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Devalued Sterling j
No Assurance of
Economic Stability
By THOMAS I. PARKINSON*

President, Equitable Life Assur-
'

ance Society of U. S. •

: Mr. Parkinson, asserting devalu¬
ation will not cure Britain's prob¬
lems, expresses doubt value of

; pound can hold without U. S.
i support. Ascribes lower purchas- »

f ing power of sterling to inade-
| quale production* Warns we
should stabilize our own money*

s '' / ■

The British pound sterling and
its "value" still hold the center of

the stage in international—and
much domestic—monetary discus-
I*'..-'- - siom ^Unfor¬

tunately it is
not always
clear what we
mean when
we speak of
the "value" of
the p 0 u n d.
It was said to
be overvalued

. before the re¬

cent devalua¬
tion.When the
British offi¬

cially de¬
clared its val¬
ue in terms of
the U. S. dol¬

lar as $2.80, it
was widely declared to be under¬

valued; and the British officials

explained at the time that, if they

(Continued on page 33)

United Nations!
By ROBERT A. TAFT* ,

United States Senator from Ohio

Republican party leader, though upholding United Nations, advo¬
cates a convention be called to revise its charter.Says, if Russia
proves intractable, we should "build within" the United Nations, !

under the Regional Agreement Clause, and revise bath Atlantic Pact
and Rio Treaty so as to set up organizations closer to ideals of jus-

, tice and peace. Condemns mistakes of Yalta and denies isolationism.
The primary basis of American foreign policy has always been,

and I believe should be, the maintenance of the liberty of the people
of the United States; To secure that liberty we fought the Revolution-

Why Stocks May Rise
OnDeclining Earnings

By WILFORD J. EITEMAN*
Professor of Finance, University of Michigan

- Dr. Eiteman, in analyzing price fluctuations in stock market, indi¬
cates there is no fixed relationship between stock prices and earn¬

ings, as stock quotations merely measure evaluations of those who
trade. Lists forces which lead buyers and sellers to enter stock,
market, and concludes as individuals continue to prefer consump- ;
tion to investment or to keep savings in liquid form, the price-

: earnings ratio is certain to remain low.

V .; The Dow-Jones average of industrial stock prices stood at 116.6
on the day before the Pearl Harbor attack,. At., that time average

( per share earnings for the 30 Dow-Jones stocks were $12.32: Thus,
ary War/ To maintain it, and because the American people came to' at the beginning of World War II, stocks were selling at 9.4 times

T. 1. Parkinson

^Statement by Mr. Parkinson,
distributed by the Continental
Press Syndicate, Brightwaters,
N. Y. .
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believe t h a t «*

a German vic¬

tory in either
war w o u 1 d

"seriously
threaten the

sec u rity
" of America,
l.:we ';cast. our

lot with those
who were op-

• posing an un-
; provoked
a g gressor

. threatening to
dominatp the
world. The

j ust ification
for the Mon¬

roe Doctrine, the key to our
foreign policy for a hundred
years, was the fear that a coloni¬
zation of North and South Amer¬
ica by European nations would
threaten the existence of our

North American republic.
The second goal of American

foreign policy should be peace un¬
less and until our liberty and our

security are threatened. Such a

goal is even more essential today
(Continued on page 42) /

Robert A. Taft

*An address by Senator Taft
before Toledo United Nations

Association, Toledo, O., Oct. 24,
1949.
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EDITORIAL

' The Weaknesses of Socialism I and Communism
Are Basic. They Cannot Be Eliminated by Tinker- i ^

With This and That.
;

' V It is encouraging in a sense to observe current indica¬
tions that there is somewhere in Britain an inkling that mere
currency devaluation cannot hope to cure the infirmities
from which that nation is suffering. This is the more true,
perhaps, by reaso,n of the fact that the symptoms suggest
little faith (or at all events less faith that one might have
expected) in plans and procedures which entail enlarged
rather than reduced public expenditures. It is not easy at this
distance to be certain what is what across the Atlantic, but
news dispatches indicate that consideration is even being
given to the extension of the "austerity" idea to areas which
heretofore have been regarded in official circles as quite
sacrosanct. ■; •

/ All this may possibly be a reflection of some

change of heart, or some newly acquired enlightenment,
on the part of the government or the ruling party, or it
may be that the rank and file of the British voters have
come to some sort of realization of the deadly effects

(Continued on page 30) -

current earn¬

ings. r .»• ; -

Immediately
following the
Japanese at-:
tack, market
quotations de-
clined to 92.9

and then be¬

gan a s 1 o w.
steady ascent
to " a " 17-year
high of 212.5
reached on

May 29, 1946.
During the
four quarters
im mediately

preceding this;
peak, earnings were $10.24. Thus
it will be noted that prices rose

(Continued on page 34) : *
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*Reprinted from the October
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Where We Are Going and What to Do Abont It
By ALBERT C. AGNEW*

Vice-President and General Counsel, Federal Reserve Bank of San Francisco

West Coast Federal Reserve Bank official severely condemns current extravagant government spending
as leading to> the "collectivist state."' - Says people are divided into pressure groups each seeking, special1
privileges to detriment of general welfare, while individual self-reliance, independence and mental integ¬
rity is on decline. Urges more activity in opposition to socialist trends, and organization of an American

Freedom Movement - / ' v.- .

What I shall say to you today I say from deep conviction. I am not an alarmist. In
fact, my natural inclination is to be over-optimistic, to view the brighter side of life, disre¬
garding the shadows and feeling that, with proper caution, almost every pit-fall can be suc¬
cessfully by-passed. Especially
this true with regard to our coun¬

try. Since its birth, it has passed
through a devastating civil war
and four wars with foreign coun¬

tries and each time its virility, its
bountiful God-given resources and
the marvelous inventive and in¬

dustrial genius of its people have
enabled it to grow stronger and
finer than before. No, we have
no fear of foreign enemies, singly
or in combination. Our present
danger is from within, and let me
assure you it is a very real and
present danger. i
Surely, one would not be bold,

but foolhardy, to speak to an
audience such as this without

being extremely factual. Your
profession requires that you be
realistic; that you consider and
weigh the impact of facts as they
are, not as one might wish or
imagine them to be. Therefore, I
shall confine myself to the discus¬
sion of realities and what seem to
be their inevitable consequences.
Let us consider N together three

matters: first, the present situa¬
tion from an economic and social
standpoint; second, the present
and probable future consequences
of that situation and, lastly,
granting the existence of the con¬
dition described and its probable
or inevitable consequences, what
we, as individuals, as a society,
and as a nation, can do to counter¬
act or reverse it. i

About a century ago, a famous
British historian and statesman,
Lord Macaulay, said to us: '
; "Your Republic will be pillaged
and ravaged' in the Twentieth
Century just as the Roman Em¬
pire was in the Fifth Century,
with the difference that in the
devastation of the Roman Empire
the Huns and Vandals came from
abroad, while your barbarians will
be people of your own country."
Lenin, god-father of the Soviet,

in 1924 wrote:
"Some day we shall force the

United States to spend itself into
destruction."

Current Background

Let us consider these statements
from the background of what is
happening today.- • /

Well, statistics are usually dry,
but when they concern your
budget, personal or national, they
should have careful consideration
and appraisal. In such a case, dry
statistics, like dry martinis, are
potent.
" Our present national debt of $255
billion carries with it an annual
interest charge—not reduction of

principal—in the sum of $5,450,-
000,000. This alone is over twice
the total cost of government prior
to World War I. At the present

time, we are spending, annually
for government more than the
total cost of the first World War—

a billion dollars every nine days—
over $111 million daily—nearly a

million dollars every 12 minutes
and $1,400 every second. We are

spending in one year "more than
the total value of all life insurance

companies in 1943, the chief nest

egg of 70 million people." We are

told all the gold mined in the

*An address by Mr. Agnew at,
Convention of the National Asso¬
ciation* of- Supervisors of-State-
Banks, Reno, Nev., Oct. 26, 1949.

world since Columbus discovered
America is worth $40 billion. In
one year, beginning July 1, 1949,
our Federal Government plans to
spend $45 billion, or $5 billion
more than all the gold produced
in the world in 457 years. The
Federal Government will spend,

during the current, fiscal year,
nearly 23 times the amount 'ex¬
pended during The first-year be¬
fore World War I, without any
allowance for debt retirement.
We are faced with a current Fed¬
eral deficit of $5.5 billion for the
current fiscal year, (against an
estimate of $873 million made in
January of this year), and all this
in a period of peace and compara¬
tive iprosperity. . There exists a
Federal debt mortgage of over

$7,000 on every American family.-
During 152 years, from 1789 to

and including 1940, a period; in*
eluding four major wars and sev¬
eral depressions, the Federal Gov-
ernment spent $167 billion;: Durr
ing four peacetime years, from
1946 to and including 1949, the
Federal Government* spent" $177,
billion, or $10 billion more in four
years than in 152 years. .

. ,In a. single month in 1949, the
peacetime government, spent as
much* as the $3,350;000,000 total
cost of government in the four
years of civil war. V: -

The
, total cost of World War I,

two years, was $31, billion. The
government now spends more than
that in 10 peacetime* months.
The proposed expenditures for

social welfare in 1950 are over $6
billion against $3 billion for 1948;
those for.resources development in
1950 are $4.4 billion against $2.8
billion for 1948. And so the bal¬
loon of government outlay goes
up and up. Politicians who are
riding the caboose of the gravy-
train never willingly allow it to
stop or even slow down for.* fear
of being thrown off at some lonely
whistle stop. ,, ;;

Government Spending to ;
Counteract Deflation

We are offered the thesis that
the budget cannot be cut at a time
when private spending shows
some moderate decline, because to
do so would accelerate deflation*
ary tendencies. What does this
mean? Here we are with an

economy that is still operating at
high levels of employment and
production; with a prospective
revenue total of $39 billion, eight
times that of 1939. Yet we are

told we cannot expect to balance
the budget. It is, of course the
essence of the so-called "com¬

pensatory budget" theory that the
government should "prime the
pump" by deficit spending and
expansion of debt in time of de¬
pression and should reverse the
process by retiring debt in time of
prosperity. If the theory that we
cannot afford to balance our liv¬

ing expenses except at the peak of
prosperity prevails, then certainly
it will remain unbalanced most of

the time and the present huge na¬

tional debt will go higher and

higher. How long this can go on no

one can say, but history is full of

examples of the wreckage of cur¬

rency systems resulting from such
insane policies.'
-*11 this, huge debt were necessary
and inevitable, if the money it

represents had been and was

being frugally and wisely spent
we, as loyal Americans, would be
the last to complain. But what
do we witness? In 20 years the*
cost of operation of the Federal
establishment has increased from.

$4. billion to almost $45 billion;;
the government pay roll has risen
from 600,000 - to 2,100,000; the*
number of government units has
increased from 350 to 1,812; waste,
duplication and overlapping go
unchecked in an atmosphere of
organizational chaos and archaic
methods.

i Can We Spend Ourselves Into 1
:■*>' Prosperity?
- Not many months ago we were
told that economy was the order
of the.day and that substantial
reduction of our national mort¬

gage was,Jon the program. But
now we hear again that old, re¬

pudiated and discredited cry,
"We will spend ourselves into
prosperity" and more of that po¬
litical buncombe to the effect that
since we owe the money to our¬

selves, (the:'size of the national
debt is immaterial. Federal debt
can only be paid by spending less
than we collect in taxes or by
taking the money out of the
hides of the people through
higher taxes. Practically speak¬
ing,, not one cent of new wealth
is produced by government. The
tax bill in this country has almost
reached the point of diminishing
returns'and, unless we call a halt,
will reach the point where pri¬
vate incentive is destroyed and
the risk of new capital is no

longer attractive because of tax
burdens. The next step is repudi¬
ation or still further dilution of
dollar value, followed by eco¬
nomic chaos.

So far we have dealt with fig¬
ures, but what about the more
important if less tangible moral
degeneration of our people which
has been the inevitable by-prod¬
uct of the loose thinking, profli¬
gacy and violation of fundamen¬
tal economic precepts which, for
the past decade, we have wit¬
nessed in government? Fifty-eight
per cent, or 33.: million of our
population have had no adult ex¬
perience with a pre-war admin¬
istration. Most of our teenagers
have lived their entire lives under
the cloud of some sort of "ism"—

socialism* collectivism, spendism,
waste-ism, tax-ism* or Uncle Sam-
will - provide - (for-you-from-the-
cradle - to - the - grav-ism. They
have been taught to spend as they
go, and take no thought for the
morrow, to consider frugality an
out-moded custom and to demand
more and more pay for less and
less work. The terms "big and

bad" have been linked together

as. inevitably as "sulphur and mo¬

lasses," "chills and fever," "death
and taxes." Nor have these sopo¬

rifics, adminstered in over-doses
from Washington, been confined
to our youngsters. Many of us

oldsters have, perhaps unconsci¬
ously, come to applaud each suc¬

cessive assumption of state, local
and individual burdens and obli¬

gations by government until we

are well on the road to complete

bureaucracy. But we have paid
for this buck-passing to Uncle

(Continued on page 32)
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And Common Stocks
; By HAROLD B. DORSEY*. r< ■: , . '

> President, Argus Research Corporation

•Commenting on current fears of further inflation arising from pros¬

pective Federal deficits, Mr. Dorsey reviews current economic devel-
i. opments making for and against higher prices. Notes money supply
j has not been increasing and doubts any further rise because of

deficit financing will affect prices or corporate earnings substan-
t;;> tially. Cites low stock prices in Britain under inflationary impetus

and previous American experience as evidence inflationary tears-

j^/"- ; do not necessarily lead to higher stock prices.
In the last couple of weeks about 75% of the Inquiries coming to

us have referred to some aspect of inflation. In view, of this evidence
of broad interest, it seems advisable to consider in some detail the
various questions that are most frequently submitted for comments,
v '••>•■» . I must re->

«port that the

mo$t popular
: '»■ reaction runs
'..'• a 1 o n g • t h e

line: vl,The
: government
will; probably
run at a defi-

» cit
v of $5 r $8

(hilliqn in the
'

current fiscal
i year, and that
this means in¬

flation; con¬

sequently, one
should i, m -

mediately in-
'

vest in com¬

mon stocks." Very often the rea¬

soning does not go any deeper
than that and it should be obvi¬
ous that the answers are not that
simple. „ ' •

Even though current estimates
of government receipts and ex¬

penditures may. indicate a defi¬
cit of that proportion, we must
i-emember that President Truman
does seem, to . have an inherent
dislike for Federal deficits, even
though -this aversion does not
seem to be strong enough to bring
pressure for lower expenditures.
A fair number of Congressmen
feel somewhat the same way, and
as indicated by the President's
remarks on taxes last week, the
prospects fqr higher, taxes next
year should not be; ignored. Since
1950 will be a Congressional elec-
ipn year, it does not seem to be
politically logical that higher
taxes will be levied on voting inr-i
djviduals.r But corporations don't
vote!.; Although higher corporate
tax rates next-year would not in¬
fluence the government's tax re¬

ceipts from corporations in the
current fiscal year, or in the
calendar year 1950 (unless the
plan is adopted to make corporate
tax collections on a more current

basis), corporations would tend
to accrue and sterilize their tax

liabilities at the higher rate. w

J But let us presume that the
government is going to run a
deficit of several billion dollars.

The presumption that this would
mean -"inflation" has to be ex¬

amined very carefully. It is on
this point that we" find so much
incomplete thinking. To most peo¬
ple inflation means deterioration
in the value of a dollar, which, in
turn, means , rising commodity

J,' *A talk by Mr. Dorsey at ooen-
ing meeting of season of the Phil¬
adelphia Securities Association,
Philadelphia, Pa.,; Oct. 27,

prices. We woqtd suggest that one
should jsk himself ."In exactly
what way will the government's
deficit influence the, supply and
demand factors for commodities?"

*

Commodity Prices

. Qur surpluses of feet} grains are

very; large. ) The total s supply of
com is fhe largpst on record and,
together with other- feed concen-r

trates, gives a total feed supply
which represents I.Q8 ; tpns per
animal uqit, which is by far the
largest ever recorded. The cotton
crop this year is the second
largest ever recorded and, with
the carry-over, gives a total sup¬
ply that is much mpre than ample
for domestic and export cfemands.
The total production of meat es¬

timated for 1950 is the largest of
the past three years and would
allow per capita consumption at
the postwar average level and at
least 10% or 12% over, the pre¬
war average. The supply of fats
and oils is very, large. '"V.-V''
| This same condition of ample
supply carries over rather gener¬

ally into our capacity to produce
manufactured goods. There has
been a tremendous expansion in
productive capacity since before
the.war. For precisely which- com¬
modity is there likely to he an inn
sufficient capacity to- take care of
all foreseeable demands^ even if
we were to grant that a govern¬
ment deficit would stimulate con¬
sumption? Is it steel, p a p e r,

petroleum, . or, textiles? Tempo¬
rarily perhaps, but only a brief
period of time and certainly not
indicative of a basic shortage of
capacity. . ■ Ui.

Fundamentally,.- commodity
prices; are- most heavily influx
enced by actual and potential, sup,-,
ply and demand, although we do
have numerous commodities
whose prices are influenced more

strongly by government controls.
Even for the latter, however, the
supply and demand pressures are
in the direction of lower prices
and the artificial maintenance of
these prices at a level that is not
economically . justified m e rely
stimulates production; and/ thus
increases the pressure of .the
natural economic forces. Pursuing
this dine of reasoning,, and after
examining carefully the supply
and demand factors, it seems to
us that , it ip qu|te unreasonable
to anticipate that the indicated
Federal deficit i$ going to cause a
generally rising trend in com¬
modity prices, Hence the cohten-

i \
f (Continued on page 32.) ; ;
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Getting Your Customer's Appreciation
By KELSO SUTTON*

\ Consultant in Salesmanship •

•

At this point in his presentation of investment salesmanship, Mr. Sutton illustrates techniques in demon¬
strating general advantages to prospects and customers in making investments, as well as calling atten¬
tion to peculiar merits of the securities offered. Warns against using hearsay evidence, and stresses

■ !"' value of factual demonstration. Explains methods of building up a sales solicitation through demon-
stration and methods of meeting customer's objections.

Selling success does not come with one big order, or in any sense overnight. Success
in selling is an accumulation of small points of progress. You may go along for quite a
while and be picking up a few new accounts here and there, and you are getting some

Kelso Sutton

fairly good
orders from

your present
accounts and

then, one day,
you will real¬
ize that your
b u s i ne s sis

much more

su b st a ntial

than it was

six months

ago. Yet, when
you review
what you have
been doing,
you can't put
your finger on
any one par¬

ticularly big sale, or big account
that would account for this more

substantial business that you are

getting, y
" You never can tell when you
are going to arrive at a higher
level, in your sales volume, than
you have been doing. You go

along and things don't break, and
then finally some of them do
start breaking for you, and some¬
times^when they start breaking,
even three or four new accounts

make a tremendous amount of
difference in your business.
A lot of salesmen always try

to put over the big push, and
think that if they get that one big
objective that it means success
for-them. Well, that rarely hap¬
pens. We all want to knock off
the big accounts, but actually
there are not too many of them
around to obtain.

/' A more substantial, and a
healthier kind of business is this

gradual accretion of ordinary ac¬
counts that, in time, add up to
something that will return a very
good living for you.

Any of - you who are new to
this business of selling securities,
you certainly should not become
discouraged early in the game. It
is not just the sale of securities
that might discourage you, when
you first start in selling, it is the
sale of anything, product or in¬
tangible services.
11 think you will realize from
the subject matter that'we. have
been covering so far in these lec¬
tures, that there is a great deal to
good saiesmanship. There are

many things that a man has to
undertsand and be able to apply
in order to do a good job, when
he is out selling.

■j« ■ Let us suppose that, somehow
or other, you acquired $1,500,
over and above your ordinary in¬
come, that someone left it to you,
or you hit the jackpot somewhere
or something like that, and you
had this $1,500. Now, you are

making a pretty good living so
you and your wife sit down one

evening and between the tv/o of

^ou, you decide that that $1,500
was not to go into savings and
that you could do just what you
Wanted to do with that money.

So, you have a family discussion
on how you are going to spend
that ?money. Your wife has been
thinking of getting an oriental rug
for the living room. That is one

suggestion that has been put forth.
On the other hand, you have kind
of had your mind on a new auto-

: * ^Stenographic report of lecture
given by Mr. Sutton, seventh in
a series on Investment Salesman¬

ship, sponsored by the Invest¬
ment Association of New York,
New York City, Oct. 27, 1949.

<£-

mobile. That amount of money,

with your present car, would get
you a nice new one. Well, then,
your wife also puts forth the sug¬
gestion that, maybe, if you don't
get the oriental rug, it is probably
about time that she got a nice fur
coat, and that $1,500 would buy a

very fine one for her.
You may think, "Well, maybe

I can get along with this car.

Perhaps we should get a new set
of dining room furniture."
So you go along and you think

of all these tangible things that
would be very pleasant to spend
your money on. Now, all those
physical things would be nice to
have. You would certainly like
to see your wife with a nice new
fur coat, and your thinking, un¬
derlying the fur coat, the probable
purchase of the fur coat, would be
not only that it would keep her
warm, but that there would be
prestige value, a certain amount
of pride; certainly, there would be
the element of the approval of
other people; there would be emo¬
tional motivating forces working
on you, with that fur coat.
The same thing might be said of

the oriental rug. Now, those kinds
of goods that you purchase con¬
form to ordinary spending habits.
They are quite easy to buy and
they are also very easy to appre¬
ciate. You buy the rug and it is
delivered and placed on the floor,
and there it is. It looks very nice,
and it certainly does a lot for the
room. There is an immediate use-

value to the rug, to the coat, to
the car, ; and also to the dining
room furniture. There is some¬

thing very tangible about them.
We enjoy them, and our neighbors
come in and they certainly ap¬

prove of the merchandise, and of
our progress in life, as represented
by our ability to buy these fairly
expensive things.
During the course of that con¬

versation, within your family,
after you have been talking for
quite some time, you might say,

"Well, we could buy those things,
but maybe we ought to do some¬

thing with that money that would
give us a little more security.
Maybe we shouldn't go out and
spend that money right away."
Then, your wife will say, "Well,
no, we have already decided that
we are going to spend the money,
because we - are saving, every
month, from our present income,
and this is extra money." ; >

There, you have a conflict be¬
tween the spending of the money
and the possibility of investing
the money, which brings up the
question that when a person buys
investments, and buys securities
from you, do they spend their
money? Or do they just invest
it? When you buy securities,
would you say you are still spend¬
ing your money, as you are when
you buy cars and things like that? ;

There is a difference in the com¬

mitment. What is the use-value of
investments? You buy the fur^
niture, and you go in and are able
to sit on it. You buy investments,
and what can you do with them,
from day to day? They are not so
easily appreciated. You can't see
them. Their use-value is once

removed from your daily contact
with life. They are not tangible,
and therefore they certainly are
not Ias easily appreciated by the
great American family. .

In order for you and your wife
to decide to put this money, the

$1,500, into securities rather than
to put it into a new car, you have
to use a little more imagination,
to foresee the benefits you will
get from the securities.
-The new car is delivered. It is

at the door. Even your young
child can appreciate that some¬

thing new has come into the
family, you have something to go
out and ride in. But it is not quite
so easy to appreciate the $1,500
being put into securities; the $1,-
500 is committed, but what have
you got for it? What can you look
at and see, or use, and what can

your neighbors come in and see?
This is an illustration of the

fact that what you sell is once

removed from immediate daily
use and therefore the benefits are

not so readily appreciated by the
people that you contact.
This leads up to what we are

going to talk about for a while
today. How are you going to get
your prospects and customers to
appreciate what you have to sell
as readily and as quickly as they
have been taught to appreciate
fur coats and other physical
things?
If you can reduce your invest¬

ment offering to a tangible of¬
fering that people appreciate
readily, then you have got a bet¬
ter chance to compete with all
those other product goods that
are on the market. It is not easy
for a person to sit and listen to
another person describe , the
possible benefits that might be
derived from investing their
money in securities unless; you
can show them something, and
that is what we are going to talk
about, ... today, , showing people
something that they can see with
their own eyes, that they can pick
up and feel, so that the invest¬
ment program contemplated as a

possible purchase by this typical
American family, that that pro¬

gram can be appreciated as read¬
ily as those other tangible things
that are sold with a great amount
of advertising and selling pres¬
sure behind them.

Making a "Demonstration" y

What does the investment
salesman do to accomplish that?
He makes a demonstration. That
is the next step in the sales in¬
terview.

We have talked about the ap¬

proach, we have talked about the
beginning of the formal pre¬

sentation, the beginning of the
development part of the sale; and,
as part of the development step
of sales solicitations, there is a
demonstration that any smart
salesman will make.

Essentially, what you gentle¬
men are selling has more last¬
ing appeal to that family,-of to
the head of that family,, than
these ' other physical things we

have been talking about. :. How
much security, basic security,
does an Oriental rug offer to
a family? -Or an automobile?
Very little. ,, ;

. But what you have to sell does
offer security. It offers a saving
possibility. Even though this
family has decided not to put
their money in savings—because
they are ordinarily doing that—
this is an alternate commitment
that thev can make that will still
save their principal for them, but
at the same time offer a lot of

other possible advantages for the

(Continued on page 24)
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Devaluations, Our Tax Structure,
And Risk Capital Markets

By R. W. COURTS*

:rPartner, Courts & Co. '■■■■ ' 1 $\
Investment Bankers, Atlanta, Ga.

Southern investment banker, warning British currency devaluation
may flood our markets with goods we are unprepared to accept and
consume, advocates increasing our demands for foreign goods by
undertaking vast public improvements and importing materials
needed for this purpose. Says we should set our own house in

order, provide a national tax structure that will encourage and pro¬
mote investment in risk capital and relieve people of fear for free

enterprise.
I wish to discuss some phases of monetary devaluation, how they

affect our internal economy, particularly our risk capital markets
and our tax structure. I will not attempt to go into any detailed
discussion of money. I do feel there are some things about money

Richard W. Courts

we should all - v . * <♦>-

remember.

Money fluctu¬
ates in value
in accordance
wi th; supply ■'
and demand

just as any -

other com-

m o d i t y.,:.

Through the
ages gold
proved the
best money,
for it could
fluctuate 1 lit¬
tle in supply, f
A paper

money or cur¬

rency can be increased at the will
of a government. If an over-sup¬
ply is created, its purchasing
value declines, resulting in higher
prices for food and other com¬

modities.

Prior to the First World War
the major countries operated on
the so-called gold standard, main¬
taining gold as a reserve for their
currencies. This is no longer true.
The fact remains that the value
of one currency, is maintained in
terms of other currencies by the
ability of the issuing country to
deliver goods or gold in settle¬
ment of its foreign obligations.
Today the United States is in pos¬
session of some 66% of the world

monetary gold supply and can

produce goods in excess of cur-
rc^needs.^;:^
In the early history of our

country the development of our
resources was aided by loans from
Europe. We became the largest
external borrower in history, tak¬
ing over $3 billion from Britain
alone. For more than 200 years
we were a debtor country. During
the period we produced an ex¬

portable surplus of goods and
shipped them overseas in payment
of our debts: We acted like deb¬
tors. Most important, our credi¬
tors acted like creditors and ac¬

cepted our goods. At the close of
the First World War the situation
was reversed. We found ourselves
a great creditor and in possession
of some 40% of the then known

monetary gold; supply. It was
then time for us to reverse our

trade balance, buy more i. from
debtors than we sold them. It
was our turn to take back com¬

modities, particularly natural re¬
sources, that we had been giving
them for more than 200 years; in
return, give back to them their
I.O.U.'s and some of their gold as
a base for their currencies. It
was time to let Europe work for
us. We did the opposite. In 1922
we passed the Fordney-McCumber
Tariff Bill, increasing our al¬
ready high tariffs. We put the
world on notice that we did not

want their goods in payment of
debts.. This action was taken in

spite of the fact that there had been
continual conferences in Euro¬

pean capitals on the subject of
debts and means of payment. In
succeeding years European coun¬
tries tried to pay us by delivering
gold and in the process bank-

*An address by Mr. Courts be¬
fore the Atlanta Rotary Club, At¬
lanta, Ga., Oct. 10, 1949.

rupted their currencies and there¬
fore

r their distributing systems.
Dictated economies were put into
effect giving some relief. Dictated
economies were followed by com¬
plete dictatorships and totalitarian
states. During the period we con¬
tinued - to sell more than we

bought, covering up the unsound
picture by making unsound loans.
Our loans finally stopped, then

came the 1929 crash. In the throes
of depression and in an effort to
protect against the havoc brought
by an already unsound economy
we made another unsound move.

The Hawley-Smoot Tariff became
law, again jacking our tariffs to
an all-time high. A few months
later, in September, 1931, Eng¬
land was forced off the gold
standard— others followed. *\ The
British pound promptly dropped
from $4.86 to $3.25 in terms of the
U.. S. dollar. To show what this
did to our industrial plant, let me
quote from the New York
"Times" of Feb. 18, 1932: "Owing
to the decline in sterling, British
tin plate can be landed on the At¬
lantic seaboard at $3.50 a hundred
pounds, whereas the official
American price is $4.75 '* f.o.h.
Pittsburgh." Foreign goods came
into our markets in spite of our
tariffs. V;
In defense we then proceeded to

devalue the U. S. dollar. Foreign
currencies rose in relation to U. S.

dollars, but it was temporary. The
same trend resumed, currencies
and production costs of debtor
countries declining in terms of
our currency. Then we set up »

great reservoir of money in Wash¬
ington to spend in order to make
business go. We started priming
the pump, a pump that would not
prime, and we have been priming
ever since.

The Second World War aggra¬
vated the lack of balance. In 194S
we set up the Bretton Woods
machinery, of little economic
value unless the creditor acts like
a creditor and debtors act like
debtors. vr Then came the Marshall
Plan—we continue to give away
dollars and the resources of our

land so far with no plan for get¬
ting much back, except the hone
of allies in future war. Strength,
preparedness and fair trade poli¬
cies will command allies — gifts
bring rebuke when they run out.

Can We Absorb British Goods?

Today we find Britain and
others devaluing for one primes
purpose—to get dollars by ship¬
ping goods into our markets. If
their action is followed by no

plan Ton our part to accept and
consume their goods, how can we

escape further devaluation of the
U. S. dollar in the future? True,
Britain made unwise use of ad¬

vances by us and unwisely set up-
a welfare state at the very time
she needed maximum effort and.
maximum production. Her
workers will now pay a bitter
price with longer wo^k hours and
shorter rations. The British pound'
will buy less food ■: and less
clothes.

It seems to me we have tried

every plan but one, the plan dic-
(Continued (j>n page 27)
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State of Trade

and Industry

Steel Production
'

Electric Output
Carloadings
Retail Trade ,

Commodity FVice Index
Food Price Index

i. Auto Production

Business Failures

J
Labor unrest in the coal and steel industry continued the past

week to have a depressive influence on the economy of the country
which resulted in industrial production dropping fractionally to a
level moderately under that of a year ago. / [\l ,v , .\

The effects of these strikes in two of the most important basic
industries were beginning to make themselves felt to a greater de¬
gree the past week than heretofore with shortages in steel and soft
coal developing in lines previously unaffected by the walkouts.

In keeping with unsettled conditions growing out of our present
labor unrest, retail trade the past week reflected a noticeable decline
in aggregate nation-wide sales below the level of the corresponding
period a year ago. Merchants reported that aggressive promotional
campaigns in many fall and winter articles generally failed to over¬
come the caution of many consumers.

A slight increase occurred last week in the dollar volume of
wholesale trade as many merchants sought goods for the coming
holiday season. It remained, however, moderately under the similar
.period of 1948. ; . . - :

- ; The dollar volume of wholesale apparel orders last week held
close to the high point of the week previous with aggregate unit
volume about equal to that of a year ago. ■ >

Buyer demand for food also continued high the past week with
total unit volume approximately even with that of a year ago.

Buyer interest in cotton textiles continued to rise last week. A
sizable volume of cotton gray goods was sold for second quarter de¬
livery. Some work clothing fabrics were available for 1949 delivery
with a moderate rise in the ordering noted in print cloth, carded
broadcloth and sheetings. Interest in drills and twills increased no¬

ticeably, but there was a paucity of offerings. \
v : "r'l' ;.v ;\y fx-'1 * ' * V//-:V-'/'7
An important break in the month-long steel strike came on Mon¬

day evening of? this week with the signing of an agreement by the
Bethlehem Steel Corp and the CIO United Steelworkers on a pension
and social insurance program. This entire program is subject to ap¬

proval by stockholders of Bethlehem Steel, according to Eugene G.
Grace, Chairman.? . 1
; ^ The agreement provides for minimum pension levels for retired
workers, now set at $50 a month, to be doubled and also calls for an
insurance program, to be shared equally by the company and the
employees. The settlement represents a compromise since the pension
program is non-contributory and the insurance benefits are partially
financed by the worker.

;
This solution is expected to set the pattern for speedy agreements

throughout some parts of the industry. Three other basic steel pro¬
ducers, Jones & Laughlin, Republic Steel and Youngstown Sheet &
Tube, were reported on the verge of settlements with the Steel-
workers.

Benjamin F. Fairless, President of United States Steel Corpora¬
tion. on Monday evening following Bethlehem Steel's announcement
made the following statement: , . .

'

"We renew our earlier proposal to sit down with the Steel-
workers' Union in an endeavor to negotiate a mutually satisfactory
program of insurance and pensions for our employees. Of course,
we will study the Bethlehem settlement which was announced to¬
night."

Discussing the adverse effects of the steel strike upon metal-
working industries, "Steel," national metalworking magazine, in its
current issue states that these effects will be felt for many weeks
after the walkout ends. -Whether the work stoppage ends soon or

extends into November, so much steel production will have been lost,
that supply difficulties will be felt into early 1950, at least in the
popular products. This condition will hamper fabricating operations
until the mills again approach balance between supply and demand,
This, in the opinion of most observers, will take several months, the
magazine points out.
t■ V; * f

The increase in unemployment in October over that of Septem¬
ber showed a rise of 225,000, according to Secretary Sawyer of the
TJ. S. Department of Commerce. The rise, states the Secretary, brought
"at least a temporary halt" to the downtrend in unemployment which
which started last August. He attributed the upturn to the steel and
coal strikes, rather than any "basic changes in the country's econ¬

omy." He also noted that the department's figures for October, which
were based on samples taken in the first week of the month, did not
reflect the full impact of the strikes. ;

Of interest was the announcement made on Monday last by the
Federal Reserve Board that consumer credit rose $346,000,000 in
September to a record high of $16,804,000,000 as the result of a
further expansion in instalment buying.

The total as of Sept. 3 compares with $16,548,000,000 for the
end of August. The year-to-year gain from Sept. 30, 1948, the Board
notes, was $1,573,000,000.
STEEL OUTPUT SCHEDULED AT 8.8% AS STRIKE CONTINUES

Once steelworkers get back on the job, steel will start coming
out of the mills faster and in greater volume than most people think,
states "The Iron Age," national metalworking weekly, in its latest
summary of the steel trade. The Bethlehem settlement and U. S.
Steel's repeated offer to negotiate make that a probability now,

though small companies may not be able to afford the llVzC hourly
cost of the Bethlehem pact.

Here is "The Iron Acre's" timetable, assuming quick settle¬
ment with major steel companies: within a week after settlement

«. steelmaking operations will be close to 25% of rated capacity.
The week after that the rate will be boosted close to 60% mark.
Less than a month after the ticup ends the pre-strike level of the
micl-8Qs will be reached. ' >' •' < - >

. (Continued on page 35)' ''
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Merryle S. Rukeyser

"Stop Political Waste
And Business Baiting"
-Merryle Rnkeyser
Asserts we are undermined by
reactionary Marxian and Keyne-
sian fallacies which are falsely

regarded as liberal.

COLUMBUS, O., Nov/ 2—The
national economy is being need-
essly tried by profligate political
waste and by business baiting on

tue part o

pressure

groups and
their fellow

travelers.
liiis view

was expressed
here today by
Merryle Stan¬
ley Rukeyser,
of New York,
economic col¬

umnist for In-
t e r n a t ional
News Service,
at a luncneon

address in
c o n n e c t ion

: - with the an¬

nual meeting of the Ohio Cham¬
ber of Commerce at the Deshler-
Wallick Hotel here.

Having just completed a first
hand 10,000 mile survey of Ameri¬
ca's economic pulse in a coast-to-
coast tour, Mr. Rukeyser de¬
clared:: "The time is ripe for the
emergence in both parties of a
new leadership based on common
sense; Land common honesty. The
new goal should be at long last to
cater to individual excellence and

efficiency— not to wastrels and
suckers. ■> ./v-'.;V:-•:j.'-.
"The new long-term promise of

American life can be bright in¬
deed if we call a halt on the vogue
for hokum and dilettanteism in
the management of the material
well being of 35,000,000 American
families. Though we reward gen¬

erously managerial know-how in
private affairs, we have been
standing by while amateur politi¬
cal economic planners and am¬

bitious pressure group officehold¬
ers have been seeking to substi¬
tute their untrained judgment for
that of the responsible trustees of
the private savings of the Ameri¬
can people.': V
> "The: touchstone for recognizing
economically sound leadership in¬
heres in appreciation of the im¬
portance of the cost sheet. On
the other hand, subtle racketeers
Marxian ideologists, and pressure

group officials attempt to strike
at the foundations of national eco¬
nomic greatness by holding out
the sucker bait of giving some¬

thing for nothing. The deceptive
trick consists of concealing costs,
not in eliminating them. ^
"By way of illustration, the so-

called Brannan Plan is conceived
in the same fatuous, give-away
spirit as the blueprint of the
British Socialists for providing
city dwellers with low-priced
food and farmers with a reason¬

ably satisfactory income. The
acrobatics is / accomplished ■/.' by
making the citizens pay twice for
the food/ First, he makes a part
payment at the gvocery store, and
later he completes the payment
in tax remittances out of which
the government provides a farm
subsidy.
"The provider of genuine socnl

gains reduces true costs through
technological improvements and
the use of the fertile brain of cre¬

ative minds in science, invention
and engineering. On the other
hand, the demagogue pulls wool
over the eyes of the people in hid¬
ing costs, and thus creates the il¬
lusion that he is providing free
lunch. The day of reckoning,
which has come in Great Britain
is a warning of the destructive
character of nolitical programs
bent on destroying human rewards
and incentives. Though the Uabor
Party gained office by virtue of

(Continued on page 35)
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Observations
By A.WILFRED MAY

A. Wilfred May

Planning Mess—Socialist Style*
Nothing is more significant about the British Government's

eagerly-awaited new economic measures—as announced ./and ex¬

plained last week by Mr. Attlee and Sir Stafford Cripps—than the
confusion over Planning they reveal in the minds of the public as

well as the government leaders. : On the one

hand, the expected strides toward dis-inflation
have turned out to be no more than gestures. In
captioning its leading editorial this week (the
"Economist" of London characterizes this "latest
attempt to create the appearance of an economic
policy" as "Salvation by Fleabite"). On the othe#
hand, displeasing everyone, the government does
take a small backward step away from its doc¬
trinaire Welfare-ism by imposing a shilling
charge on prescriptions. But even rhore impor*
t?.nt than the confusion, self-contradictions, and
indecision—is the hopeless mess in which the
Planners now find themselves after four years of
power and administration of their 1945 "man¬
date." ■' •/; • .

v ' u-
The current chaos is perhaps best typified in

the situation which has resulted in housing. ("It is
perhaps on the proposed housing program that

the greatest doubts arise about intentions and performance in 1950,"
says the "Economist" in a companion article: "Cuts Without Policy.")

The. new policy follows one phase of the Labor Government's
doctrinaire intentions in further curtailing the private sector qf
building activity, while leaving the public authorities' activities un¬
scathed. Contradictorily, however, the government's Full Employ¬
ment doctrine will be undermined by the reduction from the cur¬
rently high-employment levels through the reduction of investment
of £ 35 million. And furthermore the government is necessarily re¬

ducing its housing goal—amounting to a further diminution in build¬
ing from 200,000 to 175,000 units next year (similar to the persistent

I lag in housing in the Soviet Union). This year private building is
already down to two-thirds of prewar. V .

. .,d-

| From the broader view of political democracy too, the British
housing situation exemplifies the interference and overlapping.that
are certain to result from concurrent private and governmental,

'

activity—whose delimitation and separation are believed possible
here as well as abroad. ' \

Process Was Gradual ■'■■■:■} '
The course of British housing and her Town-and-Country Plan-

ning shows how governments by gradual stages get into wholer,
hog planning and complex controls, and subsequently find it
impossible to withdraw even one toe from the door. "Gradual"
is indeed the correct characterization because governmental entry
into the rent-control and even the housing fields is not new. Rent
control was instituted during the First World War, the first freez¬
ing occurring between 1914 and 1918. Following the grave shortage
of housing accommodations following the 1914-1918 war, successive,
governments from 1919 onward encouraged the building of houses
for letting to members of the -working class at rents subsidized;

; ,;-The supporting material for this article was recently secured
in England by Mr. May. 7^

(Continued on page 43) ;
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Railroad Transportation and National Defense
By A. L. M. WIGGixXS* r .• V/v

Chairman of the Board, Atlantic Coast Line and Louisville and,^ -O'
'

* Nashville Railroad Companies "■'/. - 7 to '•/" 7///7-to''7
''

• ' " ' 1 ' ■ 1 • . y * ' ♦ ' ' . ' v I1 *< * *t ' ^ ^ ^ i * i'i * '

Citing predominant dependence in World War H on railroad transportation, Mr. Wiggins urges raiK
roads be kept strong and efficient. Holds railroad management has been alert and courageous by making j
large capital outlays, but warns future along these lines is uncertain. Urges unification and coordination j
df government regulations and controls, and greater equality of treatment for railroads. Stresses need j

of labor cooperation with management. /.

There is no group in America better qualified to appraise the value of railroad transpor¬
tation to the defense of this nation than the members of the National Defense -Transportai
tion Association. From the President of the United States and top officers in every branch

of the service <£

A. L. M. Wiggins

on down

through the
lines, all have
testified as to
the essential¬

ity of rail
transportation
in n a t i o n a 1

defense.
It is a mat¬

ter of record
that during
the two dec¬
ades preced¬
ingWorld War
II,moremoney
was spent by
govern raent

'

77'to- " V from tax
other forms of transportation
than all the money spent on
railroads in more than a hun¬
dred years; However, when the
test bf war came the nation
turned td the railroads for the
transportation Of 97% Of all or¬

ganized troop movements, .for
90% of all Army and Navy freight
movement and for more than
two-thirds of the movement of all

freight of all kinds, Yotir own-
General Edmond H. Leavey de¬
clared "the railroads were the
first and the primary link in the
chain cf movement which carried
our fnilitary strength agaihSt the
enemy in all Cornersof the
earth/' In 1945, President Truman
wrote about the railroads: "We
as a nation must continue to de¬

pend upon them for transporta¬
tion that is all essential to mili¬

tary success end vital to that full
life which we as American citi¬

zens have a rigJtt to desire and to
achieve." to.'.;/'/ ? .to::

The members of the National
Defense Transportation Associa¬
tion are fully aware of the bril¬
liant performance of the railroads
during World War II and many
of them performed distinguished
service in the outstanding job
that was done. They know not
only the successes of accomplish¬
ment but know too well from bit¬
ter experience the handicaps and
the difficulties under which the
railroads operated at the begin¬
ning and during the war. There
was an alarming shortage of
■equipment of all kinds, particu¬
larly of freight cars and of mo¬

tive power, and an accumulation
of deferred maintenance of road¬

way which was a serious handi¬
cap to efficient operation.
At the beginning of World War

II, more than one-third of the
country's railroad mileage was in
bankruptcy or receivership. Dur¬
ing. the period from 1931 through
1S38, capital expenditures of all
Class I railways had averaged the
totally inadequate figure of $259
million per year, as compared
with an average of $842 million
per year for the preceding seven

years. This low pre-war capital
outlay proclaims the inadequacy
of earnings during this period and
the resulting inability of railroads
to secure the funds necessary for
needed improvements.

Must Anticipate Future Rail
Needs

Knowing both the essentiality
of railroad transportation to na¬

tional defense and the handicaps

*An address by Mr. Wiggins
before the National Defense

Transportation Association, At¬
lanta, Ga., Oct. 3, 1949.

under which the railroads entered
World War II, those responsible
for national defense have toe
stern duty to evaluate, to appraise
and to anticipate the needs for
efficient and effective rail trans-?
portation in the event of a fu¬
ture war. In particular, such an

obligation rests upon the National
Defense Transportation Associa¬
tion, which has as its number
one objective "to assist in effect¬
ing transportation preparedness
for war as being one of the na-i
tion's strongest guarantees cf
peace." This Association not only
recognizes that obligation, but
has adopted as a further objec¬
tive: "to bring to the attention of
the people of our country the
necessity for transportation pre¬

paredness* and through meetings,
conferences and '' publications to
stress the importance of transpor¬
tation as a major factor in bring¬
ing an emergency to successful
Conclusion.".', 7/'•.:. // .7"
/There is no organized group in

the nation that can speak more

authoritatively nor with greater
public confidence in what they say
on the problems of the railroad
industry in providing the most ef¬
ficient and most effective .trans¬

portation system that is required
for . adequate national /defense,
than the membership of this As¬
sociation. /../,,/ .//to- .//////,■//,■ '
> 'The people of this nation are
more acutely aware today than
ever before in peacetime of the
stark necessity and urgency of
adequate national defense. The
largest items in the budget of the
Federal Government and the
heaviest burden on the taxpayers
are for the support of the Armed
Services and for facilities re¬

quired by these services in pro¬

viding adequate defense for this
nation. Who would have thought
following World'War I that in
1949 we/would be spending 15
to 20 times as much money

per year in peacetime for:, na¬
tional defense as we were then

spending? But we have no choice.
We are living in a world of cold
realities and must pay the price
of self-preservation.

Rails Have Improved Efficiency

We may well ask what the rail¬
road industry has done since the
end of World War II to improve
efficiency, to promote economy
of operation and to provide mote
adequate and more modern facili¬
ties not only to meet peacetime
needs but as a guarantee of ade¬
quacy in the event of war.
Using the figures of the first

six months of 1949 compared to
a like period in 1944, average

freight train speed is 8% faster,
average number of cars per train
7% greater and the gross ton
miles for eacih -train hour of

freight service have been in¬
creased to 42,069 in 1949 as

against 36,944 in 1944. As com¬

pared with 1940, the net load
per freight train has increased
38V2% in 1948. Railroads today
are moving a ton of freight a mile
with two ounces of coal or a

tablespoonful of oil if burned in
a steam engine, or a teaspoonful
of oil if burned in a diesel.

No development in railroad
history has been more dramatic
than the development and use of
diesel motive power on the rail¬
roads. Although diesel locomo¬
tives were developed for all types

of train service only 10 years ago,
with the earliest use as switchers
about 25-years ago, ana generally
available in quantity from more
than one builder only after World
War II, 1here were 6,889 diesel
locomotives on American • rail--
roads on Sept. 1, 1949, with 889
on order from the manufacturers.
All of this means progress. It

means that there has been an irt-
tensive program of research, and
development by. individual rail-,
roads and by the Association of
American Railroads,- as wfeH as by
the suppliers of railroad equipf
ment. It means, furthermore,- thai:,
efficiency,7 economy and ("ade¬
quacy of railroad transportation
are primary considerations of
railroad management, second
only to safety. In spite of costs,
research continues in an accel¬
erated program/ The 'develop-*'
ment and use' of centralized
traffic control and of electroftic
communication / from /moving
trains are comparatively new de¬
vices for increased efficiency, as
well as safety, that promise much
in the future. There is no seg¬
ment of' the field ' of railroad

transportation looking to im¬
provement and < modernization
that is not receiving intense
study and careful analysis;
Wherever good results- are ob¬
tained, there is prompt applica¬
tion to the extent that capital
is y available. So long /as / the
American railroads continue to
be privately owned and so long
as they are able to earn an ade¬
quate net income, there will con¬
tinue to be research, moderniza¬
tion and greater efficiency/econ¬
omy and service, toy/
.Railroad management has been

and is alert and courageous and
has given evidence of its con--
fidence in the future of ' rail

transportation by large capital
outlaws for additions and better¬

ments. Since the end of World

War II, the ownership of railroad
freight cars has been improved
through the addition of 284,237
new cars to date and the re¬

building of a larger number.
During the same period, 4,080
diesel engines were placed/ in
service. Heavier rails and , im¬

proved roadway have been pro¬
vided on much of the trackage.
Modern signaling and communi¬
cations devices are being in¬
stalled. Comfortable streamlined

passenger cars are replacing bid
equipment. /*-y7./Vy7;to
The limitations on Ihese into,

provements are largely the
limitations of capital and of
earnings. During the four years
of 1945 through 1948, the rail¬
roads have invested in additions
and betterments $3,263 million,
which was more than 3V4 times
the amounts paid to stockholders
in dividends. Additions and bet¬

terments in 1948 exceeded $l1/4
billion and about the same out¬

lay is being made in the year
1949. This is a thrilling record
of progress and of faith on the
part of railroad management in
the future of railroads.

Future of Capital Outlays

But what of the future? That

promises to be an entirely dif¬
ferent story in capital outlay. A
serious decine in additions and

betterments is indicated. Even

now, new freight cars are being

(Continued on page 36)
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Britain and U.S.Business Outlook
■t ■ ,7VBy PAUL EiNZIG ./-/;." .

•j LONDON, ENG.—'There is one aspect of the devaluation of stetof
ling and df a fiumber- of dther currencies which is beginning to give
rtse to ebneern among British businessmen and economists.^ It is the
Effect oh business conditions ancLoutlook in the United States. In thi£
-Vru oertect
wprld -of ours
o n e ... m an's <

meat ; is far to

too often an- (
other .man ' s- *

poison../It has
become inevi-:
table ,to cut
British prices
b ,y , reducing
the dollar

value of ster¬

ling. It seems

equally Inevi-'
table that this /
iiip'v e should -

result in sub- '"; /
stantial a n d / )•
widespread / cuts
prices/; Judging/by advices- re¬
ceived from ' the'-United States,
.already there are indications 'of
such a /.downward trend. Even
though to date it has not assumed
substantial proportions,' it seems

probable, that the next few months
wilb witness a fairly pronounced
decline /of the American/ price

Dr. Paul Einziff

in American

///The/prospects of such a decline
are viewed \yith uneasiness on this
side of the Atlantic. Its immediate

and^autpmatib effect Would, be: i
corresponding reduction of dollar
earnings derived from British and
sterling area exports to the United
States. 'It is true,'there is also
a likelihood of the fall in prices
of goods -imported by Britain and
the sterling area from the United
States.- But the chances are that
these prices will not decline to
the same extent as those of goods
imported by the United States
from Britain and the sterling area.
For both the exporters and the
importers of these latter goods
will be inclined to take advantage
of the increased profit margin
arising through the devaluation of
sterling. Exporters are tempted
by the prospects of expanding
their sales to the United States

thfdugh giving away part of the
margin.. American importers >vill
insist on their share in the benefit

deriyed from the devaluation. /
• ,!0n theoth the Effect df
the devaluation on the prices of
goods exported by the United
States is expected to be less direct
and more slow. There are bound

to be cuts, in order that exporters
should be able to hold their own

in various markets in face of the
increased competitive capacity of
countries which have devalued
their currencies. But in the ma¬

jority of articles the main limiting
factor even now is the lack of

dollars, not the high prices. In
so far as the devaluation will
achieve its object of bringing
about an increase of exports to
the United States, the decline of
the' dollar ; prices of goods im¬
ported by the United States might
outweigh in importance the de¬
cline in the prices of American
exports. ' y-to '• //,';>"'V;
-'Another important consideration
is that a substantial fall in Amer¬
ican prices would materially re¬
duce the "safety margin" created
by the very drastic devaluation
of the sterling.. In any case, that
margin is likely to become re¬
duced through a rise in costs and
prices in Britain and in the ster¬
ling area countries. If in addition
there should be a substantial fall
in American prices then the "safe¬
ty margin" represented by the
undervaluation of sterling will

disappear. The position may then
be the same as it was before the

fall in American prices that took

place earlier this year.

, What is much more important
than either of the above consider¬

ations is the possibility of a con¬
traction of American demand for

British and sterling area goods as
a result of the effect of the fall
of prices on general business con¬
ditions in the United States. The

experience of the first half of 194£,
when the fall-in American prices
resulted in a contraction of Amer¬
ican imports might easily, repeat
itself. The menace of a deflation¬

ary vicious spiral in the United
States developing, into a slump is
very much in the minds of British
businessmen and economists. It is

true, those who entertained the
same fears four or five months

ago have.proved to be wrong, fob
American economy displayed a re¬
markable /resistance? to the evil
effects.of falling prices; as a result
the fall came to a halt. 1 But it is
not considered safe to assume that
the same experience wrll repeat
itself this time. 'to'. J* I
A few months ago, when it ap¬

peared that the American reces¬
sion might gather, momentum,/k
large, section • of. Britishopinion
built its hopes on the possibility
of intervention by/the United
State s /Government., Although
there was practically no such in¬
tervention, ./ there . is once more
much speculation in London about
the chances of "new deal" meas¬

ures to afrest the depressing ef¬
fect of the' fall in prices caused
by the devaluations.;. The main
argument of those who anticipate
intervention is that the Washing¬
ton Administratiin could ill afford
to allow a depression or even, a

recession, to develop in 1950 be¬
cause it is an election year. What
theset prophets are„ inclined to
Overlook is that Congress is not
"new deal" minded. Those who
follow American politics are in¬
clined to doubt whether the Ad¬
ministration would be able to ob¬
tain a majority for "new deal"
measures. >

An alternative defense against
depression, the possibility of
which is envisaged by many peo¬

ple on this side of the Atlantic,
would be an increase of the Amer¬
ican buying price of gold. Not¬
withstanding the . repeated , and
emphatic statements made by Mr.
Snyder, ruling out that solution,
it is considered possible that the
force of events might induce the
Administration to reconsider its
attitude. Categoric, as Mr. Sny¬
der's denials are, they are no more
so than were those of Sir Stafford
Cripps right to the very moment
of the devaluation of sterling.

The number of those in Britain
who are inclined to believe that
sooner or later the U. S. Govern¬
ment will avail itself of the
weapon of the gold price in order
to counteract the deflationary ef¬
fect of sterling devaluation is on
the increase. Opinions are divided
whether, if and when the change
should take place, it would be
accompanied by an upward ad¬

justment of the sterling-dollar

parity. Sir Stafford Cripps en¬

visaged the. possibility of raising
the rate froift 2.80 if possible. It
is conceivable, oh the other hand,
that there may be an all-round
and identical increase of the price
of gold in terms of the currencies
of all countries represented on the
International Monetary Fund, the
statutes of which institution en¬

visage such a change of gold

parities. to

Most people interested in this

possibility realize, of course, that
it is more than a possibility, and
that deflation in the United States

would have to go much further

before it became even a proba¬

bility, let alone certainty.
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From Washington
; - Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

COLUMBUS, OHIO—I struck up a conversation with a fellow at
the bar and vwe became warm friends because ;he was !from "Waverly,
Ohio, and came up with a dear friend, one of the outstanding mem¬
bers of the Washington newspaper corps. This fellow, I came to learn,

_ was a barber and I asked him about Senator Taft.
, Whereupon /he went into a terrible harangue
about how Bob Taft has never in his life done

anything for the workingman. When I sought to
interrupt with the thought that the workingman,
so-called, was in a helluva fix when he looked to
politicians to "do something", for him and to
point out that it was Taft who checked Truman
when he went hog wild in the case of la . railroad
strike more than a year ago and sought to con¬

script labor,, he was completely deaf.
It is a tragedy that our . so-called workings

men have no better thought processes than this.
They read their labor journals and accept-100%
the demagoguery of their labor leaders. The fact

r that an automobile worker or a railroad'worker
has to go on strike periodically himself and then
is thrown out of work at other times when he

v, 7-I i has no stated grievance, because of the power of
two or three labor leaders, utterly ruthless, has not caused this fel¬
low to whom 1 was. talking, to realize what an awful vise he is in.
A bar is no place „to try to convince him and I didn't try ,to do so.
Our conversation simply palled, notwithstanding our mutual friend¬
ship for his fellow townsman in Washington, a "fellow who has cer¬
tainly made good," as this .barber .said rather enviously, /but it has
never occurred to.him to ask the question why he hasn't made good
himself. i',-'". ' rt .t A-1 'J'' U
w. Notwithstanding this fellow's .type of mind, I-am .assured where-
ever I go out here that Bob Taft's campaign for reelection next year
is going great .guns. In the first place, ithe heterogeneous,/ motley
crowd against him—the Commies, Organized Labor, American Dem¬
ocrats for Action (or something like that—the - young Roosevelts,
Leon Henderson et. al.) and the Democratic-Party haven't been able
to get together on an opponent. At this time Taft is running against
nobody but he is making 'such a campaign, a year tin advance, I am
told, that if he were running against a formidable candidate he
would be hard to beat. . • — • -

i The fight is not over by a long shot. Only this week some little
political nincompoop harangued the CIO convention in Cleveland
with what "labor-intends to do to Bob Taft and his ilk." 'Bill Green,
President of the AFL, who a few years ago was generally spoken of
in the press as through, as having never been any particular worth
to the labor -movement, but who now at 75 or so, 'has had his
salary doubled apparently because the Taft-Hartley Act has; given
him si^subject ,of harangue, an evidence of vigor andUip and at 'em
stuff, tells in every speech he makes, what he intends to do to Taft. 'If
Bob Taft never accomplished anything else he has given this5 old'
man monkey glands. - ". ' "
, But :.I .am assured b.y the state's political observers that at this
time, Bob stands to win. , f ,

What then? You would think he would be the inevitable nom¬

inee for President by the Republicans in 1952.: He is today the Re¬
publican Party. He symbolizes it more than any -other one man.
If he should lose next year, of what avail will it be for other Re¬
publicans to win? They will be or will soon become the so-called
Republican Liberals of which there is nothing worse. They will have
seen the handwriting on the wall and the old, argument that Bob
Taft was too conservative will prevail in Republican councils. ?.■ ;

But assuming'he wins. Instead of his being given the Republican
•Presidential nomination in 1952, you can see what is brewing right
now. < ■ - ^ .

v The Eastern element will throw up its hands and say: "Oh Bob
Taft is a great man but he is not an internationalist. / He "doesn't
have a broad grasp of international affairs."

It so happens, of course, that he knows .all about Europe, as much
if not more than Dean Acheson and the great Vandenberg. But he
is a realist. He will not go overboard. Therefore, he is an isola¬
tionist.

fy./ So—we must head him off in regards to the Presidency. We
must have Eisenhower. You can already see that build-up. And you
can also see 'his approach. Nuts between Republicans and Demo¬
crats. Let's solve all our problems sanely and without rancor or

partisanship. Let's have-a united party, a people all batting together
against the foreign foe under one dynamic leader. Eisenhower,-the
one man who can make our country strong. * "

You can see this fight coming at the Republican convention in
•1952 and you should be able, too, to see the "me too" campaign that
would follow in the event of Eisenhower's nomination. And, 1 think,
you can ;also see the Republicans go down to defeat again!

What's Coming in Television?
, , „ By H. C. BONFIG* , „

; Vice-President, Zenith Radio Corporation

After reviewing developments in television and discussing operating problems, prominent television
manufacturer describes progress in color reproduction and use of phonevision, whereby television is
brought to home over telephone wire. Says this will give television quality films produced by Hollywood
as well as "a box office," and, at same time, permit direct reproduction of filming of motion pictures.

Let's examine this paradox called television, this fascinating and intriguing develop¬
ment, this economic monstrosity, this upsetter of daily lives, this disturber of other busi¬
nesses, this utterly delightful art that has raised a dozen question marks on the horizon of

American lifc4 ——— —-—•——<—

and business, scientific exploration "that we have ence between stations on the same

White, Weld Co. Opens
Branch In New Haven '
NEW HAVEN, CONN.—White,

Weld & Co. have opened a branch
office in the First Federal Savings
and Loan Association Building un¬

der the management of Lauren
Arnold. Mr. Arnold was formerly
manager of the New Haven office
of Fahnestock & Co. for many

years.

Also associated with the new

White, Weld office will be Roger
P. Tyler, Rufus Darrow, Seymour
Gans, Herbert W. Hayford, Rich¬
ard Warren, Seymour Page, and
Kingsley M. Whitcomb.

H. C. Bonfig

Chgo. Analysts to Hear
J. S. Lawrence of N. T.
... .CHICAGO, ILL. — Joseph Stagg
Lawrence, Vice-President of the
Empire Trust Company of New
York City, will address the Invest-,
ment Analysts Club of Chicago at
a luncheon meeting to be held
Nov. 3. Mr. Lawrence will speak
on "The Role of Money as as In¬
vestment Factor."

With Slayton & Co.
(Spesial to The Financial Chronicle)

CINCINNATI, OHIO—Frank D.
Reiley is with Slayton & Co., Inc.,
Union Trust Building. -

Let's take a

1 o o k at' * its

turbulent,
boiling his¬
tory. *
First of all,

television is

not 'new.
There were

television sta¬

tions on the

air in this

country more
than 20 years

ago, and by
r1932 there
were four sta¬

tions and many sets in operation
in the city of Chicago alone. But
this little boomlet of two decades

ago collapsed with a gentle thud
and we heard no more about it
for several years. The whirling
mechanical discs that were used
to" distribute light ;:and make a
television picture proved utterly
inadequate for the job. Television
went back to the laboratory.

; Then came development of an
all electronic system and the
launching df television at the New
York World's Fair in 1939. This

boomlet, too, collapsed, but it did
result, in the establishment of
six commercial television stations
.which operated in four different
American cities through most of
the war years. These stations
played to an audience represented
by somewhere between 5,000 and
7,000 television receivers—the sum
total of television set production
between 1939 and the stopping of
civilian radio production in 1942.
'

Postwar Development

Since the war, television has
had a different story. It is almost
as if the art had burst upon the
world, new born, on the day Japan
surrendered. It has dazzled us,

engulfed us, and; come forward
with incredible speed. Here are
some amazing statistics:
It took about a year to get

things started, but by the end of
1946 there were eight stations on
ithe air in six cities, and there were
more than 10,000 sets in the hands
of the public. That was just the
beginning.
When Father Time rang the

curfew on 1947 there were 18 sta¬
tions in operation, and the public
had purchased 142,000 receivers.
Then the snow ball began to roll

in earnest. On New Year's Day,
1949, there were 51 television sta¬
tions on the air in 27 different

cities, with a million sets in use.
. Since the first of this year the
number of stations has almost

doubled, for as of today we have
88 stations on the air in 57 cities,
and ' the public has purchased
nearly 2,700,000 television receiv¬
ers. In addition, construction per¬
mits are outstanding for 23 tele¬
vision stations, some of which can
be expected to go into service be¬
fore the end of 1949, and the FCC
'has on hand 351 frozen applica¬
tions.: ! ' r 'rff/r-

.1 don't know of any other art
that has gone so far in so short a
period as television has since the
war. Nor do I know of any that
has thrived and progressed
through such a startling state of
confusion. The trouble has been
that commercial development has
followed so close upon the heels of

had to find, almost overnight, an¬
swers to problems of development
that would not have been solved
in other fields for many years;
Let's consider, /for example, the
question of allocations:

Allocations

• The present Federal Communi¬
cations Commission inherited a

maze of problems that would baf-:
fie the intelligence of the Magi,
and in addition has acquired a

new set of problems to tackle,
i Radio and television are today
operating under an allocation plan*
adopted in 1945. At that time
there were 13 tchannels assigned
to television, one of which has
since been transferred to other
radio services. The Commission
assigned stations in different cities
on the 112 remaining channels.'
The intent was to distribute these

assignments in such a way that
all stations operating on the same"
channel would be separated far
enough from each other so that
none would interfere with others.

:: Unfortunately, things did not
turn out according to theory. As
additional stations came on the
air, there was growing interfer-

channel. One Detroit Station, for
example, found that a Cleveland
station on the same wave length
was interfering wdth its picture
right up to within two miles of
the Detroit transmitter.
It soon became evident that

this allocation plan was unwork¬
able, because when all stations
provided for were ton the air, in¬
terference through large sections
of the country would become in¬
tolerable. The Commission, there¬
fore, ordered the famous "freeze"
in order to re-examine the picture
and re-allocate stations so that we
could have a good workable, tele¬
vision system. ". ,

Another fundamental considera¬
tion was the fact that the 12 as¬

signed channels were utterly in¬
adequate. This fact was recognized
by FCC when preparing its 1945
allocations. Early in that year—
nearly five years ago—the Com¬
mission stated that there was not
room in what we now call the
VHF or very high frequencies for
a truly competitive and nation¬
wide system, and said that if such
a system were to be established
it must find its home higher in the

1 (Continued on page 29)
3

This is under no circumstances to be construed as an offering of these securities for sale, or as an offer
to buy, or as a solicitation of an offer to buy, any of such securities.

The offer is made only by mains of the Prospectus. , \ :

NEW ISSUE November 3, 1949

150,000 Shares

Union Electric Company
; of Missouri

- Preferred Stock, $4.00 Series
;v;. I Without Par Value

(Entitled to Cumulative Dividends)

Price $102.56 per share
Plus accrued dividends from August 15, 1949

:;:An address by Mr. Bonfig be¬
fore the Co-op Club, Kansas City,
Mo., Nov. 1, 1949.,

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

The First Boston Corporation

Goldman, Sachs & Co. . Kidder, Peabody & Co.

Stone & Webster Securities Corporation

Harris, Hall & Company Wood, Struthers & Co. F. MoseleyJcCo.
• : (Incorporated) • • . ' ,

Bache & Co. II. M. Byllesby and Company Green, Ellis& Anderson
, ' . , (Incorporated)

E. W. Clark & Co. Dellaven & Townsend, Crouter & Bodin©

Fahey, Clark & Co. Laird, Bissell & Meeds Minsch, Monell & Co.
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Yarnall & Co. Boettcher and Company , Cohu & Co.
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The Changing Economic Outlook
•; By A. W. ZELOMEK*

; President and Economist, International Statistical Bureau, Inc.

Pointing out present economy is no longer the economy of the 1920s, Mr. Zelomek says government
has fairly well demonstrated, through aid to farmer and support of labor unions, it can prevent price
collapse of previous period. Holds there is no reason to fear early major depression, and our most

serious difficulties lie in international sphere. Sees long-term prospect siill uncertain.

The last 12 months have been filled with more exciting and contradictory developments
than I can recall in a long time. About a year ago we were at the peak of postwar activ¬
ity. Then from last October to last July there was an exceedingly sharp decline in pro-

Dealer-Broker Investment

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

to send interested parties the following literature:

A. W. Zelomek

duction and

prices in
many, but not
all, industries.
There was a

marked degree
of inventory
liquidation.
After July,

however, a se¬
ries of confus¬

ing develop¬
ments got un¬
der way.
For one

thing, there
was quite a

pick-up in
p r o d uction.
This was not too surprising. . In¬
ventories had been pulled down
sharply: retailers had to buy dur¬
ing the summer in order to obtain
deliveries for fall selling, and
many industrial consumers bought
metals a little more freely because
they were afraid of a steel strike.
In September came devaluation.

This slowed up activity in many
markets temporarily, while buy¬
ers waited to see what would hap¬
pen. But within two or three
weeks it became plain:.'"'
(1) that devaluation was not go¬

ing to lead to any immediate dras¬
tic decline in the price level, and
(2) that Western Europe's eco¬

nomic problems had not* been
solved by the move, and'that an¬
other crisis by next Spring might
very well develop.
Then the coal and steel strikes

actually broke out and the lagging
trend of retail sales was exag¬
gerated. Retailers who had been
so careful all year with their
stocks and commitments were

again faced with the probability
of unexpected markdowns on

some types of Fall merchandise.
But this condition did not seem

to depress sentiment in many of
our important markets. As I pre¬
pared these remarks a few days
ago, I was beset by telephone
calls, nearly all of which ex¬

pressed inflationary fears. There
were rumors that the dollar
would be devalued. The Federal
deficit would be big this year, and
wouldn't that cause further price
inflation? The strike had de¬
pressed some Imes of business this
year, but didn't that merely mean
that those lines of business would
be that much better off next year?
Many of these questions were

stimulated by optimistic state¬
ments in trade papers, business
services or by government agen¬
cies. And to give them more vi¬
tality, Congress reached a last-
minute compromise on farm
legislation, giving the farmer more

today, as I see it, is to try to ex¬

plain some of the inconsistencies
and unravel some of the confusion

—to decide, in short, what is im¬
portant and what is superficial.
I do not mean to say that

changes in sentiment and psychol¬
ogy are entirely superficial. They
cause marked fluctutions in new

orders, which in turn have a sub¬
stantial short-term influence on

prices. But these fluctuations are
so great that the wide swings
above and below the more stable

general trend of business are

very deceptive.
I think, therefore, that we must

make a sharp distinction between
what we might call intermediate
buying and ultimate consumption.
By intermediate buying, I refer to
the new orders placed by the
million-and-one processors and
distributors, while by ultimate
consumption, I mean the disap¬
pearance of goods from the.mar¬
ket to the final consumer.

From what I have said so far,
you will already understand why
there was such a big pick-up in
intermediate buying from the ex¬

ceedingly low levels reached
earlier this year. *
There was the need in many

cases to build up stocks, either
against seasonal requirements or
because they had been depleted a
little too much.

Among purchasing agents, there
may have been a little increase
in buying during the Summer be¬
cause many prices had declined
so sharply in the late Spring.:,
There was the fear of major

strikes. J ; (-
There were the rumors about

dollar devaluation; ,, the growing
size of tiie Federal budget; the
inflationary action of Congress in
connection with farm price sup¬
port. ' •' « .

But what about the ultimate
consumer? Is the average house¬
wife buying any more than she
did before? Is the businessman
increasing his expenditures for
new plant and equipment? The
answers to these questions are

categorically no. Retail sales
have been lagging during most of
the year, and have been depressed
further by the strikes.
Looking forward, it is also hard

to find sound reasons for believ¬
ing that the trend of unit volume
at retail will suddenly begin a

sharp and sustained rise.
For some items, chiefly soft

lines, very sharp price reductions
have caused some increase in unit
consumption this year. But prices

.. _

. in primary markets have now be-
Ihan he has ever had before in gun to advance again, and the
the way of suoport. Commodity maximum advantage of reduced
futures markets took their signal' prices has been seen for the time
from this development and, aided being.
by seasonal factors, began a strong Moreover, the retail price level
upward movement. I as a whole has not come down as
And finally, on the strength of sharply as it has for some indi-

this evidence, a great many people ; vidual groups. In addition, the
concluded that the Administration cost of living has remained high,
would do everything it could to rent increases largely offsetting
have a strong recovery under way declines in other sections,
before November, 11950, which is If I were to summarize the
certainly true; and that its efforts present situation, as of today, I
would be successful, which, on would say that the improvement
the other hand, is not necessarily
true.

in business trends since last July
has been localized chiefly among
intermediate processors. They

T ,. , , . 4 have increased their buying, for
In the face of these surprising good and sufficient reasons, but

Two Kinds of Buying

and conflicting trends our job

*An address by Mr. Zelomek
before University of Pennsylvania
Club, New York City, Oct. 25,
1949.

the consumer hasn't.
Ultimate consumption did not

share in this Summer improve¬
ment, so far as I can see. Income
has declined only moderately, but
the decline in farm income and

wage payments has been some¬
what greater. Price declines, as
a whole, have lagged somewhat,
although for individual lines of
.>-oods they have been quite sharp.
If we discount protective buy¬

ing because of strike fears, the
improvement in activity has been
further concentrated in those in¬

dustries where production and
price declines had made most
progress.

In a Very important section—
the capital goods industries—a
declining trend is beginning to
get under way. Expenditures for
new plant and equinment in the
fourth quarter of this year, for
example, are estimated at 22%
below the record high level for
the last year—and 30% below for
manufacturing. ,

Meanwhile, a substantial vol¬
ume of industrial capacity is
available and ready for use. Op¬
erating at full rates last year,; it
produced excess inventories.
Many of these excesses were

sharply reduced by July of this
year. Nevertheless, there has not
yet been enough in the way of
price reduction to make me be¬
lieve that production can con¬
tinue on up tp previous highs
without again building up surplus
supplies. ; '; -V;
? Let me point out, before going
on to other subjects that my
doubt about any sustained in¬
crease in ultimate consumption is
a doubt strictly of the moment. If
price drops had been sharper to
date, or were to become sharper
within the next few months, I
would revise this opinion. '
I must also make allowance for

the same thing that has impressed
many businessmen, that the Ad¬
ministration will try to have a re¬

covery going before November
1950. We will simply have to
watch Congress and the Admin¬
istration during the first three or
four months of next year to see
whether any actions taken then
require a basic change in our

opinion. v . ;

From what I have said so far

you will begin to understand my
own views about the business out¬
look. However,-let me take up
some of the specific questions, as
outlined by your chairman.

Has the Business Upturn Been
More Than Seasonal?

Recovery in output from July
into August and through Septem¬
ber was more than seasonal in

many industries. This, however, is
a little beside the point, since the
reason for it is self-evident—the

excessive liquidation that had
taken place previously.
In October, the strikes began

and there was not only a very

sharp decline in output, but a new
difficulty of interpretation.
What effects will the strikes

have and what will be the trend
when they are over?

Unless the strikes last beyond
the middle of November, I don't
believe that any permanent damn
age will have been done to the

economy. Steel stocks had been
built up, and a strike of that dur¬
ation will have reduced them.
There will be a sharp rebound in
output to offset the loss due to the
strikes, but the basic trend will
not be affected. And the basic
trend was still moderately down¬
ward, in my opinion, because the
readjustment in capital goods in-

(Continued on page 26) :

aor rA«3|jcrt*y—dis¬
cussion in current issue of "Per¬

spective"—Calvin Bullock, 1 Wall
Street, New York1? 5, N. Y.

Capital Goods' Stocks—Study in
price movements—Francis I. du
Pont & Co., 1 Wall Street, New
York 5, N. Y.

Foreign Exchange Quotations—
Lists 143 quotations of the cur¬

rencies of various countries

throughout the world — Foreign
Department, Manufacturers Trust
Co., 55 Broad Street, New York
15, N. Y.

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

Over-the-Counter Utility Stocks
—Comparative analysis—Scherck,
Richter Co., Landreth Building,
St. Louis 2, Mo.

Television—Special study of the
industry—Bache & Co., 36 Wall
Street, New York 5, N. Y.

You Do Not Have to Be a Mil¬
lionaire ... to Become a Part
Owner of General Motors Corpo¬
ration — A report in laymen's
language on General Motors

Stock, prepared especially for the
novice investors—Ira Haupt & Co.,
Ill Broadway, New York 6, N. Y.

Arden Farms Co.—Diced Cream
of America Co.— Circular— Ed-

gerton, Wykoff & Co., 618 South
Spring Street, Los Angeles 14,
Calif.
Also available are circulars on

Atok-Big Wedge Mining Co., and
Purek Corp.* Ltd.

Ballard & Ballard'Co.—Memo¬
randum in current issue of "Local
Notes"—The Bankers Bond Co.,
Inc., Kentucky Home Life Build¬
ing* Louisville 2, Ky.

Bingham-Herbrand Corporation
New circular—Wm. J. Mericka

& Co., Inc., Union Commerce
Building, Cleveland 14, Ohio.

Black, Sivalls & Bryson—Cir¬
cular — Hecker & Co., Liberty
Trust Building, Philadelphia 7,
Pa.

Central Illinois Light Co.—Cir¬
cular—Sills, \Fairman & Harris,
209 South La Salle, Chicago 4,
111.

Central Public Utility, Corp.—
Memorandum—Gerstley, Sunstein
& Co., 213 South Broad Street,
Philadelphia 7, Pa.

