching others how to sell intangibles. '.’
It is certainly beneficial to obtain ideas and specific suggestions '
from ‘the experts. -Recently, ccourses in security salesmanship- were |
conducted in Boston, now lectures are being held in New York that
are sponsored by the Investment :Association of New York, and
which rare currently being: reporteéd -in full in the “Chronicle.” N
- The ‘ideas presented by Mr. Kelso Sutton in his present series, !
it seems to e, -are ‘eminently ‘sound. They are not just theory but
they add up. ‘It is with this sincere tribute that I would like to pick
‘up-one of his ‘points-and amplify it a bit. If you read his address
that was carried in the Sept.:29 “Chronicle,” he made the point about
not ‘being a “Long-Winder.” ‘He spoke about talking too much, about
not knowing' when to quit, about selling too hard, about not giving
the ‘customer a chance to say “I'll buy it.” . That a salesman who talks
too hard and too long, might create.a feeling in the prospect’s mind
that he' was being repressed and then he would desire to get rid of
him as fast as he could. Then he suggested that “there is a distine-
tion between just talking and saying something that has an actual
bearing on‘the sales presentation.” In this way it is possible to cut
down on verbiage and’increase sales efficiency. .

Now, I am going to ask you to follow something that is most
difficult to explain, ‘Nevertheless, I am positive that most experienced
men-who have worked in' the-field of direct selling (especially in
intangibles) will verify the soundness of the observation. There is
a point when you stop talking AT A MAN and begin to TALK
WITH HIM. When this happens you feel a certain sense of MUTUAL-
ITY. You no: longer. are the salesman-—you .cease being the fellow
who has come to present a new idea in the hope your prospect: will
accept. it—YOU MOVE:QOVER 'INTO “HIS CORNER. When you .
reach this point in: your cconversation you have made the sale. You :
may close right there, you may. ‘close after a’ few well thought out
remarks,-you may close -after you make it easy for your prospect
to ‘buy, you may even close ‘at a later date, but you are.in. "~

- Creative selling depends upon your ability to gain an AGREE- .
MENT. to the effect that what you are proposing is going to be bene- -
ficial to the other fellow. Some one thing you may say; your touch-
ing one vital point that affects the personal welfare of the man to
whom you are talking may do it. When this happens MOVE OVER
INTO HIS CORNER. -Let him talk a bit, let him come out with it,
keep him on it Then show him the answer—it is ‘what you are pre-
posing—the rest is a natural moving together toward a solution
to a problem, or a need. ety g ; ¥

In-the field ‘of security salesmanship, however, the first sale is
not the only. one you hope to make when you open a new account..
Subsequent business follows naturally if a successful result is
-achieved investment-wise. It is one thing 'to be able to sell a man,
but to maintain  this feeling. of mutuality, ‘more ‘than ‘good sales.
practice in the first and subsequent meetings with him are necessary.
He must be made ‘to feel that he'is in absolutely competent ‘hands
as far as his investments are concerned. Here personal contact -and
the building -of a feeling of MUTUALITY that grows stronger and
stronger month- by month, - can only “be.achieved when ‘the sales
organization is backed -up by the strongest and ‘most competent
stavistical assistance, Assuming .good investment results, a- continu-
ing interest in the welfare. of clients will always ‘develop confidence
and friendship. ‘Once you move .over into your customer’s corner
stay there——then your sale is made. :

- Bank Deposits and Loans Decrease

Earnings Assets and Capital Funds Higher

According to the final 1949 edition of “The Blue Book” the Rand
McNally Bankers’ Directory, the total assets of ‘all banksin the United
States as of June 30, 1949 show a decrease .of $4,394,148,000. However,
the banks’ holding of government bonds and other bonds has increased
$1,659,007,000. At the same time, ® " =

capital has been ‘increased $102,-
512,000, surplus is larger by $97,-
215,000, and undivided profits are
greater by $148,379,000. Capital
funds, therefore, show an increase
of $348,106,000.

The decline in deposits for the
entire country shows a total of $4,-
694,126,000. The decrease in cash
and due from banks also totals
over- $4,000,000,000, and the de-
crease in loans and -discounts
amounts to $1,508,894,000. When
the increase in' governments and
other bonds is added "and from
this total is subtracted the de-
crease in loans and discounts it is
found ‘that there is a-net gain in
earning ssets of $150,113;000.

A recapitulation in this new|

Blue Book also shows a gain of
113 banking ' offices. This

117 branches.. National. banks
have added 67 new branches, and
state banks and trust companies
have added: 50, from which is de-
ducted a decline of four head of-
fices. The change in number of

banks includes an increase of 12.

state banks and trust. companies,
and a decrease of eight national
banks. There is "also a decrease
of seven private banks. -

In addition to giving a complete
detailed -account of the assets and
liabilities of ‘every bank in

America, including the Federal

is|
brought -about by an increase of |

Reserve Bank, the new Blue Book
contains a complete list of ‘all the
officers of all government bank-
ing - agencies, information about -
money, air mail and air express,
banking holidays, all bankers’ as-
sociations, state bank officials and -
examiners, national bank exam-
iners, and a complete list ‘of bank -
transit numbers and check rout-
ing symbols with an explanation
of -each. system, a list of clearing
houses with officers, a five year
list. of discontinued bank - titles, -
directors of every bank, informa-. .
tion -about all Canadian, Mexican
and South American banks and °
banks in all other countries, a
tabulation of banking laws of all
states, and .a 1ist of accessible
banking points to non-bank towns,
besides many other features.

With J. Arthur Warner

J. Arthur Warner & Co., Inc,
120 Broadway, New York City,
announce that Walter W, Hongler

has joined the firm’s sales depart-
ment, ‘
With A. Ahmadjian
(Special to Tue FINANCIAL CHRONICLE)
WHITINSVILLE, MASS. — Mi-
chael P, Johnson has joined the
staff of A. Ahmadjian & C(}.,
70 Church Street.
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- Public Utility Securities
' — By OWEN ELY :
California Electric Power

.California Electric Power is one of the smaller Western qti}itie_s,
with revenues around:the $11 million level.' It supplies electricity in
‘extensive areas of California as well:as small sections - of Nevada.
‘Communities served are relatively small ‘with the exception of San
‘Bernardino and Riverside (served at .wholesale). Elecmc‘sales ac-
1counted for 82% of revenues, telephone and telegraph services 8.8%),
‘and ice and cold storage operations 9.8%. . ;

Of the electric revenues, residential and rural approximate 46 %,
«commercial 24% and.industrial 27%. The company obtains much of
.its electrical requirements from its own hydro plants (about 70%:last
-year) but also vuys from the Boulder Dam and is interconnected with
‘other utilities. Average residential usage last year was 1728 kwh
and the average rate was 3.23¢.

Consolidated net income for 12 months ended June 30, 1949, was|

$1,618,924 against $1,407,622 in the preceding 12 months, an increase
’of 15%. Common share earnings were 77 cents for the latest period
on average stock outstanding during the period, against 71 cents on
‘the 1,346,889 shares outstanding a year ago. Factors contributing to
ihe improvea é..wing ‘were: (1) The $506,000 annual electric rate
increase granted by the California Public Utilities Commission, effec-
“tive Aug.'1, 1948, (2).Gains of 24% and 37% in residential and com-
‘mercial revenues, respectively - (due:in-part to the rate increase).
i(3) Despite lessening importance of industrial sales in “the ‘overall
ipicture, this branch of business was still ahead by 6%. (4) Better
‘water conditions at the company’s:own.hydro'dams. and -at- Boulder
Dam, from -which the company: this:-year'obtained a large supply of
Jow-priced secondary power.‘(5) Reduction'in purchased power costs
.. *resulting from cutbacks in fuel oil prices to suppliers—Southern Cali-
‘fornia Edison.Co.. and:the City of Los:Angeles. . ° , :
. - The- company’s  growth . this: year is-indicated by the fact that
‘May-revennes: were up .15% and: June 26%, ‘compared withabout
99 for- the rentire: electric’ utility” industry: Based: on this’ rate of
- sgrewthlit;is estimated ‘that share earnings:projected’for: the calendar
- wear;might approximate;90¢:as$ compared with the 60¢dividend: rate.
‘Phe company has outstanding-two preferred. stocks. ($50 par)-and.two

“ponvertibleé junior-preference. stocks:($20 ‘par).‘ Full“conversions: of

‘iboth preference stocks into’ common would reduce the estimated 90¢

- ‘share -earnings for 1949 to. 78¢. This adjusted figure would be slightly
.above the share earnings:reported. for the June: 12 months,” A small
amount of the preference shares have already been converted; at the
‘end-of Atgust the company had outstanding 94,540 shares of prefer-
.ence stocks, 74,950 of 5.5% convertible preference and 1,362,024 com-
mon shares. ;

‘Wage rates should stay constant during the next year as a result
of the recent agreement signed with the electric workers to carry
present wage rates until Dec. 1, 1950, and due to a similar extension
of prevailing contract agreements worked out with the ice depart-
ment workers some months ago.

The company early this year took care of its 1949 construction
needs in advance through sale of bonds and preference stock so that
additional financing will not be required until well into next year
(about one-third of 1950 needs have probably been taken care of).

The threat of municipal competition in the area now seems to
have been eliminated through the unanimous recommendation of the
special committee appointed by the City Council of Corona that the
community retrrin trom wvurchasing the local electric distributing
‘facilities of the System, The reason assigned was that rates now are
'so low that the income from the facilities would be insufficient to
‘carry the purchase cost, The properties in question :account for only
3% of System revenues, but undue weight had been given the threat
'in some financial guarters prior to the recent favorable action: of the

«city’s special committee, ;

California Electric Power is currently selling on the Curb Ex-
‘change at.8 (1ange for year 815-6%) to yield 7% %. The 5.60% ($1.12)
convertible' preference stock is selling over-counter around 22 to
yield 5.1%; it is convertible into 234 common shares, hence it is at a
conversion parity with the common. The 5% % preference, which
-sells about 2 points lower, is convertible into 21, shares, Conversion
privileges have about nine years to run.

Forum Secs Favorable
Economic Cutlook

SAN FRANCISCO, CALIF, —
‘A ‘favorable economic outlook
with promise for investors pro-
‘vided no unforeseen developments

" ‘peeur, was pictured Oect. 14 as
-the.San Francisco Stock Exchange
‘cloged its forum series on Invest-
‘ments on a note of optimism.

David Rowland of Merrill
Lynch, Pierce, Fenner & *Beane,
©opened the lecture with an.out-
'line“of suggestions for planning
‘an investment program. Empha-
sizing -the importance of indi-
vidual needs and goals in the
‘successful . planning. of such a
:program, Mr. Rowland carried
-his discussion into familiar terms
‘through comparison . with the
:planning of a vacation trip.

The general economic climate
in relation to securities markets
and. various types of industries
‘was ccnsidered by Philip J, Fitz-
gerald of Dean Witter & Co. After
examining the current economic
‘situation as related to the ques-
tion of investments, Mr. Fitz-
‘gerald concluded that in terms of

the present inflated price struc-

ture, a majority of stocks are sell-
ing today at bargain prices.
Questions from the audience
closed the program. This meeting
marked the successful completion
of the Forum of four lectures on
“Thg Theory and Practice of In-
vesting Money in. Stocks and
Bonds,” sponsored. by the San
Francisco Stock Exchange in con-
junction with the Adult, Educa-
tional Program of the San Fran-
cisco Public School : System. The
first such ‘series . ever offered in
the history of the San Francisco
Public School System, the forum
has enjoyed widespread popularity
from its initial meeting on Sept. 23.
—

-'Joins Chas. Day Staff
(8pecial to THE FINANCIAL CHRONICLE)
~BOSTON, MASS.—Andrew W.
Pollock, Jr. has been added to the
| staff of Chas.-A. Day & Co.. Inc,,
Washington at Court Street, mem-
bers of the Boston ‘Stock Ex-

change. £

With F. L. Putnam bo.

(Special to THE FINANCIAL CHRONICLE)
BOSTON, MASS.—Leonard F.
Doherty is now connected with
F.L. Putnam & Co., Inc., 77 Frank-
lin Street, members of the Boston
Stock Exchange. . &

louisfed.org. ! o
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Port Authority Asks Bids on $30,000,000
Chairman. Howard S. Cullman ‘announced Oct. 24 that The Port
of New.York -Authority will open sgealed bids in the auditorium at
its offices, 111 Eighth Avenue, New York, at 11 o’clock on Nov. 2, in
the public- sale -of $30,000,000 Air Terminal, Second Series (First

Bonds

asked to mame a coupon rate not
to ‘exceed 3% %, and the bonds
will’ be awarded on the basis of
the lowest “interest cost to the

. Howard S. Cullman ~ Austin J. Tobin

Port - Authority 'not . exceeding
3% %, Mr. Cullman stated. The
Port Authority, will. accept a, dis~
count up ‘to. 5% ‘of ‘the par, value
of the bonds and the ‘coupon.may
be in.multiples of ane-eighth or
one-tenth ‘of 1%, ‘thé .Chairman

Installment) Bonds. Bidders are®

added. Bids must be for all or
none. ;

Bid forms may be obtained from
the office of Austin J. Tobin, Ex-
ecutive Director of the Port Au-
thority, 111 Eighth Avenue, New
York, beginning Thursday, Oct.
27. It is expected that the official

‘| statement describing- the ‘bonds

will be ready at that time.
The bonds, dated Oct. 1, 1949

beginning .in the tenth. year; at
101% beginning in -the fifteenth
year; and at par beginning in the
twentieth year. Sinking funds will
be established commencing in the
tenth year to retire the entire is-
sue by maturity. © "
Proceeds of the sale will be
used to ‘refund $10,000,000 ot
temporary . airport notes and for
capital . improvements during:the

next. year at -Newark- Airport;
Teterboro Airport and La Guardia
and New York International Air-

ports. - ;

says new -cash borrowing in the
open market may be delayed until
late in this fiscal year.

“Under these circumstances, the
inclination of Treasury-Reserve
authorities is to follow a ‘do-
nothing’ policy for the time being.
They believe this is no time to be
pushing for action in either di-
rection—to be trying to discourage
business expansion by tightening
money rates or to encourage it by
easing them beyond present
levels.”

Miss Porter then listed these
specific possibilities and proba-
bilities in the market and fiscal
policy outlook:

“(1) Assuming business remains
satisfactory through the year-end
it would be logical for the Treas-
ury to maintain ' the 1%% rate
through the next certificate re-
funding of $5,659 million 1%s ip
January., This would be in ac-
cordance with the wishes of the
banking community, which natur-
ally would prefer that rates not
ease further, and this Administra-
tion see nothing wrong in pleasing
the bankers now and then. The
Federal Reserve Board and
Treasury are working closely to-
gether today—more closely thar
at any time in modern financijal
history—and both see the advan-
tages at this stage in a generally
stable money and bond market.

“(2) The bill rate, though, is to
be allowed more play, more
flexibility than in many years
Within sensible limits, it is to be:
permitted to move as the market
decides and the Reserve Opern
Market Committee is not acting to
prevent - week-to-week fluctua-
tions. In accordance with -the
Reserve Board’s stated desire for
‘greater flexibility ‘- and a freer
expression of market forces,’ the
Open Market Committee expects
and approves these bill rate fluc-
tuations now. e

“(3) Against the present busi-
ness background, the Reserve
Board hesitates to act on reducing
the rediscount rate from its pres-
ent level of 114 % or responding to
some dealer pressure for the re-
establishment of a preferential
discount rate. “Were the fall busi-
ness recovery not: so strong- or
were it to falter because of un-
expectedly adverse developments;
the rediscount rate well might be
reduced to 1% %, thus bringing it
in line with the present 1% % rate.

But while business remains in this

B gt

Opportunities for Bank Profils in
- Federal Refunding

(Continued from page 9)

state, the board  is reluctant to
take action that  might be mis-
interpreted as a sign that it again
is worrying about economic
trends. It is aware of the banking
system’s opposition to the reduc-
tion because of its possible de-
pressing influence on some other
rates. It fears it might be criti-
cized for acting when no action
appears necessary. The same
reasoning explains the Treasury’s
inclination to hold off on further
changes in the basic one-year
rate until business conditions dic-
tate a move.

“(4) Because of the impressive
improvement in the cash position
of the Treasury—which has been
pleasantly surprising even high-
est Washington officials—there is
little probability of an open mar-
ket cash financing, outside of bills
and tax savings notes, until the
final quarter of the fiscal year.
That would mean the spring of
1950. In the event of a large-

scale cash financing then, notes

might be employed.

“(5) Should business turn soft|:
again and thus, economic trends|?
justify further action, the one-|i
year rate well might be permitted

to reach 1% and a pattern of note

refundings might be geared 1tol
that rate, But'there is strong re- |
sistance among today’s officials to|:
a lower rate than 1% on one-year |

money, There is the feeling that
while  banks might be properly
asked to accept such slim returns
as %% on certificates during: a

period of emergency war financ-|

ing, they should not be asked to
accept 'similarily ‘meagre. returns
during a period of peace, even
though this “is a ‘most uneasy
peace. There is the belief that
banks may properly ask for bet-
ter rates than' these, in view of
their higher overhead costs and
their need for covering these over-
head costs without resorting to un-
due speculation in investments or
loans. There is the recognition in
the tremendous impact changes in
Treasury rates have on all other
lending rates and markets. ' There
is ‘the = feeling that authorities
should move with great caution
in changing rates at this time so
that in the event of a sharp swing
upward again, there would be no
danger of too drastic adjustments
on the other side, These are per-
suasive reasons, L 3

“(6) It .is imperative -that- all

investors realize that on June 29,!

when the Federal Reserve Board -
announced its shift in open mar-
ket policy 'to-a . definite .. anti-
deflationary basis, it also escaped
from the straitjacket of the long-
term page. - With the knowledge
and tacit approval of the Treasury,
it took advantage of a strong mar-
ket to escape from previous. com-
mitments to’ hold specific 'prices
and now and in the future, it may
adopt whatever new policies’it
deems in the general interest.
However, the overwhelming opin-
ion among today’s officials is that
while. the exact pegs selected 'in
1948 might be subject to some
criticism, the support policy itself
was absolutely vindicated by sub~
sequent events and the program
stands as one of the wisest in Re-
serve history. . And should there
be ‘a. sharp turnaround and-a-
renewal of heavy liquidation, it’is
logical to'expect that support-of
the bond market again would ‘be
adopted as a basic Reserve-Treads~
ury- policy. ‘There is significantly
little favor for above-par . sup-
ports; for rigid pegs up and down
the list; for, in short, creation -of
another straitjacket. - But there-is

 significantly_great favor for sup~

port ‘and management when
conditions again revive the prob-
lem. - The-investor who"designs
his portfolio accordingly—writing
down ~his ‘long-term - bonds -and
protecting~ himself-to~the extent -
necessary -ir: shortest=terms=-will "
beé ‘able: to  ride- through any/ad=:"
verse period.: - © ¢ Aef

Miss “Porter ‘concluded her. ad- -

‘| dress with a brief discussion- jof -’

major premises upon which. gen-
éral bank portfolio policy should
be based. “There are and will
continue to be opportunities avail-
able in the government market
for safe, profitable investments,”
she said, suggesting that only
“when corporate bonds offer suffi—
ciently high yields and high safety
to justify large-scale shifts from
governments should such shifts
be made. All bankers should be
{lexible in thought and maintain
flexible portfolios in times such
as these,” she remarked, “but
there is significantly little flexi-
bility in the fundamental rules for
sound investing.”

Southeast’n IBA Group
Nominales Jos. Sener

BALTIMORE, MD.—The South-
eastern Group of the Investment
Bankers Association has elected
Joseph W. Sener, John C. Legg &

: .~ Co.,Baltimore,
for Chairman
to succeed
James A.
Lemon, Johns—
ton, Lemon &
Co., Washing-
ton. Named ag
Vice - Chair=-
men were: W.
Peton May,
Investment
Corporation.of
Norfolk, and
W. Carroll

: Mead,: Mead,

- Miller & Co.,

Joseph W. Sener Baltimore.

~ JohnC.Hagam,

Jr., Mason-Hagan, Inc.; Richmond,

Va.,” was chosen for: Secretary~
Treasurer. .

Members of the Executive Com-
mittee, in addition to the officers,
are: Wilfred L. Goodwyn, Jr,
Goodwyn & Olds, . Washingtom,
D. C.; J. Murray Atkins, R. S.
Dickson & Co., Charlotte, N. C5
Richard P. Dunn, Auchincloss,
Parker & Redpath, Washington;
and Edward P. Dunn, Robert Gar-
rett & Sons, Baltimore.

Members of the Nominating
Committee presenting the slate

were: Richard P. Dunn, Auchin=
closs, Parker & Redpath, Wash-
ington; George D. List, Robert
Garrett & Sons, Baltimore; and
Edwin B, Horner, Scott, Horner &

Mason, Inc., Lynchburg, Va. -
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 Says Gold as Standard Money Cannot Have Price

Edward ‘Henry Neary says proposition to raise price of gold is

‘merely- to increase ‘discount on our’ paper money. '
Editor, Commercial and Financial Chronicle;

Sir Stafford Cripps:is a man of -high moral standar&s; yet he
several times publicly denied that the government would devalue the
pound; “diplomatic denials” they are called, - 3

Our: Secretary

of the Treasury likewise has publicly denied that

the “price of gola”
. Are they diplomatic denials? They
..almost. infallibly. will - be :unless
the Congress.stops. overspending;
. and there isn’t much “chance ' of
" that, IRy
Next, 'what 'does “raising the
 price of ‘gold” mean? .
The standard unit of value is
the -dollar "consisting of 155/21
..grains of gold 0.9 fine .(31 U.-S.
Code,. section . 314; Proclamation
Jan. :31,:1934),' The standard ' of
' value is therefore gold and cannot
- have a price.: That is-so nearly
.-axiomatic: that ‘it s difficult to

explain. . (Cf.. The. Bullion Re-

port; Marx, Capital, Chs, I, II,
.JIL,: labors- with it .at_length.) A
. standard is that with which things
. .other than’the standard itself are

> compared. . To ‘compare . requires
- two.or more subjects, of -compari-
._son, . The  verb . “to. compare”. . is

. from the Latin “comparare”, i.e.,

-y

~"¢ quantity of gold.. :

“con”, . with, ..and . “par”, equal;
v:ihe: {‘are” is, inflectional .and .indi-
i act, i.e.; 'to .ob-
‘meore:objects.and to

] similarities "and.: dif-~
ferences. The: price is gold, ie.,
:“the dollar; which is only a specific

Assume that the proposition. is
false; then  (1st), The - price of
15 5/21 grains of gold 0.9 fine is a
dollar; ' (2d) The dollar is 155/21
grains of ‘gold 0.9 fine." (3d) Sub-
stituting: ' The price of 155/21
grains of gold 0.9 fine is 155/21
grains of gold 0.9 fine. A truism
or identity which conveys no
meaning,

The importance of knowing that
gold cannot have a price is that
in 1933 and January, “1934, the
people were told ‘that the Ad-
ministration raised ‘the price of
gold, ie., bank cheques or paper

‘will be raisea.?

money for more than the coinage
value ($20,67) were paid for gold.
Obviously the: more dollars . into
which an ounce is coined, the less
each coin must weigh. Finally on
Jan, 31, 1934, the proclamation
was issued which fixed the weight
at 155/21 grains 0.9 fine, a de-
preciation of 1059/105 grains of
gold 0.9 fine to the dollar., -~ |

To complete the description of
our currency,. etc.: obligations to
pay dollars . within "the' United
States. were ' repudiated. by the
proclamation of March 6, 1933, ap-~
proved by ‘Act .of March ‘9, 1933,
which -prohibited the transfer of
gold.  For example, Federal. Re-
serve’ notes -are $23-billion out of
$27 billion: of money outstanding;
these ‘notes -are not paid‘in gold
but are legal ‘tender. Our paper
money ‘is now -at a discount; this
is proved by the: so-called: pre-
mium on gold at home and abroad
which in fact -is' a :discount on
paper; this; follows-from the fact
that gold has nof.a:price.. -« .~

To give away billions of such
repudiated, depreciated, currency
to foreigners may- seem to some
to be harmless. But the foreigners
use it to obtain our goods, our real
wealth, “It is the goods they want,
in the end,” said Gov. Eccles. '

The proposition to . raise 'the
price of gold is in fact to depre-
ciate further the dollar. The
remedy is for Congress to reduce
spending, to restore gold to cir-
culation and to pay gold when de-
manded in satisfaction of promises
to pay dollars.

EDWARD HENRY NEARY

273 Main Street :
Port Washington, N. Y.
Oct. 22, 1949

One Bond Issue Rather
Than Series Proposed
For Guban Government

Financing of the Cuban Govern-
ment’s new $100,000,000 program
of public works projects should
be done through the flotation in
this country and Cuba of a single
bond issue rather than through a
series of bond offerings, Enrique
Godoy, President of the Banco
Godoy-Sayan of Havana and of
the insurance organization. of Go-
doy-Sayan, declared in a state-
ment released Oct. 19.

Pointing out that the Republic
of Cuba undoubtedly is ‘able to
float ‘an issue of any number of
bonds provided the money derived
from the bonds are to be invested
in projects capable of producing
revenues. sufficient to cover the
debt they represent, Mr. Godoy
also urged, in connection with the
proposed financing:

“The constitution of a first and
preferred mortgage on the income
or revenue derived from the proj-
ects carried out with the loan, and
on the projects themselves;

“The pledge of the full faith and
credit of the Cuban Republic;

“That the construction, admin-
istration, management, operation
and mainténance of the projects
constructed with the = moneys
loaned be handled. by autonomous
organizations, "controlled by the
Fiduciary Assistant Attorney rep-
resenting the bondholders;

“Thaf the principal as well as
the interests of the bonds be pay-
able at Havana or New York in
Cuban or American currency at
par, at the bondholder’s option;. -

“That the rate of interest and
amortization plan be salisfactory

ized for FRASER
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to the investing markets of Cuba,
United States: and Canada;

“That the income derived from
these ‘bonds be tax exempt;

“That discounts or compensa-

tions assigned to the members of

the syndicate formed for the issu-
ing of these bonds be satisfactory;

“That the issue or issues of
bonds representative of the debt
be approved by the Securities and
Exchange Commission, and listed
on the stock exchanges in Havana
and New York.”

Mr. Godoy also stressed “the
imperative necessity of checking
the ' engineering, . technical, ac-
counting and legal aspects by en-
gineers, public accounts, = and
lawyers appointed by the organ-
ization assigned to carry through
the operation, in order to verify
their economic, engineering and
legal status.

“Regarding the manner or the
time for making only one issue of
bonds and of receiving the moneys
derived from their sale, it is my
opinion that the bonds should be
issued at one time for the total
necessary amount for completing
a construction ‘plan of specified
projects, even though the amount
derived from the issue ‘could not
be immediately invested in such
projects. These moneys should be
placed under the custody of the
Fiduciary Assistant Attorney ap-
pointed by the bondholders, who
will draw against these funds to
pay for work done, service ren-
dered, properties acquired, etc.,
solely and only against certificates
signed by the 'persons previously
designated for this purpose.”

The  insurance organization{ of
Godoy-Sayan represents a num-

ber of American, English 'and.

Canadian -companies.

BnhshDevaluahon "
-~ Disillusionmen

By PAUL EINZIG

Commenting on enthusiasm with
Britain, Dr,

Einzig notes change of sentiment arising. from failure of

which devaluation was greeted in

move. to bring . substantial improvement in: economic-situation. Says

.discounts still prevail on various types of sterling exchange, .and

prices of ‘British Government obligations are still falling. Looks
for heavier government ‘expenditures and possible higher taxes.

LONDON, ENG.—The ‘enthusiasm—genuine or otherwise—with

whicq the devaluation of sterling
unofficial quarters

Britain’s eco- -

was greeted in many official and

over here is wearing off rapidly. During the days

that followed  Sept. 18, many people were inclined to believe that

nomic - prob- |
lem has been -
solved with'a . -
stroke of the
pen, or at any
rate things"
were inow
bound to
change for
the better,
This :psycho- / {
logical = effect ..
of “the .“shot.
of . morphia”: i
(as the oper-
ation ' is  de~ Sty
scribed by Dr. Paul Einzig
pessimists) ;

has to-.a large extent subsided,
and the prospects have once more
come' to be viewed ‘with concern;
While it .is generally: admitted
that the .government was right.in
devaluing, the number of those
who expect a sudden substantial
improvement, such as was expe-
rienced after the . suspension  of
the gold standard in 1931, is de-
clining fast,

The announcement that  be-
tween Sept. 18 and Sept. 30 the
gold reserve increased by £20,-
000,000 only caused some disap-
pointment. Before Sept, 18 it was
widely believed that the short po-
sition in sterling was very large,
so that covering purchases after
a devaluation would be very con-
siderable. The large extent of the
cut in the exchange value of ster-
ling © further = stimulated these
hopes. Even though it is possible
that all overdue sterling ' pay-
ments were not made immediate-
ly after devaluation, the chances
are that the bulk of them was
effected at the earliest possible
moment, The result cannot be
said to have been impressive.

What is much more disappoint-
ing is that hopes that the discount
on the quotation of sterling
abroad would disappear as a re-
sult of the devaluation have failed
to materialize. Various types of
sterling the use of ‘which is limi-
ted are quoted at a discount. To
some extent this is inevitable,
After all, if sterling which, though
inconvertible, can be spent and
transferred fairly freely is worth
$2.80, it stands to reason that ster-
ling the expendability of which is
limited should be considered to be
worth less.. What is felt in many
quarters js that the choice of a
surprisingly low rate has failed to
achieve its end. The main reason
why sterling was cut by full 30%
was that the government was
anxious to' do away with the dis-
count on sterling in various un-
official markets abroad. It now
seems that in spite of the heavy
cut the discount is still there and
its .continued existence may pos-
sibly provide opportunities for
operations leading to losses of the
dollar proceeds of Sterling Area
raw material exports. = Although
there is a difference in the degree
to which this factor is likely to
operate "against Britain on the
basis of the present exchange
rate, it is disappointing that the
drastic devaluation seems to have
failed to achieve one of its main
ends. :

The sharp fall in government
loans in October is yet another

cause as well as effect of thé de-

valuation disillusionment. It will

be remembered that after the first
shock -of ‘the ‘suspension of the
gold standard.in 1931 spent its
force, government loans: under-
‘went g substantial rise, so.'much

§ | 50 that towards the middle of 1932

the Treasury was able to convert
the 5% War Loan into-a 3% %

 |issue.. Although it would perhaps

be premature to form a definite
Judgnient;. it seems that history is
not:likely to repeat itself in this

opments ‘may.: be- responsible - for
the: setback.. ‘The anticipation. of
an: early : general election, to-
gether with fears that:the: Labor

the electorate;: would ‘pursue. even
mofe i s
than+it idid during the :past four
years,vimay . be the immediate
cause of the 'fall.” But the ,wide~
spread feeling that all is not well
in respect: of the effects of the
devaluation 'must be partly re-
sponsible for:the adverse funda-
mental trend.

The absence of any evidence of
a determination on the part of the
government’' to resist the trend
towards an increase in wages and
of public expenditure may have a
great deal to do with the atmos-
phere of  pessimism. - Although
Sir Stafford Cripps insists on the
maintenance of the “wages ceil-
ing,” even he is prepared to admit
the claims of the lowest-paid
workmen. ' There is a widespread
pressure in favor of a minimum
wage arrangement and an equally
widespread demand on the part
of higher-paid workmen to parti-
cipate in any wages increases. All
this pressure is likely to increase
as and when the devaluation pro-
duces its full effect on the cost of
living. Even Sir Stafford Cripps
now admits that there will be a
rise in excess of his original fore-
cast of 1%-:  The government,
while condemning any automatic
increase of ‘prices, has shown a
very bad example by raising the
sterling prices of base metals sold
by the Ministry of Supply to the
full extent of the devaluation, in
spite of the fact that'it owns large
pre-devaluation ~stocks and that
much of its supplies are covered
from non-dollar countries, Having
set such -a precedent- for profit-
eering, the government will not
be in a strong moral position tc
resist similar action by private
firms,

It was expected that ‘devalua-
tion would be accompanied by an
economy drive, -following on the
precedent of 1931. While the
government - departments are in
fact pressed by the Prime Min-
ister and the Chancellor ‘of the
Exchequer to reduce their admin-
istrative costs by some ‘5%-—a
mere drop.in the ocean—it has
now been admitted that the cost
of social security services, so far
from being reduced, will be-al-
lowed to rise even further. On
the occasion of his Budget speech
in ‘April, Sir Stafford Cripps de-
clared that no supplementary esti-
mates must be submitted. Now
he accepts the inevitability of an
inc¢rease of the cost of the National
Health Service.

The changes are that the total
of national expenditure, so far
from being reduced,; will actually
increase.  And since Sir Stafford

Cripps ' wants -fo continue: his

respect.. «Internal political devel-.

dical.; Soeialist ;1policies{

| disinflationary - policy, he is ex~’

pected to .take an' early::oppor-

| tunity . for raising ~taxation rev-

enue. Already the tax -om
distributed profits was raised frons
25 to 30%. Higher taxation means
higher cost of production and this

.{will wipe out some of the safety
| margin created ‘through the ex-

cessive devaluation of sterling. -
The fall in prices in the United
States is yet another factor whicls
tends to reduce the gains that are
expected to be derived from de-
valuation. It is no wonder that
many - devalution enthusiasts are
disillusioned.. There is a- com=
plete -absence of that stimulating
atmosphere which in 1931-32 weng
such a long way towards ensuring
a maximum result for the depre-—
ciation of sterling. . Possibly  the.
evidence of an increase of exports
to the Dollar -Area might revive
the optimism. But the increase
will ‘bave to be very substantiak
in order that it should produce
that effect. iy

Gilbert Currie Heads
Betroit Bond Club

" DETROIT, - MICH. — Gilbert : Su.
Currie, general ‘partner of Crouse °
& Co,, has been elected Presiden® -

Party,. if ‘confirmed cin’ ¢ffice by |

Gilbert S. Currie ~ Reginald MacArtliur

of the Bond Club of Detroit- i€
was announced. Mr. Currie has
been identified - with the Bond
Club for many years and is a
prominent figure in the field oft
investment banking. \
Other officers elected are: Regi=
nald MacArthur of Miller, Keno-
wer & Co., -Vice-President, and
Victor P. Dooghe:of :Blyth & Co.
Secretary- and , Treasuref. Diree=
tors are the officers and Joseph F.-
Gatz of McDonald-Moore & Co.,
retiring President; Merie J. Bow-
yer of Braun, Bosworth & Co.;
Ernest B. Kelly, Jr., of Halsey,

o
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et

Stuart & Co,, and Frank P, Meyee . /

of First of Michigan Corp.

Wadden, Cooney With
Kidder, Peabody Co.

“'CHICAGO, ILL.—Kidder, Pea~
body & Co., 135 South'La Salle:
Street, announced that' William M.
Wadden Jr., former president and
treasurer of Wadden, Williams &
Co., Inc., has become manager of
the stock department and Walter
E. Cooney, associated- with thes
Wadden, Williams company untik
its dissolution Oct.. 17, now is a

member of the trading department

in their Chicago office.

Mr. Wadden has been a La Salle -

Street figure in his own and other
firms since 1933. He attended the
University of Virginia and is @

‘member of the Knollwood Coun=

try Club.

Mr, Cooney was ‘with Fred Wa

Fairman & Co. before the war and
joined Wadden, Williams & Co.
after army service-from 1942, te
1945. :

With Hill Richards -

(Special to THE FINANCIAL. CHRONICLE)"

LOS ANGELES, CALIF, —
James C.. Johnson is now witl
Hill, Richards & Co., 621 South
Spring Street, members of the Los-

Angeles Stock Exchange. He was
previously with William Walters
Securities Company. -t
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Getling and Keeping Your Customer’s Attention

(Continued from page 4)
;cype of security? Why do they do
t?

Now, as salesmen, you must
know the answer to tnat question.
You have got to know why peo-
ple buy securities, why that ac-
tion takes place. 1f you do know,
then you will have the key in
knowing what to do in oraer to
make a purchase occur. If you do
not know, you will find yourself
to be a little bit lost in' knowing
how to put over a good sales can-
vass.

Making a purchase is.a human
activity. It is a piece of human
action, and if you are going to un-
derstand why a person buys some-
thing maybe we saould look, for a
minute, at the subject of why peo-
ple do anything. What is t..e mo-
tivation behind any human activ-
ity? What are we doing in’ this
room, here? Why did we get up in
the morning and go to. work? And
why did we spend our money the
way we did?

What is it that takes place to
motivate these activities? If we
can understand-a little bhit about
why any action is taken by peo-
ple, then we will have some kind
of a'basis to know why people
may buy stocks and bonds.

There are various basic reasons
set forth by psychologists retative
to the motivation of human activ-
ity, Just which of the psycholo-
gists is more correct, I don’t have
the slightest idea, but some of
the reasons are these:

Hunger. Some psychologists be-
lieve that all human activity is
motivated purely by hunger. Yet,
if I lift up this ash tray and put
it down again, you would have a
pretty difficult time explaining
how hunger was the cause of my
action.

Other people say that.all human
activity is motivated by sex
drives, It was Freud ‘who first
put forth that theory. Later, he
changed his opinions and called
it “‘eros,” a combination of other
things,

Jung says it is the “libido”

which drives people to action.
Others say it is “self-preserva-
tion,” and still ‘other psychologists
say no, it’s just the reaction pat-
terns from various stimuli that
are presented to people. Then,
again, it is held that there is a
“pleasure-pain”: principle in life
which motivates us, that you move
away from pain and toward pleas-
ure,. :
Those are different theories set
forth. We do not have to decide
which one is more right. Maybe
a combination” of them "is" right.
But we do know that there is some
motivating force behind every ac-
tion, that our activity is not point-
less, that there is always a reason
for our doing things,

And there is a particular reason
why that individual left 72nd
Street and came down to Wall
Street to buy some bonds. What
we are trying to explore, for a
minute, is the reason ‘why that
activity takes place, There is a
cycle of human action that we

should look into for just a mo-

ment.

Let’s consider that we become
hungry, and sense that hunger,
and that fefling of hunger sets up
a drive wi
get something to eat. When we
have finished eating we feel better
again.

« This represents a very common
‘'occurrence in life, which has four

arts. First was the stimulus of
unger itself, that was felt by;

_contractions in the stomach, and
maybg by the release .of some
chemical juices, which set up a

tension inside of us, a tension of:

hunger.
As the hunger increases the ten-

sion becomes greater and greater.|

The greater -the tension, the
greater the drive urging us to go
out and get something to eat.
The drive sets up what is called
| ‘

if

gitized for FRASER

isfed
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an “adjustive behavior  action.”
We have all learned that when we
become hungry the thing to do is
to eat. The mechanism of taking
that ‘action reduces the tension.

So, you start out with a stimu-
lus that sets up a tension which,
in turn, drives us to take some
kind of action that will reduce the
tension and bring wus back into
comfort,

Now, the first time we had a
lecture here, the room was very
warm, ‘We did not have the win-
dows open but during the recess
we opened the windows and ad-
justed ourselves to the tempera-
ture of this room.

It. should be remembered that
the greater the stimulus is, the
greater the response to it will be,
and, relating all of this to our
selling, we find that human ac-
tivity takes place primarily to
satisfy our wants. When we be-
come hungry we feel the need for
food. The tension makes us aware
of a need for something,’ We have
a very human want.

Most of human activity is based
upon the satisfaction of our wants
and the more sensitive we are to
any particular want, the greater
is our ‘response to that want.

If I were to stick a pin in our
friend, sitting here, and gave him
a ‘good jab with it, he certainly
would do something to get that
pin out of his arm. He would take
some action. Now, if I just put
the pin into his arm very gradu-
ally, he would probably just take
the ,somewhat milder action of
simply moving away a little bit.
But if I were to give the pin a
forceful jab, I would certainly get
a greater response from him.

The degree of the irritation, or
of the tension, determines the de-
gree of response to:that tension.
So, when you are out selling any-
thing what you do, technically-
speaking, is to “irritate” your
prospect, by making him intensely
aware -of a lack of something in
his life, or in his conditions,

Salesman, an External Stimulus

You act as an external stimu-
lus, which sets up a mental ten-
sion inside that prospect, mak-
ing him feel vitally aware of a
need for something. Then, through
your  selling you develop that
need which is felt into a want.

Isn’t that what you do? You
go out and you talk about stocks
and. bonds and, eventually, the
person gets to the point where he
feels, yes, he wants some, he will
buy some. Until you get him to
feel that need and want, you do
not make the sale. The function
of every salesman is to bring the
satisfaction of a want to his cus-
tomer.

How intense is the want for
what you have to sell? In reading
the financial journals, at this
point, it appears that your indus-
iry feels there should be a greater
desire on the part of the public
for putting their money into in-
vestment securities. So we might
say that, on the whole, the want
on the part of the American pub-
lic for securities is not as great,
or as intense, as it should be, or
as it might be.

This indicates that perhaps a
more intense selling job should

be done to stimulate that want.
Now, .if ‘you are going. to know]

how to appeal to your customers

in a technically correct way to|

make them aware of their need
for- what you have to sell, you
have to know. something -about
what buying motives t{o appeal to.

We are talking -about motiva-
tion of human activity. You are
interested in motivating people
in a particular line of activity,

| namely, in making purchase of

your investment securities, .and
we are discussing now the ways
and means of how to motivate
people to do just that.

In buying and selling, the mo-
tivation forces are called buying

motives. A buying motive is any
idea, need, feeling or condition

that impels a person to make a

purchase.
In order to sell your securities
intelligenily, you have got to

know exactly what buying mo-|:

tives impel “your customers to
commit themselves to make pur-
chases of investments. If - you
know exactly what makes a per-
son do something then you know
what to do in order to make them
do that. You know how to start
your automobile and get it mov-
ing down the road,; because you
know how to move that automo-
bile, and if you know exactly
what makes people buy invest-
ments, then you will know better
how to make sales.

We are dealing with the fulfill-
ment of want ‘theory, as far as
selling is concerned—that people
buy things to fulfill the wants
they have. What you do is stimu-
late a feeling of want on the part
of a prospective buyer, Then you
motivate that want into buying
action, but in order to do that,
you must make them want it bad
enough to figure, “Yes, I'll spend
that amount of money to satis-
fy my want.”

