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Economic Factors Make A
Severe Depression Unlikely!

Cfcjief

By HAROLD G. MOULTON*
President, Brookings Institution

> of;prominent > research institution, commenting on
fears and forecasts of depression, outlines factors and
forces which have been in operation to maintain high level
of I business in postwar era. * Sees no depression "around
the corner/' but warns periodical business fluctuations and
even severe depression may be inevitable. Lays continua- *

tion of high business activity to high level of auto and
I v v building construction, and concludes j

with1 wisely administered government j
support, coupled with unemployment
reserves and other savings, future de¬
pressions may be mitigated.; v *
.-The striking, fact about. business
since the war has been the very high ■

and well-sustained level 'of produc-
-Ttion and^employment. The striking
r fact about.,,business forecasting has
been the continuous expectation of;
an early business recession. At the
end of the war the pessimism was

widespread and deep-seated.. At the
end of 1945 and ' again 1947, some
observers conceded the possibility of'

Harold G. Moulton .;,a year or more of good business; but'
still the keynote was usually one of"

confidence that depression was overdue. At the begin¬
ning of 1949 the view became widespread that the long-
overdue depression was at last at hand. Moreover, read¬
justments in various sectors of the economy had been in
evidence since the early Autumn. ^

To understand the business phenomenon in this coun¬

try it is necessary to review very briefly the nature of
the factors and forces which were operating in this par¬
ticular postwar era. Some of them resembled the forces
present after former wars, but others were essentially
different. ' vV- ' .J' •>.

Replenishment of Consumer Goods—The first stimulus,
(Continued oj page 36)

*An address by Dr. Moulton at the American Weekly
Luncheon, New York City, Dec. 5, 1949. - .

EDITORIAL ' ::.'V J

/I Jis'We See Jt
Vi A Basic Issue Is Being Joined :
President Truman spent last week technically

on vacation at Key West; but apparently was for
most of the time actually at work preparing for
his annual messages to Congress early in January.
In particular he is said to have been working: '
intensively on his budget proposals. He is con-.
fronted with the prospect of at least a $43,500,- ;

000,000 outlay during the current fiscal year, and
a deficit, so it is estimated, of some $5,500,000,000. >
No one can say with assurance: yet, .of course, ;

precisely . What the President will recommend :,
for the fiscal, year .fending June 30,, 19.51, but the
Director .efcther'Budget1 is on record as being un-;::
able to seer how next year's budgetv can be bal ¬
anced except by an-increase in taxes.—:;
V Though not necessarily carrying just this i

implication, this statement is'.widely taken as :
confirmation of* the prevailing belief that the
/President has no major- reduction in expenditures
in mind, •Whether he will.suggest, a balancing
pf the budget by increases»in taxation remains
to be seen, although it is generally known that he
wishes additional taxes imposed—or at least has
so expressed himself upon a number of occasions.-
Thus it is apparently quite safe to assume that :
the President's budget message when completed
will not point in the direction of more conserv¬
ative fiscal management.

At Work in Florida

While the President has been at work on

this vital matter in Florida, and indeed long be-"
fore he journeyed for a much needed rest in that
winter resort land, Senator Byrd, the one man
in the Senate who must be regarded as knowing
at least as much about the ins and outs of govern-

(Continued on page 41)

Community-wide observance includes speeches, publications
and radio programs, as well as banquet sponsored by Los
Angeles Chamber of Commerce. Palmer Hoyt, Editor of
Denver "Post," makes leading address, extolling Exchange
as bench mark in economic development of great West and
assailing fears for nation's future. Addresses also made by
W. G. Paul, President of the Exchange, and Phelps Witter,

,.: Chairman of Board of Governors. . - , 7 ■:::

I LOS ANGELES, CALIF—The Los Angeles Stock Ex¬
change celebrated its 50th birthday Dec. 7, 1949, with six
weeks of community-wide observance which included

Palmer ,Hoyt -W. G. Paul Phelps Witter

scores of public „speeches, the publication of thousands
of brochures, publicity in hundreds of newspapers, house
organs and other media, several dozen radio programs,
and a thorough-going effort to tell the story of the secur¬
ities industry and its importance in the free enterprise
system to a community of/more than four million
people. M ■; : -f.-,

Climaxing this community-wide celebration, Palmer
Hoyt, editor and publisher of the Denver "Post," ad¬
dressed more than 700 financial and business leaders of
Southern California at the Exchange's 50th Anniversary

Banquet, sponsored by the Los Angeles Chamber of
:/•/ (Continued on page 17)
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The Security I Like Best
Constituting a continuous forum in which, each week, a different group of experts in the investment and
advisory field from all sections of the country participate and give their reasons for favoring a particular
security. Some selections may be suitable for individuals, some for trustees and others for institutions.

Gordon Y. Billard

GORDON Y. BILLARD

Partner, J. R. Williston & Co.,
New York City

For the purpose of this brief
presentation, money may be di¬
vided into three categories, name¬
ly, "hot" money, "public" money,
and "smart" •

money. Money
of the first

category has
recently been
flowing main-
1y into a

handful of

top-grade
equitieswhich
provide the
essence of
of liquidity.
Yields are of

secondary
consideration,
the primary
purpose being
the protection
of purchasing power in terms of
goods which money will buy. The
second category, namely "public"
money, is primarily concerned
with safety of principal with re¬

spect to numbers of dollars with¬
out regard to purchasing power.
Hence, the bulk of such money is
in savings bank deposits, U. S.
Savings and high-grade bonds,
and life insurance. The third

category, "smart" money, .has
been flowing into more or less
obscure natural resource stocks,
many of which have shown large
percentage price appreciation.
Thus, the phenomenon exists,
where top-quality stocks are sell¬
ing at or near postwar highs and
low-priced, inflation-hedge stocks
have witnessed substantial recov¬

ery, while the bulk of stocks re¬
mains in close proximity to the
postwar lows despite the fact that
countless issues of companies
with excellent managements and
long-established records as divi¬
dend payers are selling to pro¬
vide relatively handsome, returns
from dividends being earned by a
wide margin.
It is a matter of simple arith¬

metic to calculate that in order to

produce an annual income of $1,-
800, a sum of $90,000 is required
if invested at Z%, but a sum of
only $30,000 invested at 6% would
produce the same annual income.
Many perfectly sound top-quality
equities produce returns of 6% or
more in today's market.
When the history of the present

period is written, it will be a story
of misjudged safety. Ten years ago,
$1,000 placed in a typical New
York savings bank account, and
left untouched, today amounts to

approximately $1,175. A $750
Series E Savings Bond bought ten
years ago can now be cashed for

$1,000. But how ironical it is

when the purchaser of this $750
Savings Bond finds that in spite
of all the pious , promises of

Forum Participants and
Their Selections

United Gas ; ■

Gordon Y. Billard, J. R. Williston
& Co., New York City. ' '

Insurance Stocks

John C. Legg, Jr., John C. Legg &
Co., Baltimore, Md.

- Riverside Cement Co.
(Series B Stock)

Louis C. Lerner, Lerner & Co.,
Boston, Mass.

Griesedieck Western Brewery
■ '

Company ;
William L. Reiman, Edward D.
Jones & Co., St. Louis, Mo.

Certain Utilities

John B. Shober, Shober & Wool-
folk, New Orleans, La.

Sinclair Oil
Wm. Hamilton Swartz, Goodbody
& Co., New York City.

• Non-Blue Chips
Imrie de Vegh, Pell, de Vegh &
Co., Inc., New York City.

safety and security, $1,000 today
buys less than $750 bought ten
years ago.

Lest this seem like a biased
presentation, consider the matter
of the history of a life insurance
policy over a more extended pe¬
riod. Here i$ a case of an indi¬
vidual who took out a policy for
$3,500 in 1910 when he was 26
years old. The premium amounted
to approximately $55 per year.
The cash surrender value of this

policy when it matured in 1930
was approximately $1,800, but the
purchasing power of these 1930
dollars was only a fraction of the
purchasing power of the dollars
actually invested. If this indi¬
vidual died in 1930, the bene¬
ficiary might have invested the
face value of the policy at 5%
(the average corporate bond
yield) to provide an annual in¬
come of $175. Today, $3,500 com¬

parably invested at 3% would
yield only $105. Furthermore, the
purchasing power of this $105
would be equal to only about $60
in terms of 1930 purchasing
p o w e r. In short, self-denial
through saving over a period of
twenty years has been defeated by
currency depression.
What basis is there for believ¬

ing that similar experience will
not be witnessed during the next
decade or two in view of the

ferocious pressure < groups now

firmly in control of the economy?
It is true that there are defla¬

tionary elements at large, but the
unleashing of these, except for

' Mexican Eagle Oil
Bought—Sold—Quoted

\ Memorandum on request
I ' . '

ZIPPIN & COMPANY
218 South La Salle St., Chicago 4
Tele. RAndolph 6-4696 Tel. CG 451

mtss

Dillon, Read & Co. Inc.

announces the removal

of its office to '

46 William Street

New York 5, N.Y.

December 12, 1949

temporary periods, is politically
unfeasible. More recent demon¬
stration of this observation may
be found in the reported comment
of the President of the United
States to the effect that there will
not be any depression because he
will not permit it. The market
was prompt to recognize this
situation last June. :Vy ■:
There is no one best security

that will guarantee protection.
However, history proves that the
old, established fire insurance
companies' stocks survived the
"fire test" as well as any in the
disastrous European inflations.
There are, of course, many other
types of investments—such as na-

tural resource equities — that
should prove reasonably satisfac¬
tory during the years to come.

Generally speaking, companies
best situated to cope with con¬
tinued inflationary conditions are

those (1) that are fully integrated,
owning or controlling domestic
sources of raw materials, (2) that
have a low ratio of labor costs to
total costs, (3) that have relative
freedom from interference by
government, (4) that are direct
beneficiaries of high consumer

purchasing power, (5) that serve

expanding markets.
There is no one "best" security.

However, one issue which con¬
forms to all of. the foregoing re¬

quirements and possesses the
necessary attributes of an attrac¬
tive investment for longer-term
holding is United. Gas. It should
Drove highly suitable for either
the private or institutional in¬
vestor and might well be included
in reasonable amount in any list
of assets. , t .

JOHN C. LEGG, JR.

Partner, John C. Legg & Co.,
Baltimore

Periods come when we all can
select the industry which we be¬
lieve has most promise for the
foreseeable future and fine

'

■

profits have
a c c r u e d to

people with
such fore-

sight, but
then, too, evil
times have
overtaken

those who

overs tayed
their markets
—to wit, what
was easier to

foresee than

prosperity for
the railroads,
tool makers,

John c. Legg, Jr. aviation
: manufac¬

turers, shipbuilders, etc., during
the war period? Those who rec¬

ommended common stocks of
companies in those industries
were "fair-haired boys" for quite
a while, but their praises are
not being sung so loudly now.
Textiles became popular, too, and
of the new issues there were not

enough to go around, so imme¬
diate premiums were commanded
—for a while, before they noser
dived.

The industry I want is one that

grows with the country— one

whose business is so essential that

the purchase of its product is a

"must" with practically every

person in the United States who

owns any property of any sort—
real or personal. An industry
whose money is not invested in

bricks, mortar and machinery—
whose sales pric6 is constant for

long periods of time. With such

conditions is it any wonder that
its securities have proven profit-

continued on page 38)
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Devaluation and European

"... By R. c. LEFFINGWELL* • 1 ... ,< ' -*

. Chairman of the Board of J. P. Morgan & Co. Incorporated*

: Assistant Secretary of the Treasury in the First World War

Prominent banker states devaluation is sympton not cure, of disease
of dollar gap, whose advantages will wear away unless basic cor-,

- rettive adjustments are effected. Asserts capital expenditures of
European countries must be drastically curtailed, . Concludes we
must and can help Europe, but only if she cooperates with necessary •'»
steps,.including restoration of' competitive enterprise monetary !

order, and mobility to capital and labor.
On Sunday,.Sept. 18, 1949, the British Chancellor of the Ex¬

chequer, Sir Stafford Cripps, announced over ..the air, in effect, that
the pound was henceforth to be worth $2.80 instead of $4.03, a deval¬
uation of 30.5%, in terms of our dpllari -Promptly, like tenpins before
the ball of a ' .1' ' - " ^ ^ .■";—-i-——— j
s k i 1 1 e d

bowler* many
of the world's

R. C. Leffingweli

currencies fell
in unison. -All
(except:. Pak¬
istan) of the
countries of
the*, 'sterling
area in Asia,
Africa and the
islands of the

seas, and in
Europe the
Scandinavian
countries and

Holland and
Greece, a 1 s o :: -■

devalued their currencies by
30.5% or thereabouts. France, Bel¬
gium, Western Germany J and
Portugal in Europe. - and our

neighbor Canada devalued their

currencies, though to a lesser ex¬

tent; and the Italian lira though
not devalued was permitted to
depreciate and to fluctuate. And
that is not all. This momentous

event, affecting the dollar ex¬

change value of the currencies of
some one-third of the human race,
indeed almost all of the world ex¬

cept the communist area and the
dollar area, dramatizes the un¬

balanced state of the world's trade
with the United States, and the
key position of sterling in spite
of its weakness, and the fact that
the dollar is the world's monetary
standard, the measure by which
other currencies are valued.

No Mystery

There is no great mystery about
these devaluations. They reflect
the famous, or infamous, dollar
shortage or dollar gap. The United
States produces more goods than
it consumes, and many European
countries, due chiefly to the two
world wars and their conse¬

quences, are as yet unable to pro¬
duce and. sell for dollars enough
goods and services above their
own needs to pay for their neces¬

sary dollar imports. Thus Euro¬
pean countries are spending more
dollars than they earn, living be¬
yond their means. Many of them
have been forced to use up their
gold and dollar reserves, to seek
loans and gifts from us. If a nation
lives beyond its means it is spend¬
ing its substance and impoverish¬
ing itself; just as you, gentle
reader, or I would do if we lived

-"Article as appearing in "For¬
eign Affairs," December, 1949 is¬
sue, and reprinted with permis¬
sion of the publishers.

beyond our means. This expresses
itself for a .nation in currency de-J
preeiation: in exchange deprecia-'
tioh abroad and in the high cost
of living at home." i ; t y, ]' ''
- But, let us Americans remember*
this is more Europe's misfortune
.than her, fault, and let us not feel
superior because of what has hap¬
pened. But v for the kindness of

Providence^ and the enterprise of
our ancestors, we should be in
Europe's fix ourselves.;; It is not

solely, by our own virtue or effort
that we have a continent to enjoy
and exploit,-, which is geographi¬
cally remote as yet fr.om Europe's
wars, in spite of our vigorous and
effective-• participation in; them.
"The bombs

. have -not^ yet fallen
here. Europe's problem is ours too
if we want peace and law and or¬
der in the world and solvent part¬
ners in the human enterprise. It
is our problem unless we think we

can sit safe and unmolested on

our money bags while the world
falls apart. . It is our problem, so
we had better try to understand it
and to solve it.

; In spite of the British wish and
determination to avoid it, devalu¬
ation of sterling had finally be¬
come inevitable because almost

everyone had come to believe ster¬

ling was overvalued; meaning that
the British .price level was too
high for British goods to compete
with American. The supply of
sterling exceeded the demand for

it, and this resulted in black and
grey market prices for sterling
and sterling securities much lower
than $4.03. This opinion affected,
adversely to Britain, the action of
buyers and sellers of goods and
sterling exchange in world mar¬

kets. Thus the general distrust of
the pound hastened sterling de¬
valuation.

Sterling devaluation proved
contagious; and no wonder. The
pound is still the greatest trading
currency in the world. Further¬
more* many countries were in the
same predicament as Britain and
were merely waiting for Britain
to take the lead and to give a
touch of respectability to devalu¬
ation. So only the timing and ex¬
tent of sterling devaluation were

unexpected; and they were unex¬

pected indeed.
t Though so eagerly demanded by
so many here and abroad, devalu¬
ation is a grave and deplorable
event, only justified—though am¬

ply justified—by grim necessity.
Devaluation strikes at the very
basis of contracts. It upsets the
terms of the world's trade. It ar-

(Continued on page 41)
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The Price of the Business" -
By II. B. SHARER*

; - United States Rubber Company

Pointing out you cannot sell merely on basis of definitions or formulas, Mr. Sharer stresses factors in
"

selling as: (1) your product; (2) your company; and (3) yourself. Distinguishes between top-notch
and mediocre salesmen. Cites importance of "knowledge of your product" and urges putting emphasis
of the benefits of product to buyer. Warns against overlooking the obvious in selling, and urges drama-

v

) ' tizing your product to the customer. ''v/'; ;■■■'; ■

As I understand it, your business is selling securities. Well, my business is training
men to sell tires, and when you stop to consider the wide differences between our two lines
of endeavor, you can readily understand why I am quite amazed at being up here talking

lu j oil. 1 JicVci ^

H. B. Sharer

uixamed that

I would some

day speak to
a group of se¬
curity sales¬
men because
x uon't know

anything
about securi¬
ties. I ' •/ -V.' H
; i herefore,
realizing that
I know noth¬

ing about se-

; curities, I did
some research

ft on the subr
fn Se6 if

J there is any relationship between
| the problems of selling securities
tand the problems of selling tires,
land I came up with some interest¬
ing facts. However, let me point
-'out right here that I usually avoid
xdoing any research on a subject
.on which I speak because when I
make a speech the one thing I
dislike is to be handicapped by
facts. But in this case, I did do a

: little checking into things, and I
uncovered a few facts of interest

jto men in the business of selling.
l;: For example, according to Web¬
ster, you and I are professional
men, because Webster says that a
profession is an occupation to
which one devotes one's self,'and
$ince you and I devote ourselves
-to the business of selling, we then
cap be called professional sales-
mop., However, when you check
fjnto the situation from the other
gide of the fence—the buyer's side
—we find that they fall into two
groups, the professional buyers,

*Stenographic report of lecture
by Mr. Sharer, 12th in a series
on Investment Salesmanship
sponsored by Investment Associ¬
ation of New York, New York
City, Dec. 8, 1949.

Special Offer

HOLDING AVIATION
& AUTO STOCKS?

Interest in the Value Line's 1950 Rat¬
ings of Aviation and Auto Stocks has
been so great that we are making this
important 48-page Issue availabue FREE
with this special introductory offer. In- 1
eluded are first published estimates of
1950 earnings, dividends' and normal
values. Especially interesting is the
continuing undervaluation revealed for
many Aviatton Stocks whose earnings.
are expected to 'ncrease in 1950. Among ;
the leading Aircraft, Air Transport, J
Farm Equpmrnt, Auto and Truck
Stocks rated are: V • . y
American Airlines Douglas
Eastern Air Lines im.a Aircraft
North Amer. Aviation ' nr's'e.\
Pan-American F u^hauf Trailer
Republic Aviation Motors
Transcunt'l A- West. Hudson
United Air Lines Pa« a d

Boeing Stodcbuker
Curtiss-Wright W'ili.vs-Overland

This important 48-page
Issue will be sent to

you at once, at »»n cVra cost, as
part of this Spcc'al Offer.

$5.00 INTRODUCTORY OFFER
(new sub-cribsrs only)' includes' 4 weekly
editions of Ratings .and, R ports—cov¬
ering 177 stocks in 14 industries. It
includes also a Special Situations rec¬
ommendation. Supervised Account Re¬
port and 2 Fortnightly Letters, (An¬
nual sub. $95.)

In addition, the Aviation and Auto
Stock issue* ' - *>/>-'* free.

Send $5 to Dept. CF-1

FREE:

and the nonprofessional buyers.
The professional buyer is a fel¬

low who devotes himself to the
business of buying. And in the
tire business, he is the purchas¬
ing agent lor large corporations,
while in the security business he
is probably the fellow who de¬
votes his entire time to the busi¬
ness of buying and selling securi¬
ties,.;;,,,,.; - "A-: y yyy U * ."•> • '

»Now, the nonprofessional buy¬
er/on-the other hand, in our busi¬
ness, - is the independent tire
dealer. He not only buys tires
but in addition he has to manage
his business/ supervise his sales¬
men and even wait on customers

at times when everybody else is
busy, whereas in your business, I
would say that the nonprofessional
buyer is any one of thousands of
businessmen t in all lines of in¬
dustry,' In fact, in some cases he
may be one of our own U. S.
iire dealers. " ' v J f:

Both Buyers and Sellers-Receive
Compensation

J. In other words, gentlemen,
whether we are selling securities
or selling tires, in some cases, we
are selling to the same1 people.
And another thing. I don't know
how it is in your business, but in
our business there is a very in¬
teresting relationship between the
basis of compensating the profes¬
sional salesman and the profes¬
sional buyer. The professional
salesman is paid to make money
for his'company through good
selling, while the professional
buyer is paid to save money for
his company, through, good buy¬
ing.

Now, as you know, many people
think that the best way to save

money is through lower cost, and
to the nonprofessional buyer
lower cost usually means a better
price. But to the professional
buyer, lower cost means a better
value, or in other words, the pro¬
fessional buyer bases his buying
decisions on the relationship of
your product to these three fac¬
tors—price, cost and value. And

ACTIVE MARKETS

wrien you analyze tiiese factors
you come up with a very interest¬
ing formula—a better value means

a lower cost, even though the'
price may be high, and a poor
value- means a high i cost even

though the price may be low—and
if there is -anybody here who
understands all this, I would like
to see you after the meeting be-i
cause I haven't the slightest ideal
of what in the world I am talking
about. •' >.";•}
In other words you can't sell

merchandise with definitions and
formulas/From my experience ih
this business of selling, you /have
only three things-to sell—youi
product, your company, and your-j
self. Now, regardless of how good;
your product is, or oi the reputa¬
tion of your company, the success,
of your company depends in aj
large measure not only on the
value of the product orits reputa¬
tion in the business," but7it de-j
pends; to a' gr.eat, degree "on you,!
their salesman, and that is what!
I want to talk about—yout

. Now, as I understand it,* you
gentlemen have r just completed a
ten-session training course .in
salesmanship under the able guid¬
ance of Mr. Kelso Sutton, and I
know that you benefited greatly
from the course because Mr. Silt-
ton is recognized as a leader in
this business of sales training. He
is an expert at it and he has a

reputation for being tops in his
field. In fact, he even wrote a

book on the subject, and that
makes anybody an expert.
Now during this ten-session

course, Mr. Sutton gave you all
the principles of good salesman¬
ship to follow in* order to become
a top-notch salesman, and he told
you how to apply those principles
effectively so there isn't much
else that I can tell you on that
subject. . -

Top-Notch, and Mediocre Salesmen

But, you know, the thing that
I am wondering about is whether
everybody in this room wants to
be a top-notch salesman. Maybe

Sprague Elect. Co. |
'

Lithium Corp.
50 Broadway Corp.
N. J. Realty Co. jJ

SIEGEL & CO.
39 Broadway, N\ Y. 6 DIgby 4-2370

Teletype NY 1-1942
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some of you just want to be medi-J planning you have to do to be
ocre salesmen

Actually it's a matter of choice.
Some people believe that it is a
matter only of age and experience,
but it isn't, because if you check
the records you will find as many
old and experienced men in the
ranks of the mediocre salesmen,
as in the ranks of the top-notch
salesmen. In fact you will find a

great many more. ,

So you see, it is a question of
choice; it's a question of deciding
first which type of salesman you
want to be and then second, fol¬
lowing the rules that apply to
that particular type. To be a top-
notch salesman you have to know
he rules and know how to apply
them. And by the same reason¬

ing, if you prefer to be a medi¬
ocre salesman, there are also cer¬
tain rules to follow, or to put it
more clearly—not to 'follow.:- "

JNow, Mr. Sutton gave you all
the rules on how to be a top-
notch salesman. So I want to give
ybu a-few on how to stay-in the
t anks of mediocre salesmen -and
just selling enough merchandise
to stay on the payroll. ;(< • 5,
-' In the first place, if you wish
tcr just be a mediocre* salesman,
you made a big mistake in taking
a sales training course from Mr.
Sutton, because if you do every¬
thing that he told you to do, and
do it the way he recommended,
herete what will -; happen. - You'll
build MP. your .business,... increase
your income, buy a big car, move
into a new home, and before you
knqw . it. you'll. haveiyourself; so
messed up with the problems of
income tax, if you don't watch
yourself, .you'll, wind up with no
hair and with wrinkles all ovei

your face."

So, the first thing you want to
do if you are planning on just
being a mediocre salesman is to
forget everything that Mr. Kelso
Sutton told you.

Now, let's consider the problem
of planning your work. I'll tell
you this,, it's hard to just be a
mediocre salesman if you plan
your work efficiently, because
every top-notch salesman plans
his work. That's one of the main
reasons why they are top-notch
salesmen. What do they do every
night before they go to bed? They
sit down and figure out where
they will go and who they will
see the next day, and what hap¬
pens?—-they make more calls, they
are in the right places at the right
time, they see more people, and
they sell a lot more merchandise
but good Lord a'mighty, what

a monotonous way to make a liv¬
ing! (Laughter.)
Now the way of the mediocre

salesman, on the other hand, is
much nicer. You get up in the
morning when you feel like it.
you have a nice long shower, sing
all the popular songs, enjoy a
leisurely breakfast, and then—as
soon as breakfast is over, do you
put on your hat and rush out to
work? You do not! That's the way
to get yourself ulcers. (Laughter.)
That's not the way of the medi¬

ocre salesman./ Here's-! how he
does it— after

, he finishes^ .his
breakfast, he goes into the living
room, sits down, and reads his
paper and enjoys life. Why, do
you know, the most-: pleasant
hours of the day, are those first
couple of hours in the morning—
any mediocre salesman can tell
you that! They know.

Then, finally along about 9:30
or 10 o'clock he puts on his hat
and coat, goes out to the garage
and gets the car out—and just
before he gets into the car, that's
when he decides which way he's
going to go, and here is how he
does it. (At this point Mr. Sharer
spit on the palm of one hand,
slapped it with his other hand,
looked up as if to see which direc¬
tion it went, and pointing up with
his right hand, he said loudly—
"that way"—and your planning
is all handled.) u "v- •'v:/-

Yes, gentlemen, that's all the

mediocre salesman.

Handling- Hours You Work

Now another important rule
you must know how to handle is
the matter of the hours that you
work. • If you are to be just a
mediocre salesman you have to
be very careful not to work too
many hours because all top-notch
salesmen, as you know, work all
hours of the day or night. That's
also one of the reasons why they
are top-notch salesmen, vJTheir
motto is to get the job done re¬

gardless of how long it takes to
do it.

But m,y advice is, don't do it,
it won't pay off, because when
the management sits down at the
close of the year to look at your
record and fines you are over 140%
of quota, .what do they do? They
call you into the main office, take
you out to.dinner* pat you on-the
back, . tell you what a good -job #
you did—and then they raise your
Quota : and,you have to start' all
oveivggain. / (Laughter.) V ;';.V— ::; /;
You know, I am having trouble ;

with a- young salesman in our 1
company right how; up . inulthe
Buffalo district, on this question V
of working hours. ; About; four U
months ago,; when he . completed
his indoctrinationStraining; and
Ws "readyJfor :ai territory/
training: mab in that are*
home sick with the flu, so I had %
to go to Buffalo and take that: ^
new salesman around on his first
trip 'through the territory myself.
It so happened that I was .all
jammed up with work .here in
New York at that time, so I didn't
have too much time to spare and
therefore on the first day I got
him up at about six in the morn¬

ing, had a quick breakfast, and
by 7:15 we were out on the road
heading for our first call. We
worked up until almost 9:30 that
night. The next day it was the
same thing, and on the third rday
we worked clear up until 11:00
o'clock at night, when I caught a

sleeper back to New York.
Well, I haven't seen the fellow

since that time, but I checked .up
on him a few weeks ago and found
that, being new with the company,
he thought that was the way he
was supposed to work his terri¬
tory all the time and the darn
fool has been working like that
ever since. (Laughter.) Of course,
he's already over 120% of his
quota, but being a training man,
I don't like that because if all of
our salesmen all over the country
were over 120% of quota they
wouldn't need training, and I
would soon be out of a job.
(Laughter.) , "
But, believe me, I have a way

of handling fellows like that and
if this young salesman doesn't
change his ways, some of these
days I'll recommend that they
promote him to District Manager
and get him out of my hair.
(Laughter.)

~ "Knowledge of Your Product"

/•Another important rule you
must be ' careful of is—"knowl¬

edge of product." I don't know
how it is with securities, but. in
the tire ~ business the mediocre
salesmen never seem to know

anything about their product. All
they do is put a price sheet in
their pockets, go out and make- a
a few calls every day, and that's
it, whereas the top-notch sales¬
men, they know their products
from A to Z. /That is another
reason - why - they • are top-notch
salesmen. , . ■. - . -.

However, many salesmen have
found that just knowing how them
products are made is'nt enough
because they go to the trouble of
thoroughly studying the construc¬
tion features of their products/
they find out everything there is
to know about them and y^L for
some reason, they are unable *o
move up into the ranks of
fop-notch salesmen. It's very dis¬
couraging; it's confusing, a^d/'
eventually, some salesmen come,

(Continued on page 34)
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DEALER

BRIEFS

Boston, Mass.

j

For many years we have recom¬

mended the stocks of operating
» Public Utilities- for investment.

■'{ At present yields we consider
them unusually attractive for in¬
vestment and find them being

•

very well received by our cli¬
entele.—E. Ethel Bishop, Bishop-
Wells Co.

Our business is good and we have
j the firm belief that it will so

I continue for the reason that our

customers, for the most part,

| have the proper investment phi-
i losophy. When yields of 5% to

10% ' can be obtained from
• stocks of the leading corpora¬
tions of the United States,
names that are acknowledged to

-stand at'the head of their in-

4 dus tries, then ownership in such
„ prominent issues produces a
• stability and confidence on the
• part of the investor that leads
• ium to view inevitable price re-

tactions as opportunities for ad-
• ditional favorable purchases.
. We are of the belief that 1950
• will be a very satisfactory year

. for both the markets and the

j buyers of good investment is-
I sues.—Gurdon Mead, Chas. A.
Day & Co., Inc.

