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Mutual Funds on

Buying Side, but
With Decreased
Enthusiasm 1
By HENRY ANSBACHER LONG

Third-quarter- purchases *cdntm-'
ued in utilities, oil, natural gas'
and building stocks, but at de¬
creased volume from' previous
quarter. Restrained buying over¬
balanced selling which Scat¬
tered throughout variousindus¬
tries. Open-end funds added 20%

to their cash reserves.

Investment company managers
did not participate to any notice-

t able extent in
the increased
e nthih siasm
displayed^ ~by
certain other

"

sectors of the
.financial
c o na m U nity
toward the

increasing
level of stock
prices during
the third
quarter of the
year. The vol¬
ume of sell¬
ing exceeded
that of the

previousquar¬
ter by 6Vz%. Nevertheless, pur¬
chases overbalanced sales by 66%.

Approximately half the pur¬
chasing was concentrated in the
same industries as. in the previous
period. Utilities were still the
favorites, but increased profit-
taking became apparent. Oil and
natural gas | stocks also main¬
tained their second place in pop-

(Continued on page 30)
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Stock Market and the
Political Situation

■;V.ByEMIL SCHRAM* / "
President, The New YorkStock Exchange I

Asserting stock market does not act as perfect forecaster of things
to come, Mr. Schram says Main Street now makes Stock market to
greater extent than eVer before. Reviews political and economic

- outlook and pleads" for more cooperation between government and
business. Says increased business taxes will create grave danger,
since power to tax is power to destroy. In Cincinnati address, he

P ; urges more economic education of public.
•A year agd the nation was taking stock of a* political surprise

and trying to appraise its significance. While the stock market does
not always act as a perfect forecaster of things to come, it is an excel¬
lent mirror and reflects accurately mass opinion at the moment. I

. . / want to take^ • v; ■ r - .... >

a moment opt
for an aside.
All of the

studies -of
. market activ¬
ity show con-^

clusively that
Main Street

makes the
market to a

greater extent
than ever be¬
fore. v

This is a

good time for
a review of
w.h at has

- V taken place
within the past 12 months. At one
time there might have been some
hesitation about discussing politics
at a meeting of the Indiana
Manufacturers Association. Today,
one must be obtuse not to recog¬
nize that, for better or worse,
economics and politics are wed to
one another.

The three major policies which
overshadow all other considera-

(Continued on page 34)
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EDITORIAL

A Decade of Wage Trends
By E. C. GRIFFITH

Associate Professor of Economics, Washington and Lee University

Dr. Griffith maintains analysis:of wage trends in decade ended in
1948, though indicating complex and divergent movements, gives

... no conclusive evidence that a minimum wage law simply pushes
all industries up to same relative position at a higher plateau. Con¬
tends nondurable goods industries show far less stability in wage

relations than durable goods industries and labor in these industries
has made greatest wage gains.* Asserts analysis reveals that less
well organized wage earners have improved their position relative
to 1939 more than better organized workers, while lower wage

groups have gained more percentagewise than have skilled workers.
; The decade that ended in 1948 was marked by such revolutionary

developments in labor relations that -it is. worthwhile to .; attempt
some measurement of. their effect on all parts oi the economy. In
the realm of wage determination, the 10 year period saw the pas-
|v- sage of fed- <

eral minimum

*An address by Mr. Schram at
the Annual Meeting of the Indiana
Manufacturers Association, In¬
dianapolis, Ind., Nov. 10,1949.
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|ffHfWe See
I'*Another Election—rlts "Mandates" and Its Lessons

I Another election day has passed into history. Most of
the contests,were local in nature, but the results are being
interpreted to indicate that the "surprise" of last year was
not a "fluke." The usual "mandate" cry is being raised,
this time to the effect that people have expressed a rather
pointed desire that the Fair Deal proceed with dispatch.
Certain it is that candidates who occupied themselves dur¬
ing the campaign with the loudest defense of the President
and his policies, or (where issues were purely local) with
proposals and programs which were obviously Fair Deal in
character, generally speaking, won. v -

At the same time, it must be said in all candor that
it would have been difficult for the voters of the country
to have repudiated the Fair Deal type of public policy
in any event, since virtually everywhere the contest
was between one or more candidates screaming about
the "welfare state" or its equivalent and one or more

other candidates obviously promising much the same
sort of thing dressed up somewhat differently. What
seems fairly generally to have been the case is that the

^ (Continued on page 35) If |
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wage laws,
the crystalli¬
zation of pol- v
icy ''by. the •

National La- *
bor Relations—

Board, the
growth in size
and influence "t
of, 1 a b or
unions, the
wage policies
of a nation at :

war, and the
passage of the
Labor - Man^

lations Act of 1947. Each of these
had some' influence on| the level
of wage payments in all indus¬
tries. It is impossible to*measure
exactly the effect of any one of
these rdevelopments* on a spe¬
cific trendy in wages. But it is
possible to ascertain their total
influence on wage trends and on
the relation between the wages of

(Continued; on page 41)
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The Secmity I Like Best for the Future
Educational Committee of Rocky Mountain Group of IBA conducts forum

in which representative local investment dealers < participate. '
The Educational Committee of the Rocky Mountain Group of the Investment Bankers

Association on Oct. 18, at the Albany Hotel in Denver, Col., conducted a forum in
which. —■ .

, \ —-—"——-7-—7 —r ———:
vidual d e a 1-
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509 OLIVE STREET
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Members St. Louis Stock Exchange

R. S. Sargeant

ers, in three-
minute talks,
stated their
views on "The

Security I
Like Best for
the Future."
The Chair¬
man of the

p r o c eedings
was Raymond
S a r g e ant 6f
Harris, Up-
ham & Co.,
Chairman of
the Rocky
Mountain

Group, IBA. .' ' , • ^ ;
In the adjoining box are shovyn

the names of the individuals and

the firm affiliations of those who

participated, in the forum. We give
now a stenographic transcript 'of
each speaker's remarks in the or¬
der in which they spoke: 7" <

GERALD P. PETERS !

Peters, Writer & Christensen

When the subject matter of this
forum was first .'mentioned, I said
Government bonds, Series E—
seventy-five—what could be bet¬
ter? And then '!
I read, during
the last ten

years,'while
you may have
gained 25%
on the Series

E, you lost
40% on the

purchase
price of the
dollar.

So I said,
"No,that'sout,
certainly, for
the security
man," and I
said, "Here is
a chance to do
a little , ad¬

vertising in a local security about
which most of us know some and
some of us know more," namely,
Frontier Refining common. I like
it for the following reasons:

Maurice H. Robineau, who runs
the company,, is young, intelligent,
capable, earnest, hard-working
and successful. When he started
in this business in 1940, and he
got his little coking plant up in
Cheyenne, as a result of a suit
with the Bay Petroleum Company,
he went in with a very small
company, a" very small market,
and very small earnings

He first took that coking plant
and made aicracking unit out of
it He then turned the cracking
unit over so that it could burn
both sour and sweet crude. He
then began to develop a market
for the oil, which he had to buy
in the Wyoming markets.

Along came the war. He was suc¬

cessful with Senator O'Mahoney
and with the Government of the
United States, and succeeded in
having constructed in Cheyenne
a hundred octane gasoline plant,
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Louisiana Securities
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Members New York Stock Exchange
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Mobile, Ala.

Direct wires to our branch offices

know, he ran it succesfully for think from here on, he expects totwo or three years, until the end '
of >the war, and then proceeded
to purchase that, plant at about
cnersixth of its then value.
That purchase was completed.

The plant came into his hands. He
still had no oil, he had refining.
And he had to gear the market.
He went out and sold about 85%
of the production to the major
distributors and about 15% to his
own distributors. .

During the last two or three
years, the situation so changed
that now he is selling about 85%
to his own, and controlled,- mar¬
ket, and about 15% to the majpr
distributors; and since that time
he has found oil. ' !.
Gentlemen,-he has oil. in Zim¬

merman (Jute), up in'Wyoming;
he has oil in Modern Gulf, over
in Western Colorado; he has some
oil in Kansas; and he has a big
creek in Fiddler Creek, up:.-in
Wyoming. . -t . ■

Based on the first well, which
came in 200 barrels a day, if run
at capacity for a year, he would
add $2,000,000 a year income to
his company.

With fewer than a half million
shares outstanding, it doesn't take
much mathematics to determine
that one well, if run at capacity,
would mean about $4.00 a'share
to that company. ' / V \
He is turning out the >finest

gasoline in this area. He has not
only the highest octane of any
gasoline in this territory, but he
has polymerization, which means
that it comes out with less sul¬
phur in it than any other cracked
gasoline in this territory. He has
developed his own market. He
has developed his own distribu¬
tion. He has developed a ca¬

pacity to sell all the gasoline
which he can turn through the
original refinery, and the govern¬
ment refinery, which has been
turned over for automobile gaso¬

line.

Gentlemen, the guy has got it!
The stock has gone from one to

four dollars a share in the last ten

years. I would like to see an-?

for airplane gasoline. As you' other one that is its equal and I

Mexican Eagie Oil

Bought—Sold—Quoted
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J. H. Myers

do it again.

■>;77-' J. II. MYERS 777:7
. - . Harris, Upham & Co. ! ..

Gentlemen, the stock I have
chosen to discuss, or bring to your

attention, is that of a company
with which we are all familiar.

The security
I have, in
mind is the

common stock
of Texas Gulf

Sulphur Com-
pany. This
company pro¬
duces a basic
c o m m o dity.
1'ney happen
to produce
about 50% of
the natural

sulphur that is
produced in
I his country
which, in turn,
is processed

and made into sulphuric acid.

This is a basic, industrial chem¬
ical, and is used in the manufac¬

turing processes in the rayon, the
paint, the chemical, the plastic in¬
dustries, oil refining, different
metallurgical processes, the iron
and steel industries, the paper,
rubber and textile industries.

The price of sulphur has been
$16 a ton for the past 20 years.
That shows that only through
greater efficiency of operation
have they been able to continue
to sell their product at the same

price during that period of time
and still show a profit.
At the present time, they are

developing a new process of ex¬

tracting sulphur from gas, which
is providing unlimited new

sources of supply. ■»■

From the standpoint of labor
costs, which I think are very im¬
portant at this particular time, the
new plant that they are building
at the moment, which will pro¬
duce 400 tons of sulphur a day,
will be operated 24 hours a day,
and seven days a week, with a

personnel of 35 to 40 people,
which will include the clerical,
the maintenance, and the operat¬
ing personnel.

This company has paid divi¬
dends, consistently, since 1921
they have been paying out 70%
to 80% of their earnings in divi¬
dends. They have absolutely no
funded (bonded) debt; in the first
six months of 1948, their earnings
showed an increase of about 25%
over the first six months of last
year.

The stock is currently selling
around $67 a share. It is paying a
$5 annual dividend. The yield is
about 71/2%v : '•

The uses for the company's
product have increased many,
many times, and in my opinion

(Continued on page 22)
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The Maloney Act
j Some phases of Maloney Act explained. Makes NASD the shadow
4 of SEC. Independent action impossible. Legality of this statute
questioned. Constitutional and other grounds raised. Repeal would

j make unnecessary the long and costly process of ultimate judicial
! *" ' interpretation.

An understanding of the life and death control which
the Securities and Exchange Commission is empowered to
exercise over the National Association of Securities Dealers
should be more widespread in the interest of the stabiliza¬
tion of our economy. < * - , ... -

This power derives from Section 15A (commonly called
the Maloney Act or Maloney Amendment) of the Securities
Exchange Act of 1934. • . v . :-

4 -Under its provisions a "national securities association'*'
may bfe registered with the SEC,'by filing with that Com-
mission "a registration statement in such form as the Com¬
mission may prescribe .% ." - • •• • * *. .

1 j.'*; Then there follows this statement: "'An applicant asso¬
ciation shall not be registered as a national securities asso¬

ciation unless it appears to the Commission that » . Now
dome some ten subdivisions and subdivisions within these

sjubdivisions: giving the numerous matters , on which the
Commission must be satisfied land of which it is the ex¬

clusive, judge.;: - ' C ;->-4 ■"T-| JC"'. :
The Commission has control absolute over the rules of

a national securities association. It may ""permit" or'".re¬
quire" these rules to be of a certain content and is author¬
ized by order to "abrogate any; rule" or to "alter" or "sup¬
plement"- the rules. The Commission, and it alone; may

grant - or deny registration. It' may suspend or revoke
le association/ suspend or expel any member, and remove

from office any officer or director, y
(

From determinations in disciplinary proceedings insti¬
tuted by the association the power of review is in the Com¬

mission/'! r'v! •r•!.■■ w /■:

; / The whole unfortunate scheme of this legislation
ri has been and is such .thai t!he NASD|ythe only such
association which has been registered, can be regarded

j: as /the shadow of the SEC. The former can only go

yf where the latter is prepared to take it and the exercise -

;A ojf the slightest independence [is virtually impossible.

:! The following permissive provision of the Maloney Act,
which has been put into operation by NASD rules,.Ts one.
of the /most controversial:, • /; j I ^

"The .rules- of a registered securities /^association' may
provide; that no member thereof shall deal with any non-
member brokers or dealers . . U except at the same prices,
for the same commissions or fees, and on the same terms

and conditions as are by such member accorded to the gen¬
eral public." .. '•* ; ■'//'" ■

I From this set-up have arisen many grievances of which
these .are only some: f/• ].;:v ./ './/;//

;7 (1) That to share in these "commissions or fees"

! I-brokers,: dealers and underwriters are compelled by (

t necessity to join the only existing national securities

j association even against their better judgment, based
; I upon opposition to this law. 5 :

[ (2) The Commission, through its shadow, by declar- .

[ ing a policy on "spreads," is engaging in price control.

(3) The trial system via District Business Conduct

I Committees wherein the agency or its shadow at one

and the same time acts as investigator, prosecutor, judge J
(Continued on-page 25) / .
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Planning Your Sales Talk
By KELSO SUTTON* ■. ' ■'; '' "

Consultant in Salesmanship ! ' ' : . . :

Pointing oat it is just as essential and important that salesmen plan and write out sales talks as it is
in preparing and in presenting advertising copy, Mr, Sutton cautions against using a "canned talk".:
pattern. Lists among factors in planning sales story: (1) getting a basic outline; (2) analyzing buy¬
ing motives; (3) selecting selling points; (4) selecting supplementary subject matter; (5) selecting
material to be used in demonstration; (6) preparation to refute objections; (7) selecting proper tim¬
ing in presentation; and (8) use of proper language. Urges placing emphasis on investment motives,

; and recommends offering only short list of securities at one time. , '
I am going to discuss one point, today, that is most important to anybody in selling

Work. It is something that most salesmen never do. Before I tell you what this is, I can

just promise you that if you would do this you would certainly make more sales, because

Kelso Sutton

very few
salesmen are

going to uo
this for years
to come, any¬

way, but if
anyone is
really serious
about his
work and
wants to get
down to cases

and do this, ■

he can capi¬
talize on it.
What I'm

talking about
is ' planning
out your sales "y
talk, wriu.-fe it out, making a pat¬
tern of exactly what you are go¬

ing to say.
We don't do that. But when you

go to a play or to a revue, you
know that the author has spent a
long, long time in writing the
play, or a group of writers have
spent a lot of time writing the
skits in a revue, and after that
is written, they are very careful
about the easting of the parts.
Then, after all the personnel

problems are taken care of, they
all get together and start re¬

hearsing it and during rehearsals
they pull scenes out ana write
new ones to be inserted, and they
change characters and change
plots and change wordings, in
order to get it just exactly right.
Even after it opens in Phila¬

delphia or Boston, they still work
on the piece, still making lots of
changes to present the ideas in
exactly the right manner in the
play, or the humor in the skit—
whichever it is—to the public,
< They feel that it is most im¬
portant to spend a great deal of
time in presenting their material
in exactly the right way.
I have never heard of any busi¬

ness management or any sales or¬

ganizations getting together and
spending that amount of time in
discussing exactly how the prod¬
ucts or services were to be pre¬

sented to the people who are go¬

ing to buv. I think if they did
that they would approach perfec¬
tion in their methods of personal
selling, whatever their offerings
are.

Any organization or salesman
who doesn't do that is trusting to
luck, a good deal. He just hopes
that he will find himself in the

right place and, by hook or crook,
say the right things that will get
him a sale.
I have been trying to set forth

here, in the discussion of buy¬
ing motives and selling points
and other things, a basis upon
which anybody could build up a

properly-created sales story.
In the Adervtising Departments,

they do this, in their area of busi-

jness, They plan, very carefully,
j exactly the roints that they are
i frying to push in an ad. They get
;an artist, to make a lay-out and
put in the prooer tone and mood
<and attitude. Then, they have a

{copywriter to write just exactly
the right way in which they feel

I it will appeal to the market.

\ Yet, why isn't that same metic-
lulousness used in selling? There

I "Stenographic report of lecture
5t given by Mr. Sutton, ninth in a
series on Investment Salesman¬

ship sponsored bv the Investment
Association of N»w York, New
York City, Nov. 10, 1949.

is no particular reason why it
should not be, but it simply isn't.
I, myself, feel that when more of
that is done, more goods will be
sold.

Management doesn't do that for
you. Management provides for
great care to be taken in other
phases of their business, but they
don't do that •, for the salesmen.
They allow the salesman to go out
on his own. So if management
doesn't do that for you, it might
be well for the individual sales¬
man to try and do it for himself.
I know of a soft drink concern

with headquarters here in New
York that has done quite a bit in
that direction. They do not have
a canned sales talk, but they have
a very carefully-planned routine
of how their men sell the soft
drink to the retail trade. This

routine is carefully observed by
every salesman.
The salesman goes into the

store and the first thing he does
is to go into the back room, and
count the inventory of his stock
out there. After he has done that
he comes back in and talks to

the manager of the store, or the
owner, and he then tries to sell
his product.

They found out that if the sales¬
man didn't do that, the first thing
the manager or owner would say,
right away, is that he has plenty
of that product on hand and the
salesman would not be able to
refute his statement. But having
found out exactly what the store
manager's position is, he can come

right back and tell the manager
how much he needs for his busi¬
ness requirements.
That company has a carefully

worked out method of getting a
decalcomania sign on the front of
the store, too. They do it in such
a way that every time they want
to put a "de-cal" up, they get it
up. Eut they have to get the
store owner's permission first,
and they have a particular method
of getting that permission without
wasting any time or bringing any
opposition up from the store man¬

ager. . . ;

Avoid "Canned" Sales Talk

Now, I do not mean that any
salesman should "can" his sales
talk. You have probably heard,
all of you, reasons for and against
that. The obvious reason against
it is that a canned sales talk gets
to be rigamarole, a recitation that
loses the individual personality
and sparkle of the salesman and
that doesn't attract much, as far
as selling is concerned,

I was in the office of one of
the big cigarette companies the
other day and was talking with
their personnel director, who is
charge of their training, and he
was talking about how his cig¬
arette salesmen work. One item
that he touched on was the canned

sales talk that the salesman uses

when he is promoting these cig¬
arettes to individual customers—
not store owners, but the individ¬
ual smokers.

I said, "You've got a canned
sales talk that's all worked out?"
He said, "Yes, they stick closely
to these particular words."

"Well, how does it go?" So he
picked up a "-cigarette and went
into this canned sales talk. We
had been sitting there talking for

luout 15 minutes, having a very
pleasant conversation. As soon as

ie started this canned sales talk,
he was an entirely different per¬
son. You could easily tell, immer
diately, that he was reciting some¬

thing that he had memorized a

long time ago and that he had re¬
cited at one time in his career,
maybe 20 or 25 times a day. * It
was simply sing-song stuff, really
terrible. '• ;V/7v' A*'-?-'
In my opinion, no salesman can

use a canned-sales talk, but what
I do recommend is a planned
method, a planned routine.of pre¬
senting your offerings to a buyer.
I was in the office of another

cigarette company, talking with
one of their executives, and he
showed me their sales talk, and
the cigarette „ salesmen working
for that company has to work ex¬

actly according to that script.
The cigarette companies are

very successful, and the cigarette
salesmen who work for this sec¬

ond company are acknowledged as

being very good salesmen, doing
a good job. One of the great
troubles that this company has
with a salesman is that they are
not able to hold them. The cig¬
arette salesman doesn't get paid
too much money, but he receives
such an excellent training in the
fundamentals of selling, from this
company, that other companies
come around offering more money
if those salesmen will work for
them. Since the cigarette people
are not paying that amount ^of
money, they lose their salesmen
that way. ;

Again, I am not presenting the
idea that anyone should follow
the canned sales talk, but with
the method that the cigarette
management has worked out, with
that method being followed by a

salesman, month in and .-month
out, he cannot help but learn a

pretty good way of selling. ;■' - :

In this life, there are few first-
class extemporaneous perform¬
ances. Very few people can rely
strictly upon their inspiration to
do things well, because your in¬
spiration can let you down, all of
a sudden, and you are there and
don't know what to do.

So if any of you salesmen in¬
vest the time and the thought to
work out some kind of a careful

presentation to use, it will pay off
for you. That applies either for
the telephone conversations or for
the personal contact work. Even
if you don't want to take the time
to work* this thing out in a tech¬
nical way, based on the principles
set forth in these sessions, either
from your notes or from the rec¬
ord in the "Chronicle", of what
has been said here, even if you
didn't want to do all that, I would
advise you, some rainy night when
you don't have anything else to
do, to sit down for about two or

three hours and just play around
with the idea, on paper. " : r •'..

How to Plan Your Talk :

Just start in, trying to line up
a good sales talk. If you spend
just three hours writing things
out. and trying to organize it, you
will be surprised at the improve¬
ment in your presentations that
iust that amount of work will
leave. , ' ' : • - .

Whenever I feel that I have a

problem in my own business that

(Continued on page 28)

Inter-CompanyFinancing—Source
i Of Capital for Small Businesses

By WILFORD J. EITEMAN ;

Professor of Finance, University of Michigan

Economist, in analyzing sources of funds for business enterprises,
j describes common practice of large concerns in giving financial aid
to smaller companies to whom they sell or buy. Says this is
important aid to small business and performs an important function

I in supplying capital to concerns unable to obtain it from other ?

, sources. Notes this financial relationship, because of interest of
; creditor in debtor, is more helpful to small business than obtaining

capital directly from public.
It is not uncommon for large companies to give financial aid to

smaller companies to whom they sell or from whom they buy. The
advances of the larger companies in such cases are not viewed as

investments that return a yield but as a commonsense method of

W. J. Eiteman

pi omotlng an <&-
0 u 11 e t ~f o r
goods .or of

preserving a
source of sup¬
ply.: In a sell¬
er's m a r k e t

tjh e f 1 o w of
funds i is : from
large compa¬
nies. to small

company sup-

p 1 i;e rs In a

buyer's mar¬

ket the flow is
firo:m large
companies to
smaller com¬

pany custom- ' ' v-'-T!-
ers. './• rr. - j J.V.,v
Inter-company financing, wher

it extends beyond financing a

purchase or sale, is not followed
as a regular practice, but is re¬

garded rather as emergency aid
to a hard-pressed customer or sup¬
plier. It performs an important
economic function which no other
institution or group of individuals
is prepared to perform: it provides
credit to companies sound in the
long run but temporarily unable
to obtain capital from other
sources. '

Sources of Funds "'-Tl-.
Business enterprises obtain

funds for financing from five
sources: (1) their owners, (2) the
capital markets, (3) lending insti¬
tutions, (4) accumulation of
profits, and- (5) advances from
larger companies to whom they
sell or from whom they buy. With
the exception of the last men¬

tioned, these sources are not
equally accessible** to all compa¬
nies. As a rule larger companies
are more favored than the smaller
ones. !■ >• /

(a) Obtaining Funds From Owners

Large companies have an in¬
herent advantage over smaller
companies in attracting equity
capital. This advantage stems
from the fact that the shares of

large corporations are often listed
so that additional funds can be

obtained by issuing stock rights.
The success of such an offering is
assured by two circumstances. In
the first place, a stockholder must
either subscribe for the new shares
or sell his subscription rights to
someone who will subscribe. The

alternative is to forfeit a portion
of the dollar value of his previous-
investment. In the second place, it
is possible to underwrite an of¬
fering of " stock by a large cor¬

poration, thereby assuring the out¬
come of the offering to the issuing
company. ..

r Smaller companies find it dif¬
ficult to appeal to their existing
owners with any such assurance of
success. For

. ,, one thing, . their
owners are very apt to have all
of their resources already invested
in the enterprise. Appeals by small
companies to outside investors
are not apt to succeed due to the
fact that few persons have "suffi¬
ciently intimate knowledge of the
company's affairs to warrant, in-r
vestment. '•

, , - ,'

(b) Obtaining Funds From Capital
Markets

i "That small companies cannof
compete for funds in the capital

markets against larger companies
is attested to by numerous pub¬
lished studies and is accepted as
axiomatic by most writers. This
pessimistic view is usually based
upon, data published by the SEC
which; shows , conclusively that
small issues of new securities can¬

not be sold in the capital markets
and rthatj^yhen such issues are
marketed, their flotations prove
prohibitively expensive to issuers.
For example, the SEC found that
of all the issues .under $250,000
registered between July, 1933 and
June, 1937, less than 23% were

sold. A study of 538 such issues
showed that in 179 cases no se¬

curities were sold and that in the

remaining 369 new ventures sold
27% of their offerings and old
ventures sold 44% of their offer¬
ings. Furthermore, even when a

small issue is sold its cost to the
issuer is usually prohibitive. Small
enterprises seeking to borrow via
the capital markets encountered
selling costs of $8.40 per $100 of
capital raised. Small enterprises
seeking to sell preferred stock in
the capital markets found that it
cost them $16.50 to obtain $100 of
capital. Small enterprises seeking
capital via sale of common stock
in the capital markets found that
it cost them $22.80 per $100.

(c) Obtaining Funds From Insti¬
tutions

Well-established older indus¬
tries have greater and easier ac¬

cess to the. funds of lending in¬
stitutions than do newer enter¬

prises involving more risk. It is
not difficult to * discover the

reasons for this situation. Lend¬

ing institutions are charged with
the responsibility of investing
funds of others, usually their de¬
positors. They make their re¬

sources available, therefore, only
to those who give them the great¬
est assurance of safety of prin¬
cipal and certainty of yield. Safety
is judged on the basis of historic
l'acts, i.e., statistics of past earn¬

ings, analysis of capital structure,
and the like. New ventures, not
having past records, are auto¬
matically excluded or are able to
qualify for but an insignificant
amount of financial aid.

There is an important excep¬
tion to this rule. When business
in general is unusualy prosperous,
large companies demand less bank
accommodation than these institu¬
tions are prepared to grant. At
such times lending : institutions
find it necessary to solicit the loans
of smaller, more risky enterprises
than would normally be accom¬
modated. A questionnaire sent out
by the author recently showed a

Surprising availability., of. bank
credit to small business in 1949.

This observation is supported by
the findngs of a study conducted
by the Federal Reserve Bank of
Minneaoolis. By contrast, the
Hardy-Viner report of 1935 re¬
vealed that small businesses had

great difficulty -obtaining bank
credit during the mid-thirties.
If signs of business recession

appear, bankers will no doubt re¬
vert to type and, in the interests
of their .depositors, refuse to re-

rr. . (Continued on page 42)
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J
The crippling nation-wide steel strike which began on Oct.! 1

and wiiicii gidaually bringing the country to a state of industrial
paralysis took a turn for the better on Armistice Day, Friday, Nov. 11,
just 42 days later,, with the signing of an agreement by the United
States Steel Corp. and the United Steelworkers, CIO. The main
points of tbe settlement provide for employer-financed pensions of
not less than $100 a month for retired workers along with social
insurance benefits amounting to five cents an hour, to be shared
equally by the company and the employees. , ' .

y y The foregoing provisions in essence " follow the general pattern
of contracts previously arrived at by the union and Bethlehem Steel,
Republic Steel, Jones & Laughlin and the Youngstown Sheet & Tube
Co. Other companies that were at that time on the verge of a settle¬
ment included the Inland Steel Co., Wheeling Steel and Allegheny
Ludlurn. Thus, only a few major companies and practically less than
10% of the country's steel-making capacity, continued to be affected
by the.strike. - vr . ;; . .... . .

' Since the close of the week, the Allegheny Ludlum Steel Co.
terminated a two-week strike at its plants on Monday evening last
It was also reported that the Sharon Steel Corp., the. nation's ninth
largest steel producer has reached a-"tentative agreement" with the
union. . •; ■

Following John L. Lewis' action on Wednesday of last week
suspending the damaging soft coal strike until Nov. 30, the United
Mine Workers' chief requested the coal operators to resume nego¬
tiations. A union spokesman said Mr. Lewis "will be at his desk in
Washington" on Monday morning of the present week "awaiting the
convenience of the coal operators.", •-

In government circles, it was reported the Administration in a
conference at the White House on Monday of this week may decide
one of three things to remove the threat of another; disastrous coai

strike: continue negotiations in the hope of reaching a settlement,
appoint a fact-finding board to recommend terms of agreement or
use the Taft-Hartley Law to ban a new coal strike on Dec. 1. )' ">

In a question asked by "Steel Magazine" in this week's issue—
Who Are the Winners?—ii supplies tne answer by stating thai ac¬

cording to estimates steel company employees lost $173,000,000 in
direct wages and that they will have to work two full years to
regain in future social security benefits the wages they lost during
the past six weeks.-.

.

The loss in steel ingot output from the beginning of the strike
until operations return to the prestrike rate, it continues, will amount
to i0,ouu,000 net tons. - This has a dollar value of more than $700,-
000,000. The increased burden per hour, in the case of some com¬

panies, will amount to as much as $4 per ton of steel. . What portion,
if any, of this will be passed on to the buyer in the form of higner
prices cannot be predicted now. V'-'V-l

Summing up, it adds that as steelworkers, operators, steel cus¬
tomers and the general public contemplate these losses they are
bound to wonder whether anybody in the long run will have won

enough to compensate for the losses. It may take all of three years
to find the final answer.

.
. . • -:< tf * • * ;.v'vb I;;-..-

With the gradual settlement of strikes the past week the level
of total industrial output evidenced a slight upturn from the level
of previous weeks, though output on a country-wide basis continued
to be substantially below that for the corresponding period a

year ago.,.

In the field of wholesale trade demand for apparel increased
moderately last week as many merchants placed fill-in commitments
for the holiday season and early orders for spring merchandise.
Initial commitments for both women's and men's spring apparel com¬
pared favorably with those of a year ago.

Food merchants purchased slightly more than in the previous
week. Although caution continued to be evinced in many quarters,
forward orders were more numerous than in recent weeks. The total
unit volume of food orders was close to that of a year ago.

Buyer demand continued to be brisk in many textile fnarkets
the past week.

Furniture buyers placed an increased volume of orders during
the week with case goods, incidental items and upholstered furniture
sought by many merchants to replenish depleted stocks and to pre¬

pare for post-holiday promotions. The eagerness of many buyers was
in marked contrast with the noticeable caution of previous weeks.

... ... \ . ■./ \ * «S •• ••

STEEL OUTPUT HITS 54% OF CAPACITY FOLLOWING STRIKE
SETTLEMENTS BY MAJOR PRODUCERS

.With almost all of the nation's steel mills back in production
this week on a tremendous backlog of orders, 1949 will see far more
steel produced than the industry made in any prewar year. Outout
of raw steel for this vear is expected to top 76,500,000 tons, or 20%
more'than the industry produced in 1929, according to ' The Iron
Age," national metalworking weekly, in its latest summary of the
steel trade. . , _ , V

From the way their customers are ordering, steel sales executives
feel reasonably certain that the strike did not last long enough to

pinch off the business revival that appeared to be with us when the
steelworkers struck on Oct. 1.1 A number of big mills are booked
solidly through next June on hot and cold-rolled sheets. All major
products are being allocated to customers on a quota basis as they
were last year. . .

Witn only a few exceptions coal stocks at the mills are now big
enough to cause no concern to production men for the rest of the
month. -; ' ; ' ' -

The steelmaking rate for this week is scheduled at 61.5% of
rated capacity, up 36.5 percentage points from last week's revised
raje of 25%,.of capacity. At Buffalo, where the major producer

Harold L. Bacbe

wage

Bache Sees Decade of

Opportunity Ahead
Managing partner of large N. Y.
Stock Exchange concern says,
flow of American equity capital
will assure world reconstruction.

The United States appears to be
on the threshold of a new "dec¬
ade of opportunity," Harold L.
Bache, managing partner of Bache
& Co., New York, said at a lunch¬
eon at the Chicago Club in Chicago
on Nov. 8. "The responsibility of
world leadership, imposed upon
us since the

end of the war

is the/ great-.
est. challenge
in history to
American en¬

terprise and
ingenuity,"
Mr. Bache
said. "Amer-

ican capital,
by providing
a n adequate
flow of funds

into equity
channels, will
not only as¬

sure a contin¬

ued b»/?h rate

of production and a better stand¬
ard of living but also will provide
the necessary aid to world recon¬
struction." ;

Mr.. Bache's optimistic views of
the future are based partially, he
said, on the likelihood of contin¬
ued high industrial production
because the markets are here to

absorb it. He added that

levels will be maintained.

i ; As for the immediate agricul¬
tural outlook, Mr. Bache said that
in his opinion farm prices may

tend gradually lower but; give
every indication that they will be
maintained ; to assure for the

American farmer his present high
level of prosperity.

From a background of long in¬
terest by his organization in many

types of industry, Mr. Bache said
he believes that some of our new¬

er industries, such as television
and air conditioning, are just be¬

ginning their real growth. An¬

other, he said, which is sure to

expand greatly, is the vast field
of farm mechanization.

Turning to the international

scene, Mr. Bache declared that
world responsibility and leader¬

ship—both political and economic
—have shifted to this country, \V

"America is the only country

with the materials and facilities

to supply the vast international
needs. The dollar is in such de¬

mand all over the world that in¬

creased imports will mean more

and more dollars to buy American

products. International trade and
closer international cooperation,

despite the great postwar handi¬

caps encountered are gradually
but firmly reviving and the out¬
look on the world scene is one

to give the man with long range

vision reason for considerable en¬

couragement."
Mr. Bache pointed out that one

of the important functions of the

financial community is the broad¬

ening of its educational facilities.
"The youth of the country," he

said, "must be familiarized with
the methods and objectives by
which free enterprise exists. To¬

ward that end, government and
business should join in encourag¬

ing educational efforts at the high

school, college and community
levels." ■ V V' •

».

By A. WILFRED MAY

A. ^Vilfred May

Point IV—Actually Subsidy No. VII
If sanctity of the ideal involved does not preclude cold-blooded

analysis of proposals for helping the world out of its difficulties, then
the political and financial implications of President Truman's pro¬

posals known under the catch-all term "Point IV" mer.t the most
careful scrutiny. In the first place, there have
been so much elaboration of and deviation from

tbe "bold new" proposal made by the President
in his Inaugural Address last Jan. 20—both at
home and abroad—with so little public recogni¬
tion of what the President himself had in mind,
that quotation of his original recommendation is
in order. After outlining three courses of action
which the United States should emphasize in its
international relations in the coming years,

namely, to give unfaltering support to the UN, to
continue our programs for world recovery, and to
strengthen l'reedom-loving nations against the
dangers of aggression, he added as Point IV:

"We must embark on a bold new program for
making the benefits of our scientific advances and
our industrial progress available for the improve¬
ment and growth of under-developed areas.

"More than half the people of the world are . ,

living in conditions approaching misery. Their food is inadequate.
They are victims of disease. Their economic life is primitive and
stagnant. Their poverty is a handicap and a threat both to them and
more prosperous areas. .

"For the first time in history, humanity possesses the knowledge
and the skill to relieve the suffering of these people.

"The United States is preeminent among the nations in the devel¬
opment of industrial and scientific techniques. The material resources
which we can afford to use for the assistance of other pe pies are
limited. But our imponderable resources in technical knowledge are
constantly growing and are inexhaustible. " .

; "I believe we should make available to peace-loving peoples the
benefits of our store of technical knowledge in crder to I eip them
realize their aspirations for a better life. And, in cooperation with
other nations, we should foster capital investment in areas needing
development.

"Our aim should be to help the free peoples of the world, through
their own efforts,-to produce more food, more clothing, mere materi¬
als for housing, and more mechanical power to lighten t.:eir burdens.

"We invite other countries to pool their technical resources in
this undertaking. Their contributions will be warmly welcomed. This
should be a cooperative enterprise in which all nations wcrk together
through the United Nations and its specialized agencies whenever
practicable. It must be a worldwide effort in the achievement of
peace, plenty and power. * ^

"With the cooperation of business, private capital, agriculture
and labor in this country, this program can greatly increase industrial
activity in other nations and can raise substantially their standard of
living. ; ■. ' I /

"Such new economic developments must be devised and installed
to the benefit of the peoples of the areas in which they are estab¬
lished. Guarantees to the investor must be balanced by guarantees
in the interest of the people whose resources and whose labor go into
their development. ' ; ^ : .<r

"The old imperialism—exploitation for foreign profit—has no
place in our plan. What we envisage is a program cf development
based on the concept of democratic fair-dealing.
< "All countries, including our own, would greatly beveHt from a
constructive program for the better use of the world's human and
natural resources. Experience shows that our commerce with other
countries expands as they progress industrially and economically.

"Greater production is the key to prosperity and peace. And the
key to greater production is a wider and more vigorous application
of modern scientific and technical knowledge. ,

"Only by helping the least fortunate of its members to help them¬
selves can the human family achieve the decent satisfying life that
is the right of all peoplei , ,1

In a subsequent message to tne Congress of June 24, asking for
implementing legislation, Mr. Truman expanded as follows: "These
measures are the essential first steps in an undertaking which will
call upon the private enterprise and voluntary organizations in the
United States, as well as the government, to take part in a constantly
growing effort to improve economic conditions in the less-cleveloped
regions of the world."

No wonder, then, that limitation of the program to pnytMng like
a $35-miIlion scale is not conceived of either here or abroad!

Similar to the lightning-fast global chain-reaction, sot in motion
by quick-wilted British Foreign Secretary Bevin, to that epochal
suggestion made June 5, 1947, at a Harvard Commencement, by the
then Secretary of Slate Marshall, this bit from President Truman's
Inaugural has been seized upon by the eager at home and abroad.

(Continued on page 14)

We take pleasure in announcing that

MR. WILBUR R. WiTTlCH

has this day become a general partner
*

in our firm.

GRIMM & CO.
Members New York .%lock Exchange

44 WALL STREET * NEW YORK 5, N Y.

November 15^ 1949 , ,
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Bank Credit Policies in Coming Year
, By F. RAYMOND PETERSON* *

% -President American Bankers Association

Chairman, First National Bank and Trust Co., Paterson, N. J. :il
Commenting on postwar responsibilities of organized banking, new ABA President points out its pro-.H
gram to provide adequate credit to finance increased industrial expansion and, at the same time, ease {■•{
inflation pressure by rejecting non-productive loans. Notes $2 billion decline in bank loans in last year, ^
but asserts this arose from lower borrowing demands and { not from unavailability of bank
credit. Scores government expansion into banking, and says banking system is flexible and alert

enough to provide business with ample credit.
, ■; ,v

In recent months, it has been my privilege to attend the annual conventions of many
state bankers associations. It is always a delightful and satisfying experience to join in
the fellowship of these occasions. Meetings such as yours here today are real evidence of
your spirit of <i:— ' : " — " — :

v

F. Raymond Peterson

coop oration
Your presence
shows your

willingness to
work togeth¬
er. This co¬

operative at¬
titude among
bankers has a

far reaching
effect. It

<nakes it pos¬
sible foi» your
state and na¬

tional associ¬
ations to be

important
forces in the

growth, progress, and defense of
chartered banking.
The banks and their associa¬

tions have also demonstrated

many times in recent years an¬
other remarkable capacity. This
is their ability to work together
for the economic good of the
whole country. During the war,
the banks performed vital serv¬
ices for the nation. They chan¬
neled financial resources into the

requirements for victory. They
helped the government finance
its war expenditures by under¬
writing every War Loan drive.
The banks placed much of the na¬

tional debt in the hands of many
millions of people to whom they
sold Savings Bonds end other se¬

curities for the government. They
financed war production indus¬
tries extensively. High govern¬
ment officials publicly congratu¬
lated them for their services and
for the skill with which they met
the financial demands of the war.

*
. 1 1 * •" '( .'; " *■ '

j A Program of Financial
Leadership '

When the war ended, organized
banking undertook another pro¬

gram of financial leadership. This
was the important job of financ¬
ing the reconversion of business
and industry to peacetime opera¬
tion. During the first two postwar
years, the banks increased their
business, industrial, and agricul¬
tural loans outstanding by $8J/2
billion to a total of more than

$18 billion. This additional work¬
ing capital was urgently needed
to finance the postwar reorgani¬
sation of industrial production
lines. Loan-expansion by the
banks made it possible for busi¬
ness and industry to employ and
train labor for peacetime produc¬
tion. It enabled industry to build
inventories for the manufacture
of postwar products. It helped
wholesalers and retailers restock
shelves that were almost empty
at the end of the war. Bank loans
to farmers aided in the produc¬
tion of additional food and fibre
for use at home and for export
to a hungry world. The banks
provided the credit efficiently
and adequately. There was no

need or public demand for loans
from the government.

Throughout the reconversion
period, banking was acutely con¬
cerned by the rising tide of in¬
flation. It was concerned not¬

withstanding the fact that most
of the inflationary pressure was

coming from four sources outside

*An address by Mr. Peterson
before the Arizona Bankers Asso¬

ciation, Phoenix, Ariz., Nov. 8,
1949.

the field oi banking. The main
sources of inflation were: first,
the government's great outlays
lor the armed forces and the sup¬

port of foreign governments; sec¬

ond, the expenditures for housing
and public works; third, the great
increase in industrial and com¬

mercial inventory buying; and
finally, the expenditures of in¬
dustry for new plants and equip¬
ment. C

Bank credit played only a sec¬

ondary role in the inflation pic¬
ture in relation to these power¬

ful initial sources of inflation.

Nevertheless, the banks were

fully aware that they had two
responsibilities. Banking accepted
its responsibilities. The first was

to provide adequate credit, to fi¬
nance increased industrial pro¬
duction— physical production to
satisfy the great demand of con¬
sumers and industry and to ease
the upward pressure on prices.
The second responsibility was to
help ease the pressure of infla¬
tion by rejecting nonproductive
loans and loans for speculation.

During the early months of last
year, banking undertook its vol¬
untary anti-inflation credit con¬

trol program. The ABA and state
bankers associations carried the

program to all banks throughout
the country. Bank loans, which
had been increasing since the end
of the war, levelled off. The suc¬

cess of the voluntary credit con¬
trol program was attested by the
results. During 1948, loans to
business, industry, and agricul¬
ture expanded by only $700 mil¬
lion. This was in sharp contrast
to the $8V2 billion increase ;in
loans during the - previous two
years. The banks received the
commendation of many govern¬
ment officials, including Secre¬
tary of the Treasury Snyder and
members of Congress. .....

: So, during three critical periods
in the nation's recent economic

life, the banks responded prompt¬
ly and adequately to the coun¬

try's credit needs. By their aid in
financing the war, by the compe¬
tence with which they provided
credit for industrial reconversion
after the war, and by their re¬

sponse to the inflation problem,
they demonstrated two important
facts. These facts have been
overlooked too often in the pres¬
sure of recent years for more

government controls over bank
credit and bank reserves.

A Voluntary Policy

The first of these facts is that
these major developments in
bank credit pcliey were volun¬
tary. They were carried out by
the banks in response to the na¬
tion's changing economic status
and its shifting needs for credit;
The leadership which assured
their fulfilment came from with¬
in the banking industry itself.
The credit policies of many thou¬
sands of banks were a coopera¬
tive response to a national prob¬
lem, and they were voluntary.
The second fact brought out by

banking's remarkable record of
recent years is equally impor¬
tant. Chartered banking con¬

vincingly demonstrated that its
credit policies are thoroughly
flexible and adaptable. Nearly
15,000 individual banks through¬
out the country readily directed

their lending-policies to meet the
varied credit needs of govern¬
ment, business, industry, and
agriculture locally and nation^
ally. They did so without regu¬
lations or mandates from the
government, i They keyed their
lending activities in concert with
the needs of. individual borrow¬
ers and of the entire economy.
The banks proved that flexibility
and adaptability in credit policy
is one of the chief values of char¬
tered banking. v; ; / r - i'i.
At the beginning of this year;

the government * still feared that
more inflation was in prospect.
Business and industry, however,
knew that a recession kwas be¬
ginning to get underway. The in¬
dex of business activity deelinedf
slowly at first, but faster through
the spring and summer. Whole¬
sale commodity prices fell>' off;
and farm prices, land prices, and
farm income continued to;•; de¬
crease. Employment slackened by
nearly two ...million. - Wholesale,
retail, and department store sales
declined—in many areas sharply.
The bond market, which long has
been under pressure from liqui¬
dation of government securities,
firmed considerably. This made! it
possible for corporations to bring
out new long term issues under
favorable market conditions, and
i;o place long term loans with in¬
stitutional investors. They used
I he proceeds of new issues to re¬

tire substantial amounts of their
short .term indebtedness to the
banks. :

The Decline in Bank Loans j- i
The net result of this contrac¬

tion in business, production, and
employment, and of the corporate
refunding of bank credit,/; has
been a decrease this year in. bank
loans • outstanding. Of , course;
since August a seasonal rise has
taken place. But in relation to
their levels of a year ago, com¬

mercial, industrial, and agricul¬
tural loans outstanding have been
about $2 billion less recently than
they were a year earlier. Real es¬
tate, security, and consumer
credit loans have continued to

rise, however.

Regardless of how aggressive
banks may be in seeking out com¬
mercial, industrial, and agricul¬
tural loans, they cannot expand
credit unless customers need
loans and are willing to borrow.
In view of the extent of the busi¬
ness decline after the first of this
year and of the perhaps overdrawn
fears of many businesses and in¬
dustries for the future, the de¬
crease in business loans since the
first of the year has been very
moderate. The banks are provid¬
ing the credit that business and

agriculture need.

Throughout the entire postwar
period, government authorities
have shown great interest in bank
credit. There have been a number
of legislative proposals in Wash¬
ington to provide -more and
broadened credit controls. Al¬

though it was clear in January of
this year that a business recession

was beginning, the Administra¬
tion proposed its 11-point anti-
inflation program. The Adminis¬

tration assumed that the coun¬

try's problem this year would be

(Continued on page 38)

From Washington
Ahead of the News

By.CARLISLE BARGERON
i. ft

Carlisle Bargeron

The agreements wHich Phil Murray has signed with practically
all but the lesvs consequential steel companies must be masterful
documents, evolved by; super minds and . put down on, paper by
magical pens. He professes elation and the steel -operators with

whom I have talked express a high degree' of
satisfaction, they not being . men to express
elation and certainly not in the newspapers, j

Mr.v Murray is telling all and sundry and
particularly his members, that it ;s a 12-cents-r
an-hour package they got. That seems all right
by the operators if he wants to call it that. They
tell me privately it is a four-cents package. ' 1

. I certainly don't have all the facts and
figures to determine which is right even" if I
were so statistically minded. .Eut if I were a
steel worker and- a member of Mr;: Murray's
union, I would certainly be looking askance
at him and his leadership;; not that I would be
able to do anything about it, and it is my belief
thai this is just what a great number of these
workers are doing: It will be a long time, in7
deed, before they are able-to make up the more

*

than, a month's wages which they lost.; This time
they don't have any wage increase at all to make up for these lost
wages.'1*"r>'!*'r-v -;V-v..-"- * * ; f

The nev/spapcrs have a way of telling how many millions the
steel companies lost but in the long run I doubt they have lost any-?
thing. They will probably have sold just as much steel over a period
as they would have without the strike. - «-•/•

In the meantime, they have taught the workers and Mr. Murray
a lesson,-itwould seem. Loss of more than a month's work should
have and probably will have quite a salutary effect on them for a
long time. My impression is that conditions being- what they are.
General Motors' management does not regret in the slightest the
more than three months strike v/hieh it experienced some three
years ago. .■■■■v.-.v.v;" ' • 1 '-v'— 5 • J

The utter foolhardiness of Murray's calling his steelworkers on

strike over the thin issue of their contributing to the pension fund
is evidenced in the agreements finally made. Next year, if Congress
passes the liberalized social security .bill as it is expected to-do, the
the steel companies pay only $40 of a $100 monthly pension, rela¬
tively, social security taking care of the rest. The worker does not
contribute to the $40 but he does contribute to the $60. Also, under
the";agreements he contributes to an insurance plan. - / / ./. v \\

There should be a law, some sort of protection against workers
haying to suffer from such pigheaded leadership as they got in this
instance. -vy,/ >/; }
; / A most significant thing in connection with this strike and its
companion coal strike, I think, 'was the absence of "crisis" which
Mr. Murray had counted on to win his case in a week. His timing
was bad in that he called the strike during the World Series. A week
was therefore-killed before the press could get around to having
enough space to work up a "crisis." By then, it seemed they had
difficulty getting into the spirit of the thing. There were some
"crisis" outcries on the part of politicians and unquestionably thou¬
sands of innocent workers were thrown into unemployment. But
the rather general disposition seemed .to be /'crisis;, be damned"
and let the strikers stew in their own juice./Mr. Truman, I think,
deserves a pat on the back for not rushing in. Had he done so he
would unquestionably have bailed Murray out. f : )
/ During a trip through Ohio at the time, I ran into some incon¬

venience by curtailed railroad services. These were due to the coal
strike, however, and I got the distinct impression, substantiated by
some rail officials, that they were taking advantage of the situation
to get rid of, at least temporarily, some unprofitable or not so profit¬
able services.

: V
Of my many admitted qualities, one is not knowledge of how

to operate a railroad but this practice on the part of rail manage¬
ment struck, me as rather shortsighted. They lose traffic which
they don't get back, at a time when they are conducting a cam¬

paign, at considerable expense, against what they call the unfair
competition of the trucking services. • ^ j

If Murray hailed out of his predicament without too much loss
of prestige,, this is not the case of John L. Lewis. It may be that he
will call out his men again at the end of the month if no contract is
signed with the operators, but I doubt it. The fact is that the miners
were drifting back to work before he temporarily called off the coal
strike. For the first time since Roosevelt handed him a revived
miners' organization, on a silver platter this gentleman's hold over
the miners seems shaky, - - . . , . .. .j

They are not the same type of workers as those in the steel mills.
Through disposition and long years of experience they are not averse
to quitting work periodically. This is particularly true of those in
the Southern fields. But this year they have been out of work too
much for their liking. Without any fanfare, mines in communities
where there were strong police forces were reopening when he
ordered them back to work this time. , ....

The operators seem not the slightest concerned about him. They
seem of a mood to let nature take its course. As to what the out¬
come will be there is no way of telling.. But as to this moment those
bushy eyebrows of his are more than usually bristling.

N, Y. Security Dealers
Te Hear Dr. Nourse
The New York Security Dealers

Association announces that Dr.

Edwin G. Nourse, former Chair¬
man of the Council of Economic

Advisers, has accepted their invi¬
tation to make the only address
at the Association's 24th Annual

Dinner, Dec. 9, at the Hotel Pierre.

S. A. Sandeen Co. Adds
ROCKFORD, ILL.—Harold F,

Vaughan has been added to the
staff of S. A. Sandeen & Co., Tal-
cott Building. _ ' '»

'' -
. >

With Olson, Donnerberg -/
ST. LOUIS, MO. — Herbert

Koenig has become connected
with Olson, Donnerberg & Co.,
Inc., 418 Olive Street.
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Roger W. Babson

Outlook for
Small Business

, By ROGER W. BABSON

Commenting on difficulties of
small business because of unions
and government regulations, Mr.
Babson points out what is needed
is more actual service and less

investigation as aid to small busi-
v

ness enterprises. " '

If I believed that American
small business did .not have a

future, I should seriously ques¬
tion the future greatness of Amer¬

ica itself.

This coast-to-

coast nation
of ours is

largely the
product of the
pioneer ing
struggles o f
small busi¬

nessmen and

their families.
Trace back

the history of
almost any of
our- mighty
industrial and
'com mercial

empires.^ You
: , i ... ; will .discover

that the successful .corporation of
today grew in stature slowly, be¬
ginning in some tiny shop or store.
Humble enterprises have been the
acorns, the seed corn of Ameri¬
can success. There was magic in
the American . formula: . Start

small, learn .'-i as you earn, plow
back profits, make the business
pay itsway.:[

Our basic system of private en¬

terprise and individual opportu¬
nity has created in this country
the. spiritual ,"climate" that stim¬
ulated record-breaking progress.
Even those millions of worthy
men and women who chose to

work for others became superior
employees through knowing they
always were free to "go on your
own and be your own boss" The
fundamental American attitude of

liberty, initiative and individual¬
ism, has generated an unequalled
economic productivity.

Wanted: More Than Kind Words

Everybody apparently is glad
to give small business a big hand;
but only a few members of this

friendly cheering-section- seem

prepared to offer specific helps.

What, then, are some of the real,
concrete, immediate; aids which
would most assist small business¬

men to carry on their arduous and

essential activities? Let me give
two simple illustrations:
I have a letter from a small

operator in the coal fields. He

employs about twenty men. He is

trying to do his best for them. He

says that they personally are satis¬
fied with their wages, working
conditions and other factors in

their employment. He knows all

bis men by their first names and

he is friendly with their families.

If undisturbed by government and
union officials, all would be

happy.

Will Unions IIclp or Hurt?
- However, on top of all govern¬
ment regulations the union chief¬

tains are now pressing demands

which, he feels, are beyond his

ability to meet and still stay in
business. Now here is his ques¬

tion: "Wrhy cannot the unions

scale their 'take' so that an em¬

ployer will pay in proportion to

fcis volume of business, T number,

employed, or some other differ¬

ential?" That is what this small

operator' is asking. It sounds
sensible to me.

, - r
Another report < and recom¬

mendation comes from a small
manufacturer of metal specialties.
He writes that government corn-
tractors • tend to place with the
smaller shop only a variety of
trifling short orders. But for ef¬
ficient handling any - concern

needs a reasonably long run. To
make a profit, after adequate tool¬

ing up. and devising new methods,
takes time. Many of the smaller

shops, I am informed, 'lack the
immensely diversified equipment
and experience necessary . to take
care of an endless hodgepodge;.of

experimental knick-knacks.,

Less Surveys and More Service

In political speeches, our gov¬

ernmental big-wigs are loud: in

applause for small business. ,Tn

actual practice", the government

confronts the little businessman

with a maze '» of barbwire en¬

tanglements. The government not
only bleeds him with extortionate

requirements, but applies these
with legalistic red tape that is all
but unintelligible to anybody but
a Philadelphia lawyer.
Ostensibly to serve small busi¬

ness, the government :has encour¬
aged the setting-up of commis¬
sions, * conlmitteesf, councils, au¬

thorities,- advisers* administra-
tioiis, offices, agencies. . It has: ex¬
hausted both the alphabet and the

patience of the businessman who

is compelled to pay the bills for

this costly nonsense: Small busi¬
ness in America today is not seek¬

ing a hand-out, but a hand-up. It
is tired of filing blanks instead

of ifiling firm and profitable or¬

ders. Speaking as one who got

his own basic i training in the

smlail-business' field, I urge the
government to let up on the ques¬

tions for a spell; and instead to

give .small business a few sorely
needed answers.

Grants Bolivia $16 Million Loaa
The board of directors of the Export-Import Bank has authorized

a credit to the Bolivian Government to finance two-thirds of the
cost of completing the Cochabamba-Santa Cruz highway up to a
maximum of SI6 million. <S>- —

Construction of the highway
was begun by the Bolivian De¬
velopment Corporation, an agency
of the Bolivian Government, in
1944 in accordance with the rec¬

ommendations of the' United
States economic mission organized
by the State Department at the
request of the Bolivian Govern¬
ment to' prepare a program for
the development of the Bolivian
economy. Following the report
of this mission in 1942, the Ex¬
port-Import Bank extended a

credit of .$15,500 000 to the Bo¬
livian Government of which $10
million, along with funds supplied
from Bolivian sources, were to be
used to finance the construction
of the Cochabamba-Santa Cruz

highway.'
.. v"'

, v :; .

Construction of the highway is
a major1 engineering and con-^
struction job involving 300 miles

of previously unsurveyed terri¬
tory and the crossing of several
of the main ranges of the Andes.
Detailed construction plans for
the remainder of the highway and
estimates of the cost of the re¬

maining construction were com¬

pleted last year by the United
States Public Roads Administra¬
tion and arrangements have now

been made for financing the work
from funds supplied by the Bo¬
livian Government together with
the supplemental Export-Import
Bank credit.

Under the terms of the credit
the Bolivian Development Cor¬
poration will enter into contracts
with a United States engineering
firm and a United States con¬

struction firm to supervise and to
execute the remaining construc¬
tion work.

New Issue v

|s fS i.'vV' , $20,000,000^;
; : '/..v :•;•.■■■.. . t . ' ; ;. • \ •: ' • v'i. •• : .• ■'

Department of Water and Power of The City of Los Angeles
Water Works Revenue Bonds, Issue of 1949

Dated November 1, 1949 Due November 1, 1950-89, incl.

„ , v Payable, both as to principal and interest, solely from theWater Revenue Fund established by the Charter of
, . The City of Los Angeles in which are required to be deposited all revenues in connection with the

j operation of the water works of the City.; '

Bondsmaturing on or prior to November 1, 1954 are not subject to prior redemption. Bonds maturing November 1,1955 and thereafter
may be redeemed, in whole or in part, at the option of the Department, in such manner as it may elect, on November 1, 1952, and on
any interest payment date thereafter prior to maturity upon 30 days' pirior published notice at 100%% plus % of 1% for each twelve
months' period, or fraction thereof, from the date of redemption to the maturity date of such Bond, but not exceeding 103%, plus, in
each case, accrued interestV'/v''".':;. *. ". - ... Lj . :v ;■.

Coupon bonds in denomination of $1,000 each, registerable as to principal only or as to both principal and interest. Principal and semi-
annual interest (May 1 and November 1) payable in lawful money of the United States ofAmerica at the office of the

; • :; Treasurer of the City, in The City of Los Angeles, or, at the option of the holder, collectible at o

; • ;; s_: -I ) the current official bank of the Department in The City of New York. :,; i; \ ■ > ; 1 .

Interest exempt, in the opinion of counsel, from Federal Income Taxes under the existing statutes.
Interest exempt from taxation under existing Income Tax Laws of the State of California,

Maturities

1950-54, incl.
1955-57, incl.
1958-59, incl.
1960-62, incl.

Coupon Approx. Yield
Rate to Maturity

6% 0.50-0.95%
U/4 1.10-1.30

n/2 S 1.40-1.50

1% 1.60-1.80

(according to maturity;

Maturities

1963-68, incl.

1969-78, incl.

1979-89, incl.

Coupon
Rate

2 %

2Vi

2%

Approx. Yield
to Maturity

1.90-2.15%
2.20-2.45

2.50-2.55

These Bonds are offered if, as and when issued and delivered and subject to the approval of all legal proceedings by Messrs. O'Melveny
& Myers, Los Angeles, Calif, and Stephen B. Robinson, Los. Angeles, Calif., Bond Counsel for the Department, Ray L. Chesebro,
City Attorney of The City of Los Angeles, and Gilmore Tillman, Chief Assistant City Attorney for Water and Power of The City of
Los Angeles. It is expected that delivery of temporary bonds of the Department will be made on or about November 23, 1949.

For further information relating to the Department ofWater and Power of The City of Los Angeles, its water
. operations and earnings, and for a more complete description of these Bonds and the provisions with

respect thereto, reference is made to the Official Statement of the Department, dated November 15, 1949,
which should be readprior to anypurchase of these Bonds. Copies ofsuch Official Statementmay be obtained
from only such of the underwriters, including the undersigned as may legally offer these Bonds in such state.

Harriman Ripley & Co. ; Blyth & Co., Inc. Smith, Barney & Co. Kidder, Peabody & Co. R. H. Moulton & Company
. Incorporated \

White, Weld & Co. < A. C. Allyn and Company R. W. Pressprich & Co. Weeden & Co.
Incorporated Incorporated

Alex. Brown & Sons Stifel, Nicolaus & Company Hornblower & Weeks W. E. Hutton & Co.
j Incorporated

Dean Witter & Co. Kaiser & Co. G. H. Walker & Co. Dominick & Dominick Hirsch & Co.

Shearson, Hammill & Co. Chas. E. Weigold & Co.
Incorporated .

Martin, Burns & Corbett, Inc. Robert W. Baird & Co.
■ ' *

Incorporated

Whiting, Weeks & Stubbs The Illinois Company

Hayden, Miller & Co.

November 16, 1949.
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Getting Sales Results With Mutual Ponds
By DOUGLAS LAIRD*

Vice-President and Director, National Securities and Research Corp.

Asserting too much emphasis is, placed on analysis of mutual funds and too little attention given to
their marketing, Mr. Laird lays down as four cornerstones of successful salesmanship: (1) the sales¬
man lumself; (2) the product; (3) the market; and (4) salesmanship. Outlines as steps in sales¬
manship: (1) getting attention; (2) creating interest; (3) arousing desire, and getting action. Cau¬
tions against confusing client with too much statistical data and urges selling "what the funds do and

not how they do it/' Expresses optimism on growth of mutual funds.

My reason for taking this opportunity of talking to you on the subject of "Getting Sales
Results With Mutual Funds" is because the industry has developed to a point where it is
beginning to receive public acceptance. A long hard battle has been fought for .the past
25 years but it
has only been
since the In-

vestment

Company Act
of liHtO, passed
b y Congress,
that mutual

funds have

really begun
to grow, as

they so richly
deserve. Only
a few years

ago most of,
the large un-
d erwr i t i n g
houses and
stock ex¬

change firms knew

Douglas Laird

little about

very clear. There is too much em¬
phasis on analysis of mutual funds,
die statistics in connection with
them, and too little knowledge of
the markets that shares have to
be placed in and the merchandis¬
ing procedure and skills necessary
to make such sales. To put it
bluntly, the same factor that is
holding back many other indus¬
tries in America today is seriously
retarding the distribution of mu¬
tual fund shares. That factor is
lack of salesmanship.
During the war the greatest

salesman in American was "scar¬

city." The demand was so much
greater than the supply for most
goods and services that salesman-

mutual funds and frequently *hiP was almost unnecessary, and
damned them with little or no we know that any faculty that is
praise when the subject was not exercised becomes atrophied,
brought up by their customers, j Salesmanship is one of the factors
Today, mutual fund shares are1 that has made America fabulous
recognized and sold by some of j and it is the responsibility and
the largest underwriting houses1 obligation of everybody in busi-
and member firms throughout the ness to see that their abilities for
United States, and a vast amount distributing goods are equally as
of literature and publicity is grad- j good as their abilities to produce
ually educating the public. Thus goods. The "better-mouse-trap"
we are beginning to see the first theory is a myth. ;

on the horizon! PUbl'C acceptance ^ Four Cornerstones of Successful
bales > a.

Not very long ago in New York
I was privileged to hear a talk
given by Mr. Kettering who is
General Motors' wizard of research
and to whom we owe many of the
accepted conveniences and com¬

forts in the modern motor car, not
the least of these being the self-
starter. I mention this one great

With these few remarks I will

get down to the subject of this
meeting. First of all I want to
say that there arp Fpur Corner¬
stones of Successful Salesmanship.
The first is the Man. Is he a

salesman? Far too many people
can understand why it takes eight

contribution of Mr. Kettering's be- years to become a doctor, four
cause I think it is one of the most

necessary characteristics of a good
salesman. He should be a self-
starter.

In discussing tne problems of re-

years or more to be a lawyer, an
.•ngineer, a chemist, or to learn
other skills or professions but fail
to appreciate that the art of sales¬
manship requires at least some

education and practice as well assearch and the marketing of new eaacat on andua* weU as
things,'Mr. Kettering said: "The ,riatural capabilities for the job.

- In a way all of us are salesmen—
good, bad, or indifferent. We all
have something to sell to the
world, but only some of us have

difficulty in getting people to ac¬

cept new things is that they look
at them in terms of the old." All of
us who have been on the front
lines of the battle for the accept¬
ance of mutual funds know that
in most cases our difficulty in

the art of salesmanship to offer.
The first thing, therefore, is to
find out whether you should or

getting a proper understanding 0f ^ should not_ be in the selling pro-
mutual funds has been that manyVfession. Here are a few simple
inside the investment business as*- ^ou can aPP^ to your-
well as investors themselves have
resisted the acceptance of mutual Are y°u able to convince people
funds because they were looking with regard to things you feel
at them in terms of the old—the strongly about? Is your informa-
way securities were formerly sold
to large investors.
I am not going to take any time

this afternoon to discuss what mu¬
tual funds are as I think we have
come to a pomt in the business
where most, people distributing
mutual funds, or trying to do so,
have a suff'cientlv dear idea of
what the mutual fund is and what
it is supposed to do and how it is
supposed to function. My particu¬
lar interest is in trving to make
a contribution to the profitable
distribution of mutual funds by
those who believe in +hom and see

the important nlace-they ran oc¬

cupy in the efficient mwra^ming
of investors' account*. Jn too

many Drms in America today the
time, effort, and attention given
to mutual frn^s is f^»r cut cf line
with the result* that, are being
obtained. Mutual fu^d depart¬
ments are set -n. mcney is spent
for soace. facUit'es. ani advertis¬
ing all out of proportion to sales.
In most cases the explanation is

*A t*lk by Mr. at Spo¬
kane, Wash., Nov. 1, 1949.

tion sound and your presentation
appealing and effective? Do you

enjoy meeting people? Are you
an extrovert rather than in intro¬
vert? It is difficult to be a sales¬

man unless you like meeting peo¬
ple and unless you can get along
with them. Are you mentally alert?
Do you have ideas? Can you per¬
suade people to do what you want
them to do? Can you make a

story interesting and attractive?
Are you pleasant, energetic, sin¬
cere, self-confident, enthusiastic,
tactful, reliable, and above all
convincing?

( Do you believe in
what you are doing?
I am sometimes asked whether

salesmen are born or whether you
can learn the art of selling. Well,
of course, there are born sales¬
men just as there are born mu¬

sicians and born doctors, etc., but
certainly there are few prodigies.
Every now and again you hear
of some child who can lead an

orchestra or compose a symphony.
He makes the headlines, and he
is one in a million. But most
musicians get to the top the hard
way only after long years of study

Deale r-Broker Investment

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

'

to send interested parties the following literature'.

Department Stores — Study of
their outlook—H. Hentz & Co., 60
Beaver Street, New York 4, N. Y.

and practice.. They have the
fundamental gift and the: ability
Put they must work hard to reach
and maintain a place near the top.
So it is with selling. There are
a few stars. These few are able
to succeed easily and well be¬
cause, as Mae West says, "they
just do the thing that comes na¬

turally to them." In any case, if
you want to be in the selling pro¬
fession and you think you have
the basic qualities, don't be down¬
hearted if you are not immediately
successful. You have to study and
work to learn the art of salesman¬

ship. You have to think, act,

look, talk and expect success. A
friend of mine told me about a

visit he had made to the campus

of the University of Utah. It
seems that the place where the
boys went to obtain athletic
equipment was run by an /6x-
army sergeant who was tough and
efficient but had not had too. much
education. jAbove.. the . counter
where this equipment was hand¬
ed out he had a rudely drawn
sign which read: "We furnish
athletic equipment here only .

not guts. If you are going to suc¬
ceed in athaletics you will have
to furnish them yourself." Of
course what this chap was trying
to point out was that if these kids
wanted to be successful at sports,
they .had to supply the, neces¬
sary qualities, the guts. ' And so
it is in salesmanship. You can
have all the books in the world
and learn all the theory, but un¬
less you have the capabilities, the
desire to succeed and the guts to
follow through,^ you - probably
should not be in the selling game.

The Second Cornerstone is, the
Product. We can pass this over

very briefly. You should have a

good product; you should know
your product well; you should
understand its uses and particu¬
larly what these uses mean to the
buyer, and you should only know
enough about competition for
comparative sales purposes. It is
a poor salesman who spends time
talking about his; competitor in¬
stead of talking about the attrac¬
tive features of the thing that he
has to sell. . Remember, in the
sales game you are paid for being
a salesman, for bringing in or¬
ders, not for being a factory 'man
or an educator and discussing the
technical details of the product.
Automobiles are sold by pointing
cut their beauty. and comfort,
their speed, their power, the de¬
sirable features r to the buyer.
Only a small percentage is sold
by a discussion of the technical
engineering features. Your job is
to be a salesman and not an an¬

alyst. Your clients are interested
in what mutual funds will do for

them, not how it is done.
The Third Cornerstone of .sellr

ing is the market. There must be
people who should buy a product
or there is no point in manufac¬
turing it. Unless there is a real
economic justification lor a prod¬
uct or service, it is almost bound
to die on the vine regardless of
the amount of effort .that's put
behind it. In the case of mutual
fund shares we can truly say that
there is a great economic neces¬

sity for mutual funds and that
they have a tremendous value to
investors. Our job is to make this
rlear. Ibe market is really un¬

limited. The total personal liquid

(Continued on page 35)

1950-1952 — The Next Three

Years in the Treasury Security
Market—Study—Aubrey G. Lan-
ston & Co., Inc., 15 Broad Street,
New York 5, N. Y.

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

"

♦ , - ♦ *

Alberta Oils—Circular—Watt &

Watt, 6 Jordan Street, Toronto,
Ont., Canada. .

Balatoc Mining Co.—Analysis—^
Martin Judge, Jr., Lauterwasser &
Co., 145 Sutter Street, San. Fran¬
cisco 4, Calif. , ;

Boston Insurance Company—
Study—The First Boston Corpo¬
ration, 100 Broadway, New York
5, N. Y.

Canada Cement Co.—Circular—^

Hugh Mackay & Co., 235 St.
James Street, W., Montreal, Que.;
Canada. . i

Canadian Breweries, Ltd.—Cir¬
cular—G. E. Leslie & Co., 360 St.
Jam^s St., W., Montreal, Que.,
Canada. ^ :

Electric Auto-Lite— Circular—

Herzfield & Stern, 30 Broad
Street, New York 4, N. Y/

Kohl-Hold Manufacturing Com¬
pany — Special Report — Mercer
Hicks Corporation, 72 Wall Street,
New York 5, N. Y. :,'o:

Mexican Eagle Oil—Memoran¬
dum — Zippin & Company, 208
South La Salle Street, Chicago 4,
111. > \ ,

Mountain Fuel Supply Co.—
Circular—Fridley & Hess,- First
National Bank Building, Houston
2, Tex. :
Also available is a circular on

Transcontinental Gas Pipe Line
Corp.

"

New Dickenson Mines—Circular
Brewis & - White, 40 Adelaide
Street, West, Toronto, Ont., Can¬
ada.

New England Public Service Co,
—Booklet' discussing interesting
"workout" situation available for
institutions and dealers — Ira

Haupt & Co., Ill Broadway, New
York 6, N. Y.

Niagara Mohawk Power Corp.—
Circular—Schoellkopf, Hutton &
Pomeroy, 70 Niagara Street, Buf¬
falo 2, N. Y.

North River Insurance Co.—
Circular—First Securities Co. of
Chicago, 134 South La Salle
Street, Chicago 3, 111.

Oakville Wood Specialties—
Circular—Harrison & Co., 66
King Street, West, Toronto, Ont.,
Canada.

Old Town Ribbon & Carbon Co.

—Analysis—Weston W. Adams &
Co., 55 Kilby Street, Boston 9,
Mass.

Rockwell Manufacturing Co.—
Circular—Hecker & Co.. Liberty
Trust Building, Philadelphia 7, Pa.

Texas Utilities Company—Sum¬
mary and Analysis—Geyer & Co.,
Incorporated, 63 Wall Street, New
York 5, N. Y.
Also available is a memoran¬

dum on American Power & Light
Company, and of Rochester Gas &
Electric. '4v;

Advocates Registration of Private Placements :
Harold L. Stuart, President of Halsey, Stuart & Co., tells House
subcommittee if registration were required, there would be more
incentive for corporations to sell securities through competitive bids.
In testimony presented to a subcommittee of the House Judiciary

Committee, headed by Rep. Emanuel Celler of New York on Nov. 9,
Harold L. Stuart, President of Halsey, Stuart & Co., Investment bank¬
ers of Chicago, strongly urged that all corporations placing issues
of securities privately be required^ j *'

these private sales deprive us and
all other investment bankers of
securities to sell, that we do not
object to private sales, and if the
private sale should continue, it
might be to a point where the in¬
vestment banker would lose his
economic usefulness."

to register the offering with the
Securities and Exchange Commis¬
sion. Mr. Stuart estimated that
more than $3 billion of new se¬
curities were sold, in first eight
months of 1948, mostly to a few
large insurance companies and
therefore were not registered with
the SEC. He maintained that if
the same securities were offered

through competitive bidding, the
issuing- corporations would have
received higher prices for the
issues. 1

« "We have never raised any ob¬
jection—and we do not raise an
objection—to the private sale of
securities, even though we are in
the business," Mr. Stuart told the
Committee. "What we do object
to is that those securities which
the insurance companies can buy;
direct do not have to be regis¬
tered, while we buy the same se¬
curities and resell them and they
have to be registered. But it has
been our point of view and it still
is, that the insurance companies,
having these funds, have a right
to do with the money whatever
they choose to put it into." And
he added later in his testimony:
"I want to make it absolutely

clear, that I am not here for that
purpose [of protecting the invest¬
ment business], and even though

COMING

EVENTS
In Investment Field

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

June 5-8, 1950 (Canada)
Investment Dealers Association

of Canada 34th Annual Meeting at
the Seigniory Club, Montebello,
Quebec.