Human wants are not the same
with, any two people on the face
of the earth. They vary a great
deal, One person might want to
take his extra 'capital and buy
a Summer home with it. Another
person will take his extra money
and invest it in a ranch, out
West, that will return him a
pretty good income, throughout the
year. Still another person. will
take his extra money and send
iwo or three young people
through college with i, because
that is what he wants to do with
his money. Other people might
quite easily be influenced to place
their extra capital in investments.
But everybody doesn’t have the
same wants,

Normal Rating of Human Wants

There is a rating of human
wants; the intensity of wants, and
the urgency of wants vary greatly
and ‘I have set up what I call a
normal rating of human wants,
which is divided into four classi-
fications of wants, and I will dis-
cuss these -classifications ‘just
briefly in order for you to decide
at what level of human want your
investments will be sold. The first
classification concerns basic ne-
cessities; food and liquid, shelter,
comfort, sex, health, cleanliness
and transportation.

The first five are pretty much
accepted by everyone as being
very vitally necessary to every-
body in life. Certainly, if you
don’t have food and liquid, you
don’t keep on living or working or
anything. If you don’t have shel-
ter you might be exposed to the
elements so that you will lose
your life. If you don’t have a cer-
tain - minimum .of comfort, you
can’t live and work, and if we
didn’t have sex we wouldn’t con-
tinue the human race. It would
die out. If we lacked health we
would not be able to get around
to perpetuate our individual ex-
istence by earning a living,..one
way or the other, and the  last

two, cleanliness. and transporta-|

tion, I add, because I feel that in

civilization if you don’t keep clean |

and if. you are not able to get to
your job, then you don’t maintain
your place in the civilized world.

Are investments basic necessix

ties? Are you selling basic neces-
sities?

The second classification is a
higher quality and an extra quan-
tity of the basic necessities. If you

were making a very,-very poor

living at the present- time, just
enough to get by on, you would
buy food and liquid. You would
get a room somewhere, to shelter

yourself, and provide some com-.

fort, and if you got sick you
wpu]d spend some of your money

| money, if you received a raise,

-of.items before they are worn out.

.money now, and you feel that you
cail spend some of it on these

‘you.

to get well again. That small
amount of income would ‘be spent
on just keeping yourself alive.
Now, if you 'made a little more

the next thing you would spend
your meney on is probably -a
better room, better food, better
shelter, a little more comfort for
yourself.

These are ‘two categories, the
basic necessities, and the second
one is when you earn a little
more and you can have a few
more basic necessities. Would you
say that you gentlemen are sell-
ing investments and securities on
that second level?

Now, the third classification is
certain other products or services
which add to comfort, progress,
happiness and entertainment. - If
you received still another raise, if
you had a little money left over,
now, above these very basic neces-
sities we have been talking about,
then normally you would spend
your money—and you might get a
radio, you would buy a bottle of
good .liquor once in a while, you
would buy some good cigars, you
would entertain yourself a little
bit more.

Maybe you would also buy
better clothes, or you would buy
an automobile. Some of the com-

mitments, there, are for social ap-
proval, approval of the people that
you associate with, and if you
were married you might buy cer~|
tain products which would be
called time-saving products and
instead of “doing .all the labor|
yourself, manually, you  would
better yourself, as far as the ser-
vices were concerned. :

Also, you might spend a little
money on education, to  better
yourself, and that 'is the third
category. Would you say that your
‘investments and securities were
sold at that level, at the third
level? .

The fourth classification. is
luxury items, jewelry, fur coats,
summer hames and replacement

You got still another raise :and
you, are making quite a bit of

luxury items. Would you say that
investments and securities were
sold at the fourth level? At which
level ‘are ‘investments sold?

Time Urgency Factor in Buying
4 and Selling

I want. to acquaint you with
something that is most important
in any salesman’s work, and that
is=directly related to the subject
we are discussing. This new
thought is the time urgency fac-
tor in selling and in buying. In
classification number one, in this
rating of human wants, when you
have very little money to spend
there is quite an urgency in the
spending. You  have got just
enough money to go out and get
something to eat when you get
hungry, and you don’t have very
much money to spend on eating.
You are going to buy 40 and 50-
cent meals somewhere, and when
you get there you are probably
quite hungry. There isn’t much
choice, or selection. as far as your
buying is concerned. You just get
in there and.you get the .blue
plate special quick. You are hun-
gry and “you want to eat “right
now.” :
.. There - certainly - is not much
selling done in that situation. The
man:behind the counter doesn’t
‘go to very much trouble in selling

When you are going out and
you are just getting a coat to keep
you warm, you have to get it
quick and you have just so much
money, very little money to spend
on this coat, and there again
there is not much selection, as far
as you are concerned, and not a
great deal of selling is done in
that case either.

_-As_you earn more money and
come. up into the second classifi-
cation where you are able to buy
a few more necessities and better

ones, then your purchasing dis-

crimination becomes a little more
selective. You are mot quite in
such a hurry. You have been eat-
ing fairly regularly. :

As you earn more money an
go into the third classification
where you are buying other prod-
ucts, then your purchasing selec-
tion becomes a little bit fussy,
we’ll say. And when you get into
that level of buying, then the
man who is selling you the prod-
uct has got to be a little bit mare
careful in how he sells you.

As wants become farther re-
moved from basic necessities, the
want becomes a mental anticipa-
tion of a desirable satisfaction.

‘When you are very hungry, you
don’t. care so much, you simply
went in and made your purchase.
But the person who is stocking up
on a cellar full of wine, he is
buying liquid, but his selection
is going to be done quite metic-
ulously. He is not buying for an
immediate and urgent want, he
is buying from a want that is
anticipated. He is anticipating: a
satisfaction that is going to take
place later on,.from drinking this
wine.

So, there is an indirect propor-
tion between the urgency of the
want and the intelligence and in-
tensity of the sales job that'is
done. The farther away you get
from basic human wants; ’!:he
tougher it is to sell something
because the fellow doesn’t need
it right away. You can’t simply
say, “Now, listen, there it is.
Take it or leave it.”! He’s got ‘to
take it. He needs it. He has no
chance to say, “No, you listen.
Give me what I want.” He can’t
say that.
dollar. 3 ;

But when he steps out of his
limousine and has $5,000 in his
pocket, the salesman certainly has
to treat him differently.

As your wants get away from
very vital and urgent needs, your
buying - selection - becomes much
more selective, and the sales job-.
has to be handled with much
greater care.

The Category of InVestmenti
Selling
Let’s go back to our four cate-
gories at this point. In what cate-
gory does: the investment selling

fall? -Basic necessities, more. of
|them, products and services that

add to our. pleasure and enter-
tainment and progress, or luxury
items? The farther down the scale
you come away {rom the urgent
wants, the harder it is to sell, be-
cause the person in the last cate-
gory entertains that want only-in
his imagination. It is once-re-
moved from an immediate want.
He is not going to use it right now.
He is not going to put that goat
on, because it isn’t cold out rx.gt‘xt
now, but he is buying to antici-
pate something, and the satisfac-
tion of the want he has is purely
in his imagination. L
Therefore,. if. it is just within

Lak iy

[3

{

T4

He only has half:a .

his imagination, the person who |

does a smart selling job must re-
alize that what he is doing 1s
building up, purely as a mental

condition, the cusfomer’s desire '

for something, and his need .and
want for something, and the sales-
man who sells that kind of a prod-
uct or service has got to be a

smart man, because he is dealing |

in something more intangible, the
projection of the human mind.,
That is what you do when you
sell investments and  securities.
You project a customer’s imagina-
tion of his want into the future.
Let’s see if we can determine
where investments and securities
fit, as far as this rating of human
want is concerned. ;

Investments. certainly are in

.special -category of an item for
sale.. They differ from product

and - service, and also insurance.
Ordinarily, a low-income person
who has money only for basic
necessities, hasn’t-any money left
over to buy securities with—there-
fore, we might conclude thatas
far as a very low income persoen,
who derives that income from his

.




Vqlume 170  Number 4850

THE COMMERCIAL & FINANCIAL CHRONICLE

|

Ny

1 (1673) .25

lown work, is concerned, maybe

i hg is hot in the'market for'securi=
ties. The person ‘who is making a| .

little more money for these extra
quantity and better quality neces-
sities, and is earning that money,
again, from his own work—we are
in the second classification here—
that person also is a fairly. poor
market for securities. As soon as
any surplus over the basic neces-
sities exists, I would say ‘that a
market also exists for investments
and securities, and that you com-
pete with all the other producers
-for the consumer dollar that is
not by necessity spent for bare
essentials.

So, primarily, investments fit
into classification three, and also
the person who fits into classifi-
cation four is a prospect for what
you sell.

Because investments differ from
every other thing on the market,
you have to consider their sale
strictly from their relationship to
the individual buyer.

There are many people who get.

their basic necessities in life from
being in a position where they are
derived from investments. They
do not earn them by their own
work, and therefore, as far as
those people are concerned, in-
vestments and securities provide
their basic necessities, so that to
a very large market in this coun-
try your investments and securi-
ties apply also in classifications
one and two, because unless those
people did receive income from
their investments, they would not
even eat, pay the rent, buy clothes,
and so forth, so that every indi-
vidual person you contact, your
solicitation_to them, as far as se-
lection of buying motives in rela-
tion to urgency of need, those
buying motives have to be indi-
vidually selected and applied.

Investment As Means of
Livelihood

I fec] that investments and se-
curities are a means of livelihood
for a great many people. They
could be, for a great many more.
There are some people in 'this
country ‘who,  as. far as their
knowledge is concerned, think
they ‘can get money only from
their daily work. They do not
know that what they save from
their daily work can also be put
to 'work for them.

Any person who has any sav-
ings should be approached and
told that their savings can work
for them. In a capitalistic set-up,
the ideal situation should be that
when man’s own labor diminishes
because of age, then the income
from savings from that labor
should make up for his lessened
work income.

If ‘a man invests his life, his
personal life, in American busi-
ness, is there any reason why he
should not invest his savings in
American business as well? There
is no reason why hé shouldn’t,
and yet there are millions of
people in this country who work
for American business, who have
a prejudice against having their
money work for American busi-
ness, and I.ask you what is the
difference. No difference, but a
lingering prejudice and ignorance
initheir mind.

They may say, “But I don’t
want to risk my money in stocks
and: bonds.” Very well, say,
“Well, you have risked your
whole life in American business,
and it was a pretty. good risk,
wasn’t? Well, there is no more
risk when -you ' invest your
money,” and is there? He may
have gone to work for a com-
pany whose success declined and
then he leaves that company ana
goes to another, and any person
that buys a stock of a company

whose success recedes can -take
the money from there and put
it into another company. What is

the difference, whether you,
yourself, work for American
husiness, or have your earnings

ed for FRASER
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weork ‘for - American “-~business?
There: is' none: - .
A List of Buying Motives
We were discussing buying mo-
tives. I am going to give you a
list of buying motives, There are
two major classifications that we
should consider first. There are
primary buying motives, and se-
lective buying motives. A pri-
mary - buying motive is the rea-
son for making any purchase. It
is a_ motivation for buying an
automobile, any automobile, or a
certain stock, any stock. It is the
creation of the desire to make a
purchase. A selective buying mo-
tive is the reason for choosing a
particular brand of car or stock
in a particular -company.

1f your -customer has already
made up his mind that he is go-
ing to be putting some money into
the investment field, then you
don’t use primary buying mo-
tives. You do not need to do a
creative selling job in that case,
you simply need to do a selective
selling jeb to “have him invest
that money through you and your:
company, and also the ‘selection
of the particular securities he is
going to buy.
_The other major classification
in buying motives is the emotion-
al versus rational buying mo-
tives. A rational buying motive
appeals to the higher center of
your reasoning powers, your logi-
cal thinking. The emotional buy-
ing motive appeals to what is
commonly known as your “heart,”
the lower cortical section of your
brain. You know that most prod-
ucts and services are sold be-
cause of emotional buying habits,
not- rational buying habits. It is
not easy for a man to live, con-
tinually, by very sane and logical
reasoning. There are lapses, very
{frequently, and we live in our
emotions., We know very well
that we should not become quite
angry or upset, and yet we allow
ourselves to become very angry,
and'when that occurs, we are not
controlting ourselves from that
part of the brain that does ra-
tional thinking and rational buy-
ing. o 4

Here is a'list of buying motives,
classified as emotional or rational;
here are the emotional ones:

Prestige, Economic Emulation,

Pride, Approval of *Others, Im-|"

prove Yourself, Protection and
Safety, Labor $Saving, Sacrifice
Appeal, Security.

The rational ones:

Convenience, Savings and Prof-
its, Dependability, Durability,
Ease of Operation.

You gentlemen often  wonder
what to talk about when you go
in to sell. These buying motives
are what you should appeal to.
You can see selling points to ap-
peal to those motives, and those
motives will make sales for you.

People may buy investments
purely from the prestige value.
They like it when their friends
know that they are in the market.
Economic emulation, of course, is
keeping up with the Joneses. Your.
neighbors are all in the market,
and why shouldn’t you be in the
market? There is a group of peo-
ple who take pride in the fact that
they own investments and secur-
ities.

I heard a story a while ago
about one person who says he
owns a part of all American bilsi-
ness because he bought one share
of every stock on the big board.
Pride motive.

Improve Yourself, that is one
emotional buying motive that you
gentlemen appeal to every day.
That would be one of your pri-
mary buying motives. Protection
and Safety, certainly that is most
important in the sale of securities.
Labor Saving, a person can in-
crease his income from his invest-
ments. He-can save in his own
labor as he becomes older. Sacri~
fice Appeal, many people buy
from that motive but refuse to ad-
mit it. And Security is, of course,
one of your most important buy-

ing motives, the security "of ‘well~
diversified investment programs.

Now, 'on the rational side, your
Convenience, there is a motive
that you gentlemen probably ap-
peal to every time you make a
canvass, the convenience of doing
business with your particular
house, and  all the services that
your house offers to the customer.

Savings and Profits, that would
be ‘number one buying motive in
your field. You probably never
make a solicitation “without talk-
ing about that.. Dependability is
one that you -certainly use. You
build up reliance upon yourself
and upon your house, and you try
to impress upon your customers
that the investments that are be-
ing made can be depended upon.

Durability, you surely ‘use that,
too, -how long your investment
house has been in operation, the
prestige of your house, and also
the earnings record of the com-
pany or companies that your
clients invest in.

Ease of Operation, that again
ties in with the ‘convenience mo-
-tive that the person does not have
-to go to much trouble for hand-
ling of investments, through you.

Naturally, some of these mo-
tives<overlap from the emotional
list into the rational list, and back
again: ‘Some.of them could be on
both- lists.

Every time you make a solicita~
tion you have to decide which of
these buying motives would be the
best one to use for that particular
customer, Maybe some ‘of your
customers  just don’t give .a darn
about .any emotional buying mo-
tive. You’ve got some really hard-
boiled buyers. They .are only in-
terested in savings, perhaps, se-
curities, dependability. You have
got to judge your .customer ac-
cording to what moves him to buy.

Buying Motives and Basic
Human Needs

There is a direct relationship
between these buying motives and
basic human needs, that we have
been -talking about, People buy
things to satisfy théir needs -and
their wants, and the motivation to
buy derives from their desire to
satisfy these wants. Therefore, the
motives that you appeal to are
directly related to the very basic
wants of your customers.

We do mnot have time to tie
every motive up with basic wants,
but I*think that it is quite simple
for ‘you-—you've got both lists
there — to see the relationship
between any two of them. Cer-
tainly; a person is. interested in
security as far as his investment
program is concerned, to‘guaran-
tee the continuance of some of
his basic necessities, to keep him
goingvin life. A widow who is
dependant-upon income from in-
vestments would buy, certainly,
for security rather than profits.
Those would be related very
closely to the first level -of basic
necessities.

Your approach to that type of
customer would be -entirely 'dif-
ferent than a very rich person
who was in category number four,
who had a lot of money to spend
on luxuries and his point of view
in going into the investment mar-
ket would be entirely different
from -that of the widow. Then,
your selection of buying motives
would also be different. That
person might be interested  in
quick profits, or that sort of thing,
and therefore your selection of
buying motives for him would be
different than the other type of
buyer.

Summary of the Selicitation

Let’s have a summary, for a
minute, on the solicitation itself.
The first thing you did when
you ‘came in the door was to in-
troduce yourself. There was the
introduction. Then, there was the
setting of the right attitude for
the .sale to take place in, an
there was the beginning of a so-
cial conversation in order to set a
friendly atmosphere and to make
the buyer believe that there was

a friendly, easy-going relationship
between the two of you.

You next made sure ;that you
secured his attention and, when
you had his attention, you started
the opening of your formal can-
vass. Now all those steps make
up the approach part of the sale.,

As soon as you launched into
your formal presentation, you got
into the next step of the sale,
the development step, which oc-
curred when you started to pre-
sent your offer and develop his
interest in your proposal.

During the development step,

.you make him aware of the need

for what you are selling. Remem-
ber that people are not always
.aware of their needs. When you
are not hungry, you don’t think
of eating. When you become hun-
gry, you do ‘think of eating.
People do not go around in their
daily lives, thinking of invest-
ments and securities, unless they
happen to be in the business. Just
as the internal tension of a per-
son makes him think of eating,
you, as a salesman, must stir up
a tension inside your customer,
to make him think of investments,
and the need he has for proper
investment of his money. You act
as ‘the stimulus.

I 'believe salesmen are the
greatest spreaders -of -dissatisfac-
tion in the world, and that is true.
What you do is to spread dis-
satisfaction ‘with the -current cir-
cumstances. A person who is
going to sell you a television set
makes ‘you dissatisfied with con-
ditions ‘at home without that set.
He makes you feel the lack of it.
He rubs into you, quite realistic-
ally, that you friends all ‘have
television sets now and are quite
happy with them, and you need
one. He arouses your need, and
if he is.a good salesman he makes
you really want that television
set, and in making you want it
he uses. the sales presentation. ;[-Ie
makes you dissatisfied at having
no television in your home.

You have to make your cus-
tomers warit to invest the@r money
in your offerings by making them
aware of their need, and devel-
oping = their wants into doing
something in that direction. AsI
say, they don’t go around all the
time feeling that need, and un-
less someone like yourself stirs
up their interest, they -are not go-
ing to buy anything, so you con-
tact him and you develop 'that
desire on his part to buy some se-
curities. Then you show him how
your offering would bring him
satisfaction, as far as this field of
activity is concerned.

In doing that, you employ cer-
tain selling points that appeal to
the buying motive that you feel
underlies that person’s life. You

 determine, immediately, whether

you have to use primary buying
motives, whether you have to do
a creative selling job, or whether
you just have to do a selective
selling job. Remember that what
you are doing is trying to get him
to accept and agree upon the idea
that you are putting forth, that it
would benefit him, and bring him
lasting - satisfaction if he would
go along with you in this invest-
ment program that you are sug-
gesting.

You are now in the develop-
ment part of your sale. ‘You are
using a sales story to have, him
accept what you put forth. _pr,
remember that a sales solicita-
tion is meant to sell. It is not an
end in itself. It is not a recitation.
And a sales canvass is not made
just to impress the other person
with what a good salesman you
are or how much you know about
the security market. Your selling
solicitation is nothing but a tool to
get an order, and you have got to
plan it and use it as such if you
are’ going to be successful in this
business. .

Again I say that the question
that you have to answer to your

d | prospect is this question: “What

good is it going to do me?” You
have got to answer that in a very
personal way, because he is

thinking that question all the time

you are in his presence. You have
gat to spell out'quite carefully the

.advantages that will accrue to
‘him, and the ‘benefits ‘that will

‘come to him, if he buys what
are offering.

It really  isn’t hard, -because
what you are selling has a ‘terrific
appeal, T am trying to look at this
subject in a very personal ‘way,
right now, and I know ‘that it is
to anybody’s benefit if they have
their savings invested somewhere
where they are secure ‘and ‘where
they are making some money for
them. You get along in life, a lit-
tle bit older and ‘begin to wonder
about how much longer you are
going to be able to keep up the
pace, especially, if you live around
New York City, and you get to
be ‘a little older and realize you
don’t have the same stamina that
you had 15 years ago, ‘and that,
certainly, it is mot ‘going to be
increasing, ‘that, somewhere along
the line, help would be a wonder-
ful thing, and that help should
come from what you have done,
yourself, from your savings, in
putting them to work for you,

Something to Sell With
“Terrific Appeal”

 You ‘gentlemen have something
to .sell that has terrific :appeal to
the American public, if it is pre-
sented ‘in the right ‘way. If they
are made to understand the hon-
est - to -.goodness - benefits that
would come to them, such as
everyone - in  this room wunder-
stands right now, as far as invest-
ments are concerned, that is, but
in order to :get them to appre-
ciate what satisfactions they can
get 'you have to do a lot of talk-
ing to them. So many people that
I know. go in and make a solici-
tdation, -and it certainly can’t be
called that, .it’s really just asking
a few questions, and they expect
to sell something just through
that kind of a canvass, That just
doesn’t ‘happen,: Selling .involves
a lot more.

We discussed, a while ago,
the subject of interest. I feel,
among us, right now, .a ‘mutual ’
feeling of interest, as far as the
worth of , the investment busi-
ness is concerned. Now if . your
prospects and your customers
could have that same feeling, ‘that
same mental concept, of the worth
and goodness that can come from
intelligent investment programs,
I think they certainly would want
to go along and put their money
into those programs, but you see,
in order to ‘get that kind of men-
tal ‘acceptance it takes a lot of
selling, and intelligent selling,
appealing to the buying motives
that will really stir a person up,
because they are ‘very .closely re-
lated to the very fundamental
things in life.

I said, earlier today, that there
is no other ‘thing for sale in ‘this
country that can appeal more
closely to the personal gain mo-
tive .of the American public than
what you people have to sell, and
because of that, your selling
should be easier, because we have
been created as personally selfish
beings, in .order to continue our
existence on this earth. If we
were 'not, we would have been
wiped out, and therefore, we are
very much interested in our own
personal lives and our personal
gains, and if investment salesmen
can sell close to that instinct, if
you will, and relate your offer-
ings to these very fundamental -
and basic wants of people, if you
can arouse that want in their
minds. then it will not be hard to
have them commit themselves to
your proposal.

Do you remember the saying, -
“Think no evil”? That is based on
the principle that if you don’t
think of something you probably
won't do it. If you get it out of
your mind, you will forget about
it, but if 'you think about it you
will probably do it. The same
principle applies in selling, that if
you do get a person to think for
quite some . time about your pro-
posal, then they will probably do

(Continued on page 26)
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Gelting and Keeping -
The Attention of
Your Gustomer

(Continued from page 25)
4t; the more, they think about it,
4urn it over in their mind, the
«loser: they are to taking it, In

" prder . to get them to do that

thinking, in order to get them
wery much interested in it, you
have got to give them a lot of
4nformation by making a com-
plete solicitation, so that when
wou are in there talking with
them, then, “this is it,” and there
4s nothing else, this is it, right
here, this investment program.
Forget everything else, including
the work, on the table there, and
everything but this that he con-
4emplales buying. None else mat-
fers. What is of vital interest to
4he buyer, his family and his fu-
ture, is this investment program.

A complete solicitation will
focus the customer’s attention on
that subject.

Purkiss Heads Div.
For Walston Hoffman

‘Walston, Hoffman & Goodwin,
amembers of the New York Stock
Exchange, . announce that A, C.
Purkiss, a general partner, has

i been named
Manager of
the firm’s
~ Eastern Divi-

sion with

headquarters
in the New

York office, 3%

Wall Street,

Mr. Purkiss

will also serve

as’ Syndicate

Manager fo1

both easter:

and westerr
" divisions.
Mr, Purkiss,

d member of
\ “the firm since
4946, has been Manager of its
Southern California offices with
#headquarters in Los Angeles. His

, A. C. Purkiss *

- 4ransfer to New.York marks an

organization’s step in connection
awith the firm’s expansion pro-
Lram, One of the largest invest-
ament houses on the Pacific Coast
with 17 -offices in that region,
‘Walston, Hoffman & Goodwin en-
#ered the eastern territory Dec, 1,
A943, with the opening of an office
dn New York at 35 Wall Street.
The firm recently established of-
Kices in Philadelphia and Harris-
‘burg, Pa., and Hagerstown, Md.
Farly this year an office was
mpened in East Orange, N. J.,
bringing the present total of of-

' Fices to 22, The firm’s expansion

Pprogram calls for the opening of
spffices in Pittsburgh and Erie, Pa.,
4n the near future,

Mr. Purkiss during the past
wyear was Secretary of the Bond
IClub of Los Angeles, and a mem-
‘ber of the Public Relations Com-~
mittee of the Los Angeles Stock
Exchange. He is a former mem-
ber of the Executive Committee
#0f ' the California Group of the
Investment Bankers Association.

Schafer, Miller Adds

Julius Rowe has joined the firm
#f Schafer, Miller & Co., mem-
ters of the New York Stock Ex-
ahange, as a registered reprer
sentative in their main office at
A5 Broad Street, New York City

John V. Garner Joins
Stein Bros. & Boyce

WASHINGTON, D. C.—John V.,
dGarner is now associated with
Stein Bros. & Boyce, Union Trust
Building. Mr. Garner was for-
smerly with Goodwyn & Olds and
Folger, Nolan & Co.
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. -(Continued- from page  3)
veloped and offered as truths the

mists. had -never seen and prob-
ably had never supposed could
ever take hold among laymen,
much- less- be -considered seriously
in official circles,: ~- . [ -

But, . as' though struck with a

powerful groups.of industrial and
agricultural leaders and govern-
ment officials took the position
that a country with a weak irre-
deemable currency had an advan-
tage over a country with a strong
redeemable money and that it was
necessary to pull down the strong
currency to the level of the weak.

Whereas in the 1920's. we had
said, and properly so, that our un-
changed dollar was a stabilizing
iactor in a world of great insta-
bility, in the early 1930’s we re-
versed ourselves and took the po-
sition that a country having a de-
preciating or depreciated money
had the advantage. In short, our
position was to the effect that the
worst - currency - was really the
best, and the best currency really
the worst,

In our wild embracing of this
madness, we never settled down
2nough to state clearly just which
Jf the weak currencies was the
best or ideal one; therefore one
2ould not know precisely what
the target of depreciation or
“goodness” in money was, The
secret of that mystery was osten-
sibly in the hands of the manipu-
ators who performed as though
they were suddenly enabled to
2ommune withsome greatauthority
accessible to the manipulators but,
not to experienced. and recognized
monetary experts, They never
could bring themselves to face the
logic of their basic position that,
‘f a depreciated currency is bet-
er for a country than:an un-
changed redeemable money, the
best currency would be the one
1aving no-value at-all, and the
rountry would gain most which
simply gave away its goods.

The extent to which we are still
afflicted by the idea, held offi-
cially, that a nation can maintain
prosperity and increase its stand-
ard of living by giving away its
wealth should be apparent to all
mature people,

Recent Competition in Devaluation

The extent to which it is still
widely believed that if one nation
devalues its currency others
should devalue too is illustrated
n part by the rapid devaluation
following promptly upon that an-
aounced by England on Sept, 18,
and by the clamor for devaluation
which promptly erupted in this
country. We have a chorus ‘of
voices singing the same old fal-
lacious themes of the early 1930’s
regarding the virtues of competi-
tive devaluation, Despite the fact
that, without the slightest valid
reason, our standard monetary
unit was amputated 41% in 1934,
the current crop of agitators for
turther devaluation of our dollar
points to the approximately thirty
new amputees abroad and de-
mands that we amputate some
more and join these other mone-
tary cripples in their miseries, “It
must be done, it cannot be avoid-
ed, it will come by Thanksgiving,
it will come in two or five years,”
sings this chorus composed of eco-
nomic illiterates, confused people,
and those who hope to gain some-
thing by a further depreciation of
our currency. y

An understanding of how we
misbehaved when' the madness of
monetary manipulation took hold
of us in 1933-1934 should protect
us somewhat against a repetition
now. At that time the advocates
of currency depreciation and de-
valuation developed several argu-
ments designed to justify an aber-
ration that was a.sorry commen-
tary ‘on-human intelligence.

They contended that devalua-

like of which monetary econo-]

fever or some sort of madness,

impede imports. Important export
interests and farm leaders, through
the Committee-for-the-Nation,
pushed that contention with all
the resources they could command,

It was also said that devaluation

| would' raise prices; and:the War-

ren ‘dollar ‘depreciation . program
was thrown into gear beginning
Oct. 25, 1933. The price of gold
was supposed to control the price
level so definitely and closely
that the Treasury, under the
guidance of the late Professor
Warren of Cornell TUniversity,
fixed the price of gold on various
occasions at odd figures lest the
price level be shaken too much or
not respond as desired. For ex-
ample, on Dec. 1, 1933, the price
of gold was moved to $34.01 per
ounce from the preceding $33.93
of Nov. 29, As a consequence, the
following jest was circulated
among monetary economists and
statisticians: “Question, What is
the one cent for? Answer, it is
for statistical accuracy!”

Since every monetary economist
of experience knew, and facts at
the time were proving, that a
change in the price of gold had no
close relationship as a causal fac-
tor to the price level, they recog-
nized that they were witnessing
what was probably the greatest
exhibition of statistical fakery
that our government had ever
foisted upon our people.

The devaluationists also insisted
that devaluation would reduce the
debt burden, increase our supply
of dollars, and stimulate produc-
tion. Y

Practically every contention was
either 'completely  false' or in-
volved undesirable consequences.

The arguments and their falsity
have generally been forgotten or
not understood. We seem not to
have taken time even -to check
back on the facts regarding the
contention, pressed so hard then
and being hawked about today as
though it were an unquestionable
fact, that devaluation increases
exports and impedes imports,

A look at the facts should jar
us into showing more care in get-
ting our evidence before we ad-
vance our generalizations in re-
spect to these matters. Our mer-
chandise exports increased from
$163,000,000 in February, 1934, to
a high of $333,000,000 in October,
1937—an increase of 104%. Fol-
lowing October, a decline set in.
Imports increased from $133,000,-
000 in February, 1934, to a high of
$307,000,000 in March, 1937 — an
increase of .131%. Then a decline
set in.

As an illustration of the basic
monetary principle involved, it is
fortunate that the facts happened
to be as they were. The principle
is that provided other things re-
main the same, devaluation tends
to increase exports and to impede
imports.

But every competent scientist
in the field knows that such a
statement, with that proviso, is
merely a scientific device from
which one works out on the many
variables that enter the picture.
He knows that other things do not
remain the same—that indeed that
is precisely what does not and
cannot happen. He knows that
counteracting forces and read-
justments will operate so exten-
sively that no human being can
follow them all, and probably not
all the principal ones. He knows
that the counteracting forces may
be so strong as to increase im-
ports. as against exports as was
the case with the United States
from February, 1934, to the peak
before the business recession of
1937-1938 set in. He knows that
no 'one can possibly summarize
all the forces that will operate
nor predict the net results after a
nation devalues its money.

~ Just, as one can. of course.point
to an amputation of one’s.arm and

 Devaluation, Currencies and Related Elements

(tion ‘would increase exports- and

say with accuracy that it is:un-
fortunate, so. can one also say
with equal accuracy that it is un-
fortunate when a nation devalues
its ' standard monetary unit,
whether the necessary. result of
previous unfortunate policies and
practices. or the result of a mis-
taken notion that there is some
valid excuse for devaluation when
not necessary. But beyond recog-
nition of the fact that devaluation
is a misfortune, one cannot pre-
dict with any accuracy what the
readjustments and final results
will be,

Possible Post-Devaluation
Conditions

Mention of a few possible post-
devaluation conditions and re-
sponses may suffice to suggest
why we cannot predict conse-
gquences accurately.

If a nation that devalues has
“full employment,” it probably
can increase output and exports
only by increasing costs.

1¢ must export mucn more than
would have been the case to bal-
ance the increased costs of im-
ports; and it may set up restric-
tions on imports beyond the
tariff wall erected by the act of
devaluation, Restriction of im-
ports may decrease exports.

The act of devaluation may be
symptomatic of an irresponsible
government; it may impair confi-
dence in that government’s re-
spect for a fixed monetary unit;
it may drive investment funds and
bank deposits to other countries
because of lack of confidence, If
an intelligent government, which
inspires confidence, devalues to
make the best of a bad situation
and reveals that - thereafter a
proper course will be pursued, the
opposite results may appear. Gold
and capital funds may flow in.

Confidence is a . delicate ele-
ment, The fact that we devalued
in 1934 as we did apparently sug-
gests to many people that we may
do it again, Secretary Snyder is
being forced to say over and over
that he does not intend to propose
another devaluation, Many sus-
pect, fear, or hope for, another
Cripps case of. Tepeated denial,
then suddep devaluation. There
is considerable distrust of the fu-
ture dollar price for gold. Some
domestic and foreign holders of
dollars are accumulating gold as
a consequence of this distrust.
Distrust in Europe and elsewhere.
excepting perhaps - Switzerland
only, which is scheduled to insti-
tute redeemability on Jan. 1, 1950,
is even more pronounced because
of repeated alterations of mone-
tary standards. Such distrust can
create a multitude of problems
and .consequences,

After a nation devalues, in-
sensitivity of demand to price re-
ductions often reveals itself in re-
spect to various commodities with
the consequence that there is no
increase in their exportation.

Prices of exportable goods may
rise in the devaluing country and
their costs to importers may fall
in an endless variety of combina~
tions. For examnvple, as between
England and the United States, the
British devaluation of 30.5% may
be divided by a British export to
us rising in price 20% with the
other 10% gain going to us. But
some other country may give us
a gain of 12% and we may shift
part or all our demand to that
country. In some instances, as in
the case of chinaware, for which
the supply: apparently has been
sold for months to come, sterling
prices have been marked up more
than dollar = prices have been
marked down.

Prices for which the demand is
highly inelastic, as, for example,
the demand for Scotch whiskey or
British woolens, may rise by the
amount of devaluation and not in-

crease or ‘decreasé  exports of °
those products, ~. """

Distortions of Internal Price

"~ Controls 2

Then there is the fact that in-
ternal price controls by govern-
ments are relatively great today.
These take many forms and create
distortions that are:hardly. pre=
dictable. : . '

There  are questions of having
goods available for export, the
tactors of time in placing and ex-~
ecuting orders and of producing
the goods ordered; the increased
costs of producing goods because
of the higher prices for the im-
ported raw materials that enter
the fabricated products in various .
proportions,

It is immaterial” whether one
wishes to estimate the effects of
devaluation on merchand.se ex-
ports and imports or on the so-
called invisible items that enter
the balance of payments, or on
international trade as a whole.
The answer is the same; one can-
not state with any accuracy what
the net results will be. If, for ex~
ample, one were to study as care-
fully as possible the probable ef-
fects of devaluation on each of the
non-merchandise items, the fact
would still be that thé net of these
estimates would be a crude guess
which could not serve as a re-
liable guide as to what to expect.

The answer to all this  is
that all exporters and importers,
through sales and  purchasing
agents, will have to do the best
they can by shopping around for
the best purchasers and sellers.

The recent devaluations create
problems, of course, but the pre-
ceding artificially-maintained ‘and
subsidized currencies also created
problems of which the recent de-
valuations are a consequence, Un-
fortunately, these devaluations
were not the result of a prior
testing of the values of the various
currencies  in . free - markets. A
consequeénce is that a new set of
artificial rates has been -created
out of which a new set of prob-
lems, associated. with artificial
rates, naturally arises, This points:
to still other adjustments to come
because of this new set of arti~
ficialities and problems.

The basic fact of the matter is
that we are dealing with crippled
countries that have crippled and
artificial currencies, and those: -
facts should be faced.” We cannot.
proceed intelligently otherwise.

Our Currency Should Be Made
Redeemable

Our best efforts to proceed
would be made easier, and the
general situation would be im-
proved greatly, if our government
would make our currency re-
deemable so that our exporters
and importers can go where they
will and may with dollars that
have the same value in the same
market.

A redeemable- currency would
tend to force our government to
relinquish its stifling controls and
to give private enterprise a free
hand in foreign trade and ex-
change. This should provide a
great stimulus to both exports:
and imports and benefit both us
and other nations.

That is the best single thing
that our government could do to
improve opportunities for trade ir» |
the face of the crippled, ampu- |
tated, and weak currencies with: |
which the people of those foreign: |
countries must attempt to produce |
and carry on their trade.

Every devaluation of a cur-
rency brings: new readjustments |
and problems. It is for this rea- |
son, in part, that it is unfortunate-
that we must face other devalua- |
tions * abroad. For .the United |
States to devalue, as urged by
some, while the proper course-
for it is to institute redeemability,
would be. economic folly' of the |
worst kind. Despite this fact, we- |
have a persistent clamor for de- |
valuation: from gold mine inter-
ests. who ~would sacrifice. the |

welfare of this nation to get tem- .|
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porarily ‘higher- profits- for: them-
selves, and from others who ap-
parently have learned nothing of
value regarding the principles in-
volved in ‘currency devaluation.
'Blpated prices, ‘arising: from the
poison of a.depreciated currency,
seem to' be<confused’ with real
wealth and real purchasing power
in‘the minds of many people.
Besides the fact that the recent
artificial competitive devaluations
will give rise to unpredictable
consequences, there is the further
fact ‘that no- one  can possibly
know “what the effect of the de-
valuations will be on the so-
called foreign trade or dollar gap.
The common statement regarding
that problem -is 'that temporarily
the gap is being closed by gifts
made by us to Europe. It is sup-
posed: or hoped that in the near
future the gap may be closed in
part by loans and investments for
an . intermediate period, after
which ‘the answer presumably
will: be found in a high level of
imports relative to our. exports.
With these basi¢ considerations
in mind. there.appears.to- be no
evidence, which one can produce,
that would justify any assertion
as to. the probable. effects of re-
cent devaluations on the so-called
trade -or dollax gap. -Apparently
al] that one can know is 'that he
‘does, not know., :
‘But helpful steps can. be taken,
despite all the factors which we
cannot understand, and they. will
point in the proper direction. For
example, only when irredeemable
currencies pass at their real value
in international markets, and re-
deemable currencies’ flow- freely
aérogs - international ~boundary
lines, with import and export con-
trols abolished, can the way open

emand‘ and end such problems
ag - the so-called - “dollar - gap.”
Government restrictions and con-
trols need to give way. to the free
flow of goods and services. and
prices need to be freely deter-
mined in the market place; Mone-
tary systems need to be: estab-
lished * on~ monetary standards
that can support redeemable cur-
rencies if prices are to reflect real
values and if -production, trade,
and ‘investment are to expand. It
is:governments and their so-called

management that have. created |

the ‘¢haos in which the * world
finds « itself; -and’ there' is little
prospect that the problems in this
chaos will be solved until govern-
ments return to their proper
spheres of activity.

For 16 years, our currency has
been. redeemable in our statutory
monetary unit for central banks
and governments; but all other
holders of non-gold dollars have
been denied this privilege. One
result has been. multiple quota-
tions for our non-gold dollars and
a heavy penalizing of private en-
terprise.

There is no valid defense for
this procedure. It has arisen,
fundamentally, from the fact that
our government. like various for-
‘eign governments, has wished to
take possession of the people’s
public purse and to free itself of
control by -the people as to how
the people’s money shall be used.
Under our system of irredeemable
currency, the government has
complete control of the people’s
purse and it cannot be held or
forced to an accounting.

- Finaneial dictatorship by our
government. holds our people in
its grip. Government lending and
give-away institutions encroach
upon and replace private enter-
prise. Government lending and
give-away  institutions dominate
foreign trade and exchange.

- Through exchange contrbls,
government totalitarianism sits at
the boundary lines of practically
every nation, including our own,
and thrusts . its .destructive and
disturbing influence backward
into.  the  internal economy - of
every nation. Foreign traders
have been brought to-their knees;
trade and exchange are hopelessly
snarled; by bureaucrats who seem:
to suopose that they can manage
the forces of supply and demand

and prices for millions of goods:
and -services ‘which ne human
mind could follow or comprehend.
They seem to suppose that they
can- make - better decisions than |’
can the millions of buyers and
sellers who risk their own money
and: who cannot atford .to. make
mistakes. This is lunacy in gov-
ernment, and'the world is paying
a fearful price;for tolerating tnese
so-called planners who are busy
ruining enterprisers and the econ-
omies: of the world. The planners
continue to ruin England and they:
are rapidly ruining the United

States.

These things have been pointed
out ad mauseam and with futile
We cannot afford any
longer in- this country to. be in-
effective about ‘these matters.
We need to analyze why all state-
ments of fundamental truths have
fallen on deaf ears:and why pro-

results.

tests are futile. .-

The answer is.that. our people
lost control over  their :public
purse when their- currency was
made irredeemable and that, as
a consequence, our government is
now: the people’s: boss, not their

agent,

Let us look at the fact that for-
eign central banks and .govern-
ments are in a_different position.
They . are favored as against our
people whose, money our govern-
ment uses .without effective re-
straint. This is=because our gov-
ernment: cannot  force our irre-:
deemable - currency - on . foreign
central banks and‘ governments
except at a discount.”So our gov-
ernment stands ready to pay them
gold for any..dollars_they may
hold. Therefore central banks and
governments can exercise a .con-
‘trol over our, public purse denied
to our own people.. Foreign ten-
‘tral. banks. and  governments:can
reach down . through- the moun-
tain of paper money and. deposit
slips in our publie purse and take
our gold reserve to the extent.

they have claims: against it.
Suppose the notion shoul

spread that our government will
devalue the dollar and foreign9
ecentral banks and governments;
convert their dollars into gold
for withdrawal. What a spectacle
that would be! Our people would
be compelled-tg sit helplessly by
with ' their = irredeemable’ paper
‘money while the foreign''central-
banks swept out all’ the gold
against which they could exercise
That may not be doney
but it can be done; and that is the
nature of the monetary system
under which we are attempting=to
If any one is to be fa-
vored with the right to demand
gold, it,certainly should be our
own people as against foreign

claims.

operate.

central banks and governments,

Our government and foreign
central banks and governments
have absolute control:of..our
people’s purse; and our people are
government
takes such power to itself and be-
comes the people’s boss, the people
and their nation can be Tuined;

helpless. When a

and they usually are. 48

Now there is one peaceful way
to end our pursuit ot that éourse.
It is to make the nation’s currency
redeemable and thus restore - to
the people their proper control
over their purse. The alternative
to that is to continue on to de-

struction and revolution.

That is our choice and we need
All the speeches and
articles about the need for econ-
omy and all the organizations
dedicated to economy have been
and are largely wasted effort. The
government doesn’t pay any at-
tention to them; it doesn’t have to
since it has absolute control over
No one can
check it., The government can
ladle out all'the money it can lay
its hands on to-buy support, and
it simply prints more- money
Reserve
Banks when it needs. more. It has
bought the farmers, organized
labor, those seekirrg government
employment and ~favors, rand a
multitude of others. It holds for-

to face it.

the people’s purse.

through the Federal

for our goods and giving foreign
banks. and governments. the right
to exercise their claims against
our: gold.