Central Soya Company, Inc.—
Analysis — Boenning & Co., 1606
Watnilt Street, Philadelphia, 3,
Pa.

Colombia Bolivia—New study—

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

Columbia Gas System—Circular
—Fahnestock & Co., 65 Broadway,
New York 6, N. Y.
Also available are circulars on

Corning Glass Works, Holland
Furnace, National Bellas Iless,
Inc., National Biscuit Co., and
Servel, Inc.

Frontier Refining Co.—Circular
—Sidlo, Roberts & Co., First Na¬
tional Bank Building, Denver 2,
Colo. -

boutii'J-.a bane baecc,
111.

Glass Fibers, Inc.—Circular—

Kebbon, McCormick & Co., 231

Ilershey Chocolate Corporation
—Memorandum—Kean, Taylor &
Co., 14 Wall Street, New York 5,
N. Y.

Kellogg Co.— Circular— Swift,
Henke & Co., 135 South La Salle
Street, Chicago 3, 111. Also avail¬
able is a circular on Morris Paper
Mills.

Louisiana—Ninth annual report
of the Department of Revenue,
Sitnto of T n**'■ fnr" +he

year ended June 30, 1949—Avail¬
able lor oanivs, institutions, aud
dealers, upon,request—Scharff &
Jones, 219 Carondelet Street, New
Oileans 12, La. ' "Vv

McDonnell Aircraft Corpora¬
tion—Analysis—Eastman, Dillion
& Co., 15 Broad Street, New York
5, N. Y.-;^ - : \

Middle South Utilities—Bulletin
—J. R. Williston & Co., 115
Broadway, New York 6, N. Y.

; Morgan Engineering Co.—Cir¬
cular—Leason & Co., 39 South La
Salle Street, Chicago 3, 111.

New England Public Service—
New Study—Ira Haupt & Co., Ill
Broadway, New York 6, N. Y.

New York & Harlem Railroad

Co.— Circular—Main Securities

Co., 465 Congress Street, Portland
2, Maine.

Oregon Portland Cement—Late
data—Lerner & Co.. 10 Post Office

Square, Boston 9, Mass.

Charles Pfizer & Co.—Circular

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

Rockwell Manufacturing Co—
Circular — Wagenseller & Durst,
626 South Soring Street, Los An¬
geles 14, Calif.

, Also available is a cmcular bn
Transcontinental Gas Pipe Line
Corp. ,

Second National Bank of New

Haven—Circular—Day. Stoddard
& Williams. 95 Elm Street, New
Haven 6, Conn. - . •" ' - ' '':

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

Texas Utilities Co.—Circular—

Rauscher, Pierce & Co., Mercan¬
tile Bank Building. Dallas 1, Tex.

Texas Utilities Companv—New
Study—White, Weld & Co., 40
Wall Street, New York 5, N. Y.

Webster-Chicago Corp. — Cir¬
cular—F. S. Yantis & Co., 135
South La Salle Street, Chicago 3,
111. v'-.vw-

COMING

EVENTS

Nov. 15,1949 (New York City)
Association of Stock Exchange

firms annual meeting and election.

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

Annual Convention at the Holly¬
wood Beach Hotel.

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

sociation 24th Annual Dinner at

the Hotel Pierre Grand Ballroom.
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v Authority and the Individual—
Bertrand Russell — Simon and

Schuster, Inc., 1230 Sixth Avenue,
New York 20, N. Y—Cloth—$2.00.

Buying and Administering Cor¬
porate Insurance—Russell B. Gal¬
lagher — American Management
Association, 330 West 42nd Street,
New York 18, N. Y.—Paper—$3.75.

Foreign Exchange Quotations-
New Edition dated Oct. 14, 1949,
listing 143 quotations of the cur¬

rencies of various countries

throughout the world — Foreign
Department, Manufacturers Trust
Co.. 55 Broad Street, New York
15, N. Y. . - -

. House of Baring in American
Trade and Finance, The — 1763-
1861 —Ralph W. Hidy— Harvard
University Press, Cambridge 38,
Mass.—Cloth—$7.50. < vUT' ::

National Transportation Policy
—Charles L. Dearing and Wilfred
Owen—The Brookings Institution,
Washington 6, D. C.—Cloth—$4.00.

• Some Anomalies in the Steel
Board's Report (and Some Falla¬
cies of "Fact Finding")—Theodore
R. Iserman — Automobile Manu¬
facturers Association, New Center
Building, Detroit 2, Mich.—Paper.

D. Raymond Kenney Co.
Opens in New York;
D. Raymond Kenney announces

the formation of D. Raymond
Kenney & Co.
with offices at
41 Broad

Street, New
York City, to
deal in gen¬
eral market

securities. The
new firm will
be represented
in the Com¬

monwealth of

Pennsylvania
by Edgar P.
Hamilton who
will make his

headquarters
in Gettysburg,
Pennsylvania.
Mr. Kenney was formerly a

partner in the dissolved firm of
Kenney .& Powell, with which Mr.
Hamilton was also associated.

D. Raymond Kenney

fieorge A. Rogers Go.
h New Location

'

George A. Rogers & Co., Inc.,
announce the removal of their of¬
fices to new quarters at 120
Broadway, New York 5, N. Y.

Joins Thomson

& McKinnon
(Special to The Financial Chronicle)

ATLANTA, GA. — H e n r y F.
Brock has become associated with

Thomson & McKinnon, Healey

Building. He was formerly with
Courts & Co. '

Joins H. C. Wainwri^ht
(Special to The Financial Chronicle)

BOSTON, MASS.—William L.
Rull has become affiliated with

H. C. Wainwright & Co., 60 State

Street, members of the New York
and Boston Stock Exchanges. Mr.

BuU was formerly with Cbandter
JJovey & Co.

r Prizes Awarded to Junior Capitalists
Hy-Art Products-Co., with $55.69 profit, wins Junior Achievement

;. annual report contest.. President Schram'of Stock Exchange oftici-
- ates and £hreve speaks. .. • v' ^

. First award in the contest conducted by the-New York Stock Ex¬
change for the best annual report submitted by a Junior Achievement
company in 1949 was presented today by Emil Schram, President of
the Exchange, to Alfred J. Lipira, Jr., and Miss Shirley Weinstock.
who prepared the winning reports
of the junior company of Hy-Art
Products Co., Newark, N. J.
Award for second place in the
contest was presented by" Mr.
Schram to Frank Bielawa, Jr.,
and William Daugherty, of On
The Spot Recording Co., Chicago,
111. The four contest winners
were honored today at a luncheon
at the Exchange.
Junior Achievement is a move¬

ment through high school boys
and girls throughout the country
learn, by conducting their own

miniature business enterprises,
how the American business system
operates. The junior companies
sell stock, usually at 50 cents a

share, to raise the capital to start
in business. Products are manu-

lactured and sold as in a full-

fledged business undertaking.
Hy-Are Products Co. made

lucite desk calendars. It realized
a net profit of $55.69 in the seven

months ended last April 30. The
junior companies are liquidated at
r.be erd of each fiscal year. Hy-

Art*,Products returned to. stock¬
holders' the,amount of their orig-
inal investment, plus a dividend
of 25 cents., "
On The Spot , Recording Co,

made disc-recordings of orchestral
and vocal numbers and of com¬

mercial advertising messages, Its
profits for the seven months
ended May 31 totaled $79.73.
The winning reports were se¬

lected on the basis of clarity
and effectiveness of presentation.
Judges were Carle C. Conway.
Chairman of the board, Conti¬
nental Can Co.; Gale F. Johnston,
public representative on the
Board of Governors of the New
York Stock Exchange; John L
Carey, Executive Director of the
American Institute of Account¬

ants; Joseph M. Galanis, President
of the New York Society of Se¬
curity Analysts; and Phillip L.
West, Assistant Vice-President of
the Exchanee. , Charles B. Hard¬

ing, a partner of Smith, Barney &
Co., and4 a member of the National
Advisory Council of Junior
Achievement, described the con¬

siderations e n t e r in g into the
judging of the 174 "reports sub¬
mitted.
Earl O. Shreve, former Pres¬

ident of the United States
Chamber of Commerce and Pres¬
ident of Junior Achievement, Inc.,
outlined the current Junior
Achievement program. "The
greatest investment opportunity in
the nation today," he said, "is the
opportunity to invest in our

youth—in the leaders of tomorrow
to whom wd will look to preserve
and perpetuate our system of pri¬
vate enterprise." - The task his
organization has undertaken, ,he
added, is "to give the youth of
America increasingly greater
opportunities to learn and under¬
stand the procedures of the com¬

petitive business system."

TEXAS GAS ill I FEES ITS OUTPUT

In the max future, TEXAS. CAS TRANSMISSION

CORPORATION will pump natural gas from Texas
to Ohio through a new 800-mile 26-inch pipe line
that will serve gas consumers in more than 10 states
and tie together the pipe line systems of the Com¬
pany's two existing operating divisions.

Completed shortly after the 20th anniversary of
Texas Gas Transmission Corporation and its prede¬
cessor companies, this new gas artery will be a direct
interstate pipe line between Southwestern gas fields
and Appalachian markets, with sales outlets at regu¬
lar intervals along its entire length. The new line
will increase the Company's total annual gas sales
from 50 billion to an estimated 150 billion cubic feet.

The Company started as two divisions—The Memphis
Natural Gas Company, organized in 1928 with the
construction of an 18-inch pipe line from Northern
Louisiana to Memphis, Tennessee, and The Kentucky
Natural Gas Corporation, organized in 1929 and
serving Southern Indiana, Western Kentucky and
Eastern Illinois. The two divisions were merged
into the Texas Gas Transmission Corporation on

April 1, 1948.

Upon completion of the new line, Texas Gas will
have 2,370 miles of pipe line and 17 compressor

stations, with a delivery capacity of approximately
660,000,000 cubic feet of gas a day and a total plant
investment of approximately $100,000,000.

This is another advertisement in the series published for more than ten years by Equitable
Securities Corporation featuring outstanding industrial and commercial concerns in the
Southern states. Equitable will welcome opportunities to contribute to the further
economic development 0} the South by supplying capital funds to sound enterprises.

NASHVILLE

DALLAS

K N O X VI LLE

BIRM INGHAM

NEW ORLEANS

MEMPHIS ration
Brownlee O. Currey, President

N E W Y O R K

HARTFORD

CHATTANOOGA

GREENSBORO

AND

JACKSON. MISS.

322 UNION STREET, NASHVILLE 3. TWO WALL STREET, NEW YORK45.
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Pennsylvania Brevities
Pennsylvania Power & Light Co.

Operating revenues of Pennsylvania Power & Light Co. for 1949
are expected to approach $70,000,000, compared with the $66,452,487
realized in 1948. After taxes and provision for dividends on a larger
number of outstanding preferred shares, net income .should exceed
$2 per share on the common^
stock.
' Billings under the higher rate
: schedules recently approved will

- start in December. In 1950 the
'company will derive the full
benefit of the estimated $2,216,-
000 increase in gro& revenues

■provided by the new rates.
„ : Recent capital expenditures have
expanded Pennsylvania Power &
Light Co.'s generating capacity by
about one-third and have resulted
in production economies now be¬
ing reflected in net earnings. An
additional power loan has been
afforded by the establishment of
84 new industrial plants in the
company's territory so far this
year. /

% %

Pittsburgh Sales Decline
1

PITTSBURGH — According to
the Pittsburgh branch of the Fed¬
eral Reserve Bank of Cleveland,
department store sales in the
Pittsburgh area have declined se¬
verely under the combined impact
of the continued coal and steel
strikes. For the week ended
Oct. 22, sales were 30.1% less
than for the comparable 1948
week. For the first 43 weeks of
1949, however, sales were only
6.7% below the same period of
last year.

* * * -

Pittsburgh Rwys. Reorganization
Hearings on the Pittsburgh

Railways Co. plan of reorgani¬
zation before the SEC in Wash¬
ington were concluded on Oct. 6.
The Public Utility Division of
the SEC is expected to report
its findings on or before Dec. 1.

* * *

Alan Wood Steel Co.

Alan Wood Steel Co., Consho-
hocken, Pa., has declared a 5%
stock dividend payable Jan. 1 to
holders of record Dec. 1. Similar
action was taken last July. Due
to a restrictive clause in its first
mortgage indenture, the company
cannot pay common stock divi¬
dends in cash until its 30-inch hot
rolled strip mill, now under con¬

struction, is installed and in oper¬
ation. The company reports net
income of $1,835,172 for the first
nine months of 1949, compared
with $2,383,890 in the correspond¬
ing last year period.

Stating that the new strip mill
will probably be ready for oper¬
ation about the turn of the year,

John T. Whiting, President,

Cambridge Bldg. 3s 1953
N. E. Walnut & Juniper Common

'"*• Phila. Warwick Common

Phila. Suburban Water Com.

Phila. Transportation Co.
Issues

John B. Stetson Common & Pfd.

Samuel K. Phillips &Co.
Members Phila.-Balt. Stock Exchange

Packard Bldg., Philadelphia 2
Teletype N. Y. Phone
PH 375 COrtlandt 7-6814

added that installation of the
new unit should considerably
improve the company's compet¬
itive position and round out its
activities. v.■
: '■' * # >,Fv"

Scott Paper Co. Anniversary

Celebrating its 70th anniversary,
Scott Paper Co. of Chester, Pa.,
world's largest manufacturer of
household paper products, has dis
tributed an extra week's pay to its
2,000 employees. •

Ceremonies were held in each
of the company's, eight plants
across the country and were
scheduled on a staggered time
basis so that each shift could par¬

ticipate. Terming the bonus a
"

progress - through - quality - divi -
dend," Raymond C. Mateer, Exec¬
utive Vice-President, told employ¬
ees that "adherence to quality
pays off in steady wages and
greater opportunities."

v * -•' * ... *

Autocar Co.

Although sales of Autocar Co.
for the first nine months of 1949
are reported at $16,608,958, against
$22,721,442 for the like period of
1948 and $30,871,587 for all of last
year, W. M. Taylor, General Sales
Manager, stated last week that an
expected sharp rise in sales in the
last quarter may bring company's
dollar volume above that of 1948.

Mr. Taylor pointed out that
the company's Ardmore, Pa.,
plant has been running at ca¬

pacity for the last two months
and is booked for full operation
for at least the balance of the

year. Company is currently en¬

gaged in filling a City of New
York order for 200 heavy duty
rubbish trucks, delivery to be
completed by Jan. 1.

% & # ,

Hershey Chocolate Corp.
Due largely to a drop in the

price of cocoa from 40 cents a

pound to 23 cents over the last 12
months, earnings of Hershey Choc¬
olate Corp. are rising in spite of
lower gross sales. For the first
nine months of 1949, company re¬

ports net profit of $10,020,520
compared with $7,540,607 in the
1948 period. Last year a reserve
of $2,000,000 was set up against
possible inventory losses. Since
the company has worked through
its high-cost cocoa and is now us¬

ing supplies purchased at lower
prices, a 1949 inventory reserve is
considered unnecessary.

tit

Lukens Steel Cuts Salaries

The steel strike has hit the
salaried employees of Lukehs

Steel Co. in the neck. Effective
j Oct. 30 and to continue until a

j strike settlement is reached,

j salaries of full-time employees
i have been reduced 18%; half-
j time employees, 50%. Charles
Lukens Huston, Jr., President,
states that action was necessary

"so the company may have am¬

ple funds with which to start
up and to meet its financial ob¬
ligations thereafter." Repay¬
ment of a loan to Penn Mutual
Life Insurance Co. and electrifi¬
cation of its 206-inch mill will

require expenditures of over

$1,500,000 over the next several
i months.

r , Penna. Bell Rates Rise ■"/'
Rate increases which will in¬

crease gross revenues by $17,963,-
000 a year have been granted the
Bell Telephone Co. of Penna. by
the Public Utility Commission.
The higher charges will fall sub¬
stantially short of providing the
$25,000,000 which W. D. Gillen,
company President, deemed nec¬
essary to put the company in a
sound financial condition.
"It will be necessary," said Mr.

Gillen, "for us to revise our pro¬

gram of expanding and improving
telephone service in 1950 and
1951." , . ■ Y...^

Residential telephone rates >

will be increased an average of
about 55 cents per month; busi¬
ness telephones, about $3.50.
Toll rates are not involved and
the customer will continue to
receive a bargain nickel's-worth
at the coin-box in the telephone
booth. ,

7 '

Higher Fares in Reading
The Pennsylvania Public Util¬

ity Commission has granted a rate
increase to Reading Street Rail¬
way Co. which will add about
$175,000 to annual revenues. Sin¬
gle zone cash fares are raised
from 8 cents to 9 cents; token
fares from 7J/2 cents to 8V3 cents.

Montgomery, Scott Go.
Adds to Staff
PHILADELPHIA, PA. —Mont¬

gomery, Scott & Co., 123 South
Broad Street, members of prin¬
cipal stock and commodity ex¬

changes, announce that Joseph
Macpherson Fine, Henry G. Lodge,
and Thomas A. Scott are asso¬

ciated with the firm as registered
representatives in the Philadel¬
phia office.
Mr. Lodge was formerly with

Buckley Brothers.

In New Location

PHILADELPHIA, PA; — Hen¬

dricks & Eastwood, Inc., announce
the removal of their Philadelphia
offices from Packard Building to

1421 Chestnut St.

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

Merchants Distilling Com.
Phila. Transp. Com. & Pfd.
Richmond Cedar Wks. Com.

(Alan) Wood Steel Common
(Alan) Wood Steel Pfd.

Bought—Sold—Quoted

E. H. Rollins & Sons
Incorporated

PEnnypacker 5-0100
1528 Walnut St., Philadelphia 2

New York Boston Chicago

Underwriters

and

Distributors

STROUD & COMPANY
Incorporated

PHILADELPHIA 9

ALLENTOWN • PITTSBURGH NEW YORK SCRANTON • LANCASTE1

Pennsylvania Dealers'jProgram Designed to
Stimulate Interest of Individuals in Securities
Advertising campaign sponsored by Pennsylvania
Institute of Investment Firms is directed toward

potential small investor.
PHILADELPHIA, PA.—With the publication of the first of a

series of display advertisements in the Philadelphia "Inquirer" last
Monday, the recently formed Pennsylvania Institute of Investment
Firms initiated its long-range program designed to arouse and sustain
the interest of the potential smal.^
investor in securities in general ably assisted by R. Victor Mosley,
and in well-seasoned issues of Vice-President of Stroud & Co.,
Pennsylvania corporations in par- and John F.-Bunn, Partner, Bi-
ticular. oren & Co., proceeded with the
j- The first ad, captioned "Who's formation of the Pennsylvania In-
Eating Your Apple Pie?" points stitute of Investment Firms,
out that idle money is unpro- The Institute is a non-profit
ductive; that 1948 dividends paid corporation, membership in which
by leading Pennsylvania com- is open to any individual, firm or
panies averaged 7.8%; that you corporation engaged in the invest-
don't have to be a "big operator" ment banking or securities busi-
to have investment income; that ness in Pennsylvania upon pay-
one-third of all company dividend ment of a subscription to defray
payments now go to investors the costs of a specific advertising
with yearly incomes of less than campaign.
$5,000, and that there is no mys- .l _ . , , ..

tery. in buying stocks. IL urln^.f. or .e PurP°ses of
Subsequent advertisements, to any spcific campaign members

be published over a six months ki^I?,.ri^^1nng $ are ?ssionn aS
period, are written in a similar ^ , as an<*. 200 as
"down to earth" style and are pat- , Each published advertise-
terned along educational lines. | jC?rr\t? aT c0JJP°n
The story behind the organiza- recJed. to the-Institute. Prepared

tion of the Pennsylvania Institute ^a- ^Ja+ W1}} sent to each in-
of Investment Firms and its pro- Qul.rer together with a list of all
jected program is of special inter- acti^ members without reference
est to security dealers through- ^° . ^€rn^ers, classification. . In-
out the nation. The cooperative SJJn reff / Institute
and voluntary character of the ,e?f£?r!2!j|i?.r
Institute's framework is readily S? S? ♦£!/ i V m.
adaptable to other groups in other ^at ° *h«?]f,,-^assi*lca
localities. While in each area em- s>

three "leads'^ to ^class
phasis is directed to local secur- JfSf+ . ? GJass
ities, such programs merely sup- <<r,„ f ?®r,s 0 a ^ n a Sjass
plement rather than compete with 5 £ T,?i^pHntinnCe'Qi^ rufnt ~
the excellent educational publicity

™ voluntary,
prepared by the New York Stock there are n0 dues or assessments.
Exchange. ' | The first "send-out" consists of
Credit for the inception of the a carefully chosen selection of

present well-organized program 100 Pennsylvania securities,
goes to Harold F. Scattergood, Thumbnail descriptions will in-
partner of Boenning & Co., Phila- elude 1948 earnings and dividends
delphia, who, almost two years and indicated yields as of Sept.
ago, presented his tentative ideas =30, 1949. All companies repre-
to District 12 of the National As- sented have paid continuous div-
sociation of Security Dealers. The idends for 20 years or longer. The
NASD, wholeheartedly endorsing list includes 32 listed arid 68 un-
the movement in principle, felt listed issues,
that development of the proposed I Some 45 Philadelphia firms
program was beyond its proper have joined in the initial coopera-
scope and should be undertaken tive effort. This novel method of
by individual firms, preferably on joint educational marketing will
a basis of mutual cooperation. It J be watched with keen interest in
was then that Mr. Scattergood,1 other financial centers.

NSTANotes

SECURITY TRADERS ASSOCIATION OF CONNECTICUT

The Security Traders Association of Connecticut have elected
the following new officers:

Leslie B. Swan Donald B. Jacobs Don E. Hungerford Gordon H. N. Libby

President: Leslie B. Swan, Chas. W. Scranton & Co., New Haven.
First Vice-President: Donald Jacobs, Conning & Co., Hartford.
Second Vice-President: Donald E. Hungerford, Robert C. Buell

& Co., Hartford.
Secretary-Treasurer: Gordon H. N. Libby, Coburn & Middle-

brook, Inc., Hartford.
Governors are George A. Dockham, Hincks Bros. & Co., New

Haven; E. Holbrook Bradley, Edw. M. Bradley & Co., New Haven;
John Graham, Brainard-Judd & Co., Hartford, and Robert A. Bligh,
Fahnestock & Co., Torrington, the retiring President.

National Committeeman is Mr. Swan with Mr. Jacobs alternate.

*, ~ • (Continued on page 11) '.
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NSTA Notes
■ (Continued from page 10)

SECURITY TRADERS ASSOCIATION OF NEW YORK

The Security Traders Association of New York announces the
following candidates have been nominated for office for the year 1950:

President: John M. Mayer, Merrill Lynch, Pierce, Fenner & Beane.
First Vice-President: Leslie Barbier, G. A. Saxton &'Co., Inc., '
Second Vice-President: Harry L. Arnold, Paine, Webber, Jack¬

son & Curtis... •' .. ; ■■ i ■

Secretary: John J. Meyers, Jr., Gordon Graves & Co.
Treasurer: George V. Hunt, Starkweather & Co. ;i

John M. Mayer Leslie Barbier Harry L. Arnold

V

f.i. * -a

John J. Meyers, Jr. George V. Hunt

Directors (two-year term): Richard H. Goodman, Shields & Co.;
T. Frank MacKessy, Abbott, Proctor & Paine; John D. Ohlandt, Jr.,
J. Arthur Warner & Co. Inc.; D. Raymond Kenney, D. Raymond
Kenney & Co. " '

, .

5 Trustees of "Gratuity Fund (two years): Philip H. Ackert, Free¬
man & Co.; David R. Mitchell, Blair F. Claybaugh & Co.
** - National Committeemen: Stanley Roggenburg, Roggenburg &
Co.; Henry Oetjen, McGinnis, Bampton & Company; Gustave L. Levy,
Goldman, Sachs & Co. , :. ,

• National Committeemen Alternates: Charles M. Zingraf, Laurence
M. Marks & Co.; William H. Boland, Boland, Saffin & Co.; Irving P.
Grace, W. C. PitfieVI & Co. Inc.; Edwin J. Markham, Wertheim &
Co.; Harold B. Smith, Pershing & Co.

Nominating Committee (four members to be elected): Herman
D. Meyer, Stern & Co.; Bernard J. Conlon, P. F. Fox & Co.; William
T. Mellin, Walter Murphy, Jr., & Co.; Harry F. Reed, Carl M. Loeb,
Rhoades & Co.; John Gahan, Schoellkopf, Hutton & Pomeroy; Ber¬
nard Weissman, Siegel & Co.; Frank J. Orlando, Goodbody & Co.;
Samual Gronick, Gilbert J. Postley & Co.; Charles Bruggeman, Dean
Witter & Co.; Gustav J. Grindel, Francis I. duPont & Co.; Charles
H. Jann, Estabrook & Co. - 1; ; , ■.. *

Nominations 'other than those selected by, the* Nominating Corp-
mittee can be made by a petition presented to the Secretary endorsed
by 15% of the members eligible to vote for candidates. AH nomina¬
tions shall close 15 days prior to the annual election. The Secretary
shall submit to the membership, in writing, a list of all nominations
at least 10 days prior to the annual election. No further nominations
may be made at the annual meeting. '

'

Members of the Nominating Committee are: John J. O'Kane, Jr!,
John J. O'Kane, Jr. & Co., Chairman; D. Frederick Barton, Eastman,
Dillon & Co.; John S. French, A. C. Allyn & Co.; Thomas Greenberg,
C. E. Unterberg & Co.; Theodore Plumrid.ge, J. Arthur Warner &
Co., Inc. " r

F. W. Reichard With
B. J. Van Ingen&Go.
B. J. Van Ingen & Co. Inc.,-57

William Street, New York City,
announce that Fred W. Reichard
has become associated with the
firm in its New York office. Mr.
Reichard was previously! Man¬
ager of the municipal department
of E. H. Rollins & Sons, Inc., and
ill" the past conducted his own in-

; vestment firm in New York.

Henshaw, Setheimer
With Reynolds & Go.
PHILADELPHIA-, PA. — T h e

Philadelphia, office of Reynolds.
& Co., 1528 Walnut Street, mem¬
bers Qf the New York Stock Ex¬

change, announces that Perry N.-
Selheimer and William F. Hen-

• JC ■, 4 v J
M m

shaw, Jr. have become associated
with them.

Garl E. Dyas Joins f
Goodbody Co. Staff !

'

(Special to The .Financial Chronicle); ;,f
'

CLEVELAND, OHIO.—Carl E.
Dyas has become associated with
Goodbody & Co., National City
East Sixth Building - Mr. Dyas was
formerly with % Merrill . Lynch,
Pierce, Fenner & Beane and prior
thereto was with Francis I. du
Pont & Co. "and Hlrsch & Co". >

^ i G. Beale Bloomer j ';.T:
V WASHINGTON, D. C.—G. Beale
Bloomer is continuing the invest¬
ment- business formerly conducted
by Harriet Holther. In the past
Mr. Bloomer was associated with

Robinson, Rohrbaugh & Lukens.

Norman Dacey Adds
. . (Special to Thp Financial Chronicle)

BRIDGEPORT, CONN.—Harry
S. Irons is with Norman F, Dacey
and Associates, 955 Main Street.

Current Trends and the Business Cycle

Edwin B. George

_ By EDWIN B. GEORGE*

Economist, Dun & Bradstreet, Inc.

After reviewing and analyzing factors relating to business fluctuations and their remedies, Mr. George
concludes our economic system still exhibits strong tendency to bunch demand for both consumers' and

, producers' durable goods thus creating a cyclical pressure, reinforced by elasticity of credit system.
Contends, despite strengthening of defenses against severe downward businesss swings, major eco¬

nomic difficulties arising from business cycles are not yet resolved.
. Examination of cycle theories, and of the historical record of fluctuations, does dis¬

close a few attributes of our economic system that help explain why such movements, in¬
stead of being self-correcting, have been cumulative to some more or less distant turning
p o i n t, a n d <♦> — —— i ——. *

under consideration themselves
provide a flexibility of roughly
one-third (.333). The prewar fig¬
ure could have been nothing like
this— especially in view of the
fact that in these days personal
tax collections lagged by a year
or more whereas at present the./
occur concurrently -with changts
in income in large part.
""

(2) Unemployment Insurance—
As matters now stand, the effect"
of this device. is to contribute
positively to stabilization from
both sides, since contribution-/
rise and benefits fall with rising
employment and vice-versa. It
anything, the future will sea >'a
strengthening : of this factor—
ceiling weekly benefits are? likely
to be raised, the total paymen I
period lengthened, and coptribu
tions may undergo some increase

(3) The Federal Old-Age Pen¬
sion Plan—Under present rule
both employers and employees
contribute monthly the equivalen t
of 2% of payrolls, the payments
covering only employees cur -

rently at work. Disbursements, cn
the other hand, are related di¬
rectly to the number of workers
over 65 who are in retirement
(or to the number of "depend¬
ents" of those insured worker:
who have died before reaching
retirement age).- Such outlay :,

therefore, are largely independ -

ent of cyclical fluctuations,
whereas contributions move di*
•rictly with employment and earn •

ings. " i

At present this element in and
of itself is not a major component
of the system's built-in flexibil¬
ity. It simportance, however, will
v (Continued on page 30)

and

then cumu-

1 a t e d the
other way.
This becomes
a study in
mechanics,
not diagnosis.
And I am go¬

ing - to call
these char-

act e r i sties
"s t r uctural,
properties"—
even though
some are not

so much a

part' of the
system's >
framework as they are patterns
of behavior that have varied sig¬
nificantly in the past. The. last
ten years have seen, pronounced
changes in many of these proper¬
ties,-and apparently more are still
to come. It is these properties,
.and .the changes , in them, and
their significance for future busi¬
ness cycles, that I propose to dis¬
cuss..': . ■■ o :f v;' o '
,1 will have nothing to say—or

almost rothing—about the long-
run desirability of the policies
and practices to be discussed. "To
do otherwise would be not only
to exceed my assignmentfor-
tunately—but, tov take on an im¬
possible burden for liquidation in
the time we have available. So
for today's purposesTm going to
pretend in the main that I don't
care whether the underlying pol¬
icies, are in the long-run good or
bad. Even that escape is deceptive
because obviously much would
depend on the manner of their
administration.
The properties that I have*.in

mind can be grouped conveniently
under four broad headings: ' (i)
What economists call "Built-in-

Flexibility"; (2) Price Expecta¬
tions; (3)' Money, Other Liquid
Assets, and Monetary Policy; and
|4) Other Factors.

i Built-in Flexibility
*
By this phrase is meant those

properties of the economic system
that tend to counter (although not
completely offset) shifts in activ¬
ity from, desirable levels into
boom or recession. By and large,
such properties are now and will
remain much stronger than before
World War II. A brief summary
of the major ones will make this
clear. ' • »• -

^ :;;v...
(1) The tendency for Federal

excise, personal and corporate
income tax collections (and thus
total Federal tax receipts) to rise
or fall substantially and (except
for excises) more than propor¬

tionately with changes in business
activity. In the case of the per¬

sonal levy, this results both from
the fairly low exemption level
and high first-bracket rate (as
compared with prewar which is
what we are doing and must do
throughout) plus fairly steep pro¬
gression in the surtax rate sched¬
ule." Surtax progression is of
course not significant in the case
of the corporate tax since the vast
bulk of corporate-income is sub¬
ject*; to a (higher-than-prewar)
flat rate. On the other hand cor-*

porate profits are the most vola¬
tile share in national ineome, ris¬
ing very sharply when with a

jump in activity and declining-—.

perhaps becoming negative—
when demand slides off. So in
reality even this levy is very
flexible.

The degree to which these
forces will compensate any change
in activity will of course depend
upon the initial height of. that
activity (in monetary terms) and
the exact tax structure in effect.
It is clear, however, that under
conditions prevailing at any time
during the postwar years to date
and,.,'under any conditions that
wUl obtain in' the 'calculable fu¬

ture, it will be quite large.. Mu$-
grave and ' Miller, • for example,
have estimated that under 1946-47
tax rules and rate and levels of
taxable income, the total Federal
tax system's built-in flexibility
(treating transfer payments such
as unemployment insurance bene¬
fits as negative taxes or money
paid out by the Government to
individuals instead of collected
from them) would approximate
36%. This means that the auto¬
matic adjustment Inherent in such
a structure would offset 36% of
any total change in income re¬

sulting (from rising or falling for
investment, or consumption would
give rise to the absence of such
flexibility). Now this figure takes
into account other Federal levies
and is based upon the higher per¬
sonal income rates of 1947, thus
tending .to overstate somewhat
present-day potentialities.: Actu¬
ally, I suspect that such a ten¬
dency is offset by the use of what
I regard as a very low estimate
in the basic calculation for the

proportion of additional or lost

income that would be spent on

consumption goods. We may say,

in other words, that the factors

An address by Mr.. George be¬
fore the National Conference of
Commercial Receivables. Inc.,
New York City, Oct. 25, 1949.

sr

/ Because these securities are believed to be exempt from registration they have
not been registered With the Securities and Exchange Commission; but
such exemption, if available, does not indicate that the securities -' /
have been either approved or disapproved by the Commission or
that the Commission has considered the accuracy or com¬

pleteness of the statements in this communication.

~ NEW ISSUE—Offered as a Speculation

296,000 Shares

ANCHOR MINES, inc.
(AN IDAHO CORPORATION)

(OWNERS AND OPERATORS OF THE GOLDEN ANCHOR MINE)

r. Common Stock
(Par Value $0.25 per Share). . .

Price $1.00 per Share

Known Gross Production from Golden Anchor Mine: prior to 1920 at $35.00
" '

per -ounce for Gold $436,864.75; 1935 to 1942 inclusive $1,685,856.38.
Total known production at today's value of Gold $2,122,721.15.

Paid in Dividends 1935 to 1942 incl. $430,000.00

Borrowed Capital repaid 1936 $50,000.00
The net proceeds of the securities being offered on behalf of the Company
are to be used for additional equipment, Rehabilitation of mine and
milling machinery, mine underground, opening ore blocks, current

1 •' indebtedness, exploration and development, working capital. : *
'• f Underwriting Discounts or Commission $0.25 per share

Aggregate Underwriting Discounts or Commissions $74,000.00

The Underwriter or its nominees has been granted the right to purchase
from the Company 65,120 warrants at lc per warrant representing the
right to purchase 65,120 shares of its treasury common stock at a price of
2o per share, subject to certain conditions fully described in the prospectus.

i 1 # * • X
,i-r— Copies of the Prospectus may be obtained from the undersigned.

Underwriter / •

HUNTER & CO.
.. ..! ffembef of National Association of Securities Dealers, Inc.

r *50 Broadway, New York 4, N. Y.
Dated November 1, 1949
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Alfred L. Powell Forms

Own Investment Firm
- Alfred L. Powell announces the
formation of Alfred L. Powell

Alfred L. Powell

Company, with offices at 41 Broad
Street, New York City, to conduct
an investment business in general
market securities. Mr. Powell was

formerly a partner in Kenney &
Powell which has been dissolved.

Details of program and
prospectus upon request

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

^mutuain
FUND

of
v BOSTON ..

vsy
%

m

A BALANCED FUND

Prospectus on request
' from your investment dealer or jp

Louis ii.Whitehead Co.
44 WALL ST. • NEW YOKK S ~

1

Keystone
Custodian

Funds
Certificates of Participation in

INVESTMENT FUNDS

investing their capital

IN

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

PREFERRED STOCKS
(Series Kl -K2)

COMMON STOCKS
(Series S1-S2-S3-S4)

Pro*pectus may be obtained from

Tke Keystone Company
ol Boston

50 Congress Street
Boston 9, Massachusetts

U \ * 14—f. ..***'

~

By HENRY HUNT -

-Spare Time
Inasmuch as the following advertisement published by the Fidel¬

ity-Philadelphia Trust Company makes a point which is sometimes
overlooked by investors, we think that it may be of some interest to
our readers: - -

"Mr. Brownstone, being a successful man in his business, caune
to the singular conclusion that he could, therefore, be a successful
man in any business.

"To prove his point, he waved aside Mrs. Brownstone's suggestion
that he seek outside counsel and advice about his personal invest¬
ments, telling her that he was quite capable of managing such things
himself in his spare time. • - i

"But Mr. Brownstone's spare time—what with fixing the clocks,
installing the television set, and playing golf and bridge—was too
spare to ,do his investments justice. And before Mr. Brownstone
was willing to admit that things weren't precisely as they should
have been, he made the alarming discovery that he had been using
his spare time to lose a great deal of the money he had so skilfully
made at work!"

, 1 • *
"The Fidelity-Philadelphia Trust Company is, of course, offering

its investment supervisory service to Mr. Brownstone,' buttwhat he
might also consider is a mutual investment company. These funds,
as well as the investment supervisory services of banks, offer a con¬
venient way of handling a security account which relieves the in¬
vestor of the care, worry and concern involved in the selection and
supervision of a list of individual securities. - Also, the investor can
be assured that an organization of trained men devoting full-time
to the task will make fewer mistakes than the average investor \vho
tries to combine investment management with some other full-time
job."—From Vance, Sanders "Brevits."

"Fidelity" Showing Rapid Growth
The Fidelity Fund of Boston has shown rapid growth during the

past year and a half as the following figures indicate:
Total Net Number of

Assets at Shares

Market Value Outstanding
March 31, 1948 $16,362,693 694,062 !
Sept. 30, 1948_ 18,239,195 763,053
March 31, 1949 20,598,490 905,220

• Sept. 30, 1949 26,245,530 1,068,116

"Fidelity," largely a common stock fund today, also has an ex¬
cellent management record, the present per share asset vSlue being
above the 1946 year-end figure.

A Recession in '52? • ;

Calvin Bullock's latest issue of "Perspective" discusses the out¬
look for housing construction. I It concludes as follows: ; •

"In view of the fact that demand for housing may turn down in
about two years and that only about two years more are required
to restore the passenger car population to a normal age distribution
the economy could conceivably face another period of readjustment
in early 1952. The likelihood would be increased if we could be sure
of a decline in ECA expenditures as well. Once again a healthy
construction industry could provide basic strength. Indeed, the pos¬
sibility that business activity might undulate for some time around a
level of basic strength imparted by a healthy construction industry
throws doubt on the validity of the popular assumption that we must

American Business

Shares, Inc.
Prospectus upon request

THE LORP-ABBETT

INVESTMENT COMPANIES

Lord, Abbett & Co.
New York — Chicago •— Los Angeles

A Diversified Investment Company

Prospectus may be obtained from
your local investment dealer, or .•

THE PARKER CORPORATION
200 berkeley st., boston 16, mass.

be purged by a single sizable initial post-war recession before we
are entitled to the fruits of stable prosperity."" " ' "

Chemical Dividends Up
It Is interesting to note from the third quarter report of Chemical

Fund that during the first nine months of 1949, dividend payments
on its underlying securities were up 13% despite a moderate decline
in earnings. Net assets of the Fund approximated $25,000,003 on
Sept. 30.

, /
George Putnam Comments

"The atmosphere is.clearing. Most of us have felt for many
months that the British would not be able to maintain the former
value of the pound. Now that the cut has been made there is a strong
feeling of relief. Some of the uncertainty has gone, and we can lay
our plans from here on with more confidence.

"Another cloud that has been hanging over the business horizon
for several .years has been the unbridled power of some of our labor
leaders. It now looks as though this issue might be coming out into
the open.

"How will these changes affect our economy and our markets?
We feel that both of these developments are constructive from an
investment point of view.

,

"Most authorities agree that a more realistic relationship of cur¬
rencies is a necessary step in the direction of increased world trade,
which is very important from the standpoint of such great trading
nations as England. Devaluation should result in lower prices for
international commodities such as wheat, rubber, tin and many otheis.
Increased imports into this country and greater competition for our
exports in foreign markets are also to be expected. It will take time
to appraise properly the full effects of devaluation and there are
other important international factors that must be watched closelyin the months ahead, - '

"Traditionally the American people have always been opposed to
monopolies. They have insisted upon free and open competition,
and probably no other factor has been more responsible over the
years lor this country's truly amazing economic progress.

"Sooner or later the American people mus't also decide what to
do about the monopolistic power of the labor unions. This problem
is becoming more and more apparent and, personally, we have nodoubt what the eventual answer of the: people will be."

Reports Strike Impact on Business
Business Survey Committee of National Association of Purchasing
Agents sees general buying power of public in many areas being

reduced.

According to the composite opinion of purchasing agents wfwi
comprise the Business Survey Committee of the National Associa¬tion of Purchasing Agents, whose Chairman is Robert C Swanton
Director of Purchases, Winchester Repeating Arms Corporation,
'

_ D i V i sion of t — — ———

tions for several months before
production of the basic materials
can fill the postponed ordhr sched¬
ules.

t,,.... j. ■■.J•
In October, the production in¬

creases of the previous two
months were shaved down 14%.
Back-order positions declined to
about the July figures. Prices for
the most part remained steady.
Purchased inventories continued
to drop over-all, though 22% re¬

ported increases, the highest num¬
ber since June of 1948. Re-em¬

ployment has slowed down. Many
report shorter work time. Buying
policy is cautious and of short

range.. ;

;Commodity Prices

Price movements for the month
have not been important in either
direction, the drop in lead, zinc,
tin and antimony being the
notable exceptions. The down
trend of several months, which
appeared to be halted in Septem¬
ber, has resumed, but with little
force, as 75% report no change
in general price structures. Com¬
petition for fabricated parts is
keener. It is commented that the
future price trend depends much
on strike settlements. It is be¬
lieved that many lower adjust¬
ments-were in the making and
are held up because of labor
troubles. There is some evidence
of premium or gray market steel*

•

. (Continued on page 43)

Robert C. Swanton

Olin Indus¬

tries, Inc..
Ne w - Haven
Con necticut
the boomlet in
general busi¬
ness reported

. by purchasing
executives in

'

Augustand
September has

'

petered out

during Octo¬
ber. The full

impact of the
coal, steel and
aluminum
strikes has

not yet been felt by all industry.
The timing of this effect, as re¬
ported by survey committee mem¬

bers, summarizes as follows: 25%
are slowed down as the result of
strikes now; 34% more expect to
be retarded if the strikes continue
well into November; 21% more
will be affected one month later,
and 8% can hold production about
90 days. Only 12% see no imme¬
diate or future reaction from the

present strikes, except as they
will suffer with the whole econ¬

omy if increasing unemployment
is prolonged, thereby reducing
the general buying power of the
public in many areas.

1

Should the mines and mills go
back to work at once, the supply
line vacuum already created will
slow many manufacturing opera-

ATTENTION,
. v Bond

Investors/

Write to your local investment
dealer or to Hugh W. Long
and Company, Inc., 48 Wall
St., New York 5, for the offi¬
cial prospectus and other de¬
scriptive material about —

onanhatian S

&onJ (QiinJ, Snc,
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Mutual Funds and Theii Investment Advantages
By O. GLENN SAXON,, Professor of Economics,:Yale University- ;V . , ;

vV'; Y- Copyright, 1949, F. C., Inc. .. 'f '

Reviewing nature and growth of Mutual Funds*-Prof* Saxon points out their advantages as ideal vehicle
for "dollar averaging," and thus reducing risks of small individual investors. Says these advantages :
are made use of by fiduciaries and wealthy investors as well as by numerous savers with limited means. :

Holds mutual funds also have important economic and social significance and that Congress and state ;

W legislatures should remove obstacles which impede distribution of their shares among people. . ..

J , When a group of individuals combine all or part of their financial resources in a com¬
mon fund ana hire someone to invest and manage this fund for them on a fee basis, with
each participating individual retaining a pro rata ownership, interest in the 'lurid and a pro

Or. O. Glenn Saxon

rata snare in <$-

theincome
and profits
therefrom
(less expenses

ofmanage-
ment), that
would be the

beginning o f
a iYlUtUal 111-

vestment
F u n d. As
more people
put their
money into it
and ihe fund

grew to large
size, it would
be possible to
hire better management at a low¬
er; per unit cost, so that ulti¬
mately each of the scattered own¬
ers of the fund, regardless of the
size of their participation, would
obtain the^ investment manage¬
ment benefits and the wide diver¬
sification * that otherwise are

available at reasonable cost only
to very wealthy investors. This
is the fundamental concept of the
Mutual Fund.
There are now operating in this

country nearly 100 Mutual Funds
Of, "open-end" investment com¬

panies, having combined estimated
assests of over $1,755,000,000, and
an aggregate of over 840,000
shareholders. These companies
fall into several distinctively dif¬
ferent categories. ~ '

First, there are the so-called
Diversified Common Stock Funds.
These 1 * companies are designed
primarily to provide the investor
with a diversified and supervised
ownership interest in sound com¬

mon stocks (although most of
them may at times hold govern¬
ment bonds in amounts varying
with certain phases of the invest¬
ment market). Characteristically
the Common Stock Funds afford

relatively generous income return
as well as opportunity for long-
term appreciation of principal.
Second, there are the so-called

Balanced or Fully Managed Funds,
which invest, their capital in di¬
versified lists of government or

corporate bonds, preferred stocks
and common stocks, varying the
proportion of each in accordance
with their managements' ap¬
praisals of business, financial, and
economic conditions. These Bal¬
anced Funds lend themselves ap¬
propriately to utilization by in¬
vestors who wish to turn over

their investment accounts largely
or entirely to professional invest¬
ment managers. .

Third, there are the so-called

Speciality or Special Purpose
Funds which vary widely in their
character and objectives. One
such Fund may be invested en¬

tirely in the common stocks of

companies in a single industry,
i.e. the Steel industry or the Au¬
tomobile industry; others may be
invested entirely in classes of
bonds or preferred stocks ; of
varying degrees of speculative or

investment quality; still others
may be invested entirely in high
quality bonds. Obviously, . the
selection for purchase" and the
continued holding of many of
such special investment purpose
funds require judgment on the
part of the investor or his adviser
and continuous supervision to de¬
termine the desirability of their
continued retention under vary¬

ing economic conditions or

changes in the investor's objec¬
tives.

jAll these "onen-end" compa¬
nies '(Mutual Funds) have one

thing in common which dis¬
tinguishes them from other types
of investment companies. They
are authorized to issue additional
shares without limit, as new in¬
vestors may desire to participate
in their ownership,., and they
guarantee to their shareholders
the right to sell at any time ail
or any part of their shates back to
the company for cash at the pre¬

vailing net liquidating value on
demand. This unique feature in¬
sures ready marketability for tne
shares—an investor at any time
can buy or sell one share or ten
thousand shares at a firm price
based upon the prevailing asset
value. V''-

t V
In addition to the advantages of

wide diversification, or spreading
of risks among many ^different
securities, and constant profes¬
sional management, these mu¬
tual funds otfer the investor all
the advantages of a private cus¬

todianship account. All cash and
securities are held in trust in
some designated reputable bank
or trust company which keeps all
records, collects all income, and
disperses it on a pro rata basis,
with a single check at regular in¬
tervals to each shareholder, there¬
by largely eliminating burden¬
some accounting and income tax
detail.

' Judging Investment Results ■)
The investment results derived

from any two or more Mutual In-
vestment Companies will, of
course, always vary to some ex¬
tent. Depending upon the period
covered, the investment objective,
and the character of holdings, this
variance may be great or small.
The quality of the supervisory
work performed ,by individual
management groups is also a fac¬
tor affecting the variance of re¬
sults among companies with the
same policies and investment ob¬
jectives. From the investors'
standpoint, performance resul's
over some past period provide
some indications of past manage¬
ment ability, but it is perhaps of
equal impoitance for the investor
to know, (1) what the fund's

long-range investment objectives
now are, and (2) wnat the repu¬
tation of the management of the
company is from tne standpoint
of character, integrity, and abil¬
ity. Buying shares of a Mutual In¬
vestment company is a good deal
like buying insurance. The pur¬
chaser muse determine what type
of company and wnat investment
objective are best suited to his
particular requirements. And he
will want to be sure that he is

investing in a stioag company

guided by men who nave estab¬
lished a reputation for successful¬
ly managing the investments of
others. When he has made his
selection on this basis, he can en¬
joy the satisfaction of knowing
that he will certainly experience
better results (in whatever direc¬
tion his objectives aim) than if he
were to attempt to do the job
himself, handicapped as he is by
lack of time, iexperience and fa¬
cilities. .-v.:: "K:Y-vYr
In handling their investments,

insurance companies employ the
law of averages with large num¬
bers of different securities under

full-time management to the suc¬

cessful performance of their func¬
tions. So, too, do Mutual Invest¬
ment Companies with equally
successful results in their special¬
ized field. '

1; Also, just as many people di¬
vide their insurance among sev¬
eral different companies for
added safety and for varying pur¬

poses, so, too, do many people find
it advantageous to place their in¬
vestment savings in several dif¬
ferent Mutual Investment Com¬

panies. Added safety, stronger
assurance of satisfactory overall
results, spacing of income re¬

ceipts. go as to have dividends
coming",in every month or so

throughout the year are a few of
the advantages to be gained by
employing this practice.

Ideal Vehicle for "Dollar

Averting"

Mutual Investment Companies
lend themselves especially well
to the application of that well
known form of systematic invest-

EATON & HOWARD

BALANCED FUND

EATON & HOWARD

STOCK FUND

PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS MAY

BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO

EATON & HOWARD
INCORPORATED > ' '

1924 . . BOSTON . . 1949
TWENTY-FIVE YEARS OF INVESTMENT MANAGEMENT

24 Federal Street

BOSTON

333 Montgomery Street
SAN FRANCISCO

CROUP SECURITIES, INC.
(Incorporated 1933)

FULLY ADMINISTERED SHARES
(A Balanced Fund)

LOW PRICED SHARES • GENERAL BOND SHARES

Other classes representing types of securities -

or industries. For Prospectus and other infor¬
mation, write to your investment dealer or

DISTRIBUTORS GROUP, INCORPORATED

Boston

63 WALL STREET, NEW YORK 5, N. Y.

UNDERWRITERS and INVESTMENT MANAGERS

Chicago San Francisco

mentr of savings called "Dollar
Averaging", i.e. v5periodically in¬
vesting the same dollar amount
of [savings- at regular intervals..
The principle which makes, this
method of investing so success¬
ful is simple but highly effective.*
In a fluctuating market the same
number of dollars buys fewer
shares at high prices and; more
shares at low prices. Operation of
this simple arithmetical principle
results in y the average cost , per
share automatically being lower
than the average price at which
shares have sold during any given
period of time. For example, if
at successive periodic intervals
shares sell at $40, $30, $20, $20, $30
and $40, the average of all these
prices is $30. But, if the same
dollar amount is invested at each

price level, the average cost per
share is only $27.69. Beyond this
substantial automatic advantage
in cost as compared to average

price, it may be noted that, while
the prices at the beginning and at
the end of the period were the
same ($40 in each case), the
average cost per share resulting
from regular periodic purchases
in equal dollar amounts through¬
out the complete cycle of price
fluctuation was only $27.69. Thus,
without any net gain occurring
in the price of the shares from
the beginning to the end of the
period, application of the prin¬
ciple of Dollar Averaging pro¬

duces a profit of $12.31 per share
or a 44% increase in the value of

the invested principal .

Apart from automatically in¬
suring a lower cost price than the

average price at which shares
have sold, as well as providing,
with a minimum of risk, an op¬

portunity for worthwhile- in¬

creases in the value of invested -

principal, this plan has the great 'f
virtue for the conservative in¬
vestor of turning stock price flue- '•
tuations to the investor's sub¬
stantial -advantage rather than
having such fluctuations con-"
stitute what otherwise would be
a substantial risk. * In short, the
difficult problem of timing pur¬
chases with a view to gaining an •

advantage from price fluctuations :
is , automatically ■ solved to a

major extent and the risk of sus-,;
taining a severe loss due to .

faulty timing of purchases is very

largely dissipated, when the prin¬
ciple of Dollar Averaging is fol¬
lowed consistently and applied to
the purchase of a sound, de-.
pendable investment medium such -

as the better mutual investment

companies have proved them¬
selves to be.

Meeting the Needs cf Fiduciaries
And Large Investors ,.-.3/

With personal savings in the
United States now estimated at
more than $10 billion per year
and with the larger share thereof
going to income-earners of $10,-
000 or less, these mutual com¬

panies held a special appeal to
the smaller and the average in¬
vestor. In fact, they are primarily-
designed to meet the peculiait
needs of such investors, but their
performance record has been so

excellent that they are now used -

extensively by large-scale

wealthy investors as 1 well as

trustees of both large and smali
estates under wills and deeds, by
fiduciaries of school or college
endowment funds and religious!
or charitable organizations, and|
more recently, by; the rapidly;

> (Continued on page 41)
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Bankand Insurance Stocks
By H. E. JOHNSON

This Week—Insurance Stocks
*•1 Although fire insurance stocks, as a group, have advanced
approximately 30% in a little over a year and are now at oi above
trie highest level reached in over 12 years, relative to prospective
earnings and liquidating values they continue to oe attractive invest¬
ments
. , Even though 1948 ranked as one of the most profitable periods
in the fire insurance industry, results for the current year will almost
surely surpass those of a year ago by a considerable margin. a

► The improvement in operating earnings will result primarily
from better underwriting results. For the first six months of the
current period a decline in the loss ratio and a lower rate of gain
in premium volume enabled companies to show a substantial expan¬
sion in statutory underwriting profits as compared with moderate
losses a year ago. ■ .

The fundamental factors in the underwriting end ot the business
continue to be favorable and for the full year the underwriting
profit margin for a representative group of companies may exceed
16% as compared with approximately 10% for 1948.
, Concerning investment income, further gains are indicated.
With a larger .volume of funds available and an increased amount
of resources invested in equities or other high yielding securities,
this division of the business should also reach record levels. While
results for individual companies may vary considerably depending
upon the particular circumstances and investment policy an overall
gain of between 8%-10% would seem to tie indicated.

Taxes, of course, will show a large .expansion. The increase
should bear a direct relationship to the gain in statutory under¬
writing results. Nevertheless, tptal operating earnings are likely to
show increases on the average of around 25% and vary between
10% and 40% depending upon the individual company. > f

If such estimates are reasonably correct, it would mean that
insurance shares at the present time are selling on the basis of
four, five, six and seven times estimated earnings of the current
year. ■'■•!.••.' t < - • • • '• • ' "
j After allowing for the payment of dividends, there will still
be a large percentage of earnings retained to build up the share¬
holder's equity. Another factor which will add to the equity of
stockholders is the recent rise in the stock market.

Most fire insurance companies have considerable holdings of
common stocks, primarily investment type, high quality issues. In
some cases the percentage of common stocks amounts to over 40%
of the total portfolio. Fluctuations in the prices of equities are
reflected in the stockholders' share in the surplus of the company.

. After several months of advancing prices and with the stock
market now selling in an area close to the highest levels reached
in the past three years, the liquidating value behind the respective
insurance company portfolios have been benefiting correspondingly.
./ At the end of 1948 the Dow-Jones Average of industrials was

177.30. As of Nov. 1, this average had advanced to 191.23. While
the effects of this advance will Jbe moderated depending upon the
makeup of a particular company's portfolio, in all cases where any
sizable amount of common stocks are held, the liquidating value
of the stockholders' equity Should increase.
) The combined results of a large amount of retained earnings

and an improved stock market will be an increase in the liquidat¬
ing values of particular companies by as much as 10% to 15%. In
spite of the advance in quotation of insurance shares they are still
priced below these increased liquidating values by as much as 25%.

i Thus on both the basis.of operating earnings and relationship
to liquidating values, most insurance shares are still fairly priced.
It is only from the yield standpoint that the stocks seem to be held
down. In a number of cases the return on high quality issues is
around 2% or 3%. Even here, however, when indications or an¬

nouncements of higher payments are made the share , shows consid¬
erable improvement in price. "

Over the next few years there is a good basis for expecting a
liberalization of dividend payments. It is likely to be> a gradual
process with additional companies paying stock dividends as well
as larger cash distributions. This should, along , with the statistical
position of the various companies, provide a strong floor under share
prices. It should supply the necessary factor required for stocks
to prove closer to historical relationships between earnings divi¬
dends and liquidating values.

Sales Mgr. For
Johnson in Phila.
PHILADELPHIA, PA.—R. H.

Johnson & Co., 1421 Chestnut

Street, announce that Edmund

Kearsley Hartley has been ap¬

pointed Sales Manager of the

Philadelphia office and that Do^-

nald Moss is associated with the
firm in its.statistical department.

\ i , • L ■

BANK
and

INSURANCE

STOCKS

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.)

Clark, Landstreel &
Kirkpafrick Formed
NASHVILLE, TENN. — Clark,

Landstreet & Kirkpatrick, Inc. has
been formed with offices at 111
Union Street to engage in the se¬
curities business. Principals of
the firm- are Harold W. Clark,
B. W. Landstreet, III, and Edward
L. Kirkpatrick, Jr. Mr; Clark and
Mr. Kirkpatrick jvere formerly
with J. C. Bradford & Co."*Mr.
Landstreet was with the Hermit¬

age Securities Company, Inc.
"

fir -■

Ray. Stephens With
E. F. Hntton & Co.

(Special to The Financial Chronicle)

BEVERLY HILLS, CALIF.—
Raymond E. Stephens has again
become associated with E. F. Hut-

ton & Co., 463 North Rodeo Drive.
Mr. Stephens recently withdrew
from partnership in Daniel Reeves
& Co. - - -

How Business and Government Can Get Together
: By COURTNEY C. BROWN*

Assistant Head of Coordination and Economics Department

vv'^:V•r-1.' Standard Oil Co. (New Jersey) 'v?.'',;-
( Business economist maintains best way to minimize recession is by expanding total market within :
and across national boundaries, keeping special interests behind those of the whole community. Warns
of harm to productive system if some groups get rewards out of proportion to what they contribute. ~

The idea of government-business cooperation to maintain prosperity has been much
discussed over a period of years, it has been incorporated in Federal legislation since the
Employment Act of 1946. But I submit, the substance of the idea has not yet been devel-

C. C. Brown

opect with the
precision
necessary - to
determine its

real possibili¬
ties. We are

in an almost

new analytical
field on this
one. >. A . real
c o n t ribution
will be made

by this meet-
i n g if we
should succeed

in pushing our
thinking
forward even

a little bit. ; / Y.
Prosperity is something that

everybody can endorse. We all
like it. We all want to do. those

things which are most likely to
assure its maintenance. But be¬

fore coming to grips with the
methods that may be available to
government and to business to
maintain prosperity, it is perhaps
appropriate to mention some of
the things that make the simple
job of getting together difficult.;

- When we speak of business,- we
are in fact speaking of a lot of
individual and competitive inter¬
ests, which is just v/hat it should
be. There can be no ;s'hgle
spokesman for business, although
there has developed, in recent
years, through trade associations
and business research groups, a

greater channelling of business
opinion and judgment. But busi¬
ness opinion on desirable courses
of action can be most useful to

government thinking, if it is ac¬

companied by an accurate report¬
ing of what has happened and
what is planned for the future in
the business world. The same is

true, of course, when government
is reporting its opinions and plans
to business.

There has been great improve¬
ment in the adequacy and ac¬

curacy of business statistics and
government statistics during the
past several decades. But it is
still difficult to see how any group
in business can be equipped to
report accurately future business
plans to the government.* Even
the surveys on future capital out¬
lays made by such organizations
as > McGraw-Hill, or by the Se-.
curities Exchange Commission,, are
only indications, and subject to
changes in the plans that may

have already occurred by the time
the final results are published.
These are 'difficulties that are

inherent and arise from the or¬

ganization of business."f Other
types of difficulties may be mqre
amenable to improvement. Many
of the contacts between govern¬
ment and business today are con¬

ducted on a plane that lacks the
mutual confidence and respect
that is essential if understanding
and effective action are to result.
The situation in this respect, J
believe, is also improving/ but at
a i pace that is discouragingly
slow. If we could all accept the
premise that government officials
and business executives are re¬

cruited from a cross section of the

populace, and that neither group

is; more moral, ethical, honest,
diligent or selfish than the other,
I think we could make more

progress.

So much for the inherent diffi¬
culties that stand in the way of

j*Address of Dr. Brown at
Forum of Associates of New
School for Social Research, New
York City, Oct.-21, 1949.- v.

ousiness and government getting
together. TJnlortunateiy, we also
run into some complications when
we turn to the methods that may
be available for business and gov¬
ernment to maintain prosperity.

_

I do not believe that anyone is
so sanguine as to feel that it is
possible to eliminate all business
fluctuation. : . The level of total
business activity is after all the
aggregate activity of many differ¬
ent types of economic effort and
enterprise. Some are expanding
and some are contracting. - The
idea that the;1 aggregate tart be
maintained at an approximately
constant volume strains credulity.
But that does not deny the possi¬
bility, or the desirability, of
eliminating the extremes of fluc¬
tuations in the aggregate of activ¬
ity, and it is to that purpose that
I believe most of us address our¬

selves when we talk about main¬

taining prosperity. .V-!////;, f:.:w-
/ One of the devices to maintain

prosperity that is frequently re¬
verted is the stabilization of total
investment outlays, both public
and private.
./ Private or business investment
is;; influenced by;- a number ,of
things. The^ total that can be
-made cannot exceed the amount
of depreciation, plus retained
profits, plus net change in debt,
plus commitment of equity cap¬

ital, usually new capital funds
obtained in the organized security
markets.-! The total business in-
ment that will be made will de¬
pend primarily on management's
judgment of the stockholder's best
interest, and in this profitability
is usually of prime importance.
That is a matter that is compelled
by common sense as well as by
law. A business that is unprofit¬
able for a period of time will find
that it is no longer a business.
But there is a latitude in the

interpretation of the stockholder's
best interest. Most of our text
books tell us that the degree of
profitableness—it may be phrased
as the marginal efficiency of cap¬
ital—is the overriding considera¬
tion. There is a suggestion of
immediacy in the profitability.
But immediate profitability may
or may not be the prime consider¬
ation when the stockholder's long-
run interest is recognized. V^/W;
Business butl^Sf for hospitals,

schools and other civic facilities,
for example, are designed to as¬
sure a high level of well-being
and morale on the part of those
associated with the enterprise.
The investment may look like a
desirable one in such cases for the
long-run interest of the stock¬
holder, even though it may have
no discernible payout associated
with it. Or again, during periods
of short supply, there have been
times when American enterprise
has deliberately limited new cap¬
ital

_ outlays to ; those projects^
which would increase available
supplies, and because of a short¬
age of capital, has denied invest-)
ment in those projects where!
large payouts could result, but
without accompanying increases
in supply.

Influence of Profit Motive

It is doubtful, however, whether
instances such as these account
for a very large proportion of
total business investment.' Al¬

though quantitative data are lack¬
ing, I should expect that the great
bulk of private investment deci¬
sions are primarily influenced by
the business outlook—by the

prospect of profit. This is true
in varying degree whether these
decisions involve ^reinvestment of
depreciation allowances, net addi¬
tions to existing plant and equip¬
ment, or new investment in new

products and processes. There¬
fore, despite the non-pecuniary
considerations that more or less

frequently impinge upon invest¬
ment decisions, the outlook is not
very encouraging for an adjust¬
ment of total business investment
to the requirements - of contra-
cyclical policy, except within very
narrow limits indeed. ;/: V

1 There likewise appears to be a

somewhat limited opp'ortUnity for
municipal investment outlays to
be' adjusted* to /cyclical require¬
ment. ■*' That leaves the /Federal
Government* the only fefaairi-'
ihg important contributor to a
contra-cyclical capital investment
policy. But there we run into the
impact of expanding Federal out¬
lays on the budget, and the rever¬
berations that deficit financing
may have on - business expecta¬
tions, sentiment, and in turn, upon
business investment. *

/„•' The same reverberations are

encountered when ' we shift the

analysis to compensatory fiscal
policy of the Federal Govern¬
ment, whether it be induced by
expandihg capital outlays, or sim¬
ply by a stable level of expendi¬
tures for all purposes against a

contracting take by the tax col¬
lector. All the literature that I
have examined, which has elabo¬
rated the Keynesian plausibilities
of fiscal policy as an effective
contra-cyclical device, has sup¬

plied me as of today, with more
logic than conviction.
/ In the first place there is the
matter of inherent difficulties of

timing—of forecasting with suffi¬
cient accuracy to know -when to
take preventive fiscal measures.
The sheer difficulty of translating
policy into action, once policy has
been determined, also involves an

unpredictable timing factor.More¬
over, organized pressure groups
are sufficiently strong to exert a
continuous expansionary influ¬
ence on fiscal policy, regardless
of the stage of the cycle, and pol¬
icy is not likely to conform to the
theoretical requirements of the
situation. Witness the'" current
deficit at a time of high level
activity. . - •. 1

Result Unpredictable
But perhaps the most serious

limitation is that the result of any

given fiscal policy designed to
prevent business i contraction is
unpredictable, and I fear,will re¬
main unpredictable . in the dis¬
cernible future, because of the
impact of the resulting deficit on
prospective future taxes, and the
effect of this in turn on business
sentiment. This can only suggest
that the opportunities of effective
contra-cyclical measures by sta¬
bilizing total investment, or un¬

dertaking a compensatory fiscal
policy in any manner are, at this
stage of our thinking, of only
limited promise. '

There is another area in which
students have worked with a view
to finding ways of eliminating
extreme cyclical fluctuations. It
is held that by revising the pat¬
tern of distribution of the fruits
of economic activity, we can avoid
the periodic deficiencies of de¬
mand, or if you want to stand on
the other side of the shield, the
periodic surpluses of production,
that appear to provide the initial

(Continued on page 36)
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Business and Government

Together Can Achieve Prosperity
by jacob k. javits* / ¥ ; _

Republican-Liberal Member of Congress, New York

Mr. Javits declares we need new technique to increase national in¬
come to $300 billion, to support our annual budgets of $40-45 bil¬
lion. Proposes a "Federal Economic Commission" to formulate eco-

r, nomic goals by consultation and agreement, but without compulsion.
. The only way in which our prosperity can be maintained in the
^United States is for business and government to get together to do it;
more than that, our very freedom is in jeopardy unless this is done.
For should we have another cataclysmic depression of the magnitude

"

of the early<*>
thirties, it
could well be

the end of our

c o nstitutional

guarantees of
liberty. The
basis.' of the
C o m m u n 1st
system is that
g o v e rnment
controls all
the jo b s;

hence, the
temptation to
perpetuate it¬
self and to be |
a tyranny i is
i r r e s i stible.

Under our constitutional system,
the citizen is an independent fac¬
tor in the country's economy and;
therefore he can be an indepen-j
dent voter. The 5,000,000 govern¬
ment employees—city, state and
Federal—are still less than 10% of
our working population and
therefore do not compromise our

system.
j Business and government are
not getting together to maintain

Hon. Jacob K. Javits

*A talk by Congressman Javits
before Dinner-forum of the As¬
sociate Members of the New

School, Oct. 21, 1949. ' ; :;i

prosperity because business is not
yet a disciplined commonwealth
of its own, with workers, manage¬
ment, consumers and farmers
having a voice in establishing its
social responsibility.

. .y The Five Main Problems „ .

*

There arefive main problems
to be solved to enable business
and government to get together
to maintain prosperity: :;.;VY-'jy
First: The coordination of busi¬

ness' pension and similar4 plans
with governmental social 'secur¬
ity. ;:i . :

Second: The ef f e e t.i v.^safe¬
guarding of the essential right of
the community to operate despite
labor conflict. We have examples
right. now in the, steel, coal and
aluminum strikes. , ' .

Third: The settlement of the

respective areas of •operation for
government and business so that
government may act in areas
where business would not operate
and establish a basis for increas¬

ing and improving business. Out¬
standing examples are the valley
authorities like TVA and MVA
and the operation of the Point 4
program in overseas underdevel-
'

: (Continued on page 46)

Business and Government Must

Compromise
By BENJAMIN GRAHAM*

President, Graham-Newman Corporation

Mr. Graham asserts Business and Government can get together to
maintain prosperity if both factors will change their now dominant
attitudes. Says business must realistically adjust itself to increasing
Governmental welfare activities, and should confine its opposition to
extravagance and inefficiency therein. Asks Government to stop
hampering business in directions of taxation, regulation, and

v competition. ,

Business and. Government can get together to maintain prosperity
if both factors will change their now dominant attitude along the
following lines: (a) Business should accept the fact that under 20th
century conditions the welfare activities of government are bound to

expand more b

Benjamin Graham

or less stead¬

ily; (b) Gov-
e r n m e n t

should accept
the fact that

we cannot

have full em¬

ployment and
freedom

of enterprise
unless busi¬

ness is fos¬

tered and en¬

couraged, in¬
stead of being
p e r s e c u.ted
and annoyed
to death.

ii

Human welfare is the concern

of every kind of present-day
government, our own as much as

England's or Russia's. Business
should recognize that the scope

of welfare activities must neces¬

sarily increase as our potential
living standard advances — the
more so since full employment is

^Statement by Mr. Graham at a
dinner-forum of the Associate

Members of the New School, New
York City, Oct. 21, 1949...

now recognized as a welfare ob¬
jective. Welfare activity will not
and should not diminish because
cur national product and tax re¬

ceipts decline in a depression.
Business should adjust itself to
the fact that any substantial
cyclical downturn in employment
will bring an increase in welfare
expenditures. .* * \ * 7 * ■ y ■ v-' 1 •"<

III

Opposition to Welfare State Is
Bad Politics

I believe the campaign of busi¬
ness" against what it , calls the
"Welfare State" is bad politics,
for it implies opposition to wel-
fare as such. WThat_ business
should oppose, as strenously as it
can, is extravagance and ineffi¬
ciency in the conduct of welfare
activities. (Extravagance includes
grandiose plans beyond the ca¬
pacity of our national resources.)
The essential point here is that
if borrowing is necessary, care in
spending becomes still more nec¬
essary. A debtor government like a

borrowing individual or corpora¬
tion—has a special duty ,to see

that it gets full value for every

, (Continued on page 46)

Government-Business Relations-
Lessons From the Past

.,/ ■ ' By RUFUS S. TUCKER*
Economist, General Motors Corp.

Stating consultation of past experience is necessary for understanding present problems, Dr. Tucker
asserts government controls have frequently operated in direction opposite from that intended, that
whether successful or not have been extended in scope, and the period freest from them was the period
of greatest prosperity growth. As constructive suggestions, he advocates: (1) government's budget-
balancing and restoration of sound currency; (2) its withdrawal from money-lending business; (3) ;

honest publication of its accounts; (4) equal enforcement of laws against capital and labor; and (5)1 -

, clearing-up of "mess" in old-age insurance.

i Since I am firmly convinced that in order to understand the problems of the present
it is necessary to consult the experience of the past, may I ask your indulgence while I
attempt in my first 10 minutes to summarize the history of the relations between govern¬

ment and busi-^—- ; : : — -

ness during power, the emperors controlled, barbarians from the East moved

Rufus S. Tucker

the last 2,000
years? I would
hot suggest
th a t . history
in a capsule
is an adequate
substitute for
a "full meal,
but it may be
of value as an

appetizer, pre-
paring the
stomach, or
the mind, for
the t o u g h e r
food that is

*

.to follow.

; 'As you all know, the Roman Re¬
public, * having;: conquered;: the
greater part of the known world,
was torn apart by a conflict be¬
tween rich and poor, each the
prey of ambitious leaders, and was
finally united by Augustus in
what is known to modern his¬
torians as the Roman Empire. But
the Romans themselves' thought
that they were still living in a
republic. The emperors preserved
republican forms. Elections were
held; laws had to be passed by
the Senate; the emperor was in
theory chosen by the Senate—the
word "chosen" being a polite
euphemism like the word "elec¬
tion" in Russia now. As emperor

he wasmerely commander-in-chief,
of the army, but he was also usu¬

ally the elected holder of some
civilian office, it made no differ¬
ence which one. For 300 years he
was never called King outside of
Egypt and never wore royal robes,
but he was the boss nevertheless.

Partly because of their belief in
the value of uniformity and cen¬

tralized direction by experts, and

partly to strengthen their own

.1 *An address by Dr. Tucker at a
dinner-forum of the Associate
Members of the New School, New
York City, Oct. 21, 1949.

much of trade and industry. To
maintain their popularity with the
city mob which might otherwise
back the Senate against them,
they instituted great systems of
public works and social benefits,
which had to be paid for by tax¬
ing private : industry. Therural
population, who formed the bulk
of the army, also had to be pla¬
cated by attacks on big business.
It was not necessary for new laws
to be passed "telling them what
to plant and when to reap" (to use
Jefferson's words in describing
what he feared would happen in
this country of ours), In Roman
times and throughout the Middle
Ages the choice of crops was reg¬
ulated by custom which no one
dared to violate. If ; " f

V Results of Roman Planned /

:ff.f;'"fy v Economy f ,-,f -Jt ■ '■ ff
What was the result of this im¬

perial "planned economy," this
system by which the political boss
kept himself in power by gratify¬
ing the farmers and the city mobs
at the expense of business? The
population of Italy and Greece
declined rapidly. After a genera¬
tion the quality and quantity of
Latin* literature deteriorated

markedly, according to all the ex¬

perts in literary criticism. The
quality of sculpture and handi¬
crafts suffered in like manner.

The character of the common

people was weakened; perhaps the
hest evidence of this was in the

change in military tactics which
had to be based on defensive
armor and mass formations in¬
stead of .the flexible formations
by which Scipio and Caesar had
conquered "all foes. The differ¬
ences between rich and poor be¬
came greater and the middle class
disappeared or became "reliefers"
in the cities or serfs in the coun¬

try. The civil service and the
army came to consist largely of
Germans and Orientals. Then the

in.

After a few centuries known as,

the Dark Ages, the medieval sys¬
tem of feudalism was set up in
Western Europe. This system also;
was not well suited for business,,
prosperity, but for two very un¬
like reasons. In the first place the
central governments were not;
strong enough to maintain orderv
or to enforce contracts, nor wise
enough to maintain a sound cur¬
rency or even uniform standards
pf weight and measuxe; and the
axes they collected, though not
ligh by modern standards, were;
requently injurious to business,
n the second place agriculture
was controlled by custom, and
business was controlled both by
custom and by local and church
laws. Interest, for example, was
not merely kept to a low rate—it
was forbidden altogether. Prices
and wages were fixed. Many use¬

ful forms of business were de¬
spised; only soldiers and idle
landowners were respected, and
profits were considered immoral,
This period was in modern termi¬
nology a long depression, occa¬
sionally intensified by plague and
famines. /

. I . , * • »

After the Reformation and the
Renaissance many national gov¬
ernments became strong enough
to introduce economic planning
along modern lines— tariffs, sub¬
sidies, punitive taxes, tax-exemp¬
tions, licensed monopolies, govern¬
ment enterprises, public works,
price-fixing, wage-fixing, bilat¬
eral trade, university-trained bur
feaucrats and all the rest—except
that I have not come across a

Single instance of either govern^
ment encouragement to monop¬
olies of labor, or government-fi¬
nanced destruction of domestib
props in order to keep up the price
of food.

This system was called Mercan¬
tilism, because it was supposed to

(Continued on page 38) •

Newport News Shipbuilding and Dry Dock Company
Quarterly Statement of Billings, Estimated Unbilled
Balance of Major Contracts and Number of Employees

Billings during the periods

Shipbuilding contracts . • • .

■r. Ship conversions and repairs . .

Hydraulic turbines and accessories .
'

Other work and operations . . .

. - , . * Totals » •

Three Fiscal Months Ended

Sept. 26, 1949 Sept. 27, 1948

$12,976,608
3,406,572
1,826,131

M 839,397

$ 3,332,821
9,713,777
1,639,525
2,064,021

Nine Fiscal Months Ended

Sept. 26, 1949 Sept. 27, 1948

..." . J

$35,142,843 $11,172,535
13,261,764 38,253,831
4,000,216 3,932,979
3,694,302 5,391,236

$19,048,708 $16,750,144.. $56,099,125 $58,750,581

Estimated balance of major contracts unbilled at the close of
*

the period . . . . , .

Number of employees at the close of the period . . . , .