Sept. 26-30, 1950 (Virginia Beach,
Va.)
Annual Convention of the Na¬

tional Security Traders Associa¬
tion at the Cavalier Hotel.
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an offer to buy any of these securities. The offering is made only by the Prospectus.

NEW ISSUE ' >V-: A.,'

50,000 Shares

Clinton Foods Inc
(Formerly Clinton Industries, Inc.)

4/4% Cumulative Convertible Preferred Stock
($100 par value) \

W. E. Hutton 8C Co.
. Kebbon, McCormick & Co.

Laurence M. Marks 8C Co. F. S. Moseley 8C Co.

Riter 8C Co. E. H. Rollins & Sons
Incorporated

Lee Higginson Corporation

Reynolds & Co. /
November 16, 1949

'Chairman McCabe Wants No, Change in Gold
Value; Advocates Increasing Fed. Res. Powers
In answer to quesiionnaire by Joint Committee on the Economic Re¬
port, Federal Reserve Chief says Board's control over money and
every class of credit should be amplified and extended to cover all ,

' commercial banks. Advocates direct loans to small business by ■{

I Reserve Banks. Favors margin loans on unlisted securities.' />
In response to a questionnaire submitted to him along with other

government officials, economists and; bankers, Thomas B. McCabe!
Chairman of the -, Federal Reserve Board, submitted an elaborate
statement of his views on monetary, and credit policies.; This state-?

Thomas B. McCabe

ment along,
with others,
was recently
made public
in a printed
document is¬
sued by the
Congressional
Committee on

the Economic

Report. B e-
cause of the

! length and
detail of

Chairman Mc-
! Cabe's report
we are able to

publish below
only such por¬
tions as deal directly with mone¬

tary and credit policies and re¬
lated topics.

Objectives of Federal Reserve

Policy %

In reply to the question as to
what should be the most impor¬
tant purposes and functions of
Federal monetary and credit
agencies, and what should be per¬
formed by the Federal Reserve,
Mr. McCabe stated:
"The principal purposes and

functions of the various Federal

monetary and credit agencies,
taken collectively, may be stated
broadly as follows:

(1) To accommodate commerce,
industry, and agriculture by as¬

suring an adequate but not ex¬

cessive volume of money and
credit at rates of interest appro¬
priate to the general welfare of
the economy.

, "(2) To pfeserve confidence, so
far as these agencies can con¬

tribute to that end, in the coun¬

try's money and in the financial
institutions in which the savings
of the people are invested.

.4 "(3) To maintain a valid rate
of foreign exchange appropriate to
the position of the American
economy in the world economy.

"(4) To foster continued
strengthening of the democratic
system and its related economic
institutions b,y encouraging maxi¬
mum reliance on private banking
and other lending institutions.

"(5) To promote active and ef¬
fective competition' among lend¬
ers. J f- f

"(6) To assist in formulating
and carrying out government eco¬
nomic policies which are consist¬
ent with the Employment Act of
1946.

"(7) To contribute, through
participating in the formulation of
international economic policies, to
the solution of international mon¬

etary and economic problems." .

The Price of Gold

Replying to the questions: "Un¬
der what conditions and for what

purposes should the price of gold
be altered? What consideration
should be given to the volume of
gold production and the-profits
of gold mining? What effect
would an increase in the price of
gold have on the effectiveness of
Federal Reserve policy and on the
division of power over monetary
and credit conditions between the
Federal Reserve and the Treas¬

ury?" Mr. McCabe noted as fol¬
lows:

"An increase in the price that
the United States pays for gold
would have two major monetary
results aside from dangerous psy¬

chological repercussions: (1) The
amount of the increase with re-

a¬

spect to any gold purchased would
provide monetary- aid. from the
American economy: as a whole to
producers of gold (largely for¬
eign) and to foreign countries
selling gold from accumulated
stocks. (2) A corresponding addi¬
tion (again with respect to gold
purchases) would be made to bank
reserves, which would provide the
basis for a manifold expansion of
credit that might be highly infla¬
tionary
"As to the first result, an in¬

crease in the price of gold would
provide additional dollars to for¬
eign countries without reference
to the needs of the recipients. The
extending of grants or credits, in
such amounts as are in conform¬

ity with the real needs of the
countries receiving them and are
in the interest of the United

States, is far better than increas¬
ing the price of gold as a means
of providing any additional dol¬
lars needed. The United States is
thus able to select the countries
and the periods of time for which
such aid would be given.
"Concerning the second result,

this country has no shortage of
money. In fact, there is an
abundance of gold reserves, on the
basis of which additional money

could be readily created by mone¬
tary and fiscal action. Increasing
the price of gold is a deceptively
easy, as well as potentially dan¬
gerous, way for the Treasury to
provide more dollars for foreign
aid (by buying foreign gold) or
for domestic purposes (by buying
domestic gold or by revaluing its
existing stock) witnout having to
raise taxes or to borrow. Such an

arbitrary creation of more dollars
is as inflationary as would be the
arbitrary creation of an equal
amount of 'greenbacks' and more

inflationary than Treasury bor¬
rowing of a corresponding amount
from the banking system. This
country should not resort to such
potentially harmful means of rais¬
ing funds.
"Any change in the dollar price

of gold, either up or down, would
have the following important ef¬
fects: (1) Unless accompanied by
a proportionate change in the
price of gold in terms of all other
currencies, it would dislocate the
entire pattern of foreign-exchange
rates; (2) it would change the
dollar value of existing gold re¬

serves, both at home and abroad;
(3) it would alter the profitabil¬
ity, and thus the level of produc¬
tion, of the gold-mining industry;
(4) it would change the dollar
value of this country's gold stock
apd all future additions to it, and
thus be a, basis of monetary ex¬

pansion or contraction; and (5) it
would constitute a major change
in United States monetary policy,
with unforeseeable psychological
effects. In what follows each of
these effects is discussed.

"(1) Unilateral changes in a

country's price of gold have in
the past been a means of altering
exchange rates, and thus have
served to adjust disparities be¬
tween commodity price levels in
that country and in the outside
world. For example, if commodity
prices and costs in a given coun¬

try are too high in relation to
those in the outside world, it
might help to restore equilibrium
by raising the price of gold in that
country's currency, i.e., by depre¬
ciating its currency in terms of
gold and also of such foreign cur-

(Continued on page 27)

Product of Free Enterprise
By J. HOWARD FEW*

% \ . 4u » Director and former President, Sun Oil Company

' - Prominent oil executive recounts remarkable progress of American oil industry and ascribes it to incen¬
tives and opportunities arising under free enterpriss system. Says oil prices have been kept down by

. competition and, when depreciation of dollar's purchasing power is considered, profits in war and post¬
war years are lower than in previous times. Says corporate profits are clistorted and points out, because

♦■'■of insufficient allowances for depreciation, non-financial industries in last two years have overpaid Fed*
era! income taxes by over $11 billion. ' Sees serious threat to industry due to inadequate depreciations

, ; ' and replacement reserves,
When Mr. Boyd advised me of this award and that. I was expected to respond, I was

far from sura that there was anything I could say which would be appropriate on this
occasion. Then it occurred to me that the greatest contribution that I could make would
- ■

•. be that oi<*> —; — ? —-— : »•

acting as a

Af| philosophy
and purpose

J. Howard Pew ®f tllOSG .neil
. u.; who laid the

foundations on which this great
industry of ours has developed. 1

r While in my early thirties, I
was surprised and flattered, one

day back in 1917, when I received
a letter from A. C. Bedford, in¬
viting me to become a member of
the National Petroleum War
Service Committee. Up until that
time I had acquired some knowl-

*An address by Mr. Pew before
the American Petroleum Institute
on occasion of receiving an award
Chicago, 111., Nov. 9, 1949. ^

edge of refining and transporta¬
tion, but new little or nothing
about what made this industry
'dck. ' '

All of this I was shortly to
learn by my contacts with the
great minds of those who served
on this War Service Committee.
Headed by A. C. Bedford, Chair¬
man of the Standard Oil Com¬

pany of New Jersey—the greatest
business statesman that I have
ever known—the Committee In¬
cludedV such men as Edward

Prizer, R. D. Benson, ,T. W. Van
Dyke, E. W. Clark, George S.
Davison, J. C. Donnell, H. E.
Felton,,. E. C. Lufkin and Walter
C. Teagle. Never before or since
could any industry boast such an

array of great men. They were

magnificent, yf' ' • • :f'"■; /'1 f
From these men I got my first

conception of the responsibilities
of oil business leadership—and
they had a keen consciousness of
the responsibility of industry to
serve, in its broadest sense, the
public Welfare. Their principles
stemmed, always, from the basic
premise that, human freedom —

freedom of choice and action for

the individual—must be preserved
at all costs. ' f

They understood the roles that
individual freedom and oppor¬
tunity had played in the devel¬
opment of our industry and knew
that a free market was not only
an essential part4 of all human
freedom but was essential to the
satisfaction of all human needs.
"

By a free market, they com¬
prehended the free exchange of
goods at prices the public is will¬
ing to pay, the free exchange of
money with a value convertible
in gold, free interest rates re¬

sponsive only to the needs of
commerce and finance, freedom
of men to work and liv£%here
they desired, freedom of choice
for consumers and an operr door
of opportunity for all with!talent
and ability to enter our mdtastry
and. progress with it; they knew
that any intervention by^govern-
ment or any other outside force
would destroy a free malfcet.
These men practiced aftd* en¬

couraged open competition, which
is the key-stone of a free^market.
No one of them ever assumed a

divine right to a share and place
(Continued on page?39)

The Prospectus may be obtained in any State in which this announce¬
ment is circulated from only such of the undersigned and other dealers
or brokers as may lawfully offer these securities in such State.

Merrill Lynch, Pierce, Fenner & Beane

Shields & Company

Bear, Stearns 8C Co.

Hayden, Stone 8C Co.

Hornblower 8C Weeks

Newhard, Cook & Co.

A. C. Allyn and Company ; Robert W. Baird 8i Co.
Incorporated Incorporated

A. G. Becker 8i Co. t t Central Republic Company
Incorporated (Incorporated)

Hemphill, Noyes, Graham, Parsons & Co.
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J. Howard McGrath

McGrath for Unrestricted Market in Financing
In address at Chicago, U. S. Attorney General says those who desire
advantages of cheaper financing to borrowers must be protected

against collusive business arrangements.

Speaking to executives of finance companies at the 16th Annual
Convention of the American Finance Conference in Chicago on Nov.
15, Attorney General J.l Howard McGrath, defended the Justice
Department's suit against 17 investment banking houses, declaring
that the pub¬
lic is entitled

to secure its

financing, in
an unrestrict¬

ed market.
■"Those busi¬

nessmen who

desire to bring
the a d v a n-

tagesofcheap¬
er f i n a ncing
to the bor¬

rower," he
said "must be

protected in
their right to
remain in
business free
Pom the oppression of organized
competitors whose collusive busi¬
ness arrangements they chal¬
lenge,
Referring to the suit against the

banking houses, Mr. McGrath
stated: .

^

"In October of 1947, the De¬
partment filed a civil complaint in
the Southern District of New

York, charging 17 investment
banking firms with a conspiracy
to restrain and to monopolize the
securities business in this coun¬

try by restricting, controlling, and
fixing the channels and methods
through which security issues are

merchandised, and the prices and
terms and conditions upon which
such issues are sold.

"The complaint charges, among
other things, that the defendants
agreed to eliminate competition
among themselves in the market¬
ing of some fourteen and one half
billions of dollars worth of se¬

curities. The complaint alleges
that the defendant banking firms
denied to competitive banks and
other marketing instrumentalities
the opportunity to engage in the
business of selling security issues.
; "In alleging the effects of the
conspiracy the complaint states
that because of the defendants'

■conduct, - • -v Y'v'V.'
"

Investment bankers other
than defendant banking-firms
have been arbitrarily deprived of
opportunities to manage and par¬

ticipate in the merchandising of
security issues, or have been per¬
mitted to participate in such mer¬

chandising only at the sufferance
of defendant banking firms. J :
•" 'Security dealers have been
arbitrarily excluded from retail¬

ing securities merchandised
through defendant banking firms
or permitted to deal in such se¬
curities only at the sufferance of
and on the noncompetitive terms
and conditions dictated by defen¬
dant banking firms.: : r

"

'Industrial and commercial

enterprises, including public util¬
ities and railroad companies, op-
crating on capital supplied by the
investing public, have been com¬

pelled to adopt and pursue finan¬
cial policies and programs and to
conduct ordinary business activi¬
ties in; accordance with' the arbi¬

trary dictates of defendant bank¬
ing firms. ■ :• vY-f'
"
'Defendant banking firms, by,

their control of the securities

business, have been able to sub¬
stitute banker direction of indus¬

try and business for industrial
and business management, with
the result that industrial initiative
and enterprise have been discour¬
aged and new business develop¬
ments retarded. ; v;-V
"
'Defendant banking firms, for

their own profit and advantage,
have given preferential access to
the markets for new capital to
those businesses with which they
have had long-established rela¬
tionships, and have hindered or

prevented the financing and
growth of small or competing
businesses.' '« " •

"The government asks the court
to grant the relief necessary to
bring to borrowers, ' and to in¬
vestors, the benefits of a free se¬

curities market.

"The government also asks the
court to protect the right of both
the borrower and the independent
security marketer to conduct their
businesses free of the arbitrary
interference imposed upon them
by the defendant investment
banking firms.
"The case is set for an early

trial,
. -

.

"Those who have an interest in
distortion, have represented that
ther Investment Banking case afc
tacks the capitalistic system and
throttles free enterprise. With this
brief summary of the subject mat¬
ter and purposes of the suit, I
leave to your judgment both the
soundness of this criticism, and
the propriety of the action as a

part of our essential defense of
economic and political liberties."

An issue of 50,000 shares of Clinton Foods, Inc. (formerly Clinton
Industries, Inc.) 4*/?% cumulative convertible preferred stock ,($100
par) was publicly offered yesterday at $100% per share and accrued
dividends, the net proceeds to be used to pay loans and accounts pay¬
able (obligations of Snow Cropj'C>-
Marketers, Inc.-and Juice Indus^
tries. Inc., both wholly-owned'
subsidiaries), and for working
capital, etc. This issue-was under¬
written by Merrill Lynch, Pierce;
Fenner & Beans, of New York,
N. Y., and Newhard, Cook & Co.;
of St; Louis. Clinton Foods will
also place privately with an insur¬
ance firm an additional $2,500,000
of bonds.

# # , # T

Dempsey - Tegeler & Co.,
Newhard, Cook <fc Co., Rein-
holdt & Gardner, Barrett, Fitch
& Co*, Inc., Smith, Moore & Co.,
Stix & Co, and Metropolitan St.!
Louis Co. -participated in the:
underwriting of an offering off
725,567-shares of Central and
South West Corp. common stock

■ (par $5) at $12% per share to
the common stockholders of the

utility ^ firm. Subscription war-'

rants will expire at 3 p.m. on
Nov. IS.;.:.v V..

'VjV, 1 '■ '•

Net earnings of "American In¬
vestment Co. of Illinois, St. Louis,
for the nine months ended Sept
30, 1949, after income taxes*1 to¬
taled $2,881,375, or $2.13 per com¬
mon share, as compared with $1,-
976,586, . or $1.60 . per common
share for the like period in 1948.
At Sept 30, 1949, the company's
installment notes receivable

amounted to $59,050,246,: an in¬
crease of 35% over the $43,755,154

outstanding; at the same date. in
1948. Total loan voiume for the
1949 period totaled $72;516,065 as

against $53,831,974 for the first
three quarters of last year.

ri-fr

An issue of 150,006 shares of

H cumulative preferred stock

(no par value) of Union Elec¬

tric^ Co;, of Missouri has been

underwritten by a group of un¬

derwriters who on Nov. 3 pub-

licy offered this issue at $102.56

per share, plus accrued divi¬

dends from Aug. 15, 1949. The

net proceeds are to be applied

toward the cost of the construc¬

tion program of the company's

system. The consolidated net

income after all charges and: in-

come taxes amounted for the 12

months ended June 30, 1949 to

$12,452,885, which , compares

with a total of $10,779,741 for

i"

This announcement is riot an ofa- to sell or a solicitation of an ofer to buy these securities.
The offering is made only by the Prospectus.

$2,000,000 "

Missouri Power & Light Company
First Mortgage Bonds, 2H% Series Due 1979 '

Dated November*1,-1949 , '■<. > •Due November 1, 1979

Price 101% and accrued interest " '

'Copies ofthe Prospectus may be obtainedfrom the undersigned.'

HALSEY, STUART & CO. INC.
November 17, 1949.

the „ calendar year 1948, , and
'» $10,768,489 for the calendar year
» 1947. ■

.'■ f * * ' ■ -

, For .. the i nine-month period
ended Sept: 30, 1949, the McQuay-
Moms .Mfg. Co. earned on its
common stock $235,560 after taxes
and after provision of $53,447 for
dividends on the preferred stock.
This was equivalent to 66 cents
per share on the 355,939 common
shares outstanding. For the same

period in 1948, the earnings on

the, common stock amounted to

$822,272, or, $2.31 per common

share. For the third quarter of
1949,tearnings after tax and after
provision for preferred dividends,
were $78,119,: or 22 cents per
common share, against $263,931,
or 74 cents per share, for the cor¬

responding quarter of 1948. Cur¬
rent assets as: compared to Dec.
31, .1948, were reduced $900,718>
with an increase of $102,336 in
cash and $105,380 in accounts re¬

ceivable. - The current liabilities
were reduced to $881,756.
•

*>

' Newhard, Cook & Co... and '
:Stix & Co. participated iin the *

public offering on Nov. 9 of
.131,518 shares of Central Maine '
Power Co; common stock * (par
$10) and in the underwriting of f
69,030 additional^ shares of the

- same class of stock which are

being offered to Central Maine ?
• stockholders of record Nov. 7,
41949, the subscription rights ex¬

piring on Nov. 18... The offer¬
ing price in both cases is $16.50

per share. The 131,518 shares

represent shares on which New

England Public Service Co., the

parent, waived its v preemptive

rights. The net proceeds will be

used to pay in part the cost of i
• Central: Maine's construction

program.
::vf -f :>■..■■ * «

, For the nine months ended

Sept. 30, 1949, American Service

Co., Kansas City, shows a net in¬
come after" charges and income
taxes of $281,321, against $462,874
for the same period last year. For
the • 14 months ended Sept. 30,

1949, net was $316,047, compared

with'$584,551.for the preceding 12
months' period.

Stern Brothers Co., of Kansas

City, and Newhard Cook & Co.

and Reinholdt & Gardner, both
of St. Louis, participated on

Nov. 3 in? the public offering of

300,000 shares of Interstate'

Power: Co. common stock (par

$3.50) at $8.25 per share, the net

proceeds of which are to be ap¬

plied to the cost of the utility'
company's construction program.

.

, • «. ft

Western Auto Supply Co. re¬

ports October, 1949 sales of $11,-
712,000, compared with $10,739,-
000 in the same month last year,
an increase of 9.1%. For the ten
months ended Oct.; 31, 1949, sales
were $99,966,000, compared with
$102,171,000 in the corresponding
period of 1948, a decrease of 2.2%.

. ■ * * s ^

1 f Net sales of Allied Labora¬

tories, Inc., Kansas City, during1
the nine months ended Sept. 30,v
1949 increased approximately
20% over the corresponding
1948 period. Net profits totaled
970,000, or $3.71 per share, as

compared with $755,000, or $2.81>
per share for the similar 1948:

period.
% % % •

Net income of Illinois Terminal
RR. Co. for the nine months end¬
ed Sept. 30, 1949;' after charges
and income taxes, amounted to
$545,944, equal to approximately
$1.09 per common share, compared
with a net of $1,060,835, or $2.12
per common share, for the corre¬

sponding period of 1948.

The annual report of McDonald
Aircraft Corp. for the fiscal year
ended June 30, 1949, revealed
record sales and earnings. The
sales figure of $32,659,384 topped
any other yearvin the firm's ten-
year history and earnings after
taxes, which totaled $1,781,832,
were equal to $7.47 per common
share after the regular preferred
stock dividend of $6 per share,
and boosted the book value of the
common stock to $20.70 per share.
For the year ended June 30, 1948,
sales amounted to $20,704,996 and
earnings after taxes totaled $l,r~

675,327, or $7.23 per common

share. At June 30, 1949, the

backlog was $61,896,041, compared
with $90,872,077 a year before.
The recent receipt of a contract

for additional Navy Banshees, has
boosted the company's backlog to
over $88,000,000 as df Oct. 7, 1949.

Ilussman Refrigerator Co., St*

Louis, for the quarter ended

Sept. 30, 1949 reported a con-*

solidated net profit of $520,878,.

equal to $1.30 per emmon share

after preferred - dividend re¬

quirements. This compares with

a net of $453,891, or $1.14 per

common share, for the corre¬

sponding' period last year. For

the nine months ended Sept. 30,

1949, consolidated net profit

amounted to $1,341,248, or $3.3£

per common share, against $1,-*

265,204, or $3.17 per common

share, for the first nine months

of 1948. Sales for the nine

months were $12,453,777, com¬

pared with $12,104,033 in the

1948 period. - 7

Black, Sivalls & Bryson Y
-

_ v Vj. Texas Utilities W. D. .

Mississippi River Fuel
Delhi Oil '

Y r Tennessee Gas Transmission . *

Y -Texas Eastern Transmission
Rockwell Mfg.

i
. Southern Union Gas

Southwest Gas Producing

Bought — Sold — Quoted

SCHERCK, mCHTER COMPANY

Bell Teletype
SL 456

Landreth Building
St. Louis 2, Mo.

Garfield 0225
L. D. 123
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Snyder and Pace Condone Federal Deficits f
In reply to questionnaire of Joint Committee on Economic Report,
Treasury Head and Budget Director contend annual budget balanc-
ing is impracticable and outmoded, and main objective in govern- ^

ment fiscal policy should be welfare of public.
The release by the Joint Committee on the Economic Report of

a collection of statements submitted by government officials, bankers
and economists on monetary, credit and fiscal policies includes, the
views of Secretary of the Treasury John .W. Snyder and Budget

^ ^ DirectorFrank ^—: ' . ■* ■ *—?
Pace, Jr. on be considered sound only if they

John W. Snyder

the purpose,
nature and ef¬
fects of budget
balancing.
According to

Secy. Snyder:
"The gen¬

eral economic
welfare of the

country should
be the guiding
principle in
determi n -

ing for any

given | period
whether the

v : v r Federal
budget should be balanced, should
show a surplus,-or should show
a deficit, and in determining the
size of any surplus or deficit.
- "Since I took office as Secretary
of the Treasury in June, 1946,
I • have continuously urged a
Federal budget that would per¬
mit debt retirement. Both Presi¬
dent Truman and I have stated
on » a number of occasions that
it is essential tor reduce the

public debt in years of prosperity,
such as we have enjoyed since the
end-of the war. This was one of
the reasons why the President on
three occasions vetoed tax-reduc¬
tion measures. This has also been
a major reason why the President
has constantly limited budget ex¬
penditures to the minimum
amount necessary to carry out the
defense program and other essen¬

tial domestic and international

programs.

I"I do not believe that it is fea¬
sible to attempt to formulate au¬

tomatic guides for the govern¬
ment's overall •; taxing - spending
policy. The economic and social
variants which should determine
the policy in any given period are
so numerous and for different pe¬
riods are present in such different
combinations that taxing-spending
policy can be determined only af¬
ter the most careful consideration
of the situation existing at any

given time. Budget receipts and
expenditures for each fiscal period
must be examined item by item
with due regard to their relative
need and public serviee. This is
a responsibility which can be dis¬
charged properly only by Con¬
gress. . U . ,

t j

y "One of the most frequently
mentioned possibilities along these,
lines is that automatic guides can

be established based on levels of
national income. It obviously is
not possible to say that under all
circumstances the budget should
be balanced when the national in¬

come is at any particular level;
and it is not possible to provide

by statute exemptions to cover all
the cases when exemptions would

; be necessary. In my opinion, pol¬

icy formulation and action must,
of necessity, be left to the respon¬

sible authorities to be made in ac¬

cordance with their best judgment

in view of economic developments

as they occur." - •

The Director of the Budget,

Frank Pace,. Jr., gave his views
on budgetary policies much, along
the same lines. He said: >
"

"The Federal Government has

a recognized responsibility to pro¬
mote reasonable economic stabil¬

ity and progress. Fiscal policy
represents one of the major meth¬
ods. if not the primary method, of
i'ulfilling.'this responsibility. Con¬

sequently .budgetary policies can

contribute to sound economic poli-
c'.es. Budgetary policies which do
not contribute to these objectives,
moreover, are self-defeating, since
the volume of budget receipts, and
even of certain expenditures, is
largely determined by the level of
economic activity. As the Presir
dent emphasized last, summer,
budgetary surpluses cannot ordi¬
narily be achieved in a declining
national economy. Rather the way
to achieve such surpluses is to
pursue the types of budgetary and
other policies which will increase
national income and. .taxpaying
capacity. ■■■ V f.?

. "For any given year it is im¬
practical to- count on achieving
any specific goal, whether -a* bal¬
ancedbudget, or a predetermined
surplus or deficit. Over short pe¬
riods, in fact, budget receipts and
expenditures not onLy fluctuate
with changes in the level of eco¬
nomic activity, but also are rela¬
tively uncontrollable for various
other legal, and technical reasons.
Some programs, like interest on
the public debt, constitute a fixed
charge. Expenditures on others
are largely made to carry out firm
commitments of various sorts
made in earlier years. Still others,
e.g., certain public works, can be
slowed down or speeded up rap¬

idly only by measures whicn sud-
stantially increase the total cost.
"For • certain y'open-end' pro¬

grams, the conditions of expendi¬
tures are set by the authorizing
legislation, but the amounts-spent
are determined by costs or by de¬
cisions of private individuals and
organizations or of State and local
governments. Short-run, largely
unpredictable fluctuations in ex¬
penditures not subject to control
of either the President or the Con¬
gress (e.g., for agricultural price
support or mortgage purchases)
can substantially change the sur¬
plus or deficit. If such erratic
changes in the budget outlook
were to serve as the basis for
budget policy decisions, many con¬
tinuing programs of great value
would be irreparably harmed at
some times, and at others pro¬
grams of lesser priority could , be
introduced which would be diffi¬
cult to remove..U )
: "Rather the fundamental .fiscal
consideration should be the long-
run outlook for expenditures, re¬
ceipts, and public debt. The poli¬
cies contemplated in the budget
of any given year,: therefore,
should- be judged primarily in
terms of their impact on the
budget and the public debt over
a period of years, rather than in
terms of their interim effects":.'-

Bonds Placed Privately
The Bridgeport Hydraulie Co.

has placed directly through Chas.
W. Scranton & Co., an issue of

$920,000 first - mortgage • 2%%
bonds, Series L, due Nov. 1, 1984,
it was announced Nov. 16. The

bonds were taken by the follow¬

ing institutional investors:-New
York Life Insurance Co., Aetna

Life ; Insurance Co.; . .and - the
Phoenix Mutual, Life , Insurance
Co. Proceeds will be used to de¬

fray the cost of improvements and
extensions to the company's prop¬

erties'. i- ■ ' "•;

Mr. Spronl's Fallacies on Gold Convertibility
By PHILIP M. McKENNA

> ;> National Chairman, Gold Standard League
, ; President, Kennametal, Inc., Latrobe, Pa.

- Prominent advocate of gold standard attacks arguments of Allan Sproul presented at recent meeting
'

Vof American Bankers Association in opposition to restoration; of gold convertible currency and free gold
markets. 'Denies Roosevelt's abandonment of gold coin convertibility or Lord Keynes' monetary poli¬
cies were mandates of American! people, and tak»s issue with statement return to gold coin standard
^

would not prevent extravagant government spending or that it threatens integrity of dollar.

*,;; Allan Sproul, President of the Federal Reserve Bank of New York, reproached bank¬
ers, in a speech Nov. 2, at San Francisco for their "negative attitude" toward a national
monetary policy. Well may the bankers question any monetary policy which does not pro-

Philip M. McKenna

ride for con-. - ' 1 <S>
vertibi 1 ity of - rr -

paper money
into our

s t a n d a r d
of value, gold
or gold coins!
C a n M p i

Sproul men¬
tion 'an - in-.-
-stance in all

of the times
it was -ever-

tried, w h e n

irredeemable

paper money

j.c o o k; v a n y
other course

than down--,
ward in value over a period of a

generation? Under conditions of
irresponsibility for making good
in gold coin or bullion, the ter¬
rible temptation to .spend and
spend and elect and elect, buying
first one portion of the electorate
and then another by promises to
be paid for by increasing bond
issues or paper money, goes on.
In France, since 1914, log-rolling
politicians buying favor to main¬
tain themselves in office by re¬

warding their friends and adher¬
ents out of the public purse have
by now stolen 99% of the gold
value of the savings of anyone

holding life, insurance, annuities,
savings accounts, bonds or pen¬
sionsKpayable in monetary, form.
In Germany, the middle class was
broken by the inflation of the
early 1920s and fell a prey to
Hitler.;-. In England, we have, just
recently witnessed the devaluation
of monetary savings by 30.2%. In
Russia, they crudely repudiated
the paper ruble, giving one new
ruble for 10 old ones.r: Is irre¬
deemable paper rhoney-taking any

other course today in America?
A savings account or bond of

$1,000 bought in 1935,.for example,
when paid off today in dollars
buys in food only what $453
would have bought when the
money .was loaned. Over one-
half of the value of savings of the
American people has been taken
already during the period of s
monetary policy which does not
require redeemability of paper
money. ' That it has not gone
faster is a tribute to the American

people, who were nurtured for
over 150 years in the well-merited
confidence in sound money which,
except for a small interlude after
the* Civil War, was always made
good 'in gold, ' our standard of
value.*1x;''

Does Dollar Integrity Depend on

, , Gold Standard?

Mr. Sproul says "The integrity
of our money does not depeno
upon gold convertibility. It de¬
pends upon the' great. productive
power of the American economy

and the competence, with which
we manage our fiscal and mone¬

tary affairs." Among the mem¬
bers of the Gold Standard League
are men who create those values
which give value to the dollar and
cause the gold of the world to
come into our Treasury to the
extent today of $241L billion. By
invention, risk-taking-, and- toil
we Americans, have earned that
gold. One knows best what is in
his own heart and hypocritical
modesty must be put aside, I feel,
in the interest of truth. As an

example, I shall state that; as an
inventor I started in 1938 with 12
men to take the risks of carrying
out the manufacture and introduc¬
tion of a revolutionary metal-
cutting tool which enabled Amer¬
ican machine shops to cut steel
at three times the previous speed.

Over half of the shells, guns and
airplane parts in time of war

were machined with those tools,
adding to the defense of the coun¬

try. With 600 men now em¬

ployed we have still more fruits
of invention to give to our coun¬

try. ,But the financial means to
do it have been taken away from
us in great part. Tracing back
how that; condition prevails J
found that in the last analysis the
seizure of the power of the purse

by the; government, from the
people in21933, when all gold and
gold coin, was seized by the gov¬
ernment, which substituted irre¬
deemable paper money for it, was
at the root of our trouble. That
action was in accord with Lenin'.-;

reported statement that the best
way to control a country was to
debauch its money. I need that
necessary measuring tool of free
men, gold redeemable money, for
purposes of both borrowing and
lending, in honest and productive
ways. One can, in such a situa¬
tion as irredeemable paper money

presents to us in business in
American today, float debentures
with life insurance companies pro¬
viding the capital; or one may go
among the citizens, floating pre-'
ferred stock. But can an honest
man do that, when he knows ir*
his .heart that so long as our-

money 4s not. convertible into our
standard of value, gold money,-
the evidence of experience is
unanimously that the savings ad--
vanced.for his use will inevitably:
deteriorate? True, Stinnes in,
Germany in the 1920s, piled up a
multi-trillion mark empirej by

gaining real assets by borrowing;
to be repaid in marks of less and
less value. But what did it gain *

him? The defrauded middle class1
(Continued on page 42),

vg $4,080,000 * ygT ;

St. Louis-San Francisco Railway
Series E

2Va% Equipment Trust Certificates...
i "(Philadelphia Plan) • > - - 1 '

To mature $272,000 annually on each December 1,1950 to 1964, inclusive

To be guaranteed unconditionally as to payment of principal and dividends by< endorsement
by St. Louis-San Francisco Railway Company

~

>i

. Priced to yield'. 1.25% to 2.60%, according to maturity

Issuance and sale of these Certificates are-subject to authorizationby thednter.state Commerce Commission,
»t; •%1 TheOffering Circular may be obtained in any State in which this announcement is circulatedp om otity
\ • f'C-fii, such 't/f the undersigned, and other dealers as may lawfully offer ihese^iecuv-idesdn.. such State. .

HALSEY, STUART &. CO; INC.

R. W. PRESSPRICH &. CO. A. G. BECKER & CO. GREGORY & SON
^ INCORPORATED ... INCORPORATED

OTIS &CO. L. F. ROTHSCHILD &. CO. FREEMAN & COMPANY
(INCORPORATE®)

'

THE ILLINOIS COMPANY ' : WM.E. POLLOCK &. CO., INC.

McMASTER HUTCHINSON & CO;

Xovenvber 17, 19-19.

X
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Connecticut Brevities
Russell Products Company, subsidiary of Russell Manufacturing

Company, has acquired a surplus- Air Force building in Lexington,
South Carolina where it has established a branch manufacturing
plant to produce nylon and cotton narrow fabrics. A battery of 40
special high-speed English-made
looms, which were recently ac¬
quired, have been installed and
operations were scheduled to start
about Nov. 1.

*
\ • % * ■ O • "

• Y&stic Wire & Cable Company
has received a contract from the
Army Signal Corps for 42,000
miles of copper and steel insulated
telephone wire at a cost of $2,500,-
000. Deliveries will be made over
a two-year period. The contract
will, require about 25% of the
-plant capacity.

.
, ft ft #

The Hartford-Empire Company
has purchased the property of
Pickering Governor Company in
Portland. The building, which
contains 33,500 square feet of
floor space, is : located next to
Hartford - Empire's subsidiary,
Standard-Knapp, which will con¬
centrate some of its currently
scattered operations in this plant.

' '

Stockholders of La Polnte-Plas-
comold Corporation have ap¬

proved a three-for-one split of the
company's capital stock. The pres¬
ent £1,464 shares of $5 par stock
will he changed to 214,392 shares
of '$i;;par stock. At the meeting
Jerome E. Respass, President and
Treasurer, stated that business in
l04Sf ha's increased very materially
over , last year and that earnings
.arefphhning at the rate of about
ho c^rits per share on ihe old
capitalisation. The company man-
ufacfpr^5 Vee-Dx Television an-
tehi]ae"and accessories.
j.; Oi it, * : * * .

' Thd>State Public Utilities Com-
missiori- has given permission to
the -5Bridgeport Hydraulic Com¬
pany ^ to issue $920,000 of first
mortgage bonds. The proceeds
will be used to finance improve¬
ments and developments of the

. company's system. 1 •;' '
\ y . 'ittj. [< *

f

;A'multiple passenger helicopter
to Carry 10 to 12 passengers and
ttvo pilots is being built by the
Sikorsky Division of United Air¬
craft Corporation, The new plane
is designed for military uses but
may also be used commercially.
Test flying is expected sometime
within the next two months. The

helicopter has a single rotor and
is powered bv a R-1340 Pratt &

Whitney "Wasp engine developing
650 horsepower. The company's
present helicopters are much

Tifit Brothers
Members New York and Boston Stock
t Exchanges
? Associate Members New York Curb

Exchange

Primary Markets in
1 Hartford and

i Connecticut Securities

' Hartford 7-3191

: New York:

BArclay 7-3542

. Bell System Teletype: HF 365

smaller and use a 450 horsepower
engine. •

ft ft
L 'ft -

Connecticut Light , &r Power
Company has filed with the Se¬
curities and Exchange Commis¬
sion a registration statement cov¬
ering $10,000,000 of first and re¬
funding mortgage bonds due 1934
and 100,000 shares of $50 par pre¬
ferred stock. The proceeds will be
used to help finance the com¬

pany's construction program
which is estimated to cost $42,-
637,000 by the end of 1951.

, '■ it it if

Stockholders of the Hurlbut Na¬
tional and First National Banks of
Winsted will meet Dec. 9 to vote
on Hartford-Connecticut Trust
Company's offer to purchase the
entire stock of both companies.
Directors of the banks have ap¬

proved the offers and if approved
by the stockholders, each share
of Hurlbut National will be ex¬

changed for $212 and each share
of First National for $145. The
two banks, which are located at
opposite ends of the town, will be
operated as branch banks at their
present locations. Personnel of the
banks will be unchanged and
present directors will constitute
an advisory board. , ; ; i

, if ft ft

< Directors of F. II. McGraw

Company have approved a propo¬
sal to increase the par value of
the company's common stock from
$0.10 to $2.00 a share. The propo¬
sal will be submitted to stock¬

holders lor their approval. The
plan would require transfer of
$414,105 from surplus to the cap¬
ital account, leaving a surplus of
$626,962 based on Sept. 30, 1949
figures.

. rr.y V

Stockholders of Yale & Towne

Manufacturing Company will meet
on Nov. 30 to approve a new char¬
ter for the company to conform to
an act passed by the Connecticut
General Assembly. The new char¬
ter will permit an increase in the
authorized capital from $25,000*-
000 to $50,000,000 and permit is¬
suance of new securities.

Briggs, Schaedle Elect
MacFarlane Vice-Pres.
John L. MacFarlane was elected

Vice-President of Briggs, Schae¬
dle & Co., Inc., 44 Wall Street,
New York City, dealers in United
States Government securities and

bankers acceptances, succeeding
the late Thomas G. Schaedle. Wal¬

ter E. Suttmeier was elected Sec¬

retary and Treasurer of the firm.
Mr. MacFarlane had been Assis¬

tant Vice-President and Secretary
and Mr. Suttmeier was formerly
Treasurer.

M. Greacen Briggs was reelect¬
ed President and La Roy Roome
was reelected Assistant Vice-

President.

SPECIALIZING IN

Connecticut Securities
PUBLIC UTILITIES — INDUSTRIALS

Write tor specific recommendations of issues with
long records of unbroken dividend payments.

CHAS.W. SCRANTON & CO.
MEMBERS NEW YORK STOCK EXCHANGE

New Haven 6-0171

New London 2-4301

Hartford 7-2669

New York Canal 6-3662

Teletype NH 194
Waterbury 3-3166
Danbury 5600

The Regulation of Securities Exchanges
V By HOWARD YOCUM*

Counsel, Philadelphia-Baltimore Stock Exchange
Member, Biddle, Paul, Dawson & Yocum

Mr..Yocum, in commenting on Securities Act of 1934, which placed exchanges under Federal super-
* vision, netes this move merely formalized self-regulation already in existence. Points out continuous
full cooperation of the exchanges! with SEC, with almost complete absence of disciplinary measures. '

I think there has been an impression that exists in rather surprising measure among
people who are not informed, or people who are misinformed as to the regulation of deal¬
ings in securities prior to the legislation which is the subject of our discussion tonight- A
great many people believe there^
was no supervision or regulation
in respect to transactions in se¬
curities before the Federal legis¬
lation of the 30's. That'isn't so.

For a great many years the StocK
Exchanges of the country had
very extensive rules through
which they supervised arid regu¬
lated transactions in listed se¬

curities rules-which were en¬

forced long before the legislation
of 1933 and 1934. j : ;

r ; 1929 Formalized Previous 4
•

"Supervision

The : National• Association ';of
Securities Dealers (how incorpo¬
rated) had a code of ethics which
preceded the 1933-34 legislation
which represented a conscious ef¬
fort to ensure propriety, fair deal¬
ing and honesty in the handling
of transactions in securities. How¬
ever, there were weaknesses in
these efforts at self-regulation
which developed, and the tragic
financial situation in 1929 brought
them to light. Then there was

great financial panic, and the
whole economy of this country
was upset. At that time there was

an investigation not primarily of
Stock Exchanges, or of Over-the-
Counter dealing, but an investiga¬
tion of the whole financial struc¬
ture of this country. In the course
of thaf (investigation these weak¬
nesses were uncovered; and it was
attempted to remove them or

remedy them. That investigation
was conducted b^ the Senate
Banking and Currency Commit¬
tee. The Committee recognized
the weaknesses and sought to
work out solutions for them. The

investigation went much further
than the Stock Exchanges; and in
the course of the few years that
followed it, there was an amazing
amount of legislation. You would
be surprised to know how many-
acts were passed which dealt
with the subjects of the finan¬
cial investigation and in the broad
attempts to remedy what were

regarded as financial ills; the
Banking Act of 1933, the Securi¬
ties Act of 1933, the Securities
and Exchange Act of 1934, the
Public Utility H o 1 d i n g Act
(passed shortly thereafter), the
Chandler Act, the Trust Indenture
Act of 1939, the Maloney Act, the
Investment Company Act of 1940
the Investment . Adviser Act of
1940. All of these acts passed
were an attempt to readjust fi¬
nancial problems uncovered dur¬
ing the unhappy late 1930's, and
were a result of the investigation
that followed.

The Securities and Exchange
Commission

All of these acts I have men¬

tioned have been referred for
their enforcement to the Securi¬
ties and Exchange Commission
which was established under the
Act of 1934. That commission di¬
vides itself into three divisions:

(1) The Corporate Finance Di¬
vision—which handles corporate
financing;

(2) The Trading and Exchange
Division—that handles. questions

*An address by Mr. Yocum in
the series of lectures entitled
"Invest in America",sponsored by
the Consumers' Advisory Council,
Philadelphia Chamber of Com¬
merce, in cooperation with the
Philadelphia-Baltimore Stock'Ex¬
change, Philadelphia, Pa., Nov. 8,
1949. • -

of trading in securities, the con¬
duct of exchanges;
; (3) The Public Utility Division.

My part is to deal with the Se¬
curities and Exchange Act. You
know, of course, that transactions
in securities fall, among others,
into these two classes: (1) listed
securities—those, listed, on the
Stock Exchanges of the country;
and (2) transactions^ over-the-
counter—those transactions in se¬

curities which are not listed.

The; Senate Banking and Currency
i 'i".-.Committee v V-:.'.*

|;'The regulation to which I shall
call your attention applies to
transactions in listed securities,
and for which regulation has been
provided in the Securities and
Exchange Act of 1934. What was
the situation which produced that
act? The members of the Senate

Banking and Currency Commis¬
sion felt that notwithstanding the
fact there werb rules and codes
of fair practice, the exchanges
themselves were not the proper

authority to exercise sole control
over trading, and the abuses
which might crop up in connec¬
tion with trading; that there was
a larger public interest which
was not adequately considered
under self-regulation. ,

i Those of us who were present
when the investigation was made,
and as the problems were worked
out, felt that some of the regula¬
tory provisions were unnecessary
—some were unwise—but as time
has passed the wisdom of a good
bit of the legislation has become
rather apparent. It was felt that
in self-regulation the interests of
an exchange do not always run

parallel with the public interest.
For .example,s one of the things
that brought on the tragedy of
1929 was excessive speculation.
Almost everyone speculated; mar¬
gin requirements were low; and
the whole of the country was en¬

couraged to speculate. It was
felt that it was . to the natural
and normal interest of the ex¬

change and its brokers and mem¬
bers to encourage speculation
rather than, to drastically dis¬
courage it. I must admit there is
something in that criticism. It
was also urged that transactions
on the exchanges of the country,
involving so many and such vast
industries and representing such
large sums- of money, were so

closely involved in the whole eco¬
nomic and financial life and wel¬
fare of the country, that the ques¬
tion of the regulation of the ex¬

changes was so broad, it deserved
consideration by the national gov¬
ernment rather than to leave the

question to the exchanges them¬
selves. ■' VV; ' '■
The exchanges • only handled

listed securities; and there was a

vast trading in over-the-counter
securities which was outside the

sphere of exchange regulations.
Probably the most serious ques¬

tion; presented to the Senate
Banking and Currency Commit¬
tee was a belief that there was a

tendency on the part of the ex¬

changes, particularly the larger
ones, not to concur in those theo¬
ries of government supervision
with which the government, was
then so closely identified.—that
regulation could not be left to the
exchanges themselves, because
the prevalent theory of govern¬
ment supervision was very differ¬
ent from the theory behind the

regulations maintained , by the
exchanges themselves. After these
Various questions were discussed*
and argued before the Commit-;
tee (sometimes in most friendly
manner, and sometimes with
some heat) there was finally en¬
acted the Securities Act of 1934.

Scope of Securities and Exchange
Act

I have told you in general terms
the reasons advanced for this leg¬
islation; they explain the content
of the legislation. ". In the, first
place, the legislation controls the
Exchanges .themselves.^ An ex-,

change which wants to do busi¬
ness publicly and to use the mails,
wires or other means of inter-
State A communication, must be
registered with the Commission.
In order to be registerd, it must
make an application for such pur¬

pose in which is set forth its con¬

stitution, rules and regulations* its
officers and many of the details
of the conduct and handling of
business; it must pledge itself to
enforce and observe high busi¬
ness ethics. It must subject itself
to the control of the Securities
and Exchange Commission. The
Commission in Washington has
extraordinary power. It can say
to the Exchange—your rules and
regulations do not adequately
protect the public and the public
investor. It may say that in the
enforcement of your rules you
have failed to punish offenses
that have occurred. It may say
the officers or members of the

Exchange are guilty of certain
failures to observe t£ie provisions
of the SEC Act; it may enforce
correction of these omissions and
corrections through power to
withdraw the registration. It may
remove an officer or member of
the Exchange—so there is an ex¬

traordinary control within the
hands of the SEC over the con¬

duct and operations of every one
of the National Securities Ex¬

changes in the country.

I go into this sc you, who are
investors, may know there is a
vast deal of protection thrown
about you. You may be assured
of integrity in the execution of
.your orders, and you are protected
from manipulative practices. Of
course there have been mistakes,
but every reasonable precaution is
being taken to assure fair dealing.
A point I want you to realize is
that the SEC with all that power
of regulation has placed in the
Exchanges themselves, in their
officers and members, the en¬
forcement of all their rules to
ensure just and equitable prin¬
ciples of trade.

Listing of Securities f

There are two methods of list¬

ing securities: (1) a security i3
fully listed on the Exchange upon
the application of the company.
In order that the security may be
listed, there must be certain in¬
formation supplied to the Ex¬
change and the SEC about the se¬
curity. It must be registered. The
registration application must fur¬
nish a vast deal of information

concerning the security; so that
if you are interested in the se¬

curity listed, there is availafale to
yoii information with reference to
the company, securities it issues,
its balance shee^ its income
statements, and its officers; arid
there is a provision that some of

(Continued on page 32)
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Cheap Money, Welfare Stale Held Incompatible
W. W. Townsend tells Passaic County (N. J.) bankers cheap money
policy of Administration is at variance with'primary functions, of
Federal Reserve System, and cites rise of British interest rates r

under Welfare State.

Speaking on "The Banking Business in the Welfare State" at the
27th anniversary dinner of the Passaic County Bankers Association,
held at the Swiss Chalet in Rochelle Park, New Jersey, on Tuesday
evening, Nov. 15, ,W. W.. Townsend, senior partner of Townsendr

W. W. Townsend

Skinner & <v-

Company,
New York

City, business
and bank con-

s u 1 t a n t s,
stated that

two policies of
the present
A d m i n i s-

tration, Cheap
..Money ana
the . Welfare

State, were
so incompat¬
ible as to be

mutually ex¬
clusive.

- "In- the Wel¬

fare State," Mr. Townsend con¬

tinued, "as proclaimed by its
adherents, deficit financing is
taken for granted and the future
purcnasing power of the dollar is
bound to decline as the quantity
of the dollars is increased. Under

such circumstances, promises to
pay money at some time in the
future will have a tendency to sell
at a discount, regardless of the
coupons they carry, and the abil¬
ity of the government to support
the market in its own securities
will be so seriously tested that
grave doubts exist regarding the
indefinite continuance of such a

policy.

"The entire finance industry of
the United States is in danger of
socialization and even that step,
if it becomes a fact, may not serve

any very useful purpose., in Eng-
. land where the Welfare State has

: been in existence for several years

and the banking system has been

socialized, the 2V^% government

obligations which were issued
three years ago at par are now

selling at 60c on the dollar.- This
is in terms of internal currency

and not in terms of foreign ex¬

change.

"Bankers deal in debts and in

dollars; On the surface it would

appear that if the debts are paid
off in enough dollars to liquidate
the obligations to depositors, the
bankers have no cause for con¬

cern but this is not a sound con¬

clusion because of the element of

time. Most deposits are payable
on demand. Most debts are pay¬

able only after the lapse of a con¬

siderable period of time and the
banker is more than likely to be
confronted with a practical and
serious dilemma. How can he pro¬

duce enough earnings to operate
his institution and pay any divin
dends whatever to stockholders
if his earning assets must consist
to a considerable extent of gov¬
ernment obligations and, to protect
his principal, he must limit those
obligations to - short - maturities
which do not fluctuate widely in
the open market. > ?
"The banker must realize that if

deficit financing does become the
order of the day, he will be re-t

quested, if not required, to facil¬
itate this type of activity by util^
iz-ing his capacity to create check
Currency. A definite odium at-j
taches to the process of printing
money. The idea of issuing greent
backs would frighten the average
citizen within an inch of his life.
Check currency is one degree re*
moved from printing press money
but its implications; are suffii
ciently obscure so that the average
citizen is not aware that the

money supply of the country is
being inflated just as definitely as
would be the case if the printing
presses were in use. ffAf I

"Unfortunately for the bankers,
the Central Banking System also
has been caught up in this con+

spiracy of circumstances and has
assumed a degree of responsibility
for the maintenance of cheap
money which is frequently at var+
iance with its primary function
as set forth in the original Federal
Reserve Act and which is to main¬

tain a relatively stable equilib¬
rium between " the demand

. for
funds and the supply of funds.
This is not to their liking but as

is the case with; the banker; ther£
is very little that'can be done

about the situation, certainly not
at the persent time.
"Until we can put our fiscal

house in order, balance our

budget, create a surplus out of
taxes which is being utilized to

extinguish debt and present to the
world at large the picture of a

sound economy, it is not only pre¬

mature but out of order to advo¬

cate such things As the immediate
return to the gold standard, al¬

though that should be one of our

ultimate goals, if we are to re¬

main the strongest nation in the

world, financially as well as mil¬

itarily. The present path we are

following is unquestionably the

"slippery road to misery" so aptly
characterized by Dr. Ncurse just
prior to his resignation."

Government Regulation of Securities Marketing
;'fBy williamk. Barclay, jr.* . • V* ; ?

'

President, Philadelphia-Baltimore Stock Exchange
- * ' Partner* Stein Bros. & Boyce, Members, New York Stock Exchange*

•

, •1 ■. .. * .. ■ ».«
'

^President of newly consolidated Philadelphia-Baltimore Stock Exchange describes provisions of Secu-; •

rities Act of 1933 and Maloney Act amendment. Says Charter and By-Laws of National Association
.- of Securities Dealers reads very much Lke those of the organized exchanges, and, with its supervisory .r
^ control, along with that of SEC, the securities industry has reached high plane of professional, moral
"

v • and business ethics* and it is intention of those in industry to keep it on that plane. *

The Securities Act of 1933 deals primarily with the issuance of new securities. One
of the requisites, or prerequisites, of listing a security is that the security shall have suffi¬
cient distribution—enough stockholders—who would be ready sellers or willing buyers—
that an auc-

. . . ' <£-
tion market

might.be
maintained.
The Securities
Act of 1 9 3.3
was passed so
that no one—

the-un d e r-

w rit e r, the
distributing
group mem¬

ber, or'the
buying ~ public
—w o u Id be

called upon to
make .any
commitments
for the pur- . •. > • :. . .1 ;
chase of a new security without
full: information. \ r "4'fp

Wm. K. Barclay,' Jri

Full Disclosure |
„• The basis of the Securities. Act
of 1933 was a complete disclosure
of all of the, facts in connection

with the neiv issue, and this was
considered itheVstrongest form of
protection .that could be afforded
the investor. This underlying
principle of disclosure, I think,
has a great deal of merit. The law
requires that before a riew issue
can be "offered to the public, a

registration statement must be
filed with the SEC. This registra
tion statement,, which has been
prescribed by the Commission, is
in the form of a questionnaire.
The company is called upon to set
forth all the data pertinent to the
company and the security to be
offered. Then there is a cooling-
off period, generally, of 20 days,

*A talk by Mr. Barclay in "In¬
vest in America" lecture series,
sponsored by tile Consumers Ad¬
visory Council, Philadelphia
Chamber of Commerce, in cooper¬
ation with the Philadelphia-Balti¬
more Stock Exchange, Philadel¬
phia, Pa., Nov. 8, 1949.

wnich must elapse between the
time of filing the registration
statement, ar ci the time the offer¬
ing can be made.

- Registration Statement

The registration statement filed
with the SEC is? a public docu¬
ment. Anybody can see the docu¬
ment from one end to the other.
You are privileged to write the
Commission and purchase copies
of it at a reasonable charge, based
on the number of pages. From
the practical standpoint, however,
the inspection of a statement in
their offices at Washington or

purchasing copies from the Com¬
mission have proved somewhat
impractical, the cost being too
high for an investor interested
only in one or two bonds, or 10
shares of stock. ;

, V: , , |

The Red Herring Prospectus j
A "Red Herring" approximates

the final form of Prospectus and
reflects all the pertinent informa¬
tion which was filed in the regis¬
tration statement, with the excep¬
tion of those paragraphs which
deal with the price (because that
couldn't be determined 20 days in
advance of the effective date),
and other provisions of the secu¬

rity which relate to price. The
Red Herring was initially used as
a means of distributing to poten¬
tially interested investors the in¬
formation they would require to
act intelligently in order to pur¬
chase. The Act also provided that
during the waiting period it would
be illegal to offer for sale, or to
seek tenders to buy, or dispose
of the securities in advance of the

registration statement having be¬
come effective. ; : ; i.
In 1946 the SEC realized that

some corrective measuref should
be taken, in that the dividing line
between disseminating informa¬

tion and solicitation of orders was

nebulous.- At that lime a rule was

issued, that the distribution of the
Red Herring prospectus in itself
did not constitute an offer of the

security* so since that timft-lhe
Red Herrings have been dissemi¬
nated more freely.

The Red Herring is a lengthy
document which is the result of
untold hours of effort by counsel,
auditors, engineers, appraisers and
other experts, written in a lan¬
guage and in terms understand¬
able . to professionals. - The aver¬

age investor is neither qualified
by experience or knowledge to
evaluate a security on the basis
of the information in the Red

Herring. This raised the question
as to whether or not anything was

being gained by the expenditure
of time, money and effort' heces-
sary to produce such a prbsj^ectus,
which usually found its way into
the wastebasket upon beinj^ re¬
ceived by the average security
buyer. However, hiat prospectus
is understandable to the invest¬
ment banker the investment ad¬
visor. the professional bii^br, or
the institutional investor, ahd to
the various statistical organiza¬
tions which publish information
and v recommendations. A great
deal of buying of securities by
the-public is based on such pro¬
fessional advice, so that the; pub¬
lic did get the benefit of.advice
based on complete information
rather than advice based on par¬
tial information. T1 ;

The whole question of pre-ef-
fective-date dissemination df in¬
formation has been a -matter of
discussion for the last three years

in an attemptvto find a better
method of .disseminating proper
information to the v purchasing
public prior to the time the issue

(Continued on page 37)

T!;is announcement appears merely as a matter of record, as
all of these securities have been placed directly

through the undersigned.• 7

$920,000

BRIDGEPORT HYDRAULIC COMPANY

First Mortgage 2%% Bonds
Series L, due November 1, 1984

Chas. w. scranton & Co.

November 16, 1949

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

$9,000,000 ;

Associated Telephone Company, Ltd.
'

•

•••• • ' ' . V / •./ • is • • • . " . • .

First Mortgage Bonds, Series F, Due November 1, 1979
■ (2%%)
Dated November 1, 1949 ' >

Price 100%% and accrued interest

'

* r W '

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

STROUD & COMPANY
INCORPORATED

HALSEY, STUART & CO. INC.

DICK &, MERLE-SMITH OTIS & CO.
(INCORPORATED)

SCHWABACHER & CO. HELLER, BRUCE & CO.

THE ROBINSON-HUMPHREY COMPANY THOMAS & COMPANY

November 16, 1949
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Michigan Brevities
The stockholders of Detroit Steel Corp. will vote on an ap¬

proving agreement whereby this? company will acquire the physical
resets and steel business of Portsmouth Steel Corp., the purchase
price to be paid partially in Detroit Steel Ccrp. common stock and
partially in cash, to be based on^
book values on the purchase date.
The stockholders of Detroit Steel

Corp. will meet on Nov. 28 to con¬
sider increasing the authorized
common stock from 1,000,000 to
2.000,000 shares and on ratifying
the purchase agreement dated Oct.
(1, 1949. The stockholders of the
Portsmouth firm were scheduled
fco meet yesterday (Nov. 16).
Detroit Steel Corp. for the three

months ended Sept. 30, 1949
earned 44 cents per share, as

against SI.34 in the same three
months last year, while for the
first nine months of 1949 its earn¬

ings totaled $2.67 per share com¬

pared with $4.13 for the like pe¬
riod in 1948.

9 9 9

T h e Sutherland Paper Co.,
Kalamazoo, on Nov. 1 filed a

registration with the Securities
and Exchange Commission cov¬

ering 34,400 shares of $100 par

cumulative preferred stock

(convertible into common stock

pricr to 1960). This issue, which
will be underwritten by Har¬
ris, Hall & Co. (Inc.), Chicago,
Hi., will be offered first to the
common stockholders at the rate

of one share for each 10 com¬

mon shares held, the net pro-,
eeeds to be used to pay for ex¬

pansion and for new capital.
The stockholders will on Nov.
18 consider the creation of the
new preferred stock issue.

9 9 ■}

The Detroit Stock Exchange set
a new high in trading volume in
October when 327,523 shares, hav¬
ing a dollar value of $4,391,692
changed hands. The last time this

figure was exceeded was in May,
1948. For September, 1949, the
■volume was 252,393 shares with a

dollar value of $3,311,627 and for
August 268,943 shares with a

value of $3,305,804.
The 10 most active traders for

the month of October, 1949,
were: Detroit Edison Co., South¬
ern Co., McClanahan Oil Co.,
Kaiser-Fraser Corp., Friars Ale
Brewing Co., Sfieller Manufac¬
turing Corp., Detroit & Cleve¬
land Navigation Co., Wayne
Screw Products Co., Peninsular
Metal Products Co. and Hudson
Motor Car Co.

The Governing Committee of
the Detroit Stock Exchange on
Nov. 10 informed the Midwest
Stock Exchange that their invita¬
tion to merge had been declined
by formal resolution' of the Gov¬
erning Committee.

9 9 9

Included in the group which
underwrote an issue of 725,567
shares of Central 'and South
West Corp. common stock (par
$5) at $12% per share, which
were offered to 4he latter's
common stockholders of record »

Nov. 2, 1949, were the following
Detroit bankers: Campbell, Mc¬
Carthy & Co., Inc., and Miller,
Kenewer & Co. Subscription
warrants will expire at 3 p.m.,
on Nov. 18.

* * * * *• ' '■r

Dow Chemical Co. of Midland
en Nov. 4 filed a registration

L.A. DARLING CO.
Declared 10c Per Share

Bringing Payments For

1949 to 40c Per Share

Moreland & Co.
Member Detroit Stock Exchange

1051 Penobscot Building
DETROIT 26, MICH.

Bay City — Lansing — Muskegon

statement with the SEC for 175,000
shares of common stock (par $15),
of which 70,000 shares are expect¬
ed to become available to em¬

ployees, and the remainder will
be offered to common stockhold¬
ers of record Dec. 20, 1949 on the
basis of one additional share for
each 50 shares held. Both offer¬
ings are expected to be made on,
Jan. 4, 1950 at $44.50 per share,
and the net proceeds are to be
used fcr working capital. A Vh%
stock distribution has been de¬
clared on the common stock, pay¬
able Jan. 16, next, to holders of
record Dec. 20, 1949. ; !

On Nov. 4, the Dow firm also
announced that it had made a

$500,000 out-of-court settlement
of a lawsuit brought against it
in August, last year, by the
Pyrene Mfg. Co. seeking dam¬
ages in the amount of $5,030,-
000. This settlement involved
dismissal of the suit by Pyrene
and a $250,000 cash payment by
Dow, plus a $250,000 merchan¬
dise credit to be used by Pyrene
over the next five years in the ;

purchase of Dow products. Both ;

parties will bear their respec¬

tive costs of the litigation.
'■

* ** *

The common stockholders of

Detroit Edison Co. of record Nov.

9, 1949 have been given the right
to subscribe on or before Dec. 5,
1949, for 699,743 additional shares
of common stock at par ($20 per

share) on the basis of one new
share for each 10 shares held. The

proceeds are to be used to repay
bank loans, incurred for construc ¬

tion, etc.
• * 9 9 ■

; 4 Included in the group of un¬

derwriters who on Oct. 21 pub¬
licly offered $40,000,000 Indian¬
apolis Power & Light Co. first
mortgage 2%% bonds, due Oct.
1, 1979, at 102.125% and accrued
interest, was the investment
hanking firm of S. R. Living¬
stone & Co. of Detroit.

Trading in the 51,438 shares of
$5. par value common stock of
Gabriel Steel Co., Detroit, on the
Detroit Stock Exchange com¬
menced on Nov. 9. This company
is engaged in the manufacture of
rolled steel products, primarily
for the house construction indus¬

try. Sales are made through ape

proximately 4,500 dealers located
in 45 States, according to Wm. F.
Zabriskie, President of the com¬

pany. .For the calendar year 1948,
sales totaled $1,703,329 , and net
profit after taxes to $ 86,538, equal
to $1.68 per share, which .com¬

pared with sales of $1,725,810, and
net after taxes of $109,720, or
$2.13 per shape, in the year 1947
based on the number of shares

outstanding at the end-of that
year, adjusted for 20% stock divi¬
dend in 1947. The latest dividend
of lO.cemts per share paid on Nov.
15 brought the total paid in 1949
to 35 cents, compared with $1 in
1-948.' ■. •> r;.v
V ../v.* . P

» j,-

On Nov. 3, Wm. C. Roney &
Co., Detroit, .participated in the
public offering of 300,000 shares
of Interstate Power Co. common
stock (par $3.50) at $8.25 per
■.share. r'

4s 4s 4s

Net earnings of Rotary Electric
Steel-Co. -for the nine months
ended 'Sept. *30, 1949, after income
taxes and charges, totaled $981,-
254, or $6.23 per share, compared
with $1,464,656, or $8.72 per share,
for the corresponding .period of
last year. Trading in this c6m-
pany's 193,676 shares of $10 par
value common stock commenced
Nov. 9 on the Detroit Stock Ex-

cliange. The company, which- is
located just outside of Detroit, is

engaged in the production of elec¬
trically-melted carbon, alloy and,
stainless steels, which are "sold inj
the form of ingots, billets and
bars. "

« « «

Motor Products Corp., Detroit,
has borrowed $2,500,009 from ';
The New York Life Insurance

Co. on its 3% note due Nov. 1,
1961, it was announced on Nov. }

, 2. The proceeds will be used to J
finance construction and equip- '
ment of a new plant in Markon, j
Ohio. The issue was placed ;

through Carl M. Loeb, Rheades!
& Co., New York City.

"■ ■ "

« « 9

General Motors Corp. produced
242,844 passenger cars and trucks
in the United States and Canada

during October, 1949, which com-.

pares with 269,254 units in the
preceding month and 186,791 units
in the corresponding month a year

ago. For the year to Oct. 31'; 194.9,
the corporation produced 2,421,182
cars and trucks, as against 1,807,-
835 for the same period in 1943.

if' 9 • 9 \ r: ■ ' ■ ' \:T

The loan of McClanahan Oil,"
Co. at The Chase National Bank j
of the City of New York has |
been reduced since the start of ,

the year, from $250,000 to $156,-
250 as of Oct. I.'; -'-

'V. # 9 I'i -r-j-
Michigan Bumper Corp., Grand

Rapids, reports sales for the first
nine months of 1949 of $4,351,798,
which compares with $3,100;346
lor the like 1948 period. Net earn ¬

ings after all charges and : taxes-
were $325,707, equal to $1.67 '.per-
share of common stock outstandi
ing in the 1949 period, against adj.
justed net earnings of $254;530, or
$1.30 per common share;; for- the;
first nine months of
Total current assets at Sept..,30,.
1949 were $1,043,965, versus total
eurrent liabilities of $181,094. . .

•''■: ' V 9 . 9 ■"■,/*> ;V;
A registration statement was,

filed pn Nov. 7 with the SEC;
covering 183,339 shares of $1
par value common stock of;
Stubnitz Green Spring Corp.,;
Adrian, which will be under¬
written by George A. McDowell
<& Co. and Baker, Simonds &
Co., Detroit, for the account of J
eight stockholders. \ v
•..' *. • 9 4s ! ,v; ;

-Sales of the Gevber Products.

Co., producers of baby foods, for
the six-month period ended Sept.
30, 1949, were 15% higher than in
the comparable period a year ago,
Dan Gerber, its President, report¬
ed. Sales amounted to $22,186,211;,
as compared with $19,231,794 for
the comparable period in 1943.
Earnings in the half-year, ended
Sept. 30, 1949 totaled $l,84l;095,
as against $1,238,791 for the cor¬

responding 1948 period. An extra
dividend of 25 cents per share,
along with the regular quarterly-
dividend of 25 cents per share,
were declared- Ion;the common

stock, both payable Dec. 10, 1949
to holders of record Nov. 25, 1949.

•'
■■ l- ■ ■'

/ 4S 4t 4s •

j

The-consolidated net income;
of Michigan Consolidated Gas
Co. and its subsidiary, Austin1
Field Pipe Line Co., for the 12
months ended Sept. 30, 1949
amounted to $5,351,741, after
.charges and Federal income

■ taxes. This compares with a jnet
of $743,441 for the preceding 12
months' period. The companyv

states that temporary ^adverse,
factors which greatly reduced
earnings in the winter months;.,
of 1947-1948 have now been,

corrected and earnings of the
company have improved great¬
ly during the past 12-montii
period.

* * *
.

. j* ; ■

The directors of Goebel Brew¬

ing Co., Detroit and Muskegon,
have declared the regular quar¬

terly dividend of 10 cents! per
share and an extra dividend of 15
cents per share, both payable Dec.
12 to stockholders of record Nov.

22, bringing total payments in

(Continued on page 43) - •

Observations
; : ' (Continued from page 5)

Our State Department, which now is a joint sponsor of a hew
bureau engaging 500 staff members to work up details of the program,
:.has fostered the broad objectives thus: J ; ,v ,*■'*' "Increased production in the underdeveloped areas will not only
benefit the inhabitants of those areas, but will have far-reaching
effects on the world as a whole. The United States as well as other
relatively advanced countries has a very real financial and commer¬
cial stake, as well as a humanitarian and political interest in the
bringing about of progress in these areas." i

. Another indication of the ground to be covered by this umbrella,
in the concept of President Truman, was given in his message of last
Sunday to the Women's Zionist Organization of America, in forecast¬
ing its service to the future of the nation of Israel: "Our democratic
ideals and our belief in the dignity and value of the individual have
given us the moral leadership of the modern world, and made our
nation the pattern and inspiration of ail the world's struggling
peoples."

And, of course. anti-Communist progress is one of the goals of
this program, too. "Raising the level of prosperity and the standard
of living in such foreign countries, creating new sources of wealth
therein, increasing their purchasing power, and strengthening them
in their struggle against communism and other of forms of statismj !]**
is the "Declaration of Policy" stated in the implementing Herter Bill.

Subsidy Appealing to All
To American exporters and other businessmen the idea of gov-

ernmentally-guaranteed or otherwise subsidized financing has ap¬
peared to be generally welcome (with a variety of provisos). In their
cases particularly, it seems to this commentator, it'is most important
that the misconceptions, as that regarding the functioning of "private
enterprise," be cleared up, and the true implications be understood in
advance. Human reaction to proposals and principles generally of
course depend on whose ox is being gored; with the universal pro¬
clivity of those most bitterly opposed to the principle of subsidy re¬
linquishing their, opposition when they themselves are the recipients.
Even for them, however, the repercussions are likewise unfortunate.
Witness the American farmer who is none too pleased with the regi¬
mentation and control which have accompanied h.is material bounties.

, . Even anti-Socialist Wall Street seems to be not averse to accept¬
ing some of the promised benefits. A current market letter pir.s its
hopes for the future of an international utility stock as follows: "We
believe the market nrice of this stock will be largely influenced by
attracting privatefinancing' in this country which would be made
possible if .Congress passes the famous 'Point Four' proposal insuring
^American- investors-- in-.foreign countries against risks of foreign ex¬
change, expropriation, or war. The solution of its cash problem could
make this stock the outstanding utility speculation of the coming
year. For best speculative results, we recommend . . ."

Foreign Expectations
But of far greater importance is the concept of "Point IV" in the

minds of foreigners, to which this writer can attest from recent first¬
hand experience. The unanimous answer from those queried, both
loreign government official, and our own ECA administrators, as
to the upshot^ of the scheduled ending of Marshall Aid in 1950 or
1952, was "Point IV will do it"—with no thought of the expenditure
being limited in quantity to the category of the presently suggested:
$35 million of technical aid (or even of $900 million guaranty-
naohiiy) or in kino 10 tne "benetits of our store of technical knowl¬
edge." It is fondly anticipated as the Marshall Aid of the 1950s. , ;

Despite Mr. Truman's original bow to the United Nations, Point
IV; is universally expected to be an all-American show, at least as
far as footing the bill is concerned (an idea justified by the World
Bank's record thus far). - "" ••

Continuing America's Croupier'Role J
Whether such anticipation of subsidy is warranted or not, it is

vital that the concept of private capital lending be seen in the true
long-term perspective of our treatment of the world's so-called "dol¬
lar shortage" over the past 30 years. Since the time of the First World
War, in war and in peacetime, this country has persistently handed
collar "chips" to foreigners for their use in exchanging them back
for our goods and services (wealth).

These dollar chips have been successively handed back to them
in exchange for lOU's put in the successive forms of war "loans,"
foreign bond ^ obligations publicly-floated to private investors, gold
(now buried in Kentucky), lend-lease commitments, post-war-two
government debt; and novy through the Marshall Plan via EGA. The
quantitative picture of this process as officially given (in a recent
report by a special ECA-Department of Commerce mission headed
by Wayne C. Taylor, assistant to ECA Administrator Hoffman and
formerly President of the Export-Import Bank), and as relayed to
Congress by President Truman this week, is that during the 1914-
1949 period of the United States having a favorable balance of trade,
export balances totalling $101 billion were settled ("paid for") by
U. S . Government grants to the tune of $49 .billion, government
"Loans" in the.amount of $19 billion, $101/o billion of funds "invested"
abroad by American private citizens, and ia addition gold shipments
and foreigners' liquidation of dollar assets to the extent of $16V2
billion.

y Since the end of World War Two European aid has already cost
the American taxpayer $25 billion and over $31/2 billion is so sched¬
uled for the current fiscal year.

jiAs the accent of the Point IV is placed on the private aspects of
the prospective lending, and in view of expected guaranty-standby
technique, the private segment of the past record is relevant to note.
Since 1919 losses on publicly-floated dollar obligations have totalled
$10 billion, in addition to $5 billion more in foreign currency obli¬
gations. " — 1 .

•

^ ' - '
,i ■

Thus most of the huge difference between our exports and im¬
ports—the "dollar gap"—was paid for by the United States taxpayer,
with a goodly addition being contributed by private citizens in the
form of investment instruments. With the present imposition of
foreigners' exchange controls of every kind and description—making
former practices seem like "pink tea" (in the words of Mr. Hoffman),
is there any reason for expecting that further extension of dollars
by whatever means will be more effective? " '»

This is not to plead for an ending .of our aid, whose continuation,
is so largely based on the political exigencies. But it is to plead for
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calling, at-Jeasj;, a spade a spade—ria this ease not representing sub¬
sidy as a businesslike operation, by private enterprise. The reason
for the need for frankness is not an ethical one, but utilitarian in not
-even further accentuating the positive palliative nature" of dollar-
distribution.

These recurrent distributions of dollars have covered op, bol¬
stered, and delayed fundamental correction, of underlying sickness-
such as tightly-controlled currencies, restrictive trade policies/ col-
iectivist domestic economic policies, and the maintenance of import-
obstructing tariff barriers by the United States. Mr. Hoffman," and
this week Mr. Truman, are more and more emphasizing the crucial
necessity for such fundamental measures, and Mr. Taylor began his
.above-mentioned report with the statement that "Trade of the United
States with Western Europe and the rest of the world is so badly
unbalanced that this country in its own interest, as well as'that of
'Europe, must seek a fundamental solution based primarily upon
greatly expanded imports to the IT'S;" ; ' \ '/ " < ■ vmv

' - The urgency of the corrective measures that are so .'crucially
needed has been dimmed even when our subsidy has been-recognized.
If the subsidy is unrecognized—by calling it something like "private
investment"—the need for action is pushed even further to the back¬
ground.