The great.unsound forces in our
domestic economy cannot be-
eliminated and foreign trade and
exchange and investment cannot
become healthy, in so far as we
can contribute to these things, un-
til our currency is made redeem-
able and the power of the purse is
restored ‘to the people where: it
belongs.

Revolutions have been fought
by various peoples of the world to
gain. control of the public purse
and to take it from dictators. We
act as though those lessons are
lost. upon us. We do not quite
face the fact that our government
is a financial dictator. It is spend-
ing the people’s money without
revealing any worth-while sense
of responsibility; it is' throwing
away their wealth and national
patrimony as though obsessed and
determined to destroy us; it is
taxing our people into real pov-
erty.

Our economy and private enter-
prise system ‘are bending and are
badly - distorted ‘under this load
and abuse. There always comes a
breaking ‘point for a people in a
case’ like: this; . Some. additional
act by ‘the government ‘snaps the
last support of the publici morale,
and then the deluge comes. I was
fearful,” when: I’ saw 'the ' Presi-
dent’s recent demand for heavier
taxes, that this, ‘with the tactics
of organized labor and the irre-
sponsibility of our vote-buying
majority of Congress, might be the
final combination that will topple
our -economy and people into a
terrible turmoil.
-~ T fear we have run by practi-
.cally all the red flags that our
‘people: have been able to wave.
The- big and last one, that the
people ordinarily employ to bring
such: a mad government to a halt,
| is missing. It is the ability to de-
d..mand redemption by a reckless

government of its promises to pay.

"All of us had best concentrate
on’ getting that above all else.
That is our people’s last and only
effective: device for stopping our
‘government in its spending and
rush. toward Socialism. - Without
that,. there appears to be no real
basis to justify hope that we may
in some way escape the terrible
disaster towards which we con-
tinue to rush-urder the leadership
of an irresponsible government.
Tt is useless to talk about edu-
cating the general public to un-
derstand the urgent need for re-
‘deemability. They never under-
stand these things. They tend to
demand the very thing that will
injure them. They are practically
-always, in nearly every country,
for paper money and for more and
more of it. &

‘Leaders who understand an
are willing to try to save their
country need to band together
and to take their Congressmen
into private and deadly-earnest
conferences. The Gold  Standard
League has been organized so that
earnest and patriotic’ men and
women can go to‘work and do the
job that needs to be done. The
League already has several state
chairmen. Philip Le Boutillier,
President of Best & Company, is
the Chairman for the State of
New York.

It is my judgment that if the
United “States is to be saved from
the spenders and Socialists, it will
be done by the fighters who will,
by banding together and talking
straight to every Congressman,
force our government to institute
a nedeemable currency.  The
time has come for lining up and
going to work., We cannot afford,
these days, to waste time on the
futilities of pious and useless
platitudes,

Waddell & Reed Adds

(Snecial to THE FINANCIAL CHRONICLE)

KANSAS:CITY, MO.—Waddell
& Reed, Inc., +:1012: Baltimore
Avenue, have added William G.
Schacher to their staff.

The Favorable Outlook
For Common Stocks

(Continued from page 4)

ing. pay rolls and farm incomes,
while living costs remain high.
Our paternalistic .Administration
is well aware of it. But, today,
it is no longer asking for price
controls or similarly deflationary
means to reduce the cost of living.
Now it has become the question oi
increasing purchasing power,

Prosperity Regardless of Costs

Our ‘economic policy is defi-
nitely committed to maintain
prosperity, regardless of -means
regardless of costs, Despite al
denials, past and future, not even
the price of $35 an ounce for golc
is sancrosanct. Having spent morc¢
than $300 billion to win-the war
are we' not justified, is it not oux
duty to-spend“‘a few billion dol-
lars” :to assure - continued: peact
and prosperity? This pelicy, this
line of thought, has: great mast
appeal. ‘It is assured: of indefinite
success' at the polls.
possible by the seemingly harm-
less method of the-deféerred pay-
ment plan. -We simply charge the
cost and add. to.our,debt. . How
long can we go on like that? No:
indefinitely, to- be' sure, withouw
completely ' wrecking “our ‘cur-
rency, but it certainly ‘does no
threaten immediate ruin. As long
as ten years ago or longer, many
people believed that the'New Deaj
could not possibly: continue wit
its deficit spending without caus-
ing a. violent inflation. But thej
were pikers in those days by com:
parison ‘with the Fair Deal whict
is building upon a debt structure
six times larger than before thc
war.

It is-madc |

We are in for an indefinite pe-
riod of heavy deficit spending and
gradual inflation under an Ad-
ministration which is not overtly
‘antagom’stici to: business, because
it has learned that the cooperation
of business is necessary to make
the scheme work, It is in view of
these 'conditions -and prospects
that I advise the investor to be
fairly. heavily committed in com-
mon stocks, For the long-term
?here is, in my opinion, less risk
in the ownership of equities than
in dollar obligations, such as cash,
life insurance, government and
high-grade corporate bonds,. etc.
The only hope to protect our
funds against the creeping depre-
ciation of the dollar lies in equi-
ties or similar investments,

The decision to invest in com-
mon stocks is. made easier by the
fact that good equities ‘are not
high in price.. Despite the advance
of the past four months they are
still: selling ‘at .conservative, levels
ip- relation to present and prospec~
tive earnings and - dividend .pay-
ments.. Prices of most stocks. are
low also .in relation to book values-
which :almost. in. any case are:far
below . replacement values. And
there are still innumerable stocks
of ‘profitable- corporations -selling
at'less than-the value ‘of ‘the net
quick assets, ‘with -the ‘plant
thrown' in- free. There, may be
setbacks in the ‘market, no' doubt,
especially if prolonged strikes in
the basic industries should dis-
rupt our economy, but I believe
that they will be merely reactions
in a major- bull market. ;

To Study Monopdly
In Business and
Government

Dean Edward S. Mason of the
Harvard Graduate School of Pub-
lic Administration announced that
a group of Harvard and M.LT:
specialists in the fields of law.
government, business: and eco-
nomics have begun a study of the
monopoly problem in American
business and government.

One of the main concerns of the
study is to discover how much
competition is attainable and un-
der what arrangements it can be
achieved. 3

The project is being financed by
a grant of $10,000 from the Mer-
rill Foundation for Advancemen’
of TFinancial Knowledge. This
Foundation is headed by Winthrop
H. Smith, managing partner of
the New York firm of Merrill
Lynch, Pierce, Fenner and Beane

The grant, Dean Mason said,
will be used only for exploratory
research and studies in the coming
year. He added that a four or five
year program is contemplated if
the exploratory studies prove
fruitful.

Specialists from several fields
will participate in the. project.
Those already named are Dean
Mason, Professors David F. Ca-
vers and Robert R. Bowie of the
Harvard Law School; Assistant
Professor M. A. Adelman of
the M.LT. Economics Department:
Professor Lincoln Gordon of the
Harvard Business School.  and
Carl Kaysen, a Junior Fellow
studying in the Economics De-
partment at Harvard University.
Others are expected to be added
after the project gets under way.

“Focus of the study,” Dean
Mason explained, “is an attempt

|to devise standards of acceptable

competition —or if unacceptable.
monopoly —as it applies: both, in.
the field of public policy: and .in
the area-of husiness: practice.” .} |

He continued: “There exists a

need for a broad-guage, systematic

study of public and business poli-
ey in relation to competition' in
American industry. Such a study
should seek to re-examine the
relations between industry, broad-
ly = conceived as self-regulating
through competition, and govern-
ment, in order to- assess the va-
lidity of this concept and gxamine
‘possible changes'in busingss prac-
tice and government actjgn which
could improve ‘the workings of
the whole system.” -

The exploratory studies of the
coming year will consist of three
parts. First of these is the prepa-
ration of a set of directions to be
used in projected industry studies.
A part of these directions will be
a statement of important elements
of market structure and business
practices.

Secondly, five exploratory in-

dustry studies will be made. In-
dustries to be explored have been
selected from mining, manufac-
turing and distribution. Special
emphasis will be placed on those
goods and services traded in na-
tional or wide regional markets.
The studies will be = oriented
towards answering questions on
relations between market  struc-
ture, business behavior and eco-
nomic performance.
. Thirdly, an analysis of the con-
sent-decrees handed down by the
courts for the industries selected
will be undertaken. The experts
consider legal and administrative
questions to be of co-ordinate im-
portance with economic prob-
lems.

“Businessmen,” Dean Mason
said, “will find in the results of
the study -some guide lines to
assist them in their constant tasks
of formulating and carrying put
industrial policies. Economists
will find a definition of workable
competition in terms of technical
institutional structures of markets,
the behavior- of firms as condi-
tioned by these structures, and
the economic. . performance in
terms;.of quality, price, technical
progressiveness, profit margin, and

output.”
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" Federal Monetary and Credit Policies

(Continued from first page)
ternational currency. Policies
which help the international
status of the dollar will, in my
opinion, also promote the domestic
welfare of the country.

In this respect the situation now
4g far different from that exist-
dng, say ‘at the time of the
Civil War or of the bimetallic
controversy of the 1890’s. In
both periods the dollar was
essentially a local currency.
*The intlation of the Civil War and
the tribulations of Cleveland with
tthe gold standard were affairs of
great domestic importance ‘but of
no great foreign significance.
Now, however, the monetary aqd
credit policies .adopted by, this

* gountry influence economic action

throughout the entire world. Two
world wars have shifted the bal-
ance’ of -economic’ power to ‘the
United States.

Gold Policy

Of particular importance from
an international point of view is
ghe gold policy of the American
Government. The dollar has taken
the place. of the pound- sterling
as the international currency of
&he world and-serves as the basic
currency - in-. the' ‘International
Monetary Fund. The quota of each
member nation in the Fund and
the . par “value of its. monetary
wnit is stated in terms of the gold
dollar.

Since gold, and in particular
the gold dollar, underlies the
Bretton Woods Agreement, it be-
hooves us to take those meas-
wres which will promote . confi-
dence in and give strength and
stability. to our dollar. The first
step in this direction is to rein-
troduce - gold' redemption and to
make all of our paper money
freely convertible into gold coin
of the present weight and fine-
ness.

At least three advantages would
stem from the reintroduction of
gold coin redemption. In the first
place, the nations of the world
would be given added assurance
that we are not likely {0 devalue
the dollar, Congress has, and of
course, must have the constitu-
tional right to change the price
of gold. The existence of gold re-
demption: and gold coin circula-
tion would, however, constitute
another hurdle to any such
change by Congress. Gold coins
‘would have to be withdrawn from
circulation and = the = American
people might well voice vigorous
opposition to such action, familiar
as they are with the implications
and results of the gold policies
of 1933 and 1934. In the second
place, gold redemption would
help to eliminate trading in gold
at  premium prices in various
markets throughout the world.
Premium prices result from the
limited quantities of gold in those
aarkets and, on occasion, from
the expectation of an upward re-
wvision in the price of gold in the
United States, A gold cutflow of

fairly modest proportions from |

this country would  add to the
available gold stocks and equate
the price of gold throughout the
world at $35 an ounce. This in
itself would help to divert gold
from black markets to the cof-
fers of central banks and treas-
wries and thus would facilitate
international trade and exchange.
In the third place, gold redemp-~
tion would permit the American
people, if they so desired, to voice
their disapproval of the monetary
or fiscal policies of their govern-
ment. An increase in domestic re-
demption might well be ‘a sign
that the American people were
not in accord with government
policies. The fear of an increase
in domestic redemption might ac-
tually have some effect in deter-
ring the Administration and Con-
gress from embarking on reckless
spending programs.

The present gold policy ‘of the
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American Government is com-
pounded of many inconsistencies
and stands in need of change. We
permit gold in the natural state
to be sold at premium prices
within the United States. We per-
mit, or have permitted, the ex-
port of gold manufactures of such
a character that they could read-
ily be converted into gold bars
abroad. Although we permit the
free exportation of gold for mone-
tary purposes to foreign govern-
ments and central banks, we do
not, however, permit our own
citizens "to obtain gold
$35 an ounce. -

The Reed Bill, introduced into
the House of Representatives on
March 7, 1949, restores the right
of American citizens to.own gold
and gold coins and reintroduces
the gold coin standard. It does
this by providing for the repeal
of the Gold Reserve Act of 1934,
by causing the Secretary of the
Treasury to mint and issue gold
coins, and by directing ‘that ‘all
other money of the United States
shall be maintained on a parity
with the gold dollar, This bill de-
serves your support as a first and

essential step towards improving |-

the status of the dollar as a na-
tional and international currency.

Interest Rate Policy

' Many of those who oppose a
return to- gold redemption do so
because they fear it will curb the
cheap money policy which has
been followed in this country for

the past 14 years. The principal

elements in the cheap money pol-
icy are: (1), a low level of long-
term interest rates, and (2), a
still lower ‘level of short-term
rates. This policy has received its
principal support from the Treas-
ury Department, which is pri-
marily concerned with the prob-
lem of interest costs on the fed-
eral debt.

The cheap money policy re-
ceived its initial impetus from the
devaluation of the dollar in the
early days of the Roosevelt Ad-
ministration. The increase in the
price of gold in 1933 and 1934
from $20.67 to $35 an ounce stim-
ulated increases in the production
of gold throughout the world and
imports of gold into this country.
It was, of course, not the sole
cause of the gold inflow. Other
factors were involved such as the
currency and political difficulties
of Western Europe. Even without
an increase in price, a vast
amount of gold would have come
to this couniry in the period prior
to our entrance into the war.
However, if we had not raised
the price of gold, increments to
the gold stock would have been
valued at $20.67 instead of at $35
an ounce.

The first effect of the prewar
gold inflow was to increase the
reserves of commercial banks,
placing them in possession of a
greater volume of loanable funds.
In the absence of a loan demand,
commercial banks placed their
newly acquired funds in govern-
ment . sécurities, particularly
short-term obligations. The level
of interest rates fell and short-
term rates fell below long-term
rates. The structure of interest
rates thus became an ascending
one,

A study of the structure of in-
terest rates back to the beginning
of the century reveals that an
ascending curve, except for the
period since 1932, is very un-
usual, Ordinarily short-term rates
were either equal to or were
above long-term rates. This is a
point which needs particular em-
phasis because it is now gener-
ally assumed that short-term
rates are normally and character-
istically lower than long-term
rates. The record actually shows
the contrary to be th¢ case. As
viewed, therefore, against the ex-
perience of the past, the prewar
cheap money policy of this coun-

freely "at’

in’

try and continued adherence to
this policy during and since the
war has resulted in an artificial
level and structure of interest
rates,

The use of a sharply ascending
interest rate curve to finance the
deficits of the war period was a
major mistake. It finduced the
Government to rely heavily on
short-term obligations in -financ-
ing its deficits, It provoked spec-
ulation in the public debt and,
in general, led to a greater ex-
pansion in bank credit than would
have occurred if short rates had
been raised to higher levels dur-
ing the war and if the interest
curve  were more nearly hori-

zontal in-shape. - o

The wartime mistake was com-
pounded in the post-war period.
Instead of abandoning the inter-
est rate curve used duripg the
war, the Treasury and the Fed-
eral Reserve System, following
the conclusion of ‘hostilities, de-
cided to continue to use it. As
time  went on certain  modifica-

tions occurred, but on the whole

they - were relatively minor
character, Ao

The decision to maintain a rela-
tively rigid interest rate curve on
government ' obligations . meant
that' the: Federal Reserve System
could not exercise any real con-
trol over its portfolio. Of neces-
sity, the Federal Reserve Banks
would have to purchase govern-
ment securities in the amounts
and maturities offered by the
market. When decision is taken to
peg a particular price, whether it
be the price of government bonds
or of potatoes, the agency doing
the pegging, the Federal Reserve
Banks or the Commodity Credit
Corporation, must stand ready to
absorb any surplus on the market.

A number of reasons were cited
for the need to peg the prices of
government obligations, but none
carried conviction. It was alleged
that a decline in the price of the
long-term bonds below par would
cause widespread encashment of
the redemption obligations, en-
gender lack of confidence in our
financial  institutions and plunge
our economy into recession. Al-
though these were the reasons
most  frequently mentioned,
doubtless the compelling motive
was to keep interest rates on the
public debt at a low level. The
government: as borrower was in a
position to influence the interest
cost- on money borrowed. Sound
financial and fiscal policies were
sacrificed to keep interest costs
on the debt at the lowest possible
figure. At the same time, how-
ever, the government failed to
show similar concern towards
other items of cost and total Fed-~
eral expenditures have remained
at an unprecedentedly high peace
time level.

Since the beginning of the re-
cession, November, | 1948, the
prices of government bonds, by
reason of widespread demand,
have risen above the pegs, and
the Federal Reserve Banks have
been relieved of the need of giv-
ing support to the market. This
situaticn ' led the Open Market
Committee of the Federal Reserve
System to issue on June 28, 1949,
a statement concerning future
policy, which is couched in very
ambiguous terms and is difficult
to interpret. The first part de-
clares that henceforth the policy
of the Open Market Committee
will be to direct purchases, sales
and exchanges of government se-
‘curities with primary regard to
the general business and credit
situation. Representing a para-
phrase of Section 12A (c) of the
Federal Reserve Act, this part of
the statement, in effect, says that
henceforth the Federal Reserve
Sytem will be governed by the
principles laid down in the Fed-
eral Reservs Act, implying that
flexibility is' to be permitted in
{uture interest rate -fluctuations.

i
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This conclusion, however, is
immediately - weakened - by-- the
2y} Jo jied puodaIs
which declares that the policy of
maintaining orderly conditions in
the government securities market
and the confidence of investors in
govérnment bonds will be con-
tinued. This declaration could be
interpreted to mean that the Fed-
eral Reserve Banks will intervene
in the market should the prices of
government bonds at some future
time threaten to break par. Far
from conferring. independence on
the Federal Reserve. System in
the development of . future pol-
icy, the statement of June 28 can
be interpreted to mean all things
to all people; . -

If we are fo continué to fosief.

private. enterprise--in commercial
banking and to have .money and
capital markets freed of Treasury
domination, .we must- abandon' a
pegged ‘interest curve. Pegged in-
terest. rates:-are -net- compatible
with free' enterprise; We must
abandon the fetish' of par and be
prepared. to allow the prices of
2overnment- bonds-to fall ‘below

par. ‘We' must - be prepared” to
allow. , the market - to - determine |

both.the level and structure of in-
terest rates. The Federal Reserve

Banks must be permitted to exer-.

cise their own' discretion as ‘to
the volume and maturity of the
public' debt which they purcthase
and sell,, They must be free.from
Treasury control and . be . guided
solely. by those considerations
which. they feel are in the best
interests of the: country.

Needless to say the development
cf an independent spirit on the
part of the Federal Reserve Sys-
tem depends not only upon the
caliber- of Federal Reserve offi-
cials, - but  also upon ‘certain
changes in law. which will ‘give
support to, foster and bolster
policies divorced from Treasury
influence. These comprise not
only a return to gold redemption,
which itself constitutes a power-
ful weapon towards more con-
servative policies, but also an
enlargement of the Open Market
Committee to include representa-
tives of all Federal Reserve
Banks, the fixing of member
bank reserve requirements by
statute  law, and the placing of
a definite limit on the volume of
Federal Reserve notes which may
be collateraled by the public
debt. The “enlargement of the
Open Market Committee to in-
clude a representative from each
Federal Reserve Bank will give
greater weight in the decisions of
the Committee to the opinions of
the regional banks, which them-
selves are probably more closely
in touch with money market and
banking developments than is
the Federal Reserve Board. The
fixing - of member bank reserve
requirements by statute is in-
tended to eliminate discretionary
control over these requirements
by the Beard of Governorz of the
Federal Reserve System. The
raising or lowering of member
bank reserve requirements is an
awkward and clumsy instrument
of central bank policy and should
be supplanted by use of the re-
discount rate and by changes in
the open-market portfolio of ths
Reserve System. Placing a con-
servative limit on the amount of
Federal Reserve notes to be is-
sued against the public debt
would itself act as a barrier to
an unlimited support of the gov-
ernment securities market by the
Federal Reserve Banks.

It must not be assumed that I
am opposed to all intervention in
the government securities' mar-
ket by the Federal Reserve
Banks. In case of sudden sharp
declines illustrated by that occur-
ring in September, 1939, the Fed-

ral Reserve Banks would be
justified :in intervening in the
market, purchasing limited
amounts of government obliga-
tions for limited .periods. It is
wholly unjustifiable and contrary

to good banking practice, how-

ever, for the Reserve Banks to
stand -ready- to - peg--government
obligations at.any particular price.

Debt Management

Constructive -public debt man-
agement represents the final step
in the development of. sound
monetary -and credit policies.
Gold redemption, the abandon-
ment of a pegged interest rate
curve and sound policies of debt
management fit into a general
pattern, Each separately and all -
in  combination: will ‘ contribute
to stable prosperity: and
strenzthen the. private ‘enterprise
system in banking’ and ‘finance,

A ‘long-run- program’ of ‘debt -
management . .concerns’ primarily °
the marketable  debt, ~achich: con-
stitutes;-about :61% ‘ef“thé>*total
interest bearing debf:zA-sanstruc-
tjve- policy- of: debt ‘mdsagement °

‘shiould keep three’goals constant- & -

ly in mind: (1) the*reduction of -
the floating ' debt, (2)  the- better
spacing and extension of debt ma- °
turities; and  (3)-'the placing of ’
the debt- to- the; greatest -extent '
possible- * with “~permanent in-
VeStOrs,” . 1 Srmta s Celit e b B
Orthodox::fiscal policy has- al- -
ways, stressed’ the.importance-of -
reductions:-in ~ the': floating . debt
from. ‘wattime” peak ‘levels. "The
reasons for ~this’ emphasis ‘are
twofold. In; the first: place, float-
ing debts are usually lodged with
commercial ‘banking ‘'systems .and
hence, . involve _inflationary - dan-
gers for the community. In the
second . place,- floating debts .of
large size may. prove a’serious

.embarrassment -to . public -treas-

uries, should, rates of interest rise. -
Attempts - to: avoid - higher - rates, -
however, by expanding the vol-~
ume of credit give rise' to the -
danger of -inflation.- . '

The floating debt; which is -
defined -as -all- marketable gov~
ernment. securities maturing
within one year, now- amounts to
$58.8 billion. A - floating ‘debt of
this size, which is far larger than
that needed to satisfy the liquid-
ily regirements of investors, it-
self ‘acts as a deterrent to the
adoption of restrictive - credit
policies. Treasuries are reluctant
to suffer the accompanying in-
crease in interest rates: and the
larger the floating debt, the
greater the reluctance. If we are
to’ reestablish flexible money
markets, essential in a {ree enter-
prid& economy, the floating debt
must be reduced, either through
repayment or through refinancing
into longer-term issues.

Closely related to the problem
of the floating debt, is the need
to space and to extend properly
the maturities of the marketablz
debt. As of first call dates, ma-
turities are relatively small in
1953, 1954 and 1958 and no issues
are callable in 1957 and 1961.
This suggests that the maturities
of new issues should be placed
in these five years and also in
the period beyond 1967 which is
devoid of any obligations reach-
ing first call dates. As a possible
program for the next few years
it is suggested that the Treasury
refinance a major part of the out-
standing volume of Treasury bills
and certificates and refinance
other maturing debt by issuing
obligations maturing in the years.
listed and also by issuing very
Jong-term - obligations with per-
haps a 40-year maturity and a
coupon higher than that prevail-
ing on any obligation now. out-
standing.

Reduction of the floating debt
and a better spacing of debt ma-
turities must be accompanied by
simultaneous reduction in the
total debt. This country should
continue to adhere to its histori-
cal policy of debt retirement

following each major conflict.
This policy of debt reduction has
justified itself for it has pre-
served the credit of the govern-
ment and has {facilitated later
borrowings in periods of emer-
gency.  Insofar as- possible, debt
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g Tetirem_énb should ‘be made an in-

‘tegral part of budgetary planning.

A net reduction-in ‘debt means
that budgetary  ‘revenues must
exceed - budgetary- ‘expenditures.

‘A -’ budgetary. -surplus results

‘which can’ be applied to debt re-
‘duction, and- in particular, to the
floating debt. Such a surplus must
be planned -and budgeted in all
years but those of severe depres-
sion. The fact that we are now
experiencing -a budgetary ' deficit
instead. of surplus at a time of
relatively high. level activity and
high national income is a serious
indictment of our management of
the federal finances and calls for
immediate rectification. = -
*Although my remarks on public
debt management have so  far
been’ confined to the marketable
debt, I should like to- make pass-
ing reference to non-marketable
obligations. The ~non-marketable
debt includes the redemption ob-
ligations, - consisting  mostly “of
savings -bonds, .and :the special

issues held in'-the ‘various trust |’

accounts: Redemption obligations,
issued' during ‘the war' to ‘protect
the investor: against. later possible

.capital: loss, are:not a good pub-

lic debt-instrument.  On' the one
hand, ‘they . constitute -a - demand
liability: for the: Treasury and, on

the other; they-tend to freeze the

- Anterest rate curve on-marketable
-obligations. They tend to ‘freeze|

‘the - interest rate - curve  because
"Treasury officials fear that higher
rates on marketable" obligations
will cause a heavy encashment of
redemption -obligations, In “con-
sequence of -the -weaknesses “in-
herent in, redemption -obligations
I :would- suggest.that. further is-
sues of .the: Series F and' G bonds
be discontinued and that Series
E bonds and Tax Savings Notes
be issued only in: response to nor-
mal demand. As far as possible
the Treasury should endeavor to
meet investors’ demands for gov-
ernment - obligations by issuing
marketable securities.

In  meeting ' investors’ = needs
through the ‘issuance of market-~
able debt the Treasury should
also . discontinue the issuance of
restricted securities. During the
war - restrictions of = ownership
‘were imposed on various obliga-
tions  in the effort:to keep the
longer securities out of the hands
of the banks and thus to restrain
the expansion of commercial bank
credit. Restrictions = placed on
debt ownership have had the un-
fortunate result of promoting
speculation in- government. obli-
gations ‘and uneconomic shifts in
ownership. Once the interest rate
curve is set free, compartmentali-
zation of the debt will not be re-
quired to prevent commercial
banks  from purchasing ' longer
maturities. Dictates of prudence
will cause them to buy shorter
maturities, In a free moneyymar-
ket, the debt compartmentalizes
itself.

; Summary

Gold, interest rate and public
debt policies all form the three
legs of the triangle of federal
monetary and - credit - policies.
Gold redemption is neccssary-to
give added assurance to foreign
nations that we will not.devalue
the dollar; to eliminate premium
prices . on gold throughout the

world and to permit the Ameri-
can people, if they so desire, to
voice their disapproval of mone-
tary or.fiscal- policies of the gov-
ernment. A return.of flexibility
in interest rates .is necessary if
the Reserve Banks are to be able
to combat future .inflations and
to exercise ' any real - degree of
credit centrol, A censtructive
policy -of debt management is a
prerequisite “for ‘the adoption of
sound . .monetary . -policies.. The
purpose - of all such policies is
to make the dollar the best pos-
sible - domestic and international
currency. ]

The State of Trade and Industry

(Continued from'page 5) '

tons of steel production. This week its effects were beginning to|'
reach into every home, office and factory in the country, even threat-|
ening ihe success of America’s cold war with the Soviet.

: Nor will the consumers who have been shutting down right and

left for lack of steel be able to start up as soon as the steel strike
ends. Few, however, are completely out of steel, “The Iron Age” adds.
They have:run out of -certain sizes, gages and types. Reopening will
not hinge on rebuilding complete inventories but on replacing the
short items to’bring stocks into.some sort of balance. Some will be
able to start up in a week, many in two and a few may take longer,
'**: The auto industry is'producing cars right now on borrowed steel.
If the 'steel strike ends'today, auto plants would still have to-shut
down at some future date to build their steel inventories up to a
proper operating level. Every day the strike continues will make an
inventory comeback more difficult; As more and more companies are
pulled down to the sante low level, states this trade authority, the
mtqnsxty of -the: rush to recover and the duration of the recovery
period is going to be lengthened. . P ]

Steelmaking scrap prices are now beginning to feel the effects
of a 90%: cutback:in consumer buying. As a consequence, “The Iron
Age” steel scrap composite has dropped 92¢ a ton this week to $25.58
per gross ton. This is still ‘well above the 1949 low of $19.33 a ton,
set late in June. - !

‘The ‘American Iron and Steel Institute announced this week
that the operating rate of steel companies having 949, of the
steel-making capacity of the industry will be 9.09, of capacity
for-the week beginning Oct, 24,:1949, a decline of 0.3 of a point
from the preceding week, - P ek - L

‘This ‘week’s ‘eperating rate .is equivalent to 166,000 tons-of:
‘steel > ingots and’ castings for the entire industry compared to: -
172,000 tons: one week ago. A ‘month age the rate was-84.69,
and production amounted to 1,559,600 tons; a year ago it stood at
“98.99% and 1,782,600 tons, and for the average week in 1940, high-
est prewar-year at 1,281,210 tons.

CARLOADINGS AFFECTED BY WIDESPREAD COAL AND STEEL

:+~STRIKES RECEDE FURTHER IN LATEST WEEK

Loadings of revenue freight for the week ended Oct. 15, 1949,
which was affected by widespread strikes in the coal and steel in-
dustries {otaled 583,913 cars, according to the Association of Ameri-
can Railroads. This was an increase of 9,685 cars, or 1.7% ‘above the
sreceding week. Tt presented, however, a decrease of 329,044 cars, or
36% below the corresponding week in 1948, and a decrease of 370,236
cars; or 38.8% under the similar period in 1947. :

‘Railroad officials expressed surprise over the 9,685-car increase
in freight loadings in the week ended Oct, 15. They didn’t expect
them to be quite so high. They said, however, that loadings. will
probably rémain about the same in all categories for the next two
weeks, except for miscellaneous loadings, where the steel. strike' is
:xpected to reduce movements of finished goods. Coal loadings will
probably continue at their same low level, and rail men foresee little
change in grain shipments for the remainder of the month.

ELECTRIC PRODUCTION CONTINUES UNDER 1948 LEVEL
. FOR THIRD WEEK : :

Electrical production for the third time since the week of Aug. 3.
194§ showed a decrease when compared with the corresponding
veriod in 1948. The amount of electrical energy distributed by the
electric light and power industry for the week ended Oct. 22 was
estimated at 5,417,877,000 kwh., according to the Edison Electric In-
stitute. This represented a decrease of 62,858,000 kwh. under the
preceding week, 121,608,000 kwh. lower than the figure reported for
the week ended Oct. 23, 1948, but 454,061,000 kwh. in excess of the
output reported for the corresponding period two years ago.

AUTO PRODUCTION STEADY TIIE PAST WEEK

According to “Ward’s Automotive Reports” for the. prst week,
motor vehicle production in' the United States and Canada held
steady and amounted to an estimated ‘145,132 units compared with
146,566 units (revised) in the .previous period.

“A bleak Christmas faces the automotive worker, as steel stock-
piles melt below the danger point,” Ward’s reported. “Even with
settlement of the steel and coal strikes next week, industry-wide
shutdowns could be expected until production lines are re-stocked.”

Ward’s stated that Chevrolet is expected 1o be the first General
h;lqt};)rs passenger- car section to be cut back on account of the steel
strike,

The total output for the current week was made up of 119,660
cars and 18,072 trucks built in the U, S. and 5,192 cars and 2,208
trucks in Canada.

BUSINESS FAILURES ADVANCE ABOVE LIKE WEEKS OF 1948-47

Commercial and industrial failures increased to 181 in the week
ended Oct. 20 from 172 in the preceding week, Dun & Bradstreet, Inc.,
reports. Casualties were considerably more numerous than in the

‘comparable weeks of 1948 and 1947 when 124 and 75 concerns failed

respectively,  Despite this rise, failures continued well below: the
prewar level of 277 in the similar week of 1939.

Wholesaling ' and " construction aecounted principally ' for the
week’s increase, ‘while manufacturing casualties were almost . un-
changed. Declines were the rule in retail trade and commercial
services. -All industry-and trade groups, except commercial services,
had more failures than a year ago with the most noticeable rise oc-
curring in construction which had more than iwice as many failures
as a year ago.

The Middle Atlantic States reported an increase in casualties in
the previous week. This increase offset the declines which occurred
in the four other regions during the week. All areas except New
England reported more failures than last year; the increase from
1948 was sharpest in the Middle Atlantic, East North Central and
South Atlantic States.

FOOD PRICES INDEX SHOWS FIRMER TREND IN
LATEST WEEK

Although movements were mixed, there was a firmer trend in
some leading food items the past week which outweighed continued
easiness .in others and the Dun & Bradstreet wholesale food price
index for:Oct. 18 rose slightly to $5.58, from the three-year low of

$5.57 récorded a. week.earlier:+ ~Thé¢&rrént ‘level'represents ‘a drogy
of 13.9% {rom the $6.48 of a year ago.-. . :

WHOLESALE COMMODITY - PRICE 'INDEX AFFECTED BY
"+ . CONTINUED EASINESS IN FARM COMMODITIES

The Dun & Bradstreet daily wholesale commodity price index
moved slightly lower the past week as a result of continued easiness
in farm commodities.” The index finished at 241.71 on Oct. 18, as
compared with 241.94 a week earlier, and with 274.13 on the cor=
responding date a year ago. g ) 1

.~ ' Grain markets continued to be unsettled and prices worked
.. steadily lower during the week, reflecting continued uncertainty -
over farm price legislation and the expanding movement of new

crops, B ) .

".The decline was especially pronounced in the cash corn markef;
where demand from elevator interests fell off sharply in the faee
of an increased movement .of both old and new corn.

- ooone nara. wheat ‘bakery nours were quite active lask
week, but new bookings continued at a slow. pace.
: Hog values sank to new low ground since OPA controls were -
lifted in October, 1946, influenced by the continued heavy Falk '
' run of live hogs to Western markets.:" - ' ! o e - Jn

On the other hand, choice fed steers advanced to new highs for
the year as receipts again fell below trade requirements.  Lard prices
beld quite steady, aided by liberal hedging against sales o the:
government, ; A :

‘Coffee and cocoa prices continued to rise, due largely to unfavor—
able rrov, news from producing areas. ;
"~ “Cotton prices continued to'move in a narrow range with finak
Quotations down slightly from those of a week ago.. Following some:
iiquidation resulting from the larger-than-expected government croge
forecast issued recently,.the market showed a steadier. tone, ‘aideds

‘| by moderate mill buying ‘and hedging against- sales. of. cotton, goods,.

- Another_supporting factor was the fact that daily ‘domestie. | .
consumpiion of} the s&aple_ appeared to. be holding up wetl. B D e
" September: consumption, according to a preliminary. estimate by

the New: York- Cotton: Exchange, totaled about. 695,000 bales, . am _ .

against 664,000 during August and: 739,000 in September - last year.

The September consumption was equal to approximately 32,000 baless .. -

per working ‘day. - This indicated a better than seasonal gain oves~
the daily ‘average for ‘August .of 28,900 bales, and compared. withm
34,000 in September, 1948. :

RETAIL AND WHOLESALE TRADE HOLDS SOMEWHAT UNDER.
. VOLUME OF YEAR AGO. . . : S g o
There was a moderate dip in: total retail sales in' the periad
ended on Wednesday of ‘last’ week with consumer:spending. some~
what below. that of the’corresponding week a year ago, according
to Dun & Bradstreet, Inc., in its review of trade. - Noticeable declines.
in the 'buying: of luxury items in ‘some industrial areas were partialky
offset by an. increased consumer response to namerous Fall: proe
motions in ‘other- localities. Sk g :
Retail apparel volume last week was moderately below that of
the preceding week. : 2 :
There continued to be a substantial demand for Fall apparel,
tut the seasonal interest in Winter merchandising was some- -
what hampered by unusually warm wecather in many parts of -
the country, : RER
The demand. for-women’s wear declined more than the demand
for men's suits and coats. ; : :
Consumers. bought slightly less food the past week than in the:

]

previous. week,  The demand for canned food,  especially. fruit, . .

remained «steady .at a high level. Interest in' fresh vegetables and
dairy products declined moderately. The purchasing of meat, espe—
cially the less expensive cuts, was sustained close to the high levek
of a week ago. There was a noticeable rise in the retail dollas
volume of coffee and cocoa.

Retailers sold about the same volame of home furnishings as
last week; total sales this week were slightly below the level for
the similar period a year ago. Television equipment and housewares
were - large ‘selling items.  The interest in bedroom furniture rose "
appreciably following numerous promotions.

Total retail volume in the period ended on Wednesday of last
week was estimated to be from 8 to 12% bhelow last year’s leved,
Regional estimates varied from the levels of a year ago by the fol=.
lowing percentages: o 4

New England and Pacific Coast 4 to —8; East and Mid-
west —10 to —14; South —6 to —10; Northwest —3 to —7; and
Southwest -—8:to —12.

Wholesale order volume continued to rise in the week, but at a
slackened pace in comparison with recent weeks.  The dollar volume-
of wholesale commitments remained moderately below the high levek
of a year ago. | :

Reflecting faltering retail sales in some areas, wholesale apparek
orders leveled off last week ‘with some cancellations reported.

Department store sales on a country-wide basis, as taken from.
the Federal Reserve Board’s index for the week ended Oct. 15, 1949,
decreased hy 13% from the like period of last year.. In the pree
ceding week a decrease of 11% (revised) was registered below the
like week of 1948. For the four weeks ended Qct. 15, 1949, sales regis«
tered a decrease of 10% from:the corresponding period a year agg
and for the year to date a decline of 6%. 1

Retail trade in New York last week showed little improve- -
ment from the like period a'year ago due to high temperatures,
which were not conducive to the sale of seasonal goods.

According to the Federal Reserve Board’s index, department
store sales in New York City for the weekly perioq to Oct. 15, 1949,
decreased by 18% from the same period last year, 'In the preceding
week a decrease of 11% was registered below the similar week off
1948. For the four weeks ended Oct. 15, 1949, a.decrease of 12%
was reported under that of last year, For the year to date volume
decreased by 8%. e

% i %

. NOTE—On another page of this issue the reader will find the ~
most. comprehensive. coverage of business and industrial statistice
showing the latest week, previous week, latest month, previous year,
etc., comparisons for determining the week-to-week trends of con—
ditions, by referring to “Indications. of Current Business ‘Activity,™
a regular feature in every Thursday’s issue of the “Chronicle.” ,
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" Must Meet Socialist Trend Head On!

(Continued from page 13)
supplies to  consumers and to
make recommendations.

The report was presented to
Parliament by the Minister of
Fuel and Power in December,
1945.

The Treport makes very  in-
teresting reading. About two-
thirds of the gas supplied was in
the hands of companies and one-
third in' municipal’ hands. ' The
committee quotes with approval
an earlier report recommending,
of all things; integration through
holding company control. I insist
that I am merely quoting a re-
port of His Majesty’s Ministry of
Fuel and Power, The reason given
was that, and I quote, “A parent
company, having conirol over a
number of companies, including,
if possible, at least one well-estab-
lished statutory gas undertaking
to act as a nucleus to the organ-
ization, seems to us obviously
better able to raise capital on ad-
vantageous terms than a purely
local undertaking whose shares
offer no particular attraction on
the money market outside its own
locality.,” Elsewhere, the report
mentions the fact that Parliament
had- imposed on - companies—I
quote — “a’ number of controls
which . .. have had the effect of
inhibiting development.”

What happened? - As a result of
the report and the Labor Govern-
ment’s program, the industry was
nationalized. . The investors, to be:
sure, were paid in bonds, which
have since depreciated sharply
and, in many instances, the basis
of establishing the value was
challenged because security prices
reflected the uncertainties of the
situation;. In fact, the bonds re-
ceived in exchange for railroad

and electric securities have -also.

fallen. in. price.. One of the rea-
sons was the fact that, since in-
vestors obtained a much smaller
return than they formerly re-
ceived, they sold  their govern-
ment securities. I cite this ex-
perience for two reasons:

(1) It shows the inevitable
tendency, unless. checked by pub-
!ic opinion, toward over-central-
ization. Having hampered the in-
dustry in the first instance, the
remedy recommended was com-
plete elimination of private own-
ership.

(2) The welfare state leads to
roads far from the plan made on
national blueprints.

I daresay that it was intended
to deal with investors fairly, but
!h_e government did not admit the
injury of a steep cut in income
and emphasized the maintenance
of ,capital values. But  capital
values melted away as the flood
of new government issues suc-
qeedp,d one another and investors
liquidated in an' attempt to.im-
prove: their income, The damage
done cannot be undone. The eggs
cannot be unscrambled.

I, for one, cannot imagine Clem-
ent Attlee or Sir Stafford Cripps
in the role of continental dic-
tators. I believe they are sincere
men with good intentions. The

false logic of their premises sim- |-

ply has the most illogical conse-
quences. An industry is behind
in equipment, is clogged with
agreements that stifle competition,
a labor union philosophy which
is- more- restrictive, and a tax
system which admittedly deadens
initiative—and the recommenda-
tion is further nationalization! Af-
ter admitting that a new environ-
ment was necessary to promote
investment, the Labor Govern-
ment came up with an increase
in taxes on business earnings. The
engine of state does not seem to
be able to reverse itself.

Your industry seems to be free
for the time being of the threats
of general municipal or public
ownership. Several municipalities
which own their transit facilities
are none too happy. The public
has learned that acquisition of
public ser}’/i,ces by cities or public

RGN L ¥ i ;
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agencies does not work miracles
in improved service or end the
truth: of simple arithmetic in re-
spect of operating costs and re-
ceipts.

. Must Meet Socialistic Trend:
Head-on

We are not free from the dan-
gers: illustrated by  British de-
velopments. The trend toward' so-
cialization' has- to- be: met -head-
on to be resisted successfully.
Otherwise it is -quickly found
that, having taken the first step;
the' second, the third: and so: on
down the. line are inevitable.
There' is more than oner road' to
the lack of well-being in the wel-
fare state.

Expansion of RFC

Having served as a member of
the Board or as Chairman of the
Reconstruction - Finance Corpora-
tion for a period of eight years, I
have a certain affection for the
institution and concern for' its
reputation. What I say is in no
way personal. The evolution ot
RFC, its request for additional
authority . and recent policy re-
garding business loans makes me

.wonder at the complacency of

business.