Philadelphia, Pa.
Our experience indicates- that it is
worthwhile to re-examine con¬

stantly the list of available gen-

, oral market securities in an en-

deavor to provide an occasional
"

change of menu for accounts
that tend to become saturated

with individual issues and hence

t stagnant. We currently sense a

.... better reception on the part of
investors, in accepting the 6%
to " 8% returns still available
from sound equities. As the pat¬
tern of prices continues to firm,

• w.e;believe the reservoir of such
issues is becoming narrower and
may-again become, historical.—
E. Mortimer Newlin, H. M. Byl-
lesby & Co. v, ,

We, operating principally as trad-
w «rs^ can 7 give you our current
observations and opinion as

they are formed with our dealer
"■;i connections. ■ 1;

Dealers are very cautious in their
buying of Over-The-Counter sea¬

soned issues, in fact new issues
because of their abundance and
the ease with which they are

sold, plus the profit factor, oc-
"

cupy the forefront.
In the seasonal securities the deal¬

ers will only become interested
in merchandise that by com¬

parison with other similar or al¬
lied industries will show them

; readily salable article. Display
merchandise, or in other words,

•

a long "Long List," is "verboten"
'

today. After the "blue chips"
shall have been exhausted, sta¬
tisticians and sales managers

will become cognizant of the
leverage stocks later. Possibiy
too late.—Herbert H. Blizzard,
Herbert H. Blizzard & Co.

Dealers in

REAL ESTATE
MORTGAGES — BONDS '

UNLISTED SECURITIES ^

C. H. TIPTON
SECURITIES CORP.
Members N Y. Security Dealers Ass'11"

' 111 Broadway, New York 6, N. Y.,
s,' Telephone WOrth 2-0510 ,

Stave of Trade

and Industry

. r * 11» h f 'T? + *

Steel Production

Electric Output
Carloadings
Retail Trade

Commodity Price Index
Food Price Index

Auto Production

Business Failures

J
Industrial production for the nation as a whole advanced slightly

last week. This rise occurred notwithstanding a sharp weekly con¬
traction in bituminous coal output following the implementation ol
the three-day work week by John L. Lewhs, United Mineworkcrs'
head, and a less drastic curtailment in the production of lumber.

Heartening was the continued progress in the steel industry
following the termination of the steel walkouc. Steel ingot output
the past week soared to almost 92% of capacity, or a rise of 4 points
above the preceding week. For the current week a further rise of
2.4 points or 2.6% is scheduled to take place in steel ingot production.

The mills will enter first quarter, 1950, with substantial bookings
of all products, but pipe and flat-rolled will dominate volume, says
"Steel Magazine" this week. Producers are uncertain of demand
volume in the second quarter. A note of uneasiness is evident in ap¬

praisals of the outlook after March. Much depends on developments
in the automotive, industry which has been the main consuming sup¬
port of the steel market for months past.

Production of steel in November, the American Iron and Steel
Institute announced yesterday, recovered rapidly from the effects
of the strike, but it remained much below the monthly average for
the first three quarters of the year. Output of ingots and steel for
castings in November ^was 4,145,294 hot. tpns, compared with the
revised figure of 926,032 tons in October, and 7,797,558 tons in No¬
vember, 1948. 1 - ,,

In the first 11 months of 1949 output totaled 70.080,776 tons, or
nearly 10,779,000 tons less than in the similar 1948 period Most
of this drop was due to the strike of steelworkers in October and
the early part of November. In the first nine months production
averaged over 7,200,000 tons a month. * ' " ' '* -

The effects of the coal and steel strikes on the finances of the
miner and steel worker were reflected, according to the U. S. De¬
partment of Commerce, in a drop, in personal income during'October
to an annual rate nf $208,400 million, off $2 billion from September.

The department added, however, that the annual rate of income
for the first 10 months of this year was, $211,900 million,, compared
with $210,900 million for the like period of 1943.

Factory wages in the nondurable goods industries .went up
a little in October to ^continue their steady^ rise since last April.
They were at their highest point for 1949 in October, and were

close to the high reached In late 1948,

Business in 1950 and 1951

The coal dispute continued the past weak .tc remain far from
a settlement as John L. Lewis on Friday, last, disclosed to hard coal
operators his contract demands. Opposition by the operators was

stiff and negotiations then in progress were put off . until Monday
of this week. ' v-; " . 4 j 1 \ Jt ' -

The union, according to the United Mineworkcrs' President, is
seeking a general wage increase of from 95 cents to $1 a day and
a doubling of the 20-cent-a-tcn royalty the .operators pay into the
miners' welfare fund., , "v ts " '' ' "

Following meetings on Monday and Tuesday of this week be¬
tween the operators and the hard coal miners, opposition to the
union's demands by the mineowners continued. Another meeting was

scheduled to take place on Wednesday in an effort to reach a settle¬
ment. : 1

« »!: *

Christmas purchases at department stores for the country at

large are about comparable with unit sales for 1948. However, dollar
volume in the major cities of the nation is below the level of a

year ago, because prices on the average are down from 5% to 7%.

Then, too, the buying public is seeking less expensive articles. De-

(Continued on page 35)

Have you heard about

Texas Engineering & Manufacturing Co.
We maintain a market in the securities of this

. \

unique and profitable concern. To find out >Y
what's completely different about TEMCO's

, operations—to see why it's an exciting pos¬

sibility for continued, growth—send for our

revealing study, "TEMCO Common Stock."

Seligman, Lutetkin &>Go.
INCORPORATED . .
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By A. W. ZELOMEK*

President, International Statistical Bureau, Inc.

Business analyst maintains 1950 outlook is for close balance
between contracting and expanding trends—a good year, but not
exactly carefree. Expects automobiles to follow other industries in
their recent moderate readjustments. Belie/es the real turning-
point in business, investment and international affairs may come »

the end of next year. ' ' ■ A,l

Beyond 1950

Let me start out by asking you to forget 1950 for a minute. That
may seem odd, but I believe we will understand next year's possibil¬
ities better if we first try to clear up some longer r^nge questions.
What about automobiles? Will that industry have a very bad off-
year sometime

within the
next two or

three years?
Or can we ex¬

pect produc¬
tion to hold
reaso nably
close to this

yea r's level
for another
three or four

years? V
I don't want

to impose on

you my own

answers to
these ques¬
tions. Too •

much guesswork is involved. We
can't be certain about some of
these things. But we may be able
to draw some conclusions from
what has happened to other in¬
dustries and other commodities,
and from conditions in the auto¬
mobile industry itself.

In quite a wide range of indus¬
tries—textiles, apparel, non-fer¬
rous metals, many appliances—
we have already seen some sharp
price declines, and some sharp
changes in production. ;

Each of these industries insisted
that its costs were too high to
allow for any price decline. But
each of them finally over-pro¬
duced. Stocks of their products
became too high, and had to be
liquidated. And when that hap¬
pened,; cost was no longer the
chief consideratipn. Distributors
wanted to reduce their excess

supplies, and they put a price on
them that would accomplish this
purpose. And after the public be¬
came aquainted with the new

A. W. Zelomek

*From a talk by Mr. Zelomek
before a private group Dec. 10,
1949.

price ranges, manufacturers found
out that they could not keep oil

'

selling in the old ones. So in t
way or another, costs were

i duced. We find not only
i prices now average lower in the|e
industries, but that there is a big-

! ger supply of merchandise avail¬
able in the lower price ranges.!

Automobiles Cannot Escape 1
New* cars have so far escaped

; the sharp readjustment - experi¬
enced by these other industries.
Can they escape it indefinitely?
I do not believe so. ,

We have already seen used ca^s
pass from a sellers' to a buyers'
market. We find most makes and
models of new cars available^ 011

short order, if not immediately.
We find new car stocks rising, artd
dealers giving b:gger trade-in al¬
lowances in order to make a sale.
We find many signs that the first
postwar buying rush is over, and
that the new car market will be

very competitive from now on. 5
Yet I don't believe that 1950

will be a very bad year for the
new car producer. For one thing,
more cars will have automatic

transmissions; the full selling
force of this device is still to be
felt. With the spring sales pick-up
not many months away, I believe
that . 1950 will be another good
year for this industry. I doubt
that sales and production will
show much of a decline below
this year's record level.

1951 Dubious

But if I am right about this,
then I have grave doubts about
1951. That might then be the

year when this industry would
have its sharp period of readjust-

(Continued on page 46)

Announcing the dissolution on December 8, 1949 of the firm of

Charles King a Co.

Charles King • Viola C.King • Walter F. Wilson

Announcing the formation of a new partnership,
effective December 9, 1949

Charles King & Co.
Members:

New York Stock Exchange Toronto Stock Exchange
New York Curb Exchange Montreal Stock Exchange

Montreal Curb Market

61 Broadway, New York 6, N. Y.
Teletype N. Y. 1 -142— Telephone Wllitchall 4-8980

Charles King

Herbert Hipkins

Gerard L. Burchard, Jr.

Paul E. Ostiguy

Robert II. Kinc .

Joseph H. Amy
Benedict Jarmel
William N. Moxley

Limited Partners:

Viola C.King

Ursula Squier Reimer

Specializing in \ -

Canadian Securities— American Municipal Bonds

Direct private wires connect New York with offices in
Toronto — Montreal '

*
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How to Obtain Equitable, Efficient Social Security
By BENJAMIN F. FAIRLESS*

v President, United States Steel Corporation

Agreeing desire for security is one of normal charaderislics of enlightened human beings, leading in- ,,

dustrialist points out attempts to provide social security will be helpful only if plans are equitable, /

financially sound and efficiently administered. Holds, if social security responsibilities are placed on

industries, they must be assured of continuous strength and prosperity to meet obligations and relieved
of burdensome taxation, interference with productbn and unwarranted probing and harassment. Out¬
lines recent pension and insurance provisions in sleel industry, and warns social benefits will be dearly

bought, if price is general economic stringency.

A million million years hence, we are told, the atmospheric temperatures of the earth
will have been reduced by approximately 54 degrees. It will be cold here. Man's inge¬
nuity and efforts will avail nothing in changing or staying the natural processes by which

the aforesaid^

Benjamin F. Fairies*

conditionswill
have been es¬

tablished. The

prospect,
clearly
enough, has
important
bearings upon
the security of
the human
race in those
remote eras of
the future. It
is not a com¬

forting or re¬

assuring pros¬

pect. Only be¬
cause it is so

far removed from us in point of
time are we ready to dismiss the
thought as a bit of the ultimate
in long-range forecasting, with¬
out much significance to us or the
affairs in which we are currently
interested. There is in the idea,
however, an implication which
has a present meaning to all of us
in relation to a subject with which
we are wrestling. As a matter of
fact, we see in the projected dis¬
tant situation more than a strong
suggestion that some major as¬

pects of the problem of firmly es¬
tablishing security, social security
if you please, will be confronting
mankind for a long, long time.
The idea of attaining a condi¬

tion of security is already vener¬
able with age. It has not been
narrowly confined, either in area
or in time. Untold millions of

people throughout the world have
bent their efforts, in great variety,
toward reaching such a goal. Ever
since the human mind, in the
course of evolution, developed the
qualities of prudence, foresight,
and wisdom, it has moved men

and women to lay by in store
something for the uncertain to¬
morrow. To be sure, not all in¬
dividuals have been equally in¬
spired in that direction, for the
improvident have always been
present to dilute the efforts ;of
the provident. Nevertheless, the
desire for security in one form or

another is looked upon as one of
the normal characteristics of all
-enlightened human beings.

Previous Attempts

In different ages and under dif¬
ferent conditions, many and di¬
verse plans, aimed at establishing
measures of social security, have
been devised, tried, and retried. A
brand new idea on the subject is
rather rare, as is also a radical de¬
parture from the various conflicting
philosophies surrounding it. There
are, however, modern adaptations
and revised versions presented for
consideration. In the days when
security was largely a matter of
an assured food supply, the
ancient Egyptians organized and
practiced the system of holding
the excess grain produced during
the periodic "fat years" so that it
might be used for sustenance dur¬
ing the ensuing cycle of "lean
years." Even though a managed
food supply is hardly the central
theme of our thinking in regard
to the security of those who dwell

in the United States of America,
it is interesting to note the re¬

*An address by Mr. Fairless be ¬

fore the Illinois Manufacturers
Association, Chicago, 111., Dec. 13,
1949.

currence of the early Egyptian'
idea in the recently proposed
"ever-normal granary" as a re¬
lated factor in our social well-

being. In similar manner, many
of the schemes and proposals of
former eras have reappeared for
consideration, at irregular in¬
tervals, during the changing
scenes and conditions of world

history. , , ;
At times in the past the respon¬

sibility for security has been as¬
sumed by political states or gov¬
ernments. At others it has been
considered primarily the business
of the individual, often with the
active cooperation of private
agencies willing to guide as well
as to assist the individual finan¬

cially in his efforts. Industrial
pension plans,- both conrtibutory
and non-contributory, are of long
standing in this country. More¬
over, there have been institutions
and associations organized for the
express purpose of catering to the
thrifty instincts of men . and
women, managing their savings
with professional skill and pro¬

viding benefits in times of trouble.
If we agree with the thesis that

a competence for the years cf re¬
tirement, and various social bene¬
fits in times of misfortune are

desirable, who should provide
these measures, and how? In our

own adult lifetime these questions
have been debated at great length,
and I may say, at great breadth.
Not always, I fear, have their
implications been explored to
sufficiently great depths. The
questions have appeared as polit¬
ical, as well as social, economic,
and industrial issues. Right now,
to the best of our ability and with
the aid of lessons learned from
direct experience, many of us are
in 1 the midst of resolving - some
parts of them for the immediate
or foreseeable future. At least a

partial answer to the questions,
who should provide these meas¬

ures of social security, and how,
has been set in general terms,
and recently a greatly increased
responsibility has been under¬
taken by sections of American in¬
dustry; » • " \ '
Under these conditions, it may

seem a little academic to discuss

any considerations which are not

directly concerned with the ways
and means >to be adopted in
handling the new pension plans.
Your patience, I hope, will not be
overtaxed by a few statements
relating to certain general aspects
of the subject. There are some

matters pertaining to security, and
particularly to the expansive idea
of "security from the cradle to the
grave" which will bear rehearsing
here, if only as a reaffirmation of
faith.

Individual Responsibility
Threatened .1

I believe, and I think you do
too, that all human beings grow
in dignity and self respect by rea¬
son of accomplishment and the
assumption of responsibility. The
spirit of independence, or of con¬
fidence, or of self-reliance, is
mightily nourished by the exer¬
cise of one's own efforts. Moral
stature is increased and moral
fibre is strengthened by each job
done with the free play of one's
own ability. Ambition, which in¬
spires men to attainment, is fed
by an atmosphere of endeavor. In

short, a man develops by standing
on his own feet. He does not wax

strong by having others do for
him what he can and should do
for himself.

,, ,

Are we interested in the cul¬
tivation of these qualities in our
own citizenry? Have we properly
appraised the value of the spirit
they create, in terms of a pow¬
erful influence for the preserva¬
tion of freedom in America? If

this land of opportunity, where
men traditionally have enjoyed
more independence than in any
other, is to maintain that national
spirit which has blessed it from
the very beginning, it must care¬
fully foster the dignity, self re¬

spect, moral stature, and self-
reliance of the millions of individ¬
uals which make up the integrated
whole. -

Too much coddling, too much
paternalism, too much recession
from personal responsibility can
have a decidedly weakening ef¬
fect upon the aims and purposes
of man. With the possibility of
lapsing into a feeling of security
provided whplly by others, the
time-honored emphasis ' upon
thrift is pushed into the back¬
ground, and one of the spurs to
maximum effort becomes inoper¬
ative. We should take thought
then, serious thought, that in; our
over-all approach to this matter
of planning security, we do not
adopt methods which will wither
the spirit while catering to the
needs of the flesh. Already we
find that many young men who
are on the point of entering in¬
dustry; inquire first about pen¬
sions, benefits, and other elements
of social security to be provided
for them, while they manifest
secondary interest in the oppor¬
tunities lying ahead for a success¬
ful career, based upon the exer¬
cise of their own abilities. Little
is the wonder that this distortion
has taken place, with the at¬
mosphere so filled with conflict¬
ing discussions about the merits of
guaranteeing security throughout
the entire span of life, with social¬
ized this and socialized that ap¬
plying at every point.

p If from the foregoing remarks
you have gained the impression
that in my own thinking I favor
the substantial participation of
the individual in one of his very
important personal affairs, for his
own good, I am not in position to
change your deductions. They may
stand as you have drawn them.

How Should Social Security Be
Provided?

Who should provide the meas¬
ures required for social security,
and how? Without reference to
the word "should" in the question,
we are all quite aware of the fact
that a public agency has been op¬
erating in a part of the field dur¬
ing, the'past decade. The govern¬
ment of the United States, as
every manufacturer who employs
eight, or more persons knows, is
in the social security business. The
Federal Social Security Act was

approved in the year 1935, and the
payment of pensions, or old age
benefits, began in 1942."A state¬
ment of the purposes of the Act is
as follows: "To provide for the
general welfare by establishing a
system of Federal old-age bene¬
fits, and by enabling the several

(Continued on page 43)

From '*Washington
Ahead?of the News

•T-t-

E By CARLISLE BARGERON

Carlisle Bargeron

What has been done to our country in the past 17 years, what is
being done today, could not be done by a nicer set of guys. '

This realization came to me rather abruptly Saturday night at
the winter Gridiron Dinner when the Veep, Mr. Barkley, sang Wagon
Wheels, his favorite song and with which he has
frequently regaled us these many years. I thought
as I sat listening to him, a kindly man and as

delightful a companion as one could wish to have,
of what an awful mess the country has come to
be in and the prominent part he has had in bring¬
ing about that mess, and it occurred to me what
an ironic commentary on human events it is that
a people should slip into totalitarianism or social¬
ism to the tune of this melody. ; , 1

I doubt there is anyone who ever had an

association with Barkley who did not have a
warm affection for him. To attribute any dic¬
tatorship ambitions to him would be absurd. Yet
he has been a tremendous influence in the proc¬
esses of government which are moving inexorably
that way. His influence has been that of a me¬

chanic rather than a devisor and this explains
why a man so kindly, so warmhearted, so friendly,
could be a party to a movement destructive of all these virtues.

He has been reared in party politics and, undoubtedly, were the
radical forces that now dominate our life operating under a Republi¬
can label instead of Democratic, he would be in the role of a great
statesman fighting against odds to save our freedoms, particularly
States' Rights. This would be because he is a party wheelhorse, noli
because of any great perception of . what was really taking place.

Indeed, he might be in this role anyhow had it not been for
the matter of one vote back in 1937 when the Senate Democrats
under the White House lash, elected him leader over the late Pat
Harrison. Pat became increasingly aware of what the New Dealers
were doing to the country after this and if the situation had been
reversed and Barkley had lost by this one vote, I am quite sure this
would have been his experience.

But as it is, if in these long years of his prominence in the party,
culminated now in the Vice-Presidency where he doesn't have to do
much work and can go around the country making speeches to add
to his income—if it has occurred to him once what the final outcome
will be, it has given him only a fleeting contemplation. He hasn't
intended the country any harm, just wanted to get along himself. }

Such personalities as his have been a mighty helpful facade for
the ruthless movement that has our country in its grip. Looking back
,pn it, in fact, there have been darned few of the New Deal headliners
whom I haven't enjoyed being with, and always hated myself imme¬
diately afterwards for it. With the exception of Tugwell, the Profes¬
sor, who seemed always suspicious and to betray his cunning, they
have all been jolly raconteurs who would keep you in stitches. They
are as generous, too, as Harry Vaughan and in the same way. They
would gladly do you a favor. I recall once when my selling a maga¬
zine story turned upon Harry Hopkins, sick abed in the White House,
letting a photographer come in and work on him. I had no idea he
would permit this on my request but I went through the motions of
making it. He readily acceded.

My mother will remember until her dying day the time Roose¬
velt received her as he sat propped up in bed. Jimmy, I assume, is
still a good fellow to have on a party though Elliott was never a
bargain when he had a few drinks under the belt. ,

In the early New Deal, old Hugh Johnson could talk as threaten¬
ingly as any of them and that thing he headed up, the NRA, was
about as big a monstrosity as ever was foisted upon a so-called free
country. But in his unofficial moments, he was a delightful old wind
bag. I never enjoyed Henry Wallace's company and I doubt that he
ever enjoyed anybody else's. ■ •

You would never think in talking with Phil Murray that he could
keep half a million men, with wives and children, on strike for more
than a month to maintain his prestige. You are liable to mistake him
for one of the Apostles, so angelic does he appear.

Walter Reuther occasionally domes to Washington and meets
with a small group of correspondents at the home of one of them.
Among the good food and drink of these occasions you are impressed
with his mild-manneredness, his reasonableness, his burning desire
to "make our democracy work."

I was tremendously shocked once, after one of these occasions,
to read the transcript of a private meeting he and his associates had
with General Motors. It was down to earth, unprintable, dis and
doe's stuff. I have no illusion that Reuther is the unwitting tool of
anything, as are some others I have mentioned. He knows what's
going on. • ' , ' - '

But by and large, whether they have been unwitting tools or
directors of the Revolution, you couldn't ask for nicer guys.

I imagine it was that way in Hitler Germany. . r .

Klicka Investment Co.
(Special to The Financial Chronicle)

SAN DIEGO, CALIF. — The
Klicka Investment Company has
been formed with offices at 3983
Thirtieth Street to engage in a se¬
curities business. Officers are

Emil Klicka, President; George
Klicka, Vice-President; and Chris
M. Andersen, Treasurer.

Hannaford Talbot Adds
(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF. —
Arthur M. Breckenridge has been
added to the staff of Hannaford
& Talbot, 519 California Street.

With Inv. Service
(Special to The Financial Chronicle)

DENVER, COLO.—Lorene H.
Dahl is now connected with In¬
vestment Service Corp., 650 Sev¬
enteenth Street.

Prout & Meier Join

Staff of Bache & Co.
(Special to The Financial Chronicle)

CHICAGO, ILL.—Eugene B.
Meier and Harold B. Prout have
become associated with Bache &

Co., 135 South La Salle Street. Mr.
Prout in the past was with Carter
H. Corbrey & Co. and Slayton &
Co., Inc.
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New Issue .

$41,400,000 >
m :'-V;':v 1 . k. ' '\ • * "• . • '' . ,

*.« ; . 4 .. v; • « ■ . • ■ - , , j

New York City Housing
City Guaranteed Consolidated City-Aided Houses Bonds

The unconditional guaranty of The City of New York of the payment of both principal and interest will be
i endorsed upon each bond.

Dated February I, 1950 Due February I, 1951-98, fncL

Bonds maturing on or after February I, 1958 will be redeemable prior to maturity at the option of the Authority on February I, 1957, or any interest payment date
thereafter, as a whole, or in part in the inverse order of their numbers, at a redemption price of par and accrued interest to date of redemption plus a
premium of 4/0 of their par value if redeemed on or before February I, 1962; or a premium of 3'/?% of their par value if redeemed thereafter but on or before
February I, 1967; or a premium of 3% of their par value if redeemed thereafter but on or before February I, 1972; or a premium of 2'/2% of their par value if
redeemed thereafter but on or before February I, 1977; or a premium of 2% of their par value if redeemed thereafter but on or before February I, 1982; or a
premium of l'/2% of their par value if redeemed thereafter but on or before February I, 1987; or a premium of 1% of their par value if redeemed thereafter.

Principal and semi-annual interest, August 1 and February 1, payable at the principal office of the Fiscal Agent of the Authority, the Bankers Trust Company,
, . New York, N. Y. Coupon bonds in denomination of $1,000, registerable as to principal only, or as to both principal and interest, , . .

" •
v " . ' • with the privilege of reconversion into coupon bonds at the expense of the holder. 4 . ^

In the opinion of bond counsel, the bonds together with the interest thereon, are exempt from all taxation by the United States by the
existing provisions of the United States Housing Act of 1937, as amended and supplemented, and the Internal Revenue Code of

the United States, as amended and supplemented, and are exempt from all taxation by the State of New York, or any politi-
■ cal subdivision thereof, under provisions of the Public Housing Law, Chapter 44-A of the Consolidated Laws V ■ • •''

of the State of New York f : " I ;

Legal Investment in the State of New York, in the opinion of bond counsel, for Savings Banks and all other Banks, Trust Funds and
. i A-i , v Fiduciaries, Insurance Companies and all public bodies and public officers

AMOUNTS, COUPON RATES, MATURITIES AND YIELDS OR PRICES

Amount ' Rate Due

$445,000
467,000
490,000
515,000
540,000
548,000
557,000
565,000
574,000
584,000
594,000
604,000
616,000
629,000
641,000
656,000

5%
5

5

5

Wl
U/2
■'/2
m

1 %
«3/4
2

2

2

2'/4
2%

.Yield
or Price

.80%

.90

i.oo;
1.15

1.30

1.40

1951

1952

1953

1954

1955

1956

1957 @ 100
1958 1.60%
1959

1960

1961

1962

1.70

1.80

1.85

1.95

1963 @ 100
1964 2.05%
1965 2.10

1966 2.15

'

i. '• :... i/;

j Amount Rate
i $670,000 2l/4%
685,000 21/4

'

701,000
717,000
733,000.

:i 749,000
•; 768,000
: 787,000
807,000

; 827,000
848,000
869,000
891,000
913,000

'

936,000
961,000

2'A
2/4
2'A
2/2
2'/2
2 '/2
2'/2
2'/2
V/2
2V2
21/2
216
2%
23/4

(Accrued interest

Yield

Due . or Price

1967 2.20%
1968 @ 100
1969 @ 100
1970 2.30%
1971 2.35

1972 2.40

1973 2.45
v

1974 2.45

1975 @ 100
1976 @ 100
1977 @ 99l/2
1978 @ 99%
1979 @ 99
1980 @ 99
1981 2.60%
1982 2.60

to be added)

Amount

$ 988,000
1,015,000
1,043,000
1,072,000
1,101,000
1,131,000
1,162,000
1,194,000
1,227,000
1,261,000
1,296,000
1,331,000
1,367,000
1,404,000
1,441,000
1,480,000

Rate Due

1983

1984

1985

1986

1987

1988

1989

1990

1991

1992

23/4%
23/4 ::

23/4
23/4 '-J

23/4
23/4 ' '
23/4
23/4
23/4
23/4
2.70

2.70

2.70

2.70

2.70

2.70

Yield
or Price

2.60%
2.65

2.65

2.65

2.65

2.70

2.70

2.70

2.70

2.70

1993 @ 100
1994 @ 100
1995 @ 100
1996 @ 100
1997 @ 100
1998 @ 100

The above Bondft are offered when, as and if issued and received by ns and subject to approval of legality by
^ Messrs. Caldwell, Marshall, Trimble and Mitchell, New York, N. Y., Bond Counsel for the Authority.

The Chase National Bank

Chemical Bank & Trust Company Halsey, Stuart & Co. Inc.

Salomon Bros. & Hutzler

C. J. Devine & Co.
INC.

The National City Bank of New York

The Northern Trust Company Harris Trust & Savings Bank

The Marine Trust Company
of Buffalo , '

A. G. Becker & Co. ;
Incorporated

Carl M. Loeb, Rhoades & Co.

Union Securities Corporation

The Philadelphia National Bank

Bear, Stearns & Co.

Barr Brothers & Co.

. The First National Bank
of Portland, Oregon

R. H. Moulton & Company
Los Angeles

W. H. Morton & Co.
Incorporated

National State Bank
Newark

J. C. Bradford & Co.
Nashville

C. F. Childs and Company City National Bank & Trust Company
Incorporated Konsas City

^ f .

Mercantile-Commerce Bank & Trust Company
St. Louis

Fidelity Union Trust Company
• '* Newark , - ' • '

. S. Smithers & Co. Weeden & Co. Bacon, Whipple & Co. ■ - Baker, Weeks & Harden
Incorporated . Chicago ■ . \ .

Paul H. Davis & Co. Folger, Nolan Incorporated Martin, Burns & Corbett, Inc.
Chicago

Trust Company of Georgia

Green, Ellis & Anderson E. F. Hutton & Company

The Robinson-Humphrey Co.
Atlanta

Robert W. Baird & Co., Inc.
Milwaukee

Laird & Company

New York, December 15, 1949

Schwabacher & Co.
San Francisco

Bartow Leeds Co.

Rand & Co.

Washington, D. C.

Shearson, Hammill & Co.

The Boatmen's National Bank
St. Louis

•. • / •

Stern Brothers & Co. ;
Kansas City

Chicago

Robert Winthrop & Co.

Courts & Co.

Hayden, Stone & Co.

Central Republic Company
Incorporated

Laurence M. Marks & Co.

William Blair & Co.
Chicago

Newhard, Cook & Co.
St. Louis

Andrews & Wells, Inc.

Fahey, Clark & Co.
Cleveland

Wheelock & Cummins, Inc.
Des Moines
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Everett J. Mann

Tax Revision Can Increase

Security Values .

By EVERETT J. MANN
Certified Public Accountant, Rochester, N. Y.

Mr. Mann, in condemning double taxation of dividends, presents a

tabulation relating to the American Telephone and Telegraph Co.
and General Foods shares, showing possible price increases that

may come with revision of taxes on dividends.
Stock market analysts universally have been at a loss to account

for a three year stagnation in the market, but all have a variety of
theories and explanations for the failure of stock prices to respond
to favorable dividend and earning reports. Boiled down to their

essence, each *
cf these the- ; 3627 would go all the way and
ories comes exclude dividends entirely from

the gross income of an individual.

Besides stimulating a boom in
investment in new enterprises,
either of these bills if passed
Should have a catalytic effect on

present-day security prices. The
accompanying tables show pos¬
sible effects of this proposed tax
revision on the market prices of
American Telephone & Telegraph
and General Foods, These equi¬
ties have been chosen because of
their appeal to conservative in¬
vestors who are seeking income
rather than great capital apprecia¬
tion. A. T. & T., the traditional
"widows and orphans" stock, with
its long record of paying a con¬
stant nine dollar dividend, pre¬
sents especially good study mate¬
rial.

, J , '
As shown in the accompanying

table, American Telephone, at to¬
day's price pf 142, returns a yield
of 6.34% before taxes. The tax-

oayer with an income of $200,000
from all sources will pay the gov¬
ernment about 70% of his income,
and in the first column his situa¬
tion is shown. His effective yield
after taxes (not including any
date levies), is revealed to be
only 1.90%.