Guaranty . '
"

.Irrespective of the ideal in President Truman's-mind and the
'details of the implementing legislation that may be passed, let: no
one1 be misled as to the functioning of the Government's guaranty- in
practice. Or perhaps instead of "no one"-we should say "no tax¬
payer." For, even taking only the absence of currency convertibility,
whose restoration seems to be a decade off, what individual investor
In his right mind will choose a foreign investment in preference to
the hgh yields available to him here from the seasoned rock-ribbed
American listed corporations? Ana, in view of the potential threats
-of property expropriation and war destruction in addition to"r the
dollar-transfer difficulties, who can doubt that in the case of all cate-
-gories of our possible foreign investors—industrial as well as in¬

dividual—they will (a) insist on Government guaranty, and <b)'in a

preponderance of cases using it? / Surely the attending risk factors
.are no less exacting than they were after the First World War, with
its above-cited devastation of the investor of that period. *'V-

- • The Government guaranty technique is; particularly vicious be¬
cause it basically confuses the investment function, and will have the
effect of making -credit extension fall-between-the-two-stools of
business merit and subsidy. . Either conditions and enterprise 4n the
under-developed areas of the world are made, or otherwise become,
satisfactory for private investment so that capital can go abroad with
a sense of security and assurance of reasonable profits; or else the
present Marshall technique of subsidy must be continued. . A com¬
bination of the'two only confuses the issue. Surely the United States
Government possesses no charmed store of scientific and industrial
knowledge and techniques, sufficient to make investments safeUn
terms of the foreign currencies; and in addition, the omnipotence to
gain dollars from inconvertible curren<tfes.;d^

%//v,./,/ .• -/•*.' The Lesson'From Peanuts .Confusion j/-. /.:...yy
Such lack of omnipotence, particularly when Government, direc¬

tion and subsidization is combined with private corporate operation,
as glaringly demonstrated by iiasco resulting from the: British Labor
Government's East African groundnut scheme. This grandiose ven¬

ture for growing peanuts, undertaken two years ago; to provide
margarine and other essential oils and fats, has now admittedly col¬
lapsed with nothing to show excepting a cost to the taxpayer of £23
."million—the accounting of which collapse is commented on by the
auditors as follows: "We are unable to report that in our opinion
proper books of account have been kept by the corporation and that
we have obtained all the information .and explanations which, to the
best of our knowledge and belief, were necessary for the purposes of
'.our audit. .'. '-1/ *vVd

But even more important than the obscuration of accounts of
public corporation,; or that the taxpayer received no peanuts' for

his millions, is the lesson that decisions about projects cannot follow
logical factors when availability of the public treasury is substi¬
tuted for individual responsibility for one's judgment. J
i And surely the various political elements extinguish all possi¬
bility of genuine creditor-debtor tests, whether an a-domestic or
.global scale. It is even more tempting to bait the global than the
•domestic potential lender. ';■/

Additional observations on Point IV will be included in next
•week's column. '1 - ' 1 > ' '

Association of Stock Exchange Firms •Elects////
! Benjamin H. Griswold, III, President
■b: Benjamin H. Griswold, III. partner of Alex. Brown & Sons, Balti¬
more,-and the sixth generation. of the Brown family to represent
controlling interest in the firm, was elected President of the Asso¬
ciation of Stock Exchange Firms at the annual meeting of the Board

B. H. Griswold, III

of Governors.

Mr. ; Griswold
is /the second
non - resident
of New York
to be elected
President o f
the Associa¬
tion. He suc¬

ceeds Harold
P. Gooribodyj
Goodbody &
Co., NewYork.
In accepting

the ?•-Presiden¬

cy, Mr. Gris¬
wold-; said:-- "I
enthusiastical¬

ly accept r this • • - > , ■ . !

opportunity; to contribute to the
splendid work the ASEF is doing
to help solve the problems of the
stock exchange industry,* *
"We are . working primarily to

help members, in every way- to do
their jobs economically and ef¬
ficiently/,in . the public interest.
We also utilize our organization to
the best of our abilities to assist
the New York Btock Exchange
and its management to enlarge its
public services. The Association's
contribution to the industry's wel¬
fare is self-evident. /%." ,

"In many ways- our: problems
today are greater than ever before

[ because these problems more than
ever before affect the entire econ¬

omy of the country and not only
the stock exchange industry. The
mechanism to provide equity cap¬
ital cannot be in good i running
order unless the market for equi¬
ties ' on the New York Stock

Exchange pr.operl y represents
values.' As has often beeq said,
many excellent corporations today
are worth more dead than alive,
when the current market price ?of
their shares, is taken into consid¬
eration.

"Obviously the Federal tax
structure is the main deterrent to

healthy equity markets, but the
securities industry in addition to
fighting for fair tax legislation
must bend every effort to find
new sources of equity capital. ,

/ "To meet these responsibilities,
the industry/ must cooperatively
solve its problems. It must con¬

stantly strive to satisfy on an

equitable and orderly basis the
needs of industry and the needs
of ( the owners of risk capital.
There is a great challenge to us

all today. I am confident it will

be met in the interest of con-

tinned sound economic progress in
the United States."

Hans A. Widermann (Carl M.
Loeb, Rhoades & Co., New York),
James A. Hogle (James A. Hogle
& Co., Salt Lake City) and Eugene
M. Geddes (Clark, Dodge & Co.,
New York) were elected . First
Vice-President, Second Vice-Pres¬
ident, and Treasurer, respectively.
Sidney L. Parry, Henry W. Put¬

nam and R. Michael Charters were

reappointed Executive Vice-
President, Vice - President, .• and
Secretary, respectively.
The following were elected to

membership on the Board ;of Gov¬
ernors to serve their first term:
'

Douglas G. Bonner, Bonner &
Gregory, New York Cityj'H.'H.
Dewar, Dewar, Robertson & Pan-
coast/San Antonio, Texas; Horace
W. Frost, Tucker, Anthony & Co.,
Boston, Mass.; Willis D. Gradison,
W. D. Gradison & Co., Cincinnati,
Ohio; Roscoe C.'Ingalls, Ingalls &
Snyder, New York City; Walter
Mavnard, Shearson, Hammill &
Co.; New York City; Edward P.
Prescott, Prescott & Co.,1 Cleve¬
land, Ohio; William F. Van De-
venter, Laidlaw & Co., New York
City.,'"

m >y ,/ y, ; •
Members of the board reelected

to serve their second terms are:

Albert v: D. Farwell, Farwell,
Chapman & Co.,Chicago, . 111.;
-Wilbur G. Hoye, Chas. W. Scran-
ton & Co., New Haven,, Conn.;
Roberty A. Magowan, Merrill
Lynch, Pierce, Fenner >& Beane,
New York City. , .

Harold P. Goodbody, Goodbody
& Co.,/New York, retiring Presi¬
dent, .was elected for a one-year
term. s .1 '* (-

Named to the 1950 Nominating
Committee were:

Richard P. Dunn, Auchincloss,
Parker & Redpath, Washington,

Hafsey, Stuart Offers
Associated Tel. Bonds
V Halsey, Stuart & Co. Inc. and
associates offered publicly, Nov.
tlG, $9,000,000 Associated Tele¬
phone Co., Ltd. 2%% first mort¬
gage bonds, Series F, due Nov. 1,
.1979 at\ 1003/4% and accrued in¬
terest. The group won award Of
the bonds at competitive sale on

® bid of 100.2671. Associated in
the offering are Dick & Merle-
Smith; Otis & Co. (Inc.); Stroud &
Co., Inc.; Schwabacher & Co., Hell¬
er, Bruce & Co.; the Robinson-
Humphrey Co., and Thomas & Co.
Net proceeds will be used by t

the company in part for the con- j
sstruction, completion, extension |
land for improvement of its facili¬
ties and for service, and in part

to reimburse its treasury for ex¬

penditures heretofore made for
ssuch purposes, and in part to

/liquidate 'any short-term bank
Joans owed by the company.

The new bonds will be redeem¬

able ,at /prices .ranging from

103.75% to 100%.

The company provides local
telephone service in certain cities
and communities in Southern

California. /'; jy •//•'y
The company provides toll serv-

ice, over its own lines exclusively,
between Huntington Beach and
Westminster, between M a 1 i b u
Beach and Santa Monica, between
Santa Monica and West Los An;
geles, between Laguna Beach and
Tustin, between San Bernardino,
Crestline and Lake Arrowhead,
and between all of its exchanges
located in Santa Barbara County.
Toll service to other points in and
out of California is provided by
connection with the Bell System
through the lines of the Pacific
Telephone and Telegraph Com¬
pany. , yyyy/ • ■ ■ ■'/'.'/ y'
The company's sole subsidiary,

San Joaquin Associated Telephone
Co., operates local telephone sys¬
tems in Strathmore, Fowler, Lind¬
say and Ref.hey, all of which are
located in the central part of
California. This subsidiary also
owns and operates a toll line be¬
tween Reedley and General Grant
National Park, California, afford¬
ing toll service to a number of
intermediate small communities.
Toll service to other points in and

out of California is provided by
connection with the Bell System
through lines of the Pacific Tele¬
phone and Telegraph Company.

. Telephone service to automo¬
biles, busses-and trucks through
the use of radio has been infl¬
ated by the company in territory
served by it. Under this arrange¬
ment vehicles of subscribers to
this service are connected by ra¬
dio to the wire telephone 1 net¬
work of the company and thus
may receive telephone service
similar to that of any wire tele¬
phone subscriber, r

Firm Name Is Now
S. Weinberg & Go.
Samuel Weinberg of Weinberg,

Frank Company, 60 Wall Street,
New York City, announces the

change in the firm name to S.

Weinberg & Ccx Members of the
New York Security Dealers' As¬

sociation, they will continue their

previous business of rendering

brokerage service to dealers and

banks.

M. Donald Grant, Fahne-
& Co., New York City; Ar¬

thur K. Peck, Walters, Peck & Co,,
New'York City; George T. Purves,
Hemphill, Noyes, Graham, Par¬
sons & Co., New York City; Edgar
Scott, .Montgomery, Scott & Co.,
Philadelphia.
The Board of Governors aluo

approved Mr. Griswold's appoint¬
ments of standing committees lor

1950, the Chairmen of which are
as follows: •>

Banking Relations—Gardner D.
Stout; Dominick & Dominick, New
York.

Bond—Douglas G. Bonner^Bon¬
ner & Gregory, New York.
Business and Office Procedure?—

Harold P. Goodbody, Goodbody &
Co., New York.

• Commodity—Harold L. Bache*
Bache & Co., New York.
Customers' Brokers—Maynard

C. Ivison, Abbott, Proctor .& Paine,
New' York.

Employee Relations—F. Warre,!
Pershing,'Pershing & Co., New
York.

Foreign Business — George R.
Kantzler, E. F. Hutton & Co., New.
York.

Industry Relations— Albert I>.
Farwell, Farwell, Chapman 8$ Co.,
Chicago.
Investment Advisory— Thomas:

F. Lennon, Delrfield & DelafieM,
New York.

Investment Banking—Joseph M,
Scribner, Singer, Deane & Scrib-
iner, Pittsburgh. . .

Legislation—James Parker No¬
lan, Folger, Nolan & Co., Wash¬
ington, D. C. * /*
Membership—Eugene M. Ged¬

des, Clark, Dodge * & Co., New
York. .

( ,r. ... ' / ■ /, ' •

Off-Board Trading—C. NewboM
Taylor, W. H. Newbold & Sons,
Philadelphia.
Public Relations — Robert A.

Magowan, Merrill Lynch, Pierce,
Fenner & Beane, New York. :

Regional ' Exchanges —- Phelps
Witter, Dean, Witter & Co., Los
Angeles.
Taxation—H. H. Dewar, Dewar,

Robertson & Pancoast, San' An¬
tonio.

the only whisky gift of its kind

PERSONALIZED BOTTLE

America's richest whisky in a handsome gift carton
with, your own choice of 3 golden initials

America's

smartest

gift idea

rarf rl fndfd whisky 86 w*oof. w% grain neutral spirits.l\ni\L DLLIiL/LU VVrilOTX I SCHENLEY DISTRIBUTORS INC., NEW YORK CITY
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INVESIMENTPROGRAM
An Open InvesimeHTAmount

Details of program and
prospectus upon request ; '

NATIONAL SECURITIES &

RESEARCH CORPORATION
120 BROADWAY, NEW YORK 5, N. Y.

prospectus from
your investment dealer'
y-A-' or

PHILADELPHIA 2, PA>

^Inquire about:

Diversified t

I

Fund

A Series of
Neu> York

Stocks, Inc.

Prospectus and oilier descriptive

material available from your local
investment dealer, or from

Hugh W. Long and Company
INCOKPOHATED

48 Wall Street, New York 5

C<i!CACO LOS ANGELES

*

K, :yston<
Custodian

funis
Certificates of Participation in

INVESTMENT FUNDS

investing tken capital
f IN s

BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

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

I'rmjjactwf may b* obtained from

TLeKeystone Company
ol Boston

50 Congress Street
Boston 9, .Massachusetts

Mutual Funds
By HENRY HUNT =

An Estate for Your Heirs:
: ;i:; Many parents feel that after they have reared their children
properly and have seen them through their schooling, their job is
finished. From then on, like fledgling birds, the oftspring are or
their own. V;'-V' .. .! • , , .

In order to provide themselves with security and comfort m
their declining years, such parents frequently purchase straight an¬
nuities or retirement insurance policies—policies that are paid up at
55 but paid out at death. There is nothing basically wrong with this
idea. Every provident person protects himself against the adversities
of old age. . .■ . ....

Plowever, other parents, in addition to guiding their children
to maturity, manage to leave them a sizable nest-egg as well. Many
of these parents have discovered that, through purchasing shares in
mutual funds, they can achieve a two-fold objective:

(1) Provide themselves with a continuous income for today, to¬
morrow and always. p

(2) Leave an assured income for their children or an estate
readily convertible into cash. ^ .''

Today more and more thrifty people are using mutual funds as
a medium for their surplus cash instead of insurance policies of the
so-called savings variety. hi//r;■ -: ;'.^vC';~:^ ^

Investing for Appreciation
"Most investors buy common stocks for appreciation of capital

and increase of income. Their objective is sound. They are often in¬
clined, however, to proceed along unsound lines in seeking their goal,
because they have neither the time nor the facilities for formulating
a well-advised program which can be administered efficiently and
effectively. - ' r \ v

"A carefully planned program is essential if the opportunities
for gain are to balance adequately the business risks involved. For
such a program, there are three fundamental requirements:

"(1) There should be proper diversification among a substantial
number of carefully selected enterprises.

"(2) Each security should be purchased only after thorough anal¬
ysis and the application of experienced business judgment to the
problem of its selection. ' 1 ^
v "(3) A close and constant supervision of investments should be
exercised. Each security should be under regular and systematic scru¬
tiny as to its continuing desirability as an investment under changing
business conditions. ■.«<».».' i. t #

"A mutual common stock fund meets the above three require¬
ments. It provides in the form of a single security essential diversi¬
fication, careful selection and continuous supervision. It furnishes a
sound and constructive urogram of investing for appreciation."—
From an Eaton & Howard folder.

Putnam to Add Two New Trustees

Subject to stockholders approval on Dec. 14, The George Putnam
Fund will elect two new trustees, Louis J. Hunter and Stanley F.
Teele, both of Boston. f .

Mr. Hunter is the owner of Louis J. Hunter and Associates,
which was organized in 1934 to'provide trustee and financial services
to corporations and individuals. Mr. Hunter is retained by a num¬
ber of corporations for advisory services as to management policy
and finance, and also acts as an expert in the valuation of business
concerns incident to estate and gift taxation and financing. He is
also engaged to make business surveys and studies and to work out
plans for corporate reorganizations. In addition, he holds trustee¬
ships and other fiduciary positions involving a substantial amount

Ajfiliated
Fund, Inc.

Prospectus upon request
THE LOBD-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.

of investment funds. /Mr. Hunter is 59 years of age and has been
engaged in this type of work for practically his entire business
experience. He is a director, trustee, and officer of a number of
business corporations and philanthropic institutions.

Mr. Teele's principal occupation is Associate Dean and Professor
at the Graduate School of Business Administration, Harvard Univer¬
sity.- From 1941 to 1943 he was with th6 War Production BOard as

Deputy Director of the Procurement Policy Division and a member
of the Procurement Policy Board. From 1944 through 1945. approxi¬
mately half of his time was spent as special consultant to the Senate
Military Affairs Committee and the other half as Professor of Busi¬
ness Administration at the Harvard Graduate School of Business Ad¬
ministration. Since February, 1946, he has been Associate Dean of
this school. Mr. Teele is a trustee of the Newton Savings Bank and
serves in a consulting capacity for various corporations, such as
special consultant to the Standard Oil of New Jersey. ♦
-J.:y. V--:*'/'V -Ji -V • - / ■ /,/•:/ ' */■•/'. •

Tax Savings
A concise and unusually readable discussion of the tax savings

available to investors in 1949 has just been published by the Keystone
Company of Boston, underwriters for Keystone Custodian Funds.
Since the U. S. Treasury Department has recommended to Congress
specific steps to reduce or eliminate many of the savings now per¬
mitted under the Federal tax law, Keystone's new 8-page tax bulletin
is particularly timely. It is of special interest to investors now

because this is the time to act if they want to gain full advantage
of the comparatively lenient present laws. /

For instance, as Keystone points out, if the U. S. Treasury has
its way, basic lifetime gift exemptions will be reduced from $!i0,000
to $20 000, and the specific estate tax exemptions will be cut from
$60,000 to $40,000. Another Treasury proposal would tax gifts and
estates equally (present gift tax rates are only three-fourths of estate
lax rates); another would tax gifts as income to recipients. / ;

The Keystone Company describes briefly each of the nine pro¬
visions now in effect that may afford opportunities for tax savings
if. acted upon immediately, accompanied by excellent examples in
each case. Jt then goes on to state the pertinent Treasury recom¬
mendations now before Congress. . ■

Another section of Keystone's interesting study on taxes shows
how alert investors may use long-term and short-term losses to
save taxes—if they act in time before the end of the year.

Notes Growth of Mutual Funds
William D. Carter, writing in November issue of "Harvard Business
Review," estimates in less than decade, their assets have increased
from less than %l/% billion to more than $1% billion. Holds, how¬
ever, mutual funds offer no solution for industry's need of equity
capital and denies they are responsible for today's thin, inactive

securities markets.

Writing in the November issue of the "Harvard Business Review,"
published by Harvard University, William D. Carter, who is associ¬
ated with the Keystone Company of Boston, holds the rate of growth
of mutual investment funds has been particularly impressive in the

last few years $>-—-—— — — ———.

—indeed, s o terest in securities. It is contended
much so that that because of their, methods of
it is time for a distribution they are creating
re - evaluation hundreds of thousands of new

of their status.

William D. Carter

"The need for
cri t i c a 1 ex-

a m i n ation,"
Mr. Carter

points out, "is
all the great¬
er because of

the wide¬

spread recog¬
nition they
h a v e; now
attained and

the accom¬

panying controversy about them."
"Much of the recent comment

about the industry," according to
Mr. Carter, "appears to have re¬
sulted more from a rather un¬

derstandable enthusiasm for a vital
and growing enterprise than from
a careful appraisal of available
facts. It has been regarded as

having no growth limitations; of
promising to be a $50-billion
business within the next decade
or so. Mutual funds are also said
tc be a cure-all for our present
equity and venture capital prob¬
lem, a strong bulwark against en¬
croaching socialism, and the one

bright hope on the dim financial
horizon for awakening mass in-

capitalists among the broader
segment of the public who now

hold the bulk of our investable

savings and who previously were
not investors in securities. And,
indeed, these observations con¬
tain a certain element of truth. ■;
"At the same time, as may be

considered not unusual of a rela¬

tively new, vital, and not tco well
understood industry, mutual in¬
vestment funds and , aspects of
their operation have been the
subject of considerable contro¬
versy both in and out of the in¬
vestment field. Regarded by some

as a product of the tremendous
social and economic changes
which have taken place in this
country within the past two dec¬
ades, they are said to have
reached the peak of their growth.
Their ability to weather a period
of drastic economic change has
been questioned, as has the qual¬
ity of their managements and
their record of investment results.
It further has been said that they
have grown so large in recent
years that they are the chief cause
of today's thin, lackadaisical se¬

curity markets and will increas-
(Continued on page 17)

For Prospectus Write—
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ingly influence security price
movements in the future. . . .

Have Not Reached Maturity
• "There is more than a sugges¬
tion that on industry of potential
greatness has reached maturity
and is already exerting an impact
of some proportions, both eco¬

nomically and socially, upon the
national scene. .; . . it has fre¬
quently been pointed out that the
assets "of the 87 mutual invest>
ment funds have tripled in less
than a decade, increasing from
just short of $500 million in 1940
to more than $l1//2 billion by the
end of the second quarter of this
year. Also the number of share¬
holders has nearly tripled in that
period, growing from just under
300,000 to more than 725,000.
While this record of growth is
impressive, the portion of national
savings which has been absorbed
has not been very great. . . .

• "Perhaps of greater future sig¬
nificance is the fact that the mu¬

tual investment funds in 1947 and

1948, and particularly in the pe¬
riod following the national elec-
.tions last November, have con¬
tinued to show a steady increase
in new capital paid in. This was

a period in which general investor
interest in securities languished
and volume of trade on the New
.York exchanges steadily declined.
... It is also interesting to note
that while mutual fund sales were

mounting during the three quar¬

ters, redemptions of shares de¬
clined at an even greater rate."
Mr. Carter goes on to discuss

in detail the way mutual funds
.function and the pr9s and cons
of their services to investors. He

gives particular attention to what
he calls the problem of proper
choice. "The problem of whether
to make use of mutual investment
funds ana, if so, on what basis to
choose the proper funds is a real
one. There is no more point in
trying to claim that all mutual
.funds are suitable for all types of
investors than there is in damning
them all because some are un¬

suitable for specific purposes.
Above all, there is a difference
between the use of such funds by
.fiduciary investors or institutional
investors and by personal indi¬
vidual investors."
The author summarizes his dis¬

cussion on this point with the ob¬
servation that "the haphazard
purchase of mutual funds does not
provide an automatic cure-all for
all investment ills or problems.
It can probably be safely stated
that even the indiscriminate pur¬
chase of mutual funds is substan¬

tially safer than the indiscriminate
purchase of individual securities.
It is equally true, however, that
there is a wide gap between the
careless use of good tools and
their skillful use. Certainly, one
of the major criteria which a

- would-be buyer of mutual fund
shares will want to follow will
be that of the various considera¬

tions pertaining to fund manage¬
ment."

The management fee and op¬

erating charge, Mr. Carter says,
can be appraised "against the re¬
turn to shareholders represented
by income dividends (capital
gains excluded). It has frequently
been pointed out that manage¬
ment fees and operating charges
combined reduce income dividends
about 10%. This figure actually
appears somewhat low. If we take
the 1948 income dividend figure
of 5.3% for 50 funds—which of
course represents payments after
deduction of such charges — the
combined management and oper¬
ating charges average closer to
12% of the income paid out.
"Such a figure, however, would

. not in all probability, be very
alarming to the average profes¬
sional investor or to the trustee or

administrator of a foundation,
school, church, or hospital fund.
He would be likely to envy the
.5.3% earnings realized, and he
has reason to know that present
.management costs run high and

so create quite a drain on income.
Undoubtedly, too, more than a

few bank trust officers would like
to do as well." •

.

As for other costs, Mr. Carter
points out that "in order to render
the particular service which they
offer to investors, the mutual
funds must maintain a national

system of distributing agencies
just as the life insurance com¬

panies do. Rather than an added
tax on the business, with a con¬

sequent diminution of results to
the purchaser, this is an integral
and necessary part of the business.
Expressed another way, if every
dollar of life insurance premiums
were to go directly into creating
protection for the buyer, the same

money would buy more insurance
than it does under the existing
system. But that would hardly be

possible because without the sys¬

tem life insurance would not be
available." • •

. !

, Mr. Carter does not feel that
mutual funds offer a solution to
the problem posed by industry's
growing need for venture and

equity capital. "It can be seen that
the mutual funds, because of their
self-imposed limitations^ do not
now nor are they likely in the
future to contribute to venture-
capital needs, except to the extent
that they may one day indirectly
be instrumental in reawakening
mass interest in the securities

markets. This is not to say that
such a role would be unimportant,
but, let it be repeated, the con¬

tribution to the equity-capital
needs of American industry would
be indirect.

"The assertion that the mutual

investment companies are largely

responsible for today's thin, in¬
active security markets and will
increasingly . influence security
price movements has little sub¬
stance in fact for the reason given
above i.e., the relatively small size
of the industry. During the eight
years from 1941 on, when the mu¬
tual investment companies in¬
creased their assets by approxi¬
mately $1 billion, the value of se¬
curities listed on the New York
Stock Exchange increased $27.1
billion, or 27 times as much. This
increase in values of securities

alone far overshadowed any ef¬
fect the mutual funds may have
had on the market in that period."

In general, concludes Mr. Carter,
"the mutual funds do not exert a

force of great consequence on the
American economy and the
American way of doing things, at

least pot to anywhere near the
same degree as do such large fi¬
nancial institutions as the insur¬
ance companies and banks. Per¬
haps The reason is simply that
they have not had the same

number of years behind them in
which to develop. They have,
however, come a long way in the
16 years since the largest number
of the companies came into
existence." "Mutual funds" he con¬

tends, however, "do oifer a needed
investment service, psychologi¬
cally geared to these times or the
conceivable future, is apparent.
. . . The industry would thus ap¬
pear to have every opportunity, in
a remarkably few years, to be¬
come well known to the Ameri¬

can public as a whole, provided
the quality of its product con¬

tinues at the present high
standard."

THE FUTURE HOLDS GREAT PROMISE

MOST A. T. & T. STOCKHOLDERS HAVE

OWNED THEIR SHARES A LONG TIME

L v.:

M

Mo«E than half of the 800,000 stockhold-
«*./• • • • • f \ ■

ers of the American Telephone and Tele¬
graph Company have owned their shares
for ten years or longer. More than 265,000
have held their shares for fifteen years

or longer. :,/■

They are men and women in all walks of
life in every section of the country. Their
average holding is 30 shares.

They bought the stock "for keeps" be¬
cause of their long-term confidence in the

business and a fair and stable return on

their investment.

The financial good health of the Bell
System over many years has been to the

advantage of the public no less than share¬
holders and employees.

The reasonable, regular A. T. & T. divi¬
dend, unchanged for twenty-eight years,

has helped to attract the capital needed to
build and expand facilities and provide
the best telephone service in the world.

BELL TELEPHONE SYSTEM

tfl
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By H. E. JOHNSON

This Week—Insurance Stocks
• Although the usual method of investing in the insurance industry

is to purchase insurance company stocks directly, there are a num¬
ber of corporations in which insurance activities form a secondary
but important part of total activities and which offer opportunities
of participating indirectly in the operations of the insurance industry.

Prominent among such companies are those connected with auto¬
mobile financing activities such as Commercial Credit Company and
C. I. T. Financial Corporation, ' V'^vY''

Both of these concerns have insurance subsidiaries which write
various lines, including automobile, fire and casualty and general
casualty. Probably the most important insurance activity of these
companies is that connected with the automobiles they finance. As
part of the financing arrangement they also sell the automobile pur¬
chaser insurance covering the car for a period of time as long as
or longer than the instalment contract. ,, , . .. ..

As'a result they acquire insurance business on the cars they finance
with the automobile dealers, in a sense, acting as the insurance agent.
The dealer, however, obtains his commission from the financing fee
and the Company acquires the insurance without the usual under¬
writing expenses, -y .W-vvy- .

This fact enables the finance companies to show a lower expense
of acquisition on this type of underwriting operations than other
concerns doing business in the ordinary way. Of course, on the other
types of insurance they underwrite they maintain a general agency
business and are subject to the same conditions as others in the in¬
dustry.

In common with most, insurance companies, both C. I. T. and
Commercial Credit have experienced a rapid rise in the volume of
business during the past three years. The reasons, however, are not
entirely comparable in the two cases.

Most insurance companies have shown increased volume which
has been a reflection of higher valuations resulting from increased
prices, an increase in insurable property and higher insurance rates.
These same influences have been significant factors in the volume
of the two finance companies but, of more importance as a contrib¬
utor to the sharp expansion in underwriting, has been the return of
automobile production and instalment financing. r .V,. ^

During the war years the production of automobiles was stopped
and there was little necessity for instalment credit or the insurance
related thereto. It was only with the resumption of automobile pro¬
duction that such facilities could be utilized. Since that time, how¬
ever, instalment financing of automobiles and the insurance under¬
writing related to it have increased rapidly.

In the case of C. I. T., net insurance premiums written for the
year 1943 totaled $58,293,172 as compared with $23,328,684 for the
year 1946. The greatest increase in these totals occurred in the sub¬
sidiaries writing coverage for automobiles which wpre ^financed by
C. I. T. These two units, Service Fire-Insurance Company and Service
Casualty Company, increased their premium volume from $8,795,293
in 1946 to $20,058,804 in 1947 and $37,480,590 in 1948. So far in the
first six months of the1 current year premium volume has continued
this sharp upward trend. For this period net premiums written by
the two Service Companies amounted to $26,810,544 compared with
$17,125,893 in the same period of 1948. With instalment credit con¬
tinuing its upward trend further gains are indicated for the final six
months. ' . {

This growth in premium volume has been reflected in a sharp
increase in the unearned premium account for C. I. T.- At the end of
June 1949, it amounted to $52,106,96.1 for all the insurance subsidi¬
aries as compared with $41,959,511 at the end of 1948 and only $17,-
409,670 as of Dec. 31, 1946. These figures, when considered along
with general industry conditions, would seem to indicate a current
£*nd potential profitable period of earnings from insurance activities.

C. I. T. does not issue separate figures on the results of its insur¬
ance operations. Commercial Credit does, however, and in as much
as their activities are very comparable, .an idea of underwriting re¬
sults over the past three years can be obtained from such reports.

The trend of premium volume and the unearned premium
account in the two companies, C. I. T. and Commercial Credit, has
followed similar upward courses. In spite of the expanded volume
and increase in unearned premium reserves, the experience of Com¬
mercial Credit has not been too unsatisfactory. A loss of approxi¬
mately $752,000 was shown on insurance for 1946. In each of the past
two years an improvement has been shown with net income of
$1,540,241 reported for 1947 and $3,691,270 for 1948.

In the she months ended June 30, 1949 net income, after taxes,
from insurance was reported at $2,609,111 as compared with $1,584,-
474 for the similar period of 1948. The underwriting profit was equal
to $3,894,673 and $2,253,909 respectively. None of these figures take
into account the equity which the stockholder has in the increase in
the unearned premium reserve. This increase amounted to approxi¬
mately $6,000,000 in the first six months Of the current vear and if
40% was computed as the equity, another $2,000,000 would be added
to the adjusted earnings. ' ;v' :i;,;V/V'!

While a more detailed analysis of the figures-is desirable, it is
obvious that both C. I. T. and Commercial Credit are currently bene¬
fiting from favorable insurance operations. 5 : - :

Devaluation and Congress
By THOMAS I. PARKINSON* > . ,

: President, Equitable Life Assurance Society of the U. S. • v ,

Mr. Parkinson, commenting on recent discussion of altering gold
value of dollar, notes that old statutes, as well as Gold Reserve ;
Act of 1934, authorize Treasury to buy and sell gold at prices ;
fixed by Treasury Secretary. Says this situation, because of its
disturbing implications and inflationary threats, should not continue,
and urges a Monetary Commission without further delay consider ;

'■Kv-Ovi ' "The matter. Y :V

The recent devaluation of the British pound followed confer-r
ences here and abroad which discussed the possibility of devaluation
of our dollar. If we should devalue the dollar, it would mean a

<£-

BANK STOCKS
in

BUYING ZONE

Tax loss opportunities in
Bank and Insurance Stocks

Laird, Bissell & Meeds
Members New York Stock Exchange
120 BEOADWAY, NEW YOKE 5, N. Y.

k . Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49

it. A, Gibbs, Manager Trading Dept.)

Whitcomb & Co., Is
Formed in New York
Newell B. Whitcomb and Wil¬

liam S. Sagar, Member New York
Stock Exchange, announce forma¬
tion of the firm of Whitcomb &

Co.,: with offices at - 30 Broad
Street, New York City. Mr. Whit¬
comb has been a partner of Dobbs
& Co. since 1931, while Mr. Sagar
was a floor broker, on the New

York Stock Exchange, with of¬
fices at Mallory, Adee & Co.

T. I. Parkinson

change in our

price paid for
gold. Since
the British

devaluation,
there has

been much

wonder and
some discus¬
sion of the

possibility of
an increase in

the present
price which
we now pay
for gold, that
i s, $35 a n

ounce. As

often happens
in such matters, the discussion
omits some of the most serious
problems.
If our fiscal and monetary au¬

thorities should recommend an iri-
crease in the price which we pay
for gold, there probably would not
be much time for further discus¬
sion. Some emergency would be
urged as necessitating immediate
action. Therefore, it seems worth¬
while to emphasize now the re¬
lation of Congress to any such
proposal.
The Secretary of the Treasury

recently denied any intention to
devalue the dollar. He specifically
declared that we would not in¬
crease the price paid for gold.
However, we all remember the
similar specific denials made by
the British monetary authorities
up to the very moment of deval¬
uation.

In his memorandum denying
any intention to devalue the dol¬
lar,, the Secretary made the point
that devaluation would require
new legislation by Congress. The
memorandum, however, is not
convincing on this point. The fact
is that when the price of gold was
increased in 1934 to $35 an ounce,
the Treasury asked Congress for
a specific authorization which was
given for a limited time, then ex¬
tended for another limited time
and finally expired six years ago.

The expiration of the specific
Congressional authority for a
change in the gold content of the
dollar and of its value does not,
however,: fully determine/ the
Treasury's power because there
are other statutes involved, v Acts
of Congress which originated just
after the Civil War," and which
were amended by the Gold Re¬
serve Act of 1934, authorized the
Treasury to buy and sell gold at
prices fixed by the Secretary.

Why, it may be asked, if these
old statutes authorized a change
in the price of gold, did Congress
find it necessary to enact the spe¬
cific authorization of change for
a limited period? Well, it is not
unusual in judicial construction

■ of statutes to say that such a pro¬
vision as the specific authoriza¬
tion though not essential .to give
the Treasury power which it al¬
ready had under the old statutes
was used for political and expe¬
dient purposes to meet the emer¬

gencies of 1934. That would mean
that though the specific authoriza¬
tion has expired, the old Acts as
amended remain in force with the
result that the Secretary of the
Treasury still has the power to

*A statement by Mr. Parkinson
distributed through Continental
Press Syndicate, Brightwaters,
New York.

change the price which the Treas¬
ury pays for gold.
Certainly the state of the Acts

of Congress relating to gold and
its value for monetary purposes

might well justify an opinion b,y
the Attorney General that the
power to increase the price re-!
mained in the Secretary. If, sup¬

ported by such an opinion, the
Secretary of the Treasury came
forward with an announcement
that he had changed the price of
gold because of a domestic or in-:
lernational emergency, might not
Congress be confronted witn what
our French friends call a "fait
accompli"?: ■

The possibility of a change in
the price which we pay for gold
and the consequent devaluation of
our dollar, decreasing its purchase
ing . value, is something of too
much importance to be trifled
with or allowed to drift. „ Every
life insurance policy holder, every
one now enjoying or expecting to
enjoy pensions, would be vitally
affected by such a change in our

money. Therefore, instead of
avoiding the discussion of thq
problem because of its delicacy,
we ought to insist on the discus-*
sion because of its vital impor¬
tanceV

The Secretary, in his recent an
nouncement, referred to the Act
of Congress authorizing our agree¬
ment to the International Mone¬

tary Fund which, he said, prevents
any change in the present $35 an
ounce price for gold. That cer¬
tainly is true for the purposes of
the International Monetary Fund,
but whether it prevents the Treas^
ury from exercising its power
under the old gold statutes is a
matter for judicial interpretation.
It certainly is not a definite pro¬
hibition of action under the old
statutes and, again, it would seem
open to the Attorney General to
rule that the old statutes continued
to authorize the Secretary to in¬
crease the gold price.
Now, if the price of gold were

increased under these old statutes,
it has been suggested that the in¬
crease in price could not be mon¬
etized. That's a technical way of
saying that the increased price
would not add to our money sup¬

ply; but when the Terasury buys
gold at whatever price, it pays for
it with gold certificates issued to
the Federal. Reserve Bank and
the price paid becomes a part of
the deposits of our banking sys¬
tem and would, it seems, neces¬

sarily increase our money supply.
This whole matter is too im¬

portant to be left in the garbled
condition of our present Acts of
Congress. It would help if Con¬
gress would simply repeal the
Gold Reserve Act of 1934. It
would be better still if Congress
would provide in some way for
stability of the purchasing value
of our dollar'and take the subject
out of executive discretion. Sta¬
bility of the dollar's purchasing
power is an essential, and stabil¬
ity, can not be expected if these
Acts of Congress remain as they
are while emergencies, domestic
and international, threaten at any
moment to tempt our fiscal and
monetary officials to action which
will, in effect, devalue the dollar.
Certainly some kind of con¬

vertibility of our paper money
into stable values must be pro¬

vided for or we must expect to
drift further and further into de¬

valuation and inflation. We, can-K
not *■ refrain rtrom.repeatmg - our '

oft-expressed belief .that these
matters should be referred to a

Monetary' Commission,", without
further delay,1 and a basis devel- '
oped for a sound and stable dollar
which would put our financial
house in order and be a refreshing
inspiration to all civilized coun¬
tries. - •/." ? 1

Le Boutillier OKY :

Truman's Stand on Gold:
i' N. Y.. State Chairman of Gold
Standard League, however, takes
exception to statement of' Allan
Sproul in San Francisco that
same groups which desire free
gold market also advocate res¬
toration of convertible currency.

Philip Le Boutillier, President,
Best & Co., New York and New/
York State Chairman of the Gold
Standard League, in a statement
s ., v:'. - issued on Nov.

15, declared,
that "Presi-"
dent Truman's

emphatic offi- J
rial statement
late last week
to the effect
that the price
of gold will y
not be raised
as long as he
is ■ President,/,
is a sound
co n structive

step for the
admin istra-

tion to take,
and good to

hear." "We must hope this will
demolish both the domestic and

foreign propaganda for devalua¬
tion," he said, and added: "As long
as either covert or open!; propa¬
ganda for devaluation continued,
Ihe worth of all savings and all
pension rights, together with the
credit of the Federal government
itself, would remain suspect. If the
administration will restore con¬

vertibility, a good start can be
made towards getting our extrav¬
agant government spending under
control." •

In a previous release, Mr. Le
Boutillier announced that the
Gold Standard League fully
agrees with Allan Sproul's re¬
marks at, the American Bankers
Association Convention in San
Francisco in opposing a free gold
market. However,' Mr. Le Boutil¬
lier denied that "those advocat¬

ing a free gold market and irre¬
deemable money" are the same as
those advocating "convertibility
of currency into gold."
"Our people," according to Mr.

Le Boutillier, "can never regain
control over their public purse
until our currency is made re ¬

deemable. Under our irredeem¬
able paper, money,: our Federal
government can and does buy the
support of vote-delivering pres¬
sure groups. Concerned people
have organized economy groups,
tax groups, and so on to arrest our
government's orgy of reckless
spending. The money, time and
effort that have gone into such
enterprises have largely been
wasted and the, government has
gone right on with its spending-"

Philip Le Boutillier

Los Angeles Bond Club
Names Manning Dir. :
LOS ANGELES, CALIF.—The

Bond Club of Los Angeles has
elected Stevens Manning, Paine,
Webber, Jackson & Curtis, a di¬
rector to succeed Albert C.

Purkiss, Waist on, Hoffman &
Goodwin. Mr. Purkiss resigned
his post since he is being trans¬
ferred to the New York office of
his finn.

F. Stuart Roussell, First Cali¬
fornia Company, was elected a
Vice-President of the Bond Club.
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Trend of British Interest Rates
//•/-/ 'V-" By PAUL EINZIG ; '*/•<

Noting Sir Stafford Cripps* reversal of his predecessor's cheap money *
pol.cy, Dr. Einzig foresees return of use of Bank oP England (Us-/
coant rate to control credit expansion. Says current long-term high t

*

interest rate in Britain will lead to more bank borrowing because ?

of wide gap between long- and short-term rates. Holds current low *;

/7 short-term.rates' will continue. . . •'? x

LONDON, ENG.—A recent circular issued to.all British banks
by the Bank of England, acting under instructions by the Treasury,
emphasized the need for avoiding the granting of credits. twhich/,v£bidd
tend to accentuate the inflationary trend. This resulted in a revival

of the old con- P

Dr. Paul Einzig

troversy.about
the wisdom or

unwisdom of

achieving ' the
desired end by
means of rais¬

ing in t e rest
rates. On the

present occa¬
sion the ortho¬
dox arguments
in favor of re¬

suming ■ - t he
con tfolof
credit by
means of the

bank rate
I - . - - seems to carry
more conviction than they did
during recent years, owing to the
sharp rise of long-term borrowing
rates. «

- Since Sir Stafford Cripps re¬

placed Mr. Dalton as Chancellor
of the Exchequer - in 1947, the
yield " on British ; irredeemable
loans increased from about %
to about 4%, as a result of the
persistent decline in the market
for government loans. This decline
assumed a slump-like character
after the devaluation of sterling.
Admittedly, the rise of 2lk% Con¬
sols to parity during Mr. Dalton's
"Chancellorship was largely the re¬
sult of his cheap money policy
under which not only short-term
interest rates but also long-term
interest rates were brought to an
artifically low level by means of
credit expansion. The converti¬
bility crisis was the first serious
setback to this policy. The unex¬

pectedly rapid using up of the
proceeds of the American Loan
gave rise to fears that Britain's
gold and dollar resources might
soon come to an end. The antici¬
pation of a crisis arising from this
undermined confidence in ever¬

lasting cheap money. ..

. When Sir Stafford Cripps as¬
sumed office it soon became evi¬
dent that he did not share Mr.
Dalton's views on cheap money

through credit expansion. Being
in his heart of hearts an austere

deflationist, he was expected to
reverse his predecessor's .policy.
In any case, he never made any

secret, of his desire to pursue dif¬
ferent courses from those of his

predecessor. Government loans
were no longer bolstered up sys¬

tematically by means of official
buying. The only means by which
the Treasury continued to exert
influence on long-term interest
rates was through controlling new

capital issues. Apart from this the
market was allowed to find its
own level, which meant a series
of falls or declines.
'

During 1949, the anticipation
of devaluation tended to accentu¬

ate the downward trend of gov¬
ernment loans. Every new rumor
resulted in a rise of gold mining
shares and industrial stocks and

a fall in government loans. This
was in keeping with the rule that
a- depreciation of the currency
■affects securities with fixed in¬
terest. Moreover, the accentuation
of the gold drain also tended to
accentuate pessimistic expectations
of a crisis. There was a moderate,
recovery in government loans im-

1 mediately after . devaluation, as a
^result of the reinvestment,of funds
formerly invested in. gold mining
and* industrial stocks in anticipa¬
tion of this.rise through a devalua¬
tion. But the rise was short-lived,
and the ensuing fall brought the
level of government leans below

the point
est days/ of the war. ///V7 ;'/////•
With the long-term government

borrowing on a 4% basis, and.with
# tne possibility of ■>a further. in¬
crease, it has become impossible
for private borrowers to issue
nxed interest-bearing securities on
such ..favorable terms ? as during
.he last few. years. This means
that there is bound to be a ten¬

dency to finance capital require¬
ments by means of bank loans for
interest on these is still deter¬
mined by. the 2% bank rate and
the "1/2% Treasury bill rate. It is
partly in order to prevent a large-
scale credit expansion resulting
Irom the wider difference between

long-term and short-term rates
that Sir Stafford Cripps now con¬
sidered it expedient to discourage
the granting of bank credits. Some,
of his critics are of the opinion
that this action disclosed once

more his lack of understanding of
fundamental economic principles;
If a business house is unable/to
obtain enough credit;/from- its
bank then it is likely to realize
some of its investments, a large
proportion of which consists of
government loans. .This means
that the. natural consequence ox
the Treasury's action is a further
accentuation of tt.e /decline'/in
government loans. /!7:\,t
The view is widely held that it

would be wiser to accept: the -de-
feat of the cheap money J poMcy
and to allow short-term .rates jto
adjust themselves to the higher(
level of long-term' rates. ;Thpse
who are of this opinion would,
prefer the automatic contraction
of credit through higher, interest
rates to an artificial contraction-

through instructing the banks not
to grant credits wnich are liable
to accentuate inflation. It seems

most unlikely, however, that the
government would accept their
point of view. For one thing,
there is no desire in official cir¬
cles to prove a sharp contraction
of credits that may cause unem¬

ployment, least of all on the eve
of the general election. In any
case, it would mean the creation
of additional purchasing power

through an increase of tne amount
paid out in interest on Treasury
bills, and an increase of govern¬
ment, expenditures. While the
Treasury is unable to prevent the
increase of the burden of long-
term issues, it is not likely to
agree of its own free will to
double or treble the amount paid
to its short-term creditors; It still
controls short-term rates, and
there are no indications that it
will relinquish or even relax this
control. :///,■./;;/./.,/:/.■/•/

•

Moreover, it would be contrary
to everything this government
stands* for if jt were to revert to
the much-criticised "automatic"

system under which credit facili¬
ties would become inaccessible^
through their high cost, to indus¬
tries engaged in the production
of goods which are useful both
socially and commercially. Under
the ; discriminatory system the
banks are required to deny loan?
primarily to borrowers wanting it
for unproductive purposes. : A
higher level ol ^ort-term-/rates
might. leave- some unproductive

borrowing unaffected and it might
discourage productive- borrowing.
Last,, but no meansJeesi- it would
add to the cost of production at I
a moment when, the' government!

is particularly anxious to prevent
a rise in prices, i /:'-

Thus, while it would be unwise
to comhiit ourselves to a predic¬
tion regarding long-term interest
rates, it seems safe to assume that
there, will be no marked change
in the level of short-term interest

rates, at any rate until after the
general election. The advent of
a Conservative Governmentmight
mean in this respect; as in so

many other respects, a fundamen¬
tal change of policy. • „ 7

Detroit Stock Exchange •

To Retain Own Identity
/ DETROIT, MICH. — The Gov¬
erning Committee of the Detroit
Stock Exchange has informed the
Mid-West Stock Exchange that
their invitation to merge had: been
declined by formal resolution* of
the Governing Committee. ' ; /

L A. McDowell Joins I

Wm. J. Mericka & Co.
Wm. J. Mericka & Cp., Inc.,

announce that L. A. McDowell is
now associated,with the firm as a

Special Representative in its New
York office, 150 Broadway, Mr.
McDowell was formerly • associ¬
ated with, Hecke'r '& Co., Phila¬
delphia. //, /

Laemmei Addresses"
Bond Club of New Jersey ./
.The Bond Club of New Jersey

held a luncheon meeting at the
Robert Treat -Hotel, Newark, N. J.
onNov. 16 at which Wm: G. Laem¬
mel, Vice-President. of the Chemi¬
cal Bank & Trust Co.; New York,
was guest of honor and principal
speaker. -His topic was "The New
Housing Bonds." .. . / . . v

G. E, H. Werha. Wilt

Craigmyle, Pinney Ct.
Craigmyle, Pinney & Co., 1

Wall Street, New York City;
members of the New York Stock*
Exchange, announce that G../E..
Haden Werhan has become assc-;
ciated with: the firm. Mr. Werhai
was formerly Sales Manager .ft r,
JTames D. Cleland & Co, ' f

Raymond Kindle Pres.
Of Sabanita Trading :\
Raymond B. Hindle has 're-*;

signed as Comptroller of Hayden,
Stone & Co., to accept the posi-!
tion of President of Sabanifa

(Trading Corp., the American sub¬
sidiary of Central Violeta • Sugars
!Co., S. A. /

lo produce the things needed for modern living, a working
partnership of men and dollars is necessary. * / / * / / "

// Dollars are the capital that buys the plants and tools. New /

capital means more industrial growth--more and better jobs
—a higher standard of living for all. .:/••/ v ,•;■-///" T /,/; '/;'.
International Harvester welcomes the new Midwest Stock Exchange

because we believe it will stimulate the flow of new capital into
Midwest business:enterprises.~I7 "7'/7":. ..

Combining the listings of the stock exchanges ofSt. Louis, Cleveland,
Minneapolis-St. Patil and Chicago, the new Exchange offers the
prospective stock purchaser a wider range of stocks in which to invest.

At the same time, the combined facilities offer sound business
concerns seeking new capital a wider market for their stocks.! /: -

By increasing the volume of stock transactions within the area, the

operations of the new Exchange should do much to
accelerate the financial growth of the entire Midwest. This, in turn,
should speed our commercial; and industrial growth, . - j V //

Establishment of the Midwest Stock Exchange, also wjll give /
the area it serves a greater weight in the sphereoffinance.
We believe this will be good for the country as a whole, j 7

International Harvester welcomes the new Exchange with great; -

hopes for its success. Only by means of an"adequate' ffovf of
capital can industry maintain the high productivity
which is the real basis of everybody's security:

INTERNATIONAL HARVESTER
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Nominate Hargrave to
Head Midwest Exch.
CHICAGO, ILL. — The Nomi¬

nating Commit ee of the new

Midwest Stock Exchange has pro-

0

% , j

ff'\

V

1

Homer P. Hargrav* Clemens E. Gunn

posed Homer P. Hargrave, Mer¬
rill Lynch, Pierce, Fenner &
Beane, and Chairman of the Chi¬
cago Stock Exchange, as Chairman
of the new organization^. Clemens
E. Gunn, Gunn, Carey & Co.,
Cleveland, President of the
Cleveland Stock Exchange, has
been nominated for Vice-Chair¬
man.

Nominees submitted for a

Board of Governors to concist of

eighteen men were; John W. Bill¬
ings, Chicago; Ralph W. Davis,
Paul H. Davis & Co., Chicago;
John R. Burdick, Chicago; Wal¬
ter J. Buhler, Chicago; Chancel¬
lor Dougall, Chicago; Norman
Freehling, Freehling, Meyerhoff
& Co., Chicago; Reuben Thorson,
Paine, Webber, Jackson & Curtis,
Chicago; Andrew M. Baird, A. G.
Becker & Co., Chicago; Frederick
M. Tritschler, First Boston Corp.,
Chicago, Lloyd O. Birchard, Pres-
cott & Co., Cleveland; Richard A.
Gottron, Gottron-Russcll & Co.,
Cleveland; Theodore Thorburn,
Hayden, Miller & CO;, Cleveland;
Merrill M. Cohen, J. M. Dain &
Co., Minneapolis; Guybert M.
Phillips, Caldwell, Phillips Co.,
St. Paul; Robert M. Rice, R. M.
Rice & Co., Minneapolis; John H.
Crago, Smith, Moore & Co. St.
Louis; John A. Isaacs, Semple,
Jacobs & Co., St. Louis; and
Spencer H. Robinson, Hill Broth¬
ers, St. Louis.
James M. Day, President gi the

Chicago Stock Exchange, it is
expected, will be appointed to
a similar paid post with the Mid¬
west Stock Exchange, after the
Board has h£ld its first meeting.
It is anticipated that the new

Exchange wftl go into operation
Dec. 1 unless some interruption
of the installation of the Wire

system should occur.

NEW PAMPHLET

for Financial Institutions,
Business Organizatidns,
Dealers and Brokers

1950-1952

The Next Three Years
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Treasury Security

Market

Aubrey G. Lanston-

& Co.
INCORPORATED

15 Broad St., New York 5, N. Y.

Telephone WHitehall 3-1200
*

Teletype N. Y. 1-3690

Our Reporter on Governments
By JOHN T. CHIPPENDALE, JE.

The government market continues to have a good tone, despite
signs of skepticism and some profit-taking which should riot be unex¬
pected after the uptrend which carried certain issues to new highs
for the year. . . . Each time prices push up to new high levels as

they have done in the recent past, concern is expressed over the
ability of the market to maintain existing quotations because of the
increased supply of non-government issues that will be reaching the
market ift the not distant future. . . No sharp or sizable decline,
however, is looked for, even if the trend should temporarily be re¬
versed, as some believe is likely. . . . - v [ - ;

Bank issues have made progress but they have not been as
well taken as the taps, especially the longer category, which have

- set the pace in the market. . . . Buying has been good, according
to reports, and government securities are still moving into strong

■ - hands. \ . . The Vies are the leaders of the market and the
. ineligible list. V . . The bank 2J4s due 9/15/67-72 are the pace
setter of the eligibles, although the 2%s due 1956/59 are being
well taken, much of which comes from switches out of short-
terms. ... A good demand is still around for near-term
obligations, rv. *"v:

RECENT FAVORITES
Treasury figures for the month ended July 31 showed a continua¬

tion of the trend into long-term government issues but at a reduced
rate from the previous month. . . . Among the commercial banks,
the most popular higher income obligation again was the 2&% due
9/15/67-72, but this time only about one-third as many bonds were
bought as during June. ... Next came the 2*4s due 1956/59 but in
this instance also commitments amounted to just slightly more than
50% of those taken on in the previous month, ... The 2% due
Dec. 15, 1952, which was the third most sought after issue in June
was sold in small amounts by the deposit banks during July. . . .

The shorter 2s were bought in a fairly sizable way during
July, with the 2s due March and Sept. 15, 1950/52, the leaders
among the nearer-term taxable obligations. . . . The ll/ts due
12/15/50 were not far behind the aforementioned 2s. . . . The
commercial banks during July seem to have gone a little more
to the shorter end of the list than in June, with purchases of
near maturity bonds aggregating or, as in one case, exceeding
those of the longer-term obligations. , . . The most heavily
bought eligible issue during July was the 3% due Sept. 15,
1951/55. ...

ON THE SALES SIDE

As to the sellers of the bank issues, they were mainly other
investors, which includes dealers. . . . Federal did not let out any
government securities during July, which was the first full month
of the new policy of not selling Treasury bonds, to keep prices within
established limits.:. . In. the 3s due Sept. 15, 1951/55, the only
liquidator was other investors. . . . The 2s due March 15, 1950/52
were sold principally by life insurance companies, whereas the 2s
due Sept. 15, 1950/52 were disposed of mainly by other investors. . . \
The 2V4S of 1956/59 were sold by savings banks and other investors
in about equal amounts, ... . :

The longest eligible issue, the due 9/15/67-72, was sup¬
plied to the market by other investors and savings banks with a
few bonds being let out by life insurance cdmpanie^ . . .

HOW THE INELIGIBLES FARED r /
In the ineligible list, during July, the leading commitment was

made in the 2due June 15, 1959/62, with savings banks, fire and
casualty companies and life insurance companies buyers in that
order. . The main sellers were other investors and commercial
banks. . . Following in order was the 2V2% due March 15, 1965/70,with the main buyer being the savings banks, and the largest liquida¬tor being life insurance companies. ... Next came the 2*/2s due
Dec. 15, 1964/69, with savings banks again the largest buyers as thelife insurance companies likewise supplied the bonds. . . . The 2V2sdue June 15, 1962/67, and the 21,£s due June 15, 1964/69 were taken
on in not too sizable amounts by savings banks with other investorsthe principal sellers. . . . Life insurance companies and savingsbanks were the main sellers of the 2V2S 0f June and Dec. 15, 1967/72with other investors the principal buyers of the longest tap bonds. . . .

Purchases of ineligible bonds during July were somewhat
different than those in June, when the largest commitments were

in the 2J4s due Dec. 15, 1964/69, the 2V2s due March 15,1965/70, the 2%s due Dec. 15, 1963/68, and the ?A/>s due June
and Dec. 15, 1967A72. . . , Savings banks were the largest buy¬
ers of these bonds in both June and July, but Federal was the

^ principal seller in June as against no sales of Treasury bondsat all by them during July. . . ,

SCORE FOR TAP ISSUES
Pension funds continue to be active in the tap issues especiallyin the Victory bonds, with some sizable operations being reportedin the longest ineligible obligations. . . . The 1964/69s and the1965/70s are also in considerable favor, according to advices from

some quarters of the money markets. . . . The partially-exemptsare likewise being taken out of the market, with the 2%% due 1960/65continuing to be the main attraction in this group. . . . This issue
is being used for switching purposes, with the funds realized fromsold obligations going into the longest tax-sheltered obligation. <. . .The Dec. 2s of 1952/54 have been under accumulation by some of thelarge commercial banks. .

Charles H. Tuttle Joins
Thomson & McKinnon

(Special to The Financial Chronicle)

PALM BEACH, FLA.—Charles
H. Tuttle has become associated

with Thomason & McKinnon, 272
South County Road. He was for¬

merly local manager for Daniel
F. Rice & Co.

Jones and Walsh to Form
Herbert B. Jones and Richard

A. Walsh will shortly form Jones
and Walsh with offices at 25 Broad
Street, New York City. Both were

formerly with C. J. Devine &
Co. Prior thereto Mr. Jones was

with J„, & W. Seligman & Co. arid
Mr. Walsh was with De Coppet
& Doremus.

Foresees 1952 as Crucial Year for Treasury Mart
.* Aubrey G. Lanston & Co. Inc., reviews outlook of next three years
for Federal securities. Predicts, because of approaching maturities
of long-term issues, funds seeking long-term investment in govern¬

ment bonds will be greater than securities available. *

In a comprehensive study entitled "1950-1952—The Next Three
Years in the Treasury Security Market," Aubrey G. Lanston & Co.
Inc., specialists in U. S. Government securities, declared that a "cru¬
cial point in the Treasury security markets" will be reached in 1952.
Pointing out that during the<5>—■ \1 1 — —

$5 billion to $8 billion. For the
calendar year 1951, the indicated
change in the marketable debt

ranges from a retirement of $2
billion of marketable securities to
a need to sell $2 billion. If the
new issues took the form of other,
than savings notes and bonds
(such as a nonmarketable IVz%\
issue) and were acquired by non-!
bank investors, the result might
be non-inflationary also. j.
"Our conclusions with respect to!

the general background are that
nothing short of a protracted
business boom would generate a
need for capital and credit suffi-'
cient to prevent an increasing;
imbalance, wherein iirvestable;
funds exceed the amount of in¬
vestment media, and that the gov¬
erning factors in the course of
bond prices will be resolved by
Treasury and Federal Reserve de¬
cisions with respect to the refund¬
ing of the $44 billion of market¬
able Treasury bonds over the
next three years. . ;. /.

, T

From an assumption that the
market will remain at the Nov.; 1;
level or move higher, the three
best bank-eligible issues are the
2V2s of 1967-72, the 2%s of 1960-
65, and the 2%s of 1958-63. The
three worst are the shorter-term
bonds, such as the 2s of June,,
1952-54, the 2s of December, 1952-
54, and the 2s of 1953-55. In any
extremely weak market, the
above lenger-term bonds are the
worst and the shorter-term bonds
the best. Those who hold more of
the shorter-term bonds than they
need as a secondary reserve would
appear to be speculating on the
probability of a weak market.
Investors who wish to protect
themselves against lower yields
and a scarcity of offerings in the
future and, at the same time, to:
hedge against the risk of a weak*
market might be well advised to
shift to the longer-term bonds
and use the additional income to j
set up a depreciation reserve. -

"Among the ineligible bonds,
the best returns and the maxi-->
mum safety are simultaneously af¬
forded through the two issues of
1967-72. The worst issues to hold
appear to be the two issues of
2%s of 1959-62 and the 2y2s of
1962-67.

"We appear to be at a point in
the Treasury markets that was

reached once before. For many..
years, the intermediate bonds
such as the 2%s of 1948-51 and
the 2%s of 1951-54 commanded
higher premiums than the longer-
term 2%s of 1956-59, 1958-63, and
1960-65. Then the relationship
was reversed. The longer-term
2%s sold higher in price than those
of intermediate term. This study
indicates that such a change'irt
relationship may occur in the in¬
stance of the ineligible 2*4%
bonds. The longer-term bonds will
gain in price relative to the
shorter bonds and may eventual¬
ly command the highest pre¬
mium." * •

years 1950-1952, $44 billion of
marketable bank-eligible Treas¬
ury bonds—three-quarters of the
total outstanding — will be re¬

funded, the booklet said that
"based on the Treasury's owner¬

ship survey (as of June 30) com¬
mercial bonds will lose through
these refundings, about three-

quarters of their present eligible-
bond portfolios"; that unless the
Treasury or the Federal Reserve
System,- or both, make additional
ineligible bonds available, "non-
bank holders who wish to acquire
such bonds will be unable to do

so"; and that "with the year 1952,
we will reach the high point in
these:J refundings and a crucial
point in the Treasury security
markets." / /"/ • ' //■/
'/General conclusions drawn by
the firm, on the basis of its ap¬
praisal of the picture as it may
develop during the next three
years, are: ;' •.

"(a) Between now and 1952, the
issues selected by the Treasury for
refunding purposes may be lim¬
ited to a term of five years or less
at yields that will fail to replace
the income received from matur¬
ing bonds. This means higher
bond prices in general.

'

"(b) Barring a demand for cap¬
ital and credit that would be con¬

sistent only with a substantial and
protracted business boom, the
amount of funds seeking invest¬
ment in government securities of
more than five-year term will be
greater than the amount of such
securities available. This also
means higher bond prices in gen¬
eral.

"(c) If, for any unexpected rea¬

son, Treasury security prices
were to undergo any material
price decline, official support
would be rendered Treasury
bonds to whatever extent was

needed, although not necessarily
within the same pattern as the
support of 1947-1948.. ....

"(d) The passage of time has so

shortened the term of outstand¬

ing Treasury bonds that the longer
maturities may reach a new low
level in yield; (1) the longest-
term ineligible obligations cur¬

rently offer the best protection
against both a strong and a weak
market, and (2) the longest-term
bank-eligible issues offer the best
protection of income for a stable
to a strong market."

| The booklet declares that "esti¬
mates of net cash payments to and
from the public by the govern¬
ment are not the measure of the

potential amount of new market¬
able-securities borrowings, nor
are they a measure of the infla¬
tionary impact on the economy.
For example, for the fiscal year
1950 to date, the Treasury has met
its cash needs largely by selling
savings notes to corporations.
Such financing of a Treasury
deficit is non-inflationary. Even
the sale of Treasury bills for new
money have been or will be

largely offset by the redemption
for cash of small portions of ma¬
turing issues not refunded on ex¬

change offerings. To the extent
that the additional Treasury bills
may have been acquired by busi¬
ness corporations, such financing
could be either non-inflationary
or deflationary.
* "Based on the historical pattern
of sales and redemptions cf sav¬

ings bonds and on an adjusted
pattern of sales and redemptions
of savings notes, the Treasury,
during the calendar year 1950,
would need to sell-marketable
securities of from $2 billion to

$5 billion against a cash deficit of

With A. M. Kidder & Co.
(Special to The Financial Chronicle)

MIAMI, FLA. — Richard R.
Wening has become affiliated
with A. M. Kidder & Co., Alfred
I. du Pont Building.

Wm. S. Beeken Adds
(Special to The Financial Chronicle)

, WEST PALM BEACH, FLA—
Mrs. Catherin O. Smith has joined
the staff of William S. Beeken &

Co., Harvey Building.
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By WILLIAM J. McKAY

< The announcement of' further relaxation of exchange controls in
Belgium contrasts somewhat strangely with the simultaneous publica¬
tion by. the Canadian Ministry of Finance of the renewal of restrict
tions on Canadian tourist expenditures. During the coming year the
maximum amount of U. S. dollars <£
obtainable by a Canadian resident
will remain at $150. The reason

advanced- for the maintenance of
this restriction was the sharp rise

. (approximately $50 million) in
tourist expenditure in the United
States for the twelve months pe¬
riod which ended Sept. 30, 1949
in comparison with tne previous
year. ,

Any hopes that Canada would
follow the current Western Euro¬

pean movement toward the lifting
of wartime controls and restric¬
tions have been further dashed by
a recent speech of the Canadian
Secretary of State for External
Affairs. At a luncheon in New

York of the Overseas Press Club,
Mr. Pearson stated that Canada
can not go on indefinitely buying
$2 billion worth of goods annual¬
ly lrom the United States while
selling only $1 billion worth here.
During the course of this speech
the Canadian Foreign Minister
strongly intimated that this con¬
dition could only be remedied by
the imposition of further foreign

• trade' restrictions.,;/ * $:

/ The curtailment of ECA off¬
shore purchases in Canada/ and
the inability of the United King¬
dom to continue to furnish U;, 3.
dollars in , payment ofr imports
from Canada on the scale hither¬
to maintained, will undoubtedly
impose a severe strain on the Do-.
minion's exchange reserves. But

|do exchange controls and foreign
ti ade restrictions provide a satis¬
factory solution of the problem?
The British situation certainly af¬
fords an example that demon¬
strates the inefficacy of restric¬
tive methods. On the other hand
the Belgian, French and Italian
experiments in the direction of
freedom of trade and exchange
provide clear evidence of the
wisdom of the liberal approach
to the solution of world's foreign
trade problems. f

In view of the basic strength of
the Canadian economic situation

It would appear that little risk
would be involved in following
the example set by Continental
Europe. Canada moreover has
more at stake on the restoration

of multilateral trade and foreign
exchange freedom than any other
country. Canadian dependence
on foreign outlets for her enor¬
mous export surpluses together
with the glaring inadequacy of
the domestic market virtually dic¬
tate an economic policy directed
toward world trade expansion.
A great opportunity was missed

to relinquish controls immediately
after the war. Then it would

have been politically and eco¬

nomically possible to arrange a

peacetime extension of the Hyde
Park Agreement that would have
solved the Dominion's U. S. dollar

problem. This would also have
avoided the shocks administered
to the Canadian economy by the
arbitrary manipulation of the ex¬

change rate and the abrupt
changes that have since been
made in the Foreign Exchange
Control Board regulations. Cur¬
rent conditions, however, still
permit the abolition of exchange
controls and the lifting of trade
restrictions with little risk of dis¬

rupting consequences. Canadian
credit was never at a higher level
and in the event of exchange free¬
dom it is unlikely that there
would be an overwhelming vol¬
ume of U. S. capital repatriation.

,Any initial exchange decline,

-moreover, would act as a natural

"governor on the U.„ S.-Canadian
.trade balance and would tend to

•stimulate the influx of new U. S.

capital and check the liquidation
of old investment funds.
- • During the week there was a

good demand for external bonds
but with the continued lack of

supply the turnover was neglig¬
ible. The internals were dull and
inactive with the longest Do¬
minion 3's unchanged at 91*6-92.
There was little movement in free

funds but there are now indica¬
tions of an easier undertone after
a long period of sustained
strength. The corporate-arbitrage
rate was distinctly weaker at
143/4%-14%. Stocks after earlier
strength reacted sharply from
their recent peak levels. The golds
group led the decline following
President Truman's denial of any

contemplated action on the offcial
gold-price; whether this expres¬
sion of pious intention will be
ranked with previous classic de¬
nials will depend on the extent of
any future economic decline or
the manageability of the budget¬
ary deficit. As the decline ex¬
tended also to previous market
favorites such as the base-metals

and Western oils it is probable,
that the^gold-denial served merely
to spark; a , normal technical/re¬
action after a period of sustained

strength.

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm

changes: A,•**'
Andrew P. Gies retired from

partnership in J. J. B. Hilliard &
Son on Nov. 5.*

Interest of the late Robert R.

Crookston in Singer, Deane &
Scribner ceased Nov. 3.

f

Transfer of the Exchange mem¬

bership of Howard R. Stone to
Robert T. Stone will be considered

by the Exchange on Nov. 23. //
J. J. Hindon Hyde withdrew

from partnership iq Van Alstyne,
Noel & Co., Sept. 21.
Walter C. T. Allen, partner -in

T. L. Watson & Co., died on Nov. 7.
Interest of the late J. Norman

Whitehouse in Whitehouse & Co.

ceased Nov. 6.

CANADIAN BONDS

GOVERNMENT-

PROVINCIAL

MUNICIPAL

CORPORATION

CANADIAN STOCKS
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Such Is the Fact!
'

- "Education must be kept free and clear of gov¬
ernment domination. The time has come when our

business institutions and corporations must assume
the responsibility for supporting technological in¬
stitutions. v '«

-" -So let's spend our money and get something
for it while we can, The way our country has been
going lately, God only knows how much your dollar
will be;worth five years from now. We are spend--
ing our way into bankruptcy, so we might as well
get something for our money now." — Alfred P.
Sloan, Jr. '

"Our institutes of technology, because of their*
close relationship both to government and to in¬
dustry, have a special obligation to maintain their
independence. An institute of technology, serving
and strengthening a prosperous economy, deserves
enough support from free enterprise to insure its
own independence."—James R. Killian, Jr., Presi¬
dent of the Massachusetts Institute of Technology.
The task of keeping education "free and clear of

government domination" is growing more difficult
and more vital with each passing day. The more

government "soaks the rich," the more difficult
the task, but free enterprise cannot afford to let
the matter go by default.

W. R. WiHfck Becomes
Partner in Grimm t Cor
Wilbur R. Wittich has been ad¬

mitted to general partnership in

Wilbur Wittich
"' '

; ' /,' •], ■■ ,f „• 1 £
Grimm & Co.; 44 Wall Street*
New York City, members of the
New York Stock Exchange. He,
was formerly Resident Partner of
Maxwell, Marshall & Co. in that
firm's New York office, and has

recently been associated with
Walston, Hoffman & Goodwin.
His admission to Grimm & Co.5

was previously reported in the-
"Chronicle" of Nov. 3.

fROM SCATTERED FACTS J
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IBM ACCOUNTING MACHINES PUT FACTS IN ORDER . ..

PROVIDE INFORMATIVE REPORTS . .. WHEN NEEDED

Nothing is so important to efficient business
administration as the ability to grasp the
full meaning of situations as quickly as they
arise. But nothing is so unprofitable as

unorganized facts, which fail to provide the
information necessary to meet these situa¬
tions effectively.

IBM Accounting places you in the best
position to meet each situation as it arises.
It does this by means of electronic and

electric machines which perform all major
accounting operations. This equipment au¬
tomatically processes information recorded
just once in IBM Cards, and prepares finished
records, analyses, and other documents from
the same cards—with an accuracy and speed
far surpassing manual means.

A demonstration will show you quickly
how IBM Accounting can be profitably
applied to your own organization.

r

IBM
INTERNATIONAL BUSINESS MACHINES CORPORATION .1

World Headquartert Bldg.v 590"Modi*on Ave., Now York 22|fet,' Y.
a.
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Southern Railway w v
• Securities of Southern Railway have been giving a relatively

poor account of themselves for some time past despite the evidence
cf.management confidence in the: outlook implicit in declaration^ of
the regular $1 quarterly dividend on the common at the last meeting
Cii the directors late in October. The common has recently been sell¬
ing just about 10 points below the 1S49 high, the preferred is avail¬
able on close to a 10% yield basis, ana even the relatively short terms
tzt 1956, are selling at a substantial discount from par. Admittedly
t.ie Southern Railway picture is ndt completely without its problems.
However, rail analysts generally consider that what problems do exist
ere more than discounted at current levels. - .

One of the most favorable aspects of the Southern picture is its
long term traffic record and prospects. The lines literally "cover the
South." Thus, the road has reaped the fullest possible benefits from
the industrial development that has been taking place in that area
for many years. This territorial growth received substantial addi¬
tional stimulus from the war and seven since the end of the war the
trend has continued. It is indicated that it has not even yet run its
lull course. Additionally, new cash crops have been exploited in the
rural areas, reducing the traditional dependence of this segment ot
A he population on cotton and tobacco and strengthening the overall
.economy of the area, '■ : ; YY; 1 •• / '' ■ '

The management has been quite aggressive in consolidating its
cffices and services and in eliminating, so far as is possible, unprofit¬
able operations Large sums of money have been spent on the prop¬
erty in the past 10 years. Despite the fact that a substantial volume
cf coal is handled, the road has gone irr quite extensively for diesel
operations for both freight and passenger business. All of these fac¬
tors have tended to improve the operating efficiency, to soften the
impact of wage increases granted in recent years, and higher fuel
and material costs. They also augur well for future efficiency of
operations. r': • "•'\

One factor that may be adversely affecting public sentiment
towards the^ roads securities is the ^problem of bond maturities in
early future years. In the period of recovery from the severe depres¬sion of the 1930s the management showed itself fully aware of the
necessity for reducing debt and the burden of fixed charges. Tempo¬
rary loans and maturing bonds were paid off. Then the companystarted a program of open market purchases of its junior bonds which
mature in 1956. When prices for these bonds advanced sharply above
par this practice was discontinued. One big handicap the companyhad was that most of its debt is non-callable. It was not able to take
advantage of bond market conditions in 1945 and 1946 to do a com¬
prehensive refunding job. ?

While the management did meet with considerable success in itsdebt retirement program (more than $70 million of direct and leasedline non-equipment debt was retired in the years 1941-1948) it wasnot able to eliminate the near-term maturity problem entirely. Based
c,n^hP ^?48 ^nnu£>1 \eP°rt the direct and guaranteed non-equipmentdebt i tailing due in the years 1951-1956, inclusive, amounted to morethan $111 million By far the bulk of this, nearly $85 million, is rep-iesented oy the 1956 maturities. Admittedly this is a sizable require¬ment to be met, However, it should be borne in mind that maturities
rarely, if ever, precipitate a crisis if earning power is sufficient to
support the charges on the debt. At worst, then, a voluntary exten¬sion of part of the maturities might be necessary if bond market con¬ditions at the time were not conducive to refunding, h . ' ■ • i ;■ ,

In the current year, with the early loss of export coal and with
ct I mills operating at a particularly low rate, the company gotoff to a poor start. Heavy maintenance outlays were continued de¬spite lower traffic. More recently the company has been hard hit byLie steel and coal strikes As a result, earnings on the common forLie nine months through September declined to $2.13 a share corn-/
Spri!li wf year earlier. Last quarter comparisons should be

rj? company should be able to report between
lako 1 for the full year. While this would be less than 50% of1948 share earnings it is hardly, under conditions faced by the road

such pessiraism as had been indicated ^

The Security I Like Best for the Future

fy/ailer C. Brinker

Park Sheraton Hotel
Has Television Sets
8n Every Room
. World's first hotel to furnish

service to clients.