At Sept. 26, 1949

$102,361,374

8,543

At Sept. 27, 1948

$212,746,668

11,737

The Company reports income from long-term shipbuilding contracts on the percentage-of-completion basis; such income
for any period will therefore vary from the billings on the contracts. Billings and unbilled balances on Government contract?
are subject to any adjustments which might result from statutory repricing and profit limitations.-

• ' '
, / By Order of the Board of Directors

October 26, 1949/ ■ R- '• FLETCHER, Vice President and Comptroller
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Canadian Securities
By WILLIAM J. McKAY i

It is gratifying to note that the Canadian Chamber of Commerce
in a recent statement advocated the removal of foreign trade restric¬
tions and the abolition of exchange controls. The Chamber further
went on record to the effect that in its opinion, Canada as a rela¬
tively strong economic unit, might's*— : —
well show leadership in this re-, strictions would help to compen-

spect. I sate for unorthodoxy in that re-
This suggestion is by no means spect. Furthermore it is now

original and a close study of the j evident that the existence of
situation leads inevitably to the rigid exchange controls over a

conclusion that Canadian interests long period has completely di-
would best be served by cour- j vorced from reality of parities of
ageous action in this direction. As most of the world's currencies,
frequently mentioned Canada's As an alternative method to ar-
vital stake in the world's export bitrary fixing of parities is clearly
markets is jeopardized by any

measures that constrain multilat¬
eral trade, currency convertibil-

essential, the Canadian dollar, as

aptly pointed out by the Canadian
Chamber of Commerce, could weli

ity, and the free international serve as the experimental medium.
flow of capital funds. The exist¬
ence therefore of Canadian for¬

eign trade restrictions and foreign
exchange contiois serve only to

Canadian initiative in this di¬

rection would also be of inestim¬
able benefit to domestic finances.
Even an initial decline of the

defeat what should be considered single exchange level to 15% or

as primary objectives of Canadian i 20% would not constitute an eco-
economic policy. nomic disaster. In this event the
These aims are also those of the defict on U. • S.-Canadian corn-

International Monetary Fund, but
membership obligations to this
body would appear to preclude
anything in the nature of a de¬
cision on the part of a member
country to permit its currency to
reach a level attained by the
process of the free play of supply
and demand. On the other hand

the record clearly demonstrates
the futility of attempting to arrive
at effective exchange parities by
the arbitrary methods that now

meet with official approval. Un¬
der present conditions complete

mericial account would be all the
more rapidly offset by a stimu¬
lated influx of U. S. capital funds.
As matters now stand current

U. S. investment in Canadian oil

securities, gold, titanium, iron and
other natural resources in the Do¬

minion merely serves to strength¬
en the Canadian free dollar. This
movement of funds operates only
to reduce the volume either of

outstanding Canadian indebted¬
ness to this country or the trans¬
fer of a Canadian investment
aom one U. S. account to another.

exchange freedom is clearly out of On the rate occasions when the
the question. On the other hand jfficial and free dollars are at the
some departure from the current same level, the feeding of official
artificial approach to currency dollars into the free market tends
stability is strongly indicated. | to create an illusory appearance
As was truly stated during the 0f strength of the official ex-

course of the debates that pre¬
ceded the resolutions evolved by
the Canadian Chamber of Com¬

merce, Canada had an unexcelled
opportunity following the recent
spate of currency devaluations "to
give the world a splendid and
needed example of faith and con¬

fidence." This could indeed have
been achieved by the abandon¬
ment of exchange controls, the re¬
moval of import restrictions and
the establishment of a single rate
of exchange the level of which to
be determined by the free flow of
trade and capital transactions.
Although the last mentioned

step would perhaps not be strictly
in accordance with International

Monetary Fund procedure, the
elimination of multiple exchange
rates and international trade re-

CANADIAN BONDS

GOVERNMENT

PROVINCIAL

MUNICIPAL

CORPORATION

CANADIAN STOCKS

A. E. AMES & CO
INCORPORATED

TWO WALL STREET

NEW YORK 5, N. Y.

WORTH 4-2400 NY 1-1045

change reserves which normally
reflect only the movement of
tunds on commercial account. The

establishment of a single free
rate of exchange, however, would
ensure that the influx of U. S.
investment funds would at all
times serve to increase the offi¬
cial reserves. The lifting of ex¬

change controls would also create
still greater confidence in the Ca¬
nadian dollar and thus give fur¬
ther stimulus to investment north
of the border.

During the week the external
section of the bond market was

tirm but inactive. The internals
were a shade firmer in sympathy
with the strength of the Canadian
government bond market. The
corporate-arbitrage rate was

slightly weaker and free funds
were also lower as a result of of¬

fering in connection with the No¬
vember 1 bond redemption. Stocks
were again higher with paper,

base-metal, and Western oil issues
in particular demand. There was
a continued U. S. interest notably
in Imperial Oil Royalites and In-
terprovincial Pipelines.

■IMil

Go. Formed

In Toronto
TORONTO, ONT., CANADA. —

Harry Brown and C. A. Baldwin
announce the formation of Brown
& Co., 100 Adelaide 'Street, West,
members of the Toronto Stock Ex¬

change, to carry on a general stock
brokerage business. Mr. Baldwin
was formerly a partner o.f G. C.
Williams & Co. and Vice-President
of Williams Share Corporation Ltd.
Mr. Brown was also with G. C.
Williams & Co. in the unlisted de¬
partment.

By JOHN LEE COULTER*

Consulting Economist, Washington, D. C.

Dr. Coulter reviews trends in U. S. foreign trade and analyzes problem of export surplus in last two
decades. Says time has arrived for public appraisal of Government's policies of levying taxes and
appropriating funds to support and promote exports, and, at the same time, increasing prices to consumer.

When books are balanced at the close of a given period of time there must necessarily
be an exact equation between the two sides of tne ledger even though either one or both
sides contain "miscellaneous" or "unknown plus or minus items." This is as true in the

Dr. John Lee Coulter

Tifft Bros. Adds
(Special to The Financial Chronicle)

SPRINGFIELD, MASS.—Joseph
J. Barry, Jr. has been added to the
staff of Tifft Brothers, 1387 Main
Street, members of the New York
and Boston Stock Exchanges.

case of inter¬
national ex¬

change as in
the case of
the annual
fiscal state-
ID e n t of a

g o v e r nment
or financial
statement of
a corporation
or individual.
Sine e the

turn of the

century there
has been a

series of pe¬
riods of ex¬

treme shifts
in both the size and character of
the two siaes of the international
exchange ledger < as between the
United States and various indi¬

vidual foreign countries* as well
as between the United States ana

all foreign countries combined. ,

Sometimes it appears that too
much emphasis has been placed
upon what is commonly referred
to as a favorable or unfavorable
trade balance, referring only to
the difference between the dollar
value.of credits and debits cre¬

ated from the exportation and
importation of commodities. So-
called invisible items created by
foreign travel, transportation
charges, international insurance,
commissions, gifts, immigrant re¬
mittances, earnings on foreign
investments, movements of mone¬
tary metals and changes in inter¬
national investments or obliga¬
tions are frequently of an impor¬
tance equal to the dollar value of
international trade of commodi¬
ties. At the present time the big
balancing item centers around
government grants an^ loans and
the financing of foreign activi¬
ties. , , ;■

According to the first Balance
of Payments Yearbook just issued
by the International Monetary
Fund (Washington, D. C., 1949,
383 pages), which presents a

comprehensive review of interna¬
tional exchange! problems, the
United States a decade ago (in
1938) had a so-called favorable
merchandise trade balance of .45924

million, increased to $1,358 million
when invis'ble credit and debit
items are included. The record
was brought into balance by cap¬
ital and monetary gold move¬
ments which included imports of
$1,799 of monetary gold.
In contrast, ten years later (in

1947) the so-called favorable
merchandise trade balance had
increased to $9,082 million. This
was reduced to $8,897 million
through invisible items including
$1,851 million UNRRA and other
government grants to foreign
areas and a miscellaneous item of
$1,004 million labeled "Errors and
Omissions" found necessary to
balance the international account.
Thus, we were confronted with a

$9,901 million "gap" in all current
trade ?nd invis'ble transactions
combined.

Out world account was brought
into balance through movement
of capital and monetary gold—of
which the gold item was $2,162
million. Private long-term cap¬

ital assets increased this by $840

million, private short-term capital
assets by $60 million, and "Offi¬
cial and Banking Institutions"

*An address by Dr. Coulter at
the Annual Meeting cf the Tariff
League; New York City, Oct. 26,
1949.: \

long-term and short-term items
cuiiiDiiied by $6,839 million.
This then is the problem of the

Foreign Exchange Gap. And the
nem oi $9,082 million represents
txcess of exports over imports.
When the two sides of the for¬

eign exchange ledger get substan¬
tially out of line with each other
governments often find it neces¬

sary to step into the breach with
many types of supervision, regu¬
lation or control of all tne differ¬
ent elements involved—including
trade and tariffs—in order to

avoid- extreme fluctuations in

prices, currency values, gold and
capital movements, etc.

The ECA Report

On Oct. 22, the Economic Co¬
operation Administration, which is
responsible for the direction ol
the so-called Marshall Plan, pub¬
lished a massive 2U0-page eco¬
nomic statistical document on this

subject prepared by a mission of
Feaeral ofiicials and ECA con¬

sultants headed by Wayne Chat-
lield Taylor, assistant to ECA
Director Paul G. Hoftman. Dur¬

ing the past six months this
m.ssion with a special staff has
gone into every phase of the sub-
ject in European countries as well
as at home. They have come to
the conclusion that the present
lack of balance in trade between

Europe and the dollar area of the
Western Hemisphere can be
solved by the combined action of
American and European govern¬

ments and business interests.
The problem, as stated in their

report, looks like this: "Other
countries simply are not earning
enough dollars to pay for what
they import from us. They have
a 'dollar shortage.' , We have a
vast' export surplus which we
maintain by subsidies at the tax¬
payers' expense."
The report says that we could

continue the subsidies but that
this would be an endless "policy
of drift," undesirable, to say the
least, and "no solution of the
basic problem." We may all
agree to this conclusion, but your
present speaker would add that
this would be one road to do¬

mestic, European and world chaos.
Our own economy would be
wrecked by the burdensome taxes
or deficit financing, the inflated
prices, the forced lowering of liv¬
ing standards, etc. European
economy would be wrecked by
the piling up of debt to us,
the enforced closing down cf
their productive forces, the loss
cf their outside markets, the low¬
ering of their living standards,
etc. Outside world economy prob¬
ably would boom temporarily
until excess led to runaway in¬
flation, followed by deflation,
defalcation of debts, new forms of
totalitarian state 'controls, com¬

munistic, socialistic, fascist, etc.,
and general world economic col¬
lapse. At least we can agree with
the report that this is an endless
policy of drift, undesirable to say
the least—no solution to the basic
problem. ■ ,

The report then suggests that
we might attempt to solve the
problem by greatly expanding
foreign investments, which is
called a highly desirable measure.

"However," they conclude in ad¬
dition to other objections, "the
gap is much too large to be closed
by this method alone." We agree
with that conclusion, but since the
subject of investments is so inti¬
mately tied in with the discussion

of the last speaker I shall not at¬
tempt to deal with it here.
Tne real purpose of this volum¬

inous report is to lay the founcta.-
tion for a compaign for a greatly
accelerated voiume of imports.
The report says that we can close
the gap "by stimulating an expan¬
sion of exports of 'goods and
services from other countries to
the United States, accompanied by
an expansion, as far as feasible, of
United States foreign investment."'
The report provides a partial list
of 260 products that Europe was

particularly equipped to manufac¬
ture, but on which the United
States exacted tariff duties of 25%
or more. Since the average
hourly wage rate in manufactur¬
ing in Western Europe is currently
reported to be the equivalent of 40
cents per hour it is not difficult to
visualize the character of the sug¬

gested solution. , ; ' ;

You will see from the program
that the next speaker is scheduled
to deal with the subject, "The
Import Problem as Typified by
the Mining Industry." In addi¬
tion, permit me to call special at¬
tention to a new publication (No.
125) just released by the Tariff
League entitled "What Yardstick
for Foreign Trade?" In this bul¬
letin the concluding section is
under the sub-title "Imports are
the True Yardstick." Time does

not permit me to further elab¬
orate on the character of the
so-called favorable-trade-balance

or the size of the dollar gap from
the standpoint of increasing im¬
ports to a level with exports.

Narrowing the Gap

It seems desirable in order ta

most completely cover the subject
for me to devote myself for the
rest of the period assigned to me
to the subject of "narrowing the
gap by government attention tot
the problem of so-called expbrt-
trade-balances."

The more than 200-page report
of the ECA above referred to ex¬

amines the possibility of eliminat¬
ing the foreign trade gap by
putting an end to these subsidies—
ending the Marshall Plan and
other foreign-aid projects— and
bringing world trade into balance
"at a very low level." They con¬
clude (1) that the effect on our

export industries would be calam¬
itous, (2) that Europe would be
lacking the support that gave
"men food, hope, tools," (3) that
kept free institutions alive, (4)
that prevented chaos.
Had this report been written in

October, 1945, all could agree that
aid from us in the form of food,
tools, hope, etc., had merit, even
if it did result in an unbalanced
international exchange ledger and
a very undesirable, albeit favor¬
able, trade balance. But this is
October, 1949. How long is this
dangerous excess of exports to be
continued with all of its abuses—
leading to inflation, currency de¬
valuations, subsidies, and all man¬
ner of state substitutes for the
basic elements of free competitive
private enterprise? How long shall'
we delay recognition of the nat¬
ural economic laws and the
restoration of democracy in gov¬
ernment in place of communism,
socialism, fascism^ nnd bureau¬
cracy. Must a semblance of war
be continued with deficit spend¬

ing, increasing indebtedness, bur¬
densome taxation, and other
attendant miseries into the indefi-

"

(Continued on page 37)
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U. S.-6erman
. By GEORGE Fi BAUER* ; 7 ....

*

: George F. Bauer Associates
.
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International trade leader urges negotiation of commercial treaty with Germany and removal of cum¬

bersome restrictions on travel and trade between the two countries. Advocates use of blocked D-marks
for business transactions and cooperation for ultimate establishment of gold standard. Wants "abun-

'

dance" instead of austerity policy. . 7

7 Building commerce anew between the United States and Germany presupposes knowl¬
edge of fundamentals of what makes for sound trade between any two countries. V -

-There are advocates of austerity programs of world trade and there are advocates oi
a b u n d a n ce<^-

cleared for a treaty, of amity and
commerce between" the United
States and Germany. The first
i;reaty of this kind apparently was

between the Free City of Bremen
and this country. In 1924, the
Senate Foreign Relations had such
treaty under advisement. The

outlook for it was rather dark,
and yet within a few weeks it was
favorably acted upon.
Is it not a good time to suggest

hat a treaty of amity and com¬
merce be given consideration
again. It would assure equitable

George F. Bauer

programs of
"

world trade.
- :The "auster¬

ity" addicts
jbelieve that
the volume of
trade cannot

be expanded
bycorrect pro-
grams and
policies and

a that the task
of political
leaders is to

obtain a slice
of it for their

particul ar
'

/ v. country. The
pie of world trade is kept small
and naturally the slice for each
country is similarly suited only for
a "starvation diet." L

The "abundance" advocates be¬
lieve that with proper policies
more and more goods of all kinds
and from all nations can be in¬

creasingly brought within buying
reach of more people everywhere.
It was more important in former

days that the world produced
6,000,000 automobiles a year, with
the United States providing 4,000,-
©00 of them, or 66% of them, than
for the world, including England,
Germany, France, Italy and
Czechoslovakia, to produce only
3,500,000 automobiles and the
United States 2,000,000 or 80%.
The former is an ; "abundance"
world trade program and the lat¬
ter, while more advantageous per¬
centagewise for the U. S., was an

"austerity" program. It is better
to work for a bigger pie for all
©n the assumption that the slices
going to each country will repre¬
sent banquets and not just morsels.
What are some of the essentials

that make for an "abundance"

program of world trade and how
can the principles be applied in
fcuilding commerce anew between
the United States and Germany?
The first stipulation is that the

ultimate consumer everywhere de¬
termines whether there shall be

large-scale purchases of goods and
services and consequently large-
scale production and distribution
and employment everywhere.
In the United States we former¬

ly figured there were 40,000,000
Americans with incomes of $2,000
©r less a year; they probably re¬
ceive $3,000 or less of 50-cent buy¬
ing power dollars now. .

These $40,000,000 always desire
goods and services and will pur¬
chase them if they are brought
within their buying reach. That is
to say, within the means provided
by pocketbooks of $3,000 a year

Throughout the world there are
similar relationships between the
prices of goods and services and
the abilities of people to afford
them.

Every action to reduce waste or

unnecessary labor tends to bring
down costs of goods and services
and thereby bring them more
within buying reach of more peo¬

ple. Every time an article, as the
result of intelligent cooperation
between management and labor
and government, can be reduced
in price by $1.00, it is made more

easily accessible for purchase by
the people. In foreign trade, the
saving of $1.00 in the United
States may become $1.50 or $2.00
as insurance, tariffs, taxes are fre-

*A talk by Mr. Bauer at annual
meeting - of1 the * United .States-
German Chamber of Commerce,
New York City, Oct. 20,1949.

quently lowered as result of the
initial saving in the country of
origin. - ■: • 7^7 7^.777 7 ' 7V ' 7
What are some of the situations

existing today that put German
goods and services beyond the
buying reach of Americans and
vice versa of United States goods
and services beyond the buying
reach of Germans?
An important obstacle in bring¬

ing goods within buying reach of
more people is that centering on
the - cost of complying with- a

myriad of forms, export and im¬
port permits, exchange controls,
quotas, stipulations, and consular
documentations. Someone has to

do the work of filling in forms
and the cost of this work, which
adds nothing to the quality or
quantity of merchandise, has to be
passed on to the consumer and
he may find that his means of
bridging it are exhausted.
To make for an "abundance" of

commerce between the United
States and Germany, an attempt
should promptly be made to sim¬
plify or "purge" regulations and
controls over .trade which, be¬
cause of cost of labor in comply¬
ing with them, put goods outside
the buying reach of many people.
Some laudable progress has been

made in Germany on that score.

Exchange directives still, need to
be removed. In the United States

compliance with export control
permits is costly and needs to be
abolished. The economies effected

by such moves could be passed
on to consumers in both countries
and stimulate "abundance" typfe
of commerce. "

Potential investments are kept
dormant in Germany today. Mili¬
tary regulations still prohibit in¬
vestments by citizens of the United
States. An exception is where
blocked funds of foreigners may
be put into certain governmental
securities in Germany with a re¬
turn of 5J/&%.

What is needed, however, is not
forced utilization of these private
resources in governmental under¬
takings but rather actions allow¬
ing use of these dormant funds
for advancement of commercial

enterprises and trade. A proper
step would be to allow former
Germans, now American citizens
or intending to become American
citizens, and having blocked
marks, to use up to 80% of -their
values if accompanied by 20% in
U. S. dollars to purchase goods
in Germany to export to any coun¬

try where the goods can be put
to good use. Similarly, there
should be an incentive for hold¬
ers of such blocked marks to in¬

vest them in the reconstruction of
German industries and enterprises
of all kinds.

The stimulus to "natural" trade
from these measures should be
such as to make possible more
efficient production and distribu¬
tion methods and help bring more
German goods within purchasing
reach of more people everywhere.

By the same token that encour¬
aged investments are helpful in
rebuilding commerce and general
well-being, the dismantling of
plants without attempts to convert
them to peactime use ig invest¬
ment in reverse. 7

Certainty of calculations is a
necessity - if commerce is to be
carried on in the most economical
manner. The cost of occupation
by the Allied Powers needs to be
p'ut on a basis which will show
up with, exactness in price of

goods imported to or exported
from Germany.
In the occupation of certain

countries in the past it was cus¬

tomary to determine what per¬

centage of revenue should go to
supervisory'forces for services oi
a military or civil type. Through
such arrangement, .vagueness l
reduced and definite quotation,
can be calculated with accuracy
on all goods for export from Ger¬
many or for import and local salet
to the people of that country. In¬
clusion of this cost factor, whih
making for higher prices of goods
would have nevertheless an ad¬

vantage in revealing an importan.
item that needs to be considere

by Germans in making^ definite
quotations on goods to be sole
abroad or within Germany.
The purpose of the Reciprocal

Trade Agreements Act was to
make for reduction in barriers tc

two-way or several-way com¬
merce. Due to the laudable ef¬
forts of General Clay, great prog¬
ress was made for'- a basis; for
mutually attractive trade
Travel, however, is also a phase

of two-way trade. Visitors going
from the United States to Ger¬
many spend dollars which can be
used just as well as if they were
obtained from exports of German
goods to the United States.
To become helpful in rebuilding

commerce anew it is vital that the
intricate regulations and limits on

stays be modified. In doing tha
Germany will be given a self-
respecting source to obtain foreign
exchange with which to purchase
products it needs from abroad for
rebuilding of its industries, or to
care for needs of its population.
A sound money standard by

both the United States and Ger
many is needed for a proper con
duct* of commerce.
Before World War I, both the

dollar and the mark were on a

gold-coin . standard. This meant
that, if so desired, you could ob
tain for a non-gold dollar on de
mand 23.22 grains of fine gold
and for 5 marks 27.656 grains oi
fine gold. There was no trouble
in those days in exchanging the
dollar for marks, and vice versa
because both had a common de
nominator—their titles to definite
amounts of gold.

Today the dollar needs to be
again convertible on demand, noi
at 23.22 grains—too much eco
nomic wrong has been committee
to accomplish that—but at 13.714
grains, which reduction is account
ed for by our devaluation.
Similarly, five marks cannot be

a title to 27.656 grains as in the
past, but an earnest effort could
be made to have five of the pres
ent D-marks represent a claim tc
16.30 grains of fine gold or to ar
equivalent-in foreign exchange
comparable to that quantity oi
gold.
To come back on a gold stand

ard, Germany will need economic
production in order that she may
be entitled to-credits in sound
currencies of other countries,
does not mean that in the very
beginning she needs a huge sup
ply of gold. If she builds up by
industriousness a right to sound
money credits, she will be provid
ing herself in part with the equiv
alent of a gold reserve.

It was good news to read the
news that three-power action may
soon1 be taken to end the state
of war.

treatment to businessmen going
from the United States or coming
from Germany to our country for
the purpose of rebuilding com¬

merce. between the two countries
on an attractive scale.
- In summary, it does seem there"
are a few definite undertakings
With which the United States-
German Chamber of Commerce

can concern itself in a specific

program for rebuilding commerce

anew between the United States

and Germany.

Public Utility^ Securities
By OWEN ELY

Central & South West

Central & South West controls Public Service of Oklahoma, Cen¬
tral Power & Light, Southwestern Gas & Electric, and West Texas
Utilities, these operating companies comprising a fully interconnected
and integrated system. Some 560,000 customers located in 748 com¬
munities and adjacent rural areas are served, in Texas, Oklahoma,
Arkansas and Louisiana. Principal cities include Tulsa and Bartles-
ville in Oklahoma, Corpus Christ! and Laredo in Texas, Shreveport
in Louisiana, and Texarkana in Texas and Arkansas.

While oil and natural gas are outstanding industries, with roughly
one-fourth of the-nation's gas reserves located in the System area,
farming is also important. Agricultural products include cotton,
wheat, cprn, rice, cattle, sheep and goats; also citrus fruits and vege¬
tables along the Rio Grande and in the famous "winter garden" sec¬
tion of Texas. Miscellaneous natural resources include gypsum, sul¬
phur, coal, salt and timber. The chemical industry, which is making
increased use of oil and natural gas, is gaining in importance. Many
well-known industrial names such as Dupont, Aluminum Company of
America, Celanese and Corn Products Refining are now represented
in this area. Manufacturing industries include the processing of oil,
natural gas products, chemicals, carbon black, zinc, glass, cottonseed
products, building stone, ceramic materials, cement, clay tile, brick,
and canned fruit and vegetables. The rapid wartime rate of expan¬
sion in population and industry has been well sustained in the post-
war period. 7 :V-777'*777.: + j ' .I/-; " • ...•■* •. - 7- '

77 To meet this growth the system has been expanding rapidly, and
will continue to push its construction program. During the period
Sept. 1, 1949. to Dec. 31, 1951, Central & South West expects to spend
about $69 million, which will include the installation of 146,000 addi¬
tional KW. System capacity now totals a little under 600,000 KW of
which nearly one-third was installed in 1947-49. The system also

buys about 34,000 KW. 1 , -

7 Required funds for the construction program will probably be
obtained about as follows: $9.7 million was realized from securities
sold by two subsidiaries in June 1949; over $8 million may be real¬
ized from the current sale of common stock by the parent company;
$5.5 million from the pending sale of Central Power & Light deben¬
tures; and $12 million will be obtained from sale of additional senior
securities in 1950-51. Remaining funds can be obtained through de¬
preciation and amortization accruals, plus retained earnings, it is
estimated. . .7

7; About 94% of system revenues are from sale of electricity, 5%
from ice and 1 % from water. The ice business is normally profitable,
largely serving the food packers along the Rio Grande, and the SEC
has not required its disposal. Electric revenues are well-balanced
with residential and rural revenues 35%, commercial 29%, industrial
26% and miscellaneous 10%. Because of the large area served and
the availability of cheap natural gas (which makes it more difficult
<,0 promote use of electricity for home appliances) the average resi¬
dential rate is slightly under 40 and annual usage is 1,213 KW, Main¬
tenance and depreciation charges are over 21% of revenues after

allowing for purchased power and gas—an unusually high proportion
—and depreciation reserve is over 18% of plant account. Plant has
been written down to original cost with the exception of a very small
amount which is being amortized. 7

The system has been earning slightly over 7% on the estimated

rate, base, but the Texas State law sets up fair return as "not to ex¬

ceed 8%" on fair value. Regulation is by municipalities, there being
no state commission with jurisdiction. There are of course commis¬

sions in Oklahoma, Louisiana and Arkansas, but regulation in these
states is not considered onerous. •

Central & South West emerged from the break-up of the Middle
West system in 1947. Its capitalization now consists of $3.8 million
serial notes and 7,985,173 shares of common stock including the 725,-
507 shares which are currently being offered to stockholders for

subscription on a 1-for-10 basis. On a pro forma basis system capital
structure is estimated to be 53% debt, 17% preferred stock and 30%
common stock equity. '7-

The common stock, which sold as low as 8% last year, recently
advanced to 13Va and is currently around 12%. Based on the recently
increased dividend rate of 900 the current yield is 7.1%. Share earn¬

ings on a pro forma basis for the 12 months ended Aug. 31,1949, ap¬
proximated $1.32 a share so that the new dividend rate means a pay¬
out of 68%. Share earnings have continued to increase at the rate of

about 10 or 12% per annum in the past two years, but this gain has
been just about offset by the two issues of common stock on a l-for-10

basis. It now appears unlikely that more common stock will have to-
be issued, at least during 1950-51, so that anticipated further gains iri

The*way should consequently be share earnings may be retainable. -
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' Selling.American Goods Abroad in 1950?
By DEMSTER McINTOSII* V.-., ■ '

President, Philco International Corporation

U. S. exporter/ discussing currency devaluation effects, foresees greater difficulties in selling American >
goods abroad in 1950 than in current or past years. Says there is need of more initiative, aggressive- *
ness and resourcefulnessx>n part of American exporters and urges: (1) study of individual export
markets; (2)! offer products with specifications required in foreign markets; and (3) intensive selling

through properly organized distribution, t
k

Selling American goods abroad and, in fact, the general handling of export business has
been rather difficult for some time past. It will be more difficult in 1950;' The conditions
which have made export difficult during the past year; import restrictions or prohibition

of import s,^

Dempster Mcintosh *7

and the short¬

age o£ dollars
on the part of
most " of our

foreign cus¬

tomers, '• will
continue in
1950 and per¬

haps" even in¬
crease. Most

foreign coun-
tries 'are not

/>irig to give
j&p over-night
/their" 'trend
towards ' Na¬

tionalism and

the tpblicy of
development of local/industries.
Also they are not going to imme¬
diately. 'find -new" sourcesbf dol¬
lars and,/therefore;/there will
probably not be, in the immediate
future, any large-scal£*lifting of
the import * barriers now set up

against American products, par¬

ticularly American 'consumer
goods. *' /, „ .,// > ■■

In September'another- complica-
tion was added to the many we
were already facing, a$d that is
the devaluation of sterling^ fol¬
lowed shortly afterwards by the
devaluation of most other curren¬
cies with the exception of the
American dollar, the Swiss franc
and the currencies-of some of the
South American countries. It is
to be expected that some- of the
countries which have not yet de¬
valued will devalue to at least
some extent in the near- future.

Many currencies have been - de¬
valued to the - same r extent as

sterling, tor approximately^ 30%,
where others, such as the Belgian
franc, have devalued dhly 10%—
with Argentine devaluation to the
extent of approximately 40%.

Devaluation Effects' '/;
The devaluation of the British

pound down to $2.80 in" relation to
the dollar has undoubtedlyalready
substantially' helped British ex¬

ports, and indeed it is to be hoped,
from the overall point, of view,
that this increase in British exports
will continue; but it is my feeling
that the effect of devaluation', that
is the long-time effect) Vdll not be
as great as has perhaps been gen¬
erally anticipated. I believe that
before very long price increases in
many types of British goods will
offset at least half of the 30%
price >, reduction - gained- ' through
devaluation, m Some British manu¬

facturers in fact waited only a
few days after devaluation before

increasing their prices^-in some
cases by as much as 15%. ■ Other
British manufacturers have al¬

ready, or will shortly follow suit
in my opinion. Some' of the
price1 increases 1 which have al¬

ready been made in British goods
were the result merely of-the de¬
sire of the individual manufactur¬
ers to capitalize upon the oppor-

tunity of securing higher prices
and therefore better profits.
However, labor costs in England
will undoubtedly increase in the
future in spite, of all efforts to
hold them down and, of course,
the cost to British manufacturers
of imported raw materials have
already increased, and these fac¬
tors will in themselves, lead to

*An address by Mr. Mcintosh
at

^ the Merchandising & Adver¬
tising Session of the 36th National
Foreign Trade Convention, New
York City, Nov. 1, 1949.

further ; increases in / the sales
prices of British goods.1 /v
.. Another way of looking at this
situation is that many British
goods have been over-priced.
With 'devaluation they will now
become more competitive, but any
large increases in price will again
make them non-competitive in the
world markets.

j Another point to consider ; in
connection with the competition
of; British goods with American
goods in the export markets is
that the prices of many types of
American products- can be ex¬

pected to come down somewhat
during the next year. With Amer¬
ican prices V coming down and
British prices going up, I feel that
eventually there will not be very
much left of the present 30% dif¬
ferential v Still another point is
that many British export products
are not in very strong direct com¬
petition with American products
in most of the export markets.
Even British motor car exports
consist, to a considerable extent,
of small cars of types not pro¬
duced by American car manufac¬
turers.- -

/ However, although the factors
mentioned will have considerable
effect -on the situation, further
increases in British exports can

probably be expected and there¬
fore this gives to American manu¬
facturers who have British plants,
the Opportunity of further devel¬
oping export sales / for their
British-made products. In my
own company we are working
along this line, but a large per¬
centage of the export sales of our
own British products are to coun¬
tries into which we cannot ship
our American products due to im¬
port or exchange restrictions. In
other words, in our case—and I
hope* other American manufac¬
turers will adopt the same policy,
we do not believe in increasing
export sales of our British-made
products at the cost of sales of our
American - made products, but
rather?;we follow the policy of
shipping our British products to
thosecountries for which our

British models are especially
suited or into which our Amer¬
ican products cannot enter,

'■//' Tasks of U. S. Exporters ;
v/
We have talked about the pres¬

ent difficulties in selling ^Amer¬
ican product s abroad.; These
difficulties will undoubtedly con¬

tinue, but in spite of such diffi¬
culties I firmly believe that it is
Still' possible for the individual
American manufacturer or ex¬

porter through initiative, aggres¬
siveness, resourcefulness, hard
work, and the employment of
competent personnel with export
know-how, to increase their own
particular export sales or * at
least ; to hold up their- own
sales volume in spite of a decline
in total American exports. We
cannot be ostrich-like, bury our

heads* in the sands and ignore the
restrictions and difficulties stand¬

ing in the way of our export sales,
but my feeling is that the indi¬
vidual export manager, instead of
worrying or thinking too'much
about a general decline in Amer¬
ican exports, should rather devote
his time and thoughts and ener¬

gies to securing as large a share
as possible of those exports for
his owh particular company. How
can this be done? T: : .

(1) Study the individual export

markets, analyzing the types and
specifications of products re¬

quired, competition being faced
from locally made and imported
products—and this varies in each
market — distributing methods
being followed by your most suc¬
cessful competitors, how your own

products are regarded by users or
consumers in the market, and fi¬
nally if your products are such as
to:require service, are your dis¬
tributors and dealers organized to
give satisfactory service. Of
course, if the potential market
justifies it, this study of the mar¬
ket should be made on the ground
by your own men. ,, ,

(2) Offer products with speci¬
fications to meet the requirements
of the various foreign markets. In
some export markets standard
types of American products built
for the American domestic market
are entirely suitable but there are
many other export markets : in
which consumer tastes, local con¬
ditions, including purchasing
power of the people, customs, cli¬
mate, electrical current character¬
istics and other- factors require
products of different/ specifica¬
tions.?/ The American manufac¬
turer should not try to force the
sale of his standard types of do¬
mestic products in such markets—
or, putting it another way, if he
does so he certainly cannot expect
to do a large volume of business
or to meet competition from other
Manufacturers'■< who produce
products designed to meet local
market requirements.
V (3) Sell intensively through
properly organized distribution.
We are sometimes amused at a

foreign manufacturer endeavoring
to sell his goods in America con¬

fining his sales to a wholesale
organization or even to a few re¬
tail organizations in New York,
ar^d feeling that he has, in so do¬
ing, thoroughly covered the entire
American market of 150,000,000
people. We know that to prop¬
erly cover the American market
distribution should be organized
in all of the leading cities
throughout this entire country.
However, there are American
manufacturers, even large manu¬
facturers, who seem- to feel they
are covering all of Brazil by sell¬
ing to one outlet—perhaps even a
retail - outlet—in Rio,-or that all
the Cuban market is in the city of
Havana or the Colombian market
is« confined to the city of Bogota.
Obviously, to secure intensive
distribution, particularly for con¬
sumer products, the foreign mar¬
kets should be broken down into

distributing * areas just as an
American manufacturer doing a

nationwide business in the United
States breaks down the American
market. /'/•.• . //?//''■•:— /

A Summary
- To sum up, it seems to me the
individual export manager should
work " to secure the largest pos¬

sible share of the total market for
his types of products; first, by
intensively studying the require¬
ments of each of the export mar¬
kets; secondly, by arranging for
his factory to produce products of
the types rand specifications re¬

quired—and this will not be easy,

requiring the full cooperation of
his factory management and prob¬
ably; a long period of time; and
thirdly, «• by organizing ' intensive
distribution. Since such a small
number of American or foreign
manufacturers go after export

business in this manner, the man¬

ufacturer who is prepared > and
organized to do what is required
will fully reap the rewards and
actually secure a large percentage
of the available business.
At the present time we have a

very limited number of open un¬
restricted markets available to us

for most types of American prod¬
ucts. These markets are princi¬
pally Cuba, Puerto' Rico,- the
Dominican Republic, Panama,
Guatemala, Venezuela, the Philip¬
pines, Hong Kong, Syria and Leb¬
anon, Belgium and Switzerland.
In general, the export manager
should concentrate the large part
of his activities in those markets.
Competition is keen, especially in
these markets, but—let me repeat
—the vmanufacturer who really
goes after the business, who pro¬
duces the right kind of product at
the right price, and who sells it
intensively through the proper
channels, has a big advantage
over the great majority of manu¬
facturers handling their export
sales in a more or less casual hit-
or-miss fashion.

In conclusion, total American
exports, with the possible excep¬

tion of goods shipped under the
Marshall Plan, will probably show

some decline during 1950 as com¬

pared with 1949. That is unfor¬
tunate, but is no justification for
an American manufacturer to give
up his export business or to dim¬
inish his export sales activities or

his export advertising. Rather,
the situation calls for greater sales
efforts, greater ingenuity in de¬
veloping ways to secure business,
a,nd more effective advertising and
sales promotion activities. r 1950
will present a real test and a real
challenge to the American export
manager who will need more than
ever the full support of his factory
management to be successful un¬
der the conditions we will be

facing during the coming year.
Export sales prospects are not
good for the opportunist fair-
weather manufacturer who is
interested only in easy business
and is not prepared to give his
export manager or his export di¬
vision adequate support; but to
the American manufacturer who
is organized to go after it, who is
prepared to spend the time and
money to study the foreign mar¬
kets and then to produce the types
of products required, and finally
to set up proper sales, service and
shipping facilities, there will be a
good export market in 1950 and
also in the years to come.

Chicago, Rock Island & Pacific;
Illinois Central and Alleghany Corp.

Chicago, Rock Island & Pacific is taking what is expected to be
the initial step in a comprehensive debt refunding program. The first
mortgage 4s, 1994, will be redeemed on their next interest date, Jan. 1,
1950. These bonds are currently outstanding at slightly less than
$26 million. Interstate Commerce Commission authority to issue a
$25,760,000 promissory note to provide funds for the redemption has
already been granted. This note, however, will merely represent a
stop-gap arrangement. Later it is expected that a new long-term
(perhaps 30 years) first mortgage bond will be offered for competi¬
tive bidding.

When the new long-term bond is offered, it is generally ex¬
pected that it will do more than merely provide for the promissory
note. It is expected to be for $50 to $60 million. This larger amount
would provide funds sufficient to retire part or all of the outstanding
income 4%s, 2019. These bonds, outstanding at roundly $34 million,
are callable only on interest dates and interest is payable only once a
year, on April 1. It is, of course, impossible at this time to say what
interest rate a new first mortgage bond of $60 million would have to
carry. It is the opinion of many rail analysts, however, that the whole
operation could be done without increasing fixed charges much, if
any, above the $2.3 million originally provided for# in the ICC re¬
organization plan.

If the full job can be accomplished on any such basis, the road
would still be obligated for only very modest annual fixed
obligations and the entire $3.3 million of original contingent interest
would be eliminated. As the reorganization was initially set up, it
was generally considered more drastic than was necessary. With the
expected new steps the debt structure should be well nigh depression
proof. In particular, the status of the 705,382 shares of $5 preferred,
with annual dividend requirements of $3,526,910, will be very materi¬
ally strengthened. Except for the factor of Federal income taxes, this
stock would be just as close to earnings as the income bonds were
when the plan was set up.

v * * *;

Another important financial development of the recent past was
with respect to the bond exchange offer made to holders of some of
the early Illinois Central maturities. As provided in the plan, the
offer was extended to Oct. 28 and was then declared operative. At
the time of this writing no official announcement has been made as
to the exact number of bonds that were deposited. There have been
widespread reports, however, that somewhat more than 60% of the
affected bonds were deposited for exchange into the longer maturities.

There were $52,201,000 par value of old bonds affected by the

exchange offer. If it is true that some 60% of these were deposited it
means that the total of 1950-1955 maturities, exclusive of equipment
trust serials, has been reduced to moderately below $50 million. It is
obvious that the company would not be strained bv meeting any such
obligations with cash in the next six years even if no further steps
were to be taken to refund a part of this balance. As of July 31 the

company showed cash and equivalent of more than $66 million and a

net working capital (including liability for taxes still in dispute) of

$43,415,000. Finances should be further strengthened by subsequent

earnings and by settlement of the tax dispute.
* * Sjc

Alleghany Corporation has again been in the news in the recent

past, continuing its program of reducing its investments in the rail
field. Following expiration of its exchange offer to preferred stock¬
holders the balance of its holdings of Chicago, Rock Island & Pacific
was sold to a group of investors. Of current interest was the com¬

pletion yesterday, after the close of the market, of a secondary

offering of 100,000 shares of C. & O. common stock at $27.75 per

share less a concession of $1 per share to NASD members.
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No Antagonism Between Federal
And Mutual Saving$ Institutions

By WILLIAM K. DIVERS*

Chairman, Federal Home Loan Bank Board

Mr. Divers, in addressing delegates of New York mutual savings banks, describes operations and func-
tions of the Federal Home Loan Bank System. Contends there is no basic competition between Federal
savings institutions and mutual savings banks, but both are partners in educating public on fruits of
regular sayings. Says aim should he to fight monopoly and those who would impose rigid controls on

free competition of our financial institutions.
I speak to you as Chairman of the Home Loan Bank Board, not as a representative of

the savings and loan associations because, of course, our Board does not represent the
savings and loan business, but rather the interest of the public in the administration of

William K. Divers

our various <£-

activities. Al¬

though we in
no way1 rep¬
resent or pur¬

port to speak
for savings
and loan rnan-

agement, I
know I speak
for the other

members; of

the Board, as
well as my¬

self, when;I
mention the

high regard
we have for

the great ma¬

jority; of the members of that
business, including the 50,000 di¬
rectors. of those mutual institu¬
tions.
~

This morning I wish to speak
briefly on two principal subjects:
First, the Federal Home Loan
Bank System, and, second, the
many common interests of the
.savings banks and the savings
and loan type of financial insti¬
tution. Before I discuss these two

Subjects,, however, I would like
to mention several other activi¬

ties of the Home Loan Bank
Board.

- We have under our jurisdiction
the liquidation of the Home Own¬
ers' Loan Corporation. In the past
fiscal year we have closed out
77,000 accounts and reduced the
assets - by $105,000,000! In the
course of the year, we have moved
from the red ink into the black

ink, earnings having absorbed
the losses of the 30's and the

early 40's. The proceeds of liqui¬
dation are being used to pay off
outstanding loans from the United
States Treasury, and unless there
is a very substantial change in
economic conditions, it appears
that we will be able to sell the

remaining assets by 1951. We ex¬

pect, then,, to pay off. the Home
Owners' Loan Corporation's re¬

maining debt to the Treasury, re¬
turn in full the $200,000,000 of
capital stock, pay all adminis¬
trative costs and return several

millions in addition to the Treas¬

ury. This great venture of the
Government, which gave a million
families a chance to save their

home, will end on a happy note,
and will serve as the greatest
single demonstration of the ' de¬
votion of the American people to
home-ownership. ; i
*

Another duty of the Home Loan
Bank Board is the chartering,
regulation ■ and, supervision of
Federal savings and loan associa¬
tions. Coming- from an area in
which savings institutions are a
notable tradition, you may not
fully appreciate the> need for
national charters for savings and
loan associations, but there are

large parts of the South, Midwest,
Southwest and West where such
institutions are essential to the
development of . thrift and the
provision of funds, fox home-own¬
ership at a reasonable cost. In¬
cluding the 840 institutions which,
have converted from State .to
Federal charter, there are,now

*An address by Mr. Divers at
the 56th Annual. Meeting of the
Savings Banks Association of the
State of New York, on board the
S. S. Nieuw Amsterdam, Oct. 23,
1949.

some 1,500 Federal associations
holding total assets approaching
$7 billion. The growth of such
associations in the short space of
16 years alone attests to the need
of the public for additional and
improved facilities of the savings
and loan type."
We have recently promulgated

new regulations and a new chatter
for Federal associations. During
the course of the consideration of
the changes we proposed we had
several conferences with repre¬
sentatives of the National Asso¬
ciation of Mutual Savings. Banks,
including Earl D. Schwulst! and
E. Henry Powell. We have a sin¬
cere respect for members of the
Association and their officers. We
listened patiently to their opin¬
ions, and, to be quite frank, we

disagreed with
views.

most of their

A Better Understanding Desired

Out of that discussion, how¬
ever, I feel that there:;didf?de-;
velop a mutual desire for a bet¬
ter understanding and a more

frequent exchange„ of views*
Without going into any detailed
discussion of the new charter or

regulations, I think; it is suffL
cient to say that in our opinion
they in no way change the basic
powers of Federal associations or

their *methods of operation, but
constitute instead a recodifica¬
tion, modernization and simplifi¬
cation which was necessary after
15 years of experience and oper¬
ation. <

Our Board also acts as the
Board of Trustees of the Federal
Savings and Loan Insurance
Corporation, which, as yo,u know,
insures the safety of investments
up to $5,000 in all Federal sayings
and loan associations and in such
State-chartered savings and loan
associations as apply and qualify
for admission. There have been
no claims against the insurance
fund for the past five years, and
it has built up substantial re¬
serves.

Now, a few words about the
Federal Home Loan Bank System.
We think of the System as a unit
composed of the Board, the 11 re¬

gional Federal Home Loan Banks
and the 3,828 members, including
27 mutual savings banks and
nine insurance companies. • '
The System was created by

Congress in 1932 and was a direct
outgrowth of a conference on

home-building and home-owner-
ship called by President Hoover
in the previous year. Congress
created the System to Serve as
a reserve credit pool* for institu¬
tions engaged in *accumulating
savings and investing, the; funds in
mortgages on homes. It sought to
provide greater liquidity for "home
mortgages by authorizing them to
be used as collateral for borrow¬

ings from the Federal Home Loan
Banks. V •

Since. their; creation, the Home
Loan Banks have . advanced •; a
total of over! $2,800 . millipn to
their member institutions,. j>f
which about $340,000,000, is now

outstanding..No losses, have been
sustained. ' !.'•/.■' *;■. r ,v.r

-

Congress also foresaw the >posr.
sibility of . using the, System - to
transmit surplus lending; funds,
from some parts of the country;
to others,where an active demand

existed. Congress specifically au¬
thorized loans for two purposes:

j First, to provide needed liquidity
to meet unusual withdrawals,
and, second, to provide additional
funds for lending on home mort¬
gages. Some bankers look with
horror upon the j latter type of
lloan and call it "pyramiding."
Whether they approve it or not,
it was specifically authorized by
Congress and we have to admin¬
ister the law that way. Frankly,
on this point I like the views
of Congress better than those of
jth.e hankers. '' .

As a matter of actual record,
loans from, the districtHome Loan
Banks to their member institu-

| tions have always been small in
relation to total member;., re¬
sources. Although some of the in-

| stitutions have made more use of
Home Loan Bank funds than the
average, at no time have- out¬
standing loans to members as a

! whole ever exceeded 5% of the
combined resources of the mem¬

bers.;; r:.;;;"-,-vr'V;;v;;;

Should Uphold Private Enterprise

i \ If we are to provide the funds
with which the people of Amer¬
ica can own good homes at rea-

; sonable cost; we should not frown
upon a private enterprise method

| which, as always, involves some
| risk. We could all sit back and
refuse to make loans, but the re¬
sult could be that public funds

; would be diverted into , construc¬
tion, and our investors' funds
w.ould be placed in government
obligations the proceeds of which
would be used for housing. All
the functions, of the Home Loan

|Bank Board are related to the exr
jpansion of thrift and; sound home-
ownership. The members of your
organization are dedicated to
thrift and home-ownership like-

; wise, although your investments
are not so heavily concentrated
in home mortgages as is the case
with savings and loan associa-
jtions., V';

Under the circumstances, with
our mutuality of interests, or I
might sayidentity ' of interests,
we cannot permit ourselves to be
distracted j by arguments over
minor,competitive matters.
Rather,, we should join hands
against our real competitors, the
people who discount the benefits
jof savings, the people who .sneer
! at thrift, the people who, con¬

sciously ; or unconsciously, are

chipping away the cornerstone of
; industry- and - thrift/ which have
made this country what it is. :\ '
I am not here to sell the Bank

; System to you or to urge you to
become members: Henry *Powell,
in his recent address before the
Massachusetts Savings Banks, has
analyzed the pros and cons clear¬
ly and fairly., I can say, on behalf
of the Board, that 'the door; is
open and you >re welcome to.
membership if yqu decide to ap¬
ply. V, ;., \r*/rr

| r .This. iSr S.undgy mprping. - Mos.tr
jOf us have justr completed Svmir
day morning worship. It is an

;

ideal time , to. recall the teachings
of • Christ according, to St. Mat-%
thew, Chapten V,- Verses 1-12,
when He said: "Blessed Are the
peacemakers: for they shall he.
called the-children of -God."' At
:no time have we publicly raised
any question- about the safety or

soundness of any type of financial
institution or made any public
statements about the propriety of
any of their actions..
;,We believe that all financial
institutions, requiring the puhr.
lie confidence as they do, must
join in working to maintain that
confidence, and if action of any
kind is necesary to merit that
confidence, the action should, be
discussed in private. Any doubt
raised on the subject of manage¬
ment or insurance will not be
carefully analyzed by the public,
but will result only in a decrease
of confidence in all types of fi¬
nancial institutions,. So 1 urge,
you to join with us in discussing
any differences privately * and.
confining our public remarks *to
favorable ones, even about com-'
petitors for the savings dollar. I
have tried to point out that our

i real competitors are not other

financial institutions, but rather
are those who urge spending in-4
stead of reasonable saving. I have
often publicly urged all types of
financial institutions to join in a(
campaign to impress the Amer¬
ican public with the important
part played by our financial in¬
stitutions in financing an econ~.

bmy which provides the highest
Standard of living in the world,
and I repeat that plea to you
POW. ■ ■

^ I4ke yourselves, our Board be¬
lieves firmly in competition-r-
fair. and intelligent competition.;
That is what we heed .and should
welcome and respect, it is the
only system under which oiir fi¬
nancial institutions can thrive.'
What we really should fightr—

in my opinions-is monopoly and
those whd Wppld impose rigid
controls on the free operation jof
financial institutions. - ; '

i!"! :> >',(./! t \ v.d v -—•'

within that member's territories,*
the Articles of Agreement of .the
Bapk contain . provisions which
require such member to pay to
the Bank, within a reasonable
time, an additional amount of its
18% currencyr sufficient to main¬
tain the value, as of the time of
initial subscription, of the amount
of such currency held by the
Bank. •.V*-

Thirteen members of the Bank
have recently reduced the pan

values of their currencies with
the approval of the International
Monetary Fund; Since under the
Articles of Agreement.those mem¬
bers are automatically obligated,
to make additional, payments to
the Bank within a reasonable
time, the amount so payable, the
equivalent of $144,429,041, is
shown as a receivable on the
Bank's . Sept, 30 balance sheet.
This figure does1 not include
amounts which -the Bank would,
be entitled to Claim -from othe«)

World Bank's Profit Increases;;
„ In quarter ended Sept. 30, institution earned $3;|6?,980 compared
with $2,317,723 in same period $ year ago. Member nations that ;

have depreciated their currency, asked to contribute approximately - l
$144 million more to Batik's capital^ - •

-

A The International Bank for Reconduction gnd Deyjelppment .on
Piofil P| $3462,080)forrthetthree months ended

Sept. 30, 1949, the first quarter .of the Rank's fij^l<year» This co»H
Pared,-witk a pet profit of> $2,317,723? for Afee>ii«st Quarter of thct
preceding fiscal year., <£>
Gross income, for the quarter

{was $7,315,697 as compared With
$6,292,023 a year ago. In accord?-
anpe with its Articles of Agree¬
ment the Bank allocated $1,335,-
594 -to a Special Reserve. "This'
compared with $1,206,311' in the
same period a year ago. Admin-:
istrative expenses totalled $1,404,-
863 as compared with $1,055,765.
Interest payable on bonds of $1,-
712,224 was the same in both
periods. '-f
The net profit for the period

brought the total met excess of
income over expenses since the
iBank began operations to $16;.-
.804,074, exclusive of $9,409,734
{accumulated in the Special Re¬
serve,1 During the quarter ; the
Bank approved five loans which
increased: total loan commitments
from $650,100,000 .to $72fi,6Q0i0fl0.
[The loans were: Two to India to¬
talling $44,000,000; $15,000,000 to
the Herstelbank in the Netheiv
lands; $12,500.000 to Finland; and
$5,000,000 to Colombia. ;
J Disbursements on loans during
the quarter amounted to $15,149,-
903, making a total of loan dis¬
bursements to Sept. 30, 1949,, of.
$541,440,917. There remained!
$136,159,083 to be disbursed on
loans then in effect.

During the ... quarter Denmark
became the fourth country to
make available tQ - the Bank for

j lending purposes a part of its 18%
currency subscription. Denmark
made the equivalent of $120,000
in Banish kroner available to the
Bank. Other countries which have
made a part of their 18% sub¬
scription available for lending are
Canada, Belgium, and the United
Kingdom. In addition the United
States has authorized the loaning
of the full amount of its 18% cur¬

rency subscription. , \ >if.;

Concerning Maintenance of Cnr-
rency Values

All subscriptions to the capital;
! stock of the International Bank!
for Reconstruction and Develop-,
ment !are expressed in terms of
United Sfates dpllars of theweight!
and fineness, in. effect on July 1,
1944. -At present, the* capital sub-t,
scriptions of the 48 members of
the Bank total the equivalent of.-
$8,348,500,000. Of such subscript;
I tions 18% has been paid in- the.
currencies of the respective mem->
ibers. » This 18% portion of the
{member's c a pi ta l-subscriotions
'totals the equivalent of $1,502,-
730,000. • ■ - - "

i - Whenever the par value of a

{member's currency is reduced; or
wbeneyer the , foreign exchange
{value of a member's currency, has.
in the ooinlon of the Bank, de¬
preciated to a significant extent;

of the foreign exchange value ef
their currencies.

Raymondmien With
H. A, Rieckeh Go.
PHILADELPHIA, PA.— Ray¬

mond T. Allen, formerly Manager
of the Trading Department 'ci

Raymond T. Allen
f ; ' ; *

_ "r . . r " - . -

Hecker & Co., Philadelphia, h
now,associated with B. A. Riecke
&; Co., Inc.V 1528 Walnut Street,
members of Philadelphia -Balti¬
more;Stock Exchange,

NYSE Nonrinatmgr Com. -

Elects C. Wi"Bartow
! ClarcnceiW.iBartow, partner in
BrexeL-& Co., has been elected a

rpember.of the?Nominating Com--
mittee .of the New York Stock Ex-,
change, to fill the vacancy caused
bv the resignation of Joseph W.
Dixon.
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Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

Refunding of maturing obligations within the market itself, along
with some long postponed income buying, has given a buoyant-to-firm
tone to the government market. ... It did not take too much volume
lb break the market out of its inactive restricted range on the up side
because the quiet, selective acquisitions of investors had cut into the
floating supply of Treasury securities. ... It seems as though the
issues to be offered in the year-end refunding are now pretty well set
in the minds of most investors, and as a result of this they are mak¬
ing purchases of outstanding securities, in order to round out their
programs. ...

The partially-exempts have been the market leaders, espe¬
cially the 2%% due 1960/65 There are reports of good-sized
orders for this bond in the market. . . . The 27/Hs have also been
in for important buying as have been the other higher-income

] tax-sheltered issues. . . . The longer taxables have likewise been
in demand, although there has been considerable switching be¬
tween these issues themselves as well as between them and the
partials. . . . The demand for the tap bonds has broadened with
large amounts of these securities being taken on by the savings

, institutions. ...

LONG 2V2s HOLD SPOTLIGHT
According to reports, substantial amounts of the 2I/2S due

9/15/67-72 are being turned over, despite the comparative inactivity
of the government market. . . . The fairly even balance between
sellers and buyers has kept quotations of this issue from getting out
of line in either direction. . . . Commercial banks, as would be, ex¬
pected, are the main buyers, but in some instances they have also
been sellers, largely for the purpose of year-end adjustments. . . . The
remainder of the selling has come in not too limited amounts from
small non-bank holders who are using the proceeds to buy princi¬
pally the 1952 and 1953 eligible tap bonds. . . ."-,*•••
'

■ The largest buyers of the longest eligible issue have been the ^

big commercial banks, because these institutions continue to y

> lengthen maturities in order to maintain earnings. .... . It is indi-L.
cated many deposit banks believe the 2Hs due 9/15/67-72 are at &
attractive levels now, but if quotations should sag, they would

•Ht increase commitments in this bond. . . .lit is also evident that
•;. other deposit banks that have not been in the market so far. are •/
; prepared to take on the longest taxable obligation if they .come
! into the market because of year-end adjustments. . vi

PREMIUM NO BARRIER /'

Certain of the commercial banks which have been or will be in
the near future moving out of the 2,%s'due..9/)l5^67-7%'^or^special
reasons, are putting and evidently will continue to put the proceeds
mainly into the 2%% due 1960/65, despite the sizable increase in pre¬
mium involved in the transaction.... . . There has also been some
buying of the 2xAs due 1956/59, but this^iSsue is not getting the same
consideration that the longest partially-exempt is receiving. ■.*'

Out-of-town deposit institutions are also interested in mak- %
•'/ ing switches out of the 21/£s of September 1967/72 but they are

evidently reluctant to do so because it is more difficult to sell the *

idea of going into the high premium Issues. ? . ^

SELF-REFUNDING OPERATIONS
'

,
, The June and December 2s due 1952/54 are being well bought

by the large money center banks, with several fairly sizable trans¬
actions taking place in these securities. ... Switches are being made
out of the earlier 2s into the 1952/54 maturity and this is being classi¬
fied as a self-refunding operation. . , . Also the partially-exempts
that mature in December are being refunded through purchases of
the 2%s and the three issues of 2%s. . . . Although the tax-protected
issues have not been in ample supply because they are well held by
investors, there have been enough of the last four maturities coming
into the market to make the self-refunding switches advisable.
This operation has had a favorable effect upon quotations of the
longest partially-exempts. . . , ; ; ,

The restricted obligations continue to get attention from the
usual buyer, the savings banks. ... It seems as though the 1953
eligible maturities are n6w a bit more in favor than the Victory
bonds, although the latter obligations are by no means being ne¬
glected. ... It is indicated the 1964/69s are being acquired in
fairly sizable volume by non-banking institutions (other than the
large life insurance companies), particularly when the market
has shown a tendency to be on the defensive. . . . Switches are

also being made from the 2}4s due 1959/62 into the 2V>s due
1964/69. ... • . v

MARKET CONJECTURE

The December refunding is now coming in for greater attention,
although it has never been completely in the background. . . . There
seems to be no disagreement about the coupon rate, which it is be¬
lieved will be 1%% As to the maturity date, there is much
discussion, although many money market followers are now of the
opinion it will be a four-year obligation. ... A four-year 1%%
note would seem to fit very well into the present pattern of yields
and prices. . . . The December and January certificates, it is be¬
lieved, will be rolled over with a lJ/8% obligation. . . ; Unless there
is a decided change in economic conditions, it is indicated maturing
certificates will be refunded with iyas. . . . . ..

Even if there should be new developments in the business
situation, it is not expected there will be important fluctuations
in the certificate rate.... A range of %% is all that is looked for "
by some money market experts, even under extreme conditions.

Joins Revel Miller
/Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Ray¬
mond G. Miller is with Revel

Miller & Co., 650 South Spring
Street, members of the Los An¬

geles Stock Exchange.

Townsend, Dabney Adds
(Special to The Financial Chronicle)

BOSTON, MASS.—Carmelina
N. Mazzaglia is with Townsend,
Dabney & Tyson, 30 State Street,
members of the New York and

Boston Stock Exchanges. "';

Investment and Life Insurance
By SIIERWIN C. BADGER*

• ; * • Second Vice-President and Financial Secretary, 1
New England Mutual Life Insurance Co.

Answering question "should life insurance companies increase their common stock holdings," Mr. Bad¬
ger contends from financial standpoint common stocks in reasonable amounts are suitable for life insur¬
ance investment. Holds, however, any increase in such holdings should be gradual and carefully
selected. Favors legislation placing ceiling on percentage of insurance assets available for common

stocks.^ Says purchase of common stocks by insurance companies can exert healthy stabilizing effect on
stock price fluctuations.

The announced title of today's discussion is "Equity Investment and Life Insurance/*
I am going to concentrate on what is the most controversial and certainly the most chal¬
lenging part of this broad subject, namely: "Should life insurance companies increase their

Sherwin C. Badger

holdings ...in ■#-
common

stocks?"
For some

time we have
been hearing .

a good deal
about the

shortage of
equity or risk
money. Two
recent state-*
ments; by
Chairman
McCabe of the

Federal Re¬
serve Board
have been
notable exam-.//, ' <

pies. In one of these statements
he emphasized his conviction that
life insurance companies should
beimportant "source of new
common stock, money. I suspect
that We aire likely to hear more

rather than less debate on this

question in the months ahead.
The problem -of the future sup¬

ply-of' equity -money, has already
become extraordinarily important.
If recent broad social and finan-

may well
become crucial, as it has in Eng¬
land.

• What is the problem? "Of course,
there ^are many , facets to it, but
in simplest terms it seems to me

it':-lines up "abpiit" as follows.
Whether we like J it or not, gov¬
ernment is assuming .more and
more responsibility for the wel¬
fare and alleged security of the
people." To meet The..costs, gov¬
ernment is faking more and more
money from the people, either di¬
rectly by Taxation or indirectly
by inflation, which, among other
things, is the equivalent of a cap¬
ital levy, on the thrifty:
The more the government takes

from the people, the less they
have available for savings. Hence
these savings, so difficult to ac¬

quire, become unusually precious
if they are lost through risky

investment, they are not easily
replaced. It is therefore only
natural, and quite understandable,
that these savings should seek se¬

cure outlets, and this is exactly
what they have been doing. The
rapid growth of life insurance, of
savings accounts and personal
holdings of government bonds as

compared with the trickle of new

savings going into common stocks
should be sufficient proof of the
trend.

Drying Up Sources of Equity
Capital V".;. . >. ;•

All of us in this room are only
too painfully aware that the
progressive income tax falls most
heavily on the middle and upper
income bracket earners, the very
people who formerly were the
most important source of new*

common stock money. It is lit¬
erally true that the average sal¬
aried man or professional worker,
Ipless he is fortunate enough to
have a substantial backlog of past
savings accumulated before the
era of high income taxes,- or un¬

less he is unusually lucky in
speculation, has little hope today
of being able.to accumulate an

adequate estate by any other
savings mechanism except life in¬
surance. With high taxes and
low interest rates,, he simply can-

*An address by Mr. Badger be¬
fore the Bond Club of Baltimore,
Baltimore, Md., Oct. 11, 1949.

not build up an estate fast enough
any oiher way, and the risks are
great that he will - die before
reaching his saavings goal. Hence,
he hires an estate by paying life
insurance premiums.
Then on top of this tax trend

there is a trend toward imposed
savings plans. Social security and
private business employee pen¬
sion plans are examples, * The
House Committee's version of the
revised Social Security Bill would
in a few years syphon off 6V2%
of annual wages—syphon them off
into a huge fund to be adminis¬
tered by government,

1 The point is that to an ever

growing degree saving is being
made more difficult, and also to
an ever growing degree what sav¬
ings there are are being directed
either into government pension
funds or into private institutions
such as life insurance companies
and savings banks. Neither the
government pension funds, nor the
funds administered by savings
institutions are now available for

equity or common stock invest¬
ment except to a minor degree—
instead they are preponderantly
invie^eS'Tn debt instruments such

as -Teal"1 estate mortgages and
bonds/ .

v Common Stocks and Life
r Insurance Companies

;Where, then, is our future
equity money to come from?
Many - suggestions have been
made, and included in most of
them is the proposal that life in¬
surance funds can and should

help to fill the equity void. I do
not see how life insurance can

escape coming to grips with the
problem,,: difficult though any
solutions may be.
/ There is nothing new about the
idea of common stock ownership
by life insurance companies. One
of the first three investments
made by my company exactly 105
years lago, for instance, was not
only a common stock, but the
common stock of a railroad that
was still in the early stages of
construction, namely the Boston
and Providence Railroad. Com¬
mon stocks played a prominent
role; in the portfolios of many
American life companies during
most of the 19th century. Most
European life companies own a
substantial amount, of common

stocks, their holdings frequently
running in excess of 30% of their
total assets.

Around the turn of the century
all this was changed in the U. S.
The famous Hughes, or Arm¬
strong/ investigation brought to
light abuses by certain companies,
and the Hughes report strongly
condemned common stock own¬

ership. As a result many states
redrafted their insurance statutes
and prohibited common stocks as

life insurance investments." New
York was one. of these prohibit¬
ing states, and since most of the
larger companies . domiciled in
other states do business in New

York, and since such companies
must "substantially" comply with
the New York investment provi¬
sions. the New- York law has
exerted a dominant influence on

the national pattern of life in¬
surance Investment. ' V; . .

Another deterrent to common

stocks came in the early 1930's
when the Canadian Government
had to lend support to a life com¬

pany that had a heavy concen¬
tration in common stocks, espe¬
cially in utility holding company*
securities. . V /

But in spite of all this back¬
ground of criticism, the fact re¬
mains that a substantial number
of* life companies have owned
common stocks for many years, in
modest amounts. Recently the
number of companies that have
added to their common stock

holdings has increased. It may-
surprise many of you that at the
end of 1948, forty-two of the
hundred largest life companies
had at least 1% of their assets
in common stocks. " .

, These 42 companies would not
own common stocks unless they
thought they had a legitimate
place in their portfolios. This is
borne out by the expanding agi¬
tation to liberalize the investment
restrictions of various states, or to
conduct investigations designed to
throw further light on equity in¬
vestment for the guidance of
legislators and life insurance in¬
vestment officers.

New Investment Outlets Needed.

In the late thirties and early
forties, the main argument for
liberalizing the laws was that new
investment outlets for life insur¬
ance funds were needed.' You all
know the extraordinary difficulty
fiduciary institutions had during
those years to find investments
at reasonable rates' of return. The

supply of traditional institutional
investments, namely long-term
debt instruments, was shrinking,,
while investment funds were ex¬

panding. The figures are startling.
In the 15 years ended in 1945,
private long-term debt, including
real estate mortgages, declined by
roughly $22 billion. In the same

period the assets of life insurance
companies increased nearly $26
billions. Is it any wonder that m-
-terest rates fell and that life

companies intensified their search
for other investment outlets such.,
as direct ownership of real estate*
preferred and common stocks? /
More recently emphasis in the

discussion of common stocks and
life insurance has shifted to the
broader underlying base, namely
the welfare of the economy as a
whole. It has become part and
parcel of the national problem of
the shortage of risk bearing capi¬
tal. ,, V.

.

The real questions involved, it
seems to me, fall into three cate¬
gories. First, are common stocks
suitable investments for a fidu¬
ciary institution if its contractual
liabilities are expressed in a fixed
number of dollars? In other words,
might ,. investment-. in . common

stocks with fluctuating values
and no maturity jeopardize a life
company's ability to meet its con¬
tracts? Second, might the owner¬
ship of common stocks impair
public confidence in ..life com¬

panies? ; Third, if the answers to
these questions are favorable to
common stocks, can legal andt
technical impediments be over¬
come? "*

Before attempting . to answer
whether stocks are suitable for
life insurance investing. I should
like to emphasize that both the
objectives and the opportunities
of investment for a life company
°re uniaue. What would seem to

be investment axioms for many
investors may not necessarily be
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axioms in the life insurance busi¬
ness. •' /. ■

j • Ask yourselves what other in¬
vestors with which you are fa¬
miliar, whether institutional, trus¬
tee or personal, have the follow¬
ing important characteristics: t
First, life companies are truly

long-term investors because their
contractual liabilities are* long-
term also. '■ ,*;■ * ' : ;
Second, even in severe depres¬

sions cash inflow exceeds \ gash
outflow—this was true even ; in
1932 and 1933. Therefore life

companies are almost, if not en¬

tirely, freed from necessitous
liquidation to meet liabilities.
Third, unlike individuals or

other investors, life * companies
retain the bulK of their invest¬

ment income and reinvest it at

compound interest. I cannot over-
stress tne significance of this fea¬
ture. A life company builds up
its capital funds not only out of
original principal sums received
periodically in the form of in¬
surance premiums, but out of
compound interest as well, plus
-or minus realized (not paper)
capital gains or losses. What other
investors are in this unusual po-
sition?

The first objective of life in¬
surance investment must, of
course, be safety of principal; but
this is not the only consideration
by any means. A high rate of
income return, retained and com¬
pounded over a period of years,
will more than offset even severe

losses on original principal. Let
me give you an extreme example
to illustrate the point. The Boston
& Providence stock which my

•company purchased T in 1844 was

finally sold in 1945, after the rail¬
road had gone into receivership.
The capital loss was 57% of the
original investment. But during
,©ur 101 years of ownership we
received dividends totaling 839%
of the original investment, and
most of this income was retained
and reinvested. . Even after ab¬

sorbing our capital loss, the an¬
nual average return over the 101
years was 7.7%. Heaven knows
what the figure would be if the
oividends were figured at com¬

pound interest!
The mathematics of compound

interest are truly astounding.
Most insurance policies issued to¬
day are based upon the assump¬
tion that the reserves behind the

policies will be built up at a rate
of 2,%% compounded. If, over a

30-year period you are able to
invest in bonds at today's average
rate of around 2%%, or V\%
-above the required rate, this extra
%% compounded will enable you

>,to absorb a capital loss of 6%.
'But if you can invest at an aver¬

age of 5% (which is well under
the going rate on good common
stocks today), you can absorb out
of the extra income a capital loss
of nearly 80% at the end of 30
years. \ V-',-
I have already mentioned that

42 of the 100 largest life com¬

panies do invest in common
stocks. My company is one of
these, though our common stocks
amount to only about 2% of our
assets. You may be interested in
some practical results over a very

■trying period, namely starting at
the end of 1929, at the peak of
The boom, and through 1948." Our
•total dividend returns on common

stocks over these 18 years have
amounted to almost exactly 5%.
If to this is added the net gains
and losses actually realized, the
return has been nearly 5V2%- This
Is the "record over 18 difficult
years. In 1948 alone, our dividend
return was approximately 7% on
the investment.

These results, I hasten to point
"out were not due to unusual
luck or unusual skill. I should

'say our selection of stocks has
■been about average. We have,
however,- in recent years been
operating under a broad plan
which makes us progressive sell¬
ers in rising markets and progres¬
sive buyers in falling markets.
.This plan may have saved us from
perhaps the'-greatest-pitfall in¬

volved in common stocks, that of
succumbing to . overenthusiasm
when everything looks good and
to v overpessimism when things
look bad. *, '

Well, you may say, what about
the market fluctuations, especially
in bear markets? My answer is
that unrealized and temporary
paper losses no more affect a life
company's ability to meet its con¬
tracts than a temporary decline
in quoted real estate prices affects I
the ability of your house to fur¬
nish you a place to live. I again1
emphasize that because of the
nature of its cash flow a life corn-!

pany does not have to liquidate
and can ride through periods of
low quotations without jeopardy.
From the straight financial

standpoint, therefore, it is my
conclusion that common stocks in
reasonable amounts are suitable

for life insurance investment.
Would the public's inherent con¬
fidence in the absolute security
of their life insurance be weak¬
ened if life companies should in¬
vest more heavily in common

stocks? Frankly, I don't believe
anyone can say for sure. It seems
to me the practical answer to this
is that soundly administered life
companies would embrace a com¬
mon stock program slowly and
carefully, with only a small part
of their assets so placed, at least
until they had been able to build
up substantial reserves out of ex¬
cess income. „ Furthermore, it is
my belief that permissive legis¬
lation would put a ceiling on the
percentage of assets That could be
placed in common stocks, just as
the laws governing life insurance
Investment in direct ' real estate
'ownership do.V'^;'•
Just a word as to some of the

technical problems. The first and
foremost is the passage of enab-i
ling legislation. It must be rec¬

ognized that there are a great
many people, including influen¬
tial insurance leaders, who sin¬

cerely; feel that common stocks
should continue to be prohibited.
Quick legislation is unlikely, but
economic and other pressures may
become irresistible.

Obviously, several important
questions must be answered, and
I believe they can be. If common
stocks are to be permitted, there
will have to be some limitation
not only as to total stock invest¬
ments but holdings in any single
issue. Involved here is the ques¬
tion of alleged control of corpo¬
rations by life companies through
ownership of voting stocks. A
sound answer will have to be
found as to how common stocks
should be valued for balance
sheet purposes. If the present re¬
quirement, namely valuation at
market as of the year-end, is con¬

tinued, it would automatically
make most life companies pause

before investing appreciable per¬

centages of their assets in stocks,
because it would subject their
surplus accounts to the untender
mercies of unpredictable market
swings.

Finally, the question will prob¬
ably be raised as to whether all
life companies are sufficiently
well staffed to manage common

stocks, or whether some com¬

panies might not be tempted to
speculate rather than to invest.

Whether or how soon life com¬

panies will invest more heavily
in the common stock field is

something only time will answer.
Most observers think the trend is
rqnning in favor of stocks, If so,
I believe the life companies could
make a significant further con¬
tribution to our national welfare.
I believe they eventually could
exert a healthy stabilizing effect
on stock fluctuations. Surely, if
only an insignificant part of the
nearly $60 billion of life insur¬
ance funds are to furnish equity
capital, the search for new equity
from other sources will have to

be intensified. Otherwise, I am

afraid, we shall either have more

and bigger RFC's, or an economic
system so brittle that society will
no longer tolerate it.

Jos. Dixon, V.-P. of
American Securities,
Friedlaender Director
The election of Joseph W. Dixor

as a Vice-President of Americar
Securities Corporation was an¬
nounced by E. F. Connely, Presi

Joseph W. Dixon ; H* N. Friedlaender

dent. H. N; Friedlaender has been
elected a member of the board of
directors. ; \

Mr. Dixon was formerly senior
partner of the New York Stock
Exchange firm of Graham, Par¬
sons & Co., which recently merged
with Hemphill, Noyes & Co.
Mr. Friedlaender in his new

capacity will continue to bear the
responsibility for the personal in¬
vestments of William Rosenwald,
Chairman of the Board of Amer¬

ican Securities Corporation and be
closely associated with this invest¬
ment banking firm. Before the
war Mr. Friedlaender, a Doctor oi
Law of the University of Lau¬
sanne, Switzerland, had been an
international arbitrageur with the
New York investment firm of
Abraham & Company, Earlier he
had been with P. N. Kemp-Gee &
Company in London.

Dr. Rogue to Retire
As V.-P. of Chase Bank
Dr. Joseph E. Pogue, dis¬

tinguished oil economist and head
of the Chase
National

Bank's Petro¬
leum Depart¬
ment, will re¬
linquish h i s
position as a

Chase V i c e-
President at

the end of the

year but will
retain his

close affilia¬
tion with the
bank in a con¬

sulting and
advisory ca-

pacity on a

part-time ■ /; '.$]
basis. He will continue to have
his present office in the Chase
building at 18 Pine Street.
Dr. Pogue came to the Chase

in 1936 at the invitation of Chair¬
man Winthrop W. Aldrich to or¬
ganize a petroleum department,
a new development in the field of
commercial banking. The depart¬
mental staff now includes offi¬
cers specializing in oil loans, as
well as engineers, geologists and
statisticians with long experience
in the oil industry.
Dr. Pogue's analytical studies

and addresses dealing with pe-
roleum are widely read and
quoted. His two most recent
studies, "Oil in Canada" and "Oil
in Venezuela," have received high
nraise from oil industry execu¬

tives. \

Mervyn Stiizer With
White, Weld & Co.
White, Weld & Co., 40 Wall St.,

New York City, members of the
New York Stock Exchange, an¬

nounced that Mervyn B. Stitzer is
now associated with the firm. Mr.
Stitzer was formerly New York
manager for Hill & Co

Joseph E. Pogue

Securities Salesman's Corner
===== By JOHN BUTTON

Is It Listed?
4

This question is asked over and over again by security buyers
when a salesman offers a security that is traded over-the-counter.
Although most professional investors realize that some of the most
attractive values are available in the unlisted markets, there is no
doubt that the resistance of security buyers to investments that are
not listed is always present. i, _ ; 4.

I would like to explore this problem and see if there is not some
way by which a method of overcoming some of this sales resistance
can be devised. Of course, most dealers and securities salesmen who
are enjoying a successful business have been able to convince their
clients that listing in and of itself, is no guarantee of either market¬
ability, or the attractiveness of any security. But this boils down
to a matter of individual salesmanship, of which there are many
different variations, and answers to the objections, proposed by
prospective purchasers of these issues.