Let us follow down the first
"olumn. If 20% of dividends were

exempted from tax, this taxpay¬
er's income would rise to 2.79%
By purchasing American Tele-
ohone at 142 under today's tax

rates, this investor has evidenced
his willingness to pay a price oJ
74.7 times yield. If 20% of his

ncome were exempted from tax

and he were to receive income of

2.79%, he presumably would be

villing to pay 74.7 times this yield
for the same security. In other

words, he might pay a price oi
$208 per share.
If dividends were entirely ex¬

empted from tax, the extreme case

would show the 70% income in¬

vestor evidencing his willingness
to pay $474 per share to secure

a yield of 1.90%.'
The situation of the 70% tax-

oayer is, of course, a rare one.

Looking down the scale to • the

back to one

basic issue.
Fear. The fear
on the part of
the investing
public that to¬
day's earnings
may : be un¬
real i s t ic in
view ;of to-
morrow's
profits. V
Only inci-

dentally is
mention made

v.k:l::vvr'-" '""'av's pu¬
nitive Federal tax policies. Under
eilr current system of taxation,
corporate earnings are subjected
to a double tex, Most corpora¬
tions pay a Federal tax of 38%
on earnings before there is any¬
thing to distribute to stockhold¬
ers. The individual stockholder
then pays an income tax which
may range up to 77% on the
amounts he receives as dividends.

Lip service long has been paid
to the injustice of the double tax,
but it is only recently that tan¬
gible action has been discussed.
Tax legislation has been pushed
aside for more pressing problems
by this session of Congress, but
unless other matters again inter¬
vene, the 81st Congress may next
year get around to the urgently
needed revision of tax laws.
In 1947 it was estimated that the

double taxation of dividend in¬
come yielded a return of about

$900 million to the Treasury De¬
partment. Based on present col¬

lections, it would be possible for
the Treasury to exempt- all divi¬
dends from taxation and lose only
a little over 2% in over-all rev¬

enues. This is perhaps Utopian,
but it is interesting to note that
there are now two bills before the

House Ways and Means Commit¬
tee that would soften the tax on

dividends. H. R. 3272, now pend¬
ing, proposes to allow individual

taxpayers a credit of 20% of the

amount received as dividends
from a domestic corporation up
to a maximum credit of $400. H.R.

Possible Price Ii^r-ases That May Come With Revision
Of Taxes On Dividends

AMERICAN TELEPHONE AND TELEGRAPH

Dividend $9.00: Approximate Price, $142. Yield Before Taxes, 6.34%.
Investor's Income (All Sources)
-and Approximate Tax Bracket-

$201,000 $100,00(1 $59,000 $33,000 $18,000 $0,000

Percent yield after taxes____
20% reduction—
Percent yield after trxes__
New price based o.i yield

^Entirely exempt—
New price based on yield

10%

1.90

2.79

208

MrA

2.54

3.30

184

r»o%

3.17

3.80

*170

10'

3.80

4.31

161

30%

4.44

4.82

154

20%

5.07

5.32

149

474 354, 284 237 203 ' 178

GENERAL FOODS

Dividend, $2.25. Approximate Price, $43. Yield Before Taxes, 5.23%.
Investor's Income (All Sources)
and Approximate Tax Bracket

' '

$201,000 $100,000 $59,000 $33,000 $18,000 $0,000
10% 00% r»0% 40% 30% 20%
1.57 2.09 2.62 3.14

. 3.66 4.18
Percent yield after taxes__„_
20% reduction-

Percent yiel1 a'cer taxes,..
New price based on yield

i Entirely exemp'—
New price based rn yield

2.30

63

2.72

56

3.14

52

3.56

49

3.98

47

143 108 86 . 72 61

4.40

45

54
♦Yield after taxes, 0.:,4%, i'Yieid after taxes 5.23%.

10% bracket taxpayer with an ap¬

proximate income of $18,000, we
Tind that his net income after taxes
on each share of AT&T purchased
at 142 amounts to 4.44%. This is
no mean yield in view of the low
returns available on government
and high grade corporate bonds.
Presumably he would pay a higher
price to retain that yield, and if

of his diviuenas were ex¬

empted from tax? he might pay

up to 154 for the same share of
stock that today sells for 142. At
154 he would still receive, after
taxes, 4.44% on his investment.
This would represent a price in¬
crease of about 11%—not very

great, to be sure, but nevertheless
substantial when it is reflected
that this increment can be created

by an act of Congress. If all his
dividends were exempted from
taxes, this same investor could

pay $203 per share and retain his
4.44% return. " • - -' • \ <'
This* same analysis c&n be fol¬

lowed through in the case of Gem
eral

, Food£. .The man with the
$200,000 income receives a yield
of only 1.57% on present-day divi¬
dends of $2.25 per share,.based or
a market price of 43. If a 20%
exemption -were granted divi¬
dends, this investor might be will¬
ing to pay as high as $63 for T
share of General Foods stock and
thereby retain his percent return
of 1.57.

_ „

With General Foods, the $18,000
taxpayer receives a net return o(
3.66% on his investment! With
the possible 20% reduction, he
might pay 47 and still keep the
Same percentage yield he had teen
receiving. - • * „ 1 ' " •'

This' study has been Confined
to two stocks of essentially con¬
servative nature. More volatile
issues might react much more vio¬
lently to a reduction in taxation
of dividends.
Still another possibility whose

impact is impossible to estimate
is the amount of investment funds
that might be attracted into the
stock market from" tax exemp'
bonds. It is a good possibility thai
today's investor of $200,000 in¬
comewill not buy American Tele¬
phone to yield 1.90%. He will
orobably prefer to put his funds
into tax exemp* bonds to return-
perhaps 2.25%. However, if a 20%
tax credit against dividends wer*

given and his yield on AT&T
stock at 342 raided to 2.79%, K
might well consider a switch. If
the dividends were entirely ex-
emoted with the indicated yield
of 6.34% on oresent-dav nrice, he
would almost undoubtedly trans¬
fer a good share of his investment
funds into common stocks.

The implications of this hap¬
pening with a large number of
high income investors would mean

vast new funds coming into the

equity market, and a substantial
movement of stocks toward s

higher plane.
The possibility of a partial or

full exemption of dividends from
taxable income is something no

investor or potential investor car

afford to ignore in planning his
future investment moves. Its sig¬
nificance to stock prices would be

enormous. '

Dealer-Broker Investment

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

to send interested parties the following literature:

COMING

EVENTS
In Investment Field

June 5-8, 1950 (Canada);

Investment Dealers Association
of Canada 34th Annual Meeting at

the Seigniory Club, Montebello
Quebec. - * Y. ' > ;

Sept. 26-30, 1950 (Virginia Beach
Va.)

Annual Convention of the Na¬
tional Security Traders Associa¬
tion at the Cavalier Hotel.

Aviation & Auto Stocks—Spe¬
cial 48-page issue rating aviation
and auto stocks sent free to new

subscribers on special introduc¬
tory offer which includes for $5.00
four weekly editions of Ratings
and Reports including special sit¬
uations.. etc. (See ad on page 4
of today's issue.) Write Dept.
CF-1, The Value Line, Arnold
Bernhard & Co., Inc., 5 East 44th
Street, New York 17, N. Y.

Also available is a brief study
of Lindsay Light & Chemical Co.

C. I. T. Financial Corp.—Cir¬
cular—Roberts & Co., 61 Broad¬
way, New York 6, N. Y.

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

"Gleanings"—Brief data on va¬

rious items—Kalb, Voorhis & Co.,
25 Broad '• Street, New York 4,
N. Y. ;.Y:

IIow to Become a Successful
Investor— Booklet—Axe-Hough-
ton Fund B, Inc., 730 Fifth Ave¬
nue, New York 19, N; Y. ry

Just How Well Have Share¬
holders Been Treated?—Discus¬

sion—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Over-the-Counter Industrial
Stock Index — Booklet recording
10-year performance of 35 indus¬
trial 5 stocks—National Quotation
Bureau, Inc., 46 Front Street, New
York 4, N. Y. ^ 1

Public Utilities — Analysis—
WilHam Blair & Co., 135 South
La Salle Street, Chicago 3? 111.

Rayon Industry — Circular —

Morgan Stanley & Co., 2 Wall
Street, New York 5, N. Y.

Study of the Bonds of the City
and County of San Francisco,
Calif.—Detailed analysis of out¬
standing bonded debt and the out¬
look for future indebtedness—
Bank of America, N. T. & S. A.,
300 Montgomery Street,/ Sari Fran¬
cisco 4. Calif.

Sit " * ❖

American Cyanamid Company
Study—H. Hentz & Co., 60 Bea¬

ver Street, New York 4, N. Y.

Bangor & Aroostook Railroad—
New analysis—Stanley Heller &
Co., 30 Pine Street, New York 5,
New York.

Beryllium Corp. — Analysis—
Coffin, Betz & Co., 123 South
Broad Street,' Philadelphia 9, Pa.

New England Public Service

Co.;—Special survey—Ira Haupt
& Co., Ill Broadway, New York
6, N. Y. •

"

Philadelphia Transportation Co.
—Memorandum—Boenning & Co.,
1606 Walnut Street, Philadelphia
3.'Pa.

• Also available is a memoran¬

dum on Liberty Loan Corp., and
a brief analysis of Ohio Edison Co.

Riverside Cement Co.—Analysis
—Lerner & Co., 10 Post Office
Square, Boston 9, Mass.

Southeastern Public Service Co.
—Circular—Cohu & Co., 1 Wall
Street, New York 5, N. Y.

Southern Pacific Railroad—
Memorandum:—Vilas & Hickey, 49
Wall Street, New York 5, N. Y.
Also available is a leaflet of

current developments in Rail¬
roads.

Standard Gas & Electric—Cir¬
cular—Glore, Forgan & Co., 40
Wall Street, New York 5, N. Y.

Stone & Webster Corp.—Circu¬
lar—Herzfeld & Stern. 30 Broad

Street, New York 4, N. Y.

Texas Engineering and Manu¬
facturing Co., Inc.—New study of
the common stock of a company
pioneering in the field of airplane
maintenance, overhaul and con¬

version—for banks, brokers and
dealers-—Seligman, Lubetkin &
Co., Int., 41 Broad Street, New
York 4, N. Y.

Wheeling & Lake Erie—Memo¬
randum in "Railroad and Other
Quotations"—B. W. Pizzini & Co,
25 Broad Street, New York 4,
New York.

$41,400,000 N. Y. GiivHouw Rontk Marketed
A new issue of $41,400,000 New York City housing bonds, due

Feb. 1, 1951 to 1998, inclusive, is being offered to the public by The
Chase National Bank and The National City Bank of New York and
51 other banks and underwriting firms. The issue carries coupon rates
of 5%, 1V2%, 1%%, 2%, 21/4%,^-
21/z%, 2%% and 2.70%. The bonds
are priced to yield from .80% to
2.70%, with the following excep¬
tions: The 1957, 1963, 1968 and 1969
maturities are being offered at a
dollar price of 100; the 1975 to
1980 maturities are offered at from
100 to 99; and the 1993 to 1998
maturities are priced at 100. •

Officially known as "New York
City Housing Authority City
Guaranteed Consolidated City-
Aided Houses Bonds," the issue
will carry as an endorsement on
each bond the unconditional guar¬
anty of The City of New York of
the payment of both principal and
interest. . 'V;vv'';V
According to bond counsel, these

securities together with interest
thereon are exempt from all Fed¬
eral and New York State taxes
under existing housing and income
laws, and are legal investment in
the State of New York for savings
banks and all other banks, trust
funds and fiduciaries, insurance

Bonds maturing on or after Feb.
1, 1958 will be redeemable prior to
maturity at the option of the
Authority on Feb. 1, 1957, or any
interest payment date thereafter,
as a whole, or in part in the in¬
verse order of their numbers, at a
redemption price of par and ac¬
crued interest to date of redemp¬
tion plus a premium of 4% of their
par value if redeemed on or be¬
fore Feb. 1, 1962; or a premium
of 31/2% of their par value if re¬
deemed thereafter but on or before
Feb. 1, 1967; or a premium of 3%
of their par value if redeemed
thereafter but on 01* before
Feb. 1, 1972; or a premium of
2 V2 % of their par value if re¬

deemed thereafter but on or be¬

fore Feb. 1, 1977; or a premium of
2% of their par value if redeemed
thereafter but on or before Feb. 1,
1982; or a premium of 1V2% of
their par value if redeemed there¬

after but on or before Feb. 1, 1987;
companies and all public bodies' or a premium of 1% of their par
and officers. ! value if redeemed thereafter.
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Program to Cut Government Costs by $2 Billion
By HON. HERBERT HOOVER*

! Former President of the United States ; , . a'.

r Warning present Federal expenditures are letting hose two Frankensteins, Higher Taxes and Inflation,
*. former U. S. President and Chairman of Commission on Government Reorganization, lays down 8-point

, program of reforms estimated to save $2 billion and at same time improve administrative efficiency. Says
; red tape dwells in civil service and urges decentralization in engagement and control of civil service

employees. Advocates rebuilding national budgets on functional and performance basis.
Six months have passed since our commission: finished its reports to the Congress

on economies and improvements in the Executive branch. In the meantime, these recom¬
mendations have had a magnificent support by the press and the public. Added to this is

Herbert Hoover

the astonish- <£

ing growth of
your Commit¬
tee of Citlzehs
u ride r't h e

admirable

leadership -' Of
<P r e si d fc ti t
•Johnson of

Temple Uni¬
versity. f} • v;r
;y This has be¬
come a cru¬

sade for the

Intelligent re¬
duction of the

-expense of
government.
It is a crusade ' - - -

to clear the track for competency.
It is a non-partisan crusade. It is
a job for citizenship rather than
partisanship. The commission it¬
self represented both, political
parties. Its work is supported by
President Truman . and by the
leaders from both sides in Con¬

gress. Your Citizens Committee
^embraces our two living and wise
•former Vice-Presidents and five
former Cabinet officers from both
the Democratic and Republican
side. You include educators,
writers, editors, publishers, labor
and farm leaders. You come from

every state and Congressional
district. You are a mighty host
and you are in dead earnest.

' It was not the field of our com¬
mission to discuss the merit or
demerit of governmental policies.
Whatever those functions may be,
our purpose is to make them work
more economically, more effi¬
ciently, and with better service in
their contacts with the people.

You can have confidence that

you are succeeding.
> The last session of Congress
adopted several important recom¬
mendations of the commission and

of the President. These measures

have already secured large sav¬

ings. In the Defense Department
alone they will soon be at the
rate of about $1,000,000,000 a year,
and Secretary Johnson believes
they will amount to fully $2,000,-
000,000 without impairing national
defense. And other measures have
been enacted into law. We are

already clearing the tracks for
competence in government.
I am going to make some sug¬

gestions as to what we should
undertake next. But first, I want
to tell you four reasons why this
crusade of ours has wider im¬
plications than specific reforms.

Fiscal and Economic Survival

/The first implication relates to
our fiscal and economic survival.

- During these last six months,
the financial situation of our gov¬
ernment has become still more

difficult. Federal expenditure of
over $43 billion and a deficit of
over $5 billion are announced
for the present fiscal year. I be¬
lieve it may be much greater for
the next fiscal year. We may be
turning two Frankensteins loose
in the land. Their terrifying names
are "Higher Taxes" and "Infla¬
tion." We are interested here in
combating them.
•

When you listen to "billions"
over the radio, you no doubt try
to size them up in terms of your

*Address by former President
loover before the National Re-
rganization Conference of the
Citizens Committee on the Hoover
teport, Washington, D. C., Dec.
2, 1949.

church contributions. I might re¬
mark that the decimal point leads
a restless and uneasy life in the
Federal government. Those groups
of three ciphers which, are sepa¬
rated by commas are moving
steadily to the left. ^
Government spending and taxes

must be related to increased per
capita production. Therein lies
the key of increasing new enter¬
prise, increasing real wages to
Our workers, increasing real in¬
come to our farmers and an

increasing ability to gives security
to our youth and our aged.
Government is a powerful ele¬
ment in this progress. The meth¬
od and amount of taxes can

seriously affect productivity.
Our economists seem to agree

that taxation beyond .25% of
oar national income will bring
disaster. Possibly your life has
been brightened by some econo¬
mists who dismiss the Federal
expenditures as amounting to
only 20% of the national- in¬
come, anyway. On that subject,
if you add up the actual and
prospective annual expenditures
of the Federal Government and
the local governments, and if you
truly compute the national in¬
come, you will find this warning
red light no longer shines with an

intensity of only 20% but with
considerably over 30%. This
means far more than 30% of the
national income. It is a combus¬
tion of your savings and your

possible standards of living.
Some one remarked that about

the time we think we can make
ends meet somebody moves the
ends. Despite this you should not
be discouraged in the work we
have undertaken. Whatever we

can accomplish helps confine the
two Frankensteins. And we can

ask our people to think it over.

Education in Good Government

Second, another of the wider
implications of this crusade is its
by-product in public understand¬
ing. Millions of American people
are receiving a lesson in the
fundamentals and methods of good
government. We are making some
of the people economy-minded.
One of our results has been the

setting up of reorganization com¬
missions in twenty states and ten
municipalities for a treatment
similar to that of our commis¬
sion. We are thus clearing other
tracks of obstacles to competence
in government.

Preservation of the American

f Experiment

Third, in a larger sense, this is
a crusade to make democracy
work. There is today much ap¬

prehension lest the American ex¬

periment will fail. We have need
to re-establish faith that the whole
of the preamble , to the Declara¬
tion of Independence and the
Gettysburg Address are still re¬

lated to government. If the re¬

public is not to be overwhelmed,
the people must have such meth¬
ods and systems as will enable
good officials to give them good
government. '
'*

Success in our crusade will help
bring faith instead of cynicism
and disillusionment.

Helping In the Cold War

Fourth, success in our crusadb
to reduce cost of government is a

necessary condition to winning
the cold war. We are fighting

this war at frightful cost. The
way to win that war is to reduce
our* wastes,r give competence a

chance, and defer some govern¬
ment ventures. By these1 reforms
and ;these, self-denials, 'we, can
help disappoint Mr. Stalin.

A Program for Action

The question -before us now is
howl to- further these j reforms,
Somebody said that wisdom con¬
sists not so much in knowing what
to do with the ultimate as in
knowing what to do next. < ♦

Obviously many of these re¬
forms require legislation. Our
Congressional leaders requested
the .commission staff to draft this
legislation. The Budget Bureau
is cooperating. Congress is a busy
institution, and we cannot expect
it to do everything alb at once. It
has the responsibility to inquire
into these proposals, and it has
the Intricate job of putting them
into law as far as they meet with
its approval.

Having regard for the burdens
of our Congress, it would be well
to concentrate on some of the
most urgent of these reforms.
Some may differ on what this
list should be. My own belief is
that the following are in the most
urgent category:

<1) Reorganization of Civil
Service—the personnel problem.
(2) Reorganization of budgeting

and accounting.

(3) Reorganization of the post
office.

(4) Unification of the Federal
hospital services.

(5) Unification of water con¬
servation services.

(6) Unification' of agricultural1
land services. * : ^
(7) Unification of transportation

services.

(8) Relief for the President of
the United States.

This is not the whole program
but it would do to go on with.
I believe that $2,000,000,000 of

savings and more efficient serv¬
ice to the public is to be had in
these areas alone.

The reports of the commission
are filled with facts in support of
these eight reforms. I shall only
mention them briefly here.

The Civil Service

Above all things, if we are to
have economy and ..service to the
people, the country must have a
skilled, non-political civil serv¬
ice. And one which will attract
and hold the best in the land.

At present Red Tape himself
dwells in the civil service of

2,200,000 employees. The result it
an accumulation of waste and
deadwood—and discouragement of
good officials. The sword to cut
this Gordian knot is to decentral¬
ize the engagement , and control of
these employees (except for cer¬
tain general services) into the
departments and agencies. This
must be done under rules to be
established by the Civil Service
Commission and enforced by it.

Budgeting and Accounting:

Next on our list of priorities
comes budgeting and accounting.
I am sure you will agree with me
that this is one of the dullest sub¬
jects on earth, but it is potent
nevertheless. The ghost of Alex¬
ander Hamilton still wanders in
our fiscal machinery. I doubt
whether more than 15 men in the
world can make head or tail of
the 10,000,000 words and sums in
the present Federal budget —- cer¬

tainly not all at one time.
We urge that the budget be

rebuilt on a functional or perform¬
ance basis, by which the costs of a
given function can be compared
year by year. That is both before
and after taking. This system has
been written into the law as to

the armed services. It should be
made universal. Hitherto no one

could know what it costs to oper¬
ate a hospital or the forests. You
would need a sort of Geiger count¬

er to discover it in two dozen dif¬
ferent appropriations.
The accounts, except for gov¬

ernment corporations, are kept by
the Congress, not by the execu¬
tive agencies. Any executive
needs to sit on top of his accounts.
There has been no adequate

personal or real property account¬
ing at all. We estimate that the
government has $27,000,000,000 of
personal property. When officials
know more about what all this

property is composed of, and
where it is, the departments might
live off this fat for quite a while*

The Post Office

The post office is a big- business*
Our'criticism is hot directed to its

500,000 employees." They are cour¬
teous, helpful, hard working; and
the friends of everybody — the
nearest agent of Santa Claus most
of us meet. What we object to Is
the form of organization that is a
relic of Ben Franklin plus 160
years of oft-conflicting/laws; They
cover more than 800 finely printed
paves. • »£•
We want the post office set tip

as a modern business. We wafct
it taken out of politics.

Unification of Government

Hospitals, Public Health and
and Medical Research

Next, we propose a unification
of the government hospitals,
health service, medical research'
and guidance to governmental
grants-in-aid to civilian hospitals.
As an indication of waste, there
already existed in Federal hos¬
pitals, at the time of our investi¬
gation, beds for 225,000 patients
and only 155,000 were occupied.
Yet Congress had made appropri¬
ations for, or authorized, hospitals
with 50,000 additional beds de¬

spite the fact that 70,000 are
empty—at a cost of $1,300,000,000.
President Truman canceled out

$300,000,000 of this program, arid
Congress restored the authority.
But beyond savings, we are

striving for something even great¬
er. That is better medical service

to our armed forces, our veterans,
and our seamen. We also Want

this service set up better to stimu¬
late preventive medicine. We

(Continued on page 43)

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.

$11,000,000 ' : : '

Pennsylvania Electric Company
First Mortgage Bonds, 2%A% Series Due 1979

Dated November 1, 1949 Due November 1, 1979

Price 100.81% and accrued interest

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

HALSEY, STUART & CO. Inc.

HEMPHILL, NOYES, GRAHAM, PARSONS A CO.

PAINE, WEBBER, JACKSON A CURTIS

OTIS A CO.
(INCORPORATED)

R. W PRESSPRICH A CO.

AUCH INC LOSS, PARKER A REDPATH STROUD * COMPANY
INCORPORATED

THE ILLINOIS COMPANY GREEN, ELLIS & ANDERSON A. E. MASTEN 4 COMPANY

THOMAS 4 COMPANY HELLER, BRUCE 4 CO. HILL 4 CO.

WALTER STOKES 4CO. FAUSET, STEELE 4 CO. MULLANEY, WELLS 4 COMPANY

R. C. SCHMERTZ 4 COMPANY, INC.

December 14, 1949
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Missouri Brevities
'

' *
i '*

On Nov. 17, two issues of securities of the Missouri Power & Light
Co. were offered to the public, viz: $2,000,000 first mortgage bonds,
2%% series due 1979, at 101 and accrued interest, and 20,000 shares
of 4.30% cumulative preferred stock (par $100) at $101,176 per share,
plus accrued dividends. The net<8>— —

proceeds from this financing will and Stix & Co. Subscription war-
be added to the general funds of
the company and used in part to
retire unsecured promissory notes
of the company aggregating $2,-
000,000, to reimburse the com¬

pany's treasury for capital expen¬
ditures previously made and to
meet in part the cost of additions
to its property and facilities now in
progress, and for other corporate
purposes.

ft ft *t -

Iii addition to Newhard, Cook
& Co., the following Missouri
bankers participated in the pub¬
lic offering on Nov. 16 of 50,000
shares of Clinton Foods Inc.

(formerly Clinton Industries,
Inc.) ilA>% cumulative converti¬
ble preferred stock (par $100)
at $100.50 per share (flat); Rein-
holdt & Gardner; O. II. Wibbing
& Co.; Dempsey-Tegeler & Co.;

i Stern Brothers & Co.; Stix &
Co.; Scherck, Richter Co.; I. M.
Simon & Co.; and A. G. Edwards
& Sons. The net proceeds are

to be used to pay certain obliga¬
tions of Snow Crop Marketers,
Inc., and Juice Industries, Inc., ■]
two wholly-owned subsidiaries,
and the balance added to the

working capital of the parent.
ft . ft ft v'.'"'''i

According to an announcement
on Dec. 10, American-Marietta Co.,
Chicago, has acquired from H. M.
Byllesby & Co., Inc., Chicago, 62,-
695 of the outstanding 118,125
shares of capital stock, par $5, of
United Brick & Tile Co., Kansas
City, Mo.

, , * »:« *

The Missouri bankers included
in the nationwide group which
underwrote an issue of 669,508
shares of New England Electric
System common stock (par $1)
offered to the latter's common

stockholders at $10.50 per share
were Newhaird, Cook & Co.,

, Reinholdt .& Gardner, Stern
Brothers & Co., Stifel, Nicolaus
& Co., Inc., and Stix & Co. Sub-
ascription warrants expired on

Dec. 5. The unsubscribed por¬
tion (189,015 shares) were taken
up by the underwriters and of¬
fered at $10.87 Yi per share.

The offering to common stock¬
holders of American Natural Gas
Co, of record Nov. 23, 1949,| of
276,805 additional shares of com¬
mon stock (without par value) at
$28.25 per share was underwritten
by a group of underwriters, among
which were the following Missouri
bankers: Stern Brothers & Co.;
Newhard, Cook & Co.; Reinholdt
& Gardner; I. M. Simon & Co.;
Smith, Moore & Co.; Barret, Fitch
& Co., Inc.; Burke & MacDonald;
Lucas, Eisen and Waeckerle, Inc.;
McCourtney-Breckenridge & Co.;

rants expired on Dec. 12, 1949.
* * * 0 ■;

The Missouri bankers who

participated in the public offer¬
ing on Dec. 1 of 1,500,000 shares
of common stock (par $5) of
The Southern Company at $11.95
"per share were: Dempsey-Tege¬
ler & Co., A. G. Edwards &
Sons, Edward D. Jones & Co.,
McCourtney - Breckenridge &
Co., Newhard, Cook & Co., Pelt-
ason, Tenenbaum Co., Reinholdt
& Gardner,. Stern Brothers &

Co., and Stifel, Nicolaus & Co.,
Inc.

* # *'

Net income of Illinois Terminal
RR. Co., St. Louis, for the 10
months ended Oct. 31, 1949, after
charges and income taxes,
amounted to $624,924, equal to
approximately $1.25 per common

share, compared with a net of
$1,238,769, or $2.48 per common
share for the corresponding period
of 1948.

ft ft ft .

The offering of 1,584,238
shares of common stock (no par

value) of Northern States Power
Co. (Minn.), to its common

stockholders and employees at
$10.25 per share was under¬
written by a group of invest¬
ment houses, which included,
among others, the following
Missouri bankers: A. G. Ed¬
wards & Sons; Edward D. Jones
& Co.; McCourtney-Brecken¬
ridge & Co.; Metropolitan St.
Louis Co.; Peltason, Tenenbaum
Co.; Prescott, Wright, Snider
Co.; Reinholdt & GafUner;
Smith, Moore & Co.; Stifel,
Nicolaus & Co., Inc.; Stix & Co.;
and Taussig, Day & Co., Inc.
Subscription privileges expired
on Dec. 6. This offering was

oversubscribed by approximate¬
ly 6%.

•. ft * «!'• vv.--:,

Missouri banking houses par¬
ticipating in the public offering
on Dec. 1 of $41,000,000 Louisville
Gas & Electric Co. first mortgage
2%% bonds, due Nov. 1, 1979, at
102.375% and accrued interest,
were: Barret,-Fitch & Co., Inc.;
George K. Baum & Co.; Newhard,
Cook & Co.; Stern Brothers & Co.;
Stifel, Nicolaus & Co., Inc.; and
Stix & Co.

ft t ft ' .'V
I. M. Simon & Co. participated

in the public offering on Dec. 8
of 120,000 shares of Hudson
Pulp & Paper Co. 5.12% cumu¬
lative preferred stock, series B,
at par ($25 per share) and ac¬
crued dividends, the net pro¬
ceeds to be used to pay for ex¬

pansion, etc.

* * :J)

The Finance Committee of
Kansas City has recommended to

♦

Black, Sivalls & Bryson
Texas Utilities W. D.

r Mississippi River Fuel
Delhi Oil

Tennessee Gas Transmission
Texas Eastern Transmission

Rockwell Mfg.
Southern Union Gas

Southwest Gas Producing

Bought — Sold — Quoted \

SCHERCK, RICHTER COMPANY

Bell Teletype
SL 456

Landreth Building
St. Louis 2, Mo. Garfield 0225

L. D. 123

the City Council that an issue of
not less than $4,500,000 in various
purpose bonds be offered at com¬

petitive bidding by Dec. 15. If
arrangements for the financing
cannot be completed by this pro¬
posed date, it was suggested that
the date of sale be put off until
after the turn of the year.'

.V, * ❖ it '■ •

Stern Brothers & Co. on Dec.
8 participated in the public of¬
fering of $7,500,000 Iowa Power
&

t Light ' Co. < first mortgage
bonds, 2%% series due 1979, at
102.50% and accrued interest.

Qtienfin Smith Named
Viee-Pres. of Agency
Quentin I. Smith, Account Ex¬

ecutive of Albert Frank-Guenther

Quentin I. Smith

Law, Inc., has been elected a Vice-
President of the agency, it was
announced. Mr. Smith has been
associated with the, firm since
1938, with the exception of three
years (1943-46) when he was with
the U. S. Treasury Department as
Chief of the Advertising Section
of the War Finance Committee
for New York. .