The Park Sheraton Hotel, lo¬
cated at Seventh Avenue and 55th
Street is the only hotel in the
world which has television in
every room.

The Park Sheraton can be
reached in 16 minutes from the
Wall Street district by the West
Side Subway and is one of the 28
Sheraton Hotels in 17 cities.

This hotel chain is owned by
the Sheraton Corporation of
America, of which Ernest Hen¬
derson is President, with offices
at One Court Street, Boston.

With Kennedy-Peterson
(8peciai to The Financial Chronicle)

HARTFORD, CONN.—John A.

Peterson, Jr., has been added to
the staff of Kennedy-Peterson,
Inc., 75 Pearl Street.

Florida Security
Dealers Association
F. Boice Miller of B. J. Van

Ingen & Co., Inc., Miami, Fla.,

F. Boice Miller Howard S. Wheeler

former Secretary-Treasurer of the
Florida Security Dealers Associa¬
tion, was elected President for
the ensuing year. Howard S.
Wheeler of Leedy, Wheeler &
Alleman, Inc, Orlando, is the new

Vice-President, and Norman E.

Sterling of A. M. Kidder & Co.,
Jacksonville, replaces Mr. Miller
as Secretary-Treasurer.

(Continued from page 2) .

the future of this stock is very
bright.

WALLER C. BRINKER

J. K. Mullen Investment Co.

The security I like best for the
future. In a recent commencement

address, James F. Byrnes, former
Secretary of State, in speaking of

the cur. en i
- political and

economic

trends, said:
."We are go¬

ing down the
road to Stat-
ism. Where
we will wind

up, no one can

tell, but if
some of the
new programs

seriously pro¬

posed should
i be adopted
there is the

danger that
; r ; the individual,
whether he is a farmer, worker,
manufacturer, lawyer or doctor,
will soon be an economic slave
pulling an oar in the galley of the
State." ;

And, later on, he said,' "We
should not have the Federal Gov¬
ernment regimenting our lives
from the cradle to the grave."
And in a broadcast to the na¬

tion Ex-President Hoover admon¬
ished the American people in
these words: "No nation can re¬

main static and survive, but* dy¬
namic progress is not made by
dynamite, and that dynamite^ to¬
day is the geometrical increase of
spending by our, governments-
Federal, State, and local.V ?

"Twenty years ago, all varieties
of government, omitting the Fed¬
eral debt service, cost the aver¬

age family less than $2 annually.
Today, also omitting the Federal
debt service, it costs .them an

average of $1C0 annually. ■'
.... "Along this road of spending,
the government either takes over,
which is Socialism;; or - dictates
the constitutional and economic
life, which is Fascism. • /
/'We have not had a great/so¬
cialization of property ;in / this
coiintry, but we are on the last
mile, now, to collectivism,
through governmental collection;
qnd spending of the savings of the
people.
"A large cause of this growing

confiscation of the. work;of the;
people by our various govern-!
ments is the: multitude of pres-1
sure groups among our,Citizens."!
In . order to realize what thej

combined force of these pressure;
groups amounts to, the editors of:
the conservative Baltimore "Sun";
have estimated, and I quote:
"That the Administration's.Fair.

Deal Program would, in ]' the
course of the next forty years,;
cost in the aggregate, one-trillion,1'
250 billion dollars. This is about
equivalent to the wealth that the
world has accumulated over the
centuries.", . *

Senator Byrd, who-for many
years has fought for economy: in
'government;, has this, to say:,, \ '■
"Without American solvency,

our constitutional freedoms woqld
disappear at home and there
would be no deterrent to Com¬
munism abroad. Under existing
eircumstancces, it is no exaggera¬
tion to say that there is literally
nothing on earth more important
than the preservation of the fiscal
integrity of the Federal Govern¬
ment of the United States, and the
financial establishment of our

free enterprise system." ■" ;

But there are many threats to
that establishment which you and
I may not disregard, and I believe
that you will agree with me that
these statesmen are calling the
attention of the American people
tc a crisis in domestic affairs.;
One pressure group, the Ameri¬

can Federation* of Labor, an¬
nounced in the past two

weeks, through , its top officials,
that it will raise millions of dol¬
lars and wage the greatest politi¬
cal campaign in history for the
Congressional election of 1950, in
order to elect what is to them a

lriendly Congress.
They have marked for defeat

thirteen Senators who will be up.
for election at that time, includ¬
ing Senator Taft, our own Sena¬
tor Milliken, Senator Hickenloop-
er/ Senator George, of Georgia;
because of those Senators have
refused to vote to repeal the Taft-
Hartley Act and otherwise bow
down to the dictates of the labor
bosses.
If labor unions, which repre¬

sent only a minority of the work-
eis of America, can defeat these
men and elect in their place their
own party sons, they will bring
about a Labor-Socialist Govern¬
ment in this country which will
bring a complete change in the
economy, and institute a state of
affairs that Secretary Byrnes and
Ex-President Hoover and Senator

Byrd have described, and that is
why; the Congressional elections
of next year are, in my opinion,
the most important and momen¬
tous in this nation's history. >' ;

. >And that is why I answer your
question, sir—the security I-like
best for the future—in the words
of Senator Byrd: •/YYv'
"The preservation of the fiscal

integrity of the Federal Govern¬
ment of the United States and the
financial - establishment of , our
free enterprise system." Given
that, the stocks and bonds of many
American corporations will con¬
tinue to be attractive investments,
and without that, I/cannot pre-
dict.V;;?'/«•V/ !/:> //" ^'■Y '-:

WARREN. WILLARD.

• ■
. r Boettcher & Co. ••/// ... ;/

The security I like best for the
future,' which security may be;
listed or unlisted, may be a speeu-'
lation or investment, T feel that
such a. secur- :

ity • should be .

of an industry
and of a com¬

pany w h i c h
meets the

following re¬

quirements: ,. Y -Y
. The mini- '

mum labor •

problems, the 1
minimum ,

inventory
risks, the min¬
imum or, no

governmental
regulation or•

competition, Y
top .'manage¬
ment personnel an effective per¬
sonnels which is conscious and

considerate. , of the stockholders'
interests, a balanced capital ratio,
adequate working capital, strong
balance sheet and a strong, grow¬
ing demand for its product. '

). There are other qualifications
for this security which I like best
|or the future, but these represent
the salient requirements. The $64
question is the name 'of the se¬

curity which measures up to all
these requirements, and I can't
help but feel that if such a secur¬

ity were actually available, we
would not have the interesting
business in ,which we participate
today. ' ■ Y'',„". \ " Y;:'
; There are securities of all types/
as there are people, and our prob¬
lem- is to try to fit the security
to the needs. Changing conditions
affect. securities as they affect
business.

I am glad to enumerate some
of the various types of securities
which I favor. I like natural re¬
sources companies— natural gas

companies—especially those which
have large reserves. Cities Serv¬
ice, which is not a popular name,
is gradually developing into the
largest natural gas company in
the country. I have favored it for
a long time. ..'

'

',-Y

E. Warren Willard

^ United Gas Corporation, Repub¬
lic, National. I like the pipeline

securities, with gas reserves. In
the metals, Kennecott Copper, and
I can't heip but feel that Climax,
under the new management, will
do much better.

In the oils, the majors are al¬
ways looked upon with favor. Of
late, I have liked Lion Oil, due to-
certain important developments. T
also favor Pure Oil and Ohio Oil;

I like stocks of industries which
cater to the masses. J. C. Penney
has been one of my favorites.
In the utilities, our own Public

Service of Coloraao, Consolidated
Edison of New fork, Southern
Company, and others.
. In the locals, I like Potash Com¬
pany of America, a natuial re¬
source company, and Ideal Ce¬
ment, they are my top favorites.
But that doesn't mean I am not

favorable to all of them; as i think
in most cases we are the closer to
the operations of our locals, 1 have
confidence in all of tnem. ;
v

Why isn't the investment trust
the answer? I think the invest¬
ment trust is a fine investment
medium and fills a certain need;
but it does not supply the answer
to every problem. The san e ap¬

plies to a tax-free municipal bond,-
which certainly has a very defi¬
nite place in most investment pro¬
grams. ■) •

- In the field of closed-end trusts,
I like Lehman Corporation; for /
investment; Tri-Continental for
speculation. - •• i Y.: *
In the open-end trusts, there are

so many good ones whose histor¬
ical background and future pos¬
sibilities I respect, that I hesitate
to name one above the other. You
can liken securities to clot. es. If

you have made up your mind that
you definitely have to have a blue
suit to fill out your wardrobe, you
will not be happy if the salesman
insists and finally sells you a gray

suit, of which you already have
two.

Of course, if you are running
around in shorts, then you have a

complete wardrobe , to buy, and
you might end up with one of
those glamorous Jack Good out¬
fits and, b.y the way, he's a munic¬
ipal man.
Research and individual'aggres¬

siveness make for our bjsiness
and the success and confidence of
our clients. New issues are peri¬
odically available and they might
be outstanding values for our
clientele.
I strongly favored Rohm and

Haas, a fine chemical company,
when first offered to the public
some months ago; Southern Com-^
pany; New York State Electric and
Gas, and there are many more in
the offing.
I cannot name one security to

fulfill all requirements, and await
enlightenment from my colleagues.

DONALD BROMFIELD ;

Garrett-Bromfield & Co.

The company I am going to sug¬
gest for your consideration is one

that has a number of unique
qualities. It has no • market

problemat
all. There is

always the
same market,
and the price

p„ is there and
there is no

limit/to the
market.

Another

unique qual¬
ity is that
during times
of depression
the company
should make
more money
than they do
in times of

prosperity. The company hus no
sales problem whatsoever, so

therefore they don't have to have
a - sales organization, and they

Donald Bromfield
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John J. Sullivan

don't have to advertise their
product.

r The company; that * I am re¬

ferring to is Homestake Mining.
As a matter of fact, in my judg¬
ment—and I am sticking my neck
out, of course, because it's only
my opinion — the value of their
product will increase and never

decrease, so that you have an op¬
portunity there of getting into a

security with the best prospects
that I can think of.
: Now, I am not going to give you
any statistics on the< company,
what they have laid out for the
future, or what their earnings are,
because it's all in the book and
you boys are perfectly capable of
reading it.

JOHN J. SULLIVAN

Boswith, Sullivan & Co.
1

The industry that I like best is
the industry that John L. Lewis
has made, namely, the natural gas
ihdustry, and in particular the

transmission

end, of that in¬
dustry. • ' 7'7;
It is to

comment o n

the obvious to

say that be¬
cause of John
L. Lewis
and the gut¬
less, political¬
ly - minded
g o v e rnment
,with which he
is dealing,
coal/as a

source of heat
is being priced

7' 7-7 out of the
market and has become extreme¬

ly unreliable because at any time
that John L. decides, either the
supply can be cut off or the price
can be raised. : /
'

Again, it is to comment on the
obvious to say that natural gas is
much cheaper, cleaner, easier to
handle, and a much more reliable
heating method, or medium, than
'is coal. Because of these factors,
the natural gas industry has had
an ,extreme growth in recent
years and, looking to the future, I
think that growth will continue.

7 In many ways, I think the na¬

tural gas transmission industry is
as near an ideal industry as you
can find.; At one end, i.e., in the
Southwest, there is, according to
geologists, a very ample supply of
gas. ; At the end of 1948, natural
gas reserves were estimated at
174 trillion cubic feet. :'7;777;.:
7 Withdrawals, during 1948, to¬
taled 5.8 trillion cu. ft., which were
offset by new discoveries of 8
trillion cubic feet.- There has
never been a year in which new

discoveries have not been greater
than withdrawals and the present
known reserves are; sufficient to
meet withdrawals at the 1948 rate
for a period of 29 years.

• At the other end, the tremen¬
dous markets of industrial and in-
dividual consumers — in most

areas, the transmission companies
are being hard-pressed to keep up
with demand for traditional sup¬
plies and, in addition, of course,
there are many sections of the
country which do not as yet have
natural gas for fuel, and which
are clamoring for it.
In between the source of sup¬

ply and the market extend the
pipelines of the transmission com¬

panies/ These companies have
what to me is a super-important
advantage, under present condi¬
tions. namely, they have an ex¬

tremely low labor factor.

7 The average is only around 12%
to 15% of gross, compared with
about 26% for electric operating
utilities and, of course, on to a

much higher percentage in indus¬
trial operation. , .

f The natural gas industry has no

Inventory problem: I think this
factor is extremely important.

Operating expenses are usually

very stable. The cost of fuel for

operating compressors ■ is known,

Burdick Simons

because it is part of the gas sup¬

ply that is purchased and usually
the. transmission companies con¬
tract for gas supplies on a longr
term basis, at set prices.«, ,7
These purchase contracts are

usually matched at the other end
by a long-term fixed-price con¬
tract for the wholesalers or re¬

tailers,, so in the natural gas in¬
dustry you have an ample supply
of the product, an ever-increasing
market, an extremely low labor
factor, and no inventory problems.

- It is obviously a pretty safe
place to have some money. I'm
sorry I didn't get into the details
of the individual companies. The
two that I was going to suggest,
the one on the conservative side,
Tennessee, the other on the more

speculative side, Trans-Continen-
, ■ ,

BZJRDICK SIMONS

; Sidlo, Simons, Roberts & Co..7/
lJ; I made- a quick check of the
figures that John just gave you,
a mental check, and I assure you
he is correct in all of his state-

"

7 * 7 . ments as to
-../V 7 77 ^e figures. 7 >

It occurs to

me that there
is an advan-

7 tage in being
at the head of

• the batting
list. When we

- received ' the
7 letter / asking
t us 7 to talk
'

about our fa-
7 vorite v* stock,
it said don't

worry about
7 p i c k i n g the
the- same one

7 ; ;7 7, as someone
else picked as that will only be
emphasis " and show that it is
liked most, so I have picked the
same - one - that/ Gerald 7 Peters
picked; Frontier Refining Com¬
pany is my favorite stock for the
future. ; 7 ;77' '777T777;7/
Gerald covered the subject so

thoroughly that there isn't a lot
left for me to say, except to re¬
iterate a few of the things that he
said and add one or two otfier
little points. ■ 77'. 7777777v'
I want to say that I think Ger¬

ald is absolutely right when he
says that Maurice Robineau, Pres¬
ident of Frontier Refining Co., has
set up a most intelligent and
aggressive management, and that
he has surrounded himself with a

group of young men who ■» are
doing a wonderful job. I want to
mention, again, that. the Frontier
plant in Cheyenne is the second
largest plant in this area, this ter¬
ritory, and doubtlessly the most
modern plant, with the possible
exception of the addition which
Continental is just opening up and
showing to the public today.
That is a catalytic plant, too,

and , the plant which Frontier
bought from the government, at
a very nice price, is also a cata¬
lytic plant. 77.7-7- 7; ".'\v'7
Frontier has two cracking plants

and one catalytic plants One
point that Gerald didn't mention
which I might bring out is that
Frontier has just signed a con¬

tract-for a coking plant which
will make the plant at Cheyenne
the most flexible refinery in this
region. The cracking plant allows
the company to shift its end-point
products from fuel oil down to
asphalt, or just whatever is needed
much more 7 easily than other
types of plants can do. 7 7

Also, a coking plant will allow
Frontier to get a greater percen¬

tage of gasoline out of the crude
oil which runs through its plants.

Now, Gerald mentioned some
of the production properties that
Frontier has acquired; the most
interesting and the newest one is
the Fiddler Creek field. Fron¬
tier has just brought in a well'up
there which is/pted, to begin
with, at 4,000 barrels a day.
Frontier is taking out, at the

4 present time, 1,000 barrels a day.

Aaron W. Pleasants

Frontier believes that it has seven

more good locations.

\ Now, I'll let you figure out for
yourselves" what this might mean
to Frontier if it really has eight
wells comparable to the first one.
Gerald said $2,000,000, but I could
easily get a figure of twice that
amount.- When you consider that
Frontier has outstanding only
429,000 'shares of common stock,
consider what it has made in

the past, $901,000 in 1948, and
almost $700,000 in 1949—May 31,
1949—what - it may make ■ this
year, plus what-it can add to its
earnings with the new oil fields,
the new oil production, you can
see that that figure, divided by
429,000, might come out to some¬
thing that would really astonish
you.

7 ; AARON W. PLEASANTS
The International Trust Co.

■ : Frankly, I don't know of any
one security or group of securi¬
ties which I think best for the
future. I have had some difficulty
77 77., in getting the

significance of
the ~w o r d

"best," which
connotes - the

highest degree
of safety.

. I think the

answer is ob-
viou s, the
United States
Gov ernment
b o n d s. They
are certainly
the premier
securities of

the world. On
the other

• 7 h a n d, if by
"best" is meant "the most suit¬
able"? security, I would want to
know a number of factors that
would have to be predetermined,
among them, the type of investor
and,' if that particular, investor
had a;list of securities, I would
want to know if there was suffi¬
cient -diversification. :7 • 7

7 In the case of common stocks, I
do not pose as an expert, but I
think I would buy two types, oil
stocks and gas stocks, and^ then
utility stock, in order to attempt
to catch it, either way, whether
this inflationary tendency persists,
or a deflationary period ensuesA

v Municipal men, up until ; very

recently, have been very much
disturbed at the prospect of ap¬

proximately five billion Federal
Housing bonds—which are tax-
exempt and compete directly with
the municipals—hitting the mar¬
ket beginning this Fall, and late
dispatches from Washington indi¬
cate that,/aside from two issues
of funding bonds, the proceeds are
to be used to retire local housing
obligations, 777 .77.7 •'

There will be no new issues of
Federal Housing bonds until next
Summer. This assurance, and you

might say favorable development
for municipals, is somewhat tem¬
pered by the knowledge that next
month they are going to vote on

approximately two billion munic¬
ipals. That is an all-time high,
r The largest issue involves half
a billion Pennsylvania bonus
bonds. I think they can be taken
in stride, provided they don't
change the plan and issue those
Federal Housing bonds. I don't

contemplate that there is going to
be any particular change in the
character of the municipal mar¬

ket. 7,' 77 ■ 7: ' 77- ' 7.
Finally, I want to say a word in

behalf of municipal revenue
bonds. In my judgment, a care¬

fully selected revenue bond of a

substantial community, for a very

essential purpose, is a very high-

grade security. They have made a

most enviable record and I think

such instruments deserve careful

consideration on the part of con¬

servative investors.

(Continued on page 24)

Securities Salesman'sCorner
By JOHN DUTTON

IS IT LISTED?

(Third Article) r

7 7 In the two previous articles on this subject we have dealt with -

some of the problems which-the retail dealer must face today in
handling unlisted securities. This was done to clarify the situation
and certainly not to disparage the unlisted market. No class of securi¬
ties, no market place, and no individual security is not without some'
disadvantages.: 7 . . 7, - •. . ,

■ There are several avenues that the retail Dealer can take today j
in handling the only merchandise (with the exception of the funds:
and some occasional new issues that are attractive: for individual :

placement) that he can make a living selling—we mean unlisted'
seasoned issues that are normally traded over-the-counter. - 1

Experience has proved that no business can remain static but it/
must have a definite program. This program should be basic and;
fundamental. It should guide the operations of the entire organiza-7
tion from top to bottom, with deviations only in minor cases and not1
in fundamental policy. This holds true of a small or a large business. tA ship must have a chart and it must, have a destination. Otherwise
it drifts. . . ♦ v. 7

'

Now what kind of policy is best suited to today's conditions?
Opinions will-vary but the following are some suggestions that have
come from the experience of successful dealers who have tried them :
out and found that they worked. 77.,' '7.

7-7 No business can last or grow unless it SERVES well. This means ■

that all policies concerning merchandising should be directed toward
customer welfare.; Starting here we find that it is necessary to make
Clients instead of making sales. There is a difference between a-
client and a customer. A client gives you ALL his investment busi-'
ness—a customer buys securities from yotf and also from several
other dealers or brokers. You never control a customer's business,:
you can never count on his continued patronage. Clients are founda¬
tion stones of your business—customers come and GO. - <

7 - You keep clients by performing a service better than anyone else
performs it. You obtain clients the same way. You can conduct yourbusiness almost anyway you desire regarding listed and unlisted:
items. You can sell unlisted, you can act as agent or dealer, you can
charge an extra service fee on listed, you can act as broker on both'
listed and unlisted, PROVIDING YOU HAVE CLIENTS.
.. How do you obtain clients? There are thousands and thousands"
of people all over the country that never see a security salesman
today, they never go to a broker's office and they rarely read thefinancial columns of a metropolitan newspaper or a financial publi¬cation. It has been said that millions of dollars are burned up every
year because people don't turn in their rights, or sell them, which
they receive on stocks that they hold. There are people all over the
country that own real property and securities who throw^ away allkinds of unnecessary money in taxes every year because they don't
even know about the capital gain and loss provisions in the incometax setup. There are people that are absolutely befuddled with the
income tax every year. Just think what these two tax problems offerto a. retail dealer (when it comes to an opportunity) to perform aset-vice. What better method of obtaining lists of holdings could anyone have than to make up a tax form for capital gain or loss pur¬poses? How about a watching service? Many of these people holdstocks and see them go down, and up, and stand still, and they don'tKNOW WHAT TO DO. No one tells them when a security is over¬
priced, or an industry begins to look tired, or the market is at a pointwhere'highly speculative items should be sold, or vice-versa. No onetells them what to do with their E ocnds, or their cash; it sits thereat V/2 and 2%; Or they have some bonds called, or a.preferred stock
called, or they get rights, and need advice. They have a collection of
securities, stocks, bonds, real estate, .cash, etc. It is a haphazard col¬lection of assets.; Thev HAVE SELDOM SEEN THE WHOLE PIC¬TURE PUT DOWN ON PAPER IN A WAY THAT THEY COULDUNDERSTAND. How much of their assets are stable? How'much isfor their reserves?' If they needed cash in a h#h-y would they haveenough of it? How much is invested in/speculative securities7 Dothey have too much or too little to suit their individual needs andthe present phase of the business cycle? .

When you begin to answer these questions for your clients andperform these services for them, it follows logically that they are notgoing to ask you IS IT LISTED? They are going to make certainadjustments in their financial program that are demonstrably bene¬ficial to them. They are going to know why these things are doneThey are going to let you accomplish them AND NO ONE ELSE ^ndit seems to me that they are going to be pleased to see to it that youget paid for your work, whether or not you bill them as agent or asprincipal, and whether or not you sell them listed, or unlisted, or thefunds, or the combined three major classes of securities we have beendiscussing." . .

Fred Goth V. P. of

Irving J. Rice & Go.
ST. PAUL, MINN. — Fred S.

Goth has become associated with
Irving J. Rice & Co., First National
Bank Building, as Executive
Vice-President.

Mr. Goth, well known in the
industry, was formerly with Mer¬
rill Lynch, Pierce, Fenner &
Beane.

With National Company
(Special to The Financial Chronicle)

OMAHA, NEB.—John T. Bress-

ler, Jr., has become affiliated
with the National Com. of Omaha,
First National Bank Building.

Bache & Co. Adds
*

(Special to The Financial Chronicle)

AKRON, OHIO—John H. Miller
has become affiliated with Bach.
& Co., Second National Building.

Joins Vercoe Co. Staff
(Special to The Financial Chronicle)

COLUMBUS, OHIO—Walter C. '
Gummere, Sr., has become affili¬
ated with Vercoe & Co., Hunt¬
ington Bank Building, members of
the New York Stock Exchange.

With Edwards & Co.
(Special to The Financial Chronicle)

PORTSMOUTH, OHIO—Adrian
B. Arganbright has joined the
staff of Edwards & Co., Inc., Na- '
lional Bank Building.
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I Like Best lor the Fntnie

Amos C. Sudler

(Continued from page 23)

AMOS C. SUDLER

Amos C. Sudler & Co.

I have always specialized in
Ideal Cement Company stock and
I believe it still will be one of the
leaders in this territory due to the

fact that it has

operated suc¬

cessfully here
since 1908
when the

original Ce¬
ment Securi¬

ties Company
was organized.
Tt has paid a

dividend in
each year

since 1912. I

started selling
Cement Secu¬

rities stock at
110 and I have
seen figures
which show

the results of an investment in
this stock in 1920 when the aver¬

age market value of 10 shares of
stock was $1,205.
According to this data, art. origi-

nay investment of $1,205 in 1920
yielded, dividends in the amount
of $5,366.45 up to Oct. 1, 1949.
There have been a number of
stock split-ups since 1924 when
the corporate name was changed
to Ideal Cement Company. As a
result of the cash retirement in
1936 of debentures which were is¬
sued in 1928 on an exchange basis
to preferred stockholders, the
original owner of 10 shares of Ce¬
ment securities got back slightly
more than his original investment.
In addition, the amount of stock
he would now own would have a

market value of $4,620 and he is
now receiving dividends at the
rate of $224.40 per .year, y , '
While I do not think /the past

record can be duplicated, I never¬
theless feel that the outlook for a

building stock of this kind is very

bright and I recommend Ideal Ce¬
ment as one of the premier stocks
of Denver.

EDWARD COUGHLIN

Coughlin & Company
In selecting a stock that I would

like best for the future, I have
given consideration first of all to
the industry in which it is placed,

uie outlook for
the industry as
a whole, the
territory in
which it is lo-
ca 't e d, its
growth possi¬
bilities, its fi¬
nancial struc¬

ture, its man¬

agement, and
its marke t-

ability.
Such a stock,

I be.ieve, can
be found in

the South-

western Pub¬
lic Service

Company. This company is the
outgrowth of two holding com¬

panies, namely the Commun¬
ity Power and Light Company and
the General Public Utilities Com¬

pany.
This company has been operat¬

ing as it is now set up since
September of 1942, and it is now

exclusively an operating public
utility with approximately 92%
of its revenues derived from the
sale of its electricity. Incidentally,
all of which is generated by the
company itself.
It is a completely inter-con¬

nected system serving a popula¬
tion in excess of a half a million,
located in Texas ard Oklahoma
Panhandle, and the Pecos Valley
of New Mexico. The principal cit¬
ies served are Amarillo, Plainview
and Lovett, Texas, Roswell, Carls¬
bad and Clover, N. M.
The growth of the company is

best reflected in its gross revenues
which have increased from $8,-

Edward Coughlin

400,000 in 1943 to $14,700,000 in
1948. I give you round figures
there. Its net has shown a corres¬

ponding increase, and breaking it
down to per share earnings and
adjusting it to the shares out¬
standing, we have this to record:
In 1943, the earnings were 88 cents
per share; in 1940, 90 cents; in
1945, 94 cents; in 1946, $1.46; in
1947, $2.11; in 1948, $2.63, and for
the 12 months ending July 31,
1949, $2.68 a share.
Dividends have risen from 22

cents in 1943 to $2 in 1948. The
first three dividends of this year
were likewise 50 cents a quarter,
but the company had previously
announced that the fourth quarter
dividends, payable Dec. 1 to
stockholders of record Nov. 15,
will be 55 cents, which places the
stock on a $2.20 basis.
The capitalization of the com¬

pany as of Dec. 31, 1948 consisted
of mortgage debt 54.7% on to

long-term debt, 3.7% preferred
stock, 16% common stock, and
surplus 25.6%. Let me say, briefly,
the entire mortgage debt is owned
by New York Life, Mutual Life
and Equitbale Life of New York.

ERNEST E. STONE

Stone, Moore and Company

All of the good things that Don
Bromfield said about Homestake

Mining apply to the stock and se¬

curity that I am going to talk
about, namely,

« Golden Cycle
Corporation.
First, a lit¬

tle of the past
history. The
company has
paid $102 per
share in divi¬

dends. Paid

$36 per share
in the years
1 9 3 3 through
1942. It com-

pleted the
Carlton drain¬

age Tunnel in
1941, length¬
ening the life

of Cripple Creek District by at
least 25 years.
Let's take a look at a few items

contained in the 1948 annual re¬

port. We find an item in the as¬

set column entitled "Corporate
Stocks" carried at $83,000. In¬
cluded in this is the rich Ajax
property which has produced $20,-
000,000 in ore with $10,000,000
now in sight. Also various other
properties namely: Anchoria Le-
land, Index, Cameron, Bonanza,
Granite, Dillon, Wilson and sev¬
eral dumps. All of this is carried
at $83,000!
Another item is entitled

"Others" and with italics they
state, "Quoted value substantially
above cost." This is carried at

$41,000. Included in this is 1,250,-
000 shares of United Gold Mines,
valued in current market at $500,-
000. Also many other securities.
All of these carried at $41,000!
Another item entitled "Other

Real Estate" is carried at $93,000.
In this item is included the
Golden Cycle Building, which is
carried at $60,000, value at least
$300,000. Also The Union Ice and
Fuel Company properties and
other buildings carried at $33,-
000. Value at least $150,000.
Now, looking at Cycle's future:
First, The Carlton Tunnel al¬

ready is draining an additional 1,-
100 feet of ore thereby eliminat¬
ing former expensive pumping
costs.

Second, As much gold is left in
Cripple Creek as has been taken
out.

Third, Abandonment of Railroad
and Old Mill, eliminating losses of
$100,000 per .year.

Fourth, Completion by end of
next year of new efficient $1,500,-
000 mill to handle ore in units of
333 tons each. Each unit will be
profitable to operate by itself.

Fifth, Millions of tons of dump
ore available.

Ernest E. Stone

ie iuture, i > ■■■

ouldn'twant % < /A

pick any se- ", ' / -

William McCabe

. Sixth, New lime plant now com¬

pleted at. the Pike View Coal
Mine. The new kilns will burn

spalls of ore formerly rejected.

Seventh, New rock crushing
plant now completed to be worked
in conjunction with lime plant.

Eighth, Pike View Coal Mine
will have new mechanized equip¬
ment thereby cutting costs.

Ninth, Likely free market for
gold or an increase in the price of
gold.. -VU:':; "
Finally In conclusion:
All of this with only 187,000

shares of stock outstanding. At
present price of $20 this gives a
total market value of only $3,-
740,000 or little more than the cost
of the Tunnel, Laterals and the
New Mill. Company has excellent
management. Holders of this stock
will be amply/rewarded regard¬
less of increase in gold price. If
increased it will only accelerate
the great future of Cycle.

WILLIAM McCABE

McCabe, Ilanifen & Co.

My topic here to more or less
covered by John Sjullivan and a
few of the other boys. However, I
feel that if I wanted to suggest
my choice of
securities for
the future, I >, -

wouldn
to

curity for any
length of time,
in view of the

confusion, as

WallyBrinker
pointed out,
in this coun- *

try and
t h r o u ghout ;
the world.
But I do
fee 1 > m y
choice would
be th'e public v'.T- ''7
utility industry and the natural
gas industry, pretty well conw

bined, due to the fact that they
are both not vulnerable to high
labor costs, or inventory problems,
and we like the industry pri¬
marily in the Southwest territory,
where they do not have large
cities, big industrial loads, and
have natural gas for fuel. In view
of the present outlook for the
world today, however,JttHTrptetty
hard to pick any safe security ex¬

cept for the very near future.

ALEXANDER FORSYTII

Calvin Bullock

I know what most of you fel¬
lows are thinking—here comes a
talk on investment trusts. Well, I
wouldn't disappoint anybody for

"t h e world. I
have chosen a

group of se¬
curities which
I feel have
the most

promising fu¬
ture, three
funds under
the capable
man agement
of Calvin

Bullock,
namely. Divi-
dend Shares,
Nation - Wide

Securities, and
Bullock
Funds. '

We all know that there are cer¬

tain requirements of any invest¬
ment ■— safety of principal, mar¬

ketability, and yield—and, in my
opinion these three Funds fulfill
these requirements to a high de¬
gree.

Time will not permit going into
the merits of each of these three
Funds in detail. However, brief¬
ly, Dividend Shares is a common

stock fund with 1C5 very high-
grade companies represented in
its portfolio, and is designed pri¬
marily for income. Nation-wide
Securities is a balanced fund. The

portfolio contains at all times at
least one-third invested in bonds

Alexander Forsyth

and preferred stocks and its aim
is stability. ;of .principal. / Bullock
Funds is a growth fund with a

portfolio of securities not too well
known to the general public but
which, in the opinion oi the man¬

agement have excellent growth
possibilities.
A person owning all three of

these funds has a complete in¬
vestment program and receives a

dividend every month. Why do
1 think that this group of securi¬
ties has a promising future?

First, the investor is always as¬
sured of an income. Can you
ever picture a time when all of
the leading stocks of the country
would stop paying dividends? If
you can, well, you can look to the
investment trusts of the Calvin
Bullock to stop paying dividends.

Second, the investor is always
assured of a ready market, since
regulated investment companies
are required to redeem their
shares at asset value on the day
that they are submitted for re¬

demption.

Third, because I know these
funds will always follow the mar¬
ket and never go contrary to the
general trends as some individu¬
al stocks sometimes do. With
such broad diversification in the
industries of our country, these
Funds ^arp bound to share in
whatever business prosperity lies
pnead for the United States.
Could you ask for any more

promising future for any invest¬
ment? Dividend Shares, for divi¬
dends, Nation-Wide, for stability,
and Bullock Funds, for growth.

KARL MAYER

J. A. llogle & Co. "

The security we like best for
the future is the common stock of

a corporation formed way back in
the early part of the century,
October, 1915,
being the.out¬
growth of the

company
which orig¬
inated in

1903; the orig¬
inal business

of this latter

company was
started in
1802, with an
investment of

$36,000. Now,
the resources

approximate
$1,347,000,000.
The annual

report for 1948
was the 147th. The quarterly divi¬
dend paid on< the common stock
in September, 1949, was the 180th
quarterly consecutive disburse¬
ment; 45 long years of unbroken
dividend record.

Stock split-ups? Many oMhem.
Two-for-one in 1915. Two-for-
one in 1926. Three-and-a-half-
for-one in 1929, and four-for-one
in June of this year. One single
share acquired in 1915, at the cost
of $347, now represents 63 shares
worth $3,419.
The company, since its small

beginning in 1802, has kept pace
with the growth and the develop¬
ment of our country and has be¬
come a large enterprise with
corresponding large responsibili¬
ties.

The company considers their
responsibilities to include ade¬
quate profits for stockholders, ex¬
panding opportunities for em¬

ployees and the development and
production of a variety of useful
products which can be sold at fair

prices to the consuming public.
The steady development of new

products and production tech¬
niques is the main basis for the
progress that this company has
made in the chemical business.
The earnings come mainly from
the diversified chemical activities,
with the balance largely from
dividends on 10,000,000 shares of
General Motors, being 22.7% of
the outstanding stock. Holdings
in the big motor company are

equal to approximately one-quar-

Karl Mayer

ter shsre for each share of the'
chemical company outstandings - -

The last Annual Report shows
General Motors carried on the
books of the company at $29.15
per snare, compared to the pres¬
ent market value of approximately
$64.
The financial position is very

strong, with current assets of
$400,000,000 comparing with cur¬
rent liabilities of $87,000,000, a
little less than five-to-one. There
are 44,000,834 shares of common

stock held by about 85,000 stock¬
holders. Per share dividend of

$2.60 affords a yield of approxi¬
mately 5%. Balance of the cap¬
ital structure consists of 1,000,000
shares of $3.50 preferred and
1,689,000 shares of $4.50 preferred.
There is no funded debt.
The common stock sells at $54

per share, a high price-earnings
ratio, reflecting strong finances
and growth prospects in the
chemical business in which it is
one of the leaders.
The end of the government's

anti-trust suit against the com¬

pany is years away, and regard¬
less of the outcome is favorable to
the stockholders.
For an investment — and we

mean an investment—in the com¬

mon stock of a company with
growth possibilities, good earn¬

ing record, good dividend rec¬

ord, good employee relations, hav¬
ing a 45-year-old pension and
bonus plan, good top management /
and good selected investments in
other companies, we like the/
common stock of E. I. du Pont
de Nemours best for the future.

, If you possess sufficient funds,
you can buy this stock at a 14%
discount through the purchase of
Christiana Securities, which owns

81.2 shares of du Pont common,:
and one-half share of General.,
Motors for each share of Chris¬

tiana, which now sells at around

$3,6*00 per share.

NORMAN DAVIS

Merrill Lynch, Pierce, Fenner
& Beanc

We had a hunch we would be
at the end of the line here, and,
not to conflict with anybody else,
we have changed the title of the
meeting a lit¬
tle and we

have selected
the security
we dislike
best for the
future. We
feel that

American

Telephone
and Tele¬

graph has lost,
through cir-
cumsta nces

beyond the
control of its
able manage¬

ment, a good
part of its in¬
vesting quality and the growth
potentialities which it has had in
the last analysis, and which has
made it such a prime favorite
with the conservative investor.

A relatively unfavorable out¬
look for American Telephone and
Telegraph is based upon, one, the
high and still rising level of cost;
two, the consequent down-trend
in the return, per dollar invested,
and, three, the very serious dilu¬
tion of earnings per share of com¬
mon stock resulting from deben¬
ture conversions and stock pur¬

chase plans for employees.
Illustrative of points one and

two, it can be noted that the sys¬

tem's gross plant rose from $4.7
billion in 1940 to $8.6 billion, in
1948; System debt increased from
$1.2 billion, to $3.4 billion, ex¬

cluding the recent $395 million is¬
sue, while the System's then oper¬

ating income rose from $221 mil¬
lion to $254 million.

Per share earnings of common
stock, reflecting dilution of addi¬
tional shares, dropped from $11.26
to $9.86. As far as future dilution
is concerned, if all potential de¬
benture conversions are effected,
8 5 million mnrp shares come into

Norman Davis
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being,' and if all of the 2.8;million''
shares "of ; -stock Offered'! to em-j
ployees are taken; the company
will have outstanding 34.6 million
shares of Common stock. ;
To maintain the $9 annual divi¬

dend on the increased number of

shares, the company would have
to earn approximately $158 mil¬
lion more before taxes, at the
present tax rate, than it did in
1948. Giving consideration to in¬
terest savings on converted bonds,
this would require a 44% increase
in gross income. v
The picture, of course, has its

other side. Hate increases are be¬

ing granted here and there and
the company, through its long-
range mechanization program,

hopes to reduce its labor costs.
It does not seem to us that the

government is likely to consider
itself obligated to guarantee the
$9 dividend rate and, in fact, this
rate has been the subject of con¬
siderable criticism in Congress in
the past.
It should be borne in mind that

25 years ago, Western Union Tele¬
graph Company securities were
considered prime investments,
which is certainly not the case to¬
day. By this we do not mean that
American Telephone and Tele¬
graph is likely to decline to the
low estate in which Western Un¬

ion finds itself, but only to indi¬
cate the faet that change is always
with us and to point to our aver¬
sion to permanent investments.

EARL M. SCANLAN

Earl M. Scanlan & Co.

The security I like best for the
future. I like Dixie Cup, for the
following reasons: One: It is the
leading com-

pany ina
grow ing in¬
dustry.
; Two: 19 49
sales and earn¬

ingswill prob¬
ably exceed
1948.

Three: The
dividend rate,
which was re-

c e n 11 y i n-
ereased, is still
less than 25%
of the present
earnings. It
will undoubt¬

edly be pro- , ,

gressively increased if expected
earnings materialize. V
Four: The small number of out¬

standing shares, 200,000, plus se¬
nior securities, give a sharp earn¬

ings leverage.
Five: This stock is undervalued

at present price, based on present
and future earning prospects.
Six: This stock becomes in¬

creasingly recognized as a public
growth situation. It will un¬

doubtedly sell at a higher price-
earnings basis.
Seven: Selling a low-price con¬

sumer product, this operation
can't get hurt much if general
business should decline markedly.
Eight: In summary, I feel the

odds are heavily-weighted for this
stock to have market apprecia¬
tions over the coming years, based
on higher and staple earnings and
dividend increases.

Dixie Cup is the leader in the
paper cup industry, whose trade
name, Dixie, is known every¬
where. Consumption of paper

cups and food containers in¬
creased during the war, when
they were used around the world
by the armed forces and at home
for in-plant feeding operations.
This acceptance of paper cups

and containers to a degree not
achieved before the war, has in¬
creased per capita consumption.
There has been an increased use

of paper cups and containers at
ball parks, factories, railroads,
hospitals, and soda fountains.
Soda or soft drink automatic

vending machines, which use pa¬

per cups, are beginning to be
noticeable in metropolitan areas,

and will be in more locations.
It will be recalled that only a

few years ago it was a novelty

for {people; to; use- paper napkins
and-handkechiefs: Now, it is con-!
sidered economical' arid hygienic
to do so, and the same philosophy
applies to paper cups and con¬
tainers. ' ■' p;:"
'I believe over the next few

years this industry will continue
to show a growth trend. In 1948,
Dixie earned $6.70 per share. I
believe 1949 results will be slight¬
ly better, and I think the com¬

pany can earn $10.00 per share in
the near future, because of the
growth and leverage factors.

; Furthermore, * theses - earnings
should be pretty stable and not
too badly ' affected by a general
business recession, inasmuch as its
product is a consumers' one.
I do not think that a price of

fifty for Dixie in the next few
years is unreasonable, or a fan¬
tastic assumption. This would rep¬
resent a substantial appreciation
from the present level, in its low
thirties, and undoubtedly it will
be accompanied by dividend in¬
creases in line with earning
trends.

v'-isr

Earl M. Scanlan

Public Securities
By OWEN ELY

The Maloney Act
(Continued from page 3)

and jury, is an alien departure from our democratic in¬
stitutions.

(4) Market liquidity has been woefully impaired
and venture capital discouraged.

These and other complaints just as cogent have caused
us to ponder upon the legality, or absence of legality, of the
Maloney Amendment. The desirability of erasing this law
is obvious. This, of course, can be done legislatively. We,
however,; address ourselves to its content. What are some
of the matters which, when weighed, may result in a ju¬
dicial determination that the Maloney Act is invalid? ! .

That those who framed this law entertained doubt of its

validity is apparent from the last sentence in it. "If any
provision of this section is in conflict with any provision
of any law of the United States in force on the date this
section takes effect, the provision of this section shall pre¬
vail." - -

We regard this as a demonstration "of ignorance and
impudence. The Constitution of the United States is the
basic law of our land. If the Maloney Act is in conflict can
the authors have hoped that this postscript would have the
effect of an amendment? But the Constitution in its text

provides how it shall be amended and the process requires
ultimate ratification by the States. ; v

Does the Maloney Act and thp methods used in i£s
enforcement involve a constitutional question? We can

see one in the combined use that the Commission and
the NASD have exercised in their "rule making" powers.
Many fundamental legal changes have thus been
brought about which should have required legislative
action for their origin. However, the power to make
laws is given by our Federal Constitution to the Con¬
gress and this may not be delegated. We believe that
through the medium of the Maloney Act the SEC and
the NASD have taken on the legislative function which
belongs exclusively in the Congressional province.
The power to regulate commerce among the several

States is also exclusively vested in the Congress. The ex¬
tent to which the interstate commerce in securities is reg¬
ulated by rule of the Commission and the NASD and how
this invades the Congressional area is also worthy of study.

Is the. NASD trial system, wherein it serves as in¬
vestigator, prosecutor, judge and jury, dehors the "due
process" clause? By this means may not a man be deprived
of his property without due process of law? .*« . ' , ;

We leave the Constitution and approach the question
of whether the Maloney Act is violative of any statutes
which were in existence a£ the time of its passage and
which are still in force. Immediately we think of the anti-
monopoly laws. > 1

The only existing national securities association is
a tightly knit club enjoying the monopolistic privilege
of sharing 'certain financial advantages between and
among its member brokers, dealers and underwriters
which are denied to all non-members. The provision of
the Maloney Act hereinbefore referred to which com¬

pels dealing with non-members on a parity with the
public is intended to, and does have the effect of, aug¬
menting that monopoly. The resulting damage to the
public interest is incalculable.

We would like to see these issues determined by the
courts of last resort. This must await the involvement of

courageous litigants who have the will and the means to
test them to the ultimate. Meanwhile, we hope that ad¬
dressing attention to these problems will help to awaken
public opinion, and enable our legislators to realize their
responsibility so that the Maloney Act may be repealed and
make unnecessary going through a long and expensive proc¬
ess of interpretation. .: .''/ApP :

Northern States Power of Minnesota

Northern States Power Company of Minnesota is both an operate
ing and holding' company, and the consolidated annual revenues o£
over $75 million place it among the large utility systems. The com¬

pany controls Northern States Power Company of Wisconsin and »
number of smaller subsidiaries, the combined system serving 490;
communities and adjacent rural areas in Minnesota, Wisconsin, North;
Dakota, South Dakota and Illinois. A considerable amount of whole¬
sale businesses handled through 33 rural co-ops, 35 municipal systems
and 16 other electric companies. About 89% of revenues are from
electricity, 7% from sale of gas, and 4% from heat, water and tele¬
phone service. Important cities served include the Twin Cities (St,
Paul and Minneapolis), Sioux Falls, (S. D.), Fargo (N. D.), and
LaCrosse and Eau Claire (Wise.). About 81% of electric output i».
steam-generated; 14% hydro and 5% purchased.

The area served by the system is largely ferm country, with re-)
lated activities such as dairying, milling and meat packing. However, ,

manufacturing includes a wide range of products with emphasis oik.

building materials and equipment of various kinds. Industry fur¬
nishes only about 21% of gross revenues as compared with some 30%
or more for many utilities.

The company's stock has only been known to the investing public
for only about a year. Early in October, 1948 the holding company,
Northern States Power of Delaware, was dissolved and the stock of
the Minnesota company was distributed to the four classes of Dela¬
ware stock (Standard Gas & Electric received a small amount). Later
the stock of the Minnesota company was listed on the New York
Stock Exchange. The 1948 range was 9%-7%, and in 1949 to date
has been 11-8%. v v V'

The company is currently offering to stockholders 1,584,238 shares
of common stock at 10% (about a half-point under the closing price?
before the announcement) on a l-for-6 basis. Warrants are being;
issued to stockholders of record Nov. 17 and will expire Dec. 6. Eaclv
employee will also have the privilege of subscribing for as much a?l
150 shares of any stock not taken up by stockholders, and later stock¬
holders in turn will have a conditional purchase privilege for any
remaining left-over stock. In addition the issue will be underwritten,:
by cqmpetitive bidding; fixing the subscription price in advance Is -

an unusual feature. r,, •■\ -

Including the heavy new issue of common stock, capitalization
will be approximately as follows: '

Long-term debt —_ $134,000,000
Preferred stock 48.000,000
''Common stock equity—-— 68,000,000

54%
19

27

$250,000,000 100%
•11,088,667 shares, £

In the above table, the common stock equity has been reduced by
about $12.2 million representing estimated net intangibles (including
a large amount of deferred charges). Without this adjustment the
ratios would be as follows: debt 51%, preferred stock 18%, common
stock 31%. - -J;":' PP'iP; P.PP >>?>■''.■p'■

Current dividends are at the rate of 70 cents per annum. Earnings,
in recent years have been as follows, based on the old and new num¬
ber of shares: V.;.'

, ■'■■■ V' Based on

;• Jv;f■: v. Millions of
: V-Vr . Shares,

12 Mos. End. Aug. 31, *9-5 u.i
1949———. $1.09 $0.94

Calendar Year—

1948—

1947

1946——

Based oa
Millions of

Shares

"■9.5 11.1Calendar Year—

1943————„ $0.54 $0.46

——. 0.91

— 0.90

0.93

1945 0.50

1944. 0.52

0.78

0.78

0.80

0.43

0.44

"Based on the reclassification of Oct, 4,

1942*....—

1941

1940

1939——
1938—
1937

1948., v: C

0.52

0.69

0.-39

0.61'

0.50
0.64

0.45

0.50;
0.50

05Z">
0.43
0.55

About 83% of the system business is done in Minnesota, . where;
there is no regulation of rates. Following a long period of rate reduc¬
tions the company late in 1948 put into effect rate increases amount-;
ing to about $5,250,000 per annum, which are not fully reflected iikr
the 1949 interim earnings. Wage increases amounting to $750,000 per-
annum were granted May 1, this year. For several years the company '
has been considering a pension plan which will cost about $1,980,080
annually and this will probably become effective Jan. 1, 1950. (All¬
ot' these items are before income taxes.)

It is difficult to attempt any projection of share earnings based
on these changes, since the construction program is also an important
factor. The company spent about $60 million in 1947-48, is expending«
nearly $43 million in 1949, and plans to spend another $57 million *

during 1950-51. Additions to electric generating capacity include ,

about 19,000 kw. in 1947, 64,000 in 1948, 105,000 in 1949, 99,000 in 1950,:
12,000 in 1951 and 68,000 in 1952. It will be noted that the largest
additions are in 1949-50 and the results may be reflected in improve
ing share earnings, unless offset by pension and wage costs, etc. As
Ihe present stock offering is rather heavy, it seems likely that further.;*
equity financing should prove necessary for at least another year or so.

Thomson & McKinnon Add
(Special to The Financial Chronicle)

WEST PALM BEACH, FLA.—
Theodore L. Bradfisch is with
Thomson & McKinnon, 319 Cle¬
matis Street.

inMl ii

Newhard, Cook & Co. Adds
(Special to The Financial Chronicle)

ST. LOUIS, MO. — Alice H.
Budde has joined the staff of
Newhard, Cook & Co., Fourth
and Olive Streets, members of the
New York and St. Louis Stock

Exchanges. ; ''

Joins Vance Securities
(Special to The Financial Chronicle)

GREENSBORO, N. C.—C. B.
Souther has become associated
with Vance Securities Corp., Jef¬
ferson Building. He was formerly
with Municipal Securities Co. *

Hayden, Miller & Co. Adds
(Special to- The Financial Chronicle) "

CLEVELAND, OHIO.—Arthur
E. Danforth has become associated
with Hayden, Miller & Co., Union,
Commerce Building, members . 'o€;
the Cleveland Stock Exchange.
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News About Banks

and Bankers
consolidations
new branches

newjqffjcers, etc.
revised^.* <■ *
CAPITjLE ATION3

i
Charles J, Stewart was elected

President of the New York Trust
Co. of New York at a meeting of
the board-of trustees of the com¬

pany on Nov. 9, succeeding John
E. Bierwirth, who resigned as
Preident to become President of
Natinal Distillers Products Corp.
Mr. Stewart, a native Texan,
graduated from Yale University,
Class of 1918. He has been asso¬

ciated with the New York Trust
Co. since 1930. Appointed an
Assistant Vice-President in 1931,
he was in charge of the com¬

pany's branch office at Madi¬
son Avenue and 40th Street.

Following his election as Vice-
President in 1934 he has directed
the company's commercial bank¬
ing activities at the Main Office.
He has been a trustee since 1945.
At the same meeting Adrian M.

Massie was elected Executive

Vice-President of the company, a
newly created office. A graduate
of Yale University, Mr. Massie,
who has been a member of the
board of trustees of the trust com¬

pany since 1945, has been in
charge of its Investment Division
since joining the company as a
Vice-President in 1934. He was

formerly associated with the Bank
of Americsf in New York and City
Bank - Farmers Trust Co. Mr.
Bierwirth will continue as a

trustee of the New York Trust Co.
4 * *

The merger of the Bank of
Yorktown with the Marine Mid¬
land Trust Co., both of New York,
became effective Nov. 14. The

management of the former Bank
of Yorktown will cotinue to oper¬
ate the office at 7th Ave. and 37th
St. as a branch of the Marine Mid¬
land Trust Co. This makes the
99th banking office for Marine
Midland Corp. banks in 47 com¬

munities in New York State which
banks on Sept. 30 had aggregate
resources of $1,092,042,800. Ref¬
erence to the plans for the merger
of the two institutions was made
in our issue of Sept. 15, page 1060,
at which time the approval of the
directors was noted. The stock¬
holders of both institutions rati¬
fied the merger plans on Nov. 7.
.. * *

, 4

Benjamin Strong, President,
has announced that the Board of
Trustees of the United - States
Trust Co. of New York has pro¬
moted Archibald C. Curry, Jean
Mauze and Joseph Pickard from
Assistant Secretaries to Assistant
Vice-Presidents. The new ap¬
pointees are officers of the com¬

pany's investment department.
r. 4 4 4

C. d'W. Gibson has been elected
a Director of the J. Henry
Schroder Banking Corp. of New
York, it was announced on Nov.
10. Mr. Gibson is Vice-President-
Sales and a Director of Air Re¬
duction Co., Inc.; he is also a Di¬
rector of Airco Corp. (Interna¬
tional) and of American Insulator
Corp.

4 ■ 4 ' *• -v." ;■

Benjamin J. Weinberg, Vice-
President and Chairman of the

Advisory Board of the Pennsyl¬
vania Exchange Bank * of New
York, died on Nov. 10. Mr. Wein¬

berg, who was 50 years of age,
had been with the bank for two

years; he had previously from
1927 to 1930, been Assistant Vice-
President of the International
Madison Bank & Trust Co. of
New York; in 1930 he joined the
Chatham-Phoenix Bank & Trust
Co. as Assistant Vice-President,
and from 1937 to 1947 he was a

financial consultant with offices
on Fifth Avenue. Mr. Weinberg,
who was born in Odessa, Russia,
came to the United States in 1926,
after receiving a law degree from

ihe University of Odessa and
graduating from the Polish Insti¬
tute of Commerce and Banking.
He was a member of the Ex¬

ecutive Committee of the Ameri¬

can Jewish Congress and the
World Jewish Congress and
served as Chairman of the Rus¬

sian division of the United Jewish

Appeal.
♦ *. *

Murals portraying persons,

places and events of historical
importance in Bronx Borough,
New York City, were recently
unveiled in the Parkchester office

of the Dollar Savings Bank of
New York, on Hugh J. Grant
Circle at East 177th Street. Among
those present for the occasion
were Robert M. Catharine, Presi¬
dent, and other trustees and offi¬
cers of the bank; Arthur Crisp,
the mural artist; and representa¬
tives of other banking institutions
and business organizations. The
largest and central mural portrays
Jonas Bronk purchasing the site
of the Bronx from the Indians in
1639. In the background is a map
of the Bronx, with groups depict¬
ing various historical events.
Shown are the "Restless," the first
decked ship built in this part of
America; the executive mansion of
President John Adams; Anne
Hutchinson and her home at Pel-
nam Neck; the signing of the first
deed in the Bronx; Adrian Van
der Donck, the first lawyer to
practice in this area; Edgar Allan
Poe, the poet and story writer,
and his cottage which is still pre¬
served in Poe Park; the old De
Lancey Mills, and Fort Schuyler.

* * *

Edwin P. Maynard, retired
Chairman of the Board of Trus¬

tees of Brooklyn Trust Co. of
Brooklyn, N. died on Nov. 10.
He was 85 years of age. Mr. May¬
nard had returned home a few

days prior to his death from
Brooklyn Hospital where he had
gone for treatment for injuries
received in a fall at his Summer
home in Westhampton Beach, L. I.
Mr. Maynard, who was born in

Brooklyn in 1864, was President
of Brooklyn Trust Co. from 1913
lo 1927. During his administra¬
tion the building occupied by the
company's main office (at 177
Montague Street) was erected. He
served as Chairman of the Board
of Trustees from 1927 until his
retirement early in 1947, and as
a member of the Board of Trus¬
tees thereafter.

Mr. Maynard spent nearly 65
years of life in banking, having
begun his banking career in Sept.,
1882, when he joined the staff of
the Brooklyn Savings Bank. Dur¬
ing the next twenty years he
filled various positions through
successive promotions, and in 1902
was appointed Comptroller of the
bank. In 1912 he was elected
President. In May, 1913, he was
elected President of the Savings
Bank Association of the State of
New York. On July 1, 1913, Mr.
Maynard left the savings banking
field to become President of the

Brooklyn Trust Co. He continued
in that office until Dec. 1, 1927,
when he became Chairman of the
Board of Trustees, in which ca¬

pacity he served until his retire¬
ment in January, 1947.- In addi¬
tion to his banking activities, Mr.
Maynard had many business,
philanthropic, civic and social
connections. At his death he was

a director of the New York Tele¬

phone Co., Equitable Life Assur¬
ance Society, John Englis & Son,
Inc., and the Downtown Brooklyn
Association; also a Trustee of the

Brooklyn Savings Bank and of
the Brooklyn Trust Co. During

World War I, Mr. Maynard served
as Brooklyn Chairman in the Lib¬
erty Loan drives, and under his
leadership over $3U(J,000,000 of
Liberty Bonds were sold in the
borough. In World War II he
served for a time as Chairman of

the Kings County War Finance
Committee, until failing health
compelled him to relinquish ac¬
tive duties, and thereafter as

Honorary Chairman. Mr. May¬
nard is survived by his widow
and two sons, Dr. Edwin P. May¬
nard, Jr., and Richard S. May¬
nard, a partner in the firm of
Stillman, Maynard & Co., mem¬
bers of the New York Stock Ex¬

change.
4 4 *

James J. Conway has been
elected President of the Long
Island City Savings Bank, of
Queens, Long Island, succeeding
the late George J. Ryan former
President of the New York City
Board of Education. Mr. Conway,
an Attorney, has been counsel to
the bank since 1935, and a trustee
since 1928. . v.-

* * *
.

Myron C. Mitchell, a trustee.of
the Roslyn Savings Bank of
Roslyn, N. Y. since 1936, has been
elected President to succeed the
late Cornelius R. Bergen, Jr.
Mr. Mitchell has been associated
with the bank since 1916.

4 4 4 ■
. •

1 C. C. Pearson, President and
General Manager and a director
of the Glenn L. Martin Co., Bal¬
timore, Md., has been elected a
director of the Baltimore National
Bank of Baltimore, Md., accord¬
ing to announcement following a

meeting of the bank's board of
directors on Nov. 10. Mr. Pear¬

son. who was elected to his

present position at the Martin Co.
on his 43rd birthday last July 15,
is a native of California and a

veteran of more than 20 years in
the aviation industry, having for¬
merly been general manager of
Douglas Aircraft's Oklahoma City
plant, assistant to the President of
Douglas Aircraft, and general
manager of the Curtiss-Wright
Airplane Division, Columbus,
Ohio. Immediately prior to join¬
ing the Martin organization he
was Vice-President of Curtiss-

Wright Corp. at New York City.
"

w" 4 4 # 1

i Errett Van Nice was elected a

Vice-President of the Harris

Trust and Savings Bank of Chi¬
cago at the Nov. 9 meeting of the
directors. Mr. Van Nice has been

with the bank since 1932, except
for three* years of military leave
as a Commander in the Navy dur¬
ing the war. He was elected As¬
sistant Cashier in 1939 and an

Assistant Vice-President of the
bank in 1945. The board also
acted upon the following promo¬
tions: In the banking department,
Kent Duncan was advanced from
Assistant Cashier to Assistant
Vice-President. In. the trust de¬

partment, Thomas C. Barnes was

advanced from Assistant Secre¬

tary to Assistant Vice-President,
and Robert H. Long was elected
Assistant Secretary. Also at the
Nov. 9 meeting the directors of
the Harris Trust & Savings ap¬

proved the transfer of $3,000,000
from undivided profits account to
surplus account. After giving ef¬
fect to this transfer and adding
estimated earnings for the re¬
mainder of the year, the invested
capital of the Bank on Dec. *31,
1949 will be: Capital, $8,000,000:
surplus, $15,000,000, undivided
profits in excess of $5,000,000, a
total of $28,000,000.

I . 4 4 * - I ■

The election of Sam Schultz as

President of the Merchants Bank

of Kansa§ City, Mo., to succeed
H. R. Lebrecht was announced on

Nov. 4. At the same time the

post of Chairman of the Board
was created, and Mr. Lebrecht
was elected thereto. The Kansas

City "Star" of Nov. 3 reported the
purchase of a substantial stock
interest in the bank by Mr.
Schultz, the "Star" adding that:
Mr. Schultz was at the same time

retiring « as President of the
Peoples Bank of Kansas City, fol¬
lowing the sale of his controlling
interest in that institution to his

brother, J. Victor Schultz, head
of the Rosedale State Bank.

The sale of new stock to the
amount of $60,000 by the Ameri¬
can Exchange National Bank in
St. Louis, Mo., has increased the
capital, effective Oct. 26, from
$340,000 to $400,000, the Comp¬
troller of the Currency reports.

Transfer of one and a half mil¬
lion dollars from undivided

profits to surplus, action taken
by the directors on Nov. 8, gives
the Citizens & Southern National
Bank of Atlanta, Ga., a total cap¬
ital structure of $16,791,515, the
largest capital structure of any
bank in the ten Southeastern

states, according to President
Mills B. Lane, Jr. Mr. Lane un¬
dertook to emphasize the bank's
policy in the matter of building
capital structure as a principal of
sound banking, and by way of il¬
lustration took the 15 year period
between 1935 and the present time
and traced the development in
capital structure of the Citizens &
Southern during that period. "In
1.935," Mr. Lane said, "our capital
structure totaled $7,338,835, or
about 44% of our present figure.
Measured merely in terms of pro¬
tection against loss to the deposi¬
tors, this means that the bank is
more than twice as strong as it
was in 1935. In like manner the
same figures indicate that; the
bank has doubled its capacity to
handle large credits and to keep
pace with the growth of business
and industry. This last ties in
closely with the condition so ably
outlined five years ago by my

father when he pointed out that
the South was possessed of a new
economic emancipation fin that it
was no longer dependent on other
sections of the nation for money,
either as venture capital or for
operating credit." i >

* * *

Ratification by the stockholders
of the Texas Bank & Trust Co. of

Dallas, Tex., of the proposal to in¬
crease the capital structure of the
institution by $562,500 through
the sale of 12,500 shares of stock
at $45 per share was announced
on Nov. 3' by W. W. Overton,
Chairman of the Board. The ac¬

tion taken by the directors on

Sept. 30 toward increasing the
capital was referred lo in our is¬
sue of Oct. 13, page 1486. On
Nov. 3 the Dallas "Times Herald"
had the following to say in the
matter:
"Present stockholders will have

until Nov. 10 to purchase the new
stock on the basis of one share of
the new for each two they now
hold.
"Total capital of the bank, fol¬

lowing sale of the new stock, will
be $1,985,000, which will include
capital of $750,000, surplus of
$750,000 and undivided profits
and reserves of $485,000. The
present capital of the institution is
$500,000." - ^

'

*
. * * -1s..*•

The Merchants State Bank of

Dallas, Texas, on Nov. 3 opened
its new banking home at Ross and
Henry Streets. ThS opening of the
new quarters was marked by the
presentation of savings accounts
of $25 each to all Dallas County
children born on the date the
bank first opened for business,
viz., Jan. 9, 1946. W. M. Beavers is
President of the bank, which, says
the Dallas "Times Herald," has
resources of $3,565,000.

* * * - " -

Climaxing a drive in which the
officers and employees of the
Highland - Park Slate Bank of
Dallas, Texas, produced new busi¬
ness in excess of $500,000, the em¬

ployees were tendered a banquet
Nov. 5, when prizes were pre¬
sented to the winning employees.
The occasion,- said the Dallas
"Times Herald" also marked the

10th * anniversary of the bank,
which was organized in 1939 with

a capital of $100,000. Two in-*
creases in the capital have since,
been made, bringing it up to: the *
present amount of $300,000.:
Luther M. Jordan, the present
President, assumed that office in
1942; the assets, it is stated, then,
$2,000,000, have since increased,
being now, in excess of $11,000,-;
000. Eugene B. Germany, one of
the bank's organizers, elected
Chairman of the Board at

, the
start, continues in that post.

■ * * * ' '}

The consolidation of the First
National Bank of Phoenix, Ariz.,
and the Phoenix Savings Bank &1
Trust Company of Phoenix,'. be¬
came effective at the close of

business on Oct. 31 under the;

charter and title of the First Na¬

tional. According to the Nov. 7*
Bulletin of the Office of- the

Comptroller of the Currency the
initial capital stock of the consoli--
dated bank is $1,430,000, divided*
into 143,000 shares of common'

stock of the par value of $10 each/
The initial surplus of the consoli-,
dated bank is $2,000,000, with in-;
Rial undivided profits of not less*
than $900,000. The continuance of'
operation of the seven branches of
the First National is authorized

under the consolidation plans. ;
4 4 i /4 ~j■'/

On Nov. 9 W. W. Crocker, Presi—
dent of Crocker First National^
Rank of San Francisco, awarded

gold watches to four members oL
the staff who recently completed
25 years*of service with the in¬
stitution. Attilio Dagnino, clerk
in the safe deposit vault, Walter
F. Ross, senior audit clerk, Lam¬
bert Becker, business development
department and John C. Stephens,
commercial teller, were the recipi¬
ents of the awards, Mr. Crocker
said that the 25-Year Club is

compris2d of 114 members whose
combined service amounts to more

than 3,633 years. .

4 4 4 v ///,-■/■

; J. W. Lewis, Vice-President of
the Union Bank & Trust Co. of
Los Angeles, CaL, died on Oct. 31^
following a heart attack. Sixty-*
one years old, and a native of
New Orleans, Mr. Lewis became
associated with the- Union Bank

& Trust Co. in June* 1917; he was

successively Assistant. Cashier,1
was named Assistant Secretary in
J 922, Assistant Vice-President in'
1925 and Vice-President in 1945..

He was a member of the Cali-
fornia Bankers' Association, Los
Angeles Interbank Mortgage As-*
sociates; past President, Los An—
geles Retail Merchants Credit-
Association, director - Southern
California Mortgage Bankers' As¬
sociation, and had been a lee—
turer on credits and collections at

the College of Business, Univer-1
sity of Southern California, and',
on home mortgage lending at the'
Los Angeles Chapter, American*
Institute of Banking. ■

]•••''■ :'V'*'":; •' 4 ■ 4 4

Clyde H. Brand, Sacramento at¬
torney and partner in the law"
firm of Downey, Brand, Seymour
& Rohwer, has been elected a

director of * the Anglo California;
National Bank of San Francisco,"
to fill an existing vacancy on the
board, it was announced Nov. 10'
by Allard A. Calkins, President.
Mr. Brand for many years has.
been a director of the Capital Na¬
tional Bank of Sacramento and of
the Natomas Company.

. 4 . 4 4

'

Announcement is made of the

appointment of J. G. Hungerford;
as General Manager of the Na-:
tional Trust Co., Ltd., head office
Toronto. The Montreal "Gazette"
of Nov. 4 states that he succeeds-
Terence Sheard, who resigned tov
join the Toronto law firm of
Johnston, Heighington & John-'
ston. Mr. Hungerford the "Gaz¬
ette" says, joined the National-
Trust in 1929 as a trust officer. In*
1944 he was appointed manager of*
the trust department at Toronto
office, and in 1948 was made an-

Assistant General -Manager of the-
company, continuing in charge- of
.the trust department at Toronto./
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Chairman McCabe Wants No Change in Gold
Value; Advocates Increasing Fed. Res. Powers
reneies as remain unchanged in
terms - of gold. Conversely, if
prices in the outside world were

higher, than in the given country,
the country might reduce its price
ol gold in order to help bring
about a better realtionship.
■ ''During the spring and summer
of 1849 price levels in many for¬
eign countries were too high in
jelation.to prices in the United
Stages. To attempt to correct the
disparity by a change in our price
of gold (assuming that other
countries made no change) .would
have called for a reduction in the
gold price from $35 to some lower
figure, tnat is, by an upward val¬
uation of the dollar in terms of
gold and of other currencies;; This,
however, would have caused seri¬
ous dislocations in many foreign
countries land would 'have had
severe psychological consequences
domestically. The needed adjust¬
ments were brought about in Sep¬
tember by devaluations (in terms
both of dollars, and of gold) of a
number of foreign currencies. ( ;

. f<<2) A change in ;the dollar
price ©f .gold would alter the dol¬
lar value of all existing gold re-

1 serves in direct proportion to the
change in . price. Thus a 50% in¬
crease in the price of gold would
result in a 50% increase in the
dollar value of gold reserves, both
in the United States and through¬
out the world. .'."'T',£/>-.■ v

I; "In the fcase of the;, United
States, it; is clear that a rise in
the price of gold is not needed to
augmenf'-the value of domestic
gold reserves, since these are

more than adequate for present
and foreseeable monetary needs.
Under persent "legislation, the
Federal Reserve System is re¬

quired to maintain a reserve of
25% against /Federal 'Reserve
notes and deposits, but the present
r atio is actually about 55%. Even
if the latter ratio were to fall to
-the legal minimum, an increase in
the gold price would not be an

appropriate means of correction.
"In the case of foreign coun¬

tries, the situation varies. Many
countries, because of postwar dis¬
locations, are V seriously handi¬
capped at the present time by a
.domestic shortage of gold and
dollar reserves. But a rise in the
.price of gold would help; most
those countries which already
.have large reserves. Every coun¬
try which holds gold wouid auto¬
matically; receive an increase in
the number of dollars available
to it, so that the largest increases
would go to the largest holders,
which are the Soviet/Union and
Switzerland as well as the United
Kingdom. Under present and
prospective circumstances, if the
United States wished to make
more dollars available for foreign
reserves, it would be preferable
to do so by extending stabilization
credits to those countries whose
reserves we wish; to increase;
Making dollars available to se¬

lected countries by means of cred¬
its would cost the United States

less, in real terms, than trying to
help these countries by making
dollars available indiscriminately
in exchange for gold.

..v-, "(3) A change in the dollar
price of gold would alter the prof¬
itability of gold mining, and thus
the level of gold production. Fol¬
lowing the increase in the dollar

price ofL gold in 1933-34 (from
$20.67 to $35 per ounce), gold pro¬
duction, both in physical volume
and even more in dollar value,
was greatly stimulated all over

the world. Because of the world¬
wide rise in costs of labor and
materials which occurred as a re¬

sult of World War II, the profit¬
ability of gold mining has sharply
fallen, and production has con¬

tracted considerably from the
peak level of 1940. Accordingly,
proposals have been freely forth¬
coming from world gold-produc¬

(Continued from page 9)

ing interests to raise the dollar
price of gold. . Tne dollar price
of gold, however, is still higher
relative to the general level of
commodity prices than it was in
the 1920's, and gold production
remains above the level of that
period. v. >' . • .

"An increase in the price of gold
would no doubt stimulate gold
production. As for the United
States, however, there is clearly
no need for an increase in domes¬
tic gold production, since gold
reserves in this country are far
in excess of minimum require¬
ments. An increase in the dollar
price of gold obviously cannot be
justified on the sole ground that
it would increase the profits of
gold mining. ; :: < A /

"In the case of foreign coun¬

tries, those producing gold—which
would be the immediate benfici-
aries of a rise in the gold price-
are not the ones whose need for
assistance is greatest, tyhile they
might use the augmented value
of their gold to pay for imports
from WesternyEurope and thus
enable Western Europe to do more
toward balancing her trade with
the United States, it would b 3

much more to the advantage of
the United States to accomplish
this end by extending grants or
loans. \

"(4) As to the effects that an
increase in the price of gold might
have on our domestic monetary
system, it is important to empha¬
size that this country's'^existing
gold holdings, valued at the pres ¬

ent price of gold, would support
a far greater volume of money
than needed for any likely future
contingency. 1

"The immediate monetary ef¬
fect of an increase in the price of
gold would be a 'profit', from the
revaluation of our existing; gold
stock. Expenditure of this 'prof¬
it,' which presumably would be
within the discretion of the Treas¬

ury, would increase commercial
bank reserves, and thereby foster
a multiple expansion of bank
credit, subject to the reserve re¬

quirements of banks in effect at
the time. Increased bank reserves

and resulting multiple expansion
of bank credit would also bejfdV:
tered by accelerated inflow of
gold from foreign sources and do¬
mestic output. These develop¬
ments would expose the economy
to great inflationary dangers.

"The Federal Reserve has no

means adequate to cope with such
a danger. In the absence of

greatly expanded authority to ab¬
sorb or immobilize the inflation¬

ary reserves thus created, the
Federal Reserve would be incap¬
able of performing its function of
adjusting the credit supply to the
needs of a stable economy.

"Increasing., the price of gold
would be an awkward and danger¬
ous instrument for this country to
use, particularly in view of the
fact that other more effective and
far less risky means are available
or could readily be found to ac¬

complish; anything constructive
that would be accomplished by
changing the price of gold.