You: will recall that the Presi-
dent, in his Mid-year Economic
Report, recommended the enact-
ment of legislation to extend the
maximum: time limit now fixed
by law on the maturity of loans
to business made by the RFC to
permit the Corporation to extend
financial assistance to business
enterprises which are economi-
cally sound but which  require
long periods of time to develop
and. produce earnings that will
permit amortization of debt. Pur-
suant to this recommendation, it
is proposed, in a bill now pending,
to increase the limitation on all

business loans; including loans to |

railroads and loans. under the
Housing Act, loans to the Federal
National Mortgage Association,
public-project  and catastrophe
loans, from $2,500,000,000 to. $5,-
000,000,000, There are $1,100,00,000
of loans made prior to June 30,
1947, which are excluded from the
present limitation so that the bill
would double the lending capacity
of the Corporation. . )

I'want to center my remarks on
the business loans and I prefer to
deal with questions of ‘principle,.
not particular loans. The develop-
ment of business-lending activity
of RFC, as pointed out by the
Hoover Commission, shows a
gradual relaxation of standards.
Created in January, 1932, its first
authority to make direct business
loans' was enacted into law 'in
June, 1934. Business loans were
permitted to 'be:made directly
only if all of the seven conditions
were met. These conditions re-
lated to the security for the loan,
size, maturity and, among other
things, provided  the borrower
must be established, solvent and
must have been unable to obtain
credit from ordinary sources at
prevailing rates.

I do not intend to tire you with
the details of the Corporation’s.
expansion, which began less than
six months after the first au-
thorization. ' The $500,000 limita-
tion was eliminated and the ma-
turity limitation was extended. to
ten® years, later to be removed
entirely. Now, in the mid-thir-
ties the economic machine was
still: stalled and there was. some
excuse for legislation of an
emergency character. The emerg-
ency has become only a memory.
Yet, in 1947, a change was made
with respect to the requirement
that credit not be available to
RFC borrowers when it could be
gbtained from ordinary sources at
prevailing rates. The Corporation
was empowered to make loans to.
any borrower who could not ob-
tain credit from other sources on
“reasonable terms,” which is em-
.botIJi(ed igithe prgsent law. The
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present Act, in its preamble, di-
rects the RFC “to encourage small
business.” The Hoover Commis-
sion paid tribute to the useful and
necessary funection of RFC in the
days of the depression, yet recom-
mended’ that the Corporation be
placed in liquidation: at the earl-
iest convenient date.

I am: fully aware of the plight:
of small’ and .mediunmr size busi-
ness, but I' do' not believe their
capital’ problem- should be solved
by a. .government .corporation.
More recently the defense of ex~
tending - RFC's- activities has
shifted from' a basis that relates
{o the needs of small and medium
size ‘business to- a basis that at-
tempts to: justify: the making -of
loans vaguely defined as in the
national interest and for the pur-
pose of maintaining employment
'in a-locality threatened: with un-
employment by . the' impending
failure of a business enterprise.
The: prospects.-of loans ' of this
‘character led Senator J. W. Ful-
‘bright of Arkansas, a Democrat
‘and. Ceairman of the Senate: Sub-
committee of the Committee -on
Banking ' and Currency,  which:
‘held hearings. on RFC a few
months ago,.to comment in evi-
dent alarm, and I quote: .

“To me it is completely wrong
when we have a relatively high
period . of prosperity for you
(RFC)-to enter a specific position
of- preventing local  failures and
local unemployment, because the
best time for the readjustment of
a failing business is under those
‘conditions. = These people can get
employment other places, but you
keep these businesses. alive until
they get "into” a ‘real depression,
'and then they have’ to  fold-ify
'they are weak, which. they prob-
‘ably were, Then you have added
Ifuel to the fire)” "And I continue
ito quote: Fiiprk
“Here is a national agency set
‘up. by the Federal Government,
financed by the taxpyers’ money

say that by publie interest .is
‘meant a little community of three.
'to four thousand people, there is:
simply no limit to- their- duty to
‘interfere with what I call the nor-
‘'mal function of a private enter-
‘prise system. Otherwise, you are
‘going to be justified in ' going
into every ' situation, which I
think is close to being socialism,
if you want to use that terrible
word. I mean the government is
taking over and bailing out and
freezing the free play of a free-
enterprise system.”

Must Solve Problem. of Venture
Capital

I would not be misunderstood.
For a long time I have been talk-
ing about a shortage of venture or
ownership capital. The way - to
solve the problem: is through
changes in. the Federal tax struc-
ture, not through a government
lending corporation: -I have not
commented on.the Hoover Com-
mittee recommendation that the
Federal Reserve Banks be author-
ized to guarantee loans te- busi-
ness enterprises made by finan-
cial institutions. ' I indorse this
proposal, I indorse it for what it is
worth as a constructive' measure,
but: of limited value asi a means
of supplying enterprise funds.
Borrowed ' funds - are one thing,
ownership capital another.

The soundest, most effective
way to move more: money into
equities. is by removing the ob-
structions from.the: Federal Gov-
ernment’s tax .structure. These
is no dearth' of savings and, now
that fears of a tailspin in business
are subsiding,. I, for one; do not
believe American investors are
indefinitely committed to shel-
tered investments.

In reading the advance sum-

on the public utility industry’s
expansion program,.I noted with:
zreat interest this : observation,

and I quote: “While a fairly good

‘from  all “of the country.:-Now, |
-ers-deranding: stimulative: prices

ployment are high,

mary of the Association’s report|

demand. for bonds. existed in.-re—
cent years, the market for equity
securities: has. not beén encour-
aging. The result. was a substan-
tial decline in the percentzgge of
new common stock issues in re-
lation to- new debt issues.”

I think it was just a little over
a year ago that the then Chair-
man of the Securities and Ex-
change Commission; at your an-
nual convention, also: commented
on the fact that the bulk of new
finaneing: in. the gas. industry had
.been accomplished: through: the
issuance of senior’ securities.

Your report goes. on to say,
and 1 again quote: “This: lack of
balance between debt and: equity
financing has caused consider-
able concern. not only to. managz2-
ment but also to regulatory. au-
thorities. It has. been due partly
to. an. apathy on. the part of in-
dividual investors; induced: partly
by their impression that earnings
are too low. or too uncertain,
and to limitations on. the: invest-
ment of institutional funds.” End
of quotation.. I ‘would add em-
phatically. that the. fundamental
cause of the imbalance between
debt and equity ' financing  is

"taxes. Your committee probably

took it for granted that this is
so fully understood: that repe-
tition is  unnecessary.. I should
have liked to see taxes included
whether their influence was dis-
cussed. at length or not.. 3
Continuing to make changes in

.interest rates-on borrowed money

or - adding; to -the government’s
lending activities, or . creating
public authorities will niever pro-

duce: the' results' so- desperately

.wanted.- The way to release: en-

ergy and inject a dynamic qual-
ity into investing is by the kind
of alterations in the tax structure
that were set out in a study,
“Jobs. and- Taxes,” which the
Stock Exchange . recently . pub~
lished. ;

Let me repeat what I said: las!
June at the general management

ccnference of the American Man-

agement Association. -
“Squeezed: between- institutions
al changes of a deep nature and
a: . hostile: tax . strueture, owner-
ship savings urgently need. real-
istic ~treatment. When farmers
were injured by forces of a gen-
eral character in relation to- the
conditions affecting the rest of the
country, farm parity was devised
10 correct the .situation; when
legislation lagged - behind eco-
nomic. forces and. lakor was. at a
disadvantage, labor was. granted
the _equivalent of parity . treat-~
ment. Ownership; which lies- at
the. base of the whole ‘economic
structure, is.threatened.. The situ-
ation must be corrected. What I
am striving for, in efiect, i;
merely. fair treatment for owner-
ship-in so far as the extraordinary
fiscal situation will permit. For=
tunately, - strategic. changes -can
be made- that will. help activate
slagnant pools of existing funds
and energize current savings. But
these changes cannot wait. . . .”,
Equity for equity- capital is th?
slogan 'in this venture capitat
campaign. I ask that yocu - jein
with me in the interest of the ma-
tion’s continued well-beirg.

Government, Business and Labor

-+ Must Work for

(Continued from page 8) .. :

cally venturesome . re-examina-
tion of their practices of account-
ing and their theories. of prie2
making.

..1-am uneasy when I see farm-

whilst--government ‘- accumulates

.gigantic  surplus holdings, pays

subsidies - out of federal deficits,
and ' imposes production allot-
ments and marketing quotas.

I am not happy- either when I
see government slipping back info
deficits as a way of life in a pe-
riod when production and em-

putting its-fiscal house: in order
and husbanding. reserves to sup-

instead of |

Common Good

port the -economy if less. prosper-
ous: times overtake' us. ;
In sum, if we'are to: maintain
the march: of economic progress,
we *must, individually and:.--as
groups; in private business: and'in
polities;~-display ‘-industry, ' pru=
denee; and “self-discipline, récog-
nize that we can’t get more out cf
the-economic system. than we put
in, that collective bargaining i
good faith and: on' solid facts: is
the road to a workable distribu~
tion of total product, and tha%
monetary. and fiscal tricks have
no power of magic but are a slip-~

'‘pery road to misery.

Expresses Faith in Private and Public Agencies.
And Opposes Theory of Perpetual Boom

In a panel discussion. of the topic “Can Business and Government
‘Get Together to Maintain Prosperity,” held by the Associate Member-
ship of the New School for Social Research in New York: City, Friday;
Oct. 21, Dr. Nourse: stated his: confidence in “Flexibility” rather thar

. &

in ‘the rigidities of planning.

“Let us look at the Jlast two
words of the question, the words
which define the objective. Does
‘maintain’ [prosperity] mean as-
sure by formal and effective con-
trols?” said the Economic Chief,
“or does it mean that prosperity
would flow. as the natural result
of properly: designed institutions
and intelligent = and self-disci-
plined . practices? Personally, I
place my confidence in the flex-
ible second method rather than
in the rigidities of implemented
planning. . The Employment. Act
of 1946 is devoted to the goal of
sustained high production and the
abundant consumpticn that goes
with it.  But this does not. imply
maintaining prosperity at.a sus-
tained peak level. Rather, it
means developing “know-how” ‘o
safeguard it against serious lapses
into depression and waste of pro-
ductive power.”

“This largely defines. my con-
cept of prosperity,” Dr. Nourse
continued. I take it in:the- prac-
tical sense that we hope-tomain-
tain' high ‘production through the

complementary action of private
and public' agencies of business.
It- “means non-depression - and
anti-waste througn: idle plant and
jobless workers; not a perpetual
boom or chronic inflation.

“To summarize; I believe it is
entirely within the range of tech— -
nical = possibilities ‘for private
business agencies and government:
agencies so; to conduct their’ mu~
tually related -activities that we,
may have sustained high. levels.
of production and,-hence, of con-
sumption. - I do not think  this
prosperity could, in a. dynami¢
world, be kept to any unvarying
theoretical maximum—a perpet-
ual sprint. But I believe the
weakening excesses of booms and
the wasteful paralysis of depres~
sions can be reduced. to moderate
readjustment ups and. downs.”

* With J. R. Williston

- Reuben J. Rossis with J. R.
Williston --& Co. 115- Broadway;
New York City, members. of the
New York Stock Exchange.
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' ;f,;The'_ Rallroad Picture

(Contmued from. page*ll)

ironicaily; a good portmn of the
Tailroads’ tax money goes to build
and maintain the highways.
. The fact remains that.the total
{axes paid by the truck industry,
which is' their sole cost for use
of -right-oi-way, averages ‘about |
5% of .gross revenue. The main-
-fenance : cost of . rights-of-way,
plus taxes,. on - the . railroads
waanges: from :18% -to. 22% of :gross
‘revenue, ‘and ‘thiz does ‘mot take
Jdnto‘acecunt:their original invest-
Joent in right-of-way.

You and I, as individuals, and
Lour companies,  pay . taxes' as-a
~contribution. to good government,
‘good " schoois; - and good ' public
‘properties;” Beyond -thatl;, we ex-
‘pect no ‘other return. The:trucks,
-airlines and ‘waterways pay taxes
‘in’ return for which -they “expect
-and -demand ‘the -use ‘of - vast, ex-
pensive public-owned . facilities
with ‘which to do‘ business- in'
‘competition ‘with the- railroads..
Anyway yvou look- at. this picture;
‘the * railreads: are’ -placed in -an.
-unfair -disadvantage in ‘their ef-
-fort- to operate their ‘plant as a
self—suctammg, free ‘ enterprise.

* I wonder ‘what. your reacuon
would be if a henevolent govern-
‘ment would come alonz and build
‘a big, modern lumber yard across
‘the street from yout place of busi-
. mess, and then permit an operator
" "to occupy 'this yard for, a token’
"fee, with 'no. real ‘estate”taxes te’
‘pay, to do business in competiti
with you, At the same’ time ‘thé]
government would fxx your prices
and regulate ‘'your ” operatmns
while the. operator~across :the
sireet was left free to-do businéss|
as he chooses —  and ‘he*could
aundersell: you -because- he -had: 2’
wvery low .operating expense, I
- ‘think you would have every right
1o raise your woice in protest-=
4and ‘yet, gentlemen, that is an-apt
-illustration . .of - the situation the-
railroads. are -in today, withfine
Aighways, - magnificent airports,
and waterway channels built and
paid for. by .the. taxpayers:.-and
made available at. lltt}e *cost to
our competitors, - ;

Danger. of Government .
* Ownership

One thing is:certain — if and
avhen-the railroads are unable -to
function . as  private enterprises,
the government will take .over
thelr operations. If that happens,
‘the trucking industry, and .other
forms of trarsportation, will soon
‘follow. And the cost of all trans-
jportation. would go. up . .imme-
diately, because government. op-
eration -would be inefficient, and
you and other business men
‘would have to .assume the huge
tax bill now paid by the rail-
.roads — the government pays no
taxes. ;
. If present policies and strait-
jacket regulations ‘are continued,
ihe railroads are headed directly
{or government ownership, which
would be a’ first step toward so-
. seialism ir+this country. Railroad
management  cannot alone stave
'off this tragic end, .and there is
wital need today  for a public
- awakening to the dangers.that be-
set -the railroad- industry. We
snust see a greater public appre-
ciation of the value of the rail-
roads to the 'economic health of
the nation, for it is the public,
in the last analysis, who must de~
termine if the railroads are to be
permitted to function -as private
and thriving ' enterprises.  From
the puplic must come the relief
that is~ necessary  to -assure  a
healthy railroad’ industry. -

Relief Must Come from

Equitable Laws- \

This relief must come in the
form of equitable laws which will
place the railroads-.on . an -equal
footing with competing agencies
of transportation, ‘Railroad -man=
agement, 100, must be given pre-
rogatives to exercise judgment in

the ‘operation -of theu' propertles,‘
row denied to thém to a great ex-|

-Itent  because of “strict  govern-!

mental regulations.:~There must
be:a flexibility in ‘the matter of
rates 'and other operating prac-
tices, ‘as’ there is in other indus-;
tries, so the railroads may quick-
ly ‘make ' adjustments to meet
changing ‘conditions .and cc'npetl-
tive :situations.

I believe ‘every: shlpper oE
freight—every :business and civic
leader—must © ‘determine’ to  his
own . satisfaction - whether or not
he feels ‘that the. railroads, as
‘private, self-sustaining enter-
prises, are a valuable asset to the
economic health and:v-well—being
of the nation. If-he is conyvinced.
of that fact, then he must, for hls
ocwn’ good and eventual proflt
support the industry.

By 'using transportation servZ
ice that could not be economically
justified’ *'on a . self-sustaining
basis, a shipper is net -only” adds
ing to his'own tax:burden, but he,
is withholding ‘the support needed .
by the ‘railroads to -effect econ-

‘{omics-in operation - which' would

eventuaily permit them to lower
freight charges.

The' railroads are designed to
handle volume ‘traffic, and . a
greatly increased trafflc load can
be: . carried ~without appreclably-
“increasing operating costs.”An in-
reased; traffie load on the rail-
‘roads today -would -provide the
quickest means for 1owermg
}frelght charges. : i

“An  encouraging  sign. on the
Torizon: is the.trend that canhe:
noticed ‘that the public is becom-|:
ing aware of the critical situation
confronting the railroads. Recog~
nition .is being given this subject
-editorially by the metropolitan
-press, by economists and writers,
and. by Federal and state gov-
ernment - officials.
the:President of the United States
have :instituted ' studies ' of the
transportation situation. It is to
be: hoped 'that the public attitude
and: the result of. these studies
will bring.about,; adjustments  in
transportation policies that will
place the railroads on a fair and|
equitable basis in the transporta-
tion picture,

Railroads Have Made Progress

Notwithstanding = present - day
handicaps, the railroad industry:
has made notable progress in the
practice  of operating . efficiency
and in the adoption of techno-
logical improvements. These are
evidenced in the improved oper-
ating efficiency, faster schedules,
new and modern equipmentt-and
the adoption of diesel power. We
on. the Katy Railroad have great
faith in the future of Texas, and
we are adding to our fleet of
diesel locommotives, and otherwise
improving our properties and roll-
ing stock, as fast as our earnings
will permit. There are, however,
possibilities for many additional
improvements, througn the acqui-
sition of more and better equip-
ment and facilities. Most of thess
require substantial capital invest-
ment, and progress in this respect
is restricted because of low earn-
ings and. the hesitancy of venture
capital to invest in railroad se-
curities.

I told you that I felt the rail-
road industry had a bright future.
I 'do sincerely believe this, and I
am’ especially optimistic regard-
ing the Katy Railroad.

I say this because I believe that
the American principles of fair
play will eventually prevail, and
because I have confidence in the’
abilities and ingenuity of railroad
management and railroad work-
ers. So far as the Katy Railroad
is concerned, we are indeed for~
tunate that we serve this rich cor-
Tider- of- the - Great Southwest,
wherein I believe lies the bright-

est -prospects for continued indus-
trial and agricultural growth. We

Congress and|

want only the opportunity to grow

i| with you, and-to be able to keep
| our plant and.equipment in mod~

ern condition so as to give you
the most efficient and the most
economical - rail transportation
service that can be produced. The

. Katy’s. more .than: 10,000 em-
| ployees want to be good, respon-

sible . citizens -of the Southwest,
and they want to continue to work
with you and for you for our mu-

tual benefit.

That, gentlemen, is the story 1
came here' to tell you. As 1 :said
at the beginning of my remarks
—I hope you will find yourself in
some agreement with these views;
and I-hope I have given you some
enlightenment on my subject. At
least, if I have given you some
food for thought on a subject

which I feel has a vital bearing

on your own welfare; on the wel-
fare .of the railroads, and on the
welfare of our nation, I shall be

‘] content.

‘Devaluation and Prices

(Continued from page 15)

my country was about as desper-
ate .as ‘it has recently been in
England.:And President Roosevelt
crossed -up’ ~our  representatives
who were. -attending = a . World

‘Ftonemic” Conference in London

Alioaes annelmcmg that, ‘“The United

/1 States'*seeks the kind of dollar

which;~a .generation . henee, - will
have the same purchaSmg power
‘and the.same -debt-paying power
‘as-thedollar' value we hope to
“Attain «in  fhe ‘near future.” In
-gthef words,~we set out in 1933

‘toadjust -the value of the dollar.

Wé”plimked - for economic” plan-
ning’ and currency. management.
. Well we-are. nearing the ‘gen-
eration hence”; so, we have an
opporfunity:now to take a look
-at theurécerd. In order to manage
the valug*of the dollar, it neces-
sarily had«to'be cut loose from
any standard - that would :limit
such - activities -and . operations.
Gold ‘was ‘that 'standard; it was
valued at $20.67 per ounce, and
every dollar was -backed by a
definite number .of grains -of Zold.
“*mOut of the window '‘went that
restrictive -standard on ‘the value
‘of the dollar—and  withr it, went
the -limitations on government
horrowing, government spending,
and government debt,

Substituting Fuzzy Theory for
. Tested Policy

I won’t attempt to ‘explain in
simple language .the gold stand-
ard-for money-and ils cperations.
I will ;pass on ‘to something easy
i~which is, that no one can ‘ex-
p‘lain the procedure for manag-

‘ing currency-:values without any |

standard,: . because -that ' substi-

‘| tutes a fuzzy- theory for a tested

policy, ‘and it must ‘be played by
car as conditions develop, instead
of following -a: definite program.

‘Gold, as a standard for meas-
uring currency values was not a
fuzzy theory; it was simply a rec-
ognition of the fact that gold was
best for' the ‘purpose-—ornamental
and easily worked it was rela-
tivety' *scarce, practically inde-
structible; and it has a weight-to-
bulk ratlo that makes it easy 1o
‘store or hoard.

Of even greater importance is
the general acceptance of gold as
the most precious metal, from the
time of the Pharaohs to present-
day “gold-diggers,” making it
both by specification and by us-
age the best medium of exchange.
But  being ‘soft, -gold coin lost
weight. when continuously han-
dled. So; governments took it in
and issued certificates of deposit,
representing so much gold. Those
certificates were convertible into

 gold on demand, making thern

gcld-backed currency certificates,
which we call money.

1f ‘a dollar would get you 15
grains of .gold, -and if a pound
would get you 60 grains of gold,
a pound ., (£). was freely ex-
changed or -cdnverted, anywhere
in the world and the rate was
4-for-one in dollars.

We kicked that system out of
the window in 1933, and made all
‘currency ‘and - coin wsued by the
.government legal ‘tender.  We
made it illegal to-own gold.

We increased the price of gold,
1oo—from $20.67 -an-ounce to $35
an ounce—and we reduced the
gold weight of the. -dollar about

40%, g

Treasury a neat profit of almost
$3 billion.

As I say, we got into the game
early, and our alchemists and
soothsayers thought they ‘had
found that ancient dream of
something-for-nothing — presto,
brass becomes gold! Bingo, $3
billion out of thin air!

‘But remember, the objective of
that Currency Management op-
eration ‘we kicked ‘off in 1933
was ‘to give ‘the Dollar—Old E.
JPluribus ‘Simolcon — the ‘same
purchasing ‘power and “the -same
debt-paying power a generation
hence-~that ‘is ‘now.

The Deollar Purchasing
Power Decline

Fortunately ‘we have an index
to measure that statistically, the
old Irving Fisher-Index, of the
purchasing ‘power ‘of ‘the dollar
in wholesale commodity markets,
It uses 1926 -as .par, and it has
been published /in our “Bulletin,”
so ‘we have the complete range
of ‘the purchasing ‘power of - the
dollar published in our “Bulletin”
for over 20 years.

In March 1933 that index was
178. As you know that was in the
the' depth of ‘our serious @epres-
sion; we were very much demor-
alized and commodity prices were
lower than the basement. So that

'| the purchasing power ‘was 178.

On Oct. 11;, 1933, however,
when things had recovered some-

what, the purchasing power of the |

dollar- was: 141. .In October 1939
and 1940 it was 120.. Now we find
that index at .62, about half of the
1939 and 1940 figure: In fact, the
1935-1939 average -for that index
was 119.4, practically 120, and that
period is now very generally used
as par for index purposes in our
country.

If you purchased a U. 8. bond
in 1939 for $75, and held it to ma-
turity, it paid you $100 this year,
or 2% % a year on your-invest-
ment—that is our standard gov-
ernment savings bond rate. So, go
out and try to spend that hundred
dollars, and you will find it buys
about 60 dollars worth of goods.
So you have actually lost 1% %
a year in.purchasing power on
the 10-year loan to the govern-
ment.

Another practical 1illustration.
In 1936, we passed a ‘Social Se-
curity Act, and this month we are
increasing the Benefit Allowances

from 70 to 80% to cover the loss

in -the purchasing power of the
dollar in one generation.

Now don’t get me wrong. I am
not blaming President Roosevelt
or any of our political leaders for
any loss in .purchasing power,
caused by ‘War-Boom Inflation.
My poirit is ‘that our econemic
technicians have completely failed
in their attempt, just as other
alchemists ‘and soothsayers = did.
We have probably had the most
uncertain and most unstable con-
-ditions in the history of the world,
and - in- my estimation we are

‘heading into more of the same,

-and -our eventual hope for salva-
tion lies ‘in a return to a fixed
permanent '~ standard  currency
value as a medium of exchange,
How can - International Trade
expand ‘when we must buy and
sell ‘at price in effect at time of
delivery, ‘payable in ‘currency
values in effect at that time? The

iving the United States!'dollar is now the currency stand-

ard of the ‘world, and it has no
fixed standard value It is like
that girl that went nowhere with-
out"a chaperon€, but she had a
chaperone that would go any-
where,

Who can  foresee or forecast
conditions accurately" Can our
experts. see what is coming and
plan for it? Did they at Teheran,
Potsdam, or Yalta, or.at any of
the Economic or Monetary Con-
ferences?  As the “London Econ-
omist” says, “They are too expert
to have common sense enough to

‘| know ithat no one can be so ex-’

pert.”.

‘What Devaluation Has Done

In fact, devaluation has only
reduced prices of products and
commodities in international trade
which = competition Supply-De~
mand compel the supplier to re-
duce. It'has compelled split prices
—one for domestic use, one for
export. The export price is fixed
by competition or currency - ex-
change value, whichever is higher
or lower, and neither the buyer or
seller, as we know them, controls
the -exchange rate. The govern~
ments do that.

Gold has a value of $35 an
ounce ‘in-the U. S. A. ‘Africa
wanted ‘us to raise -it, .and our.
Treasury refused to do so. Africa
can now sell gold to us at $35 .an
ounce, and -spend ‘those dollars in
England at $2.80 'for the pound
instead of $4.03. So if Africa does
business for England with those
dollars, the devaluation iof Brit-
ish currency ' gives ‘them 30%
more for their gold for purchases
in  British .markets, where will
‘Africa buy?

England-revalued currency, but
she has not changed the extrava-
gant policies, the -obligations, the
wasteful ‘and inefficient practices
which ‘compelled the revaluation
of “the pound (£). So nothing
‘has ‘been ‘cured or corrected.

International trade' cannot be-=
come stabilized ;until we' get a
fixed -convertible medium of ex-
change, so prices can be figured by
arithmetic, and are not subject to
management, -abuse, or -mistakes
by our alchemists and soothsayers
throughout ' the ‘world. Perhaps
the financial crisis, which has

| only ‘been postponed, will bring

a realization of that fact, and an .
honest attempt to meet it, Let’s

 hope,

In 1924, just 25 years ago, a

{ellow by the name of- Lenin

wrote that some day we shall
force the United States tc spend
jtself into. destruction, and it

[looks. like that is Russia’s ssecret

weapoll, perhaps more .dangerous
than war and more effective than
the atomic bomb. Certainly Eng~
land is on the ropes from spend-
ing for war and for welfare. Per=
haps we should doublecheck - our

-hand, and insist on a straight deal .
with. an honest deck. -

President = Truman  says .the
United States must purchase -ma-
terials fronm the .countries .that
can produce them economically,
1o give them the dollars to pur-
chase from us, and that is a sound
policy and -objective—a Free Ex-
change of trade would allow sup-
ply .and ‘demand to -determine
prices. But we-cannot have:a free
international exchange of- trade
without :a freely exchangeable
medium -to handle it with, and
that is not .in sight, .and forexgn
trade exchanged free]y is not in
sight.

Let’s not kid ourselves.. When
.dealing ‘internationally, you must
figure two prices — ‘the price of
‘the goods, and ‘the price of the
money. In my estimation it’s that
simple!

John F. Burns in Albany

ALBANY, N.Y.—John F. Burns
has opened offices at 74 Brookline
‘Avenue, to engage in the invest-
ment business. Mr. Burns has re-
cently been with Corporate Lead-

ers of America -and prior thereto
was in business for himself.
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" When Stockholders Weigh Their Banks

(Continued from page 10)
sampling many important banks
thave necessarily been omitted.

We do know that in a great
‘many banks there are large and
‘warying amounts of additional
-walues which could be added to
this net worth, increasing their
.book values per share correspond-
dngly. Not all banks show their
-zeserves for contingencies on the
Call Report. We may cite such
‘yeserves or valuation allowances
-which banks have applied to re-
«duce the statement value of their
investment portfolios. Further,
the appreciation in the market
walue of investments over amor-
-tized cost is frequently an impor-
‘gant factor. Then again, many
“pa-1ks have accumulated reserves
for possible loan losses, and these
.amounts, too, are usually deducted
as valuation reserves from loan
otals.  Also, banks have possible
-syrite-off values and potential re-
‘goveries on bad debts and. other
charged-off assets. ;

Of importance but - often ne-
-glected by analysts and appraisers
of banks, is the investment which
ibanks have made and must make
qn real estate, improvements and
“petterments, fixed assets and op-
serating equipment necessary for
ihe continuous and efficient con-
duct of their daily business. These
Atems in a great many banks have
aalready been written off as assets
or are being charged off at a
aate far more rapid than is al-
Aowed for normal depreciation for
dncome tax purposes. Thus, im-
aportant - capital - outlays are in-
wolved when bankers follow the
conservative procedure of writing
off fixed assets.

Recently, I had the opportunity

«f discussing this phase with a
tanker. He stated that the
;samounts which had been applied
#y his bank, a leading nationally-
“nown institution, toward the
avriting-off of real estate and im-
wrovements, operating equipment,
waultg, furniture and fixtures, etc.,
wrepredented g sum equal to nearly
=% of this bank’s total capital ac-
wounts. In considering the 34 Fed-
#ral Reserve member banks in
Wew York City, the corresponding
&igure may be conservatively esti-
wmnated at not less than 5% of their
2,340 million total capital ac-

The importance of the 50 banks
disted in our tabulation is evi-
«lenced by their total capital ac-
«ounts on June 30 of $4 billion,
secounting for nearly 38% of the
$10.6 billion total capital accounts
for all the 14,200 operating com-
anercial banks and trust compa-
anies. 'The ownership of the 50
%anks is represented by over 60
anmillion shares of capital stock ih
%he hands of investors. As shown
in the tabulation, &ll but two of
#he 50 banks listed were quoted
at discounts from their book val-
wes,

Seventeen of these banks are in
WNew York City, Their total capi-
4al accounts were $2,225 million,
or 21% of the nation’s total. Based
on June 30 prices, the aggregate
mmarket value of their 33,572,000
outstanding shares was $1,604 mil-
Tion, a discount for this group of
$621 million, or 28% from pub-
Jished book values. We do know,
of course, that the discount is
wonsiderably greater when other |
walues are taken into account.

" The Reason For Lower Market ]
Values

Let us return to the stockhold-
=15’ question, “Why are the shares
©of our important commercial
®banks and trust companies selling
at discounts from book values?”
“The reasons have been many, no
«oubt reflecting investor attitude"
#oward all equity - securities, . In
#he market place bank.shares are
4n competition with shares of all
sother industries, ,

. Investors generally have taken a
meutral“vnd cautious view of bank
% €30 st AP £
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shares because of what appears to
be -the adverse long-term impact
on banks of low interest rates,
rising operating costs and high in-
come taxes—all these factors un-
der difficult, competitive conqi—
tions, and at a time when the risk
factor in the business has been
clearly in the ascendance. Un-
precedented competition exists be-
tween banks and nonbank lenders
as well as among individual banks
for all available loans. Banks are
once again financing private busi-
ness and, therefore, are necessar-
ily assuming the attendant risks.
There will be losses. The stock-
holder must ask the question
whether these losses will be met
out of sufficiently adequate cur-
rent earnings or out of existing
capital funds.

Ancthér -reason which has
-hilled investor interest is the re-
ilization that banks are caught
n the crossfire of politicians and
.heir economist advisors. Stock-
holders of banks suffered and were
unduly penalized by actions of
the monetary and banking ‘au-
thorities to control inflation in
1948, Because of the higher
reserve requirements, banks were
deprived of the use of an addi-
tional portion of their assets, The
oss of earnings was, in effect, a
special income tax cn banks. Due
to widespread uncertainty, unfa-
vorable publicily, and the threat
‘0 earning power, bank shares in
New York City fell to the lowest
levels in many years. Thus, ac-
rording to the “American Banker”
index of New York City bank
stock prices, the lows of 37.7 in
1948 and 28.0 'in 1949 were only
slightly above' the Bank Holiday
price level of 35.0° on March 4,
1933. In fact, quotations for a
number of our prominent New
York banks are lower today than
they were on that day 16 years
ago,

Low Bank Earnings

Along with this background,
the dominant and continuing rea-
zon for banks at a discount has
been and is today—low earning
power. Bank earning power is
too low, too low that is, in relation
‘0" book wvalue,” Current bank
earning power is not sufficient to
support a market valuation equal
to book value. Entirely apart
rom cash dividends actually paid
.0 stockholders, let us consider a
bank whose shares have a book
value of $50 and.whose recurring
sarning power is $2.50 per share.
By this we mean the bank’s net
current operating earnings. per
share, exclusive of capital trans-
actions such as security profits,
recoveries, losses and chargeoffs,
and transfers to or releases irom
‘eserves. Thus, this bank’s pure
2arning power is at the rate of 5%
on the stockholders’ book  value.
For the stock to be quoted at
“book,” . however, the market
would have to appraise its value
at 20 times these earnings of $2.50.
3arring exceptional circumstances,
such an appraisal is obviously un-
realistic in the market: place to-
day. Current quotations for lead-

‘ing New York City banks with

adequate capitalizations are based
on earning ratios of 14 to 15 times,
and such a ratio would produce a
igure somewhere . between $35
and $40, as against a book value
of $50.

In the past, however, as many
stockholcers of banks will recall,
bank shares usually sold at a:pre-
mium above book value. The rate
of earning power in those days
was much greater, and in the
market - place, those rates sup-

|ported quotations ~equal to or

greater than the book values.

Stockholders of banks are
scarcely unaware of this changed
situation.
the market place the value of
their shares is determined by
actual earning power rather than
by»f the frequently unrealistic fig~

e
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They realize that in-

ures offered by ' government
agencies. The information and
figures published by the Federal
Reserve authorities on bank
earnings by no means portray the
actual situation at the banks, nor
are these figures easily reconciled
with the reports issued by banks
to their own stockholders. For
example, newspaper accounts
based on information given out by
the Federal Reserve, stated that
“net profits” of the 35 member
banks in New York Cily in-
creased by 17% during the first
six months of 1949, over the cor-
responding period in 1948. The
fact is that net current operating
earnings of these member banks
showed a slight decline during the
period. This discrepancy arises
mainly because of unrealistic ac-
counting and reporting procedure
used by the banking authorities.

For the year 1949, net current
operating earnings of the New
York City member banks are es-
timated at $140 million, unchanged
from 1948, and at the rate of 6%
cn their total capital accounts of
$2,340 million. Let it be remem-
pered that these returns are be-
fore provision for losses.

True Earnings Exaggerated

The true earning power of
hanks appears exaggerated in the
official findings given out to the
public. ‘Misunderstanding results.
Great harm is done to banks and
to their stockholders when such
deceptive information is dissem-
inated as that given out by the
Federal Reserve authorities. Per-
haps more than-any other group,
you members of the National As-
sociation of Bank Auditors and
Comptrollers know 'and under-
stand the real facts, and your ef-
forts, now more than ever, are
needed to correct this situation.

The truth is _that current bank
earning power is not enough when
reckoned on the stockholders’
equity, or book - value. Bank
stocks are safe investments today
and have proven to be stable div-
idend payers. The fact remains,
however, that the discount they
carry. is evidence of insufficient
earnings on the investment. It
would appear that the. banking
and monetary authorities should
reconsider their definition of ade-
quate earnings, It would seem
that the sights had been set too
low. ;

New Bank Capital Not
Forthcoming

What are the consequences of
low earning power, resulting in a
discount market? To stockhold-
ers weighing their banks, it is only
too obvious that existing condi-
tions are no recommendation for
the invesiment of new bank cap-
ital. = Certainly, investors could
nardly be interested in participat-
ing in the formation of any new
banks. As for providing addi-
tional capital for existing banks,
recommended by the authorities,
new funds will not be attracted,
no matter how necessary, except
at great sacrifice by present own-
ers. and then only if earnings or
the prospect of earmings warrant
the desired capital increase.

Recently, for example, in a case
where additional shares were of-
fered to stockholders, the price
was set at 60% of the book value.
It was estimated that more than
half of the old stockholders did
not exeicise their pre-emptive
rights. Thus, to the extent that
new “partners” were taken in
through sale of shares at a dis-
count from the book value, it is
apparent that the old stockholders
found themselves sacrificing part
of ' their equity. Stockholders,
when confronted with such a sit-
uation, are forced to consider the
alternative of withdrawing - from
the business through merger, sale
or liquidation. - .

The danger flag is flying. Con-

tinuation of the discount market/

centive to stockholders to with-
draw. This means the elimination
of banks, and if accomplished by
the sale or merger method, also
means the extension'.and expan-
sion of the acquiring and surviv-
ing banks. But, when banks go
out of business through outright
nquidation, and thereby leave the
comumnity bankless, the-door: is
opened wide for government. to
enter, because, it will be said,
“private enterprise has defaulted.”

It must be conceded, however,
that the acquisition and absorp-
tion of retiring banks provide new
outlets and increased opportun-
ities for improving the earning
power of the surviving institu-
tions. In other words, fewer
banks will compete for the avail-
able business. But such a trend
has its monopolistic implications.

The atutuae of bank stocknoia-
ers at present is demonstrated bj
.ne recent cevelopments in New
York City. developments whicl
have naturally aroused the intense
interest of bank managements ev-
erywhere, Since New York City
is the nerve center of the nation’s
private banking system, and since
its problems are in many ways
not unlike those existing in other
areas, bankers everywhere are
closely studying the solutions be-
ng worked out in New York
Eighteen months ago, there were
37 member banks in New York
City. Today, the number is 34
and when the two deals now unde;
way are consummated, there wil
remain only 32. These five retir
‘ng banks had total deposits o
400 million. Of their total capi
tal accounts of $31 million, all bu

$3 million has been or is now in
process of -being returned to stock=
holders. - iy e

‘It is not surprising that the
stockholders of these institutions
adopted such” a course. In one
case, for .example, stockholders
were. offered .an -opportunity to
rédeem their shares at $25) each
against a market price of $150
quoted. only a few weeks earlier.
In another case, shareholders will
realize $57 a share, compared with
a market quotation of $30 earlier
this year.

Unfortunately, this situation has
produced a condition whereby an
increasing number of bank stock-
holders have come to regard their
investments in-the smaller insti-
tutions as speculative holdings,
This development has serious im-
plications. Banks are basic to our
free enterprise system. If banks
can no longer attract and hold
private investment capital in suf-
ficient volume, this cornerstone
of the system will soon be under-
mined.

The public interest is involved.
Government, private business, and
management all have a stake and
a responsibility. A satisfactory so-
lution will surely come, if all par-
ties will work patiently together.

At the same time, it must be re-

holder is not wedded to banking
as a business. His sole concern is
with the value of his investment.
Where it is more profitable for
him to accept book value and to
dispose of his holdings in a” bank,
dissolving the corporate structure
in the process, it is certain that

he will readily do so.

The OQutlook

for Business

(Céntinued from page 2)

than expected and new construc-
tion contracts, another indidator
of the outlook for heavy industry,
showed unexpected strength. That
the rise in business activity in the
third quarter of this year was rel-
atively moderate is indicated by
the fact that industrial production
has increased only modestly and
that estimates of gross national
product are slightly lower than
for the second quarter.

Major Factors in the Business
Outlook 3

In the light of developments so
far, what is the outlook? Have we
had our major initial postwar re-
adjustment, or is the present rise
only a minor and temporary im-
prcvement in a generally unfavor-
able situation? There are obvious
dangers in giving categorical an-
swers.  However, by appraising
ithe trends and the prospects for
certain key sectors of the econ-
omy, it may be possible to arrive
at a plausible point of view.

The conclusions of such an an-
alysis may be summarized about
as follows: The recent pre-strike
upturn in busineds reflects a
variety of factors, including a nor-
mal seasonal pickup in some lines
and a resurgence of orders in
others. The factors now operating
are not likely to bring the busi-
ness indices back -to the record
levels of the postwar years in the

pear future. Many of the durable|

industries have so far experienced
little or no adjustment. The evi-
dence seems to indicate that
spending for many of the impor-
tant products of the heavy indus-
tries - is at its peak and seems
headed for a decline. Under these
circumstances, the chances are for
another downturn in business ac-
tivity. It is entirely possible that
business in general may drop to
the levels of mid-1949, or even
lower, before the -end of 1950.
These opinions, it should be added,
ignore temporary declines in the
business indices as the result of
continued strikes in basic indus-
tries.

A brief discussion of some of
the reasons underlying these con-
clusions is in order:

business - recovery -is - to assume
substantial proportions, it must
be based on something more real
than a seasonal rise or:inventory
hedging against strikes in basic
industries. - Nor is the' upsurge of
new -orders for inventory replace-
ment that has sparked the recent-
business revival - likely. to be a
sustaining influence for more than
a brief period.. Business inven-
tories, while below their peaks,
are still high in. dollar volume,
and it is difficult to perceive any
deficiency in the aggregate. Re-
tail sales in the Fall season have
not - evidenced that pronounced
strength  which would enceurage
a more liberal inventory policy.
A renewal of inflationary pres-
sures and strength in selected
commodity prices would cause
some restocking of inventories,
but there is-real doubt that the
general level of prices is likely to
turn sharply upward in the near
future. This much seems clear:
our big postwar inventory boom is
behind us, and most pipelines are
comfortably, if ' not generously
filled. We can hardly rely upon
inventory accumulation to pro-
vide the basis for a long-sustained
rise in business activity. However,
a wave of inventory rebuilding
might, for a period of a few
‘months, have considerable effect
on ‘some of the  business indices,

especially on the volatile Federal
Reserve index of industrial pro-
duction.

(2) Plant and equipment spend-
ing — Present evidence is that
business spending for plant and
equipment is over the peak and is
in a downward trend. The most
recent government estimates of
spending ‘intentions. based upon
surveys conducted in late Sum-
mer, show a drop of about 7% in
“outlays for 1949 compared  with
| 1948. More ‘significantly, however,
spending by practically every ma-
jor industrial group except elec-
tric and gas utilities appears to be
on the decline. Finally. compari-
sons between the respective quar-
ters of 1949 and 1948 show ‘a
progressively ‘less favorable vic-
.ture quarter’ by -quarter.  This

. 1 fairly pessimistic view of the ouf-

“in bank stocks will act as an inf' - (1) Inventoery prospects — If - look :for ' plant- and equipment

membered that the bank stock- |
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spendi.g seems to be supported by
two addittv.al pieces of evidence:
orders for industrial equipment
have not shown. any “significant
upturn, and the machinery com-
ponent of the Federal Reserve in-
dex has been ‘steadily declining
for almost two years.