Until about the year 1930 security dealers were able to secure
new issues of prime corporations for resale to their clients. These
issues were almost immediately listed and the sales resistance
encountered was negligible. All this has changed. The coming of
the New Deal with its cheap money tactics and its high taxes on
incomes above $10,000 a year, has eliminated both the offerings of
attractive bond issues (except for institutional investors) and also
common stock issues.

Today high grade bond issues of the largest and strongest cor¬
porations are selling to yield about 2%% to 3V4%. This return is
not attractive to individual investors who, in turn, have to pay a
high personal income tax on even this small return. As far as com¬
mon stock issues go, the larger corporations have found it so easy to
borrow money at low interest rates that they have been doing so
rather than increase the total amount of equity participations out¬
standing. This condition has also been aggravated by the fact that
the government's monetary policies have loaded the commercial
banks and the insurance companies with a heavy surplus of invest¬
ment funds, and they have eagerly subscribed to all the low paying
bond issues because they have been forced to do so. < .;;

So the retail securities business has changed. The bond sales¬
man who used to carry a rate book and who went out and sold his
five or 10 bonds to one or more individual investors each and every
other way has now passed out of existence. He is now replaced by a
salesman who works for one of a few big houses that participate in
the issues of these larger institutional borrowers. The (so-called)
salesman is usually nothing more than someone who is well connected,
pleasant in his manner, a good companion and an order taker. They
wait for one issues after another and placidly fill the orders of their
avid institutional clients whenever these 2%% to 3M>% triple AAA
bargains come along. : "

Meanwhile the real merchandising of unlisted issues—the real
selling—that is still being done in the retail securities business is by
the smaller houses. A few of them operate in some of the larger
cities but many of these firms are in smaller towns and the rural
areas. Sometimes they are one or two-man firms, or they have only
a few, to a dozen cr more salesmen. They are out in the highways
and byways of this country trying to sell the issues of many of our
smaller corporations whose securities are not listed on any exchange.
These are the firms that have had to sell such issues EECAUSE
THEY HAVE HAD NOTHING ELSE TO SELL ALL THESE YEARS.
Very often they have not been able to participate in the special
offerings of a few thousand shares (of listed issues) that have been
quickly gobbled up by Stock Exchange houses and other well-con¬
nected firms that are in the favored group, and always obtain at
least a small portion of these attractive and quick moving offerings.

Meanwhile they see the National Association of Securities Dealers
being dominated by officials who are members of this favored clique.
They have seen attempts to limit their profit margins by this same
group who do not have the problems to face which they must wade
through day after day. The 5% mark-up rule is a device which these
larger, important firms through the misuse of the powers of the
NASD have been attempting to intimidate those firms that are not
among the favored few. •

This hard core of what is left of the smaller firms whd are

retailing securities in this country has been subjected to inuendo and
abuse by some of the so-called holier than thou big shots within and
without the officialdom of the NASD. Nevertheless, the smaller
dealers of this country go on and plug away. They have turned to
Mutual Funds in many cases, not always because they think the
funds are so well managed, or the best possible merchandise they can
sell to their clients, but (as Mr. J. C. Stubner, of Stubner & Co.,
Pittsburgh, Pa., in his letter to the "Chronicle" on Sept. 29 said: "The
funds are the next best thing—they give the unlisted dealer an
opportunity to sell listed securities and still make a profit").

Recently we received a letter from a dealer in Chicago and he
said: "Since June the listed market has had appreciable gains but
many of the unlisted issues are on the bargain counter. ... I wonder
if we have salesmen or order takers in our business." To this, ;SI
would reply, we have salesmen all right . . . they are doing the best
that they can with the tools they have with which they work. There
are a number of changes that should be made in the retailing 6i
securities today. These problems which plague the industry are
fundamental and they are serious. Each salesman and each firm can
do a bit toward overcoming the difficulties involved in retailing
slow moving, unlisted, securities of smaller firms. But that alone is
not the answer. The whole problem needs an airing. The Secur¬
ities and Exchange Commission and the National Association of
Securities Dealers both do not understand what is wrong with the
retail securities business, and has been wrong with it for almost 15
years.

I But there are thousands of smaller firms who do know what
is wrong. They know the answers too. Even if the problem has
not been solved so far, possibly a little more light on the subject
would be very timely right now. If any of the readers of this column
have an urge to open up this subject further I am sure that our
good friend, the editor of the "Chronicle," will be pleased to have
this column turned over for such a purpose. Future articles will
follow ... possibly we can at least help one another by some
frank discussion along these lines. :

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



THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, November 3, 1949

NewsAbout Banks
CONSOLIDATIONS,
NEW BRANCHES

NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

and Bankers

At a regular meeting of the Debentures to Investors Diversi-
board of directors of The National fied Services, Inc., and Investors
City Bank of New York, held on Syndicate of America, Inc., it is
Nov. 1, Leon B. Frey and Rutger announced by Arthur S. Kleeman,
B. Miller, Jr., were appointed As- President. Including f these de-^
sistant Cashiers. :T V bentures, which, it is stated, are

* * * fully subordinated to the deposits
'

N. Baxter Jackson, Chairman of, of the banking house, the institu¬
te Chemical Bank & Trust Com- tion's capital funds now total m
pariy of New York announces the I excess $3,700,000. In his an¬

nouncement Mr. Kleeman said:
"An increase of the capital

funds of Colonial Trust Company
was prompted by the rising num¬
ber of our national accounts and
the growing volume of our inter¬
national business. Our enlarged
capitalization gives our banking
house a wider field of usefulness,
especially at a time when so many
banks of moderate size have been
absorbed by larger institutions."
In its weekly "Bulletin" dated

Oct. 28, the New York Banking
Department stated that it had
gfanted authorization to the Col¬
onial Trust "to issue \xk% capital
debentures in the aggregate prin¬
cipal amount of $1,500,000."

V'.'H'/•/ M;:v' /

William Edward Campion was

'guest of honor at a dinner-dance
given on Saturday, Oct. 29 at the
Roosevelt Hotel, by the Bank Club
of the East River Savings Bank of
New York. Trustees, members of
the staff and guests of the Bank
ClUb celebrated the 50th Anniver¬

sary of Mr. Campion with the
bank. Now a retired resident of

Montclair, N. J. Mr. Campion has
known six of the nine Presidents
of the East River Savings Bank
and has witnessed the passing
years of progress. The bank grew
from deposits of $14,412,000 to five
offices, totaling $301,000,000 and
194,700 depositors in the interven¬
ing years. • '

appointment of Frank P. Beattie
as Assistant Vice-President of the
bank to be identified with the
handling of its business in New
York State. Mr. Beattie attended
Massachusetts Institute of Tech¬

nology.- Until his appointment by
the Chemical Bank he was a Vice-
President of the Central Trust

Company of Rochester, N. Y. and
has been Chairman of Group 2
of the New York State Bankers
Association, /. ://;/

■ ■'
* & ^

; The , Chase National Bank of
, New York announced on Oct. 31
the establishment of a discretion¬

ary common trust fund to begin
functioning immediately. The
.plan for the fund, entitled the
First- Discretionary Common
"Trust Fund of The Chase National

Bank,-has been approved by the
.New York State Banking Board
! and by the Chase board /of di¬
rectors. A discretionary fund per¬
mits investment in securities other
than those legal for trustees. The
purpose of the fund, according to
sttie bank, is to benefit persons of
• moderate means who wish to cre¬

ate trusts by combining the funds
of a number of smaller trusts and

. investing them, together. , This
will achieve the advantage of
wide investment diversification

• for both principaLand income. A
number of individual trusts have

< already been scheduled for ad¬
mission to the fund, the bank an¬
nounced. The fund will be super-

• vised by the trust investment
committee of the board of direct¬
ors. Harry M. Lyter, Personal

? "Trust Officer, has been appointed
. as Administrative Officer,

\ Harvey D. Gibson, President of
< Manufacturers Trust Company of
•New York announces that Harold
F, Conley of the bank's Columbus
Circle Office has been appointed
an Assistant Secretary. Mr. Con-
ley began his banking career in

k

1927 With the Capital -National
Bank which later merged with

; Manufacturers * Trust Company.
He returned from military serv¬
ice'in 1946 and was assigned to
■Columbiis Circle Office as Assist-

•

ant Manager. '■/ •'./ •
*

• * *

Stockholders of the National
Bronx Rank of- New York, at

: 159th Street and Melrose Avenue
approved on Oct. 27 the plans for

, the sale of most of the banks as-,
j sets to the Manufacturers Trust
v. Company of New York. The plans
-

were referred to in, these columns
Oct. 20, page 1559. It is under¬
stood that 82,393 shares of stock of
the Bronx bank, out of a total of
1(10,000, were represented at the
Oct. 27 meeting, and that all ex¬

cept 140 shares of the total repre-^
sented ratified the merger which

. is stated to become effective Nov.
18, instead of Nov. 10, as previ-

i ously announced. The officials of
.the Bronx Bank, are indicated as

saying that since that bank will be
placed in liquidation, and certain
of the assets will not be trans¬
ferred to the Manufacturers Trust
it cannot yet be determined what
the bank's shareholders will
eventually receive.

* t *

Colonial Trust Company of New
York has sold $1,500,000 capital' ment

The monthly tax budget pay¬
ments made by home owners to
South Brooklyn Savings and Loan
Association of Brooklyn, N. Y.
will hereafter be compensated by
interest allowance at the same

rate charged on the mortgage,
Andrew S. Roscoe, President of
the Association has announced.
The new plan, which went into
effect at this tax period, has thus,
beginning Nov. 1, reduced the in¬
terest cost to the property own¬
ers. The institution, Mr. Roscoe
explained, collects one-twelfth of
the annual taxes, water rates and
insurance; premiums from the
the home owners each month and

performs the service of paying
the taxes and other budget items
when they are due. There is no

charge for this service. Up to
now, he continued, the payments
were put into a separate tax bud¬
get account, drawing no interest.
With the new plan, the tax money

payments will be credited to the
mortgage which allows an interest
saving at the rate of the mortgage,
which is at least twice the current
rate of interest paid on savings by
any local banking institution, he
said. It is estimated that a home
owner will benefit at the rate of

$59 on a $3,000 mortgage, he
pointed out. Taxes approximating
$400,000 will be paid to the City
of N'ew York at this tax period by
the Association on behalf of over

3,000 home owners on whose
properties it holds mortgages.

* if * , .. ■]

Fred Gretsch, President of the
Lincoln Savings Bank of Brook-
lyh, N. Y. has aiinounced the ap¬

pointment of Edmond G. Murphy
as Comptroller. Mr. Murphy, a
certified public accountant was

formerly associated with the Gen¬
eral Steel Products Corporation
and the State Banking Depart-

Emil N. Baar, member of the
law firm of Baar/ Bennett & Ful-
len of New York, has been elected
a Trustee of the Brevoort Savings
Bank of Brooklyn; N. Y. Richard
A. Brennan, President, announced
on Oct. 26. Mr. Baar is President
of the Jewish Hospital of Brook¬
lyn, and Trustee of the Brooklyn
Jewish Community Council " and
of the Federation of Jewish Phil¬

anthropies, as well as a former
President of Union Temple in
Brooklyn'. Mr. Baar is Vice-
Chairman of the Republican
County Committee of Kings
County as well as a member of
the Advisory Board of the Manu¬
facturers Trust Company of New
York.

if if if

The New York State Banking
Department has approved a cer¬
tificate whereby the capital stock
of the Buffalo Industrial Bank of

Buffalo, N. Y. is increased from
$400,000 to $500,000. The stock is
in shares of the Par value of $10
each. Announcement of the in¬

crease was made by the Banking
Department on Oct. 7. 1 *'0:'

if S|i if

A merger of the Manufacturers
& Traders Trust Company of Buf¬
falo, N. Y. and the Lockport Ex¬
change Trust Cdmpany of Lock-
port, N. Y. has been approved by
the directors • of the two institu¬
tions, and subject to the approval
of the stockholders will become
effective Nov. 30. Announcement
of the plans were made known on
Oct. 25 by Lewis G. Harriman
President of the Manufacturers &

Trader^, and Samuel , M. Johnson,
President of the Lockport institu¬
tion. The latter was organized
on Dec. 2, 1944 under the name of
the Exchange Bank of Lockport.
The Manufacturers & Traders
Trust on June 30 last reported
assets of $242,679,915, while, the
Lockport Exchange Trust on the
same date reported assets of $13,-
333,430, according to the Buffalo
"Evening News" of Oct. 25 which
said:

"The merger will be effected by
the exchange of two shares, of
Lockport Exchange Trust "stock,
with a par value of $5 a share, for
one share of M.. & T. Trust stock
with a par value of $10 a share.
The Lockport Exchange Trust will
pay a dividend of $1.15 a share to
its stockholders prior to the
merger. All the directors, officers
and employees of the Lockport in¬
stitution will continue with the

enlarged Manufacturers & Trad¬
ers Trust."

The stockholders of the Phoenix
State Bank & Tnust Company of
Hartford, Conn, on Oct. 25 ap¬

proved plans to reduce the par
value of its stock from $100 to $25
each, and to increase the number
of its shares from 16,000 to 64,000.
Approval was also given to plans
for the declaration of a stock div¬
idend of 25%, the stockholders
also at the same time authorizing
the transfer of $400,000 from the
surplus on undivided profits to
the capital in furtherance of the
plans to increase the latter from
$1,600,000 to $2,000,000. / These
plans are incident to the proposed
merger of the Capitol State Bank
of Hartford (the name of which
was recently changed from the
Capitol National Bank & Trust
Co.); with the Phoenix State
Bank & Trust, references to which
appeared in these columns July 7,
page 72, and Oct. 13, page 1464.
Under the terms of the merger, it
was noted in the Hartford "Cour-
ant" of Oct. 21, the stockholders
of the Capitol Bank will receive
2V2 shares of the Phoenix State
Bank stock for each Capitol share
(par $25) they hold; the Capitol
Bank had a capital of $300,000.
The "Courant" added that the ex¬

change equivalent for Capitol
stock at the market is about $135
a share. The Capitol will be op¬

erated as a branch of the Phoenix
State Bank.

# *

Harry B. Dembe, President of
the Broadway National Bank of

Bayonne, N. J. died on Oct. 22.
He was 63 years of age. Mr.
Dembe was also Terasurer of the
Hudson County Bar Association,
and according to special Bayonne
advices to the Newark "Evening
News" was associated with his
brother Charles in the law firm of
Dembe & Dembe.

The directors of the Corn Ex¬

change National Bank & Trust
Company of Philadelphia have
elected Ellis B. Ridgway, Jr. as

Vice-President, effective Nov. 1,
it is noted in tne Philadelphia
"Evening Bulletin." Mr. Ridgway
heretoiore held the oftice of As¬

sistant Vice-President.
if if if

John A. Byerly who has been
associated with the Fidelity Trust
Company of Pittsburgh for 21

years, has been elected Vice-Pres¬
ident and Trust Officer, succeed¬
ing the late George C. Burgwin,
Jr. who died Oct. 8. Mr. Byerly
had already been a Vice-Presi¬
dent, and was elected a director
this year, it was noted in the
Pittsburgh "Post Gazette" of Oct.
24/ 1949.

if if ■

Through a stock dividend of
25% on its common stock the
National Bank of. Jackson, ai
Jackson, Mich., has increased its
capital from $400,000 to $500,000.
The dividend was payable to
stockholders of record Oct. 11, the
enlarged capital, it is stated hav¬
ing become effective Oct. 19.

4: J" if if

The Amarillo National Bank of

Amanita, Texas, has enlarged its
capital to $1,000,000, according to
advices made available by the
Office of the Comptroller of the
Currency. In the process of rais¬
ing the ; capital it was . first in¬
creased from $265,000 to $750,000,
by^i stock dividend of $485,000,
arid the final step in bringing the
capital up from $750,000 to $1,-
000,000 was accomplished through
the sale of $250,000 of new stock.
The new capital became effective
Oct. 18.

if if if

As a result of discussions with
the stockholders of the Capital
National' Bank of Sacramento,
Calif, with a view to the acquisi¬
tion of the bank's outstanding
stock, that institution will soon
become the key Sacramento Val¬
ley office of the Anglo California
National Bank of San Francisco,
according to an announcement by
Allard A. Calkins, President of
Anglo Bank. According to Mr.
Calkins no major changes are

planned in the administration of
the Sacramento institution. All
officers and members of the staff
will continue in the employ of
Anglo Bank and will participate
in Anglo's pension plan and other
personnel benefits. It is contem¬
plated that the present directors
of the Capital National Bank will
compose Anglo's Sacramento Ad¬
visory Board and that the Sac¬
ramento office will be named the
Capital office of Anglo Bank.
George C. Bassett is Chairman of
the Board of the Capital National,
and Lee L. Madland, is its Presi¬
dent. When the transaction is con¬

summated, the Capital office will
be Anglo's 28th office in northern
and central California * and the

Anglo system will have assets ex¬

ceeding $600,000,000. The Capital
National Bank, an outgrowth of
a bank chartered in Sacramento
in 1893 and nationalized under its

present title in 1911, has deposits
of approximately $95,000,000, cap¬
ital, surplus and undivided profits
of more than $5,700,000 and total
assets in excess of $100,000,000.
The Anglo and the Capital Na¬
tional have enjoyed a close rela¬
tionship for many years. The
Anglo is the Capital's major San
Francisco correspondent.

if if if

Francis H. Marsh, Chairman of
the Board of the Bank of Toronto

(head office Toronto), died on Oct.
23. Mr. Marsh, after previous
banking experience joined the

staff of the Bank of Toronto in

1921; according to Collingwood
advices to the Toronto "Globe and
Mail." Mr. Marsh in 1938 was

made General Manager, in 1941
he became a Director of the bank,
and the following year President
He was appointed "Chairman of
the Board in 1942. He retired in
1947; At his death he was 74

years of age.
* if if "

G. L. Stewart has been elected
a director of The Royal Bank of
Canada, head office Montreal, the
bank announced on Nov. 1. Mr.
Stewart is President of Imperial
Oil Limited.

Washburne Heads

CHICAGO, ILL. — Hempstead
Washburne, Harris,. Hall & C04
Chicago, was elected Chairman
of the Central States Group of the

Investment

Bankers As^-
sociation of

. America at.

the annual

meeting of
the Group
Oct. 28. He

succeeds An-,
drew M.
(Baird of A. G.

"Becker & Co.,
Inc. Other of¬

ficers elected
• are: ;?

Charles R.
P e r r i g o,
Hornblower
;& Weeks,

Vice-Chairman; Holden K. Far-
rar, Smith, Barney & Co., Secre¬
tary-Treasurer.
New members of the Group

Executive Committee are: Ed¬
ward C. George, Harriman Ripley
& Co., Inc.; George S. Channer,
Jr., Channer Securities Co.;
Thomas • W. Evans, Continental

; Illinois National Bank and Trust

Co.; Lee H. Ostrander, William
Blair & Co.

The new officers and members

of the Executive Committee will
take office following the annual
convention of the IBA, Dec. 4-9 at
Hollywood, Florida.

H. Washburne

Ohio Valley Group of
IBA Elect Officers
LOUISVILLE, KY.—At the an¬

nual meeting of the Ohio Valley
Group of the Investment Bankers

Association, Todd Cartwright,
Sweney, Cartwright & Co., Colum¬
bus, Ohio; was elected Chairman.
Other officers elected were Camp¬
bell Johnson, W. E. Hutton & Co.,
Cincinnati, and Milton Trost, Steini
Bros. & Boyce, Louisville,-Vice-
Chairmen; and John Greene,
Greene & Brock, Dayton, Secre¬
tary and Treasurer. Elected mem¬
bers of the Executive Committee
were Dillman Rash, J. J. B. Hil-
liard & Sons, Louisville, Ky.;
Wood Hannah, Bankers Bond Co.,
Louisville, Ky.; H. J. Hoermann,
Provident Savings Bank & Trust
Co., Cincinnati; Stanley McKie,
Weil, Roth & Irving Co., Cincin¬
nati; John Heimerdinger, Walter,
Woody & Heimerdinger, Cincin¬
nati; Ewing Boles, The Ohio Com¬
pany, Columbus.
An unusual feature of the an¬

nual meeting was that it was
held at Churchill Downs race

track.

Among the out-of-town guests
attending were Hal H. Dewar,
Dewar, Robertson & Pancoast,
San Antonio, Texas, President of
the Investment Bankers Associa¬

tion; Murray Hanson, General
Counsel for the I.B.A.; Richard

Delafield, First Boston Corp., Chi¬
cago; Hudson Lemkau, Morgan

Stanley & Co., New York, and a

large number of Cincinnati bank¬
ers.
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We Must Have Better Than This!
"I suggest that many people favor social legisla- >

• ^ tion because they believe it is a good thing in itself
for government to do as many things as possible.

;■ Some favor socialism on the European model, and j
regard social legislation as a step in that direction.
Further along are the Communists, who want a big
centralized Federal government which will dissipate
our resources and which they can then undermine,

'r They know that a centralized government shuts out
the abilities and minds and influence of men and
women in the localities and in the States. They
know that they couldn't undermine 48 strong sep- -

arate States.

"For all these people social legislation is a part
of a plot. ,

r "Yve Republicans, on the contrary, should ap¬

proach social legislation from an entirely different
if, standpoint — that the American competitive eco¬
nomic system is the greatest possible producer of
material welfare just as it is the foundation stone
of political liberty. But, excellent though it is, it
is not perfect and there are some chinks which it
does not always fill. If nothing is done about filling
those chinks, then discontent wiil grow until it en¬

dangers the whole system itself. We, therefore,
. favor social legislation to fill in the chinks which
} the;competitive system does not reach—both as a
:matter of decency and humanity and in part in
order to maintain enthusiasm for the competitive
system."—Henry Cabot Lodge, Jr.
- We must hope that somewhere in the Republican
party clearer understanding, greater vigor and
more forceful leadership can be found,
c If not—well, it simply must be found. j

Notes Further Decline in Corporate Profits
- U. & Department ofCommerce reports second quarter . 1949. cor- ^
poratc profits continue decline shown through previous quarters.

, Corporate profits declined further in the second,quarter, of <this
year, according to preliminary estimates of the.Department of Comr
merce, contained in the October issue of the "Survey of Current Busi¬
ness." This was the third successive quarterly decline from the
vthird-quarter 1948 high.

On a bet'ore-tax basis, second
quarter profits amounted to $6.6
billion, 12% below the $7.5 billion
.earned in the first quarter of the
year and about one-fourth less
.than in the second quarter of 1948.
The first-to-second quarter profit
drop* was associated with falling
profit margins, as sales experi¬
enced only a fractional decline
over the same period.
Adjustment of the profit esti¬

mates to take account of seasonal
variations reduces the first-to-
second quarter decline to 10%.
On this basis, at annual rates, the
decline in profits before taxes was
from $29.4 billion to $20.4 billion.
The relative movements of ag¬

gregate profits after taxes in the
recent period were similar to
those of profits before taxes. This
similarity reflects the virtual sta¬
bility of the overall effective tax
rate, which in both 1948 and the
first half of this year was approxi¬
mately 40%.
Profits earned in current pro¬

duction, computed by adding to
profits before taxes the inventory
valuation adjustment—the differ¬
ence between "book" costs of

goods sold and the cost obtained
by adjusting book costs to reflect
the current, or replacement, value
of inventories used up in produc¬
tion—fell ; much less than book

profits. Inclusive of the inventory
valuation adjustment,, profits be¬
fore taxes at seasonally adjusted
annual -rates were $33.0 billion in
the second quarter of 1948, $31.8
billion in the first quarter of 1949,
.and $31.1 billion in the second
quarter of the current year,
i The more favorable showing of
profits, | including the inventory
valuation adjustment, is due to the
fact that, this measure takes into
account the effect of the recent
downward movement of prices on

the replacement cost of invento¬
ries. Jn the computation of "book"
profits, the predominant corporate
practice is to value inventories

hal cost ("first-in, first-out") ba¬
sis, rather than at current replace¬
ment prices.
Attention is again directed in

the report to the difficulties en¬

countered in the measurement of
corporate profits and the inven¬
tory valuation adjustment on a
quarterly basis, as well as to the
problem of adjustment for sea¬
sonal variation. These limitations
of the data should be considered
in the interpretation of quarter-
to-quarter changes.

McNamee Vice-Pres. of

George R. Cooley Co.
ALBANY, N. Y. — George R.

Cooley & Co., Inc., 100 State St.,
announces that Daniel V. McNa¬
mee, Jr., has been elected a Vice-
President of the firm as of Nov. 1,
1949. He has been a director of
the company since Feb. 15, 1946.
Mr. McNamee is a native of Hud¬

son, N. Y., and widely acquainted
throughout this area. He is a grad¬
uate of Yale College and Yale Law
School.

Mr. McNamee's business career

includes four years in a large Wall
Street law firm, from which work
he brings to this company an exr
tensive experience in corporate;
and financial problems. During
the war, in addition to active serv*
ice as an officer in the U. S. Coast
Guard* Reserve, Mr., McNamee
spent over two years on the staff
of War Production Board on spe¬

cial assignment, dealing primarly
with the problems of telephone,
electric power and gas utilities.
He has represented George R.

Cooley & Co. on the boards of di¬
rectors of companies in which the
firm has had continuing interests.

L. S. Kerr Co.; Dissolved
L. S. Kerr & Co., New York

City, members of the New York
Stock Exchange, dissolved their

used up in production on an origi- business Oct. 31.

as well as the support of farm
prices, prevented a material de¬
cline in the cost of living and an

>'<• ,.*m

im ,
*»m /

Economic Readjustment and Money Market
Dean G. Rowland Collins and Marcus Nadler, of the New York"
University Institute of International Finance, issue bulletin covering

( recent economic and monetary developments. Conclude, under
>: Administration's "directed"* economy policy there has been no aver- >
; sion to inflation as means of sustaining demand and high level of
, employment.!. Say credit policies on whole have been sound and ,

pegging government bonds was element in maintaining economic
uv.stability, but: urge more flexibility in bank reserve system.

The International Institute of Finance, through its director. Dean
G. Rowland; Collins, and Marcus Nadler, research director, has just
issued a bulletin reviewing recent economic readjustment and the
money market. According to this analysis: The economic readjust¬
ment that began toward the end3>
of 1948 was not sufficiently de¬
flationary to warrant a return to
peace-time deficit financing by
the Federal Government. Because

of previously enacted legislation,
such as the farm-price-support
law;- social security legislation,
and other measures, and because
of a number of other favorable

factors, including the staggered
nature of the readjustment, the
huge pent-up demand for hous¬
ing and automobiles, the large
savings of individuals and the
enormous government . expendi¬
tures; the - bulletin states, the
business readjustment did not as¬
sume a serious character. The de¬
cline in employment and prices
was moderate, and the national
product remained at a high level.
As conditions changed, the gov¬

ernment was quick to change its
economic policies. Whereas early
in .1949 the administration was

primarily considering ways and
means of curbing the forces of in¬
flation, later on it adopted meas¬
ures intended to prevent the mild
readjustment from becoming a
serious recession. In spite of a

high level of business activity the
Treasury ended the fiscal year
with a budget deficit of $1,811
million, ' and during the current
fiscal year the deficit will prob¬
ably be much larger. The mone¬

tary authorities, and notably the
Reserve Board, promptly took
steps to ease the money market.
The provisions of Regulation W
were relaxed in March and again
in April, 1949. Finally, the au¬

thority of the Board of Governors
to regulate instalment credit was
permitted by Congress to expire
on June 30, 1949. Margin require¬
ments on security loans were re¬
duced at the end of M&rch, 1949.
Reserve requirement/ were low¬
ered at the beginnh/g of May and
an automatic reduction took place
on June 30, 1949; when-the tem¬
porary authority of the Board
to raise reserve requirements
lapsed. Another reduction in legal
reserves was made in August,
1949—all of these changes result¬
ing in an aggregate of about $3,-
800 million of additional excess

reserves. This increased substan¬

tially the credit-expansion power
of the banking system and caused
a decline in yields of government
securities.:! The •> lower interest
rates will not only reduce the
cost of refunding operations and
financing * the deficit by the
Treasury, but may also induce in¬
vestors to seek an outlet for their
.funds in corporate and municipal
securities.

/ Indications are, according to
the bulletin,v that the low point
of the present readjustment was
reached in July, 1949, when the
index of industrial activity of the
Federal Reserve Board stood at
162. In August the index rose to
170 and it appeared that it wOuld
be somewhat higher in Septem¬
ber. Were it not for the strikes
in , the coal and steel industries,
the upswing in business would
probably have, continued, partly
because of seasonal factors* and

partly because of the replenish¬
ing of badly depleted inventories.
The termination of the readjust¬
ment is, however, not an unmiti¬
gated blessing. The economy has
come strongly under the influence
of measures taken by Congress

and the administration. ..Govern¬

ment intervention in the economy,

Dr. Marcus Nadler Geo. Rowland Collins

increase in real wages. The mal¬
adjustments that have developed
during the past few years not
only remain, but in many in¬
stances have been accentuated.
Instead of, reducing -the public
debt in a period when business
activity is at a high level, the
Treasury is operating with a large
deficit, thus increasing the debt.
v.: The credit policies adopted by
the monetary authorities on the
whole, says the bulletin, have
been sound. The policy of pre¬

venting government bonds from
going below par was an im¬
portant element in maintaining
economic stability in the coun^

try. It is to be hoped, however,
that in the future this policy will
be more flexible and ■ will not
become as rigid as during 1.948
and the first half of 1949. Events
of the last few years have clear¬
ly indicated that changes in the
Federal Reserve Act are neces¬

sary. The system of reserve re¬
quirements at present in force
often comes into conflict with the
policy of the government of keep¬
ing the government bond market
orderly. The present structure of
reserve requirements, based on

geographic location of individual
banks, is outmoded and should
be revised. In addition, nonmem-
ber banks should be made sub¬

ject to the same reserve require¬
ments as member banks in order
to eliminate the discriminatory
advantage they now enjoy. Before
any drastic new bank legislation
is enacted, however, the situation
should be carefully studied from
every angle.
: i Characterizing the present
American economy as a "di¬
rected" -economy, the bulletin
summarizes its main features as

follows:
. ,k[ *

(1) It is the policy of the gov¬
ernment to maintain mass pur¬

chasing power in order to sustain
the demand for commodities and,,
in turn, a high level of employ¬
ment. Where productive capacity
is not sufficient to meet the de¬
mand, it can rely on the system
of private enterprise to construct
the needed facilities.

■ • (2) The administration is not
averse to injecting an element of
inflation into the economy. While
in the past, particularly in the
summer of 1948, a great deal was
said about curbing the forces of
inllation, actually no effective
step was taken. Once the forces
of readjustment began to assert
themselves, however, there was
no hesitation on the part of the
authorities to adopt measures
that were inflationary in char¬
acter. The belief seenis to pre¬

vail that, the twp largest income -

groups** namely the farmers and
organized .labor* are not adverse¬
ly affected by commodity price
inflation.

- (3) High prices are regarded by
the authorities as> not-1 only de¬
sirable but - even indispensable,
because of the.: enormous public
debt and the, Jarge., government
expenditures^ * Thq higher * the
price -level,* the -greater the na¬

tional,product expressed in, dol¬
lars and the. greater the revenue
of the.vigovernment. A decline
in prices .would, cause a drop in
national- income a and . hence - in

government -revenue, and an in¬
crease in the burden of carrying
the public debt, which, amounted
to $256.7 billion on Sept. 30,f 1949.
Rising prices tend to increase the
demand for commodities, thus
stimulating business activity "and-
employment. ' %
.■« (4) A major objective of a "di¬
rected economy is ,to broaden the
social-security provisions to em¬
brace more people and to, provide
lower income groups with , low-
cost hoysing, unemployment ^in¬
surance^' old-age pensions,, mejdi-
cal care, and other benefits , in
order to raise their standard'of

living and thus maintain-the de¬
mand for commodities,-and serv¬

ices. ■

r > (5) ]. The i monetary ^authorities
employ, qualitative; a&d.;quantita¬
tive tredit; control tp-j influence
riot only: the i.cost of .(Credit- and
capital; but. also (their (flow? Into
channels,* likely tq .maintain the
purchasing (power*of the;people at
a high level. • -

.% - Since government intervention
is expensive** the? -bulletin 'Contin¬
ues, the immediate 'period' >ahead,
unlike-" the>* years- .1922 to 11929,
will not be marked b.y the contin¬
ual-reduction -of/ -taxes onAindi-
Viduals an&J corporations,* which
had a pronouftoed^effeot on, capi¬
tal expenditures oh . corporations
and on the^formatioaa. of- equity
capital.-* The ^veuyrent^ readjust¬
ment - has - also' foeen* ^narked by
a decline in profits of corpora¬
tions, which'-Consequentiy;Will be
less able tpt-pidw, hack* earnings
into i business- than* during * 1948.
Since in the'postwar syears the
economy has had to contend 'with
a dearth of-equity capital,-:it may
be expected that the:private sec¬
tor of the- --economy will not be
as dynamic as it .was' during the
period front 1922 tod920 :and that
capital expenditures will (depend
increasingly on the government,
which will supply, capital either
through: direct expenditures or
through loans or guarantees made
by governmental agencies. Hence,
it would appear that in a directed
economy government ;v interven¬
tion must be continuous and sub¬
stantial in order to be-effective.
This is particularly: true under
current circumstances^-since no

real adjustment has been made
in cost of production. So far there
lias been only a small decline in
commodity prices and' only a
moderate increase in the- effi¬
ciency of labor. It is doubtful
whether the correctives are suf¬
ficient to provide the basis for a

dynamic expansion of private
business. \

Nominating Comm.
For NASD Disk 12
PHILADELPHIA, PA.—A com¬

mittee composed of Arthur S.
Burgess, Biddle, Whelen & Co.,
and Samuel K. Phillips, S. K.

Phillips & *Co. Of Philadelphia,
and William G. ^Simpson, H. M.

Byllesby & Co., Inc., Frederic P.
Mullins, A. E. Masten & Co.,-and
Wilson A. Scott, Gxubbs, Scott &

Co., of Pittsburgh has been named
to nominate successors to the five

vacancies existing in the District
12 Committee of the National As¬

sociation of Securities Dealers.
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Getting Tom Customer's
vt

(Continued from page 4)

money that they commit. I won't
use the word "spend," I'll say
"commit."

So, you can offer them security
ana savings, you can offer them
the building up of their income,
you can offer economy-^you of¬
fer economy by the fact that when
they commit themselves to an in¬
vestment program they don't'
spend their money. Tuey still
.have their money. On a wise
purchase of securities, the money
is not spent because the principal
is still there.

How much protection, for in¬
stance, whic.i is a basic desire for
any family, do some of these tan¬
gible things o.fer, in comparison
with an investment program?
From a long-term point of view,
they don't offer much.
The point here, gentlemen, is

that what you x.ave to sell has a

very substantial appeal, in a ra¬
tional way, to the American pub-,
lie, but the appeal is not so easy
to make, because what you sell
can't be seen and felt, and appre¬
ciated, as readily as some of these
other things.
In order for you to put your

selling program at the same com¬
petitive level, as all of these other
manufactured products 'that are

competing for the American dol¬
lar, you at some point in your in¬
terview, make a tangible and ma¬
terial presentation to your client.
That takes the form of a number
of material things that describe,
or are, the investment; You have
all heard that old saying that see¬
ing is believing, and a lot of peo¬
ple depend upon that;
A lot of people will not believe

what they only hear, as exempli¬
fied in- the slang expression, "Well,
that I gotta see!" That is just an¬
other way of saying that he does
not believe what you are saying,
but if he saw it he would believe
in it.
A thing, itself, is reality,

is an ashtray sitting on the desk
before me, hidden from your view,
which I am informing you about.
But when you see it, it proves
itself. It is there. You see it,
hear the noise it makes and, if I
were to pass it among you, you
could feel it.
Just hearing something, by ear,

you don't believe it as quickly as
if you perceived it with your other
senses, also. When a salesman
tries to sell you an automobile,
he doesn't just come into your
house end ta*k about the car to
you. He will get you out and
show you the car and let you feel
it, and let you ride around in it.
You must also do that, as closely

as you can; with what you have to
sell. That will make your selling
a lot easier. This business of hear¬

say evidence is not accepted by a
great many people. That might
be especially true of investment
salesmen's claims, that they must
be backed up by tangib1e evidence
in order to get acceptance by
irany buyer*, and if you can s'"ow
them something, I thirk they will
accept what you s^y a lot quicker,
There is another reason why

vcu shrull try to make a factual
demonstration to the people whom
ycu call on. No matter how hard
we try, sometimes our words are

misunderstood, - a n d sometimes
some investment salesmen, I be-
Teve, use terms and phrases that
a lot of their customers do not
understand.
It is a lot easier for them to

completely unders^n^ your mes-
sage, if vou can back it up by
saying, "Here it is, right here,"
and show it to them. You have
ju-Jt doubled your presentation
effectiveness bv showing them
something like that.
One point that you will cer¬

tainly gain if you make a demon¬
stration to a customer is that you
Will get his attention, because if
you give him something to look
at, or pick up and handle, he gives

his attention to it. That is one

way of knowing that you have
his attention, when you give him
something to handle.
Sometimes, when the man is

just sitting there listening to you,
you don't keep his attention di¬
rected to what you are saying.
.All rightf what are some of the

things that you gentlemen can
demonstrate? You probably know
the answer to that question a lot
better than I do, but here are some

suggestions. If you have a skepti¬
cal customer who doesn't believe
that if he puts his money into in¬
vestments that he will get any in¬
come out of it, you can show him
a record of earnings of different
security groupings. I saw one in
the paper somewhere the other
day that showed the earnings from
certain groups of stocks over a
period of the last 20 years, and
they averaged out somewhere
around 7% income. That is a

pretty effective thing to show to
a customer.

You might also show him a rec¬
ord of appreciation of American
stocks over a period of years. You
could show him industry records,
and figures. I know that one in¬
vestment house puts out pamph¬
lets on different industries, the
aviation industry, the railroad in¬
dustry, the oil industry. That is
a piece of literature that would be
particularly interesting to a per¬
son who was thinking of making
an investment in one of these in¬
dustries.
You could show figures that de¬

scribe different trends in indus¬

try, or the trends in the invest¬
ment field, as a whole. Then, of
course, there is the individual
company prospectus, or syllabus,
that you could have with you,
and show the growth of the com¬

pany, the ability of its manage¬
ment, and the future potentialities
of this company, and the industry
that the company is engaged in.
Also, every investment house,11

believe, puts out certain special
bulletins on securities that they
may specialize in. Well, those
oulletins, or those letters, should
be used by salesmen, when they
are out and about.
Another demonstration that you

can make is the stock, itself. I
don't know whether any security
salesman ever carries around a

stock, to show people, but some

people may never have seen a

stock, or a bond. You would not
buy an oriental rug without see¬

ing it, and a lot of people figure
the same way about investments.
Another demonstration that you

may make, and I think it is a very
good one, is your customers' room.
That is a demonstration room. It

is a living demonstration. Some
people who sell services, or in¬
tangibles, believe that they never
have anything physical that they
can use to demonstrate. Well,
certainly, every investment sales¬
man can, at some time, get a pros¬

pect to come down and come into
the customers' room and see what
is going on there, and get him to
look at the tickers going and
everything else there. That would
be one of the best demonstrations
I can think of for salesmen to use.

Another demonstration would
be your boss, believe it or not.
Bring your customer in and intro¬
duce him to the brass, a demon¬
stration of management's ability,
and of management's interest in
the customers.
If your immediate superior

doesn't agree with you, I think
you can pretty well convince him
that he represents a proper dem¬
onstration for your new accounts.
Bring them in and have them
shake hands with him. What you
people are doing is selling your
house, too, on a selective basis,
and in order to sell your house,
why not use some of the brass
there, to build up confidence in
your investment house.

There is another demonstra¬
tion in this city, or at least for

you, fellows who work, in the city.
You can bring new accounts in to
see the Stock Exchanged Did gny
of you ever think, when you had
a new customer, whom you could
not quite close, that you might be
able to put your point over if you
brought him down to the Stock
Exchange and showed him wnat
goes on there? There is a very
live, colorful, and active demon¬
stration for a person to make.
There are other things that you

can show people, the volume of
business, for instance, that your
house is doing, or the volume of
business that an industry is doing,
or that of a particular company
that they are interested in.
You can a! so use testimonial

letters. Believe it or not, buyers
like that. If they can see, written
down somewhere, where someone
else has bought what you are

selling, and that this someone else
has liked it well enough to write
in a letter of appreciation, then
that letter is a really hot selling
point for a salesman to use with
other clients. Every industry uses
testimonial letters.

Offering a Case History j . .

One other ' suggestion that 1
have to, use as a demonstration
Would be a typical case history of
a successful investment program,
a typical example of how your
efforts in setting up investment
programs paid off for one of your
other accounts.:

I am thinking, now, in a vpy
practical sense, that if you can
show a hesitating prospect how
someone else put his money into
the market and made out very

well, that that would be a very
worthwhile selling point. - •

(

All these demonstration features
that I have been suggesting here
are merely physical evidences of
the worth of what you sell. It is
not too easy to go out and meet
someone and just tell them how
much they could gain from being
in the market. If you can really
show them something, that i: is
realistic proof that other people
are gaining a lot by being in the
market, then that carries much
more weight than anything you
could possibly say, because
through those physical evidences
you have proof of the thing, it¬
self, which can not be denied,
that the thing has reality, and
showing the typical investment
program, or showing any kind of
literature of pertinence or inter¬
est to this man's investment plan,
that is getting very, very close to
the thing that you are selling, an
investment program. (

Insurance salesmen certainly
make use of demonstrations. You
know that they have very elabo¬
rate sales kits and sales presen¬

tations, and a good insurance
salesman, when he is talking with
a client, is filling out the form
from which the policy is written,
and he doesn't do the filling out,
but the prospect fills it out.^ >

An insurance salesman gets his
prospect to do a lot of self-sell¬
ing, through the use of demon¬
strative material. There is no rea¬

son why an investment salesman
cannot do the same thing. It, is
riot always the salesman who does
all the selling, it is the client
who sells himself to a great ex¬

tent, but in order to have him
do any selling for himself, you
have to give him something to
use, and what you give him; is
all these things we have been
talking about, all the promotional
literature your house provides
you with, and any other things
that you can think up to use as a
demonstration.

However, don't ever make the
presentation of physical material
so super-clever, or so all-embrac¬
ing, that it kills the sale, Jn other
industries, some of these demon¬
stration gadgets are so tricky and
clever that the person looking at
them forgets all about buying and

becomes; interested; only; in * the
demonstration, itselt. Be. sure, that
anything"Used td demonstrate r|s
helpful in making the, sale with-
out ah overpowering entertain¬
ment value in its own right.;
When you go to a night club

and the feature act is about to
come on, there is a great rolling
of the drums, and then the master
of ceremonies gives a great big
sendoff, and then, finally, the act
comes on. Everywhere you go, as
far as the entertainment field is
concerned, the actors are given a
tremendous sendoff. Even in

plays the point is built up to
where the main character comes

in. . ■

Build up Your Solicitation!

When you are going to show
anything to a prospect, in your

solicitation, don't just hand it
over without saying something.
Build it up, first. That is a prin¬
ciple which is true in every walk
of life, that if something is built
up beforehand it is more appreci¬
ated.

;If you can say to your cus¬
tomer, "I am going to show you

something that is; of particular
interest to you, because it's a case
which is parallel to your own, a
man whose investment program
I,took over a while ago, and he
and I, together, planned a very
intelligent program of committing
his funds. I want you to iook: at
this and see how successful it has
been for' him." *

*

When you say that to a person
it can't help but make him inter¬
ested in what you are going to
show him. You must build every¬
thing up before you bring it out
and show it to the person. 7
A great many salesmen who

use demonstration material do not
take good care of it. The pages
become dog-eared. They carry
briefcases which present a bad
appearance. They probably walk
in wearing a brand new suit, but
carrying an old, battered brief
case. /•//

/ That briefcase is part of your
presentation. Keep it looking
well. Anything at all that you
use as material evidence of what

you are selling must also be kept
up to date. • V^;:
Every company I have ever

worked for has failed to keep
salesmen's selling materials up to
date. You always had some kind
of an old fitting and they wanted
you to sell the new fitting by
showing the old one. Many sales¬
men, in the back of their cars,
have the out-dated model, and
yet are on a quota to sell the new

model. Your literature has not
been revised to show the new

item. It is always behind time, and
yet if the salesman doesn't sell
the new item he is called on the

carpet by tne" boss.
It is the responsibility of man¬

agement to supply salesmen with
good, up-to-date selling tools, and
it is the responsibility of the sales¬
man to keep them in good condi¬
tion. There is nothing that will
kill a sale, or interest, as fast as

pulling out some old, moth-eaten
piece of literature that was

printed a year ago, that doesn't
reflect the current status of the
situation. If you are carrying that
sort of thing around, throw it out
and get some new material.
I know a fellow who sold air

valves for radiators. The com¬

pany he worked for had brought
out a new air valve with a much
wider port in it, so that when the
radiator was vented the air would
move out with great intensity be-r
fore the stem came up and closed
the valve off. That was a beau¬
tiful valve. And the way he dem¬
onstrated it was . by carrying
around with him an ordinary
vaive of a competitive make as
well as the new valve, and he
would blow - cigarette smoke
through the old valve, which
would come, out of the port in a

very small stream. Then he would
take the new valve, do the same

thing, and an enormous amount of

smoke »would pour; through® the

j 'VH*
Tfiatfeliow' just didn't have to

talk about valves. All he did was

make that demonstration and

pick Up the orders. It was so obvi¬
ous that the new valve was way
ahead of the old valve that he had
no difficulty whatever. That is
one instance where a demonstra¬
tion paid off.
A short time ago a young chap

came in to see me in the middle
of the day carrying with him two
enormous cases. I said, "What
have you got-there?" "Oh," he
said, "that s what I sell, French
laces," I asked him to let me see

them, so he placed one of these
large boxes on the desk, opened
it up and, I'm sure, I've never
seen anything more exquisite in
my life than that lace. I just
couldn't believe a human being
could make lace as beautiful as

that. It was perfect.
He showed me everything he

had in the case, because he could
see that I was very much im¬
pressed with what he had, and
also because he appreciated my
interest. I asked how the laces

were selling and he said, "Fine.
All I have to do is show it." The

laces were beautiful, and there
could be no resistance to them.

When copper pipe and fittings
were first introduced j into the
building industry, for use on hot
water heating systems, there was
a product that had to be demon¬
strated. ~ You may remember that
in many basements you will see

large black steel pipe being used
in the -basement as risers and

mains, both for steam and7hot
water. Well, this copper pipe
could be reduced in size, in a ten¬
or twelve-room house, to where
your main line in the basement is
an inch and a quarter, to just a
small pipe, and the riser from the
boiler can be about a two and a

half inch riser. It is a much

neater-looking job, and it can be
installed very fast.

t The risers going up to the Indi¬
vidual radiators can be cut down
to a half-inch tubing, instead of,
say an inch and a half steel pipe.
Well, like everything new, that
had to be demonstrated in order to

sell. Instead of a steamfitter cut¬

ting and threading steel pipe,
which took a long time, all he had
to do to put this copper job in
was to heat up the end of the
pipe, insert it into the fitting, and
apply the solder, and the whole
job would be soldered clear
through. Didn't have to put the
screw threads in the ends of the

pipe, which takes a long, long
time. It is a much neater and
faster job. But in order to sell it
it had to be demonstrated.

But once it was demonstrated,
the trade would immediately go to
copper, because they knew they
could save a lot of money, and put
it in faster.

I am just presenting a few in¬
stances here of how demonstra¬

tions sell things. In a great many
industries, the demonstration does
most of the selling. There is no
reason why, in your industry, you
can not capitalize a little bit on
the worth of a good demonstra¬
tion.

The Passive Demonstration

/ There is a passive demonstra¬
tion and an active demonstration.

As the term indicates, the passive
demonstration is when the pros¬

pect just sits and watches, and the
active demonstration is when the

prospect takes an active part in
the demonstration, himself, such
as getting behind the driving
wheel and driving the new car, or

trying to sweat the pine and the
fitting together, himself.
You will find that if you can

get your prospect, somehow, to
take an active interest in what

you, are demonstrating, that
there again they will sell them¬
selves on what you have. An ac¬
tive interest is stimulated by han¬
dling the literature, looking at
your charts and figures, going
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over with you the prospectus and
other things that you will present.
"There is one warning. You must

.- not allow your demonstration to
get out of your own control. Let
us suppose you hand the person a

. piece of literature concerning a
certain industry, and he takes it
into his hand. Well, if he were to
read the whole thing it would
take him an hour to finish it. You
don't want him to do that. *

You have to control the demon¬
stration material all the time.
It is my recommendation that

before you try to ask him for an

order, you get the literature back
from your prospect and put it
sway in your briefcase. Other¬
wise, he is still fiddling with it
and half of his attention is on this
demonstration which you gave
him, and now you are trying to
close the sale.

That is my own opinion. Other
salespeople might think otherwise
about that. Of course, at any time
during a demonstration you might
get an order. Naturally, you will
pick the order up when you can
get it. But usually to close a tough
sale you have to get your litera¬
ture away from the prospect so
that you can lead up to your close.
Remember that when you show

things to a person they are used
primarily to sell that person on
certain points,, and you have got

; to help these things to sell by
7 pointing out the highlights to the
prOSpeCt.; r -..'I 7'7;7-;'-.
.7 These demonstrative materials

■* are only to help ypu to sell, and
I think in your case that when
you use it you will still have to
talk, along with it, to help it along.

7-' I know that a lot of you gentle-
; men do a lot of your work over

the telephone. Without a tele¬
vision set at both ends, you can't
very well demonstrate material,
but I do recommend that on your
personal sales, work you bring
material things with you and use

them, because they will help you
out a lot. "■■■lif.-jl 77fVC v A:v.

"7777 r Removing Objections
< I am going to talk for a while,
now,' on how to remove objections.
I imagine you all meet with an

objection once in a while, to what
you have to sell. But everybody
in this life wants things. That is

■;i inherent within us all, to want a
lot of things. If we could all have
a Cadillac and a yacht, there is no
reason why we would not have
them. M • 7 •

.

There are certain limitations
and restrictions put on what we
want, however. Most of the time,
those restrictions have a lot to do
with money. All of us just d^n't
possess the money needed to buy
Cadillacs and yachts and things
like that.

. ■/ -
, :

Money is a very valid limitation.
Some of the limitations to buying
items are real, and some of them
are not real. A lot of people are
not buying investments because
of only fancied objections in their
minds, and if those objections
were removed—and they can be
—they would probably buy in¬
vestments. '7 " 77'', 77-• 1
Once these limitations are out

of the way it is natural for people
to go ahead and buy things. Just
consider your own case. There
many be something you have in
mind to buy, at th;s moment. That
is the natural course in life. We

progress from one level of possess¬
ing things to another, your income
goes up and you begin to amass
more things around you. If you
were to go to a wealthy man's
home you would see that he has
spent his money, quite readily, on
very expensive furniture and dec¬
orations and paintings, imported
objects of art. Go out to his ga¬

rage and jrou will probably find
two or three very expensive auto¬
mobiles. 7
It is natural for people, when

they can afford things, to go ahead
and buy them, because those things
are nice to have.

Now, it is part of a salesman's
job to remove objections on the
part of his prospects. Every sales¬
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man meets with opposition, some¬
where along the line, to what he
sells. You must expect that. You
have all been selling long enough
to know that you meet with ob¬
jections continually. .

Just what is an objection? One
definition might be that it is an

adverse reason or argument. You
go in and say, "Mr. Brown, I think
you should buy a thousand shares
of such-and-such," and he will
say to you, "Well, I'm sorry, 1
don't think I should because—"

and he will bring out a reason

why he believes he should not.
it is up to you to remove that

reason which keeps him from
buying. That is a very large pare

of your work. If there were no

objections, certainly, we would
not need any salesmen. Anybody
could go out and take orders. It
is the removal of the objections,
expressed or unexpressed, that a
salesman concentrates a good deal
of his time on.,; •: j; /7;/; •
There is also-conflict in what

people want. One person wants
a television set, and another per¬
son wants a sum of money to be
spent somewhere else, and they
can't afford both. Well, there is
conflict there, in what the per¬
son wants. ,.;7-7.' Vt-.
Sometime, somewhere, that con¬

flict will be reduced, and a de¬
cision will be made, and the
money will probably be spent, one
way or the other. . , \
It is the work of the television

salesman, to remove that other

conflict and get the man to com¬
mit himself to the television set.

So, there are objections that arise
between the different things that
a person wants to spend his
money on. ' •' » , " :

Objections also arise in this
way: There is a natural inertia
that we have to parting with
money; a lot of us are so in¬
clined, -anyway- If we have
money, we don't like to part wrth
it. There is a great deal of resist¬
ance in that direction, when it
comes to people spending their
money for things. You know that
when you go around you meet
that resistance all the time, to
people's buying what you have to
sell. All salesmen meet with that
resistance and they all think, "Oh,
if I were only in some other in¬
dustry, where things are sold so

easily." •' , -
, ' , - -V

But I go over and talk to the
men in that other industry and
they feel, "If there were just some
other field that they could be in,
where there wasn't so much re¬

sistance to what they have to sell."
This resistance is universal..
One reason why we meet with

that "no" is that people are just
backward and full of inertia and

being in a rut of not spending
money in a new way, or making
any large commitment.
Another reason why objections

are met with is that people resist
change. "No, we have done things
in this fashion for 20 years and,
by thunder, we're going to do it
this way the rest of our lives."
It is the salesman who over¬

comes such resistance to change,
In properly understanding ob¬

jections, you should realize that
you meet with primary objections
and selective objections. Here,
again, I believe that if you under¬
stand the subject according to
general classification, you will
know better how to treat that
situation. There are primary ob¬
jections that you meet with, such
as: ••:-777 . : •'' • 7: -••7■ ■

"No, I have no money to buy
investments. I don't need invest¬
ments. We are not interested in
the market."

Primary objections. Nothing to
do with your particular house.
They just "don't want invest¬
ments."

Now, the selective objections
are different. A selective objec¬
tion is met with when a person is
willing to commit himself in the
investment field but he doesn't
like your particular offering.
What you are trying to sell, he
objects to. Or else he objects to

your personality or to something
about your investment house, He
doesn't want to do business with
your house. Or else, he may be
objecting to some immediate cir¬

cumstance, such as the price at
the present time. Those are se¬

lective objections, which are a
lot easier to remove than the pri¬
mary objections.
In removing these primary ob¬

jections, we necessarily have to
do a primary selling job, to pro¬
vide tne incentive lor them, to be
interested enough to buy invest¬
ments.

In meeting selective objections,
you remove their particular ob¬
jections against some , policy of
your house, or something like
that.

Now, removing objections is
nothing other than pin-point
salesmanship. That s what it is.
Please understand this point be¬
cause it will save you a lot of
wear and tear. When an objection
is thrown at you, you should real¬
ize that you have a selling job to
do, right in a small area, in order
to get rid of that objection. Until
you knock that objection out, you
can't go on, and you can not get
the sale.

So, regard objections as calling
for pinpoint selling, to> remove
those particular objections.
There is another classification

of objections that I would like to
have you consider, certain general
types of objections. The first one
is the brush-off type. The next
one is the stall. And then the
information - seeking objection.
The fourth one is the valid objec¬
tion; and the fifth is the insur¬
mountable objections. 777777
The first two are "dodging"

types of objections. They just
try to wriggle out and away from
you. The last three are what I
classify as real objections, serious
objections. \ 7'777;7-. '7
I am going to talk of these gen¬

eral types in a couple of minutes,
but I want to say a few more
words about objections in gen¬
eral, first. Now, you know very
well that you are going to meet
whh objections if you keep on

selling, and the best way to han¬
dle them is to prepare in ad¬
vance for those objections, and
here are some reasons why you
should. If you are ready to re¬
move an objection as soon as it
comes up, then there is no hesi¬
tancy on your part. ' 7;77"77":7
Let's say you are out making a

canvass and your client says to
you, "Nope, I'm sorry, but I'm
not a bit interested in a mutual
fund type of investment, because
I don't like the open end fea¬
ture," and let's say that you are a

type of salesman who sells all
kinds of investments.

Unless you knew exactly how to
remove that objection, ,yoj would
flounder around a little bit. You
wouldn't know exactly how to
treat this situation, and the longer
you hesitate and waver and wait
the more he feels that he has an

important point.
He says to himself, "Ah, I've

hit something strong there. That
counts." And the longer you hesi¬
tate the tougher it will be to re¬
move that objection. 7
On the other hand, if you could

come right back at him and say,

"Why, Mr. Brown, I'm surprised
that you say such a thing. It's
the open end type of mutual fund
which—," and then you go right
ahead with your rebuttal, yoa see?
You come right back at the man

with the attitude that you're
astounded that he ever brought
that objection up, and you knock
it out, right away. He will then
be more inclined to say to himself,
"Well, for Heaven's sake, who
ever told me that! " and drop the
argument right away.
We are discussing how to han¬

dle objections. The second reason

why you should be able and pre¬

pared to meet these objections in
advance is that if you give the
right answer right away, and
knock the objection out, that

builds up a confidence in the in¬
terview. "777
And another thing, if you know

in advance what objections you
are going to meet with, and you
know how to take care of them,
then your mind will be more free
to go on with your normal solici¬
tation.

Certainly, if a man hits you
with something very hard and
you get stuck and don't know how
to answer it, then your mind is
iully occupied right there on one

little point and you are all ripped
apart on that. You might, some-

now, flounder through and get
that objection removed, but you
have worked so hard at it that

coming back out of it, you have
kind of lost your sense of direc¬
tion.

On the other hand, if you knew
how to handle the matter, and you
knock the objection out quicxly,
then your mind is free for the rest
of your solicitation work.

Another reason is this, that if
you give a quick response to an

objection and get it out of the
way fast, you don't, lose control
qf the interview.., But if a pretty
heavy objection comes up and
you fail to handle it correctly,
then the other fellow has control
of the interview and of you, and
pretty soon you are walking out
of the door without making a sale.

Advance Preparation for
7 777.7-.'". Objections7 ,'

You might ask, "How can I be
prepared in advance on these ob¬
jections? 7 I don't know what is

going to come up." But you should
know what is coming up. After
you have been working at selling
investments for a while you will
recognize that you meet certain
common objections, certain objec¬
tions that are general in your

field, or in your particular city
or sales territory. Those general
objections are the ones that you
should be all ready on and have
answers right at the tip of your
tongue', to take them out quickly.
When an objection comes up, I

would advise that you let your
client state it fully, too. Let him
get it out of his system. If you
allow him to discuss it fully, may¬
be that, in itself, will help to re¬
move some of the objection. It's
just some little pent-up business
he had inside him that he wanted

to squeak about, a little, and after
he talks for a while you just make
some very light remark about it
and he has talked himself out of
the objection. , 7 7 7

The other reason to let him
state the objection fully is so that
you can understand it. If you
don't know the objection, what it
is, fully, you certainly do not
know how to remove it.
He came bristling up with some

definite reason why he is not go¬
ing to buy what you have to sell,
and you lisien to him long enough
to find out exactly what this ad¬
verse reason is, and then when
you know what it is all about you
will know how to attack it.
There is one point of caution

here. Alter he has established his

objection l'ully. and after you un¬
derstand what it is, don't let him
continue to talk about it. The

longer he dwells upon that, the
deeper down he is going to dig
himself into a pit of martyrdom
about that one objection. Even if
you have to interrupt him, and
ordinarily I don't advise a sales¬
man to interrupt a customer, but
in this instance I do advise that

you interrupt him and start in on

the positive end, in removing that
objection. *
That is readily understandable.

If anybody has a beef, the longer
he talks about it the greater that
beef becomes in his mind, so that
if you let him fiddle around with
it too long, you are never going
to talk him out of it.

So, remove it quickly and get
back to the track, and as soon as

you remove an objection, get go¬

ing on the rest of your solicita¬
tion. Get going on something else.
Turn his mind away from the

negative business of bringing up ... 4:

objections, and get back on yotur *
regular canvass, your regular
sales story., - -

If you do a really good job im
removing an objection, you have
established a mutual agreement
between the two of you. Some¬
times, an objection is bothering a
man and he wants it removed just
as much as you want it removed*
You may try to recall some¬

thing that you, yourself, desire to
buy. You dearly want it, but be¬
cause of some particular reason,
you can not have it. Now, if some
smart salesman approached you
and showed you some way that
that objection could be removed,
and you could buy what you
wanted, then you would feel
pretty happy about the situation
and about the salesman, toor be¬
cause he has done you a good
turn, so that an objection that is
brought up and presented really
offers the salesman an oppor¬
tunity to gain the confidence and
get in stronger with his customer,
if he handles it right, because he
has then done the man a favor

by showing him a way to go ahead
and buy this item. ;

"Never Argue"
I have to mention one point

here which we have discussed be¬
fore. [When objections come up^
never argue. I do not mean that
you should try to remove objec ¬

tions to the point of intensity
in conversation where you1 are

arguing with a man. Don't do
that/ . ' •. •

--Another thing not to do. Watch,
your own delivery, that you don't
put objections into the prospects*
mind, yourself. That happens,
often. The salesman will go ram¬

bling on and on and all of a sud- #
den he will say something that a
customer will pick up and ; sayff
"Yes, that's the reason I'm not
buying from you, just what'you.
said a minute ago."
In that case, the salesman is*,

digging his own grave.,. So be
careful that what you say never

puts an objection into the fellow
you are talking with.
One other very fine point or*

this subject of objections is thafe
an objection can be turned into at

selling point, and here is why: It
a person is concerned enough,
about a particular reason why he
can't buy your proposition to
rorre out verbally and make a
statement about it, then it means,
that he is auite concerned about
that one particular point.
Now, if you can clear his mind

up on that point and satisfy him
that as far as what you are selling
is concerned the objection doesn't
applv at all, then that point, m.
itself, can be used as a reasor.

why he should buy your proposal™
I simply mean that if a persor*

is bothered enough about one fea ¬

ture to start comolaining about it
then if you show hirn that what
you offer takes care of that fea¬
ture to his own advantage, he
mieht turn around and buy from:
you just because of that reason*

The "Brush Off" .

All right, now the brush-oft!
type of objection. 7 -

To understand why the brush-
off—in the first place, you arc
there to disturb his circumstances* •

in getting him interested in some¬

thing he is not normally inter¬
ested in, and he doesn't have. thc
mental ambition to cope witbt
that subject that moment, and ho
wants to get rid of you quickly*
so he tries to brush you off.
Then, another reason is thai:

there is the ever underlying
threat of your removing hist
money from him, and he is nofc
quite sure that what he is going
to get back in return will be a

satisfactory exchange. .< ^
That is true not only in the in- *

v^men* field but in any field o£
selling. Now, a salesman shouldl
r.ot accept the brush-off, because
the reason behind the brush-of£

(Continued on page 26)
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> Getting YourCustomei's Appreciation
*

(Continued from page 25)
indicates a desire for a static po¬

sition.
, ? '

"

The man doesn't want to buy
anything,, doesn't want to change
anything, wants to go along the

; way he/ always has. Now, if sales-
i men didn't overcome that inertia
on the part of the public, there
would be less progress iru the

-

world, and /therefore, for '► the
^ good of your own pocketbook and
for the advancement of your in-
; dustry, all" salesmen , must turn
f. aside the brush-off objections.
*

, How do you do it? If it isn't
; too vehement, ignore it entirely
7 and go, right on talking. If you
-.have ever,met.with that circum-
- stance you know it can be done.
You will enter the office, intro-

> auce yourself, get all the way
■ over to the prospect's desk; and
„ start talking* and he will say
/. something like, • "Well,, nicej:to
have you over and everything,
^but I really don't, have the time
and I'm not interested in what

you have to sell." ; , ■ ;
Don't listen to him. Just Keep

right on plowing ahead. I said
do that if he is not too vehement.
If he is more vehement about it,

i then you are down to dealing
i with, the matter of your.; owii
abilities, but you must stay with

, him. You might look him right in
the eye, and say,- "How can you

expect to be i interested in what
I'mliselling,! because you don't
know anything about it.yet At

t least, let me tell you something
rabout it."

Well, if he is going to kick you
- out,: you might as well make that
—final effort As I said before, you
r might as (well get kicked oqt as
* ,7kissed out of the • door; because
-.the end .result is just the same.J
- A lot ofjpeople kind of brush
r'you off by turning away and try¬
ing to interest themselves ; .in
something else. In that case you

just keep.right on going.;'You
, don't become embarrassed^ Noth-

he knows nothing about it He
wants to find out. He wants you

to tell him that it's okay. All he
wants is a little information about
it. . ,/ ...

Or, he may say, "Well, I don't
think I like the oil industry right
now. I don't think I should com

mit myself on those stocks.", 'All
he wants you to do is tell him
something about the oil industry.

- Recognize that kind of an ob¬
jection, because that's a helper.
It doesn't hinder you at all, it is
just a helper.
" The next kind of a reason is the
yalid "reason. A" valid reason is
Usually a selective type of objec¬
tion,'where he doesn't necessarily
not want to be in the market at
all but he doesn't want to be in
with you, or with your house, or
in on your particular offering at
that time. :

./'Agree, Then Refute"
A < valid objection, ; when he

brings it; up, and you judge it to
be? that, you agree with him and
say, "Yes, we. recognize that point,
and ypu are very wise to bring it
up. In fact, I'm glad you brought
it up because—J' and then you

quickly try to knock it out. Agree,
then refute. Agree and remove,
i > Don't look down your long nose

spitefully at anybody who brings
up a valid objection/ There are

many of them in every line of
business, iAgree *with him, and
then j take the objection out and
say. that, as far as your particular
offering is concerned, that objec-
tiorvdoes not hold true—"And I'll
tell you why—/' and then you go
ahead and' in removing that ob¬
jection, -convince ^him that- not
only is your house able to .take
care of that particular feature that
he objected to* but because you
are able to take care of that fea¬
ture it is all the more reason why
he should do business with you,,

i; The insurmountable ; objection,
well, of * course,' sometimes we
salesmen don't often admit it buting embarrasses a salesman, not ies7?en c , , .. ...

•fl thing. Pride? You don't have a real-objection-comes
any. You. stay

, right, there with
him, sitright' down, -A not. the

/.slightest intention;.of leaving, ydd
. are, there to , talk about invest-

, ments,.and you are going to. talk
.about .investments.
'

Well, again, he may have every

^ right fo. stall. . There may be a
legitimate reason for. not- want¬
ing to discuss your ? proposal at

; that time. You must find out if
# there is a legitimate reason or.

not., If there is a, legitimate rea-
.. son, try to remove it at that time;
If you.can't remove it, come back
sometime when that stall type of
objection may not exist. There
are loads of reasons why people
cannot be interested just at a

given time in what you have to
offer, and they may stall you off,
and there may be quite a legiti¬
mate reason why they should stall
you off for a month or two
months or something1 like that,

- but don't give them up. Put it
right down there on your pros¬
pect card.-

. "Well, Mr. Jones, I'm sorry that
• we can't go into this today, but I
would like to come back, if I may.

- Let me come in and see you before
Thanksgiving. Is that all right
with you? Say, November 25th?
May I come back at that, time,
because I really have something

. that I would like to tell you."; //
V He seems a little bit glad to get
rid of you, then,, so he will say,.
"All right, come, back at;, that
.time." So: you are in again on
November 25th, but.if he has

. some kind of a stall, ."Well, I can't
do it at this time," find out what
it is and try.to kick that objection
out.

Now, the information - seeking
objection. This often- comes up
when a - person - - doesn't know

enough about a point. He'll say,
"Oh, I don't like'that hydromatic
drive, business on; the new cars."
He may say that simply because

up./.If the, man- just doesn't have
any money,; for instance, how is
he going to buy* anything? Or, if
there is some other particular rea¬
son, recognize- that. - Nobody-can
sell to everybody; When you come

up.against a stone wall, just admit
it/ That is not admitting defeat
but just/using a little common
sense.

Now, a very few quick points
here. If you knock out the first
objection,- you < have discouraged
him. from bringing up any more.
But if you flounder around and
get/ beaten badly on t h e first
objection, you are going to get
a stringing, all the way down the
line. / ,///■ //:' /'/'•// '
/That is why I say know what
these common objections are and
as soon as they come up hit them
and- take them right ' out of the
picture^ because then he will fig¬
ure, /'Well , I guess this fellow is
all right.- He knows his business.
He certainly .taught me something
on that point," and he may follow
with, '- "These /other little 'things
that I'm worrying about,. I guess
I'll forget about'them."
/But if he. gets you on the first

one, he will , be qoming/right back
at. you again.

7 Sometimes you get a very vague
objection.'- Don't try to answer it
until you know what it is.-. Pin it
down to something specific//Then
you* can remove it. But: if it is
just an all-over> general, vague
objection, then it is something he
can just talk .-about forever. 1* -

Jf you have a very big objection,
knock it down into specific points
and , remove ; them, * one by one,
and you will show him that you
are an intelligent guy who knows
what's going on in the world.

Sometimes you will get an ob¬
jection that will stick. You can't
remove it. But at the same time,
you get the order. So, what do
you care, then? In that case, al¬

low the objection to remain, if he
is still willing to give you an
order. It's true that he and you
are not going to agree on every

point.
. This is a very pithy point,
here; The number of objections
that you meet runs in inverse
proportion to the quality of your
prospecting. The better the pros¬

pecting job you do, the fewer ob¬
jections you meet./ .The more ob¬
jections you meet with, from, day
to day, the lower the quality of
the prospecting job you are doing

"Take the Offensive" ...,

Don't ever allow a sales solici¬

tation to\become reduced to noth¬

ing but a series of answers to ob¬
jections. If you find that you are

doing that, ijust get out of there,
for you are not going to make a

sale,7 Take the offensive, and you
do the selling. Just don't sit there
and do a lot of answering,
v Thev.best way to handle the
whole subject of objections is to
remove the common objections, as
part of the development step of
your selling, before the objections
are voiced by your prospect. You
meet with certain common objec
tions day in and day out, so when
you go in to see Mr,. Smith, one
of the early things that you say
to him is something that will just
knock that common objection out
the window, so that he. wouldn't
bring it up. 7/
Your selling plan should con¬

tain a refutation of/these com¬

mon ..objections. /For 4 instance,
with new prospects, you might get
the objection, "I don't) want, to in¬
vest-in the market , because of
what , happened back, in . 1929,
when my father lost his shirt."

-Now, you might hear that from
time to time as you go around,
and if you meet that in any par¬
ticular locality, or with any par¬
ticular class of customer,*continu¬
ally^ before they get around to
that point you should say some¬

thing about the conditions of to¬
day being regulated so that situa¬
tion could never; Jiappen again, or
whatever you are able to say that
will remove this • suspicion of a
debacle like that,

So some of your original sell¬
ing points are used to remove
common objections. i V;
If you are getting too many ob¬

jections everywhere,; take1 stock,
because something iswrong some¬
where/. Maybe it's you. e But if,
everywhere you go you are met
with too many objections, then
maybe they are, right/' Be sens¬
ible about it. / Something has got
to change. Go back and talk to
your. boss" and say, "Listen,/ I'm
sick of hearing about this thing.
What can we do about it? ! It's
killing : my - business. Let's / do
something about it. Let's not' just
hear about this all:the time. I
want to make a living out there
selling, so what can-be done?" 4

If you are receiving too many

objections, take the time, to an¬
alyze them earnestly.

I V',1

Allan W. Belts With
G. H.Walker & Co.
G./H. Walker & Co., 1 Wall

Street, New York City, members
of tjie New York Stock Exchange,
announce that Allan W. Betts is
now associated with them in the
firm's New York Office as Sales

Manager. ' He has been a Vice-1
President of Executive Research,
Inc., -management/consultants/'

During the war he served in
the Air Force and was discharged
with the rank ofLieutenant
Colonel 'and was awarded the

Legion of Merit.
, Prior thereto Mr. Betts was con¬

nected with Shields & Co. as a

security analyst for -many years.
He was graduated from /Yale in
1932. • ' ,

The ChangingI Economic Outlook
dustries has
under way.

(Continued from page 8)

just begun to get

What-Is the Long-Term Outlook?

This question involves several
others.^, ;./• ;'/■ • \
Has the bottom of the recession

been seen? Since the strikes have

caused,, such a ; sharp decline in
total ojitput, production indexes
may already have seen their low
point. However, a , vigorous and
sustained recovery in output can

hardly get underway until,-cost
and price ^readjustments have
been completed. Furthermore, for
those more interested in prices
than in production, it seems to me
that a. gradual .-decline in the
wholesale price .level? may con¬
tinue for some time.

, This would not be surprising
In most recessions the decline in

prices continues /much longer
than the decline in production.
And in the present case, Federal
policies, as well as the strength
of labor unions, act as sustaining
factors and tend to stretch out the

period of price readjustment.
Looking beyond the nearby fu¬

ture, t we /must/; also consider
whether another period of high
level : prosperity—like < that | of
1923-29—is in prospect.
If you recall past, history* the

'20s were preceded like this period
by an early postwar inflation of
commodity prices/ But unlike this
period, there had then been a very
drastic decline, .which thoroughly
eliminated price excesses, before
the later/period x>f .recovery got
under way. ///.../v :•;/ 2 //,
If a similar price decline had

occurred this time/ I' believe we
would know much more about

business break-even, points and
about the outlook for profits. I
believe- we >• would / also • have
reached or passed a turning point
in unit demand. I think that busi¬
nessmen once /again- might i be
thinking of plant improvement or
modernization on* a large scale to
further -reduce • production costs
and stimulate demand. .; /y

However, there are /other fac¬
tors to be considered./The govern-^
ment is a much more important
buyer in today's markets than it
was,.before the war.r Moreover,
the foreign situation; promises no

early relief from.,tensions and
crises/and it is entirely possible
that we will see further major in¬
creases in; defense spending in
the next year or two.
A development of this sort

would naturally stimulate activity
in the capital goods industries and
help sustain a high level of prices,
income and production. But there
would still be a marked differ¬
ence between such a period and
that of the late '20's, if we view
it in terms of business profits and
business prospects. v,/

Many countries in the past 25
years - have financed a? defense
economy. / Sometimes these ex¬

penditures were represented as a
cure-all for unfavorable economic

conditions. ;Sometimes they re¬

ceived the support of businessmen
aswell as workers; who would
benefit from a general improve*
ment in economic ^conditions. But

nearly always, before the cycle
was completed* < taxes and restric¬
tions on; business were increased.
Even if we-were certain that a

gigantic defense program was go¬

ing to develop in the next year or
two, we would still have to have
doubts about the impact it would
have on the position .of most busi¬
nessmen./ Business indexes might
seem to be duplicating their action
of the late, ,'20s, but- the basic
condition would be entirely difr<
ferent.

To What Extent Will the

American Public Accept
Further Government

Regulation?

. The phrasing of this particular
question is not my own. I quote

it here, however, in order to make
a point.
The question seems to imply

that the American public has; suf¬
fered the imposition of govern¬
ment regulations much against its
will. It implies that the opponents
of such regulations, and those who
see a danger in them, have only
to wait until the American pub¬
lic rebels and casts off its yoke.

• This in my opinion is wishful
thinking. Let's take a few exam¬
ples. .

The farmer, as a first example,
was supposed to be the most
rugged of all individualists/ When
an agricultural program began
under the Hoover Administration,
and was continued and extended
under the Roosevelt Administra¬

tion, there were many peoplelwho
believed that the farmer would

ultimately rebel. He would take
government handouts for a time,
but when the government began
to tell him how much he could

produce, he would throw* the
whole program overboard.
So far, at least, these view¬

points were- very wrong.r Con¬
gress has just conpromised--and
I want you to understand that the
word "compromise" is in quota¬
tion marks—on a new farm-bill.
It gives the farmer the same sup¬

port—90% of parity on basic crops
—that he had before, overruling
the Aiken Amendment before it

had a chance to come into effect.
The - Aiken amendment / would
have begun to reduce support
prices, in the interests df the ur¬
ban consumer and the taxpayer.
Furthermore, the new > program
not only continues the inflexibil¬
ity of the present one, but it actu¬
ally gives higher prices for>man,y
products by introducing a/new
parity • formula. Support prices
will now be computed by two
methods, and the one that gives
the highest price to/the farmer
will be used.