"(5) Lastly, it should be em¬

phasized that any change in the
price of gold would constitute a

major change in the foreign eco¬
nomic policy of the United States.
Since January, 1934, the price of
gold in terms of the dollar has re¬

mained unchanged at $35 per
ounce. Thus, for over 15 years
there has been a fixed relation¬

ship between gold and the dollar
—one of the few elements of sta¬

bility in an international economic
situation that is only slowly re¬
covering from the ravages apd
disruptions of extended world
war. Changing the dollar price of
gold would inevitably weaken the

high confidence that this coun¬

try's currency universally enjoys.''
To the query "What would be

the principal advantages and dis¬
advantages of restoiing' circula¬
tion of gold coin in tnis country?
Do you believe this should be
done?";Mr. McCabe stated:
"The advantages which might

be gained by restoring tne circu¬
lation of gold coin in this country
are negligible and serious disad¬
vantages would be incurred. None
of the important domestic or in¬
ternational monetary problems
now facing us would be appreci¬
ably helped toward solution.
"Confidence in money, in our

day, is based upon its internal
purchasing power .arid the ability
of a country to meet its external

obligations, not upon internal con¬
vertibility of the money into gold.
The currency of the United States
is the most generally acceptable
.currency in the world today.
Confidence in it is assured by the
productive power of the United
States economy. Gold is readily
available.. and existing .reserves

:g£ef more than adequate to meet
a ny conceivable international
drain of funds. Since the chief
argument for instituting a gold-
coin 'circulation would be the

strengthening of confidence in the
currency, it is clear that on these
grounds no need for taking such
a step exists today,

y "The argument that a return of
gold-coin circulation would bring
about a desirable and automatic
regulation of the domestic money
supply and would assure the

country a 'sound' monetary sys¬
tem—in the sense;'that such a
system -would be 'sounder' than
the present one—is not valid. On
the contrary, the adoption of a
gold-coin standard might actually
hinder the maintenance of a stable
and prosperous economy, since
there is no automatic relation be¬
tween the demand for gold coin
and the economy's need for money.
The demand for gold for individ¬
ual use, as contrasted with its use

to balance international pay¬

ments, reflects various speculative
and capricious influences which
should not affect monetary policy,
and fails to indicate other condi¬
tions which, ought to guide mone¬

tary policy.Thus a strong public
demand for/gold coin might arise
in time of depression, as occurred
in 1.931-33, imposing a restrictive
monetary policy at the very time
-When'ithe opposite policy is neces¬

sary;, a In ■#.time of rising prices,
when shifts from money to com¬
modities-are likely, demand for
gold might be small, so that the
necessary restrictive action would
not automatically occur. If during
wartime, moreover, heavy de¬
mands for gold should appear,
free sales of gold would reduce
our gold stock, stimulate specula¬
tion against the currency, and
hinder the financing of the war.

Furthermore, depletion of gold re¬
serves resulting from private
hoarding could conceivably im¬
pair our ability to meet extraor-
d i n a r y wartime expenditures
abroad. '•' y'
"An overriding reason against

making gold coin freely available
is that' no government should
make promises to its citizens and
to the world which it would not
be able to keep if the demand
should arise. Monetary systems
for over a century, in response to
the growth in real income, have
expanded more / rapidly than
would be permitted by accretions
of gold. In the United States to¬

day our gold stock, although large,
is onlyyl5% of our currency in
circulation and bank deposits, and
less than 7% of the economy's
total holdings of liquid assets.
The retention of a gold base is
desirable in order to maintain in-
ternation convertibility, and a
gold-standard system has there¬
fore evolved in which the various
forms of money and near money
in the country are ultimately con¬
vertible to gold,- where that is
necessary to meet the country's
international obligations. Return

to a gold-coin standard, however,
would clearly expose the economy
to the risk of drastic and undesir¬
able deflation at times of high
speculative demand for gold tor
hoarding, or else the government
would have to withdraw its prom¬
ise of gold convertibility. Con¬
jecture as to the possibility of such
a withdrawal would stimulate a

speculative demand for gold and
might precipitate the event feared.
The long-run effect would be to
weaken rather than to strengthen
confidence in the dollar. .

"In regard to the international
effects, it is often contended that
if gold were made freely available
by the United States, whether in
the form of coin or otherwise, one
effect would be to eliminate the
premium at which gold is quoted,
in relation to the United States

dollar, in black or free markets
abroad. However, the present
premium of gold over the dollar
in foreign markets is a matter of
very limited importance. It re¬

flects chiefly the special suitabil¬
ity of gold for hoarding, its great
familiarity, and its anonymous
nature. It cannot even remotely
affect the stability of the United
States dollar."

Broadening Powers of Federal
Reserve

In line with his previous state¬
ments before Congressional com¬

mittees, Chairman McCabe in his
report to the Joint Committee on

the Economic Report proposed
further broadening and intensify¬
ing the powers of the Federal
Reserve Board over the credit
and the ; reserve operations of
commercial banks, whether mem¬
ber or nonmembers of the Federal
Reserve System. According to
Mr. McCabe:

"The authority to change re¬
serve requirements is an impor¬
tant instrument' for generally
contracting or expanding the li¬
quidity position of the banking
system and for making other
credit instruments effective. It

may be needed particularly to
absorb excessive reserve funds of
banks obtained from large gold
inflows or return of currency
from circulation, and perhaps also
from Federal Reserve purchases
of government securities in main¬

taining orderly ; markets. Al¬
though the Federal Reserve now

holds about $17,000,000,000 of
government securities which
might be sold to absorb reserves

arising from inflows of gold or

currency, these inflows could over

a period of years be so large as
to deplete the System's resources
to below a reasonable operating
level. Moreover, it would be
disruptive for the System to en¬
deavor to sell government securi¬
ties at a time when other holders
would be selling on balance.
"The Federal Reserve should

have authority broad enough to
meet its responsibilities , under
different situations. The Federal
Reserve cannot function properly
if it must go to Congress for ade¬
quate authority after an emer¬

gency has arisen. Monetary and
credit actions work best when

they can be applied in time to
prevent a crisis from arising.
"Reserve requirements are im¬

posed on banks in the national
interest and in the interest of the
entire banking system. They are
part of the necessary mechanism
by which the supply of money and
credit may be influenced to pro¬
mote economic stability. To the
extent that banks do not bear
their fair share in what is a na¬

tional responsibility, the effec¬
tiveness of monetary policy is
weakened, to the detriment of all
banks. It is clearly unfair and
inequitable to ask member banks
alone to bear the burden."

Regarding direct lending by
Federal Reserve banks, Chairman
McCabe remarked:

"The 12 Federal Reserve banks,
as permanent credit institutions,
are especially qualified to provide

financial assistance to business
enterprises through the regular
banking channels. With their 24
branches, the Reserve banks con¬

stitute a regional organization to
which financing institutions and;
businesses in all parts of the coun-
tiyhave convenient access. Because j
of their long experience in the;
credit field and their daily rela-j
tionships with banking institu-1
tions, they are thoroughly familiar
with creciit needs and problems of
both banks and businesses. For
these reasons, the Reserve banks
are especially fitted to assist local
banks in making credit available
to borrowers wro, though other-
wise meritorious, may present
credit risks of a character which
banks will not ordinarily accept;
and, by such aid, the Reserve
banks can help to restore and
maintain normal credit relation¬

ships between such borrowers and
the banks. The Reserve banks

gained additional valuable expe¬
rience in the field of business
loans as a result of their active
participation in the wartime V-
loan program under which guar¬
anties of war production loans
aggregating nearly IOV2 billion
dollars were processed.

"Notwithstanding their qualifi¬
cations for the task, the Reserve
banks have been handicapped in
carrying out their industrial-loan
function by the restrictive provi¬
sions of section 13b of the Federal
Reserve Act. Under present law,
they may make commitments and
loans only for working-capital
purposes, only to 'established'
business, and only with maturities
not exceeding five years. These
are severe limitations upon the
ability of the Reserve banks to
render effective assistance in
meeting the requirements of
smaller businesses.

"Unless appropriate changes are
made in the law to place the aur,

thority of the Reserve banks iri;
this field on a more effective

basis, I believe that it would be
preferable to repeal' the present
limited authority of the Reserve
banks in its entirety.

"If it is the desire of Congress
to utilize effectively the services
of the Federal Reserve System
in the extension of financial assis¬
tance to small business in time of

need, the Reserve banks should *

be authorized to enter into par¬

ticipations and commitments with:
financing institutions with respect
to loans made to business enter¬

prises, on a basis under which a

Reserve bank might assume not
more than 90% of the risk in¬
volved and under which loans
would not be limited solely to
working-capital purposes or re¬
stricted to established businesses.
The maximum maturity on any
such loan should be fixed at 10
instead of five years. It would
be the policy of the Federal Re¬
serve to have the local bankers
assume as tnnch of the risk as pos¬
sible. The Reserve banks would
be prepared to release to the
banks at any time within the life
of the loan any part of their par¬
ticipation."

Regulation of Margins

Answering the query as to sug¬
gested changes in the Federal
Reserve's power to regulate mar¬

gin requirements on security
loans, Mr. McCabe stated that
present provisions "have worked

reasonably as they stand," but
suggested, without much com¬

ment. that Congress might amend
the Securities Exchange Act by
authorizing credit transactions in
unlisted securities in the over-the-
counter market under Federal Re¬
serve supervising, adding:

"There is a possibility that need
for a provision permitting regu¬
lation of bank loans for the pur¬
chase or carrying of unregistered
securities might develop at some
time in the future, but up to the
present there has been no evi¬
dence of the necessity for such
authority."
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Planning Your Sales Talk
7" '"(Continued from page 4)
needs to be worked out, I sit
down, get a pad of paper and a

jpencil, and put my thoughts down,
trying to write things out the way
they should be. I come away from
it with a much clearer idea of the
answer to the problem. -

You have been putting in a lot
of time, over here, listening to
-these talks, and in order to de¬
rive the most good from them I
do recommend that ?ou write out
some of these things, as far as the
*>ales story, itself, is concerned.
Get these points into some kind
of a usable order for yourself.
You will say, "Well, what, do

you deal with, in a sales story?".
I am going to read, just briefly, a
tew points that you will be play¬
ing around with.
; The first things that you will
fcake into consideration are the

component parts of the sale. You
know what they are, because we
have discussed them here. You
have the approach, the main pres¬

entation, the development part of
the sale; and then the demonstra¬
tion; the convincing part; and the
place, somewhere in the solicita¬
tion, where you remove the ob¬
jections. You come to a step
where you will quote the price,
and then the final step, of closing
the sale. "

,

You might just put down those,
things, somewhere,, to give you a*
fcasic outline of what you are

going to go into in this sales story.
The next factor you have to

deal'with concerns the buying
motives you are going to appeal
to. You might just list the five or
six that you think are the most
important ones for your work.
The third thing to deal with are

the creative and selective selling
'points, certain selling points that
do a primary selling job for you
and certain other selling points
that do a selective selling job, to
have the buyer buy from you,
rather than from some other sales¬
man or investment house. .

The fourth factor that you have
tc deal with is supplementary
subject matter, to fill out the com¬

plete canvass. That would concern

your opening social conversation
and your closing conversation,
when you are leaving.

. The filth item to consider is
the .material aspects of your
demonstration. We talked, the
other day, about using certain
material things to bring the sales
story home to your buyer, so
when you are considering what
to talk about when you see these
people, you have to give some

consideration of what you are
going to say to make a demon¬
stration.
Sixth is the subject matter, to

refute the objections that you feel
■ may come up.

Seventh, the timing of all this,
If you are going to do any prep¬
aration of this business of doing
good sales work, you have to pay
some attention to the timing of
your sales story.
The eighth and last factor that

you have to deal with, in prepar¬
ing a good sales canvass, is the
effectiveness of your use of lan¬
guage, how you are going to say
all that.
I just put these thoughts out

as suggestions to you gentlemen,
because I know that if you spend
a small amount of iime in doing

'

some intelligent planning on what'

you are going to say, that it will
; save you a lot of years of low-
volume work.
If you bounce in upon a cus¬

tomer without having some kind*

of a plan about what you are

going to say, you do not have too
'

much confidence in yourself, and
you don't radiate too much con¬

fidence to the buyer. •

On the other hand, if you go
• in there a,nd you know pretty well
• just about what you are going to
*

say to this man, you have your
material all lined up in your

nund, then you will feel pretty
confident and say to yourself,
"Well, this fellow isn't going to
throw me, I know how I am going
to try to sell a block of securities
to this person," and you get a

plan and go ahead ana worK ac¬

cording to that plan. " 1 "
Just as in any other worthwhile

endeavor in life, there must be a

plan laid down, ahead of time, in
selling work.. There was a plan to
this building, and a plan to any
smart political campaign, a plan
for the promotion of all new prod¬
ucts in business. And a salesman,
if he is smart, uses that same sys¬
tem. He has a plan to sell by. If
he is not smart, he just goes about
his work in a hit-or-miss fashion,
and he usually misses. • ,

Without a plan, the sales inter¬
view is often reduced to simply a

rambling conversation which gets
nowhere,- and with the salesman
losing control. But if a salesman
knows exactly what he is going to
say and what he wants to accom ¬

plish, then he works a lot better.

Memorizing Your Sales Story
I know of a fountain pen con¬

cern that had two sales stories
written out, for the salesmen to
use. The management didn't care
what the men had done before

they worked for this company.
They hired old baseball; players
or anybody else, as'long as that
man could memorize both of these
sales stories.- 'C;
One of these sales stories was

17 pages long. The - other . was
somewfiat shorter. But once a

week -these salesmen were re¬

quired to report, in to the office in
their territories and recite the
sales story onto a record which
was then forwarded to the main

office, here in , New York and
listened to, and if the spiel didn't
come out pretty well on (Yhat
record, the fellow got a fast letter,
light away. Believe it of* not, that
is true. / ;

Now, the seventeen-page story,
I don't know when they used that,
but they used this shorter sales
story for selling this pen to the
retailer. When the man walked
in, he carried no brief case, no
samples with him, and he went in
there; and started giving this
canned talk. ' v : :
That talk was on "the dollar

bill." It was not about the pen
at all, had nothing to do with the
pen. All these fellows were do¬
ing was merchandizing a certain
scheme where the retail manager
could make some money if he
would handle that pen. They
clidn't say anything about the pen
at all, just talked about the profits
and the volume that could be re¬

alized, in handling this promotion.
That went over with a bang.
A groat many lost sales are the

direct result of lack of prepara¬
tion on the part of the salesman.
If a man would put a little more

preparation into the methods by
which he wanted to sell and what
he was going to say, he certainly
would not have lost the sale, in
many cases.

Again, if you do not have any
planned canvass in mind, very of¬
ten the sales interview is reduced
to nothing but a series of ques¬
tions, with the buyer asking the
questions and the seller answer¬

ing them, following along like a

dog on a leash, and that kind of
a solicitation doesn't bring in any
sales.

No Need of Excessive Elaboration

In planning what you are going
to say, there is no need in getting
too elaborate. All you have to do
is select, for any particular can¬

vass, three or four or five strong
selling points that appeal to what
you believe the the right buying
motives for that buyer, and use
them in an intelligent way.:
Here are a few things that you

can use—at some time during the

course of that interview—for new
business: * ' \
You might describe to that

buyer what he is losing out on

by not owning securities. In my

opinion, that is a potent way of
selling. You tell him what he
is not getting, by not being in on

your securities.
You know that you have

opened up the business pages of
the newspaper and you have seen
where some fellow has just been
promoted to a new job, and you
will see somebody else has just
been made a Vice-President, and
someone else was just made Presi¬
dent, and you will read stories of
a lot of people going way up the
line, and you know now you feel,
down deep inside, upon reading
these stories.
You always compare the prog¬

ress of these others with your own
progress, and you think about
what you are not getting and
what they are gaining.
Well, the buyer 'feels the same

way, and if you can stir him up

by using what you might call a
"fear motive", that he is losing
out on what a lot of other people
are getting, why, then that might
move him right over to buying
something from you.

.People always want to be in on
the gravy train, and they want to
get ahead and be promoted. They
want progress, and if you can
somehow /make them feel that
they aret losing out on that by not
doing' something about buying
these things from you, that will
certainly help them to feel that
they ought to go ahead and do it.
I am just talking about a few

things that you can put in as

points" in your selling canvass,
now,, and another appeal that you
can make is that successful people
own securities. It is a mark of

some success in life to own some

securities. '■' v// :fo;i: ';.y< •;.//

\ Presenting Motives for
Investments

Here you are appealing to one
of the basic buying motives, self-
approval, and keeping up with the
Joneses, the economic emulation.
Just use that in a sales canvass,
in a tactful way, and list some of
the people who are doing busi-
nes with your house, very suc-<
cessful people. "Why are they
successful? Because they are

dealing in securities." / / ;
That can be turned around, an¬

other way, that investments help1
a person toward success. If a

person is working along, very

hard, in a job and perhaps not
progressing as fast as possible,
then if a salesman came around
and talked to them, pointing out
seme other way that they could
be successful, I think they would
be inclined to listen to you.

Perhaps you are all acquainted
with the adjustment theory of
psychology, that you make so

many types of attacks on barriers,
or problems, that come up in life,
and that the best attack you can
make is the direct attack. Go
ahead and do the thing. And the
next attack you make is a sub¬
stitute attack, or a transfer, which
could also be good.
An example of the second type

of attack is when a man tries to
be a success in business but falls
short of his goal, and then, on
the side, he might start writing.
He transfers his energy to some¬

thing else away from his main at¬
tack, and he can become success¬

ful in the second one, because it
is still a constructive thing to do.
Lots of people, out in business

and in other fields, in life, are
not meeting with great success in
their main objectives. If a sales¬
man can come in and show them
that by some other way, by some
substitute act, they can reach
their goal; then they are certainly
going to listen to that salesman.

Another point you might use is
that a good investment program
leads a person towards more in¬

dependence. People want to be
independent ; and that depends
pretty much, as you know, on
how much you have. If you can

point out that a successful invest¬
ment program will gain inde¬
pendence tor them, enabling them
to do what they want to do in
life, that would be a pretty potent
selling point. ■ »'■
Another point is that you could

show these people how their sav¬
ings can work for them. They,
themselves, work, but the savings
from their work can also be put
to work for them and help con¬
tribute toward their success.
These are all personal gain mo¬

tives that I'm discussing. Of
course, the one big point that you
should always bring out is that
buying securities can make money
for them. That's why people buy
securities, it is to realize more

money on them.
•

A lot of other things can be
derived from making this money.
You can have security and inde¬
pendence, and success, but it all
comes from the desire to realize a

monetary gain from the invest¬
ment and, naturally, if that is the
primary and basic reason for buy¬
ing securities, then any salesman
surely must hit hard at that point,
in his talk. f

Interesting Clients in an

Investment Program
A lot of people do not have

any particular plan in their lives.
You might ask yourself, "Do I
have any long-term plan, as far
as my future is concerned?" All
of us possess rather vague hopes
and desires, but there are few
people who have laid out any
definite plan of accomplishment,
either in business or in a profes¬
sion, or socially.
If you, as an investment sales¬

man, can show ; to your/ new
business prospects how you might
cooperate with them in setting
out a snecific plan of progress for
them, they will be interested and

they will listen to you.
We are talking now about cer¬

tain selling points to include in
your sales solicitations. I believe
that these I am talking about have
a very personal attraction to in¬

vestors, or to potential investors.
Many people have an insurance

program set up for them, and
they feel rather cozy about it.
There is no reason why just as

many people should not have in¬
vestment programs, The reward
could be a lot more immediate,
and with that reward so imme¬
diately gained, there is no reason

why they could not be sold, be¬
cause I think just from a lay¬
man's point of view, that a lot
more insurance is sold to the
consumer than investments, over
the period of a year. Is that right
or wrong?
Voice: That's right.
Mr. Sutton: There are definite

benefits from having a plan of in¬
surance, but they are not better
than you could derive from a plan
in investments.

The insurance salesman has his
selling campaign very carefully
prepared. He does not have to

rely on inspiration or extempo¬
raneous mood, or the spur-of-the-
moment soark when he gets into
the fellow's office.

No, he has his business all laid
out, very carefully, on paper, and
he just turns the pages and some¬

body has very carefully planned
that solicitation as he goes along.
I am just recommending that you
people can do the same thing.
.Let me give another instance of

a planned method of selling, right
out of the New Yorker Magazine,
here, in the "Profile" that was

written about Captain Angelina
Nawkins, of the Salvation Army.
Here is what it says about her:
"In her soul saving, she de¬

pends more uoon technique than
upon inspiration.She breaks
soul saving down into nine parts
•which are, in the terminology of
her training, going to sinners, at¬
tracting them, interesting them,
convincing them of a sense of

guilt, removing their hinderances>
bringing them to repentance,
leading them into fai*h, and giv¬
ing them suitable aftercare." , ;
If that isn't a planned sales so¬

licitation, I have never heard of
one. Those are the exact steps of
a sale followed very carefully, by
a Salvation Army lass. f ;• * ,

If a Salvation- Army/lass: can
use a planned method of selling,
in saving souls, then a person
who is paid to be - a salesman
could benefit by doing the same

thing. It says that she depends
more upon technique than upon

inspiration, and my point is that
too many salesmen depend^ upon
inspiration, rather than a planned
technique of selling and that is
why they lose out, in making
sales.

Selling Plan of National Cash
. .,"A: ••/■ Register ... ..

The first company that ever did
any really modern selling in this
country was National Cash

Register, under John H. Patter¬
son, who founded the company
and inaugurated modernsales
management. - That company had
a very difficult time, in the early
sale of its product. ' ^

The main point on which they
used to sell the cash register was
to eliminate theft on the part of
the clerk. V Before the cash regis¬
ters, they had tills. The money ;
would be put into tills, one-half
for the till and one-half for the
clerk's -'packet/. -They were not'
paid; very/• much' money, these
clerks, and they had a gravy train;
without1the/ cash. register: /J
Naturally,:'-the clerks didn't

want the cash registers around.
They would see a National Cash *

Register salesman coming in the
door and they would go and beat
him up. . They wouldn't let him
enter. Then, a letter would come

in, to the boss, from the Cash
Register Company, and they
would tear it up and throw it
away. ; /■:;/■ j rUCv;..--
If a cash register did get put

into the store, they would sabo¬
tage the machine so it wouldn't
work, and the cash register com¬

pany had a terrible time, not
only in getting the owners to buy
the machines, but also merely in
getting past the clerks.
Patterson worked out a method

of selling and sent it to all his
agents to use and, to make a long
story short, when the agents, af¬
ter years and years of denial,
finally agreed to use this method
of selling, they sold the cash
registers. -■; ,v:■ „/ . / ;1 ■■■■■'■/::
Here are just a few items that

I want to tell you about: First,
when people get out of their own
field they aren't very smart. A
very smart executive in the retail
field can be quite stupid about
investments. There are not many
people who go to see a play or a
movie or who hear a concert, who
come away and really know
whether it was good or not. They
may enjoy it, but until they read
what somebody else says, in the
New York "Times," or in the
"Tribune," the next morning,
they pretty much reserve their
judgment. They don't know.
There are not many people

who, when they go to buy a table,
know much about tables, the
wood in it, how the table is made.
There are not many people who,
when they go to buy a lamp know
much about lamps, who would
even think of asking about how
many foot candles of light they
are going to get on their books,
if they use a hundred-watt bulb
in this lamp. They don't even
know enough to ask how much
light they are going to get from
this lamp, and yet they buy the
lamp for light.

Educating Clients on Investments

And certainly there are not
many people who know much
about investments. A person can
be very smart in his own field,
but when he gets out of that field
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and into some other eactivity in
life, he is lost.
When people get out of their

cwn fields and come into your

field, it is up to you to take care
of them, to educate them, and to
guide them, as far as your invest¬
ments are concerned. So, do not
take too much for granted, on the
part of any new customer, or of
any present customer. Some of
them may think they are smart
because they made a couple of
good buys, but you have to help
them and let them know that

you know a lot more about in¬
vestments than they do, and that
they will do well to rely upon

you. .•

Here is another point, quite im¬
portant in selling—the other noon
I drifted into a music store, up¬
town.. I.'was looking over the
records. They had hundreds of
records, all kinds of records,, all
over the store. I didn't know just
what I wanted. / v:,W
The salesman, a young'fellow,

came up and said, "Did you have
any particular record in mind?".
I said, "No, I don't." He sort of
looked at me and said, "I have
something I think you would like.
Have you heard Sibelius',. First
Symphony, done by Radio Sym¬
phony, of Stockholm, a Capital-
Telefunken record, just in? It's
beautiful!" He said, "Let me get
it for you." J. , . » -
He went over and found the

record, and I own it. Out of all
those records there, I bought
Sibelius' First Symphony. I'm
glad I have it. It is a ver.y good
long-playing recording, and my
wife likes it. That salesman cer¬

tainly narrowed my choice down
—but abruptly—and I bought it.
You have seen those cartoons

and funny pictures of the counters
in a store littered with many bolts
of cloth, all over the place, where
the salesman has been showing
them to a woman shopper, and
she is leaving the store because
she couldn't decide, among those
hundreds of samples, which she
liked.^;^^C;v
There is a good reason why she

couldn't. It's because the sales¬
man wasn't smart. If you allow
anyone too much choice, out of
their own field, they can't make
up their mind about it.
There is a particular dress

store« on Fifth AVenue that my
wife "drags me into, occasionally;
a very large room with women
all over the place. Lots of dresses
are on the counters and stands
and hangers, and there is too
much going on, there, too many

dresses, too many things around
there. I just sit there and watch,
and I see one woman after an¬

other leave that place without
buying a dress. : ' k :

On the other hand, down in
Washington, D. C., where my wife
buys quite a few of her clothes,
I go with her in a store there,
sometimes, partly to see what is
going on in selling, and when you
enter there you are shown into a
small room, with perhaps one
other person making purchases in
that room.

There is no dress, anywhere. It
is very quiet. You sit there com¬

fortably and a sales lady will
bring in "A" dress—singular.
There is nothing else to see, any¬
where. ; You just look at that
dress, and she talks about that
dress., ' L 2

, There you have a; chance to
make your mind up, as to whether
you like this dress or not. You
don't have to compare it with a

lot of other things. (Your atten¬
tion is not diffused so much that

you can't concentrate it on one

thing. When we , go into that
place, we come out owning new
dresses. '■ V \

Keep Your Offering List Small!

Now, a person comes in to you,
wanting to buy some securities,
doesn't know what securities—

well, pin him down. You have to
do it. How many stocks are on
the big board, 1,300? This man

doesn't know what to buy, and
may be confused, just like the
situation where there are too

many dresses about.
Once you have a person inter¬

ested, you must immediately start
narrowing down the choice for

him, in tnat selection, otherwise,
like the woman with all the bolts
of cloth, your customer will be
out the door.

So, do their thinking for them,
as far as their particular commit¬
ments are concerned, and you will
find your selling is a lot easier.
Here is a pamphlet, "Merchan¬

dizing Securities," put out by the
IBA of America. I was reading
this the other night, and one of
the speakers at tnis meeting has
this to say:

"A receptionist in an office is
used to taking instructions that
executives and other people give
her—to get this number, or call
this man, or do such and such."

Then, this speaker goes on to
this conclusion, that a salesman
should speak to this receptionist
with courtesy and consideration,
but like one of her superior asso¬

ciates, he should tell her what
tO dO., < . -

"Will you be good enough to
tell Mr. Smith that Mr. Davis is
here to see him?" and then turn

away. - • .■ ■ ,

Now, that is the recommenda¬
tion in this book. I don't like to

take exception to such an author¬
itative piece of literature, but I
don't think that is a very good
approach to a receptionist. I
would never try it, myself. It
might work on the girl, but the
girl calls in and she says to
Smith's secretary, "Mr. Davis is
here to see you"—period.
What question is she going to

get? "Who is Mr. Davis?" nat¬
urally! You aren't going to let
somebody walk in, or your sec¬

retary is not going to let some¬
body walk in, merely by pre¬

senting the name. The full in¬
formation has to go in, somehow.

They ask the question and it is
going to come right back to the
receptionist, "Who is Mr. Davis?"
and the receptionist is going to be
a little bit nettled about the whole

thing, and she »is going to turn
and ask you who you are. You
are going to have to tell her, any
how, so why not tell her in the
first place? :"

This business of treating the re¬

ceptionist as a superior would is
also a wrong attitude for people
in the investment business to

adopt, because that doesn't make
friends, and you don't get into the
office of the boss that way.

"Cold Turkey" Selling

One of the / gentlemen here
wanted to know a little bit about
"cold turkey" selling. That is when
you walk in, off the sidewalk, to
see a person whom you have never
met before. You don't know him,
and you have not telephoned him.
Here in New York City, "cold

turkey" selling works very well.
It is difficult to get in to see ex¬

ecutives in this city. They are

very busy. It seems to me that
Manhattan is just a place to main¬
tain a desk to come back to and
start away from again, sometimes,
because a lot of executives are

traveling out of the city continu¬
ally and therefore when they are

present they are very busy and
want to conserve their time.

If you call up on the telephone
you can get killed very quickly,
and salesmen do get killed that
way. But there seems to be an
unwritten code here, among a
great many companies, and indi¬
vidual executives, that if a person
takes the time to come over in

person and asks to see someone,

they are not as readily turned
away.

I have found that out from a

great deal of experience here in
this city, myself. You can often

get to see a man if you go over,

personally, and ask for him. If
you can not see him at that time
you can then make an appoint¬
ment to see him later on.

But don't be afraid of "cold tur¬

key" selling. Now, when you ap¬
proach the receptionist, or the tel¬
ephone girl, introduce yourself and
give your company's name, and
ask to see the person whom you
came to see.

"I dropped in, this morning, to
see Mr. Brown, if I could. Or, if
he is busy, may I make an ap¬

pointment to see him within the
next few days?",.

Now, you are friendly to this
girl. The first thing you have said
to her was a very polite "Good
Morning," or something that
breaks the ice a little bit, just a
few words in a friendly gesture.

Remember, we talked for a long
time about attitude. That's where

it counts. Just have a smile and

say something to let them know
that you are a good egg and that
you have come on a friendly mis¬
sion. You've got to break that
girl down a little bit, to make her
work for you, and she is not going
to do a thing for you if you go in
with an imperious tone that the
fellow talks about in the book I
mentioned.

This girl calls in, to the inner
office. Often, you will find that
you will just walk right in, pretty
soon afterward, to see your pros¬

pect. If you do, of course, you've
got your first step taken care of
Sometimes, the person's secretary
will come out to see you.

When that girl comes out, you
have to do a selling job, right
there. Again, tell her your name.
You have a nice clean card. Give
it to her, because sometimes it
isn't easy to get a name just from
the pronunciation of it, so she can
see the name and the company

you represent. -t:/

Say that you have dropped in
there to have an interview with
Mr. Brown, if you could. Then
she is going to say, "Well, what
do you want to see Mr. Brown
about?" You'll get that question,
often, and you have to tell her,
no use trying to get away from it.
Tell her that you are there to

discuss investments with Mr.

Brown, but don't say too much to
her. Just tell her you are there
to discuss investments, or that you
would like to talk over securities.
That's enough. She will go back
in again.
There are not too many people,

believe it or not, being called on

personally, for the sale of securi¬
ties. You've got a pretty good
chance of getting in. There is
something about the market that
is fascinating. I think that invest¬
ment salesmen can get in to see

people a lot faster than a lot of
product salesmen can, and as I
said before, there are thousands
of people with enough purchasing
power to buy securities that have
never been called on by an in¬
vestment salesman in this city,
who would, in a way, feel flat¬
tered to have a person come in
and ask to see them.

Then, when you get into Mr.
Brown's office, it is just as if you
had had an appointment, outside
of the first few words. Again, you
will introduce yourself, tell him
that you certainly appreciate be¬
ing given this opportunity to talk
to him for a few minutes, and
that you do have something that
he might be quite interested in.

Always thank him, just for giv¬
ing you the interview, because
he didn't have to do it. There,

again, that lets him appreciate the
fact that you know you came in
"cold." and you appreciate getting
in. After that, you just go right
on with your sales story as if you
had had an appointment.

The only difference in "cold
turkey" is in the introduction and
the approach. Otherwise, it is just
the same. Of course, you don't
have anything prepared ahead of

I time, but your sales story is just

about the same, except a little
more inclusive, perhaps. ' ■

Conversation—Important Selling
Tool

~

Twanted to bring to your atten¬
tion the subject of conversation.
Conversation is your most impor¬
tant selling tool. That is what you
work with — what you say. A
plumber works with certain tools
to get his job done. A carpenter
works with a saw and a plane, and
if you have ever watched a good
carpenter work you will know
that they have a great deal of skill
with the various tools that they
use.

^ ■ ■. . "
It just seems logical that if the

most important tool a salesman
uses is conversation, * that he
should develop some skill in using
it. If you don't, you limit your

stature, as a salesman. " On per¬
sonal calls and over the telephone,
what you do is talk, and if you
do not know how to talk, then you
cannot sell. - •

Language is used primarily for
two things, to convey information,
and to elicit certain responses
from the people you address. That
is just what a salesman does. He
gives certain information on what
he sells, and he tries to get the
person to buy it. If you do not
know how to use language, you
are not going to sell. \
Just another point about con¬

versation: You must control it. If

you don't control the conversa¬

tion, you don't control the inter¬
view. If you lose control of the
conversation, you lose control of
the interview and find yourself
out of the door pretty soon.
Another thing to watch is the

continuity. It is your responsi¬
bility to guide that conversation
in the direction that you want it
to take. If it doesn't go the way

you want it to go, you have loss
control, and you have lost the
continuity. That is your own

responsibility,
Immediately, try to find out

what amount of common experi¬
ence there is, in investments, be¬
tween you and your customer, and
always find out what community
of language exists between you
and your customer. Does he know
what you are going to talk about,
when you use technical terms? •
Does he know what a . stock < is/
even? Does he know what a mu¬

tual fund is? You bat those terms

around all the time, but he may
not know and you have to be
careful in developing new busi¬
ness that you talk way, way down,
so he can understand you.

You speak with your voice, with
your facial expression, with your

general animation, and with your

gestures. You use these four
things, in communication. Now,
for goodness sake, have them all
agree. If they don't agree, you're
out 6f luck.

To maintain a painful expres¬
sion while saying, "Oh, I'm hav¬
ing a > wonderful time," that
doesn't work, but if you say, "Oil,
I'm having a wonderful time," and
show it, with facial expression
and gestures and attitude, all co¬
ordinating appropriately, that will
produce the result you want.
If you say, "I'm very enthusi¬

astic about this stock," but your
facial expression and entire man¬
ner indicates the reverse of en*

thusiasm, you lose the point you
are trying to make. When you
make an enthusiastic statement,
animate it and speak out clearly.

Also, watch your enunciation.
You do a lot of work over the
telephone. Enunciate your words
correctly so that you are under¬
stood clearly. Have you ever met
a new personality and the first
thing that impresses you about
him is his ability to speak very
well? Occasionally, we m e e t
people who have either studied
voice or who know something
about enunciation, and they are

very careful about those things so
that it is a pleasure to listen to
them.

1. 1 If you can develop your speak¬

ing ability that is just one more
added asset in your column. Too
many speakers place most of their
emphasis upon the consonants'.
Use your vowels. Open your
mouth up a little bit, and don't
just mumble between your teeth
and your lips.
The tone of your voice is most

important. Is your voice shrill, or
harsh, or is it pleasant and
smooth, and nice to hear?

And your inflection •— don't
1alk' constantly in the same tone
all the time in a monotonous
fashion that induces drowsiness in
your listeners. Go up and down.
Use four or five different levels
of pitch, to keep your listener in¬
terested in you.

Your gestures, your vivacity of
expression, your forcefulness —;
you have. to possess a certain
amount of conviction while youh
talk, in order to put this real sell¬
ing program over—all those things
are most important.
A few other points on conversa¬

tion — your sincerity, the clarity
of your thought, the selection ,of
your words, those things can
count for you. ;f

Also, do you talk too fast, or dn
you talk too slow? Do you know?
Did you ever ask anyone? ,, Are;
there times when you should talk
faster, or slower? Do you ever
think of changing your pace while
talking, either over the telephone
or in person? 1

. - ' •

The length of your whole
solicitation, we have talked about
that already, but it is important.
Choice of topics —sometime just
ask yourself, "What am I talking
about? »Is it what I should be'
talking about? Is it right for this
time?".

Two other things: the first is to
relax when you are talking with
your customers. Don't be taut and

tight and tense, or be nervous and
busily tapping your finger on the
desk because that makes the

prospect fidgety and may make
him nervous too, and anxious <ta
put an end to the interview.
That is one of the first things to

remember when you enter some¬
one's office, that you should not
be all tense and afraid. You will
find that when you, are^-relaxed
&nd taking things easier your con¬
versation will be better,.and you
will get along better in general.
One other thing to consider is

your general poise, the way you
carry yourself, and your general
manner of delivery.
These are things that a sales¬

man must give some thought to,
and must develop and improve. •

J. Earth & Go. to

Grunigen, Kimball
SAN FRANCISCO, CALIF.-

Barth & Co., 482 California Street,
members of the New York and
San Francisco Stock Exchanges,
will admit Arnold Grunigen, Jr.,
and Vernon E. Kimball to part¬
nership on Dec. 1. Mr. Kimball
has been with the firm for some

time in the municipal department.
Mr. Grunigen was formerly with
Weeden & Co.

J. Henry Schroder Promotes
J. Henry Schroder Banking

Corp. and Schroder Trust Co. an¬
nounced the promotion of Joseph
J. Granahan and Karl H. Lehmann,
heretofore Assistant Secretary
and Assistant Treasurer, respec¬

tively, to Assistant Vice-Presi¬
dents.

The institutions also announced,

the election of William D. Brown,

Henry F. Mende and John S.
Nichols as Assistant Treasurers

and the election of Robert Sieger

and Philip H. Stroh as Assistant
Secretaries. Horatio N. Young has
been elected Auditor of both in-*

stitutions.

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



30 (1994) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, November 17, 1949

Mutual Funds on Buying Side, but With Decreased Enthusiasm
(Continued from first page)

larity, although in this group,
too, enthusiasm was less marked
than in the previous period. The
building construction and equip¬
ment companies, however, re¬
ceived even more support than
during the second quarter, with
the cement equities continuing in
particularly pronounced favor.
The nonferrous metals and mer¬

chandising groups, each account¬
ing for slightly more than 5% of
the total volume of purchases,
likewise maintained their status

among the buyers. Interest was

pronounced in tobaccos and foods,
reflecting a trend toward the more

stable consumer lines, wh'ch was
also noticeable during the pre¬
vious quarters. Such individual

issues, with recent excellent

earnings statements and hand¬

some dividend declarations, as

General Motors and Westinghouse,
were well bought.
No concentrated selling was no¬

ticeable in any particular indus¬
trial group. Sales about matched
purchases in the chemical, drug
and steel stocks, and in no in¬
stance did liquidating transactions
overshadow the buying. In the
latter industry there were a few
large sales of United States Steel
and in the oil group there was a
fair amount of liquidation in
Standard Oil of New Jersey.

Cash Reserves Increased *■

In spite of the preponderance of
purchases, the investment com¬
panies increased their total re¬

serves of net cash and govern¬
ments by over $18 million. Group¬
ing the companies by type, the
increase occurred for the most

part among the open-end funds.
Part of this increase resulted from

the record-breaking sales of the
trusts' own participations to. the
public. For example, one -small
fund, Axe-Houghtbn "B," doubled
its size to over $4^ million during
the 3-month period. But a greater
portion of tnis increase in re¬

serves than during the previous
quarter can also be attributed to
sales on balance of the trusts'
own portfolio securities. Out of
the 62 companies covered in this
survey only 33, a little over half,
bought on balance and half of
these committed themselves in
very light volume.-.k The major
part of the increase in reserves

among the balanced open - end
funds was contributed by two
funds, Investors Mutual and Wel¬
lington Fund. Additions among
the stock funds were more gener¬
ally distributed. This increase in
cash reserves enabled the funds to
continue their defensive positions

in almost the same amount perr
centagewise as at the end of the
previous quarter despite- a *10%
rise in the stock market averages,
as measured by Standard & Poor's
Composite Index of 90 Stocks.
This is illustrated by comparison
of the average percentage of total
net assets in the equity sections
for the ends of June and Sep¬
tember;"'.;, /YY??,? Y;; 77 ■_'

"• • — •■'.V.;1'. • June - Sept.
Open-end balanced funds.;. • 65.8 v- 66.0
Open-ead Kt-c!c funds....;...' 84.2 83.4
Closed-end companies—...". 79.7 £1.6

The June figure for open-end
stock funds differs from that
given in a similar table in the
previous second-quarter's survey
due to the fact that the Loomis-
Sayles funds were excluded at
that time. - It is interesting to ob¬
serve that both these trusts have

only 55% of assets invested in the
equity sections of their portfolios,

Balance Between Cash and Investments of 61 Investment Companies
End of Quarterly Periods June and September, 1949

Open-End Balanced Funds:

American Business Shares

Axe-Houghton Fund
Axe-Houghton "B" ___

Boston Fund

Commonwealth Investment __

I Eaton & Howard Balanced

Fully Administered Shares
General Investors Trust

•

Investors Mutual
Johnston Mutual Fund,
§Mutual Fund of Boston.
National Securities-Income
Nation Wide Securities..
Nesbett Fund

__

George Putnam Fund ...

Scudder Stevens & Clark.—,
Shareholders Trust of Boston.

Wellington Funa ; 1
Whitehall Fund ......

Wisconsin Investment ....

Open-End Stock Funds:

Affiliated Fund

Bowling Green Fund f

Broad Street Investing
Bullock Fund —

Delaware Fund
Dividend Shares '

Eaton & Howard Stock

Fidelity Fund
First Mutual Trust Fund
Fundamental Investors
General Capital Corp
Incorporated Investors

• Institutional Shares—Stk. & Bd. Gr.__
Investment Co. of America... ...

Investors Management Fund.....^... •

Knickerbocker Fund -

Loomis-Sayles Mutual Fund
Loomis-Sayles Second Fund.
Massachusetts Investors Trust
Massachusetts Investors 2nd Fund
Mutual Investment Fund

...

.. National Investors .... ____?
New England Fund...
Republic Investors
Selected American Shares

Sovereign Investors ____

State Street Investment Corp
Wall Street Investing Corp

Closed-End Companies:

Adams Express
American European Securities________
American International ? _

Blue Ridge Corp
Capital Administration

- General American Investors.
• ' General Public Service_____

Lehman Corporation
*

National Shares Corp
~

Selected Industries
- Tri-Continental Corp.
$U. S. & Foreign Securities
U. S. & International Securities

Net Cash & Gov'ts
Thous. of Dollars

Erul of———

Net Cash & Gov'ts
Per Cent

— End of —

Invest. Bonds &
Preferred Stocks

Per Cent*

End of—

Com. Stks. Plus Lower
Grade Bonds & Pfds.

Per Cent
-End of-June Sept. June Sept. June Sept., / •: June Sept.

5,176 3,262 > 16.6 9.7 14.5 17.2 68.9 •

73.1
697 523 9.5 6.2 7.3 H;.V. 6.8

"

83.2 : 87.0
309 789 13.5 17.0 16.0'**' 14.1 70.5 68.9

5,761 5,897 15.3 13.9 24.6 22.7 60.1 63.4
572 794 9.0 9.1 26.4 25.9 64.6 65.0

4,240 ■ 3,863 10.4 8.41 27.6 26.5 ? 62.0 ; 65.1
577 969 15.5 23.5' 20.1 16.9 64.4 59.6
304 298 18.4 15.8 5.4 5.0 76.2 79.2

4,019 15,205 3.6 9.7 30.9 27.5 65.5 : 62.8
104 109

v

24.7 23.7 11.0 10.1 64.3 66.2
340 285 25.4 19.4 29.0 32.0 45.6 48.6
411 560 3.4 ??■ : v 4.i 17.1 15.2. 79.5 80.7
310 994 2.7 7.8 29.7 34.7 67.6 57.5
88 73 21.4 16.7

"

20.6 25.3 ; 58.0 58.0
3,432 3,416 11.9 10.6 20.2 20.9 67.9 68.5
3,608 t ,14.2 f 25.5 60.3 ■

77 572 375 12.3 7.5' 30.2 29.1 57.5 63.4
9,581 /• 14,147 12.6 i 15.9 -7;7: 22.6 21.9 64.8 '? - 62.2

19 25 2.3 2.7 43.9 41.1 7 53.8 56.2
307 337 18.1 17.9 Y-'V 7.0 7.2 74.9 74.9

3,600 2,132 ; 4.1
, ' 2.0 None • None 95.9 ?7 98.0

59 7 79 11.5 13.8 ; 1.9 3.7 86.6 82.5
737 612 8.0

'

5.8 6.8 6.2* 85.2 7 88.0
311 h 635 5.4 Y ' 9.6- i None None 94.6 i 90.4
y 31 297 1.6 10.8 8.7 10.0 v 89.7 79.2
4,546 "6,756 7.5 9.8 0.9 None V, 91.6 > 90.2
256 • 298 11.7 11.6 2.8 ; ?7:y 1.3 it Y? 85.5 Y 87.1

2,414 1,575 11.3 ./ 6.0 1 ?Y77 0.5 Y 0.3 88.2 ■ 93.7
128 70 4.3 7 2.1 20.9 23.6 ,7,7: 74.8 7 74.33,407 " 3,006 9.8 6.9 1.3 1.9

'

■ • 88.9 91.2
.. 459 688 5.6 7.7 None None 94.4 92.3
3,747 3,947 6.6 6.0 None None 93.4 • 94.0
121 183 -3.1 8.5 None None 93.9

'

91.5
1,266 ' M 1,379 24.9 ■ 23.6 ' None None 75.1 76.4
685 i 406 8.2 4.4 ;.?'Y 1.3 2.4 r.V 90.5 93.2
206 484 2.6 5.2 None • None '• 97.4 94.8

2,157 2,323 42.5 41.5 3.5 3.5 54.0 - 55.0
3,403 - 3,680 41.0 40.5 4.5 4.0 54.5, 55.0
9,495 10,363 4.4 4.2 None None 95.6 95.8
528 810. 3.5 4.7 None None 96.5 95.3

- 57 '"Y 75 9.6 11.6 18.7 22.3 71.7 66.1
640 570 4.3 3.4 None- Y None 95.7 * 96.6
493 461 20.1 16.6 4.0 3.9 75.9 79.5
100 292 6.8 16.4 5.2 2.4 88.0 81.2

2,936 3,597 21.8 24.4 ■'7 1.4 1.5 76.8 74.1
22

'

45 6.1 11.6 22.9 21.7 71.0 7 66.7
13,672 15,694 22.1 22.4" None None 77.9 ,7 77.3

312 312 26.9 24.5 None' None 73.1 75.5

4,518 4,926 12.8 12.8 6.2 5.3 . 81.0 81.9
1,713 Y 1,629 21.2 18.0 16.3 7 15.7 62.5 * 66.3
2,004 2,123 * 11.7 11.8 4.4 .7.0 83.9 81.2
6,064 , *5,996 20.8 18.3

'

0.9 0.9 78.3 '? 80.8
648 ?558 9.4 7.4 10.7 10.0 - 79.9 82.6

6,496 6,646 19.1 - 17.5 :;r-3.7 3.4 ' '11.2
'

79.1
406 323 10.0 7.1 None 1 None? Y 90.0 92.9

14,927 13,482 Y 17.7 •
"

14.2
* *

3.5 -2.9 : - 78.8 82.9
2,304 2,191 v : 25.6 22.1 5.3 ?

. 4.7 69.1 .7
.

73.2
2,682 2,151 6.5 4.8 13.9 r ?

. 12.4 '79.6 82.8
3,884 3,340 6.3' '

Y" 4.9 13.1 ; 12.1 ; : 80.6 • '
* '

83.0
532 1,924 1.7 5.4 None ;v. None ? - 98.3 ?■■:

'

94.6
8,044 7,974 1 23.0 20.6 None . •; None /* -

77.0? 79.4

, '* Investment bonds and preferred stocks: Moody's Aaa through Ba forbonds; Fitch's AAA through BB and approximate equivalents for preferred6.?»• interim reports issued to stockholders on this date. {Portfolio exclusiveof securities in subsidiary or associated companies. §Name changed fromRussell Berg Fund.

& If M M A R Y

Change in Cash Positions of 62 Investment Companies

'I'.- ■

Open-End Companies: Plus ..* Minus
Balanced Funds

. 10 5
Stock Funds 19 8

Closed-End Companies....... 4 7 *

Totals—All Companies • 33 20

Unchanged,
5

1

; 3>

Totals

20

28

14

62

which v represents 'little change
from the semi-annual figure.

-■
•

V*1", 1- ' " ' *
. ' ♦

Portfolio Acquisitions - *

New additions to portfolios
whicn are of interest because of
them unfamiliarity to tile general
investor include Dwight Manufac-r
turing, a textile company, added
to the holdings of both the Axe-
Houghton funds, and Goebel
Brewing, purchased by General
Investors Trust. The Wisconsin
Investment Company made a new
commitment in Compo Shoe Maf

chinery Corp., while the George
Putnam Fund introduced its in¬
vestors to Bangor Hydro-Electric
and International Cellucotton
Products. A portfolio transaction
of particular interest is the ex¬

cursion into the steel industry by
the Lehman Corporation for the
first time since the early part of
1948. * The trust purchased 12,000
shares of Bethlehem" and 2,500 of
Youngstown.
'

-Interest in Gold Shares ?Y7

The continued interest of cer¬

tain funds in the gold mining
shares is of particular concern at
this time.r The Wisconsin Invest¬
ment Co. had 10^% of it3 assets

invested in these companies on
June 30, which amount had sub¬
sequently been cut down to 7.7%.
The comments of its Secretary-
Treasurer, Fernand Paternotte,
are thus very pertinent:
"The attitude of our investment

committee toward gold shares has
for the last two years or so been
that they were not only good
hedges against deflationary
tendencies, if that occurred, but
also suitable speculative media in
view of what appeared to be a

certainty of devaluations of nu¬

merous currencies in spite of
repeated denials by officials of
the countries involved. While we

have taken some profit sni sold
approximately one-third of our
gold stocks, we are still cf the
opinion that a substantial position
in them should be kept as the
possibility of an eventual devalu¬
ation of our own currency will
grow as time goes on in view of
the New Deal's ideology of expand
sion in the economy of the nation
through budegtary def'cits. On
the other hand, if such a thing
should not happen and we should
run into a depression, we cannot
imagine a better hedge than gold
mining stocks against such an
eventuality." ' YY '7-
Now-that the devaluation step

has been taken, appraisal of its-
affect on investments-' remains

uncertain. A good summary of
one body of opinion is presented
to this author by Walter Morgan
of the Wellington Fund:

"Although there may be some-
short-term dislocations, I believe
the effect will be minor because

imports only amounted to 3% of
national income in 1948 and there
has been some tendency for for¬
eign countries to increase prices,
offsetting the effect of devalua¬
tion. However, on long-term bal¬
ance, the effect should be good,
because countries devaluing can
buy more from us if they sell
more in dollar volume, regardless,
how slight. This could help off¬
set the decline in our exports
which resulted from the previous
shortage of dollars.."

Although there has been no rush,
to buy equities by , investment,
managers and, aside from oils and
metals, those that have, been
bought are not of the type gener^;

ally thought:, of as protection
against inflationary trends, the;
feeling among many trust peonle
is that continued budgetary defi¬
cits must lead in that direction and'
this, has been .an important Teason
for the stock market's present
strength; As D. Moreau^-Ban*
ringer states in the • Delaware
Fundi? "Directors' Letter" of Oc¬
tober 7:
arc *.u i
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.party of, Congress Jo balance, the
^budget * e'v ef-flV.-wfti'le1 60*000",00(1
people are employed and tax re¬
ceipts are high, there is less
likely to" be any if things get less
favorable.- The inflationary ef¬
fect of this attitude may well be
■the chief support and stimulus of
•the present market."
- An exceedingly interesting over¬
all summary of the present picture,
as it concerns ,the, managers of

^ investment companies,. , is pre-
"-•sented by : Edmund Brown,- Jr.,
;President of Fundamental Invest-

; iprs, in ■\ the quarterly report to
shareholders dated Oct. 14:

; • ". . . . Employment and per¬
sonal ■ incomes while declining
.have been well sustained. On the
.other hand, business still has to
reckon with serious labor disputes
and the possible effects of devalu¬
ations as regards international
trade and domestic prices. Also,

• there is the obvious possibility
that further adjustments will take
.place in important industries such
las automobiles and steel. The
• situation is not without its risks,
.'but certain things, seem: to be
•clear. .(1) The government au-i

jthorities have indicated .a policy
. * of easy money , under present
;business conditions. (2) The de-
• liberate pouring out of Federal
:funds in excess of tax receipts
'adds to purchasing power. (3)
.Forced liquidation of commodities,
real estate or of securities is not

• imminent.;. . ." * '' V" 'r-

v Utility Holding Company
Distributions

:;'V There were several distributions

resulting' from dissolution pro¬
grams of utility holding company

systems in addition to the large
• volume of outright commitments
■.made by the investment compa-
• nies. A dozen or more trusts

'acquired shares of Middle South
Utilities and United Gas in ex¬

change for their holdings of Elec¬
tric Power and Light common.

-The same stocks had been dis¬

tributed to holders of the pre¬
ferred issues during the previous
quarter. s Five funds received
shares of Southern Co. and three
Ohio Edison for Commonwealth
and Southern common and several
more were allotted equity inter¬
ests Jn Consumers Power and
Central Illinois Light Co. in ex¬

change for the preferred issue.
'Some of these certificates had not

yet been distributed at the close
:of the quarter. North American
declared a partial liquidating divi¬
dend in shares of Kansas Power
♦and-Light which was distributed
to 14 investment companies. Sev-

; eral other trusts acquired utility
issues through the exercise of
rights. Three funds purchased
shares of Dayton Po^ver and Light
in this " manner and two " more

added Pennsylvania Power, and
•Light also largely through rights.
Rochester Gas and Electric rights
were " issued by General Public
•Utilities to five investment trusts.
Shares in Utah Power and Light
were similarly acquired.

• ; Most Popular Utilities

.- General Public Utilities was the
most popular issue among this
group to be bought without the

> (Continued on page 32)

Changes in Common Stock Holdings of 45 Investment Management Groups
f (June 29-September 30, 1949)

Transactions in whicti buyers exceed sellers—or sellers exceed buyers—by two or more management groups,
sold are in italics. Numerals im parentheses indicate number of managements making entirely new purchases of an
eliminating the stock 4r0i»4heir portfolios. : ;

< :;V v . ' . rSold-

:
footnotes to adjoining

' *

-;y " table
1 1,532% shares declared as stock divi¬

dend of 33 vj%.
'• 2 Partial liquidating dividend on North
American.

• 3 Purchased through rights issued by
General Public Utilities. •

. 4 8,878 shares acquired as 10% stock
dividend. ' ;* - '■ ■

5 Liquidating dividend on Common¬
wealth and Southern preferred and com

mon issues. \

... 6 Purchased in part through rights.
7 Greater percentage of these additions

received as liquidating dividends on Elec¬
tric Power and Light common.

NOTE—This survey covers 62 invest¬
ment companies, but purchases or sales
of trusts sponsored by one management
group are treated as a unit. For example,
the several trusts sponsored by J. & W
Seligman are considered as having the

. weight, of one manager. Overseas Se¬
curities is included in addition to the
companies listed in the companion table.

—Bought— '■ •• ■

No. of No. of - '• , 1 .

Trusts< Shares - ''.'tit ^ . '/> v

Agricultural Equipment: c , ,

3(1) 13,800 Deere and Co.**_—
>4 ;. 8,800 International Harvester
1 10,100 Caterpillar Tractor--

•

Auto & Auto Parts: • ■ v''.

4(1) J
3(1)
3(2)
6(1)
2(1)
None

12,000
11,200
11,800
12,500
7,700
None

Borg Warner______—
Doehler-Jarvis Corp.—___
Electric Auto-Lite—__________
General Motors-——_

Smith (A. O.)—— —

Thompson Products_———
Aviation:

3(2)
3

3

3(1)

23,000
8,000
1,000
3,500

American Air Lines.
Bendix Aviation

Beverages:
2(1) * 800
None None

Eastern Air

Coca Cola—
Canada Dry--——

Building Construction & Equipment:
3(1)
2: .V.:
3: -

7(3)
2

3(2)
5(1)
4(2)
3(2)
2(1)
3

None

111

59,900
5,000
19,800
29,000
7,380
7,200
1,500
2,800
8,500
!. 500

4,700
None

, 2,000

American Radiator

Certain-Teed Corp. ——_____

Crane Co, — ——___

General Portland Cement—
Glidden Company

Lone Star Cement
Otis Elevator-—— —.

Pennsylvania Dixie Cement

United States Plywood —

Eagle Picher Company—.

No. of No. of

Shares Trusts

- 600 KD
3,800 1

«

1,100 3

6,200 1(1)
None None

None None

3,200 3

None None

5,100 2(1)

800 1

1,000 1

None None

None None

None None

25,300 3(2)

. 2,300 .
1

None . None

None None

None None

None None

1,000 1(1)
- 900 2(1)

500 KD
None None

None None

None None

7,500 2(1)
10,400 3(1)

Chemicals:

3(1)
3 •:>

3

3(2)
3 :<:(
None

3

8,275
2,800
13,900
6,800
6,600
None

6,500
Containers &

8(1) 14,000
1 300

Dow Chemical 500
Eastman Kodak - None

Koppers Company — 1,000
Mathieson Chemical Corp.—— 2,200
DuPont 13,900
Pfizer (Charles) Co 2,800
UniofTCarbide & Carbon 22,400
Glass:
Continental Can 200

Corning Glass —— 13,500
Drug Products:

Colgate-Palmolive-Peet _______ 2,200
Parke Davis & Company None
American Home Products 22,500
Bristol-Myers 8,500
Merck and Company 11,100

3 16,400
2(1) 3,500
2 3,800
None None

None None

Electrical Equipment: ,

6(1) 5,400 General Electric ___ 36,900
3 8,300 Sylvania Electric Products None
7 57,100 ~ Westinghouse Electric — 9,200
2 1,200 Philco Corp. 17,800
Financial, Banking & Insurance:

3,500 Bankers Trust Co., N. Y.__ None
14,300 C.I.T. Financial— 14,000
1,500 Guaranty Trust, N. Y.i None
4,432% Hartford Fire Insurance 1 2,500
7,700 Home Insurance — None
2,500 Standard Accident Insurance None
4,600 Associates Investment Co 9,300
None Chicago Corp. 13,700

2 ;

5(1)
2

4(1)
2(1)
2

1

None

Food Products:
3 21,430 National Biscuit " None
7(2) 12,400 National Dairy Products... 6,000
2 ; 3,700 Stokely-Van Camp — None
2(1) 2,400 United Fruit None
1(1) 1,000 Corn Products Refining; 6,700
Machinery and Industrial Equipment:
4(2) 2,500 Allis Chalmers—— 2,000
4(2) 15,035 Food Mach'y & Ghemical Corp. 4,005
2(1) 600 National Acme - None
2 700 Sundstrand Machine Tool None
None .None Babcock and Wilcox 5,200
None None Dresser Industries 15,000
'

Metals and Mining:
5 ; 11,800 Aluminum Co. of America.—__ 3,000

•

2 1,000 Aluminium, Ltd.—— None
5(1) 9,000 American Smelting & Refining—10,400
3(1) 27,600 Dome Mines — 200
6 * 38,600 International Nickel 3,900
5(1) 8,200 Kennecott Copper 14,400
4(1) 16,300 Phelps Dodge — 29,300
16(16) 80,840 West Kentucky Coal 2__ 1,500
1 ; 2,000 Homestake Mining 6,500
Office Equipment:

2 2,500 Burroughs Adding Machine—__ None
2 3,750 International Business Mach None
Paper and Printing:
2(2) 8,000 Champion Paper and Fibre-— None
9(4) 27,900 International Paper — — 1,600
Petroleum and Natural Gas:

4(1)
2

4(3)
2(1)
3

4(1)

10,600
16,000
56,624
16,300
1,460

19,700

Cities Service 700

El Paso Natural Gas—— None
Louisiana Land & Exploration— 2,000
Mississippi River Fuel Corp None
Northern Natural Gas——— 1,000
Ohio Oil —— 2,000

1

None

1(1)
1(1)
6(2)
2-

6(4)

1(1)
3<2)

1

None

4(3)
2

3(1)

4(2)
None

4(1)
4(3)

None

3(1)
None

KD
None

None

3(1)
2

None

1(1)
None

None

4(3)

1(1)
2(1)
None

None

2(1)
3(1)

KD
None

1

1

2(1)
2

2(1)
1(1)
3(1)

None
None

None

1

2(1)
None
1

None
1

1

—Bought—
No. of No. of

Issues more heavily
issue or completely

Sold
No. of No. of

Trusts Shares Shares Trusts

Petroleum and Natural Gas—(Concluded):
4(2) 22,200 Pure Oil — None None

3(1) :■ 13,200 Republic Natural Gas—*—. . None ;■ None

3(3) 39,900 Richfield Oil — ——L None None

5(2); 14,100 Seaboard Oil (Del.); —.. 8,500 2

2(1) 1,200 Shell Union Oil—————. None None

12(1) 9,448 Skelly Oil4 ■ 340 2(1)
4 68,000 Socony Vacuum 100 1

3 2,200 Southern Natural Gas. 50 1

3 7,650 Standard Oil of California None None

10(1) 79,700 Standard Oil of Indiana— . None None
2 1,000 Standard Oil of Ohio.— None None

9(1) 43,130 Texas Company 200 1(1)
4 26,325 Gulf Oil 4,000 7(3)
None None Hugoton Production ■! . 8,400 2(2)
KD 13,300 Standard Oil of New Jersey.—.. 9,325 6(3)
Public Utilities:

2(1)
5(1)
2(1).
4(2)
3(3)
7(7)
3(1)
3

8(2)
2(1)
2(1)
7(3)
2(1)
4(3)
14(14)
14(1)
6(2)
2(1)
3(3)
2

3(2)
4(3)
3

5(5)
2(1)
5(5)
10(2)
3(1)
5

'

3

None

None

2(2)
4

None

'

800

14,420
1,100
10,600
4,320
25,020
33,997
47,000
30,900
3,100
5,250
44,100
2,200
10,965
199,675
45,376
59,000
13,000
22,100
6,628
1,900
54,000
8,500
27,000
1,200

98,800
162,161
21,337
72,813
1,800
None

None

4,500
17,700
None

American Gas and Electric— None
American Natural Gas——— 10,900
American Tel. & Tel.—. None

Brooklyn Union Gas 100
Central Illinois Light Co. w/d 5_\ None
Consumers Power w/d5—_i None

Dayton Power and Light6— None
Electric Bond and Share._— 2,300
Genera! Public Utilities. 22,000
General Telephone Corp None
Houston Light and Power.— None
Illinois Power Co.— —_ 7,600
Indianapolis Power and Light— None
Kansas Gas and Electric— — None
Kansas Power and Light2 4,000
Middle South Utilities 7—— 21,400
Niagara Hudson Power—— 11,000
Northern Indiana Public Service None
Ohio Edison w/d 5 —1__ None
Pennsylvania Power & Light6— None
Peoples Gas Light and Coke None
Philadelphia Electric6 None
Public Service Electric & Gas— 700
Rochester Gas & Electric3— None
Southern California Edison— None

Southern Co. w/d 5—— None
United Gas7 — - 80,350
Utah Power and Light6 . None
Virginia Electric & Power—. _ _ : 1,000
Cincinnati Gas & Electric—— 4,233
Cleveland Electric Illuminating- 20,400
Madison Gas and Electric ._ 3,500
North American ———. 15,600
United Light and Railways—— 65,300
Wisconsin Power and Light ... 17,000

Radio and Amusement:
2 47,200
4(2) 15,400,
2(1) 2,900
4(1) 11,100
Railroads:

4(1)
4(1)
2

3

None

21,400
8,800
1,300
2,300
None

Loew's - None
Paramount —__J'.. 7,5004
Technicolor — None
Twentieth Century-Fox ——— None1

Chicago, Rock Island & Pacific. 3,200
Great Northern preferred— 900
Illinois Central — None
Union Pacific ———_ None

Atlantic Coast Line — 4,100
Railroad Equipment:

2 8,000 General American Transportat'n
None None Pullman Co. —

Retail Trade:

3(1) 6,700 Allied Stores — -

3(1) 8,200 Federated Department Stores—
2 16,000 Grant (W. T.)—
2(1) 550 Great Atlantic & Pacific
2(1) 1,200 Melville Shoe Corp —

4(2) 23,900 Safeway Stores —

None None Green (H. L.) —

1 1J00 Woolworth ——— — —

Rubber and Tires;

4(1)

Steels:

3(1) 36,000
4(1) 12,500
None None
None None

Textiles:

5(1) 36,800
2 4,500 •

Tobaccos:

5(2) 5,000
2(1) 1,500
3 11,500
2 2,200
Miscellaneous:

3 31,200
1(1) 3,000

7,500 ' Goodrich —

Bethlehem Steel —————

Youngstown Steet & Tube———
Republic Steel -——————

United States Steel ;

Celanese Corporation
United Merchants and Mfrs.—

American Tobacco ——

Liggett and Myers————
Philip Morris ————

Reynolds Tobacco —————

None

25,900

None

None
None
None

None
200

2,600
4,300

200

22,000
None

4,600
72,200

Minnesota Mining and Mfg

S u M M A R Y

None

2(1)
None
1

None
None

None

1(1)
3(2)
None

None
2

None
None

2(1)
5(1)
2(2)
None

None
None

None

None

1(1)
None
None
None

5(2)
None

KD
5(5)
4(3)
2(1)
6(2)
7(4)
3(1)

;J

None

2(1)
None
None

2
1

None

•None

2

None

2(1)

None
None
None
None
None
1

2(2)
3(1)

1(1)
None

2-

3(1)

3,500 ;2(1)
None None

10,700 1

None None

10,000 KD
None None

25,000 6(2)
4JQ0 3(1)

Balance Purchases and Sales Portfolio
Companies

Open-End Companies; Bought
Balanced Funds —

Stock Funds..-
Closed-End Companies ___

Totals—All Companies-

Securities 62 Investment;

Sold Matched .Totals
15 3 2 20

11 7 10 28

7 3 4 14

33 13 16 62
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Mutual Funds on Buying Side;
But With Decreased Enthusiasm

(Continued from page 31)
stimulus of rights. Eight compa¬
nies purchased a totai of 30,900
shares, two of which were new

commitments; three : companies
sold. Illinois Power was also well
liked. It had been well bought in
the previous quarter and top

i favorite in the first period of the
year, although purchases had been
stimulated through rights at that
time. Seven funds acquired
44,100 shares, three of which had
not held the stock previously.
Sales were comparatively light.
Niagara Hudson's popularity in¬
creased as simplification plans
neared completion and six man¬

agers acquired a total of 59,000
shares. However, two companies
completely eliminated the issue
from their portfolios. Five trusts
<?ach acquired shares in American
.Natural Gas and Virginia Electric
Power, adding 14,400 shares of the
former and 72,800 of the latter.
Two others sold American Gas
and one company eliminated 1,000
shares of Virginia Power. Brook¬
lyn Union Gas was purchased by

: four funds as in the previous
quarter. Sales were negligible.
54,000 shares of Philadelphia
Electric were also added to four

portfolios, .three of which repre¬
sented new commitments. Opin¬
ion was divided on Central and
Southwest Corp., which had been
one of the favorite issues in this

4group during the first half of the
year. .,V
Rather heavy selling occurred

in United Light and Railways,
seven companies disposing of a

Total of 65,300 shares, three of
which completely eliminated the
issue from their portfolios. Off¬
setting this, in part, was the pur¬
chase of 17,700 shares by three
other trusts. Profit-taking oc¬

curred in North American, 15,600
shares of which were sold by six
funds. Two managements, how¬
ever made new commitments.
Five companies also lightened
holdings of Cincinnati Gas and
Electric while four more sold
Cleveland Electric Illuminating.
Three managers liquidated 17,000
shares of Wisconsin Power and

Fright.

Oil and Gas Moderately Favored

Although purchases of oil .-and
natural gas securities still 'ac¬
counted for a good proportion of
portfolio * additions,, they were

■~V 21% less than in the previous
quarter. Standard of Indiana was

best liked, 10 funds adding
79,700 shares. Nine companies
pur chased." a total of 43,100
-shares of Texas. Selling was con¬
fined to the elimination of 200
shares by one fund. Seaboard Oil
of Delaware was next in demand,
five companies acquiring 14,100
shares, two of which represented
new commitments. Two manage¬
ments sold. Louisiana Land and

Exploration was - added for the
first time to three portfolios and
increased in a fourth. 56,600
shares were bought; there was a
lone sale of a block of 2,000. Four
managements also each purchased
Ohio Oil and Socony Vacuum.
Another fund lightened holdings
■of both issues. Pure Oil, likewise,
was purchased as a new commit¬
ment by two trusts and increased
in the holdings of two others.
10,600 shares, of Cities Service
were bought while there were two
jnmall sales totaling 700. New
commitments were also made by
three managements in 39,900
shares of Richfield. Almost the
entire increase in Skelly holdings
resulted from a stock dividend.
In contrast to its popularity in

the previous quarter, Gulf was

C*< t eliminated from three portfolios
find lightened in four others.

However, the volume of shares

purchased by four managements
was 6V2 times greater than the

number sold. Three funds also

completely disposed of holdings
of Standard of New Jersey while
three others decreased commit¬
ments. There was one new pur-
chase. -v:7*.
Interest in the natural gas stocks

also fell 'off considerably from
that of the previous quarter.
Three trusts each purchased
shares in Republic, Southern and
Northern Natural Gas. A block of

2,COO shares of Northern Gas was
disposed of, but liquidation in the
other two issues was negligible.
16,000 shares of Mississippi River
Fuel and El Paso Natural Gas
were each acquired by two man¬

agements.
The cement industry again was

featured among the building
stocks as in the second quarter of
the year. Foremost in popularity
was General Portland Cement.
Three managements made new
commitments while four others
increased holdings to total 29,000
shares; there were no sales. Five
funds also purchased a total of
1,500 shares of Lone Star, but
these were partially offset by two
sales of 900. Two trusts each
made new acquisitions of Lehigh-
Portland and Pennsylvania-Dixie
while there were also single addi¬
tions to lots already held of each
one of these cement companies.
Otis, an old-time favorite, was
well liked for the first time dur¬
ing the year. Four managements
purchased a total of 2,800 shares
and two of these were new com¬

mitments. American Radiator
was added in fairly sizable vol¬
ume, three funds taking a total
of 59,900 shares. Offsetting was
one sale of 2,300. Crane, U. S,
Plywood and Ruberoid also were
favored. Sales on balance were

confined to Pittsburgh Plate Glass
and Eagle Picher, three funds
selling 10,400 shares of the former
and two others liquidating 7,500
shares of the latter company.

Nickel the Metals Favorite

International Nickel was first
favorite among the nonferrous
metals, six managements pur¬

chasing a total of 38,600 shares.
Sales of 3,900 shares were made
by two other funds. Along with
Nickel, Kennecott was still liked
by the investment companies as

during the previous quarter,
although there were only five
purchases as contrasted with the
nine .made in the earlier part of
the year. There were also two
sales which exceeded in volume
the amount of stock bought.
American Smelting was likewise
well liked by five funds with
one offsetting sale. The same
number of managements made
additions of Aluminum of Amer¬
ica, while Phelps Dodge was added
to four portfolios as contrasted
with its previous liquidation on
balance. A contrast was offered by
transactions in gold mining stocks.
Three funds purchased a total of
27,600 shares of Dome, but the
same number sold 6,500 shares of
Homestake. . " •' > % ;

Retail Stocks

As during the previous quarter,
Safeway was the outstanding fa¬
vorite among the retail issues.
Two new commitments and the
same number of portfolio addi¬
tions totaled 23,900 shares. This
compares with the five purchases
of 44,600 shares made during the
second quarterly period. Three
purchases each were made of Fed¬
erated Department and Allied
Stores; there was no liquidation
of either issue. Federated has
been a prominent favorite among
the investment managers for some
time. Grant, Melville Shoe and
Atlantic and Pacific were also

each added to the portfolios of
two trusts. Sales of Woolworth

and H. L. Green were made by

three and two managements, re¬
spectively. Volume of activity
was weighted on the buying side
of Montgomery Ward as con¬
trasted with the reverse in the

June quarter, although number
cf managements making pur¬
chases and sales was well divided.
Cne interesting transaction in this
issue was the purchase of a lot of
18,600 shares by Affiliated Fund,
which also sold 35,000 Sears Roe¬
buck during the quarter.

Managements still looked favor¬

ably on the tobaccos as they did
during the first half of the year.
Five funds purchased a total of
5,000 shares of American Tobacco;
there was liquidation by one trust
of twice this amount. Philip
Morris was added to three port¬
folios, while, one management
completely eliminated a- lot of
10,000. Two trusts each purchased
Liggett and Myers and Reynolds
Tobacco.

C.I.T. Financial Favored

Among financial institutions,
C.I.T. Financial continued to be
favored by trust managements,
14,300 shares being added to five
portfolios. Two iunds lightened
their holdings, while a third
eliminated the issue from its port¬
folio. Transactions in Commer¬

cial Credit were light, two sales
of 1,200 shares contrasting with a
small addition of 200 shares.
Three trusts, however, sold a total
of 9,300 shares of Associates In¬
vestment Co.; one purchase totaled
4,600. Two New York bank stocks
were each bought by a like num¬

ber of managers. ; Additions were

made of 2,500 shares of Bankers
Trust and 1,500 shares of Guar¬
anty Trust. Scattered individual
purchases, as usual, predominated
amdng the insurance equities, al¬
though Home and Standard Acci¬
dent were each acquired by two
funds.