Scientific and ~ technological
advances, and the pressure ‘for
plant -~ modernization to which
present high wage costs con-
tribute, will help maintain busi-
ness  spending, especially - for
new equipment. Nevertheless, the
evidence of reduced capital out-
lays is quite unmistakable. Con-;
sidering the acquisition of war
plants by business and the great
additions to plant capacity in the
postwar years, some decline from
recent levels is to be expected.

There is an underlying problem
which will assume increased im-
portance as time passes.. How can
‘we assure.a continued high ‘level
of business .investment - in :plant
and: equipment . over a period of
wyears? - Attention has been ‘dis-
tracted from this problem because
of the high rate of capital spend-
ing in recent.years; so far, we
have been making.good the defi-
ciencies of industrial and business
.plant and equipment which came
out of the.war-and .the long pre-
‘war years. of low-investment. As
regards the -future, however, the
Pprospects are not encouraging.

One: of the major: determinants
of the volume of plant and equip-
ment spending ‘in-the’ long run is
the outlook for -business profits.
‘With the passing of .the postwar
boom, the pressure -on . plant. ca-
‘pacity has diminished, business is
‘becoming more competitive, and
profit margins are declining. But
labor costs -tend to be inflexible
on the down side and business
has been called upon to assume a
further heavy burden in connec-
tion with pension plans.  These
developments all indicate a siz-
able squeeze on husiness profits.

Furthermore, the rising tide of
governmnent spending poses the
problem of balancing the budget,
and business corporations are gen-
<erally the most popular targets in
any political program for higher |
taxes. : :

Another popular group in this;
respect consists of individuals of
medium and large incomes, the
traditional sources of venture cap-
ital. Indeed, the political environ-
ment as a whole is unfavorable
to the establishment of amicable
relationships: between  business
and government; there is a lack of
knowledge, of understanding, and
of confidence.

This situation' is not conducive
to a sustained high volume of’

_ «apital investment. If we face a
downward drift in the level of ‘
plant and equipment outlays,
maintaining a satisfactory level of
business will be difficult indeed.

(3) Construction — The dollar
-outlays for building and construc-
tion in 1949 will be about as large
as in 1948, Private construction
will be lower but the rise in pub-
lic construction will offset this de-
<line. Because of some reduction
in construction costs, the compari-
son with last = year .in ‘physical
terms appears favorable. The high
level of building and construction
reflects the accumulated backlogs
arising out of the war, together
with a large contribution by gov-
ernment in the form of direct out-
lays for public construction and:
loan ‘guarantees in the field of
residential building,

In- recent months construction
contracts have- been running
above the levels of a year ago.
During September, the last full
month for which data are avail-
able, the increase was mnothing
short  of  astounding: more than
40% above September 1948 in
dollar volume, ;

Much of this unexpectedly good
record is due to the fact that resi-
dential builders have shown sub-
stantial ingenuity in - adjustingi
their operations to market re-
quirements of  style: and . price,.
have concentrated on lower cost.

itized for FRASER
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homes, and ‘are able.to sell their
product. ' Financing, either . with
or without government guarantee,
continues to be available on easy
terms, both for ‘home purchase
and for.the construction .of rental
housing. In some areas the cost of
home ownership is lower than the
cost of renting. "

Nevertheless, in ' spite of the
spurt in recent months, the tempo
of residential building is expected
to slow down during the next year
and new starts -are likely' to be
lower than in the past two years.
For some time we have been add-
ing to our housing at a faster rate
than the new demands for accom-
mcdations. ' The housing shortage
has eased noticeably in many
areas, and will ease further when
the larger number of starts in re-
cent months reach completion. In-
dustrial construction has been
sagging for almost two years, and|
commercial. building = appears to
have peaked off last year.

For- 1950, ‘ therefore, - the  pros-
pects: arefor a:lower ‘volume of
private building.” Public construc-
tion may be larger than this year,
although -the increase will be sig-|
nificantlyless than it was in the
current year compared with 1948.
Construction. of public  facilities
will be augmented by "the public
housing programs ‘but ‘these ‘are
not likely to assume large propor-
tions until the latter part of the
year. = Consequently, while the
outlook * for' construction is satis-
factory for next. year, the dollar
volume is likely to be lower than
in 1949, : ;

(4) Automobiles and :farm im-
plements — The contribution of
the avomobile industry and re-
lated - industries ' to ‘employment,
production, and sales in:1949 was
very subsiantial. Price concessions
by dealers and the availability of
lower-priced cars and models,
together with some relaxation in
financing terms, have been suf-
ficient to keep production and
cales at record levels. Racently,
however, dealers’ stocks have be-
gun to creep up, and competition
and price concessions are becom-
ing keener.and more widespread.
Most analysts seem agreed that
the backlog of accumulated de-
mand has been 'largely filled,
that we have about as many au-
tomobiles as might be expected
considering ' the population and
the levels of national income, and
that we now must depend largely
on the replacement market, :

That market, of course, is very
large; we have. an abnormally
high percentage of old cars. Also,
some additional concessions
doubtless can be made by deal-
ers, and -the possibility of some
reduction in factory prices or the
introduction of cheaper models
should not be ignored. The short-
term outlook is clouded by the
advent of winter and the return
of normal -seasonal ‘movements.
The consensus seems to be that
1949 is-the peak automcbiie year,
and that production in 1950 is
likely to be-down by something
i2n the. neighborhood of 15% to
0%.

Sales ¢of farm imvplements also
have been very hizgh in the pos*-
war years and have been a sup-
porting. factor in the business pic-
ture. The machinery in use on
farms has increased substantially
in ' amount, quality, and effi-
ciency. The outlook for agricul-
ture suggests a less favorable sit-
uation for the equipment market
in 1950. The combination of peak
prices, good crops, and unlimited
production -opportunities, which
brought. the greatest agricultural
prosperity in our history, is abouit
over., = Agricultural = income is
lower this year than it was in
1948 and will be even lower in
1950. Restrictions on output heve
already been annournced for
wheat and are likely for other
major crops next year. Here
again, in spite of unorecedented.
presperity on the farm, large
holdings of liquid assets, favor-
able debi-:conditiony:and the

labor-saving advantages of farm

machinery, . 'prospects. point . to,
significantly lower ‘sales of farm
machinery next year.

(5) Fereign trade—It is likely
that fereign trade will provide
less net stimulus to the American
economy in 1950 than in recent
years. Our export surplus is large
only ' because . of our huge pro-
grams of foreign aid. In spite of
ECA, foreign countries have had
to impose restrictions on the im-
portation of American goods and
our markets have suffered.

Until the recent announcement
regarding the atomic bomb, the
trend in Congress was in the di-
rection of reducing our program
of foreign aid in order to 'copz
with our large budget deficit.
The recent international devel-
opments may increase our mili-
tary aid .to Europe, which will
have -some effects on the econ-
omy, but the net result for total
outlays in the international sphere
is not likely to be significant un-
less the ~world news ' becomes
much worse. Even today the pros-
pects are that ECA expenditures
will be reduced for the next fis-
cal year. The trend of govern-
ment thought and action is in the
direction of assisting ‘Europeans
to help themselves. ‘While: the
full . program will. take time to
carry out, the trend is in the: di-
rection of reducing our tariffs and
other: barriers to imports.

The world has just experienced
one of the most substantial and
widespread readjustments of cur-
rency values in' modern economic
history. The dollar has been made
considerably more expensive for
nearly ‘all the world outside the
Soviet sphere. A body of opinion
in ‘this country foresees the most
dire consequences, including the
loss of our export markets, floods
of imports, severe repercussions
on our cconomy, depression and
unemployment, flight from our
currency, and ultimately a reduc-
tion in the gold content of the
United States dollar.

These views appear extreme
and unrealistic, at least in the
short term. True, the net effect of
devaluation is likely to be defla-
tionary in the United States; it
will tend to encourage imports,
and to discourage exports. How-
ever, the impact upon our ecoin-
cmy will ‘be moderated by the
continuance of large 'programs
of foreign aid, the persistent
shortage of many goods in the
rest of the world, the productive
efficiency of our industry, and
the relatively minor importance
of our foreign trade when meas-
ured against the gross doliar vol-
ume of our production. Further-
more, foreign import restrictions
were already in effect before de-
valuation. Thus devaluation per
se will probably not be a major
factor on the adverse side in the
near future. However, the impor-
tant consideration is that its net
effect is likely to accentuate
other downward forces operating
in the economy.

(6) Price outlook—One of the
most difficult and, at the same
time, most important factors in
appraising. the business situation
is the outlook for commodity
prices. Since reaching a postwar
peak in the third quarter of 1948,
the general index of wholesale
prices has declined about 10%.
Prices. of farm products, foods,
and some raw  materials have
dropped. substantially more than
the average, while the decreases
in 'prices of manufactured goods
and in retail prices have been
much more modest. - However,
prices at retail have declined
more than is indicated by the in-
dices as the result of quality im-
provements, dealers’ concessions,
and the availability of much mer-
chandise to the prudent buyer on
sales appreciably = below list
prices. .

The relatively small correction
in prices reflects a variety of
sustaining ' forces.  Business ac-
tivity has been’ well maintained,

and many heavy industries have | initiated.

been “operating under’'favorable
market conditions. Also, many
necessary and desirable adjusi-
ments are prevented by govern-
ment policies, such as price sup-
ports for agricultural commodities
at high levels. Finally, continued
demands by labor unions subject
business management  to the
threat of ever-rising labor cosis.
Consequently, many of the distor-
tions that have infiltrated into the
price structure over the past dec-
ade are still with us. Even at the
expense of short-run embarrass-
ment and . difficulty, a realign-
ment of prices would be in the
best interest of the economy. -
The policies of both governmen’
and labor uunions, by making ad-
justments in prices difficult, may
very well contribute to some de-
terioration in the business situa-
tion. .In the immediate postwar
years, with large accumulated de-
mands, ‘increased ' cosis could  be
passed: on without any ' appreci-
able effect on ‘the high' level of
production. - However, = as  these
accumulated demands diminish, it
will- become ' increasingly neces-
sary to reduce prices' if produc-
tion .volume is ‘to. be maintained:
Many groups in the economy have
not shared in the rise in incomes
and have been priced -out of the
market, This pressure of lessened
demand and lower ‘selling prices
operating . against generally -high
and inflexible costs is likely to
eat -further into business profits,
with consequent. adverse effects,
as  already mentioned, ‘on ‘the
levels of plant and equipment
spending. - R T
In 'spite of the factors which
make significant price reductions
difficult, a reasonable judgment
at the moment would be that pres-
sure on prices is still-downward.
further corrections in prices will
be made, and commodity prices
generally will be lower a year
irom now than they are at present,
The declines are likely to be of
modest proportions, averaging
perhaps 10% or so; a: price col-
lapse is not indicated. Neverthe-
less, this downward drift of prices
will probably be sufficient to
nrevent any: strong resurgence of
inventory accumulation.

Effects of Govcrnment Spending

Against ‘the prospects for de-
clining - rates: . of . 'spending " for
many of the products of heavy
industry by the private sector of
the economy must be placed tte
outlook for higher outlays by the
government. . Is the prospective
increase in government spending
likely to-offset the reductions in
other types of spending?

The demand for consumer goods
will receive a substantial boost
from government spending early
next year with the payment of
the dividend on National Service
Life Insurance. estimated at about
$2.8 billion. This sum - will be
disbursed over a period of six
to nine months and will inflate
personal income only moderately.
That a large share will be spent
for consumer. goods is a foregone
conclusion, but ' the additional
buying will be spread over an
even’ longer period and will not
increase the rate of -consumer
spending by more than verhaps 2%
or 3%. A one-time stimulant. of
this kind will not have any sig-
nificant ‘or lasting effects,  al-
though it may contribute to the
support of business operations in
the first half of next year.

The upward trend of govern-
ment svending, which was re-
sumed last year, is still evident.
Althongh the rate of increase has
recently shown some prospect of
leveling off, it is certain that gov-
ernment expenditures will con-
tinue to rise. The sohere of gov-
ernment is constantly expanding,
and outlays for public works
nrice-supports, - social . security.
housing, and aid to veterans have
an overpowering political appeal.
Even if no new prosrams are

launched, snending, will in~rease
as the result of proiects already
Recent developments

‘in the' international ‘field rule out

any reduction in the total of in-
ternational and defense expendi-
tures. Economic aid may be ta-
pered off, but the rearming  of
Europe is' likely to continue. De-
fense expenditures will rise; the
only important - question is "howr
much,

In this analysis it has been asg-
sumed that government spending
will continue to increase, but that
the rise can be restrained to mod-
est proportions, say, around .5%
in the fiscal year beginning next
July, This may prove to be too
conservative an appraisal of the-
spending outlook, in view of
world news and the lack of
agreement as to the basic require~
ments for our military defense:
Should we take substantial steps
toward a defense economy, a re-
appraisal of'the economic: situa~
tion would be necessary. . i
.- Goyernment action and spend-
ing serve to cushion the economy
in. a business , downturn; | evers
without deliberate action, expen~
ditures tend to. rise as employ=
ment-and prices decline. But this
does not mean that the’ govern<
ment can prevent: any recession;
or.that. a rising. level .of govern—
ment spending - is an. effective
guarantee against deterioration i
the business situation: The onlw
exception is if as in wartime; gev—~
ernment outlays are so large as te
give rise to overemployment, full.
use of production facilities, scarci
ties,. and inflationary. pressures.
Given some slack in the economy,
however; business ‘conditions cark
change faster than governmentt
spending can be adjusted to meet:
them, Time is still required e
devise, enact. 'and carry out. news
brograms. ' Government spending
cannot be increased in exactly the
right amount, at the right time,
and for ‘the  right purposes, ta:
smooth out the inevitable fluctu-
ations in business. " . . e

For the current fiscal year, the-
outlock is for a budget deficit of:
approximately $5 billion, and a
cash ' deficit of about the same
amount. Considering the size of
our -economy and the  business:
outlook already discussed, this.
prospective deficit is not likely to: -
rekindle business: enthusiasm for:
expansion or cause a general .in-,
flationary rise . in commodity .,
prices. PR ’

However, the Congress and the-
nation . are facing difficult - deci~-
sions arising out of the stupendous-
level of government spending.
Either we run the risk of grow—
ing deficits, or we must raise ad-
ditional revenues. The growing
pressure for a reduction in excise
taxes and for other forms of tax:
relief, in the face of the prospec-
tive rise in outlays, means that
the choice between further defi-
cits or more taxes will have to be
made reasonably soon, probably:
in 1950. ; o :

Neither choice ‘is likely to
prove ‘beneficial to business.  Con-'
tinued deficits in the face of gen--
erally- satisfactory levels of busi~
ness run counter to .the estab-,
lished thinking of business. mem
and investors.- On the other hand,
the tax philosophy-and vroposals-.
of the Administration will not be’
favorable to business, or to the ac- .
cumulation  and - investment ef
business  capital. The desirable
prospect of reduced government
spending, lower taxes, and debt
retirement will not be realized -
for some time to come,

Conclusions

These observations on the busi—
ness outlook may be summarized -
as follows: S

(1) The . immediate - business
prospects are “adversely affected ;
by strikes in ic industries.
These have interrupted the Au-
tumn recovery in business activity v
which -, reflected invesN\ory re-
plenishment, the operation of’
normal seasonal factofs, and*®
stockoiling in anticipation. of la-
bor difficulties., The longer these
work . . stobpages_, continue, the
more significant will be their ef--

(Continued on page 34)
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Tomorrow’s

Markets
Walter Whyte
Says—

By WALTER WHYTE

Strike damage warnings
. may lead to new reaction. If
seen, it may present buying
opportunities for those who
missed the market.

A few weeks ago when the
familiar averages were selling
at about 178, I recommended
a list of stocks when, as, and
if, these averages would get
down to the 175 level, the fig-
ure I expected would bring a

" halt to any further decline. At
the same time I wrote here
that I preferred buying when
a combination of news events
would: - breed. : pessimism 0
that few people saw any im-
mediate hope for the future.

# #

I flgured this combination
of factors would come from
the strike news, though at the
same time, I emphasued that
strike news itself was not con-
sidered bearish,

# *

Apparently I misjudged the
temper of the market. First of
all the averages didn’t get
down to 175. The low, the day
the column was written —
about 178 — was the low for
the move. And instead of the
steel and coal strikes generat-
ing apprehension, they
brought about a rise in stocks
to what was practically a new
high for the move.,

* * *

" That left me with a handful
of theories and only: two
stocks to  boast of." Having
missed the first move I might
‘have switched completely,
chased them and bought them
at the market. Bitter experi-
ence. however, taught me the
futility of such a practice.
. % * *

In the past week, however,
the calm assured atmosphere
that has pervaded the market,
seems to-have slipped a couple

#*

%

there are official warnmgs ap-
pearing daily.
# * *

Whether these head shak-
ings are justified, doesn’t con-
cern me. What does matter is
that they may well lead to a
reaction which will permit us
to buy some of the stocks rec-
ommended here a few weeks
ago. In some cases the recom-
mended buying prices are now
too low. If some of them get
down as low as first thought,
it would mean a full blown
reaction that might cancel all
the good accomplished in the
past few weeks.
* *

In any case here are the
new buying points, even if the
stocks themselves aren’t new:
Bethlehem 26-27, stop 25; Cel-
anese, 25-26, stop 24; Kenne-
cott, 45-46, stop 44; Illinois
central 27-28, stop.26; and Re-
public Steel 18-19, stop 17.
You now hold two stocks,
Denver & Rio Grande 22-23,
Forget the old stop: of ' 21.
Stock is' now about 28, Put
your stop at 25. You also have
American Smelters 45-46 with
a stop at 44. Keep the posi-
tion intact.

£

Incidentally I suspect a set-
tlement of the steel strike
would not be bullish, Partic-
ularly if it involved a raise
in steel prices which would
be passed on.

More next Thursday.
—Walter Whyte,

[The views expressed in this
article do not. necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

%

* *

Eastern Pa. Group
Of IBA Elecls

PHILADELPHIA, PA.—The an-
nual meeting of the Eastern Penn-
sylvania Group of the Investment
Bankers Association of America
was held on
Monday, Oct.

24,1949, Wal-
ter A.Schmidt,
of Schmidt,
Poole & Co,
was chosen for
the office of
Chairman . for
the year 1949-

of notches (how d’ya like that| 1950

for mixed metaphors). The
cumulative effect of the vari-
ous strikes is now being felt
in allied industries. At least

Pacific Coast
Securities

Orders Executed on
Pacific Coast Exchanges’

" Members
New York Stock Ezchange
New York Curb Ezchange (Assoclate)
8on. Francisco Stock Ezchange
Chicago Board of Trade
" 14 Wall Street  New York 5, N. Y.
POrtlandt 7-4150  Teletype NY 1-92§
Private Wires to. Principal Offices
San Francisco—-Santa Barbara
A, ey O alil A <. .

Schwabacher & Co. |$u

Other offi-
cers elected
are: Gordon
Crouter of
DeHaven &
Townsend,
Crouter & Bo-
dine, Vice-
Chairman, and Albert R. Thayer,
of Thayer, Baker & Co., Secre-
tary~Treasurer.

& Co., Secretary-Treasurer.

In addition, the following were
named for three-year terms on the
Executive Committee: Henry R.
Hallowell of Hallowell, Sulzberger
& Co.; Wallace M. McCurdy of
Thayer, Baker & Co.; William Z.
Suplee, of Suplee, Yeatman & Co.,

Walter A. Schmidt

These nominations were made
by a Committee consisting of Nor-
bert W, Markus of Smith, Barney
& Co., Chairman; Gordon Crouter
of DeHaven & Townsend, Crouter
& Bodine; William L. Day of The
Pennsylvania Company; Henry R.
Hallowell of Hallowell, Sulzberger

Fresno—=-Santa Rosa

& Co.; Robert G. Rowe of Stroud!
& Co. Inc.

The Outlook

For Business|

(Continued from page 33)
fects on allied industries and on
the aggregate measures of produc-
tion, employment, and ftrade.
Business - statistics - for October
may be the worst for any month
in 1949. However, the strikes are
not likely to continue for so long
a period as to have a really sig-
nificant effect on the: pattern of
business - developments, although
they will affect the timing.

(2) -The ultimate:settlement of
these s.rikes will lead to the re-
building of inventories. This, to-
gether with the increased spend—
ing which will result from the
dividend on National Service Life
Insurance and the high level of
construction for the immediate
future portended by recent data

on new contracts; will. provide |

substantial support for ‘business
in  the early months of 1950. .

(3) As 1950.progresses; we shall |.

face ' the prospects  of reduced,

spending for some of.- the heavy-|7*
goods: which' gave such' good-sup#

port:to the economy in 1949; e.g

automobiles, farm equipment, pri=|"

vate construction, and -business
plant and equipment. The avail-
able evidence suggests a tapering
off in this type of spending rather
than, a collapse to anything like:
depression levels. Foreign trade
will provide less net stimulus for
the domestic economy next year.
Government spending, while still.
in a. rising trend, is not a guar-
antee against fluctuatlons m busl-
ness activity.

(4) On balance, therefore, the
outlook favors further business
adjustments  over the next 12
months, characterized by a decline

in the index of industrial pro-|:

duction, a rise in unemployment,
and further price weakness. Some
of the nondurable goods industries

experienced substantial = adjust- |-

ments earlier this year, but many
of the important heavy industries
still appear to face a correction.
A decline in the heavy industries
is usually more serious for busi-
ness than a recession in the soft
goods. sector of the economy.

(5) The development of a pro-
nounced downward spiral in pro-
duction, prices, and employment
does not appear likely. Business
in 1950 may average somewhat
lower than in 1949, but the year
as a whole will probably be rea-
sonably - satisfactory. Hewever,
conditions will become even more
competitive, some profit margins

will be squeezed between lower |

prices and a relatively inflexible
cost structure, and the underlying
political situation will not be fa-
vorable to business.

(6) For the longer term, we
must. rely upon business enter-
prise. and capital investment . if
we are to have satisfactory busi-
ness conditions. The hindrances
to such enterprise and such in-

| vestment are very real. The need

to encourage business is - second |
only to the paramount problem—
how to insure = world peace,
Neither problem is likely to. be
solved in 1950.

Robert G Mills Is
Forming Own Firm

ST. LOUIS, MO.— Robert G.
Mills is forming R. G. Mills. & Co.
with offices at 314 North' Broad-

way. Mr. Mills was formerly a|

partner. in Dempsey-Tegeler & Co.
and in the past was with the Met-
ropolitan St. Louis Co. g

Collin, Norton Adds

(Special to THE FINANCIAL CHRONICLE)
TOLEDO, OHIO — William: J.:
Whelan has become:- affiliated

with Collin, Norton & Co., 506

Madison Avenue, members of the

| New York Stock Exchange.

As We See It

(Continued from first page) =

though many if not most of these obligations are long in

default, and (although Mr. Taylor refrains from saying so)

the remamder for the most part are destined to be at one
time or another as things are now going.

This leaves $33 billicn to be accounted for, A part
of this sum was offset by private donations.- Some $10.5°
billion was settled with funds invested-abroad by Amer- .
ican citizens, a good deal of which later went into-de- .
fault. On the basis of such facts, Mr. Taylor concludes .
that there was nothing particularly “healthy’” about this '
“fayorable” trade balance. In this latter conclusion the
gentleman seems to us to have qualified as a worthy -
competitor of the late President Coolidge as a master
of understatement. He points out in this connection —
as indeed he could hardly fail to do—that export indus- -
tries, consciously or not, had long thus been subsidized,

- and that the cost of it was laid upen the taxpayer, the
only exception being during the 'Twenties when a great
many naive (and some supposedly not so naive) inves-
tors appear to have provided the funds te finance the -
strange foreign economic policies of this country.

A Factual Analysns

Of course, there may ‘be some points at which one would
ant to argue the case with Mr. Taylor, but by and large
this seems to us to be a.true and straight story. We are not
unmindful of the fact that two deadly-world wars took place '
-dn.;ﬁhls -period; ‘and -that  political: considerations: incident -
eto prov1ded What was. commonly regarded as compel-
lmg reasons for some of this record. However, when dué |
.allowance: is: made. for:all such  factors, the truth remains - A
that: much weight is left in the Taylor analysis.. The country
is-also-in Mr. Taylor’s debt by reason of the fact that he has
had the courage to call sharp attention to a continuation
even up to the present moment of much of the type of
thinking that is responsible for these deplorable results in
past decades.

He is eternally right when he points out that at the
same time that we are pouring money into Europe and :
elsewhere, and are finding that, despite it all, the so-

~called “dollar shortage” continues, we. are rather more
than reluctant to permit the entry of foreign goods into .
our markets in amounts sufficient to offset those exports
and services we wish to sell: In brief, we do not appear :
particularly concerned about the amount of money the
taxpayer is sending abroad in one form or another, or
the likelihood that, given a. continuation of: conditions
as they:-are at present, even those funds which go -
abroad as..Joans will presently prove in the event to
he gifts for all practical purposes.

Heart of the Problem

We do not see how any one could doubt that he is right
when he points an accusing finger at our tariff rates and
our tariff procedures. They are time honored and, in some
circles, almost sacrosanct modes for permitting various pro-
ducers in this country to avoid the competition which would
obtain if natural forces were in full sway and which would
in the end without question result in cheaper and better
products both here and abroad. His specific remedies are
technical, and we do not profess to be in a position to
evaluate them, but we have little doubt that they are de-
signed to eliminate, or at the very least, to reduce real evils
now rampant. He is also on strong ground in attacking a num-
‘ber of other laws which interfere with normal mternatxonal
.competition in domestic markets.

~What is needed now to supplement Mr. Taylor’s
analysis is a similar account of what other countries are
doing in these matters, and a plain-spcken naming of
the myths and the popular misconceptions which per-
mit, even stimulate, the growth of such mistaken policies
‘all round the world. Restrictions and all sorts of inter-
ferences with natural forces are omnipresent. Almost
everywhere there are influential politicians, usually con-
trolling politicians, who are quite certain that they can
substitute  their petty wisdem’ for that:of nature and
thus greatly. improve the economic condition of man-
_kind. One must suppose that the rank and file, at least
in those countries where the people still really rule, are
< similarly affected with: this medern virus of seccialism,

~|:=communism, or their near -cousin, controlled or managed

economics.
The Basic Remedy r
- These underlying -philosophies touch international eco-
nomic relations, both directly and indirectly. It has long been,
argued by these “modernists,” many of them sincere, some:
of them learned in the lore of the literature, most of them
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quite ignorant-of what they

are talkmg about, that once

all business throughout the world is controlled and directed
(if not actually owned and operatéd) by government, the
difficulties of preventing depressions, and the task of en-
riching the masses, and all the rest that goes to.make up
Utopia, would be immensely easier. Then, so it is said, only
a working agreement among nations would be necessary to

. assure permanent prosperity.

‘Of course, this is nonsense,

“ pure and simple, but more important for ‘the moment is the
fact that nationalism cuts across all this all over the world
and “gives ‘birth to innumerable restrictionsat’ boundary

lines.

~ At-home Mr. Taylor and the others in agreement

with him ‘will not get- very

. -;pauper labor, or more recently slave labor; abroad is put

far -until the old gag about

to sleep; farmers are made to realize that they should
stand on their own feet; labor understands that it must
receive.what is proportionate to its production—as com-
petition from abroad would help to make certain, and
that what our. economy most needs, and what is most
needed the world over, is that type of full and free com-
petltlon whlch really is the “life of trade.”

" The Outlook for Interest Rates

(Continued from page.9)

obligations. . It  has  been  the
Treasury’s policy to keep the debt
burden as ‘low “as possible, and
therefore one ‘may assume . that
the Treasury -will not. be -willing
to increase materially the rate of
interest it has to pay. This will
tend to keep interest rates down.
©On the other hand, the supply of
tax-exempt securities will also in-
crease substantially. Most of these
obligations-are serial 'in character
~and the ‘commercial banks are
considerable buyers of those with
a maturity up ‘to 10 or 12 years.
This -will tend to prevent a de-
cline in short- and medium-term
rates. On “the whole, therefore,
the net change in short-term rates
is bound to be small.

The over-the-counter rate, or
the rate of interest charged by
commercial banks eon loans to
their customers, will to a con-
siderable extent depend on the
policies of the- Reserve authori-
ties. If the demand for funds by
business continues, then the pres-
ent 2% rate in all probability will
be maintained.. If, on the other
hand, business ‘activity should de-
cline- and the volume ‘of bank
loans be reduced, one may expect
‘a lowering of . the discount rate
and of reserve requirements. This
in turn is bound to -bring about
a decline in the 'prime rate
fharged by banks to their cus-
{omers, But ‘in this respect, also
the change is likely to be small.

As regards short-term rates,
therefore, one may draw the con-
clusion that any changes that may
take place in ‘the near future are
bound to be vyery moderate in
«haracter. The certificate rate
may ~ fluctuate: between -1 and
1Y% %. The discount rate of the
Federal Reserve Banks will either
remain at 115 % or it may decline

‘10 1Y% %. The over-the-counter
rate on prime paper will either
remain at the present rate of 2%
or it may decline to 1% or 1% %.
A preferential rate for short-term
government obligations may be
«established. ‘A material change .in
‘money, rates is not indicated,
partly because .of the needs of
the Treasury, which is-confronted
‘with the task not' only:-of refund-
ing billions of .do}ars of outstand-
ing ‘obligations Jbut also of bor-
rowing new money. Moreover, as

the experience of 1948 has clearly

demonstrated, the Reserve au-
thorities have - determined  to
maintain the ‘government - bond
market orderly and any change
they will permit will be only
minor in character,

The Outlook for Long- Term Rates

To some extent the outlook for
long-term rates of interest will
depend “upon the movement -of
short-term rates. It is evident that
if the -certificate -rate -is -lowered
‘t0 1%, and particularly if -this

* *action‘is accompanied by a reduc-

{ion in the discount rate, many

commercial ‘banks will endeavor
to . recoup : -their . earnings - by
lengthening their -maturities. This

in-turnis bound to bring about.a

further increase in prices .of long-
term  government obligations. ac-

‘companied by :a 'similar movement
‘of other high-grade ‘bonds: 'On the

other 'hand, if the demand for
funds should continue strong, and
especially if this should  lead to
an increase ‘in‘the -certificate rate
1o 1Y% %, many commercial banks
will  liguidate -a  part. of = their
long-term government obligations,
In -that ‘case prices will go:down
and yields up, and this trend will
be accompanied by a correspond-
ing ‘increase ‘in' yields: of AAA
corporate bonds.

In analyzing the forces that will
operate in the long-term .capital
market it may be taken for
granted, however, that the 2%%
rate on long-term government ob-
ligations will remain. It is not
likely that ‘in the foreseeable fu-~
ture the Treasury will offer any
long-term ' obligations with a
higher coupon. The experience of
1949 appears: to indicate, more-
over, that no matter how large
the demand for long-term capital
may be and no matter how great
the liquidation of long-term gov-
ernment obligations by financial
institutions may be, the 2% % re-
turn will be maintained. The fact
that the upper level on long-term
government rates seems to be
fixed also sets a pattern for the
rate of interest on other high-
grade long-term 'bonds. Never-
theless, a ‘widening in the spread
between government and. AAA

corporate bonds may take place,,

as it has often taken place in the
past. Many large-scale investors

.consider the spread between gov-.

ernments and AAA corporates too
narrow at present.and expect it to:
increase, But in ‘any event, the
widening can be only limited in
character.

In addition to the influence]
exercised over the capital market!
by ‘the policies of the ‘monetary
authorities, long-term money rates'
will also be strongly influenced
by the demand for and the supply!
of capital. In the immediate future:
the demand for -capital will be
substantial. The 'supply ‘of long-
term tax-exempt securities is con-!
stantly - increasing -since public
works -are expanding rapidly, In
particular, the need for-construc-
tion of new roads is very great,
and one may therefore expect a
large “flotation of tax-exempt se-

eurities. Those with a maturity of

up ‘to about 12 years will be ac-:
quired by the commercial banks
while the longer-term maturities
will -be ‘bought by institutional
investors if the coupon is satis-
factory and by individuals sub-
ject to  high -income taxes. The
supply of mortgages also will in-'
crease, because of the high leveél

' collar
' manual labor not yet being wide-

of ‘building -activity. In iaddition,
one may expect that next yeéar a
large .amount of housing  bonds
will be offered in the market. The
International  Bank ' for ‘Recon-
struction and Development, in all
iprobability, will also offer a con-
siderable volume of securities in
the not too distant future. The
supply -of corporate bonds will not
be as  great as. in the past,
primarily because- capital ‘expen-
ditures . by corporatlons are de-
icreasing.

However, ‘while the demand for
capital will 'be substantial, the
supply of funds seeking an outlet

-lin -bonds -and mortgages is also

‘bound to be great. The savings of
the people have become largely
institutional in character, that is,
'people save primarily through in-

.surance, pensions, and by deposits

in savings institutions. If the
volume of employment is large,
as it promlses to be; and ‘the na-

tional income remains:at . a high|

level, savings of individuals will
probably increase, Moreover, pen-
sion plans are being adopted by

many “corporations. So “far,’ the|

' majority of these plans provide
' pensions to executives or white
workers, = pensions. = for

spread. In all likelihood, however,

| the adoption: of pension plans for
i manual workers will spread wvery

rapidly and within the next few

| years workers in all the leading
L industries may be covered by such

programs. As far as the . capital
market is .cencerned, it -makes
very: little difference whether the
pension is «contributory or
whether it is paid entirely by the
company. The fact remains that
the sums accumulating .in pension
funds seek an outlet in bonds and
mortgages, and therefore, the sup-
ply of funds available for invest-
ment. in fixed-income-bearing se-
curities is bound to be very great.
What effect this will have on
long-term interest rates can read-
ily be foreseen.

The principal uncertainty in
the picture is the fiscal position
of the government. If, for ex-
ample, the budget of the Federal
Government during the next few
years should be balanced on a
cash basis and the Treasury should
not need to have recourse to new
borrowing, long-term rates, ‘under
the great pressure of the accumu-
lation of funds in pension funds
and in the hands of insurance
companies and savings  institu-
tions, will probably decline from
the present lével. Of course, a
different situation will prevail if
the .deficit .of the government is
large. In the fiscal year 1948-49,
when the economy of the country
as a whole was on a high level and
employment was satisfactory, the
Treasury had -a deficit of $1,800
million. During the present fiscal
year .the deficit may run from
$4 to $8 billion. While Congress
preaches the necessity of curtail-

ing - expenditures, balancing the]

budget and repaying the public
debt, no measures are taken to
achieve these aims.

Under these .circumstances one
can.therefore expect that the def-
icit of the ‘Government will con-
tinue for .an indefinite period.
‘Nevertheless, short.of an emer-
gency or a material ‘decline in
business = activity, accompanied
by a sharp reduction in the rev-
enue of the Geovernment and a
substantial increase in its expen-
ditures, the volume of new secur~
ities that the Treasury will offer
in the future may not be suffi-
cient to counteract the pressure
of funds resulting from the wide
adoption of pension plans. The
situation is further aggravated by
the fact that the supply of equity
capital is rather limited, while
earnings of corporations plowed
back into the business will also
decrease. Most corporations de-
sire to have a certain ratio of

bonded mdebteciness to' equity
capital. If the amount of equity
capital does’ not increase, their

ability and willingness to borrow

through the sale of bonds 1s also
reduced. Hence, while the imme-'

diate outlook is for a laxge supply

of bonds and mortgages, match-
ing the supply of funds seeking.
investments, in the long run, and
partlcularly if pension plans em-

bracmg manual workers are
widely adopted, ' the supply of
funds seeking an.outlet in fixed-
I income securities may be so great
‘as 'to exceed the demand and thus
prteSS further down on interest
rates

The Gold Dollar—A € heck on
Government Spending

(Continued from page 15) .

political and economic- liberty)
for bales of paper currency.

“'The farm parity plan was orig-:
inally passed “to bring about or-
derly marketing of farm crops’—

it ‘has since degenerated into .a.

successful ‘method to buy the
farmer’s vote—so stated repeat-
edly on the stump by President
Truman when: campaigning for
reelection ‘last year.

New. York “Times’—Washing-
ton—dateline Oct. 11, 1949—John

D. Morris’ special dispatch states:
“President ' Truman . cautioned

Democratic farm. leaders -of Con-
-gress today -against lower price
supports (House bill provides for
raising 10 .90%) ‘for ‘basic' com-

modities, lest the party lose the

farm vote in future elections, Ac-
‘cording to “those who .attended,
that was the principal point made
by the President.at:a White House
:conference . with - Congressional
farm leaders and Charles F.
Brannan, Secretary of Agricul-
ture.”

The essence -of price support is
 this: the Government supports the
price of practically everything
grown on a farm. This is the
same as .to say that it keeps up
the price: .of practically  .every
food the public -eats, and of what
it wears in'the form of cotton and
wool, including what it smokes,
tobacco. The Government does
this in most cases by buying, and
by making loans to farmers which
are .in effect ‘buying, for the loans
do not need to be repaid. (There
are other methods, including di-
rect price fixing.)

To the average man’s under-
standing, all this is economic im-
becility. But it is with us; nothing
done in this Congress aimed -to
terminate "it. ‘The tendency’‘of
price support from the beginning
has been to expand.The 1938 law,
called the “Crop 'Control” law,
which was the beginning of the
present ‘system of -price support,
covered only five = so-called
“basic” crops—corn, wheat, rice,
cotton, tobacco.

Today, price .support .covers
practically -everything raised -on
a farm.

Most  governments (including
our own) with irredeemable pa-
per currencies -are -engaged ‘in
buying the people’s votes with the
people’s own money. :

This technique has ‘permeated
many phases of our political life
and is used freely by both par-
ties. In addition to the farm bloc,
let me name a few other big pres-

sure groups:. the armed serv1ces,‘

old 'age pensions, the labor -unions.
veteran groups, ‘the intrenched
bureaucracy, .and many others.
Each one thinks, “I'll get mine,”
ignoring the fatal cumulative ef-
fect of satisfying all these de-,
mands. What -all these .groups
need is not more dollars as much
as better dollars; dollars that buy
more,

" But what about the end of this
road? The farmer will still have
his buildings, his machinery, his
livestock, but his money ‘in sav-
ings banks. in commercial banks
his annuities, his insurance -prob-
ably will be worth 10 -cents or
less ‘on the dollar unless we
change our course. He is out to
get his like all the other pressure
groups, but he, like them, will
end up with bales of paper money.
He shuts his eyes to the fact that
his votes are being bought with
his own money, and you bankers

-who ‘gshould safeguard’ the wdlue.

of his money have remained si-

'lent and have not told him what
is 'happening. By your silence
you preclaim :your- allegiance ' to
your political ‘masters in Wash-
ington. . Because since the -end of
the war they have not made .a
single move 10 return to the only
sound currency. The same indict-
ment must rest almost without
exception against the heads of
our life insurance companies, the
heads - of our larger commercial
banks, the heads of our savings
banks—and all the places where
there are “enormous' deposits of *
citizens’ eavmgs :

Where is the moral fibre.of our
]eadershlp" Where has our be-
lief in -principle-gone? - .

Three years ago French citizens,
under their goverament’s pres-
sure, . put ‘the -equivalent of ‘two’
‘billion U."S. dollars into” French
Govemment bonds. Three years
later, in 1949, their bonds were
worth ‘10 cents on the dollar. This
is  what irredeemable - paper. ds.
and does whether in Frapce, .in
China, or.in any -other country,
mcludmg the United ‘States.: And
the principal reason is that it is
50 easy ‘to" appropriate and to
spend when all we have to do is
to .start the printing presses roll-
ing.

“It can’t happen here. X

Wake up! It is happening here.
In 1939 Americans subscribed
billions to U.:S. Savings ‘Bonds.
Ten years later, in 1949, the ‘1939
dollar is worth 53 cents (Federal
Reserve Bulletin ﬁgure of .Sept.,
1949, p. 1183). - It purchasmg
power ‘in ‘the U. S. is 47% less
than in 1939.

We may ignore. but ‘we cannot
escape, the teachings of history.

Economic ‘history ‘records that
eventuallv every country aban-
dons irredeemable paper currency
and returns to convertibility, to
bard money. -Our country -will
return to convertibility and hard
money sooner or later. But losses
to our citizens will be far greater
later. the longer convertibility is
delayed. It -is imperative ‘that
men in positions.of responsibility
get mad and get busy with their
representatives in the ‘House ‘and
in the Senate to show them the
extreme danger inherent in our
irredeemable paper currency and
to enlist their support . to return
to a gold basis as provided in
Representative Reed’s' HR '3262.

Robert ‘P. Lamb Dead

Robert P.. Lamb -died unex-
pectedly Oct. 10, 1949, at Nash- .
ville, Brown Countv. Ind., where
he had . gone on a visit for several
days. .

For the last fen years he was
connected with Alfred O’'Gara &
Co.. in Chirago. Previously, -he
had been with several -other com-
panies. -including -the National
‘City ‘Bank ‘and ‘the Continental
Illinois National Bank.

During World War II he served
the War Production Board :as an
industrial engineer, while ;on a
 yvear’s absence from Alfred O’Gara
& Co.

Mr. Lamb was born in.Spring-
field, Mass, .Tuly 4,1891, gradu-
ated  from Torrington ‘(Conn.)
High School, .and later attended
the “Literary Institute College in
Connecticut and .the - American
Institute -of ‘Banking.

" 'He is survived. by his w1dow,
the former Gertrude, J. Kral, 1646
South Lombard Avenu€, Berwyn,
and three -daughters .and four

grandchildren,
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~ Indications ¢f Current Business Activity

The following statistical tabulations cover productlon and other figures for the latest week or month available (dates : .

shown in first column are either for the week or month. ended on that date, or, in cases of quotations, are as of that date):
; Latest Previous Month Year Mohth Month Ago’ i
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago 3 Latest Previous Year 1

“Indicated stee! opetations (percent of CapaCity).cmmmemmsmmmm—m- Oct, 30 9.0 9.3 84.6 98.9 AL;’%’&'?L‘ l;URElmAU Oi; MI{\'ES)T i oo
Equivalent to-y- roduction of primary aluminum in the U. 8. :

Bteel ingots and castings (net tons) Oct, 30 166,000 172,000 1,559,600 1,782,600 (in ghort - tous)—Month of July......._.. 55,777 54,184 52,937

s 8tocks of aluminum—short tons—end of July 53,803 48,107 11,382
AMERICAN PETROLEUM INSTITUTE: ] : : -

Crude oil output—daily average (bbls. of 42 gallons each)...-._-Oct, 15 5,043,550 5,014,800 4,845,300 5,633,600 | ALUMINUM ' WROUGHT PRODUCTS (DEPT. i i

Crude runs to stills—daily average (bblS,) cmmeermm oo Jct. 15 15,324,000 . 5,335,000 5,306,000 5,609,000 OF COMMERCE)—Mon:h of August: * i

Gux"ollne outgutc(?gﬁ.);-- 822 %g lz.ggg.ggg lg,}gg,ggg 17,345,000 17,424,600 | ~ Total shipments. (thousands of poundsj____. 80,201 - 71,730 135,196 1

0sene outpu ) PR . .65, ,190, 1,759,000 2,289,000 X

Gas, oil, and distillate fuel oi]l output (bHIS. ) wmm o mccmm oo Oct. 15 6,752,000 7,131,000 6,667,000 7.425,000 | AMERICAN GAS ASSOCIATION — For Month % ; .