•If we had time, we could find
many more examples of govern¬
ment regulations of one sort or
another. And I believe that in
most -7 cases

, the public is ■; not
strongly in opposition. / Either it
derives some benefit from/ the
regulations, or it believes that it
derives this benefit.: /
So let's not indulge in wishful

thinking about the trend of gov¬
ernment regulation. It is not go¬
ing to be reversed. On the con¬

trary, it will extend further.. And
the speed of this extension will be
increased:

(a)'If domestic business is bad,
and

(b) If international political
tension continues.

: i Foreign Developments

/Here are several questions on
the foreign situation. The- first
one is—How sound is the foreign
economic recovery? /

Actually, the testing point has
only appeared / recently.There
was bound to be a rebound .in ac¬

tivity when the war ended, and
when raw/materials and labor
could again be devoted to[ ci¬
vilian pursuits. I find, however,
first, that most foreign* countries
have gotten production up to a

point now where supplies fox. the
foreign market . are somewhat
more than ample. In other w.prds,
the world sellers'' market is a

thing of the past, and foreign
producers, like American., pro¬

ducers, are now operating in a

competitive market.
This means that cost and. pxjces,

rather than availability of ? sup¬

ply, have become the dominant
factors—the factors that will, test
the soundness of the recovery to
date.

r .As to the outcome of this test, I
cannot be too optimistic.? Recov¬
ery to date has been accom¬

plished during the period' in
which two important former, pro¬
ducers — Germany and Japan—
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Were more or less out of business.
1 think you can see for your¬
selves that both these countries,
lor both political and economic
reasons, will probably be produc¬
ing more in the next few years
than they have in the past few.
Secondly, many of the plants

ahdindustries responsible for the
foreign economic recovery thus
far are woefully out of date. They
Will have difficulty in passing
-the test of competitive costs and
prices. ' v
• There are some other adverse

factors, which can better be listed
Tunder a second question—Will
-Eurepean recovery stand On its
own feet after ECA withdraws?-
In addition to what I have said

above, there are several other
•'reasons for doubting how well
Western Europe will be able to
stand on its own feet after ECA
•withdraws: First, normal trade
"between Eastern ' and Western

.Europe, while not entirely shut
•off, has been hampered by the
•iron curtain. Secondly, many,

•Western European countries have
lost most or all of their invisible;
sources of overseas income. And|
thirdly, the colonial position of!
'these countries has also deterio-;
rated. .>{' 5

So far as I can see, the ECA
program itself made scant allow-;
-ailCe for these basic changes in
the Western economy. It set out,
in short, to solve the wrong prob¬
lem. ■ ^^'/&'>>j.
'*■: A final question deals with the
•political situation—lias Russia's
position been weakened by the
Marshall Program? -if• j

• I would say that it quite prob¬
ably has, to some extent. But I
have to add quickly that I am
•afraid the international position
rof the United States has also been

;weakened by the natural and pre-
idictable course tof developments
fduring the last two to - three
years. . %y';■j

. Our; problems with Western
Europe, and with Germany par-;
.ticularly, are just beginning. The
great difficulty is in finding a so¬
lution that will not disrupt West-;
•'era European unity. Or perhaps;
I should say, will not prevent a
better degree of Western Euro¬

pean unity being attained, be-•

cause not much progress has been
• made so far, when the going was
{easiest. I

We must also look at the United

•States' position in the Far East*

J Our armies still occupy Japan,
*,fcut our position, in China and
{elsewhere, has certainly weak¬
ened substantially. , ,

Conclusions

Let me sum up briefly.
■' The most important point for
•us to consider is the nature of
•the present economy. It is no

{longer like the economy in the
twenties. Government spending
'and government regulation play
a much bigger role.
V In practical terms, government
policy has fairly well demon-
'strated, through aid to the farmer
]and support of the unions, that it
*can prevent a collapse of prices
!£uch as occurred in 1920-21. But
•it seems to me that the present
{atmosphere may not be as stimu¬
lating and encouraging to private
•'business as it was in the late

'twenties.
, V,/ \ iJ'j: //;' ^

" Let us simply say at the mo-
•ment we can see no reason to

'fear an early major depression;
•that there will probably be a

Hairly long period of fairly high
7leVel activity; but that its founda¬
tion will be somewhat different

than in the late twenties.
- In the international sphere, it
seems to me that the most serious

'difficulties still lie ahead. , Des-

.'pite our major expenditures since
'the end of the war, I am afraid
.that in many respects our world
{influence has diminished. Now

•that buyers' markets have come
5back, we are beginning to see
-oUr Western European problem
in a different and far truer light.
'And we see it as being more dif¬
ficult than we had at first sup¬

posed. We are seeing the impor¬
tance of the Far East in terms
of global strategy attd global eco¬
nomics. We are nearing a point'
at which many types of foreign!
spending will probably be cut,;
but we have not yet deybloped!
a substitute that will cbcourage
the flow of private capital into;
undeveloped areas. j
As to the near-term prospectj

I doubt that any further declines;
in production will be very large;
In fact, the lows may have been;
seen. But I do believe that thOre
are still some sexiohs cost and;

price problems; that the trend of
the general price level 1may con-!
tinue gradually downward for
some time; and thai a sustained
recovery in unit volume, which
would carry production indexes
into new high ground for thej
postwar period, is still some dis-j
tance away.
The 'situation, in short, is aj

toughiy competitive one, With no
big basic changes in sight in;
either direction during the .nextj
few months. Beyond that, it iS
wiser to wait on the next Con-'

gress and on the Administration;
before extending bur guesses too
confidently to the last half Of the
year.'' . ;7

Nominating Committee
For NYlnv.Ass'n j
Norman dePlanaue • of W. E.

Hutton & Co. is Chairman of a

nominating committee appointed
by the executive board of the In¬
vestment Association of -New-
York, it was announced by Stan¬
ley A. Russell, Jr. of Blyth & Co.,
Inc., President of the Association.
Other members include William
S. Goedecke of Smith, Barney &
Co.; Donal P. McDonnell of Mc¬
Donnell {. & Co.; Laurence- A.
Quinlivan, Jr. of Blyth & Co.,
Inc.; and Charles "P. Stetson of
J. & W. Seligman & Co. The com¬
mittee will presenfa slate of offi¬
cers to the Association member-;
ship for action "at the annual
meeting in December. ; ;;
The Investment Association of

New York was organized in 1947
as the Junior Investment Bankers
and Brokers Association of New
York.

Sail Francisco Stock Exchange
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SAN FRANCISCO,. CALIF.—
Over 270 laymen came onto the#
Trading Floor of the San Fran¬
cisco Stock Exchange Oct. 28 to
see' first hahd how an auction
market ' in stocks and bonds op¬
erates. This evening meeting, the
first Pf its kind in the history Of
the ? Exchange, was held in re¬
sponse to the many requests re¬
ceived during the Exchange's
Lecture Series on Investments re¬

cently held at the High School of
Commerce In cooperation with the
Addlt Educational Program of the
San Francisco Public School Sys¬
tem. v /V.!,'y'
Ronald E. Kaehler, President of

the Exchange,, opened the pro-;
gram with a general description of!
the various instruments of trad-,

ing which surrounded the audi¬
ence, including stocks as shown!
on the blackboards. Member;
Firms' booths, tickers, specialists'!
posts and time'clocks.: To demon-!
strate for the audience just bowl
purchases and Sales take'place oni
the Exchange, the bell was rung1
to open a mock trading sessioni
Mr. Ralph Van der Naillen and
Mr. Frank M. Dunn, of Douglass^
Van der Naillen & Co., Inc., Mem-;
bers of the Exchange, assisted by
representatives of the Exchange
staff, carried through hypothetical

transactions complete with bid¬
ding, recording ,of a rsale and an

entry on the blackboard. , ; y
Each member of the, audience

received a booklet describing the
Exchange's operations as well as
a Daily Quotation Sheet showing
Friday's business and sections of
the ticker tape. The latter {two
enabled' them to see the: day's
transactions in print. {
A question period closed .the

meeting. This extra session of the
Exchange's Lector# Series, served
to highlight* the public interest in
investments in stocks and bonds
evidenced in the program from
its inception on Sept. 23. { v:

-■Mi-'

S75,000,000 Loan to <

France by N. Y. Banks
Signing of an agreement with

the Republic of France for a loan
of $75,000,000 was announced on

Oct. 31, by • the Chase National
Bank of the City of New York
and Guaranty Trust. Co. of
New York, managers of the loan.
Associated in the loan as partici¬
pants with the Chase and Guar¬
anty are the National City Bank
of New York; J. P. Morgan & Co.
Inc.; First National Bank of New
York; and the French-American
Banking; Corp. The Guaranty
Trust Co. will act as agent for the;
managers in handling the opera¬
tion of the loan. --\\\v' v;;,V; 1
The loan is secured by gold of

the Banque de France deposited'
with the Federal Reserve Bank of.
New York, and has been obtained
to refinance ^credits extended

early in 1948 on the security of
this gold by the Federal Reserve
Bank of New York. Under the,
terms of the loan agreement, the'
Republic of France will have a

call on the banking group for any
part of the $75,000,000 for a period
of 18 months from the date of the-

agreement. Each loan will be'
payable in three separate maturi¬
ties of three years, four years and
five years, the first two maturi¬
ties being each for 25% of the
borrowing, the last maturity being
for 50%. .

J. B. Fowler Director
John B. Fowler, Jr., Cohu & Co.,

New York City, has been elected
to the boards of directors of the
American Arch Company of Dela¬
ware and the American Arch Co.,
Inc., of New York, to fill vacancies.

■ (Continued from page 4)
tated by common sense and self-

interest; the plan to act as a credi-;
tor. Why don't we call in our
industrial engineers, have them
prepare blueprints fcr the super¬
highways of 1975 to be operated
as self-liquidating , toll roads,;
blueprints for tunneling rivers
and undergrounding communica¬
tions "for national defense, for
electrifying railroads, for countless
income-producing capital assets;
plan to get those assets Of 1975'
right now? Our government could!
then take the; initial step. It
could make huge purchases from;
deb t o r Countries, particularly
Britain, keeping the materials out
of our domestic commercial mar¬

kets, placing them in these new

enterprises and putting millions
of our own men to work. With
bur imports once exceeding our

exports, Europe would get dollars
to buy from us. Our imports ahd
bur exports would th#n rise to¬
gether, producing greater em¬

ployment and rising living stand¬
ards both here and abroad. Some
bf our gold hoard at Fort Knox
might move back to other coun¬
tries to again become useful as a
base for their currencies. Above

all, we would recover natural re¬
sources that already show signs of
depletion. We are entitled * to
those resources — we have been

delivering them overseas for 250
years.
In the process we should not

cut back our own production nor

immediately lower our tariffs. We
should become greater consumers;
we should consume the major
part of our own production plus
part of the production of debtor
countries. That would mean great¬
er commerce. Government treas¬

uries, particularly the U. S. Treas¬
ury, could then collect greater

revenues to reduce national debts.
With greater consumption and'
with Europe supplied with dollars
to buy from us, do you think fori
a minute there would not be a

greater demand for textile gobds?;
Do you think for a minute there
would not be a greater market for
capital goods as well as commodi-'
ties? Think it through. Shall we
try such a plan, or will we wait
as in the past until foreign prod-i
ucts at cheap prices disturb our^
domestic price structure and then

. retaliate by devaluing our own

currency? Think what the latter
would mean to savings, life insur¬
ance, pensions and wages. I
Some will say this plan is im-l

practical, that European countries;
have no' goods to deliver. Cer-;
tainly they don't have the goods'
ready and "waiting. But diet's!
place the orders and give them1
time. With profitable orders in
hand men -will spring to their!
work with hope and enthusiasm;
they will live in tents and be
happy. Suppose our postwar ad¬
vances to Britain had been limited
to providing relief and tools for
production. Suppose along with
the advances we had placed orders
for - goods directly with British
manufacturers. Don't you think
managements and labor would
have gone to work with hope?
We forget that we were once a

poor, undeveloped country with¬
out tools, that .somehow we found
it possible to produce an export¬
able surplus of goods.
The British were magnificent

partners—they held the line until
we could make up our minds.
Surely such a valiant people must
have gone along on nationalization
of industry and socialism simply
because they were worn, bewil¬
dered and without hope. We might

have supplied hope. Instead we

Supplied advances- to a govern¬
ment dedicated to socialism. These
advances assumed the nature of a

dole, and naturally the British
people Shivered along wondering
how long before it would run out
We pursued this policy when we
had just won a war for the ac¬

knowledged purpose of saving
Europe for democracy. For what
will we be saving EUrope next
time?

In the meantime we have be¬
come dependent upon bur great
reservoir in Washington. Cotton,
wheat and other commodities 'are

pegged. U. S. Gdvernment bond*
have been pegged and our money
market controlled. Housing fof
American citizens is cbritrolled.
Countless pther cbnttols exist
Pressure groups visit Washington
to tap: tne reservoir "and, "seek
favors. We have seen our govern¬
ment grow to such sizte that no
men* or group of men- have the ca¬
pacity to coordinate and manage it
How do we accomplish this peg¬

ging and controlling? Partly by
tax money from every consumer,
but most important by a device
called deficit financing. By that
process we forever grind out more
money, therebycheapeningmoney,
bringing higher prices for food
and clothing, impairing savings,
life insurance and wages of Amer¬
ican workers.

To maintain the Washington
reservoir a tax structure has

grown upon us that is causing dis*«
order throughout the land: and
that is hot raising the revenues
needed, by the U. S. Treasury. We
see able men Retiring, some sell¬
ing their businesses to tax-free
foundations, Others to larger con¬
cerns. We see tax evasions run-"

(Continued on page 28)
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Devaluations, Out Tax Structure,
And Risk Capital Markets

(Continued from page 27)
suing as high as $4 billion per

year. We see individuals asking
for tax-free expense accounts and
fax-free pensions. We see corpo-
i*ations expanding debt to unsound
proportions. We see our public

- umarkets failing to provide risk
capital for industry.

, ,

'if we are to become larger con¬
sumers and thereby attempt to re¬

store sound moneys, free markets
for goods and freedom for the in¬
dividual, if we are to best serve
cur own national interest and the

community of nations, we must
first get our own house in order.

Decline of Risk Capital

Let's review the more shocking
disorders and some possible reme¬

dies. It is most disturbing to see
the public markets tailing to pro¬
vide risk capital, and by that I
jmean ownership capital tor Amer¬
ican industry. Failure of these
imarkets means but one thing—
under present policies the Amer¬
ican people are failing in capacity
■and incentive to continue to own

industry. The largest single mar¬
ket' place for ownership securi¬
ties, generally common stocks, is
the New York Stock Exchange.
Vhe day-to-day volume governs
the ability of the market to ab¬
sorb new issues, supplying new

•money to industry. For more than
31 years the annual volume on that
Exchange has averaged less than
Ihe volume in the year 1901 and
®2% of the volume of 1932, the
iworst depression year in all his¬
tory. We are trying to finance
the Great American industry of
1949 with a public securities mar-

Icet the size of 1901. : ;
; Let's review the'effect on recent
risk capital financing. On Jan. 2,
3948, Gulf Oil Corp. common stock
tf?old at 75 V4 on the New York
43tock Exchange. Shortly there¬
after it became known that the

companywould sell 2,269,050 shares
of additional common stock. The
•market price of the stock promptly
declined. On Feb. 10 Gulf Oil re¬
ceived over $55 million less for its
jstock than the market said it was
worth on Jan. 2. '■< The decline of
ihis stock pulled down all the
-other oil! stocks—-this in spite of
4he fact'that Gulf Oil and the
entire oil industry were earning
.stt the highest rates in history.
The Texas Company and the Cin¬
cinnati Gas & Electric, old estab¬
lished companies, had similar ex¬
periences. In January, 1949, the
JBethlehem Steel Corp. did suc¬
cessful common stock financing,
tout the company received some

4§20,314,000 less than book value
for it, meaning that every share of
old stock was diluted.

- The American Telephone & Tel-
•jgraph Co., whose common snares

sire widely owned by trust ac¬

counts, small investors and em¬

ployees, was faced with urgent
expansion to meet public neces¬

sity. It had to increase the debt
of its system from about $1,200,-
<*00,000 to about $3,825,000,000, an
increase of $2,625,0u0,0u0 or 2i9%
in the past eight years. The sys¬
tem debt is now about 53% of
invested capital, uncomfortably
>iigh. To complete their program
jand to bring the debt ratio of the
•system back to the former 33%%
•of invested capital would require
.some $2,083,000,000 of risk capital,
nearly four times the amount of
risk capital raised by all of Amer¬
ican industry in 1948 and approxi¬
mately $124 million more than was
raised by all American industry in
ihe past three years.
Let's examine the potential de¬

mand on the public markets for
risk capital in the future. Able
economists state that with our un¬

precedented national debt Amer¬
ican industry must spend $21 bil¬
lion per year for capital expendi¬
ture for-the next four or five

-years to keep us out cf a major

depression. Such expenditures
averaged $17% billion the past
three years, but to maintain this
pace represents an immense un¬
dertaking by American industry,
in 1938 capital expendituies were
not $21 billion, they were $4.7
oillion; in the boom year 1929,
$12.5 billion; in depression year
i932, $1.2 billion. .:
How can this $21 billion per

year be raised? Economists say
chat some $14 billion can come

.rom the inside, that is, from earn-

ngs and reserves for depreciation,
.hat 'the other $7 billion must
come from the public markets,
nat over half should be in the
c'orm of risk capital. At no time
n history have the public mar¬
kets faced such a task. In the

postwar period 1922 to 1927, when
our government debt was about
one-twelfth of its present size and
when public markets were func¬
tioning in orderly fashion, only
$1.8 billion per year were re¬
ceived by the sale of new securi¬
ties. Requirements for the next
few years will be 3% times that
amount. From 1931 to 1940 less

than l/10th of $1 billion per year
on balance came from the public
markets. From 1941 to 1946 there

was no capital on balance pro¬
vided by the public markets. War
production was financed by the

government.
I want to give you some fig¬

ures now that to me are most

disturbing:

Domestic Corporate Financing— 1946-1918 Inclusive

1946 1947 1948
New Corporate Financing $6,508,777,181 $6,276,745,020 $5,934,456,563
Debt Securities 4,435,961,800 4,771,309,634 4,999,071,795
Per Cent of Total.— ' 68 15% ' 76.02% 84.24%

Common Stock $804,387,001 $659,154,129 $495,969,673
Per Cent of Total—.. 12.36% 10.50% 8.36%

Preferred Stocks $1,268,428,380 $846,281,257 $439,415,095
Per Cent of Total— 19.49% 13.48% 7.40%

Information taken from "The Copimercial and Financial Chronicle"
—Jan. 31, 1949.

In these postwar years new debt
financing totals over $14 billion,
common stock financing $1.9 bil-
.ion. New debt is nearly 7% times
new common stock capital—this
at a time when business was at

an all-time high in sales and earn-
ngs. That is what our tax struc-
ure has brought. .If industry is
anable to finance with risk capi¬
tal in good times, it never can.
in the event of severe depression,
he government might well have
0 supply additional capital to in¬
dustry not in the form of loans
aut in the form of risk capital,
neaning government ownership.
Industry in the postwar years

.as not been able to pay a fair
percentage of earnings as-divi-
Jends. In the years 1946 through
.948 about 40% of earnings was

paid as dividends compared to
j6% in 1929 and about 75% in
i939. Managements know that
vhen dividends are paid out they
ire promptly siphoned away from
he recipients in the form of taxes
and unavailable to come back to

corporations in the form of capi-
.al. They know that depreciation
reserves at the allowable rates
have not been sufficient to rebuild

plants at present costs. A sub¬
stantial portion of earnings after
taxes has had to be used or ear¬

marked for such purpose.

Our Money Supply Immense

The irony is that our money
supply is immense. Our pump-
priming and war have pumped
new money into the market on

a scale without precedent. Liquid
savings in the hands of individ¬
uals now exceed the Federal debt.
These savings have risen from
$82.6 billion in 1939 to $262 billion
in September, 1948, an increase of
217%. During the same period all
stocks listed on the New York
Stock Exchange, and representing
the bulk of American industry,
have, risen in value from $46.5
billion to $67 billion, up only 44%.
For 16 years our tax structure has
prevented the man willing to take
risks from saving anything to put
into industry. The little man has
been led to fear business. He has run
for the storm-cellar, seeking safety
first, placing his savings in gov¬
ernment bonds and institutions.
He wants pensions, benefits and
salaries with none of the risks.
The masses unwilling to risk part
of their savings may find they are

risking .all. Our policies have
caused too rapid flow of vast sums
into our savings institutions and
insurance companies. It is their

duty to place these funds in safety-
first channels. Can they continue

to find safety for such vast and
increasing funds? Surely ' if the
trend continues there will be no

such thing as safety for the sim¬
ple reason there will not be suf¬
ficient risk capital down below
to provide the safety. Some gov¬
ernment officials now advocate

liberalizing the laws so insurance
companies can put more into risk
securities. If that starts, how long
will insurance continue to be in¬
surance? That would be another
unsound move to bolster an al¬

ready unsound and unnecessary

economy. In the meantime these
huge liquid savings in the hands
of individuals are a powder-keg.
Should the holders once fear the

cheapening dollar, there could be
a stampede to get into some form
of property that could blow the
roof off.

The proportion of national in¬
come distributed as pensions and
other forms of relief has increased
from 1%% in 1929 to 5% at pres¬
ent. Such distributions now run

at some $11 billion per year, near¬

ly 1 % times all dividends paid by
all American corporations in 1948.
Such benefits sound fine, provided
industry can carry the burden. In
the past, industry has been able
to raise man-hour output some
2% per year; now it appears they
will have to raise it some 3 or 4%
per year. Possibly they can, bat
it will require huge amounts of
hew equipment requiring billions
of risk capital. In the meantime
we see our best men unwilling to
take bigger jobs, simply because
they have participations in pen¬
sion trusts and because increased
salaries mean nothing after taxes.
This goes on at a time when the

American people face the greatest
opportunities and responsibilities
in history. No half-way effort will
ever take care oF our commit¬
ments. It will require supreme

effort, supreme willingness to take
risks and a supreme desire to own
and finance American industry.
It will require private ownership
and ; free enterprise working at
their best.

Tax Remedies

What are the tax remedies?
First, the maximum surtax on in¬
dividuals should be' limited to

50%. According to reliable Wash¬
ington sources, such limitation
applied to the 1949 calendar year
would take about $420 million out
of the U. S. Treasury, slightly over
1% of total revenues and slightly
over l/10th of one year's tax
evasions. There are only some

500,000 corporate tax returns, but
some 3,700,000 tax returns of un¬
incorporated businesses, partner-

it «'-? S. ' viAo; ' i

ships and proprietorships. These
little businesses ever trying to get
big have proved the backbone of
our country. These little busi¬
nesses would again have capacity
and incentive to build out of earn¬

ings. At the close of World War I
the maximum individual rate was

77%; in 1920 it was lowered to
73%; in 1922 to 58%; in 1926 to
25%. From 1922 on, the result
was increased incentive with in¬

creasing profits to business and in¬
dividuals and increasing revenues
to the U. S. Treasury. Here is the
experience that brought increased
revenues to the Treasury.

Second, a word about the capi¬
tal gains tax. In March, 1942, tax
experts from many countries of
ihe world appeared before our

Ways and Means Committee. They
testified that such tax had proved
too uncertain as a revenue-pro¬

ducer but quite positively a seri¬
ous deterrent to business, that
those countries that had tried ic
had abandoned it. In the face ol

this, according to able tax coun¬

sel, the United States is the only
country in the world today thai,
has a capital gains tax. If we
must retain the tax, our treatment
of capital gains and losses should
be revised, reducing the rate to
20%, resulting in a tax of 10%
on the gain, and increasing to
$5,000 the amount by which capi¬
tal losses can be offset each year

against ordinary income. Most
important, the holding period
should be reduced to three months.
These changes would open up risk
capital markets for industry and
produce greater revenues to the
U. S. Treasury. Our present capi¬
tal gains tax brings insignificant
revenue—for 11 years an average
of $155 million per year, about
4/10ths of 1% of present Federal
revenues~ yet this tax is having
a decided effect on the national
economy. Property cannot be sold
at a profit to go into new business,
because 25% of the profit goes in
capital gains tax, meaning the new
business must be 25% better from
the start. Picture the man who
started with nothing but the will
to work, sweat and risk, and
finally builds a great business.
Today he wants less risk. He is
willing to transfer ownership to
younger men. He is prohibited
because such a simple transfer
may take nearly 25% of the entire,
principal. Even if he could,
younger men taking over woulo
have little hope of ever paying for
it out of earned income after
taxes. The usual result is, he
merges the business wtih some

larger concern. The big get big¬
ger and the small get smaller. Pic¬
ture the housewife who bought a

home for $10,000 in a nice neigh¬
borhood. The neighborhood chang¬
es with the encroachments of busi¬
ness. She changes her mind about
the neighborhood, sells the home
for $25,000, moves to another lo¬
cality, paying $25,000 for her new
home. In the meantime she has
incurred a tax of $3,750 for chang¬
ing her mind. You know that any
law is utterly unsound that places
a tax on a woman for changing
her mind!

Third, a start should be made
to eliminate the unjust double
taxation of corporate earnings by
allowing individuals to take a
credit equal to 10% of their divi¬
dends on common stocks in com¬

puting their income tax liability.
According to the Washington
source, such credit applied to the
1949 calendar year would take
only $560 million out of the Treas¬
ury. Income from interest, rents
and royalties is taxed but once,
but corporate earnings are taxed
twice. It is interesting to note
that under current dividend poli¬
cies and double taxation, for each
$100 earned by a corporation be¬
fore taxes, the stockholder in a

high tax bracket keeps as little
as $4.99, out of which State in¬
come and ad valorem taxes must
be paid. Such stockholders want
to get out of industry, not into it.
Fourth, corporations should be

permitted to charge depreciation

at a rate sufficient to amortize the
economic life of plant and equip¬
ment at present replacement costs.
Managements would then be en¬

couraged to make capital expen¬
ditures. v-..xii-'
These- suggestions involve' a

small part of total revenues. They
can be accomplished simply and j
quickly. The initial losses;, would
be made up immediately and still
greater ^revenues • would result.
Men would again take risks and
dispose of risks, knowing that they
could keep at least one-half of;
any dollar they made. American
citizens would again have incen¬
tive to own and finance American

industry. •••'

Proposed Program

What can you and I do? We can
do plenty by visiting with our
Senators and Congressmen. They
are our chosen representatives.
They have the power. It is my

observation that they are gener¬

ally men of character who want
to do a good job and are trying
to do a good job. They are not
experts in all fields. They need
help. However, we must first
learn our own lesson, know what
we want, be prepared to talk
plain, simple language. My pro¬

gram is as follows: . t

(1) Get our own house in order;
provide a tax structure that will
let our system work at its best,
bringing increased revenues to the
Treasury. (2) Try to reverse our
trade balance, try to restore sound
moneys and try to stop the world-'
wide race to devalue.^ (3) Shrink
the size of our government to the
point it can be at least coordi-?
nated and efficiently and econom-;

ically managed, : f'*>
With such a program, it is my

firm opinion that we will start
on a v period of unprecedented
p r o s p e r i ty thatTwill spread
throughout the world. That is the
best insurance for peace. People
will have neither, time por desire
for.war..7',
In the first 75 years of the his¬

tory of this country, our; best
brains went into government and
they produced the finest form of
government the world ever saw,
not perfect, not a true democracy.
Perhaps it is a mistake to speak
of democracy as a form of gov¬
ernment.- Perhaps democracy * is
an education, a faith, an ideal. We
may strive for it all through the
ages and never attain it, but God
help the country that does not
have the right to hope for it. In
the last 75 years our best brains
went into business and they pro¬
duced the finest business the
world ever saw. We have a pri¬
vate - ownership free - enterprise
system that won two world wars,

brought the highest living stand¬
ard and provided world relief and
rehabilitation on a scale never

known. Shall we, the people, de¬
mand policies that will preserve
and continue to improve these
blessings?
Our disregard of simple eco¬

nomic truths has led us down a

path we neither wanted nor bar¬
gained for; it has kept our people
in quandary, turmoil and doubt.
It has led our people to fear free
enterprise, to fear the taking of
risks, to fear business and even

government, to .fear the things
that made us great. We still be¬
lieve in them, but we fear them.
A few more years could provide
a generation that would cease to
believe in them. Throughout all
history great empires have fallen
because they ceased to believe in
the things that made them great.

They created vast quantities of

money and followed unsound pol¬
icies. Rome was great, but Rome
fell. The Byzantine Empire, the

Spanish Empire, Ancient Athens
were all great, but they fell and
they never came back. Will we

go the same route? Time for de¬

cision, and it may be later than
we think. ' - ...*•• • '.

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



Volume 170 Number 4852 THE COMMERCIAL & FINANCIAL CHRONICLE (1777) 29

111
(Continued from page 7)

spectrum in what we now call the
ultra high frequencies or UFH re¬

gion. The Commission at that
time urged the radio industry to
study these ultra high frequen¬
cies as a means of preparing for
commercial operation therein. It
was at this time that FCC set
aside for television the UHF re¬

gion from 475 to 890 megacycles;
This warning given by the Fed¬

eral Communications Commission
to the radio industry was borne
out ahead of schedule. It became
evident more than two years ago
that television would require
many additional channels, and
that these would have to be as¬

signed in the ultra high frequen¬
cies. y/rr''./-
i Unfortunately, this warning fell
upon too many deaf ears, and the
industry as a whole continued to
act as if television would never

occupy these new channels. If I
may talk about my own company
for a minute, I will, to use a poli¬
tician's phrase, point with pride
to the fact that Zenith designed
all its television receivers so that

they could receive both the 12 ex¬

isting VHF channels arid the com¬

ing ultra high frequency channels.
This fact, incidentally, is very im¬
portant to you gentlemen, because
Kansas City seems destined to
have one of the first commercial
UHF stations to go on the air in
the United States.
- A few months ago FCC an¬

nounced a proposed new alloca¬
tion plan which would redistrib¬
ute assignments in the present
VHF channels to prevent the
growth of interference and which
would open to commercial opera¬
tion 42 new channels in the UHF

region. This proposed order to in¬
crease the number of television
•channels from 12 to 54 is one ma¬

jor subject on the agenda of hear¬
ings now being held in Washing¬
ton by the Commission. These
hearings are also considering an¬
other .explosive subject— color
television. . 1

Color Television

For the past years we have all
fceen hearing about this subject,
and I receive letters every day
from people who want to know
*'When will we have color tele¬
vision?" Gentlemen, I can assure
you that today there is no answer
to that question. Three systems of
color have been proposed and dis¬
cussed before the Commission, but
nobody is happy. '

One of these proposed color sys¬
tems employs revolving mechani¬
cal discs. To produce a 16-inch
direct view picture, this system
would require a 36-inch revolving
•disc. Black and white television
started more than 20 years ago
With revolving discs, but got pre¬
cisely nowhere until an all-elec¬
tronic system was found : which
•eliminated "these revolving discs.
I do not believe that, in color tele¬
vision, we are going to take a

step backward to the revolving
mechanical discs of yesteryear. V

The radio industry as a whole,
as represented by the Radio Man¬
ufacturers' Association which com¬

prises virtually air important ra-
dionic producers, cannot agree

tipori standards for color televi¬
sion*. One major, problem is the
fact that if we once adopt a sys¬
tem and get it going, Aye are stuck
with it. Costs 'are so great and
public ; investpieut becomes such
animportant , consideration that
any .later change/ in, well-estab¬
lished . standards becomes almost
impossible. .... ,-
j .Consider,.for example,, the con¬
fusion that would,result if it were
decided to widen the standard
gauge on.our railroads, a>change
for which there are many sound

engineering reasons. That would
be an economic catastrophe. Nev¬

ertheless, it is a change which

would be extremely simple in
comparison to changing television.
Radio/ Manufacturers' Associa¬

tion has taken the position that a
color system must be one which
is really compatible. By that they
mean a system with which any of
the millions of receivers now

owned by the public can receive
at least a good black and white
picture from color broadcasts, and
that in addition can be converted
at moderate costs to receive color
transmissions. A color system that
does not meet these requirements
would obsolete all existing receiv¬
ers when it finally became estab¬
lished, and its road toward estab¬
lishment would be one of pain and
sorrow, - with red the principal
color showing—a fact which is
verified by the buckets of red ink
going on the books of television
stations operating today.
It would be rash to even guess

at a timetable for the coming of
color television. Suppose tnere
were in existence a system which
authorities agreed both the public
and the industry could live with
for .many years. That situation,
of course, does not . exist to¬
day. But if we had such a system
the time before it could go into
general service would extend for
months and years. It would have
to be field tested throughout the
country. Then would come the
long, tedious process of designing
and manufacturing commercial
color transmitters, and the equally
complex job of developing and
building color receivers at a price
within the public's purse. How
long this would take, nobody
knows, but I can assure you, gentle¬
men of one thing. Anybody who
ourchases a good black and white
television receiver today which is
capable of receiving new UHF
channels will get his money's
worth.

There is a great deal of com*
ment and speculation about the
cost of color receivers, with reck¬
less statements bouncing back and
forth about the receivers and con¬

verters that can be manufactured.

Gentlemen, nobody, ; anywhere,
knows what these receivers will
cost in mass production, but I can
give you some concrete facts from
our own experience. Ten years
ago Zenith built a number of color
receivers which, with a revolving
mechanical disc in front of the
tube, would reproduce color pic¬
tures sent to the mover a tele¬

phone wire. The cost of these
sets was incalculable, because they
are part of our engineering re¬
search with no separate cost ac¬

counting. However, early this
year we did build 20 color receiv¬
ers for the Columbia Broadcasting
System. These are the receivers
which have been much publicized
in recent months through their
u s e in demonstrating surgical
techniques. Bear in mind that
they were not complete television
receivers. They had ; no tuners.
They reproduced only what was
fed into them over a telephone
wire. ////'■// ^/'' ■'"/
We contracted to build those

receivers for $1,000 each and did
build and deliver them for that
price. However, when we got our
costs together we found that we
had suffered a net loss of $15,400
on the order. Those 22 color re¬

ceivers, which differed very little
from the ones we had built in our

laboratory years earlier, cost us
$1,700 each to manufacture. /
I have discussed this problem

with our engineers and cost ac¬

countants, and frankly, gentlemen,
we can't.even hazard a guess at
what the retail price would have
to be on complete color television
receivers built for use by the pub¬
lic. ■ '/ / '/

Public Effects

Now let's consider television
from where you and I sit as mem¬
bers of the great consuming pub¬
lic. I have had: it in rav home for
the past 10 years, and in recent

years I have seep what it has done
to me and my family repeated
again and again in the homes of
friends who purchased television.
Make no mistake Obout this fact

—television is going to change
your way of living. You may not
believe it but the day you install
a television receiver you sign
away an average of from 3 to 20
hours a week that you formerly
devoted to other things. In spite
of inadequate programs and the
failure of television to present
some of the things you most want
to see, you will find yourself
staying in after dinner to watch
those moving pictures. Some of
you will delight in the best the¬
atrical /entertainment television
has ' yet offered— namely the
phoney wrestling matches. Sport
lovers will watch football, base¬
ball, basketball with a pleasure
that they never received • from
radio broadcasts. In fact, many

sport fans have reached the point
where they prefer to watch their
favorite events over / television
rather than in the actual audience
at the stadium. • ///-
; 'This fascination of television is
already taking place in millions of
homes. It has cut down on movie
attendance, reduced radio listen¬
ing, and made fewer the number
of hours that people can spend
outside their homes. What Henry

j?ord did by taking people out of
their homes and putting them on
the highways, television promises
to undo by letting them stay in
their living rooms and peer

through a porthole at the world
around them. '

Trend of Prices - •

I am often asked about the trend
in receivers, prices, etc. As I said
before, the industry has come a
long way in three short years-
far enough so that some general
conclusions are justified/..Quality
of receivers has been greatly im¬
proved, and there has been a
steady trend toward larger pic¬
tures. Prices have stabilized, and
the day is just about past when
people will pay fantastic prices
for poorly made and poorly per¬
forming equipment.
In fact, the day has past when

loft manufacturers can find the
radio industry a profitable home.
FM and television, which require
research and scientists of the
highest caliber and which require
delicate, precision manufacture,
unknown in the old days of radio,
have changed the character of our
business entirely. There was a
time when a man with a soldering
iron and a pair of pliers could buy
a few parts and assemble them
into a satisfactory radio set. To¬
day an investment of many mil¬
lions is required to achieve vol¬
ume production of quality mer¬
chandise. This is all to the good,
of course, because it insures bet¬
ter quality and better value for
the public, and minimizes the risk
of purchasing orphans.
I have no doubt that an accept¬

able solution will be found for the
technical problems presented by
melting the freeze on the present
12 VHF channels, opening the 42
new UHF channels, and bringing
about an orderly development of
color. But there still remains one
problem which is of extreme im-
oortance to the entire industry.
That problem is the economic one
of presenting fine programs, not
now available to television, end
of enabling television stations to
operate, at a profit.
1 The biggest worm in television's
apple is programming, with its
production headaches and high
costs. It seems apparent to me
that the only feasible {solution to
this problem is to put television
entertainment, as well as televi¬
sion commercials, on motion pic¬
ture film. I believe that the great
majority of material to be tele¬

vised in the future will be from
film. , *1 • > ;■ ;

Most people, forget that what a
viewer actually sees on the tele¬
vision screen in-his own home is
in fact, a motion picture, whethei
it originates in the studio as i
live broadcast or from a piece o;
film. Consequently, television wil
be judged by motion picture
standards, and will be forced tc
the same techniques and skill;
ithat have made movies our great
j est medium of visual educatior
and entertainment. .

Movie makers frequently spcnc
millions on the screen version o:

a play that could be produced foi
a few thousand dollars if filmec

directly from the stage production
Television will require production
of the same caliber, which. nieam
it

r must employ the know-how
and skills of Hollywood. ; . /,

An Economic Monstrosity
Television today is an economic

monstrosity.' Its popularity ii
spectacular and it has • already
proved a dangerous competitor tc
the motion picture industry am
to others. Yet, it is causing enor¬
mous losses for broadcasters ant

has found no way to pay for the
really high caliber, costly enter¬
tainment provided by Hollywood.
In the past the barrier to tele¬

vision's use of Hollywood movies
has been economic—advertisers
cannot afford the terrific produc¬
tion costs that make good movies
.what they are.
s Without films, even a biggei
share of the advertisers' money is
not the answer. Most advertisers-

appropriations, for a whole year,
couldn't buy a week's supply oi
the great entertainment now re¬
posing in Hollywood's film cans
But there is an answer. Give

television the quality films pro¬
duced by Hollywood, AND, give
j television a box office/ Let the
public pay for better entertain¬
ing !;. //:/:/ .4,'.■ ' ,/
: Set owners in five different
television areas said they would
willingly pay for first-run movies
and other costly programs, ; v-; /::
Replies to a survey of nearly

10,000 set owners conducted by
LaSalle Extension University in¬
dicated that in Pennsylvania 49%
would pay / to see «Hollywood
movies.on television; in New Jer¬
sey, 52%; in New York, 64%; in
Chicago, 70%, and in Connecticut,
76%. ■////■/,
And in Los Angeles, another

survey conducted by Television
Research showed that 73% woulc

gladly pay to see first-class
movies in their homes. : /

A few months ago Zenith con¬
ducted a post card survey in 25
different American cities, in
which we asked,
"Would you pay $1 per picture

for you and your family anc
friends to see first-run movies in

your home, on television with
telephone wires?"
On the cards returned, more

than 83% voted yes to this ques¬
tion. There is no question at all
about it—if we give television a

box office, then television and
Hollywood together can give the
public what it wants. < <

Phonevision /
,

Our company has come up with
Phonevision as a method of pro¬

viding the necessary box office
The principle of Phonevision is
very simple. :•;;> • :•' ■..', / •/'■■■ <; * -
When a transmitter is present¬

ing entertainment for which the
public is to pay, it broadcasts only
99% of the picture over the air.
This picture is garbled and blurred
and is what will be seen on every
television receiver , not equipped
for Phonevision.
The remaining 1% is the key

signal that Will clear up the pic¬
ture and make it just as perfect
as a standard television transmis¬
sion. It will reachthe subr
scriber's home over his telephone
wire. In order to get this service
and see the feature, the subscriber
must call the Phonevision oper¬

ator to get his line plugged into*
the phonevisidn signal. '
Phonevision signals don't inter¬

fere with the "phone itself. They
are. stopped by a filter arrange¬
ment that keeps them from get¬
ting into the telephone, and that/
prevents telephone conversation*
from getting into the television/
transmitter. Consequently, it is,
possible to use the telephone atM
the same time that your television,
receiver is receiving a new' mq-/
tion picture by phonevision.
F6r this service a fee of perhaps

$1 a movie will be charged. Froim*
this charge of $1. per picture per^
home will come sufficient revenue,,
to pay Hollywood for its costly
productions plus additional rev¬
enue for the telephone line service
and for the television transmitter*
The broadcaster's income from*
the Phonevision presentation o£
new movies will, be fay greater
than the sale of the same amount-
of time to advertisers. This will
mean, at long last, profitable
operation for television broad¬
casters. y *

Phonevision, bringing the toj*-
flight visual entertainment that
people - demand, will expand set
sales into many millions.

, Present television stations, aiici
those scheduled to. go on the airK.
are in urban, highly populated!,
areas. Not only will the number
of set owners in present television,
areas increase, but Phonevision
will create audiences in areas that '
otherwise would " have had no*
hopes of r e'cei vi ng television*1
There are hundreds of towns,

throughout America that already?,
support one or two local radioF,
stations. But even the smallest
television station meahs an outlay/,
far beyond the resources bf the.
average small town. With Phone¬
vision available, hew stations ca»J
profitably cover the country; They
can tie-in to network shows, both.(
sponsored and Phonevision, They
can provide local Phonevision^
showings of quality motion pic-f
tures or local sporting events—-
and

. they can ,tie-in for , these/'
events on national networks.

f

Phonevision .will not replace./
television, but will be an added,
service, just as phonograph rec¬
ords on a radio-phonograph com¬
bination are an added n service*,
The same transmittertwiljt,operate
both pay-as-ypu-see. .Phonevision.
and advertising sponsored tele¬
vision at staggered hours. The
same television sets Will receive
Phonevision for which the owne*

is billed, and advertising spon¬
sored television programs as we
know them today. When colo*„
comes, as it will some day, Phone-*
vision will operate just as well
with it as with present mono-'
chrome. \

. /
, /. ''' .//

Phonevision will cause the sale"
of many millions of ; television
receivers with, ultimately, na¬
tional coverage comparable t®
that known today for radio. It
Will provide for motion picture
producers a gigantic new audience
from the more than 65,000,00®
people who could go to movies?
but who seldom or never do. \

There are more than 25,000.00®'
home phones in use today, ancl
the number is growing rapidly;
This assures wide coverage by
Phonevision. \ v • ,

The paradox of Phonevision - iar
that it, can / deliver first-rate
movies to the home at one-thir®.
of the price now paid by the pub-,
lie and still give the produce*
twice as much revenue per person
as he now receives. -

Within a few years, virtually allt
of television's entertainment wiH
originate as motion pictures. The
demand for new top-quality films
will exceed any yet experienced*
The revenues produced/by tele-
vision-Phonevision - will bring. m-
new period of prosperity to the
motion picture producer.; Phone¬
vision will make television the
greatest entertainment and advert
tising medium the world has ever
known.

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



30 (1778) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday,-November 3, 1949

AsWe See It
(Continued from first page)

of the type of programs which the party in power has
been developing and putting into effect. We have no
doubt at all that such a change in "sentiment" in the
electorate would be quickly- reflected in public policy.

It Can't Re Done <''X\
But however all this may be, the fact remains that no

way exists by which it is possible to patch up socialism
communism or any of the other "isms" which at bottom are
either identical or closely similar, so that they can function
as effectively as competitive, free enterprise to bring relief
and comparative well-being to a people situated as are the
British at the present time. It is when this fact is taken
fully into account that the thoughtful observer comes to
realize that steps now proposed (so far as they are known
and understood on this side of the water) cannot hope to
do more at most than merely j to palliate the conditions by
which the British people are now confronted*

If all this were confined to Britain, or even to a

dozen other countries throughout the world, and did
not touch our own shores or our thinking, it; would ;

scarcely be appropriate to giye much space to the matter
in these columns. The fact js, however, that these con¬

ditions are definitely not met. In the first place, we are :

still supplying other peoples, including Britain, with a

great deal of the product of our labor gratis/ Many of
these peoples, including Britain, still cling to the idea
that patched-up socialism or modified communism, or,
perhaps, some form-of compromise between socialism
and free enterprise * can accomplish - successfully and
even quickly the tasks wljich practically all of the
European nations must accomplish before they can re¬
turn to whatathey once regarded as normaL What is
more, there are a good many within our own borders
who continue (despite all that has occurred) to be im- '

pressed by the high-sounding generalities expressed by
statist governments throughout the world, and partic¬
ularly by the glib spokesmen of the British regime now
in power.

Inalienable Weaknesses

It may, accordingly, be well to set down for the record
some of the inalienable weaknesses of any statist or collec-
tivist economic: regime, whether it terms itself socialism,
communism, fascism, or even (as is the case at times today)
democracy? The first and most, glaring infirmity of such
regimes is that they undertake—whether consciously or not
is unimportant—to sever, or £t all events to weaken, the
relationship between what a mjan has and what he produces.
"Fr.om each according to his. ability; to each according to
his need?, is the formulation!of the more extreme type of
this thinking. The same idea in myriads of forms is found
throughout; the world today. > V ; : /

One of several requisites of sound taxation as ex¬

pounded in convincing form as long ago as Adam
Smith has, for example, beep employed to carry what is
known as "progressiyism" to such extremes that there
is. but little reason why a man of extraordinary ability
should exert himself fully in the production of the good
things of life. Again, either through legislation or gov--

ernmentally supported unionism, the state has been-
reached in which vast numbers of men (and some

women) now receive vastly more than they are willing
to produce — at the expense inevitably of the others iny
the community who in one way or another receive less

'

. than they produce. j-'1'./: - '•< < :

Evil Is Compounded
This evil is often compounded several times,-over by

procedures, or programs devised for the purpose of either
concealing its effects or presumably of curing them. Thus,
in this country we have recurring talk of "incentive" taxa¬
tion and many similar programs by, which the tinkerers in
Washington think they can replace incentives they them¬
selves have t^ken away. Moreover, redistribution of income,
coupled more often than not with inflationary programs of
one sort or another to keep the economy going, ordinarily
give rise to problems of price distortion, apparent shortages
andvVarious other ills and ailments which "must" then be
cured or prevented by controls and regulation. : In this way
another-.wave of maladjustments and difficulties is brought
into being., ;• - - -

:, No one has yet found, and in our judgment no one
will ever find, any incentive or any regulator so power¬
ful and so beneficial on the whole as the simple one of
permitting tho individual to have* to hold and to enjoy
what; he himself produces 4- and (save in cases ordi¬
narily regarded as charity), nothing more. Such a sys¬

tem has brought the world to where it is today in an
economic sense and if the world is to continue to pro¬

gress it will be that principle which will take it forward
in the future. X,-- 5 1 • '■<'* : vV;^'v

; Vox Populi :

Closely related to this divorcement of production and
ownership, is a second fallacy of all forms of statism. That
is the notion that somehow there resides in "the people"
an element of wisdom which they as individuals do not
possess. By such process of reasoning the conclusion is pres¬
ently reached that by the popular ballot it is possible to
select a small group of men and women who can plan and
direct the economic life of a whole people or of many

peoples, possibly of all peoples, with results vastly to be
preferred to those which regularly flow from the ordinary
processes in which each man looks after his own interests
in his own way. If economic history proves anything, it is
that this is a basic fallacy.

When, therefore, the news from Britain is analyzed
these days it is essential to bear in mind the simple fact
that nothing short of an abandonment of socialism will
really bring relief to that stricken country.

Current Trends and

(Continued from page. 11) r .. . - -

grow markedly if and as rates of Tproducts would fall to-"floor"
contribution rise (both to meet
requirements under the present
setup and • to support probable
liberalization), coverage is broad¬
ened to include workers ; in cur¬
rently uncovered occupations and
benefits are : liberalized., More¬
over, extension of private pension
schemes will reinforce this trend
since from the built-in flexibility
viewpoint at least their opera¬
tion is much the same as that of
the Federal system. All in all .the
whole pension setup promises to
constitute a significant weapon in
our present arsenal of automatic
compensation for business fluc¬
tuations. -

(4) Price Supports for Farm
Products — Insofar as concerns
built-in flexibility, the effect of
such devices—at any rate to the
extent that they resemble those
with which. we have had expe¬
rience to date in this field—is to
vary government outlays (and
thus; other things equal, the vol¬
ume of purchasing power) in¬
versely , with business activity.
When general recession hits, and
demand for "supported" products
slides, prices tend to move below
support levels and the govern¬
ment steps in to counter this
trend by acquiring "surpluses"
directly or indirectly. As condi¬
tions improve, there is a rise in
the demand;, for food and a

shrinkage in government outlays,
the latter ceasing when private
consumers are prepared to take
at least the current output of all
"support" products at or above
support levels. In practice, the
stabilizing character of the pol¬
icy is tempered somewhat by the
fact that, resting as they do on

parity formulae, the support lev¬
els are likely to move downward
when prices in general are fall¬
ing, and vice versa; but the net
effect will nevertheless be posi¬
tive and (under anything approx¬
imating present rules) substan¬
tial—unless years of prosperity
ihappen always to be years of ex¬
ceptionally good crops, and vlce-

, versa, which is hardly to be ex¬

pected. v j4 r* r * : r. »''r -;.

| V'At this point.I would like to
;interjectt. some; comments upon
Two. matters, relating to the price
;support issue that have . invari¬
ably suggested .themselves to me

5whenever I have had occasion to
iconsider it jn recent months—
ngrpely, (a) the role of the policy
in the 1948-49 business picture,
>and (b) the general appropriate¬
ness of a system of farm product
;price supports.-/ • . ,•

j Try the fall-of» 1948 forward
jworld crop, prpspects were ..such
ias to generate expectations that

prices of most major "support"

levels (and in some cases below
the latter insofar as absence of

storage facilities prevented farm¬
er's from satisfying the terms for
procurement loans on"sur¬
pluses"). In some quarters, this
outlook was usually offered as a
reason for expecting general re¬
cession in the system. In others,
which foresaw the declines as re¬

sulting. simply from significant
jumps in supply for home use
rather than weakening domestic
demand, this postion was re¬

garded with some skepticism, but
the effect was dealt with as being
at best not more than "neutral"
—that is to say, as reflecting a
shift of spending from the farms
to other areas and as generating
strength in the latter correspond-

; ing roughly to the weakness
emerging in the farm sphere.
Rarely has it been held that the
net effect might be a substantial
stimulus to the system as a whole.
But, among a few, I suspect that
to be the case. My reasons are as
follows: *

(1) On the average, farmers
save more from a given money
income than do non-farmers fall¬

ing within the same income class.
A shift in disposable income to
the latter, therefore, will lead to
a net gain in consumer spending.

(2) In ordinary circumstances,
the favorable effect of No. 1 might
be offset partly or in toto by farm¬
ers' tendency to reduce; invest¬
ment outlays more than do non-
farm consumers when they suffer
a loss in income (and also of couvse
the reverse).f But' circumstances
were not normal. Relatively speak¬
ing, the farmers were and would
remain much better situated with
respect to liquid asset holding anil
lowness of debt than were other

segments of the economy. This
fact, coupled with continued ur¬

gency of needs for farm equip¬
ment, construction and land devel¬
opment work meant that farmers'
investment expenditures would be
unusually insensitive to a fall of
income.S : v.y
~

(3) To the extent; that farm
prices threatened 5to" sink below
support ievels, the Federal Gov¬
ernment would be obligated to ab¬
sorb the "surpluses" through pur¬
chase or acceptance as collateral
for loans, thereby making a net
addition to total purchasing power
and thus total spending, r

f Effect of Farm Supports^ f
"

Although it is not yet possible
to determine exectly the total af¬
fect of these forces, sufficient data
are on hand to enable us to state

that matters have developed much
as foreseen above. More specifi¬
cally, farm investment has re¬

mained strong despite current and
prospective declines in farm in¬

come, and support payments have
risen very substantially. It is this
second aspect, the matter of sup¬
port payments, however, that is
important in this connection. So

long as the present type of legis¬
lation prevails, we may expect
(subject to the general qualifica¬
tion above concerning the possi¬
bility of poor crops in depression
years and good ones in good
years) that a rise in support pay¬
ments will occur regularly in time
of recession with tempering ef¬
fects.

Now a few words on the second

subject, that of the appropriate¬
ness of farm product price sup¬

ports. In my judgment, the sort
of policy we have been pursuing
during the past decade or more

and .threaten to pursue in the
near-term future is rather unfor*

tunate. Even if some form of in¬
come support is thought to be ap¬

propriate to alleviate the farmers'
plight—and I guess that the case
is arguable—the method of clip¬
ping consumers through high mar¬
ket prices plus government der
struction of surpluses and/or crop
control schemes is not very ap¬
pealing..; When support payments
have to be made and attempts are

made to raise taxes sufficiently to
to cover them, the consumer- is
had both ways directly--through
high prices for his food and higher
tax burden. When crop restriction
obviates support payments, prices
are likely to rise still higher and
resources are xnalallocated, f i.e*
inducement or compulsion to shift
crops into a better relationship to
the pattern of r demand..:is from
farming to nonfarming, blunted. I
think sometimes that we should
consider seriously placing primary
reliance upon so-called forward
pricing systems, which entail that
farmers sell at whatever prices
free markets will bring and are

paid subsidies by the government
to offset any excess of the previ¬
ously set forward prices over that
established by the market. ' Any
such plan confronts major ana¬
lytical, political and administra¬
tive difficulties, but it would he
much superior to present arrange¬
ments both in logic and in equity.
It . would contribute to short-run
buijt-in flexibility in much the
feame way as does; the present supt
port program.
All this has to do only with the

concept of farm support and not
with the possibility or even proba¬
bility of political abuse—and even
the question is properly raisecj
only as to its relative weakness
in that regard as compared with
any other farm ' plan—especially
with what we have had and are

now having. y .. •

In conclusion, it is safe to say,
I believe, that whatever form if
may take, cyclically varying 'in¬
come supports for farmers are
here to stay as a significant part
of our "mixed" economy's built-in
flexibility. - -

Before turning to my next gen¬
eral subject, I would like to un¬
derline the importance of the rapid
growth in the degree of our sys¬
tem's built-in flexibility. It will
be clear of course that it has the
direct effects both of narrowing
markedly the swings to which any
given pattern of initial changes in
demand will give rise and of re¬
tarding the rates at which we ap¬
proach turning points. What may
not, be so clear at first sight is
that these effects have a very im¬
portant indirect consequence. They
provide policymakers with more
elbow -room- (and more of a

breathing-space in which'to use
such room) to judge the strength
and probably duration of the un¬
derlying movements and. thus to
determine whether and to what
extent discretionary measures to
checks or reverse such,movements
should be taken. This is of major
significance. The more rapidly it
proves "politically" necessary to
take discretionary steps, the piore
dubious are such measures likely
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to be even if there has been some

preplanning. And irrespective of
the character of the measures,
careful analysis of developments
is always necessary to insure
against aggravating rather * than
helping matters by acting at the
wrong time. Recent discussion has
made elear the fact that this is
a sefious danger—stemming from
the lag between the need for ac¬

tion'■and recognition thereof, the
lag between such recognition and
the taking of action, and the lag
between the latter and realization
of its effects.' (The decisive merit
of built-in flexibility of course is
that;in its case such lags are vir¬
tually k absent.: The effect is
prompt. Elements therein operate
likerantibodies in the human sys¬
tem.) I would offer only one fur-
ther comment here. To strengthen
the case for taking the time to
evaluate discretionary action, it is
desirable to make sure that the
public is aware of just how much
stronger is our built-in flexibility
than; in by-gone days. Otherwise,
they may easily be stampeded
with the cry that another "Great
Depression" is in the wings with
seridus results in the form of pan¬

icky and ill-favored policies. "

Price Expectations

One factor receiving;: heavy
emphasis in explanations of cu¬

mulative upward or downward
movements offered during the
past, ten to twelve years has been
price expectations. - Put very

crudely, the argument is that if
and when prices fall off (rise) as
over-all demand declines (in¬
creases) there is a tendency to
postpone (accelerate) buying,
with the result that the price
changes, instead of operating to
compensate the initial shift in ac¬

tivity, produce further' move¬
ments in the same direction and

thus aggravate matters. This de¬
velopment, it is held, may not oc¬
cur after the first price change
(i.e., this change may have par¬

tially compensating effects by
stimulating buying). But if the
latter does hot succeed in erasing
unemployment (or checking suffi¬
ciently over-all demand), a belief
arises that further changes in the
same direction are in the making
—in economists' lingo, price ex¬

pectations - become increasingly
elastic—and the trend becomes

self-generating with spiral effects.
I entertain rather serious

doubts with respect to the fre¬
quency of such relationships, fa¬
voring the view recently ex¬

pressed by one well-known econ¬
omist1 that in the past really
major cumulative effects of this
order are found only in advanced
stages of drastic inflations or de¬
flations. Nevertheless, they may

often have been effective in some

degree. And insofar as this is the
case, it seems probable that, ow¬
ing to recent developments, we
shall find their strength to be de¬
clining markedly henceforward.
Of such developments and their
implications, the following merit
explicit mention:

(1) The rapid spread of strong
union organizations and the jump
in minimum wage rates combine
to insure that wages in general
will decline, if at all, much less
and much more slowly when de¬
mand shrinks. This "downward
rigidity" in turn places a strong
prop under prices. (Talking now
only about the possibility of cu¬
mulative decline in prices, not on
the old issues of whether in the
long run demand is more than
correspondingly curtailed by the
failures of prices to decline with
it.) Insofar as consumers base
their judgments concerning fu¬
ture cyclical price patterns on
what they remember from the past
(or what they are told by econo¬
mists is the "truth" about the

past), this will not lead to a
change in buying behavior. But

1 See M. Friedman, "Rejoinder" [to
Neff's comment on his paper, "A Mone¬
tary end Fiscal Framework for Economic
Stability'']. American Economic Review,
September 1949, p. 954. <

a few dashed * expectations of
quickly falling prices and growing
recognition of the new,-wage pic¬
ture' should alter suth-behavior

rapidly. Indeed, it seems to me

that there is already widespread
recognition1 of the new environ¬
ment. The upshot will be to di¬
minish markedly the strength of
the perverse expectations.

(2) As shown above," present
and prospective farm price sup¬

port policies set sharp limits upon
the permissible degree of decline
in "support" products. For "sup¬
port" items with respect to which
postponement or acceleration of
buying is convenience, therefore,
the range over which expectations
can become elastic with respect to
downward ' price . movements is
much smaller than in prewar days.

(3) The preceding points re¬

quire qualification insofar as

wages and farm product price
levels are dependent upon move¬
ments in other prices. In practice,
however,* such dependency is not
very greabin the case of declines.
The number of wage rates de¬
pending on cost-of-living index
movements, e.g.; is very small, and
there is usually an absolute limit
beyond which further downward
adjustments are not-made. Broad¬
ly speaking, allowance for > such
influences would call for only a

slight modification of the fore¬
going conclusions. ; - r'K
(4) The picture with respect to

price rises is somewhat different
since farm product price jumps
are not subject to any celing, up¬
ward wage pressures may be ex¬

pected to be greater than here¬
tofore at any given level of em¬

ployment, and formulae relating
wage boosts to rises in the cost of
living are usually ; open-ended.
Indeed, I think that we may count
upon expectations of rising prices
in prosperity (within limits set by
built-in flexibility) to be some¬
what more elastic ..than was the
case in the 'twenties. I Would

judge, however, than any increase
here will be more than compen¬

sated by the secular decrease
forecast in the case of price de¬
clines, thus tending to shrink the
amplitude of swings,, which is all
that we are talking about. '

My genera 1 conclusion is,
briefly, that taking the cycle as
a whole I would consider ;the
tendency of perverse expectations
to aggravate cyclical .movements
to be less than before the war.

Money, Other Liquid Assets and
Monetary Policy T"

I turn now to the- relationships
between the size and composition
of our system's supply of liquid
assets (and the monetary policies
they are likely to induce) and
cyclical fluctuations. These are so
numerous as to defy even listing
in the available time. • There are,

however, a few key ones upon
which it is possible to comment.
(1) World War II left-us a

heritage of completely liquid" or
vey highly liquid assets. The-first
is provided by cash plus insured
demand and time deposits. The
second includes marketable and
non-marketable but cashable-on-
demand government 1 securities.
These assets in aggregate are stilt
much larger in relation to nation¬
al income than in earlier terms.
The effect of this new relation¬
ship is, other things equal, to
strengthen substantially the re¬
sistance to a deflationary move¬
ment that the very -"existence of
such holdings offers. And bear in
mind that this resistance draws
strength not merely ffbm the rela¬
tive size of the stock Of assets but
from the fact that declining prices
operate to raise their real value,
thus stimulating consumers' ex¬

penditures and investment at any
given level of real income.

(2) The emergence of Govern¬
ment deficits on downswings due
to built-in flexibility will itself
tend to increase the quantity of
such assets, depending in, part on
the method of financing. • £his in
turn will tend to strengthen

spending for . the reason given in
No. 1—a strengthening additional
to that which stems from the rise
in disposable income resulting
from the deficits. *

(3) Forr a variety of reasons

ranging from fair to highly ques¬
tionable the Government authori¬
ties seem agreed that marked
fluctuations in market price of
Federal securities will be intoler-
ablei In consequence, they-engage
to hold prices of marketable is¬
sues within rather narrow limits.

Implementation of such a policy
of course aggravates the difficul¬
ties* of controlling inflationary
tendencies. ' But more important
from our viewpoint, it does add
still further strength to the sys¬
tem's resistance to cumulative re¬

cession by removing any great
likelihood of destructive liquida¬
tions of purchasing power similar
to those rising from bank loan
reductions in prewar downswings.

(4) Apart from this point, there
seems to be good reason to think
that the monetary authoritieswill
be much'more alert to provide
easy money > conditions when re¬
cession evidently holds sway and
much more reluctant than hereto¬

fore to.» tighten1 credit markets
when the Outlook is uncertain. In
and of itself/ this approach is un¬

likely to exercise a large stimu¬
lating effect upon activity. It will,
however,-' contribute something,
and the result again will be in the
direction of mitigating ... down¬
swings.- ./I. question whether we
shall again see perverse actions of
the sorts occuring in 1931; and
1937. '

(5) We have become quite handy
with selective credit controls—in
"the fields of installment buying,
margin requirements, etc. Air
though recent experience in the
former connection is not wholly
without discouraging aspects, the
postwar record as a whole sug¬
gests that—-in bearing in mind the
large percentage of bank loan ac¬
tivity they cover—reliance upon
such instruments can do much to
moderate expansion (and thus the
basis for subsequent contraction)
when activity is high. Here too
there is some reason to expect a

picture more favorable than that
of the past. , ; , : •

I am painfully aware that all
this is very broad and general
and would require divers qualifi¬
cations if it pretended to treat
the subject problems thoroughly.
Nevertheless, the main points
stand forth clearly and almost
without exception seem to me to
indicate the same general conclu¬
sion—both the relative scale of
our liquid holdings and the bias
of policy in the monetary and
debt management fields are such
as to provide much stronger de¬
fenses : against cumulative defla¬
tion than in days gone by. That
the same bias tends to render us

more vulnerable to inflationary
presures is equally clear but is
not the immediate subject.

Other Factors

Under this catch-all, I mean to
include the situation with respect
to our willingness and prepared¬
ness to take careful discretionary
steps of a non-monetary or fiscal
order to moderate cyclical move¬
ments. Extensive discussion is
impossible, but my impression is
that we are now in better shape
in. this'"respect than in prewar
days. Contra-cyclical public works
policy (defined to include public
housing policy) is at once the
most instructive and practically
speaking the most important ex¬
ample. In my judgment the re¬
cent literature on this subject has
been very realistic in discussing
the limitations of such a policy—
the difficultes of initiating and
accelerating or retarding projects,
for example, or the problems con¬
nected with development of stand¬
ards to determine when accelera¬

tion or slow-down is in order and

the difficulties in more or less

maintaining a sufficient stock of
useful projects. But in all respects

it seems clear that we have ad¬
vanced somewhat towards solu¬
tions. We know much better what
sorts of projects^ serve best the
purpose of deliberate acceleration
or retardation. We have one good
first test for action in the aim (of

"achieving approximate stability
in the construction industry"—
even though it will occasionally
tend to push building' ahead*in
stable or even inflationary periods
and in addition does not neces¬

sarily meet the problem of spot
unemployment ; (which I would
not seek to meet in any but severe
hardship cases) and runs the risk
of solidifying some serious struc¬
tural defects of the construction

industry. • And we are in better
position with respect to a projects-
shelf—although so to say is less
to praise the present situation
than to indict the past. At any
rate, we ought to do better on this
score. 'And again the result will
be to narrow the range of fluctua¬
tions. >

Summary :

The time has come to restate in

summary form the key point of
my comments • and to guard
against a ^misunderstanding ".to
which I suspect/they may lead.
I can best do these things by try¬
ing to answer a couple of self-ad-
dressed questions.-j" / ;
First, am I declaring that we

are through with major recessions
unless the government so acts as

to counterbalance or more-than-
counterbalance built-in flexibility
by discretionary action (e.g., rais¬
ing tax rates and cutting Govern¬
ment expenditures to keep ; the
budget in balance (or even re¬
duce the debt) as yields fall off
due to declining business — our

policy in 1931-32)?; Not all all.
Our system still exhibits (and
will doubtless always exhibit) a

strong tendency to bunch demand
for both consumers' and produc¬
ers' durables—a cyclical pressure
that is reinforced by the elasticity
of the credit system. You could
observe such bunching for your¬

selves in many fields during the
past two or three years. . More of
it is in prospect for another year
or so. The ultimate effect will

probably be unruly replacement
cycles in the mid-'50's or late
'50's. /My point is rather that with
the outlined changes in the sys¬

tem's structural properties and
with what promises to be a more

effective policy, we can look for
significant easing of the down¬
ward pressures. I do not believe
that we can have another 1929-
1933; and I doubt whether we
shall have downswings that are

both as abrupt and as deep as
1920-21 or 1937-38 —though the
possibility is not excluded and
amplitudes equalling or exceed¬
ing those of the cycles in question
are conceivable. ; , . ■

Secondly, does the strengthen¬
ing of our defenses against severe
downswings mean that we" are

well on the way to resolving our

major economic difficulties? Here
the answer, I think, must be def¬
initely in the negative. ' Many of
the same forces that yield this
result are now' producing or

threatening to produce serious
long-run disturbances—rendering
secular inflation difficult, if not
impossible, to check, for example.
Some of them moreover, in con¬

junction with other attributes of
our institutional framework, espe¬
cially perversities in the Federal
tax system and a growing will¬
ingness to make inconsistent wel¬
fare commitments, present a real
threat to the preservation of a

free and'workable system—re¬
ducing incentives to dynamic in¬
vestment, penalizing savers in all
income classes and coming finally
to the point at which the com¬

munity will be unable to meet
from production the aggregate
pledges that will have been made.
We can easily work (and perhaps
are now working) our way into a

fatal mess. Happily, however, this
can only be a subject for another
talk.

. * "' ' .

Wilbur Wiltich lo Be'
Partner in Grimm Co. <

Wilbur R. Wittich will be ad¬
mitted to part-

*n e r s h i p in
(Grimm & Co.,
44 Wall Street,
(New York

< City, members
.of the New

j, York Stock
. Exchange. Mr.
; Wittich was

*

d o r m e r 1 y
'Manager of
the trading

'

department of
*

the New York
office of Wal-

ston, Hoffman
WilburWitlich & Goodwin

and prior
thereto was a partner in Maxwell,
Marshall & Co.

Hunter & Co. Offers
Anchor Mines Stock >

An issue of 296,000 shares of
common stock of the Anchor

Mines; Inc., is being offered at' $1
per share by Hunter & Co., New
York. • .

; Anchor Mines, Inc.; it is stated,
offers an opportunity for specu-^
lative • investment • in an estab¬
lished gold mining property. En¬
tirely on the basis of the value of
its ; existing assets which include
machinery, mining claims and ore
reserves necessary for gold pro¬

duction, the company has previ¬
ously issued 300,010 shares of
common stock, 25c' par value;
which are outstanding. *
One small developed section of

the Golden Anchor Vein has, it is
said, already produced values in
excess of $2,000,000 at today's
prices and future possibilities are
favorable. To finance certain im¬

portant steps in converting these
potentialities into possible profit,
the company is now offering to
the public an additional 296,000
shares of its common stock at a

cash price of $1 per share.
; The mining properties of An¬
chor Mines, Inc.,: are located on
the ; south side of the Salomon
River Canyon 150 miles north of
Boise in the Marshall Lake min-f

ing district of Idaho. The: com¬

pany owns 38 claims of which six
are patented and 32 are mineral
locations, covering the projected
strike of five located and exposed
veins. : .

The Golden Anchor Mine has
been productive since its discov¬
ery. '
U. S. Mint receipts show that

bullion to the known amount of

$258,000 was produced by prede¬
cessors of the company between
the years of 1914 and 1920 when
gold was selling at $20.67 an
ounce. At today's prices the same

gold would bring $436,865.
From September, ' 1935, when

the immediate predecessor of the
company started milling opera-1
tions until April, 1942, when war¬
time conditions made necessary
the suspension of operations, the
total gross production was $1,-^
685,856 including $447.21 received
from lead and copper production.
Thus, in mining one small de¬

veloped section of one vein, the
Golden Anchor Mine has pro¬

duced values of $2,122,721 at
today's prices.
Many tons of commercially

profitable gold ore are standing
in the mine today awaiting the
resumption of mining effort.

J,k. Willing, Jr.Willi
Girard Trasl Company

'

PHILADELPHIA, PA.—J. Kent
Willing, Jr., recently with the in¬
vestment advisory department of
Smith, Barney & Co., Philadel¬
phia, has been elected trusts in¬
vestments officer of Girard Trust
Co.
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Where We Are Going and What to Do About It -1

(Continued from page 2)
Sam. Twenty years ago all vari¬
eties of government, omitting
Federal debt service, cost the
average family less than $200 an¬

nually. Today, the same service
costs the average family $1,300
annually. TVir. Average Citizen
today works 61 days out of each
year to pay the tax bill and, if
the spending measures now pro¬

posed are enacted, another 20 days
out of each year will be added,
or one week out of every 30
working days.

Approaching the "Collectivist
State"

Slowly but surely, over the past
16 years, we have been approach¬
ing the so-called "collectivist
state." One by one the areas for¬
merly subject to exclusive state
control have been taken over by
government. Public housing,
minimum wages and hours, edu¬

cation, social security and crop
control, are a few examples. So¬
cialized medicine is next on the

proposed agenda.
Someone has said "the tendency

of everything is to become more
so." This is particularly true with
the doctrine of states' rights. They
have practically ceased to exist.
Under successive interpretations
fry our Supreme Court there is
practically nothing left that may
be called intrastate commerce.

Elevator men and window clean¬
ers in an office building have
been held to be engaged in inter¬
state commerce because, forsooth,
the building in question is occu¬

pied by persons, some of whom
are engaged in interstate transac¬
tions. The small Ohio farmer is
fined because the wheat he raised
and fed to his own chickens for

consumption at his own table con¬

stituted wheat in excess of what
some agency in Washington told
him he might produce. The time
may soon arrive when the gov¬
ernor of no one of our so-called

"sovereign" states will dare blow
the gubernatorial nose without a

permit from Washington. Federal
control and Federal bureaucracy
march on! ;

There is now pending in the
Congress a bill designated as S281
and called "The Economic Expan¬
sion Act of 1949." Companion
hills have been introduced in the
House of Representatives. This
legislation, introduced by a strong
coterie of so-called progressives in
the House and Senate, would
throw wide the doors of the

United State Treasury to political
spoilation. It would place the gov¬
ernment in competition with pri-
ate industry in many important
lines. It appropriates $4 billion
for Federal meddling with our

economy and authorizes $11 bil¬
lion additional for public debt
transactions in the form of guar¬

anties, loans and other financial
commitments. No strings of any
consequence are placed upon the
expenditure of this, your money
and mine. Vocational training at
government expense, grants of
public funds for workers desiring
to move from a so-called "nor¬
mal" area to a so-called "de¬

pressed area, an unemployment
reserve fund of over $2 billion
and $4.% billion for financing
projects in economically unde¬
veloped areas throughout the
world, are a few of the high¬
lights. A more perfect picture of,
or a clearer approach to, social¬
ism can not be imagined—a pork
barrel which, for size and oppor¬

tunity for political "pap," has
never been equalled, not even in
the most decadent years of the
Roman Empire. This bill, I am

told, is well sponsored and may be
-enacted into law unless the

people awaken to its menace.

What of the People?

And what of the people? Are

they awake to the blessings of lib¬

erty which they enjoy, and alert
to defend them? Do they realize

that freedom is not a free gift but
something that must be eternally
fought for and defended? The
figures of the last general election
give a sorry answer. The suc¬
cessful candidate for the Presi¬
dency was elected in 1948 by only
a little over one-quarter of the
Americans old enough to vote—
16% of our total population. Of
72 million people in this country
qualified to vote, there were near¬
ly 23 million who did not vote in
1948 because of indifference or in¬
convenience. Those who ignored
their precious right of franchise
constitute over 95% in number of
those who actually voted for the
successful candidate. In contrast,
the vote cast at the so-called "free
elections" in countries dominated

by Russia has run as high as 92%
of the qualified voters. Can we,
say that our people are worthy
of free institutions while situa¬
tions such as this continue? Can

we, in fact, truthfully say that we
have each done our utmost to

remedy this frightful apathy on
the part of our people as to who
shall govern us? And if not, are
we who value our birthright and
recognize the consequence of
such apathy, much less to blame
than those who, through ignor¬
ance or laziness, fail to express
their free choice on election day?
I think not. ;' *->'
To account for deficiencies and

failures such as I have men¬

tioned, I fear we are quite too
prone to "pass the buck." The
tendency is to blame Congress and
the State legislatures, or the party
in power, for whatever we find in
the way of extravagance or mal¬
administration. It is; true, no
doubt, that much of the unwisdom
emanating from Washington and
our State legislative halls can be
laid at the door of pressure blocks.
Labor, certain segments of busi¬
ness, the veterans' organizations,
the farmers and the office hold¬
ers, all represent groups with spe¬
cial problems, well-organized and
paid lobbies, and all seeking spe¬
cial benefits and privileges for
their members. But collectively
these blocks represent only a por¬
tion of the total, and ways must
be found to counteract and bal¬
ance the terrific pressure they
bring upon our representatives if
our government is not to degen¬
erate into one run for special in¬
terests of the few at the expense

of " the many. As ex-President
Hoover well said in , his recent
Palo Alto address:

"Aggression of groups and
agencies against the people as a
whole is not a process of free
men. Special privileges either to
business or groups is not liberty."

What of the Future?