Lemuel C. Sizemore Is
With Fusz-Schmelzle

(Special to The Financial Chronicle)
ST. LOUIS, MO. — Lemuel C.

Sizemore has become associated
with Fusz-Schmelzle Co., Boat¬
men's Bank Building, members of
the Midwest Stock Exchange. Mr.
Sizemore, who is returning to the
investment business, was former-,
ly with John J. Seerley & Co. and
Metropolitan St. Louis Co. , .

Stanley Heller Co. Retained
As Stockholder Counsel T
Stanley Heller & Co., 30 Pine

Street, New York City, members
of the New York Stock Exchange,
have been retained as Stockholder
Relations Counsel by Fedders-
Quigan Corp., one of the leading
manufacturers of air conditioners,
convector-radiators, unit heaters,
automotive radiators, refrigeration
condensers, car heater cores, and
handbag frames.

Frank Knowlton Adds
(Special to The Financial Chronicle)

. OAKLAND, CALIF. — Charles
M. Anderson has been added to
the staff of Frank Knowlton &
Co., Bank of America Building.

With James Ebert Co.
. •' (Special to The Financial Chronicle^

BAKERSFIELD, CALIF.—
Charles E. Kenealey is with James
Ebert Co., 630 Chester Avenue.

Stix & Co.
INVESTMENT SECURITIES

509 olive: street
• • I-

St.Louis1.Mo,

Members

Midwest Stock Exchange

Michigan Brevities
The Detroit Edison Co.'s offering of stock to its stockholders ended

Dec. 5, 1949, a total of 679,812 shares, or more than 97% of the 699,743shares offered, being subscribed for at $20 per share. Of the shares,55% were sold through National Bank of Detroit, the Detroit sub¬
scription agent,' and the bal-3> .

ance througn Bankers Trust Co., were included in the group of
New York. This was to be ex¬

pected as more than 50% of the
stock ownership is in the Detroit
and Michigan area. The result of
this offering shows the high favor
in which this stock, which has not
failed to pay a dividend since
1909, is held by the company's
stockholders and the public gen¬
erally. The manner of distribution
of the unsubscribed 19,931 shares
has not yet been determined, but
it is not planned to deregister any
of these unsubscribed shares. This
offering was not underwritten.
The net proceeds, together with
the proceeds of $40,000,000 of
2!£% and 3%r promissory notes to
be issued will be applied toward
the repayment of $5,000,000 bank
loans and toward financing future
construction.

*

* *t ft

An underwriting: syndicate
headed by George A. McDowell
& Co. and Baker, Simon ds & Co.
on Nov. 29 publicly offered
183,339 shares of common stock

(par $1) of The Stubnitz Greene
Spring Corp., Adrian, at $5.30
per share, the net proceeds go¬

ing to selling stockholders. The
Stubnitz firm manufactures and
sells seat spring and back spring
assemblies to the automotive in¬

dustry for use in trucks, passen¬
ger cars and buses. Other De¬
troit bankers who participated
in this offering were: S. R.
Livingstone & Co. and Andrew
C. Reid & Co.

ft ft ft

The Detroit Stock Exchange set
a new in 1949 trading volume in
November for the second succes¬

sive month when shares and
"rights" having a dollar value of
$4,780,766 changed hands. This
compares with the p r e vi o u s
month's record total of $4,391,692.
Although the November total of
326,312 shares was slightly less
than the October total of 327,523
shares, the increased activity re¬
sulted from the trading in Detroit
Edison Co. "rights," 572,810 of
which changed hands.

The 10 most active traders for
the month of November were:

Detroit & Cleveland Navigation
Co., Detroit Edison Co., Southern
Co., Friars Ale Brewing Co.,
American Metal Products Co.,
Avco Manufacturing Corp.,
Parke, Davis & Co., Wayne
Screw Products Co., General
Motors Corp. and National
Stamping Co.

si: # * i ■

Soss Manufacturing Co., Detroit,
tomorrow will pay an extra divi¬
dend of 20% in stock, in addition
to the regular quarterly cash divi¬
dend of 25 cents per share on its
common stock to holders of record
Dec. 6,1949. Charles J. Soss, Pres¬
ident, said "it is contemplated that
regular quarterly cash dividends
wiU be continued at the present
rate." He added that both sales
and earnings of the company have
been exceptionally good.

* ft ft

Campbell, McCarty & Co.,
Inc., and Miller, Kenower & Co.

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

underwriters who underwrote
an issue of 276,805 shares of
common stock (without par
value) of American Natural Gas
Co. which were offered first to

. the common stockholders of the .♦

latter firm of record Nov. 23, ^
1949, at $28.25 per share. Sub¬
scription warrants expired on

Dec. 12, 1949.
ft ft ft ' •

Woodall Industries, Inc., Detroit,
for the year ended Aug. 31, 1949
reported net income after taxes of
$1,624,592, which was equal to
$3.81 per common share, and com¬
pares with a net of $1,140,157, or
$2.55 per common share, for the
preceding fiscal year. - Net sales
approached wartime peaks and
amounted to $22,107,151, against
$19,531,799 for the 1948 year. The
book value of the common stock
was $13.70 per share as at Aug. 31,
1949, compared with $10.80 a year
previous. This company is acquir¬
ing a new plant which it expects
will be ready for occupancy by
the end of this calendar year, in
exchange for its old factory prop¬
erty in Chicago. The company is
endeavoring to v/ork out a similar
trade for its Long Island City
(N. Y.) plant. In the fiscal year
ended Aug. 31, 1949 the company
acquired 5,110 shares of its pre¬
ferred stock which has been re¬

tired, and has also acquired 4,976
shares of its common stock which
is being held in the treasury for
future use.

* * *

An issue of 34,400 shares of
4%% cumulative preferred
stock, par $100, of Sutherland
Paper Co., Kalamazoo, was of¬
fered to common stockholders
of record Nov. 21, 1949 at $100
per share (flat), the net pro¬
ceeds to be used for expansion

. and working capital. Subscrip-;
tion rights expired on Dec. 8,
1949. E. II. Schneider & Co.,:
Detroit, was one of the under¬
writers. Each preferred share is
convertible into 2 l/i shares of
common stock prior to Jan. 1,
1960, at the holder's option.

ft ft ' ft

'

Gerity-Michigan Corp. earned
$115,350 or 15 cents per share in
the three months ended Sept. 30,
1949, compared with $182,639 or
23 cents per share in the same

period a year ago. Net sales to¬
taled $3,556,859, compared with
$3,159,022 in the 1948 period. Since
July 1, 1949 inventories had been
decreased by $410,620, according
to James Gerity, Jr., President,
who added that the company's
cash position was the best in its
history. •

ft ft ft ,7.'.

Baker, Simonds & Co., Camp¬
bell, McCarthy & Co., Inc., Mc-~
Donald-Moore & Co., and Wat-
ling, Lerchen & Co., all of
Detroit, were included in a na¬

tionwide group of investment
houses which participated in the
^underwriting of an issue of*
1,584,238 shares of common,

stock, no par value, of Northern
States Power Co. (Minn.),
which were offered to the com- •

mon stockholders and employees
of the latter at $10.25 per share.
The subscription rights expired
on Dec. 6. This offering was

; oversubscribed by approximately
6%.

*- ft tt ft *

Sales of The Murray Corp. of
America, Detroit, for the year
ended Aug. 31, 1949 totaled $97,-
844,203, while net earnings (after
taxes) were $6,802,656, equal, after
deducting preferred dividends, to
$6.95 per common share. This

compares with sales of $92,535,476
and net earnings of $3,253,305, or
$3.21 per common share, for the

(Continued on page 47) ; .
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Bankand Insurance Stocks
By H. E. JOHNSON

4

This Week—Insurance Stocks ^

vOne of the highlights of this year's developments so far as
insurance shares are concerned has been the increase in dividends.
Numerous institutions have declared nr- announced their intention to
pay stock dividends. Others have increased their cash payment to
shareholders. ; ■ ''

-\ The change in dividend policies over the past year has been
widespread and coincides with a sharp improvement in underwriting
operations. Faced with rising costs, increasing losses and a larger
volume of business, most fire and casualty companies were not able
to show very satisfactory underwriting results in 1945, 1946 and 1947.
In quite a number of cases, statutory underwriting losses were re¬
ported. The fundamental factors affecting operations began to change
in the early months of 1948 as rates were adjusted upwards and prices
leveled off. As a result underwriting turned profitable and gener¬
ally favorable results were shown for the last half of 1948. These
same conditions have prevailed throughout 1949 and record operating
earnings will almost surely be reported by a large number of com¬
panies this year. v.'.c vv;> :.T7•' '
\ * During this period investment income has been increasing at a
moderate but steady rate. At the same time distributions to stock¬
holders have been conservative amounting to approximately 60-70%
of investment income. In some cases less than 50% of such earnings
have been distributed/ •. --V:r
\ * : It would appear that the managements of the various companies
were reluctant to increase dividends even though they would have

r been justified from the standpoint of investment income, at a time
when unfavorable underwriting results were being experienced. ^As
conditions changed, however, a more liberal attitude was in evidence
and last year many companies increased their annual rates or paid
extra dividends in cash. In the last several months quite a few of
the major institutions have declared or announced their intention to

pay stock dividends. Many others have increased their cash payments
over those of a year ago. './.-vV'-f:' r'/'"/:"
{ /Home Insurance and Aetna Insurance are the latest of the large
concerns to enlarge their payments to stockholders. The Home on

Dec. 12, announced an increase in the annual dividend rate from
$1.40 to $1.60 a share. The company has been making semi-annual-
payments and for 1949 paid 65 cents in February and 70 cents in
August. This makes the payment for the current year equal to $1.35
a share compared with $1.25 in 1948. The current declaration of
£0 cents is to be paid in February, 1950 and establishes the stock on
a $1.60 annual basis. V

At the same time Aetna Insurance declared an extra dividend of
20 cents a share to bring payments for 1949 to $2.20 a share compared
with $1.80 a year ago. Aetna has been paying quarterly dividends at
the rate of 40 cents with extras at different times during the year.
During 1949 extras of 20 cents were paid in January and July. The
current, extra is to be paid Dec. 23. The company also announced
that the quarterly rate would be raised from 40 cents to 50 cents
with the payment to be made in January. This places the stock on a

$2.00 annual basis with the possibility that additional amounts may
be distributed as extras as heretofore.- *

Among the fire companies to announce stock dividends in the

past two weeks have been Boston Insurance Company and Phoenix
Insurance Co. • 1 /• .

'

The stockholders of Boston Insurance Company have been asked
to vote Dec. 20 on a proposal to increase the authorized capital stock
in order to provide for a 12V2% stock dividend.' If the additional

stock is authorized, it is the intention of the directors to continue the

present dividend of 60 cents quarterly or $2.40 on an'annual basis.,

( / The Phoenix Insurance Co. (Hartford) also proposes to increase
its capital. Stockholders are to vote Feb. 17, 1950 on a proposal to
increase the capital from $6,000,000 to $7,500,000 by a transfer of an
appropriate amount from surplus. The additional $1,500,000 of capital
would be paid to stockholders in the form of a stock dividend. Pro¬

viding the proposal is approved and the additional shares are issued

the directors intend to pay dividends of 75 cents a share quarterly
on the new capital. The company has been paying quarterly divi¬
dends of 50 cents with an extra at the year end for a total $3.00. At
the time of the recent announcement on increased capital Phoenix
also declared a special dividend of 50 cents making total payments
for 1949 equal to $3.50 as compared with the $3.00 of 1948.

\ •> Some of the other major fire and casualty companies that have
declared or announced their intention to pay stock dividends include:
Continental Insurance Company, Fidelity-Phenix Fire Insurance Co.,
Fire Association of Philadelphia, Great American Insurance, Hart¬
ford Fire Insurance Co., Insurance Company of North America and
U. S. Fidelity & Guaranty Co.

Dillon, Read & Co.
In New Location
j Dillon, Read & Co. Inc. an¬
nounces the removal of its office
to 46 William Street, New York
City. .. •,

Schwabacher Adds
, (Special to The Financial Chronicle)

SAN FRANCISCO, CALIF. —
Valentine Wood has joined the
staff of Schwabacher & Co., 600
Market Street at Montgomery,
members of the San Francisco and

New York Stock Exchanges.

Our Circular

Just How Well

Have Shareholders

Been Treated?

will be sent on request.

Laird, Bissell & Meeds
Members New York Stock Exchange
120 BROADWAY, NEW YORK 5, N. Y

Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49 »

<L. A. Gibbs, Manager Trading Dept.!

Leading Canadian Banker Sees Devaluation as

, , Temporary Expedient
Stanley M. Wedd, President of Canadian Bank of Commerce, tells
stockholders at Annual Meeting, dollar issue has become more a

problem of production and marketing. Cites Canada becoming self-
sufficient in oil, as factor in reducing deficit in trade with U. S.
James Stewart, Canadian Bank of Commerce General Manager,

/; ; ; - : - " , reveals growth in bank's assets.
; ~ Full effects of the devaluation of the British pound sterling, the
Canadian dollar and currencies in the sterling area cannot properly
be appraised for some time, Stanley M. Wedd, President of The
Canadian Bank of Commerce, told the annual meeting of stockholders
v v

,, , of the bank^x
in Toronto on finuous price adjustments then

from an economic point of view,
the step will prove to be abortive."
i The Dominion of Canada's

petroleum program, largely in'the
province of Alberta, but extending
also into Saskatchewan and Mani¬
toba is "the largest ever under¬
taken in. Canada,"/ Mr.Wedd
stated. "Alberta now has nearly
3,000 productive oil wells, over
twice as many as a year ago, and
Canadian - oil " production has
tripled as compared to two years

ago. It has been forecast that, by
the end of this year, production
will rise to over 70,000 barrels
per day, sufficient to meet the
entire needs-of the three Prairie
Provinces, and that it will con¬

tinue to rise to as much as 100,000
barrels a day, or about one-third of
total Canadian oil requirements.
What the new oil discoveries may
mean to the future of Canadian

economic life is as yet uncertain
but if there are further discoveries
and production continues to in¬
crease at the present rate, oil pro¬
duction may rival agriculture in

Dec. 13.

The dollar

issue, he said,
w a s probably
less a dollar

problem than
a production

i and market-
, i n g problem,
i He declared
-1 that having
i regard to the
many condi¬
tions which
must be satis¬
fied before

i/ <w - e xchange
depreciation /could -effectively
check or reverse a trend , in a

country's balance of payments, it
was probably more realistic "to
regard devaluation as a temporary
expedient rather than a correc¬
tive. Should this recent step lead
eventually to free convertibility
oi currencies, an objective much
to be desired will have been ac¬

complished. If, on the other hand,
devaluation is nullified by con-

Stanley M. Wedd

importance to the prairie econ¬
omy. Equally topical is the pos¬
sibility that, by becoming self-
sufficient or nearly self-sufficient-
in oil, Canada may substantially
reduce her trade deficit with the
United States. In 1948 aggregate
oil imports from all sources

amounted to about $300,000,000 in
United States Dollars."

; In conclusion Mr. Wedd said:
"Today we face many uncertain¬
ties. The attempts to gain control,
of men's minds, which is the goal
of > the totalitarian, throw diffi¬
culties in the way of efforts to"
establish an orderly trading world. <

Yet the advantages of peaceful
and universal trade are so obvious
that one cannot help but be
strongly hopeful that common

sense will prevail."
James Stewart, general manager

of the bank, said that - the ■ sus-'
tained upward trend of Canadian
business during the past yfe&r has
been reflected in the Bank's posi-\
tion. Assets of the Bank, as of
Qct. 31, increased $117,000,000 to *
the record figure of $1,646,000,000. ;

Mr. Stewart said that the Bank's-,

profits for the fiscal year ended :

Oct. 31, 1949, before Dominion.
Government taxes, but after ap- ;

propriations to - contingent re- :

serves, out of which full provision :

has been made for bad and doubt¬
ful accounts, "increased some

$503,000 and after taxes,, deprecia- .

tion, dividends at. the usual rate
and reserving for the extra dis¬
bursement payable Jan. 3, 1950, t

we have been able to carry for¬
ward $615,961, an increase of $87,- .

603. The amount at credit of profit
and loss account now stands at

$3,705,010."

3

THE PORT OF NEW YORK AUTHORITY

Proposals for all or none of $54,000,000 of The Port of New York

Authority GENERAL AND REFUNDING BONDS of the FOUR¬
TEENTH and FIFTEENTH SERIES, will be received by the

Authority at 11:00 A. M. on Tuesday, December 20,1949, at its office.

General and Refunding Bonds of the Fourteenth Series are due

serially in annual amounts of $3,600,000 each, on December 15, 1950
and each December 15th thereafter to and including December 15,
1953. General and Refunding Bonds of the Fifteenth Series are due

serially in annual amounts of $3,600,000 each on December 15, 1954
and each December 15th thereafter to and including December 15,

1964iJ--''r-^:' * ■ ' ' V.';. :'" '
Each offer must be accompanied by a certified check or cashier's

check in the amount of $ 1,080,000. The Authority will announce the

acceptance or rejection of bids at or before 6:00 P. M. on that day. •

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

"

THE PORT OF NEW YORK AUTHORITY

HOWARD S. CULLMAN,

CHAIRMAN

December 9,1949
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Connecticut Brevities
Kaman Aircraft announces that it has received a third contract

from the U. S. Navy and an initial order from the Coast Guard. The
present contract covers helicopters and spare parts. Previous con¬
tracts were for helicopter development and research. The Navy's
helicopters will be delivered to^ -7- ——

the test tenter at Patuxent On Nov. 16, 1949 the SEC au-

River, Maryland If the plane j thorized the sale of 14,723 shares
meets the Navy's rigorous re-1 of Derby Gas & Electric Corp.
<jttirements, it will be approved common stock to Allen & Co., un-
for quantity purchase by the derwriters, for $284,301, equal to

TlFFT BROTHERS
Members New York and Boston" Stock

Exchanges
Associate Members New York Curb

Exchange

Primary Markets in

Hartford and

Connecticut Securities

Hartford 7-3191

New Vnvlr;

BArclay 7-3542

Bell System Teletype: HF 365

Navy.

Pratt & Whitney Division of j
United Aircraft Corporation has
been awarded a $10,368,600 con¬
tract to build 264 new model

turbo-jet engines. The new en¬

gine is stated to be an "advance¬
ment" over previous types. Au¬
thorities expect the engine to be
used in the Grumman F9F "Pan¬

ther" fighter. ;■•
« * « 1 - :

President W. Ross McCain of
Aetna Insurance' Co. has an¬

nounced that the Boards of Direc¬

tors of Piedmont Insurance- Co.
and Standard Insurance Co^, two
of Aetna's wholly owned fire sub¬
sidiaries, have approved a merger
of the two companies. The pur¬

pose of the merger is to obtain
greater efficiency and to prepare'
for the advent of multiple line
underwriting. ? Aetna purchased
Piedmont Fire in 1930 and Stand¬
ard in 1941. . '.:-v.',-';

« # *

Application has been made to
change the corporate title of the
Comprehensive Insurance Co. to
The Connecticut Casualty & Fire
Insurance Co. The company ex¬

pects to commence underwriting
in the near future. Initially it is
planned to confine business writ-,
ten to fire and automobile col¬
lision risks on the retrospective
basis on a country-wide basis. The
initial caoital and surplus is fixed
at $500,000. ,

. * if £

The Hartford-Connecticut Trust
Co. has joined the Federal Re¬
serve System. It had been the
largest non-member bank in New
England and one of the ten largest
non-member banks in the country.

« * *

On November 22, an underwrit¬
ing syndicate offered $10,000,000
of Connecticut Light & Power Co.
first and refunding mortgage
214% bonds, Series L, due Nov. 1,
1984, at 102.23 and accrued in¬
terest. At the same time 100.000
shares of $2.04 preferred stock
were offered at $51.50 a share and
accrued dividends,' Proceeds are

to be used to help finance the
company's construction program
through 1951. :\ ■■ - *

$19.31 a share. The stock is to
be reoffered to the public at a

price of not to exceed 20%. "

« # * ill.

The New York, New Haven &
Hartford Raifroad awarded $2.-
340,000 of equipment trust certifi¬
cates to Lehman Bros, and Bear,
Stearns & Co. who bid 98.6693 for
a 2%% coupon. The under¬
writers offered the certificates, of
which $156,000 mature annually
Dec. 1, 1950 ,through 1964, at
prices yielding from 1.25% to
2.70%. Proceeds will be used in
connection with a purchase of
25 new streamlined sleeping cars.

■'■'■V *

; Powdrell & Alexander's state¬
ment for the nine months ended

Sept. 30, 1949 showed a loss equal
to $0.62 a share on the common

stock On Nov. 14, 1949 it was
stated that operations were at a

normal capacity and that a profit
wag expected in the fourth quar¬
ter. Mr. Powdrell, Chairman, said
that in view of the results of the
first nine months, directors have
decided not to declare further
dividends this year. Dividends of
$0.37%' were declared earlier in
the year. ■ V^7-/*••/'■ • >

v.-

Scoville Manufacturing * Co.'s
new strip mill was scheduled to
commence operations Dec. 6, 1949.
The plant has been' under con¬

struction for two years at a cost
of several million dollars. The

management also announced the
introduction of a new slide fas¬

tener, trade-named Gripper Zip¬
per, which will be available for
use by the clothing and clothing
accessories industries.

• ' v sis * '

Directors of Phoenix Insurance

Co. have recommended increas¬

ing the company's capital stock
from 600,000 to 750,000 shares by
issuing a stock dividend of one for
each four held. If approved by
the stockholders at their annual

meeting on Feb. 17, 1950, it would
be accomplished by transferring
$1,500,000 from surplus to capital.
A special dividend on the present
stock is payable Dec. 27, 1949
bringing full year payments to
$3.50. A quarterly dividend of
$1.00 is payable Jan. 2, 1950 and
thereafter quarterly dividends of
$0.75 are contemplated after the
slock dividend.

With Dempsey-Tegeler
(Special to The Financial Chronicle)

ST. LOUIS, MO. — John W.
Clem is with Dempsey-Tegeler &
Co., 407 North Eighth • Street,
members'of the New York Stock

Exchange.' *; ■- .1 .

With Leedy, Wheeler Firm
(Special to The Financial Chronicle)

ORLANDO, FLA.—John P. Hig-
ley has become affiliated with
Leedy, Wheeler & Alleman, Flor-
ida Bank Building.

SPECIALIZING IN

Connecticut Securities •

PUBLIC UTILITIES — INDUSTRIALS

1Vrilt for specific recommendations of issues with
long record* of unbroken, dividend payments.

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

New Haven 6-0171

New London 2-4301

Hartford 7-2S69

New York CAnal 6-3662

Teletype NH 194
Waterbury 3-3166
Danbury 5600

Meeting the Demand for Security
By WILLIAM J. CASEY*

Chairman, Board of Editors, The Research Institute of America, Inc.

Mr. Casey maintains while the tide of employer-paid security is irresistible/ it nevertheless can be har¬
nessed to improve the health of business institutions and satisfy the recipients. Declares employers wilf
be whipsawed by unions in absence of development of definite over-all. package. Cites conditions

needed for sound programs. '

I do not bring you any news when I tell you that you face a surging and insistent de¬
mand that employers assume substantial responsibility for the protection of the individuals
who make up their work force against most of the hazards of life. - V . ;

William J. Casey

Newspaper-
headlines tell

you daily that
employers are
e x p e c ted to
provide cash
when employ-'
ees stop wont-;
ing because;
of illness or

old
. age re- ,

tire ment, to,
rnee t their:
hospital and;
doctors' bills,,
and to pro- *

vide cash for :
their families,
upon death.r
These are clearly new elements
being built into the cost and wage
structure* of our economy.: But
the newspaper headlines do not
tell us about the long run impli-
cations, the pitfalls, the challenge
and the opportunity, which this
trend presents to us. /- ^ -

This is a strong tide, in a sense
it is an irresistible tide, but I do
not believe it is uncontrollable. I
propose to explore in a general
way how we may be able to har¬
ness 'this tide to improve the
health of the business institutions
for which we are responsible and
to give greater satisfaction to the
individuals upon whom our com¬

panies depend and who depend on
our companies.
I would like to approach this

by examining the choices which
seem to be available to us. It

may seem that we have little, if
any choice in this matter when we

review the things that first strike
our attention—tne enactment by
both Federal and State Govern¬
ments of comrmlsorv welfare

plans; the decisions of the U. S.
Supreme Court and the amplifi¬
cations by lesser judicial bodies
which tell us that employers must
bargain on health and welfare

funds, on pensions, and on insur¬
ance -plans, and the strength of
1he trade unions which are insist¬

ing that employers finance the se¬

curity of their members. You will
note another powerful, but fre¬
quently overlooked factor as you
scan through the help wanted
section in any newspaper and no¬
tice the number of ads which cite

employee welfare plans as com¬

panies bid for natural aptitudes,
experience, skill and talent. But,
it will become strikingly clear
that there are important choices
available to us if we compare the
busted welfare plan which John
L. Lewis has obtained for the coal
miners and any one of the
thousands of modestly conceived
and soundly financed welfare
plans which have more than 10
years of succeessful operation to
their credit. I am reminded of
an old story about a fellow who
had been courting a girl for over
five years. He had been beating
a trail to her house every Satur¬
day night, and there were no

signs of a wedding. One Satur¬
day, the girl's father called him
aside and. not without embarrass¬

ment, said, "Johnnie. I feel that I
are entitled to aM I must ask vou

one question." He paused, looked
Johnnie in the eye and said, "Are

your intentions-toward my Mary
honorable or dishonorable?" John¬

nie, not at all t^ken back, said,

"Holy Smoke, do I have a choice?"

"An addroce by Mr. Casey be¬
fore the Building Trade Emolov-
ers Assoeiation, Buffalo, N..,Y.,
Dec. 5, 1949.

<•>-

j J strongly believe we have
many choices in dealing with this
trend which is unmistakably
building welfare plans into the
structure of pay and personnel
policy which is almost certain ul¬
timately to prevail in all areas

and in ' all industries in .this

Country.' In fact,; I believe that
you have one big choice and many
little ones. If your big and fun¬
damental choice, is right, you will,
control the little ones,'' and with
competent technical- counsel. at
your -■disposal, - you > can expect
them to be right. ■ >'/.-V*y-'-y.V
j J have searched for the most
emphatic -way of stating-the na¬
ture and the magnitude of your
big choice; I think the best way
to put it is: Will you, yourselves,
take the-initiative in developing
a satisfactory, financially sound,
and fruitful welfare program or
will a patchwork of benefits be
forced on you year-by-year by
union pressure. Will the welfare
continuation and benefits be the
instrument of a resourceful and

productive personnel policy which
it has been in the hands of, for
example, the Standard Oil Co., or
will it be a continually disrup¬
tive sore spot which it has been
between John L. Lewis and the
coal operators? That is the big
choice and it is within your own
control.

I don't think that it will take
much to convince you that this
fundamental choice is even more

important to the construction in¬
dustry than to the relatively sim¬
ple coal industry. It is impera¬
tive that you control the little
choices so that you are not sunk
by the complications, which arise
from the fact that you deal with
many different unions, that your
employees, during the course of
the year, will work on other jobs
for other contractors; that it is
impossible to predict how many

days your men will work during
the course of the year and what
they will make. - ] > ;

Comprehensive Handling Needed

!: Unless there is a clear, coherent,
comprehensive head-on facing of
welfare demands now with the de¬

velopment of a definite over-all
package, I am afraid that we will
face attempts by many unions to
whipsaw employers between ex¬

pensive welfare pension demands
and less costly direct pay hikes.
In many cases, the union will pre¬
fer to jockey the employer into
trading off the welfare demands
for a few cents an hour boost in

straight pay ... only to return to
iho bargaining table with the
same club the next year.
There is a major choice as to

the scope of welfare benefits which
you might be prepared to nail
down now. There are a great
many more employees covered by
accident and health insurance than

by pensions. Some 30 odd million
people are insured loss of income
resulting from sickness or acci¬
dent. Over 60 million individuals,
including dependents have the as¬
surance that their hospital bills
will be paid by them. Some 30
million individuals have the' as¬

surance that their surgical bills
will be paid, and well over ten
million individuals will have doc¬

tor's bills paid for them. Roughly
one-half of these individuals are

directly insured employees and
the other half are dependents. On
the other hand, there are probably
no, more than some four million
workers covered by industry pen¬

sion plans and the next three,
years or so are not likely to pro--
vide pensions for more than an¬

other three million additional
workers.

There is good reason why wel¬
fare; benefits will spread much I
more rapidly than pension bene-*,
fits. Hospitalization, medical-sur-:
gical and disability benefits plans *
are the easiest plans to get started,;
Hospitalization and sickness bene¬
fit plans offer a limited risk. They;
are, comparatively easy to alter. ;
They do not create substantial fu- !■
ture benefits which employees feel;
have become their earned rights.
They are not likei'some plans,
which almost inevitably involve
the acceptance of substantial ex-/
pense on the part of employers on
account of service which employ-!
ees have performed prior to the [
date such a plan becomes effec-!
tive. The clearest example of the'„
effect of prior service occurs when
an employer establishes, let us

say, a pension plan under which
several of his employees can re- '
tire immediately because of age
and length of service. In the ab- :
sence of employee contributions
this employer may then be called »

upon to bear directly the full cost '•
of pensions for those retired em¬

ployees over the remainder of
their life. The liability which the
employer has taken on in this
case is known as an "accrued lia¬

bility." A similar accrued liabil¬
ity may be accepted to some de¬
gree with respect to every em¬

ployee eligible under such a plan
at the time it comes into existence.
In the case of the U. S. Steel Co,

it has been estimated that a pen¬
sion of $100 a month will repre¬
sent taking on an accrued liability
of one billion dollars which is

about one-half the net worth of
the company.