Residual fuel oil output (bbis.) - Oct. 15 7,659,000 7,363,000 7,485,000 9,163,000 of August:

Btocks at refineries, at bulk terminals, fa transit and in pipe lines— R Total gas: (M therms). .. il ol ciiu oty 2,133,801 2,083,014 2,086,757
Finished aund unfinished gasoline (0bls.) ‘@b cmcemm oo ~.0ct. 15 102,767,000 102,707,000 103,331,000 91,483,000 Natural gas sales (M therms)..__.._ 1,936,205 1,881,669 1,891,882
Kerosene (bbls.) at . Oct. 15 27,758,000 217,548,000 26,436,000 26,877,000 Ifanufaetured gas sales (M therms). 5, 128,235 140,607 ' 136,261 £
Gas, oll, and distillate fuel ofl (HDis.) bo oo Oct. 15 66,952,000 85,800,000 80,114,000 74,278,000 Mixed gas' sales (M therms). . .. i ____ 6,361 . 60,738 58,611

. Besidual fuel oil (bbls.) at Oct. 15 69,081,000 68,222,000 68,527,000 59,558,000 AMERICAN TRUCKING ASSOCIATION

ABSOCIATION OF AMERICAN RAILROADS: - " _Month of August:
Revenue {reight Joaded (NUMDET Of CAL3).rmemmmmmmm o --Oct. 15 §583,913 574,228 743,022 912,057 | Number of motor carriers reporiing.. 342 £342 342
Bevenue freight received from ‘connections (number of cars)-.-.Oct, 15 , §506766 - 519,010 570575 722,490 Volume “of . freight t.anbported (tons) 3,497,043 ° 2,968,818 3,300,796
ACIVIL ENGINEERING CONSTRUCTION ~— ENGINEERING NEWS- BANE qgﬁrg_ﬂ;ﬂuxn&sggvg OS‘;FSI"I‘NE(;:E 4o .
RECORD: Mont“x of September (in thousands 101,060, 804,000 '$104,754
,}"ojtale. S.tconts.truction gr: gg $121,542,000 $143,697,000 $188,659,000 - $129,008,006 D { 3 dempiras 101050, .oo 498, ’0 1000, $104,7>4,000
rivate constiuction ....... ct, 62,894,000 66,327,000 95,673,000 55,204,000 ; :
“Public construction Oct,20 58,648,000 77,370,000 ~ 92,986,000 73,804,000 BUSINESS INVENTORIES, DEPT. GF COM- -
State and municipal. ... oo : : Oct. 20 . 51,459,000 59,959,600 ' 64,267,000 .  62,528,00C Manﬁm%ltl“—;gnnm of July (millions of $): ~ o 830304 20,23
Federal e Oct.20 7,189,000 17,411,000 28,719,000 11,276,000 | rolecie g =z $ ?,ggg e et s e
- : : ; ; : Retail BT 12,8757 . *13.432 13,438
4DOAL OUTPUT (U, 8. BUREAU OF MINES); 3 4 4 £
Tenosyivania, anthrache: (soasy : Oct:13 13000 - Todeo00 - Tsdbons  1ssyeee| Tl R A5039T 00 SRS eg . 051, Bog.
“Beehive coke (LONB) momee o Oct. ®

< A tons) ; . cLe 19 #4700 2,300 10,700 150,000 | coppER INSTITUTE—For month of Sept.; _ :

} ; Copper: production in U. 8, A.— S w R

.ﬂPAETMEl\T STORE SALES INDEX—FEDERAL RESERVE SYS- . i Crude (tons of 2.000 'ibs.)__ . 64,237 .. 62,279 88,105
i T 'l'EM-—-lBJ5-3J AVERAGE*IOU Oct. 15 288 297 315 331 Refined (tons of 2,000 Ibs.).__..___._____ 79,949 = * 85,577 102,796 |
: . < Delllve(r;es&to customers— - ; ¢ [

EDISON ELECTRIC INSTITUTE: o ; ; ; : n A. (tons of 2,000 Ibs.)__._._._.. : . 103115 90,739 122,933
Electric output. (in 000 kwh.) LI0ti 20 BTN B AB0,T3N T B BBB6AL, B,538,885 | T ot ooy Trks as.end of perlod X008 aa et ety ik b
o 3 0 » ! "
WAILURES (COMMERCIAL 'AND 'INDUSTRIAL)—DUN & BRAD- COTTON ACREAGE AND PRODUCTION U. S, - gl g i kAR 4
STREET, INC, Oct, 20 181 172 169 124| = DEPT.. OF AGRIGULTURE—As of Oct. 1: : ’ : i

: ; { Acreage 25,907,000 . 25,907,000 - 23,003,00%
FMON AGE COMPOSITE PRICES: : § ; Production 500-1h. gross bales__.._.._.______ 15,446,000 - 14,943,000 - 14,868,000 1

Finished steel (per lo.) Oct. 18 13.705¢ 3.705¢ 3.705¢ 3.720¢ ‘ - ; |

Pig {ron (Der gross ton)-...... ; Oct. 18 $45.80 $45.88 $45.88 846.91 | COTTON GINNING (BEPT. OF COMMERCE): 3 o i

Berap steel (per gross ton). s s Oct, 18 $26.50 $26.58 $27.42 $43.16 Running bales {excl. of linters to Oct. 1).._ 5,309,240 el 5,305,456 ;

- i
METAL PRICES (E. & M, J, QUOTATIONS): . FREIGHT CAR OUTPUT-—DOMESTIC (AMER- i

Electrolytic copper— - : . ICAN RAILWAY CAR INSTITUTE—Monta ! '

Domestic refinery at : Oct. 19 17.325¢ 17.395¢ 17.325¢ 33 angd |5 iRl Beptembers i

. " Export refinery at : Oct. 19 175500 175500 175500 234950 | Deliveries (number of care) ... 6,141 7,178 Notavail. *’ ;

$traits tin (New York) at Oct. 19 000 Backlog of orders at end of month (number . 4 3 |

c 96.000c 96.000c 103.000c 103.000¢ 5 3 4

Lead (New York) at Oct. 19 13.000¢ 13.750¢ 15.125¢ 19.500¢ AR e L 22,203 28,731 108,89 .

;zﬁd (8t. Louis) at Oct, 19 12.800¢ 13.550c 14.925¢ 19.300¢ , = i’ ' 1

Zinc (East St. Louis) at oct. 19 9.250¢ 9.250¢ 10,000¢ . HOUSEHOLD ‘'WASHERS AND  IRONERS — i

.00 15.50U¢ i

STANDARD  SIZE - (AMERICAN HOME ]

MOODY’S BOND PRICES DALY AVERAGES: ‘ A DY MANUFACTUERS SASROCIAC ]
% )—Month of August:

H'efageﬁoc\;igg;l:&t Bonds 85% gg i?ggi ;l.?ggg }0g.87 100.6¢ Factory ' sales of washé‘rg (onitsyizz cil iRt 323,189 200,900 362,167 i

: g 3 g . 15.04 110.88 Factory sales of ironers (units)_.___________ g 4 i

Axy AL Oct. 25 12084 400,04 Toros 110,88 Y s (units) 32,300 17,700 35,203 ;

A ot 801000 v nee 11427 MAGNESIUM_ WROUGHT PRODUCTS (DEPT. f

Baa .. Oct. 25 106.74 106.56 106.39 ]03'9‘: OF COMMERCE )—NMonth of August: 4

Reilroad Group Oct. 25 109.60 109.42 109.60 106'5” Skipments (in pounds). ... ____________ 671,000 748,000 497,000: H

‘mllc }!g:mles Group. Oct. 25 116.61 ©116.41 116.22 111.81 !
ustrials Group Oct. 25 119,20 119.41 119.41 114.6¢ | PERSONAL INCOME IN THE I&N!ng STATEISx f
(DEPARTMENT OF COMMERCE)—Mont
#400DY'S BOND YIELD DAILY AVERAGES; . 9quly (inbillions 1y
J Total personal income L $209.7 #3$232.4 $214.5.
74 2 e enment Bofh-rropitc bl Oct, 25 221 2.22 2.22 2.45 Wage and salary receipts, total__________ 1337 #1340 1346
Aagiori s Oct. 25 2.90 2.90 2.90 3.1¢ Total employer dishursements_.__ 1359 *136.3 136.8
24 A Oct. 25 2.61 2.61 2.60 2.8¢ Commodity producing - industries.. 58,1 *58.3 60.7°
o Oct. 25 2.70 2.70 2.69 2,9¢ Distributive industries ___ 40.2 *40.4 39.8

-y - Oct. 25 2.94 2.94 2.94 3.1¢ Service industries..___ 17.0 17.1 16.9

Ratrond ooans Oct. 25 3.35 3.36 3.37 3.51 Governmient; ool o gs T ns 20.6 20.5 19.4-

Public Utilities Group 7o Sopes 32 3:20 519 3.36 Less employee contributions for social : i e

----- e 82 ‘ . . .07 insnrance 2.2 4 i

Industrials Group Oct. 25 2.69 2,68 2.68 2.92 Other labor 1 I 2.1 22 sg.g

5 E Propriétors’ and rental income. 44.5 46.8 ,
‘MOODY'S COMMODITY INDEX FRAErR Oct, 25 339.7 335.7 344.4 404.€ Personal interest income and dividend 17.3 *17.3 16.0¢

¥ Total transfer payments 12.1 12,1 11.1
ANATIONAL PAPERBOARD ASSOCIATION: ! : Total nonagricultural income_... 191.1 *191.8 190.2

Orders received (tons) Oct. 15 191,375 282

Production (tons) — : oct. 15 208,450 201,544 203,128 1 i | REAL ESTATE FINANCING IN NON-FARM

Percentage of nctlvlty Oct. 15 94 92 . ""92 on AREAS OF U. S.—FEDERAL SAVINGS

Unfilled orders (tons) ot oct. 15 422,552 440,721 369,573 384,134 iNB?onr{ggAﬂgﬁgn&xggg oﬁg&g?)lynxox

Savings and Loan iations : $341,374 $305,568 $319,534

WOIL, PAINT 'AND DRUG REPORTER PRICE INDEX — 1926-36 " Insurance com i /
. panjes: Siolei lietn T Ty 88,578 79,352 84,47%
- AVERAGE=100 Oct. 21 126.1 126.7 129.3 143.1| Banks and Trust companies 218,682 193,910 222,673
Mutual Savings banks By . 67,255 62,343 73,550
48TOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- Individuals 171,434 160,655 184,270
g’guggalgssﬂ CAND SPECIALISTS ON THE N, Y. STOCK Miscellaneous lending institutions_.________ 167,580 151,692 139,817

URITIES EXCHANGE COMMISS ;

Odlg-hg sales hy dealers (customers’ purchases)— ik Total $1,054,843 $953,520 @ $1,024,323
ey afcmers Oct. 8 20,648 18,580 12,586 16,920
Dollar value Oct. 8 625,857 537,096 351,895 455,005 | SELECTED INCOME ITEMS OF U. S. CLASS I

ot Dutriskes By BerorT s e o Oct.-8  $23,460,428  $20,753,844¢  $14312,271  $20,035,511 RYS, ( lol}teJr:)t;_te Commerce Commission)— _

“"c".‘flféwffrs" ".Zﬁf,rt g,:lli?morsr tolal salen -----Oct. 8 23,389 24,496 15,141 15,49¢ |  Net railway operaling income______________ $50,337,003  $61,263,278 $105,256,808
Customers’ other sales Oct. 8 182 119 119 7 | Other income 17,582,020 23,408,718 16,459,269
Number of shares—Customens Toral ool Oct. 8 23,207 24,377 15,022 15,421 Total dAnceme: i -l -l lil iidieiia s i 67,919,023 84,671,996 121,716,077
Customers’. short sales TS’ total sales - : Oct.. 8 654,991 637,455 389,619 412,431 Miscellaneous- -deductions- from  income 2,482,761 2,582,771 5,056,195
Customer's' other <ale§ ct. 8 6,484 4,640 4,760 2,983 Income available for fixed charges. 65,436,262 82,089,225 116,859,882
Dollar value e Oct, 8 648,507 632,815 384,859 409,448 Income after fixed charges__..__.__ 30,368,994 45,505,179 80,074,462
Round-lot sales by dealer Oct. 8 . $21,501,537  $20,224,962  $12,680,631  $14,924,113 | Other deductions ; 3,507,934 3,029,253 3,187,978
Number of shares——-Toi_l— 1 Ncet income 26,861,060 42,4’75,926 76,886,484
Short sales al sales. Oct. 8 274,410 162,960 117,430 Depreciation (way & structures & equip.)_. 34,029,952 34,029,070 31,221,196
Other sales Oct. 8 Amortization of projects. 1,372,672 1,372,995 1,373,752
Round-lot purchases by dealers— Oct. 8 274,410 162,960 117,430 | Federal income tt’axes ______________________ 17,434,132 = 23,749,206 48,854,376
T e : : Dividend appropriations: ;
Number of shares L Lo-.Oct, 8 202,480 117,330 187,710 On common stock 396048 ., 13,844 577 e poas
! On preferred stock.___._____.___ .. ____ 6,139,277 ,055, ,411,
WWHOLESALE PRICES NEW SERIES—U. S, DEPT, OF LABOR— . iy Ratio of income to fixed charges_. e 187 2.24 3.19
1926=100: : 2
. Al - i 3 \ TREASURY MARKET TRANSACTIONS IN DI-
Farm products ek 18, 152.1 15217 777 154.0 165.8 RACTAND, CUARANTERD SECURTIIES
i Jct. 18 159.6 160.1 163.1 186.0 . S. A—Month of September:
Foods 2 f
Oct. 18 160.4 *165. Net sales .
Au.r::t'?g“;ﬂ_géisct‘;m” than farm and foods..._____________ | . gc§ }3 1449 3125_8 iigg }gg!— Net purchases f $1,572,750  $3,762,350  $7,174,000
o ct. 18 137.6 *137.7 139.6 148.4 ;
g lenilng Mmaterlal. et. 18 1312 #1312 1303 137.7 | UNTTED STATES EXPORTS AND IMPORTS—
)2t 18 3. Y E s omi 3
All other = oct. 18 iies 1164 s 29351 Exports ; $880,500  $897,000  $990,000
3 ” Imports 490,600 455,500 605,506
Bpeclal indexes—
e . UNLTED STATES GROSS DEBT DIRE )
‘ ‘Jfé’e‘?&ck e gc:. {g S igz.} w 155.4 : 155.2 17L.1 .cmmnnm—(oogs omitted): gT. A0 : y
" Meats S et I 95.5 208.1 252.4 As’ of -Sept.. 30. $256,708,917 $255,879,042 $251,553,319
Hides and skins dct, 18 - 218.2 2179 236.1 254.6 | General fund balance 5,698,886 . 4,417,886 3,995,156
eRevised {i FInclades Oct, 18 201.1 207.8 . 198.9 203.7 Computed annual rate 2.224% 2.230% 9,935,
évised figure. nel 492,000 barrels of forej 1tTh ;
years 1941 to date, The Weights used ‘are based on tgn crude runs. e weighted finished steel composite was revised for the Net debt $251,010,031 $251,461,156 $247,558,163
he average product shipments Ior the 7 years 1937 to 1940 mcluswe and T -,
1945 to 1948 inclusive, ¥Retlects eﬂect “of five-day week euecﬂve Sept. 1, 1949, . ] B *Revised ‘figure, R g Z
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(Continued from page 7)
favorable - side. = 'The automobile
industry is the largest consumer
of steel and its costs will go up
Jjust when-Detroit dealers are re-
porting that discounts off list
prices prevail for all makes ex-
cept Ford and Chevrolet.

How General Situation Shapes Up

Well let’s see how the general
situation shapes up. The several
small setbacks that business nas
suffered since the end of the war
have confounded not a few busi-
ness forecasters. Once a slide got
started they had visions of an-
other 1921, another 1929 or at
least a 1937.

So .in 1947 they thought we
were in for the usual post-war
shakedown corresponding to 1920.
That little faltering in trade, in-
dustry  and prices was quickly
dispelled under the influence of
several major developments—an-
nouncement of the Marshall Plan,
the short corn crop and the coal-
steel settlements. e

While these immediate factors
probably turned the trend back to
the inflation side, I think it is
agreed. now  that the basic in-
fluence . was..the. bulging public
- pocketbook. . For:-instance, the

Federal Reserve survey.of.con-

sumer finanees shows that early
in 1947 some-31%. :of the spending

.units considered themselves. “bet-.

ter off”’ than a. year . earlier. as
against only 20% in 1946. :

For the year 1949 this survey
revealed that the ' “better off”’
category had jumped to 33%
from 29% 'in 1948. In giving the
highlights of this canvass, the Re-
serve Board reported:

“Personal indomes rose substan-
tially during 1948 to a new record
level, and there were indicationg
that in large part the increases
were received by consumer
spending units whose incomes
had been less than $4,000. The
proportion of consumers who felt
their  financial position was at
least as good as, or better than, a
year earlier, was larger at the
© beginning of 1949 than in any
recert year, according to inter-
views taken on a nation-wide
basis early this year. g

“The possibility of lower prices
was widely viewed as a definitely
encouraging prospect. Notwith-
standing a slight increase during
the year in the proportion of con-
sumers reporting no liquid asset
holdings the financial position of
most consumers was relatively
strong, with many having sizable
secondary reserves.

“Consumer plans to buy auto-
mobiles, other durable goods and
houses at the outset of the year
were, on the whole, about as
large as buving plans reported
early in 1948.”

That finishes up the quote from
the Reserve survey. Mr. Sloan of
General Motors expressed gratifi-
cation recently that the demand
for automobiles had beld un so
nicelv. What he might have
added was that it is the state of
the public pocketbook- which is
most important when ‘we talk
about consumer demand, The
next important thing is what con-
sumers think of vrices and the
values - being -offered.  Becanse
people can have money and at the
same' time chonce not to emend it

Now disposable personal income,
which is -personal incomae minug
personal tax: and non-tax ' pay-

ments, has been rurning nnita

steadv. At the half-year mark the
reduction.was only 1% vnder the
figure at the close of 1048,  Per-
soral savings were running at the
annual rate of $1R pillion or shont
three-anarters of a billion more
than last year.

Peovle Waiting for Lower Prices

One’ conclusion to be drawn
from these figures is that people
have the money to.spend but are
waiting for lower prices and bet-
ter values.. The appliance manu-
facturers found this out for them-

jitized for FRASER
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selves and there is now a re-

surgence of demand for refrigera- | th

lors, cleaners and even radios.
Television, of course, is boiling.

The point I am trying to make,
however, is that consumer income
and savings have previded a
major cushion against a real
nose-dive in ‘business. There is a
big short interest in consumer
demand that argues against a real
collapse. There have been other
cushions, too, which have still to
be tested out in a major business
slump.

Price supports for agriculture
certainly kept the setback in
commodity prices early this year
within reasonable bounds. Our
security markets have not seen
the speculative excesses of the
Twenties. Banks don’t fail these
days and the amortizing mortgage
has * worked wonders in real
estate. |

These were New Deal schemes
which were bitterly criticized
when they were proposed and
now are accepted as excellent
practice and as proper bulwarks
for a thriving economy.

Now the peak of our post-war'

boom was reached about a year
ago. The Federal ‘Reserve index
of industrial production made 195

in October and stayed there for |

-another month. Then the slide
started and by last. July-the in-
.dex was.162. Thus, the slump in
over-all production was ‘ about

17%.

The two chief categories of
production behaved differently.
In durable goods the peak was
made last year in‘ October but
non-durables (which include tex-
tiles) had established their peak
bv a small margin in February of
1943.

I hope you don’t' mind my
throwing in a few figures just to
keep the record straight. My pur-
pose in referring to the produc-
tion index is partly to point out
that the exvnected actually came
to pass. Soft goods caught up
with corenmer demand faster
than durables for obvious reasons.
They had only a small reconver-
sion problem or none at all. In
durables the war shortages were
more severe - and - reconversion
posed greater difficulties,

Customers Getting Choosy

In both divisions of industry,
bPowever, the rush to fill uo the
pipe-lines haq been completed a
yvear ago. The lines were over-
flowing at prevailing prices. The
public began to balk. As mer-
chants put it, their customers
got “choosy.”

So business inventovies hit a
peak of £54.8 billion last March
but by July had been recduced to
$50.4.  Manufacturers. cut their
stocks from 32 billion in Feb-
ruary to $29.7 in July. The new
order index of the Commerce De-
nartment was 265 in ‘Sentember.
1048, and 192 last July or almost
30% lower.

We may eriticize the so-called
“prophets of doom” who saw lit-
tle but dicaster ahead in the early
months of this year but at least
the warning signals were raised
and what mig¢ht have been a nasty
over-accumulation. of goods was
avoided.

In fact too much foot pressure
was put on the brakes. Produc-
tion schedules were cut too
sharoly. . Retailers - became too
cautious in their: forward orders.
But both manufacturers and mer-
chants were aware that prices
would have to. be lowered to get
“choosy” customers to buy.

Julv was the bottom of this de-
pression scare. Soon it was dis-
covered that the public was in-
terested in some of the new
values which were being offered.
Good promotions “clicked” even
in the dog days. In-the heavy
lines it was"discovered that plans

for new plant and equipment had

siness Picture

Shortages showed up here and
ere,

Starting in late July and Au-
gust we experienced *'what has
been called an “inventory boom-
let” —-a move to replenish stocks
which had become too low . be-
cause production had been cut too
sharply — and just possibly in
some cases with the idea of mak-
ing prices stick. Retailers who
had hoped in June and July to
drive better bargains by holding
off on orders decided there was
no advantage in waiting longer.
It occurred to them, perhaps, that
stores do business on merchandise
and not on vain hopes.

The inventory boomlet, how-
ever,. has pretty  well. run ' its
course, Retailers find that sales
volume is running below a year
ago by wider margins. Manu-
facturers feel the pressure grow-

1ing for prices that will attract

more business for their customers.
The big strikes have aggravated
this trend.

Capital Goods Expansion Ebbing

And <in the background that
staunch prop to high-level opera-
tions—capital goods expansion-—-
seems ‘to be ebbing:: - Last .year
industry - spent: better than ' $19
billion:on new.plant and equip-
ment. For the first half of this
year expenditures ran even a bit
higher.than,in 1948.. .They were
somewhat lower in the third quar-
ter and are dipping faster now.
Plans were not shelved but they
are being completed.

Temporarily, therefore, industry
is finishing up ‘its big building
boom . which was financed ' so
largely out of earnings. If profits
do not fall off too sharply, stock-
holders will do much better now
that the building bills have been
paid. But there is still a vast
field for cost-reducing plant and
machinery and that is why a new
treatment of depreciation by our
government is so urgent. We
cannot. sell -our most modern
equipment abroad and then com-
pete with its product on obsolete
machines.

In production, durable equip-
ment which scaled to another $22
billion in 1948, the outlook is for
lower purchases. The ratio was
8.6 to gross national product in
the first quarter of this year, In
1929, it- was 6.1. ' This classifica-
tion includes passenger cars used
for business, trucks, farm tractors
and other machinery and the pur-
chases made by railroads, utilities
and mines.

Against the sag in these basic

‘| factors -of what might be called
-industrial housekeeping, may be

placed the rise in home building.
After poking along behind 1948
until May, the June figures
showed a jump and the year looks
good for an all-time record. The
previous peak was way back in
1925 with 937,000 starts.

In the foreign trade field we
ought to see more imports and 2
lower volume of exports as a
result of devaluation. But the fact
of the matter is that production
costs abroad will have to be pared
considerably in order to give
much effect to the currency
changes. * The gist of the dollar
shortage predicament is that we
have learned to lick the world on
production costs, ;

As Milo Perkins, who engineered
the successful food stamp plan
when he was Surplus Marketing
Administrator, put.it:

“The so-called dollar shortage
is a ‘phoney’ in terms of seman-
tics. What people in other lands
are really saying ‘when they use
the phrase is this: that they want
more of the goods which can be
bought in the United States than
they can afford—more than their
own production permits them to
buy.”

Continuing, Mr. Perkins said:
“I've had a dollar shortage in my
personal affairs many times in my

not been shelved "last ‘spring.life. All it meant was that I was

not earnings enough to buy every-
thing I.wanted™ = - =~ "

The effect of devaluation on our
prices will be on the ‘downside
mainly because of the rechannel-
ing of export goods into the do-
mestic market, The ECA urges
$2 billion a year more in imports
Urging; however, will not “take
the place of making the right king
of 'goods at the right prices and
for. delivery here at the right
time, ,

A Summary of Current Trends

Current trends in business,
therefore, might be summed ug
this way: (1) The public.still has
money to spend, but is price con-
scious and choosy; (2) - capital
goods expansion, main prop of &
boom, is ebbing; (3) home build-
ing, the second best prop, is still
on the upgrade, and (4) foreigr.
trade appears headed towards
more imports and less exports
The' price effect would be on the
downside. :

In distribution a significant de-
velopment is that merchants have
finally ‘abandoned the ‘idea that
they -must -accommodate - them-
selves to the shopping ideas of
the Gay Nineties when the car-
riage -trade indulged:  itself 'in &
leasurely round of the fashionable
spots.. New the trend is towards
““leasier: and. faster - transactions.”
Branch. stores, supermarkets, au-
stomatic: - merchandising,
shaped .to today’s customers who
can’t make ‘an avocation of shop-
ping—simply because -there’s - too
much else to do.

While the big retailers of the
country are. quick-stepping along
this. new. line of making it more
convenient, faster and better to
shop, they still seem to hold to
traditional ideas on promotion
As the tempo of retail transac-
tions goes up, it would seem cor-

all . are

rect to argue that advertising an&

‘promotion ought to be stepped up

also, =

“I think much can be said for
the theory recently advanced that
for every dollar production puts
into new plant and equipment,-
distribution ought to put a dollar
into the promotion Kkitty. What'
this theory comes to is that we"
have made the country productioms -
great through spending money for -
more efficient machinery and we-
must improve - our = distribution
processes through making more
and more people want what we
produce, And when we " jump-
production to satisfy their wants,
they will thereby gain the money
to spend on the extras.

Distribution is now entering itss
engineering age. Warehousing
and materials handling have made-
great strides since the war in the
retail field with some  startling
economies over old methods. But .
the main field of distribution wilk
always be the satisfaction of A
human wants and its engineering -
must be shaped to that purpose.

It is quite worthy of note that
as distribution tends toward engi- "
neering practice, production finds
its new problems in human rela- .
tions. Industry spent its time om
machines—it must now work oug
better' methods of dealing ‘ with -
the ‘men who work those ma=
chines, 3 P

As the half-way mark of thie
‘century approaches, we turn froms
our machines to our men, Across
the seas the Soviet keeps up her
shout of “Imperialism” and = re-
doubles her efforts to make ma-
chines out of men. We have made,
and will keep making, some mis- -
takes like this “bull-headednesg®
of ‘our steel leaders, but in the -
long run who can doubt that men -
mean_more, and far more, tham
machines. , .

to share their accommodations.

other hotels.

the Hollywocd Beach Hotel.

the proper hotel rooms.

trains should, of

Saturday, Dec. 3
Lv.New York . :
Lyv. Newark :
Lv. North Philadelphia
Lv. 30th Street Phila.
Lv. Wilmington ;
Lv. Baltimore

Lv. Washington

Lv. Richmond

Sunday, Dec. 4

Lv. Jacksonville
Ar. Hollywood

Those traveling to Hollywood

Pennsylvania RR.
Pennsylvania RR.
Pennsylvania RR.
Pennsylvania RR.
Pennsylvania RR.
Pennsylvania RR.
R, F.&P.RR.
Atlantic Coast Line

Florida East Coast Ry,
Florida East Coast Ry,
(Continued on page 38)
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(Continued from page 11)
space available, it is recommended that members make arrangements

Requests for parlors will be filled to the extent possible, Some
parlors have two bedroms adjoining them, but most have only one.
The bedrooms adjoining parlors are double rcoms.

Arrangements have also been made whereby the Surf Hotel and
Seacrest. Manor will be available if needed to accommodate any over- -
flow. If there is an overflow, member houses will, to the extent
necessary, be limited to two bedrooms at the Hollywood Beach Hotel
and their additional representatives will be placed at one of the

Both the Surf and Seacrest Manor are attractive smaller hotels, -
located on the ocean front. The Surf is immediately next door te
Seacrest Manor is about a three-minute 5
drive from the Hollywood Beach Hotel, Frequent transportation be-
tween the two will be provided without charge, Members stayiag
at these hotels will take their mesls at the Hollywood Beach Hoted,
with the exception that a continental breakfast will be available at
Seacrest Manor for those desiring it. ;

HOTEL REGISTRATION—BAGGAGE

Representatives of the Hollywood Beach Hotel will travel on the -
convention special trains and will furnish passengers with slips in~
dicating their hotel room numbers. These slips should be presented -
to the floor clerk on the proper floor, and the floor clerk will turn
over the key to the room. It will not be necessary to register.

The hotel’s representatives will also' furnish passengers with :
baggage tags filled out with their names and ‘hotel room numbers.
One of these tags should be attached to each piece of hand baggage.
Then, upon arrival in Holiywood all such baggage will be transported
immediately from the station by truck and distributed

promptly te

by other means than the special 5

course, register at the hotel desk in the regular wag,
. CONVENTION TRANSPORTATION
Special trains for the convention will be operated from New
York and Chicago to Hollywood-and return. In addition, special cate
will-'be operated from Cleveland, Detroit, Pittsburgh and St. Louis, /
and will be attached to the special trains en route. The schedules for i
these trains and cars will be as follows: "
' NEW YORK SPECIAL TRAIN

Going

Eastern Time
10:20 a.m.
10:35 am.
11:55 a.m.
12:05 p.m.
12:37 p.m.

1:39 p.m.
2:20 pm. .
© 5:10 p.m. |

4:50 a.m.
10:50 a.m.
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Returning

Seaboard RR.

Eastern Time

Friday, Dec. 9 4:50 p.m.

Lv. Hollywood

Saturday, Dec. 10

Ar. Richmond

Ar. Washington

Ar. Baltimoie

Ar. Wilmington

Ar. 30th Street Phila.
Ar. North Philadelphia
Ar. Newark

Ar.New York

—

cuABRWN=S

Seaboard RR. :50 a.m.
R.F.& P.RR.

. ennsylvania RR,
Pennsylvania RR.
Pennsylvania RR. -
Pennsylvania RR.
Pennsylvania RR.

Pennsylvania RR.

CHICAGO SPECIAL TRAIN
Going

NN g,
BV 'S
55888

5 p.m.’
0 p.m.

SR RO = 8D b Lo th

Central Time
1:30 p.m.
5:50 p.m.
8:30 p.m.

11:58 p.m.

L J

Friday, Dec. 2 )
Lv. Chicago (Union Station) Pennsylvania RR.
Lv. Indianapolis rennsylvania RR,
Lyv. Louisville L.& N.RR.

Ly, Nashville L. & N.RR.

Saturday, Dec. 3
Lv. Montgomery 6:45 p.m,

A Eastern Tim
4:15 p.m.

10:15 p.m,

Atlantic Coast Line

Florida East Coast Ry.
Florida East Coast Ry.

Returning

Lv. Jacksonville
Ar. Hollywood

Eastern Time

Friday, Dec. 9
a4 8:15 p.m.

Ly. Hollywood

# Saturday, Dec.10
Lv. Jacksonville
Ar, Atlanta
Ar, Cincinnati
Sunday, Dec. 11
Ar, Chicago

Florida East Coast Ry.

2:30 a.m.
11:00 a.m.
11:15 p.m.

Central Time

7:00 a.m,

Atlantic Coast Line -
Atlantic Coast Line
L. & N.RR.
Pennsylvania RR,
‘CLEVELAND SPECIAL CAR
.Going
N.Y. Cent. System

N.Y.Cent. System
Chicago Special

Eastern Time
12:20 p.m,
Central 't'1me
5:35 p.m.
5:50 p.m.

Friday, Dec. 2
Ly. Cleveland

Ar, Indianapolis
Ly. Indianapolis

Returning

Eastern Time
11:15p.m.
11:50 p.m.

Saturday, Dec.-10
Ar. Cincinnati
Lv. Cincinnati
Sunday, Dec. 11
Ar, Cleveland”

Chicago special
N. Y. Cent. System

" N.Y.Cent. System

DETROIT SPECIAL CAR
Going

N. Y. Cent.System
N. Y. Cent. System

N. Y Cent. Systerh
Chicago Special

6:55 a.m,

Friday, Dec. 2
Ly. Detroit
Lv. Toledo

Eastern Time
11:00 a.m.
12:33 p.m.

Central Time

5:35 p.m.
5:50 p.m.

Ar. Indianapolis
Lv. Indianapolis

Returning

Chicago Speeial
N. Y. Cent. System

Saturday, Dec. 10
Ar. Cineinnati
Ly. Cincinnati

.. Sunday, Dec, 11
Ar. Toledo
Ar. Detroit

Eastern Time
11:15 p.m.
11:30 p.m.

.5:00 a.m.
7:00 a.m.

N. Y. Cent. System
N. Y:Cent. System

PITTSBURGH SPECIAL CAR
* Going
Friday, Dec. 2
Lv. Pittsburgh
Saturday, Dec. 3
Ar. Washi’ngton Pennsylvania RR. 8:00 a.m.
Lv. Washington New York Special 2:20 p.m.
If there is sufficient demand, a special car will also be operated
on the return trip. The schedule will not, however, be determined
until it is known whether or not such a car will be operated,

ST, LOUIS SPECIAL CARS
Going

Eastern Time

Pennsylvania RR. . 11;25 p.m,

Friday, Dec. 2
Ly, St. Louis
Ar. Indianapolis
Ly. Indianapolis

Central Time
1:00 p.m.
5:12 p.m.
5:50 p.m.

N.Y. Cent System
. N.Y. Cent. System

Chicago Special

Returning

Saturday, Dec. 10 ‘
Ar. Cincinnati
Lv. Cincinnati
Sunday, Dec. 11
Ar. St. Louig

Eastem Time
11:15 p.m.
11:55 p.m.

Central Time

8:00 a.m.
I

Chicago Special
N.Y. Cent. System

N.Y. Cent. System

PULLMAN RESERVATIONS

Pullman reservations for the going trips of the special trains and
cars should be made through the individuals designated below. These
individuals will not, however, be able to handle return Pullman
reservations or furnish railroad tickets, Return Pullman reservations
should be made at Hollywood. Representatives of the railroads will

~ be at the Hollywood Beach Hotel throughout the convention to

handle such reservations. Railroad tickets should be purchased from

Z_local ticket agents in accordance with the instructions on the follow-
ing page.

- New York Special Train—Pullman

trip should be made thrcugh the New

reservations for the going
York Transportation Com-
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mittee, of which Norman Smith, of Merrill Lynch, Pierce, Fenner &
Beane, 70 Pine Street, New York 5, N. Y., is' Chairman,

Drawing rooms, compartments, and bedrooms will be available.
Every effort will be made to assign the type of space requested, but
when the supply of any given type has been exhausted, it will be
necessary to assign another type instead. When bedrooms are ‘re-
quested, and the supply has been exhausted, it will be necessary
to assign a compartment and roommate. Drawing rooms and com-
partments will not be assigned for single occupancy unless it develops
at the last minute that there will be unused space available.

One-way Pullman fares (including Federal tax) to Hollywood
are as follows:

Bedroom
(1Person)
$26.22
25.13
25.13

Drawing Room
(2 Persons)

Compartment
(2 Persong)
$38.87
3697
36.97

New York
Philadelphia
Wilmington
Baltimore 35.08 23.92
Washington 33.87 22.71
Richmond 30.53 20.76

Certificates  Covering Pullman Space—Will be issued in lieu of
regulation Pullman tickets. Certificates will be mailed if applications
are received promptly. Otherwise they may be picked up at the office
of Norman Smith prior 'to 5.00 p.m. on Friday, Dec. 2.

Chicago Special ‘Train—Pullman reservations for the going trip
should be made through Charles R. Perrigo, Hornblower & Weeks,
134 S. LaSalle St., Chicago 3, IlL

Drawing rcoms, compartments, bedrooms, and roomettes will be
available. Every effort will be made to assign the type of space
requested, but when the supply of ‘any given type has been exhausted;
it will be necessary to assign another type instead. When .bedrooms
or roomettes are requested, and the supply has been exhausted, it
will be necessary to assign a compartment and roommate. Drawing
rooms and compartments will not be assigned for single occupancy
unless it develops at the last minute that there will be unused space
available. ;

One-way Pullman . fares . (including Federal tax) to Hollywood
gre as follows:

Drawing Room ‘Compartm’t
(2 Persons) (2 Persons)
$55.09 - $40.77
48.76 36.40
46.58 34.44
Nashville 41.52 30:53 20.76 15.35
Montgomery 32.78 24,16 16.39 12.02

Certificates Covering -‘Pullman Space—Will be issued in ‘lieu of
regulation Pullman tickets. Certificates will'be mailed if applica-
tions are received promptly. Otherwise they may be picked up at the
office of Charles R. Perrigo prior to 12.00 noon on Friday, Dec. 2.

Cleveland Special Car—Pullman reservations should be made
through Robert B. Blyth, The National City Bank of Cleveland, East
Sixth St. and Euclid Ave., Cleveland1," Ohio. Drawing rooms, com-
partments, and bedrooms will be available. One-way Pullman fares
(includi’ng Federal tax) are as follows:

Drawing Room
(2 Persons)

$56.12

Roomette
(1 Person)
$20.24
18.00
17.08

Bedroom
(1 Person)
$27.54
24.38
23.29

Chicago
Indianapolis
Louisville

Bedroom
(1'Person)

$28.06

Compartment
(2 Persons)

$41.40

Detroit -Special Car.— Pullman -reservalions .should be made’

through Ralph Fordon, Ralph Fordon & Co., Penobscot Bldg., Detroit
26, Mich. Drawing rooms-and compartments will be available. One-
way Pullman fares (including Federal tax) are as follows: ;

Drawing Room Compartment
(2 Persons) (2 Persons)
$56.12 $41,40

56.12° - 41.40

Pittsburgh Special Car — Pullman reservations should be made
through M. M. Grubbs, Grubbs, Scott & Company, Ine., Union Trust
Bldg., Pittsburgh 19 , Penna. Drawing rooms and compartments will
?e“available. One-way Pullman fares (including Federal tax) are as
ollows:

Detroit
Toledo

Drawing Room
(2 Persons) (2 Persons)
$56.12 $41.40

St. Louis Special Cars — Pullman reservations should be made
through ‘Harry Theis, Albert Theis & Sons, Inc., 314 N. Fourth St.,
St. Louis 2, Mo. Drawing rooms and compartments will be available.
One-way Pullman fares (including Federal tax) are as follows:

Drawing Room Compartment
(2 Persons) (2 Persons)
$51.41 $38.30

Compartment

RAILROAD TICKETS

Railroad tickets should be purchased from ‘local ticket agents.
They will be able to advise as to fares and as to the form of ticket
best suited to individual needs,

It is important that railroad tickets for the special trains and
cars be routed ro as to conform with the routes set forth in the above
schedules; and it is suggested that, in purchasing railroad tickets, this
bulletin be shown to the ticket agent to assure proper routing. It
should be noted in this connection that round trip fares do not ordi-
narily apply when -the ‘Florida East Coast Railway is used .in ‘one
direction and the Seaboard Railroad in the other. Accordingly, to
provide for those travelling to and from the convention, a special
taritf will be in effect under which round trip fares will apply.
Ticket agents will be on notice concerning this special tariff.

For the information of members, round-trip railroad fares (in-
cluding Federal tax) to Hollywood from points served by the special
trains and cars are given below.

Baltimore $86.05
Chicago 101.37
Cleveland 106.55
Detroit 106.55
‘Indianapolis 91.98
Louisville 81.19
Montgomery 52.44
Nashville 69.93

New York
Philadelphia
Pittsburgh
Richmond
St. Louis
Toledo
Washington
Wilmington

$103.05
94.79
108.96
“74.06
106.95

- 101.49
82.51
92.49

lllinois Pwr. Stock
Placed on Market

Offering of 239,601 additional
shares of common stock of lIlinois
Power Co. was made Oct. 21 .10
the company’s stockholders at a
subseription price of $31.50 per

share on a one-for-eight basis..
Transferable subscription war-|
rants expire at 3 p.m. on Nov.3..

The First Boston: Corp. and Mer-
rill Lynch, Pierce,

of a group of underwriters which

will purchase any unsubscr'gbed.
shares being

portion of the
offered.
Proceeds from the sale of addi-
tional common will be used to re-
tire outstanding -short term bank

loans aggregating * $5,000,000 - on”
Oct. 17, 1949, made to finance con-"

struction expenditures and the
balance for new construction.

The company’s large construc- .
tion program is designed to effect |
substantial operating economies.

by increasing the capacity of -its

generating plants from the present’

level of 160,000 kilowatts to 517,
000 kilowatts during 1953 or 1954,
involving . gross' expenditures of
approximately '$68,000,000. Under
the program, it is.expected that

the company will be able to pro--

duce after 1950 practically all of
its power requirements compared

to the purchase of -approximately .

90% of those requirements prior
to September, 1947. e

Dividends have been paid on

the common:stock at the quarterly

rate of 50 cents per share durinz
the two-year' period ending Aug.
1,.1949, and a dividend of 55 cents

per share, payable Nov. 1, 1949, .

puts the stock on a $2.20 annual
basis. At the conclusion of .the
current sale, the company will
have outstanding 2,156,406 . com-

mon shares, in addition to: $10,-

000,000 ‘par--value of 4.70% pre-
ferred and $85,233,000 of funded
debt.

Total operating revenues for the i

12 months ended Aug. 31, 1949,
amounted'to $39,570,173, of which
approximately 81% was from
electric sales, and net income $6,-
734,937,

- John T. Wall Dead

John Thomas Wall, treasurer. of

R. S. Dickson & Co., Inc., Char- °

lotte, N. C., died Oct. 23. Mr. Wall,

who came to ‘Charlotte in 1942 °

from New York City, was also
treasurer of the Rudick Corpora-
tion and was assistant treasurer

of the Cuba International Textile -

Corporation.