Now, then, what of the present
and probable future consequences
of the matters to which I have re¬

ferred? First and foremost I place
the loss of self-reliance, independ¬
ence and mental integrity on the
part of our people. If you, as an
individual, were faced with an

exceedingly heavy debt which, for
the payment of interest alone, re¬
quired your best effort and you

suddenly saw your income some¬
what reduced, it is unlikely that
you would try to solve your prob¬
lem by borrowing more and con¬

tinuing to spend at an accelerated
rate. Instead, you would work
harder, reduce expenses and save
more so that you could pay inter¬
est and something on principal,
based on your smaller income.
Certainly, you would not consider
that your problem would be made
easier by buying a Cadillac and
taking a trip to Europe on bor¬
rowed funds. Yet that is the ap¬

parent philosophy of many now in
Washington. * • •

- The legislation introduced and
the debates conducted in the 81st

Congress indicate quite clearly
what is happening. It is proposed
that every legal limitation upon

political extravagance be removed
and the wealth of the nation,
whether in personal hands or not,
be thus squeezed from a cornu¬

copia that is supposedly inex¬
haustible. We hear talk of a bud¬

get crisis. Were it only that, it
would be bad enough, but it goes
far deeper. There is a budget
crisis only because there is a moral
crisis and only because people
everywhere, high and low, have
been taught to believe that the
way to prosperity is through in¬
discipline and abhorrence of fru¬
gality; the rejection of all the
moral law on which the greatness
of this country was founded and
on which its permanent well-
being must rest.
"The people never give up their

liberties save under some illu¬

sion," said Edmund Burke, but
surely they ought not now to be
under any further illusion in this
country as to the necessity for ap¬
plying the brakes. We must real¬
ize that habitual "deficit financ¬

ing" is, in fact, a slow approach to
statism, one step removed from
communism. America is a com¬

mercial empire. The solvency of
its institutions and the sanctity of
its commitments are the bulwarks

upon which civilization depends.
Its productivity is the supreme
defense against: communism and
the hope of that portion of the
world still free. Above all, there¬
fore, sobriety in financing is re¬
quired and, not even Stalin, him¬
self is as grave a menace to hu¬
man liberty as reckless "welfare."
Wherever you find politics,

there you will find "pinks." A
"pink" has been defined as "one
who is too yellow to be red." He
only lacks the courage. He is a
pupil in the grammar grade of
socialism through which the timid
communist usually travels to
reach "red high school." These
birds and their upper grade class¬
men, the "commies," would sell
us down the river for generations
to come in return for a kind word
from Moscow and a remote hope
of being a commissar after the
long-hoped-for revolution. For
them the job of undermining our

economy, subverting our institu¬
tions and bamboozling our people
with their Moscow hog-wash is a
24-hour full-time job. And they
have made some progress toward
these ends. '

Hear what the Hon. James F.

Byrnes, former Secretary of State
under Roosevelt, said in an ad¬
dress delivered at Washington and
Lee University on June 18 of this
year, as quoted by the Associated
Press:' ; ■ V;;..V,'v""■ ■y
"We are going down the road to

Statism. Where we will wind up
no one can tell. But if some of
the new programs seriously pro¬

posed should be adopted there is
danger that the individual—
whether farmer, worker, manu¬

facturer, lawyer or doctor—will
soon be an economic slave pulling
an oar in the galley of the State."

Hear, too, what the Hon. Harry
F. Byrd, Democratic Senator from
Virginia, said in an address de¬
livered before the Chamber of
Commerce of the United States on

May 4 of this year:

, "I have never seen, in the en¬
tire 16 years I have been in the
Senate, such a well-defined, well-
planned effort irrevocably to com¬

mit this country to state socialism
as exists in the..Congress of the
United States today. Never have
I seen it as aggressive, as im¬
pulsive and as anxious to institute
these things in the body politic of
this nation, to remain there for
ever and ever." -

And please remember, my

friends, that once the dead hand
of government affixes itself to our

body politic, it is never released.
Socialist experiments are

equipped with only one gear shift,
forward, never in reverse. Trying
socialism in any form is like try¬
ing pregnancy—the trial is a com¬

mitment for all foreseeable fu¬
ture time.V.'-/ V•- - •

Do you agree with me when I
say we are traveling a dangerous
road? Do you believe with me
that government finance and
household finance are alike in one

important particular: the interest
and principal of debt must ulti¬
mately be paid unless the creditor
who holds the obligation is to be
robbed? Do you follow me when
I say that no city, state, or na¬
tion can spend and spend, tax
and tax, without ultimately ruin¬
ing its economy and despoiling its
people? Are we in accord on the
proposition that v/hat is needed
everywhere is less emphasis on
the rights of man and more em¬

phasis on his duties and respon¬

sibilities; less emphasis on how
one can obtain something of value
with no effort and more empha¬
sis on industry, thrift and char¬
acter? If so, you may want to con¬
sider what can be done about it

all. If not, I have no message for
you. \ :

What Can Be Done? 1

What can you do? A great deal.
You are a freeborn American
citizen with as much right to ex¬

press your opinion, thank God,
as the mightiest in the land. You
can be an active citizen, work¬
ing for the welfare of the na¬

tion, rather than a fatalist. You
can tell your representatives in
Congress what you think. You
can discuss, argue and persuade,
wherever it might do some good,
helping to- educate and arouse

public opinion. There are millions
of us capable of speaking up and
getting ; a ■"! respectful ,, hearing.
Thinking and- debate on such
matters must not be confined to

legislative halls. We should en¬
list the interest of clubs, schools,
fraternal organizations, civic or¬

ganizations, churches, and trade
groups, in the gospel of sound and
sane government. The Committee
for Constitutional Government in

New York, and the Citizens Com¬
mittee for the • Hoover Report,
with headquarters in Philadel¬
phia and branches throughout the
country, both non-partisan and
non-politcal, are- doing splendid
work and should be encouraged
and supported. An aroused, in¬
formed and active electorate
will turn the tide back to sanity
if the "underprivileged" business

men and women of this country,
the grept mass of citizOiiry! with
no axe to grind, awakeri to the
perils of the present situation and
get fighting made. You, and you,
can do much to enlist this army

of defense against the oncoming
forces of disaster. "Grass. roots"
work will be necessary. We did
this to sell hundreds of millions
in Liberty Bonds. With our very-

way of life at stake we can do
it again to defend the liberty for
which we were then fighting.
Vast unused forces and manpower
wait to be enlisted. Over three
million little-business men and
seven million little property own¬
ers are being slowly but surely
liquidated. There are millions of
our citizenry ground between the
upper and nether millstones of
high taxes and the depreciated
dollar, ready to fight for liberty
again if led by men who have
convictions that burn in their
hearts for the right as against
wrong. Liberty waits once more
for men like you, serving as the
volunteer leaders and organizers
of an American freedom move¬

ment. I conclude with a further

quotation from Hoover, the un¬

justly discredited of 1932, the
honored citizen and elder states¬
man of 1949: v'.'L ■

"A splendid storehouse of in¬
tegrity and freedom have been
bequeathed to us by our fore¬
fathers. In this day of confusion*
of peril to liberty, our high duty
is to see to it that this store¬
house is not robbed of its con¬

tents. • "\7r; -

"We dare not /see the birth¬
right of posterity to individual
independence, initiative and free¬
dom of choice bartered for a mess

of V collectivist • system. . . .The
Founding Fathers dedicated the
structure of our government 'to
secure the blessings of liberty to
us and our posterity.' We of this
generation inherited this precious
blessing. Yet, as spendthrifts, we
are on our way to rob posterity of
its inheritance. /
"The American people have

solved many great crises in na¬
tional life. The qualities of self-
restraint, of integrity, of con¬
science and courage still live in
our people. It is not too late to
summon these qualities." ' V
God grant that his last state¬

ment proves true. >

Inflation Psychology

(Continued from page 3)
tion that there is an implication (them as being completed. That
of dollar deterioration has little | trend might be accelerated by the
validity. * j indicated decline in profits, whichr
If one wants to look a consider- in turn, might be accelerated by

able distance into the future, he
will find more validity in the dol¬
lar deterioration argument. The
failure of commodity prices to rise
because of supply and demand
conditions, ; coupled with rigid
labor costs, government controls,
and higher taxes, is most likely to
reduce profits, and hence reduce
the incentive to expand produc¬
tive facilities to take care of

population growth trends. Mar¬
ginal productive capacity may get
squeezed out by bankruptcy. Ul¬
timately, therefore, increased de¬
mands of the larger population
would overtake productive capa¬

city and the relative shortages

an increase in corporation taxes.
These capital expenditures are the
most dynamic single segment of
the job creation part of our econ¬
omy and we seriously doubt that
the effects of this downward
trend on employment and pay¬
rolls will be offset by the sug¬

gested government deficit.
There is a veritable barrage of

questions about the prospects for
decreasing the value of the dollar
by raising the price of gold. In
the first place, let it be clearly
understood that the Administra¬
tion does not have the legal power
to so devalue the dollar without
the approval of Congress. There

would then cause higher com- j is some opinion to the effect that
modity prices. However, for prac¬
tical purposes it is important to

the Secretary of the Treasury
could vary the price at which the

realize that a lot of water has to j government buys gold, but, if he
go over the dam in the mean-! did this under present laws, the
while.

Business Activity /

The major trend of capital ex¬
penditures by business is down¬
ward because of the abnormal

purchased gold would have to be
segregated from our monetary
structure and the transaction
would be very similar to the
stockpiling of strategic war
materials. There is a serious ques-

boom in this type of spending that ti as to where the government
has been so evident since the end ld get the dollars to buy an
of the war. As one writer puts it, importa&nt quantity of gold on
rather than look upon these cap- such a basis. ' ,

ital expenditure programs as be- But suppose the price of gold
ing reduced, we should look upon were to be raised by taking ad-
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vantage of some legal technical¬
ity of oubious validity—which we

very much doubt. For each 10%
increase in the price of gold there
would be approximately $2.5 bil¬
lion of non-recurring "profit."
We emphasize the "non-recur¬
ring" aspect of the matter because
this would be a balance sheet
transaction rather than a continu¬

ing "profit." The "profit" could
only be used once in offsetting
Federal deficits. The money and
credit base would be enlarged but
certainly our economic prob¬
lems of ihe day are not concerned
with tight credit. There is# plenty
of money and credit; the problems
concern the use of that capital.
Wor.d production of gold is

about 28 million ounces per year,
so an increase in the price of, let
us say, $10 per ounce would mean
an additional $280 million, cer¬

tainly an insignificant sum in re¬
lation to the total monetary sup¬

ply of the world, or in relation
to the value of world production
of all goods and services. If we
eliminate the estimated gold pro¬
duction in Russia, we have to
think in terms of 22 million

ounces per year, or $220 million,
as a result of a $10 per ounce in¬
crease. U. S, production is about
2.5 million ounces per year and a

:$10 per ounce increase would
.mean $25 million. It is a little
;ridiculous to expect that figures
•of this size could have any im¬
portant fundamental bearing on
our economy or the economies of
friendly foreign powers.

Nevertheless, important psy¬

chological - and political factors
are involved. Unquestionably, a

large percentage of the people
believe that a higher price of gold
wf)uld * necessarily cause an in¬
crease in commodity prices, and
prospects of higher commodity
prices stimulate the desire to own

"'things.'" This is exactly the rea-
rson why gold price increases are
looked upon as a helpful political
tool. . / ' ;

It would seem to,,us that the
political party in power would
carefully reserve this "rabbit"
for a time when the economy was

really in bad shape, especially
when such a period of high un¬

employment was just before an

important election. Why should
they exhaust the "rabbit" when
there was no advantage in doing
so, especially when the effects
would be so largely restricted to
the psychological factor alone?
My reply, therefore, to inquiries

about the prospects for increasing
the price of gold is to the effect
that such a move seems complete¬
ly illogical from a political view¬
point at this time and that the
fundamental effects would not be

great enough to justify such a
move right now, anyhow. In our
•opinion, the prospects for increas¬
ing the price of gold would in¬
crease in direct ratio with de¬
terioration in the economy, with
the timing also being influenced
by the incidence of important
•elections.

Money Supply
In connection with the subject

of inflation, we must not forget
the figures on the supply of
money that is available to individ¬
uals and businesses. The total of
demand deposits and the time de¬
posits in reporting member banks,
plus money in circulation, was $89
billion on Oct. 12. This is about

$1 billion less than the same date
a year ago. Three months ago,
before the last reduction in Re¬
serve requirements and before the
latest seasonal upward trend in
business loans set in, the money

supply so calculated was also $89
billion. Thus, the money supply
available to the general public has
not been increasing in the last
three months and it is $1 billion
less than it was a year ago.

Suppose the government deficit
is to be financed entirely by bank
credit. It is quite unlikely that
the deficit would come into the

money structure to that extent,
but even if it did, the inflation¬
ary implications of such an addi¬

tion to an already large supply
could easily-be-, t offset by otner
economic forces. This large money
supply is a very handy condition
to have around when the other
economic factors are propitious
for activating those funds, but the
economic effects are much more

dependent on the use of the funds
than upon the supply itself. We
nad a period of very strong eco¬
nomic expansion during the '20s
with a much lower money supply
and we had a period of severe
economic contraction ih 1937-38
in spite of a relatively large sup¬

ply. ';;i.y/ "•>, .■"•V;-.>'•'
There seems to be a subcon¬

scious presumption that the gov¬
ernment deficit will automatic¬

ally cause higher commodity
prices and will stimulate activ¬
ity and that these two factors in
combination will improve earn¬

ings. We have already pointed
out why we believe the supply
and demand forces are pressing in
the direction of lower commodity
prices or at least will prevent a

rising trend. Meanwhile, the ten¬
dency seems to be in a direction
of no decline in labor costs, as
labor disputes are settled by
granting pensions. In our opinion,
the level of activity is more likely
to be influenced by the down¬
ward trend of capital expendir
tures by business than by the gov¬
ernment deficit. We also have to
take into our calculations the pos¬

sibility of higher corporation
taxes. Under these conditions, it
is difficult to conclude that the

government's deficit is likely to
cause any improvement in corpo¬
ration earnings. The economic
and political forces are in the op¬

posite directions. - , t

Stock Prices

I have, no doubt that the recent
flurry of inflation psychology is
having a favorable effect on the
demand for common stocks. As we

have pointed out, there has not
been a recent increase in the sup¬

ply of cash and its equivalent, but
v^e are quite sure that the fear
of inflation has activated idle
cash. The strength of psycholog¬
ical waves of this type are always
difficult to measure. Especially is
this true of the emotion created

by fear of inflation. About all we
can do is to recognize that there
is a certain amount of fallacious

reasoning involved and try to
guess w h e n the psychological
force will peter out. , " '

I cannot dismiss this matter of
the effects of inflation on stock

prices without directing attention
again to the fact that the stock
prices in England are near the
lowest levels in many years be¬
cause the inflationary aspects of
governmentspending and currency
devaluation have been offset by
the strength of labor, by increased
taxation and by governmental
pressures to keep commodity
prices at levels that would only
afford a meager profit. In this
country, we have a somewhat
similar labor cost factor, the poli¬
tical pressures are likely to lead
in the direction of higher corpor¬
ation taxes and the supply and,
demand pressures make it quite
unnecessary for the government
to use its powers to prevent high¬
er prices. Under these conditions
then how can we anticipate that
the benefits accruing to equity
ownership will be stimulated by
government spending in this
country any more than has prov¬
en to be the case in England?

Furthermore, it must be re¬
membered that we have a con¬

crete example in this country to
prove that a large supply of
money cannot alone sustain stock
prices. We refer to the 1937-38
period when, for the first time in
history, we had a sharp bear mar¬
ket in spite of a large money

supply.
Now let us try to guide all of

the foregoing into its proper per¬
spective. As we pointed out in the
beginning, we can see actual ex¬
amples where common stocks
were being purchased as a result

of a blind fear of inflation, which
seems to : find 'its genesis in the
prospect of a government deficit
and the rumors of an increase in
the price of gold. In discussing
the inflation subject in some de¬
tail,* it has been our purpose to
convert emotion into a more

rational appraisal of tne situation.
There is no denying the fact

that there is a huge supply of
money, just as there has been for
quite a few years, and peihaps the
Federal Government's deficit may
add some more, although the
proportionate increase is not like¬
ly to be very large from this
viewpoint. A certain portion oi

this money supply unquestionably
could find its way into the secur¬

ity markets when the fundamental

incentives for such action are pro¬
pitious. Certainly the situation is
stronger than it would be if the
money supply was small. How¬
ever, the supply itself is not neces¬
sarily the determining force. The
incentive to own equities will also
be influenced by the trend of
earnings and dividends, as dic¬
tated by trends of commodity
prices, business activity, taxes,
labor costs, profit margins and ah
of the other factors. It is our

opinion then that this whole mat¬
ter of inflation has to be reasoned

out, as outlined above, and then
woven into the pattern along with
the numerous other forces that

have an influence on the attrac¬

tiveness of equity ownership.

Devalued Sterling, No Assurance
Of Economic Stability

(Continued from first page)
were undervaluing it, it could be
readily revalued upward.
Now the fact is that the pound

can be purchased for less than
$2.80 in various free marKets of
the world. Indeed, it is said to be
available at approximately $2.50
in New York. If, as now seems

likely, the pound needs support
to maintain it at $2.80, we may
find ourselves involved in an ex¬

pensive contribution to that, sup¬
port.- '

Either the U. S. Treasury or our
Federal Reserve System may
have to expend large sums to pur¬
chase sterling in order to main¬
tain its present "value." On the
other hand, there are insistent
suggestions 'from high places,
even in London, that the pound
will have to be further devalued,
all of which means increasing in¬
stability, complicating current
transactions and discouraging
long-term commitments.
What do we mean by the

"value" of the pound? How is its
"vglue" determined? ' It is no

longer convertible. Its holder can¬
not convert it into a prescribed
quantity of gold or silver or other
commodity. It is simply an. offi¬
cial medium, of exchange; neither
the British Exchequer nor the
Bank of England will give any¬

thing for it except another piece
of paper similarly official but
similarly lacking in convertibility.
The "value" of the pound may

mean one thing at home and an¬
other abroad. In Great Britain
its "value" is it purchasing value,
and that purchasing value de¬
pends in part on the extent to
which its quantity has been in¬
creased, that is, the extent to
which the money supply of Great
Britain has been inflated. The
increased quantity of pounds stea¬
ling, like all increases in money

supply, has contributed to the
depreciation of the pound and its
purchasing value. While Great
Britain has increased its money

supply considerably, it has not
gone as far in that direction as
we have in this country.
\ The value of the pound in coun¬
tries other than Great Britain

depends on maiiy factors, not the
least important of which is con¬
fidence in the future British econ¬

omy and the predictability of its
economic, financial and political
policies. t

Great Britain did not during
the war or since inflate her mon¬
ey supply to the extent that we
in the United States inflated ours.

We increased our money supply
from about $65 billion just before
the war to $170 billion at the be¬
ginning of this year, a figure
which our money supply still ap¬

proximates.
•H> The simple fact is that the
British did a better job than we
did in the financing of World War
II. They did not make use of
bank credit to the extent that we

did, and they did not permit or
encourage the expansion of bank
deposits as we did not only during
the war but since. According to

the figures of our Federal Reserve
Board, the British circulation in¬
creased from 550 million pounds
to 1,300 million pounds wniie ours

was increasing from $6.4 billion
to $25 billion. At the same time
British bank deposits increased
from approximately 2.5 billion
pounds to 6 billion pounds while
ours .,'were increasing from less
than $60 billion to more than $140
billion. Included, in these figures
of British deposits is a large sum,
said to be nearly 3 billion pounds,
of blocked sterling the use of
which by their owners,: mostly
non-British, is strictly limited. This
means that a substantial part of
current British deposits is not ac¬
tive and is, therefore, not exert¬
ing much influence on British
prices, ihf'. %>■'. ■ £ l , . ••-J- ^

The fact that our prices have
gone up in terms of dollars has
been due in large part to the
adulteration of our dollar in the

process of inflating our money

supply. Our production has in¬
creased more rapidly than Brit¬
ain's but so also has our money

supply, and the result is that our
prices have gone up despite our
increased production. In Britain
the inflation of the money supply
has not been so great, but neitner
has the increase in production
been very substantial. British
prices have gone up not primarily
because there is more money but
because there is less production
to meet the demand during the
postwar period.
It would seem, therefore, that

the devaluation of the British

pound was not a result of mone¬
tary inflation but was the lesult
of decreased confidence in other

countries in .the present and fu¬
ture value of the pound combined
with the British need of imports
particularly from dollar areas.

The devaluation, in other words,
was intended to give Great Brit¬
ain more purchasing power in
dollar areas, the products of
which were essential to her pop¬
ulation. '

We can but conclude that de¬

valuation will not cure Britain's
monetarv and production trou¬
bles. There are many things
which will have to be done, in¬
cluding stabilization of British
economy and of the British mone¬

tary unit, if anv' of the benefits
expected from devaluation are to
be realized. All of which brings
us around to the alternative fac¬
ing everv country, including the
United States, which - desires to
maintain and develop what we
caR civilization. y
; The continued progress of civ¬
ilization depends on long-term
commitments in terms of money,
and it is foolish to assume that
we are going to have long-term
commitments if the nroviders of

capital have no confidence in the
continued value of the monetary
unit in which their capital is to
be returned to them at some dis¬
tant date.

The alternatives confronting us
! are that we either get busy now

and make plans to stabilize our •

money so tnat its value, for the
next generation at least, will be
reasonably stable and predictable
—and if we don't do that soon if
will be hard almost to the point
of impossibility to do it later—or,
failing this, allow inflation and
devaluation to continue until we
get to the point where we do as
tne Germans did in 1922; throw
up our hands, say what's the use
and let our money go through the
ceiling, burning up our existing
economy and its relationships and
leaving us with the necessity of
developing a new monetary unit
and revaluation of old obligations.
If that is the torture that we

want to put ourselves through,
we are certainly, in Great Britain
and in this country, preparing the
way and accelerating the pace.
But if we have any common sense

left, we must realize that we of
this generation and those of the
next will be better off, if we take
the medicine necessary to cure-
our present monetary ills and get
on the sound, stable bases essefl-
tial to continued progress and se¬
curity.

Paul Davis Opens :
Peoria Branch Under:
Eric A. Laing y
PEORIA, ILL.—Paul H. Davia

& Co., prominent Chicago invest¬
ment house, announce the open¬
ing of a Peoria office in the Jef¬
ferson Building, 331 Fulton Street,
under the management of Eric A.
Laing.. . '

Paul H. Davis & Co., established
1916, has been identified with the*
financing of many outstanding
Midwestern corporations. The
firm holds memberships in the
New York and Chicago Stock
Exchanges and the Chicago-
Board of Trade. Mr. Davis wasr

formerly a Director of the New
York Stock Exchange. 1
Mr. Laing is well known iht

Peoria, having been in the in¬
vestment banking business in this
city since 1924. In 1934 he or¬

ganized his; own firm, and Eric
Laing & Co. has been closely as¬
sociated with Paul H. Davis &
Co. for a number of years.

Mr. Laing, a graduate of Knox
College, is a member of Creve*
Coeur Club, the Peoria Country
Club and the Peoria Association*
of Commerce. J
Also connected with the new

office are
„ Charles T. Conqueror

and Lee W. Hazard, both of
whom have been associated with
Mr. Laing for.many years.

in

WASHINGTON, D. C.—Donakt
C. Cook has been sworn in as a

member of the Securities and

Exchange Commission, to succeed
Robert K. McConnaughey who re¬

cently resigned. Mr. Cook's ap¬
pointment will have to be ap¬

proved by the Senate when it con¬
venes in January, since it was a
recess appointment. Mr. Cook was
a member of the SEC staff front
1935 to 1945.

Alexander Greene in NYC
Alexander Greene is engagirrg-

in the securities business from of¬
fices at 475 Fifth Avenue,; New
York City. He was formerly wit!*
First Investors Share Corporation
and Counselled Funds Distribu¬

tors, Inc. . ' ,

With Gill Associates
(Special to The Financial Chronicle)

TOLEDO, OHIO— Byron W.
Lenz has become connected with
Gill Associates, Inc., Gardner
Building. He was formerly an of¬
ficer of the Lucas County Bank
of Toledo.
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Why Stock May Rise on Declining Earnings
(Continued from first page)

152% during the war-period bull
market, while earnings declined
16.9%. After the war the behavior
of the market was even more in¬

consistent. By June 13, 1949, the
industrial average had declined to

ity of stock ownership, for if every
stockholder were satisfied to hold
his shares, market activity would
vanish altogether. Stability of
ownership is apt to be accom¬

panied by unstable prices. When
the majority of investors refrain

161.6. Meanwhile, per share earn- from trading, the market becomes
tags increased from $10.24 to | increasingly sensitive to the whims
$23.91; that is, a 135% increase in of the minority who do trade. For

earnings after income taxes was in i y,?? 5
accompanied by a 23.2% shrinkage 01 shareholders of Coc
in stock values.' The lack of corre¬
lation between prices and earnings
during the 1941-1949 period is por¬

trayed graphically on the accom¬

panying chart.
Prices in the stock market are

set by the interplay of the forces
of supply and demand. Supply and

Cola had decided to sell, down¬
ward pressure on the price of this
issue would have been doubled.

What was true of Coca Cola in
1948 has been true to a lesser ex¬

tent of the market as a whole

since 1934. Prior to 1934, shares
traded varied from 32 to 122% of

demand in turn are' determined !"total shares listed. Since that year
by the' 7
seeking to buy or sell and by the
notions of value held by those
engaging in market activity. Many

less than 25% of total shares listed.
In 1942, for example, the course of
prices was determined by the atti-

persons accept market quotations tudes and activity of the holders
as representing the evaluation^ss .tlian 9the outstanding
opinions of all stockholders, those since 91.45% of listed shares
who do not trade as well as those did not participate in trading ac
who do. This is true only if stock¬
holders refrain from trading be¬
cause their present evaluations
coincide exactly with current quo¬
tations. Actually, as will be shown,
many stockholders ignore the
market entirely and refrain from
participation in its activity be¬
cause they are too busy to trade,
have no funds to invest, or feel
that speculation requires special
knowledge and ability which they
do not possess. All of which leads
to a conclusion that is obvious:

quotations merely measure the
evaluations of those who trade.

7 If this is so, then two questions
of importance are raised. How
many persons have been involved
in trading? What are the factors
that have caused them to enter the
market on the buying or selling
side during the past eight years?
If answers to these two questions

* can be found, then it is no longer
difficult to understand why stock
prices rose when earnings de-
lined and declined when earnings
rose. v

How Many Persons Are Involved
in Market Trading?

\ Strange as it may seem, only a
Small proportion; of shareholders
ever participate in market activ¬
ity. In 1948, for example, less than
1% of the outstanding shares of
Coca Cola common were involved
in market trading. The similar
percentages for trading in Sears
Roebuck and Eastman Kodak
were 5.4 and 5.0, respectively,
while that of Bethlehem Steel was
20.6. Thus it is certain that at
least 99% of the outstanding stock
of Coca Cola, 94% of the outstand¬
ing stock of Sears Roebuck and
Eastman Kodak, and 79% of the
outstanding stock of Bethlehem
Steel played no part in setting the
prices of these issues in the mar¬

ket.

, A market in which trading is
limited in volume is said to be
"thin." Thinness denotes a stabil¬

tivity at any time during the year.

What Are the Factors that
Motivate Investors?

It is generally believed that in¬
vestors buy shares when current
prices are low and sell shares
when current prices are high by
comparison to earnings, while
speculators strive to anticipate the
activity 7 of investors. Thus the
market activity of both groups
contributes towards maintaining a

high correlation between prices
and earnings. If this were the
whole story, then the decline in
market values that began in the
early summer of 1946 could be in¬
terpreted as meaning that inves¬
tors failed to forecast earnings
accurately. Erroneous forecasts
offer a plausible explanation of a

temporary failure of prices to fol¬
low earnings but a much weaker
explanation for 9 prolonged fail¬
ure of prices to follow earnings.
When market prices do not fol¬

low earnings, one is inclined to
conclude either that prices are not
based upon earnings or that inves¬
tors have failed to anticipate earn¬

ings accurately. This conclusion
is based upon an assumption that
the relationship between prices
and earnings is constant. The re¬

lationship, however, is not always
constant. To determine the amount
of variation in the ratio that is

possible, one needs only to divide
actual market prices by earnings
per share. If this is done for re¬

cent years, it will be found that in
1941 investors were paying $8.50
for a dollar of corporate earnings,
that in 1946 they were- paying
$20.80 for a dollar of corporate
earnings, and that in June of the
current year they were paying
$7.02 for a dollar of corporate
earnings.
The normal price-earnings ratio

is determined partially by an in¬
vestor's notion of the proper rela¬
tionship of price to earnings, but
is also influenced by many other
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factors such as alternative invest¬
ment opportunities, changes in the
propensity to consume/ variations
in income, and the like. For ex¬

ample, an intelligent investor does
not buy stocks at 20 times antici¬
pated earnings when he can safely
lend his savings at 5% interest.
He might be willing to pay such
prices for stocks, however, if his
only alternative were to lend his
savings at 2%. Similarly, one
without funds for investment can¬
not buy stocks even at prices as
low as five or six times earnings.
Factors such as these- cause the

actual price-earnings ratio to fluc¬
tuate widely from time to time.
If the ratio falls sharply enough,
prices may decline even while
earnings increase. To understand
the strange behavior of the stock
market in recent years, it is neces¬
sary to discover why the popular
concept of the proper relationship
of prices to earnings changed so

drastically.

Why Did the Capitalization Rate
Change?

During the period of 1942 to
1946 the cash income of many in¬
dividuals from wages, interest,
rents, and dividends (after taxes)
exceeded their expenditures for
consumer goods. This was to be
expected since (1) rationing re¬
duced the physical quantity of
goods available for purchase, (2)
price control kept the dollar value
of purchases low, and (3) the high
level of industrial activity in¬
creased individual incomes. High
incomes and low expenditures left
a balance available for invest¬
ment. Some of the funds were

used to buy government bonds,
some were carried in the form of

higher bank balances, but some
of them must have been used to

purchase stocks and bonds. Since
the situation described was char¬
acteristic of almost all individuals
there was no off-setting incentive
to sell. In other words, during the
war period the predominant atti¬
tude of individuals toward the
market was that of buying. As was

explained earlier, the impact *on
market prices of even a small in¬
crease in buying is sufficient to
send prices soaring.
It is significant that stock and

bond prices began their descent
about the time war controls were

removed. The ending of rationing
encouraged purchasing; removal
of price control allowed prices to
soar. The net effect for most in¬
dividuals was that expenditures
rose more rapidly than income
with a consequential shrinking in
the balance available for invest¬

ment. The impetus to spend was

augmented by the wartime cam¬

paign slogans, "to save for that
postwar home" or "refrigerator"
or "automobile." Some individuals
balanced their budgets with funds
obtained from the sale of stocks
and bonds. In any case, the effect
of the rise in the cost of living
was to greatly reduce investment
purchases. Again it may be re¬

peated, the aggregate amount of
selling does not have to increase
much to send security prices into
a tailspin. Normally bargain prices
of securities would in themselves
act to curb consumptive spending
but in recent years this has not
occurred; partially because high
prices have made it difficult for
large segments of the public to
obtain what they consider to be
the bare necessities of life, and
partially because of an insane de¬
sire of many persons with Chevro¬
let incomes to drive Cadillacs.

During the period 1942-46, cor¬
porate cash income remaining
after the payment of wages, in¬
terest, rents, taxes, and dividends
exceeded corporate expenditures
for capital goods. This was to be
expected since raw materials were

subject to allocation and since the
government financed much of the

capital goods needed in the pro¬
duction of war goods. The sig¬
nificance to the present analysis

is that corporations were not sell¬
ing great quantities of securities at
a time when the demand for secur¬
ities was at its^ maximum. Follow¬
ing the cessation of hostilities,
conversion to peacetime produc¬
tion created an enormous need for

capital goods. Retained earnings
were inadequate for the purpose,
so corporations turned to the
security markets for funds. Their
action augmented supply at a
time when the-high .cost of living
and a desire foriiquidity was dry¬
ing up demand. The fact thatf
stocks are currently selling at nine
times earnings whereas bonds are

selling at 35 times interest pay¬
ments explains the forced prefer¬
ence of corporations for bond
rather than equity financing.

Conclusion

It is generally " assumed that the
price-earnings ratio is constant so

i.hat changes in the market price
of securities depend upon changes
in earnings. ; In the past eight
years the price-earnings ratio has
not remained constant. Hence in¬
stead of there being one variable
(earnings) there have been two
(earnings and tfie price-earnings
ratio). When the two variables
move in opposite directions, they
exert, counteracting influences
upon prices. Therefore, the direc¬
tion in which prices move will de¬
pend upon which variable has ex¬

hibited the greatest change.
The analysis; just made has some

significance in respect to the fu¬
ture course of security prices. As
long as individuals continue to
prefer consumption to investment
or to insist on keeping their sav¬
ings in , liquid form, the price-
earnings ratio applied by buyers
and sellers in the market evalua¬
tions of common stocks is certain
to remain low-,. ,. . 7
When thev intense desire for

spending and liquidity passes, the
price-earnings ratio will tend to
rise ,and security prices will rise
relative to earnings. If, in the
course of events, this rise , in the
price-earnings ratio should happen
to occur during a period of de¬
clining corporate earnings, we
may witness the unusual but quite
logical spectacle of declining per
share earnings being accompanied
by rising security prices.

City Bank Farmers
Trust Establishes Fund
Announcement has been made

by the Board of Directors of the
City Bank Farmers Trust Co. of
the establishment of its Discre¬
tionary Common Trust Fund A.
Under the plan bona fide trusts,
of which the Trust Co. is or may
become trustee, may have their
funds invested~i«--a common in¬
vestment portfolio, thus permit¬
ting greater diversification of in¬

vestments, and hence greater sta¬
bility of both principal invest¬
ment and income yield than such
trusts might be able to obtain if

separately invested. No more than
$50,000 may be invested by any
one trust in the common trust
fund.

It is expected that through this
medium a specially effective serv¬
ice can be rendered in behalf of

persons with moderate resources

who wish to make a provision for
the future benefit of their fami¬
lies. Supervision of the invest
ments of the common trust fund,
according to the Trust Company
will be subject to the Company's
Trust Investment Committee and
to its Directors' Committees.

Alton Blauner to Form

Own Investment Firm
Alton Blauner is forming Alton

Blauner & Co., Inc., with offices
at 20 Pine Street, New York City
to engage in the securities busi¬
ness. Mr. Blauner was formerly
an officer of Willis E. Burnside &

Co., Inc. * - " ' ' '

First Boston Group
Offers Union Electric ;
$4 Preferred Stock
The First Boston Corp. heads an

investment banking group which
is offering to the public today
(Nov. 3) 150,000 shares of Union
Electric Co. of Missouri new pre¬
ferred stock, $4 series, without par
value. The stock is priced at
$102.56 per share and accrued divi¬
dends, to yield 3.90%. The issue
was awarded to the group at com¬
petitive sale Nov. 1.
Proceeds from the sale will be

used by Union Electric for repay¬
ment of bank loans, to reimburse
the company's treasury for expen¬
ditures made for additions and

betterments to its property and
"for amounts previously invested in
i;he capital stock of Union Electric
Power Co., a subsidiary. The con¬

struction program of the company
and its subsidiary is expected to
result in gross expenditures dur¬
ing the years 1949-1953, inclusive,
of approximately $145,000,000. 1
The Union Electric system dis¬

tributes electric energy in St.
Louis, Missouri, and in territory
adjacent to its properties in Mis¬
souri and Illinois.
For the 12 months ended June

30, 1949, the company reported
consolidated operating revenues of
$68,613,412 and net income of $12,-
452,885. ; 7-'-.
The new preferred stock is re¬

deemable at any time at the option
of the company at $105,625 "per
share and accrued dividends.
With completion of this financ¬

ing the company will have out¬
standing 533,597 shares of pre¬
ferred stock which also includes

213,597 shares of $4,50 series;
40,000 shares of $3.70 series and
130,000 shares of $3.50 series;
10,150,000 shares of common stock
and $128,000,000 of funded debt.-

FIC Banks Place Debs.
A successful offering of an is¬

sue of debentures of the Federal
Intermediate Credit Banks was

made Oct. 18 by M. G. Newcomb,
New York fiscal agent for the
banks. The financing consisted of
$53,030,000 1.30% consolidated de¬
bentures dated Nov. 1, 1949, due
Aug. 1, 1950. The issue was placed
at par. The proceeds, together
with $32,340,000 cash in treasury,
were used to retire $85,370,000 de¬
bentures maturing Nov. 1. - As of
the close of business Nov. 1, 1949,
the total amount of debentures

outstanding was $529,790,000. • :

Corporate Assoc.
Formed in NYC
Announcement is made of the

formation of Corporate Associates
Incorporated, with offices at 40
Wall Street, New York City. The
new company will act as negotia¬
tors in the sale of incorporated
and non-incorporated business.

Lloyd p. Schultz is President
and a director of the company;

Arthur Blirer is Secretary and a

director, and Roy D. Phillips is
a director. Mr. Schultz was for*

merly New York representative
for I. C. A. Distributors Inc. ~ s

NY Grop of IBA
Elects Goldsmith
The New York Group of the In¬

vestment Bankers Association

elected Clarence E. Goldsmith,

White, Weld & Co., Chairman at
its annual meeting at the Hotel

Pierre. Amyas Ames, Kidder, Pea-

body & Co., was chosen Vice-
Chairman, and Robert E. Broome,

Guaranty Trust Co. was elected

Secretary-Treasurer.
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"Stop Political Waste
And Business Baiting"
—Merryle Rukeyser

(Continued from page 5) 1

prodigal promises, it has been de¬
livering austerity and more au-

terity.
"If we as a people have the

wit and the intelligence to learn
from the laboratory of frustration
in Great Brtain and in partly So¬
cialized Western Europe, we may
be- spared the cancerous growth
incidental to trying out the Marx¬
ian and Keynesian fallacies. -

''But more than four years af¬
ter the end of the shooting phase
of the war, we have failed as a

nation to put our national eco¬
nomic house in order. When a

grass-roots attempt was made this
year by the customers to squeeze
inflation out of the price' of
goods and services, the very poli¬
ticians,- who had been giving lip
service to a battle against infla¬
tion, * became * frightened,:S!' and
they initiated monetary and fiscal
'policies calculated to re-inflate
the national economy. ' ^ ^

"Thus, we have in the Ameri^
can system all the elements need¬
ed to apply our demonstrated ha-;
tional success recipe, but we ajre
being restrained by the circula¬
tion of reactionary Marxian and
Keynesian ; fallacies /are

falsely represented as being pro¬
gressive and liberal. VOur : prog¬
ress toward still greater material
well-being and spiritual happiness
will be promoted if we clarify the
intellectual atmosphere, especially
for our young people in the

• schools and colleges. f
"Our younger generation "is

idealistic, and will show greater
enthusiasm for our competitive
system when they understand that
it is a progressive system capable
of throwing off the greatest quan¬
tity of material well-being and of
humane* spiritual growth. Once
Marxism is properly interpreted
as a slave system impairing indi¬
vidual freedom of choice, our
idealistic youth will shun it."

Robert Krieger Joins
Charles H. Drews & Co.
Charles H. Drew & Co., 40 Wall

Street, New York City, announce
that Robert E. Krieger has joined
their firm. Mr. Krieger was for¬
merly in charge of the municipal
department of the New York of¬
fice of Reinholdt & Gardner.

Now Corporation
Frank L. Valenta & Co., Inc., 1

Wall Street, New York City, is
now doing business as a corpo¬
ration. Officers are Frank L. Va¬

lenta, President; C. A. Donnelly,
Vice-President;, and Olgo La
Boux, Secretary. a

Rona Now a Corporation
L. L. Rona & Co., Inc., 40 Ex¬

change Place, New York City, is
now doing business as a corpo¬
ration. Officers are L. L. Rona,
President & Treasurer and Lily
H. Rona, Vice-President and
Secretary. .. . j.Vr-

> —

J. H. Mitchell Opens
TULSA, OKLA.—J. H. Mitchell

is now engaging in a securities
business from offices 2116 South
Peoria. He was formerly con¬

nected with King Merrit & Co.

Malmin With Merrill Lynch
(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—
Philip L. Malmin has become as-
sociated with Merrill Lynch,
Pierce, Fenner & Beane, 523 West
Sixth Street. He was formerly
with Buckley Brothers, Paine,
Webber, Jackson & Curtis, and
E. F. Hutton & Company.

The State of Trade and Industry
; (Continued from page 5)
- Steel company coal stocks are good tor at least six weeks' oper¬

ations. Before this^jp^.the..:coal strike will almost certainly be a
national emergency within the meaning of the Taft-Hartley law. II'
coal is not being mined by that time then steel production will hit
its second snag and there will be little doubt about a national emer¬
gency, this trade paper notes. •

Steel lost as a result of the steel strike will total 8.5 to 9 million
tons. Assuming normal steel demand at about 75% of rated steel
ingot capacity, it will take the steel industry five to six months to
make up the loss caused by the strike that began on Oct. 1. It will
be something over a month before steel production can be pushed
to full capacity operation. It now appearsthat almost all steel
products will start off on ai quota basis—and be aliocaied by the
mills to stretch the available supply. . •'

First signs of the steel shortage are already here, the magazine
adds, with automobile company steel buyers trying to sew up con¬
version deals as they were forced to do last year during the steel
scarcity. Their major worry is sheets and so far Detroit estimators
put the cost of the steel strike at a minimum of two weeks' loss oi
automobile production. . „ j, ! — : • '

; . -Meanwhile the few mills still operating last week were picking
up hints of customer caution with one such company receiving sev¬
eral cancelations during the past week. On asking why, its sales
officials were told that the buyers felt it useless to continue to receive
.certain items when others needed to complete their product could
.not be had. Though a steel scarcity was even th&n in sight there has
been no panic buying, "The Iron Age" concludes, and none of the
1947 hysteria that led pepple to buy jany kind of steel they could get.

The American Iron and Steel Institute announced this week that
the operating rate of steel companies haying 94% of the steel-making

: capacity of the industry will be 8.8% of capacity for the week begin¬
ning Oct. 31, 1949, a decline of 0.2 of a point from the preceding
.week. This is the fifth week of the industry-wide strike.

■vf v This week's operating rate is equivalent to 162,000 tons of steel in¬
gots and castings for the entire industry compared to 166,000 tons one
week ago. A month ago the rate was 8.2% and production amounted
to 151,000 tons: a year ago it stood at 98.9% and 1,782,600 tons, and
for the average week in 1940, highest prewar year at 1,281,210 tons.

CARLOADINGS REFLECT A SLIGHT ADVANCE

.. .Loadings of revenue freight for the week ended Oct..22, 1949,
which was affected by continued labor difficulties in the coal and
steel industries totaled 589,088 cars, according to the Association of
American Railroads. This was an increase of 5,175 cars, or 0.9%
above the preceding week. It presented, however, a decrease of
337,888 cars, or 36.5% below the corresponding week in 1948, and a
decrease of 365,539 cars, or 38.3% under the similar period in .1947.

ELECTRIC OUTPUT SOMEWHAT IMPROVED IN PAST WEEK
: BUT REMAINS BELOW 1948 LEVEL

r Electrical production for the fourth time since the week of Aug. 3,
1946: showed a decrease when compared with the corresponding
period in 1948.' The amount of electrical energy distributed by the
electric light and power industry for the week ended Oct. 29 was
estimated at 5,432,753,000 kwh., according to the Edison Electric In¬
stitute. This represented an increase of 2,415,000 kwh. above the
preceding week when output' stood at a revised total of 5,430,338,000
kwh. It was 122,501,000 kwh. lower than the ligure reported fOi
the week ended Oct. 30, 1948 but 423,467,000 kwh. in excess of the
output reported for the corresponding period two years ago.

AUTO PRODUCTION DROPS SLIGHTLY THE PAST WEEK

According to "Ward's Automotive Reports" for the past week,
motor vehicle production in the United States and Canada declined
to an estimated 140,244 units from a revised figure of 143,049 units in
the previous period. iir'y-

r "While it is too early to estimate the loss of car and truck
production which the steel strike will cause, it is already clear
that the unit toll will be counted in hundreds of thousands," the
agency added. J;.
The total output for the current week was made up of 115,191

cars and 19,017 trucks built in the U. S. and 4,180 cars and 1,856
trucks in Canada. ' '

. ' '
The week's total compares with 116,968 a year ago and 92,879 in

the like week of 1941. \'t: ' hv:'' iVf. :, /
BUSINESS FAILURES CONTINUE TO ADVANCE

Commercial and industrial failures rose in the week ended Oct.
27 to 221, the second-highest number occurring in any week since
1942, Dun & Brad^treet, Inc., reports. Up from the preceding week's
181, casualties were over twice as numerous as in the comparable
weeks of 1948 and 1947 when 104 and 81 businesses failed respect¬
ively. However, they remained below the prewar total of 300 re¬

ported in the corresponding week of 1939. v. -v-

Failures involving liabilities of $5,000 or more increased to a
postwar peak of 178; this compared with 141 last week and 84 a year

ago. Failures having liabilities under $5,000 rose slightly to 43 from
40 but were not as frequent as in earlier weeks this year.

AH industry and trade groups except manufacturing reported
an increase in mortality. Construction failures, although rising
moderately to 30 from 25, had the sharpest rise from 1948; five
times as many contractor^ failed this week as last year.

Increases prevailed in all regions except in the New England
and Mountain States. The most marked increase from last year's
level occurred in the two North Central Regions.

FOOD PRICE INDEX ADVANCES 14 CENTS IN SHARPEST
RISE OF YEAR

The wholesale food price index, compiled by Dun & Bradstreet,
Inc., advanced 14 cents, or 2.5%, to stand at $5.72 on October 25,
from $5.68 a week previous. A rise of 7% cents a pound in the price
of coffee accounted for more than half of the gain, which was the
sharpest since July 13, 1948 when th£ index soared 24 cents in one
week to reach its all-time peak of $7.36. The current figure com¬
pares with $6.47 at this time a year ago, or a drop of 11.6%.

WHOLESALE COMMODITY PRICE INDEX SCORES MODERATE
,, 5 RISE IN LATEST WEEK * r

Reflecting strength in food and farm prices, the daily wholesale
commodity price index, compiled .by Dun & Brddstree£; Inc., reversed
its downward trend of the previous three weeks to close at 244.25
on Oct. 25, up 2.54 points over the 241/71 of a week ago. At this time
last year the index stood at 270.31. /

Grain markets last week were again somewhat unsettled. Vol¬
ume of trading in grain futures on the Chicago Board of Trade in¬
creased sharply over that of a week ago with all grains except rye
sharing in the expansion.

Price showed considerable strength early in the week fol¬
lowing passage of the new farm price bill in Congress, continu¬
ing the 90% of parity loan rate for next year.
Cash wheat remained inactive; spot offerings were light due to

the large amount of wheat held off the market through government
loans. The cash corn market was quite active with prices holding
fairly steady following the sharp declines recorded in the preceding
period. Good demand and short supplies sent cash oats to new high
ground for the season. >

Domestic flour bookings remained slow despite an upward price
trend in hard wheat bakery flours.

Reflecting unfavorable erop news and a continuing tightness
in supplies, coffee prices soared to new highs for the year, the
Santos four grade closing at 40 cents a pound, up seven cents in

; | the week.- ' . ■ _■

Cattle prices -advanced to new high ground for the year with
top quotations reaching the best levels since November 1948. The
hog market, however, was under, pressure of expanding receipts and
prices dropped to new lows since OPA controls were lifted. " }

Cotton prices, in both the spot and futures markets, were firmer
following passage last week of the new farm-price support bill. Other
bullish influences included official confirmation of increased domestic
mill consumption of cotton during September, continued activity in
cotton textiles and the fact that mill stocks currently are at a low
level. Toward the latter part of the week, however, the market turhed
easier as the result of profit-taking attracted by the earlier advances,
and increased hedge selling. Sales volume in the 10 spot markets
rose sharply in the latest week, totaling 440,700 bales, as compared
with 334,200 the week before, and 403,200 in the. like week a year ago.
; : Activity in the carded gray cloth market was the heaviest for
some time. Print cloths were in tight supply with prices rising to
the best levels of the year. ; ,, ,v .■>

RETAIL TRADE THE PAST WEEK SHOWS NOTICEABLE
DECLINE UNDER LIKE PERIOD OF 1948

v - Retail volume continued to drop in the period ended on Wed¬
nesday of last week as unseasonal weather prevailed and labor con¬
ditions remained unsettled. Aggregate nationwide sales were notice¬
ably below the level of the similar week in 1948 states Dun & Brad-
street; Inc., in its summary of trade. ,

.vr- Aggressive promotional campaigns in many Fall and Winter
•items generally did not overcome the caution of many consumers.

There was a noticeable drop in the demand for Winter
apparel last week as the warm weather continued throughout
most of the country.

;i The sale of dresses was slightly above last year's level, except
in strike-bound communities where the turnover in many cases
dipped sharply. The interest in men's suits lagged considerably with
sales somewhat more active in cooler sections of the country.

The retail purchasing of food continued steady the past week.
Buying of canned food was sustained at a moderately high level,
despite the prevalence of fresh fruit and vegetables. The dollar
volume of fresh produce decreased noticeably in some Vicinities.
The popularity of the cheaper cuts of meat remained unchanged.

A slight decline in the previously high level of consumer demand
lor housefurnishings was reported last week.

The volume of sales dipped particularly in those areas where ,

employment has been temporarily curtailed; consumers in other $

f parts of the country continued to respond favorably to fall pro-
; motions. •/ . ■...

Some rural areas were experiencing television sales in prepara¬
tion for coaxial cable lines.

Total retail volume in the period ended on Wednesday of last
week was estimated to be from 8 to 12% below that of a year ago.
Regional estimates varied from the levels of a year ago by the
following percentages:

New England and Pacific Coast —3 to —7; East —12 to —16;

| South —6 to —10; Midwest —8 to —12; Northwest—4 to —8 [
and Southwest —9 to —13.

WHOLESALE TRADE VOLUME IN LATEST WEEK MODERATELY
BELOW 1948 PERIOD

As many merchants sought goods for the coming holiday season,
the dollar volume ot wholesale trade rose very slightly last week.
It continued to be moderately below that of a year ago. The number
of buyers attending many wholesale markets declined Rightly and
was noticeably below the corresponding 1948 level.

Department store sales on a countrywide basis, as taken from
the Federal Reserve Board's index for the week ended Oct. 22, 1949,
decreased by 14% from the like period of last year. In the pre¬

ceding week a decrease of 12% (corrected) was registered below the
like week of 1948. For the four weeks ended Oct. 22, 1949, sales reg¬
istered a decrease of 11% from the corresponding period a year ago
and for the year to date a decline of 6%.

Retail trade in New York was aided last week by cooler {

temperatures which helped to stimulate seasonal apparel sales. *

The Volume, however, failed to equal that of 1948.

According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period to Oct. 22, 1949,
decreased by 15% from the same period last year. In the preceding
week a decrease of 18% was registered below the similar week of
1948. For the four weeks ended Oct. 22, 1949, a decrease of 13%
was reported under that of last year. For the year to date volume
decreased by 8%.

NOTE—On another page of this issue the reader will find the
most comprehensive coverage of business and industrial , statistics
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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How Business and Government
Can Get Together

(Continued from page 14)
tmpetus to the depression pnase
•of. the cycle. 1

That takes us into the wage-

dprice policies of the nation and
*nto the pattern of taxation. Put
in its extreme form, these ideas
«imply say that if too much of the
a-eal income or the nation goes to
Coo, few people, there will not be
•enough productive investment
opportunities into which to put
their surpluses. These surpluses
■are then hoarded and a deficiency
Of demand for the national prod¬
uct at existing prices naturally
tallows.

As a nation approaches ma¬

turity these tendencies become
-more serious in their impact since
mew capital ventures of a promis¬
ing nature appear with less fre¬
quency. The ideas then go on
to say that higher wages relative
to prices, and more or less steep¬
ly graduated income taxes, will
#erve to prevent such an accumu¬
lation of hoarded incomes, and by
spreading the fruits of enterprise
more widely, will assure the
maintenance of a vigorous de¬
mand for all the production
there is.. , ,,v;VV.;.vj7:

•The arguments have much va¬

lidity. Their principal weaknesses
■come from the fact that they over¬
took the long run requirement
Chat, in a free society, the pattern
•of distribution must conform rea¬

sonably . well. with the relative
productivity of the different in¬
come recipients. Unless it does, the
inducement to greater effort and
-expanding productivity is gradu¬
ally eroded, and we have a de¬
clining real income even though
theoretically full employment
conceivably might be achieved.
*n this respect, there is no dif¬
ference between a complex eco¬
nomic system and a simple one.
In either case, an individual or a

•group of individuals can obtain
mere than the amounts resulting
from their productivity, .only if
someone else, or group of some-
-toodies, get less than they have
produced. If the resulting dis¬
parities are too great, effort tends
to dry uo4 and the very basis of
the productive system is under¬
mined.

( iy > ■ \ s-->
in this area «of ideas, as in al¬

most ail others in the social

sciences, there is no positive and
unqualified answer. It may be
true at times that a higher wage
relative to prices wouia oe a good

filing. It is just as true, at other
-times, that a lower wage relative
to. prices is the thing that the
nation needs. It may be true at
tifnes that a higher rate of pro¬
fession in taxes is desirable. It
is just as true, at other times, that
a slower rate of progression may
tie required to encourage new
ventures essential for the main¬
tenance of prosperity. The im¬
portant thing to realize is that this
is a functional matter, in the first
instance, and not an exercise in
the metaphysics of equity, which
is' the basis that all too many
people use in approaching these
-questions.
/There is still another area in
which it is believed that measures
are available to prevent the de¬
velopment of excessive business
-decline. That is in the imposition
•Of structural supports throughout
the economy, designed to prevent
the development of chaotic mar¬

kets. Another set of terms for
structural supports would involve
the use of words like guarantees
-and subsidies. The many measures
of this kind that have been de¬

veloped over the past several
decades, and that are now current
in the nation's economy, extend
all the way from the insurance
pf bapk deposits to unemploy¬
ment .compensation, support of
tfarm markets, and price main¬
tenance, or so-ealled fair trade
practice laws. We are now think¬
ing of extending this, kind pf

tiling to the international field
by some sort of an insurance ar¬
rangement * forv foreign invest¬
ment. /•; i *> V." V:''" •*"

There can-be -no -doubt that
these measures do constitute a

first line of defense against a se¬
vere contraction. Whether they
shall prove to be desirable over
a long-period of time is yet to
be determined. They cannot help
but obscure the development and
prolong the existence of distor¬
tions in the economy. These mal¬
adjustments will inevitably arise
from the failure of the price
structure to reflect adequately the
pattern of community desires. We
are interfering with one of the
functions of free prices which is
to direct economic effort into
channels most desired by the
community. ■;/./:•,
Some place along the line in the

years ahead we may have cause
to regret the imposition of these
so-called structural supports, but
the fact of the matter is that they
are with us now, ana for all prac¬
tical purposes, they are likely to
be with us for some time to come.

That puts a strong emphasis on
the requirement that the supports
be developed to achieve specific
functional purposes, with full
knowledge of their limitations,
and that they be kept as far re¬
moved as is humanly possible
from the realm of political manip-
u 1 ation and back-scratching.
That's a hard assignment to carry
out but it is nevertheless an ex¬

tremely important one. By the
exercise, of self-discipline, busi¬
ness and government could get
together on this one all right.
This survey of three important

fields of thought, namely invest¬
ment and fiscal policy, distribu¬
tion policy, and support policy, in
which students have sought ways
^nd means to prevent extreme
fluctuations in the aggregate level
of business activity, has been pur-
^nsely nresented in critical terms.
That does not mean that nothing
can be done in these areas. Indeed
much has already been rlone. But
it does us no good blandly to
accept the idea that here is a

ready-made set of economic tools
that simply await the adoption o*
a proper attitude on the part of
business and of government for
+^eir completely effective use.

The tools are still extremelv
crude. We are using the single
plowshare instead of the ten row

tractor plow to cultivate our eco¬
nomic fields.

- The 19th Century Thinkers

This examination of ways and
means that might be available to
business and to government to
maintain prosperity would be in¬
complete, it seems to me, if it
stopped with a recitation of those
measures dealing directly with
the business cycle as such. There
is another area which business
and government might explore,
together with profitable results.
To explain it I want to go back
and pick up an idea that used to
oreoccuny the thinking of a group
of men known in England in the
early 19th century as the Philo¬
sophical Radicals. It included such
intellectual stalwarts as Jeremy
Bentham, David Ricardo and the
elder Mill. They wpre impressed
with the possibilities pf social im¬
provement that came from what
they believed to be the expansion
potentials of markets. They had
cycles in those days, but they
were not particularly concerned
with them.

The only limit to the market
that they saw was provided by
the decreased efficiency of the
factors of production. The land
could support no more than a

given level of production. The
inefficiencies of trying to get
mare uriit of capital after a

certain point would assure that
eventually the ceiling, on < well-
being would be reached, arid triat
ceiling would constitute an iron¬
clad limit against which the ex¬

pansion of population might not
advance.

Today we are not so concerned
about this static concept of di¬
minishing return on capital in
this long run sense. We have seen
a demonstration of almost magic
results coming from our scientific
laboratories, and from the in¬
creased productivity of modern
soil handling methods and ma¬
chines on the farm.

In the present state of our

knowledge, it seems to me that
nothing carries as great a promise
of minimizing business contrac¬
tion, and assuring a high level of
business activity, as the possi¬
bility of a continuous and endur¬
ing grov/th in the total market.
A strong growth factor cannot
help but cushion recession and
prolong periods of prosperity. If
there are no discernible limits to
this expansion from the side of
the efficiency of production fac¬
tors, then we must k>ok to the
side of demand for the restrictive
and limiting elements.

, ; . : /
Just why is there not today the

vision of an almost limitless ex-

pansion of the market for the
world's production? Why is it
that we have lost a vision held by
the Philosophical Radicals of the
early 19th century, held even

though they were impressed by
the limits which they foresaw on

production, while itoe foresee no
such limits in the early future? /
• Perhaps it is because we have
all become too preoccupied with
our separate and special interests-
and have lost our feel for what
is good for the whole. That ap¬
pears to be true whether we are

talking about separate group in¬
terests, separate national inter¬
ests, or just our own personal in¬
terests. ... ' .

i It seems to be considered en¬

tirely moral today for nations to
set up barriers that isolate their
internal economies from the af¬
fairs of the world, without real¬
izing that by so doing they are

restricting the size of the world
market. It seems to be regarded
as entirely moral for specific
groups within a nation to seek for
and obtain special restrictions and

protections which may provide a

seeming immediate benefit to the
iavored group. But when,a11 such
tavors and all such groups are
looked at together* these restric¬
tions cannot help but limit the
size of a national market.

Freeing International Trade ;

There is much that government
and business could do together in
the freeing of the flow of trade,
both within and outside of na¬

tional boundaries." It would be-

quire a lifting of our respective
sights from the immediate self-
interest of ourselves as individ¬

uals, or of the self-interest of
special groups, or even of the
self-interest of nations, to the
larger horizon of the greater good
for mankind. Nothing, to my

mind, could more surely lift the
world from its present morass of
cespondeney and regression, than
the vision of a great expansion
in the market for the productive •
effort of all peoples.
This may seem to some of you

to be off of the immediate prob¬
lem assigned to this panel discus¬
sion—namely, how can business
and government get together to
maintain prosperity? I submit
that it bears directly on the issue
here tonight. I believe that any
attempt on the part of business
and government acting together
or acting individually, to main¬
tain prosperity within the frame¬
work of a contracting or stable
total market, will be an unsuc¬
cessful effort, and that our mis¬
takes in this field would be more

costly than our achievements
would be beneficial.

In a very real sense, I feel that
the most promising way to mini¬
mize business recession and to

support business prosperity is to
seek ways and means, business
and government together, to ex¬
pand the total market both with¬
in, and across national bounda¬
ries. It may be that we are not
sufficiently mature in our eco¬
nomic thinking to exercise the
self-restraint required to place
special interests behind the in¬
terests of the whole. We will not
reach that stage of maturity in
our thinking until we realize that
our individual or our group in¬
terests. in the long run, can be
most benefited by an expanding
prosperity for all. - ^ ^ ••*■-;

'
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Railroad Transportation
And National Defense

(Continued from page 6)
installed at the rate of only 6,000
per month against retirements in
August, for instance, of 8,457. The
backlog of freight car orders at
the end of August, 1949 was only
27,681 against 105,959 on the same
date last year and it is estimated
that by the end of the year

freight car production will be
down 80%. In spite of all of the
installation of new freight cars,

the ownership on July 1, 1949, of
the railroads was less than on

the same date in 1945, and serv¬
iceable locomotives during the
same period have declined in
number by more than 5,000.
Locomotives on order on Sept. 1,
1949, were 737 less than were on

order Jan. 1, 1949.

Why this acceleration decline
in commitments for additions
and betterments? The reasons are

obvious. The railroads as a

whole have already pledged on

obligations maturing in the next
several years an amount equal to
more than three-fourths their
total depreciation charges. A
prudent railroad manager will
hesitate to make a commitment
to meet annual payments on

principal of money borrowed for
the purchase of equipment in a

greater amount than the annual
depreciation charge on all equip¬
ment. Current financial state¬

ments of the railroads show, that
there remain out of depreciation

charges to finance all additions
and betterments only some $75
million per year. This means that
the door of equipment financing
is closing for many railroads and
the sum total in the next few

years to be financed from this
source cannot exceed $300 to
$400 million per year.

The other principal source of
financing improvements and
other capital outlay is in the form
of retained earnings. Due to the
drop in traffic and increased
costs, present estimates are that
the rate of return of net railway
operating income on net property
investment for the year will be
only about 3Vi%, a distressingly
low rate, Net income, which is
the income after all charges, and
out of which further capital in¬
vestments may be made, is esti¬
mated to decline in 1949 more

than one-third from last year.
The history of railroad manage¬
ment policies shows that on the
aver?ge about one-half of net
income is retained and is used

largely for capital purposes. The
decline in net earnings as a

source of funds for capital outlay
indicates a further curtailment
in additions and betterments.

But this is not all. The net

working capital of Class I rail¬
ways is declining. By net working
capital is meant the excess of
current assets (not including ma¬

terial and supplies) over cur¬
rent liabilities,.On Dec.-31,. 1945,
net working1 capital of Class I
railways was $1,659,000,000, Dur¬
ing the next three years to Dec*
31, 1948, it had declined more
than 50%, to $755,000,000, Ip, the
first five months of , 1949, it had
further declined to $492,000,000,
with the result that the ratio of
current, assets to current-liabili¬
ties on July 31, 1949, was • l1/* .to
1. This ratio is too low for com¬

fort and indicates that^little, if
any, of existing current assets
may properly to be diverted to
fixed capital outlay. All of this
adds up to the proposition that
the sources from which the large
capital outlays of the past few
years have been derived are
seriously shrinking up.
It is a well known fact that

when we entered World War II,
the railroads were suffering
from years of under-mainte-
nance. What the multiplied
traffic of World War II did to

roadway and equipment is well
known. In spite of the tremendous
job that has been done in the
past four years in the effort to
restore railroad plant and equip¬
ment, there exists today a condi¬
tion of under-maintenance and
deferred maintenance that . will

require hundreds of millions of
dollars; it has been estimated
that one railroad system alone
will require $250 million to put
its plant and /. equipment ■ in
proper condition. -

These conditions I have de¬

scribed in no sense represent a
failure of railroad^ management.
Railroad management! has been
and is alert, courageous arid pro¬

gressive. More than anyone else,
railroad management -welcomes
every opportunity to provide the
facilities for the most efficient,
the most effective arid the most
serviceable railroad transporta¬
tion possible, not only for the
purposes of defense, but in order
to serve the peacetime needs of
the American people. The failure
is the failure of income ^nd of
available capital. * , , : ;>
Time does not permit a discus¬

sion of the reasons for the failure
ol income. Rates of charges for
transportation by rail have been
increased, but the total of all in¬
creases is less than half of the

percentage increase in costs of
railroad labor and material. New

equipment costs more than double
the cost of equipment replaced
and the depreciation reserve on
the old equipment fails by half
to provide the source of funds
with which to pay for new equip¬
ment.

Competition by other forms of
transport has developed. New
modes of transport with greater
flexibility of operations have at¬
tracted a substantial amount of
traffic formerly moving by rail.
Within the past quarter of a cen¬

tury, the privately owned auto¬
mobile has become the predomi¬
nant carrier of passengers. With¬
in recent years, the airplane has
come to occupy an important
place in the transport of persons
and goods. The trucks, with their
flexibility of operations, now
carry a substantial volume of
goods moving from the producer
to the consumer. All of these are

facts in the fast moving pano¬
rama of transportation.
And yet, the railroads are, and

will continue to be, the backbone
of all transportation, carrying
anything and everything to the
four corners of the country. Rail¬
road transportation will continue
to be essential to the well-being
of all of our people in peacetime
and equally essential to our na¬

tional defense in time of war.
What then are some of the

answers to the problem of pre¬

serving a dynamic, a progressive
arid efficient rail transportation
system?

A Proposed Transportation Policy

Briefly, I suggest six items: «-

(1) The adoption of a national
transportation policy. Such a
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policy has long been declared but
never implemented with adequate
legislation nor with the necessary
machinery of government for its
operation. The Transportation Act
of 1940 declares that the policy
shall be to provide for fair and
impartial regulation of all modes
of transportation and so adminis¬
tered as to recognize and preserve
the inherent advantages of each.
It shall also promote safe, ade¬
quate, economical and efficient
service and foster sound eco¬

nomic conditions in transporta¬
tion and among the several car¬

riers, all to the end of develop¬
ing, coordinating and preserving
a national transportation system
by water, highway and rail, as
well as other means, adequate to
meet the needs of commerce in
the United States. The immediate
and urgent task is to effectuate
that policy so as to secure fair
and equitable treatment to every
form of transportation,
i (2) Unification and coordina¬
tion of governmental control and
regulation. In no other way can
a sound transportation policy ac¬

complish the objective of elimi¬
nating inequities among the vari¬
ous forms of transportation, the
avoidance of costly duplication of
facilities .and of properly allo¬
cating the cost of such services as

between the users- and the tax¬

payers.

(3) A recognition on the part of
government and of the public of
a new era in transportation. Rail¬
road transportation is no longer
"the monopoly it was considered
to be at the time that laws were

made and regulatory bodies set up
governing railroad transportation.
It is today a highly competitive
industry. No longer are all of the
services performed by railroads to
individual communities essential
to the needs of those communities,
nor are they justified by the costs
involved. The recognition of a
new era in transportation and of
its present competitive nature
"would bring about a changed atti¬
tude on the part of lawmakers
and regulatory bodies that would
result in giving relief to the rail¬
roads from many uneconomic op¬
erations,.
/ (4).Greater equality ' in tax
treatment of the several forms of

transportation. It Is a well know
fact that the railroads are fnore

heavily taxed than other forms of
transportation. In the depression
year of 1933, the average taxes
•of Class I railroads totaled $1,106
per mile; in 1941 it amounted to
$2,529 per mile; and in 1948, the
national average was $4,796 per
mile. The increase in the latter
two periods in part arose from the
imposition of heavy payroll taxes,
in 1948, in the case of some rail¬
roads, social security taxes alone,
the so-called fringe benefits, cost
more than the total amount of
dividends paid to the owners of
the property. ' •

In addition, some of the com¬

peting forms of transportation
and the users of such transporta¬
tion dre the direct beneficiaries of
facilities provided in part or in
whole by the taxpayers. The irony
of the situation is that part of
these taxes that benefit other
modes of transportation to ' the
competitive disadvantage of the
railroads are paid by the railroads.
In 1948, out of the total net oper¬
ating revenue of Class I railroads
of $2,200 million, the amount of
$1,028 million was paid by the
railroads, in taxes. After paying
all other charges and $1,028 mil¬
lion in taxes, the net income left
was only $698 million.

(5) An assumption J by organ¬
ized labor of the responsibility of
labor to give an economic day's
work in productive effort for a

day's pay. Railroad labor is
among the best, the most loyal
and the most intelligent among
all labor groups in this country.
It enjoys a high level of income,
good working conditions and the
highest sbcial security benefits of
any large labor group. However,
there has grown uo over the years
a vast body of labor rules and

agreements that under application
to present day modern and high
speed transportation, provide
benefits that are not justified by
productive work done.* "Railroad
labor has now reached a position
cf achievement, of dignity and of
responsibility that requires a sub¬
stantial revision of some of the

existing conditions of; employ¬
ment. Railroad labor cannot be
unmindful of the economic fact
that to survive as private enter¬
prise, the railroads must earn an

income sufficient to pay all costs
and to attract the capital neces¬

sary for continuous improvement.
Organized labor has now come of

age and should accept some of the
responsibilities for maintaining
the American, enterprise system
out of which it has achieved so

much. Neither railroads nor

other forms of business can sur¬

vive as private enterprises unless
there is a fair exchange of pro¬
ductive effort for compensation
paid.; . ..

(6) Railroad management must
continue to multiply its efforts to
further improve the efficiency of
freight operations, the comfort,

convenience and satisfaction of

passengers, the safety of public
and employees and service to
American business and the public.
With the program I have in¬

dicated, I have full confidence in
the future of the American rail¬
road transportation system under
private ownership. The alterna¬
tive is the one accepted by much
of the rest of the world, state
ownership and operation. Should
the railroads become nationalized,
it will not be through the politi¬
cal choice of the American people,
but will come, if it does, through
the financial malnutrition of the
railroads. And should it come,
nationalization will take in all
other forms of transport for hire
and then will follow the chain re¬

action that will embrace a large
part of our national life.
I present these problems of

railroad transportation as matters
of national concern not only for
peacetime but in the eventuality
of war. I commend the program

I have indicated to your earnest
consideration and solicit • your

support.

It must\be obvious.from this
brief review of the subject that if
the volume of exports- (particu¬
larly in this field of heavy
minerals and metal products)
were reduced as a result of with¬
drawal of support from the Fed¬
eral Government, the first result
would ; be an increase in the
volume of products available for
the home market. Unless at the
same time there was a correspond¬
ing increase in domestic demand
for these products, a basis would
be laid for a downward adjust¬
ment of price levels in the domes¬
tic as well as in the foreign
market in an effort to stimulate

new uses or a transfer of use from
the present uneconomic distribu¬
tion in the world market to a

greater and more economic use in
the domestic market, .:■! Lower

prices would tend to lead not only
to greater uses in the domestic
market but to economies to the
consumers all along the line. One
economy to consumers would in¬
clude very distinct savings to all
domestic taxpayers as a result of
the reduction or elimination of

export subsidies, grants -to sup¬
port the export trade and/or loans
to domestic enterprises in order
to stimulate this export trade to
the detriment of the domestic
economy and imbalance in world
exchange.

Further Examination of Volume
of Exports'" ; 1 .

In 1947 the balance of exports
over imports had reached $8,696,-
390,000. By 1948 this balance of
exports over imports had declined
to $5,543,864,000. This was lower
than during- any year since our

entry into World War II, i.e., since
1941. The question which pre¬
sents itself is whether this gap

may be further narrowed by a
further reduction iri the physical
volume or the price level of
United States merchandise ex¬

ported. It must be enough here
to note that the dollar value of

United States merchandise ex¬
ported declined nearly $2 billion
between ,r; 1947 and 1948. The
physical quantity decreased from
an index number of 252 to an in¬
dex number of 207. While physi¬
cal quantity and total value were
both declining substantially, it is
to be noted that the unit value
or price of exports advanced from
an index of 126 to 135. >

At this point the question
naturally presents itself—if there
is no great increase in the volume
of imports in prospect and if the
gap in the form of an excess of
commodity exports over imports
is not likely to be eliminated by
an increase in the volume of in¬
visible items or an the, volume
of international gold movements
or American investments in for¬

eign countries, or again through
the process of currency manipu¬
lations, then in what field are
reductions in the volume of ex¬

ports likely to take place in the
absence of government support
through financial aids offered to
foreign countries by our govern¬
ment and financed either through
further increases in the national
debt of ; the United States or

through continued extraordinary
tax levels imposed upon the peo¬

ple of this country by the Federal
Government?

A glance at the statistical data
available indicates that whereas

exports of products of agricul¬
tural origin averaged $2,118,000,-
000 annually during the pros¬

perous period 1926-30 that figure
fell to a low of only $801 million
In 1932 and an average of only
about $900 million during the. ten
vears 1931- 40. There is no abso¬
lute basis for saying that the nor¬
mal dollar value of exports of

agricultural origin is sligbtlv over
$2 billion per annum or that it is
slightly under $1 billion. None¬
theless, during the period of rela-
Hvelv sati'tfactonr farm prices
(1926-30) the dollar value of ex¬
ports of farm products exceeded
$2 billion per year whereas dur¬
ing the period of thoroughly un-
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satisfactory farm prices (during"
j the decade 1931-40) the dollar
vaiue or exports averaged less than.
$1 billion. From this it might be
concluded that if, as or when the
prices of farm products are sup¬
ported in such a manner as to
produce satisfactory price levels,
the dollar value of exports it*
double the average when prices
are excessively low and unsatis¬
factory, In. other words,. it: does-
not appear that a satisfactory
price level of farm products iar
likely to lower the dollar valued
of exports. The reverse appear:*
to. be the truth.

Luring tne war years'1941-43'
the dollar vaiue of exports of the-
products of agricultural origlrir
returned to the average whicl*
prevailed during the prosperous,
period 1926-30—in other words,
to an average of $2,262 milliorr
per year. It is significant that,
during the five year war period-
the average price of all exporter
was held down to a level only
slightly above the, average price?
during the prosperous year:*
1926-1930. From this it will ap¬
pear, that both in quantity and
price exports of products of agri¬
cultural origin were about the*
same during the' prosperous five-
year period 1926-30 as during the
five year war period 1941-45.! >
Agricultural exports advanced

to extraordinarily high levels
during the postwar years 1946-7-8*
In other words, during the three
last years the dollar value of aga¬
ricultural products has averaged
not far from $5 billion a year. Ifc
may be put down as a probable
fact that this very great increase
in dollar value of exports bf the
products of agricultural origin lias?\
been due in considerable measure
to the higher prices of farm prod-"
ucts directly or indirectly sup¬
ported by the government of thi»
country. Whether these prices wilB
be maintained over any consider¬
able additional period so far a&

the ; export market is concerned*
remains to be seen. Suffice it to
say that if Quantity and prices of~
exports should return to the level
of the prosperous years 1926-3(>
or tbp eaually prosperous years?

1941-45, then the dollar value of
exports of products of agricul¬
tural oriein would decline as?

much as $2 or $3 billion per an¬

num, ' *•; ; v;-• r >l- vl'*- * v
r; It must be acknowledged that
during the postwar period the-
United States had a tremendous
task of relief to-perform, and
therefore that a substantial part
of the increase in dollar vaiue of"
exnorts of agricultural products?
had to do with relieving actual
hunger in war torn areas, espe¬

cially in countries of Westerr*
Eurooe with a population roughljr
double that of the United States.
If • the y countries of r Western*
Eurone have largelv, if not com¬
pletely, restored their agricultural
oneratkm* and if thev are no

longer able to find dollars wit!*
which it buy American surplus
farm products, and if the Govern¬
ment. of the United States should
substantially reduce government
purchased products shipoed to
Eurooean countries, then it would

clearly follow that the dollar
value of exports of nroducts of •

farm origin would likewise de¬
crease as much as an average of
$2 billion a year during the years

just ahead, y

But curtailment of exports of"

products of agricultural origin
must necessarily be very much
less than the prospective decline
of exports of products of other
than agricultural origin. During'
the prosperous era 1926-30 ex¬

ports of non-agricultural products
averaged slightly more than
$2,500 million annuallv. This felf
to only about $775 million in 1932L
and only slightly exceeded $1
billion during the five year period
1931-35. But exports of non-agri—
cultural products recovered sub¬
stantially during the five vears"
1P36-40 nearly to the levels of
1926-30. It is easy to understand
why the increase took place dur—

(Continued on page 38)
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nite future, because in 1945
Europe needed food and tools? 1
It will be important to bear; in

mind that prior to 1941, except
for the World War I period (1916-
1920), and the last two years

(1928-1929) just ■ preceding the
worldwide <1 depression, exports
never exceeded $5 billion in any

year. In these two extremely
prosperous peacetime years ex¬

ports slightly exceeded $5 billion
each year;

But ever since, the active par¬
ticipation of the United States in
World War II the dollar value of

exports has greatly exceeded $5
billion each year and during at
least two years (1944 and 1947)
reached almost three times that

figure, or $15 billion. In contrast,
dollar value of imports has never

reached $5 billion in any year

except 1920 at the close of World
War I and in 1947 and 1948, at the
close of World War II. From
these figures it is clear that the
extreme imbalance in interna¬
tional exchange as between the
United States and the outside
world as a whole during the past
eight years has been due very

largely, if not wholly, to the
extraordinary dollar value of ex¬
ports of commodities from the
United States. An indication of
the extent of the excess of dollar
value of commodity exports over

imports will be shown by noting
that during the past 10 years

(1939- 1948 inclusive) foreign
value of imports has amounted
to less than $40 billion, or $4 bil¬
lion a year, whereas the total
value of exports during the 10-
year period amounted to more
than $90 billion or $9 billion a

year.