Disability benefit plans and hos¬
pitalization and surgical plana
treat only with events which may
occur in the future. They do not
require the acceptance of accrued
liabilities. The cost of such plans
is reasonably predictable, and us¬

ually substantial protection in
these fields can be provided at a

cost which is less than that of an

adequate pension plan.
We know that by July, 1950 New

York employers must, by legisla¬
tive decree, give sick pay—half
pay with a top of $26 a week for
13 weeks. So let's focus our at¬

tention on welfare plans other
than pensions. Employers can

make employees contribute %%.
of pay and can provide coverage
by buying insurance from a pri¬
vate company or from the state or ~

by self-insuring.
Let's recognize that sick pay is

only part of the package that will
be demanded and that welfare
coverage will be both cheaper and
more satisfactory if all phases of
it are integrated.- The package
which unions are . demanding
throughout the country consists of
life insurance of a year's salary
and pre-paid medical and hospital
care in addition to sick pay. I
recommend that you study the
Handbook on Bargaining for
Worker's Security Program which
the United Auto Workers have

prepared to brief local negotiators.
I bring it to your attention be¬

cause it indicates the intricate na¬

ture of the subject and the prep-
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oration which you will be re¬

quired to face in your bargaining.
V * j >„

Alternatives Against Unexpected
Costs

- What options and alternatives
are there which give promise of
protecting the employer against
excessive and unexpected costs?
This is a very complicated ques¬
tion which has many aspects. It
cannot be definitely answered
without long study of the, particu¬
lar problems of an industry, an
area and a company, and this
study can only be conducted by
men with long specialized experi¬
ence in the assessment, hedging
and underwriting of this kind of
risk.

Importance of Protective Features

: I would limit myself to quickly
throwing out to you some exam¬
ples which may indicate the char¬
acter and importance of the pro¬
tective , features-which must be
built into a welfare plan if it's
to be soundly financed and sus¬
tained: . ; .. . .

(1) Employers frequently make
the mistake of thinking that be¬
cause it has. been their practice
formerly, to continue paying a
limited group of their employees
when they are sick that they can

•safel.y do so for the entire work
iorce. - Actual experience tells us

that unless there is a marked dif¬
ferential - between benefits re¬

ceived while sick and the amount
which can be earned on the job,
you will encojrage malingering
and sharply run up the cost o>

production. •; : v- \v ;

/ The disability program may bog
down unless the employee is left
with a financial urge to return to
work. For example, General Mo¬
tors analyzed the disability ex¬

perience of two plants located a
short distance apart, both- carry¬
ing the same benefits under a
group policy. - In one case, there
was an additional payment pro¬

vided by a private plan, and the
claim rate there was consistently,
from 60 to 70 percent higher than
in the other. Since these: two

plants drew on the same labor
market, it is quite clear that.the
higher the benefit, the higher the
claim rate; I cannot urge you too
strongly to cut out any, duplica¬
tion of benefits in this way, or you

will certainly pay _ through the
nose for it, as well as cause dis¬
ruption in your production sched¬
ule. -V,"-.vV

1 It's not safe to provide benefits
for more than 50% to 60% of pay
cr in effect 65% to 75% of take-
home pay. You must remember
that payments received under cas¬
ualty payments are not taxable in¬
come to the employee and thus a

benefit of 75% of pay provides
some employees with something
close enough to his full pay en¬

velope after social security and
withholding tax deductions.

I (2) Similarly, your costs will
run up if you extend the sick pay-
to the first few days of illness.
The dramatic and almost incredi¬
ble example of this is the report
on sickness.in the Royal Ordnance
factories in England. Their sick

pay began the first day of illness
and continued for seven weeks, at
the end of which time half pay-

was continued for an additional
seven weeks. A study of their
experience published last summer
showed that during the course ol
the previous year some 42% of
the work force had been ill for

exactly seven weeks on the nose.

(3) Your welfare commitments
must be geared into present and
prospective compulsory State Leg¬
islation. Fortunately the N.. Y.
disability law gives credit to em¬

ployer plans. But there's pressure
for Federal, disability and health
plans and there's no guarantee
that private plans will receive any

recognition any more than private
pension plans under Federal old
age retirement. Therefore, your
deal should provide fo^ automatic
adjustment of your commitment
when as and if you are required

to pay for Federal or State wel¬
fare benefits of a similar kind. -

•(4) Should" employees contri¬
bute? That's the best way to hold
down the cost but, being realistic,
I don't see much chance of em¬

ployee contribution to welfare
plans. There's a much better
chance on the more expensive
pension plans and employees do
contribute to most of the group

life insurance plans now in force.
The great majority of sickness and
health plans are employer fi¬
nanced and a strong union is go¬

ing to stand strongly against em¬

ployee contribution. , . .

(5) It's worth exploring to see
whether your commitment .can be
limited to contributions; it being
left up to the fund to buy as much
benefits as it can with the. per¬
centage,of payroll you kick in.
(6) To avert the danger that-a

welfare plan- will kick back in
your face; both financially and-in
bad personnel relations, you must

set up safeguards which will pro¬
tect you and tne plan in hard
times. This can be done by build¬
ing up some reserves, by limiting
coverage to employees who leave
a payroll and, most important, by
building into the plan an automa¬
tic flexibility derived from adjust-,
ing benefits with contribution
earned. When there's a slump in
construction, employee .earnings
and contributions will fall off and
benefit levels should go down cor¬

respondingly. /

The level of benefits and the
amount of employees contribution,
together with most of these pro¬
tective features will have to be

thrashed out in collective bargain¬
ing. For this reason and because
the big savings in cost will come
from economic administration and

spreading of risks, the imminence
of a welfare plan presents a big
challenge • and a big opportunity
to a trade association in an indus¬

try: like this. Although whether

to have a welfare plan, the level
of benefits and their financing
must be thrashed out in collective

bargaining, welfare bargaining is
intricate and tricky. You can't
horse trade on actuarial implica¬
tions or on protective features, the
absence of which could sink the
entire plan, A soundly conceived
framework within which welfare

benefits, if any are to be given,
can be of inestimable value in

controlling collective bargaining
in this area.

The big secret to sickness and
health protection at manageable
costs lies in having an adequate
and a representative spread of
risk, an economical collection of
premiums and an experienced sift¬
ing and handling of claims. No
single employer, except perhaps
the giant corporation, can achieve
these factors within his own or¬

ganization as well as larger
groups. Above all I would urge

any employer not to get himself

in the position of scrutinizing and
passing on - sick pay claims. In

Handling can
make- welfare coverage economi¬
cal to a small employer and where
employees shut aiound a great
ueai, omy group handling can
give satisfaction to the beneficiar¬
ies. The Hotel Trades in New
York are a good example. The
hotels deal witn eleven different
unions. By collective bargaining
between a council representing all
eleven unions and an Hotel As¬
sociation Committee there is
single trust arrangement covering
163 hotels and 25,000 union mem¬
bers of eleven different -unions
and another trust embracing only
57 of the hotels and their non¬

union white collar employees. The
Shoe Board of Trade has a single
trust covering both union employ¬
ees whose coverage was brought
under the plan by collective bark

(Continued on page 39)
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HE 8kinss an armful

of Courtesy too

The man who comes to install or

repair your telephone brings something
more to your home than equipment,
tools and efficiency.

He brings courtesy and consideration
and a genuine desire to please. f

He treats your home and the things
in it as carefully as though they were

his own—cleans up and puis everything
back in place when he's finished. * -

v. t * v •• /f'

,He brings along the realization that ri /.
he is the representative of thousands of
telephone men and women you may

never see—all working together to

give you friendly, constantly improving

telephone service at reasonable cost; • >

Bell Telephone System
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. With Shillinglaw Bolger
(Special to The Financial Chronicle)

CHICAGO, ILL. — Arthur J.
Roth has become affiliated with

Shillinglaw, Bolger & Co., 120
< South La Salle Street, members
of the.Midwest Stock Exchange.

NAT10
INVESTMENT PROGRAM
An Open Inv^meTOccouni

Details of program and
prospectus upon request

NATIONAL SECURITIES &

RESEARCH CORPORATION
150 BROADWAY, NEW YORK 5, N. Y.

'^'prospectus from _

your investment dealer}
or i ,1

(PHILADELPHIA 2, PA)

INVESTORS MUTUAL

Dividend Notice No. 37

The Board of Directors of Investors

Mutual has declared a quarterly divi¬

dend of twelve cents per share payable
t on January 21, 1950, to shareholders
on record as of December 31, 1919.

H. K. Bradford, President

Principal Underwriter and
Investment Manager

* INVESTORS DIVERSIFIED SERVICES

Established 1894 as Investors Syndicate.
Minneapolis, Minnesota , ■

*

eystone

Custodian J

Funds
Certificates of Participation in

INVESTMENT FUNDS

investing their capital

IN

BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series KI-K2)

COMMON STOCKS
(Series Si-S2~S3»S4)

Protpeclus may be obtained from

The Keystone Company
of Boston

50 Congress Street
Boston 9, Massachusetts

By HENRY HUNT

Charles F. Eaton, Jr.

Eaton & Howard Observe 25th Anniversary
BOSTON, MASS.—Eaton & Howard, Incorporated, Boston invest¬

ment management firm, is celebrating the 25th anniversary of its
founding in December, 1924 by Charles F.
Eaton, Jr., its President, and the late John G.
Howard. Aj pioneer in investment, counsel and
-in the development of, the mutual investment
fund, the firm early , in its career established
Eaton & Howard Balanced Fund and Eaton &

Howard Stock Fund to be managed in conjunc¬
tion With .its other activities. The organization
has grown to be one of the country's leading
investment management and counsel firms.

The firm maintains principal offices in
Boston and San Francisco and its activities have
become national in scope; It provides investment

"

counsel to many important individual and insti¬
tutional clients. The two Funds which it sponsors
and manages are owned by approximately 12,000
individuals; trustees and institutions located in
every state of the Union and in a number of
foreign countries. Assets of the Funds have

within the past five years increased from $10,000,000 to over $50,-
ooo.ooo. ; - ; / :

Market Comment

"Many investors who had gone into financial storm cellars back
in 1946 in hopes of reinvesting funds when the recessionary storms
were over were surprised this summer to find that earnings on the
Dow Jones industrial stocks had increased 69% and dividends 53%
since 1946. They also saw the government fighting deflationary trends
with inflationary weapons and they realized that the 'cold war' had
helped keep business activity high in spite of the partial readjustment
to a peacetime economy. The result has been the longest and sharpest
market recovery since 1945-46'. While the pace of the advance slowed
down during November, the industrial and utility averages distin¬
guished themselves by moving above their highs of the last 3 years

with the former selling within 9^2% of its highest price since 1930.
Aiding the recovery has been the realization that the income from
common stocks is much greater than it is from other investment
media as the following figures show:

Investment Needed to Earn a $1,000 Annual Income
Dow-Jones Industrials - $15,950
Dow-Jones Rails -j.— 13,250
Dow-Jones Utilities 20,000
High Grade Preferred Stocks. 25,700
Highest Grade Corporation Bonds 39,000
Long-Term Government Bonds 47,500
Savings Banks 50,000

"Industrial stocks have advanced during 69% and rails during
56% of the December markets of the last 52 years. Most dependable
of all seasonal rallies is the one that has occurred in 45 out of the

last 52 years between Christmas and New Year's Day. During the
last 10 years the gain from the December low to the January high
has averaged 6%. The short interest is still large and there may

f

mm
THE LORD-ABBETT

INVESTMENT COMPANIES

Affiliated i
Fund, Inc.
Prospectus upon request

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

A Diversified Investment Company

Prospectus may be obtained from
your local investment dealer, or

THE PARKER CORPORATION
200 BERKELEY ST., BOSTON 16, MASS.

be some buying to establish short-term losses before the end of
the year."—Written by Ralph Rotnem of Harris, Upham & Co. - [\

First $50,000,000 the Hardest
It took Wellington more than 19 years to get their first $50,-

000,000;:.less than two years to get their second. ; November, 1949,
sales were at an annual rate of more than $57,000,000.

How Much Is a Billion Dollars? '
, > "It used to be that people mentioned a billion dollars with the
same kind of awe that is still associated with a light year or an
atom bomb, but not so any more. Economists, politicians and even
the man on the street now toss 'billions' around figuratively' as
though they were so many nickles. ; i '
: : "Maybe it is time for some of us to take another look to see

just how much a billion dollars is so that the man who tries to
save a couple of billion here or there in our government expendi¬
tures can be recognized for the remarkable man he is.

, "If a billion dollars in dollar bills were laid one on top of the
other, the pile would be over 59 miles high.

"A billion dollars would purchase a new $2,000 automobile for
every man, woman and child in a city with a population of 500,000.
These. cars could form a bumper-to-bumper line from New York
to Dallas, Texas.

"There is no proof that any man at any time has accumulated
a billion dollars in wealth.

"Every dollar bill in the pockets of all of the citizens of the
United States would only equal about a billion dollars.

"If a man worked 40 hours a week, 50 weeks a year at $2.53
per hour, it would take him 200,000 years to earn $1 billion dollars."
—From Vance Sanders' "Brevits."

A $20 Investment in 40 Listed Stocks

"You can Invest in 40 or more stocks listed on the New York
Stock Exchange for as little as $20.

"These stocks represent the ownership of some of America's lead¬
ing corporations such as General Motors Corp., United Aircraft Corp.,
Westinghouse Air Brake Co., Texas Company, Atchison, Topeka &
Santa Fe Railway Co., and Bethlehem Steel Corp., to name a few. A

"To buy only one share of each company in such a group would
require a substantial cash outlay. Yet an investment reflecting the
strength and promise of these great American companies can be
made with modest amounts of money either at regular intervals
out of earnings or from time to time as you have savings available.

"Learn more of this method of investment by mailing the coupon
below."—Text of a Coffin & Burr ad in "The Farmers' Almanac."

"The Poor Man's Investment Counsel"

"How to participate in the economic expansion of the country
has always been a major investment problem. The best way to
acquire a stake in America's future is through the purchase of
equities of American corporations^. This requires careful selection of
industries and of specific companies within the industry selected.
It requires continued research and constant supervision of the securi¬
ties selected. This produces an almost impossible situation for the
average investor, or does it?

"I would like to tell you about a new way to obtain all this—
new to most people, although approximately 1,000,000 Americans
have solved their investment problems through this method.

"The Mutual Fund has been rightly called: 'The Poor Man's
Investment Counsel,' although an increasing number of large in¬
vestors are purchasing shares in the various funds. Large trust
funds, charitable, religious and educational institutions, even insur¬
ance companies and savings banks are finding this an easy and
efficient way to secure expert guidance and to avoid many of the
pitfalls and worries of large-scale investment. v - ,

"The mutual fund is the logical and satisfactory answer to the
investment problems of the individual. investor. It provides him
with good investment management, wide diversification, expert buy¬
ing and selling, full bookkeeping service, continuity of income, the
opportunity for capital gains and a guarantee that the funds can
be withdrawn at any time."—Excerpts from Axe-Houghton's "How
to Become a Successful Investor," written by Morris M. Townsend.

(Continued on page 15)

EATON & HOWARD

BALANCED FUND

EATON &• HOWARD

STOCK FUND

PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS MAY
BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO

EATON & HOWARD
INCORPORATED

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

J24 Federal Street
BOSTON

333 Montgomery Street
SAN FRANCISCO

ATTENTION,
L Bond

Investors/

Write to your local investment ~
dealer or to Hugh W. Long
and Company, Inc., 48 Wall '?

St., New York 5, for the offi¬
cial prospectus and other de¬

scriptive materia! about —

0Tlanltalian
&onJ ffunJ, (0nc.

» A REGISTERED INVESTMENT

COMPANY INVESTING ONLY
v
IN BONDS
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Mutual Funds
(Continued from page 14)

Canada's "Predicament"
"D. C. Abbott, Canadian Finance Minister, says the Dominion

postwar 'bold program of tax relief' probably stimulated Canada's
economy at a crucial time. Abbott: 'Every month since the begin¬
ning of this fiscal year I have been required to explain why revenues
still exceed expenditures by more than had been predicted.' "—From
"These Things Seemed Important," issued by Selected Investment
Co. of Chicago.

■, v ;Vi-
""
-f ~ Putnam Fund Adds Trustees j

Shareholders of The George Putnam Fund of Boston, $34,000,000
open-end mutual fund, yesterday approved all of the trustees' pro¬
posals for broadening themanagement of the 12-year-old fund. Among
other steps, the shareholders elected two additional trustees and ap¬
proved a management contract with the newly-established Putnam
Management Company. , ♦

The new trustees are Louis J. Hunter and Stanley F. Teele. They
will serve with George Putnam, Charles M. Werly and Richard
Osborn, who will continue on the enlarged board.

, Mr. Hunter an officer and director of many business concerns,
is owner of Louis J. Hunter and Associates. He is also a trustee and
treasurer of the Massachusetts Memorial Hospitals, and a director
and treasurer of the Boston YMCA. :

Mr. Teele has been Associate Dean of The Harvard Graduate
School of Business Administration since 1946. From 1941 to 1943 he
served with the War Production Board as deputy director of the
procurement policy division. He is a trustee of the Newton Savings
Bank and a special consultant to the Standard Oil Co. of New Jersey.

Partners in the new management company will include William
M. Hunt, Arthur T. Lyman, Jr and Sydney Y. Upton, three of the
junior assistants to the trustees together with George Putnam, Charles
!M. Werly, and G. L. Ludcke, President of Putnam Fund Distributors,
Inc. Pointing out that most mutual funds have a separate organiza¬
tion to provide management and research facilities, Mr. Putnam said:
*'We think the Putnam Fund will provide a useful service to many
generations of investors. To accomplish this purpose, the Fund must
attract to its management organization men of outstanding ability.
By providing partnerships for such men in the new management
company, we believe that we can build soundly for the growth we
foresee. ; ■/ '' 'V ••. Vv 'v ;
■:"The increase of the Fund's assets to more than $34,000,000 in
only 12 years of operation has also made possible a reduction in the
rate of compensation for overall management services. As approved
b.y the shareholders, the new plan reduces the trustee's fee on the
portion of the Fund in excess of $25,000,000 by approximately 20%.
This means an important saving for beneficiaries in total management
costs."

Reorganization of Britain's War Debt Demanded
Citing the current situation of the American taxpayer actually foot- ' <

ing the costs of the blocked sterling balances, the U. S. Council of
- the International Chamber of Commerce pleads for a "constructive
reorganization" of the British war-created debt as prerequisite of

( continued Marshall aid. Maintains devaluation is no solution of
the dollar problem.

Asserting that "a constructive reorganization of the British war-
created debt, now represented by blocked sterling balances," would
be a major factor in justification of further ERP aid, the U. S.
Council of the International Chamber of Commerce on Dec. 14
issued a nine-
point pro¬

gram of rec¬

ommendations
om monetary
r e c o n struc-
fion.
"Use by the

British of

American

money to
make releases
to her credi¬
tors" brings
home the fact
that not only
the British

economy but
our own tax- ; , v

payers are involved in a solution,"
the Foreword to the report states,
j, William A. Mitchell, President
of the Central Trust Co., Cincin¬
nati, is Chairman of the Study
Group which prepared the report.
August Maffry, Vice-President of
the Irving Trust Co., New York,
a member of the group, was rap¬
porteur.

j Entitled "Better Money — The
next Step in World Recovery,"
the report discusses at length the
consequences of devaluation and
prescribes the additional things
which must be done if its poten-
tion advantages are to be realized
in fact. . " 'v-v.

; "If the United States is to con¬
tinue to pour out its substance in
support of friendly foreign na¬

tions, it should expect and require
reasonable measures of self-help
from the beneficiaries, yes, even
some concessions to the American

way of producing and trading

William A Mitchell

goods. Dollars alone cannot do
the job. An unleashing ofthe
forces of private competitive en¬

terprise is the only real hope.""

Devaluation Doubted

On the subject of gold, the re¬
port says:, "The U. S, Council re¬
jects the notion widely current
"since devaluation that the United
States will take unilateral action
to increase the price of gold and
is convinced that , such action is
neither probable nor possible.
The Council also rejects categor¬
ically the idea that an increase
in the dollar price of gold would
be a desirable means of closing
the dollar gap." 1 ' ;

Others of the nine points are as
follows: '■

. "(1) Devaluation alone will not
appreciably narrow the dollar gap
and may serve to widen it in the
short run. i

; , V

"(2) The basic requirements of
the situation remain unaltered in
the United Kingdom and other
countries which have devalued.
What is needed in these countries
is more productivity on the part of
the worker, more enterprise on
the part of the producer and ex¬

porter, more incentives for busi¬

ness, and fewer restraints and
controls on the part of govern¬
ments.

"(3) The U. S. Council recom¬

mends that a constructive reorgan¬
ization of the British war-created
debt, now represented by blocked
sterling balances, be undertaken
immediately. ' This would be a

major factor in justification of
further ERP aid.

"(4) The U. S. Counei! declares
its full support of effective meas¬
ures for expanding purchases by
the United States Of foreign goods
and services. Imports should and
can be increased by further re¬
ductions in tariffs under the Trade
Agreements Program, reforms in
customs procedure, and prudent
stockpiling on the part of the
United States and better mer¬

chandising methods on the part of
foreign producers. „ .. ■

- Intelligent International
Investment \

"(5) The U. S. Council reaffirms
its views on stimulating United
States investments abroad as set
forth in its report, -'Intelligent In¬
ternational Investment' and re¬

news its endorsement of the 'Code
of Fair Treatment for Foreign In¬
vestments' put forward by the In¬
ternational Chamber of , Com-
merce. ,

"(6) The U. S. Council points to
the great progress made by most
European countries in restoring
production to prewar levels and
above, often despite monetary in¬
stability. > It believes the next es¬

sential step is to strengthen Euro¬
pean currencies in order to revive
confidence, stop inflation,., and
provide new incentives to workers
and producers.;; Devaluation sets
the stage for removing exchange
| controls, enlarging the area of
free transferability, : of sterling
particularly, and thus moving
toward convertibility. But the
.opportunity . m u s t be seized
quickly if it is not to be lost.

I "(7) Some substitute will have
:to be found, and found soon, for
the export financing provided by
the European Recovery Program.
In the meantime, the Council ap¬
plauds the statement of the Eco¬
nomic Cooperation Administration
that it will allocate ECA funds in

the future on the basis of per¬
formance rather than on the basis
of calculated need.

j v "(8) Dollars unassisted cannot
restore the world and make it

prosperous. Free and stable cur¬

rencies will go far to loose the
forces of free competitive enter¬
prise which alone can do • the
job." „

Devaluation No Solution of

Dollar Problem

In reference to devaluation,
Chairman Mitchell said: "Devalu¬
ation has not changed in its
fundamentals the dollar problem
of the United Kingdom and many
other countries." Elaborating on
the requirements which remain
unaltered by devaluation, he
added:

„

"For labor, it would mean

retreat from principles established
by a generation of trades-union
activity, from all of the rigidities
and restrictive practices, such as

feather-bedding, which make im¬
possible flexible labor manage¬
ment in British industry. It would
mean placing chief emphasis on

increasing productivity through
the introduction of new and im¬

proved machines, the reorganiza¬
tion of production, and perhaps
through a longer work week.
"For business, it would mean

the abandonment of attitudes in¬

grained by long practice, the sub¬
stitution of a quest for markets
in open competition for the se¬

curity now commonly sought
through cartel arrangements and
protected markets. It would mean

new, processes and,' equipment,
new production methods, and new

techniques of selling and dis¬
tribution. ,y.}
"For government, it would mean

a reversal of policies which have
become articles of party faith. It
would mean giving ^ relief from
taxes which impair individual and
business incentives, relaxing con¬
trols upon trade and exchange,
retreating to a level of social serv¬
ices which will permit a reduc¬
tion in government expenditures
and in taxes, and removing the

threat of nationalization from the

managements of threatened indus¬
tries. In the present crisis, there
should be only one test of policy:
What can be done, what must be
done, to lower costs, increase out¬
put, and expand trade?

"What devaluation does is to

provide greater freedom of action
for governments and businessmen
and improve opportunities to find
and exploit markets abroad."

Other members of the Study
Group : serving with Chairman
Mitchell and Mr. Maffry are: I. C.
Raymond Atkin, Vice-President,
J. P. Morgan Co., Inc.; W. Ran¬
dolph Burgess, Chairman Execu¬
tive Committee, National City
Bank of New York; S. Sloan Colt,
President, Bankers Trust Com¬
pany; Lionel D. Edie, President,
Lionel D. Edie & Co., Inc.; Robert
J. McKim, President, Associated
Dry Goods Corp. of New York;
Marcus Nadler, Professor of Fi¬
nance, Graduate School of Busi¬
ness Administration, New York
University; William S. Robertson,
President, American and Foreign
Power Co., Inc.; James Grafton
Rogers, President, Foreign Bond¬
holders Protective Council, Inc.;
Morris S. Rosenthal, President,
Stein, Hall & Company, Inc.; Leo
N. Shaw, Vice-President and Man¬
ager, Overseas Division, National
City Bank of New York; H.
Christian *Sonne, Partner, Am-
Nsinck, Sonne & Company; all of
New York. >.

, 1

J. M. Barker, Chairman, All¬
state Insurance Company and
Meyer:. Kestnbaum, President,
Hart, Schaffner & Marx, both of
Chicago.

William W. Crocker, President,
Crocker First National Bank of
San Francisco and Russell G.

Smith, Executive Vice-President,
Bank of America National Trust
and Savings Association, both of
San Francisco.
'

Joseph M. Dodge, President,
The Detroit Bank, Detroit; Lamar
Fleming, Jr., President, Anderson,
Clayton & Co., Houston, Texas;
W. Linn Hemingway, Chairman,
Mercantile - Commerce Bank &

Trust Company, St. Louis; J.

Cameron Thomson, President,
Northwest Bancorporatiori, Min¬
neapolis.

Valeria Pres. of
Natural Resources Fund
Frank L. Valenta, head of Frank

L. Valenta & Co., Inc. has been
elected Presi¬
dent of Natu¬
ral Resources

Fund, Inc., a

newly organ¬
ized mutual

fund. Natural
Resources

Fund, Inc.
will invest

primarily i n
securities o f

companies af¬
filiated with
natural gas,

copper, gold
and other
metals as well
as oil and "

other natural resource industries.
Mr. Valenta was formerly Vice-
President of Group Securities, Inc.

Frank L. Valenta

Hudson Distributors Inc
Formed in Chicago
CHICAGO, ILL.—Hudson Dis¬

tributors, Inc. has been formed
with offices at 135 South La Salle
Street. Officers are Russell H.

Matthias, President; Paul A. Just,1
Executive Vice-President; Ralph
AT Bard, Vice-President; William
H. Cooley, Secretary-Treasurer
and Vernon A. Forsberg, Assistant
Secretary-Treasurer.-

•

j- ■, f , . i" i

Providence Investment Co. -

RENO, NEV.—The Providence *
Investment Co. is being formed |
with offices at 252 North First !

Street to engage in a securities :j
business. Charles E. Crittenden is

President and I. M.

Secretary-Treasurer.
Wittman,

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-

DARC p| FMnrn WMI9KY 86 PROOF. 62K% GRAIN NEUTRAL SPIRITS.WhWL DLlItDlU vvnioru SCHENLEY DISTRIBUTORS INC., NEW YORK CITY

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



16 (2400) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, December 15, 1949

Vernon Schweitzer With

Stanley Heller & Go.
Vernon A. Schweitzer, formerly

of Georgeson & Co., has become
associated with Stanley Heller &

uo., 30 Pine
Street, New

► - ■ York city>
; '

members of

the New York

Stock Ex-

change, as

Manager of
their Stock-
holder Rela¬

tions Depart-
m e n t. Mr.

Schweitzer, a
graduate of

Columbia Uni¬

versity, prior
to his associ¬
ation with

Georgeson &
The Baltimore

Vertion A. Schweitzer

Co. was with

"Sun," the New York "Journal of

Commerce," The National City
Bank of New York, and the Fed¬
eral Reserve Bank of New York.

Brazil: World Frontier-r-Benja-
min H. Hunnicutt—D. Van Nos-

trand Co., Inc., New York City—
Cloth—$6.00.

Combating Discrimination in
Employment in New York State—
Felix Rackow—New York State

School of Industrial and Labor

Relations, Cornell University,
Ithaca, N. Y. — Paper — Free to
New York State residents; 15c per
copy for out-of-State requests and
for in-State orders of over five

copies.

Eighty-Ninth Annual Report of
the Superintendent of Insurance
for Year Ended Dec. 31, 1947—
Insurance Department of the State
of New York, Albany, N. Y.—
Cloth.

With Marshall Company
(Special to The Financial Chronicle)

MILWAUKEE, WISC.—Eugene
G. Gilbert is now affiliated with

the Marshall Company, 762 North
Water Street.

u. s.

TREASURY

* * *

BILLS

CERTIFICATES

NOTES

BONDS

Aubrey G. Lanston

& Co.
INCORPORATED

15 Broad St., New York 5, N. Y.
Telephone WHitehall 3-1200

Teletype N. Y. 1-3690

OurReporter on
By JOHN T. CHIPPENDALE, JR.

The government market gave the 4% -year, 1%% note a good
reception and this has not had an adverse influence upon the rest
of the issues. . . . Although there has been considerable churning,
and quotations have gained a bit here and given a bit there, the tone
is favorable and buoyancy is noted among the longer-term obliga¬
tions.; ... It is not believed there will be any definite trend in
either direction for the immediate future because of the year-end
adjustments that are being carried out by many institutions. ... At
intervals there could be strength in individual issues, but they are
not expected to move out of recent trading ranges since Federal will
most likely supply securities to iron out the bulges. ...

The best acting issues in a market which has had considerable
activity and volume have been the longest taps, because the sav¬

ings institutions have been quite aggressive buyers of these bonds.
. . . The higher income banks have just about held their own,
although the buying has also been good in these bonds. . ..

SWITCHING KEEPS RESTRICTEDS BUOYANT

The government security market is under the influence of con¬
siderable year-end adjustments, with many and varied operations
being carried out by institutional holders of Treasury obligations. . . .