Frank V. Ernst Dead
Frank Vincent Ernst, Assistant
Cashier of W. E. Hutton & Co.,
New York City, died of a heart
ailment at the age of 49, after a
brief illness.

Raymond Palmer & Assoc.

ALBANY, N. Y.—Raymond D.
Palmer & Associates has been
formed with offices at 342 Hackett
Boulevard ‘to engage in the se-
curities' ‘business. 'Raymond D.
Palmer is sole proprietor.

Irving Gaumont Opens
Irving Gaumont is engaging .in

a securities business from offices -

at 319 West 48th Street, New York
City.

Now Knapp and Company

CEDAR RAPIDS, IOWA—Rus- '

sell F. Knapp 'is now sole pro-
prietor of Knapp -and Company,

Merchants National Bank Build- .

ing. Mr. Knapp was formerly a
partner in Knapp and Johnson.

F. M. Van Eck in NYC

F. M. Van Eck has opened of-
fices at 953 Fifth Avenue, New
York City, to engage in the se-
curities business.

@

Fenner &
Beane will act as representatives:
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‘Securities

Now in Registration

@ American Bosch Corp., Springfield, Mass.

Oct. 20 filed $4,000,000 of sinking fund debentures, due
1964. Underwriter—Allen & Co., New York. Proceeds—
To repay bank loans and for general corporate purposes.

-.® American Mercury Insurance Co., Washington,

D. C.

- Oct. 17 (letter of notification) 109,000 shares ($1 par)
capital stock. - Price—$2.70 each. Underwriter — J..G.
Lawlor Co., Washington. For investments. .

i Anckor Mines, Inc., Los Angeles, Calif. (11/1)
Sept. 26 (letter of notification) 296,000 shares (25c par)
‘common stock. Price—$1 each.. Underwriter—Hunter &
Co., New York. To rehabilitate mill and-mill machinery
and to pay current indebtedness.. Tentatively expected
Nov. 1.

® Ascociated Telephone Co., Ltd. (11/15)

* 'Oct."18 filed $9,000,000 of Series F first mortgage bohds_.

"7, tive: bidding:« Probable- bidders: Halsey, Stuart & Co..
| % Inc., Paine; ‘Webber; Jackson & Curtis; White, Weld &
“Co:,; Kidder, Peabody:& Ca.and ‘Shuman, Agnew &: Co;i
(jointly).. Preceeds—-Constructioti ' program. Bids--ex-"

“ . @-.Attantic: Cam Co., Delaware, N. J. . e
Oet. 24 (letter of notification) 25,000 shares of common.
. stock: ' (par.-§1),.. Underwriter — Pulis, : delmg‘_:.& Co @

- due 1979, Underwriter—To be decided under competi-

pected about Nov..15.

Price—$3 per sare.. Retire bank loans, ete.. 0 s
Barclay :0il Co:, Inc;,-Mt. Carmel, Ill.

- Oct. 13 (letter of mnotification) 2,000 shares of non-con-' Aug, 30.(lefter of notification) 250,000 shares ($1 par)
common stock, of ‘which 200,000 will be sold for..com-.

-vertible . ($100 “par)value “preferred stock -and' 6,000
. shares ($1 par) common stock: “To"be offered in-umits
' of one share ofpreféried “and two of common - stock at
$102 a unit. Underwriter=—Sterling, ‘Grace & Co,
York. To acquire oil leases and' drill wells. -
Berry Motors, Inc., Corinth, Miss.

’ ; ification) 6,600 shares {no par) com=- " )
Ochia: tislierolmoillicauion) shiares {rio/par) ~Sept. 28 filed 50,000 shares of class A common stock ($1

mon stock. * To ‘be sold for R. Howard Webster, Montreal,

Canada, at market (between $13 and $15). Underwriter
- —_Gordon Meeks & Co., Memphis, Tenn. ¢

® Black Hills Power & Light Co., Rapid City, S. D.
. Oet. 25 filed 33,730 shares ($1 par) common stock. Offer-

ing—To be sold:to common: stockholders at the rate of

4 one new share for each’five held. Underwriter—Dillon,

Read & Co., N. Y. Proceeds—For construction.

Canam Mining Corp., Ltd., Vancouver, B. C.
Aug. 29 filed 1,000,000 shares of no par value common
stock. Price—800,000 shares to be offered publicly at 80
cents per share; the remainder are registered as “bonus
shares.” Underwriter—Israel and Co., New York, N. Y.
Proceeds—To develop mineral resources,

Capital Airlines, Inc.
Oct. 12 filed £3,760,000 series A 4% debentures due 1960
and $3,700.000 of series B 4% convertible income deben-
tures, due 1960. Offering—Series A and series B deben-
tures are to be offered in exchange for the $7,400,000 of
outstanding 3% % convertible income debentures; due
1960. Underwriting — None. This exchange offer is to
liheralize indenture terms.

Carolina Telephone & Telegraph Co., Tarboro,
Korth Carolira
Sept. 28 filed 29,750 shares ($100 par).common capital
* stock. Offering—Offered to stockholders of record Oct.
19 at rate of two new shares for each five held at $100
- per share. Rights expire Nov. 8. Proceeds—To reduce
indebtedness resulting from construction and for general
corporate purposes. Underwriting—None.
Centrai Maine Power Co. (11/7)
Oct. 5 filed $5,000,000. first and general rmortgage bonds,
due 1979. Underwriter—To be decided by competitive
bidding. Probable bidders: Halsey, Stuart & Co, Inc.;
Coffin & Burr and The First Boston Corp. (jointly);
Blyth & Co., Inc. and Kidder, Peabody & Co. (jointly);
White, Weld & Co., and Merrill Lynch, Pierce, Fenner
& Beane (jointly); Otis & Co.; Shields & Co. Bids ex-
pected Nov. 7. -
Central Maine Power Co. (11/7)
Oct. 12 {filed 200,548 shares ($10 par) common stock and
© 30,000 shares ($100 par) preferred stock. Offering—Com-
mon will be offered for subscription by common and
preferred stockholders in ratio of one new common for
each 10 common shares held and one new common fcr
each two preferred shares held. New England Public
Service Co. (holder of-66:53% of outstanding common)
has waived its right to subscribe for 131,518 common
shares. Underwriters—To be decided under competitive

itized for FRASER

J/[fraser.stlouisfed.org/

_..struction programs.
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bidding. Probable bidders: Preferred—Salomon Bros. &
Hutzler; Harriman Ripley & Co.; W. C. Langley & Co.;
Blyth & Co., Inc. and Kidder, Peabody & Co.: (jointly).
Common—Blyth & Co., Inc. and Kidder, Peabody & Co.
(jointly); Harriman Ripley & Co. Proceeds—To repay
bank ‘loans incurred for construction program and:to
further construction. Bids expected Nov. 7. g

Central - & South - West Corp. (11/2)
Oct_. 13 filed 725,567 shares ($5 par) common stock. Of-
fering—To ‘be-otfered’ common stockholders of record
Nov. 2 at rate of one share for each 10 held. Rights will
expire Nov.. 18. . ‘Underwriters—To be determined by
competitive bidding. Probable bidders include Lehman
Brothers and TLazard Freres & -Co. (jointly); Blyth &
Co.; Smith, Barney &.Co. and Harriman Ripley & Co.
(jointly); Kuhn, Loeb:&. Co. and Carl M. Loeb, Rhoades
& Co.; Ladenburg, THalman & Co.; Wertheimer & Co.
(jointly). Proceeds—To buy additional common stock in
two' subsidiaries as a means of helping them with con-
U Bids—Bids for purchase of unsub-
scribed stock will be received, by company at 20 W.'

“‘Wacker Drive, Chicago, up to 11 am. (CST) Nov, 2." "

@ Color Television, Inc., Bloomfield, N. J.

“Oct. 21" '(letter . of notification). 2,200 shares of ..capital-
-stock ' (no par). Price—$12 per-share.. No underwriter:
~Purchase of television receivers, advertising, etc. Office,
...-290'Bloomfield Avenue, Bloomficld, N. J. g

+-Colorado- 0il & Gas Co., Alamosa, Colo.

pany and 50,000 shares for N. O. Yeakley, a controlling

:stockholder;.at- $1 -each. : Underwriter—W, C. Hitchman-
Co.; New York.. To lease properties, drill wells, and for:

working-_.ngabital.'
Combined Locks Paper Co. (10/31)

par). Underwriter—Hemphill, Noyes, Graham, Parsons
& Co., New York. Proceeds—Offering by stockholders
and not by company,

® Concord Fund, Inc., Boston

Oct. 24 filed 200,000 shares of capital stock. Underwriter
—A. E. Weltner & Co., Inc., Kansas City, Mo. Business—
A diversified management investment company.

... 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.

@ .Consolidated Engineering Corp., Pasadena,
California

Oct. 18 (letter of notification) 100 shares ($1 par) com-

mon stock. To be sold at $5 each to Francis L, Vore,

Monrovia, Calif. No underwriter. For working capital.

® Danielson (Conn,). Manufacturing Co.

Oct. 17 (letter of notification) 244 shares ($100 par)
common stock. To be sold by John E. Holt, Hampton,
Conn., President. Underwriter—Coburn & Middlebrook,
Hartford, Conn.

Detroit Edison Co., Detroit (11/9)
Oct. 14 filed 699,743 shares ($20 par) common stock.
Offering—To be offered to stockholders of record Nov.
9 at $20 per share on the basis of one new share for each
10 held. Rights will expire Dec. 5. Underwriting—None.
Proceeds—To repay bank loans for construction and for
additional construction,

® Diamond Screw & Bolt Corp., Newark, N. J.
Oct. 25 (letter of notification) 150,000 shares of common
stock (par $1). Price, par.. No underwriting. To estab-
lish manufacturing plant, working capital, etc.

® Eastern Stainless Steel Corp., Baltimore, Md.
Oct. 17 (letter of notification) 3,000 shares of common
stock. Price, market (about $10 each), Underwriter—
Hornblower & Weeks, New York. Proceeds to selling
stockholder.

® Government Employees Corp., Washingtbn,

Oct. 13 (letter ‘of notification) 30,000 shares ($5 par)
common stock. Price—$10 each. To be sold to present
stockholders of Government Employees Insurance Co. No
underwriter. To set up auto loan business.

Gulf Atlantic Transportation Co., Jacksonville,
Florida
May 31 filed 620,000 shares of class A participating ($1
par) stock and 270,000 shares (25¢ 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 e:{ current obligations, and to provide working
capital. :

Hallicrafteré Co., Chicago

"~ Oct. 12 (letter of notification) 2,000 shares of common

stock, to be sold by Raymond W. Durst, Vice-President,
?gf gl:rket (about $4.25). Underwriter—Doyle, O’Connor

Hawaiian Electric Co., Ltd., Honolulu 4
June 21 filed 150,000 shages of series E cumulative ($20
par) preferred and 50,006 shares of ($20 par) common.
Offering—Preferred will be offered to preferred holders
at 1-for-3 rate and common will be ottered to common

. stockholders at 1-for-9 rate. Underwriters—Dillon, Read

& Co. Inc. and Dean Wittler & 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 {0 replenish treasury
funds. The balance would be used for other corporate
purposes or construction.

Insurance Co., of Florida, Miami, Fla.
Sept. 7 (letter of notification) 12,000 shares ($10 par)
common. stock. Price—$25 each. Underwriter—Atwill
& Co., Miami Beach. To complete formation of a stock
insurance company, Office, 139 N. E. 1st Street, Miami,
Fla. . !

. /Interstate Power Co., Dubuque, lowa (11/1)
Oct. 10 filed: 300,000 shares ($3.50 par) .common "stock.
Underwriters—To be determined .under competitive bid-~
ding. Probable bidders. include Smith Barney & Co.;

Merrill Lynch, Pierce,-Fenner & Beane and Kidder,

Peabody & 'Co.; ‘Harriman - Ripley & Co. Proceeds—

‘Construction.. -Bids—Bids for purchase of the stock ‘will

be received by ‘company at Chase National Bank, New
York, up to 11:30 a.m. (EST) Nov. 1.

Interstate Telephone Co., Spokane, Wash. ® -
Sept. -26.:(letter- -of . notification) 1,321 shares of $5.50

:cumulative: preferred. voting stock ($100 par). Under-

writers—Pacific Northwest Co.; Paine, Rice & Co.; Mur-
phy Favre, Inc,, and Richards & Blum., Spokane, Wash.
To redeem outstanding $6 preferred stock at $110 a share.

Keller Motors Corp., Huntsville, Ala. (11/1-4)
May 10 filed 5,000,000 shares (3¢ par) common. Under=
writer—Greenfield, Lax & Co., Inc., New York. Price—
$1 per share. Proceeds — To purchase additional plant
facilities, tools, dies, jigs, etc.; the balance for working
capital. Statement effective Oct. 3. Expected week. of.
Nov. 1.

@ Kentucky Oil & Distributing Corp., Monticello,

Kentucky )
Oct. 19 (letter of notification) 116,223 shares (10¢ par)
capital stock, of which 33,000 shares will be sold at 10
cents each, 33,223 shares at 25 cents each and 50,000
shares at par value in partial payment for oil and gas
leases. No underwriter., For additional working capita
and additions to refinery.

Kentucky Utilities Co., Lexington, Ky. e
Oct. 4 filed 165,500 shares ($10 par) common stock an
25,000 shares of 4% % cumulative preferred stock ($100
par). Common stock will be offered for subscription by
stockholders and employees at $10 a share and will not
be underwritten. Underwriter — For preferred: To-be
determined under competitive bidding. Probable bidders:
Kidder, Peabody & Co.; Union ‘Securities Corp. and
Merrill Lynch, Pierce, Fenner and Beane (jointly); A. G
Becker & Co.; White, Weld & Co. Proceeds—For con-
struction.

® Keystone Custodian Funds, Boston

Oct. 21 filed 100,000 shares of Series S-4; 500,000 shares

of Series B-3; 700,000 shares of Series B-4; 400,000 shares.

of Series K-1; 20,000 shares of Series S-1, all in separate,
registrations. Underwriter — Only the 100,000 shares of -
S-4t have an underwriter, viz: The Keystone Co. of

Boston.

Kittanning (Pa.) Telephone Co.

Sept. 14 (letter of notification) 3,000 shares of capital
stock (par $25). Price, $45 per share. Stock will be of-
fered Oct. 1 to stockholders of record Sept. 17 in ratio
of one-for-eight. Rights expire Nov. 1, after which shares
not subscribed for will be offered to employees and un-<
subscribed shares will be offered Nov. 8 to public in
area in which company serves, Finance expansion pro-
gram. No underwriting. ;

McCormick & Company, Inc., Baltimore, Md.
Oct. 12 (letter of notification) 600 shares of 5% cumula-"
tive preferred stock ($100 par) and 6,000 shares (no par)
non-voting stock and 10,000 shares no par) voting stock.
Price—Preferred, par; voting and non-voting stock, $15
per share. Underwriter—Alex. Brown & Sons, Baltimore
will offer 1,000 shares of non-voting common stock for
working capital,

(Continued on page 40)
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NEW ISSUE CALENDAR

October 31, 1949
Combined Locks Paper Co

November 1, 1949
Anchor Mines, Inc
_Interstate Power Co., 11:30 a.m. (EST)-..Common
Keller Motors Corp
Resort Airlines, Inc
Union Electric Co. of Mo., noon (EST).._Preferred

November 2, 1949
Central & South West Corp.
11 a.m. (CST)
November 7, 1949
Central Maine Power Co....Bonds, Pref. & Common

November 9, 1949
Detroit Edison Co «
Wabash RR

Common

November 15, 1949
Associated Telephone Co., Ltd
Penansylvania Electric Co

November 17, 1949
New England Electric System

November 21, 1949
Southern Colorado Power Co

November 23, 1949
American Natural Gas Co

Common

Common

Pecember 5, 1949

Steiner Paper Corp., 3:30 p.m. (EST) Common

(Continued from page 39)

® Madison (Wis.) Gas & Electric Co,

‘Oct. 20 filed $3,000,000 tirst mortgage bonds, due 1979,

‘and 55,361 shares ($16 par) common stock, Underwriter:
. Bonds to be offered under competitive bidding. Probable

bidders include Halsey Stuart & Co. Inc.; Otis & Co.;

Salomon Bros, & Hutzler; The First Boston Corp.; Carl

M. Loeb, Rhoades & Co.; Kidder, Peabody & Co.; Union

‘Securities Corp.; Equitable Securities Corp.; Lehman

Brothers, Offering — Stock is to be offered to present

stockholders at the rate of one new share for each five

held 2t $22 a share. Proceeds — To retire $2,800,000

of promissory notes and for expansion of facilities.

®  Mankato (Minn.) Citizens Telephone Co.

Oct. 17 (letter of notification) 1,600 shares (no par)

commen stock. To be sold to stockholders at $47 each.

No underwriter, To buy new switchboard and make ex-

pansions to phone system. '

Marysvale Uranium Deveiocpment, Inc.,
Salt Lake City, Utah

Oct. 5 (letter of notification) 1,000,000 shares of capital
;Price — 10 cents each. Underwriter — Arthur
Blake Thomas, Salt Lake City. To prospect for uranium
and other minerals,

Mercantile Acceptance Corp. of California
Sept. 8 (letter of notification) $100,000 4% 10-year de-
bentuxjes. Underwriter—Guardian Securities Corp., San
Francisco. For general corporate purposes,

Minnqsota Mining & Manufacturing Co.’
Oct. 19 filed 75,000 shares (no par) common stock.
Offering—To be sold to employees of the company and
five wholly-owned subsidiaries, Underwriters — None.
Proceeds—To buy in debentures or $4 preferred stock.

Micsouri Power & Light Co.
Oct. 14 tiled $2,000,000 of first mortgage bonds, due 1979,
and 20,000 shares of cumulative preferred stock ($100
pz'ar): Underwriters—To be decided under ‘ competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.
(bonds only); The First Boston Corp.; Glore, Forgan &
Co.; White, Weld & Co. and Shields & Co. (jointly);
Kidder, Peabody & Co. (bonds only); Equitable Securi-
tlgs Corp. (bonds only); W. C, Langley & Co.; Harriman
Ripley & Co.; Salomon Bros. & Hutzler (preferred only).

Proceeds—To retire unsecured promissory notes and re-’

imburse treasury.for construction purposes.

Ngsh Finch Co., Minneapolis, Minn.
Oct. 3 (letter ‘of notification) 800 shares of common
stock. Price, between $15 and $17. - To be sold by W. K.

Nash. a Director. Underwriter—J. M. Dain & Co., Min-
neapolis,

New England Electric System, Boston (1/17
Oct. 14 filed 669,508 shares (S1 per) il L
Offering—To be offered to stockhiolders of record Nov. 16
at the rate of one new share' for gach 10 held: Under-
writer—To be decided under competitive bidding. Prob-
able bidders for common include Merrill Lynch, Pierce,
Fenner & Beane; Kidcer,*Peabody & Co. arid White,
Weld & Co. (jointly): Harriman Ribley ‘& C6. 4nd Gold-
man, Sachs & Co. (jointly); Blyth™ & Co./ Inc. and
Lehman Brothers (jointly). Proceeds—Fer additional
investment in the common stock of ‘subsidiary companies
50 that the subsidiaries can” finance construction. pro-
grams,  ‘Bids-expected Nov. I7. . . I

. New Jersey:Power & Light Co,:" " 0 |

! June 9 filed 20,000 shares ($100. par) .cumulative pre-.
{ ferred stock.” Underwriters—Names )to be deterﬁﬁed'

1

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 thia
year. :

Northern Ohio Telphone Co., Bellevue, Ohi
Sept. 23 filed 13,575 shares 4% % cumulative preferred
stock ($100 par). Underwriters—Lawrence Cook & Co.
and Cunningham & Co., Cleveland, Price, war. Pro-
ceeds—To reimburse company for funds spent to buy
22,574 shares of common capital stock of Star Telephone
Co., Ashland, Ohio,

® Northern States Power Co. (Minn.)
Oct, 24 filed 1,584,238 shares (no par) common stock.
Offering—To be offered to stockholders at the rate of
one new share for each six now held. Underwriter—To
be determined under competitive bidding. Probable bid-
ders: Smith, Barney & Co.; White Weld & Co. and Glore,
Forgan & Co. (jointly); Lehman Brothers and Riter &
Co. (jointly). Proceeds—To repay bank notes issued for
construction purposes.
©  Ohio Public Service Co., Cleveland
Oct, 21 filed 2,000,000 shares ($7.50 par) common stock.
Underwriter — Cities Service Co., which is selling this
stock, has asked the SEC for exemption from competitive
bidding requirements in order to negotiate an under-
writing.  Probable underwriters: Merrill Lynch, Pierce,
Fenner & Beane, Blyth & Co., Inc. ;
Pacific Finance Corp. of California
Oct. 7 filed 19,750 shares ($10 par) common stock. _Of-
fering—To be sold at $18 per share under a stock op-
tion plan for which options were issued on May 2, 1947.
Underwriter—None. Proceeds—For general coiporate
purposes.

Pennsylvania Electric Co. (11/15)

Oct. 6 tiled $11,000,000 first mortgage bonds, due 1979,
and 70,000 shares of series D cumulative preferred
stock ($100 par), Underwriters — Competitive bidding.
Probable bidders for preferred: Kuhn, Loeb & Co.; Kid~-
der, Peabody & Co.; Smith, Barney & Co.; W. C. Langley
& Co., and Glore Forgan & Co. (jointly); Harriman
Ripley & Co. For bonds: Halsey, Stuart & Co. Inc,; Har-
riman Ripley & Co.; The First Boston Corp.; Equitable
Securities Corp.; Kidder, Peabody & Co.; Kuhn, Loeb
& Co., Lehman Brothers and Drexel & Co. (jointly).
Bids expected Nov, 15.

Power Petroleum Ltd., Toronto Canada
April 25 filed 1.150,000 shares ($1 par) common of whick
1,000,000 on behalf of company and 150,000 by New York
Co., Ltd. Price—50 cents per share. Underwriters—
S. G. Cranwell & Co., New York. Proceeds—For admin-
‘ilstratiém expenses and drilling, Statement effective

une 27, )

Public Service Co. of Indiana, Inc.

Sept. 12 filed 81,744 shares of common stock (no par).
Offering—To be offered to stockholders of Southeast-
ern Indiana Power Co. in exchange for 5% cumu-
lative preferred stock (par $100) and common stock
(par $10) on basis of 41, shares common Public: Service
for one preferred share Southeastern and 1, shares
Public Service for. one common share Southeastern.
Underwriter—None,

® - Reed-Prentice Corp., Worcester, Mass.

Oct. 17 (letter of notification) 5,000 shares ($2.50 par)
common stock. To be sold at the prevailing market price
by Charles S. Payson, New York City, a director, Under-
writer—J. P, Marto & Co., Boston, will buy this stock
from Payson at $4 a share and resell it to Walter J, Con-
nolly & Co., Inc., Boston, at $4.50 a share for public offer-
ing at the market price.

Resort. Airlines, Inc. (11/1-4)
July 27 (letter of notification) 54,000 shares ($1 par)
common stock, of which 50,000 shares offered by com-
pany and 4.000 shares by George B. Wilkinson, Charlotte,
N. C. Underwriter—Marx & Co., New York. Price—
$5 per share, To be used for equipment and additional
working capital in connection with the company’s air
cruise service.
. Smith, Inc., Fargo, N. D.
Oct. 12 (letter of notification) 2,000 shares of 6% cumu-
lative preferred stock ($25 par) and 15,500 shares ($5
par) common  stock. Price—Preferred to be sold at
$25 and common at $7.75. Underwriter—W. R. Olson Co.,
Fergus Falls, Minn. To retire bank loans.

Southern Colorado Power Co. (11/21)
Oct. 17 filed 170,336 shares (no par) common  stock.
Offering—To be offered stockholders at the rate of one
new share for each three held. Underwriter—Boeticher
& Co and Bosworth, Sullvan & Co., Denver, and Hutch-
inson & Co., Pueblo, Colo. Proceeds—To repay bank
loans and for construction. Tentatively expected Nov. 21.

CONFIDIN
SERVICE
SINCE

Sudore Gold Mines Ltd., Toronto, Canada
June 7 filed 375,00C shares of common.stock.” Price—$1
per share (U. S, funds). Underwriting—None, Proceeds
—Funds will be applied to the purchase of equipment,
road construction, exploration and development,

Union Electric Co. of Missouri (11/1)

Sept. 30 filed 150,000 shares of cumulative praferred
stock (no par). Underwriter—To be determined under
competitive bidding. Probable bidders: Dillon, Read &
Co. Inc.; Blyth & Co., Inc.; White, Weld & Co. and Shields
& Co. (jowntly); The First Boston Corp.; Lehman Bro-
thers, 'Proceeds—For construction, Bids-—Bids for pur-
chase of stock will be received up to noon (EST) Nov. 1
at Room 1901, 60 Broadway, New York.

Union 0il Co. (Calif.) )

Oct. 17 filed 600,000 shares ($25 par) common stock,
Proceeds—The shares are to be issued in partial payment
for all of the 35,000 outstanding shares of capital stock
of the Los Neitos Co., an oil producing company. Balance
of the purchase price is $22,400,000 in cash. This will be
obtained from the sale of $40,000,000 of 2349% 25-year
promissory notes to a limited number of institutional
investors., Proceeds cf the sale of the notes will alsc be
utilized to retire $14,600,000 of the company’s 3% deben=
tures due Jan, 1, 1967,

Unitad Minerals Reserve Corp., Chicago.
July 27 (letter of notification) 270,000 shares of common
stock. Price—$1 each. Underwriter—Edward W. Ackley
& Co., Boston. For development of mining properties,

Upper Peninsula Power Co.
Sept. 28 filed 154,000 shares of common stock (par $9).
Underwriters—SEC has granted exemption from comi~
petitive bidding. An investment banking group man-
aged by Kidder, Peabody & Co.; Merrill Lynch, Pierce,
Fenner & Beane, and Paine, Webber, Jackson & Curtis,
may be underwriters. Proceeds—Will go to selling stock-
holders. Consolidated Electric & Gas Co. and Middie °
West Corp. will sell 120,000 shares and 34,000 shares, re=
spectively. o4

Western Arkansas Telephone Co.,

Russellville, Ark.

Aug. 16 (letter of notification) 1,000 shares of 6% cu=
mulative non-participating preferred stock (par $100
per share). Underwriter—Lewis W. Cherry Co,, Little
Rock, Ark. Proceeds—To pay indebtedness for equip-
ment and supplies,

® Western Light & Telephone Co., Kansas City,
Kansas !

Oct. 19 (letter of notification) 14,162 shares ($10 par)

common stock. To be offered to stockholders at $21 each.

No underwriter. For construction.

York (Pa.) County Gas Co.
Sept. 23 (letter of notification) 6,000 shares of common
stock (par $20). To be offered for subscription by stock=
holders of record Oct. 14 in ratio of 1/5th of a new share
for each share held, at $50 per share.. ‘Rights expire -
Nov.t 1. For improvements, extensions; etc. 'Not under=
written. :

Prospective Offerings

® American Natural Gas Co. (11/23)

Oct. 24 company. asked SEC permission to issue 276,805
common shares, to be offered to common stockholders
of record Nov. 23 on a 1-for-10 ratio. Rights will expire
Deec. 12. Registration statement is expected to be filed
Oct, 28 and bids are expected to be received Nov. 23.
Probable bidders: Blyth & Co., Inc.; Lehman Brothers;
Glore, Forgan & Co. and W. C. Langley & Co. (jointly).

Butterfield (W. S.) Theatres, Inc.

The Paramount Pictures Inc. invites offers for the pur-
chase of the following stock which it new owns: 37,500
shares of class B stock of W. S. Butterfield Theatres,
Inc., and 6940 shares of class B stock of Butterfield
Michigan Theatres Co. Inquiries should be addressed to
Sidney M. Markley, Paramount Pictures Inc., 1501 Broad-
way, New York 18, N. Y.

W. S. Butterfield Theatres, Inc., class B stock repre-
sents 25.8079% of outstanding stock and is all of the
outstanding class B stock. This stock is entitled to elect
one-third of the board of directors. W. S. Butterfield
Theatres, Inc., owns and/or leases 65 theatres in 18 of
the larger towns of Michigan, except Detroit, and has
interests through subsidiaries in 26 theatres in nine
similar towns. :

Butterfield Michigan Theatres Co. class B stock repre-
sents 33%4% of the outstanding stock and is all of the
outstanding class B stock. The stock is entitled to elect
one-third of the board of directors. Butterfield Michi-
gan Theatres Co. owns and/or leases 20 theatres in 10
of the smaller towns of Michigan, and has an interest
through a subsidiary in two theatres in one similar town.

® Central Hudson Gas & Electric Corp.

Oct. 25 stockholders approve the issue and sale of
$6,000,000 of convertible debentures. Probable bidders:
Union Securities Corp, Salomon Bros. & Hutzler and ‘|
Spencer Trask & Co. (jointly); The First Boston Corp.; . :
Drexel & Co. and Stroud & Co. (jointly); White Weld &
Co. and Stone & Webster Securities Corp. (jointly);
W. C. Langley & Co.; Harriman, Ripley & Co.; Shields
& Co.; Halsey, Stuart & Co. Inc.; Equitable Securities
Corp.; Otis & Co.

® Clinton Industries, Inc.

Nov. -14 stockholders will vote on changing name to

"« Clinton Foods Ine.; and on approving sale to public of

$5,000,000 convertible preferred stock (par $100) as well

as of private sale to Equitable Life Insurance Society of

the United States of $2,500.000 additional. bonds.  Princi-

‘;‘al underwriter of stock: Newhard, Cook & Co.; St.
ouls, | ; %
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Derby Gas & Electric Corp. B3 8

Oct. 14 requested SEC authorization -to issue and sell
such number of common shares (no par) as will yield
about $295,000. Sale is exempt from SEC’s competitive
rule and shares will be sold through underwriters, prob-
ably Allen & Co.
® Dow Chemical Co.
Oct. 25 directors approved the sale of 175,006 shares of
common stock, of which 70,600 shares will be reserved
. for sale to employees. Traditional underwriter, Smith,
Barney & Co.

Food Fair Stores, Inc.

Dec. 30 stockholders will vote on a proposal to raise
the authorized indebtedness from $5,000,000 to $12,000,-
000. The increase is designed to finance expansion of
company’s supermarket chain which extends from New

7 York to Florida. Probable underwriter: Eastman, Dil-

lon & Co,

® Hexene-0l Laboratories, Inc.

Oct. 24 reported Saunders, Stiver & Co., Cleveland, was
expected to offer this week 28,000 class A shares of stock
at $5.30 per share.

® Jowa Power & Light Co.

Oct. 21 company asked SEC authority to issue and sell
at competitive bidding. $7,500,000 first mortgage bonds
due Dec. 1,'1979.. Bidders may include Kidder, Peabody
& Co.; Lehman Brothers; Blyth & Co., Inc.; W. C, Lang-
ley & Co.; Union Securities Corp. and Glore, Forgan. &
Co. (jointly); The First Boston Corp.; Smith, Barney
& Co.; Equitable Securities Corp. : ;

® . Kansas City Power & Light Co.

Oct. 25 company announced that it plans to sell $10,-
" 500,000 of , additional .common stock and $20,000,000 of
‘funded. securities. - Proceeds would be used inits.$55,-
000,000 expansion program planned for completion in 1952,
Company plans are to sell $5,000,000 of common stock this

‘year and the balance probably would not be issued until

1951. Prcbable bidders for bonds: Halsey, Stuart & Co.
Inc.; The First Boston Corp.; Glore, Forgan & Co. and W.
C. Langley & Co. (jointly); Lehman Brothers and Bear,
Stearns & Co. (jointly): Equitable ‘Securities Corp.;
Kuhn, Loeb & Co.; Salomon Bros. & Hutzler and Union
Securities Corp. (jointly); Shields & Co. and White,
Weld & Co. (jointly); Smith, Barney & Co.

@ Louisville Gas & Electric Co.

Oct. 19 company asked the Kentucky P. S. Commissicn
for permission to issue $41,000,0600 30-year bonds at com-
petitive bidding. Most of the money from the new bonds
would be used to pay off &ll the company’s present
bonds. ' Probable bidders: Halsey, Stuart & Co. Inc.;
The First Boston Corp.; Lehman Brothers and Blyth &
Co,, Inc. (jointly).

® Middle South Utilities, Inc.

Oct. 19 Electric Bond & Share Co. asked SEC authority to
offer to its common stockholders of record Nov. 30 rights
to purchase at $12 a share, 656,000 shares of Middle
South Utilities, Inc., common stock at rate of one share
of Middle South commen for every eight shares of Bond
& Share common. - The rights offering will not be under-
written.

® . Rochester Gas & Electric Corp.

Oct. 26 reported corporation plans to issue approximately’

119,300 -additional common shares early in December
through rights' to present common ‘shareholders onthe
basjs of one new share for each seven held. The offering
is expected to be¢ underwritten by a nationwide group
of 700 security dealers, headed by four New York in-
vestment banking firms, viz.: The' First Boston Corp.;
Lehman Brothers; Wertheim & Co. and Merrill Lynch,

- Pierce, Fenner & Beane, and fpur Rochester firms, viz,:

George D. B. Bonbright & Co.; Sage, Rutty & Co., Inc;
Erickson, Perkins & Co. and Little & Hcpkins, Inc.

1]

South Carolina Electric & Gas Co.
On Oct. 11, company announced plans to issue and sell
$10,700,000 in bonds in 1950, 1951 and 1952, $3,000,000 in
equity securities in 1950 and $3,000,000 in common stock
in 1952, the proceeds to be used to finance in part its
$34,000,000 expansion program in the five years from
1949 to 1953. The balance of the funds needed will be
obtained from internal sources, including depreciation
reserves, :

® Southern California Edison Co. A
Oct. 26. rumored ‘that company may possibly refund its

$30,000,000 314 % bonds of 1964. Probable bidders; The

First Boston Corp.; Blyth & Co.; Shields & Co.

® Steiner Paper Corp. (12/5)

The Attorney General of the United States of America
is inviting sealed bids for the purchase from him at
public sale, as an entirety, of 575 shares of capital stoek

of the corporation. The 575 shares constitute 100% of -

the issued and outstanding capital stock of the company.

The stock is held by the Attorney General as a result of .

vesting action under Vesting Order dated Jan. 20, 1948,
pursuant-to' the Trading with the Enemy Act. All bids

must be received at the Office of Alien Property, Depart-
ment of Justice, 120 Broadway, New York, by 3:30 p.a. .

(EST) Dec. 5.
Wabash RR. (11/9) ' ;

Oct. 10 reported company planning the sale of $3,465,000 -
equipment trust. certificates, . Probable bidders: .Halsey, .
Stuart & Co. Inc.; Salomon Bros, & Hutzler; Harris, Hall .
& Co. (Inc.); Harriman Ripley & Co. and’ Lehman |

Brothers - (jointly).. Bids expected about Nov. 9. i
® ' Wisconsin Central: Airlines R

Oct. 20 reported company may do some 'financing for thé T
purpose of expanding :its preseni routes with" larger

planes, . Probable underwriter: Loewi & Co.

| of the
| course. ;
| $15,000,000 of new 30-year first

= .
Our
Reporter’s

Report

Sale by Transamerica Corp. of
approximately half its holdings in
Bank of America, NTSA, involv-
ing a total of about $54,200,000,
even though handled by one of
the greatest investment banking
and distribution aggregations in
history, provided other seekers of
new money with formidable com-
petition in the past week.

This hugze block of stock,
1,199,554 shares priced at $45.25
a share, had all the earmarks of
a “gquickie” by . contrast with
several of the corporate bond
issues brought out in the period.
The first day brought out in-
quiries for upward of 909% of
the total and it appeared likely »
that the managing firms would
be able to announce completion
of the sale within a reasonably
short time.

Meanwhile, there were indica-
tions that new debt issues were

| meeting with less impressive re-

ception among investors, chiefly
institutional variety of
Duquesne Light Co.’s

mortgage bonds, which were bid
in as 2%s by the successful bank-
ing group, the first time that low
coupon has been fixed .in many
months, bore all the indications of
a “worker,”

Priced for reoffering at 100.52
to yield about 2.699%, inquiry
for this issue was reported no-
ticeably slow -in the initial
stages, ' It appeared that some
investment bankers ‘are more
impressed, momentarily, with
the easy money operations of
the Treasury and the Federal
Reserve Board than are those to
whom they must sell new se-
curities of this quality, - The
latter, quite evidently, are not
yet ready to go for these low
yields.

Indianapolis Power & Light
Much. the same conditions sur-
rounded the offering by bankers
of Indianapolis Power & Light
Co.’s $40.000,000 of new first
mortgage 30-year bonds at a price
of 10215 to yield better than 2.77%.
The successful banking [group

in this instance paid the issuer
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a price of 101.5298 for a 279,
coupon, - In this instance, the
bidding was reasonably . close
with little more than %4-point
separating the lowest from the
best bid, indicating bankers
were thinking pretty much
along the same lines,

But the market was slow and
the offering group realized that
while this undertaking might not
ultimately require some “door-
bell ringing,” it would entail a
little real work.

Inventories Up
There is little doubt that under-
writers and dealers have a bit
more in the way of unsold bal-
ances of new securities on their
shelves than has been the case in
recent months.

Certainly a check would show
that the estimate of $30,000.000
which ruled last week as about

- covering odds and ends left over

irom recent offerings - would
have to be revised upward sub-
stantially.

Presumably the current figure
would be found more nearly in
keeping with what investment
bankers and their dealers re-
garded as normal working stocks
for a period when business is
active.

Competition for Funds

Figures on insured home mort-
gages put before the New York
State Savings Bankers Assn. on
its “cruise convention” en route
to the Bahamas, this week gives
some idea of competition for in-
vestment funds these days.

Franklin D. Richards, Federal
Housing Administration Commis-
sioner, pointed out that currently
there are some 600 savings banks
around the country that are ap-
proved as FHA mortgagees with
120 of these in New York State.

These institutions, he pointed
out, now hold about 10% of all
FHA insured mortgages involv-
ing a total of approximately
$640,000,000,

Big Issue Launched

The Louisville Gas & Electric
Co. took the first step toward
{lotation of $41,000,000 of new
first mortgage bonds when it reg-
istered with the Kentucky Public
Utility Commission to sell the
issue.

This is projected as a refund-
ing operation and the new bonds
would replace, at lower cost,
currently outstanding debt is-
sues, The nlan calls for com-
petitive bidding,

The issnes to be retired include
$28,000,000 of 3%:s; $8,000,000 of

3s ~and --$2,950,000 - of ‘Louisville
Transmission 3%s. Retirement of
the latter issue, T. B, Wilson,
President, noted would be a step
toward ultimate absorption of the
Transmission company by the
parent firm,

Indianapelis Utility
Bonds Placed en Market

Lehman Brothers, Goldman,
Sachs & Co. and The First Boston
Corp. jointly headed a purchase
group that offered to tne public
Oct. 21, $40,000 000 Indianapolis
Power & Light Company first
mortgage bonds, 273 % series, due
Oct. 1, 1979, at 102.125% and ac-
crued interest. Award of the
bonds was won at competitive
sale Oct. 19, on a bid of 101.5298.

Net proceeds plus other com-

pany funds, will 'be ‘used to re-
deem $40.000,000 principal amount
of two series of first mortgage
bonds. Including premium, the
total cost of this redemption will
be $41,376,000.
- General redemption prices for
the new bonds range from 10445 %
to 100% while special redemption
prices beginning in 1954 " are
scaled from 10153 % to 100%.

The company operates in and
about the City. of Indianapolis,
Ind., and is engaged principally in
the generation. distribution and
sale of electric energy. It also is
engaged in the nroduction, dis-
tribition and sale of steam for
heating and general industri=al
purnoses.  The company = sells
electric anpliances and cooperates
with dealers in the sale and fi-
nancing of major load-building
a2ppliances to its customers. It has
two whollv-owned subsidiaries—
Mooresville Public - Service Co.
ard Electric' Building Company,
Inc.

The territorv served bv the
compoany and Mooresville Public
Service has a vooulation of ap-
proximately 535.000.,

Others included in the offering
are Drexel & Co.; Glore. Forgan
&. Co.: Union Securities Coroora-
tion; Havden, Stone & Co.: Horn-
hlower & Weeks: Paine. Webber,
Jackson & Cortis; Hallgarten &
Co.: Central Republic Comp=ny
(Tncorporated); Riter & Co.;
Tucker, Anthony & Co.

Hill. Richards Adda

(fn~nia] to Twe FINANCIAL CHRONICLE)
T0OS ANGELES., CALTF.—
Robert H. Desbrow and O. (.
Gryte haye heen added to the staff
of  Hill. Richards & Co., 621
South Snring Street. memhers of
the Los Angeles Stock Exchange.

Inv. Bankers Comm,
For “Junior Republic”

Twelve of Wall Street’s leading
investment bankers organized
themselves into the Investment
Bankers Committee of the world-
famous George “Junior-Republic”
at a luncheon at the Wall Street
Club, to which they were invited
by Francis Kernan, of White
Weld and Co. The action was an
outgrowth of their desire to ex-
press. in a practical. way their
obligation for community service
and their interest in preserving
the American way of life and the
American economic system,

The unique program of “the
smallest Republic in the world”
was explained to them by Donald
S. Stralem, senior partner of
Hallgarten & 'Co., who is Chair-
man of the board of directors of
the . Republic. = The Republic it
located at Freeville, N.' Y., about
ten miles from Ithaca, and is the
only coeducational project of its
kind in the United States.

It was founded in 1895 by the
late William R. George, who was
born near Freeville, He came tc
New York and established a suc-
cessful box-making business, but
retired after a few years to devotc
his life to helping teen-age boys
and girls who were considered tc
be veering away from the cus-
tomary development toward gooc
citizenship, The Republic almost
immediately became world fa-
mous because Mr, George devised
the system of youth self-govern-
ment that has been copied by
schools, institutions and .youtt
organizationg throughout the na-
tion. He also devised the “learn-
by-doing” method of vocational
exploration, and to inculcate re-
spect for money and the American
economic system, he made every
“citizen” of the Republic support
himself by working on the 550-
acre campus and using only spe-
cial .designed = Republic money:
United States coin is not accepted
within the Republic, Eyeryone
must hold some kind of job be-
sides going to school, and out of
earnings-must pay for room, board
and living expenses, The 125
citizens make their own laws an?
enforce them ang they govern
themselves through a monthly
Town Meeting and an annual elec-
tion of President, Vice-President
Secretary of the Treasury and
other officers. They have their
own legal svstem with their own
courts and judges and lawyers.