From this it would appear that
the excess of exports over im¬
ports has averaged about $5 bil¬
lion annually for 10 years or a
total of more than $50 billion dur¬
ing the decade. Obviously, during
that period there must have been
a revolutionary change in the in¬
ternational financial structure as

it pertains eaually to the United
States and all other parts of the
world.'r -

Without even touching upon the i

30-year period 1909 to 1938, in¬
clusive, • preceding the recent 10
years of imbalance, it must be
clear that a whole series of major
dislocations have taken place
which necessarily are the concern

of governments not only of foreign
countries but of the United States

as well. ' V

During the 20 years between
World Wars I and II (1920-1940)
the average dollar value of ex¬

ports was less than $4 billion
annually, whereas during the past

i for Exports? :
"om page 16)
six or seven years the average has
been about $12 billion. Thus, the
value of exports has been about
three times as much annually
during World War II, including
the years since the conclusion of
military operations, and about $8
billion a year in excess - of pre¬
vious long-time average expe¬

rience.

Government Policies

Having reviewed in a prelim¬
inary way the extent and charac¬
ter of change in volume of exports
from the United States in contrast
with imports we must now ex¬

amine the question whether the
recent volume of exports has been
or now is in harmony with sound
(peacetime) economic policy or
whether our own or foreign gov¬

ernments must necessarily find
ways to regulate and perhaps
even control or prohibit the vol¬
ume of export trade from the
United States or import trade
into the other countries in some

departments of our export trade.

. , Obviously, if producers in the
United States continue to export
at anything like the present vol¬
ume without government objection
they are certain to continue to
look to the government to provide
some way for foreign countries to
pay for our excess of exports over
imports. If this is done, then the
governments of foreign countries
must step in and regulate or even
control their volume of imports
unless an extraordinary, increase
in volume .of invisible items

(including gifts) takes place or
unless there is an equally extraor¬
dinary increase in the movement
of monetary metals or capital in¬
vestment. . , 1 -. f

If the government of the United
States (in response to widespread
demand from the taxpayers of
this country for lower taxes, bet¬
ter-balanced budgets, the elimini-
nation of foreign gifts and loans
or reduction of the national debt)
should withdraw government con¬
tributions ^amounting to billions
of dollars, either in the form of
donations or loans, then it would
appear that exporters would
themselves find it necessary to
accent-payment in the form of
foreign investments or reduce ex-
oorts to the extent necessary to
bring about a natural balance
in the total of international ex¬

change... V;;' '»■;>(' ■'. = •:'

This brings us close to such
questions as the effect of a sub¬
stantial reduction in the dollar
value of exports upon wage rates,
employment, prices and volume of
production, particularly of min¬
erals and metal products <in the
United States.
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Tomorrow's

Markets

Walter Wihyte
Says—
= By WALTER WHYTEss

Market top signs starting
to reappear. Some more ad
vance indicated, but down
signals are starting to fly.
It's beginning to look like

the old merry - go - round all
over again. If you've got the
brass ring, you'll get an extra
ride. If not you'll be through.
But even with the ring, the
extra ride may make you a lot
dizzier than you bargained
for. V-, v;/.

All this fol-de-rol means

that the market has again
reached the stage where it's
being talked about as the new
discovery; a condition that
usually spells danger, even if
the danger isn't imminent.

During the past week I took
some time to go over the aver¬

ages and did a cross-check of
various brokers who do a

large public business. I dis¬
covered while the averages
were up to around 190, the
majority of equities in brok¬
erage accounts haven't in¬
creased beyond the 180-183
figure. The only conclusion
that can be made is that most

of the people simply haven't
the stocks that comprise the
averages, or bought them
close to the current market

top.
* * * "> ' ■

A few weeks ago when ]j
first started walking the bull¬
ish line, I said that strikes
were not bearish. Carrying
this opinion to its logical con¬
clusion, a settlement, is there¬
fore not bullish.

This doesn't* mean that

prices are going to turn down
right away. There are still a

couple of unused oxygen
tanks standing by. Copper
will go up a few cents; crude
oil will go up and the chances
are that steel may hike its
prices also. The immediate
reaction to such events should
add a few more dollars to the

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher & Co.
Members

New York Stock Exchange
New York Curb Exchange |Associate)

San Francisco Stock Exchange
Chicago Board of Trade

14 WaO Street New York 5. N. Y.
OOrttandt 7-4160 Teletype NY 1-928
Private Wires to Principal Offices
San Francieco—Santa Barbara

Monterey—Oakland—Sacramento
Fresno—Santa Rosa

averages. What the long-term
reaction to such price hikes
will be is another matter.

■ ;'J-' * * ■ '"■ ) ;k;v.

I feel that a market with

enough underlying technical
factors sufficiently strong to
carry it from 178 to 190 in a
strike of major importance
has given up so much strength
that it won't be able to with¬
stand a so-called period of
placidity. Once a strike is set¬
tled it theoretically makes
everything perfect. The at¬
tainment of a minor point of
perfection is in itself a danger
sign. Perfection presupposes
no further improvement. If
there's no further improve¬
ment, where can prices go?

* * .

You have a list of stocks to

buy that appeared in last
week's column. In view of the

outlook, forget the list. You
are also long of two stocks,
American Smelting and Den¬
ver Rio Grande. The rail was

bought between 22 and 23.
It's now about 28. Raise your

stop to 26* Smelters came in
between 45 and 46. It's now

about 48J/£. Raise your stop
to 47. If either stop is taken
then forget the market for the
time being. The merry - go-
round is now grinding to a

stop.

More next Thursday.
—Walter Whyte.

[The views expressed in this
irticle do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

/- ; • •

Central Savings Bank
Holds % Century Dinner
The Quarter Century Club of

Central Savings Bank held its
third annual dinner at Luchow's

Restaurant, Wednesday, Oct. 26.
James T. Lee, President of the

3ank, presided as toastmaster and
presented gold service pins and
savings bonds to new members
Mack Fisher, Martin Schuler,
Everett V. Lanthier and Ernest M.
E. Klemm.

Membership in the club now to¬
tals 25. Of these Louis Watjen, F.
W. Lafrentz, Robert A. Drysdale.
Eugene Hennigson and Otto Strip-
pel are Trustees of the bank.
The longest service record is

held by Chas. H. Kreeb, Assistant
Vice-President, who has been as¬
sociated with the bank for 46

years. Other officers with out¬
standing service records include
Otto Strippel, Vice - President,
Treasurer and Trustee, who has

completed 45 years' service, and
Carl Cordes, Assistant Vice-Presi¬

dent, who has been with the bank
42 years.

New Pennington,
Colket Branch

MANHASSET, L. I., N. Y.—

Penington, Colket & Co. have

opened a branch office at 351

Plandome Road under the man¬

agement of Hugh Maher.

With Merrill Lynch Co.
(Special to The Financial Chronicle) ;

LAJOLLA, CALIF.—Harold F.
Brown has become affiliated with

Merrill Lynch, Pierce, Fenner &

Beane, 1028 Wall Street. He was

formerly with Buckley Brothers
and Walston, Hoffman & Good-

win.

What's Ahead For Exports?
(Continued from page 37)

ing 1938, 1939 and f940, since for¬
eign nations either actually en¬

gaged in war or rapidly preparing
for war took advantage of the
opportunity to secure supplies
from all parts of the world. Un¬
doubtedly, during that period
(1936-40) foreign countries were
able to finance their own pur¬
chases from the United States. In
other words, the restoration of
what might be called a normal
export level took place not by fi¬
nancing of the United States but
because of preparation of foreign
countries for war or the actual

beginning of war operations.

During the war years 1941-45,
however, the dollar value of ex¬
ports from the United States of
non-farm products trebled. In
other words, while the average
dollar value of exports of this
group of products was under
$2 y2 billion annually during 1936
1940 it exceeded $7*/2 billion an¬

nually during 1941-45. Obviously,
most of this increase in volume
had to do with participation not
only of foreign countries but also
of the United States in the oper¬
ations of World War H.

During 1946 exports of non-
farm products declined from
slightly over $7% billion to about
$5 billion, but that decrease was
not to be maintained. In 1947 ex¬

ports of non-agricultural products
mounted well above $9 billion and
in 1948 to almost $8 billion. Thus,
it is obvious that the dollar value
of non-farm products during 1947
and 1948 was between three and
four times as great as during the
prewar prosperous period 1926-30.
If there is to be a substantial re¬
duction in dollar value of exports
it would appear that the decline
must take place in the field of
non-agricultural commodities.
It will be enough here to note

that in the field of non-metallic

minerals, which include coal and
related fuels as well as petroleum
and its products, exports#in 1947
and 1948 were almost .exactly
double exports in the earlier pros¬
perous period 1926-30. It may be
that this is one department where
exports may return more nearly
to normal levels when more near¬

ly normal conditions again pre¬
vail in the world.

Again, exports of metals and
manufactures, excluding machin¬
ery and vehicles, were at least
three times as great during 1947
and 1948 as during the five years
1926-30. In other words during
the prosperous period after World
War I exports of this group of
products averaged less than one-
half billion dollars annually
whereas during 1947 exports of
this ? group of products went
bevond one and one-half billion

dollars. ; .

The same story in a more exag¬
gerated form is found in the case

of machinery and vehicles. Dur¬
ing 1926-30 exports averaged less
than a billion dollars annually.
During the years 1947 and 1948
exports averhged more than $4
billion annually—in other words,
an average of more than $3 billion
a year above the levels which
prevailed during the prosperous

years 1926-30. ;;;
The question must necessarily

present itself whether the Fed¬
eral Government, of the United
States will continue to tax the
American citizens',in order to
raise funds to send machinery,
automobiles and other vehicles to

European or other foreign coun¬
tries on any such scale as that
which has prevailed during the
last two years, especially since
this extraordinary process of fi¬
nancing and exoorting machinery-
automobiles .and other vehicles
has undoubtedlv at the same time
been resnonsibte- fo~ r>ot only
maintaining but substantially in¬

creasing the price level of these
commodities in the American

market, thus increasing cost of

living to the entire American
population.
Not only have the people of the

United States been taxed several
billion dollars annually to pro¬
vide funds with which to export
these products to foreign coun¬

tries, but the same American peo¬

ple have been forced to pay the
increased or higher prices which
have prevailed in this country be¬
cause of the policy of withdraw¬
ing such tremendous quantities
from the American market for

the benefit of foreign trade, only
to upset the international ex¬

change ledger and start new eco¬
nomic turmoil. Incidentally, the
average wholesale price for all
exports during the war years
1941-45 stood at an index number

of 97 compared with 86 during the
prosperous years 1926-30. Dur¬
ing the year 1947 the index num¬
ber had crept up another 30% to
an average index number of 126
and during the last year (1948)
the index number had crept up

further to an average of 135. This
is an increase of 40% over the
price level of the war years
added to the tax burden carried

by the American people.

In conclusion, it must be evi¬
dent from this analysis of the
export side of the picture that the
time is here for a much more

detailed review and public ap¬

praisal of government policies
which continue to levy taxes, ap¬
propriate funds and export vast
quantities of materials to foreign
countries—for other purposes than
to relieve hunger, cold or other
basic human wants with such
products as foods, textiles or even
tobacco, which are the major
items of export from agricultural
sources. In other words, while
the increase in exports of prod¬
ucts of agricultural origin during
the last two years over previous
prosperous periods has been about
%2Vz billion ostensibly to relieve
foreign needs for food, textiles
and tobacco, exports of non-agri-,
cultural products (largely min¬
erals, metals and manufactured
products derived therefrom) have
increased something like $6 bil¬
lion on an annual basis during, the

past -two years, compared with
the same basic prosperous period,
1926-30. ' . !

Government-Business Relations
Lessons From the Past

(Continued from page 15)
encourage the activities of mer¬
chants. Strangely enough the
countries where it was most skill¬

fully carried out were often less
prosperous and progressive than
those in which the bureaucrats

were less skillful or less powerful.
In England the woolen industry,
which was especially watched by
the paternal eye of the State, did
very poorly as compared with the
cotton industry, which the legis¬
lators had overlooked in the reign
of Queen Elizabeth and never did
catch up with. In France, the
merchants were so overloaded
with well-meant governmental
regulations intended mainly for
their own good, that when Col¬
bert, Louis XIYs Minister of Fi¬
nance, asked what more he could
do for them one of them answered

"Laissez nous faire," which might
be interpreted either as meaning
"Leave us alone" or "Let us pro¬
duce." , v \
In 1776 two events occurred

which in a short period put Mer¬
cantilism out of business; one was
the American Declaration of In¬

dependence, and the other was
the publication of Adam Smith's
"Wealth of Nations." The "Wealth

of * Nations" contains a \ detailed
description of the abuses of Mer¬
cantilism. You might be surprised
to find, if you read the Declara¬
tion of Independence again, that
it also contains a list of the abuses

of economic planning, which were
considered serious enough to jus¬
tify armed rebellion. The Declara¬
tion set . up a nation where the
principles of free enterprise ex¬

pounded by Smith could be put
into operation, and also, by lop¬
ping off Britain's most important
colonial possession, paved the way
for free enterprise in Britain. Its
success in; those „ two -countries
caused France and Germany to
fall into line, or at least to go
through some of. the motions.
There is some reason to suppose
that most of the German theorists
who wrote in favor of free .enter¬

prise did , not wholly understand
it, and even more reason to sup¬

pose that the conversion" of the
rulers was only partial and -tem¬
porary. But for a" century the
Prevailing economic philosophy in
Western Europe and' the United
States was t- "liberalism," which
was not in those days understood
to mean either governmental ecor
nomic planning or the - welfare
state or socialism, but rather their

opposite. - - - " , ;"

; There is no need here to* re¬
peat what is so well known to all
of you—the enormous increase in
population from 1815 to 1914,. the
unaccustomed long periods of
peace, the great advances in real
wages and the standard of living
of the poor, the great scientific
-discoveries. After stagnating for
1800 years civilization awoke and
progressed far more rapidly than
had ever been deemed possible.

State Socialism Under Bismarck
*n Britain .

But the innate urge for power
and the consciousness of superior
wisdom which almost universally
characterizes government officials,
and those who wish to become or

to advise government officials,
could notbe denied.Bismarck in the
1880's introduced social benefits
and other forces of state socialism
into Germany. :The Liberal party
in Great Britain followed in a

hesitating manner in the first dec¬
ade of this century, and thus the
Liberal party died and was suc¬
ceeded by the Socialists. In this
country a horde of speakers and
writers, of the sort to whom the
grass always appears greener: on
the other side of the fence, joined
the avowed Socialists in advocat¬

ing similar steps here.> The Com¬
munist tyranny in Russia was held
up as a model for us by many

publicists whose views on public
affairs, for some strange reason,
still find listeners. The meaning
of,1 the,, word • Liberalism was

changed; individual- self-reliance
was condemned as anti - social or at
least outmoded; democracy was
redefined to mean the absolute

power of the majority (which was

contrary to the principles of our
Constitution and had been de¬

nounced as immoral by all re¬

spected : political philosophers
from the time of Plato to 1929).

/ Our Own New Era
• The New Era of the late 1920's
was the result of an unsuccessful

attempt by our monetary author¬
ities to use monetary manipula¬
tion to smooth. out the business
pycle, coincident with a flagrant
neglect of sound fiscal poljci.es by
Britain, . France, Germany and
other nations. . It was . succeeded
by the New Deal, which signally
failed - to*recognize ihe ;cause - of
the economic collapse of 1929 and

proceeded to reform the system

along the lines that had been tried

and failed in the 18th century.
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Mercantilism was revived, and]
John Law and Bernard de Mande-1
ville became heroes again, al¬
though their doctrines were often
advocated by persons who had
never heard of their originators.
Consequently the depression of
the 1930's was the longest in the
history of the United States. The
initial decline was probably no
more severe than in 1839 or 1873
er 1893, but the recovery, in spite
of or more likely because of the
government's unprecedented ef¬
forts to encourage it, was the
slowest and most expensive we
have ever known. And now we

see politicians urging essentially
the same methods to maintain

prosperity that have never done
so in the past and that failed so

flagrantly to help recovery in the
nine years preceding the war.
One outstanding feature of gov¬

ernment attempts to aid business
is that they so frequently work in
reverse. Let us consider a few

from our recent history.
•

*
. ■:> .' ; r' ' «>'■» 'j-'" • -v ■ ■*"!

Business Aids in Reverse

Take first the matter of security
of investments, it used to be pos¬

sible for a man to invest in gov¬
ernment bonds with an assurance

of a steady income bearing some
reasonable relation to his invest¬
ment. Now it is notorious that the

yields are low,* because ; of the
governmental policy of maintain¬
ing a steady market, and it is
equally notorious that the pur¬

chasing power of that income lias,
declined drastically for many

years and threatens to decline
further.

Old-age security for wage earn¬
ers and a few others has been
established by law, but the gov¬
ernment's policies are such that
the money promised will buy less
than expected; the money
amounts will have to be increased
to compensate for the higher cost
of living; and it is likely that
those very 1 increases will cause

taxes and the cost of living to go
still higher. Meanwhile the non-

wage earners, and persons with
incomes over $3,000 have to strug¬
gle harder than ever to provide
their own old-age security. Under
such circumstances it is a wonder
that anyone continues to try to
save, but most of us feel com¬
pelled to act like squirrels, bury¬
ing nu,ts in all sorts of places in
the wild hope that when winter
comes we shall be able to find a

few of them, The net results of
governmental policies as a whole
has been to reduce the prospects
of old-age security for the wealthy
and the middle classes and the
farmers, domestic servants, and
self-employed, while there is
grave reason to doubt that it has
improved the prospects of old-age
security for its alleged benefici¬
aries.

Next let us consider the preser¬
vation of farming as a way of
life and of farmers as a desirable
element in the ^community. But
why have we admired farmers?
Precisely because they were sup¬

posed to typify the virtues of rug¬
ged individualism, enterprise,
self-reliance, closeness to nature,
industriousness, thrift, and com¬
mon-sense conservatism. To pre¬

serve these virtues we have set
up a system of loans and price
guarantees and crop controls that
reduce or eliminate entirely the
need for individualism, : enter¬
prise, self-reliance, industrious¬
ness and thrift; compel the farm¬
er to abandon his common-sense

conservatism, and bring him
closer to Washington than to na¬
ture.

v Take another example: the
TVA. What can be said in defense
of a scheme that in the guise of
flood control permanently floods
a greater acreage than the area
usually flooded for a few weeks
in the spring? Or a scheme that

, spends so much money on dams,
etc., that the annual carrying
charges are greater than the

', average annual loss from floods
, before' the dams were constructed?

Education has always been
cherished more .highly- in the
United States tham^elsewhere,
and for many decades we have
stressed the value of education in

developing character and the
spirit of enterpriser Our young
people have been' encouraged to
strive for higher education be¬
cause it offered—great rewards,
both material and spiritual, and
common-school education has
been considered - essential for in¬

telligent citizenship. The rewards
of education were-neensidered to
be greater if they were obtained
in part at least by the student's
own exertions. But we are now

proceeding to make higher edu¬
cation so common that it will give
its possessors few if any material
advantages, and-,the spiritual ad¬
vantages that might result from a
bread liberal education are not
provided by themarrow technical
courses generally favored by gov¬
ernmental administrators and
subsidized students. We are turn¬

ing out . thousands of lawyers,
writers, engineers and other trained
or s e m i-t r a 1 h e d intelligentsia
whose best hope of making a de¬
cent living is to get a government
job. Is it surprising that many of
them think that if the gov¬
ernment paid for their education
the government is morally bound
to make a job for them? Worse
still, the dependence of schools
on the Federal Government gives
those in control of the' Federal
Government immeasurable oppor¬
tunities to strengthen their con¬
trol by propaganda directed
against minds at their most im¬
pressionable age. How strange:
that some of the : advocates " of
Federal aid to education are also
found among those who insist en
the right of teachers to teach ex¬

tremist doctrines irrespective of
the wishes of their employers and
their students' guardians!

Devices Proved Negative "

In the matter of material prog-,
ress—more wealth and income for
the people, or more people ior
cannon fodder — governments
have tried all sorts of devices and
the net result has usually been
negative, The attempt to:-sub¬
sidize one industry or one element
cf the population has usually re¬
sulted in pushing down all other
elements. It would take hours to
exhaust the list of cases. Themost
recent were the officially'"en¬
couraged wage increases of 1946,
1947 and 1948, which were" fol¬
lowed by corresponding increases
in the cost of living.
All this is not to say that gov¬

ernment has no legitimate func¬
tions with respect to business, or
that it cannot perform these
functions better if business is

consulted, just as . any legislative
or executive action is likely to be
better judged if interested parties
are consulted. Likewise business¬
men in managing their own af¬
fairs occasionally have to make
decisions which might be more
in the interest of the nation and
even more in their own interests
if they were aware of govern¬
mental policy in related fields.
The outstanding example is the
matter of national defense and

foreign relations, but there are

possibilities also in the fields of
public health and public morals.
Beyond arrangements for mu¬

tual advice there is little that
businessmen can do, in their ca¬

pacity as businessmen, to cooper¬
ate with government, except to
obey the laws and to fight at¬
tempts by overzealous bureau¬
crats to extend laws beyond the
intent of Congress the limita¬
tions of the Constitution. It is
all very noble to talk about busi¬
nessmen considering themselves
as trustees of the piibiic; they are
not trustees; they were never
elected to be trustees of the pub¬
lic, and most of them aye no more
qualified to act as such than the

government officials. The word

trustee bears for me anHfi^idious

connotation. It implies* that the

trustee's ward (cestui qui trust
as the lawyer's quaintly express
it) is incapable of looking out for
himself. • Businessmen are agents
with limited powers rather than
trustees even for their stock¬
holders. With respect to their
employees and customers they
are not even agents. I would add
also that government officials,
except in an absolute government,
cannot properly be considered as

trustees, but merely as agents
trusted to carry out their as¬

signed duties.

| If businessmen wish to be
statesmen they should do so out¬
side of business hours, and allow
themselves to be judged on their
personal qualifications and not as
representatives of their corpora¬

tions, still leSs as representatives
of their industry, or of a vague
concept called "business." This
is not a corporative state and I
hope it never will be.
'4 As- Adam Smith and all other
economists of the liberal school
have always admitted, there are
certain functions, such as defense,
the maintenance of order, the
maintenance of standards of

weight, measure and money, the
enforcement of contracts, the
suppression of fraud and violence,
that must be performed by the
government because their per¬
formance requires the use of
force, which cannot safely be left
in the hands of private parties.
There are other functions uni¬

versally admitted to be desirable

.ror'r necessary., that must, be per¬
formed at least in part by the
government because no private
person could afford to provide
them adequately, such as the
main ten a.nee-of lighthouses,
channels, roads, bridges, educa¬
tion. These categories might jus¬
tify- some limited activities in
production or trade, such as the
manufacture of atom bombs and
other materials for defense, or the
sale of goods at post exchanges.
*

But the bulk of economic ac¬

tivities are those which produce
or distribute goods for sale to
consumers, or to other business¬
men who use them for the same

pyrpose. The welfare of the na¬

tion. is best served by allowing
consumers to choose what they
shall buy and from whom, and the
government's proper function is
only to see that they are pro¬
tected from misrepresentation of
quality arid quantity. This re¬

quires that producers and sellers
,he given free rein in their at¬
temptto win . the consumers'
favor.''. Here again it is taken for
granted that force and fraud shall
be prevented and contracts shal
be enforced, and the government
must see that that is done. Bu ;

it is not for the public interest
if the government steps in to help
one businessman or one class of
businessmen in their competition
with others. If government helps
the more efficient its help is not
needed; if it helps the less effi¬
cient its efforts raise costs anc

reduce the national income. And

if the government's interference
takes the form of production of
goods for sale by governmen
agents using government capital
we can be sure that it will be
inefficient and costly by compari¬
son with what private entrprise
would have been, although mis¬
leading government accounting
may conceal that fact for a time
If,- however, as a result of the
government's own mistakes
large number of citizens get into
grave difficulties, the government
is morally obliged to give them
temporary assistance.
.! Governments are after al
merely aggregations of officials
These officials are merely men
election or appointment to public
office has no sacramental effec
and confers no supernatura
powers. As men they are fallible
and as men they will not work so
hard for the intangible public
welfare as they would for their
own advantage. They will no

'j publicly admit mistakes which as

private businessmen they would
speedily admit to themselves and
attempt to correct. They prefer
to cover them up, or answer com¬

plaints by alleging that they had
not been granted sufficient funds
or sufficient power. This is the |
crux of the matter. There will

always be some official or group
of officials that will in their ap¬

petite for power constantly strive
:o obtain authority over more and
more of the citizens' activities,
while proclaiming all the time
iiheir devotion to the Citizens' in¬
terests.' Their primary aim is to
remain in office, perhaps only by
using their public position to
slander their opponents and by
using taxpayers' money to buy
votes, but it is only a short step
to one-party elections with gun¬
men at the polls. It is not hard
for determined men with all the
resources of a totalitarian govern¬
ment behind them to deceive mil¬
lions of voters. Sometimes they
even deceive themselves.

The only safeguard that has
been devised against the possi¬
bility of such ambitious persons

getting control of a nation in
times of great stress, or retaining
permanently powers that have
been granted only for temporary
purposes, is to decentralize the
source of authority. Our Consti¬
tution did that very well, as long
as it was observed. It separated
church from state, thus leaving
outside of the government a pos¬
sible rallying force for those op¬

posed to governmental policies. It
apportioned the functions of gov¬
ernment between the central gov¬
ernment and the states—an ap¬

portionment which has gradually
broken down, partly because the
representatives of greedy states
surrendered their powers in re
turn for a promised share in the
wealth of other states, and partly
because persons anxious to obtain
public money for the support of
what they conceived to be good
causes found it easier to get one
law or one big appropriation from
Washington than 48 laws or 48
small - appropriations from 48
legislatures. Finally it listed cer¬
tain rights of the individual citi¬
zen which were not to be en¬

croached upon .by the central
government, or in some cases by
the state. How many persons who
prate about the Bill of Rights
realize that everyone of them is.
a1 prohibition directed against the*
government, and not one is a

guarantee that any thing shall be
provided to the individual by the
government? But if the central
government manages to make a

large number of citizens its
debtors, and another large num¬
ber its employees, and still an¬
other large number recipients of
government favors, the road will
be open for a totalitarian dictator,
or dictatorial oligarchy, whether
it be composed of conscious self-
seekers or sincere fanatics.

A Summary

What I have said may be briefly
summarized in six sentences:

(1) Government controls ' of
business have usually been ad¬
vocated in their beginning as

being in the general interest of
the people, or even in the interest
of the business that is to be con¬

trolled.

(2) Frequently they have oper¬
ated in the opposite direction.

(3) Whether successful or not
they have usually been made
stronger and extended in scope,
partly because of the rulers' am¬
bition and partly because the peo¬
ple have been educated or numbed
into accepting them, and have
forgotten their ancestors' tradi¬
tions of freedom.

(4) The century 1815 to 1914
was the freest of all historica"
periods from governmental con¬

trols, and was likewise the period
of greatest growth in prosperity,
both here and in most other civ¬
ilized countries.

(5) -Nothing has changed the
natures of government officials or

the tools at their disposal to such
an extent as to suppose that gov¬
ernmental controls will work any
bettfer in the future than in the
past, except in the matter of
propaganda and thought-control,
which is more skillful in sup¬
pressing statements of skepticism
or discontent.

(6) The only remedy for the
abuse of government power is to
split it up—a fact which was well
understood by the framers of our

Constitution, and especially those
who insisted on the' now-forgot¬
ten though never-repealed 10th
amendment.

A Constructive Program

Now, to end with what is gen¬
erally called a constructive note
or positive program, I would sug¬
gest that the best ways for the
government to cooperate with
business at the present time for
the purpose of maintaining pros¬
perity would be for it to revert
to the traditional functions of
American Government, within the
limits of the Constitution, and
specifically:
(1) To spend money only for

purposes plainly more important
than those for which the money
would be spent if left in the
hands of the taxpayers.
(2) To balance the budget and

restore a sound currency.

(3) To withdraw from the mon¬

ey lending business with due re¬

gard for existing commitments,
and to reform the banking system
so that private bank lending shall
not be carried to excess, since ex¬
cessive credit is the chief cause
of severe depressions.
(4) To -publish honest accounts

of all its enterprises, showing all
the contingent-liabilities, and
making- adequate. allowance for
depreciation^ amortization, etc.,
and complete-statements of tax
revenue lost*by."all taxing bodies
because the enterprises in ques¬
tion are publicly and not pri¬
vately owned:; In this way only
will the voters be enabled to form
a sound judgment as to the ad¬
visability of further extensions of
government enterprises, or
whether they shall be turned over
to private industry or to the
states.

(5) To enforce its laws equally
against capital and labor.1 ; ■

(6) To clear up the: present
mess in the matter of old-age in¬
surance by making it apply uni¬
formly to all classes of citizens.
I would suggest replacing the
existing scheme by setting up a
new one applicable to everyone,
the premiums for which should
be collected in conjunction with
the income tax. Have everyone
submit an income tax return, as
has been done for many years in
Delaware. On this return the in¬
come tax would be payable as at
present, with such rates and ex¬

emptions and withholding ar¬
rangements as Congress may de¬
sire. In addition payments of in¬
surance premiums should be made
on these returns, with credits for
such withholdings as may have
been made by employers, and the
amount of pension ultimately re¬
ceived by each beneficiary should
correspond actuarially with the
premiums paid by him. This
would be a real national insur¬
ance scheme both universal and

self-supporting, whereas the pres¬
ent set-up is neither. Incidentally
it would probably increase the
yield of the income tax.

Frank Godfrey Opens
EDWARDSVILLE, ILL.—Frank

Godfrey has opened offices in the
Edwardsville National Bank
Building to engage in the securi¬
ties business.

With Samuel & Engler ;
(Special to The Financial Chronicle)

COLUMBUS, OHIO—Clarence

O'Brien is with the Samuel &

Engler Co., 16 East Broad Street.
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Indications of Current Business Activity
The following statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date):

"■tf:

AMERICAN IRON AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity) Nov. 6
Equivalent to— ''x/'V'

Steel ingots and castings (net tons)— Nov- G

AMERICAN PETROLEUM INSTITUTE:
Crude oil output—daily average (bbls. of 42 gallons each) Oct. 22
Crude runs to stills—daily average (bbls.) Oct. 22
Gasoline output (bbls.) Oej- 22
Kerosene output (bbls.)__ Oct- jr
Gas, oil, and distillate fuel oil output (bbls.)— —Oct. 22
Residual fuel oil output (bb.s.) — —— Oct. 22
Stocks at reiineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at Oct. 22
Kerosene (bbls.) at Oct. 22
Gas,, oil, and distillate fuel oil (bbls.) at _oct. 22
Residual fuel oil (bbls.) at— <JCt-

ASSOCIATION OF AMERICAN RAILROADS:
Revenue xreignt loadeu (.number ox car*) Oct. 22
Revenue freight received irom connections (number of cars) oci,. 22

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS-
RECORD:

Total U. S. construction Oct. 27
private constiuctlon ——Oct. 27
Public construction ————- — Oct. 27
State and municipal,.. Oct. 27
Federal -Oct. 27

QOAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite 1 tens) Oct. 22
Pennsylvania anthracite (tons)—.——1 Oct.22
Beehive coke (tons) Oct. 22

• '•-■■■-v.

REPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS-
XEM—1933-31) AVERAGE—100 Oct. 22

PRISON ELECTRIC INSTITUTE:
Ktectric output (in 000 kwh.)—————,———— , .Oct. 29

FAILURES (COMMERCIAL AND INDUSTRIAL)-—DUN & BRAD-
=. ■ ■. STREET, .INC.- .i.-—r— —Oct'. 27 .

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.)-, —

Pig iron (per gross ton)——
Scrap ;steel (per gross ton)—.— —

• \ „ .. J I V - 1 r ^ 'v * ' c ^ ' 1 i N f

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper— <■;
Domestic reiinery-at__
Export reiinery at—-—: ————— —

-Oct. 25

-Oct. 25

-Oct. 25

Lead (New York) at...
lead (St. Louis) at...

Zinc (East St. Louis)

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds

Average corporate ——.

Aaa i—_ — ——

Aa — —

A —

Baa

Railroad Group —_

Public Utilities Group
Industrials Group

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bends

Average corporate T ...

Aaa — :

Aa ..

A - -

Baa

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons)
Production (tons)

Percentage oi activity

NIL, PAINT AND DRUG REPORTER PRICE INDEX—19'
AVERAGE=100 -

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)—
Number of orders.. Oct. 15-
Number of shares — Oct. 15

-

Dollar value —_ ,Oct. 15
Odd-lot purchases by dealers (customers' sales).

, Number of orders—Customers' total sales Oct. 15
Customers' short sales ' Oct. 15
Customers* other sales Oct. 15

. Number of shares—Customers' total sales Oct. 15
Customers' short sales... Oct. 15
Customers' other sales Oct. 15

Dollar value ' Oct. 15
Round-lot sales by dealers—
Number of shares—Total sales.. ; Oct 15
Short sales Oct! 15
Other sales Oct.15

t Round-lot purchases by dealers—
Number of shares Oct. 15

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR—
1926=100:

All commodities Oct 25
Farm products ""III —Oct! 25
Foods fir) 25

All commodities other than farm and foods I Oct 25
Textile products Qct. 25
Fuel and lighting materials I.IIIII Iloct' 25
Metals and metal products Oct 25
Building materials " loct! 25
All other __Oct! 25

Special indexes—
Grains

Livestock

Meats

Hides and skins.

-Oct. 25

-Oct. 25
-Oct. 25

-Oct. 25

Latest

Week

8.8

162,000

5,072,100
115,375,000
18,446,000
2,030,000
6,856,000
7,609,000

102,990.000
28,340,000
89,030,000
6J,073,UoO

§589 088

§510,272

$135,843,000
72,662,000
63,181,000
55.487,000

V 7,694,000

2,540.000
1,230,000

2,500

295

Previous

Week

9.0

166,000

5,043,550
5,324,1)00
17,978,600
1,86a,000
6,752.000
7,659,000

102,767,000
27,758.000
86,952,0UD
69,Udl,OOJ

§533.913

§506,766

$121,542,000
62.894 000

58.643.000

51,459,000

7,189,000

2,390,000

1,259,000
•; *1,800

*290

5,432,753 *5,430.338

221

?3.705c
$45.88
$25.58

181

3.705c

$45.88
$26.50

Month

Ago

8.2

151,000

4.875,400
5.371,000
18.152,000
1.910,OUO
6.555,000

7,419,000

103,262,000
26,615,100
81,414,600

G8,i43,000

§661,472
§562,510

$163,897,000
94.216,000
69.681,000
63,388,000
6,293,000

2.025,000
37,000
5,000

292

5,521,238

181

3.705c

$45.88

$27.92

19,568

584,233
$21,872,404

22.421
164

22.257

•628,292
6,069

, 622,223
$20,844,394

217,780

217,780

190,790

152.5

158.5

151.7

144.8

137.6

131.2

169.0

183.8

116.1

20,648
625,857

$23,460,428

23,389
182

23.207

t 654,991
6,484

648,507
$12,501,537

242,250

242,250

215,070

152.1

159.6

*160.5

144.9

137.6
131.2

169.2

189.3

116.5

20,147
595,563

$23,482,936

23,865
218

23.865
661,842
7,754,

654,088

$22,057,937

247,300

2~4~7~300

219,630

152.4

159.8

159.6

145.3

138.1

130.7

170.3

189.5

116.7

153.9

198.7

223.5

204.0

152.1

197.1

218.2

201.1

158.4
199.1

220.8

198.9

Year

Ago

98.9

1,782,600

5.643,500
5,603,000
17,238,000

"2,077,000
7228,OUO

9,199,000

91.074,000
27.2x4,000
75,9x9,000

60,247,005

926,976
729,450

$179,052,000
10o,421,OvO
75,631,000
50,5o4,00j
2j,077,0I»0

12,528,000
1.187,000

148,6i/0

344

5,555,254

104

3.720c

$46.91
$43.16

.Oct, 26 17.325c 17.325c 17.325C 23.200c

.Oct, 26 17.550c 17.550c 17.550c i 23.425c

.Oct. 25 95.000c „ 96.000c 103.000c 103.000c

.Oct. 26 13.000c 13.000c . ■ 14.750C ' 19.500c

.Oct. 26 12.800c • 12.800c -:14.600c 19.300c

.Oct. 26 v ; 9.250c :
t > 0.250c ; lo.oooci 15.500c

.Nov. 1 103.97 103.92 103.90 100.69

.Nov. 1 115.04 115.04 114.85 110.52

.Nov. 1 120.84 120.84 120.84 115.63

1 1x9.UO 119.00 119.00 114.08

1 114.27 114.27 114.08 109.60
.Nov. 1 106.56 106.74 106.56 103.64

.Nov. 1 109.42 109.60 109.42 106.39

.Nov. l 116.61 116.61 116.22 110.88

Nov. 1 119.20 119.20 119.41 114.66

.Nov, 1 2.21 2.21 2.21 2.45

.Nov. J 2.90 2.90 2.91 ' ; , 3.14

-Nov. 1 2.61 2.61 2.61 2.87

.Nov. 1 2.79 2.70 2.70 2.95

.Nov. 1 .*.2.94 2.94 2.95 3.19

.Nov. 1 3.36 3.35 3.36 3.53

Nov. 3.20 3.19 3.20 3.37

Nov. 1 2.82 2.82 2.84 3.12

Nov. 1 2.69 2.69 2.66 2.92

.Nov. 1 338.6 339.7 343.8 $99.7

.Oct. 22 195,662 191,375 192,289 161,905

.Oct. 22 206,400 208,450 202,374 189,737

.Oct. 22 94
-

94 91 95

Oct. 22 411,834 422,552 356,741 359,739

!cct. 28
. 126.0 126.1 128.0 143 o

15.048
442,097

$18,094,584

15,365
74

15,291
409,293

2,671
406,622

$15,198,884

122.350

122,350

173,050

164.8

182.6

176.7

153.4

147.9

137.3

172.7

203.5

134.6

168.6

245.3

251.5

193.9

AMERICAN ZINC INSTITUTE, INC. — Month
> of Septenx'cex:
Slab zinc smelter output, all grades (tons
of 2,000 lbs.) i

Shipments (tons of 2,000 lbs.)___—___
Stocks at end of period (tons)—
Unfilled orders at end of period (tons)

Latest

Month

70,392
70,077
85,203
35.009

Previous
Month

73,819
74,33)
84,888
41,335

Year

Ago

64,721
68.850
41,117
50,939

$16,185 *$16,122 $14,723:
9,322 *9,114 7,733

5,012 *4,867 3,849-
2,614 *2,499 1,689.
2,393 *2,363 2,160
4,310 *4,247 " 3,889.

6,863 *7,008
'

6,984
3,130

*

r. ,*3,282 " 3,184

2,768
*

*2,752 . 2,840.

, 965 *974 960.

\ 275.1 - 284.5

t ; V' :

294,2:

709,958

744,602
6,136,997

V 140,720
221,400

49,127
19,975,000

23,425,000
19.975,000
8,725,000

396

664,133
679,983

3,954,662
136,366

'

228,290
. -V , 47,645
19,747,000

23,407,000
19,747,000
8,267,000

377

738,794
1,281,890.
4,147,278.
109,163:
144,091
65,634

21,305,000'

23,832,000'
21,305,000- •

9,414,000
-

. • ■ 420 "

CASH DIVIDENDS— PUBLICLY REPORTED
BY U. S. CORPORATIONS — U. S. DE¬

PARTMENT OF COMMERCE — Month of
August (000's omitted; $189,600,COO $493,600,000 $215,300,000

COAL OUTPUT (BUREAU OF MINES)—Month
of September:

Bituminous coal and lignite (net tons 19,330.000 37,752,000 52,158,000
Pennsylvania anthracite (net tons)... 2,084.000 *3,707.000 5,015,000
Beehive coke (net tons)__ 44,300 *45,300 617,200

COMMERCIAL PAPER OUTSTANDING—FED¬
ERAL RESERVE BANK OF NEW YORK—
As of Sept. 30 (COO'S omitted)—., $265,000,000 $230,000,000 $305,000,000

COMMERCIAL STEEL FORCINGS (DEPT. OF

COMMERCE)—Month cf August:
x iShipments (short 97,472 . . 70,129 : ; 110,679
Unx tiled orders at end of month (short tons) 311,923 348,239 631,88?

CONSUMER CREDIT OUTSTANDING—BOARD
OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM—Estimated short-term
credit in millions as of July 31:

Total consumer credit—: — •

Instalment credit - —

Sale credit :

Automobile —

Loan credit _ —

Noninstalment credit:■
Charge accounts — —

*
- Single payment lcans____——,
i Service credit

CONSUMER PURCHASES OF COMMODITIES—
DUN A BRADSTREET, INC. (1985-1989==

'

100)—Month of September-- ! -

COTTON AND LINTERS— DEPT. OF COxM-
MERCE t— RUNNING BALES:

, , '
Line—Consumed month of September .\
In consuming establishments as of Sept. 30
Iu public storage as of Sept. 20

Linters—Consumed month of September
In consuming establishments as of Sept. 30
In public storage as of Sept. 30 —

Cotwin spindles active as of Sept. 30 -—

COTTON SPINNING (DEPT. OF COMMERCE):
Spinning spindles in place on Sept. 30
Spinning spindles" active on Sept. 30
Active spindle hours (000's omitted) Sept.—
Active spindle hrs. per spindle In place, Sept.

FAiRcnrxi) publication retail price;
INDEX— 1935-39=100 (COPYRIGHTED)
AS OF OCT. 1:

:v Composite ■;index '■ :
Piece goods — :
Men's apparel i-— u—

; Women's- apparel r__iJ-j—
'

Infants' and children's wear— ;
Home furnishings
Piece goods— .

Rayons and silks
Woolens

Cotton wash goods :

Domestics—
Sheets 1 —

Blankets and comfortables
Women's apparel—
... Hosiery . ; —

Aprons and housed.res.ses_——
Corsets and .brassieres—-,
Furs i—w—

"

Underwear — ——; —

Shoes 1.— —— —- :
v Men's- apparel—,

Hos,eiry
Underwear
Shirts and neckwear ——— ■

Hats, and - caps—— - — :
Clothing, including overalls
Shoes _ll„-—-——i-;-—

Infants* and children's wear —
'

.Socks ------- — ;

Underwear ; -

'Shoes — : I
Furniture - -

Floor coverings
Radios

: Luggage : — —____

Electrical household appliances -

China

MANUFACTURERS' INVENTORIES & SALES

(DEPT. OF COMMERCE)—Month of July v
(million of dollars):

Inventories: ■ "

Durable $14,103 *$14,499 $13,967
Nondurable 15,589 *15,805 16,269'

Total $29,692 *$30,304 $30,236:
Sales —— 15,010 16,536 16,403.-

MONHEY JN CIRCULATION—TREASURY DEPT.
As of August 31 (000's omitted) $27,392,645 $27,394,202 $28,055,225-

MOODY'S WEIGHTED AVERAGE YIELD OF
'

.. ?00 COMMON STOCKS—Month of Sept.:
Industrials (125) V 6.39 6.61 ' 6.06
Railroads (25) - 8.66 8.94 6.26
Utilities (25) - — 6.06 i 6.06 5.90'
Banks (15) - • ' 4.51 ^ * 4.52 • - 4.67
Insurance (10) ■■'. 3.21 3.26 3.40*

Average yield (200) — 6.31 , 6.50 • 5.95.

NEW CAPITAL ISSUES IN GREAT BRITAIN-
MIDLAND BANK, LTD.—Month of Sept £4,267,000 £2,221,000 £5,196,000

NON-FERROUS CASTINGS (DEPT. OF COM¬

MERCE)—Shipments, month of July: , v.

Aluminum (thousands of pounds) 18,621 23,261 28,944
Copper (thousands of pounds) 42,273 52,616 71,803
Magnesium (thousands of pounds) - 689 ' 799 554
Zinc (thousands of pounds) 25,943 32,823 • 32.45JK
Lead die (thousands of pounds) —r-. 600 _ 606 861

^Revised figure. _ , - . '. . .

137.1
128.8
138.8

130.9

130.1
144.9

137.3
129.5

139.1

130.9

130.1
145.0

141.9*

M'. 142.7'
140.6.

137.4:
130.7'

149.&

116B
139,7

144,9

116.7
139.7

146.1

130.8:
139.T

163.1;

165.4

141.9
165.0
141.6

182.6;'
141.D*

102.9
142.3

131.7
138.6
133.6

140.4

103.2
142.3
131.7

138.0
133.6

140.4

, 108.2-;
146.9*"

i- 132.5- '
J162.S:

139.4

141.4

139.5

152.2

129.5

127.4

131.4

168.0

139.5

153.1
129.5

127.6

131.7
168.3

140.2:
155.8:
132.9*
127.8' X:
132.2:.
169.6

131.1

119B
144.5
146.6

153.2

117.7

129.8
138.8

134.1

131.1
119.8

144.5 -

L 146.6 •

. ) 153.6
117.7

129.9
139.2

134.1

131.6'
120.8
144.9>
150.6'
157.6'
123.7

131.2-
143.5,:

'

133.8
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Mutual Funds and Their Investment Advantages
(Continued from page 13)

growing welfare and pension
funds of industrial companies.
They likewise will be available
to the increasing number of pen¬
sion and welfare funds of labor
unions and fraternal organiza¬
tions. ;.J..'*,
It is estimated that in 1948 in¬

stitutional and fiduciary invest¬
ments in the mutual companies
were close to $200 million, with
one company reporting as much
as $15 million of its funds held
by individual Gr institutional in¬
vestors in amounts of $50,000 or
more.

Large-scale investors can, of
course, directly purchase expert
advice and skilled and exper¬
ienced management at reasonable
costs. They can secure careful,
Scientific selection and diversifi¬
cation of securities and adopt
sound investment techniques con¬

trolling the timing of purchases
and sales, but success or failure
of their programs in the long
run depends upon the ability and
experience of individual man¬

agements. The time-tested, suc¬

cessful; proven record of per¬
formance of the mutual companies
eliminates the difficulties in¬
volved in selecting managers or
trustees of endowment, trusts and
pension funds. Those individual
trustees who may be inexperienced
in investment problems and an¬

alysis, can be relieved of onerous
administrative duties and invest¬
ment responsibilities by reliance
on such proven management.
Economies in administration and

accounting are also valuable by¬
products not to be ignored.
All these advantages are avail¬

able to the trustees of labor union
: pension funds, which may in the
future constitute a major factor
in the flow of capital into busi¬
ness and industry. If such trustees
are well advised, they will take
advantage of the proven services
of the many and varied mutual
investment companies rather than
attempt to establish their own in¬
vestment policies and employ
their own analysts and managers.
Harvard University, with the

largest educational endowment in
the world today, has recently
turned over the management of
its entire investment portfolio to
a company which acts as manager
for one of the leading mutual in¬
vestment funds.
Fiduciaries of trust funds,

created by will or deed/ and of¬
ficials responsible for the man¬

agement of the trust funds of
banks and similar institutions,
especially: those with relatively
small funds, are using the mu¬
tual investment companies on an

increasing scale each year to safe¬
guard the principal, income, and
purchasing power of funds en¬

trusted to their care.

The condition of those who
must live on income from trust

funds has become increasingly
deplorable over the years because
of the drastic decline in interest
rates and sharp increases in
taxes and living costs during the
last two decades. With interest

rates on all bonds and mortgages
cut about 50%, the cost cf living

•

up 75%, and income taxes greatly
increased since 1930, in order to
assure the beneficiary of a trust
fund the same purchasing power
from the income of such a fund
in 1949 as he received in 1930,
a fund about five times as large
would now be required.
Under such circumstances, all

fiduciaries have sought, where
legally possible, to protect the
purchasing power of the income
and principal of their funds by
investment in common stocks, at
least to a substantial degree.
Many trusts with relatively

small funds find themselves in no

better position than does the aver¬

age investor. The low costs, effi¬
cient and skilled management,
great selectivity, and wide di¬

versification, offered by the
mutual companies, is becoming
increasingly difficult to obtain in
any other way. Furthermore, the
experience of all investors since
1928 has shown that the more con¬

servative investment instruments

—especially corporate bonds, sav¬
ings bank deposits and life in¬
surance policies—do not furnish
satisfactory protection against the
risks of inflation, rising living
costs, artif.cial interest rates, cur¬

rency manipulations and increased
tax rates. In fact, carefully se¬
lected common stocks have proven
to be much more effective in these

respects than other investment
media during the past quarter-
century.
If it is admitted, as is generally

the case, that the cardinal prin¬
ciples of prudent investment are

careful selection, scientific di¬
versification, and constant expert
supervision, then, in the opinion
of this author, the Mutual Funds
are not merely another sound in¬

vestment medium for the average
investor, large or small, but they
seem to be the only practical
medium available throughout the
highways and byways of America
which offer both maximum bene¬

fits from his investment and
maximum protection from the
many risks of modern society.

Economic and Social Significance
of Mutual Funds

The drastic redistribution of

wealth which has taken place in
the United States during the last
twenty years as the result of

. steeply graduated income taxes

j and other political devices, has
created a serious problem for

j American industry through the
destruction of large pools of con¬
centrated wealth. Inheritance

taxes have dissipated our large
estates. Again, due to sharply
graduated income taxes since 1933,
the wealthy and the upper income
groups-r-the traditional sources of
permanent equity capital—can no

longer accumulate the large vol¬
ume of savings so essential in sup¬

plying the annual demands of a

constantly expanding in¬
dustrial economy.

A brief study of the sources of
new capital expended by industry
during 1948, as compared with the
distribution of gross individual
liquid savings for the same pe¬

riod, clearly reveals the need for
more equity capital for industry
and indicates the sources from
which it must be obtained.

The Council of Economic Ad¬
visers in its annual report to
President Truman in January
(1949) estimated that total busi¬
ness expenditures (excluding ag¬

riculture) for new plant and
eauipment in 1948 aggregated
$18,800,000,000. The major sources
of these new funds were esti¬
mated as follows:—

Internal Sources— Billions

Retained net earnings
and depreciation $12.5

External Sources—

Increase in long - term
bank loans 0.4

Sale of new bond issues 4.8
*Sale of new stock issues 1.1

Total $18.8
*Both Common and Preferred.

The high percentage—more than
28% of the total and 82% of the
amount from external sources —

derived from debt financing (bank
loans and bond issues combined) is
unsound and contrary to all past
experience. The borrowing of such
a large portion of industry's an¬
nual capital requirements could
not continue indefinitely without
serious consequences to our econ¬

omy. Furthermore, constant re¬
tention of so large a percentage
of earnings — more than 70% of
the total net earnings of 1948 in
contrast to the normal 30%—is
also unsound since failure to pay

larger dividends decreases in¬

vestor incentive, results in lower
market prices for common stocks
and makes equity financing con¬

sequently more difficult. It is ob¬
vious, therefore, that a much
larger percentage of the total an¬
nual new capital requirements of
industry must in the future be
financed by the sale of perma¬
nent common stock equities, if a

healthy national economy based
on free enterprise is to be main¬
tained.
The Securities and Exchange

Commission estimates that during
1948 the gross liquid savings oi
individuals were distributed as

follows:

Billions

Deposits with Savings Banks,
other Banks, and Building
and Loan Associations $0.7

Federal, State and Munici¬
pal Bonds >2.1

Federal Social Security Pay-
ments : 3.4

Life Insurance Premiums___ 3.6

Corporate Bonds and Pre¬
ferred Stocks 1.0

Corporate Common Stocks— 1.0

Total $11.8
It is obvious from the above,

that, if industry; is to obtain a

higher percentage of common
stock or equity capital from the
annual savings of the public, it
must come largely from those in¬
dividuals who now favor savings
banks deposits and government
bonds as their investment media.
The assets of mutual investment

companies are largely invested in
common stocks of private corpo¬
rations. Their shares generally
return a much more liberal in¬
come than do bank deposits or

corporate and government bonds.
As new investors become better

acquainted with the advantages of
mutual funds, their enlightened
self-interest will lead them to put
increasing portions of their sav¬

ings therein.
The table below showing the

growth in the net assets and num¬

ber of shareholders of mutual
funds since 1940 is not only im¬
pressive, but indicative of their
rapid increase in popularity:—

(Dec. 31st of Each Year)
Total Net No. of

Year Assets Shareholders
*1949 $1,755,160,000 840,000
1948__ 1,505.762,000 722,118
1947— 1,409,165,000 672,543
1946- 1,311,108,000 580,221
1945— 1,284,185,000 497,875
1944— 882,191,000 421,675
1943— 653,653,000 341,435

, 1942— 486,850,000 312,609
1941— 401,611,000 293,251
1940— 447,959,000 296,056
'"Estimated as of Sept. 30, 1949.

It is obvious that, with a con¬
tinuation of such a rate of growth,
these mutual investment compa¬
nies can well become directly or

indirectly the one most important
source of equity capital in future
years. They can become ultimate¬
ly just as important reservoirs of
equity capital as insurance com¬

panies and banks now are for
Government and corporate debt.
It is not suggested that the mutual
investment companies will fur¬
nish venture capital in any sub¬
stantial amount to untried and

unseasoned enterprises, but that
by broadening the base of public
ownership of equity securities and
increasing generally the size of
the market for such securities, a

highly constructive purpose will
be served with immeasurable
benefit to both our industries and
investors therein.

Although these investment com¬
panies do not now take up all
their rights to subscribe to addi¬
tional stock of seasoned compa¬
nies whose securities they hold,
the amounts they do take up are

becoming increasingly important
to industry and can become a

leading factor in this respect as
the investment company industry
continues its growth from year to
year. Equity securities of per¬
haps 500 or more business corpo¬

rations are now held in sizable
amounts by ther ''open-end" in¬
vestment companies. This number
increases steadily with the growth
and "seasoning" of other corpora¬
tions. By providing a greatly
increased number of investors
with a s+rong backlog of diversi¬
fied and supervised equity invest¬
ments, this process places these
individuals in a safer position to
employ some definite portion of
their funds directly in venture
risks. In the past, too many new
and inexperienced investors in
common stocks, acting individu¬
ally without adequate counsel,
have been discouraged by disas¬
trous results from their first

equity purchases. However, if
they begin with mutual com¬

pany shares, they have available
constant guidance and expert su¬

pervision from the start and

gradually gain confidence , in
equities and become experienced
and satisfied investors whose sav¬

ings might otherwise be lost to
industry. .. >>> ■ • • .;• . ••

Conclusion

Since the great bulk of the sav¬

ings of the country now are, and
in the future are likely to con¬

tinue to be,: concentrated in
groups with incomes of $10,000 or

less, it is obvious that the smaller
income-earners must be educated

to the advantages of the mutual
companies, if the country is to be
assured of adequate balance be¬
tween the large sums of both
creditor and equity capital con¬

stantly needed to maintain and
improve its productive equip¬
ment without recourse to Gov¬
ernment intervention and event¬

ual nationalization of our major
industries. Ong of the chief de¬
fects in our present society is the
relatively small percentage of the
total population, and particularly
the voters of the country, who
have a direct interest through
ownership of corporate stocks or

bonds, particularly the former, in
the preservation of our system of
private enterprise conducted
largely through the corporate
form of organization. - '
While strictly accurate figures

are not available, it is probably
safe to say that less than 10 mil¬
lion persons in a nation with close
to 150 million in population today
have any ownership or stock in¬
terest in any corporate enterprise.
In fact, it has been estimated that
less than 10% of our voting popu¬

lation has any such interest.
On the other hand, it would be

highly unwise to encourage wide¬
spread investment directly in
equity or even in creditor in¬
vestments of corporate enterprise
on the part of the inexperienced
investors through the media and
methods available to them in
years past. The development of
the mutual investment industry
under Federal legislation and
regulation has radically changed
the situation which prevailed even
10 years ago. Today, the en¬

lightened self-interest ol cor¬
porate enterprises and all .who
believe in a free society requires
that American industry and busi¬
ness be owned widely by the
rank and file of the men and
women who, with incomes of $5,-
000 or less, earn 80% of the na¬
tional income each year, and also
constitute the vast majority of
the electorate which will deter¬
mine in the final analysis whether
this country shall succumb to
State Socialism in some form. The

greatest insurance against Social¬
ism or Communism lies in having
every income-earner a part-
owner in our system of private
corporate enterprise on a safe and
sound basis; that is, with scientific
diversification and professional
supervision. This constructive as¬
surance can be attained safely
only through the mutual invest¬
ment companies.
Those groups which have

benefited most from the redis¬
tribution of wealth over the last
20 years, especially the industrial
worker and £he farmer, should

be prepared to take over the in¬
vestment responsibilities of our
former group of capitalists, which-
they have so largely replaced.
They should learn how to employe
to their advantage a reasonable-
portion of their savings in owner¬

ship of American industrial
enterprises through prudent
purchases of common stocks. To
permit all of their savings to flow
into creditor instruments through
investing solely in bonds, savings*
banks, and insurance will most

certainly ultimately wreck the-
economic system which has given
them their present prosperity.
Furthermore, every worker in

industry has just as vital an in¬
terest in helping to provide equity
capital for the tools of produc¬
tion which make possible hi&
ever higher standards of life as*

do corporate management ancF
present corporate investors. In¬
dividually, each worker's con¬
tribution may seem small, bur
collectively they can become
mighty. Certainly, a substantial
portion of his contributions to
union funds could properly,
safely, and profitably be invested
by his union in mutual invest¬
ment companies. ;
The typical farm today is a

capitalistic business enterprise*,
owning its own land, its plant*
and the machinery by which it is*
operated. Every farm family
perhaps realizes that it has been
America's large mass production*
corporations that have been able
to give to them,; at prices theyr
can afford, their labor saving
household appliances, their
radios, their telephones and elec¬
tricity, their automobiles, their
gasoline and oil, their tractors
and farm machinery, their fer¬
tilizers and: all the instruments*
that have made farming a more

pleasant and profitable enter¬
prise. Why, then, should not the
farmer, too, invest a good portion
of his savings in the stocks of
the companies whose merchandise
he so highly prizes? The MutuaX
Funds —- real investment "coop¬
eratives" — provide the most
prudent vehicle by which he can
do so.

With the progress of Mutual
Funds so closely interwined with,
the economic good of all of our
citizens, the Congress of the*
United States and the State legis¬
latures should be diligent in re¬

moving any and all obstacles
Which might impede the ready-
distribution of Mutua 1 Fund
shares to the American people or
make technically difficult the
great task of educating the na¬
tion's millions of inexperienced-
investors as to the most prudent
methods of employing a portion of-
their capital and savings in the
ownership and development of
American industry. ;

David Schachter Opens
David Schachter is engaging in.

a securities busmess from office®
at 408 East Tenth Street, New-
York City.; j v.;. •

Robert M. Tanney in NYC
Robert M. Tanney is engaging?

in a securities business from of¬

fices at. 140 Cedar Street, New
York City. '

With Baker, Simonds & Co.,
(Special to The Financial Chronicle)

DETROIT, MICH.—William B.
Hibbard is now connected wftht.
Baker, Simonds & Co., Bulifc
Building, members of the Detroit
Stock Exchange.

— t

With Hornblower & Weeks.
(Soecial to The Financial Chronicle)

DETROIT, MICH.—DeHull N,
Travis is associated with Horn-
blower & Weeks, Penobscot;
Building.

G. H. Walker Adds
(Special to The Financial Chronicle)

HARTFORD, CONN—-Joseph X.
Fanelli i<= with G. H. Walker .&

Co., 50 State Street.
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Revise Charter ol United Nations!
(Continued from first page)

because no one can exaggerate the
tremendous horror and destruc¬
tion of a third world war. In the
second world war three hundred
thousand of your young men were
killed. Hundreds of thousands
more were maimed for life. But,
that would be nothing to the de¬
struction of life and property
which could be caused by atomic
warfare. The leaders of nations
have been too much inclined to
regard war as merely a political
weapon to accomplish ends which
they desire for their nation. But
war today is a calamity for the
victor. To my mind an adminis¬
tration which involves us in war
has demonstrated the failure of
its diplomacy.
^ Of course these two great goals
of liberty and peace have become
much more difficult to obtain to¬
day under modern conditions.
Any war throughout the world
may be extended until the entire
world is in flames. Distances are
so much shorter that our liberty
is threatened by the existence of
a great military force almost any¬
where in the world. The occupa¬
tion of Western Europe by
Russia, for instance, would cer¬
tainly be a serious threat to the
security of this country, as it
would not have been before the
age of air warfare. We, there¬
fore, are forced to take far more
interest than we did formerly in
the prevention -of disputes and
also in the elimination of condi¬
tions which may lead to war.
Nevertheless, we cannot hope to
affect very materially the eco¬
nomic conditions in countries like
China and India and we certainly
should not press an intervention,
even a friendly intervention, into
the internal affairs of other coun¬
tries to a point which would in¬
volve us in unnecessary disputes.

Necessity of International
Organization

The condition of the world to¬

day, therefore, emphasizes the
tremendous necessity of interna¬
tional organization to maintain
peace. I was always in favor of
the League of Nations and the
general principles of the League
to Enforce Peace which was advo¬
cated by my father before Ver¬
sailles. I feel very strongly that
such an organization must be
based on a covenant between
"independent nations under which
they agree to a definite law gov¬
erning their actions, particularly
with regard to aggression against
other nations. I ;believe they
should bind themselves to go to
war with any nation found to be
an aggressor by an impartial
international tribunal interpreting
the law to which all nations have
agreed. I do not believe the or¬
ganization can be' successful
unless the public opinion of the
world believe in justice so

strongly that it would back up
the decision of the Court and

throw the whole weight of organ¬
ized humanity against the nation
which undertakes aggression. I
;WOuld favor an international force
Uo act promptly on the temporary
[or permanent orders of the Inter-
Jnational Court pending the mobi¬
lization of national forces,

f I have never believed in a
"World State" with legislative
powers similar to those of our

-Congress. It seems to me that
such a state would obviously
destroy the liberties of our people.
We would have a small percen¬

tage of the total voting power and
would be helpless to prevent the
passage of laws interfering with
our internal affairs, taxing our
substance and destroying the re¬
sults of our economic development
in this country, for the supposed

: benefit of millions unable to re¬
gain the benefits or a system they
have never learned to understand.

£ have never seen how we could
-combine with nations which do

not even understand how Amer¬
icans begin to think and who have
an entirely different approach to
problems of freedom and the
totalitarian state.

United Nations Founded on Power
and Expediency

When the United Nations was

proposed I supported it and voted
ior it although it only carries out,
in part, the ideals which I believe
should govern an international
organization. It seems to me it
was founded primarily on power
and expediency rather than on
justice. The men who wrote the
first draft at Dumbarton Oaks
were apparently ignorant of
American ideals and principles.
There was no mention whatever
of justice and the International
Court was a kind of a fifth wheel
having little to do with the opera¬
tion of the United Nations.
Through Senator Vandenberg's
efforts justice was established as
one of the purposes of the organi¬
zation at San < Francisco. But a

careful reading of the Charter
today still leaves one with the
impression that the Security
Council, dominated by the large
powers, has to make its decision
on the basis of policy, power and
expediency rather than justice.
They must adopt those policies
and initiate those military actions
which they deem necessary to
promote "the peace and security
of the world."

As long as we have an organi-
bation based on such principles
it is difficult indeed to argue that
we should surrender the power of
veto because there is no principle
Of action to guide the Security
Council and we would be subject
ourselves to the policy decisions
of other nations. In theory, for
instance, if they felt that the de¬
struction of Poland would promote
peace and security because it has
always been the center of con¬
tention, they could "act without
regard to the question of justice
to the Polish people. I would be
quite willing to surrender the
power of veto if the action taken
is the action of an impartial tri¬
bunal administering the law to
which we had agreed.

In fact, it seems to me that the
very basis for international peace
must be the willingness of all the
great nations to accept and abide
by the decision of a court even if
they do not like that decision. In
1910, my father negotiated treaties
with England and France, agree¬

ing to submit to arbitration all
disputes which could be consid¬
ered justiciable and to submit also
to an impartial tribunal the ques¬
tion whether an issue was jus¬
ticiable or not. It is unfortunate
that those treaties were rejected
by the Senate becaues the estab¬
lishment of such a principle is
absolutely essential, to my mind,
to the success of any international
organization.
I voted for the United Nations,

however, and I believe we should
work with it and support it and
try to improve it. It has afforded
an "international Town Meeting"
where all issues are freely dis¬
cussed and their consequences

considered. In spite of the epi¬
thets and vociferous denuncia¬
tions I think it is better to have
these matters brought out in the
open than it is to have them fester
until they break out in a sudden
and uncontrollable war. Our ef¬
forts should be to improve the
present Charter. That is probably
impossible so long as Russia main¬
tains her present attitude, al¬
though certainly some effort
could be made. The difficulty is
that Russia appears to deny the
possibility of justice. Communism
does not recognize the existence
of an impartial tribunal.

Build Within UN—Without Russia

If Russia proves intractible I
do not quite see why we cannot
build within the United Nations,

under the Regional Agreement
clause, a smaller international
organization carrying out all the
ideals I have discussed. One of
my real regrets about the Atlantic
Pact was tnat no effort was made
to work out such a plan which
might later spread to cover the
entire world. Instead, we entered

only into a military alliance which
is both offensive and defensive in
character. \ ^ <

I believe the time has come, or

is rapidly approaching, when we
could call for a convention to re¬

vise the Charter of the United
Nations. If Russia declines or

blocks the adoption of a satisfac¬
tory amendment then, perhaps,
we can revise the Atlantic Pact
and the Rio Treaty to set up some

organizations closer to the ideals
of justice and peace.

Up to this time I have been dis¬
cussing theories and I quite real¬
ize that actual conditions in the
world today dominate the day-to¬
day policies which we must adopt.
We do face today in the Russian
power and the aggressive tone of
communism a threat to the peace

of the world. We reached that
point, I believe, by the failure of
our foreign policy from the days
of Teheran on. Mr. Harry Hop¬
kins 1 and the other men who
dominated the foreign policy of
the United States believed for
some reason that communism was

a kind of democratic government
and that it had very much the
same ideals of peace and liberty
held by the American people. The
State Department seems to have
felt that if we gave Russia every¬

thing she asked to avoid any dif¬
ference of opinion, they would
ultimately cooperate with us in
establishing free government and
liberty throughout the world.
That view was reached, I think,
by a strange inability on the part
of men brought up in the Amer¬
ican tradition to understand the
true character of American lib¬
erty, both individual and eco¬
nomic. Henry Wallace seemed to
think that communism was just
another form of democracy—per¬

haps a little better than our own
form.: Never has there been such
a complete blindness on the part
of men in such important govern¬
ment positions. We see now that
communism denies every basis of
the American system. There, is
no liberty in Russia. There is no
equality, for the Communist
Party enjoys all the privileges
although only a small proportion
of the population. There is no
justice, for it does not admit that
there is such a thing as impartial¬
ity. It denies religion and God
itself.

Our Mistakes at Yalta

Yet, our agreements made at
Yalta set Russia up in a nominat¬
ing position in Central Europe and
in effect established a zone of
influence which she has turned
into an iron curtain. Our troops
could :have occupied Berlin and
they could have occupied Czecho¬
slovakia; but, because of the
agreements made at Yalta we
withdrew beyond the line agreed
to. Russia, from her position in
Berlin, Prague and Vienna dom¬
inates Central Europe, shuts us
off from Poland, the Balkans and
the Baltic countries and threatens
the security of Western Europe.
Not only that, but we gave Rus¬

sia a position in Manchuria
similar to that of Japan although
we have always protested bitterly
against that Japanese occupation
and made it largely the basis for
war. We put the Russians in a

position where they could arm the
Chinese communists which has
resulted in sprending communism
throughout all Asia and threaten¬
ing Indonesia and the Philippines
and Japan itself if we withdrew.
There has never been a more

fatal or costly policy in the his¬
tory of this country. Because of

it today we are spending more
tnan $i5 billion Ja year on our
armed forces and another $7 bil¬
lion on aid to foreign countries.
More than half of our Federal
budget is devoted to a cold war
against the communists whom we
encouraged and supported.
These mistakes, however, have

been made .and we can only deal
with the situation as we find it
today. The Administration was
finally converted to an anti-
communist position in Europe
largely through the influence of
Senator Vandenberg and Senator
Dulles. But, for some unaccount¬
able reason, they -continued to
encourage communism iti China
until it was completely'.success¬
ful.

I have supported most of the
moves undertaken in Europe
whenever I felt that they were
effective and well designed. I
supported military aid to Qreece
and Turkey because it seemed to
me that these were two points at
which Russian military infiltra¬
tion was possible and perhaps im¬
mediate. ,

I also approved the general
purpose of the ECA economic aid
to European countries disorganized
bv war and within the easy reach
of Russian influence and propa¬

ganda^; so that these countries
rriigtft recover more rapidly. I
felt "that we could supply certain
things which would enable them
to accomplish in three or four
years what through their -own
efforts 'they could only accom¬
plish in 10 years. I felt that our
aid could create a condition in
which the spread of communism
would find less fertile soil.
I believe that this policy has

proved successful particularly - in
France and Italy and some of the
smaller countries. V Whether it
was necessary in Great Britain
has always seemed more doubtful
to me, because I do not believe
the British face any serious
danger in the . spread of com¬
munism. I have supported the
policy although I think some of
the expenditures are unnecessary
and not related directly to the real
reason for the policy.
The Congress this year cut off

about half a billion dollars of the
sums requested .because they
agreed with my position that the
whole amount was unnecessary
for the purpose. I do feel the
program should be gradually cut
down and ended in 1952. Paul
Hoffman agrees. I do not think
it has an economic justification.
In the first place it threatens a
serious effect on our own econ¬
omy. It has built up an export
trade which cannot possibly be
maintained. The amounts given
away for nothing represent a con¬
siderable part of the labor and
resources of the American people
which cannot continue indefi¬
nitely. Personally I do not think
we can stand a heavier taxation
than we now have and still hope
to maintain the economic progress
and dynamic expansion necessary
for full employment. Incidentally
if we do not succeed in main¬
taining that, we cannot ever hope
to raise the taxes which we are
collecting today. There is a prac¬
tical limit to the taxation which
can be imposed without suppres¬
sing the spirit and the power of
a free economy. : v ~ - .

In the second place I do not
believe that permanent economic
aid would solve the problems of
countries like Great Britain. -It
is now four years since the war
ended and there is no evidence
that Great Britain faces any dif¬
ferent problem today than she
will face five years from today.
No nation can expect to exist
permanently on the bounty of an¬
other nation and the sooner she
is forced to make the drastic eco¬
nomic revisions that are necessary

the better it will be for her own
people.

Doubts Point IV Program

I have also a good deal of doubt
about the so-called Point Four

program of economic assistance. I.
nave always felt we might well
promote industrial development In
some countries with profit to the
people concerned and to ourselves.
I approved the lending of money
to Brazil to help establish an iron-
ore and steel industry which
would produce a Brazilian pur¬
chasing power tending to increase
our exports to Brazil rather than,
decrease them. But, the policy
must be limited to practical propo-
sals and to a total amount within
our means. We should certainly-,
insist on guarantee against con¬
fiscation, and we cannot afford an
unlimited guaranty .aof the >con-.
vertibility of currencies. Such a
guaranty is merely another form
of loan to the countries concerned
with no assurance of repayment.;
*. I opposed the military assistance ♦
program because it seemed to me
that it would tend to promote war
with Russia rather than to pre¬
vent it, while it would draw more
funds from this country, increase
our deficit and promote inflation.
On the other hand I am clearly in
favor of a declaration by the
United States, in the nature of the
Monroe Doctrine, that if Russia
attacks Western Europe she will
find herself at war with us. That,
I think, would be a reai deterrent
to Russia. i As Mr. Churchill said,!
it is our air force with its power

to deliver atomic bombs which
has been the most effective deter¬
rent up to this time. If we arm
all of Western Europe, and Russia
sees herself ringed about gradu¬
ally by so-called defensive arms
from Norway on the north to Tur¬
key and Iran on the south she
may decide that the arming-of
Western Europe, regardless of its-
present purpose, will lead to .at¬
tack on Russia. However unrea¬

sonable this view may be Russia
may well decide that if war is the
probable ultimate result it had
better occur now rather than after
the arming of Europe is complete.
It will take four or five years to
.accomplish That purpose, and in
the meantime most of these coun¬

tries are open to Russian attack!
- Unquestionably the arms pro¬

gram will force the Russians into
an acceleration of their own arms

program. That means an arma-r
ment race which in the past has
seldom failed to produce war. • /

Reason for Opposition to Atlantic
Pact f

I voted against the Atlantic
Pact only because the nations
which signed it did so with the
understanding that they would re-r
ceive- arms and*so it was part of
the Armament Program. Except
ior that I would have voted for
the Pact because of the importance
of deterring war, although I do
not like its terms binding us for
20 years to go to the 'assistance
of any nation that is attacked by
anyone, without international or
judicial action or consideration of
the causes which might have led
to the attack. -

• With the arms obligation I
think the Atlantic Pact is com-r

pletely inconsistent with the whdle
spirit of the United Nations Char¬
ier. I do not think that Article 51

contemplated any collective self
defense .under which, before an
attack occurs, one great nation
undertakes to arm half the world

against the other half.- / 'Vv;;,!
The program actually carried

out so Jar is mors or less fnef^
fective and, I think, a waste of
money. It would take $30 billion
to arm Western Europe—not $1
billion. The trickle ol arms which

goes to Europe may well reach the
hands of communist governments
or may be seized by Russia. We
could hardly expect the smaller
countries to stand up against Rus¬
sian threats particularly if she has
the atomic bomb and the arms we

send abroad may well be used
finally against our own armies. -

I do not believe that the arming
of other nations has ever tended

to produce peace. On the other
hand, probably no doctrine has
been as successful in maintaining

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



Volume 170 -Number 4852 —- THE COMMERCIAL & .FINANCIAL CHRONICLE (1791) 43

: * iu-
J*v;. t .**,
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in one way or another; such subsidies having been paid under a

large number of enactments from the National Exchequer to the
local authorities—the net cost to the * Exchequer having grown to
£66 million, as budgeted for the current fiscal year.
•l" * After the First World War controls were kept on existing houses,
new hoiises being freed. (A rent increase of 40% being granted on
old houses.): At the outbreak of the Second World War-in Septem¬
ber, 1939, all rents were frozen.' This was applied to old houses
only, but the distinction was largely academic until 1946 because of
the cessation of building during the war.