Top favorite among the food
issues was National Dairy Prod¬
ucts. There were five additions
to portfolios and two new commit¬
ments totaling 12,400 shares. One
management cleaned out a lot of
6,000 from its holdings. Three
trusts added 21,400 shares of Na¬
tional Biscuit, while there were
no sales.. Two other purchases
were made each in the stock of
United Fruit and Stokely-Van
Camp. Sales were concentrated
on Corn Products, three funds
completely eliminating the issue,
while a fourth lightened its hold¬
ings. '

The Rails

Outstanding transaction among
the rail issues was the acquisition
by Investors Mutual of 13,508
shares of Wheeling and Lake Erie,
presumably acquired from Penn-
road, which recently disposed of
the major portion of its invest¬
ment in this carrier. This repre¬
sents about 1% of the net assets
of the investment company and
4% of the outstanding issue of
the rail's common stock. The in¬
vestment company increased its
net cash reserves during the quar¬
ter by $10 million. There has
been considerable speculation
ever since the management group
controlling the trust's portfolio
changed direction during the cur¬
rent year whether there would be
any major shifts among the in¬
vestment holdings. . •' "'}

Great Northern preferred and
Rock Island were each acquired by
four funds. There was one sale
of the former carrier and two of
the latter. Also favored were

Union Pacific by three manage¬
ments and Illinois Central by two.
The only concentrated selling was

done by. < two companies which
liquidated 4,100 shares of Atlantic
Coast Line. Among the rail
equipments, General •' American

Transportation was acquired by

two trusts while a like number

sold Pullman. .

Steel Shares

United States Steel and Repub¬
lic continued to be sold as in the
previous quarter; three manage¬
ments disposed of 72,200 shares of
Big Steel and two others sold
4,^00 shares of the latter issue.
Contrasted with this continuing
attitude of bearishness, there was
a switch of sentiment to the bull
side on Bethlehem and Youngs-
town from the pessimism of the
previous quarter. Four trusts
bought Youngstowri and three
purchased Bethlehem.

The Motor Industry

Sentiment bettered somewhat
also toward the auto and auto

equipment stocks. Purchases, al¬
though still comparatively light,
increased by 50% over the June
period. Six funds purchased a
total of 12,500 shares of General
Motors, one of which made a new

commitment; sales by three trusts
totaled 3,200. > Opinion was di¬
vided on Chrysler, four manage¬
ments purchasing 12,000 shares
and a like number eliminating
10,900 completely from their port¬
folios. There was also a fairly
even division on Studebaker.

Among the 'equipments, three
funds added to their previous
holdings of Borg Warner while a
fourth made a new addition to its
list. Purchases totaled 12,000
shares contrasted with liquidation
of one lot of 6,200. Three funds
also acquired 11,200 shares of
Doehler - Jarvis and the same

number acquired 11,800 shares of
Electric Auto-Lite. There was no

liquidation in either issue. Neither
were there any sales of A. O.
Smith which was bought by two
managers. A total of 1,500 shares
of Thompson Products, however,
was lightened in one portfolio and
eliminated from another.

Activity in the air transport and
manufacturing company equities
decreased 50% from the previous

quarter during which period in¬
terest had.- been comparatively
light. Among the transport com¬
panies, American and ' Eastern
were each purchased by three
managements. In the June quar¬
terly period there had been divid¬
ed opinion about both of these is¬
sues. Two of the purchases of the
former company represented new
commitments and there was one

small sale of 800 shares as con¬

trasted with total purchases of
23,000. There was no liquidation
in Eastern. In the equipment
group, there were three additions
of 8,000 shares of Bendix con¬

trasted with one sale of a lot of

1,000. Douglas was the only
plane builder in demand with
three trusts acquiring 1,0G0 shares.
Opinion was divided on both
Lockheed and United Aircraft, the
latter of which had been an out¬

standing favorite for some time.
Eight managements liked Con¬

tinental Can, hut American lost
its - popularity of the previous
quarter. Two funds eliminated
Corning Glass and another light¬
ened its portfolio; sales totaled
13,500 shares /• Westinghouse
stepped, up its popularity among
electrical equipment issues over
that which it had held in the June
quarter, seven managements pur¬

chasing a total of 57,100 shares;
four liquidated in considerably
less volume. General Electric,
upon which opinion had been di¬
vided in the earlier period, also
was favored, but purchases by six
funds of only 5,400 shares con¬
trasted with sales by four others of
36,900. Sylvania Electric was also
liked, but Philco was liquidated.
Sales matched purchases in both
the chemical and drug groups.
DuPont, Union Carbide and Pfizer
were sold, but Dow, Eastman and
Mathieson were bought. Simi¬
larly, sales of Bristol-Myers and
Merck contrasted with purchases
of Parke, Davis and Colgate-
Palmolive-Peet. Buying of rub¬
bers was concentrated on Good¬
rich.

The Regulation of
Securities Exchanges

(Continued from page 12)
the salaries and holdings of some
of the officers shall be stated, etc.

(2) If a security is listed on an¬
other Exchange—the. New York
Stock Exchange, for example, and
there is trading activity in the
stock in Philadelphia or in this
neighborhood, application may be
made by the Exchange for the
privilege of trading in that secu¬

rity; and if such activity can be
shown and sufficient holders as

well ;"as sufficient transactions,
then the Commission will extend

to the Philadelphia - Baltimore
Stock Exchange the privilege of
trading in that stock. But not un¬
less it has been registered on an¬
other national securities exchange,
and the information regarded as

so essential made available to

anybody who is interested.

V Broker and Dealer •

There is another thing the Act
considers. It deals with the rela¬

tion between the broker and the
dealer. The broker, who is your

agent, purchases and sells secu¬
rities. He is your servant and is
paid for his services. The dealer
is the person who sells to you, or
buys from you—he is the princi¬
pal. Their positions sometimes
present problems of conflicting
interest. ..

The Securities and Exchange
Commission has broad powers
with reference to the transactions
of the broker and the dealer. It
is authorized by the Act, if at any
time the Commission deems it

proper, to segregate the functions
entirely. The relations of broker
and dealer present problems of
a technical character beyond the
scope of this discussion. «

The SEC has recognized the im¬
plications involved. For the pres¬
ent a Plan of Fair' Dealing has
been adopted by the Exchanges of
the Country, with the approval of
the Commission, which has thus
far operated, we believe, very

fairly; certainly with fairness to
investing public. - 7; 7. j

» Credit

The Act deals also with the

subject of credit. That is one of
the problems which led to the
whole of the legislation. During
the period of the tragic inflation
of the market prior to 1929, stocks
could be purchased on a very
small margin— this encouraged
wild speculation. As we look back
on it, the fact that that was pos¬
sible contributed to the excessive

speculation of the 1920s.

: ■ v';;" Margins ' 7%
The Securities and Exchange

law permits the Federal Reserve
System to fix margins and to reg¬
ulate the whole field of credit.

Through its control of credit the
Federal Reserve System seeks to
guard against inflation by over-

speculation or stimulates invest¬
ments when the market is re¬

versed. ■ .7 :i'7 " v.7. ''"'A
Proxies

The Commission deals with the
question of Proxies, so that in¬
vestors when asked to vote on

questions before the management
may have the largest and broadest
information.

Exchanges Enforce SEC Policy

Through the disciplinary control
of the Exchanges themselves and
through the governing Securities
and Exchange Commission, there
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is surrounding you, as. investors,
the largest possible degree of pro¬
tection. This is true so far as in¬
formation is concerned in connec¬

tion with the securities in which
you are interested, and so far as

high standards of business ethics
are concerned in the handling of
your transactions in listed secu¬

rities.
A most significant thing is that

the SEC has placed upon the Ex¬
changes themselves the enforcing
of these rules, laws and regula¬
tions; it is relying on the Ex¬
changes, because of its recognition
of the essential conscientiousness
of the Exchange management in
the handling of these various
problems, and because the Ex¬

changes have exercised responsi¬
bility for the conduct of their
members in the transaction of
their business. You would be sur¬

prised to know how few are the
occasions when the Disciplinary
Committees of the Exchanges are
called upon to pass on irregular¬
ities of their members.

Missouri Power &;Ligfii
Bonds Placed onMkt.;
Halsey, Stuart & Co. Inc. is of¬

fering to the' public today (Nov.
17) $2,000,000 Missouri Power &
Light Co. first mortgage bonds,
2%% series due 1979 at 101% and
accrued" interest; Award of the
bonds was won at competitive
sale on a bid of 100.0551.
Net proceeds from the new

bonds, together with those from
the sale of new cumulative pre¬
ferred stock, will be added to the
company's general funds and used
in part to retire unsecured prom¬
issory notes aggregating $2,000,-
000, to reimburse the corrtoany's
treasury for capital expenditures
previously made and to meet in
part the cost of additions to its

property and facilities now in

progress, and for other corporate
purposes. v .

The new bonds will be redeem¬
able at prices ranging from 104%
to 100% and at special redemption
prices scaled from 101.03% to
100%. . - ' \ ' M ' r '
The company is engaged, within

the State of Missouri, in thpfen¬

eration, purchase, transmission,
distribution and sale of electric

energy and in the purchase, dis¬
tribution and, sale of natural gas.
It also towns and operates two
water, works systems, two ice
manufacturing plants and one hot
water heat system.

Haisey, Stuart Offers
New Haven Equips.
Halsey: Stuart & Co. Inc. and

associates won the award Nov. 16
of $4,080,000 St. Louis-San Fran¬
cisco Railway equipment trust,
series E, 21/4% equipment trust
certificates, due $272,000 annually
Dec. 1, 1950 to 1964, inclusive.
The certificates, issued under the
Philadelphia plan, were reoffered,
subject to Interstate Commerce
Commission authorization, at
prices to yield from 1.25% to

2.60%, according to maturity.
Proceeds from the sale of cer¬

tificates will be used to provide
for the following new standard-
gauge railroad equipment esti¬
mated to cost ? approximately
$5,414,860: 14 diesel-electric pas¬

senger train locomotives and 15
diesel-electric road switching lo¬
comotives. 'Jv/.':
Associated in the offering were:

R. W. Pressprich & Co.; A. G.
Becker & Co.. Inc.; Gregory &
Son, Inc.; Otis & Co.; L. F. Roths¬
child & Co.; Freeman & Co.; The
Illinois Co.; Wm. E. Pollock & Co.

Inc.; and McMaster Hutchinson
& Co. v

r •"
— mimii

Joins Burns, Potter Co.
("Special to The Fin\ncial Chronicle)

OMAHA, NEB. — Willis S.
Christie is with Burns, Potter &

Co;,. 202 South Seventeenth Street.

The State of Trade and Industry
(Continued from page 5)

staited up on Nov. 1, the rate for this week is 101% of rated capacity.At Cleveland it will zoom from zero to 69% of capacity in one week.The industry as a whole will not come back this fast but this terrificpickup snows what is being done at many plants, the trade magazinenotes.

In the race to get back into full production the industry isexpected to hit a rate close to 80% next week. Operating men atmost major mills are aiming at 100% operations before mid-Decem¬
ber, so the rate for that month should top 30% of capacity.Steel buyers, particularly those in Detroit, are redoubling theirefforts to line up conversion steel. This is the technique they used
so well last year. It means buying ingots from one source and
shipment of the semi-finished product to one or more other millsfor conversion into scarce sheet steel. Almost all steel companies
were engaged in one or more phases of it last year, helping steelstarved customers and making a nice profit to boot. But, states"The Iron Age," it adds as much as 50% to the delivered cost of
steel sheets and in effect means higher steel prices to fabricators
who use it.

Foundries are beginning to see signs that the business pickup
they experienced in August and September will return as soon as
the big metal users get back to capacity. Farm implement and auto
demand is expected to bounce back but heavy castings for the rail¬
road and heavy machinery fields are not promising. Because manyof the merchant pig iron furnaces ran during the steel strike iron
is not yet in tight supply-; Resumption of coal mining on Nov. 10,concludes this trade authority, saved some merchant furnaces from
early curtailment. /,1

The American Iron and Steel Institute announced this week
that the operating rate of steel companies having 94% of the
steel-making capacity for the entire industry will be 54% of
capacity for the week beginning Nov. 14, 1949/an increase of 33
points from the preceding week.

The Institute in reporting this week's output said the sharp
spurt was due to the end of the steel strike in most of the nation's
mills. /- ;■/'//'/■/;'. .v.'' " 'r'-y

This week's operating rate is equivalent to 995,5|»0 tons of
steel ingots and castings compared to 387,000 tons one week ago.

/ A month ago the rate was 9.3% and production amounted to
: 172,000 tons; a year ago it stood at 99% and 1,784,500 tons, and
for the average week in 1940, highest prewar year, at 1,281,210
tons. ////v//y/y /y y>yy>:/y /iy/yr, y/:yy/y/^ykZ-:■■'/')■

CARLOADINGS LOWER AFTER MILD ADVANCE OF PRECEDING
WEEK

Loadings of revenue freight for the week ended Nov. 5* 1949,the seventh consecutive week of major industrial strikes, 1 totaled
578,981 cars, according to the Association of American Rail¬
roads. This was a decrease of 12 336 cars, or 2.1% below the preced¬
ing week. It also represented a decrease of 264,605 cars, or 31.4%,below the corresponding week in 1948, and a decrease of 331,189 cars*
or 36.4% under the similar period in 1947. V* ■' *

ELECTRIC OUTPUT RECEDED SLIGHTLY IN PAST WEEK 4
Electrical production for the sixth 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 Nov. 12 was
estimated at 5,434,555,000 kwh.. according to the Edison Electric
Institute. This represented a decrease of 369,000 kwh. below the
preceding week. It was 136,212,000 kwh. lower than the figure re¬
ported for the week ended Nov. 13, 1948, but 350.215,000 kwh. in
excess of the output reported for the corresponding period two
years ago.

AUTO OUTPUT SHOWS MODERATE RISE ON HIGHER
PRODUCTION AT FORD PLANT

According to "Ward's Automotive Reports'' for the past week,
motor vehicle production in the United States and Canada advanced
to an estimated 117,438 units from a revised figure of 116,699 units
in the previous period.

The increase was attributed to higher output by Ford after
an inventory closing.

, " The total output for the current week was made up of 94.686
cars and 19,565 trucks built in the U. S. and 2.070 cars and 1,117
trucks in Canada.

The week's total compares with 116,020 a year ago and 92,990
in the like week of 1941.

BUSINESS FAILURES HOLD SLIGHTLY UNDER PREWAR TOTAL
Commercial and industrial failures rose to 222 in the week ended

Nov. 10 from 196 in the preceding week, Durt & Bradstreet, Inc.,
reports. Casualties were more than twice as numerous as in the
comparable weeks of 1948 and 1947 when 96 and 72 concerns suc¬
cumbed respectively. However, they remained slightly below the
prewar ' total of 269 which occurred in the corresponding week
of 1939.■y,'/1;;^ y;" y' • ■' /^/"•: ; ':/;^;/y/:-y;

Failures involving liabilities of $5,000 or more increased to 164
from 148 and exceeded the 81 of this size reported a year ago. Small
casualties having liabilities under $5,000 rose to 58 from 48; they
were almost four times as numerous as last year and were at the
highest level since the third week in March 1943.

Retail trade accounted for most of the week's increase with
failures in this line rising to 106 from 86, more than doubling the
46 which occurred in the similar week of 1948. The sharpest increase
from the 1948 level appeared in commercial service with six times
as many failures as a year ago.

The East North Central States reported an increase to 43 from
27 and the New England States to 26 from 13. Slight declines from
the previous week .prevailed in four regions; failures in the Middle
Atlantic States dipped to 57 and in the Pacific States to 44. All
regions except the Mountain had more failures than last year; the
rise from the 1948 level was especially marked in the Middle Atlan¬
tic and West South Central States. j

FOOD PRICE INDEX ATTAINS HIGHEST LEVEL IN
EIGHT WEEKS

The wholesale food price index, compiled by Dun & Bradstreet,
Inc., turned upward last week following the irregular movement of

recent weeks.. The index rose to $5.74 of Nov. 8, up 0.9% from $5.69 4
a week earlier, although still showing a drop of 10.2% from' the
comparative 1948 level of $6.39.

WHOLESALE COMMODITY PRICE INDEX SHOWS IMPROVED
TONE

The daily wholesale commodity price index, compiled by Dun &,
Bradstreet, inc., moved irregularly the past week at a somewhat
nigher level than a week previous. The index closed at 245.47 on

Nov. 7, comparing with 242.72 a week earlier, and with 270.93 on the
corresponding date a year ago.

Grain markets were mostly firmer with deferred deliveries of
wheat, corn and oats selling at new highs for the year.

Volume of sales on the Chicago Board of Trade rose moderately
over that of the preceding week. There was a good demand for cash
wheat in both the Northwest and the Southwest, but supplies were
rather tight. With ample supplies of moisture in most areas, the />
condition of the new Winter wheat crop was said to be very favorable-
There was a broader demand for cash corn with prices scoring
moderate advances as the result of continued small country offerings-
Domestic flour bookings remained at a slow pace.

Buyers were very cautious in making commitments and
showed considerable resistance to current rising prices.

Trading in cocoa was active and prices trended higher aided by
scarcity of offerings from primary markets. Col'fee remained in *

broad demand with prices scoring further advances despite reports
that crop damage in Brazil was not as great as had been anticipated, i
Divergent trends featured the Chicago livestock market. Prime fed
steers rose to a new all-time peak of $41.75 per 100 pounds, while
live hogs sank to new low ground since OPA controls were liftech
Lard was under pressure and prices declined to the lowest since 1941*
reflecting the heavy movement of hogs and continued slow demand,
for fresh pork. „y- \ ■. y • ' ' . •

Cotton values moved irregularly higher last week, aided by
continued activity in the domestic cotton goods market, the sign¬
ing by the President of the Agricultural Act of 1949, and the
sustained movement of the staple into the government loan stock.

Mill inquiries were fairly numerous with good demand for both,
prompt and forward delivery. Spot markets were seasonally active
although sales volume in the 10 markets dropped to 367,000 bales*
from 407,000 bales the week before. In the corresponding week a.
year ago sales totaled 242,000 bales. ' « .

, , :

There was considerable activity in nonferrous metals markets
last week. Sales of copper were very heavy; prices were advanced
.% of a cent a pound to 18V2 cents Valley basis, in the first upward,
adjustment in the red metal since July 11.

Insistent demand for copper over the past few months hast
resulted in an extremely tight supply situation.

Wy,' Demand for zinc continued to improve and prices were moved *

upward V4-cent a pound for the second time within a week. -v

RETAIL AND WHOLESALE TRADE STIMULATED BY PROMO ,

TIONS AND IMPROVED STEEL STRIKE OUTLOOK

Cooler weather and a number of vigorous promotions in many-
parts of the country during the period ended on Wednesday of lasl
week were reflected in a slight rise in consumer buying from the
level of the preceding week. Dollar volume remained slightly below
that of the similar 1948 week, states Dun & Bradstreet, Inc., in it*
latest summary of trade. • ' -" / / -

y There was a noticeable increase in the sale of lower-priced ' <

merchandise in many lines.
,,

Consumer interest in Fall apparel increased noticeably last week*
as cooler weather coincided with promotions throughout the country. .

Dresses and accessories were popular items with women.
A considerable volume of cloth coats were purchased in many-

vicinities, while the demand for fur garments declined generally.-
The retail dollar volume of food was slightly lower than that of

the previous week. Meat sales were somewhat curtailed with con-/
sumer demand centered largely on inexpensive cuts.

House-furnishings sales volume increased slightly the past week
with furniture and electrical appliances among the more popular
offerings. Consumer interest in floor coverings remained somewhat
limited.

The high demand for television sets and automatic washing
machines was an exception to the generally moderate interest in
large home appliances.

Retail volume for the country in the period ended on Wednesday
of last week was estimated to be from 5 to 9% below that of a year
ago. Regional estimates varied from the estimates of a year ago by
the following percentages;

Northwest and Pacific Coast —2 to —6; New England —1 to
—5; East —8 to —12; South —6 to —10; Midwest —4 to —8 and /
Southwest —9 to —13.

The aggregate dollar volume of wholesale orders rose slightly in
the week, but continued to be moderately below the high level of the
similar week in 1948. As agreements were reached in some labors*
management disputes, many buyers placed an increased number oF
advanced orders. "

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board's index for the week ended Nov. 5, 1949/
decreased by 2% from the like period of last year. In the preceding }
week a decrease of 7% was registered below the like week of 1948..
For the lour weeks ended Nov. 5, 1949, sales registered a decrease
of 9% from the corresponding period a year ago and for the year to *
date a decline of 6%.

Here in New York the past week retail trade received some

impetus from seasonal purchases, but volume continued to re- •

main under the like period of 1948.

According to the Federal Reserve Board's index, department t
store sales in New York City for the weekly period to Nov. 5, 1949,
decreased by 4% from the same period last year. In the preceding
week a decrease of 8% (revised) was registered below the similar
week of 1348. For the four weeks ended Nov-. 5, 1949, a decrease
of 12% 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,'*
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The Stock Market and the Political Situation
(Continued from first page)

tions are—you need not be told
except for convenience of classi¬

fication—(1) foreign affairs; (2)
labor; and (3) taxes. I shall dis¬
cuss them frankly in that order.
However macn businessmen

may differ on det?.7h in such mat¬
ters as the dismantling of plants
in Germany or about tne handling
of the situation in the Far East,
I think we are all happy about
the containment of communism in

Europe. Unquestionably, Ameri¬
can policy has encouraged the
spread of Tito-ism. Being im¬
pressed by trends or changes in
direction,' the first tear in the iron
curtain leads me to look for
others. Soviet Russia has a de¬
featist complex because the strides
in the "decadent" United States
and recovery in Western Europe
spell defeat for communism in the
contest to win the allegiance of
peoples through performance
rather than promises.
A year ago the election returns

were thought to assure repeal
of the Taft-Hartley Act. A purely
partisan line-up would have re¬

sulted in a return to the Wagner
Act with but minor changes. The
Democratic leadership in Congress
itself recognized the futility of
trying to pass such a' measure and
abandoned the Administration-
supported bill. I feel confident, in
view of recent labor develop¬
ments, of continued failure to ob¬
tain the repeal of the Taft-Hartley
Act, and I do not expect any
weakening of the country's deter¬
mination to deflate the position of
monopolistic labor leaders. When
the Eighty-first Congress met it
was almost in a state of hysteria
because of the organized demands
of organized , labor to get im¬
mediate repeal of the Taft-Hartley
Act. The Congress, however, re¬
sisted the pressure successfully.

Tax Outlook
U

■ On taxes I would like to review
the record for a somewhat longer
period than a year. In this area
I feel somewhat more at home,
although I do not pretend to be
an expert. In the! Revenue Act of
1942, enacted in the midst of the
war and before the dawn of

•victory, important changes were
made following months of dis¬
cussion. Congress overhauled the
excess-profits tax which was al¬
most impossibly complex. It per¬
mitted the taxpayer to choose
either, the invested capital or
profits standard. A ceiling of 80%
was placed on income and excess

profits taxes. "The privilege of
carrying back operating losses for
two years was added to the two-
year carry-forward privilege. <A
series of changes designed to im¬
prove the operation of the relief
provisions were adopted.

As to capital gains, a six-month
holding period was established as
a t rough dividing line to dis¬
tinguish the gains and losses of
"traders" from "investors." In
retrospect, it is significant "that
the Congress was unwilling to kill
all incentive. In 1945, among
other changes designed to aid in
the difficult transition period from
war to peace, corporate . surtax
rates were reduced and also the
normal tax and surtax of indi¬
viduals effective beginning with
ihe'returns for the calendar year
1946.

The Congress, moreover, in the
Revenue Act of 1945, wisely re¬
pealed the excess-profits tax. This
one act more than any other
factor released the productive
energies of the country. Without
the repeal of excess profits taxes,
the record of the post-war period
would have been very different
and the fears of large scale un¬

employment voiced in some quar¬
ters might have been realized.
Again, last year the Congress
acted courageously. Looking ahead
fo the time when dollars would
no longer be chasing goods, and

in spite of severe censure from
the White House, the much
criticized Eightieth Congress
passed the Revenue Act of 1948,
giving savers and investors some

relief in the form of the national

adoption of the community prop¬

erty principle. This "wicked" act
in the "interest of the "sinister

few," if one were to be guided
by comments emanating from Ad¬
ministration circles, did what in
reality?
The October, 1948, edition of

the Department of Commerce's
"Survey of Current Business" had
this to say about the reduction in
taxes of $4,600,000,000:
I quote:
"Of the estimated tax reduc¬

tion, roughly two-thirds accrues

to individuals with incomes of
less than $5,000. In this bracket
the propensity to spend any in¬
crease in income on personal con¬
sumption is high. Less than 15%
goes to individuals with incomes
of over $25,000, where there is a

greater tendency to save a part
of any increase."
Since one of the puzzling de¬

velopments of 1948-1949 has been
the lower rate of consumer spend¬
ing in relation to personal income,
manufacturers and merchants
should be thankful for the work
of the Eightieth Congress in sus¬

taining sales and employment at
higher levels than they would
have been if tax reduction had not
been enacted. •

, v ,

Government and Business

Last year,' addressing the Na¬
tional Association of Insurance

Commissioners, in - December, I
admonished against a cold war be¬
tween government and business.
For business and government to
be at loggerheads in this country
at this time is deplorable. May I
recall what I then said:
I quote:
"Business and government oc¬

cupy separate spheres. Each has
its duties and responsibilities. A
cold war between them can only
result in unemployment, a shrink¬
age in production, a slump in gov¬
ernment revenues. On the other
hand, cooperative effort will pro¬
duce a stable prosperity, an un¬
answerable argument to the claims
of the foes of democratic capi¬
talism." a!
I must say, regretfully, that thus

far the spirit in government has
*ot been one of greater coopera¬
tion. -v '.W ■ -

The temptation, I know, is great
to adopt what I shall call the meat
axe approach. Swing widely; hit
everything within reach.

. Gov¬
ernment condemns all business,
outright or by indirection, with¬
out thinking of the main sources

of government revenue. Business
strikes back and condemns every
kind of government activity with¬
out thinking of the many services
that only government can render.
Partisans shout; everybody has a
good time in an orgy of wild
statements; and the pressing, im-
perious demands for serious
thinking and action go unheard
until a catastrophe impends. I,
for one, am tired of hearing about
the mistakes that business made
forty or fifty years ago or more.
As someone has said, let us take
from the past not the ashes but
the fire.

-The fire of the American spirit
is to make things work and it is
that fire from the past that has to
be -carried on, burning away
skepticism and ideologies in the
interest of a better life. Making
things work—that applies to gad¬
gets and machines, and to govern¬
ment as well. Making things
work is good Hoosier philosophy,
too. It explains our impatience,
and rightly so, with forms of gov¬
ernment that promote fifty-eight
varieties of parties who cannot
get together so that government
will function effectively. It ex¬
plains our impatience with per¬

fectionists^, who must have the

perfect society overnight. After
all, a statesman is best remem¬

bered because he asked for a five-
cent cigar rather than the moon.

Seriously, the plain, humble ob¬
jective of determining to make
things work is one of the most
intensely American qualities. See
.what it has done in the factory
and on the farm.

A Selective Stock Market;

In the security markets, one of
the terms frequently used in re¬

cent years is that the market is
"selective." The term denotes
that not all securities are rising or
falling but that investors pick and
choose and are inclined to dis¬

pose of one class of stocks, for in¬
stance, while buying the equities
representing another industry. Se¬
lectivity is a way of making things
work better; it is the opposite of
the meat axe approach.
A selective approach is the most

satisfactory means of dealing with
Federal taxation at this time. I
am sure we would all like nothing
better than general reductions,
but they are not feasible now.
That a really determined effort is
being made to decrease Federal
Gov e r n m e n t expenditures is
doubtful. An attempt by some
members of the Congress to cut
appropriations by 5 or 10% did
not gain strength. Expenditures
in the President's recent budget
review represent a net increase of
as much as $1,600,000,000 above
the forecast made last January.
This increase is due mainly to in¬
creases in outlays for veterans'
benefits, for government pur¬
chases of housing mortgages and
for agricultural price supports.
Such increases more than offset
cuts made by the Congress for the
Department of Defense and in the
Eurpoeari Recovery Program.
Thus, even if the revenue fore¬
casts turn out to be low, the Pres¬
ident has paved the way for re¬
newing his request for an increase
in taxes. We may as well be pre¬
pared for his proposals.

Threat of Higher Taxes '

The acute thinking, or gazing in¬
to the crystal ball, is necessary to
inform us what the Administra¬
tion is likely to advocate. ?Judg¬
ing from Washington reports, pro¬
posals will be offered to add to
the burdens of business and the
middle class, ignoring the lessons
that are written large in VXhe
British debacle. Their adoption
will create the very grave danger
of a more pronounced decline in
business than the economy - re-;
cently surmounted. Had the Con¬
gress not revealed determination
to reject the recommendations on'
labor and taxes contained in the?
President's message the recent re¬
covery, before its interruption byj
work stoppages, in all likelihood,
would never have taken place.
One of my reasons for review¬

ing briefly tax legislation oL re¬

cent years is that the best hope of
the nation seems to be in the in¬
dependent thought on tax .policy
displayed in the Senate and House
of Representatives. This construc¬
tive thinking is illustrated in the
bill introduced in the last days
of the 81st Congress by the Hon¬
orable Walter A. Lynch, of New
York City, a member of the House
Ways and Means Committee. .His
bill, H. R. 6393, should be studied
carefully by all business groups
land I trust the Indiana Manu¬
facturers Association will find
time to consider and discuss it.
Mr. Lynch has evolved a series
of proposals to encourage risk
capital and stabilize employment.
Essentially, he has used selectiv¬
ity to make the best of a very
difficult situation. The bill con¬

tains proposals affecting several!
kinds of taxation: excises, capital
gains, dividends received from
common stock holdings. Certain
excise taxes that are justly re¬

garded as nuisance levies are re¬

duced or eliminated.. Non-lux¬

uries in some instances are ex¬

empted. On the other hand, ex¬
cises on expensive jewelry, furs
and luggage are retained. Sec¬
ondly, the effective maximum tax
rate on long-term capital gains is
cut from 25 to 10%,-the possibil¬
ity of tax saving through loss off¬
sets against ordinary " income is
raised to $5,000 per year and the
holding period would be reduced
to three months. Thirdly, holders
of common stocks would have the
benefit of a 10% credit on divi¬
dends received.'

I have covered the Exchange's
position on tax policy in our

study, "Jobs and: Taxes," of
which more than 25,000 copies
have been distributed; in our leaf¬
let, "Equity for Equity Capital,"
which has had an even wider dis¬

tribution; and in several talks
made in »various parts of "the
country and before different

groups. As I see it, we are en¬
gaged in an educational job of
the utmost importance.
The changes in capital gains

taxation are designed to stimulate
the flow of funds into business
and the capital markets. Rev¬
enue from capital gains taxation
are unimportant. Whether the

changes would entail a loss "of
revenue is indeterminable. : My
own conclusion is that greater
readiness to make shifts and ex¬

changes would greatly expand the
number of transactions and prob¬
ably lead to larger reciepts. - Cer¬
tainly, the dividend credit is mod¬
est enough and does mot 'free
ownership from the injustice -of
double taxation. ^

Favorable Environment for
Investment Aids Economy

A more favorable environment
for investment cannot help but
aid in expanding the economy.
An v expanding economy with
stable commodity prices will pro¬
duce more revenue than was fore¬
cast in the recent budget review
and in that way will create a
more balanced position.
Believe me, I am open-minded.

My days and nights for many
months have "been spent in
wrestling with these subjects.
They are big enough'to absorb
the best part of any man's effort.
No one in businessman afford the

luxury of not probing the tax
problem, the : solution of which
may well / determine the course

of American business. Always re¬
member that while a much sound-

structure could be built if we

started anew from the ground
up, we have to work with the

practical means at hand. A

sprawling, nondescript Federal
tax structure, the result of addi¬
tions over the years tacked on in
a hurry, must be made more hab¬
itable. * ', ' ,

Proposed changes in Federal
taxation are generally pro-con¬

sumption or pro-investment. In
reality, to maintain economic sta¬
bility, 'neither * investment nor

consumption can * be sacrificed.
Hard as the task is, requiring the
patience of Job, it can be accom¬

plished, and the efforts I have
touched upon are bringing re¬

sults, evidenced by expression of
opinion from people in all walks
of life. We know it to be too true,
in the words of Chief Justice

Marshall, that the "power to tax
is the power to destroy." We
must never surrender our confi¬

dence in the power to change the
tax structure before it destroys.
The power resides in us. The cost
is tireless, intelligent work. The
goal, a stable economy retaining
built-in stabilizers and the motive

power for economic progress, is
well worth the effort.

Wants More Education in

Economics

Speaking at Cincinnati before
the Cincinnati Better Business
Bureau on- Nov. 9, Mr. Sehram
pleaded for wider education in
economics and a better under¬

standing of our capitalist system.

In this ; connection, Mr% ,Schram
said: ;

"The widespread prevalence of
economic illiteracy, - which has
drawn the fire of leaders in both

religion and education, should be

continually reduced if we are to
avoid disaster. It is not only ur¬

gent that we learn how to live
wisely, but that we understand
that an American community is a

good place to make a living be¬
cause of an ideal which has pow¬
ered our institutions through all
their changes and their develop¬
ment—the unique American ideal
of incentive. Many of our youth
and of our adults do not compre-r
hend the job-making process and
do not know that if the incentive
which prompts a man to organize
a business and to employ others
to help him does not remain in
.our economic system, we will have
eliminated our most , fruitful
source of new jobs and new opr

portunities. A most serious probr
lem of business is the need to re¬

store a nation-wide r conviction
that the capitalistic system is not

merely one among several eco¬
nomic systems, but is," to date, the
only one which -first, can offer
the high productivity which as¬
sures abundance, and second, can
maintain -freedom of opportunity
not only for, a few but for the
majority.

"These past 25 .years have
brought vast changes in the capi^
tal markets. I am not thinking
only of prime movements of se¬

curities. The New York Stock Exr
change has moved on a broad
front to assure the investor in the
world's greatest capital market of
every safeguard. We have gone to
unparalleled lengths in our effort
to influence management in .ths
direction of providing ^investors
with more complete information
regarding company . activities and
to furnish this, -information

promptly so that it would be of
greatest use. In this policy, man¬
agement; has taken a farsighted
view, and I must acknowledge the
.influence of the Securities and

Exchange Commission and other
regulatory bodies, The heads of
many corporations .have worked
tirelessly to improve the, : emr

ployee's working and living eon->
ditions and to add to his security;
and none of them, by the way.,
have done any better than some of
Cincinnati's own companies, which
are represented here tonight. The
same can be said in regard to the
stockholder.

"I am delighted to find that
more and more company annuaL
reports are both interesting and
informative. If you do not ..as
rule pay much ^attention* to the
annual reports of leading Ameri¬
can corporations, I venture to say

you are missing one of the best
sources of information on just how
the American economy works, for
here is the warp and woof of inT
dustry in concrete terms. I would
go so far as to plead that these
reports be used by all those in^
terested in implanting the facts
concerning our economy into the
minds of workers and students to

remove many of the completely
silly notions that are so widely
prevalent." ,

John C. Woolfolk With

Milhous, Martin & Co. ?
(Special to The Financial Chronicle) j ;

ATLANTA, GA. — John C.
Woolfolk has become associated
with Milhous, Martin & C04
Rhodes-Haverty Building. He was

formerly with Brooke, Tindall &
Co. and prior thereto was with
Wayne Martin & Co.

With David A. Noyes & Co#
(Special to The Financial Chronicle)

CHICAGO, ILL. — William J.
Burgkart has become affiliated
with David A. Noyes & Co., 208
South La Salle Street,- members
of the New York and Chicago
Stock Exchange. He was formerly
with Hicks & Price & 'Mitchell,
Hutchins & Co. ' *" f

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



"Volume 170 Number 4255 " THE LOMMEHCIAL & FINANCIAL CHKOMCLE (1909) 35

• : 1

AsWe See It
(Continued from first page)

; party which initiated this<type of public policy, and,
i was most outright in its support, defeated the newcom-^ :
*

ers or the others who felt it necessary or wise to sugar
coat their. New Dealism. Farther than this it would not,

. in general, be safe to go. f ^ :

Some/Basic Considerations

But whatever the nature of the mandates, if any, and
whatever the rank and file may have undertaken to say
.in their voting, the conduct of these campaigns and the
-general results of them once again forces upon the attention
of the thoughtful citizen certain basic truths which we ne¬
glect at our own risk. One of these may at first blush
'<appear to be largely political in nature, but is in point of
fact fundamental to the national economic and social wel¬
fare. It is that "me-too-ism" simply does not win elections
under present conditions. It fails to win even when its basic
nature is glossed over. When: sharp denunciation of Fair
Deal ideas is followed rather hastily with assurances that
;most of what the Fair Deal promises would be provided,
.the appeal fails. ■ •>. v."-

One would suppose that after all the defeats which |
the "me-too-ists" have suffered in recent years it would I

: hardly be necessary to call attention to this simple fact.
Yet it appears not to be understood or believed by the

: : politicians and their managers. It remains to be de-
; termined what the American voter would do if offered

an opportunity to vote for an able, intelligent, straight-
. forward advocate of good hard common sense in na¬

tional policy.; No such opportunity has been afforded
' - him for many a moon, and what is more important is

the fact that unless and until he has such an oppor¬

tunity, or will oblige the politicians to give him oiie,' it
is difficult to see how reah progress is to be ^made>in
getting at the house-cleaning that must be done, and
done without undue delay. It may be, of course, that'we
shall have to wait, with what patience we can summon,

for the day when hard and punishing experience teaches
the rank and file the folly of what now passes as states¬
manship. However, we must all hope that some way
can be found to reach a plane of sanity less expensively.
One thing is certain. We shall never succeed by the j
practice of permitting or encouraging candidates to try
and try again the old, old strategy of "me-too-ism."

New Political Bosses ;

V A second observation is in one way related to the first.
It is the degree in which certain groups closely organized
and highly"disciplined" have been developed into political
machines which appear to have elements of effectiveness
which were denied even the old-time political boss. The
most typical, and the most successful of these is, of course,
organized labor. Time was when ". union officials simply
could not deliver the vote of their membership. In some
instances they still are apparently unable to do so in any

great degree, but by and large there can at present be no
doubt whatever that thg union official is a political as well
as a labor boss. ♦ .

Moreover, while he and his followers may shout
about "democracy," they practice it with a fervor 1
which almost matches that of Soviet Russia which tells
a scornful world each morning, each noon and each
evening that it and it alone of all the governments of <

the world is really democratic. The average American
knows well enough that the union member is in a very
real sense told how to vote—told directly or indirectly
by his union officials—and that with an exception here
and there he obeys orders.

• A Deplorable Situation

Only a very few decades ago, the alleged practice of large
business interests of contributing heavily to political parties
and in various other ways influencing public policy was
much in the headlines. There probably was never as much
of this going on as was often and repeatedly alleged, but
there was enough of it to constitute a public problem if
not a public scandal. It appears clear now, however,, that
the influence of the "malefactors of great wealth" was never
comparable with that now enjoyed and used by a small
clique of labor union leaders. And if that of the farm
leaders is added, we have a situation at this moment which
is the equivalent of a farmer-labor government—and what
is worse, there appears little prospect of any change of im¬
portance for a long while to come.

Yet this need not be so. There are many farmers,
and we dare say many wage earners in and out of the
unions in this bright land of ours who know full well
that we cannot indefinitely prosper as we now arc pro¬

ceeding. There arc many others who are neither farmers
■? nor wage earners, thousands, yes millions of-them. We
feel confident that deep in; the hearts of the American
people there is a strong disbelief in much of what is
going on today. The trouble is, or one of the troubles is,
that these millions are scattered, unorganized for the
most part and up to now i apparently unable to make
themselves felt in a definite political way. So articulate
are the prophets of the "welfare state," and so continu¬
ously successful at the polls that many are intellectually
intimidated or rendered distrustful of their own inner

: beliefs. ;V- -1- ■/ '' ■ :I'.,•

And, perhaps worst of all, they have had no real polit¬
ical leader of ability and effectiveness since the advent of
the New Deal. And as time passes, the prospect of one

coming to the front seems to be growing dimmer instead
of brighter.

Getting Sales Results
With Mutual Funds

(Continued from page 8)

savings in America are approxi¬
mately $174 billion.* Of this the
87 open-end investment compaT
nies have outstanding' approxif
mately $1V2 billion. The market
is not only practically unlimited,
but it covers almost • every segr
rrtent of the population. Trust
shares should be bought, among

others, by people who are still
accumulating capital. There are
millions of ^business executives
and professional men and women
who not only already* have some

capital for investment, but who
can well afford to invest from

$25.00 to $1,000 a month, All of
these people can now be efficient-.,
ly taken care of with mutual in¬
vestment funds. Under the Na¬
tional Investment Program, an

open investment account can be

ers on the average considerably
more than interest rates on so-

called riskless investments. You
ladies and gentlemen in the in¬
vestment business know the diffU
culty of doubling capital. If some¬
body has $100,000, at 2Vz% they
get $2,500 a year. In order to get
$5,000 a year at the same interest
rate they would have to double
their capital—a factor that may
be impossible or at least very

risky. However, under present-
day circumstances it is relatively
easy to build a sound investment
^program that will show a return
of 5%, or even more, with reason¬

ably good -chances that it'will
continue at the approximate fig¬
ure. Obviously, the investor who
finds it necessary to get more in¬
come in order to offset the de-

set up with as little as $250.00 valued dollar should turn to
and amounts of as little as $25.00 sound investment in general se-

a'month can be invested. .All of
this without any additional charge
whatsoever to the investor. Such
a program for accumulating se¬
curities can be composed soiely
of bonds. Then we have three
different balanced funds that can

be used for such programs as well
as common-stock funds of differ-

curities. Certainly such a program
can probably be effected with
more .assurance of^atisfactory re-:
suits through the means of mutual
fund shares than the more risky
method of holding individual
issues. :•

I specifically mention the in¬
come market as lithink it is the

ent grades and types. Therefore, largest market and our best mar
the tremendous market of those ^et. Likewise, it is not necessary
who'. wish to start accumulating to be a prophet - of what the
an estate can be efficiently served Dow-Jones Industrial Average or
through the National Investment some other index is going to do
Program in conjunction with the I in order to sell a sound invest-
various Series of National Securi- , ment program. Far too many peo-
ties Series. ''••„! pie. in the investment business
There is the other large mar- have developed in it during a pe

ket of people who have already riod when there was too much
accumulated capital and are liv¬
ing partially or fully on the in¬
come of such capital. To most of
such investors income is their

primary need. The effects of the
war and our political economy
have been such that the dollar in

savings banks, insurance compa-

nies, and high grade bonds has
gradually been paid lower and
lower wages, while labor has re¬
ceived continuously higher wages
and thus doubled the cost of liv¬

ing. The only way to compensate
for. the loss in-the purchasing
power of the dollar is to put the
income dollar to work and in¬
crease its earning power through
the securities of our great Ameri¬
can enterprises. It is kindergarten
finance that money in business
must earn more than the inter¬
est rate at which it is borrowed,
or the creditor has a bad debt. To
put it another way : our savings
banks, our commercial banks, our
insurance companies depend al¬
most completely on the soundness
of United States Government
bonds. The interest rate on United
States Government bonds is paid
out of taxes received from the net

earnings of American businesses
and the incomes of American peo¬

ple. Thus it is clear that if our
entire free enterprise system is to
continue, and if the credit of the
United States is to be sound the

American businesses in the future

will, as they have in the past, fit'does not make much difference
earn and pay to their sharehold- 1 whether it is done with adver¬

emphasis on forecasting market
movements. Needless to say,

most forecasting is wrong.

We can really dispense with
this subject of the market for
mutual fund shares with-a knowl¬

edge that it is to all practical
purposes unlimited. What we need
to know is how to approach the
different types of buyers and how
to get the business.
The Fourth Cornerstone is

Salesmanship itself. This is the
elixir of business and the magic
ingredient that gives business a

high or low octane rating. Sales¬
manship is the factor that com¬
bines the man, the product, -and
the market into profitable busi¬
ness. And, incidentally, if the fac¬
tor of salesmanship is lacking, the4
other factors are relatively unim¬
portant. I started to study sales¬
manship some 29 years ago and it
was in 1920 that one of the out¬
standing, sales managers in Amer¬
ica showed me the Four Steps to
a sale, and in all these years
there has been no change and no

modification. Some other students
of salesmanship may express it
another way but the principles
are the same. You must go

through these Four Steps before
you can make a sale.

Four Steps in Salesmanship

Step Number One is Attention.,
This is the prospecting stage and

tising, letters, or pushing door
bells. You must get attention be¬
fore you can -take step number
two.

Step Number Two is Creating
"Interest." This is the process of
making-a presentation of the
product.
Step Number Three is the

Arousing of "Desire," and this i§
done by making an appeal to the
personal desires of the prospect.
Step Number Four is "Action,"

or the getting of the sale.
The taking of these Four Steps

is somewhat similar to the com¬

bination of a, vault. The sale is in
the vault. You don't get it unless
you know the combination and
the combination won't work un¬

less you go through it in the
proper order of Attention, Inter¬
est, Desire, and Action.
First let us consider Attention

as this is the prospecting step.
Practically every salesman is in¬
terested in this subject and wants
to know of a good method of ob¬
taining prospects. There are many
methods and I could easily take
up the entire time your patience
would give me this afternoon to
discuss this one subject and tell
you of different methods of devel¬
oping prospects. You start off
with just names which are sus¬

pects and develop them into pros¬
pects. The most important thing
is to plan your work, then work
your plan. Planning means think¬
ing, and working means doing.
There is no use dunning around
like a chicken with its head off
if the work has not been intelli¬

gently planned ahead of time.
Similarly, there is no use sitting
in an office with-a set- of beautiful

plans if they are not put into op¬
eration. Successful prospecting
means to pick any of the differ-
eiy methods that are suitable to
your firm, to your personality, and
to your locality. What is one
man's meat is another man's poi¬
son. Don't try to copy somebody
else's prospecting methods unless
you believe that you can adopt
them successfully. It is like try¬
ing to wear the other fellow's hat
or suit. It may not fit. You can

adapt any good prospecting pro¬
cedure to your personality if you
believe it is suitable. Here are

just a few of the best means of
building up prospect lists.
First of all are the names you

get from satisfied clients; some¬
times referred to as-radiation.
This experience by the way is one
of the outstanding evidences of the
fact that investors prefer mutual
funds. They not 'only buy again
and again and again, but most of
them -will give you names of
friends and acquaintances. An in¬
vestor will rarely recommend an
individual issue because of the
risks involved but he will gladly
recommend a sound program of
mutual funds because of the ad¬
vantages and safeguards and his
satisfaction. '• Do a good job in
planning programs for your cli¬
ents initially and they will keep
.you well supplied with lots of
names as well as give you repeat
business.

For the salesman who has to
start from scratch and who has
no clients, here are a few methods
of prospecting that have been
used successfully by .firms and
salesmen throughout the country.
Advertising in newspapers is one,
of course. The success of this sys¬

tem depends upon the copy and
fhedia. Some excellent advertise¬
ments have been prepared by
leading stock exchange firms, spe¬
cifically by Arthur Wiesenberger
& Company, and made available
through their Dealer Service.
Here you have the advantage of
knowing that such copy has been
well written and approved by
competent legal counsel.
Every new salesman should

make himself up a super Christ¬
mas card list putting on the
names of all friends and acquaint¬
ances as well as everyone he
meets. This list should be kept
alive by cutting off the dead wood

(Continued on page 36)
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With Mutual Funds

#nd continuously
names. Good lists are aiso , ob¬
tained from memberships of clubs
and associations. Special lists can
toe made up of doctors,(lawyers,
army or navy officials,, scnooi
teachers, etc. Another good way
is to use stockholder or bono-'
holder lists. Make sure that they
are up to date by checking them
through your local directory or
telephone book, as many lists are
out: of date. The best type of
stockholders' list is one where the

•particular security is in an ad¬
verse position and should prob¬
ably U disposed of. You can do

. a real service to investor s by get+

ting them out of poor securities in
exchange for the protection and
other advantages of mutual funds.
Another good idea is to take
names off the directory in office
buildings. The people so listed
are at least alive and usually ex¬

ecutives of corporations in tne
building. You can then send one
or two small mailings to such
names and loilow them up with a

call in a few days.> Don't send
out material to more names than

. .you can conveniently follow up
within a week. , > , v (
Remember that all prospecting

■methods are merely that,—they
are for prospecting only. You can¬
not sell mutual funds by mail and
the salesman who over-empha¬
sizes the power of advertising or
■mail effort will find that he is

leaning on a "rubber crutch."
i In selling, time is your greatest
[ asset, so that prospecting, if pos¬

sible, should be segregated in con¬
venient localities and each day's
work planned to keep travel to a
minimum. Plan your work so that
most of your hours can be spent

•

in the presence of a prospect or
client. No prospecting method is

'

any good if it does not lead to
five or ten interviews a day.
Hemember that the purpose of
-prospecting is only to take care of
Step Number One, that of getting
Attention.

■ : We now come to Step Number
. Two of the sale which is to create

jfnterest, and this has to be done
with a good presentation of your
product or service. There is no use

going into the presence of a pros¬

pect unless you know what you
are going to talk about and can

interest the prospects that have
been developed through Step
Number One. Far too many pros-

< pects are developed only to be
...spoiled by a poor or inadequate
presentation. A good sales pres¬
entation cannot be made unless

you are thoroughly conversant
with your subject and have an

equally good grasp of sales psy¬

chology. Many large sales organ¬
izations insist on the use of what
is known as "canned" sales talk.

JLong experience of top-notch
salesmen is used to develop an

organized sales talk that gets re¬

sults. These "canned" talks are

refined to a point where they re¬
sult in the greatest number of
sales from a given number of in¬
terviews. Many good salesmen will
tell you that they don't believe in
canned talks, yet if you were 16
listen in on 10 of their presenta ¬

tions you would find that they
were saying practically the iden-

, tical thing each time. They have
developed a sales talk which is

orderly and convincing and brings
them a high average of sales..

Only a few months ago I had
the pleasure of hearing a talk at
the Sales Executives Club in New
York by Mr. Vincent Riggio,
"President of the American
Tobacco Company. Mr. Riggio re¬
ceives the largest salary paid to

. any sales executive in America.
His talk was very brief and very
simple. He gave his three prin¬
ciples of selling. The first was

(Continued from page 35)'
adding , new man could be successful who was

not absolutely honest with him¬
self, .his company, and his cus¬
tomer. His second point was the
necessity of knowledge of the
product. He believes in the canned
sales talk and insists} that all
salesmen in the American Tobacco

Company use a canned- talk. It
seems that when Mr. Riggio
started out as a salesman, he
worked for days and never got a

salg. He knew he was representing
the best company of its kind with
the best., products, and he „was
talking to people who should be
good customers. He was smart

enough to blame ■ himself and
realize that he must be saying the
wrong things. He told us that ha
locked himself up in a hotel room
and studied the company's prod¬
ucts thoroughly, then worked out
a sales presentation based on the
advantages of the products to the
dealers and their customers. He

practiced his sales presentation in
front of a mirror until he got it
letter perfect and only then did
he go out again and talk to pros¬

pects. The very first day he closed
a large number of sales and with¬
in a relatively short time was a

star salesman for the American
iobacco Company. His position as
President of this tremendous com¬

pany is evidence that good sales¬
manship knows no limits. *

So, in this second step of creat¬
ing interest in mutual funds, it is
important to pound home the ad¬
vantages of mutual funds. By this
I mean the advantages to the
buyer, and I most assuredly do not
mean to tire him out with a lot
of wearysome statistics that some
analyst has spent many hours
compiling. Your prospect is inter¬
ested in hearing what the mutual
fund will do for him and not how
it is done. Talk about researched

selection, proper diversification,
tiie importance ; of continuing
supervision, and the value of trust

company facilities for the care of
securities and the carrying out of
functional details. Remember that
today most Americans are un¬

fortunately"* losing some of their
pioneer spirit. They arc more in¬
terested in security than they are
in opportunity. Therefore, the
safety factors should be stressed
—the dependability of income—
the investment quality; the fact
that the mutual fund adds the
priceless ingredient of dependa¬
bility lo the investment goal or
purpose. The investor gets a pro¬
fessional job—as well as a con¬

venient investment. This, the sec¬
ond step of interesting your pros¬
pect, is best done by convincing
him that the shares in a mutual
fund are a sound and desirable
method of owning securities.
I know that some of you have

been wondering what Mr. Riggio's
third princ'ple of selling was. You
will recall that the first was integ¬
rity and the second knowledge of
the product, therefore the canned
sales talk. I have delayed telling
you because of its unpopularity.
His third principle is Work—mak¬
ing the calls. Some people don't
like this third point but there is
no salesman yet who has been
successful for any sustained period
who does not learn how to work
and work hard, so don't kid your¬
self.

^ By this stage the prospect is
interested and presumably he un¬
derstands and has confidence in
the mutual investment fund. We,

therefore, come to Step Number
Three, that of creating desire. No
one is going to buy anything
whether it is a motor car or a

meal unless desire for the article

has been aroused. The prospect
has to be made to want to possess

integrity. He said that no sales*- the Thing";that is offered to him1

and this is Step Three in the sale..
Desire Pas to be aroused witn at
detinue proposal, suggest a defi¬
nite purchase to meet a specific
purpose of the particular prospect,
it is pointless to expect a man to

ouy something uniess he has a
mood for it or a desire for it. ; , ,

It is at this point where the sale
of mutual funds differs so greatly*
from the orthoaox selling of indi¬
vidual issues. In tne good old days
of the investment business, tne;
men who contacted investors were
first of all analysts and secondly
*alesmen. They studied economics
md finance and usually went

through a six-month course with
iome large underwriting house.
I'ney were taught to reao balance
heets and analyze statements and
-,alk wisely on investment affairs.
;he reason for this was that secur¬
ities were bought mostly by instil
.utional investors or sophisticated
ndividual investors.' Prior to the
end of World War Number One
a very small percentage of the
American population knew any¬

thing about securities or bought
them; The sale of Liberty Bonds
provided a kindergarten school
for millions of people who were
later to become investors. Unfof4

tunately, a great many of these
learners lost their money in the
1929-1932 crash and consequently
lost their confidence. The fact re-

rrifins, however, that the individ¬
ual in the investment business who
is entrusted with the job of con¬

tacting the public is too oftfen long
on technical information and short
on the knowledge of human rela¬
tions and salesmanship. It is im¬
portant to remember that you are

selling securities to people and
that these people buy securities or

anything else in order to satisfy
a human desire.

Average Purchaser Not Familiar
With Mutual Funds

One of the fundamental differ¬
ences in distributing individual
issues to sophisticated investors
and selling mutual funds /to the
average layman or smaller inves¬
tor is that in the one case you can

make an offering of securities
with which the prospect is famil¬
iar and will buy what he wants.
In the second case the average

purchaser of mutual funds is not
familiar with them and should not
be asked to make a decision as to
which one he wants to buy. He
usually- does not know anything
about any of them and if he stud¬
ied the prospectuses of half a

dozen, he would become a neu¬

rotic in a week. What I am trying^
to say is that you can give your
purchaser the choice if he is fa¬
miliar with what he is choosing
from but if he is not familiar then

you have to select one and sell it
to him.

For example, anyone is perfect¬
ly capable of selecting his own
suit. He knows what they are
and he knows what colors and

styles he likes, so the selection
can be left to him. You can give
anybody a menu and he is per¬

fectly capable of selecting his own
meal. On the other hand if you

are in foreign country and you
could not read the menu, you
would probably prefer if your
host would select the meal. So
it is with securities. A trained
investor is capable of deciding
whether he wants to buy Tel. and
Tel., General Motors, Chrysler,
Kennecott, etc. He is familiar
with the names, the companies,
and their businesses and thinks

that he is ^capable of making a
selection. Bu^ if you go to most
investors and ask them to make a

selection in Keystone B2. or

Equity Fund, Wellington Fund.
National Stock Series, Affiliated
Fund, State Street, they probably
v/ould not know what you are

talking about. You are asking
them to make a decision among

half a dozen things with which

they are not familiar and if you

try to inform them about these
•

half a dozen you might do a good

job of education but a mighty
poor selling job.' Any time tnat
you expect a buyer to make a

decision about something with
which he is not familiar you nsx
the deferring of that decision and
the postponement or loss of the
sale. It is your job to diagnose
the investor's problem, under¬
stand his circumstances and in¬

vestment needs, and then pre¬
scribe the fund or program of
funds that he should have. Tell
him that you are recommending
the fund or program,, what it
will do for him, not how it will
do it. In other words, sell the
sizzle and not the steak and talk

convincingly. You can t make a

living in the sales business by
posing questions or by being an

educator. If you make a definite
offer to an investor of a particular
fund or program and clearly pre¬
sents its character and advantages,
you will either get a sale or the
investor will tell you why he does
not like it. When he gives you this
information you then are able to
make a second offer and one thai
will suit not only his purpose but
his preferences. Whatever you do,
don't offer him the choice as usu¬

ally he will not know enough about
the different funds to be able to

make an intelligent decision.
At this point let us discuss for

a minute why it is necessary to
have so many types of funds. We
must realize that people buy both
goods and services to satisfy not
only their needs but their personal
preferences. N e e ds are fre¬
quently decided by circumstances
over which we have no control,
But preferences are personal so
that when we purchase something
we need, we usually buy a type
of that something which satisfies
a personal preference or desire.
As an example, let us take cloth¬
ing. We need clothing. That
need has been prescribed by cli¬
matic conditions, by decency, and
if that is not enough, law steps in
and takes over so we wear cloth¬

ing. But when we shop for cloth¬
ing we are not shopping to satisfy
the need but to satisfy our pref¬
erence. For example, in this room

today it is quite unlikely that
there are two men wearing suits
made from the same bolt of cloth.
Our shirts are different, our ties
are different—some of them are

gosh-awful. Even our socks,
shoes, and shorts are selected to
satisfy a preference rather than
merely to take care of a func¬
tional requirement. The same is
true in everything else we buy;
furniture, homes, food, automo¬
biles. Someone buys a two-door
sedan because he claims that if
he puts the kids in the back of a

four-door, they open the doors
and fall out. The other fellow

says he does not care if they do
fall out. Some people like con¬

vertibles, others claims that they
are dangerous when you roll over
in them. Of course, I roll over in
bed, not in my car so convertibles
are all right with me. The point
I am trying to make is that the
company, or the man, or woman
who is going to be most success¬
ful in business is the one who can

satisfy the preferences of the
greatest number of people while
at the same time fulfill the need
for the particular purpose.

We have the same situation in
the investment business. Practi¬

cally everybody has some surplus
money, but what they do with it
depends upon their own personal
needs and preferences. What one
man is buying the other is selling.
One man has practically all of his
assets in insurance, the other fel¬

low buys no more insurance than
to cover his minimum necessities.

Somebody puts all the money in

government bonds and the next
fellow has none of them. Surplus

savings develop a need for some

place to put them. Personal pref¬
erences decide what that place or

piece of paper will be. You in the
investment business have got to

be able to satisfy preferences as

well as take care ox hefeds. '•f:

Confusion of Client by Statistical
; j)ata

.

In the mutual fund*'business
there is supervised portfolio to
meet aimosc any investment re¬

quirement.; The proper combina¬
tion of such portfolios can be used
to construct, an excellent invest¬
ment program to suit almost any
investment purpose. It is your

job ana responsibility to use the
proper funds and the proper per?-

centages to construct investment
progiams suitable for your par¬
ticular, clients. It is for this rea¬

son tnat under our own National

Securities Series we ■ have 21 :

Series; 21 different supervised
portfolios that can be used by the
salesman to efficiently supervise c
a client's account. There is every- -)
thing from Institutional Series.
the hignest grade balanced fund
in America; to Low-Priced Com¬
mon'.'Stock Series designed for
maximum; market velocity. At
this point I would like to comment
briefly on the current misunder¬
standings and misuse of so-called
performance records and ; com¬

parative indexes and charts. These
records or comparisons are being
put out in increasing numbers by
publications that know little about
the mutual fund business and
much less about how to sell funds
to the public. Also, some very
well meaning and intelligent an- .

alysts within the investment bush-/:
ness spend hundreds of man hours
getting up complicated tables of
statistics to prove that Fund A is
better than Fund B. To my mind,;,
most of this kind of work is1 not

only useless but is often, mislead¬
ing and vastly confusing to both
the salesman and the client. The
investor is being told that mutual
funds offer many advantages; then ;
he is being given a mass of sta¬
tistical data to prove that only;
one fund should be bought by him
and most of the others fall by the
wayside. This may be good sta¬
tistical effort but it is bad sales-,
manship and, furthermore it is
virtually meaningless. I will give
you one brief illustration to show
what I mean.

,

We; as well as some other
sponsors,/ publish monthly a sta¬
tistical data sheet. "One of the
items shown on this sheet is the

percentage of fluctuation between
the low and the high of each fund.
At the persent time we are carry¬

ing this figure for the years of
1948-1949 to date. This spread
between the high and the low
in one fund is 7% and in
another fund it is 67%. ; Are you

going to tell me that these
figures are the result of man¬
agement? • Obviously manage¬
ment has little to do with it. The
variance is caused almost totally
by the market action of the par¬
ticular grade or type of security
and there is little that manage¬

ment can do about it. Unfortu¬

nately, too, the use of past records
frequently lead to losses. If you

buy the issue or the group of se¬
curities that has done best for
the past few months or a few
years, you might conceivably have
good results, but the chances are

high that the pendulum is about
to turn and you will be buying
the security that will do badly in
the ensuing few months or few
years. This is fact and not theory.
Ask any management of mutual
funds and they will tell you that
they get by far the largest vol¬
ume of sales in their speculative
groups at or near the tops of bull
markets. Similarly, the largest
volume of business in defensive

type funds is done at or near the

bottom of bear markets. The en¬

suing trend is usually unfavorable
to such purchasers. .

Regardless of the correctness of

the statistical .data of-compari^

sons, or discussions of this type,
I reiterate that it is a bad sales

approach. Only sophisticated irt*-
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vestors buy securities on techni¬
cal and analytical data just as

only engineers and technical men
buy an automobile based on a

study of the engineering construc¬
tion of the engine and chassis.
How many people who buy a car
care about the width of the bore,
length of the stroke, the capacity
of the carbureter or the distribu¬
tion of the electrical system. Any
so-called salesman who tried to
sell the average automobile buy¬
er with a discourse on such tech¬
nical matters would hardly be a

good provider for his family.
V Of course some orders of mu¬

tual fund shares are procured on

presentation of technical data, but
the percentage is small and the
average man who works along
these lines is not likely" to be
successful. One of the large
houses has a mutual fund depart¬
ment headed by a very technical
-"sales manager who keeps his men

supplied with an array of tabula¬
tions and comparisons. Their ad¬
vertising brings in hundreds of
inquiries but the sales are rela¬

tively few. The reason is obvious
4;to .anybody with a modicum of
.experience •in selling. Compa¬
nies like General Electric, Ford,
General Motors, and in, fact all
rlarge companies have their sales
departments headed by experi¬
enced sales executives and not by
engineers. Mutual funds have to
be sold by salesmen and not by
analysts and statisticians. We all
have a function and it is impor¬
tant that round pegs be in round
holes and square pegs in square
holes. /

There is only one way to sell
mutual funds successfully and that
is to convince the buyer that he
needs these: funds because they
will solve his investment prob¬
lems. People are interested in
themselves and have little interest
in the opinions or the likes and
dislikes of the salesman. Again I
say, you must sell the sizzle and
not the steak. Sell mutual funds
because of the safeguards; the de¬
pendable income; the conveni¬
ence; the protection to the family;
for financial security; or to pro¬
vide money to buy or build a

heme; or take a trip to Europe;
or educate the kids, or whatnot.
Sell what the funds do and not
how they do it. * .

-- The most - successful seller of
securities in the world is giving
the investment business terrific

competition.- He is draining off a

tremendous amount of our clients'

money which was formerly avail¬
able to finance the free enterprise
system. This competitor for the
public's savings is selling a se-

'curity good for one purpose only.
He is getting the business not be¬
cause of the statistical data sup¬

porting its safety, but because of
his sales methods. Your competi¬
tor is using the best selling pro¬
cedure that has ever been de¬

veloped and he is making mon¬

keys out of lots of us. I am. re¬

ferring to Uncle Sam selling his
government bonds. The war is
over dnd the ^necessity to buy
these bonds to protect our coun¬

try no longer exists. -The sales
arguments have been' changed
along'with the sales psychology.
The bonds are now being sold on

other emotional appeals, definite¬
ly not on statistical data. If gov¬
ernment bonds were sold on bal¬
ance sheets, profit and. loss state¬
ments, analyses of budgets or
comparisons. I doubt whether the
sales would be one one-hun¬
dredth of 1% of what they are.

What if a prospectus. had to be
used and what if it had to have a

footnote stating for example that

money was appropriated to re¬

pair ships that did not exist, or

that a government bureau had
mislaid $400 million and could not

account for it, or that part of the

money was to be used to educate

;Communists. Can you imagine a

prospectus on a United States
Government Bond? Can you im¬

agine how many bonds would be j be insistent to get what you want! business is in about the same place
sold on such a presentation?

Advertising Material
I have here some of the adver¬

tising material that is being used
by tne Treasury Department to
sell government bonds. It is not
necessary to discuss the pros and
cons about the bonds. They are

unquestionably the safest govern¬
ment bonds in the world today.
No one has any doubt but that
the bonds will be paid at ma¬

turity to the last cent. Until now
the only losses suffered by pur¬
chasers of government bonds
have been losses in purchasing
power, but that is another story
for another day. Look at these
posters and this material. Every
one of them pulsating with heart
throbs. Security for your home;
peace; education for your chil¬
dren; $4.00 for every $3.00; a trip
to Europe; building a home, etc,
etc. No explanation of how it is
done, no balance sheets, no state¬
ments, just promises to satisfy
human desires. That, my friends,
is salesmanship—super-salesman¬
ship!":
If you want to sell mutual funds

successfully, ; you have to \ sell
them to people because they will
bring a higher income than in¬
terest rates or a more dependable
income than individual securities
or an ' opportunity for capital
growth or safeguards through op¬
erating procedure and bank trus¬
teeship or money to satisfy the
human desires to buy the things
they want. To sell successfully
you must stimulate a human ap¬
petite or desire and then provide
a means to satisfy it. That is the
Third Step in the making of a
sale. The arousing of desire
which can be satisfied by the
product or service offered.
Our Fourth Step is Action. This

means getting the sale. All that
has gone before is valueless if the
business isn't closed. Running
around digging up prospects,
pouring over pages or volumes of
statistical data, telephone calls,
desk work, mailings, advertising,
it is all fruitless if you don't close
the business. So that Step Number
Four, or Action, is just as impor¬
tant or more so than the three
that go before it. A salesman is
rated not by what he knows or
what he says or who he is, but
by the volume of business at the
end of each week or month. ,

Well the question is how do you
close the sale? The most important
rule and the best one is to ask
for the business and to keep ask¬
ing for it until you get it. Some of
the old-time sales managers

trained salesmen to shove a peri
in the buyer's hand to get him to
sign on the dotted line. Whether
this is* actually done or merely
suggested, the fact remains that
most sales are lost because the
salesman is afraid to ask for the
business. He does a good job up
to the close and then he walks out
on his previous work. There is
always a time to ask for an order
and it is only after Step Number
Three when desire has been
aroused.^' If you stimulate ; an

appetite that is the time to satisfy
it and not wait for it to cool off.
Ask for the order. Here is a little

poem that somebody sent me., It
is called the "Secret of Closing
Sales."

"He asked if she ever could love
• him.

She answered him, no, on the
spot. ;

He asked if she ever could love
; him.

She assured him again she could
not. '

"He asked if she ever could love
him. '■ ■

She laughed till his blushes he
hid. '

He asked if she ever could love
. him.

By God, she admitted she did."
—Bradford.

This rather cute little poem just

if you have made your case. On
the other hand, if you have not
aroused desire, the close may not
work. It is then necessary to go
back and restate your principal
•arguments; restate the appeal to
the particular prospect, whether it
is the amount of income, the de¬
pendability of income, the safety
factors, the opportunity for growth
in capital, the building of an es¬

tate, or the provision of funds to
satisfy some desire on the part
of the customer. Plead for him
and his family. Your prospect has
no interest whether you make the
sale or not, or whether you make
a commission or not. Your profit
is the by-product for having done
a service for him. If you can make
him see that you are going to
help provide him witn some¬

thing he wants, then you will
get the sale. But ,no matter
how ••■ well you have kindled
desire, you probably won't get the
sale until you ask for it. He will
buy if he has been sold and if he
is convinced that it is the right
thing for him. Hammer home the
advantages and again ask for the
sale. ■■

, . - :v :■ f
- Before closing I would like to
say that I am ; often asked for
some plan ;or r scheme that will
save making calls. Of course, as
we pointed out under Step Num¬
ber One, intelligent planning
makes easier working. Good pros¬

pecting and a well-planned sales
talk will increase your average
size of sales and number of sales,
but there is no synthetic for work.
You have to make the calls. You
will recall that even Mr. Riggio of
the American Tobacco Company
named work as one of his three

principles of selling.
The mutual fund business is just,

at the point of its greatest de¬

velopment. A tremendous amount

of hard work has been done and

public acceptance is beginning .to
be realized. The mutual fund

today as the life insurance busi¬
ness was 30.. years ago. For this
reason I believe that there will be

larger incomes and a bigger fu¬
ture in the next 10 years for men
who become sales experts than
for those who are investment ex¬

perts. - — / ' ;

One more hint. Don't sit around
the back room and criticize the

shortcomings of funds and their
managements. Nothing that " is
ever done or made by human
beings is perfect and no business
is ever developed by kicking
about the weaknesses. The auto¬
mobile business is the biggest
single economic force « in the
United States. It does more to

support our economy than any
other one business.: Are auto¬

mobiles perfect, or do they have
short-comings? . Let - me '• remind
you that all automobile companies
advertise their service stations. If
the cars were perfect they would
not need service • stations. The
same is true of everything that
lis made, and of all services of

people; doctors, lawyers, or anyt
body else.-There is nothing con¬
structive in sitting around criticiz¬
ing imperfections. You can't he
a cynic and a salesman. There
is such a thing as, •,constructive
criticism but that work should be
left to the technicians and not
those in the firing line. If you are

going to be a salesman, believe in
what you are doing and be con¬

structive, One last, word. If you
want to be really happy as a
salesman you have to have finan¬
cial security yourself. The best
advice I can give you after having
been in the investment business
for 30 years and the mutual fund
business for 22 years is that you
take a certain percentage of your
earnings each month, and pay it
into a National Investment Pro¬

gram. You will build your own

financial security and not lose

your savings

security markets

to out-smart

Government Regulation
Of Securities Marketing

such association was formed in
1939—the National Association of I
Securities Dealers—and to date
(that being a national organiza¬
tion taking in most of the secu¬

rities dealers in the country) no
other association has been formed.
The Maloney Act gave an eco¬

nomic sanction to the Association,
over its members. This was the
"power behind the throne," which
makes it possible for the Associa- J
tion to enforce discipline on its
membership. Actually the NASD
has had little trouble in the en¬

forcement of its rules and regula- 1
tions because of this power to'
discipline.

' ' ' *

National Association of Securities*
Dealers

The Charter and By-Laws oi
the National Association of Secu-1
rities Dealers reads very much like
those of the Exchange; it is or¬

ganized to promote high stand-**
ards of integrity, fair practices of.'
trade, and has the authority to
see that these standards are main¬
tained. That they should be
maintained is a matter of self-
interest to all in the business. We
must protect the fruits of savings*
if We are to continue in business.
Nothing must be permitted which.
Would hurt savings or make sav-"
ings less attractive, because the'
free flow of savings into industry*
has made this country the greatest'
on the earth and produced the
highest, living standard in the
world. "V ..

is, offered. By so doing the think¬
ing of the original Congress
wnich passed this Act in 1933
would be fulfilled.

Cooling Off Period : ;

That is the essence of the Secu¬
rities , Act of 1933; it prohibits
forced sales or pressure sales of
new issues on the effective date

by providing for the 20 day cool-
ing-off period. It does make
available for those who are in¬

terested, and who have the abil¬
ity and the technical knowledge
to interpret all the information
requested; and it does regulate
the sale of new securities by pro¬

viding that the registration state¬
ments must be complete in every
detail. J"'*. ■ > V*

SEC Neither Approves or

Disapproves Securities

The SEC has great powers in
this respect. But when the regis¬
tration becomes effective, the SEC
neither approves or disapproves
the security. During the period
of registration the SEC has the
power to make complete inves¬
tigations, if not satisfied with the
information the company has
presented; or if they have any
doubts as to the correctness of
the information they may sub¬
poena witnesses, call for papers,
books, records or anything they
wish to inspect. They may issue
stop orders. Generally speaking
therefore when an issue becomes

effective, so far as the Commis¬
sion knows, the prospectus in its
final form does give the investing
public the correct information
and correct data on the issue.

* (Continued from page 13)

public against-' a great many du¬
bious flotations which otherwise

might have been made. This same

publicity has acted as a deterrent
to promiscuous promotions, and to

That legislation has taken care
illustrates the point that you must of new issues; it has protected the

Importance of Individual Savings
; To Capitalism

The " importance of savings is
not only to the person who has
saved the money.; It is important
to him, of course, because he is
someday going to utilize his sav¬

ings to meet a future need for

cash; but savings must earn a

reasonable rate of return if they
arc to be put to work. They are
■also" important to the person who
works. There are many varying
figures; but I believe today it re¬
quires upward of $6,500 of savings

make a job for one employee.
The essence of what I have said

is that the securities industry
%[ within itself, and with the powers
that have been granted *; to it;

* under the Exchange Act of 1934, ;
and the Maloney Act of 1938, and
with, the supervisory control of
the SEC has reached a high plane
of professional, moral and busi¬
ness ethics; and it certainly is the.
intent of all of us in the industry-

excessive fees,, etc. The Act of
1933,; however, only covered that ' , ...... ,

part of the over-the-counter marN to keep it on that plane,
ket concerned with the original
sale of new issues. It does not
control the continuing market for
securities not listed on the Stock

Exchanges.