Mr, Stralem will explain addi-
tional details of the Republic’s

program and will urge the group

to 'designate the Republic as ‘the ;

recipient of their interest in com-
munity service. Their help will

be vital at this time, he will tel
them, because the Republic will

formally ‘embark. this Saturday,
Oct. 29, on an expansion program
that will seek to double present

capacity from 125 to 250 teen-

agers in response to nation-wide

demands for increase admissions;
The group attending the.lunch= -

eon besides Mr. Kernan, are Wal-
ter F, Blaine, Goldman, Sachs &

Co.; Albert H. Gordon, Kidder, .

Peabody & Co.; Edward F. Hayes,
Glore, Forgan & Co.; Edwin H.
Herzog, Lazard Freres & Co.;
Donald S. Stralem and Lednard

‘Newborg, of Hallgarten & Co.;

Philip Isles, Lehman Bros.; Frank
M, Stanton, First of Boston Corp.;
Robert J. Lewis, Estabrook & Co.;
Laurence M. Marks, Laurence M.
Marks & Co.; Charles L. Morse,
Jr., Hemphill, Noyes & Co.; Peter
J. Murphy, F. &. Smithers & Co.

With Morgan & Co.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—Hil-
ton R. Aronson is now associated
with Morgan & Co., 634.South
Spring Street, members of the Los
Angeles Stock Exchange. He was
nr%viously with Floyd A. Allen
& Co. ‘

With Baker, Simonds & Co.
(Special to. THe FINANCIAL CHRONICLE) .
DETROIT, MICH.—Thomas H.
Watson has become associated
with Baker, Simonds & Co., Buhl
Building, members of the Detroit
Stock Exchange. He was formerly
with R. H, Johnson & Co. im
Philadelphia.

With Field. Richards
(Special to THE FINANCIAL CHRONICLE)
CLEVELAND, OHIO—John O.
Enyeart ' has become affiliated
with Field, Richards & Co.. Union
Commerce Building He was for-
~erly with .the Provident Trust
Co.

With Brainard-Judd & Co.
(Special to Tue FINANCIAL CHRONICLE)
HARTFORD, CONN.— George
W. Miller has become associated
with Brainard-Judd & -Co.,’ 75
Pearl Street. He was previously
with Tifft Brothers,

Witk Coalvin, Mendephall
(Sneclal to THE FINANCIAL CHRONICLE}
SAN FRANCISCO, CALIF.—
L. Bridges Patterson has become
affiliated with Colvin, Menden-
hall & Co.. 220 Montgomery
Street. - Mr. Patterson was pre-
viously with C, E. Abbett & Co.
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VVill Recovery Continue?

(Continued from first page)
new housing starts and in con-
tract . awards are particularly
significant because they indicate

that there will be a large volume |

of construction in the immedialg
future. -

On September 18 came the de-
valuation of “the  British pound,
on Sept. 19, the full-fledged coal
strike, about ten days later. the
steel strike began. Are not these
events bound to interrupt re-
covery? And even if the recovery
is not interrupted by the devalua-
tion and the strikes or if it re-
sumes. promptiy after the strikes
are settled, can it be expected to
continue for long? The severity
of the recent recession has been
limited by contiauation of a high
‘level of expenditures on plant,
equipment, and housing. Can this
high level of expenditures be ex-
pected to continue much longer?
When outlays on plant, equip-
ment, and housing drop, will not
the recovery from:the recent re-
cession be interrupted and will
not the country then' experience
the real recession? These are the
questions with - which my remarks
will deal. :

n

Let. us. consider first-the. ef-

feet of devaluation of the pound |

and - other currencies upon : busi-
ness in' the United States. The
effect may be summarized by
saying that devaluation will in-
crease “slightly * the  supply : of
goods in the United States, that
it will put mild downward pres-
sure -on - prices.. especially the
ptices of finished goods, and that
the downward pressure on prices
will probably stimulate expendi-
tures for goods. Raw materials
imported by the United States
will not be cut.materially in price
—if they were the purpose of
“devaluation (to help other coun-
tries earn dollars) would be de-
feated. Finished goods which
are elastic in demand, will be cut
in moderate amount—not by the
amount of devaluation because
there will be some rise of pro-
duction costs in other countries,
The reduction in the prices of
finished. goods, such as automo-
biles, worsteds, china, and many
other articles, will = stimulate
spending at least to a mild extent
and will be good for the American
economy. - If devaluation does
everything that can be expected
of it, it will raise imports of goods
into the United
States relative to exports until ex~
ports exceed imports by no more
than the volume of Marshall Plan
aid. This would mean an increase
in the supply of goods by over $2
billion during the next year or
slightly less than 1% of the gross
national product at the rate of
ouiput of the first nine months of
1949, If the devaluation is to
make possible a solution of the
dollar shortage problem by 1952,
a further increase in imports into
the United States will be needed
in 1951—roughly an increase of
$3: billion more. = Certainly the
immediate increase in supplies of
goods will be too small to be de-
pressing, and, if more abundant
supplies encourase spending by
bringing about lower prices for
finished goods. the effect of de-
valuation on the American econo-
my will be stimulating,

I

The coal and steel strikes will
depress output and employment
by moderate amounts (perhaps by
nearly 10% though much more
than 10% in the manufacturing
industries) if they last long
enough. The imnortant thing io
remember about strikes, however,
is that their effect is almost en-
tirely upon the suoply of goods
not upon the long-run determi-
nants of the demand for goods.
Demand for gnnds depends upon
needs, the sur»'7 nf monev and
liquid assets hel? hv individuals
and business concerns, the vol-
ume of investment opportunities,

igitized for FRASER
ip://fraser.stlouisfed.orgl .

the size of debts of individuals
and business concerns (especially
the volume: of short-term debts),
and the expected level of incomes.
None of these underlying de-
| terminants of demand are greatly
| affected by strikes. Consequently,
{one may assume with confidénce

|

| that the economy will recover
| quickly and completely from the
| strikes. Steel users, of course,
may be held back several weeks
or more in resuming full opera-
tions.

The terms on which the strikes
are settled are important, and it
is more important that the strikes
be settled on sound and equitable
terms than that they be settled
promptly. In each case the princi-
pal issue is a pension plan. Con-
sequently, - a  “right” - settlement
means that whatever pension plan
is  established = be financially
sound, that it gives real security,
not fake security, and that it be
fair as between: different classes
of workers. The present pension
plan in the coal industry falls far
short of meeting these elementary
requirements, The plan does not
come: even close to being sound.
Its liabilities have been far out

they have been far greater than
any- income. ‘which the industry
will ever be able to- supply. No
steps have been taken to meet
the huge accrued liability of the
scheme so that. the miners who
will need: pensions twenty  or
thirty years from now will be
sure to have them. The plan is
unfair-to persons who ‘leave the
coal industry:before retiring be-
cause ‘their ~service as miners
gives: them no  pension rights
which are good ‘in ‘other indus-
tries, The unsound pension plan
in' the coal industry has been a
standing scandal 'altogether too
long. If allowed to continue, it
will be a source of great financial
difficulties to the industry, of in-
ternal strife within the union and
the employers. The mines should
not be reopened until the present
plan  has been drastically re-
formed and replaced by one
which has liabilities commensu-
rate with its income. and which
does mot discriminate against
some workers in favor of others.
A proper settlement in the
steel industry -will presuppose
that the men are not promised
more in pensions than 6 cents an
hour (or whatever contribution is
agreed to) will buy in the long
run and that the solvency of the
scheme is not achieved by deny-
ing pensions rights to workers who
leave the industry or who move
from one . employer to another.
A pension plan which does not
vest pension rights in all em-
ployees in proportion to  their
length of service but which gives
pensions only to non-mobile em-
ployees is not an honest plan—it
vurports to offer security which
is not really there. Both sides will
be under pressure to settle the
coal and steel disputes by com-
promising on financially unsound
and discriminatory pension plans.
The public will do well, there-
fore, to watch closely the settle-
ments in these disputes to see that
the pension plans adonted are
sound and nondiscriminatory. The
United States Conciliation Serv-
ice, as representative of the
whole. community has a special
responsibility to see that the
foundation = for future financial
difficulties and industrial strife is
not being laid by the adoption of
insufficiently financed and dis-
criminatory pension plans,

v

Will not the level of business
soon be pulled down by a drop in
exvenditures on plant. equipment,
and -housing? = In 1948, expendi-
tures on these purposes were
$BR._'5 billion, or 14.7% of the gross
national product. In the second
quarter of 1949 expenditures on
plant, eauipment, and housing
were 144% of the gross national

of proportion to its income and

product. In 1929 expenditures on
plant, equipment, and housing
were 13.7% of the gross national
product. Is not the present rate of
outlay on plant, equipment, and
housing abnormally high? Must
they not be expected to fall in the
near future, and if they do fall,
will the recovery not be inter-
rupted? The essential facts about
expenditures on plant, equip-
ment and housing may - be
summed up as follows:

(1) The present level of out-
lay for these purposes seems to
be abnormally high. My judg-
ment is that they are about 12%
to 19% above normal.

(2) A moderate drop in these
expenditures within the next year
would not be surprising, but.is
far from certain. At any rate, the
backlog of demand is large, Un-
less a drop in outlay on plant,
equipment, and housing is induced
by pessimistic expectations con-
cerning ‘the immediate future of
business or by expectations - of
lower production costs, the drop
will be very gradudl. Put in an-
other way, a drop in spending on
plant, ' equipment, and housing
which comes solely from meeting
the accumulated demand, will be
a slow one,

(3) A drop in expenditures ‘on
plant, equipment, and = housing
will be offset to a substantial ex-
tent by a drop in the rate of sav-
ing, particularly corporate saving.

What is the reason for believ-
ing that the present rate of spend-
ing on plant, equipment, and
housing - are abnormally high?
These outlays are made of two
parts—expenditures for replace-
ment and expenditures for ex-
pansion, At the beginning of
1949, the country possessed about
$123.7 billion of industrial equip-
ment, and about $160.6 billion of
industrial real estate improve-
ments. An examination of the
records of the last 70 years shows
that equipment wears out or be-
comes obsolete at the rate of
about 9% a year, and that real
estate improvements wear out or
become obsolete at the rate of
about 2.9% a ‘year. These rates
mean that in the immediate fu-
ture expenditures of about $11.2:
billion a year will be needed to
provide for the replacement of
industrial equipment and of about
$4.7 billion a year to provide for
the replacement of industrial real
estate improvements—a total of
$15.9 billion a year. In addition,
about 500,000 of the country’s 35
million dwelling units will need to
be replaced each year. If the aver-
age cost of replacing a dwelling is
put at $6,000 (which is substan-
tially less than expenditure on
new dwelling units in 1948), re-
placement of housing will  cost
about $3 billion a year. This gives
total replacement expenditures of
$18.9 billion a year.

How much will have to be spent
on expanding plant, equipment,
and housing? The net increase
in the labor force per year will
be around 600,000. The average
amount of industrial real estate
improvements and equipment per
worker in private industry at the
beginning of 1949 was $5,350. “"To

provide the new workers with {

the  same amount of plant and
equipment which old = workers
have would require annual ex-
penditures of about $3.2 billion. In
the past, plant and equipment per
worker have been increased
about 2% per year. This rate of
increase, or ‘a faster.one, may be
expected partly because the
strong pressure of workers for
higher wages leads management
to use more plant and ‘equipment
per worker, and partly because
changes in technology make it

possible for a worker to manage.

more plant and equioment. If the
rate of increase is 2% wer man-

hour per year, expenditures of

$5.9 billion a year on  plant and
equinpment will be required; if the
increase is 3% per year, as is

7.6 million.
about 5.9 million dwelling units

easily possible, expenditures of
$8.8 billion a year will be re-
quired. For the next few years
the net increase in the number of
families will be about 500,000 per
year. An increase of this num-
ber of dwelling units at $6,000
per dwelling unit will require an
annual expenditure of $3 billion.
These estimates indicate that
expenditures on expanding plant,
equipment, and housing will be
about $12.1 billion a year, pro-
vided plant and equipment per
worker are increased at the rate
of 2% a year, and about $15 bil-
lion a year if plant and equip-
ment per worker are increased at
the rate of 3% per year. Total ex-
penditures. on both replacements
and expansion would be $31.0 bil-
lion a year, provided plant and
equipment are increased at the
rate of 2%. per worker, and $33.9
billion a year, provided plant and
equipment ‘are’ increased at the
rate of 3% per worker. Since ex-
penditures - “in-+-1948 on . plant,
equipment; “and housing were
$38.5.-billion, the: total volume of
expenditures for these purposes
must be expected to drop by $4.6
billion to $7.5 billion below the
level of 1948, or from 12% to 19%.
“Although expenditures on plant,
equipment .and  housing are ab-
normally high, a large and sudden
drop in these expenditures is not
likely in the near future. The
backlog of demand is still very
large. Even at the beginning of
1949, there was slightly less indus-
trial plant and equipment  per
worker in American industry than
in 1929 and only about 7% more
than in 1939.1 This indicates that
the large expenditures of 1946,
1947 and 1948 had merely offset
the failure to make the usual re-
placements during the depression
and the war. I have pointed out
that there is a long-run tendency
for plant and equipment per
worker to grow slowly. To bring
plant and equipment per ‘worker
up to the amounts indicated by
the long-term trends would re-
quire expenditures (at present
prices) of over $80 billion.

The demand for housing is
being sustained by the fact that
the number of families has been
increased . since 1940 faster than
the number of new dwelling units
and by the rapid rise in popula-
tion. Between 1940 and 1948, the
number of dwelling units in the
United States increased by about
Of this  increase,

were provided by new construc-
tion and about 1.7 billion by sub-
dividing existing dwelling units.
The quality of many of the dwell-
ing units provided by sub-dividing
existing houses is quite uncertain
——in many cases it is undoubtedly
quite poor and the dwelling units
added in this manner must be re-
garded as temporary. The in-
crease in the number of families
between 1940 and 1948 was about
6.9 million. The increase in
population during the decade of
the forties will be about 19 mil-
lion—the largest in the history of
the country. The number of
births in the first half of 1949 was
slightly larger than in the first
half of 1948, The rapid growth of
population helps, of course, to sus-
tain the demand for housing.

As the country gradually catches
up on the large accumulated de-
mand for plant, equipment and
housing a slow drop in expendi-
tures for these purposes may be
expected. “But catching up on

taccumulated demand will not pro-

duce a large and sudden drop in
expenditures—such a drop would
only come as a result of a pessi-
mistic view of the general busi-
ness- outlook or as a result of
expectations of substantially lower

1At the beginning of 1929, industrial
real estate and cquipment were $146.4
billion, or $3,197 per worker outside of
government; at the beginnine of 1933
fevpressed- in 1929 dollars), $152.0 bil-
lion, or $2,969 per worker outside of
prverpment: - and at the heginving of
1949 (also in 1929 dollars), $172.9 Lil-
lon, or $3,184 per worker outside of
governrment. §

costs of construction and equip-
ment. There is no prospect that.
costs of equipment or construc-
tion will soon be substantially
lower. i

The tendency for a 'drop in
expenditures on plant, equipment
and housing to produce unem-
ployment will be offset in large
measure b
saving and a rise in the rate of
consumption.’ The decrease in-
saving will come from a drop in
saving by corporations. The sav-
ings of individuals have always
fallen far short of meeting the-

investment needs of the country.- .

In 1948, less than one-third of the’
gross private investment of $38.5
billion was financed by personal’
savings which were a little more’
than $12 billion for the year. The "
remainder was financed by depre-’
ciation allowances of various
kinds and by corporate savings of -
slightly more than $10 billion.2

The high rate at which profits
were being plowed back in 1948 -
is -explained by the high rate of
business investment. Only by re-’
investing profits could < corpora-
tions obtain the funds for capital’
expenditures in the needed vol--
ume. ' If capital outlays had been .
smaller, a' smaller {raction of

| earnings would have been plowed’

back and dividend payments-
would. have been higher. Indeed,
the normal relationship is for
three-fifths_ to two-thirds of cor-
porate profits to be distributed as -
dividends. As the need of corpo-
rations to spend money on plant
and equipment drops, dividend
payments will rise and saving by
corporations will decline. Of
course, some of the increased divi-
dend payments will go to the gov-
ernment in  taxes and some of
them will be saved, but most of
them will be used to increase con-
sumption. Hence the economy will
adjust “itself fairly readily to a
slow drop in the volume of
spending on construction and in-
dustrial equipment.

Vv
Two moderately important in-

fluences will tend fo sustain pro- . £

duction and employment. during
the next nine months. One is the.
rise in government expenditures
relative to government cash re-
ceipts and the other is the rise in
the proportion of personal in-
come spent for consumer goods.

During the fiscal year recently
ended the cash surplus in the.
federal budget was approximately
a billion dollars. During the pres-
ent fiscal year the expenditures
of the federal government (in-
cluding $2.0 billion for: veterans’"
life insurance -dividends) will be
about $3.5 billion or nearly 9°
per cent larger than in the pre- -
vious fiscal year and receipts will
be about the same — probably .
slightly smaller. Hence a cash
deficit of $2 billion and possibly -
$3 billion is likely. Expenditures -
by state and local governments :
are rising too as conditions be- °
come more favorable for making
long over-due outlays for schools,
hospitals, roads, bridges, and
other improvements. Last year °
the @ expenditures of state and.
local governments were slightly
below their receints. During the -
last half of 1949 and the first-
half of 1950 state and local gov-'
ernments will undoubtedly spend -
at least a billion more than they
take in. Consequently, the gov-.
ernment financial operations, -
which have been more or lesg-
neutral in their effect upon the '
economy during the last year will .

2The fizure for corporate savings is
smaller than that reported by the De-
partment of Commerce hecause I have

rerrected the Devartment of Commerce
fipures for the widesnread ~verstatement

"of profits—the ' results ~f the use of -

chsaolete accounting methods by most
corporations. Mv figure on business de-
nreciation is hicher than that revorted

by the Department of Commerce for the - |
same reasons.

Fven the cornorate sav-

ings fieure which I nse and- which is

about %3 billion sma'ler than that re-

ported hv the Dopartment of Commerce .
war —gubstant’ally. Jarvsr #haw -all divie *
dend payments by corporations.

a drop in the rate of %
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“ be moderately stimulating during
the coming year.

-The rate of personal saving
during the last half of 1948 and
the ftirst half of 1949 has un-
doubtedly been: abnormally high.

 People have been -waiting for
prices to fall and for the choice
of goods to become broader. The
recent abnormally high rate of
saving will probably not persist.
"At any rate, the proportion of
personal - savings to dlsposable
~ income has dropped from 8.8% in
ine tirst quarter of 1949 to 7.3%
in the third quarter. Possibly the
drop will- not go.much farther,
- but it may—especially if business
concerns offer goods at more at-
- tractive prices. The rate of sav-
ing, however, will undoubtedly
be somewhat-less during the next
several quarters than it was late
. in 1948 and -early in 1949. The
lower rate of. saving will help
sustain demand.
. My conclusions concerning the
. short-termx business outlook may
be summarized as follows:

(1) The effects of the devalua-
- tion. of. various: currencies upon
the American economy. will: be
quite limited. Supplies available
+ to ‘American" consumers” will be
- increased by a small ameount ‘and
+ some. pressure will be put upon
the: prices ‘of some finished goods.
. To: the extent that devaluation
. brings .about lower prices - for
. finished goods, it' may increase
- the total volume of spending and
. thus- stimulate the economy.
(2) The coal strike and. the
. steel strike’ will’ temporarily- af-
i fect the supply of goods but will
- have: little effect upon the under-
+ 1lying conditions of demand. Hence
. they .will not.have.a. lastmg et
fect on recovery.
~ . (3) A slow slide-off in expen—
ditures on' plant, equipnient, and
housiitg is 'not'improbable, but' no
larga .drop is in prospect., Hous-
““ing in particular s likely to' be a
strong support. for general busi-
ness for uat least another year,
(4) Business will be sustained
by decreases in corporate saving
_ and increases in dividend dis~
bursements, by-larger government
_ expenditures in relation to re-
~ceipts, and by a slightly lower
rate of personal saving.

.These several conclusions indi-
cate that after the.settlement of
the coal and steel strikes the level

- of business should be somewhat
higher than during the  second
. quarter of 1949,

VI

Let me conclude these remarks
on short-run pusiness by remind-
ing you of two important facts.
One is that the United States is
not at peace and there is no im-
mediate prospect that the United
States will be at peace. The
country is engaged in a cold war
which will probably continue for
some years. No one: likes the cold
war because every one knows
that it. might break out into a
shooting war. Furthermore, most
Americans wish to be on friendly
terms with other peoples and are
happier when their relations witia
other  countries are cordial.
Nevertheless, from the narrow
economic standpoint, the cold war
is a good thing. It increases the
demand for goods, helps sustain
a high level of employment, ac-
celerates technological progress
and thus helps the country raise
its standard of living. In the ab-
sence of the cold war, the demand
for goods by the government
would be many billions of dollars
less than it mow is and the ex-
penditures of both industry and
government on technological re-
search would be hundreds of mil-
lions less than they now are. So
we may thank the Russians for
helping make capitalism in the
United States work better than
ever. There can undoubtedly be
mild ups and downs in produc-
tion and employment, such as the

‘mild recession of the last year.
Some of the drops may even be
larger than the recession of the
last year. It is difficult, however,
to conceive of the country’s ex-

perlencmg a really severe depres—
sion so long as it is engaged in a
cold war. War and depression
do not go together. If the day
ever comes when the word of
the Russians is regarded as worth
something so that it is possible
to make. peace with them, the
country will experience the eco-
nomic problems inseparable from
ending the cold war. That day,
however, is not in sight.

The second fact of which I wish
to remind you is that the economy
of the United States is essentially
inflationary. It contains institu-
tions which can be expected to
produce mild but ‘more or less
steady inflation. Among these in-
stitutions are trade unionism and
collzctive bargaining. Trade
unions are virtually certain to
raise wages faster than the in=
crease in output per manhour.
Hence collective bargaining will
require a slow rise in the price
level. Another inflationary in-
stitution is the government. Un-
less democracies accept the doc-
trine of very limited government
functions (and this conception of
government was discarded in this
country over a:generation ago),
they are virtually certain to pur=
sue . inflationary policies.” The:
reason is that politicians find it
more advantageous  politically to
authorize expenditures than: to
impose taxes. Consequently; ‘a:
deficit in the cash budget must be
regarded as more or'less normal
for democracies, except in an age

of laissez-faire.

This fact should not be regard-
ed as too alarming. During the
next thirty ~years, if the labor
force of the United . States: in-
creases to about: 75 million; if the’
work week is cut by about one-
fourth, and if output rises by. 2%
per manhour per' year, the total
toutput-of the United States will
{ increase about 69%. If the rate at
I'which money is spent remains
{more or less unchanged (and. it
| has been droppmg), the United
States will require an increase of
about 6%% in its' money supply to
avert a drop-in prices. This-would
mean an increase of about $117
billion in" the money  supply
—the slowest rate of increase in
the history of. the country. Per-
haps $30 billion of this increase
might come from further.imports
of gold—say about: a billion a
year for the next thirty years.
Some increase in the money: sup-
ply might come from a rise in
short-term borrowing by business
concerns and individuals from
banks. This is not a good way to
increase the money supply, but
short-term bank loans might rise
in proportion to the total output
of the country, providing the
basis for about $28 billion addi-

about $59 billion still to be pro-
vided. It might be done by the
gradual transfer of more and
more of the national- debt into
the hands of the commercial banks
—a method which is far from
ideal. Or it might be done by fi-
nancing the deficits of the Fed-
eral, local and state goyernments
through the commercial banks.
This latter way is likely to happen
because the deficits of the several

Earnings Statement- Ayailable

NATIONAL SHARES
CORPORATION

Earnings Statement for the
Twelve Month Period Ended
September 30, 1949.,
Pursuant to- its agreement with the
Underwriters of its common stock, and
in accordance with Section 11 (a) of
the Securities Act of 1933, as amended,
National Shares Corporatlpn has made
generally available to its security
holders an earnings statement of the
company for the twelve month period

ended September 30, 1949.

Upon request addrcssed to it at
14 Wall Street, New York 5, N. Y., the
company will maxl copies of such ntate-
ment to its security holders and to

 other interested parties.

NATIONAL SHARES CORPORATION

F. WILDER BELLAMY, President
Dated; New York, N.-Y.
October 18, 1949.

tional money. This would leave |

governments .during the next 30
years will ‘probably be consider-
ably in excess of $59  billion,
Deficits of roughly $59 billion as a
minimum, however, are likely to
be needed in order to provide the
country with enough new money
to prevent a drop in prices. I
need hardly add that the resulting’
increase in the public debt (about
one-fourth of the present Federal
debt) accompanying a rise of 69%
in the national product, would
leaves the debt burden consider-
ably less than it is today. If the
increases in production = were
larger than the slow rate which I
have assumed, a greater rise
would  be needed either in the
rate at which money is spent or
in the money supply. For ex-
ample, a rise in output of 3% per
manhour per year, together with
an increase in the labor force but
a drop in the work week, would
mean a rise of about 125% in the
national product in 30 years. Un-
less" the turnover of money be-
came much more rapid, the money
supply would need to rise by
125%: This would require either
that the banks' take over all of
the present Federal debt or that
the government incurdeficits in
excess of $200 billion in the next
thirty years.

Sincethe country is engaged in
a-cold war and will be involved
in this war for years to come and
since its economic institutions are
essentially inflationary, one may
conclude; I think, that the influ-
ences which make for expansion
of production and employment in
the ~economy are considerably

stronger than the influences which
DIVIDEND NOTICES
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make for. contraction. This does:
not mean that the influences
which make for contraction may
not prevail to a limited extent and
for short periods of: time. The
conditions for a real old-fash-
ioned depression, however, do not
exist' and are not' likely to exist
in the foreseeable future. As a'
matter of fact, considerable' time
is required to lay the foundation
for a severe depression, and the
cold war tends to prevent: con-
traction from going very far, Con-
sequently, the basic  plans of
American = business: enterpriseés
should be'made upon the assump-
tion that the forces for:expansion
in the American' economy are
very strong, that these forces will
be' dominant during most of' the'
foreseeable future, and:that the
interruptions to expansion, which
are bound to come’ from'time" to
time, will be short and mild.

Diomede Pantaleoni’ Opens

Diomede Pantaleoni has opened |
offices at. 60. West 70th  Street,
New York City, to engage in a
securities business.

With Riter: & Co..
(Special- to THE FINANCIAL : CHRONICLE)-
CHICAGO, ILL. — John W,
Himmelsbach is connected- with
Riter: & Co., 134" South La: Salle
Street.

DIVIDEND NOTICES-
THE GAMEWELL CO:

At &' meeting of the Board' of 'Directors  of
The Gamewell Company held today, October 21,
1949, & - dividend - of - $.25 per sharé.was de
clared on the  Common Stock of the' Compan;
payable ‘on’ November 15, 1949, to'stockho'dr
oi record ab the close’ of businesson. November

W. C. BECK, Treasurer.

e 4

111 Fif:'h-Avenue New York3, N. Y.

17711 CoMMON DIVIDEND

A regular dividend of Seventy-five Cents
(75¢) per share has been declared upon the
Common Stock of T AmericAN TorAcco
ComPANY, payable in cash on December 1,
1949, to stockholders of record at the close
of business November 10, 1949, Checks will
be mailed,

Epmunp A, HARVEY, Treasurer
October 25, 1949

INTERNATIONAL
HARVESTER
COMPANY

The Directors of International Harvester
Company have declared quarterly. divi-
dend No. 125 of one dollar and seventy*
five cents ($1,75) per share on the pre-
ferred stock payable December 1, 1949
to stockholders of record at the close of
business on' November 5; 1949.
GERARD J. EGER, Secretary

' 25¢. per

ALUMINIUM LIMITED

MIN,/ G
@ DIVIDEND

NOTICE

On October 19th, 1949, a quarterly
dividend of Sixty Cents per share
and an exitra dividend of Fifty
Cents per share in Canadian
currency were declared on the no
par value Shares of this Company
both payable December 5th, 1949,
to shareholders ‘of record at the
close of business November 10th,
1949,

Montreal  J. A. DULLEA,

October 19th, 1949 Secretary

IOWA SOUTHERN
UTILITIES COMPANY
of Delaware
Dividend Notice
The Board of Directors has de~
clared the following dividends:
41Y;-cents per share on
its 5% % Preferred Stock
($30 par)

30 cents per share
on its Common Stock
($15 par)
both dividends payable Decem-

ber 1, 1949 to stockholders of
record November 15, 1949.

EDWARD L. SHUTTS,

INTERNATIONALJ‘
HARVESTER
COMPANY

The Directors of International Harvester
Company have declared a quarterly divi-
dend of thirty-five cents (35c) per share
on the common stock, payable January16,

1950, to stockholders of record at the close |

of business on December 15, 1949, The
Directors have also declared a special-divi-

dend of forty cents (40c) per share on the |
common stock payable at the same time

as the quarterly dividend, that is, January |
16,1950, to stockholders of record at the |
close of business‘ont De¢ember 15, 1949, |

GERARD ' J. EGER, Secretary |
|

|

President.
October 24, 1949.

~ Southern
Railway
4 Company

DIVIDEND NOTICE

New York, October 25, 1949,

A dividend of One Dollar and Twenty-five
Cents ($1.25) per share on the Preferred Stock
of Southern Railway Company has today been
declared, - payable December 15, 1949, to
srockho|ders of record ot the close of business
November 15, 1949.

A regular quarterly dividend of One Dollar
($1.00) per share on 1,298,200 shares of
Common Stock without par value of Southern
Railway Company, has today been declared,
out of the surplus of net profits of the Company,
for the fiscal year ended December 31, 1948,
payable December 15, 1949, to stockholders
of record at the-close of business November
15,1949, .

J. ). MAHER, Secretary.

Ordas: with Cruttenden
(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—Joseph F, Or-~
das has become associated with
Cruttenden & Co., 209 South La
Salle Street, members of the New
York and Chicago Stock Ex-

changes.. Mr. Ordas has recently
been in business in the Middle
East. In the past he was with
Straus Securities: Co. in Chicago.

DIVIDEND NOTICES

- A semi-annual dividend . of
65¢c per share on the Capital
Stock, par value $13.50 pet
share, has been declared,
payable December 17, 1949,
to sOockholders of record No-
vember 23,

THE UNITED GAS IMPROVEMENT 0.

JOHNS HOPKINS, Treasurer.
October 25, 1949 Philadelphia, Pu

UNITED: STATES LINES
COMPANY

Common
Stock - -
DIVIDEND - +:

The Board of Diréctors hay authorized

the payment of aiquarterly dividend of

. fifty cents ($.50) per share payable
December 9, 1949:t6' holders of Cormmon
Stock of -record November 25, 1949 who
on that date hold regularly |ssued Com-
mon-Stéck ($1.00 par) of this Company,

CHAS: F. BRADLEY, Secretary
One'Broadway; New York 4, N, Y.

A'regular quarterly dividend of
31Y¢ per share on-the 5% Con-
vertible Preferred Stock has been
declared - payable’ December: 1,
1949; to- stockholders of record
November 15, 1949,

A regular quarterly dividend of
share' on' the' Common
Stock has been-declared payable
November 30, 1949, to stockholders
of record November 15, 1949.

M. E. GRIFFIN,
Secretary-Treasurer!

YEAR OF
CONSECUTIVE
DIVIDEND
PAYMENTS

SOUTHERN CALIFORNIA
EDISON COMPANY

CUMULATIVE PREFERRED STOCK,
¢ 4.88% SERIES, DIVIDEND No. 8

The Board of Directors has
. authorized the payment of a
dividend of 30Y, cents per
share on the Cumulative
" Preferred Stock, 4.88%
Series, payable November
30, 1949, to stockholders of
record November 5, 1949,

T. J. GAMBLE
Secretary

October 21, 1949
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\Mﬂlﬂdlf, Behind-the-Scens Interpretations
&ou the Nation’s Capital

\ Washington. . .

And You

- WASHINGTON D. C.—That some one other than Dr. Edwm G.

Nourse will head the President’s Council of Economic Advisers is
mot rated here as a development of any great significance. That Dr.
Nourse has departed from the Administration as one of the two

balance wheels of the President’s
; official family is, however, con-
. sidered here to be an event of the
. &irst magnitude.
' Paradoxically, it will “be a
. minor miracle if the departure of
Dr. Nourse does not deliver the
' coup de grace to that peculiar in-
stitution, the Council of Eco-
. momic Advisers to the President
+ :and its Economic Report.
DA \ % * #
. President Truman’s. most inti-
mmate advisers’ are now, for the
most part, left wing. These ad-
wisers include not merely: the
surving members of the CEA,
Leon Keyserling and Dr. John D,
Llark, but most of the other mem-
bers' of ‘the~White-House _circle
and the heads of major agencies
=and departments who have access
%o the President.

Of those to whom the Presi-
« dent - listened ' for advice on
" sconomic . matters, only Dr,
" Nourse: and John Snyder, the

Secretary of the Treasury, were
. xated as relative conservatives.

Now one of the two is going.
©Only Mr. Snyder remains, and
it may be anticipated that the
lefties in the press and within
the Administration will be
gunning for Mr. Snyder harder
than usual. While Charles Saw-.
yer, the Commerce Secretary, is
thought = to lean.  personally
foward the conservative side,
his influence as a conservative
is believed to have been neu-
" tralized as the price of his stay~
ing in the Cabinet,

Dr. Nourse alone had an influ-
ence within this Administration
that outweighed a handful of left-
ies. However, there were so
wery many more lefties that his
influence was only a matter of
degree,

But it was an important degree,
He resolutely . insisted ‘that the

- Lhairman of the CEA in fact
should be the spokesman for the
CEA, and the funnel through
which CEA’S advice should flow
4o the White House. He insisted
that the Chairman should be the
liaison of the CEA to the Presi-
dent.

To some degree Dr. Nourse
made this viewpoint stick. Presi-
dent Truman is more inclined
than his predecessor to recognize
rank and the chain of command.
Mr. Roosevelt, on the other hand,
often would go over or under any
bureau head to any individual
who had a bill of political goods
1o sell that sounded like attractive
merchandise to the late President.

Nevertheless, Dr. Nourse did
not succeed entirely. Some of the
members of the CEA were able to
get their individual viewpoints
.across at the White House, albeit
by indirect means, even when
they were in conflict with the of-
ficial  CEA compromise recom-
mendations or ideas submitted to
the President.

' However, as the funnel of in-
formation and opinion between
the CEA and the White House,
Dr. Nourse often bleached cut a
little of the red color from the
liquid. Obviously he could not,
on the other hand, purify the
product to the extent that he
may . be suspected of having
wanted to.

Dr. Nourse is a man of com-
manding logic. He is one to whom
most men around here found

emselves listening with respect,
.even when they did not agree

with him. He has a way of salt-
ing down pure economic data
with common sense. He has a

knack of mixing political: engi~: >

neering with economic engineer-
ing. He seems to sense what
sort of political wind one can
quarter into and still make some
progress. - Yet: . he .also. -senses
what kind of a wind is too stiff
for that, and which one must turn
into ‘and ride out, merely turning
the engines over enough to main-
tain. gteerageway. In oral conver-
sation he has an earthy, almost
slangy way of reducing economic
and statistical abstractions to the
comprehensible plane, yet he can
use big words in formal speeches
along with the best of the peda-
gogues.

For these reasons, Dr. Nourse
was often forceful enough to
carry other advisers along with
him' part ‘way. It is not known
what . decisions he influenced.
However, at one time when the
White House was hot for bank
credit restriction, the CEA, at
least by implication—the whole
CEA and officially—was on rec-
ord against it, It can probably be
surmised accurately that Dr.
Nourse had a large influence in
restraining the President earlier
this year, from fighting for tax
increases,

As for the CEA vestige of the
“Full .Employment Act” of 1946,
the President’s Economic Report
was of more than academic in-
terest to the country so long as
the President’s advice was not
just that of an amen chorus to
every spending and radical
scheme the President adopted.
Now it is probably a yes-man
chorus and it won’t matter much
whether the President puts his
recommendations in the Annual,
the Budget, or the Economic Re-
port messages.

Even the President seems to be
subordinating the CEA. Given
authority by Congress to decide
by himself how many and how
big raises within limits, he could
parcel out to his assistants, the
President gave the CEA members
$16,000, under an Undersecretary
of a department, and under some
of the chore boys the President
keeps a little closer.

& * *

From 'a news viewpoint, the
President’s statement that he was
for higher taxes to pare down the
deficit, is interesting but not con-
clusive. In nature it was an ac-
cidental commitment, rather than
a . deliberate, ' planned  position,
taken after. careful consideration.

When Dr. Nourse quit with a
blast against deficit financing
the boys who trooped to the
White House press cenference
naturally asked the President
what he thought about it, Defi-
cit financing has not yet taken

that complete hold upon the °

public imagination to the point
where the President was able to
say he was unconcerned as to
whether any attempt was made

to meet expenditures with rev-

enues, The President, it is felt,
under the circumstances almost
had to say he meant to balance
the budget,

So the press conference state-
ment was an off-hand and prob-
ably casual position.

Since the President has com-

mitted himself for higher taxes, '
however, he may be expected now '

BUSINESS BUZZ

'

‘Do you ever get tired of ordering everyone around?”

to follow through with a repeti-
tion of this position in his Janu-
ary messages to Congress. If he
omits ‘a call for additional taxes
in. those messages, that will be
news of significance,

On the other hand, the ques-
tion here is whether the Presi-
dent follows through with pres-
sure upon Congress to either
raise tax rates or somehow find
additional objects of taxation.

There are at least two objec-
tives dearer to the President’s
heart, however, than a balanced
budget.

First of these is a high level of
business activity. If the President
becomes convinced, at the time it
becomes necessary' next year to
bring all his pressure to bear to
get Congress to increase taxes,
that such taxes will jeopardize
the volume of business activity,
then the President will back
away.

For a high level of business
activity is deemed to be the in-
dispensable requirement of the
success of the Truman Admin-
istration. A slump means loss of

conirol of Congress. .If means
dangerously reduced tax re-
ceipts, and while the President
presumably is reconciled per-
sonally to deficits of $5 or $6
billion a year for a few years,
he is not reconciled as yet to_
complete loss of fiscal control.
Besides, Congress in a panic
might cut down the welfare
state  if revenues dropped
sharply, and the combination of
reduced- spending and unem-
ployment would surely beat the
Truman Administration, at least
in the 50 Congressional contest,

The other thing which is more
important than a balanced budget
is. the big expenditure objec-
tives, for housing, for foreign eco-
nomic and arms aid, for social se-
curity, for farm supports, and so
on. These spending objectives in
themselves override the objective
of balancing the budget, or would,
at least, until the budget got most
badly unbalanced.

* % &

You probably won't get it
dished out in any such frank way
in any public statement by even
the leaders of the opposition, but
here is the way a considerable
number of people diagnose the
current rew which apparently is
between the Navy, on the one
hand, and the Defense Depart-
ment and the President, on the
other:

In its foreign policy, the Ad-

ministration has bit off a great

deal more than the nation can
chew. The foreign policy of the
United States is to protect West-
ern Europe from Russian domina-
tion or conquest. It means dis-
couraging Russian aggression in
Western Europe, if possible. = If
this is not possible, it means mili-
tary reconquest of Western
Europe, if that territory is occu-
pied by the Reds. ;

This is the commitment which
was formalized in the Atlantic
pact, regardless of pretended es-
cape clauses.

To be prepared to discourage
Russia from attacking or to be
able to retake a Russian-occu-
pied Europe, means having on
hand a vastly more variegated

and ‘costly military ‘force than
the United States now has on
hand or in prospect. Should it
suit the purposes of the Rus-
sians at some time to occupy
Europe, it would take the avail-
ability of millions of men in an
Army-in-being, millions in the
Navy, and an Air Force of much
greater variety and power than
the top authorities now envision,
This is what military men as-
sert ‘privately. :

Should . the forces be created
necessary to do the job, the
United States would ,unavoidably
evolve into the military society
the interventionists of pre-War.II

said would be the inevitable re-

sult if Hitler were allowed to re-
main in- military control of Con-
tinental Europe.

Such a military society, how-
ever, would be overriding of all
other considerations,  including-
the maintenance of the many sub-
sidies . and welfare ' programs

which the Truman Administration
believes are necessary to secure it-
.| self in control of .the U. S.,Gov«

ernment. i
% #*

Under. the circumstances, ithe
the Administration:cast about for
comparatively. “inexpensive” sub-
stitutes "to 'do . the ‘job: without
transforming ‘the U."S. into.’a

*| military state, One of the gadgets

was economic: aid, whose: feasi-
bility: to sustain Europe is begm-

ning to be ‘doubted.: The. latest ‘is

foreign arms aid. The third is the
B-36 airplane which, in sufficient
numbers with atomic- bombs, is
charged = with discouraging ' the
Reds . or badly breaking them up

-|'if they ~march into Wegtern

Europe.A

(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.)

Charles Jones Opens

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—
Charles M. Jones is resuming the

‘| investment business ‘from offices .

at 1115 South Fourth Avenue.
Shearson, Hammill Adds

(Special to THe FINANCIAL CHRONICLE)

LOS ANGELES, CALIF.—
Adolph - P. H. Fetters is with
Shearson, * Hammill. & Co., 618
South Sprmg Street.

J. V. Everett Opens
WILLIAMSTOWN, W. VA,—
J. V. Everett is engaging in a
securities business from offices at
707 Columbia Avenue, He was
with Bache & Co.

Cement Stocks:

Riverside Cement
Spokane Portland Cement
Oregon Portland Cement

Coplay Cement Mfg.
Glers Falls Portland Cement

LERNER & CO.
Investment Securities
10 Post Office Square, Boston 9, Mass.
Telephone HUbbard 2-1998 Teletype BS 69

HAnover 2-0050

Firm Trading Markets

FOREIGN SECURITIES

All Issues

CARI. MMARES & CO. INC.‘

1

Teletype—NY 1-971

50 Broad Street

FOREIGN SECURITIES
SPECIALISTS

AFFILIATE: CARL MARKS & CO. Inc. CHICAGO

New York 4, N. Y.

Hill, Thompson & Co., Im_:.

NEW YORK 5

Executive & Underwriting Offices

70 WALL STREET
Tel. WHitehall 4-4540

Trading Department

120 BROADWAY
Tel. REctor 2-2020
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