->•-> Now housing accommodations are being administered under a
new Act passed earlier this year, which freezes all properties—
both old and new—subject to certain prescribed procedures.
-

. Under the present legal setup, everything built, since 1939 is
fixed with a rental set by local tribunals, who are broadly charged
to fix rents to take care of capital charges, the cost of repairs and
management, and the national and local subsidies. They have full
discretion in charging a full economic rent to those persons able to
pay it and a particularly low rent to others who would otherwise
be unable to have a house. The pririciple is a pooling off the sub¬
sidies with complete flexibility in fixing the rents. In practice the
local rent tribunals.-have; complete and autocratic discretion, with
the basis Of what landlords' income is deemed proper or other modi¬
fied rule hot being stated. Membership thereori is by appointment
b(y the Health Minister, mostly from the Apolitical boys." .. , s

-j-'V* The finished homes belong to the Local Authorities for rental
purposes. V-Ai'.W;/•'.'-r
;v/•/The Subsidy in Operation
A; . Actually-—the rentals don't cover, the interest charges on the
Housing Authorities' borrowings—they are covered by the local taxes;
so actually the rents really ,contain the subsidies through leasing
by. the locaL authorities at less than their cost.: As to who gets the
subsidies—the Local Authority decides who is to get the houses—
this is done on purely physical tests, as to number of children, not
financial needs. /The rents being Uniform—Lord Nuffield atid a
pauper would get the same rental. The result is that the subsidizihg

; devoted to^ .uhecohumic;'Merits,
people irrespective of whether they need them or not.

Hamstringing Through Licensing

: \ The keynote of "the home building situation—and to its present
troubles—is a licensing system to which every builder is subjected
for every individual unit which it is desired to build. Not only is
this licensing machinery extremely strict and cumbersome, but it is
hamstrung by the ideological principle as laid down by Minister of
Health Aneuran Bevan, that there shall be only one privately-built
house to every four built b,y the government—a doctrine personally
pronounced and without substantiation but rigidly adhered to right
down the line. 1 , / I , - - *1 ' ,. " ,

A:1 The licensing system has caused troubles of various kinds.; In
the first place, there is the slowness of the authorities, through
bureaucratic tangles in issuing licenses, and again when passing on
necessary changes in the materials to be used. Public building is
much slower than private building is of ever - was—the current
differential now being an average of 12 months against 8 months.

, A One-Way Deal

. Another Socialist obstacle to private operations is the com¬

paratively new regulation called the "Development Charge." This
operates as follows: a builder decides to construct a block of flats
where obsolete houses stood before. While the land is worth only
£10,000 now, it is calculated by the government that the act of
developing the improvement will raise its value to £25,000. But
instead of the developer receiving this profit—or having a chance
to—he has to pay this £15,000 of possible profit immediately, in
advance, to the Central authorities as a levy. Surely a "heads-you-
win-tails-I-lose" proposition.

Private developments are obstructed also by the fact that licenses
are not given for runs of units in the same area.

Private Building Now Paralyzed r

As a result of all the restrictions, operations by private con¬
tractors for their own account have practically ceased. The private
building of HOUSES is stopped by the difficulties of licensing, and
the private building of FLATS is prevented by rent restriction, plus
the licensing.

Costs have gone way up under the government's program, even
before devaluation, In the 10-year period ending in 1949 building
costs under the government rose by 340% against one of 250% in
the private field. The Report of the Girdwood Committee, an official
Parliamentary body, concluded that transferring the administration
to public authorities was responsible for a rise of 45% in man-hours
to build a house, with an average extra cost of £150 per unit, or
a total extra burden to the government of £72 million annually.
: These extra costs are now being further boosted by the increased
import prices of timber occurring since devaluation, v
'

: Factory Construction Also Stuck
In factory building also there is a great shortage, because of

the subsidized competitive homebuilding as well as the bureaucratic
blocks in the securing of permits. The granting of permits is done
tinder the aegis of the Board of Trade which acts on every new

application—even for mere enlargement of a yard—after consultation
with the Ministries of Labor, of Supply, and of Town-and-Country
Planning. - ' *

The new, changbs in policy made under duress, in conjunction
with repercussions from devaluation, will only further muddle the
already muddled housing situation—surely a key situation in the
Labor Government's great planning effort!

Reports Strike Impact on Business
(Continued from page 12)

but it is probable such stocks are
not plentiful.

Inventories

Industrial inventories of pur¬

chased materials continued to

drop, although the largest num¬
ber reported increases since June,
1948. The causes of the increases
fall into two classes: (1) build-up
in anticipation of coal and steel
strikes; (2) receipts of materials
purchased for higher production
schedules than are now in effect.

Selling of ovfer&tocks is not un¬
usual. Purchasing Agents are

paying particular attention to
open commitments to hold deliv¬
eries in balance with supplies
which may become critical be¬
cause of work stoppages.

- Buying Policy

As for several months past, the
prevailing range of forward buy¬
ing policy is under 90 days, The
slight movement into the top side
of this, bracket appears - to be
halted. Buyerk are placing or¬
ders for steel and aluminum with
indefinite lead time, in order to
have a favorable position on pro¬
ducers' allotment schedules when
production of these strike-bound
materials is ffestimed. In line with
the cautious inventory policy,
Purchasing Agents are carefully
screening new requisitions in or¬
der to avoid unbalanced inven¬
tories—too much of the easy-to-
get items, with too little of the
materials which are becoming
more critical daily.

V'r-,Employment '
The rate of employment in¬

crease slowed down perceptibly
in October. Pay roll reductions
are back to the August level.
Lower production schedules are
cutting work time. Continuation
of the major strikes will mean
more layoffs and further reduc¬
tion of working time. Increased

efficiency and productivity per
man hour are often mentioned in

me reports this mourn, indirect
labor layoffs are reported higher
than usual when compared to di¬
rect labor.

„ Much more interest in
holding onto a job is evidenced in
the reports.

Specific Commodity Changes

Lead, zinc, antimony and tin,
all down, headed the limited
price change list this month. '
Others 1-ecofded down: Arsenic,

caustic soda, cement, cotton
waste, batteries, poultry, pork,
canned fruits, scrap iron, rhen-r'
thol, mercury, manila rope, vege¬
table oils, shellac, starch, soda
ash, tallow.
V' Up were: Burlap, cement, flour,
sugar, beef, coal, fuel oil, coke,
hides and leather, Douglas fir,
eastern pine veneers, propane,

silver, textiles.
Harder to get: Aluminum, brick,

cement, coal, coke, coppef scrap,

nails, pipe, steel.

Canada

In Canada, business is reported
holding up better than in the
United States, but the trend is
down. The production decline is
lower and slower than in U. S.

Order books are static, with a

tendency to go lower. Commodity
prices advanced again in much
higher *atio than in the States,
largely due to the higher cost of
imports from the United States
caused by currency devaluation.
Inventory position is increasing
as protection against anticipated
price -increases. Employment is
off. Buying policy is slightly
longer than in the United States.
Canadian manufacturing indus¬
tries are caught between price in¬
creases for United States mate¬
rials and competition of finished
gbods, from currency devalued
countries. >

peace as .the lyjonroe Doctrine,
that was a unilateral declqfatiori
which did not contain the slight¬
est suggestion of arms for any
Latin American country. I would
favor a Monroe Doctrine applied
to Western Europe. . ,

- * Not an Isolationist ' ' /;/•'
: I have noticed some recent ar¬
ticles accusing me of Isolationism
and Jt is hard for me to under¬
stand how anyone who favors a
real United Nations and a Monroe

Doctrine forWestern Europe couid
be attacked

. on that basis.; Ap¬
parently those who make' the
Charge feel that anyoneftvho varies
from the pattern established by
our State Departments to be cast
into outer darkness. State Depart¬
ment policy to them has become
& {j&rty line and they jump back
and forth just as quickly as did
the communists when Stalin fa¬
vored or. opposed Hitler. This is
all the mofe remarkable when we
cbhsider.; the fatal mistakes ; of

policy made at Yalta andBHSdam
and in. China by that same;State
Department., tThe militAiy- ,assist¬
ance program--in my opinion, is
absolutely, contrary to our policy
of joining and> supporting the
Uriited . Nations/'atid -;.y^we are
asked to support bland
ignoring /of logic;/ 'The)brand of
isolationism alsoappeared/to be
imposed on anyone- who ventures
to suggest that our aid tp^Great
Britain should be less than that
decreed by the State»Department
Itihder pressure/irobii dhOiBritish:
Government.^ .">#v/zT'l"f-S'/ '/,■%
I do not wish- to -imply . that I

-consider,: a war with Russia in¬
evitable or even likely. I am in¬
clined to the opposite point of
view. Perhaps the wish is father
bo the thought, but certainly the
Russians have shown no sign of
impending military aggression.; In
four years they have not moved
[beyond the -liiie of occupation
given them in substance at Yalta.
'Our army officers with .whom I
have talked and the leaders of

European nations do not think a
RtiSsian military attack likely par¬

ticularly so long as we maintain
ftft extremely powerful air force
•able to deliver the atomic bomb.

I think the Russians depend far
more on the spread of communism
in which they have a fanatical
confidence. I think they expect
communism to conquer the world
through propaganda and infiltra¬
tion and the automatic Collapse
of capitalism for which they hope.
That I consider our real battie.
That is why I supported the ECA
and the "Voice of America." But
there would be' little sense in

spending $5 billion a year on ECA
if we thought the Russians were

going to begin a military attack
tomorrow; and wipe out all the
benefits created by the sacrifice
of American taxpayers. If we want
to meet the ideology of com¬

munism we must keep this coun¬

try strong. We cannot adopt the
deadening policy of socialism or
statism or impose tremendous
; taxes which destroy the very ma -

"chinery which produces the taxes
necessary to fight communism.
We cannot win by. apologizing for
a free system. \ ./ /' ■

, * From the time of the adoption
'of the Constitution we have spread
the doctrine of liberty throughout
the world until it was accepted as

"the sound theory of government
even in countries where the fact
did not eidst. We can do it again
if we convince ourselves that lib¬

erty, rather than totalitarian gov¬
ernment, is the cause of our suc¬

cess and the solution of the

problems of the people. If we can

convince ourselves, we can combat
communism throughout the world

with the gospel of liberty. We
have all the logical arguments,
arid all the results to point 'to.

Liberty alone > cam bring to :the
!world. a peace based on . Justice,
-and lessen the hardship and suf¬

fering of countless millions. J

• • *. * * i *
v : First Michigan Adds

, (Special to The Financial Chronicle)

DETROIT, MlCHj — Albert B.
Skalsey has been kdded to the
staff of First of Michigan Corp.,
Buhl Building.

Joins Wahler, White Staff
*

(Special to The Financial Chronicle)

KANSAS CITY, MO.—Roland
C. Lambkin has been added to
the staff of Wahler, White & Co.,
Dwight Building.

Survey Giles Small
Number of Stockhldrs.
Federal Reserve Board points out
risk, lack of financial knowledge,
and general indifference has led
to only about 8% of families in
the United States owning com¬

mon or preferred shares of cor¬

porations, compared with 77%
who hold life insurance.

The Federal Reserve Board has
released Part VI of its 1948 Sur¬
vey of Consumer Finances, made
in cooperation with the Survey
Research Center of the University
of Michigan. This section deals
with the ownership by individuals
and families of automobiles, and
bonds, and other nonliquid assets.
According to the report:
"As compared with other forms

of investment, such as homes and
other real estate, life insurance,
and U. S. Government securities,
a relatively small number of con¬
sumer units have any of their re¬
sources invested in the common
and preferred stock of corpora¬
tions. Early in 1949 approxi¬
mately 4 million spending units,
about 8% of all units, owned some
stock in so-called 'open' corpora¬
tions (open to investment by the
general public). A small propor¬
tion of the units in this group also
owned shares of so-called 'pri¬
vately held' corporations (com¬
panies not open to investment by
the public). In addition, roughly
a half million consumer units
owned only stock of privately
held corporations. In all, about
4.5 million consumer spending
units owned corporate stock early
in 1949, including both privately
held companies and those open to
investment by the public.
"Frequently, more than one

person in a spending unit owns |
some stock. On the basis of pre- 1

vious surveys, it may be stated
that on the average roughly one
and one-third individuals own

stock in each consumer unit that

reports holding stock. Therefore,
it can be estimated that as of the
early part of 1949 about 6 million
individuals in 4.5 million spending
units owned some corporate stock.
As has been stated in reporting
the findings of earlier surveys,
this should be considered a rough
estimate. It is probably a mini¬
mum estimate inasmuch as stock
ownershio is largely concentrated
in a small proportion of the popu¬

lation, particularly in high income
grouos, and also because residents
of hotels and other transients
were omitted from the survey.

"Information was a^so obtained
on ownership of the bonds of cor¬
porations and State, local, and
foreign governments. Fewer units
(about 1% of all spending units)
held this type of asset than any
of the other nonliquid assets cov¬

ered by the survey."

ixsTf
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Securities Now in Registration
American Bosch Corp. (11/10)

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 Natural Gas Co. (11/23)
Oct. 28 filed 304,485 shares (no par) common stock. Of¬
fering—to be offered to present stockholders of record
Itfov. 23 at the rate of one new share for each 10 held.
^Underwriter—Competitive bidding. Probable bidders:
The First Boston Corp.; Blyth & Co., Inc.; Lehman r

13r6thers; Glore, Forgan & Co. and W. C. Langley &
Co. (jointly). Proceeds—To invest in common stocks
of two subsidiaries, Michigan Consolidated Gas Co. and
IVTilwaukee Gas Light Co. Bids expected to be received
USTov. 23.

Associated Telephone Co.f Ltd. (11/15)
•Oct. 18 filed $9,000,000 of Series F first mortgage bonds,
due 1979. Underwriter—To be decided under competi¬
tive bidding. Probable bidders: Halsey, Stuart & Co. "
Inc., Paine, Webber, Jackson & Curtis; White, Weld &
Co., Kidder, Peabody & Co. and Shuman, Agnew & Co.
(jointly). Proceeds—Construction program. Bids ex¬
pected about Nov. 15. /

Atlantic Can Co., Delaware, N. i. ,

Oct. 24 (letter of notification) 25,000 shares of common
astock (par $1). Underwriter—Pulis, Dowling & Co.,
ttew York. Price—$3 per share. Retire bank loans, etc.

Bader (C. L.) Co., Inc., Fort Smith, Ark.
Oct. 26 (letter of notification) 1,000 shares of common
Etoek. Price, $25 each. No underwriter. To expand plant
jand business. .; //

Barclay Oil Co., Inc., Mt. Carmel, III. (11/15) /
Oct. 13 (letter of notification) 2,000 shares of non-con¬
vertible ($100 par) value preferred stock and 6,000
shares ($1 par) common stock. To be offered in units
of one share of preferred and two of common stock at
.$102 a unit. Underwriter—Sterling, Grace & Co., New «
York. To acquire oil leases and drill wells.

Black Hills Power & Light Co. (11/15)
Oct. 25 filed 33,730 shares ($1 par) cfommon stock. Offer¬
ing—To be offered to common stockholders of record}
.about Nov. 15 at the rate of one new.share for each five
field. Rights expire Nov. 19. Underwriter—Dillon, Read
& Co., N. Y. Proceeds—For construction./.., J;/1.,/
^ Brinnell Co., Granby, Conn.
.Oct. 20 (letter of notification) '2,000 shares ($25 par)
.common stock. Price pax-. No underwriter. For working
•.capital. : ■. /;///v.-.,////■>/,■

Canam Mining Corp., Ltd., Vancouver, B. C.
Aug. 29 filed 1,000,000 shares of no par value common
crtock. 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.

Carolina Telephone & Telegraph Co., Tarboro,
North Carolina

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.
• Central Hudson Gas & Electric Corp.. '/ •/•? v •/"
Oct. 26 filed $6,000,000 10-year convertible debentures,
due 1949. Underwriter—To be named by amendment,
along with price and underwriting terms. Proceeds—
To pay $5,300,000 of notes, reimburse treasury for con¬
struction expenses, and for general corporate purposes.

Central Maine Power Co. (11/7)
Oct. 5 filed $5,000,000 first and general mortgage bonds,
due 1979. Underwriter—To be decided by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.-
Ooffin & 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.; Union Se¬
curities Corp. and W. C. Langley & Co. (jointly). Bids
—Bids for purchase of the bonds will be received by
company at its office, 443 Congress Street, Portland, Me.,
up to 11 a.m. (EST) Nov. 7.

Central Maine Power Co. (11/7)
-Sf200,548 shares ($10 par) common stock and
.10,000 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

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

each 10 common shares held and one new common for
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
bidding. Probable bidders: Preferred—Salomon Bros. &
Hutzler; Harriman Ripley & Co.; Union Securities Corp.
and W. C. Langley & Co. (jointly); 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—Bids for purchase of the stocks will be received
by company at its office, 443 Congress Street, Portland,
Me., in the case of the common stock up to noon, and in
the case of the preferred stock, up to 11:30 a.m. (EST)
Nov. 7.

Central & South West Corp. (11/4) /
Oct. 13 filed 725,567 shares ($5 par) common stock. Of-
l'ering—To be offered common stockholders of record
Nov. 2 at rate of one share for each 10 held. Rights will
expire Nov. 18. Underw riters—Blyth & Co., Inc., Smith,
Barney & Co. and Harriman Ripley & Co. Nov. 2 sub¬
mitted the best proposal for underwriting the offering,
naming a subscription price of $12,875 per share less
underwriting compensation of 32 cents a share. Proceeds
—To buy additional common stock in two subsidiaries
as a means of helping them with construction programs.

• CitizensTelephone Co., Decatur, Ind.
Oct. 21 (letter of notification) $250,000 of 4Vfe% pre¬
ferred stock. Price/$100 each. No underwriter. For
plant and property additions to convert to automatic dial
operation. Office: 240 W. Monroe Street, Decatur, Ind.
• Clinton Foods, Inc., St. Louis, Mo. (11/16)/-
Oct. 28 filed 50,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters— Men-ill Lynch, Pierce/
Fenner & Beane and Newhard, Cook & Co. Proceeds,—
To pay loans and accounts payable to RFC, Agriculture
and Treasury Departments and for working - capital.
Business—Corn products manufacturer. ,

,5 • ,,

• Colorado Credit Life, Inc., Boulder, Colo. .

Oct. 21 (letter of notification) 10,000 shares ($1 par)
common stock. Price, $2 each. No underwriter. To es¬
tablish legal resei*ve and surplus balances. Office: 1336
Pearl Street, Boulder, Colo. - , . . *

Colorado Oil & Gas Co., Alamosa, Colo.
Aug. 30 (letter of notification) 250,000 shares ($1 par)
common stock, of which 200,000 will be sold for com¬

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 capital. Expected late in November.
• Commonweal Broadcasting Co., Inc., Denver^
/ Colorado

Oct. 126 (letter of notification) 4,900 shares ($10 par)
common stock. Price—$10 each. No underwriter. To
build a standard radio broadcasting station.
•

v Connecticut Light & Power Co., Hartford, Conn.
Nov. 2 filed $10,000,000 series "L" first and refunding
mortgage bonds, due 1984, and 100,000 shares of pre¬
ferred stock (no par). Underwriters—Putnam & Co.,
Chas. W. Scranton & Co. and Estabrook & Co. Proceeds
—For construction. f

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 Gas Electric Lt. & Pr. Co. of Bait.
Oct. 28 filed $12,000,000 of series T first refunding mort¬
gage sinking fund bonds, 2%%, due 1976, and $44,6*60,000
of series U 2%% first refunding mortgage sinking fund
bonds, due 1981. Offering—To be offered in exchange
for series Q 2%%, due 1976, and series R 2%%, due
1931, first refunding mortgage sinking fund bonds. Un¬
derwriters—The First Boston Corp. and Harriman Rip¬
ley & Co., Inc. Proceeds—This is an exchange offer.
• Derby Gas & Electric Corp. (11/4)
Nov. 28 (letter of notification) not less than 14,238 and
net more than 16,162 shares (no par)/ the aggregate
price to the public not to exceed $300,000. Price, market
($13.50-$21). Underwriter—Name by amendment. Re¬
tirement of $295,000 short-term loans. Offering not
sooner than Nov. 4. -v//;;/./:•?;•;?;•.//

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.
• Eastern Harness Racing Club, Inc., Steubenvilte,

Ohio
Oct. 27 filed 1,000,000 shares (5c par) common stock.
Price, $1 each. Underwriter—Tellier & Co., New York.
Proceeds—To purchase, improve and operate the Fort
Steuben Raceway.
• Enterprise Petroleum, Inc., Salt Lake City, Utah
Oct. 24 (letter of notification) $150,000 of one-year
promissory notes and 600,000 shares of common stock.
To be sold in $1 units with four shares of stock which

accompany each note. No underwriter. To deepen and
t ' - ' t . i ' t* 4 '' < " if ' v V'l.-.X .* . *.«

test a well in Sublette County, Wyo. Office: 218 Felt
Building, Salt Lake City, Utah. d , ■ ./■ , ■ ; ,

• Florida Power Corp., St. Petersburg, Fla.
Nov. 2 Hied 242,000 shares ($7.50 par) common stock-
Offering—To be offered to present stockholders at the
rate of one new share for each five held. Underwriters—

Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fen¬
ner & Beane. Proceeds—For construction. /

• Forest Lawn Co., Glendale, Calif.
Oct. 28 (letter of :notification) $295,000 3% series E
debentures, due 1969. To be sold to Forest Lawn Memo- -

rial Park Association, Inc. No underwriter. For capital
improvements and investments.

• Franklin Custodian Funds, Inc., New York
Nov. 1 filed 200.000 shares of Common Stock Series, 50,-
000 shares of Utilities Series, 100,000 shares of Bond Se¬
ries, 100,000 shares of Preferred Stock Series and 50,000
shares of Income Series. Underwriter—Franklin Distrib¬

utors, Inc., New York. ;

• Freeman Chemical Corp., Saukville, Wis.
Oct. 26 (letter of notification) 500 shai-es of common

stock. Price—$100 each. No underwriter. For working
capital. v;?/■' •" '.'•/,/ .? * /'/V'' '/ / :

Gulf Atlantic Transportation Co., Jacksonville,
Florida •/./'""

May 31 filed 620,000 shares of class A participating ($1
par) stock and 270,000 shares (25c par) common stock.
Offering—135,000 shares of common will be offered for
subscription by holders on the basis of one-for-two at
25 cents per share. Underwriters—Names by amendment*
and may include John J. Bergen & Co. and A. M. Kidder
& Co. Underwriters will buy the remaining 135,009
shares plus unsubscribed shares of the new common.

Offering price of class A $5. Proceeds—To complete
an ocean feri-y, to finance dock and terminal facilities,
to pay current obligations, and to provide working
capital. : '-/'^J / / ,•///•. :.V":■•//:;- ■

• Gulf States Utilities Co. (11-23) <

Oct. 27 filed $10,000,000 of first mortgage bonds,? due
1979. Underwriter—Competitive bidding/ Probable bid¬
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz¬
ler; Lehman Brothers; Merrill Lynch/Pierce, Fenner &
Beane; Stone & Webster Securities Corp.; Kidder, Pea¬
body & Co. and White, Weld & Co. (jointly); The First
Boston Corp. Proceeds—To repay $6,500,000 of short-
term notes and finance 1949 construction requirements.
Bids—Bids will be received up to 3 p.m. (EST) Nov. 23
at office of Central Hanover Bank & Trust Co., Room A7
70 Broadway, New York. - •'

v v/. '■ '■/. ■/."/ T ■

• Haley Canning Co., Hillsboro, Ore.
Oct. 10 (letter of notification) $100,000 of preferred
stock and $23,908 of common stock. To be offered at $19
each for the preferred and $12.59 each for the common.
No underwriter. For additional working capital. Office;
P. O. Box 200, Hillsboro, Ore.

Hawaiian Electric Co., Ltd.,-Honolulu ? -- ---
June 21 filed 150,000 shares of series E cumulative ($30
par) preferred and 50,000 shares of ($20 par) common.
Offering—Preferred will be offered to preferred holders
at l-for-3 rate and common will be offered to common

stockholders at l-for-9 rate. Underwriters—Dillon, Read
& Co. Inc. and Dean Witter & Co. will buy unsubscribed
preferred; unsubscribed common will be sold either at
public auction or to the underwriters. Proceeds—To pay
off short-term promissory notes and to carry merchan¬
dise inventories and receivables or to replenish treasury
funds. The balance would be used for other corporate
purposes or construction. Indefinite.
• Helio Corp., Boston, Mass.
Oct. 24 (letter of notification) 9,000 shai-es ($1. par)
non-cumulative preferred stock and 9,000 shares ($1 par)
common stock. To be sold in units of one preferred and
one common share for $25 a unit.- No underwriter. To
develop prototype of a four-passengei*, single-engine
"Helioplane."
• Idaho Maryland Mines Corp., San Francisco, Cal.
Oct. 20 (letter of notification) 10,000 shares of common
stock. To be sold at $2.25 each by Erroi MacBoyle, San
Francisco. Underwriter—E. F. Hutton & Co., San Fran¬
cisco. ■/■'; . • , ' : ■

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.
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NEW ISSUE CALENDAR
November 4, 1949

Central & South West Corp._ Common
Derby Gas & Electric Corp.—— .-Common
Kentucky Utilities Co..7- Common

November 7, 1949
Central Maine Power Co., 11 a.m. (EST)—.Bonds
Central Maine Power Co. ,

11:30 a.m. (EST)—. —Preferred
Central Maine Power Co. 7 " ;

Noon. (EST) — — ...Common

November 9, 1949
Detroit Edison Co... —Common
Resort Airlines, Inc._____ , Common
Wabash RR., noon (EST) ...Equip. Trust Ctfs.

November 10, 1949
American Bosch Corp Debentures

November 15, 1949
Associated Telephone Co. Ltd..— Bonds
Barclay Oil Co. Inc.....— ..Stocks
Black Hills Power & Light Co.__ .Common
Madison Gas & Electric Co.—...Bonds, Common
Missouri Power & Light Co. .Bonds, Preferred
Pennsylvania Electric Co..^.—..Bonds, Preferred

November 16, 1949
Clinton Foods, Inc.__i_-i.-____.—: .Preferred
New England Electric System —..—Common
St. Louis-San Francisco Ry._._..Equip. Trust Ctfs.

November 21, 1949
Northern States Power Co ...Common
Southern Colorado Power Co Common

November 23, 1949
American Natural Gas Co ..Common
Gulf States Utilities Co., 3 p.m. (EST) Bonds

November 29, 1949
Southern Co.

r Common
December 5, 1949 V

Steiner Paper Corp Capital Stock

41 Iowa Power & Light Co., Des Moines, Iowa * -
Oct. 31 riled $7,500,000 of first mortgage bonds, due 1979.
Underwriter—Competitive bidding. Bidders may in¬
clude Kidder, Peabody & Co.; Lehman Brothers; Blyth
& Co., Inc.; W. C. Langley & Co.; Union Securities Corp.
.-and Glore, Forgan & Co. (jointly); The First Boston
Corp.; Smith, Barney & Co.; Halsey, Stuart & Co. Inc.
Proceeds—To pay off $1,500,000 of 2V$%. promissory
.notes, for construction, and to reimburse the treasury
for construction expenditures.

J. & R. Chemical Co., Inc., JeffersonviHe, Ind.
-Oct. 24 (letter of notification) 6,250 shares ($1 par) com¬
mon stock and 14,500 shares of 5% cumulative non-

participating preferred stock, ($20 par). No underwriter.
'To buy and install equipment and machinery, construct
improvements and buy inventory.

Keller Motors Corp., Huntsville, Ala.
May 10 filed 5,000,000 shares (30 par) common. Under¬
writer—Greenfield, Lax & Co., Inc., New York. Price—
:$1 per share. Proceeds — To purchase additional plant
facilities, tools, dies, jigs, etc.; the balance for working
-capital. Statement effective Oct. 3 and amendment to
registration statement effective Oct. 31. ; Expected later
this month. ,.v7.' V: 7^77
v Kentucky Utilities Co., Lexington, Ky. (11/4)
Oct. 4 filed 165,500 shares ($10 par) common stock and
: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
foe underwritten. Underwriter—Issue awarded Nov. 2 to
A. G. Becker & Co., Inc. on bid of $101.75, less under¬
writing compensation of $2.25 a share. Proceeds—For
•construction. * ^

-• Louisville (Ky.) Gas & Electric Co. -

Hov. 2 filed $41,000,000 first mortgage bonds, due 1979.
Underwriter—Competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Lehman Brothers and Blyth
& Co., Inc. (jointly); The First Boston Corp. Proceeds—
'To redeem outstanding bonds; buy Louisville Transmis¬
sion Corp.; prepay bonds of a predecessor, Louisville
Lighting Co., and for general purposes.

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)
jnon-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.

Madison (Wis.) Gas & Electric Co. (11/15)
Oct. 20 filed $3,000,000 first 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.;
The First Boston Corp.; Kidder, Peabody & Co.;
Equitable Securities Corp.; Smith, Barney & Co. and
Robert W. Baird Co. (jointly); Merrill Lynch, Pierce,
Fenner & Beane; The Milwaukee Co.; Harris, Hall &
'Co. (Inc.) and Drexel & Co. (jointly); Harriman Rip¬
ley & Co.; Central Republic Co.; Kuhn, Loeb & Co.
and W. C. Langley & Co. (jointly); Wood, Struthers
& Co. Offering—Stock is to be offered to present stock¬
holders at the rate of one new share for each five held
cat $22 a share. Proceeds—To retire $2,800,000 of prom¬
issory notes and for expansion of facilities. Bids ex¬

pected Nov. 15.

* . Mankato (Minn.) Citizens Telephone '
Oct. 17 (letter of notification) 1,600 shares (no par)
common stock. To be sold to stockholders at $47 each.
No underwriter. To buy new switchboard and make ex¬
pansions to phone system.

• Middle South Utilities, Inc., New York
Oct. 28 filed 686,295 shares (no par) common stock. Of¬
fering—Electric Bond & Share Co.'will offer 656,295
shares to its own stockholders of record Nov. 9 at rate
of one share for each eight held, and at $12 a share.
The offering period is scheduled for Nov. 21 to Dec. 8.
Bond and Snare plans to distribute 150,010 shares to its
stockholders as a dividend, of which 30,000 will be sold to
take care of fractional stockholders. Underwriter—None.
Proceeds—E. B. & S. will use the proceeds to retire bank
loans.

• Miners Coal Co., Madisonville, Ky.
Oct. 28 (letter of notification) $300,000 of income deben¬
ture bonds. Price, par. No underwriter. To install, de¬
velop and operate a coal mine leased from the Newcoal
Corp.

Minnesota 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.

Missouri Power & Light Co. (11/15)
Oct. 14 filed $2,000,000 of first mortgage bonds, due 1979,
and 20.000 shares of cumulative preferred stock ($100
par).v Underwriters—Competitive bidding. For bonds:
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Equit¬
able Securities Corp.; White, Weld & Co. and Shields
& Co. (jointly); Otis & Co.; Carl M. Loeb, Rhoades & Co.
and American Securities Corp. (jointly); Harriman Rip¬
ley & Co.: The First Boston Corp.; Glore, Forgan & Co.
and Hornblower & Wells (jointly). For preferred: Har¬
riman Ripley & Co.; Carl M. Loeb, Rhoades & Co. and
American Securities Corp. (jointly); White, Weld & Co.
and Shields & Co. (jointly); Glore, Forgan & Co. and
Hornblower & Weeks (jointly); Salomon Bros. & Hutzler.
Proceeds—To retire unsecured promissory notes and re¬
imburse treasury for construction purposes. Bids ex¬
pected Nov. 15.

New England Electric System, Boston (11/16)
Oct. 14 filed 669,508 shares ($1 par) common stock.

; Offering—To be offered to stockholders of record Nov. 16
at the rate of one new share for each 10 held. Under¬
writer—To be decided under competitive bidding. Prob¬
able bidders for common include Merrill Lynch, Pierce,
Fenner & Beane; Kidder, Peabody & Co. and White,
Weld & Co. (jointly); Harriman Ripley & Co. and Gold¬
man, Sachs & Co. (jointly); Blyth & Co.,) Inc. and
Lehman Brothers (jointly). Proceeds—For additional;
investment in the common stock of subsidiary companies
so that the subsidiaries can finance construction*pro¬
grams. Bids expected Nov. 17.

New Jersey Power & Light Co. V.:;;77;
June 9 filed 20,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters—Names to be determined
through competitive bidding. Probable bidders: Kidde>,
Peabody & Co.; Smith, Barney & Co.; W. C. Langley &
Co.; Lehman Brothers. Proceeds—Will be applied to the
payment of the cost of, or in reimbursement of payments
made for, construction of additions and betterments sub-
/ sequent to April 30, 1949. Sale deferred until later this
year. ^•7- . ' .7.-7. 77. /; 7 •

Northern Ohio Telphone Co., Bellevue, Ohio
Sept. 23 filed 13,575 shares 4%:% cumulative preferred
stock ($100 par). Underwriters—Lawrence Cook & Co.
and Cunningham & Co., Cleveland. Price, par. Pro¬
ceeds—To reimburse company for funds spent to buy
22.574 shares of common capital stock of Star Telephone
Co., Ashland, Ohio. • 77;.7V

Northern States Power Co. (Minn.) j (11/21)
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. Bids expected Nov. 21.

6 Ocean Downs Racing Ass'n, Inc., Berlin, Md.
Oct. 27 filed 53,372 shares (50c par) common stock. Un¬
derwriter—Nohe. Price —$2 a share. Offering—To be
offered stockholders at the rate of four new shares for
each five held. Proceeds—To pay obligations and for
working capital. " :

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 and Blyth & Co., Inc.

, • Paden City (W. Va.) Glass Co. and Paden City
Glass Manufacturing Co.

Oct. 27 (letter of notification) $50,000 convertible notes,
to be sold to 11 stockholders; $350,000 of promissory
notes, to be issued to creditors. No underwriter. For
plant repairs, working capital, and to pay creditors.

Pennsylvania Electric Co. (11/15)
Oct. 6 filed $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); Harrimam
Ripley & Co. For bonds; Halsey, Stuart & Co. Inc.; Har-
lTm^n 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 whicLt
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 admiiw
istration expenses and drilling. Statement effective
June 27. .y.> ■ (■

_ '^
• Progressive Fire Insurance Co., Atlanta, Ga.
Oct. 28 (letter of notification) 10,000 shares of capital
stock. To be offered present stockholders at rate of one
new share for each four held and at $27.50 a share,
with any remaining shares to be offered to the publirc
at $30 each. No underwriter. To increase the company'sr
surplus. Office, 107 Cone Street, Atlanta, Ga.
• Resort Airlines, Inc. (11/9)
Oct. 31 (letter of notification) 59,000 shares ($1 par>
common stock, to be offered in behalf of company. Un¬
derwriter—Marx & Co., New York. Price—$5 per share.
To be used for equipment and additional working capi¬
tal in connection with the company's air cruise service.
• Seder Plastics Corp.
Oct. 26 (letter of notification) 100,000 shares ($1 par>
preferred stock. Price, par. Underwriter—David LowelJt
Terry; Denver. For working capital and for inventories-

Smith, Inc., Fargo, N. D.
Oct. 12 (letter of notification) 2,000 shares of 6% cumiir-
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.r
Fergus Falls, Minn. To retire bank loans.
• " Southern Co.* Wilmington, Del. (11/29)
Oct. 28 filed 1,500,000 shares ($5 par) common stocks
Underwriter—Competitive bidding. Probable bidders:
Morgan Stanley & Co., Kidder, Peabody & Co. and Mer¬
rill Lynch, Pierce, Fenner & Beane (jointly); Blyth &
Co., Inc.; Lehman Brothers; Harriman Ripley & Co7
Union Securities Corp. and Equitable Securities Corpt
(jointly). Proceeds—Additional common stock invest¬
ments in subsidiary operating companies. Bids expectedt
Nov. 29. 7-/\77 7,V ' 7.7';

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—Boettchei*
& Co. and Bosworth, Sullvan & Co., Denver, and Hutch¬
inson & Co., Pueblo, Colo. Proceeds—To repay bank:
loans and for construction. Tentatively expected Nov. 21.-
• Stewart-Warner Corp., Chicago.
Oct. 21 (letter of notification) 2,000 shares ($5 par>
common stock. To be offered to employees at market
price under a "Stock Pool Plan." No underwriter. Not;
to be sold for a profit. ; / r

, ' vi'fc
• Storrs-lnternational Chemical & Refining Co.
Oct. 27 (letter of notification) 300.000 shares (250 par)
common stock. Price, $1 each. No underwriter, otheir •

than company officers. To develop a commercial coat
treatment plant. Office, 409 Felt Building,: Salt Lake-.
City, Utah. ; 7

Sudore Gold Mines Ltd., Toronto, Canada
June 7 filed 375,000 shares of common stock. Price—fX
per share (U. S. funds). Underwriting—None. Proceeds
—Funds will be applied to the purchase of equipment,
road construction, exploration and development. 7
• Sutherland Paper Co., Kalamazoo, Mich.
Nov. 1 filed 34,400 shares of cumulative preferred stock
($100 par) convertible into common stock prior to 196(k
Underwriter—Harris, Hall & Co. (Inc.), Chicago. Offer¬
ing—Stock is to be offered to common stockholders at
the rate of one share for each 10 held. Proceeds—To
move and rebuild a paperboard machine, for additional
manufacturing and warehouse space, for a new boiler
and for working capital.

• - Terhar's Pa-Go Stores, Inc., Ketchikan, Alaska*
Oct. 19 (letter of notification) 1,800 shares of commor*
stock and 800 shares of preferred stock. Price—$25 per
share. Underwriter—Earl C. Chandler, Ketchikan. To
build a new store and build up inventory. '

,

Union Oil Co. (Calif.)
Oct. 17 filed 600,000 shares ($25 par) comhion 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.

United 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 com<-

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 Middle*
West Corp. will sell 120,000 shares and 34,000 shares, re¬
spectively. * '

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.

(Continued on page 46)
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(Continued from page 45)

Prospective Offerings
Butterfield (W. S.) Theatres, Inc.

The Paramount Pictures Inc. invites offers for the pur¬
chase of the following stock which it now owns: 37,500
shares of class B stock of W. S. Butterfield Theatres,
Inc., and 6.940 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.
• Denver & Rio Grande Western RR.
Company has applied to ICC for authority to sell $1,000,-
000 first mortgage series A 3s-4s, due 1993, at not less
than 85 and interest from July 1, 1949. Bonds were pre¬
viously issued and are now held in its treasury.v. Pro¬
ceeds would be used to reimburse treasury for funds
used in redeeming 81,500,000 Denver & Salt Lake Ry.
1st 4s series A, due 1950, on Jan. 1, 1949.
• Dow Chemical Co.
Oct. 25 directors approved the sale of 175,000 shares Qi
common stock, of which 70,000 shares wiH be reserved
for sale to employees and 105,000 shares will be offered
stockholders of record Dec. 20 on a l-for-50 basis, at
$44.50 per share. Traditional underwriter, Smith, Barney
& Co. " '77; ' " ;■/. • •• . ■■ ■ ;
• Food Fair Stores, Inc.
Dec. 30 stockholders will vote on a proposal to raise
the authorized indebtedness from $5,000,000 to $13,000,-
000. If proposal is approved company is expected to
i^sue and sell $8,000,000 debentures. The increase ia de¬
signed to retire $2,700,000 3)4% outstanding debentures
and • tp finance expansion of company's supermarket
chain. Probable underwriter: Eastman, Dillon & Co.

• Iowa Public Service Co.
Oct. 26 announced that corporation plans to issue and
sell early in 1950 $5,000,000 of preferred stock, the net
proceeds to pay for construction costs, etc. h

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 in its $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. Probable 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.

North Butte Mining Co.
On Nov. 7 stockholders will also vote on granting the
management authority to mortgage any or all of the
property of the company for not less than $1,000,000,
nor more than $3,000,000.

Stock unsubscribed for by stockholders under stock
purchase warrants which company plans to issue, will
be publicly offered at a price not below $1 per share.
Stockholders are to receive rights to purchase two new

shares for each share held at par. '

• Northern Natural Gas Co.
Oct. 25 company proposes to finance its expansion pro¬
gram (estimated to cost $51,840,000) through the sale
of debentures, bank loans and possibly py the issuance
of some additional common stock, v ,

Rochester Gas & Electric Corp. .

Oct. 26 reported corporation plans to issue approximately
119,300 additional common shares early in December 1
through rights to present common shareholders on the1
basis 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.,v.
Lehman Brothers; Wertheim & Co. and MerrilJ Lynch,
Pierce, Fenner & Beane, 'and four Rochester firms, viz.;
George D. B. Bonbright & Co.; Sage, Rutty & Co., Inc.j
Erickson, Perkins & Co. and Little & Hepkins, Inc.
• St. Louis-San Francisco Ry. (11/16) ; ;

Bids for the purchase of $4,080,000 equipment trust cer¬
tificates, due annually 1-15 yeaps, will be received up
to Nov. 16. Probable bidders: Halsey, Stuart & Co. Inc.;
Salomon Bros. & Hutzler; Harris, Hall & 'Co. (Inc.);
Harriman Ripley & Co. and Lehman Brothers, (jointly);

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

• J 949 to 1953. The balance of the funds needed will be

pbtained from .internal sources, including depreciation
reserves. .

^ .• '■
U Southern California Edison Co. 7V/7; j.'
Oct. 26 rumored that company may possibly refund its
$30,000,000 3)4% bonds of 1964. Probable bidders: Thq
First Boston Corp.; Blyth & Co.; Shields &

| Steiner Paper Corp. (12/5) ' / ,w77;7;' ;V"' $'
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 stoc^
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 oi
.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.m*

{EST) Dec. 5. . ... - ;
• Wabash RR. (U/9) |

.. Company will, receive bids up to noon Nov.. 9 for'the
purchase from. it of $3,465,0QQ equipment trust certifi-t
icates, series B, to be. dated Sept. 1, 1949, and to mature
$231,000 annually Mai:cb J, 1950-1964'. Probable bidders)
Halsey, Stuart & Cc, Inc.; Salomon Bros. & Hutzler;
Harris, Hall & Co, (Inc.); Harriman Ripley & Co. and
Lehman Brothers (jointly). > \

■-P■': Western...Marylaptf Ry7"7S7;W7;00-^:00: j
iEvS. Williams, President, states that company will decide

• M .near future whether to refinance the first mortgage
4s, due Oct. 1, 1,952 ($44,902,000 outstanding) or await

'piaturity. Company Intends* to: create" a new -mortgage
\pn entire properties which would be much stronger
than the mortgage securing the 1st 4s and there would
be about $45,000,000 of additional property and equip-?
.pient added to the security for the new mortgage. Mor¬
gan Stanley & Co. and Alex Brown & Sens are reported
..to be helping thet company' in"ait effort to develop , aq
Acceptable plan.- u->VX#^; f,

:/)■;;V Wisconsin Central Airlines
i Oct. 20 reported company may do some financing for the
purpose of expanding its present routes with larger,
planes. Probable underwriter: Loewi &

Business and Govemment Must

Compromise

'JO

, " .:7 !;' (Continued
dollar it spends. Deficit spending
in times of prosperity is unneces¬
sary and inexcusable. However,
an increased public debt result¬
ing from carefully conceived and
executed capital expenditures
thaf will carry their charges,
either in revenue or in clearly
apparent service value will not
ruin the country. In the modern
economy,, such expenditures may
contribute significantly to the
maintenance of prosperity; es¬

pecially so if and when we are
able to reduce our outlays for
defense.

IV

Turning to government's con¬
tribution— the chief way it can

encourage business is to stop dis¬
couraging business. As is well
known, government is now ham¬
pering business in three direc¬
tions: by taxation, regulation, and
competition.

High overall taxation rates are
now inevitable. But the higher
the tptal, the more important it
becomes to avoid punitive and
self-defeating taxation. In many

areas—including the top brackets
of income tax—a lower rate is

likely to produce more revenue
than a higher one. Congress
should follow the counsel of dis¬

interested experts in choosing a
tax structure which will—as Col¬
bert prescribed — take off the
most feathers from the goose with
the least amount of squawks—and
the least threat to its capacity
to lpy golden eggs.

VI

Against Government Competition
Government competition: with

business is unfair and destructive.
There should be the strongest
possiMe presumption against such
competition. Before the govern¬
ment embarks directly upon any

business operation now conducted
by free enterprise—e.g., in the
fipid of steam power plants or

housing—the need for such action
in.

from page 15) . . .

must be demonstrated beyond
reasonable doubt, apd every ef¬
fort should have been exhausted
to achieve the required results
by assisting private enterprise.

0^000 VII :
Regulation' of business should

follow the principle that an es¬
tablished business practice is in¬
nocent unless proved to be guilty
beyond a reasonable doubt. The
trouble with business regulation
today is not unsound statutes on
the books, but rather the admin¬
istration of their laws and their
judicial interpretations along in¬
creasingly far-fetched and re¬
pressive lines. (Witness the ab¬
surd confusion following the Su¬
preme .Court's basing-point de¬
cision, and the spectacle of "new-
dealer" Justice Douglas dissenting
from the decision outlawing the
S. O. of Cal. agency agreements—
on the grounds that such inter¬
ference by the court will result
in increasing monopoly instead of
curbing it.)

- VIII

Dual Humbleness Needed

Finally, both business and gov¬
ernment should be humble enough
to recognize that neither has yet
found a dependable way to keep
the business cycle within toler¬
able bounds, nor have they been
able to jpin with, labor in work¬
ing out sound and acceptable
principles for the prevention of
disruptive strikes. To maintain
our free-enterprise system in the
world of today, it is essential that
government, business and labor
engage in a continuing joint ef¬
fort to splye these two overshad¬
owing problems, There is need
here not only for good-will and
unflagging h determination, but
aisp for the transfer of, a large
measure of qyr American ."inge¬
nuity and resourcefulness from
the mechanical fields in which it
has been so successful into the
arena of social and economic

thinking.

Patrick O'Malley Joins
Saunders, Stiver & Co.
(Special to The Financial Chronicle)

CLEVELAND, OHIO — Patrick
A. O'Malley has become associ¬
ated with Saunders, Stiver & Co.,
Terminal Tower, members of the
Cleveland Stock Exchange. Mr.
O'Malley formerly was with Fran¬
cis I. du Pont & Co., Wm. Robbins
& Co. and Hirsch & Co.

With; John B- Joyce Co.
(Special to The Financial Chronicle)

COLUMBUS, OHIO—Ralph Ef
Dunnington, Jr. has become af¬
flicted with John B. Joyce.& Cp.,
Huntington Bank Building.

TwoWith Waddell & Reed
(Special to The Financial Chronicle)

KANSAS CITY, MO.—Joe A.
Grand and Harry A. Siemers have
joined the staff of Waddell &
Reed, Inc., 1012 Baltimore Ave¬
nue. Mr. Siemers was previously
with King Merritt & Co. 77

Slayton Co. Adds
(Special to The Financial Chronicle)

ST. LOUIS, MO. — Floyd E.
Dixon, Sr., and Lewis A. Dixon
have become affiliated with Slay-
ton & Co., Inc., 408 Olive Street.

■

. ■ ..m.... . . i

With R. S. Hays & Co.
(Special to Thr Financial Chronicle) r

DURHAM, N. C.—W. C. Newton
has been added to the staff of
R. S. HaySv & Co., Inc., Ill Cor¬
coran Street. ; w : > • s

7 — •• PP" J gvi
Quincy Cass Adds '7;:77

(Special to The Financial Chronicle) - ^

;
; LOS ANGELE S, CALIF.—
James E. Tucker has been added
to the staff of Quincy Cass As¬
sociates, 523 West Sixth Street,
members of the Los Angeles
Stock Exchange. - . . . V- i

• -*—— J I! i.. ■ v -

With Edgerton Wykoff
(Special to FiNAiffW, Chuqnicle)

LOS ANQELES, CALIF —Meda
Snitzbarth is * with Edgerton,
Wykoff & Co., 618 South Spring
Street, members of the Los An¬

geles Stock Exchange. : r

Together Can Achieve Prosperity
^ ,, (Continued from page 7-

oped areas in matters like-agri- is needed tp formulate and'iyqrls
culture, health and education.
Fourth: The : coordination of

business with government policy
in foreing affairs. In the field of
foreign affairs, it is little rec¬
ognized, for instance, that the
multi-billion dollar investments
of our oil companies, as they did
in the Near East for a time; could
militate against the settled for¬
eign policy of the United States
to establish peace there and the
independence ol Israel. , ' ^
Fifth: The coordination of gov¬

ernment policy with business pol¬
icy in the field of domestic tax¬
ation and economic policy. It is
essential that, taxes do not kill-
incentive in business, but at the
samp time that the tax structure
does; not Encourage -}■ incentive
which may prove wasteful to our
resources. - -

Need $300 Billion National
. ^: J Income .

We are in need of a new tech¬

nique for enablingi: business and
government td get together to
maintain prosperity. We need the
technique also to increase na~;
tional income to the $300,000,-
000,000 level; as- this ,is> essential
tp support our annual budgets of
$40 to $45 pillion,, which are
needed to carry our domestic re¬
sponsibility to give our t people
adequate "government1 services,
and our -foreign - affairs,; respon¬
sibility incident to our position
of world leadership for the main¬
tenance: of peace and security.
TheEmployment Act of ,1946
under which the ;President's
Council of -.Economic Advisors
operates is completely inadequate
for it covers only the field of govr
ernment action and government
action represents about 20% of
the national expendable income,
A similar mechanism must be ex¬
tended to coordinate - both the
governmental and the " private
fields • of expenditure, production
and distribution. For this purpose;
a Federal Economic Commission

for the achievement of economy
■goals for our economy by consul-
; tation and agreement, (but with¬
out compulsion. ■■ :'t;v;■7
The commission should, how¬

ever, have the power to approve
contracts in industry and busi¬
ness which will be conducive to

the achievement of the economie
goals which it establishes, and to
permit -the negotiation ? and per¬
formance of such contracts under
the anti-trust laws. Typical of
sueh agreements would be the
standardization of goods, opera¬
tions and marketing ; practices
with a view toward lowering
prices to the consumer and im¬
proving quality, stabilization of
employment on a year-round
basis, establishment of conserva-?

tion practices for ♦ natural'
sources ape] priority allocation
and inventory control of such
commodities. The primary pur¬
pose for the establishment of such
a commission would be to mar¬
shal the organic power of the pri¬
vate 'economy : to generate U
stable prosperity with the par¬
ticipation of government tp the
extent needed to make thaf pos¬
sible'but without. government
control;; •• vr7-'*""" V-

With A. Ahmadjian Cjq. I
(Special to The Financial Chronicle)

; WHITINSYILLE, MASS:~Ah
bert K. jamgochian is now
A/ Ahmadjian & Co., 70 Church
Street.J

_ ; ,7' v-\.. .7-"7:

Joins Dean Witter Staff ^
(Speclal to The Financial CifRONIcqfi); ,**'

r LOS ANGELES, CALIF.—
D. Boyd is now connected with1
Dean Witter . ^ Co., 63? South
Spring Street. :

— 1 P»i. I r— :

With Wm. Van de Carr *
\v (Special tg- The Einancul Chronicle); 1.

BEVERLY HILLS, CALIF.—7
Leroy D. McGrath has become M-J
filiated with Wm. Van. de Carr.
8943 Wilshire Boulevard.
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The new investment market

dropped back into the doldrums
this week after its recent spurt
and it appeared likely that dull¬
ness would rule for at least a

spell ahead.

„ This time, however, the leth¬
argy engulfed the new equity
section of the market as well
as the fixed debt division. Sev¬
eral new stock issues were sold
to investment bankers, but the
latter did not find 'the market

quite as receptive as it had
been a fortnight or so back.

Curiously enough the seasoned
equity market gave evidence of
underlying strength which might
have been expected to induce a

great response to the offering of
the new securities. ; . -V

ft The week's major undertaking
involving $30,000,000 of new bonds
of the Port of New York Au¬

thority, brought out yesterday
moved in good style, pointed as
it was at institutional investors.

But elsewhere the market
was sluggish and appeared to
be awaiting more light on the
general industrial picture.
Through the last four weeks
with the steel and coal strikes ,

in full sway this phase of the
situation seemed to have little
if any noticeable retarding ef¬
fect.

J At the moment, however, with
jsigns pointing to an early adjust¬
ment of management-labor dif¬
ferences, it looks as though the
caution signals have been set, at
least so far as immediate new flo¬
tations are concerned.

Two Stock Deals Lag.

The week's two stock under¬
takings, both utilities and one a
preferred issue, encountered a
a relatively cool reception when
books were opened.

Union Electric Co. of Mo.'s
offering of 150,000 shares of
new $4 preferred stock, for
which the successful bankers

paid a price of 100.8399 and re-
offered at 102.56 to yield

3.90%, was reported moving, but
slowly.

Meanwhile another group re-

offering 300,000 shares of common
stock of Interstate Power Co.
priced at $8.25 a share encoun¬
tered much the same kind of re¬

sponse,,moving but slowly.

Chesapeake & Ohio Common

The Alleghany Corporation dis¬
posed of a block of 100,000 shares
of Chesapeake & Ohio common
stock via a secondary offering
after the close of the market yes¬
terday. The stock was distributed
by Blyth & Co. at a price of $27.75
per share.

All Sold Sign/
Finis was written this week to

one of the largest secondary dis¬
tributions ever undertaken in the
bank stock field when it was an¬

nounced that the last of the huge
block of 1,199,554 shares of Bank
of America NT&SA stock had
been placed.
The bankers who undertook

this immense task paid the seller,
Transamerica Corp., a total of $51,-

580,000, it being noted' that the
stock involved was the precise

number of shares which Trans¬

america had acquired since 1937

by exercise of its "rights" to new

shares. i

Further unravelling this enor¬

mous transaction, Transamerica

Hits Fixing Nal'l Income by Gov't Blueprint
Guaranty Trust-Co. of New York publication holds it is dangerous
foundation on which to build future. Points out practical difficulties

of economic blueprint.

According to: "The Guaranty Survey," monthly review of Guar¬
anty Trust Company of New York, the recent assertion by President
Truman that our national income can be raised from its present level
of more than $200 billion a-year to more than $300 billion is by no
means so sensational as it^may^
appear. A very moderate rate of
increase in productivity would be
sufficient to bring this --about.
What is questionable is jiot the
statement that the increase can

be achieved but the implication
that it should be made ^ national
goal under governmentafauspices
and responsibility; this "Is a dan¬
gerous foundation on -which to
build for the future, the publica¬
tion asserts. *)'
According to the "Guaranty

Survey": "The disquieting thing
about the President's statement of
his objective is that if fits in so

closely with what is described in
recent reports as a 'teri-year pro¬
gram,'sponsored by high-ranking
government economists, that
marks an advance^ into new

ground in the field of centralized
planning. ..This economic blue¬
print not only setsan official
objective ($350 billion) for total,
output but also for its distribu¬
tion. The minimum"'family ;in<-
come, as the President himself
mentions, is to riseTrom less than
$2,000 to $4,000. Farm income per

capita is to increase by one third.
Social-welfare • programs, includ¬
ing old-age pensions, unemploy¬
ment insurance, "health an,d ..dis¬
ability insurance, and aid to the
needy, are to bet^xpanded at an
additional cost of* $12 billion a

year. The cost of resource devel¬
opment, including soil conserva¬
tion, forest improvement, .river
developments, and atomic-energy
research and application, is placed
at $2 billion yearly.;-and an equal
amount is planned for the im4
provement of* public schools.
Housing is expected to absorb an
additional $6 billion annually; ~
"The remainder of the contem¬

plated increase in output, amount¬
ing to about one-fourth of the
total, would go to higher-income
families, business firms,. ..states
and cities for-highway improve¬
ment and development, and other
public construction. "Of the total
increase,, roughly half would go
to farmers and low-income famif

lies, a fourth,; to social-welfare
projects, and a fourth to business
firms, higher-income groups, and
public construction. "

Practical Considerations

"This is an alluring prospect,
but a few practical questions sug¬

gest themselves. How can-. the
planners be sure that a minimum
family income of; $4,000 and the
other specified distributive shares
will be found consistent with bal¬
anced wage-price relationships?
Is the one-third vincrease in farm
income per capita to be derived
from larger marketings,; from
higher prices, or* from govern-

stated that it had already used a
substantial part of ■ .the proceeds
from the current sale to liquidate
its debt to banks incurred pri¬
marily in connection with the
purchases of the stock/ V ,

HELP WANTED—MALE

SECURITIES T
SALESMEN

Long-established investment; firm,
members of the New York Stock

Exchange, have openings in their
upstate New York and New York
City offices for salesmen with
proven records. Firm: maintains an
unlisted trading department" and
will cooperate by furnishing ideas
and valuable leads. Please write to

arrange for ah interview. Members
of organization have been advised
of thi3 advertisement. Write Box

P-1027, "Commercial & Financial
Chronicle,'' 25 Park Place; New
York 8, N. Y.-SV ' . , . )

mental subsidies? If from larger
marketings, where is such an in¬
crease in the market to be found?
If from higher prices, how is the
nonagricultural worker to be pro¬
tected against a rise in his cost
of living? If from governmental
subsidies, what becomes of the
prospect for tax reduction? Is it
seriously supposed that govern¬

ment, in its role of umpire, can
determine what wage-price rela-!
tionships will be 'fair' and con¬
ducive to the needed balancAe-
tween industrial and personal de¬
mand, or that it can perform this
function without regard to the
proximity of the next election

Fallacy of Dollar Income Goal

"An income objective, stated in
terms of dollars, is a standing
temptation to resort to inflation¬
ary measures, because such meas¬
ures provide a sure and easy way
of reaching the goal. The key to
economic welfare is not dollar in¬
come but physical productivity,
and productivity is the result of
effort, ingenuity, and risk. These
will be put forth by workers,
managers, inventors, and investors
only in response to adequate eco¬
nomic incentives. Tax laws and

regulatory practices in recent
years have gone far toward weak¬

ening these incentives. Only gov¬
ernment can reverse the tendency.
Let government concentrate on
this problem, and income—real
income—will continue to increase
without income objectives or ten-
year plans."

Two With Day, Stoddard
(Special to The Financial Chronicle)

NEW HAVEN, CONN.—Peter
M. Kennedy and Arthur B.
Sweeney, Jr. are with Day, Stod¬
dard & Williams, Inc., 95 Elm
Street.

With Merrill* Lynch Co.
(Special to The Financial Chronicle)

STAMFORD, CONN. — Walter
S. Hoyt is with Merrill Lynch,
Pierce, Fenner & Beane, 80 West
Park Place.

With White, Weld & Co.
(Special to The Financial Chronicle)

CHICAGO, ILL. — Andrew D.
Buchan has become associated
with White, Weld & Co., 231 So. La
Salle Street. He was formerly
with the First Boston Corp.

With Boardman, Freeman
; (Special to The Financial Chronicle)

BOSTON, MASS. — Frank J.
Laughlin has become associated
with Boardman, Freeman & Co.,
Inc., 75 Federal Street. He was
formerly with F. L. Putnam & Co.
and W. H. Bell & Co.

DIVIDEND NOTICES

AMERICAN METER COMPANY
Incorporated

60 EAST 42ND STREET

New York, October 27, 1949.
A dividend of One Dollar

($1.00) per share lias been
declared on the Capital

Stock of the Company, pay¬

able December 15, 1949, to stockholders of
record at the close of business November 17, 1949.

JOHN VAN NORDEN, Secretary

m

American Standard
Radiator 5 artttary
Ifjaw JJorlt CORPORATION PiltiUrp

PREFERRED DIVIDEND
COMMON DIVIDEND

A quarterly dividend of $1.75 per share
on the Preferred Stock has been declared,
payable December 1,1949 to stockholders
of record at the close of business on No-;
vember 25, 1949.
A dividend of 25 cents per share and a;

special dividend of 25 cents per share on<
the Common Stock have been declared,,,
payable December 24, 1949 to stock-

'

holders of record at the close of business
on December 2, 1949.
^V/. ' JOHN E. KING

, Treasurer

'■--■ftr AMERICAN GAS
AMI ELECTRIC COMPANY

-II

Preferred Stock Dividend

A T}4f:regularquarter!ydividendofOne
I Dollar Eighteen and Three-quarter

Cents ($1.18%) per share for the quarter
ending DecemberTT, 1949? ort the 4%%
cumulative Preferred capital stock of the
Company, issued and outstanding in the
hands of the public, has been declared outr
of the surplus net earnings of the Company,
payable January 3,1950, to holders of such
Stock of record on the books of the Com¬
pany at the close of business December
2, 1949. _

Common Stock Dividend!

^ THE regular quarterly dividend of
I Seventy-five Cents (75c) per share

for the quarter ending December 31,1949,
on the Common capital stock of the Com¬
pany, issued and outstanding in the hands
of the public has been declared out of-the
surplus net earnings of the Company, pay¬
able December 15, 1949, to holders of
such stock of record on the books of the
Company at the close of business Novem¬
ber 16, 1949.

W. J. ROSE, Secretary.

November 2,1949. C

DIVIDEND NOTICES

Kidder, Peabody Adds
(Special to The Financial Chronicle)

BOSTON, MASS.—Harold E. B.
Speight has been added to the
staff of Kidder, Peabody & Co.,
115 Devonshire Street.

Harry L. Erickson Dead
Harry L. Erickson, Glore, For-

gan & Co., New York City, died
Oct. 29 in the offices of the firm.
He was fifty-five years of age.

DIVIDEND NOTICES

A semi-annual dividend of
65c per share on the Capital
Stock, par value $13.50 per
share, has been declared,
payable December 17, 1949,
to stockholders of record No¬
vember 23, 1949.

THE UNITED GAS IMPROVEMENT CO.
JOHNS HOPKINS, Treasurer

October 25, 1949 Philadelphia, Pa.

195th AND 196th CONSECUTIVE
CASH DIVIDENDS

A quarterly dividend of twenty cents
($0.20) a share and an extra dividend
of ten cents ($0.10) a share have been
declared upon the stock of
BURROUGHS ADDING MACHINE
COMPANY, payable Dec. 10, 1949, to
shareholders of record at the close of
business November 10, 1949.

Detroit, Michigan S. F. HALL,
October 27, 1949. Secretary

EATON MANUFACTURING COMPANY
Cleveland 10, Ohio

RjjjA DIVIDEND NO,. 102
The Board of Directors of
Eaton Manufacturing

Company has declared a dividend of
Fifty Cents ($0.50) per share on the
1,792,520 $2.00 par value common'
shares of the Company issued and out¬
standing, payable November 25,
1949, to shareholders of record at the
close of business, November 9, 1949.

Declared on H. C. STUESSY
October 28, 1949 Secretary

THE FLINTKOTE COMPANY

30 ROCKEFELLER

PLAZA /

NEW YORK 20,

N.Y.

A quarterly dividend of $1.00
per share has been declared on the
$4CumulativePreferredStock
payable December 15, 1949 to stock¬
holders of record at the close of busi¬
ness December 1, 1949.
A quarterly dividend of $.50 per

share and a year-end dividend of $.50
per share have been declared on the
Common Stock payable Decem¬
ber 10, 1949, to stockholders of
record at the close of business No¬
vember 26, 1949.

CLIFTON W. GREGG,

Vice President and Treasurer

November 2, 1949

United States Pipe and Foundry Company
Burlington, N. J., October 28, 1949

The Board of Directors this day declared an

extra dividend of twenty-five cents (25^) on the
outstanding Common Stock of the Company,
payable December 20. 1949, to stockholders of
record on November 30. 1949. . ,

The transfer books will remain open.

United States Pipe and Foundry Company-
DONALD ROSS, Secretary & Treasurer

HARBISON-WALKER

REFRACTORIES COMPANY
Pittsburgh Pennsylvania

October 31, 1949
Board of Directors have declared for quarter

ending December 31, 1949, DIVIDEND of ONE
and.ONE-HALF PER CENT or $1.50 per
share cn PREFERRED STOCK, payable January
20, 1950 to stockholders of record January 6, 1950.
Also declared a DIVIDEND of TWENTY-

FIVE CENTS per share on the NO PAR
COMMON STOCK, payable December 1, 1949 to
stockholders of record November #0, 1949,

G. F. Cronmiller, Jr., Secretary

£sso

The Board of Directors of the

STANDARD OIL COMPANY
(Incorporated.in New Jersey)

lias this day declared a cash dividend on the
capital stock of $2.50 per share. This dividend

■ will he payable December 12, 1949 to stock¬
holders of record at the close of business, three
o'clock, P.M., on November 9, 1949. 1

Checks will be mailed.
; '!>•!■", '• [ </ A. C. MINTON, Secretary
October 28, 1949. '

Steam frtfat Company
SALEM, MASSACHUSETTS f

DIVIDEND No. 226

October 26, 1949
The board of Directors of Naumkeag;
Steam Cotton Company at a meeting,
held on October 26, 1949 declared a-

dividend of Fifty Cents (.50) a share,
payable on November 25, 1949 to hold¬
ers of record' at the close of business
November 15, 1949. Old Colony Trust'
Company, of Boston, will mail checks,

RUDOLPH C, DICK
President and Treasured

PEQUOT SHEETS & PILLOW CASES
pay daily dividends of luxurious and
restful sleep.

The Nation Sleeps on PEQUOT SHEETS ,

••IIIIIIIIIIIIIIHIIIIIilHMMHIIIIIMIIIMniMIHIMIHIIHinillllSJ;

SOUTHERN I
I NATURAL GAS 1

COMPANY

Birmingham, Alabama 'l|

5 Common Stock Dividend No. 43 \

A dividend of 50 cents |
1 per share has been declared' =

| on the Common Stock of I
§ Southern Natural Gas Com- \
I pany, payable December 12, _ =
I 1949 to stockholders of rec- ' |
| ' ord at the close ol business . |
1 on November 30,1949. ^ §■

I H. D. McHENRY, J
| Secretary. j §

E Doted: October 28; 1949. ' , |
iilHIIINUIIUUIUIIHHIIIHIIIIIIIIUMlllllHUUIIIIIIIHIIIIUne
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BUSINESS BUZZ

WASHINGTON, D. C.—There is the keenest interest here in the
^Reconstruction Finance Corporation's venture into Kaiser-Frazer
UJorp., and this interest is heightened by reports that Kaiser is pre¬
sumably going to use government money to compete with the estab¬
lished Big Three in the auto busi¬
ness in the low-priced field.
HFC has often before conducted

an operation in aid of a business
where private financing was re¬
luctant to string along with the
borrower. However, the agency
lias reputedly done its utmost to
persuade private creditors to leave
in at least a part of their money.
The RFC in the past has wanted
that part to be the largest pro¬

portion of the credit possible and
its own margin the least possible.
In this case, if RFC has followed

precedent in its negotiations prior
to its Kaiser loan, it may be in¬
terred that private creditors
wanted no piece of the deal. RFC's
standard procedure has been first

^ to refer a prospective borrower
io any and all possible sources of
private credit before even enter¬
taining the idea, of a government
loan commitment, and then if
total private accommodation is
*iot possible, to offer to give a

piece of the loan if the private
trade will hook on to the deal
also.

In the recent official an-
4
nouncement it was revealed that
the working capital portion of

; the $34.4 million loan is to be
i>nt $13 million and not the $30
million first indicated to this

reporter three weeks ago. The
RFC is putting up $33.4 million
for tooling, engineering, and de<
signing new car models.

• Hence the government, in effect,
lias involved itself in a rather

large equity interest, in the form,
fiowever, of a loan with a 10-year
tnaturity. Congress by law limited
maximum maturities under the

HFC act of a couple of years ago
Co 10 years. This limit was placed
for the avowed reason that any

longer maturity would in effect
t>ecome an equity capital partici¬
pation rather than a true loan.
Congress, when controlled by the
Republicans, was hostile to put¬
ting RFC into what in effect was
equity financing, whatever the

^ form might be.
This $34.4 million represents

sizable ratio to the value of the
outfit. RFC stated officially that
"as a going concern" they had
had Kaiser-Frazer Corp. ap¬

praised at $58 million.RFC since
added $10 million in the form of
a loan for 18 months to Kaiser's

wholesaling subsidiary. Kaiser
also had to throw in several

other chips to secure both loans,
but there is scant information

revealed as to the value of this

additional collateral.

What further arouses both gov¬
ernmental and business interest
in this loan is that it is made to

3B comparative newcomer in a fast
and toughly competitive business,
and at a time when the real com¬

petitive dog fight is just beginning
to dawn on the motor industry
after its plus years of war and
post-war production. It is like an

amateur playing $100 limit with
boys who are pretty slick at the
cards.

A more typical RFC deal was
that offered last July to the Lone
Star Steel Co., Dallas. RFC
announced that it would lend

$34 million for certain expan¬

sion purposes provided the pros¬

pective borrower first raised
$23 million itself and put in S4
million for working capital.

It would appear as though, ex¬
cept for financing war-plant ac¬

quisitions, the prospective Kaiser

auto loan was about the biggest
purely postwar*RFC commitment
to one firm, that it represents
perhaps a greater proportion of
loan to the value of the particular
business financed than any since
the war, and that the element of
speculation is high. All in all, it
would seem that RFC by the ex¬

tent, relatively, of this commit¬
ment, is in fact proposing to go
a long way farther than has been
customary since the war in un¬

dertaking a financing problem
that is usually considered a pri¬
vate undertaking.

Next year, as this year, the
left-wing crowd of the Truman
Administration may be expected
to press for the idea of gov¬

ernment equity financing. One
value of the Kaiser auto loan,
would be to serve notice to the

left-wing crowd that there is an

agency already set up in gov¬
ernment which is willing to

pioneer in new and not-so-safe
business ground, that perhaps itf
is not necessary to create a

wholly new government equity
capital financing agency, '

'■ " * * ■'#: •'
.f. ,, " tf-'/y* ». »«?' i*,.- '&*,• *7!

The idea of government equity
capital for new or expanding in¬
dustry is expected to get a strong
push for the sake of New Eng¬
land well before the 1950 election.
Administration officials are wori
ried for fear that Republicans
might woo New England votes on
the theory that government money
has gone to finance the West, the
South, and other areas, and thus
to help draw industry away from
New England. The Nov. 20 "Dem¬
ocratic New England Conference
on Economic Expansion," a re¬

gional Democratic whoop-it-up
pow-wow similar to the June
meeting in Des Moines and the
September meeting in San Fran¬
cisco, is expected to harp on this
nQte. Secretary Krug of the In¬
terior Department is expected to
sell the blessings of prospective
Federally-financed power projects
to New England. ;

* * * V/'.7'7::

In the "reintroduction" of the
current year's Canadian Budget,
the Minister of Finance pro¬

vided, among other things, for a
10% tax credit on common divi¬
dends extended to all classes of

shares, and retroactive to Jan.
1, 1949, and other minor tax
relief. , / ; ' v

Canada's national income is rated
as one-fifteenth that of the U.;S.
The Dominion has reduced debt

in three years by $1,730 million,
equivalent for the U. S. of nearly;
$26 billion. Her outstanding debt
stands at nearly $11.7 billion,
equivalent to $175.5 billion, versus
the current U. S. Federal debt of

$256 billion. The Dominion's cur¬
rent year's surplus is still esti¬
mated at $87 million, which blown
up to U. S. scale would amount to
$1.3 billion. \

Yet Canada has had two major
income tax reductions since the
war. One was in July, 1947; the
other was on Jan. 1, 1949.

At the same time Canada is

turning in this fiscal performance, (
remarkable by U. S. standards, j
U. S. Federal officials are saying j
that it would be beyond the realm
of imagination to have a tax re- i
duction and a debt reduction in
this country at the same time. The
President, earlier this year evenj
inferred that expenditures could

€om*

fr, v-V . ' ■

"Well, if business IS slow, then^you don't have ANY excuse
for not taking me to Europe!" - "777 r',? 7. 7; .j

not be reduced to forestall the

current year's deficit/ estimated
now at $5 billion. * ; ,

For the long pull, Canada's
future envisages the possibility
of self-sufficiency in oil, a pos¬

sibility perhaps of self-suffi¬
ciency and an export surplus of
iron ore. Should these pros¬

pects materialize, they ought
one day wipe out the Dominion's
U. S. dollar deficit. Canadian

imports of U. S. oil, steel and
steel semi-manufactures, and
coal, are just about equal in a

•rough way to/the Dominion
adverse merchandise balance

with this country.
7 ' ') , * . •'./'

The number of queries as to
whether the U. S. will devalue

gold or change the gold price
really has mystified government
officials and well-posted indus¬
trial and financial observers alike.
Officials both; privately 'and

publicly deny most emphatically
that anything of the kind is under
consideration. Granted that if it

actually were under consideration,
officials would still deny it as the
prospective ' sterling devaluation
was denied, the question then be¬
comes, is there any reason to ex¬

pect it?
It is not possible to find, if

any exist, a single financially -
literate industry or business ob¬
server or well-posted opponent
of the Administration, who has,
any expectation that there is in
any foreseeable future any pros¬

pect of any monkeying with the
value of U. S. money or gold.;
Under some other and vastly
worse circumstances, perhaps,
but not now or any time that
can be forecast.

Furthermore, it is asserted uni¬
formly in informed circles outside
as well as in the government, no
one can see how it would make

either political or economic sense
for any change to come in gold.
So the case for monkeying with

gold is said to rest only on the
prospect that somebody high in
government might go completely
off the trolley. ■ ■

It is now being doubted that the
Celler monopoly investigation will
produce a serious, Administration-
backed program of legislation to
amend the anti-trust laws.. The
Celler inquiry, however, will make
useful anti-business political fod¬
der and may' produce a scare

piece of proposed legislation to
dangle out in the campaign, but
not really get enacted. ; *,./
It is said that the Department

of Justice actually is pretty well
satisfied with the present anti¬
trust laws, particularly as inter¬
preted by the courts.

In this field, the prospect of
final adoption by the Senate of
the compromise legislation em¬

powering manufacturers oper¬

ating in good faith to use freight
absorption, / delivered; pricing
systems individually, is in grave

doubt. Even though there are
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said "to be^ flaws in the com- *

promise agreement, any attempt
to repair them in a further con¬
ference would give the "liberals'"
gunning for this more time to
work up opposition in the Senate
and perhaps in the House also,
where any further change would
also have to be ratified. The
Senate has set Jan. 20 as the
date for taking up this propo¬

sition, but may delay consider¬
ation until later. ;

(This column is intended to re-
fleet the "behind the scene" inter-
pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)

Dudley to Direct World
Bank Publicity in
European Area
William L. Ayers succeeds him as

Public Relations Director in

Washington. '■

The International Bank for Re¬
construction and Development an¬
nounced today the appointment of
Drew Dudley as Director of Pub¬
lic Relations for Europe, effective
Nov. 1. Mr. Dudley, who has been
Director of Public Relations at

Washington since November, 1946,
will make his headquarters at the
Bank's Paris office at 67 rue de
Lille. He will leave for Paris on

Nov. 12/- ' - ■

• Mr. Dudley was born in Hano¬
ver, N. H., Sept. 23,; 1910. He was
graduated from Dartmouth Col¬
lege in 1933 with a degree of A.B.
Prior to joining the Bank's staff
in 1946, he was Chief of the Media
Programming Division of the Of¬
fice of War Mobilization and Re¬
conversion where he acted as

liaison between the U. S. Govern¬
ment and the advertising industry.
During the early days of World
War II, Mr. Dudley was with the
Office of War Information and
subsequently in the Office of the
Secretary of the Navy . serving
with the rank of Lieutenant Com¬
mander. Prior to the war he was

the Consumer Sales Director of
the William Wrigley Jr. Company,
Chicago, 111.
William L. Ayers will succeed

Mr. Dudley as Director of Public
Relations. Mr. Ayers joined the
Bank as Consultant in Public Re¬
lations Feb. 1, 1948, and has beer*
Assistant Director since October
of that year. He is a native of
Chicago, 111., and for 10 years was
Managing Editor of the Chicago
"Journal of Commerce." Subse¬
quently he was Managing Editor
of the magazine "Finance," andt
head of the public relations firm
of William L. Ayers & Associates-
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