Over-the-Counter Markets

These "o.t.c." trades exceed by
far the total number of transac¬
tions which take place daily on
our Exchanges—U. S. Government
bonds, and the stocks of our lead¬
ing banks and insurance compa¬

nies, and many other corporations
of a size not quite sufficient to
warrant the listing of their secu¬

rities on an Exchange being
bought and sold in the over-the-
counter market. ?;

During the period of 1938 the
SEC had an opportunity to watch
the operation of the various Ex-
chnges, and how they exercised
control over their members' busi¬
ness. They were sufficiently im¬
pressed with the manner in which
this control had been exercised to
recommend a similar control for

the over-the counter markets.

Maloney Act

In 1938, after many years of
study, the Maloney Act was

passed as an amendment to the
Securities Act of 1933. It provided
for the formation of associations
of dealers, national in character,
or regional,1 with power to regu¬
late the business and control the
conduct of their members. One
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Tomorrow's

Markets

Walter Whyte
Says—
By WALTER WHYTE:

Market sell-off will increase
number of bears. When
enough come in, there'll be
buying opportunities. Until
then remain on sidelines.

When I wrote last week's
column I had no idea the mar¬

ket would be down before the
next column was written. I
knew that it didn't look any

too good and I said so in no
uncertain manner. But when
the signals would become ob¬
vious, I didn't know. I might
belabor this point a lot more.
I might devote more space to
telling you how wonderful I
am. The trouble is that it will
come back to plague me some
future day. So I'll let the
whole thing drop.

* if -f ■ ' •'

Last week (I think it was

last week) I hazarded an ob¬
servation that a market that
would i go up on bad news,
would go down on good news.

sjc if if

The settlement of the vari¬
ous steel strikes, was I sup¬

pose, in the category of "good
news"; at least that was the
consensus of opinion.

I derided statements attrib¬

uted to various oracles thaL
we were in a new era I havP ClinfOII MOUSfrieS
heard such statements before.
When I first read them in
1929 I was naive enough to
agree. I have learned a lot
since then.

*

In the last few years there's
been a large increase in the
number of Dow Theory ad¬
herents. In case you're one,

through 178.04 and the rails
through 45.39.

if if if .

So it appears as if the mar¬
ket were between two grind¬
stones. And any time that
happens I prefer to be on the
outside looking in. o

if if if

There's little to be done in
the immediate future for
readers of this column who've
adhered to the advices ap¬

pearing here. When tape ac¬
tion shows possibilities of im¬
provement, you'll be notified
accordingly. Until then, keep
your money intact and let the
other man worry for you.

if if if

; As of last week you were

long of two stocks, American
Smelters, 45-46, stop 47; and
Denver Rio Grande 22-23,
stop 26. At this writing the
former was at 48 and the lat¬

ter at 27. Should either of
these go below the stop levels
they become automatic sales
at the market. '

... * V * * "'M'

R.L.B. Miami, Fla., says "I
understand you do not advise
short selling in your col¬
umn. . . ." The only reason I
don't is because there are too

many obstacles. The chart he
enclosed is very interesting.
More next Thursday.

—Walter Whyte.
[The views expressed in this

article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

Bank Credit Policies in Coming Year

here's the latest dope. Both,/ Proceeds from the sale of these

averages have been in a minor
downtrend since the end of
October. For these to show a

major reversal, the industrials
would have to go through the
192.96 figure while the rails
would have to penetrate 49.77.

■

j In order to indicate a sec¬

ondary downtrend the indus¬
trials would have to go

PftL on Market
Offering of 50,000 - shares ,, of

4%% cumulative convertible pre¬
ferred stock of Clinton Foods,
Inc. (formerly Clinton Industries,
Inc.) was made Nov. 16 by a

banking group headed by Merrill
Lynch, Pierce, Fenner & Beane
and Newhard, Cook & Co. The
stock is priced to the public at
$100.50 per share.

Pacific Coast

Securities

„• Orders Executed on

/Pacific* Coast Exchanges ;

Schwabacher & Co.
1 Members

New York Stock Exchange
JNtm York Curb Exchange (Associate)

.? San Francisco Stock Exchange
■ Chicago Board of Trade 4

14 WaJI Street New York 5, N. Y.
POrtlandt 7-4150 /Teletype NY 1-928
Private Wires to Principal Offices

San Francisco—Santa Barbara

llonterey—Oakland—Sacramento
Fresno—Santa Rosa

shares and other funds will be
used to retire long- and short-
term debt and to increase work¬

ing capital. The acquisition of
Juice Industries, Inc., in January,
1949, and4 certain assets of the
Wm. P. McDonald Corp. in Sep¬
tember, 1949, have greatly in¬
creased the productive capacity
and sales potential, and it is now
estimated that sales of citrus

products and frozen foods for 1949
will b'e approximately four times
1948 sales.

The new stock is convertible at

any time up to and including the
third full business day prior to
redemption, into common stock at
the conversion price of , $33V3 per
share. It is redeemable at any

time at $104!^ per share plus ac¬
cumulated dividends, on or before
Dec. >31, 1950, and lower prices
thereafter.

Clinton Foods, Inc., is the suc¬
cessor to a business commenced in
1906. The company believes it is
now the country's third largest
manufacturer of corn products
and the second largest distribu¬
tor of frozen foods of which
frozen orange juice concentrate
represents a substantial part. The
manufacture and sale of citrus

products and frozen foods are

continuing to expand rapidly and
are becoming increasingly impor¬
tant. A. subsidiary manufactures
chip board container partitions.

(Continued from page 6) j be these: first, to determine
one of more inflation, not defRp' whether or not the proposals can
tion. "?*■>
One of the 11 points in the pro¬

gram was a renewal of the pro¬

posal to give the Federal Reserve
enlarged powers over reserve re¬

quirements. The banking industry
opposed this. State associations
and the ABA were outspoken
against the legislation. It was our
belief that inflation was no longer
the i p r o b 1 e m. This legislation
would not have been effective in

dealing with either inflation or

deflation, and we so testified be¬
fore Congress.

Expanding Government Lending

By mid-year4, the Administra¬
tion reversed its earlier views.
P'ear then developed in Washing¬
ton that a serious recession, if not
a panic, was in the making.
Among many other proposals to
avoid this assumed depression,
there were several to expand the
activities of government lending
agencies. A bill was introduced to
double the lending capacity of the
RFC to a total of $5 billion. This
bill would also have eliminated
the 10-year maturity limitation
on the RFC's loans to business.
Another bill, known as the Full

Employment Act, proposed that
the RFC be authorized to. ad¬
minister a capital development
fund of $15 billion. This fund
would be used for loans to busi¬

ness, cooperatives, and public
works authorities. Still another

bill, titled the Economic Expan¬
sion Act, was discussed. This bill
would authorize the Secretary of
Commerce to guarantee bank
loans to business or to make di¬
rect loans to business. > r'V.Vi'-
These bills were all evidence of

an abrupt change in official
thinking. In January, it had been
proposed that bank credit expan¬
sion should be restrained through
increased powers over reserve

requirements. On the other hand,
by mid-year it was being urged
that government lending agencies
should be authorized to expand
credit by many billions of dollars.
Representatives of the ABA testi¬
fied against the proposed expan¬
sion of the RFC's lending capac¬

ity. They informed Congress that
the banks are willing and able to
take care of the credit needs of

business and industry. They
pointed out that the banks follow
flexible and adaptable credit pol¬
icies. They also pointed to the re-
nort of the President's Council of
Economic Advisors in July, which
stated:

.

"Business credit is in general
available in ample amounts and
on flexible terms, and there is no
evidence of serious banking pres¬
sure on borrowers to liquidate
their loans."

Although none of these bills to
increase the lending activities of
the government was passed by
this session of Congress, we may

expect them to be revived in later
sessions of Congress. Also during
the coming year, there will again
probably be discussion of several
legislative proposals concerning
bank reserve requirements. There
may be explorations by Congress
of the Uniform Reserve Plan.
This plan would eliminate central
reserve and reserve city classifi¬
cations and adjust upward the re¬
serve requirements > of country
banks. All banks would have uni¬
form reserve requirements, but
there would be separate require¬
ments for their interbank demand
and time d e p o s i t s. The plan
would

_ also make changes in the
form in which reserves may be
held, and would include vault
cash as reserves.

State and national banks, state
supervisors, state r associations,
and the ABA should and will give
very serious consideration to all
proposals affecting reserves. This
vc p vital area in the control of

'banking. Qui\ guideposts should

4 soundly and effectively achieve
the ecnomic and monetary aims
claimed for them; and second, to
make sure that they would not
result in an unwarranted and un¬

desirable centralization of bank¬

ing authority or disrupt the dual
.system. ■ '■ ...■ y '{■ v.

Through the years of my own

banking experience, I have al¬
ways been greatly interested in
the fact that a banker's main job
is to bridge the gap between past
experience and future probabili¬
ties. In doing so, he provides
credit, and so takes the financial
'risks for his community. That is
the reason why he is in busi¬
ness. It is also the main justifi¬
cation for chartered banking.

, Sights Set for Year Ahead /

/ Bankers are obliged now to be¬
gin to set their sights for the year
Lhat lies ahead, f ew, if any ox us,

were surprised by the downtrend
in business after the first of. this

tyear. We regarded it as something
,io be expected. It was an inevi¬
table and necessary readjustment
after a nine-year upswing in
business, the war, and its after¬
math of inflation. In many re¬

spects, it has been a very healthy
development.
Three aspects of it have been

very interesting, and very impor¬
tant to our thoughts about the
future. The first is that it did not

quickly develop into a b!road,
deep recession. Essentially, it has
been an indusfcry-by-industry re¬
turn to competitive business life.
One after another, many busi¬
nesses^have under g on e fairly
rapid downturns, followed by re¬

covery to sSfe levels.- There has
been no hard and simultaneous
contraction of all business and in-

■ dustry. /V" ■ ■ '~"7
v: Second, industry, agriculture,
and the economy as a whole have
shown fundamental soundness.

This has been a result of long
alertness and preparation by
many business men and farmers
for the inevitable day of readjust¬
ment. They had accumulated re-

seives during the good years.

They avoided .heavy debt com¬
mitments that could have played
havoc with their capital position,
and liquidity when the downturn
came.

The third important fact is that
the recession has not been com¬

plicated by money or credit diffi¬
culties. The banks continued to

make adequate credit available.
The decrease in bank loans out¬

standing that has taken place has
resulted from lessened business
and agricultural demand foi¬
lcans. It has not come from un¬

willingness of banks to lend. V
With these three aspects of the

recession in mind, banking looks
toward shaping its credit policies
in the year that lies ahead. In¬
dividual banks naturally adjust
their lending policies to meet the
needs of individual business and

agricultural borrowers in their
own communities. Banking as a

whole, how.ever, can take a
broader view.
The first consideration is that

adequate credit will continue to
be needed by business men, farm¬
ers, home buyers, and consumers.
The banks are in business to pro¬

vide it. There is no reason to be¬
lieve that-business developments
of the past year have injected
any undue amount, of risk iri the
credit picture. Aggressiveness by
banks in seeking cut sound loans
and borrowers may well, receive
more emphasis now. The banker's
unwritten, double obligation to
his own industry and to his com¬

munity is still unchanged. This is
to seek out sound loan opoortun-

ities, arid to find ways and means
of providing credit wisely in bor¬
derline cases. !./

The second consideration is that

nev.emohasls; mav well be placed

on the fundamental rule of credit

—that is, to be sound, a loan must
be of advantage to the borrower,,
to the lender, and to the economy
as aZ whole. A loan that makes-
it easy for a borrower to get in-
future financial trouble jeopar¬
dizes the borrower, and it also
harms the economy. During the
nine-year upswing of business
through the war and postwar-
years, there were temptations to
forget this. Many loans - were

repaid not so much through the
borrower's own business efforts,
but because of the favorable con¬

ditions and expanding economy*
in which he was thriving.

Return to a Competitive Economy.

Thiid, our return to a competi¬
tive economy means one thing
clearly. We are now obliged to
relate the borrower's future ca¬

pacity to repay more directly to
the competitive business area in
which he individually operates.
Many of our borrowers today,
have never before done business
in a truly competitive economy.-

They started in business or farm-,
ing during the years of war or
postwar prosperity. They may be
strongly tempted to get in an
overextended credit -position in
trying to adjust themselves to
narrower profit margins and in
learning to do business competi-

| tively.' / v ■ 1
Farm debt in relation to assets

is very low. Yet some individual
farmers may still seek to over-

expand and increase their pro¬
duction costs by piling up mort¬
gage or other indebtedness. Some,
business, men, faced with lower
profit margins and shorter cash
positions, may tend to regard
continuous short term borrowing
as a source of fixed capital. . —

Our chief , guidance in these
special situations is the old truth
that, a loan should not turn out
to be a purchase of an equity in
the farm or business. Renewed

emphasis on this insured the fu¬
ture financial well-being of both
our borrowers and the economy

of which they are a part. A sound
economy is composed of success¬
ful business men and farmers. It
is not composed of otherwise, good
producers who have borrowed
themselves into financial trouble.
I, for one, view the future with

considerable confidence. Liquid
assets in the hands of the public
are still at record levels. Con¬
sumer income continues at a rate
well in excess of $200 billion a

year. The fundamental financial
position of business and industry
as a whole is sound. Agriculture
is doing well even though farm
prices have declined, and floors
beneath farm prices can prevent
sharp and hard declines in farm
income. / ;■ '':i V:'\
Some readjustments are yet to

come, such as in the automobile
and construction industries. Busi¬
ness as a whole has shown re¬

markable resistance to serious re¬

cession, however. Inventory read¬
justments generally are being
carried out satisfactorily/4 There
are special situations arising out
of government policy, such as

foreign relief and armament ex¬
penditures and the payment of
more than $2 billion of veterans*
insurance dividends. These may

tend to stimulate business..

All this does not mean that

banking can look to the. future
with complacency. Alertness, ef¬
fort, and lending skill are still
the watchwords of. credit marv-

agement. We are managers of
community credit. We accept, our

responsibilities. . J

With Gordon Graves
.•-(Special to .The Financial Chronicle)

MIAMI, FLA.—Noel R. Patton
t las, joined the staff of Gordon
: Graves & Co., Shoreland Arcade
--Building. > . ■ _ j
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of Free
* (Continued from page 9)

in that market. They believed
that if someone else could serve

the public better, in quality or

price, he was entitled to the busi¬
ness. That is still the attitude of
this industry. Living up to that
formula has kept us all scratching.
"It has been a case of root hog or
die—and my agricultural friends
tell me that the most vigorous;
rooter is usually the healthiest
hog!
These • principles of business

conduct constitute • a precious
heritage that has come to you
men of oil from the past leaders
of our industry. I recall them not
alone to pay tribute to the great
men who formulated them. I de¬
sire also to refresh your minds
and reenforce your determination
to stand unafraid in their de¬

fense.'/''. ■( L' "
i Above all, I wish to present to
our fellow countrymen a demon¬
stration of the manner in which
adherence tp principles grounded
.'on freedom of the. individual,
.using the, oil industry as an ex¬

ample, has served to promote the
welfare of this nation and every

ihan, woman and child in it.

Operations of American Oil"

V>•. ;/:'/./v.- Industry //-■/
Let's pause for a moment and

critically examine the operations
of the American oil industry to
see how well it has met the tests

confronting all business enterprise
today. First and foremost, the job
of an industry is to natisfy the
■needs of the people for a specific
commodity or service. How well
has our industry met the needs
of people for the products of pe¬
troleum?
Over the last 30 years (from

! the end of World War I through
last year), our domestic crude oil
output increased over 460%. Our
output of motor fuel increased
more than nine-fold and produc¬
tion of fuel oils was almost four
■times greater. - ; , ; .

Obviously these figures clearly
indicate that the oil industry not

' only met the needs Of the people
: but-* actually grew faster than
other manufacturing and mineral
industries as a whole. To grasp
the true meaning and import of
this growth, let us look at the
nation's overall energy picture. /
Since 1918 this country's grand

total energy potential, in British
Thermal Units/increased by about
two-thirds. But energy from crude
petroleum increased about four
and one-half times, while that
'from -natural gas and natural
gasoline increased over, six times:
Energy from coal last year was
somewhat less than it was in
1918.

Petroleum products as sources
of energy in 1918 accounted for

. about 15% of the total; last year
these fuels provided 51%, passing
the half-way mark forthefirstyear
?in: history. -Meanwhile the rela¬
tive position of coalas a supplier
of energy has deteriorated from
,82%. of the national , total in 1918
to 46% last year.:-In other words,

. virtually all the increase between
.1918 and 1948 in total energy
consumed" by the American peo¬

ple came from petroleum prod¬
ucts. > * /, *'v '
/ Now, I submit that these are

facts of the greatest social and
economic significance for the
American people. Translated into
the every-day things of life, these

r facts mean that petroleum and "its
products have added immeasur¬
ably to better living in the way

t of more comfortable and warmer
homes, healthier people, improved
.mobility of travel and greater
volumes of energy to operate
power machines in factory, mine

- and on the farm.-
" Oil men. by and large, always
.have thouight of and built for the
future. This is evidenced by our

large reserves of crude oil and

natural gas, by- our devotion to
unceasing technological research
in all segments of the business
and our concern over any waste
of the valued natural resources

intrusted to our care. Not only
have we eliminated waste of the
natural resource, but through an
ever improved - technology we
have greatly multiplied its use¬
fulness for our people.
In the early days wasteful prac¬

tices did exist but these the in¬

dustry has eliminated until today
over twice as much oil is recov¬

ered than that thought possible
only a few years ago.

Despite college professors who
think refineries operate - only
eight hours each day, oil's con¬
servation program is working for
the benefit of the American pco-j
pie today—and tomorrow. I know
of none within the industry who
are out of sympathy with the
objectives of this program, even!
though some very responsible oil!
men:may question where maxi-:
mum allowables, at times, are not
set more- in response to 'market
demand than in accord with the

requirements of sound conserva-l
tion engineering principles. •

I do not assume to pass judg-j
ment on such questioning.' If it
is true that market demand has
influenced some decisions, I am
opposed to it./ Such abuse of the
instruments of conservation con¬

stitutes a restriction on and an

interference with the free mar¬

ket place that, if long continued,
would create evils far worse than

temporary surpluses. Free prices
quickly can correct the latter, and
at the same time keep the founda¬
tions of our business solid. I men4
tion this matter to emphasize to
you the necessity of not only
doing what is right but to avoid
all suspicion of doing anything
that is wrong.

Oil Prices and-Profits Not High i

Now, have our prices been uit-j
reasonably high? Have we ex¬

ploited those employed in the
business? Have our profits been
out of proportion to our eontribu-i
tions? The answer- to each of
these questions, as you are well
aware, is an. emphatic "no.'!
Nevertheless they require a brief
statement of the facts, for they
deal with contentions put forth by
tbq?e who) to advance their- coll
lectivist schemes, seek to cast
shadows of distrust over our

service to the American people.
Our ability to produce beyond

the needs of the market place;
constantly advancing technologi¬
cal progress and the sharp com¬

petition that characterizes our in¬
dustry, have combined over the
years to give to the consumer

petroleum . products ■ at lower
prices. than any other major
product. Since 1926 the figure for
crude oil and products has scraped
the bottom of the Wholesale Price
Index of the Bureau of Labor
Statistics. Even today, despite the
-inflation of the last decade, ithe
figure for petroleum and prod¬
ucts is T 10,- compared to 153, for
all commodities./ In the face of
that record only^the ignorant:-or
those who deliberately deal in un4
truths dare, accuse the oil indusj
try of extortionist" price practices;.
, -What about our employees?l4
petroleum grinding the face of
labor? Those who*~work in the
industry know—even though not
many people outside of it seem
to know it—that the men and
women of petroleum are among
the best paid> and .bpst treated
workers . in the counfFy., They
enjoy the steadiest employment
and the most advanced holiday,
health, insurance and thrift ben->
efit plans provided by Ifhy in¬
dustry. /
And this is as it should be. Oil

men many years ago learned that
capital, management and labor
each in its own way[ made an

indispensable contribution to the
success of our industry. This is
well illustrated by the legendary
story of the old Arab..
This old Arab had three sons.

Realizing that he had but a few
years to live and being desirous
of ascertaining which of the sons

should succeed him as the head of
the family, he called them to¬
gether and told, them that in a,

distant land were some scientists
who had developed many amazing;
things.' Then he instructed them
to this effect: They were to jour-^
ney together until they arrived
at this distant land where they
should immediately separate.
Each was to devote the following
six months to a search for and

acquisition, of a present whiclv
would contribute most to the old
Arab's welfare. The were then to
meet * while still in the distant
land and journey home together.
At the appointed time they met

and' immediately displayed the
presents which they had acquired.;
One had a magic carpet on which
could be transported a number of
people at am amazing; speed; the'
second, a magic medicine which
would cure any ill; the third, a
magic glass through which could
be seen what was transpiring in
any home throughout the world..

So they turned the glass on

their father's home and were dis¬

mayed to see that the old Arab
was ill unto death. They jumped
onto the " magic carpet, were

quickly transported to their
father's home where the magic
medicine was administered and

the old Arab's life was saved.
Which of the three contributed

most to the old Arab's welfare?

Obviously the contribution of no

one was of any value without that
of each of the others. So it is
with capital, iabor and manage¬
ment. The, contribution of no one

of these is of value without that
of the other two. Unless the
American people can be brought
to a realization of the depend¬
ence of each one of these groups
on the other two and that each
is- entitled to a reward in propor¬

tion to the contribution of each,
the whole fabric of our American

way of life will be torn asunder.
Put into a capsule, the story of

petroleum prices and employees
is this: between 1921 and 1941

(before war and inflation dis¬
torted the; dollar yardstick) the:
retail price of gasoline, exclusive
of. tax, went down about 50%;
the quality of easoline went up

approximately 50% and the aver¬

age-hourly wages of refinery
workers went up 07%. Thus, a
refinery worker could buy with:
his 1941 wages more than three
times as much gasoline as he
could with his 1921 income. Addi¬

tionally, over this period, hours
worked went down 27%, and the
number ; of > refinery workers
trebled.
'

That, I submit to you, is the
fruit of competitive enterprise as

practiced by the oil industry. /
" But what "happened to con¬

sumers^ prices during the period
of war and inflation? The retail

price of gasoline, exclusive of:
tax, today ,is 46% higher than the
average price in the 1935-3.9 pe¬
riod- but the cost of living index
over the same period advanced
69%. Oil workers wages more

than doubled. . /. , /

Now what about profits? Even
though our service to the Amer¬
ican people is unexcelled, never¬
theless in all but three of the

last 20 years the net earnings of
the oil refining industry, based on

net worth, were less than that of
the manufacturing industry gert-

erally. Certainly, in view of that

record, none can say oil profits
were excessive over the years.

Dollar; profits during the years

1947 and 1943 have been high

when compared with former
years. But such a comparison is
deceptive for those were years of
severe inflation, which distorted
completely the dollar yardstick.
Let me illustrate what I mean:

Distortion of Corporate Profits

Oil men think in terms of oil—
that is property—not in terms of
dollars. But as corporate profits
are calculated in dollars and not
in property, inflation, because it
reduces the purchasing power, of
money, raises the dollar value of
property. When this property - is
sold and all industrial property
excepting real estate is - eventu¬
ally marketed in the form of
goods, a distortion in profits takes
place which tends to make them
appear far larger than they actu¬
ally are.

For two years I have given
considerable study to the magni¬
tude of this distortion as applied
to all industry. Time here per¬
mits me only to highlight my

findings. I shall be pleased to
furnish anyone here a memo¬
randum substantiating the follow¬
ing :igures.
As you are well aware the cost

of replacing plant and equipment
today is usually from two to three
times that of its original cost. Yet
depreciation can be based only on

original cost.
My figures indicate that in each

of the years 1947 and 1948 Amer-
ican non-financial corporations
fell $10.1 billion short of recovery
of the current dollar cost of mak¬

ing good the annual wear, wast¬
age and obsolescence of their fa¬
cilities. If to these figures rep¬

resenting under-depreciation, be
added so-called profits reported as

earnings on inventory valuation
amounting to $8.2 billion in the
same period, there has been for
the last two years an over-state¬
ment by these corporations of real
profits of 823.4 billion,. / .. .

Now, if to these $28.4 billion
are added the $24.3 billion of
taxes paid by non-financial cor¬

porations to Federal Government
during these two years, we have
a total of $52.7 billion. The total
so-called ; profits before taxes of
this same industrial group were

$62.1 billion. The real profitsof
all American non-financial indus¬

try, therefore, after correcting for
this inflation distortion, were the
difference between these figures,
or approximately $9.4 billion—or
an average of $4.7 billion per

year. Compare this, if you will,
with the average annual indus¬
trial profits for this same group
of $5.4 billion for the five prewar

years.
It is worthy of note, in passing,

that on the basis of this realistic
valuation, of earnings; American
non-financial industry overpaid
its Federal income taxes during
these two years $11.1 billion.
Now. I ask you to compare these

$9.4 billion of earnings in the two
years of our country's, greatest
peacetime production, with the
$38 billion of illusory, and lush
profits which the government,
labor unions and statistical or¬

ganizations would have us believe
were obtained. '

The seriousness of the problem
grows out of the fact that unless
industry can effect as a result of
its operations the means with
which to reproduce itself, as and
when its plant and equipment are
worn out, our great industrial
machine will gradually shrivel up
and die. For an appreciation of

the misery and suffering that
would follow such a disaster, look
at Great Britain today!

Let us tell this story to the
American people, for on its proper
solution millions of jobs depend.

Labor leaders, Socialists and the
enemies of American well-being

are now using stories of legendary

corporate profits to poison the
minds of our people so as"to jus¬

tify higher taxes, higher' wages
and lower prices. It is vital that

we take away from them this
ammunition by telling the Amer¬
ican people the unvarnished truth
that these so-called profits Sim¬
ply do not exist, although some
who prefer to live in a fool's
paradise may find this task un¬

pleasant.

Uphold and Defend Free
Enterprise!

And now, with humble grati¬
tude for the great honor you have
paid me, I can think of no better
way of concluding than to repeat
the words 1 spoke from this same

platform 11 years ago because
they have even greater applica¬
tion today:
I appeal to you men of this

great industry to stand firm in
defense of the American system
of free and competitive enter¬
prise. The truth is that no eco¬

nomic planning authority could
ever have foreseen, planned,
plotted, and organized such an

amazing spectacle of industrial
progress as the world has wit¬
nessed in the last century. No
trust or combination, private or

governmental, could have accom¬

plished it. It could have been
achieved only under conditions, of
wide open invitation to all the
genius, inventive ability, organize
ing capacity and managerial skill
of a great people.

Nobody must be barred, no in¬
vention rejected, no idea untried;
everyone must have his chance;
and under our American system
of free enterprise and equal op¬

portunity everybody gets just
that chance. It is our freedom
that has brought us to this high
estate—intellectual freedom, re¬

ligious freedom, political freedom,
industrial freedom: freedom to

dream, to think, to imagine, to ex¬

periment, to invent, to match wits
in friendly competition; freedom
to be an individual. .

That is our great American
heritage.- With so many political
witch doctors abroad in the- land

teaching communism, fascism,
planned and dictated economics,
governmental paternalism and all
•the other isms, L urge, you to
guard well that heritage and to
turn a deaf ear to all their so¬

phistries. When a people come to
look upon their government as

the source of all their rights, there
will surely come a time when
they will look upon that same

government as the source of all
their wrongs. That is the history
af all planned, dictated economies.
That is the history of tyranny. To
each of us is assigned a part to
play in the great drama of life;
and we can only play our parts
with the greatest measure of per¬
fection as free, unhampered indi¬
viduals. Surely it is not thinkable

that, in the light which shows
through this twentieth century, a
great progressive people will be
beguiled into turning back to the

ways of controlled economies and
dictated social programs.

BuyU.S.Savings Bonds
REGULARLY
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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) :

—NOV. 20

Nov. 20

sydERICAN IRON AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity)-.
Equivalent to— s

' Steel ingots and castings (net tons)-—

AMERICAN PETROLEUM INSTITUTE: ,..._ .

Crude oil and condensate output—daily average (bbls. of 42
gallons each) — —r —— """""V,™*

'

- Crude rune to stills—daily average (bbls.)—* —-- Nov.'
< Gasoline output (bbls.)——-— —— «ov.

'

Kerosene output (bbls.)- — ■,«—— Nov.
-

Gas, oil, and distillate fuel oil output (bbls.) Nov.
'• Residual fuel oil output (bbls.)—_——— — Nov-
- Stocks at refineries, at bulk terminals, in transit and in pipe lines-

Finished and unfinished gasoline (bbls.) at—— . Nov.
Kerosene (bbls.) at a ——■ ———-— —Nov.
Gas, oil, and distillate fuel oil (bbls.) at Nov.
Residual fuel oil (bbls.) at— — NOv.

ASSOCIATION OF AMERICAN RAILROADS: /
• Revenue freight loaded . (number of cars) —:— -——Nov. 5
Revenue freight received from connections (number of cars)-—Nov, 5

&KVJL ENGINEERING CONSTRUCTION — ENGINEERING NEWS-
RECORD:

Total U. 8. construction—————— Nov. 10
' Private construction — ——— —Nov. 10
r Public construction —-—-——2——— ————».ov'

State and municipal—-—'——— Nov. 10
Federal —,— : — Nov. 10

DOAL OUTPUT (U. S. BUREAU OF MINES):

i^Beehive coke (tons) ——————— ——-—

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS

VJDISON ELECTRIC INSTITUTE: '
•

Electric output (in 000 kwh.)——

{FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD

HEON AGE COMPOSITE PRICES:
Finished steel (per lb.)— ———

Pig iron (per gross ton)———
Scrap steel (per gross ton)-—-——

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper— .

Domestic rerinery at—1————,
Export refinery at--———-—

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds——-————-
Average corporate —1—————— •—•

- Aaa —2—-—

Aa —— .—

A — —

Baa — .— —

Railroad Group ———— —-

> Public Utilities Group———————.

MOODY'S BOND YIELD DAILY AVERAGES:

Aaa
Aa .

A

Baa

Latest
Week

54.0

995,500

5,135,600
• 115,314,000
; 18,460,000
2,114,000
7,196,000
7,728,000

104,257,000
28.399.000
92.038.0001
69,192,000

8578,881
§518,055

SI 11,289,000
47,002,000
64,287,000
54,745,000
9,542,000

Previous
Week

v 21.0

287,000

5,075,150
5,509,000
19,002,000
2,209;000
7,016,000
7,754,000

103,915,000
28,225,000
90,358,000
69,459,000

§591,317
§515,883

$169,933,000
102,827,000
67,106,000
57,644,000
9,462,000

Month

Ago y

U.':t 93

172,000

5,014,800
5,335,000
18,107,000
2,190,000
7,131,000*
7,363,000

102,707,000
27,548,000
85,800,000
68,222,000

§574,228
§519,010

$143,697,000
G6,327,000
77,370,000
59,959,000
17,411,000

Year

Ago

v 890

1,784,500

5,675,050
5,656.000
17,213,000
2,387,000
7,471,000
9,007,000

91,377,000
26,625,000
78,596,000
61,057,000

843,586
702,423

$137,751,000
63,561,000
74,190,000
51,724,000
22,466,000

•NATIONAL PAPERBOARD ASSOCIATION:

•9XL, PAINT AND DRUG REPORTER PRICE INDEX

43TOCK 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. 29
Number of shares—. ——— Oct. 29
Dollar value —_ — .—— Oct. 29

„ Odd-lot purchases by dealers (customers' sales).
Number of orders—Customers' total sales.— ; ..Oct. 29
Customers' short sales. ——; ... Oct. 29
Customers' other sales . .Oct. 29

♦ Number
, of shares—Customers' total sales— —— 1 . Oct. 29

Customers' short sa!es___ ..... Oct. 29
■

Customers' other sales ...'.Oct. 29
Dollar value Oct. 29

Round-lot sales by dealers—
Number of shares—Total sales: Oct. 29
Short sales — ..Oct. 29
Other sales — Oct. 29

Round-lot purchases by dealers—
Number of shares Oct. 29

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR— •

11)86=100: ;

AH commodities 1 jyov
Farm products "II I Nov
Foods —Nov!

All commodities other than farm and foods. Nov
Textile products — ■ -? ■.

— Nov!
Fuel and lighting materials—. III—INov'
Metals and metal products ...—..L .2— Nov
Building materials Nnv'
All other .... __ ---„IIIIZIIIIIIIInov!

2.G80.000 2,770,000 2,210,000 10,704,000
-Nov. 5 1,130,000 1,180,000 1,099,000 864,000
Nov. 5 2,400 *1,800 ; 2,300 135,800

- : :

_Nov. 5 314 *298 297 320

.Nov. 12 5,434,555 5,434,024 5.480,735 5,570,767

-Nov. 10 222 196 172 96

-Nov. 8 13,705c 3.705c 3.705c 3.720c

-Nov. 8 $45.88 $45.88 $45.88 $46.91
-Nov. 8 $28.92 $27.56 $26.58 $43.00

-Nov. D 18.200c 17.325c 17.325c 23.200c
-Nov. 9 18.425c 17.550c 17.550c 23.425c
-Nov. 9 95.000c 95.000c 96.000c 103.000c
-Nov. 9 13.000c 13.000c 13.750c 21.500c
.Nov. 9 12.800c 12.800c 13.600c 21.300c

.Nov. 9 9.825c 9.750c 9.250c 15.500c

.Nov. 15

■;y:;
104.36 A ' 104.28 103.84 100.89

.Nov. 15 115.24 115.04 114.85 110.88

.Nov. 15 121.04 120.84 120.63 116.22

.Nov. 15 119.41 119.20 119.00 114.46

.Nov. 15 114.46 114.46 114.27 109.79

.Nov. 15 106.74 106.56 106.56 103.47

.Nov. 15 109.42 109.42 109.42 106.39

Nov. 15 116.80 116.80 116.41 111.44

Nov. 15 119.61 119.41 119.20 115.04

Nov. 15 2.18 2.19 •2.22 2.43

Nov. 15 2.89 2.90 2.91 3.12
Nov. 15 2.60 2.61 2.62 . 2.84

Nov. 15 2.68 2.09 2.70 2.93

Nov. 15 2.93 2.93 2.94 3.18

Nov. 15 3.35 3.36 3.36 3.54

Nov. 15 3.20 3.20 3.20
'

3.37

Nov. 15 2.81 2.81 2.83 - 3.09

Nov. 15 .2.67 2.68 2.69 2.90

Nov. 15 343.6 344.6 335.8 397.4

Nov. 5 275,815 193,527 282,832 244,488
Nov. 5 203,035 203,786 201,544 189,639
Nov. 5 92 94 92 95

Nov. 5 469,423 400,589 440,721 419,248

Nov. 11 1 125.5 125.8 126.7 144.4

Special indexes—
, Grains

1 Livestock —

Meats • ~~
Rides and skins ...I" I

..Nov.
-Nbv.
.-Nov.
.. Nov.

25,158
769,079

$29,985,726

'

27,460
, 190

27,270
776,194
6,741

769,453
$26,597,740

263,590

2~63,590

253,810

151.5

156.7

159.4

144.8
136.7

130.3

169.3

189.1

115.7

21,612
642,879

$25,170,205

24,822
207

*

24,615
685,558
7,374

678,184
$23,325,868

243,080

243,080

209,030

151.4
'156.3

158.7

144.6
136.6
130.G
168.8

188.4
'115.7

18,580
537,896

$20,753,844

24,496
119

24,377
637,455
4,640

632,815
$20,224,962

274,410

274,410

202,480

152.1
160.1

159.9

145.0
137.7
131.2
169.2
189.4

116.4

23,299
- 691,150
$28,002,314

'
, 22,515

139

22,376
630,878
5,500

625,378
$23,973,278

207,080

207,080

233,340

164.3
181.6
174.2

153.6

147.5
137.6
172.9
202.9

135.8

154.1
191.8
212.0

204.3

153.4

193.8
216.9

204.0

156.4
195.5
217.5
207.8

171.1
240.4
242.4
203.1

• 594,009 barrela of foreign crude runs. tThe weighted finished steel composite was revised for the
awba85id on'^ averase product, shipments for. the 7 years 1937 to 1940 inclusive and£946 to 1940 inclusive. ^Reflects effect of five-day week-effective Sept 1 1949

2,428,633
2,212,153
•

145,741
70,739

ALUMINUM (BUREAU OF MINES)—
Production of primary aluminum in the U. S.
(in short tons)—Month of Aug.— —

Stocks of aluminum*—short tons—er.d of Aug.

AMERICAN GAS ASSOCIATION — For Month

of September: - I - - V:
Total gas (M therm i>—_— -

Natural gas sales (M thermal——-—;—

Manufactured gas sales <M therms
Mixed gas sales (M therms)— -

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR—Month of Sept. (in millions):

Total new construction———————_
Private construction ——_—_ L-—
Residential building (nonfarm)-——
Nonresidential building (nonfarm t
industrial — ,

Commercial — —

Warehouses, office and loft buildings
- Stores^ restaurants and garages—
Other nonresidential buildings —

Religious
Educational —

Social and recreational——_—_„
Hospital and Institutional— _—

Remaining types 1—— —

Farm construction —

Public utilities ——— :»i——
Railroad ——————————-

Telephone and Telegraph-™-——:;
v Other public utilities^ —_—_—_—

Public construction :

Residential building
Nonresidential building (other than mili¬

tary or naval facilities).——.—
Educational —i—
Hospital and institutional——
All other nonresidential—.

Military and naval facilities
Highways —— —— —

Sewer and water———

Miscellaneous public service enterprises. •

Ccnservation and development.,..— "
All other public.. ....

COTTON SEED AND COTTON SEED PROD¬

UCTS—DEPT. OF COMMERCE—

Month of September:
Cotton Seed— ■

Received at mills (tons) — 1,243,570
Crushed (tons) . 585,732
Stocks (tons) Sept. 30 936,272

Crude Oil— • ^

Stocks (pounds) Sept, 30 88,211,000
Produced (pounds) 182,322,000
Shipped pounds) — —_—_— 123,036,000

Relined Oil— • -

Stocks (pounds) Sept. 30 — 69,708,000
Produced (pounds) — — 113,309,000
Consumption (pounds) — 115,282,000

' Cake and Meal—

Stocks (tons) Sept. 30 —- — 97,879
Produced (tons) 252,517
Shipped (tons) 207,397

Hulls— V-"-.; r>'■■' v'

Stocks (tons) Sept. 20— —— 111,038
Produced (tons) •_ *—— 140,475
Shipped (tons) — ——_ 114,230

Linters—running bale.:—
Stocks Sept. 30 — i—— 140.171
Produced — - 182,038

Shipped _______ 150,407
Hull Fiber (1,000-lb. bales)—
Stocks Sept. 30 —— — 1,428
Produced —1,692

Shipped ———— 922
Motes, grabbots, etc. (1,000-lb. bales)—
Stocks Sept. 30 _——— — 4,861
Produced .—--- 2,603

Shipped —-— 3,179

DEPARTMENT STORE SALES (FEDERAL RE¬
SERVE SYSTEM)—<1985-89 Average^._!««)

Month of October:

Adjusted for seasonal variation
Without seasonal adjustment—

Latest Previous Year

Month Month Ago «

52,005 •• 55,777 54.953
I 48,411 4 53,803 r 11,529

• ■4

2,133,801 <

1,936,205
128,235
69,361

2,155,668
1.938,878
' 145,239'
„! 71,551

276

2S3

*352,959
207,023
*278,434

40,908,000
64,805,000
*79,440,000

72,590,000
71,976,000
142,409,000

52,759
94,081

107,271

*34,793
48,136
*58,235

108,600
63,105
96,278

*658

*148

338

*5,437
*1,363
3,275

289

*298

1,230,612
bo4,46i

•

935,219

63,285,000
165,718,000
149,330,000

60,695,000
106,514,000
76,475,000

75,250
241,993
241.297

58,008
121,527
107,738

146.691

189,069
123,726

2,099
4,195

2,536

13,186
5,034-
3,573

309
323

EDISON ELECTRIC INSTITUTE:

Kilowatt-hour sales to ultimate consumers—

month of August (000's omitted)—
Revenue from ultimate customers—month of -

August - $382,161,300
Number of ultimate customers at Aug. 31— 42,132,506

20.768.783 19,960,312 20,180,485

FABRICATED STRUCTURAL STEEL (AMER¬
ICAN INSTITUTE OF STEEL (CON¬
STRUCTION)—Month of September:

Contracts closed (tonnagei—estimated
Shipments (tonnage)—estimated -

INTERSTATE COMMERCE COMMISSION—
Index of Railway Employment at middle of
September (1935-39 average=100)~———

STEEL CASTINGS (DEPT. OF COMMERCE)—

Month of August:
Shipments (short tons) ——

For sale (short tons)
For producers own use (short tonsi—_—

Unfilled orders for sale at end of month
(short tons) —-——

TRUCK TRAILERS (DEPT. OF COMMERCE—

Month of August:
Production (number of units) ——

Shipments (number ot units) :
Shipments (value in dollars)————

U. S. GOVT. STATUTORY DEBT LIMITATION

—As of Oct. 31 (000's omitted):
Total face amount that may be outstanding
at any one time

Outstanding— '
Total gross public debt.—
Guaranteed obligations not owned by the

; Treasury ,

118,187
151,346

till.5

89,964

59,412
30,552

143,566

2,601
2,609

$9,296,552

$375,418,900
41,954,412

*98,406
*182,416

t115.4

78,710
50,124
28,586

155,494

129.1

140,223
107,538
32,685

472,481

$275,000,000

•258,777,727

27,681

Total gross public debt and guaranteed » .

obligations $255,805,409
Deduct—Other outstanding public debt obli-

'

gations not subject to debt limitation^.-—. • : 752,571

Grand total outstanding-!-— $256,052,837
Balance face amount of obligation issuable • -

. under above authority————-—— 18,947,162

;*RevisedJigure. tPreliminar|r figure.

$275,000,000

256,679,558

29,359
i—

'

), * \

$256,708,917

c 755,867

$255,953,050

19,046,949

$275,000,000

252,460,249

52,360

$252,512,60§

805,858

$251,708,751

23,293,248

.• $1,902; " *$1,893 ; r' $1,901
1,345 . ' *1,335 1,427"

. 680 * 660 707

262 *263 331
70 71 116
83 - 85 119
22 24 32

- ,61 .61. , 87.
•r . 109' 7 v. /; *167 96

• 31 ■ . 31 .'25
- . -22 „ i. r 22 . • , y2t

22 . , *22 22

V : , 20 7 18 10

14 ,

. 14 . • • - y 15
65 • . 75 ♦ . 63

'

338 ' 337 ; 326

36 _ ^ - 36 /■' 3a .

55 7 ^ T : 55- / •• • '-y 6i
v- 247 246 227
. 557 *558 . 474

24 y •; *23 ' ' 7

155 152 109
75 , y v 74 57

45 • 43 25

:35' '"35 27

.11 *11 11

210 *215 20O
52 ' *52 49

9 • > *9 10

*'■■■: 76 *76 l- 71

20 *20 ,V: 17

$356,863,000
39,943,822

180,422
174,96V

2,197 3,322
2,139 4,196 ^

$7,778,601 $12,751,751
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(Continued from first page)
different industries over the
decade.
' This paper, therefore, will be
concerned with the following
questions: w(l) Have the develop¬
ments of the decade, 1939-1948,
caused a significant shift in the
relative wage levels of American
industries? (2) Has the growth or
the influence of unions altered the
relative wage levels of American
industries in a significant fashion?
Our procedure will be to give the
pertinent data and then to draw
certain conclusions in the final
section.

: i

In the curren^ debate on the
wisdom of raising the minimum
wage scale, the opposition fre¬
quently points out that this type
of legislation merely results in a

proportionate increase of the
wages of all industries. Assuming
that this increase cannot be taken
out of profits, it results ultimately
in a corresponding increase in
prices, thereby leaving the bene¬
ficiaries of the law actually in the
same position they occupied prior
to the increase in the minimum

wage. From this proposition a per¬
tinent question arises: Have the
developments of the last decade,
including minimifm wage laws al¬
tered the relative positions of
average hourly wage rates in
American industries in an appre¬
ciable fashion? f ~
■The data on wages during the

decade do not give as simple an
answer as that given by those who
assume that a wage change in an

industry causes a corresponding
shift throughout the economy. But
there is some evidence to substan¬
tiate their claims.
The type of change that has oc¬

curred in wage relations during
the past decade depends on the
type of industry under consider¬
ation. Table I gives the differen¬

tial, expressed in absolute terms
of cents per hour between the
averr^e hourly earnings of labor
in the respective industries and
the average hourly earnings of
labor in all industries that make

up the durable goods category for
1939, 1945, and 1948.
Table I shows that, as measured

by average hourly earnings, the
greatest change in an industry
compared to the average for the
durable goods group between 1939
and 1948 was 5.5c. The data from
which this table was constructed
show that on the basis of average
hourly earnings each of the indus¬
tries occupied the same position
among the durable goods indus¬
tries in 1948 that it did in 1939.
There was some significant

movement in relative wages des¬
pite the fact that it was insuffi¬
cient to alter the rank of the in¬
dustries in the group on the basis
of average hourly earnings. Table
II gives a divison of the industries
in the durable goods group based
on the industries paying the high¬
est and the industries paying the
lowest average hourly wages. This
table shows that the changes oc¬

curring in the average hourly
earnings of labor in these indus¬
tries represented greater gains to
the wage earners in the lowest
paying industries than to the
higher wage group. The difference
between the two had narrowed

by 6.4c during the decade. Laws
and - government policy would
seem, therefore, to have helped
the lower wage group more than
others in this industrial group
when measured in absolute terms.

Among the durable goods in¬
dustries that are the least union¬

ized (less than 60% of the em¬

ployees working under union
agreements) are the lumber and
furniture industries. A compari¬
son is made in Table III between

the earnings of labor in these

TABLE I

Differential Between the Average Hourly Earnings of the Respective
Industry and the Average Hourly Earnings of All Durable ;

Goods Industries, 1939, 1945, and 1948

- , ■ (Cents per Hour)
Industry—

Iron, steei, and products
Electrical machinery
Machinery, except electric _

Automobiles

Transportation equipment, except auto__
Nonferrous metals and products
Lumber and timber basic products
Furniture and finished lumber prod acts. _
Stone, clay, and glass products-..-

Source: Data calculated from 1947 and 1949 Statistical Supplement to Hie
Survey of Current Business.

TABLE II

Average Hourly Earnings in the Five Highest and the Four Lowest
Wage Industries (Durable Goods Group), 1939, 1945, and 1948

Percent. Difference
1939 1945 1948 1939-45 193.9-48

Five highest $0,780 $1,169 $1,493 49.8 91.4
Four lowest — 0.466 .909 1.243 95 166.7
Difference—. .314 .260 .250

1939 1945 1948
! 4.7 4.6 8.2

1.0 .1 1.5
5.4 8.6 8.7

23.7 20.2 23.4

9.3 22.9 13.5
— .5 1.4 .8

—20.3 —24.9 —25.7

—17.4 —20.6 —22.9
— 5.5 —12.5 — 7.9

Source: See Table I.

TABLE HI

Average Hourly Earnings in Durable Goods Industries Selected on

the Basis of Unionization, 1939, 1945, 1948

Wage Differences
Aver. Hourly Earnings
1939 1945 1948

$0,771 $1,126 $1,468
.504 .827 1.139

.267 .299 .329

Most highly unionized-
Less well unionized-
Difference

(Cents per Hour)
1939-45 1939-48

: 0.355 0.697

.323 .635

Source: See Table I.

TABLE IV

Percentage Relation Between the Average
- Respective Industry and the Average

All Durable Goods Industries, 1939

Industry— , "1 ' '''' l''v

Hourly Earnings of the
Hourly Earnings of'
, 1945, and 1948

Lumber and basic timber products

1939' 1945 1948
106.7 104.3 105.9
101.4 99.9 101.1

„ 107.8 108.1 106.2
134.2 119.1 116.9

113.4 121.7 109.7

99.2 101.3 100.5
— 70.6 V 76.3 81.4

„ 74.8 80.4 83.4
— 92.0 88.1 94.2

industries and the average Hour¬
ly earnings of labor in three of
the most highly unionized indus¬
tries in the group (over 80% of
the employees working under
union agreement; automobiles
and parts; electrical machinery;
nonferrous metals and their prod¬
ucts) . The table shows that the
better organized industries made
a greater gain measured in abso¬
lute terms of cents per hour than
the less weir organized over the
decade.

Relations between the average
hourly earnings of labor cannot
be measured in ail entirely satis¬
factory manner by reference to
absolute differences expressed in
cents per hour alone. The laborer
is interested in (a) his gains rela¬
tive to other groups and (b) his
position in a given year relative
to another year.
One way of measuring the sta¬

bility of average hourly earnings
in an industrial group is to de¬
termine the extent to which an

industry's wage varies over time
from the average hourly earn¬

ings of the group. Table IV
shows these measurements. In

only three of the industries was
the difference between the 1939
and the 1948 percentage varia¬
tion more than 3%. Each indus¬
try occupied the same position in
this ranking at the end of the
decade that it occupied at the
beginning. The relative dispersion
oi the industries from the aver¬

age for the group was reduced
from 14.1% in 1939 to 9% in 1948.
The lower paying part of the

durable goods group made by far
the greater percentage gain from
1939 to 1948 and occupied a bet¬
ter position at the end of the
decade relative to the higher
wage portion of the group.
While a review of the relative

position of the industries with
respect to average hourly earn¬

ings expressed in percentage
leads to the same conclusions as

those gained from the measure¬
ments expressed in absolute
terms thus far, this, however, is
not true of the conclusions re¬

garding the influence of unioni¬
zation on wage relations. On the
contrary, at the end of the dec¬
ade, the less well organized
workers had improved their po¬

sition relative to 1939 more "than

tfoe;abetter
age hourlyEarnings had increased
126% compared to 90.4% for the
more highly organized group. As
a consequence, the average hour¬
ly, earnings of theless well or¬

ganized group amounted to 77.6%
of the average for the better or¬

ganized in 1948 compared to
65.4% in 1939, The change in the
relative positions of the employ¬
ees bore an inverse relation to
the degree of unionization in the
durable goods industries.

II

Whereas, in the durable goods
industries there is a high degree
of stability in the relative posi¬
tions of the industries, and the
argument that changes in wage
rates do little to alter the rela¬
tive positions of industries with
respect to their average hourly
earnings has some basis in fact,
this is far less true in the non¬

durable goods industries. Table
V illustrates this fact.
The greatest change in the dif¬

ference between an industry's
average hourly earnings and the
average for the durable goods in¬
dustries as a whole between 1939
and 1948 was 5.5c; while the
greatest for the non - durable
goods group was 14.9c.
Each industry in the durable

goods group occupied the same
rank in the army of industries
measured by a v e r a g e hourly
earnings in 1948 that it did in
1939. In contrast six of the 10

industries in the non-durable

goods group shifted their posi¬
tions during the decade. *

Despite the relatively high de¬
gree of stability in the wage re¬
lations of the durable goods in¬
dustries some shifting was indi¬
cated resulting in the narrowing
of the absolute margin expressed
in cents per hour between the
highest and the lowest paid seg¬
ments of the group. Table VI is
a summary of comparable data
for the non-durable goods indus¬
tries.

In contrast' to the durable

goods industries, there was a
wider margin between average

hourly earnings measured in ab¬
solute terms of cents per hour
in 1948 than in 1939.

In the non-durable goods in¬
dustries, the better organized
(those with 80% or more of their

TABLE V

Differential Between the Average Hourly Earnings of the Respective
' Industry and I he Average Hourly Earnings of All Nondurable

Goods Industries, 1939, 1945, and 1948
(Cents per Hour)

Industry—
Textile mill products and fiber manufac..
Apparel and other finished textile prod-
Leather and leather products
Food and kindred products—..,..
Tobacco manufactures —

Paper and allied products—
Printing, publishing, and allied products-
Chemicals and allied products

Rubber products

1939 1945 1948

—17.5 —18.9 —14.5
—10.8 — 8.8 —21.9

—10.7 — 9.3 —17.9
— 2.8 — 6.5 — 9.0

—15.9 —18.2 —30.8
— 4.3 — 6.3 — 1.1

23.0 19.4 36.4

1.3 4.3 6.2

25.8 26.4 36.8

11.8 17.9 15.9

Source: See Table I. .

TABLE VI

Average Hourly Earnings in the Five Highest and the Five Lowest
Wage Industries (Nondurables), 1939, 1945, 1948

Percentage Change

Group—
Five highest --I
Five lowest

Difference

Source: See Table I.

1939 1945 1948

$0,754 1.069 1.491

.517 .823 1.114

.237 .246 .377

TABLE VII

1939-45 1939-48
41.7 97.1

59.1 115.4

Percentage Relation Between the Average Hourly Earnings of the
Respective Industry and the Average Hourly Earnings of

All Nondurable Goods Industries, 1939, 1945, 1948

Industry—
Textile mill products and fiber fnanu
Apparel and other finished textile prod.

1939 1945 1948

72.4 80.0 88.8

8l9 90.6 83.1

83.1 90.1 86.2

- 82.5 93.1 93.0

_ 74.9 80.7 76.3

93.1 93.3 99.1

_ 136.3 120.5 127.9

. 102.1 104.5 104.7

, 140.7 127.9 128.2

„ 118.6 118.9 U2.2

Source: See Tabic I. Source: See Tabic 1.

employees under, collective bar¬
gaining ^ agreements) enjoyed m
greater absolute gain measured
in average hourly earnings from.
1939 to 1948 than did the em¬

ployees in those industries with*.
60%-79% of their laborers under,
collective bargaining agreements*
In contrast to the condition int

the durable goods industries, the
percentage relation that the aver¬

age hourly earnings of an indus¬
try bore to the average for the
non-durable goods group was
altered greatly in 1948 compared
with 1939 (Table VII). Seven out
of the 10 industries in the non¬

durable goods group showed a
difference of over 3% in this re¬
lation compared to three out of
nine in the durable goods indus¬
tries. .

When measured in terms of the

percentage which its average
hourly earnings, bore to the aver¬

age hourly earnings for the dur¬
able goods group in 1939 and
1948, no ...industry in that group,
changed its position during the
decade. By this measure five oat
of' the 10 industries in the non¬

durable goods group changed po¬
sition. The relative, dispersion of
the industries from the average
for the group was reduced from
19.5% in 1939 to 14.6% in 1943.
This was a smaller reduction than
occurred in 'the durable goods
group. ■■v
Despite the widening in the

average hourly earnings meas¬
ured in absolute terms, the lower
wage half of the non-durable
goods industries had improved its*
position by 1948 relative to 193®
to a greater degree than • the
higher wage half. Average hour¬
ly earnings for the former group-
increased oyer the decade 115.5%
compared to an increase of 97.7%
for the latter.
As in the case of the durable

goods industries, the relative
gains of the workers bore an in¬
verse relation to the degree of
unionization. The less well or¬

ganized group had increased its
earnings by 1948 relative to 1933>
to a greater extent than the bet¬
ter organized group.

III

The workers in the nondurable
goods industries enjoyed a
smaller gain measured in cental
per hour from 1939 to 1948 than
•employees in the durable good*
industries. But relative, to their

earnings in 1939, the nondurable
goods industries paid their em¬

ployees an increase in average

hourly earnings of 105% com¬

pared to 100% for the durable
goods group. In 1939, the average

hourly earnings of the nondura¬
ble goods industrial worker*
amounted to 91.8% of the aver¬

age hourly earnings of the dura¬
ble goods industrial workers in
1948, it amounted to 94.3%.
As the nondurable goods

workers are ihe less well or¬

ganized compared to employee*
in the durable goods industries,
the evidence is again indicative
of the fact that the greatest rela¬
tive gains have been made by the
less well organized groups during
the decade despite the greater
margin between the two meas¬
ured in absolute terms.
If all the industries are di¬

vided so that one category in¬
cludes those industries that are

most nearly the suppliers of food*
clothing, and shelter, it is found
that the laborers in this group
have made greater relative gains
from 1939-1948 (117.8%) in aver¬

age hourly earnings than the re¬
mainder of the laborers in manu¬

facturing enterprises (96.3%>*
This, despite the fact, that a

greater cents per hour differen¬
tial separated the two groups in.
1948 (34.6c) than in 1939 (23.3c).

IV

From the complex and diver¬
gent trends indicated by the data
some conclusions can be drawn:

(I) There is no uniform pat¬
tern cf relations between the

s 4(Continued on page 42)
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A Decade of Wage Trends
(Continued from page 41)

average hourly earnings of in¬
dustries that is sufficient to say,
for example, that a minimum
wage law simply pushes all in¬
dustries up to the same relative
position at a higher plateau.

(a) This contention, however,
is valid for the durable goods
industries.

(b) The following proposition
emerges from this: The ; more

highly industry is organized
and the higher becomes its wage
level the more important becomes
the factcr of relationships be¬
tween industries in determining
wage levels.

(II) Conclusions regarding the
relations of average hourly earn¬

ings between industries vary de¬
pending on whether they are
based on measurements of differ¬
ences expressed in absolute terms
or in terms of percentage rela¬
tions.

(a) Expressed in absolute
terms the wage data in the dura¬
ble goods industries have shown
(1) that there is a high degree
of stability in the relation of

^average hourly earnings among
the industries in the group that
lends support to the thesis in la, b,
(2) a tendency for the abso¬
lute difference between the

higher wage half and the lower
wage half of the durable goods
industries to be narrowed, and
since the latter more closely ap¬

proaches the category cf con¬
sumer goods, this would seem to
substantiate the proposition in
'Til" below; (3) a greater abso¬
lute difference between highly
unionized and the less well un¬

ionized industries in 1948 than in
1939.

(b) Expressed as a relationship
between 1939 and 1948 and as a

percentage relationship between
each other (which is more indi¬
cative of economic trends than

measurements in terms of abso¬

lutes) the wage data fob the in¬
dustries making up the durable
goods group have shown: (1) a
high degree of stability in their
relationship but a reduction in
the dispersion of industries about
the average for the group; (2)
relatively greater gains for the
workers in the lower wage in¬

dustries than for the higher; (3)
relatively greater gains for the
employees in the less well union¬
ized industries than for those in
the better organized.

(c) The nondurable goods in¬
dustries snow far less stability in
their wage relations than the du¬
rable goods industries, and a

greater divergence measured in
absolute terms between the aver¬

age hourly earnings of the higher
and lower wage groups and be¬
tween the more highly organized
and the less well organized labor
groups in 1948 than in 1939.

(1) But relative to 1939 and to
each other (a) the lower wage
industries and (b) the less well
unionized had made the greater
gains by 1948.

(2) The nondurable goods in¬
dustries showed a reduction in
the dispersion of their average

hourly earnings about the aver¬

age for the group indicating a

growth in stability; the reduc¬
tion was not so great, however,
as that in the durable goods
group. This indicates that the
greater the degree of unioniza¬
tion the more stable become the
relations of wage rates among
industries (I,b). .-X—
(III) Labor in the industries

supplying the necessities of iood,
clothing, and shelter, had made
greater gains by 1948 relative to
1939 and relative to other indus¬
tries than the remainder of

American industries. This has

important implications for it
means: * ,

a. That these goods will be
priced higher relative to 1939
than other goods unless the labor
cost can be taken out of profits
(which are usually low in this
group) or can be offset by tech¬
nological progress (which is usu¬

ally less in these than in other

industries). " ( ,

b. That relatively more will be
spent - on these cost-of-living
items from now than was spent
in 1939; this will have an im¬
portant bearing on: , 1

(1) Wage negotiations based on

cost-of-living formulae.
'

;'(2) The amount of savings pro¬
vided by the people from their
incomes. ' r;

Mr. Sproul's Fallacies
On Cold Convertibility

(Continued from page 11)
savers were ruined and frustrated •

to the extent that they sought
violent remedies under Hitler. I
still want to walk up the street of
our small town and greet with
honest smile the people who en¬

trusted me with their money. I
beg your pardon for speaking of
my own relation to the gold
standard question. I am sure our

members have much the same

situation confronting them.

Gold Standard and Federal Budget

Mr. Sproul suggests that anyone
who is worried about the dollar
concentrate on correction of those
tendencies in our economic and
political life which have bought us
a deficit of several billion dollars
in our Federal Budget at a time
when taxes are high and produc¬
tion, employment and income are

near record levels. Mr. Sproul
must have written his speech be¬
fore the statistics of production,
especially in my district, Western
Pennsylvania, were available to

him. The fallacy that "plenty of

jnoney" and plenty of credit at
artificially low interest rates en¬

sures high activity under govern-

mentally managed money is pretty
well exposed today by facts

recognized by objective econo¬
mists. He says: > -v
"We have decided that the place

for the gold is in the monetary
reserves of the country as a back¬
ing for our money supply, and as
a .means of adjusting interna¬
tional balances, not in the pockets
or the hoards of the people. If
we want to reverse that decision,
the means of reversal are at hand,
but it should be a clear-cut and a

clean-cut reversal, restoring con¬
vertibility." < . - . I ' '" :

Yes, the place for the gold coins
is in the banks, Federal Reserve
Banks and Treasury of our coun¬

try, but placed there and en¬

trusted to them of free will, be¬
cause of well-merited confidence
that it will be paid back when
demanded in the same coin or

weight as put into their hands.
When the example of devaluation
or repudiation is before us, people
may well hesitate to entrust their
value to a system which assumes

to accept power without the cor¬

responding responsibility. Mr.
Sproul says "we" have decided
where the gold should be. Cer¬

tainly the American people when

they elected Franklin D. Roose¬
velt in 1932 after his denunciation
of Hoover for having even given

consideration to going off the gold
standard six months earlier, and
after his avowal that sound money
must be preserved at all hazards,
gave no such mandate. The acts
of March 6, 1933, were reported to
the people as a "suspension" of
gold payments. Secretary Woodin
stated it was "for the time being."
Certainly the voice of Lord
Keynes was not the voice of the
American people.
As to Mr. Sproul's pious in¬

junction to concentrate on stop¬
ping deficit spending, does he
know that without the limitations

upon profligate spending by the
requirements of redeemable
money that a Congressman is as
helpless as a fireman rushing to
a fire with a hose which is not

coupled up to the water supply?
Those who want to restrain the
unlimited spending have no^force
behind them to require it so long
as the government has blank
checks to sign at the expense of
all savers. The Gold Standard

League would restore the gold
standard for use by American citi¬
zens and back up the Congress¬
man and Senators who would do
the right thing.

Why People Want Gold

It is an insult to American citi¬
zens to say that we want gold
redeemable money "to jingle it"
in our pockets. The citizen who
has the desire to protect himself
by having gold coins is not a care¬
free wastrel,' jingling gold coins
in a saloon. The assumption that
the government, through the Fed¬
eral Reserve Board, can manage
his money better for him than he
can himself can be questioned.
Certainly, a slave has no need for
money. A kind master will care
for his interests better. I happen
to have read in Bessemer's Auto¬

biography how Bessemer's father,
a talented inventor, escaped from
Parig during a lull in the hostili¬
ties between France and England,
about 1800, bringing with him a

quantity of gold coin and a great
deal of worthless French assignats.
With that gold he started a new
shop in England, incidentally hav¬
ing the capital to perfect the
Caxton type for printing. I
myself had saved up $73,500 by
1938 which I decided to risk in
trying out my inventions now em¬

ploying 600 men. I didn't want
any government board deciding
whether or not my processes were
sound or not. My experience is
that in matters of risk-taking,
boards, as General Goethals said,
"are long, narrow and wooden."
I needed a store of value. It
should have been larger, but the
devaluation ■ had already cut it
down somewhat. I didn't need

gold coins to "jingle in my pock¬
ets," although I will confess, like
Robert Burns, that the possession
of a few coins of gold, with or
without the guinea's stamp, gives
one a feeling of independence.
He said of the golden guinea:
"Not for to hide it in a hedge,

Nor for a trained attendant,
But for the glorious privilege

Of being independent!"
The picture of our present gov¬

ernment pinning the label of care¬
free wastrels "jingling gold coins
in their pockets" upon the provi¬
dent citizen .who wishes to have
the certainty of a store of value
by using our own standard of
value is humorous indeed! For a

government man to say this in
view of the foolish things being
done with our substance in the
U. S. A. by government is a trav¬
esty.

, c.

Gold and the Money Supply

Mr. Sproul says, "We have been

plagued, if anything, with an

over-supply of money in recent

years, and the United States gold
stock, at the present price, is
large enough to support whatever
further growth in the money sup¬
ply may be needed for years
ahead." He is right, because we
hard working risk-taking Amer¬
icans have created the- goods

which give value to the dollar.
We have earned the gold which
has come into the Treasury as a
consequence of our efforts. There
is 50% more gold, relative to the
outstanding paper currency, plus
all bank deposits, than there was
in 1926, for example, when we
maintained specie payments, re¬
deeming our paper currency on
demand to American citizens as

well as to foreigners. Now is a

favorable time, if ever, to return
to redeemable money. It will
cause less embarrassment now

than if we delay while deficit fi¬
nancing increases our responsi¬
bilities, because we cannot stop it
now without the gold standard in
effect.
As John Sherman said in a

speech on the Senate floor Jan. 16,
18*74, with irony:
"We are for specie payments

sometime, maybe. We are not in
favor of it in times of plenty. We
are not in favor of it in times oi
great prosperity. We are not in
favor of it in view of the panic.
When shall we be in favor of it?
That is the question that Senators
ought to be prepared to answer* tc
the businessmen of this country.''
The dollar is "tied to gold" in

a roundabout way, through the
"limited; gold bullion standard'
under which we now operate.
Under that system foreigners have
their obligations upon the U. S.
Treasury made good to them on

demand through their foreign cen¬
tral banks, at , our standard a of
value, receiving gold at one-

thirty-fifth of an ounce per dol¬
lar. Italy got 116.2 metric tons
last month at that price. Other
countries exercise that privilege.
What a picture that presents to an
American citizen, of.;, a former
enemy country having a privilege
which is denied the American citi¬
zens whose gold it is! Does the
Italian and French citizen who
owns gold (France has a public
gold market) know better what to
do with his own money than an

American citizen? Why should
we feel they are better men than
Americans? Why does Mr. Sproul
feel Americans are not to be en¬

trusted with their own money, but
like childen Or slaves, must have
it taken into protective custody

by wiser officials of the U. S.
Government? ' ■-,Jr * '
• Mr. Sproul says, "There is no
widespread fear of the soundness
of the dollar in this country, no
widespread flight of money into i"
things." . ...

When life insurance companies »
cut down their supply of mort¬
gage money, preferring to buy .

outright real estate wnich they
lease to occupants—isn't that a

recognition of the sober estimate -

that the buying power of the dol- ;
lar may deteriorate? When busi- -

nessmen resort to barter forms of
stores of value, such as subsistence
farms, livestock, diamonds, metals I
and other things which they buy
to make provision for their future 1
needs rather than trust the future
value of the dollaj;—isn't that a
flight from money? When the '
stock market for common shares *

goes up when earnings in prospect •
are doubtful and upon the advice
that common stocks are a hedge • '
against inflation, widely given
although of doubtful truth, isn't
that a form of flight from the '
dollar? People don't advertise,
least of all to government offi-1 !
cials, when they feel compelled to *

do such things. Only the restraint :
of the American people and their 1 ;
vague hope that all will be pre¬
served somehow in the end de- a

spite our fiscal policies encourag- '
ing waste at present, keeps a
semblance of confidence. I do not
share that vague hope while per- '
sons in positions of fiscal respon- -ri¬

sibility do mot speak up for '
convertibility now.. * The Gold .

Standard League is raising its
voice in protection of the honest
citizen who like ourselves wants
to. have faith in our monetary
policy. When we have converti- .

bility that faith may be merited i
by the fiscal behavior of our gov-. \
ernment. We hope that respon- ^

sible people in government and in
financial positions will urge the J
clean-cut decision which Mr.

Sproul mentions and return to the
fully constituted gold standard for
use by American citizens as well
as for foreigners. They can do
that by the enactment of the Reed
Bill, H. R. 3262, introduced into .

the 81st Congress by the Hon.
Daniel A. Reed of New York.

; — 1 : L. ••

Of Capital for Small Businesses
(Continued from page 4)

new many of their existing loans
to small businesses. A refusal to

renew such loans will work a

hardship on small debtor-corn'-*
panies but the first duty of a
bank is to its depositors. As a

source of credit, it is probably
necessary to class institutional
lenders as "fair-weather friends"
of small business enteprise. ■

(d) Financing With Past Earnings

... Statistical data is available to
show that small manufacturing
concerns earn a slightly higher
percentage profit on total capital
than do large corporations. The
same studies show the opposite to
be true of retail establishments.

Admittedly profits are one of the
more important sources of capital
available to finance expansion.
However, a high percentage yield
on a small-asset base will prove-
inadequate as a means of financ¬
ing the asset-needs of a rapidly
expanding small enterprise. Con¬
versely, a low percentage yield
on a large-asset base may well
provide a large enterprise with
more funds than it needs to fi¬
nance its current expansion pro¬

gram. It would seem,* therefore,
that any financial device, custom,
or business procedure that would
cause the surplus funds of the
larger industries to become avail¬
able to smaller companies on con-
tractural terms that are practical
would be socially desirable in the
extreme. The conclusion at the

of small enteprises do not provide
an adequate source of funds for
purposes of financing expansion.

(e)—Inter-Company Financing

The tenor of the above discus¬
sion is that large businesses have
easier access to the various
sources of funds than .do the
smaller companies. The big prob¬
lem of small companies is to ob¬
tain adequate financing. By con¬
trast the major, problem of large
companies is to obtain reliable
trade outlets for their large out¬
puts. When large companies sell -;

goods on favorable terms or make

outright loans to small companies,
Ibeir act has the effect of solving -

both problems at one time:—i.e.,
the smaller company is financed
and the trade of the larger com¬

pany is expanded. Whether so¬

ciety' g£ins depends, of course,^
upon whether the existence of a

large number of small enterprises
is socially desirable. It should be
remembered that large compa¬
nies can expand their trade by
other methods (company-owned
outlets, for ' example) but that
small companies are not able to
obtain adequate financing. As
mentioned, small companies can
obtain but a small quantity of
funds from their owners, none at
all from the capital markets, only
a limited amount on suicidal terms
from banking institutions, and an

inadequate sum from their own

earnings. It would seem, there-
moment, however, is that profits fore, that inter-company credit

5
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provides a safe and important
source of credit for small business
enterprises.

Investors With and Without "an
Interest"

y The only compensation that an
impersonal investor derives from,
an ; investment - commitment »of
funds is a stipulated annual re¬
turn on his investment. Because
of this < limited: return^ such in¬
vestors are justified in demand¬
ing that their position be made
unusually secuie. They accom¬
plish .such security- by making
their savings available only to
those enterprises that can qualify
under certain rigid and accepted
principles of investment; "An in¬
vestment operation," writes one

authority, "is one which upon
thorough analysis promises safety
of principal and a satisfactory re¬
turn." Furthermore, says this au¬

thority,, safety should be judged
not by lien but by the earning
record of the debtor during a re¬
cent depression; By this stand¬
ard all new ventures and those
old ventures whose operating
profit fluctuates are automatically
ineligible for consideration as po¬
tential users of the funds of in¬
vestors. , ■ •

. . •>

In case"- unforeseen financial
difficulties arise, the investor is
advised to take a purely objec¬
tive view of his situation and to
follow that course of action which
is best suited to advancing his
own interest quite without regard
to the effect upon his debtor.
Thus, ; if his own interests are

served best by foreclosure pro¬

ceedings, he should foreclose; if
his own interests are served best
by an extension of time to the

debtor, then that procedure is in
order. Since a pure investor can

never hope for more than safety
of principal and a small percent¬
age return, he has no reason for
a Vowing sentimental considera¬
tions to interfere with the course

of action most advantageous to
himself.:•

. vfv r.-';v

Pure investors are more interested
in the contractual position of
their credit advance than they
are in the welfare of their

4 debtors. Thus a small business
i cannot hope for much consid¬
eration from such investors in

times of adversity.

.*.? The attitude of an "investor with
an interest" toward a debtor con¬

trasts strongly -with that of the
."pure investor" described above.
Investors with an interest hope
for more than a satisfactory re¬
turn on their investment. As a

rule such an investor looks for¬
ward to a long period of mutually
profitable trade ■ transactions be¬
tween himself and' the; debtor.
More often than not, the profit to
be derived-from these transac¬

tions dwarfs the return promised
on the investment - and renders

safety a matter of secondary Im¬
portance. -V'. y ..

Back in 1903 a certain large
mail order house advanced $30,000
to one of its suppliers. The eyes
of the officials who decided upon
this advance were not focused on

the interest charged on this lopn
but on the profits that would ac¬

crue to the larger company from
the sale of the debtor's product
during the course of the next fifty
years. An economic by-product
of this particular loan was the
conversion of a small struggling
producer into the world's largest
manufacturer in the line. Today
the company boasts of nine fac¬
tories and four display rooms. A
portion of its product is still mar-
^keted through the. mail order
house but it also sells to a large
number of independently owned
retail outlets, many of whom owe

their existence to the ajd given
them by the manufacturer. •

,

"Investors with an interest" are as

much or more interested in the

trade advantages to be derived
from their advances to small

companies as they are in then-

contractual relationship to the
debtor.