Foremost, at the moment, seems to be the renewal of selling by
savings institutions of eligible issues, with the proceeds going into
the tap bonds, with the highest income obligations getting the bulk
of the reinvestment demand. ; This switching into the restricted
issues has kept the market for these securities on the buoyant side,
although it is not expected quotations will move out of recently
established trading areas. . - . . There seems to be a rather strong
feeling among some money market followers that the monetary
authorities will supply the market with restricted issues, if it seems
as though the demand would take them much above the 103.20
level. . .". ■■ --.Yr.; Y-'v- , ' :- •. ■'• '

The eligible obligations which have been appearing in the
market as a°result of swaps by savings institutions have been led
by the 25^4 s due 1956/59, although the %}/%s due September

; 1967/72 have also been showing up in not' unsizable
amounts. . . . There have likewise been smaller blocks of the
2'As due 1956/58 appearing from time to time. ... Despite the
jumpy condition of the market recently, these higher income
eligibles have been readily absorbed by both the larger and out-
of-town deposit banks. ... It is reported these institutions have
been letting out short-term obligations so as to take on the *
longer-term issues which the savings institutions have been sell¬

ing. ... It seems as though most of the commercial banks hope to
have their positions in governments pretty well set in the next
two weeks, so that only minor (if any) changes will have to be
made near the end of the year. . . . / .

INSURANCE COMPANIES INACTIVE

Life insurance companies continue to be on the inactive side as

a whole, save for some of the intermediate-sized ones which have
been sellers in not too large amounts of the eligible obligations the
same as the savings institutions. ... It is reported they have been
letting out the 2J/2S due 1956/58, with the funds being put mainly
into the December 2J/2S due 1967/72. . , . Fire and casualty companies
have been on both sides of the partially-exempt market, with not
too many securities involved. . . . It is reported there has been
liquidation of the 2%s»in order to move into the 2%s with the
1960/65s getting the bulk of the attention. ... Also, it is indicated
new funds are being invested in the 23/4s with the three issues

coming in lor about equal buying. . . .

OTHER MARKET MANEUVERS
There is considerable activity in the new 1%% notes, which are

selling at a premium of about % of a point. . . . The commercial
banks have been making many changes in their shorter maturities
in order to build up holdings of the 414-year note, . y . The set
maturity of the new refunding issue makes it attractive to many
institutions and it is reported there has,been quite a bit of switching
out of the 2s into the l'%s. . . . There has also been considerable

buying of the new notes by others than deposit banks, but the latter
institutions dominate the market for the new Treasury obligation
in no uncertain way. . . .

There is likewise switching going on from corporates into the
tap bonds with the June and December 21^ being the most fa¬
vored issues in this operation. . . . Some of the highest grade cor¬

porate bonds, including recently offered ones are being let out,
when market conditions are favorable for it, so as to put the
proceeds into the longest Treasury issues. . . . The spread in yield
between the non-governments and the more distant Treasury
bonds is too narrow now, in the opinion of many owners of
corporates, to warrant continued representation in the latter

securities. . . . Accordingly when the opportunity presents itself
swaps are made into the government bonds. ...

Calling of the World Bank 214s was not unexpected, since it
had been rumored for a long time this would take place in early
1950. . . . Some of the funds which have been in the 2.14 s are
now being transferred into the 3s.

Consider Increase in NYSE Governing Board

Robert P. Boylan

Robert P. Boylan, Chairman of
the Board of Governors of the
New York Stock Exchange, has
announced that a petition propos-

posing an in¬
crease in the
board from 25

to 33 was re¬

ceived by the
board and set

down for con¬

sideration a t

its regular
policy meet¬
ing on Thurs¬
day, Jan. 12.
The essential

provisions o f
this petition,
which replaces
the previous
petition, sub¬

mitted on Oct. 20. are:

Effective with the annual elec¬
tion in May, 1950, the number of
Governors who are members, from
the New York Metropolitan area,
to be increased from 10 to 13, of
whom not less than 7 shall be gen¬
eral partners of member firms do¬
ing business with the public and
of whom not less than 10 shall

spend a substantial part of their
time on the floor of the Exchange:
The number of Governors who

are general partners of New York
member firms doing business with
the public to be increased from 4
to 6, of whom 5 shall be allied
members of the Exchange and 1
a member;
The number of Governors, out¬

side of the Metropolitan area, who
are genera] partners of member
firms doing business with the pub¬
lic, to be increased from 7 to 9, of
whom not less than 2 shall be

members of the Exchange;
The number of Governors who

are representatives of the public
to be increased from 2 to 3;
The other members of the board

to be the Chairman and the Pres¬

ident.

The previous petition called for
an increase in the board from 25

to 32, by these provisions:
"That at the next Annual Elec¬

tion 7 additional members be add¬

ed to the present board, and that
the new board, in addition to the
Chairman and President, be con¬
stituted as follows:

14 Active Floor Members from
the New York Metropolitan
area. ?

6 Allied Members or inactive
Floor Members, general part¬
ners of New York member
houses.

8 Members or Allied Members,
general partners outside of the
Metropolitan area, of whom
not less than two shall be
members.

2 Representatives of the public.

"Only active floor members shall
be eligible for the first classifica¬
tion. The term "active,"' in this
instance, shall be applied to those
members who devote a minimum
of 50% of their time directly on
the floor of the Exchange.
"If the board shall determine,

that any Governor, qualified for
office by reason of being active on
the floor of the Exchange has lost
such qualification, the board may,

by the affirmative vote of a ma¬

jority of Governors then in office,
remove such 'Governor and de¬

clare the position held by him to
be vacant. Members of the Ex¬

change, by a petition of not less
than 40, may request that the
board pass upon an individual
case. The decision of the board

shall be final in all such matters.

Notwithstanding the above, such
Governor shall be eligible to serve
as an inactive member of the

board upon nomination and elec¬
tion in the regular way in May
of that year or by appointment to
a vacancy in such class."

Two Million Marshall Plan Dollars

Available for Purchase of Prunes and Raisins
: Great Britain will spend two million Marshall Plan dollars to

buy prunes and raisins in the United States, the Economic Coopera¬
tion Administration announced on Dec. 9. With an ECA authorization
announced Nov. 7 which gave the United Kingdom $2,000,000 to
purchase apples, the prunes andfo ... ■ .. . ' 1■■■

C. H. Wagner Inv. Co.
NEW ORLEANS, LA. — C. H.

Wagner has formed the C. H.

Wagner Investment Co. with of¬
fices at 1923 Elysian Fields. Mr.
Wagner was formerly district
manager for Investors Syndicate.

Sole Proprietorship
JERSEY CITY, N. J.—Anna F.

Ross is now sole proprietor of
Moore & Company, 113 Hudson
Street, Robert W. Moore Having
withdrawn from partnership in
the firm.

raisins purchase approvals make a
total of four million Marshall Plan
dollars which the British are

spending to buy U. S. perishable
surplus agricultural commodities
in accordance with their agree¬
ment of last September.
ECA stated that the British will

actually obtain $8,000,000 worth
of U. S. surplus apples, prunes and
raisins, since the U. S. Depart¬
ment of Agriculture is paying an

equal amount for the commodities
from funds appropriated to the
Secretary of Agriculture to en¬

courage the export of agricultural
commodities. Under the ECA Act

Congress granted the Secretary of
Agriculture the authority to use
certain funds to pay up to 50% of
the total cost of a purchase of a

surplus agricultural commodity
by a Marshall Plan country when
negotiated through ECA.
ECA said the British will re¬

ceive a total of $4 000,000 worth
of fresh apples; $2,400,000 worth
of prunes; and $1,600,000 worth of
raisins.' The quantities are esti¬
mated at about 1,900,000 bushels
of apples; about 12,200 tons of
prunes; and about 7,700 tons of
raisins. The British are procuring
the apples through private trade

channels. Procurement of both the
prunes and raisins will be made

by the Department of Agriculture
either from present Commodity
Credit Corporation stocks or new

purchases by CCC.
The British agreement to buy

the perishable commodities was

made at the time ECA authorized

the United Kingdom to use Mar- ton Street.

shall Plan funds to purchase $175,-
000,000 worth of Canadian wheat
in order to alleviate the critical;
drain on British gold and dollar
holdings.

_ ■v-;: ;Y'. 'Y;
The British agreement, ECA

explained, provides for the actual
expenditure by the United King¬
dom of $8 to $10 million in ECA
or free dollars for U. S. perishable
surplus agricultural commodities.
Consequently, an additional $4 to
$6 million of such funds remain to
be programmed.

Gordon B. Tuttle With

Gross, Rogers & Go. >
(Special to The Financial Chronicle)

LOS ANGELES, C A LI F.—;
Gordon B. Tuttle has become as-'

scciated with Gross, Rogers & Co.,^
458 South Spring Street, members
of the Los Angeles Stock Ex¬
change. Mr. Tuttle was formerly
an officer of Edgerton, Wykoff &
Co.

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

LOS ANGELES, CALIF.— ;
Walter C. Bateman, Jr. is with.;
E. F. Hutton & Co., 623 South'-

Spring Street. '

With Robert C. Conolly -

(Special to The Financial Chronicle)

WAUKEGAN, ILL.—Maxime E.
_■

... i' ■

Moncreiff has joined the staff of
Robert C. Conolly, 223 Washing-
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Los Angeles Stock Exchange Celebrates 50th Anniversary
'

(Continued from first page)
Commerce, and presented in the
ballroom of the Los Angeles Bilt-
more Hotel.

Palmer Hoyt Sees New Field of
Business Enterprise

Mr. Hoyt, in his address entitled
"Buy It First—Then Sell It!" pre¬
sented to tus audience a chal¬

lenge to open "a whole new field
of business enterprise, the selling
of common stocks, or shares of
American industry, to a whole
new list of prospects—American
salary and wage-earner investors."
: Mr. Hoyt went on to say,
"There's a big field, too. A vast
market. The 8% that now hold
some form of such securities rep¬

resent only at most some 16 mil¬
lion of our citizens as opposed to
the 78 million who own insur¬
ance or the 80 million who still
own war bonds. It is a sound at¬
titude for you to take that people
should first protect themselves
with insurance and savings and
then put their surpluses to work
at more favorable rates. These
new cutomers should be sold on

the idea that they are buying the
greatest investment in the world
—a piece of America itself,

, • "To accomplish / this, many

things will have to be overcome.
For example, the tacit cabal be¬
tween many bankers and the war
bond division of the United States

Treasury that; money can no
longer earn money. Then there is
the idea that many people have
that buying stocks is a form of
gambling and that the men that
sell them are a lot of highbinders.
"Then there is that fear of the

future, that lack of faith in
America. And the point I'd like to
make tonight is that America, de¬
spite some of its fearful critics, is
not about to go down the drain."
Commending the Exchange on

its anniversary, Mr. Hoyt said,
"The celebration of this anniver¬

sary here tonight is a great event
for the Los Angeles Stock Ex¬
change, for the City of Los An¬
geles, for California, the West and
the entire United States. It is a

mark of progress and a bench
mark of the development of this
great West as an economic entity.
I am proud to play my small part
in this historic event." . ' •

•' Publisher Hoyt applauded the
Exchange's ambitious new long-
range public relations program,
initiated this year, and given a

rousing sendoff by the banquet
celebration.

: He praised the plans of the Ex¬
change "to tell the public what
you are up to and what you have
to sell" and went on to say: "For
far too long a period the persons
responsible for the sale of com¬
mon stocks and other commercial

and industrial securities have
failed to take the public into their
confidence. Today this is vital if
we are to continue the free enter¬
prise that you gentlemen boast
to regard so highly. The big buyer
is rapidly becoming a curiosity
due to the income tax situation.
Persons of great wealth are not
buying stocks as they once did.
The new market lies in people of
more modest incomes. But with
wages and salaries going up, the
new trend offers no inconsiderable
potential.*
Mr. Hoyt added, "The lack of

information on the part of th£
public as to stocks and bonds is
pretty well shown by a recent
survey/in Lbs Angeles. According
to the ever-reliable 'Wall Street
Journal,' the advertising agency
of Steller-Millar and Lester, Inc.,
surveyed 375 families in a $5,000
to $12,000 income class (average
was $8,600) and came up with
these startling statistics: Out of
the total of 375 families, 328 fami¬
lies did not know what a stock
broker was and of the 47 who did

know, only 7 were able to men¬
tion the name of an individual
broker.

Your actions in promoting and
carrying out a major public in¬
formation program clearly indi¬
cates that you are aware of this
situation. It is serious. A work¬

ing knowledge of our national fi¬
nancial structure must be substi¬
tuted for ignorance." jv

'

Identifying the sale of securi¬
ties as a matter of vital impor¬
tance to the entire American econ¬

omy, Hoyt said, "At the present
time there is a definite need for
nationwide equity buying of com¬
mon stocks and other industrial
and commercial securities. One of
the great reasons why more peo¬
ple do not buy stocks is because
they don't know how to buy them.
They think in terms of stocks as

purely speculative investments
and shudder when they think of
1929. If further proof were
needed of this condition, we have
the fact that a recent Federal Re¬
serve survey showed that only 8%
of the population owned stock or

securities, and that many were in
relatively modest amounts.".

The speaker went on to say that
with 78 million Americans own¬

ing life insurance and 43 million
Americans possessing savings ac¬

counts, there is a tremendous po¬
tential for the sale of securities
tomillions of Americans who have
never owned them in the past.
Sounding the same keynote which
was expressed by many other in¬
fluential speakers throughout the
Exchange's 56th anniversary cele¬
bration, Hoyt explained, "With a
national debt of more than $250
billion', it is quite obvious to the

GROSS, ROGERS & CO.

MEMBERS

Los Angeles Stock Exchange

thinking man that we cannot pay
off unless we can keep up our
national income. We can't keep
up that national income without
keeping up individual incomes.
We can't keep up individual in¬
comes unless we keep up indus¬
try and business incomes.
"Let's put it another way. In

America, business and manufac¬
turing is as much a part of Amer¬
ica as government, politics, edu¬
cation, religion or . labor. You
can't destroy American industry
and retain free enterprise. It
wouldn't be,America any more."

Assails Fear for Nation's Future

Hoyt vigorously assailed the
current tendency to have fears
and reservations about the future
of this country. He pointed out
that Henry Wallace made per¬

haps one valuable contribution to
his country in making clear our
national "guilt complex." "In
seeking to. convince the American
people that they were guilty of
a mortal sin, i.e., that of being
prosperous, he actually started a

purge of this unreasoning com¬
plex.".
The Denver publisher then

said, "The title of these remarks
of mine, as you may have noted,
is 'Buy It First—Then Sell It!' All
of us have got to buy America and
the American way of doing things;
otherwise, we can't sell it. Those
who take a dim view will tell you
that we are in a great crisis;'that
we face extinction; that this
America is through. Let me fell
you something. America has faced
nothing but crises since American
muskets were fired at Lexington.
America as a nation has lived

dangerously. Its history is one of
glorious conflicts."
Mr. Hoyt then went on to make

some specific observations about
the securities industry which were
of great interest to his audience.
"In the last decade, security and
exchange laws and self-imposed
regulations on the part of the

stock and bond exchanges have
eliminated the stock market 'dip'
as a barometer of economic his¬
tory. Since the war, a number of
important and intelligent men
have, on occasion, predicted im¬
minent depression because of
stock market fluctuations. Because
of these debates on disaster, I
became interested in studying the
contrasts between 1929 and 1949.
Some of those changes in our

status I have already discussed,
but one great and important thing
became clear. .1929, the year of
the big blue financial snowstorm,
was primarily a year of mad
speculation, Values of stocks were
based on very little—least of all
on dividends. It seemed quite a

simple procedure. One bought
stocks on a rising market, hoping

(Continued on page 18).:

EXPLAINING OPERATIONS OF THE EXCHANGE

Operations of the Los Angeles Stock Exchange were explained
to visiting county officials recently by , Phelps Witter, of Dean
Witter & Co., Chairman of the Board of Governors (foreground),.
Behind Mr. Witter, first row, left to right, are H. L. Byram, Los
Angeles County Treasurer; William E. Simpson, District Attorney;
Sheriff E. W. Biscailuz and Emerson Morgan, Chairman of the
Exchange's anniversary arrangements committee. Second row;
Edwin L. Ilarbach, Anniversary Chairman; Murray Ward, special
events Chairman; Harry W. Howell, Assistant Superintendent,
Los Angeles Board of Education; and Louis Meyer, Vice-Chair¬
man of the Exchange Special Events Committee,

Los Angeles
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Los Angeles Stock Exchange
. Celebrates 50th Anniversary

to unload them on another equally
unwary. Came the day when there
were no customers in this

gamblers" market. That was the
day of the crash.
"It became clear also in study¬

ing the contrasting records of 1929
and 1949 that the reverse is true

this year,t and that the dividend
and management factors are now

very important in selecting the
type of security." - ; -

; Charting and Conducting the
!

Program

I The Exchange's extensive an¬
niversary program was charted
and conducted under the direction
Of Edwin L. Harbach, of Hopkins,
Harbach & Co., General Chairman
Of the observance. Serving with
hirn as Vice-Chairman was Mr.
Robert H. Parsons, member of the
firm of Pacific Company of Cali¬
fornia. Mr. Harbach set up five
committees covering speakers'
bureau, special events, arrange¬

ments, anniversary banquet, and
public relations.
; t The Speakers' Bureau Commit¬
tee, under the direction of Harry
W. Hurry, of Bingham, Walter &
Hurry, organized a group of 25
qualified speakers from the se¬
curities industry, who made ad¬
dresses to more than 100 organiza¬
tions, including trade associations,
sfervice Clubs, women's groups and
others throughout Southern Cali¬
fornia."

Murray Ward, President of Hill
Richards & Co., was Chairman of
the Special Events Committee,
which organized tours of the Ex¬

change floor and special lunch-
eqns for the Mayor and City

Council, the County Board of

Supervisors and other county of¬

ficials, and the Executive Com-

( Continued from page 17)
mittee of the Los Angeles Cham¬
ber of Commerce.
An ambitious program covering

many different activities was coil-
ducted by the Arrangements Com¬
mittee, of which Emerson B.
Morgan, President of Morgan &
Company,- was Chairman.- The
Committee cultivated active par¬

ticipation of business and indus¬
try to further extend the story
to the general public of how the
financial industry has contributed
to the economic growth of South¬
ern California. Mr. Morgan's Com¬
mittee supervised the production
and distribution of more than

30,000 brochures abopt the Ex¬
change. They organized decora-
lions on Spring Street, the Wall
Street of Los Angeles, and the
front of the Stock Exchange
Building. They communicated
directly with several hundred
companies to arrange for material
about the securities industry to
be published in house magazines.
They arranged for advertising tie-
ups including a spectacular ad¬
vertisement about the Exchange
sponsored by the Union Oil Com¬
pany appearing in every Los An¬
geles metropolitan daily news¬

paper plus the Pacific Coast edi¬
tion of the "Wall Street Journal."
Another project of this committee
was to arrange for participation
in several dozen radio shows, and
presentation to Southern Cali¬
fornia's radio stations of copy for
spot announcements and other
participation by that medium. This
committee established probably
what is a precedent for the se¬

curities industry, in appointingja
hostess of the 50th anniversary
observance in the person of Miss
Anne Pearce, an actress of Uni¬

versal-International Studios. She
made personal appearances on a
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number of radio programs and be¬
fore many groups.

Heading the Banquet Commit¬
tee, > which worked closely with
the sponsoring Los Angeles Cham¬
ber of Commerce on various de¬
tails of the 50th anniversary
banquet, was Mr, Donald Royee,
of William R. Staats Co., and a
director of the Chamber.

Willis H. Durst, Vice-President
of Wagenseller & Durst, Inc., was
Chairman of the Public Relations

Committee, charged with convey¬
ing the story of the observance
and the role of the securities in¬

dustry in the Southern California
economy -to "top community and
business leaders. - * * ; 4

Press of Southern California
Participates

The press; of Southern Califor¬
nia, and particularly the metro¬
politan daily newspapers of Los
Angeles, paid "lavish tribute to
the' Exchange and its anniversary
in giving, generous and detailed
coverage to many of the • high¬
lights of the extensive celebration.
Special press interest was paid to
the remarks of Phelps; Witter,
Chairman of the Board of'Gov¬
ernors of the Exchange, -made to
three special meetings for City,
County and Chamber of Com¬
merce officials. Mr. Witter point¬
ed out to these groups that there
was a real significance to the fact
that the Exchange Anniversary—
Dec. 7—falls on the same date as

the anniversary of Pearl Harbor.
The significance drawn was "that
the, big lesson of our victory in
two world wars is this: America
is great and strong because Amer¬
ica is free. We know that our

country is the finest in the world
in which to live. It is the most

productive.- ItVis the richest. It
is the most powerful. Why is it
so? Not because we have more

people China and Russia and
India ' have more ' people. Not
because we have more natural re¬
sources — many countries have
more natural resources. America
is the first nation on Earth for one
reason — because the American

people are free. Freedom leads
to greatness. The free individual
serves his own destiny and chooses
us own life. This gives him in¬
centive. It is the combination of
millions of persons, with their in¬
centive, with their freedom, with
their resulting effort and achieve¬
ment, that makes America the
outstanding nation it is today.

"All this has a great deal to
do with our Los Angeles Stock
Exchange, which provides a fa¬
cility whereby individuals may
invest their money in American
industry and business and enter¬
prise. They are the more willing
;o invest, because the machinery
of the Exchange enables them to
get it back upon demand. This
Exchange is a free and open mar¬
ket where the price of a Security
is determined by what one party
is willing to pay and another is
willing to take.

"We should remember the les¬

sen that if business is not ade¬

quately financed by individuals
and private capital, it will be fi¬
nanced by government. If the
government finances business, the
government will own and operate
business. Should that happen, we
will have lost our freedom—the

foundation and basing point of
America's greatness.
"That is the job of this Ex¬

change, and the other exchanges
throughout the country—to pro¬
vide a means for free people to
invest in a free economy."

Points Out Growth of Exchange

Mr. Witter went on to explain
to local leaders that the growth of
the Los Angeles Exchange has
paralleled the remarkable growth
of Los Angeles County itself. "We
have continued to expand our fa¬
cilities to serve more adequately
the area which has now expanded
to become the third largest popu¬
lation center, and at the same time
has become the center for indus¬

trial, commercial, and other ac¬
tivities which reflecteconomic
diversification. ' - - ;;

"The Los Angeles area, is now
Ithe third area nationally in the
number of plants.' We have here
9,7.00 manufacturing V. establish¬
ments; as compared with 5,500 in

j 1939 or a growth of more than
70% within one .decade. V- This
growth process is,; even today,

■ strongly continuing, with the in¬
vestment in new plants and ex¬

pansion in 'the Los Angeles
metropolitan area,'in 1949, 31%
ahead of the same period last
year. The percentage gain in the
Los Angeles area over this decade
of the 40s has considerably ex¬
ceeded the percentage gain of any

\of the top nine areas of the United
States in manufacturing volume.
"Our Exchange and its member

firms have contributed to this

impressive community growth by
fostering the flow of private cap¬

ital, the life blood of America's
economic system, into the blood
stream of Southland enterprises,
as well as providing another ma¬
jor market for the free transfer
of securities as necessitated by
the changing economic conditions
and individual circumstances.

"Just how important the func¬
tion which the Exchange performs
of raising capital for the growth
of industry is indicated by the fact
that it requires $7,500 of invest¬
ment to provide employment for
one person. This is double the
amount required in 1939. One
way to assess the importance of
this industrial growth to our com¬

munity is the fact that the manu¬

facturing establishments here now

give employment to 358,000 people
as compared with 120,000 working
people employed by our manu¬

facturing establishments 10 years

ago. In other words, the manu¬
facturing industry in the Los
Angeles area now employs thrfce
times as many people as it did a
decade ago. This is a factor of the
most vital and fundamental im¬

portance in an area, growing in
population as rapidly as is ours.
Our Exchange is very proud in¬
deed of the contributions it has
been able to make to the indus¬
trial growth and to the employ¬
ment total in Southern Califor¬

nia," Witter concluded.

Speeches by President Paul

i« President W. G. Paul of the Los

Angeles Rotary Club, the Los
Angeles Stock Exchange made im¬
portant addresses before the Los
Angeles Advertising Club, and the
Los Angeles Breakfast Club. Be¬
fore several hundred members of

the Los Angeles advertising pro¬

1 BARBOUR, SMITH & COMPANY 1
MEMBERS LOS ANGELES STOCK EXCHANGE

|j NEW YORK CURB EXCHANGE (ASSOC.) &
210 WEST*SEVENTH STREET • VAno.ki 2377 • LOS ANGELES 14, CALIF. {jf/LOS ANGELES 14, CAL!

fession, speaking on "Free Enter-,
prise Must Advertise," Mr. Paul
challenged those whose business
it is to mold the ideas of their fel¬
low countrymen, to address them¬
selves to the task of selling the
free enterprise system to the
American people, so that all of us
may remain iree. To all three of
his audiences

„ Mr. Paul , drove
home the message that "Free en¬

terprise is a vital bridge on the
American highway1 of freedom/
and the securities industry is the-
keystone linking private capital
with private industry to form its
arch. Without' the bridge of Free-
Enterprise, Americans would face
a tortuous detour in their attempt-
to avoid the treacherous waters
and quicksands of un-Americari-'
isms, risking the danger of being
engulfed enroute.
- "The securities industry affords
the best assurance of preserving
free enterprise because it chan¬
nels the life blood of private cap¬
ital to privately-owned and oper¬
ated industry. If the flow of pri-"
vate capitaldries up the only
other source is ' government,Vand
government financing must in¬
evitably lead to government'own¬
ership and operation. «.

"The securities industry fosters
free enterprise in another impor¬
tant way. It encourages the wide--
spread public ownership of secu¬
rities and the /more Americans
owning securities, having a stake
in private'- industry, the less
chance there is of changing our

system , of free- enterprise into
Communism,' Socialism, or any
other ism. * - ; - . f
"Americans don't want any for¬

eign ism. They would reject any
direct attempt to substitute one
for free enterprise. But they are

tolerating or unaware of social,
political and economic trends that
can bring about the T substitution
indirectly," Mr. Paul continued."
"Our task is obvious but not

easy. We must tell the public the'
truth, that free enterprise is really
entitled to the credit for accom¬

plishments which its opponents
now falsely claim. We must like-:
wise tell the public that free en¬
terprise is not to blame for the
ills charged to it by . its critics.
'We' means every leader of busi¬
ness and industry. Each must find
the way to carry the story to his*
employees and his stockholders
for he and they have not only the
greatest stake in free enterprise
but the best if not the only chance
to assure its preservation for the.
benefit of all Americans," Mr.
Paul concluded, yi ; r : •

New Public Relations Program* >,

• The Exchange inaugurated its
new public relations program in<
June of this year, with the ob-;
jective of selling the Los Angeles
Stock Exchange to the business
and financial community and to
the civic leaders of Southern Cali--.
fornia. Another objective of the.
program is to sell to the Ameri-:
can people the value of industrial
securities as an investment. Ttie
Governors of the Exchange regard
this anniversary celebration as a

splendid beginning to a long-,
range program for attaining these
objectives. Many of the activities
spectacularly begun by the an¬
niversary committees will be con-'
tinued on a permanent basis. For,
example, the speakers' bureau will
continue to be active, and provide
good speakers for the many hun¬
dreds of different - organizations
which have expressed an interest
in this subject by requesting
qualified authorities from among
the Exchange's member firms to
bring the message to their mem¬
bers.

A number of additional ideas
are now under consideration byi
the Exchange's leaders for further
expanding the activities of the
public relations program and in¬
creasing its impact on the-public..
The program has been generally,
hailed in the Los Angeles finan-,
cial district and throughout the
business community as a splendid'
hpoinnin*? atiH u lonf^-nv^rdiif*
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tivity to explain to the public the
contributions of the securities in¬

dustry to the general welfare.
The Stock Exchange Anniver¬

sary Committees were comprised
as follows: Arrangements Com¬
mittee was headed by Emerson
B. Morgan, Morgan & Company,
as Chairman, with E. J. Evans,
Vice-President of the-First Cali¬
fornia Company as Vice-Chair¬
man. Other members of the com¬

mittee were William Brown, E. F.
Hutton & Co.; Lawrence P. Frank,
Stern, Frank & Meyer; Pierce
Gannon, Dean Witter & Company;

. Chester M. Glass, Jr., William R.
; Staats Co.; Gerald M. Goodman,
"Lord, Abbett & Co.; Paul Marache,
, Marache, Sims & Co.; Milbank
•McFie, Merrill Lynch, Pierce,
-Fenner & Beane; A. C. Purkiss;
'

Walston, Hoffman 1 & Goodwin;
.'and Stephen C. Turner, Turner-
'Poindexter & Co. t
'

- The Speakers' Bureau has as its
: Chairman Harry W. Hurry, Bing-^
•ham, Walter & Hurry, and Henri
*

de LaChapelle, Paine/ Webber;
Jackson & Curtis, as Vice-Chair-
*mant Members of the Speakers'

• Bureau included Carl C. Barnes,
•Morgan & Co;; George H. Barnes^
Walston, Hoffman &" Goodwin;

■ Harold F. Beale, William R. Staats
-Co.; Curtis H. Bingham, Bingham,
; Walter & Hurry; Mark Davids,
•Lester & Co.; R. J. Eichler, Bate-
■man, Eichler & Co.; W. C. Fergu¬
son, E. F. Hutton & Co.; McClarty
-Harbison, Harbison & Henderson;
. Darrell, J. Bogardus, - Shearson,
Hammill & Co.; Charles T. Jawetz;
.Daniel Reeves & Co.; Arthur C.
-Karr, Van Denburgh & Karr, Inc.;;
■Ned H. Leavitt, Quincy Cass As-!
-sociates; Paul McGreger,- E. F.'
Hutton & Co.; Kenneth M. Payne,
Pacific Company of California;
George Rourke, E. F. Hutton &
Co.; F. Stuart Roussell, First Cali¬
fornia Company; Allan J. Stampa,
•Paine, Webber, Jackson & Curtis.

;• Also, Norman A. Tulk, Noble,
Tulk & Co.; John S. Thomson,
Hill Richards & Co.; Carter H.
Lane, Dempsey-Tegeler & Co.;
Harry Milton Holt, William R.
Staats Co.; Austin Fox, Sutro &
Co.; John C. Barringer, First Cali¬
fornia Co.; John E. Wheeler, Gross
Rogers & Co.; Marvin R. Kuppin-
ger, Lester & Co.; Warren H.
Crowell, Crowell, Weedon & Co.;
Owen T. Dorsey, William R. Staats
Co.; Frank Dyer, Jr., Wagenseller
& Durst, Inc.; Thomas M. Ham¬
mond, J. A. Hogle & Co.; Sidney
H. Stroud, Morgan & Co.
- Willis H. Durst (Vice-President
of Wagenseller & Durst, Inc.) was
Chairman of the Public Relations

Committee of the Anniversary
celebration. Vice-Chairman was

Franz Osthaus (Bateman, Eichler
& Co). Others on the committee
included Quincy Cass, Quincy
Cass Associates; Edward Calin,
Crowell, Weedon & Co.; C. V.
Wykoff, Edgerton, Wykoff & Co.;
Nelson Gross, Gross Rogers & Cor;
William H. Jones, William H.
Jones & Co.; William Rowland

The Exchange's Home—Then and Now

General Chairman of

Anniversary Committee

Edwin L. Harbach

Y Mr. Harbach was General Chair¬
man of the 50th Anniversary Com¬
mittee. He is a partner in the
firm of Hopkins, Harbach & Co.,
Los Angeles.

First home of the Los Angeles Stock Exchange, located on the
ground floor of the Yosemitc Building, 115 South Broadway,
Los Angeles, California.

Entrance to present home of the Los Angeles Stock Exchange at
618 So. Spring St., Los Angeles. The Exchange has occupied its
present quarters since 1931. " ' *

MacCormack, Fewel & Co.; P. J.
Shropshire, Mitchum, Tully & Co.;
and Arthur Morris, A. W. Morris
& Co.

Special Events Committee was

headed by Murray Ward, Presi¬
dent of Hill Richards & Co., with
Gerald C. Lambert of Akin-Lam¬
bert Co. as Vice-Chairman. Oth¬

ers on the committee included

Robert Revel Miller of Revel Mil¬

ler & Co., and Louis Meyer, Jr..
of Stern Frank & Meyer.
The Banquet Committee was

headed by Donald Royce, William
R. Staats Co., with J. D. Middleton
of First California Company as

Vice-Chairman. Others on the

committee included Benjamin A.
Walter of Bingham, Walter &

Hurry; Lloyd Young, Pacific Com¬

pany of California; George M.
Forrest, Paine, Webber, Jackson
& Curtis; and Howard E. Cog-'
geshall, William R. Staats Com¬
pany.

Joins G. R. Wortman Co.
(Special to The Financial Chronicle)

AURORA, ILL. — Charles L.
Howison is now with G. R. Wort-

man & Co., Aurora National Bank
Building, members of the Midwest
Stock Exchange.

With Benjamin & Lang
(Special to The Financial Chronicle)

CHICAGO, ILL. — Vernon L.
Cockelreas is now with Benjamin
and Lang, Inc., 10 South La Salle
Street.

EWEL &-CO.
Member Los Angeles Stock Exchange

Investment' Securities

453 South Spring Street

LOS ANGELES 13, CALIF.

Underwriters & Distributors of Municipal

& Corporate Securities; Brokers

Established 1920

MITCHUM, TULLY & CO.
Members Los Angeles Stock Exchange

... '■'

405 Montgomery Street, San Francisco 4
LOS ANGELES LONG BEACH SACRAMENTO SAN JOSE

PLEDGER & COMPANY, INC.
V, \"V-' ^ MEMBER LOS ANGELES STOCK EXCHANGE /

UNLISTED SECURITIES

Phone MUtual 5231

210 W. 7th STREET

LOS ANGELES 14, CALIFORNIA

1 1 Bell System Teletype LA 382

TRinity 4191 Teletype LA 456

DECEMBER 7, 1949 V.

MARKS 50 YEARS OF PROGRESS

BY THE

LOS ANGELES STOCK EXCHANGE

Morgan & Co.
Members Los Angeles Stock Exchange

634 S. SPRING ST. • LOS ANGELES 14 • Ml 6421

Teletype LA 146

BEVERLY HILLS • SANTA ANA • SANTA MARIA • LONG BEACH

DIRECT PRIVATE WIRE TO NEW VORK

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



20 (2404) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, December 15, 1949

Canadian Securities
By WILLIAM J. McKAY i

The recent weakness of Canadian free funds in the New York
market is beginning to give rise to a re-appraisal of the Canadian
picture in general. Hitherto despite the appearance of a few distant
clouds on the horizon there seemed to be little reason to have any
doubts whosoever concerning the^1
fundamental situation. The imme¬
diate statistics covering internal
business activity and foreign trade
tended to confirm the generally
highly optimistic opinion regard¬
ing the Dominion's economic
prospects. Official statements
emanating from north of the bor¬
der served only to emphasize the
many favorable aspects of the
Canadian economic scene.

I During the Summer months also
the spectacular Alberta oil discov¬
eries came as a timely offset to
the unfavorable factors consti¬
tuted by the possibility of a seri-, family To add to these woes the
ous decline in Canadian foreign
trade and probable adverse reper¬
cussions of a devaluation of the

pound. As a result of an amend¬
ment of the Foreign Exchange
Control Board regulations the
heavy influx of U. S. investment
dunds in the new oil properties
wp.s diverted entirely to the free
market channel. Consequently
both prior to and following the
September currency devaluations
the market for free Canadian

funds held firm at peak levels.
This in turn assisted the floating
of a new Canadian loan in this

country at a record low interest
level. The fact also that the Lib¬
eral government, which enjoyed
the highest reputation for capable
economic management, was re¬
turned to power with a sweeping
majority, contributed to the fa¬
vorable atmosphere.

Now, however, the recent
abrupt decline of the Canadian
unofficial dollar is commencing to
give point to previous warnings
concerning a few serious chinks
in the Dominion's economic armor
which had been previously ob¬
scured. Predominant among these
is the fact that Canada has failed
to secure the safeguards that pro¬
tected the Dominion's economy

during the war. The Hyde Park
Agreement with this country was

fallowed to lapse without a satis¬

factory substitute. ECA offshore

purchases afforded temporary re¬

lief but the existing political and
economic circumstances now pre¬

clude their operation on the pre¬

vious large scale. The return to

more normal competitive condi¬
tions in the U. S. market has fur¬

ther accentuated the seriousness
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of the Dominion's vital export
problem.
Likewise Canada's foreign

trade relations vis-a-vis the
United Kingdom and the sterling
area as a whole have steadily de¬
teriorated since the war. The

benefits previously derived from
Imperial preferences are now a
dead issue. Moreover, as a re¬
sult of the U. S. dollar shortage
Britain and her Dominions have

been obliged to adopt a policy of
trade discrimination against the
Canadian member of the Imperial

extent of the recent sterling de¬
valuation took the whole world

by surprise. The Canadian author¬
ities were consequently obliged to
make an unpremeditated snap de¬
cision to devalue their own cur¬

rency by 10%. Based on the his¬
torical relationship of the Cana¬
dian dollar vis-a-vis. the pound
and the U. S. dollar there are

adequate groqnds for supposing
that a 15% cut would have been
a sounder choice.

As in the British case, however,
currency adjustment alone does
not supply the complete answer

especially when the step is pre¬

cipitated by pressure of events.
What is now required is bold in¬
dependent action along the lines
recently suggested by the Presi¬
dent of the Bank of Montreal dur¬

ing the course of his address
on the occasion of the bank's an¬

nual meeting. Permitting the
Canadian dollar to find its own

level with official intervention

only to prevent short-term dis¬
orderly fluctuations would mark
the first constructive step in the
direction of a freer Canadian

economy." Rigid exchange con¬

trols,, restrictions on individual
enterprise, and excessive state in¬
terference in private commerce

certainly appear as strange anonu
alies in a youthful couritry such
as Canada with her unrivalled
potentialities for dynamic devel¬
opment. Furthermore the en¬

croachment of the state on erst¬
while private preserves is now

producing > embarrassing conse¬
quences in many directions. In
this connection it is only neces¬

sary to cite the unfortunate acri-f
monious discussions in the British
and Canadian Houses of Com¬
mons concerning British-Cana-f
dian commercial relations and the
Colonial Air Lines-TCA dispute*
In both cases the Canadian Gov¬
ernment is involved as an in-;
terested principal instead of the
ultimate arbiter, and Canadian for¬
eign relations suffer in conse¬

quence. ; .. J

During the week there was an

almost complete absence of busi¬
ness in the external section of the
bond market. There was also a

negligible turnover in internals
but prices were marked down in

sympathy with the weakness of
free funds which broke through
12% discount. The long-term in-,
ternal Dominions even in the ab¬

sence of pronounced selling pres-:
sure are now quoted almost 5

points below their peak level
registered just prior to the de¬

valuation. The corporate-arbi¬
trage rate after earlier firmness

subsequently eased to 14%-13%.
Among the stocks the Western oils

displayed unusual weakness in a

generally firm* market; before

staging a moderate recovery but
the main interest was centered on

the base-metal group and the
senior golds.

International Monetary
Order: Can It Be Achieved?

By LELAND REX ROBINSON* \ V, •• ^ ...
Vice-President, Economists' National Committee on Monetary Policy

Professor of Political Economy, New York University

Ascribing world economic disorders to government deficits, made possible by inconvertible currency, .
Dr. Robinson maintains world, led by U. S., must now grope its way back to monetary terra firma. Says
President Truman's assurance gold value of dollar will not be altered is not enough, and advocates

u-.v return to gold convertibility. y

What causes underlie the economic disorders plaguing humanity today? They springfrom the abuses of peace as well as the wastages and dislocations of war. The diagnosis
seems as complicated as the malady is rampant. However, a few fundamentals do emerge,and each of3>

—«

Leland Rex Robinson

these is

closely linked,
as both cause

and effect, to
the state of
the people's
money. . . .

We'd o n't
have to probe
lar below the
troubled sur¬

face to recog¬
nize that in¬

dustry, ; trade
and invest¬
ment thrive

domestically
and interna¬

tionally only as the world's prin¬
cipal currencies have the strength
and stability making them trust¬
worthy means of exchange as well
as longer term standards of value.
A century of unparalleled devel¬
opment, during which most of
these currencies were grounded
on gold, highlights the drift and
confusion accompanying the gen¬
eral abandonment of gold con¬

vertibility by England, the United
States, France, and other coun¬
tries in the '30s. Led by the United
States the world must now grope
its way back to monetary terra
firma.

How can we do this? Why must
we do this?' Let's look at the
record.

.........

Very generally today we are
confronted by three kinds of po¬
litical-economic mismanagement.
The most obvious, is the habit-
making penchant of governments
to live beyond their means. In our

own country, for instance, this
takes the form of 16 Federal def¬
icits in the last 19 years, capped
now by threat of the largest red
figures in our peacetime history.
In Great Britain, inflationary
forces do not operate so openly,
by grace of rationing, price ceil¬
ings, wage-freezing and subsidies.
Nevertheless the day of reckoning
is clearly at hand^ despite recent
juggling with the pound sterling,
and this is accentuated by costs of
nationalization and of compul¬
sory welfare projects.

Closely associated with such fis¬
cal mismanagement and political
extravagance—in fact giving it the
reins—is the commonly used de¬
vice of converting government
debt by one means or another into
circulating currency. Artificial
price supports and arbitrarily low
interest rates are a part of this
Treasury strategy. In fact it's a

good question today whether the
Federal Reserve system is run
more in the interest of cheap Fed¬
eral borrowing than the needs of
the people as a whole.
Be that as it may, there's a third

kind of political and economic

mismanagement, rooted in the
foregoing and particularly perni¬
cious in its international effects.

This is the obsession of some gov¬

ernments in our time to run the

affairs of their people by currency
and credit controls directed to ill-

defined national ends best under¬

stood by politicians, let the chips

"Excerpts from remarks of Dr.
Robinson, before World Affairs
Committee of Detroit Board of
Commerce and the Foreign Trade
Club, Detroit, Mich., Dec. 13, 1949.

of foreign exchange parities fall
where they may ....

What a Sound Gold-Convertible
Currency Can Do

Now the connection of a sound

gold-convertible currency—or the
lack of it—to all the foregoing
must be fairly obvious on a little
reflection. When folks can com¬

mand gold for their money at
fixed rates they are not likely to
want it unless they have cause to
distrust their government and its
policies. In such a case, of course,
withdrawals might threaten the
nation's currency and banking re¬
serves. This would put certain
limits—and has done so histori¬

cally—upon ambitious irresponsi¬
bility of officialdom and help set a
wholesome course staked out be¬

tween limits of realism and pru¬
dence.

No claim is made by responsible
Economists, bankers or business¬
men that free convertibility of
dollars into gold (now at the rate
of $35 an ounce fixed by Congress
and the President early in 1934)
would prove the sole panacea for
economic ills and fiscal abuses.

Obviously it would not, nor has it
been in the past. Credit and cur¬

rency management is possible un¬

der a fully functioning gold stand¬
ard. Whether such management
is good or bad, whether ' it
remains on the level of economic
common sense and general well-
being, or degenerates into manip¬
ulation on behalf of politically
powerful blocs does depend in no
small measure upon whether the
dollar is securely tied to gold. •

President Truman's recent- as¬
surance "that the value of gold
would remain fixed (in dollars) as

long as he was in office is a much
needed reassurance at a critical
time. However, it is not enough.
Gold is freely converted to dol¬
lars at the established rate, but
only governments and foreign
central banks can reverse the

process by exchanging their dol¬
lars for gold. This privilege is
denied to all American banks and
citizens — in fact to individuals
anywhere. As long as redeem-
ability is thus refused there are

bound to be fluctuating premiums
on gold in "free markets," rumors
and fears of further devaluations,
regardless of the comparatively
high ratios which the gleaming
hoard at Fort Knox bears to bank

deposits and currency in circula¬
tion in the United States.
While these uncertainties still

exist about the gold value of dol¬
lars, the foundation-sfone of a

hoped-for structure of dependable
and predictable foreign exchange
rates will be missing, or sadly
lacking in stability. How can we

put together a jig-saw puzzle
when the pieces are angle worms?
On the other hand, effective

steps to end dollar fluctuations
vis-a-vis gold in "free markets"
which can be vastly speeded by
genuine redeemability, would
bring stability to the world's lead¬
ing currency, thus facilitating ef¬
forts along many required lines to
establish defensible parities of ex¬
change, to reduce the tangled mess
of official and unofficial quota¬
tions and to bring nearer the day
of multilateral trade based upon
multilateral convertibility.
Would establishment once more

of convertibility into gold, first for

dollars and later for other curren--
cies at reasonably tested exchange
rates, add to the hoarding of gold
and the shifting movements of
"hot money" throughout the
world's chief trading areas? Quite
the contrary, we have gocd reason
to believe. It is curious that so

many who ought to know better
project their present fear psy¬
choses into the future, regardless,
of natural impulse or historical
experience.
As a matter of fact the desire to>

hoard gold .seems, to vary!, in-*
versely with the case of getting at
it. As long as gold is not gen¬
erally available in; exchange for
dollars, the precious metal will
prove that much more alluring to
hoarders, where private possession
of gold as a store of value is legal
or possible. Hoarding of gold is a

consequence of distrust of curren¬
cies; our American experiences
definitely show that convertibil¬
ity deadens the impulse.
The most likely result of build¬

ing a secure gold foundation for
the dollar, and at fixed rate^»
would be reduction, rather than
increase, in the private hoarding
of gold. "Hot money" would be¬
come less "hot" as areas of confi¬
dence could be broadened in me¬

dia of exchange. The hope that
speculation in gold would reap its
harvest in depreciating dollars
would receive its cowp-de-grace.
In brief, efficiency and economy
in the use of gold as the one uni¬
versally acceptable standard of
value depend upon the number of
active partners it can recruit
through definite and dependable
relationships with the principally
used currencies.

■: This efficiency and economy
would be furthered through the
bill introduced by Representative
Reed of New York (H. R. 3262)
which would put our dollar on a

fully convertible basis at the rate
of $35 an ounce fixed in 1934 and
confirmed in the Bretton Woods

Agreements Act passed by Con¬
gress in 1945. This Reed bill mer-»
its our full support by rendering
really effective the declarations

concerning our intentions made by
Congress and the President from
1934 to 1949. It would contribute

effectively toward restoring gold
to its proper functions, bringing
nearer the dawn of order in the
chaos of world currencies, and
putting pressure upon govern¬

ment, banking and business to

balance budgets, reduce interfer¬
ences with mechanisms of market

price, and give more scope to pri¬
vate enterprise and individual

responsibility. ' ,

Name to Be Changed
To McGinnis & Co.
The firm name of McGinnis,

Bampton & Co., 61 Broadway,
New York City, members of the
New York Stock Exchange, will
be changed to McGinnis & Co. ef¬

fective Dec. 15. " Benjamin E.

Bampton will retire from the firm

as of that date and Walter T.

Garden will be admitted to par-

nership.

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



Volume 170 Number 4864 THE COMMERCIAL & FINANCIAL CHRONICLE (2405) 21

Air Cargo's Growth
1 1 1. . i V: ~ By CHARLES FROESCH*
, / v: ^ w'u Chief Engineer, Eastern Air Lines ^

As illustrating growth of air cargo, Mr. Froesch cites, increase in
tonnage from 2,200,000 ton-miles in 1938 to an estimated 135,000,-

* 000 ton-miles in 1949. Outlines operational difficulties and describes
advantages of merchandize airport.

j Air cargo, which includes air express and air freight, is a rela¬
tively new kind of "air traffic. With the exception of air express,
comparatively little was done to exploit the commercial potentialities
of moving merchandise, by air in the United States until the end

Charles Froesch,

of World War
ii.- -

Some thought
had been

; g i v e n to air
cargo , before
the war,
part icularly
since air car¬

go traffic
formed a large
percentage .of

-

Canada's and
Central

; America's air
traffic. To ex¬

plore the pos-
sibilities of

1 Jair cargo, the
Air Transport Industry, tnrougn
its trade association, set up a
company known as Air Cargo, Inc.
whose primary purpose was to
frtudy air cargo markets, deter¬
mine which producing areas had
communities of interest with con¬

suming centers, and list the com¬

modities that might be economi¬
cally and profitably transported
by air. ■ V
f These studies were halted by
the war when approximately one-
half of the! airlines fleet was

transferred to the Military Serv¬
ices which, at the same time, as¬
sumed practically complete con¬
trol of airline traffic. ;:-■//////
* The activities of the Army Air
Transport Command and the
Naval Air Transport Service in
successfully moving enormous
quantities of personnel and ma¬

teriel by air during the National
emergency, has rapidly advanced
the development of air cargo dur¬
ing the last few years.
The availability of surplus fly¬

ing equipment permitted veterans
ell over the country to pool their
cash and know-how to. start air
cargo service on a charter basis.
1

. The scheduled airlines, having
by that time increased their oper¬
ating fleet and reorganized their
personnel, entered the air freight
field on a scheduled basis.

Today the country is well cov¬
ered with a network of convenient
air cargo schedules operated by
the scheduled airlines and all-

freight carriers recently certifi¬
cated by the Civil Aeronautics
Board. \

J The growth of air cargo is illus¬
trated by the volume of air cargo
during the last 11 years, that is,
from 2,200,000 ton miles in 1938,
to an estimated 135,000,000 ton
miles for 1949. It will be noted
that air express is reaching a sta¬
tionary volume, whereas air
freight is rapidly increasing for
reasons which I will discuss later.
'; All this air cargo has moved on
the airways with three types of
aircraft These are: t ' v •;'
(1) The Douglas C-47, which is

the well-known 21-passenger
Douglas DC-3 twin-engine air¬
plane converted to cargo opera¬
tion by removing its passenger
cabin 'interior and installing a

large, door at the rear end of the
cabin for ease of loading and un¬

loading large crates.

(2) The Douglas C-54, which
was originally designed as the
DC-4, a four-engine 50-passenger
transport and converted during
the war as a military freight car¬
rier by also removing the pas¬
senger cabin interior and substi¬

tuting the standard passenger en¬
trance door with a large cargo
dcor.

(3) The Curtiss-Wright C-46,
primarily designed, just before
the war, as a 37-passenger trans¬
port, converted by the Military
Services during the war as a cargo
carrier, and used since for that
purpose .commercially.
Over 200 such cargo transports

are in commercial operation to¬
day and have a collective cargo
capacity of approximately 220,000
ton miles per hour.
These aircraft, while doing an

excellent job, cannot be termed
suitable air cargo aircraft. They
were originally designed for pas¬
senger services and cannot be
considered true cargo aircraft any
more than a large limousine could
be called a truck by removing its
seating interior. / I /'/,/. *

1 Operational Difficulties
- First of all, low wing, tricycle
gear aircraft have a loading floor
too high off the ground to accom¬

plish, loading and unloading eas¬
ily and at low cost. Conveyors
and lift devices are required, and
as this equipment is used but a

small portion of the time, they are
expensive—not to mention flying
equipment damage due to careless
handling. ' ./;://"//-;// "/J
- Smaller aircraft, such as the
C-46 and C-47, do not have suf¬
ficient capacity to be economical
and loading is difficult because
their loading floor slopes upward
from the rear loading door.
Other aircraft, such as the

Fairchild Packet and the Chase
Avitruc, would be much more de¬
sirable but they are not at present
available to commercial carriers
in view of military requirements,
y Warehousing and cargo han¬
dling equipment problems go hand
in hand. Large platform type
buildings are necessary at the air¬
port. They are used as air cargo
terminals. Decks of truck-bed

height must be made available
for the loading and unloading of
commercal trucks and trailers

shuttling merchandise back and
forth between the traffic generat¬
ing centers and the airport. At
the airport, such platforms must
be of suitable height tq. load and
unload aircraft by the use of con¬
veyors or movable fingers, or
gangplanks.
Such facilities exist at only

very few airports in the United
States because of their cost. Most
air freight flown from commercial
airports is stored and handled
either in the hangars of the air
carriers or their operations of¬
fices. As a rule, the size of these
facilities has not met the pace of
cargo volume growth with the re¬
sult that air cargo is often left
unprotected from the weather and
subject to temperature variations
which can be damaging. .

It would seem extremely desir¬
able that separate cargo terminal
facilities be provided at each air¬
port where cartage agents could
deliver or pick up large ship¬
ments of air freight by one truck
movement to expedite transporta¬
tion to and from the airport to the
city. *'' / -■ .

, Merchandise Moving by Air
The speed advantage of air

freight permits merchants to keep
minimum inventories, meaning

'''Extracted from an address by
Mr. Froesch at the 70th Annual

Meeting of the American Society
of Mechanical Engineers, Dec. 2,
1949. ' '

curities from one bank to another,
checks between large Clearing
Houses, printed matter such as
editions of magazines and daily
newspapers, clothing to assure the
latest fashions on display are im¬
mediately available for delivery,
and sea foods" such as lobsters,
clams and shrimps, which are to7
day moving by: air, in large
volume. • '

The availability of air cargo
service has permitted the poultry
business to assume a new com¬

plexion in that concerns central¬
ized -in" certain parts -of the
country are hatching eggs, then
airshipping'the baby chicks to
poultry dealers for raising and
resale. Countless thousands of

baby chicks are also exported by
air. " " »"

Public Utility Securities
By OWEN ELI

William V. Walsh

Wm, Walsh to Be

Merrill Lynch Partner
William V. Walsh, manager of

the Merrill Lynch, Pierce, Fenner
& Beane branch office at 70 Pine
Street in New York City, will be-
become a gen-.. ' ; ' ,, ,

eral partner of
the brokerage;;
and , invest¬

ment firm on

Jan. 1, 1950,
it was an¬

nounced by
Winthrop ;H.
Smith, Merrill
Lynch manag¬

ing partner. • ;■

Mr.: Walsh
has been asso¬

ciated with
Merrill Lynch
or its prede¬
cessor firms
since 1932,
when he joined Redmond & Co.,
whose business was later consoli-
ated with Fuller Rodney & Co.
When < the business of Merrill
Lynch and Fuller Rodney was
merged in 1941,-.Mr. Walsh was

appointed manager of the Merrill
Lynch uptown office on Fifth
Avenue, a position he held until
April 1, 1949, when he was pro¬
moted to the managership of the
firm's largest office at 70 Pine
Street. '

Mr. Walsh has spent most of his
business career in the brokerage
and investment business. Upon his
discharge from the U. S. Army
where he served with the A.E.F.
in France, Mr. Walsh became as¬

sociated with Halle and Stieglitz
where he. remained until 1932
when he accepted a position with
Redmond and Co.

Newburger, Loeb to
Admit Three Partners
Newburger, Loeb & Co., 15

Broad Street, New York City,
members of the New York Stock
Exchange, will admit Edward R.
Holt, Harold J. Richards and

Adolphus Roggenburg to partner¬
ship on Jan, 2. Mr. Holt is man¬

ager of the firm's investment re¬

search department.

To Be E. D. Smith Co.
.... Williard S. Irle, member of the
New York Stock Exchange will
retire from partnership in Smith
& Irle, 30 Broad Street, New
York City, on Dec. 31 and on Jan.
2 the firm name will be changed
to E. Dutilh Smith & Co. The

firm will continue its Exchange
membership. Mr. Smith holding a

Mountain States Power
. Mountain States Power is one of the smaller of the group ot
northwestern electric utilities whose stocks appear to be depressed
by public 'power conditions in that area. The stock is currently
around 32 and the yield based on the $2.50 dividend rate is 7.8%.1

The company's properties are scattered ovjer five areas > in
Washington, Oregon, Wyoming, Idaho and Montana, and are not
interconnected. * Total population served is 314,000. Principal busi¬
ness actiyities in these areas are lumbering oil, cattle raising, beet-
sugar, dairying, farming and fishing. Crown Z^llerbach, the big
paper company, is the most important industrial customer. Electric
revenues account for about 95% of total gross. Of the electric reve¬
nues, 48% are residential, 21% commercial and 25% industrial.

>, As with all the northwestern utilities, with their plentiful supplyof hydro power, residential rates are very low; averaging 1.93(J in
1948, compared with the national average around 3<*. The companyis mainly a distributor, buying 85% of its power from various pub¬lic and private agencies." However, if is less dependent on Bonne¬
ville than are the other four private utilities in the northwest,,
obtaining only 19% of its power from the big Federal hydro systent.
This year Mountain States along with the other companies in the
Northwest Power Pool; received. an unfavorable contract froi&
Bonneville, firm power being cut to only 11,000 kw.; but the com¬
pany can probably make this up from other sources.

. It apparently plans to continue as a distributor rather than a
producer of power, since the construction program as described in
the last, prospectus includes very little provision for new generating
facilities.; The company owns 46,811 kw. of generating capacity ofWhich a 15,000 kw. steam, plant: is leased to California-OregonPower until 1950. The latter company, however, sells part off the
power generated at this plant to Mountain States Power at reason¬
able rates. Some 32% of purchased power is secured from Califor¬
nia Electric Power. Thus the company is. less dependent on public
power than Portland General Electric,5 and the fact that'its pur-^chases are somewhat diversified is a favorable element so far as
power availability is concerned. ; ^ 1 ;
.. The company has shared in the rapid growth of the area as
indicated by the following record:. ; r . .*

:Cal. V >
Year. ;: */ \

1949

1948

1947
1946

1945

1944
_____________

1943
•1942

,1941 _____________

1940 _____
___

In the 12 months ended Sept. 30- earnings on the 300,000 shares of
common stock were $3.81 a share compared with $4.98 on the 249,233shares outstanding a year ago. Based on average shares outstanding,share earnings would probably exceed $4.00. However, on the basisof $3.81 the price-earnings ratio is about 8.4, relatively low even for
a small company. , v .; «

-

> The company's growth rate (increase in recent 12 months' reve¬
nues) was 13% compared with 10% .for Pacific Gas, 9% for PortlandGeneral Electric, 10% for Utah Power & Light and 15% each for'California Electric Power and California-Oregon Power. This rateof growth is better than for most of the southern companies—MiddleSouth Utilities, Central & South West, Houston Light & Power and.Southern Company show increases of only 7-11%. . ■ ;

The company carries down only 11% of gross to the balanceavailable to common stock, which is a little below average. Ma.inten-*ance and depreciation at 15% of gross appear to be quite ample, con¬sidering the heavy proportion of purchased power. The capital struc¬ture is excellent, with a common stock equity of 37% after elimina-,tion of: all intangibles; net tangible assets per share approximatethe market price. The dividend payout is 66%, which is somewhatbelow average.

Gross \ (

■

i

Revs; Common Stock Price Range •

(Mill.) ■ Earns. Divs. High Low
"

- $2.50 331/2/ 281/2 ''

• $9.88 $4.69 2.50. •• 347/s 26%
8.44 4.40 2.321/2 37 26%
7.18 3.60 1.50 321/2 22% '

v' 5.99
; 2.26 1.50 - - 3oy4- 21% 1

5.50 1.91 1.50 251/4 18
v 4.95 2.33 "

1.50 M
20 • 12%

4.72 2.18 1.50 121/2 ' 7% '
// 4.72 2.24 1.50 151/2 '

71/2 .
4.51 2.25 1.62i/2 21%, 10.% :

Delafield & Delafield
To Admit
Norville E. White will become a

0 Partner in Delafield & Delafield,
low capital investment and high \ 14 Wall Street, New York City,
merchandise turnovers. This is of
particular advantage during pe¬
riods of falling prices. ' .

A partial list of goods moving
by air freight might include se-

members of the New York Stock

Exchange, on Jan. 3. He is man¬

ager of the firm's foreign depart¬
ment.

To Give Course on

"The Small Investor"
Carl T. Hyder, who has been

active in the investment field for
more than 20 years, will give a
short course, "The Small Inves¬
tor," at Columbia University be¬
ginning on Feb. 9 and meeting
once a week for a period of ten
weeks. The course is offered un¬
der the auspices of the Institute
of Arts and Sciences of Columbia
University.

: ' "The Small Investor" is a broad
but practical course in the funda¬
mentals of security investment.
The aim is to tell the individual
investor what to look for as a

good investment, what to avoid as

unsound. Throughout' the course

the whole investment field will
be surveyed, always with empha¬
sis on the present situation and
possible trends and tendencies.
The course will cover industrials,
railroads, public utilities, oils,
chemicals, etc. Recognized special¬
ists and "authorities in different
fields will appear as guest speak¬
ers.