According to figures compiled
by the SEC, 247 of the larger ex¬
tractive industries at the end of
1937 had made advances and loans
to companies other than their sub¬
sidiaries of $162,129,000. These
companies in. turn had received
advances of $24,921,000 from their
suppliers. Thus these 247 large
extractive "companies had made
net advances of some $221,340,000
to other companies.. The same

study showed that 1,034 manufac¬
turing companies at the end of
1937 had trade receivables of $2,-
507,497,000, loans and advances to
companies other than their sub¬
sidiaries of $2,110,069,000 as com¬

pared to trade accounts payable
of $942,803,000. In other words,
1,034 of the larger manufacturing
companies had supplied (net) $3,-
674,763,000 of funds to other com¬
panies. According to the report
cited, 169 larger merchandising
companies at the end of 1937 had
trade receivables of $404,426,000
and had made advances and in¬
vestments in non-subsidiary com¬
panies of $111,172,000 as compared
to trade accounts payable of $134,-
034,ooo. ;
Thus the 1,440 large- companies

whose figures were included in
these reports had advanced a

grand total of $5,354,604,000 and
had in turn received credit from
other companies of $1,101,758,000.
Since inter-company loans show
as receivables and advances on the
bocks of the lending company, and
as payables or investments on the
books of the borrowing company,
it is obvious that a large portion
of the net balance of $4,252,846,000
represented advances from larger
companies to smaller companies;
The frequency with which one

encounters reference to inter¬

company credit in textbooks, art¬
icles, and pamphlets suggest that
inter-company financing is a com¬

monplace and widespread prac¬
tice. For example, the study con
ducted by the Federal Reserve
Bank of Minneapolis mentioned
earlier lists loans and advances
from suppliers as the third most
important source of credit used by
the 122 firms studied. Even the
United States Department of Com¬
merce recognizes the importance
of inter-company financing for it
advises, in a pamphlet designed to
instruct small business men re¬

garding the sources of loans:
"Use judgment in selecting your

suppliers. Gradually, and with¬
out becoming too dependent upon
any of them, you can narrow
down the number of your sup¬

pliers to a few in whom you can

place complete confidence. They
in turn will learn to have: confi¬
dence in you, and you can rely on

help in case of sudden difficulty."
During the colonial period man¬

ufacturing in America was limited
to small shop production for a

local market. The only products
enjoying a more than local market
were those imported from Eng¬
land and distributed to large
towns by merchant-wholesalers.'
The disturbing events starting in
1803 and culminating in the war
of 1812-1814 cut off foreign sup¬

plies of the merchant-wholesalers.
Since the merchant , group pos-
essed both the wealth of the na¬

tion and exclusive knowledge con¬

cerning the markets, it was quite
logical for it to begin to finance
small local manufacturers in or-

,der to secure a supply of mer¬
chandise for nation-wide distribu-,
lion. •'

^

Thus in \ 1808 John Waterman

erected a cotton mill at;.Canton,
Massachusetts, with capitah pro¬
vided by a Boston wholesaler who
had an agreement that he would
take Waterman's entire output at
a stipulated price. / Almy and
Brown, who founded the cotton

industry in America, were orig¬
inally merchants who became in¬
volved in manufacturing. The
interests of the Appletons and the
Lowells were turned from mer¬

chandising to manufacturing as a

result of the War of 1812. Salem
and Providence merchants fi¬
nanced manufacturing in their
locality; Philadelphia merchants-
financed certain industries in the

midwest; and New England' mer¬
chants financed a distillery in
Louisville. According to Clark
these early merchants supplied
capital "by direct investment and
by loans and credits." As a rule,
the financing merchants confined
their participation to the mer¬

cantile aspect of the businesses
they financed and promoted.
In any case the conclusion

seems obvious that wealth ac¬

cumulated from large commercial
enterprises provided the initial
resources needed to finance
many of the early American man¬

ufacturing ventures.

Three Types of Inter-Company
v 1. Aid

(1) The most common form of
iiiter-company financial aid grows
from the practice of selling mer¬
chandise on credit. When the
seller himself cannot afford to
finance-.the sale, he often takes
the buyer's, .note for discount. In
this way his .credit standing causes
bank'credit to be made available
to buyers who normally would not
be able to ^demand bank accom¬

modating ^Examples of seller-fi¬
nancing through inter-company
loans are easy to cite. It is com¬

mon practice in the automobile
field. Most of the large, trucking
companies that exist today started
when a driver made a down pay¬
ment on a truck, agreeing to pay
off the balance on installment
basis. Small road contractors fre¬

quently purchase equipment; in
this manner.

The chief disadvantage of or¬

dinary trade-credit is that, like
bank leans, it is short-term credit
and must be renewed from time
to time. If business activity de¬
clines, the supplier of the credit
may become alarmed, and curtail
his aid and this would deprive a
small business venture of credit
at a time of its greatest need. The
only restraining influence on such
curtailments is the desire of the

larger company for a continued
outlet for its goods.

■ (2) Of much greater value to a
small company is a grant of credit
by one of its suppliers for pur¬
poses other than to finance a sale

by the latter and on terms such
as do not make it necessary to re¬
new the contract periodically. Ex¬
amples of such advances are pur¬
chases by large companies of the
common stock, preferred stock,
or long-term bonds of a smaller
company. The interest of the
larger; company in such cases is
almost always fo conserve or to
strengthen an outlet for its own

products.

Thus in 1939 we find a certain

large oil company purchasing
$400,000 cf the 3% notes of a na¬

tional trucking company. During
liquidation proceedings for a

prominent furniture company it
was revealed that a large cus¬

tomer radio manufacturer and a

certain truck company (who sold
transportation services to the
furniture company) had jointly
advanced the company $950,000 of
funds. The pages of Moody's In¬
vestment Manuals contain numer¬

ous examples of companies that
have purchased the .stocks and
bonds of smaller companies to
whom they sell.

*•:>: (3) It is even more common

practice ■ • for large corporate
buyers to extend financial aid to
smaller corporate sellers, the
motivating interest of the larger
company being to conserve and to
strengthen an important source of
supply. The effect is often to de¬

velop the weaker company into a
strong producer. A striking ex¬

ample of this was cited earlier.
An officer of a large mercantile
corporation writes:
"Our company has for many

years given financial assistance to
smaller companies, many of which
are our most valued sources.

Capital is made available in three
ways:

"(1) Direct lending of money to
small manufacturers during'their
peak production season.

"(2). Investment of money in
factories through the purchase of
stock.

"(3) Arrangements through
Field Warehousing Financing
Companies." -

That such aid proves beneficial
and is appreciated is obvious from
the following comment of the
treasurer of one of the

. recipient
companies:
"In the early years of our com¬

pany, some 25 or 30 years ago
when our business was very small,
one of our large corporate cus¬
tomers did at times render finan¬
cial assistance to us by advancing
sums of money upon request when
we were in special need of it. In
that way they were a very direct
assistance to a small struggling
company. Although we might
have secured funds elsewhere,
nevertheless, they did give us as¬
sistance when the need was great
and thereby, no doubt, were in¬
strumental in developing a strong
source for the products which we

manufacture for them.
■ "I believe that large companies
often do just that in assisting their
smaller sources of supply, espe¬
cially in difficult economic times."

made on Sept. 30 to stockholders
of record Sept. 16, 1949. The bal¬
ance sheet as at June 30, 1949
shows working capital of $231,792,
compared with $213,439 at the be¬
ginning of the year.

Michigan Brevities
(Continued from page 14)

,1949 to 75 cents per share, against
45 cents paid in 1948. Net profits
for the quarter ended Sept. 30,
1949 were $596,043, equal to 41
cents per share, after provision for
taxes of $351,000, while sales for
that period amounted to $7,330,-
222. For the first nine months of
this year, sales totaled $20,464,491,
and net profits were $1,701,461,
compared with sales of $17,634,-
405 and net profits of $1,260,986
for the corresponding period of
last year. ■' ■

• ■ '
••••, ; >>.. . • # ; -

The American Forging &
Socket Co., Pontiac, reports a
net profit after taxes of $497,-
683 for the year ended Aug. 31,
1949. This compares with a net
of $383,184 for the preceding
year and $204,830 for the year
ended Aug. 31, 1947. At Aug. 31,
1949 current assets totaled $1,-
958,699 and current liabilities
amounted to $591,810.

,;V sit ' $ " •. ■ ' ■ •.

L. A. Young Spring & Wire Co.,
Detroit, for the fiscal year ended
July 31, 1949, reported net sales
of $50,707,296, the largest for any
12-month period in its history.
This was also a 16% increase over
the $43,714,808 for the preceding
fiscal year. Net profit for the 1949
year of $3,698,753 exceeded the
previous year's net of $3,029,955
by $668,798. Earnings per share
increased to $9.05 in 1949 from
$7.41 in 1948. On July 31, 1949 net
worth of $18,076,207 was equal to
$44.23 per share. Net current as¬

sets of $9,636,663 equaled $23.58
per share.

lit >lt IJt '

Shakespeare Co., Kalamazoo,
for its fiscal year ended July 31,
1949, reports consolidated earn¬

ings of $961,286, equal to $2.45
per common share, which com¬

pares with $1,404,578, or $3.58
per common share, for the pre¬
vious fiscal year. The book
value per share increased dur¬
ing the year from $12.60 to
$13.55. As at July 31, 1949, cur¬
rent assets totaled $4,691,900,
and current liabilities amounted
to $1,317,848.

«< ti if

Net sales of Yankee Fiber Tile
Mfg. Co., Detroit, for the six
months ended June 30, 1949 were
$607,734 and net earnings after
taxes amounted to $63,170, or ap¬
proximately 31 cents per common
share. Dividends aggregating 20
cents per share were paid during
this period, and a further pay¬
ment of 10 cents per share was

Survey Shows Mutual
Funds Popular With-
Philadelphia Dealers

1

Doremus & Co. reports invest¬
ment dealers, with few excep¬
tions, distribute mutual funds
shares and business is growing

rapidly.

According to a survey of Dore¬
mus & Co.r investors dealers; in
Philadelphia, as a group look foe
a further substantial expansion in
mutual fund business over the
next 12 months and believe that
the trend to this type of invest¬
ment •• will become even more

marked over the leng term.
This was disclosed in an in¬

quiry conducted among 150 deal¬
ers in Philadelphia metropolitan
area. /,/ V •' ; v

Estimates as to the percentage
of securities business represented
by mutual iund transactions
varied from a fraction of 1% to
as high as 50% by one dealer.
Approximately half of the dealers
reported such transactions amount
to more than 1% of their total
business; a dozen put the figure at
more than 5%; five reported 20%;
three said 25%. y
Of the 150 dealers, eight have

installed special mutual fund
sales departments and four of
these are expanding their depart¬
ments. An additional eight said
they are going to install such de¬
partments. Nine out of every ten
dealers reported, they sold mutual
funds, although approximately one
out of every four handling mutual
funds indicated they made no ef¬
fort to obtain such sales. Virtu¬

ally all were agreed that the
strong trend to mutual funds orig¬
inated about two years ago,
although a handful said the trend
was three years old. %

Designed to evaluate' this sig¬
nificance of the increased popu¬

larity of mutual funds, the survey
revealed that local dealers are

virtually unanimous in the opin¬
ion that there is a huge market
for mutual funds not heretofore
reached by the investment busi¬
ness. Exactly half the dealers felt
that selling effort should be con¬

centrated on the low income

group. One dealer wrote: "We
believe that the small saver is the
greatest market and here the sur¬

face is hardly scratched." There
was general agreement too that to
reach this- market, a specialized
sales effort would be necessary.

This thinking was further re¬
flected in a rather general opinion
that while mutual funds compete
with other investments, they also
compete sharply with savings
funds. A few dealers said that

mutual funds provide increased
diversification for comparatively
small accounts.

General dissatisfaction was ex¬

pressed in the survey with the
restrictions on the advertising of
mutual funds by dealers. One
dealer said that in the case of the

Television Fund, most people who
answered his advertisements

thought he was offering a new

way of purchasing a television set.
Most recommendations were to

the effect that dealer-advertise¬

ments of a specific fund should
contain more data on that fund

rather than the "tombstone" ad,

now often used.

Similarly, brokers also were of
the general opinion that the funds
themselves should be permitted
more liberty in their advertising.
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Securities Now in Registration

American Natural Gas Co. (11/23)
Oct. 28 filed 304,485 shares (no par) common stock (in¬
cluding 27,680 shares which may be acquired in stabil¬
izing operations). Offering — To be offered to present
stockholders of record Nov. 23 at the rate of one new
share for each ,10 held. .Rights will expire Dec. 12.
Underwriter—Competitive bidding. Probable, .bidders:
The First Boston Corp.; Blyth & Co., Inc.; Lehman
Brothers; Glore, Forgan & Co. and W. C. Langley &
"Co. (jointly). Proceeds—To invest in common stocks
©f two subsidiaries, Michigan Consolidated Gas Co. and
Milwaukee Gas Light Co. Bids expected to be received
Nov. 23.

• American Progressive Health Insurance Co. of
New York

Nov. 15 (letter of notification) 4,000 shares of common
.stock (par $2). Price—$8.50 per share. Proceeds/to sell¬
ing stockholder. \ * x \

Ampal-American Palestine Trading Corp., \
■■■.' ■' V-v- New York '■ / //■ - :/< ■.';;•• .•V-v-i-'-'V1'■: ,V
Nov. 3 filed S6.250.OC0 10-year 3% sinking fund deben¬
tures and 200,000 shares ($10 par) Class A.stock.. Under¬
writer—None, but securities are to be sold through ef¬
forts of directors and employees. Stock is to be offered
t&t $11 per share. Proceeds—To be used for economic de¬
velopment of Israel. '7/ -y '!■ ■■.7,.//.//;•;/;■/,/: 7:7/y/7.;y7^

Apple Concentrates, Inc., Meadowbrook *

Orchards, Sterling, Mass.
Nov. 8 (letter of notification) 12,500 shares ($1 par).
Price, $10 each. Underwriter—Perrin, West & Winslow,
Inc.. Boston. To buy plant, machinery and equipment,
for technical services and other corporate purposes.

Arizona Edison Co., Phoenix, Ariz. - 1
Oct. 31 (letter of notification) 20,000 shares ($5 par)
common stock. Price—$15 per share. Underwriters—
Refsnes, Ely, Beck & Co., Phoenix, Ariz. Offering—
Offered for subscription by stockholders of record Nov. 8.
Rights expire Nov. 23. Proceeds—To be used for con¬
struction, additions and improvements.

Barclay Oil Co., Inc., Mt. Carmel, 111.
Oct. 13 (letter of notification) 2,000 shares of non-con¬
vertible ($100 par) value preferred stock and6,000
shares ($1 par) common stock (of which 2,000 shares
will be purchased by underwriter at par). 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.\K7V
Oct. 25 filed 33,730 shares ($1 par) common stock. Offer¬
ing—Offered to common stockholders of record Nov;? 15
^t the rate of one new share for each five held at $15
per share. Rights expire Nov. 29. Underwriter—Dillon,
Read & Co., N. Y., and associates. /• Proceeds—For con¬
struction. /'"V'/' ,v ■" ■' 'J ••:/•
• Black Rock Corp., Trout Lake, Wash.
Nov. 7 (letter of notification) 1,200 shares (no par)
common stock, of which 900 are to be issued at $100
eacb.. No underwriter. To build and equip plant and
produce cheese. , ' V .•

• Broadway Angels, Inc., New York City
Nov. 14 filed 2,000,000 snares (lc par) common stock and
£00,000 management shares of 0.1 of a cent par value,
to be sold at 50 cents and 12.5 cents respectively. Under¬
writer— Hugh J. Devlin, New York;/ Proceeds— For
working capital. Business—To back theatrical produc¬
tions, distribute tickets and act as an agent for talent.
• Burd Piston Ring Co., Rockford, III. , ^
Nov. 7 (letter of notification) 2,500 shares ($1 par) com¬
mon stock, to be offered at $8 each by Albert H. Bates,
Vice-President, and two members of his family. Under¬
writer—Paul H. Davis & Co., Chicago.
• Cal Nevada Oil Co., Las Vegas, Nev.
Nov.. 7 (letter of notification) 200,000 shares ($1 par)
common stock. Price, par. No underwriter. To drill a

well in Cuyama Valley, Calif. ///-f
Canam Mining Corp., Ltd., Vancouver, B. C.

Aug. 29 filed 1,000,000 shares of no par value common
stock. Price—800,000 shares to be offered publicly at 80
■cents per share; the remainder are registered as "bonus
-shares." Underwriter—Israel and Co., New York, N; Y.
Proceeds—To develop mineral resources.

• Carr-Consolidated Biscuit Co., Wilkes-Barre,
Pennsylvania

Nov. 27 (letter of notification) 15,000 shares of common
stock (par $1). Price—$3.25 per share. To be offered

WM0W0-

h yfekr, ,/

$#>'/v,/,

'***■>" -

mm WM

• INDICATES ADDITIONS SINCE PREVIOUS ISSUE

in open market through Bache & Co. and Merrill Lynch,
Pierce, Fenner & Beane.1 Proceeds to selling, stock¬
holders. • ♦ . '7

Central Hudson Gas & Electric Corp. ; . .

Oct. 26 filed $6,000,000 10-year convertible debentures,
due 1949. Underwriters—Estabrook & Co. and Kidder,
Peabody & Co. are probable underwriters. Proceeds—
To pay $5,300,000 of notes, reimburse treasury for con¬
struction expenses, and for general corporate purposes.

• Central Power & Light Co., Corpus Christi, Tex.
Nov. 15 filed $5,500,000 of sinking fund debentures, due
1974. Underwriter—Competitive bidding. Probable bid¬
ders; Halsey, Stuart & Co. Inc.; Union Securities Corp.;
Carl M. Loeb, Rhoades & Co.; Kidder, Peabody & Co.;
Glore, Forgan & Co.;, Merrill Lynch, Pierce, Fenner &
Beane and Salomon Bros. & Hutzler (jointly); The First
Boston Corp.; White/Weld & Co.; Shields & Co. Pro¬
ceeds—For improvements to facilities, to repay outstand¬
ing notes.; .V/r 7"7' 77,.:/ ■. 7* v.*7r>v ."//

Citizens Telephone Co., Decatur, Ind. •

Oct. 21 (letter of notification) $250,000 of 4%% 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.

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.

Connecticut Light & Power Co. (11/22) /;
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. ■

. .

, 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. 7/7,7 7-,

Consolidated Gas Electric Lt. & Pr. Co. of Bait.
Oct. 28 filed $12,000,000 of series T first refunding mort-

i gage sinking fund bonds, 2%%, due 1976, and $44,660,000
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.

Credit Acceptance Corp., Rochester, N. Y.
Nov. 3 (letter of notification) $250,000 5% debenture
bonds, dated Nov. 1, 1949, due Nov. 1, 1969. Price, 100
and interest. Underwriter—R, M. Horner & Co., New
York. To expand business, etc. , J. . /? *

Detroit Edison Co., Detroit * .> f/
Oct. 14 filed 699,743 shares ($20 par) common stock.
Offering — 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.

• Dobbs Houses, Inc., Memphis, Tenn.
Nov. 9 (letter of notification) 10,500 shares ($1 par)
common stock. To be sold by James K. Dobbs, Presi¬
dent, and eight other stockholders. Price—$8 each.
Underwriter—B. F. Ward & Co., Memphis.

Dow Chemical Co.

Nov. 4 filed 175,000 shares of common stock (par $15).
Offering—To be offered to stockholders and employees
of the company, its subsidiaries and associated compan¬
ies at $44.50 per share. Proceeds—To be added to treas¬
ury funds and used for corporate purposes. Underwriter-
er—None. ./.

Eastern Harness Racing Club, Inc., Steubenville,
Ohio ■ '7 y,7//

.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.- / • ■-'/■-/ v- 7 //•■;■-'-/'. .

• Fixed Assets, Ltd., New York
Nov. 10 (letter of notification) 171 shares $6 cumulative
preferred stock (no par). Price—$100 and dividend.
Underwriting—None. Purchase of real estate, etc.

Florida Power Corp., St. Petersburg, Fla.
Nov. 2 filed 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.

Florida Telephone Corp.
Oct. 31 (letter of notification) 28,500 shares (par $10)
common stock. Underwriters—None, other than com¬

pany's officers, directors, employees or agents. Price to
present stockholders will be $10 per share until Dec. 2,
1949, at which time the balance of shares unsubscribed
will be offered to general public at $10 per share. Pro¬
ceeds—To be' used for further expansion of telephone
facilities.

• Forming Machine Co. of America, Inc., Bound
Brook, N. J.

Nov. 14 (letter of notification) 400 shares common stock
(par $1). Price—$100 per share. Underwriting—None.
Working capital. 7. / . 7 > , i
• Gillette Safety Razor Co., Boston, Mass.
Nov. 8 (letter of notification) 8,000 shares (no par) com¬
mon stock. Price* $33.50 each. No underwriter. 7 For
general corporate purposes. 7
• Gorton Oil Shareholders, Ltd., Racine, Wis.
Nov. 9 (letter of notification) 5,000 shares ($1 par) com¬
mon stock, to be issued in exchange for outstanding
certificates of interest in the Gorton Trust. No under¬
writer.

Gulf Atlantic Transportation Co., Jacksonville,
Florida

May 31 filed 620,000 shares of class A participating ($1
par) stock and 270,000 shares (25c par) common stock.
Offering—135,000 shares of common will be offered for
subscription by holders on the basis of one-for-two at
25 cents per share. Underwriters—Names by amendment,
and may include John J. Bergen & Co. and A. M. Kidder
& Co. Underwriters will buy the remaining 135,000
shares plus unsubscribed shares of the new common.

Offering price of class A $5. Proceeds—To complete »

an ocean ferry, to finance dock and terminal facilities,
to pay current obligations, and: to provide . working
capital. ' , ■ / y

Gulf States Utilities Co. (11/29)7 / /
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 11 a.m. (EST)'Nov. 29*
at office of Central Hanover Bank & Trust Co., Room A,
70 Broadway, New York.

Harrisonburg (Va.) Telephone Co.////7^/77 //•
Nov. 3 (letter of notification) 1,600 shares of 5% cumu¬
lative preferred stock ($100 par) and 5,750 shares ($10
par) common stock. Price—$100 and $16.50 per share,
respectively. Underwriter—Galleher & Co., Inc., Rich¬
mond, Va. Proceeds—To pay outstanding bank loans
floated to finance construction. - , 7 /. *?, ;

Hawaiian Electric Co., Ltd., Honolulu : 7;-'7.77
June 21 filed 150,000 shares of series E cumulative ($20
par) preferred and 50,000 shares of ($20 par) common.
Offering—Preferred will be offered to preferred holders
at l-for-3 rate and common will be offered to common

stockholders at l-for-9 rate. Underwriters—Dillon, Read
& Co. Inc. and Dean Witter & Co. will buy unsubscribed
preferred; unsubscribed common will be sold either at
public auction or to the underwriters. Proceeds—To pay
off short-term promissory notes and to carry merchan¬
dise inventories and receivables or to replenish treasury
funds. The balance would be used for other corporate
purposes or construction. Indefinite. (

• Heat Pump, Inc., Seattle, Wash.
Nov. 4 (letter of notification) 60,000 shares ($1 par)
common stock. Price, par. No underwriter. To manu¬
facture and sell heat pump units. Office: 1201 W. 92nd
Street, Seattle, Wash. • ; 7/7:/-7; 77:'
• Hilton Hotels Corp., Chicago
Nov. 7 (letter of notification) 1,248 shares ($50 par) con¬
vertible preference stock, to be offered by C. N. Hilton,
President. Price, $39 each. No underwriter.

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. - '"■ // v'v' ;7;7:r/
• International Petroleum Corp., Spokane, Wash.
Nov. 7 (letter of notification) 500,000 shares of common
stock. Price, 10c each. No underwriter. To drill for
oil and gas. 7;7/ 7;.? 1 /•:

Iowa Power & Light Co. (12/5)
Oct. 31 filed $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. Forean & Co. (jointly); The First Boston
Corp.; Smith, Barney & Co.; Halsey, Stuart & Co. Inc.

New York Boston* Pittsburgh Chicago

Philadelphia San Francisco Cleveland

Private Wires to all offices
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NEW ISSUE CALENDAR
November 17, 1949

New York. New Haven &

Ilartlord RR.__—_ ______Equip. Trust Ctfs.

November 22, 1949
Connecticut Light & Power Co.__Bonds, Preferred

November 23, 1949
American Natural Gas Co '_ Common

November 29, 1949
Gulf States Utilities Co --Bonds

Louisville Gas & Electric Co Bonds

Pennsylvania Electric Co Bonds, Preferred

Southern Co. ..Common

December 5, 1949
Iowa Power & Light Co Bonds
Steiner Paper Corp._________— .Stock

Proceeds—To pay off $1,500,000 of 2^8% promissory
. nbtes, for construction,-and to reimburse the treasury
"for construction expenditures. Bids expected Dec. 5.

• *Jere Woodring & Co., Hazleton, Pa.
Nov;v9-(letter of notification) 10,000 shares of 4l/2%
preferred stock (par $25). Price, par. No underwriting.

;;Working.capital.Y'VYYZ Y /ta?Y\YYY/Y' /V:/YZ'/'
<

. : 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. r/yZv;,/■■■■, YY .,,/'••/ Y^Y'YY Y.:Z
• King Bros. Productions, Inc., Hollywood, Calif.
Nov. 9 (letter of notification) 300,000 shares ($1 par)
common stock. Price, par. No underwriter. For gen¬
eral corporate purposes.

Louisville (Ky.)Gas & Electric Co. (11/29)
Nov. 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. Bids expected
Nov/'29.

• Lowe Seed Co., Aroma Park, III.
Nov. 7 (letter of notification) 1,500 shares ($100 par) $6
preferred stock. Price, par. No underwriters. For work¬
ing capital. , '

Madison (Wis.) Gas & Electric Co.
Oct. 20 filed 55,361 shares ($16 par) common stock.
Underwriter—None. Offering—Stock is to be offered
to present stockholders at the rate of one new share
for each five held at $22 a share. Proceeds—Expansion
of facilities. " Y

Mankato (Minn.) Citizens Telephone Co.
Oct. 17 (letter of notification) 1,600 shares (ho par)
common stock. To be sold to stockholders at $47 each.

No underwriter. To buy new switchboard and make ex¬

pansions to phone system.

• Mary Lee Candies, Inc., Norwalk, Ohio
Nov. 4 (letter of notification) 1,000 shares of 5Vz% pre¬

ferred stock ($10 par), convertible into three shares of
common stock each. Price, par. Underwriter—Grimm

Co., New York. For working capital to run three
new restaurant-candy shops.-

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 Share plans to distribute 150,010 shares to its

stockholders as a dividend, of which 30,009 will be sold to

take care of fractional stockholders. Underwriter—None.

Proceeds—E. B. & S. will use the proceeds to retire bank

loans..... . . <;< ' „ -1 •. ■

Yr Morris Oil Co., Ventura, Calif.
Nov. 4 (letter of notification) 5,000 shares ($1 par) com¬

mon stock. To be sold for between $5.50 and $7 each by

Clair E. Halliburton, Fresno, Calif., a director of the

•.company. Underwriters—First California Co., Dempsey-
Tegeler & Co., Morgan & Co., and James Ebert Co.

New England Electric System, Boston

tOctr. 14 filed 669.508 shares!, ($1 par) common stock.
Offering—Offered to stockholders of record Nov. 17 at
the rate. of one new share for each 10 held at $10.50

per share. Rights expire Dec. 5. Underwriters—Ham-
man Ripley & Co.< and Goldman, Sachs & Co. and Leh¬
man Brothers (jointly/ on Nov. 16 won the award, of
the issue on a subscription price of $10.50 per share, the
underwriting compensation being 24.9 cents per share.
Proceeds—For additional investment in the common

stock of subsidiary companies so that the subsidiaries
can finance construction programs.

• New England Manufacturing & Supply Corp.,
-■ New Haven, Conn.

Nov. 10 (letter of notification) 9.400 shares of 6% cumu¬

lative convertible preferred stock ($5 par) and 19,580
shares of class A ($1 par) stock ana 7,180 rights to buy
class A shares. The preferred stock will be sold at

$5 each and the class A at $3 each. Underwriter—E. F.
Bigoney & Co., New York.: To finance inventory com¬

mitments, carry out sales program, and for general cor¬
porate purposes.

New Jersey Power & Light Co.
June 9 filed 20,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters—Names to be determined

through competitive bidding. Probable bidders: Kidder,
Peabody & Co.; Smith, Barney & Co.; W. C. Langley &
Co.; Lehman Brothers. Proceeds—Will be applied to the
payment of the cost of, or in reimbursement of payments
made for, construction of additions and betterments sub¬
sequent to April 30, 1949. Sale deferred until later thi*
year/ ":""Y" " '■ •r'"/■'Y " '•/' ~ /. "V •

• Norfolk & Carolina Telephone & Telegraph Co.
Nov. 7 (letter of notification) 2,000 shares ($100 par)
common stock./Price, par. No underwriter. For con¬
struction services. /'//■'.//,/ /. v-YY.' V.v

'

Northern States Power Co. (Minn.) / ^
Oct. 24 filed 1,584,238 shares (no par) common stock.
Offering—Offered to stockholders of record Nov. 17 at
the rate of one new share for each six now held at $10.25
per share. Rights expire Dec. 6. To the extent that
such holders do not subscribe for the additional common,
the company will give to each employee the privilege
of subscribing for 150 shares or less, subject to allotment
if necessary., Holders of common stock will then be
given the additional right of subscribing, subject to allot¬
ment, for any remaining shares. Underwriters—Lehman
Brothers and Riter & Co. (jointly) won the award Nov.
16 on a subscription price of $10.25, with underwriting
compensation of 12.435 cents per share. Proceeds—to
repay bank notes issue for construction purposes.

Ocean Downs Racing Ass'n, Inc., Berlin, Md.
Oct. 27 filed 53,372 shares (50c par) common stock. Un¬
derwriter—None. 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. :.Y.

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 received SEC exemption from competitive bidding
requirements and has concluded an agreement with Ohio
Edison Co. whereby the latter, will, purchase the Ohio
Public Service stock for $35,000,000, the sale being con¬

tingent on Ohio Edison financing to provide the neces¬

sary funds. Financial advisor "to Ohio Edison Co. is
Morgan Stanley & Co. •

Pennsylvania Electric Co. (11/29)
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); Harriman
Ripley & Co. For bonds: Halsey, Stuart & Co. Inc.; Har¬
riman Ripley & Co.; The First Boston Corp.; Equitable
Securities Corp.; Kidder, Peabody & Co.; Kuhn, Loeb
& Co., Lehman Brothers and Drexel & Co. (jointly).
Bids expected later this month or early December. '
• Pennsylvania Independent Oil Co.
Nov. 2 (letter of notification) 2,269 shares of 4% pre¬
ferred riock (par S25). Offered to present preferred
stockholders at par. Underwriting—None.:: Corporate
purposes. - ;

Power Petroleum Ltd., Toronto Canada

April 25 filed 1.150,000 shares ($1 par) common of which

1,000,000 on behalf of company and 150,000 by New Yorlr
Co., Ltd. Price—50 cents per share. Underwriters—
S. G. Cranwell & Co., New York. Proceeds—For admin¬
istration expenses and drilling. Statement ;effectiv«
June 27. • " •//' / Y ///v' //"".':'.! \ Y S-;!

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 public
at $30 each. No underwriter. To increase the company's

surplus. Office, 107 Cone Street, Atlanta, Ga.

Public Service Co. of Indiana, Inc.
Nov. 7, filed 142,354 shares ($100 par) cumulative pre¬

ferred stocky Underwriters—To be sold at competitive

bidding: Probable bidders: Blyth & Co., Inc.; The First
Boston Corp.: Ohio & Co.; Harriman Ripley & Co.; Glore,
Forgan & Co.. Proceeds—To be used to pay part of the
cost of construction, additions and improvements.

• Right-Place Napkin Holder, Inc., Spokane,
Washington >

Nov. 4 (letter of notification) 259,000 shares of capital,
stock. Price, 20c each. No underwriter. To manufac¬
ture paper napkin dispenser. Office: N. 106 Division.
Street, Spokane, Wash.

Robinson Tag & Label Co., New York
Nov. 2 (letter of notification) $100,000 5% debentures,
due serially 1950-1959. Price, par and interest Under¬
writer—Oscar Burnett & Co.;, Greensboro, N. C. New
presses, working capital, eta. . * .

Rochester Gas & Electric Corp.
Nov. 3 filed 132,000 shares (no par) common stock. Of¬
fering—To be sold to present stockholders of record Nov.
22 at rate of one share for each seven now held. Under¬
writers—The First Boston Corp.; Lehman Brothers; Wer-
theim & Co.; Merrill Lynch, Pierce, Fenner & Beane;
George D. B. Bonbright & Co.; Little & Hopkins, Inc.;
Erickson Perkins & Co.; Sage, Rutty & Co., Inc. Pro¬
ceeds—Prepay indebtedness and for construction.

• Rohm & Haas Co., Philadelphia
, NoVk 14 filed 60,000 shares ($20 par) common stock, to
be sold by Mrs.; Phoebe W. Haas, wife of the company

President, Otto Haas. Underwriters—Drexel & Co. and
Kidder, Peabody & Co., both of Philadelphia. Price, by

Z amendment. 7 / :
. v /«

• r. Scheider Finance Corp., Pittsburgh
Nov. 10 (letter of .notification) 18,000 shares class A
common stock (par $1).,: Price—$5 per share. A total
i of 1.940 shares will be offered to holders of preferred
stock in exchange for their holdings in ratio of 20 class A
for each share preferred,- ZNo underwriting. Capital

• purposes; Y'Y Yv -: ■■■' Y.,"Y v; v.Z Z ■ ./ ' ■' ' . ••

t Smith,fine., Fargo, N. D. Y Y
Oct. 12 (letter of notification) 2.000 shares of 6% cumu¬
lative preferred stock ($25 par) and 15,500 shares ($5&
par) common stock. Price—Preferred to be sold at
$25 and common at $7.75/kUnderwriter—W. R. Olson Co.,
Fergus Falls, Minn. To retire bank loans.Z
• Snoose Mining Co., Hailey, Idaho
Nov. 8 (letter of notification) 250,000 shares (250 par)
common stock. Price, par. Underwriter—E. W. McRob-
erts & Co., Twin Falls, Idaho. To develop the Snoose

; Mine. >Z/ ,■:,, .;/ <v .,

Y .' -* M *;' \ ■ • • <_

Southern Co., Wilmington, Del. (11/29)
Oct. 28 filed 1,500.000 shares ($5 par) common stock.
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 & Co.*
Union Securities Corp. and Equitable Securities Corp*
(jointly). Proceeds—Additional common stock invest-

>/ ments in subsidiary operating companies. Bids expected
Nov. 29.;

. ta, //.:Y'Y.:, Z. Y . / . :Y..
•Speculators, Inc., New York

V Nov. 14 (letter of notification) 150.030 shares of capital
( stock (no par). Price—$1.50 per share. Underwriting—
None. Working capital. Office, 40 East 40th Street, New
York. • ' / " ' \ / '• *'

Stubnitz Green Spring Corp., Adrian, Mich.
Nov. 7, filed 183,339 shares ($1 par) common stock.' Un¬
derwriters—George A. McDowell & Co., and Baketf, Si-
monds & Co., Detroit. Proceeds—Sale being made by
eight stockholders. ' . Y

. Sudore Gold Mines Ltd., Toronto, Canada -

June 7 filed 375,000 shares of common stock. Price—$1
per share (U. S. funds). Underwriting—None. Proceeds
—Funds will be apolied to the purchase of equipment,,
road construction, exploration and development.

Sutherland Paper Co., Kalamazoo, Mich, .

Nov. 1 filed 34,400 shares of cumulative preferred stock
($100 par) convertible into common stock prior to 1960.
Underwriter—Harris, Hall & Co. (Inc.), Chicago. Offer¬
ing—Stock is to be offered to common stockholders of
record Nov. 21 for a period of 16 days at the rate of
one share for each 10 held. Proceeds—To move and
rebuild a paperboard machine, for additional manufac¬
turing and warehouse space, for a new boiler and for
working capital. Z'Z-'
: Union Oil Co. (Calif.) Z.
Oct. 17 filed 600,000 shares ($25 par) common stock.
Proceeds—The shares are to be issued in partial payment
for all of the 35,000 outstanding shares of capital stock
of the Los Neitos Co., an oil producing company.

United Minerals Reserve Corp., Chicago
July 27 (letter of notification) 270,000 shares of commoiL
stock. Price—$1 each. Underwriter—Edward W. Ackley
& Co., Boston. For development of mining properties.

. Universal Winding Co., Providence, R. I.
Nov. 4 (letter of notification) 6,500 shares ($5 par) com¬
mon stock, to be sold at market (about $9.6,25) by

Z Charles E. Mason, Jr., Chestnut Hill, Mass. Underwriter
—G. H. Walker & Co., Providence. . .-Z

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 & Curtly
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.

Younker Brothers, Inc., Des Moines, la.
Nov. 4 (letter of notification) 1,000 shares (no par) stock*
to be sold at $27.50 each. Underwriter—T. C. Henderson
& Co., Des Moines. Proceeds—To selling stockholder. - ■

(Continued on page 46)
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(Continued from page 45)
i

Welch Grape Juice Co., Westfield, N. Y.
Oct. 31 (letter of notification) 83,749 common shares
(par $2.50). Offered for subscription by stockholders of
record Nov. 4 in ratio of three new shares for each 11
shares held at $13 per share. Rights expire Nov. 25. The
total offering price will amount to $1,104,636 of which
5820,625 (approximately 74%) will be offered to a
single holder leaving a balance offered to the public at
$284,001. Issue not underwritten, but Navajo Corp.,
principal stockholder will purchase any shares not taken
by other stockholders up to a total of 83,749 shares. The
offering also includes 1,223 Treasury shares, making total:
offering 84,972 shares. Working capital. :

; :

Prospective Offerings
Cincinnati Gas & Electric Co.

Dec. 21 stockholders will vote on authorizing 3,500,000
additional shares of common stock, some of which will
be offered early in 1950 in connection with ah $85,000,000

, construction program. The exact amount will be deter¬
mined later. Of the 2,500,000 shares now authorized, all
but 6,000 shares are outstanding.

Denver & Rio Grande Western RR.

Company has applied to ICC for authority to sell $1,000,-
w

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.1 Pro¬
ceeds would be used to reimburse treasury for funds
used in redeeming $1,500,000 Denver & Salt Lake Ry.
1st 4s series A, due 1950, on Jan. 1, 1949.

'

Food Fair Stores, Inc.
Dec. 30 stockholders will vote on a proposal to raise
the authorized indebtedness from $5,000,000 to $12,000,-
000. If proposal is approved company is expected to
issue and sell $8,000,000 debentures. The increase is de¬
signed to retire $2,700,000 3V2% outstanding debentures
and to finance expansion of company's supermarket
chain. Probable underwriter: Eastman, Dillon & Co.

Illinois Bell Telephone Co.
The company has asked the Illinois Commerce Commis¬
sion for permission to issue 389,982 shares of- common
stock (par $100) pro rata for subscription by stockhold¬
ers. American Telephone & Telegraph Co. owns over

99% of the outstanding stock.
Plans for additional long-term financing are under con¬

sideration according to a company spokesman.

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. Probable bid¬
ders: A. C. Allyn & Co.; Harriman Ripley & Co. and
Merrill Lynch. Pierce, Fenner & Beane (jointly); Kidder,
Peabody & Co. and Blyth & Co. (jointly); Equitable Se¬
curities Corp.

Kansas City Power & Light Co. _//
Oct. 25 company announced that it plans to sell $10,-
500,000 of additional common stock and $20,000,000 of
funded securities* Proceeds would be used 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,
Steams & 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.

Lone Star Steel Co.

Nov. 4 directors have authorized the sale of 592,185
shares of common stock, to be offered for subscription
by present stockholders before being offered to the
public.

Magnavox Co.
Nov. 12 stockholders will be asked to authorize a prefer¬
ential stock issue as part of a proposed new financing

program. New financing will retire outstanding bank
loans and strengthen working capital. Maynard H. Murch
6 Co. will be underwriter.

New York Central RR.

» Nov. 4 reported company is planning the sale about Dec.
7 of $9,600,000 equipment trust certificates. It is ex¬

pected that certificates of the offering will be dated Jan.
1, 1950. Probabje bidders: Halsey, Stuart & Co. Inc.;

' Harriman Ripley & Co. and Lehman Brothers (jointly);
Salomon Bros. & Hutzler. Bids expected about Dec. 7.

• New York New Haven & Hartford RR, (11/17)
- Company will receive bids up to Nov. 17 for the sale
of $2,340,000 equipment trust certificates due one to 15
years. Probable bidders: Harris, Hall & Co. (Inc.);
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Lehman Brothers and Bear, Stearns- &- Co. (jointly);
Lee Higginson Corp. :

• Northern Indiana Public Service Co.

Nov. 15 Dean Mitchell, President, announced that com¬

pany has no intention at this time of selling additional
common or preferred shares, except to refinance the
211,380 shares of 5% preferred: now outstanding.; A
special meeting of stockholders" has been called for
Dec. 15 to authorize a new class of 500.000 shares of
cumulative preferred stock and to increase the author¬
ized common stock from 3,000,000 to 3,500,000 shares. ,

Northern Natural Gas Co. -v .'■■v'-V
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 by the issuance
of some additional common stock. If bonds, probable
bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.";
The First Boston Corp.; Kidder, Peabody & Co.

• Ohio Edison Co.

Nov. 14 company applied to the SEC for authority to
buy from Cities Service Co. its holdings of 2,000,000
shares ($7.50 par) common stock of Ohio Public Service
Co., Cleveland. Ohio Edison will pay $35,000,000, or
$17.50 a share, for the stock, f it also plans to buy, on
equivalent terms, the remaining 1,000,000 shares of Ohio
Public Service stock held by the public. Ohio Edison
then plans to merge the two companies. Cities Service
has been ordered to dispose of its interest in Ohio Public
Service. It sold 1 000,000 shares to the public earlier this
year and was authorized by the SEC on Nov. 2 to enter
into private negotiations for sale of the remaining block.
The proposal involves the purchase by underwriters,
through negotiation, of 2,000,000 shares of Ohio Public
stock. The underwriters are to pay Cities Service $35,-
000,000 cash. Ohio Edison would issue and sell through
such underwriters up to 144,000 shares of its ($8 par) com¬
mon stock at a net price of not less than $29 a share,
with a maximum realization of $35,000,000. If the aggre¬
gate public offering price of its shares is less than $35,-
000.000, Ohio Edison will pay the difference to the under¬
writers in cash. Ohio Edison;asked exemption of the
stock from competitive bidding and authority to borrow
from banks the cash necessary to be delivered to under¬
writers or to public holders of Ohio Public Service com¬

mon. The SEC set the matter for hearing Nov. 23. Mor¬
gan Stanley & Co. is acting as financial adviser to Ohio
Edison.', '//- •• v.'' ;'//'.■;///;

Public Service Co. of Colorado VT.,. « ,y ,

Nov. 8 company is expected to be in the market shortly
for new equity capital to finance its construction.rand
expansion program. Traditional underwriter:.;,The First
Boston Corp. ;^

San Diego Gas & Electric Co.
Oct. 15, it was announced that the company plans to,
offer some time in 1950 an issue of permanent securities,
either stock or ponds, the net proceeds of which are to
be used to retire then outstanding bank loans. Probable
bidders: Blyth & Co.; White, Weld & Co. and Shields &
Co. (jointly); The First Boston Corp.; Halsey, Stuart &
Co. Inc. (bonds); Merrill Lynch, Pierce, Fenner & Beane;
Union Securities Corp.; Lehman Brothers , and Bear,
Stearns & Co.; Salomon Bros. & Hutzler.

{

• Sayer & Fisher Brick Co.
Nov. 17 stockholders will vote on authorizing issuance
of 106,584 additional shares (par $1) common to be of¬
fered for subscription by stockholders of record Nov. 2
at S2 per share on a l-for-3 basis. Stockholders also will
be asked to approve' the borrowing of not exceeding
$350,000 to be secured by a first mortgage. Proceeds of
both issues will be used for expansion, etc.

'
' Sharp & Dohme

Nov. 4 directors gave tentative approval to the proposed f
offering next year of a new non-convertible preferred !
stock; in exchange for company's outstanding series A 1
preferred. It is expected that the terms of the transac- (
tion, still to be determined, will encourage present pref- f
erence holders - to exchange their shares. ' Any unex- i
changed shares, it is believed, will be redeemed at $75 j
a share, up to a certain amount, through the sale to an :

underwriting group of additional shares of the new issue. "
Underwriters may include Alex. Brown & Soils and *
Drexel & Co. - • , }
• South Carolina Electric & Gas Co. !
Nov. 11 a two-way application has been filed by com- j
pany with the P. S. Commission of South Carolina for '
refunding $22,200,000 of company's outstanding .3%%
and 3%% bonds. First step in the program seeks per- /
mission for the company to transfer and convey the
assets and liabilities of South Carolina Power Co., its
wholly owned subsidiary, to South Carolina Electric liT
liquidation. > In a second step, South Carolina Electric '
asks permission to refund its outstanding bonds under •

terms of South Carolina Power's bond indenture to pro-/
vide for future mortgage financing. It is contemplated
that South Carolina Electric will submit the program"'*
for approval of the FPC at a later date. In event com- -

panv sells bonds, probable underwriters include Halsey,
.. Stuart & Co. Inc.; The First Boston, Corp. - : /

Steiner Paper Corp. (12/5) "r: '-'j
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 stock 1
of the corporation, The 575 shares constitute 100% of *
the issued and outstanding capital stock of the company,'
The stock is held by the Attorney General as a result of ■>

"

vesting action under Vesting Order dated Jan. 20, 1948, -

/pursuant to the Trading with the Enemy Act. All bids. -

r 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. - .

• Texas Power & Light Co.
Oct. 28 Texas Utilities Co. in SEC application covering .

bank loans to foe advanced to subsidiaries to finance::
'

their construction program, it was revealed that Texas!
; Power & Light plans permanent financing probably to'

extent of $7,000,000 of bonds before August, 1950. Prob- {
able bidders for bonds: Halsey, Stuart & Co. Inc.;*
/ The First Boston Corp.;.Blyth & Co., Inc.; Kidder, Pea-:
body & Co. and Smith, Barney & Co. (jointly); W. C. ;
.Langley & Co. and Glore, Forgan & Co. (jointly); Carl/
M. 'Loeb,■vRhoades *&.*Co.* and E. H. Hollins .& Sons-,

jointly),;> Union Securities! Corp.; Drexel & Co. and
.^Hemphill,: Noyes,& Co.;(jointly);; Lehman Brothers; 1
/Jalomon Bros. & Hutzler/" "/ * ? ' * "-T>j - '

^ ' Virginia Electric & Power Co;.--/*/ :///:::/
, Nov. 2 reported company, plans to. raise $42,009,000**
^-through public financing in the next two years in con-:
'

nection with its $53,000,000 construction and expansionV
program! Company presently expects to raise betweeni

*

$22,000,000 and $25,000,000 of its new money require- ,

/ ments in 1950. Depending upon market conditions, the
company plans to sell either preferred stock or deben¬
tures next March, and* will raise the balance of 1950*.
capital requirements by the sale of first mortgage bonds

/.around September 1950. No additional , common stock V
v financing is planned for 1950. Traditional underwriter: *

Stone & Webster Securities Corp. However, if bonds
v are sold competitively probable bidders include: Halsey
■" Stuart & Co. Inc.; Stone & Webster; Securities Corp.;
White \Weld & Co.; Union Securities Corp.; Salomon ;
/ Bros. & Hutzler; Merrill Lynch, pierce Fenner & Beane, .

,v and Hallgarten & Co. (jointly): Glore, Forgan & Co!, T
and W. C. Langley & Co. (jointly). '• '• : " : 1 ■

tC ^

Currently it is indicated that
the high-grade bond market, that
is, choice names among public
utilities, railroads and industrial

corporations will finish this year

around their best levels.

The seasoned list, by and
large, has retraced all the
ground lost pricewise in the
early part of the year prjor
to the about face in monetary
palicy executed by the Federal
Keserve Board and the Treas-

; uryv Department in the late
«>Hng.

In fact prevailing conditions, as

exemplified by price levels and
yields, along with the current easy
money policy of the Administra¬
tion, are such that some corpora¬
tions might feel impelled to try
refunding where this could be ac¬

complished at a worthwhile sav¬

ing in interest costs.
The only possible drawback

in that direction very likely
would be the attitude of large
institutional investors who, in
present circumstances, consti¬
tute the bulk of the market for ,

gilt-edge corporate obligations.
This element has not been par¬

ticularly keen about absorbing
new issues much below a 3%
basis, and there is nothing at
the moment, to indicate any re¬
cent change.

% True Madison Gas .& Electric
Co., the other day sold an issue of
30-year bonds to bankers for a

price of 100.39 for a 2%7<? coupon,
which would indicate reoffering
at a price to yield about 2,53%.

This figured out as the low¬
est interest cost on utility fi¬
nancing for about three years.
But the issue involved only $3,-
000,000 and momentarily the
new offering market is suffer¬

ing a dearth of business so that
the terms here may not be re¬

garded as typical. ; * ' '

Prevailing Yields

By way of illustrating the scope
.of the recovery which has . oc¬

curred in the high-grade market,
it can be noted that yields for top
public utility paper range from
2.58% for Triple A's to 2.81% for
A ratings, with BAA rated bonds
j-ielding 3.17%. • -*, -

Meanwhile triple A industrial
bonds offer an average return
of 2.52% with A ratings aver¬

aging 2.95% and BAA's 3.95%..
Best rails are now command¬

ing prices which figure an aver?

age yield of 2.70% ranging up.L
to 3.33% for single A ratings.
All the aforementioned classifi- 5

cations are guided naturally by
the money market. . ,

In the case of secondary issues,
where earnings are a big factor,
the spread is quite substantial;
even though with the exception
of the rails, operating results are

generally satisfactory.

;//:1 ; To No Avail ' ! -"
A proposal ^ by an investment-

banking firm that Consolidated
Gas, Electric Light & Power Co.,
of Baltimore go to competitive
bidding in the sale of its projected
$20,000,000 of new 35-year first-
mortgage bonds has proved un¬

availing. ~ ';.//
The company has arranged to.

sell the bonds privately and the
i Maryland Public Service Com¬
mission informed. the bankers
that it would not interfere with
the utility's plans.

The bankers offered, if the deal
was made -competitive, to enter a
bid at least as good as the price

agreed upon privately, and to ab¬
sorb in addition a company esti¬
mate of additional expenses that
might be incurred. r;\ .y; /' ;

/; ; • Inventories Pared ; ! t //
The recent protracted dearth in

new emissions has provided an

opportunity for bankers to work
off unsold portions of new issues
remaining on their shelves*

The group which brought out
_ $40,000,000 of Indianapolis
Power & Light Co.'s new 2%~%
several weeks ago was reporied

. negotiating to place the. unsold
balance of some $23,000,000 of
the issue with institutional in¬
vestors at a price a shade under
the 102^ fixed for public offer¬
ing.- \ '/ '.
. Closing of this operation would
reduce by approximately one-
third the estimated $63,000,000 of
unsold new issues of recent date,
which go to make up the "blue
list" • still available on - dealers'
and underwriters' shelves. /:/ < ,,
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Roswell Magill

Roswell Magill Recommends Tax Changes
"Former Undersecretary of Treasury urges elimination of double
taxation of dividends; liberalization of depreciation deductions;
clarification of reorganization and trust sections of Revenue Code;
and requirement that Treasury tax regulations be approved by

- Joint Congressional Committee.
Addressing the New York State Society of Certified Public

Accountants in New York City on Nov. 14, - Roswell Magill, New
York attorney and former Undersecretary of the Treasury, urged
the elimination of double taxation of dividends. He also advocated

the following <$> —, _, . 1————-—-

other propo¬

sals w h ich

Congress
should adopt
at its next

♦session and
which he as¬

serted should
have top pri¬
ority even in
\ a crowded leg¬
islative calen¬

dar: r

,/(l) Liberal¬
ization of the

depreciation
deduction al¬
lowable for

business income tax purposes. '
(2) Elimination of uncertainties

of judicial interpretations of the
reorganization and trust sections
of the internal Revenue Code by
providing that the sections "mean

*

what they say." v , ' ,; -1 < 1
! (3) Requirement that all Treas-

v «ry regulations be submitted fdr
4
approval to the Joint Congres¬
sional Committee on Internal Rev-

*

enue Taxation. \"
f The double tax on corporate
: dividends, Mr. Magill; declared,
* gives corporations "a -powerful
*

stimulus to raise new capital by
issuing bonds or debentures rather

' than stock—a result that the SEC
works to forestall in areas com¬

mitted to its charge." He added;!
"The tax situation as to corpo¬

rate dividends discourages indi¬
vidual investment in equity se¬
curities at a time when general
governmental policy seeks to en¬

courage new investment and max-

. imum production. New capital for
investment is known to be short,
yet the tax law encourages the
purchase of tax-exempts, not of

..common stock." r

' The double tax, Mr. Magill said,
cannot be defended merely -be¬
cause it produces revenue, since
it is grossly discriminatory and
unfair; and, H it were eliminated,

the business economy would work
better and thus produce more?

Discussing depreciation, Mr.
Magill told the CPA Society the
Treasury and industry would be
spared considerable controversy if
depreciation deductions were al¬
lowable for income tax purposes
on the basis of the rates and

amounts consistently, taken in the
books of accounts and reports to
stockholders.

. ' "In the long run," he said, "the
Treasury would suffer no loss of

revenue; and even in the short
run, not much loss, in view of the
always threatening possibility of
higher tax rates.

"Of course, as an initial propo¬
sition Congress may want to) be
more cautious. The deduction of

original cost might be required to
be spread over some arbitrary
term of years, say five; or the
taxpayer might be allowed to de
duct 40%" the first year and the
balance pro rata; or the reason¬
ableness of the deduction might
be regarded as established, if it

HELP WANTED

Salesman Wanted
We desire Hie services of one experienced
salesman with clientele in unlisted se¬

curities. We will furnish qualified leads
and give full cooperation,

J. ROY PROSSER & CO.
11 Broadway New York 4, N. Y.

WHitehall .4-1476 .' t

Trader-Salesman
Long established over-the-counter
house seeks an experienced Trader
with established clientele. Our com-'
plete Trading Dept. and research
facilities will be at your disposal.

Drawing account $150 weekly
against liberal commission.

Replies will be held in strictest
; confidence. • •« t

Box G 203 Financial Chronicle, ,

25 Park Place, New York 8

SITUATION WANTED

;l

TRADER-CLERK
Alert, aggressive, with 20 years'

brokerage experience spent with 3

firms over-the-counter and Stock

Exchange members. Complete
knowledge of entire office routine,
trading and cashier's department.
American, age 39. Would prefer
connection with firm with limited

personnel. Salary secondary to

potential possibilities. Box W-714,
Commercial & Financial Chronicle,
25 Park Place, New York 8, N. Y.

DIVIDEND NOTICES

American Encaustic
'*■ Tiling Company

Dividend Notice * ■

A dividend of twelve and one-half ccnti
(12.5c) per share has been declared
by the Board of Directors payable
November 30 to stockholders of record
at the close of business on November
23, 1949. - • . - ; ♦ "r• ■ ;

ALUS •CHAINERS
ACV MFG. CO.—

COMMON DIVIDEND NO. 102

A regular quarterly dividend of forty cents

-<40q) per share, plus an extra dividend of
forty cents (40^) per share, on the issued
and outstanding common stock, without
par value, of this Company have been de¬
clared, payable December 23, 1949, to
stockholders of record at the close of busi¬
ness December 2, 1949,

"

PREFERRED DIVIDEND NO. 13 •'

A quarterly dividend of eighty-one and
one-quarter cents (81%^) per share on

the 3'/4% Cumulative Convertible Pre¬
ferred Stock, $100 par value, of this Com¬
pany has been declared, payable December
5. 1949, to stockholders of record at the
close of business November 22, 1949.

Transfer books will not be closed.

Checks will be mailed. j
W. E. HAWKINSON,
Secretary and Treasurer.

November 3, 1949.

does not exceed by more than 50%
that which the examining agent
believes to be correct.

"The essence of the reform, in

any case is to pull the deduction
out of the field of annual con¬

troversy: to encourage taxpayers,
by more liberal depreciation de¬

ductions, to keep up with new

developments and to buy new
machines. By that policy, our
business economy can be kept
fresh and vigorous."

Declaring that "we need badly
to be led out of our current Alice-

in-Wonderland, where the lan¬
guage of tax laws does not mean
what it says," Mr. Magill said
that Congress should provide for
the clarification of the reorgani¬
zation provisions and of the pro¬
visions for taxing the incomes of
estates and trusts.

On the problem of providing for
approval of Treasury Regulations
by the Joint Congressional Com¬
mittee on Internal Revenue Taxa¬

tion, Mr. Magill noted that there
have been notable instances in
which the Treasury construction

DIVIDEND NOTICES

AtlasCorporation
33 Pine Street, New York 5.N.Y-

Dividend No. 32

on Common Stock

A regular quarterly dividend of 40<*
per share has been declared, pay¬
able December 20, 1949, to hold¬
ers of record at the close of busi¬
ness on November 28,

Stock
1949 on

of Atlasthe Common

Corporation.
Walter A. Peterson, Treasurer

November 10, 1949 ' ?- :

of the revenue act was directly
contrary to the Congressional pur¬
pose as expressed in the commit¬
tee reports.
He termed as drastic a proposal

by a member of the House Ways
and Means Committee to set up a
new agency to prepare the official
regulations, and asked:

DIVIDEND NOTICES

JOHSS-MAMVlUt

iZ\
pkooucn

Johns-Manville
Corporation

DIVIDEND

The Board of Directors declared a year-end
dividend of $1.30 per share on the Common
Stock payable December 9, 1949, to holders
of record November 28, 1949.

ROGER HACKNEY, Treasurer

LOEW'S INCORPORATED
MGM PICTURES * THEATRES • MGM RECORDS

November 16, 1949

The Board of Directors has declared
a quarterly dividend of 37J£c per
share on the outstanding Common
Stock of the Company, payable on

December 31, 1949. to stockholders of record
at the close of business on December 13,
1949. Checks will be mailed.

CHARLES C. MOSKOWITZ
Vice Pres. d* Treasurer

"Would it be better to permit
the Regulations to be drafted by
the staff of the Commissioner of
Internal Revenue, as at present,
but provide for approval before
publication, not by the Secretary
of the Treasury (the present re¬
quirement), but by the Joint Con¬
gressional Committee on Internal
Revenue Taxation?"

'THE GREATEST NAME

; ; IN WOOLENS"

AT the meeting of the Bdard ofDirectors of American Woolen

Company, held today, the following
dividends were declared:
A regular quarterly dividend of

$1.00 per share on the $4 Cumula¬
tive Convertible Prior Preference
Stock payable Dec. 15, 1949 to stock¬
holders of record Dec. 1, 1949.

. A regular quarterly dividend of
$1.75 per share on the 7% Cumula¬
tive Preferred- Stock payable Jail.
16, 1950 to stockholders of record
Dec. 31, 1949.
A dividend of $.50 per share on

the Common Stock, payable Dec. 15,
1949 to stockholders of record Dec.
1, 1949.
Transfer books will not be closed.
Dividend checks will be mailed ,,

by the Guaranty Trust Company of
New York.

. „ F. S. CONNETT,
Treasurer,

November 16, 1949. 4

American ~ Cyanamid Company
\ Preferred Dividend

The Board of Directors of American Cyanamid Company on November 15,
1949, declared a quarterly dividend of eighty-seven and one-half cents
(87per share <pn the outstanding shares of the Company's 3V2%
Cumulative Preferred Stock, Series A, payable January 3, 1950, to the
holders of such stock of record at the close of business December 1, 1949.

*

4 • a

, Common Dividends

The Board of Directors of American Cyanamid Company on November 15,
1949, declared

1, A quarterly dividend of fifty cents (50^) per share on the out¬
standing shares of the Common Stock of the Company, payable
January 3, 1950, to the holders of such 'stock of record at the close
of business December 1, 4#49;

and
2. A special dividend of iixty-two and one-half cents (621/2(0 Per

share on the outstanding shares of the Common Stock of the Com¬
pany. payable January 3, 1950, to the holders of such stock of
recorcHat the close of business December 1, 1949.

n>- R. S. KYLE, Secretary.

International Salt
company

DIVIDEND NO. 142

A dividend of ONE DOLLAR

AND TWENTY-FIVE CENTS

a share has been declared on the

capital stock of this Company,

payable December 21, 1949, to
stockholders of record at the

close of business on December

6, 1949. The stock transfer
books of the Company will not
be closed.

Hervey J. Osborn, Secretary

ran

ftiRKGSS.STRAlTOfl]

BRIGCS & STRATTON

CORPORATION

DIVIDEND \

The Board of Directors has declared a

quarterly dividend of twenty-five cents (25c)
per share and an extra dividend of One
Dollar and ten cents ($1.10) per share, less
2.81 per cent Wisconsin privilege dividend
tax, on the capital stock (without par

value) of the Corporation, payable Decem¬
ber 15, 1949, to stockholders of record
November 29, 1949.

L. G. REGNER, Secretary.
November. 15, 1949

DIVIDEND NOTICES

Newmoiit Mining
Corporation
Dividend No. 85

On November 15, 1949, Newinont Mining
Corporation declared a year-end dividend in
the amount of twenty-five cents (25<) per
share in cash, and one-twenty-fifth (l/25th)
of a share of the Capital Stock of Hudson Bav
Mining and Smelting Co., Limited, upon each
share of NewmOnt Mining Corporation stock
issued and outstanding on November 25, 1949,
payable December 15, 1949, to stockholder* of
record at the close of business November 25,
1949. No fractional shares of Hudson 'lav-
Mining and Smelting Co., Limited Stock will
be issued. Fractional shares will be settled m
cash at prices prevailing on the record date.

GUS MRKVICKA, Treasurer.
New York, N. Y., November 15, 1949. ,

REEVES BROTHERS, inc.
DIVIDEND NOTICE

A quarterly dividend of 25c per

share has been declared, payable
January 3, 1950, to stockholders of
record at the close of business De¬

cember 5, 1949. The transfer books
of the Company will not be closed.

J. E. REEVES, Treasurer
November 14, 1949 *

Safeway Stores, Incorporated
Preferred and Common

Stock Dividends

The Board of Directors of Safeway
Stores, Incorporated,on November 11,
1949 declared quarterly dividends on

the Company's $5 ParValue Common
and 5 % Preferred Stocks.
The dividend on the [Common

Stock is at the rate of 40c per share
and is payable December 15,1949 to
stockholders of record at the close of

business December 2,1949-
The dividend on the 5% Preferred

Stock is at the rate of $1.25 per share
and is payable January 1, 1950 t<?+„
stockholders of record at the close of
business December 2, 1949-

MILTON L. SELBY, Secretary.

November 11, 1949.

THE UNITED CORPORATION

To the owners of COMMON STOCK

A special capital dividend of one-tenth (1/10) share of
Niagara Hudson Power Corporation Common Stock has been
declared on each share of the Common Stock of The United

Corporation, payable December 31, 1949 to stockholders of
record December 1, 1949. Payment of this special capital divi¬
dend has been approved and directed by the Securities and

. Exchange Commission pursuant to the Public Utility Holding
Company Act.

Only full shares of Niagara Hudson Power Corporation
Common Stock will be distributed. Cash will be paid in lieu of
fractional shares.

In order that stock certificates and checks may be correctly issued,
IT IS IMPORTANT that you make certain that

(1) your stock is registered in your own name, or in the
name of an authorized agent, and

(2) your correct address is on file with our Transfer Agent,
, J. P. Morgan & Co., Incorporated, 23 Wall Street, New

York 8, N. Y.

THE UNITED CORPORATION

By WM. M. HICKEY, President.

Wilmington, Delaware
November 10, 1949

/
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Washington..
Behind-the-Scene Interpretations

from the Nation's Capital And You

BUSINESS BUZZ

\

WASHINGTON, D C.—From now until New Year's a great many
w,qf the headlines out of the nation's capital on financial and economic
questions are going to be by courtesy of the Joint Committee on the
Economic Report. -

That committee is now con-^
ducting a four-ring circus, with
subcommittee studying the "ef¬
fectiveness and coordination" of

monetary and fiscal measures, the
problem of providing equity cap¬
ital for business, the problem of
•the low income families, and
finally, the relation of employ¬
ment to economic stability.

Already the headlines have
\ started with publication of the
report of the JEC staff on the
replies to the monetary* study

—

questionnaire, and hearings-on
that subject. Four subcommit¬
tees ot the JEC are studying
these four separate subjects. At
least three of the subjects, the
"monetary, investment, and low
Income families, are scheduled
for public hearings to run from
time to time between now arid

. New Year's.;; v •• j' ;;
These public hearings will be

forumsJwhere all:sorts of ideas
will be assorted and controverted.

Possibly even some new legisla¬
tive measures ultimately suscep¬
tible of finding their way into
statute, will first be unveiled be¬
fore these hearings. In any base
there:will be opinions galore and
much palaver about how to im¬
prove, take apart, and <• sew to¬
gether the U. S. financial and
economic machine. I

^ V.j':
"

This Joint Committee on the
-Economic Report is a creature of
the Legislative Reorganization Act
of 1946. That act set up this spe-
icial joint committee of House and
Senate members for the express

purpose of considering (with
theoretical non-partisan detach¬
ment) those measures of an eco¬
nomic and financial nature best
calculated to maintain the Ameri¬
can economy "stable"— but not
.really stable. The sponsors incori-
sistently believe in "stability" so
long as it is constantly rising
"stability." . -v ■ ,/u

And the Joint Economic Com¬
mittee was supposed to take
apart and analyze the Presi¬
dent's own recommendations for

promoting this unusual idea of
"stability," and to modify the
President's recommendations
with Its own. The JEC's formal ~

*

recommendations were to be
transmitted to the rest of the
Congress, for enactment,, and
were intended to be taken seri-

'

ously. " '■ \ 'V.
% % %

Actually the Joint Economic
i Committee has never performed
in fact the theoretical assignment

; with which it * was endowed by

| statute; In practice the legisla-
j five, committees would pay no
'

attention to the JEC, which in
.reality is a study committee with
rno power , to introduce, get con¬

sidered, and pilot through the
'

House, or Senate, any legislative
•' recommendations it might hit
, mpori; 'The legislative committees
were jealous of their own prerog-
atives. \ ' ■" '•,: •

In fact the members of the
JEC themselves never took

\ their legal function seriously, of
■, drafting a carefully-considered
set of recommendations for
maintaining economic "stabil¬

ity," and seeing to it that the
( legislative committees were per- „
suaded to enact them. Almost*
from the beginning the profes¬
sional staff had difficulty get¬
ting the members of the JEC to

r even* read the drafted recom-

v jnendaiions,"'-and had to walk

around the Capitol for days at
a time trying to catch a Senator
or a Representative to get him
to read a JEC report and sign it.
In practical operation the mem¬

bers of the JEC refused to con¬

sider themselves privy councilors,
Shying away from mere politics^
and operating in the lofty realm
of statesmanship. The majority
reports have supported the Ad-
minstration or condemned it, as
the case might be, and the minor¬
ity, vice versa.

,' „, * * ■*# ■ •

Despite the fact that the Joint
Committee on the Economic Re¬

port doesn't have much to do
along the lines for which it was

created, and despite the further
fact that it is not a legislative
committee, or a major direct fac¬
tor in legislation, the committee
does have another use. That use

has come to be worked to the
maximum since the majority of
the committee passed into Demo¬
cratic hands, and in particular, in
hands which are aggressively
"Fair Deal." A,, pjv

That use is to plug arid work ,

and strive for the Planned Econ- ;

. omy. r Only it is not so called.
The Employment Act of 1946, -
which created the Council of
Economic Advisers to ' the

President, has as its "basic eco¬
nomic goals of the nation the
promotion of maximum employ¬
ment, production, and purchas¬
ing power," as the JEC staff
never tires of pointing out. The
committee itself is supposed to
work in Congress for the same

goal as the Council.
.»■ The JEC now works day and
night for "maximum employment,
production, and purchasing pow¬
er." It does that with reports
which constantly harp upon the
expanding economy, via govern¬
ment planning, although the word,
"planning," is i n tent ion all y
dropped out of all JEC literature
as far as possible since it became
a politically vulnerable word.

Thus, in a late report, "Low :
Income Families and Economic

Stability," the familiar theme is
plugged that the poor are poor¬
er than the middle class, that
they don't eat as well, live in as j
good houses, or get as good j
medical care, and that some- j
thing should be done about it. I

In hearings such as those now

getting under way, the theme of
planning for "stability" with ex¬

pansion, is harped at in questions
slanted by. the committee. The
staff, which is .predominantly
composed of doctors of philosophy
with an ardent belief in govern¬
ment measures Jo "improve" the
economy, angles the questions
when it can to bring out this line
of thinking. , ,

.In fact, the Joint Economic
Committee has, through hear¬
ings and reports, now, become
one of the most influential
agencies for propagandizing for
the government-mariaged-econ-
oiny—not for embracing the lit¬
eral Jdea of government man¬
agement—but through adopting
scores of broad measures which
make government management
inevitable. . .;

*
.

. * #

Last week's election results un¬

doubtedly will discourage the
wavering conservatives of both
parties in their opposition, to the
"Fair Deal" program in Congress
nextyear. Senator Dulles cam-'

"Your wife just phoned, Mr. Van* Bucksmore, she said the
next time you sneak out without washing the breakfast dishes

you'll get a lump on the head!" a *

paigned against much of the do¬
mestic program of the Truman
Administration, and got beaten.
Necessarily the President and his
supporters are jubilant.
While in this case open opposi¬

tion to the statism of the Truman
Administration did not pay off in
election results, the defeat of Sen¬
ator Dulles, however, will work
no miracle whereby all of the
Truman program will go through
in 1950, or even a very great deal
more than might have gone
through in any case. • f

President Truman must make

'up his mind in '50, in view of
the fact that the session prob¬
ably will be limited to six or

seven months, to jettison part of
his program or postpone it, and
concentrate on what practically:
can be. achieved within the
time available—or look forward
to another disorganized session
like that of this year. Any im¬
portant "civil rights" legislation
probably will fail, and an at¬
tempt to, push a Federal "fair
employment 4 practices" b i 11.
would cause a bitter split with
his conservative following* Who*
are not yet mortgaged to the

~

radicals. Maybe anti-lynching
or something on the poll tax
will pass, politically big sound¬
ing, but relatively unimportant,
things.' .J .% ; ,

Treasury "tax note" sales have

dropped back to their normal rate

of around $300 to $400 million per

month, after zooming during July
and August to about $1 billion per
month. Chief reason for the high
summer sales was the temporary
drop in the short-term govern¬
ment rate. Now that the bill rate
is up to 1.06 to 1.07% on 90-day
money, the tax notes, which only
pay 0.96% if held a minimum of
four months, are not so attractive.
Originally, during the war, these
notes were redeemable only for
tax liabilities. ■V'v:.j"'.

It is now believed that the

Treasury will postpone until
next Spring the decision on the
question of whether to raise
new money, and in what form
of a security. Meanwhile, later

„ this month an announcement is
due on the terms of the Treas¬

ury note which will be used
for December refunding. Qfdi-
narily, receipts of trust - funds
accounts exceed cash disburse¬
ments. This year, with the
Treasury paying out up to $2.8
billion from trust funds for re¬

fund of overpayments on World
-War. H insurance premiums, the
Treasury cash deficit will come
pretty close to its-budgetary

» deficit* and some new money

probably will be required be¬
fore the year end next June 30.
J-■ > /; * *«. ■ ■

One of the interesting features
of the RFC loan to Kaiser auto,

which has come to light, is that
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the government through the,War,
Assets which still :has the title to
Kaiser's Willow Run assembly
plant, has waived its claim to this
plant'in favor of the RFC. This
was done so RFC could take the
Willow Run plant as collateral
for the $34.4 million chunk of its
loan to the auto firm. ,r

RFC how becomes the second
important government; agency
which finds itself in direct op¬
position to the chairman of an

appropriate legislative group

handling its affairs in Congress.
Chairman J. William Fulbright
of the RFC subcommittee of the
Senate Banking Committee,
asked RFC to hold up the
Kaiser loan. The RFC refused.

Fulbright also has the hacking
other members of the subcom¬

mittee, >

1 This situation is not calculated
to make RFC happy, for it threat¬
ens its position and standing on
the Hill. J A subcommittee chair¬
man has discretion enough ; to
throttle legislation hostile to an

agency, when he likes the agency.
On the other hand, the chairman
can allow hearings On legislation
hostile to an agency. Finally, he
can be very reluctant about con¬
sidering legislation an - agency
wants. •" ■" '<, V: "

In this particular case, Sen¬
ator Fulbright aims to call RFC
on the carpet next year with
respect to both its Kaiser and
Lustron loans. ,

A previous agency to run di¬
rectly afoul of its appropriate
legislative committee Is the
Home Loan Bank Board, which
put into force certain regula¬
tions which Chairman Maybank
of the Banking Committee asked
the Board to delay. ;

(This column is intended to re¬

flect the t(behind the scenen inter-

prelation jrom the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)

M

Business Cycles in Selected In¬
dustrial Areas—Philip Neff and
Annette Weifenbach—University

of California Press, Berkeley 4r

Calif.—Cloth—$4.
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