The fee for the course is $15.

S. F. Street Blub
Installs Officers
SAN FRANCISCO, CALIF. —

The Street Club of San Fran¬
cisco held its annual Christmas
Party at Lakeside Country Club,
on Friday, Dec. 2, celebrating the.
successful completion of its second
year. Officers for the coming year
were announced and installed by.
outgoing President Tom Howard
of Mitchum, Tully & Co.
The new officers for 1950 are:

President, G. Willard Miller, Jr.,
Dean Witter & Co.; Vice-Presi-,
dent, Warren H. Berl of Edwin D.
Berl & Sons; Secretary, Russell W.
La Belle, Blyth & Co; Treasurer,.
David Bullen, Elworthy & Co.
Other members of the Board of

Directors are: Kenneth M. Cuth-

bertson, McKinsey & Co.; Tom
Howard, Mitchum, Tully & Co.;
Edward S. Arnold, Jr., Brush, Slo-
cumb & Co.
New Committee Chairmen,

named by President Miller were:
Membership; Marion B. Seevers,
J. Barth & Co. Program and Pub¬
licity; John R. Beckett, Blyth &
Co. Entertainment; G. W. Douglas
Carver, Harris, Upham & Co.
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Employment Trends and Their Implications
By EWAN CLAGUE*

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

Picturing current rate of employment as good, U. S. Commissioner of Labor Statistics foresees
possible increase in unemployment in 1950, though business may be aided by expanded home build¬
ing and distribution of $3 billion insurance dividends to veterans. Notes constant increase in labor
force due to growing population, and problem of keeping older workers in employment.

^ Cites recent
union demands for pensions, and concludes two serious future problems will be (1) providing for retire- -

ment expenditures; and (2) keeping growing population of workers employed.
The national employment picture as of the end of November is more encouraging than

at any time during the past 12 months. The decline in employment, which began somewhat
more than a year ago, was due in large measure to the recession in manufacturing industries.

From Sep-<0 — ~ " *

tember, 1 9 4 8 in 1949, which has been one of cr changes in production processes
the highest years of our history.

Ewan Clague

to September,
1949 there was

a decline of

about 1 V\
million in
m a n u f a c-

t u ri ng em¬

ployment.
Since manu¬

facturing in¬
dustries usu¬

ally employ
approximately
one-fourth of

the civilian
labor force of

ration,

In residential building, for ex¬

ample, the number of new dwell¬
ing units (houses and apartments)
started in the first 10 months of
1949 reached a peak about 28,000
above the comparable period of
1948, and for the year as a whole
the outlook is for a new all-time

peak, exceeding the previous high
mark of 937,000 started in'1925.
Still another favorable short-

run employment factor will be
the distribution of a 3-billion-
dollar insurance dividend in the
first half of 1950. This will prob¬
ably act as an important stimulus

the set-back in this group of in-,) to continued ' high consumer
dustries was enough to account . spending. In general terms then,
directly or indirectly for a large
part of the increase in unemploy¬
ment experienced during the past
year. During August and Sep¬
tember, 1949 manufacturing em¬

ployment increased from the low
point which was reached in July.
While there was a downturn in

October, and there may possibly
be another one in November, the
general picture seems to be one of
a gradual strengthening of em¬

ployment in most manufacturing
industries.

At the same time employment
in a number of other lines has re¬

ceded very little during the past
year. In the vast field of whole¬
sale and retail trade," for ex¬

ample, employment in 1949 has
been fairly close to 1948 levels,
and we expect the usual sharp
seasonal increase in such employ¬
ment over the Christmas season.

In both December, 1947 and 1948
employment in trade as a whole
exceeded 10 million. Building con¬
struction likewise is an industry
in which employment this year is
fully up to the levels of a year
ago. - ■ .

On the other hand, it does not
seem likely that there will be
any substantial deduction in un¬

employment below-recent levels,
and there is a possibility of some
seasonal increase during the Win-
ter months. Unemployment
reached a postwar peak last July
of about 4.1 millions, according to
the Bureau of the Census. There
were substantial declines in the
number of unemployed during
August and September, with some
of the ground being lost - again
in October, when the figure s ood
at somewhat less than 3 6 millions.
From a long-range point of view,
this is not a high pronortion of
the labor force. In October it
amounted to only about 5.7% of
the total civilian la^or force,
while in October, 1941. shortly be¬
fore Pearl Harbor, the national

unemployment rate was 69%,
and in October, 1940, after the
defense urogram had begun, it
was 13.0%.

Prospects in 1950

Looking forward into next

year, most businessmen and

economists, both government and

non-government, expect a moder¬
ately high level of business ac¬

tivity. The Departments of Com¬
merce and Labor in their joint
forecast for the buildin<* construc¬
tion industry for 1950, expect
about the same level of activity as

*An address by Commissioner
Clague before the Amer>an Pub¬
lic Welfare Association, Washing¬
ton, D. C., Dec. 3, 1949,

the outlook for the first half of
1950 seems to be one of moder¬

ately good business activity, with
employment holding up fairly
well.

However, while general busi¬
ness and employment may turn
out to be fairly good next year,
there are a number of sobering
tacts which must be taken into ac¬

count on the unemployment side.
In the first place, there is usually
a fairly substantial seasonal in¬
crease in unemployment after the
Christmas s e a s o rf. Normally,
January and February are the
months in which unemployment
reaches its annual peak, although,
of course, this may be modified
in any year in which there is
a general business downturn. It
will not be surprising, therefore,
if unemployment in January and
February, 1950 rises above present
levels, and perhaps above the
peak of 1948. This need not be
cause for alarm, if it is recognized
that in the usual Spring upturn
some of this unemployment may
be absorbed.

Increase in Labor Force

A somewhat longer-run factor
is the annual increase in the labor
force. During 1950 the nation
may add as many as a million
persons to the. labor market.
There is the normal annual in¬
crease of something like three-
quarters of a million persons, and
next year there will be as many
as a quarter of a million veterans
finishing their training courses
and setting out to look for jobs.
So employment will have to rise

substantially during 1950 to keep
unemployment at present levels.

'

Next, there are certain factors
associated with the unemployed
themselves which have a bearing
on the general situation/The year
1949 was one in which employers
emphasized cost reduction and
elimination of any unnecessary
expenditures. There is every rea¬
son to expect that 1950 will be
a similar year. During 1949 there
were substantial price declines in
many industrial products, which
means that businessmen were

producing against a falling price
level. Even if there is not a
similar reduction in 1850, there
are as yet no signs of any sharp
increases in prices. ..Therefore,
employers generally will be cut¬
ting corners on costs, which leads
lhem to exercise care in expand¬
ing their employment.

Such a period is also likely to
be one in which many changes are
made in productive methods, such
as the use of new raw materials,

and marketing methods. ^ This
brings about a persistent labor
turnover, that is, the elimination
of some jobs and the creation of
others.
What is the effect of this shift¬

ing on the workers themselves?
The records of the past show that
workers in the middle age groups
come out very well in such transi¬
tions. They are experienced and
adaptable, and constitute the
cream of the labor force from the

employer's point of view. On the
other hand, some groups do not
fare so well. Young people just out
of school find that, their job op¬

portunities shrink rapidly — the
employer keeps his existing force
of workers by; shifting them
around, and is not so active in hir¬
ing new ones. If he does go into
the labor market, he will try to
pick up the experienced men and
women. So the school-age young¬
sters find their opportunities
sharply curtailed, as was evident
in May and June of 1949. At the
other end of the scale, the older
workers have more difficulty —

those workers, say, 50 years of age
and over. It is not that their un¬

employment rate is high; at the
present time i| is not. But it does
cause them to remain out of worifc
for longer periods of time once

they are laid off. This factor will
continue to operate throughout
1950, and in future years. In other
words, in a period of rapid indus¬
trial change there will be a mod¬
erate high level of unemployment
which is strictly temporary and
transitional. But gradually there
will also develop a "hard core" of
marginal and more permanently
displaced workers who will con¬

stitute an important social and
economic problem. There are few
signs that this group is important
in numbers at present, but they
will slowly become so with suc¬

cessive readjustments and dis¬
placements. 1
For short-run unemployment

the present Federal-State un¬

employment insurance system is
especially designed. It can carry
workers for periods ranging from
three to six months of unemploy¬
ment, provided the workers are

covered by the system. There are
some groups in the economy not
now covered who could readily be
brought into it; but this is a mat¬
ter for future legislation. At the
present time- the unemployment
insurance picture is one of in¬
creasing exhaustions of benefits,
that is, a larger number of work¬
ers have used up all of their
rights, and are, therefore, not en¬
titled to additional benefits. These
individuals must necessarily apply
for public assistance, in fact for
general assistance, since they will
not be eligible for any of the spe¬
cial categories of assistance. Their
plight becomes important when
we recognize that few of the State
general assistance programs are

adequate at present to pick up any

great expansion of this type of
load. Furthermore, in a good
many communities the general as¬
sistance program would not recog¬
nize such employable heads of
families as qualified applicants for
assistance. The Nation will soon

face the question as to how to pro¬

vide some means of meeting the
needs of this particular group —-

are still employable, but who do
not readily find new jobs.

Problem of Old Workers

Looking to the still longer fu¬
ture, we may note particularly the
problem of the truly old workers,
those who are not likely to be
hired again at all. At present
those who are covered by the Fed¬
eral Old Age and Survivors Insur¬
ance System have some modest
retirement benefits provided for
them after age 65. However, the
benefits so far have been averag¬
ing around $25.00 per month for
the aged person himself, and about
$37.50 for an aged couple^ In view
of present living costs, these
amounts are nowhere nearly suf¬
ficient to maintain even the most
modest minimum standard of liv¬

ing. Consequently, the necessity
for State welfare agencies to sup¬
plement these Federal'Old Age
Insurance 'benefits is becoming
greater. This also is a matter
which can only be handled by fu¬
ture legislation. Furthermore,
there are many groups not covered
by such Federal Old Age Insur¬
ance, and who, therefore, become
an assistance problem when they
are in need.

In this situation there has re¬

cently been a strong movement
among the labor unions for indus¬
try-company retirement systems
written into the collective bar¬

gaining contracts. % While the
unions have always supported the
program of expanding the Fed¬
eral Old Age Insurance System,
they have reached a point of'feel¬
ing that it is impossible to wait
for this improvement to take place.
Some of the recent plans*, which
have been written, however, do
provide that the industry benefits
will be lowered as the Federal
benefits may be increased. With¬
out doubt, there will be greatly
increased pressure -for industry
retirement plans brought about by
collective bargaining. This will
pick up some of the problem that
otherwise might fall on the public
welfare agencies of the States, but
the spread of these union plans
will not be rapid enough to re¬
lieve the welfare agencies of the
burdens which will fall upon
them.

Finally, and in conclusion, this
problem will increase markedly
during the next 50 years. The por¬
tion of older people in the popu¬
lation is increasing, and will con¬
tinue to do so. While in the year

1.900 only 4 percent of the Ameri¬
can people were over 65 years of
age, at the dawn of 1950 it is about
IVz percent, and in the year 2000,
it is estimated to be about 13 per¬
cent—more than one in eight of
the entire population. There will
likewise be substantial increases
in those between 45 and 65 years
ol age—the older working group.
Both the old.and these nearly-old
may constitute as much as 40 per¬
cent of the entire population in
the year 2000.

Two Future Social and
Economic Problems

The consequence of this will be
that we shall have two growing
social and economic problems —

first, greatly increased retirement
expenditures for the ever-larger
-numbers of persons who will have
to retire from gainful work; and,
second, the growing unemploy¬
ment problem arising from the
great increase in,the numbers of
workers in the last two decades of
their working lives. Fortunately
for us, these twin problems will
develop gradually, so that some
little time will be available to us

to consider them and to devise
measures to deal with each of
them. On the other hand, time
is running against us in these rnatr
ters. Each year may bring about
a worsening of the situation. By
1960, the retirement problem cer¬

tainly wiil be acute if nothing has
been done about it in the mean¬

time. Furthermore, at any time
that there should occur a substan¬
tial business recession, the unem¬

ployment problem of these nearly-
cld workers would reach serious

proportions.
The American Public Welfare

Association must necessarily con¬
cern itself with these problems
because throughout the years and
decades ahead, as the Nation deals
with these matters, the public wel¬
fare agencies will always find
themselves in a position of "pick¬
ing up the pieces"; that is, they
are the final source of assistance.
In case of need, the public welfare
agencies will be the ones who

carry the residual load. A great
deal of research is needed in this
field. There is no one simple so¬
lution for these problems; in fact,
in a complex society such as ours,
any solution must necessarily be
complex, requiring action on many
different fronts. It is to this need
for future thought and study on
these problems that I wish to di¬
rect your attention.

Proposes Plan to Finance Small Business
Oliver M. Whipple, Financial Vice-President of Mutual Life Insur¬
ance Company of New York, tells Subcommittee of Committee on

the Economic Report that an agency financed by pooling of life
insurance company funds with those of other investors should be set

up to meet capital needs of small business.
A "small loan agency," financed by life insurance companies and

other investors, was proposed to the subcommittee of the Senate-
House Economic Committee in Washington on Dec. 9, as a means of
supplying small business with its capital needs, by Oliver M. Whipple,

the purchase of new equipment, the lo%ger-time unemployed who

F i n a n c i a 1 '

Vice - Pres¬

ident of The

Mutual Life

Insurance
Company of
New York.
"It may be,"

he said, "that
organizations
of this nature,
financed by
i nstitutions

and other in¬

vestors, and
formed to

meet the
needs of
small busi¬

ness, might be successful in satis¬
fying the requirements for both
debt and equity."
Mr. Whipple emphasized, how¬

ever, that "any plan of this kind
would have many problems to
solve." State insurance and other
laws might have to be amended if
life insurance companies and
other investors are to be per-

Oliver M. Whipple

mitted to participate, he reminded
the subcommittee. The desirabil¬

ity of such an investment would
have to be considered by many

authorities, \ including directors
and officers of the financing insti-.
tutions, he added.
Mr. Whipple also pointed out

that any such organization "would
have to have some benefit from
tax legislation to make its pros¬
pects of income sufficiently at¬
tractive to absorb costs and losses
and still provide a reasonable re¬

turn." "

Because of the "high cost and
risk element" in financing small
business, it "appears to be diffi¬
cult if not impossible" for invest¬
ing institutions individually to
attempt to solve the problem, Mr.
Whipple said. But in proposals
for an organization that would

pool risks, government and busi¬

ness have an avenue "worthy of
thorough exploration," he de¬
clared.
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New York Security Dealers Association

David Morris, David Morris & Co., President of the New York Security Dealers
Association; Donald C. Cook, Securities & Exchange Commission, Washington, D. C.;
Richard B. McEntire, Securities & Exchange Commission, Washington, D. C.;

Edward T. McCormick, Securities & Exchange Commission, Washington, D. C.

George E. Rieber, Secretary of the National Association of Securities Dealers;
George Geyer, Geyer & Co., Inc.; H. D. Knox, H. D. Knox & Co.

Carl Stolle, G. A. Saxton & Co., Inc.; C. E. Unterberg, C. E. Vnterberg & Co.; Bert Seligman, Townsend, Graff & Co.; Wm. C. Orton, Gude, Winmill & Co.;
Meyer Willett Philip L. Carret, Gammack & Co.

James F. FitzGerald, Wm. L. Canady & Co., President of
Security Traders Association of New York; Don C. Sloan,
Sloan & Wilcox, Portland, Ore., First Vice-President

elect of National Security Traders Association

Walter Murphy, Jr., Walter Murphy, Jr. & Co.;
Hanns E. Kuehner, Joyce, Kuehner & Co.

Col. Oliver J. Troster, Troster, Currie & Summers;
Francis J. Keenan, Central National Bank of Yonkers

Edward A. Kole, guestDr. Edwin G. Nourse, speaker Walter Murphy, Jr., Walter Murphy, Jr. & Co.; E. Chester
Gersten, Public National Bank of New York;

Frank Dunne, Dunne & Co.
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Twenty-Fourth Anniversary Dinner

A. Krieger, Tellier & Co.; Walter F. Tellier, Tellier & Co.; David Unterberg, Securi- Irwin Frumberg, Securities & Exchange Commission; Abner Goldstone, guest; Peter
ties & Exchange Commission; Charles Jordan, Securities & Exchange Commission T. Byrne, Securities & Exchange Commission; Irving A. Greene, Greene and Company

1 t
Erwin Stugard, A. C. Allyn & Co.; Harry MacCallum, Jr., Fred J. Rabe, F. J. Rabe & Co.; Gilbert Parker, guest; W. Herbert Davis, J. H. Brooks & Co.; Edward C. Werle,

- Peabody, Tyner & Co., Mt. Vernon, N. Y.; Walter C. Curtis J. Straus, Heimerdinger & Straus Chairman of the board of the New York Curb Exchange;
Kruge, James D. Cleland Co. John J. O'Kane, Jr., John J. O'Kane, Jr. & Co.

Joe Alberti, Walston, Hoffman & Goodwin; A. C. Purkiss, Walston, Hoffman & F. J. Murray, Day, Stoddard & Williams, New Haven, Conn.; Harry Stillman,
Goodwin; George L. Collins, Geyer & Co., Inc.; Edwin L. Beck, J. Arthur Warner & Co.; Hercules Mottino, Harris, Upham & Co.; Nat Krumholz,

, Commercial & Financial Chronicle Siegel & Co.; Irving Koerner, Allen & Co.; Connie Sheridan, Mitchell & Co.

Philip C. Kullman, Jr., John J..O'Kane, Jr. & Co.; Carl
G. Berg, Gearhart, Kinnard & Otis, Inc.; H. R. Schmitt,

Pulis, Dowling & Co.

Mel S. Wien, M. S. Wien & Co., New York City; Merritt Harold B. Smith, Pershing & Co.; Ralph C. Baker, Amott,
Coleman, Allen & Co.; Irving Galpeer, guest Baker & Co.; Louis Edward Walker, National Quotation

ii i Bureau, Inc.
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Held Friday, December 9th, at Hotel Pierre

Adrian Frankel, Seligman, Lubetkin & Co.; Hal E.
Murphy, Commercial & Financial Chronicle.- —

John Heck, Greenhall, Heck & Co.; John M. Mayer,
■ ■ r v Merrill Lynch, Pierce, Fenner & Beane

Louis C. Lerner, Lerner & Co., Boston; David Unterberg, Securities & Exchange
Commission; B. G. Cantor, Cantor, Fitzgerald & Co., Inc.; Jack J, Bernstein,

■A-.'?.. Cantor, Fitzgerald & Co., Inc.

Vincent P. Shea, Glore; Forgan & Co.; Bill Moran, Securities & Exchange Commis¬
sion; "Duke" Hunter, Hunter & Co.; Walter Filkins, Troster, Currie & Summers

Matt Ryan, Colonial Trust Co.; Edward Ruskin, Ward &
Co.; Herman Frankel, Lapham & Co.

John Connell, Amott, Baker & Co.; Joseph M. O'Brien, T. I. S. Management Corp.; Wm. F. Goulet; Maurice Hart, New York Hanseatic Corporation; Robert Strauss,
Joseph Connolly, Kaye, Schober, Fieman & Hays; Bob Herzog, Herzog & Co. Daniel Rice & Co., Chicago; Leslie E. Goulet, guest

John Burke, Merrill Lynch, Pierce, Fenner & Beane; C. H. Tipton, C. H. Tipton
Securities Corporation;- W. T. Mellin, Walter Murphy, Jr. & Co.; Charles H. Dowd,

; • Hodson & Co., Inc. «

Samuel E. Magid, Hill, Thompson & Co.; Thomas J. Love, Geo. E. Snyder & Co.,
v Philadelphia; Wm. H. Boggs, Hill, Thompson & Co.; David H. Magid,

\ Hill, Thompson & Co.
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Five Hundred in Attendance

Soren D. Nielsen, New York Hanseatic Corp.; Larry Lyons, Allen & Co.;

Alfred F. Tisch, Fitzgerald & Co., Inc.; Arthur E. Bysshe, Fitzgerald & Co., Inc.
Sam. Weinberg, S. Weinberg & Co.; A1 McGowan, Seligman, Lubetkin & Co.;
Samuel Gold, J. Arthur Warner & Co.; Samuel F. Colwell, W. E. Hutton & Co.

Joe Flanagan, John J. O'Kane, Jr., & Co.; Edward J. Enright, Executive Secretary,
New York Security Dealers Association; E. W. Snyder, E. W. Snyder & Co.,

Syracuse, N. Y.; E. H. MacKenzie, Hirsch & Co.

Chas. O'Brien Murphy III, Merrill Lynch, Pierce, Fenner & Beane; Herb Blizzard,
Herbert H. Blizzard & Co., Philadelphia; Harry D. Casper, John J. O'Kane, Jr., & Co.

Arnold R. Hanson, Hanson & Hanson.

Frank T. Harrington, H. D. Knox & Co., Boston; John W. Sherger, Francis I. du Pont
& Co.; Carroll Williams, Laird, Bissell & Meeds

Ed Jacobs, Stanley Pelz & Co.; Herb Lax, Greenfield, Lax & Co.; H. K. Greenfield,
r Greenfield, Lax & Co.; Ray Kenney, D. Raymond Kenney & Co.

Lester Gannon, Cantor, Fitzgerald & Co.; Edward O'Rourke, Goldman, Sachs & Co.; James Siepser, Shaskan & Co.; Harold H. Van Meter, Hiscox, Van Meter & Co., Inc.,
Irwin Schloss, Goldman, Sachs & Co.; Charles Gesing, Hiscox, Van Meter & Co., Philadelphia; Bill Frankel, Shaskan & Co.; Arthur G. Hiscox, Hiscox, Van Meter &

Philadelphia; Louis Weingarten, Herzog & Co. » Co., Philadelphia; Frank S. Beebe, Colonial Trust Company
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Thomas J. Lynch

Taxation and Foreign Investment
By THOMAS J. LYNCH*

1

General Counsel, U. S. Treasury Department

Asserting problem of international taxation is vital in any foreign investment program, legal expert of
Treasury Department outlines efforts underway to enact tax measures and enter into tax treaties which
may assist foreign investment. Says present U. S. taxation policy, in some cases, is discouraging to
foreign investment and to technical experts residing abroad and recommends certain measures to elimi¬

nate double taxation on income received from abroad.

Tonight I wish to speak about an aspect of taxation which is closely related to the eco
nomic foreign policy of the United States. Most members of the public, I believe, associate
the Treasury Department first and foremost with taxes. Actually the Department has

much broader

responsi¬
bilities as the
chief fiscal

agency of the
government.
These re-

: sponsibilities
-

in turn have
r close *. inter-

;• relationships
with the tax

activities . of
; the Depart¬
ment.

The subject
to which ' I
shall particu¬
larly refer

this evening is taxation in rela¬

tionship to private United States
investment abroad.' The Treasury
Department is concerned not only
with the tax considerations of
this matter but also, as a result
of the broad scope of the Depart¬
ment's duties, with the interna¬
tional financial implications as
well. The Secretary of the Treas¬
ury is the Chairman of the
National Advisory Council on
International Monetary and Fi¬
nancial Problems, which was cre¬
ated by the B r e 11 o n Woods
Agreements Act to coordinate
policies and operations of gov¬
ernment agencies to the extent
that they make or participate in
the making of foreign loans or

engage in foreign financial ex¬

change or monetary transactions.
The Council advices the United

States representatives on the
International Monetary Fund and
the International Bank for Re¬

construction and Development as
to the policies they should fol¬
low. It has also advised on the
international financial aspects ol
such developments as the Euro¬
pean Recovery Program and the
Point IV Program. In addition
to its concerns in the field cov¬

ered by the National Advisory
Council, the Treasury Department
is also responsible for the admin¬
istration of the customs laws, the
relationship of which to the eco¬
nomic problems confronting the
world has become a matter of
rather general interest at the
present time.

U. S. Private Investment and the
National Economy

Before discussing with you the
tax problems to which my re¬
marks will be addressed, I think
it might be well to indicate
briefly the general foreign eco¬

nomic situation as it relates to

those problems. I wish to point
out particularly the part that it
is hoped that American private
investment will play in bringing
about an improved international
economy. •

As you all are aware the post¬
war period, found Europe ana
most of the rest of the world ifc
conditions of severe economic dis¬
location coupled in some areas
with grave political crises. Added
to the physical destruction and
increasing obsolescence of prop¬

erty and the danger of com¬
munism were a variety of other
urgent and serious problems.
Trade and financial channels had
been disrupted by a war of six
years' duration. Production had
fallen far below prewar levels,
yet the need for production was

'•An address by Mr. Lynch be¬
fore the Philadelphia Chapter,
Tax Executives Institute, Phila¬
delphia, Pa., Dec. 7, 1949.

far greater. A concomitant to
all this was inability of the coun¬
tries of Western Europe and else¬
where to export goods in
sulficient quantities to obtain the
dollar resources required to pro¬
cure goods vitally necessary for
economic rehabilitation and re¬

covery. I;*;.. •. "..i / ' V ^ . . . ; •

"

It was in the light of these con¬
ditions that the United States
embarked on a series of economic
assistance measures including the
European Recovery Program. The
results of these measures have
been of great consequence. The
danger of imminent communist
coups has disappeared in Europe
and! production in the major
countries has risen markedly
above the level of the last pre¬

war year. V- :.

Nonetheless, there continues to
be an; almost world-wide need
for an expanding volume of in¬
ternational trade and investment.
We now export goods at the rate
of $12 billion a year while our

imports of goods are running at
a level of about $6 to $6y? billion
a year. A high level of American
exports is desirable for it helps
both this country and the rest of
the world. If foreign countries
are to continue to spend $12 bil¬
lion a year in our market^ they
must earn more dollars. By ex¬

panding United States imports
and increasing American invest¬
ment abroad, we can assist for¬
eign countries to help them¬
selves.

Already very considerable
steps have been taken to facili¬
tate trade between foreign coun¬
tries and the United States. The
Reciprocal Trade Program which
has been pursued by this gov¬
ernment for many years has con¬

siderably reduced tariff barriers
that tended to keep large quanti¬
ties of foreign merchandise out
of the American market.

Coupled with this continuing pro¬

gram are the steps which have
been taken by the United States
to form, in conjunction with more
than 50 other countries, an Inter¬
national Trade Organization and
to adhere to a General Agreement
on Tariffs and Trade with a view

to lessening the obstacles to a

freer international trade. Strong
efforts have also been undertaken
within the United States Gov¬
ernment itself to remove proced¬
ural impediments to import trade.
The Treasury Department secured
the services of private experts
who carried out an exhaustive
review of all customs procedures
and made a variety of recommen¬
dations for their improvement. In
addition, the Treasury has been
in consultation with experts from
a number of other governments
to learn just what aspects of our
customs procedures might be re¬

garded by them as stumbling
blocks to easy movement of goods
across our borders. In the light
of the experts' recommendations
and of the inter-governmental
discussions many changes have
already been put into effect and
others are contemplated for the
near future.

Foreign countries have also
taken measures to increase their
ilow of exports to us. In this
connection an important step was
the general devaluation of many
foreign currencies which took
place a( couple of months ago.
While many foreign countries

after the end of the war, their
internal prices and costs were ris¬
ing. This rigidity of their ex¬

change rates in the face of other
changing economic factors tended
to prevent or distort the opera¬
tion of normal competitive forces.
The devaluations do not consti¬
tute a cure-all for the serious and

complex problems existing with
regard to international payments;
they were a move toward cor¬

recting artificial trade relation¬
ships and helping to remove some
of the handicaps to the effective
functioning of a world price sys¬
tem in accordance with free en¬

terprise incentives.

Foreign Investment a Recovery 1
Essential

It would, however, be unduly
optimistic to hope for a number
of years to come that increased
trade alone can meet the whole

problem. Investment in foreign
countries will be essential on a

large scale, and private invest¬
ment should have a major role.
There is a two-fold need for for¬
eign investment by private Amer¬
ican interests. Not only is such
investment needed to supply
much of the capital which - will
ultimately lead to greater eco¬
nomic development, but it is also
requisite to* provide the under¬
developed areas of the world with
American know - how, without
which capital will not be fully
effective. ,

In enunciating his Point IV
Program the President laid great
stress on the transmission of

technical knowledge. In the
fields of industry and commerce,
the best means of achieving this
aim will be a greatly expanded
flow of private investment carry¬
ing with it managerial experience
and technical knowledge.
; The need for American private
investment poses the question of
how such investment can best be

encouraged. There is no magic
word that will cause the Amer¬
ican business man to venture into
the foreign field. He must be
convinced that he will not suffer
financial disadvantages in going
abroad and it is on this aspect
that emphasis should be laid.
What are the factors which have
thus far interfered with a fuller

development of such investment?
Clearly, American individual and
corporate investors have been
concerned by the difficulty of con¬
verting earnings in foreign cur¬
rencies into dollars. They have
been disturbed by the possibility
of unstable political conditions,
as well as by restrictions which
some governments have imposed
on operations of foreign enter¬
prises. And they have been con¬
cerned by tax problems. A de¬
termined effort is being made to
attack all these problems, y/ J
To begin with, serious work is

being done to obtain a favorable
climate for American investment
abroad. The State Department is
endeavoring to negotiate treaties
of "Friendship, Commerce and
Economic Development" which
will contain provisions designed
to reduce the risks to investors
from unfavorable action by
foreign governments themselves.
The first of these treaties was

signed with Uruguay on Nov. 23.
Simultaneously, bills are pend¬

ing before both branches of
Congress to authorize the Export-
Import Bank to issue guaranties

kept their exchange rates stable which will protect American in¬

vestors from both the risk of

convertibility and the risk of
expropriation. These bills have
already received Committee
hearings and favorable reports
have been issued from the Com¬
mittees on Banking and ' Cur¬
rency of both Houses of Congress.
It is believed that the bills will
receive early consideration when
Congress, next convenes.

Tax Measures to Assist Foreign
Investment

It can be seen that efforts of
the United States to encourage
private investment abroad are

being pursued on many fronts.
It is the belief of the Treasury
Department that certain tax
measures will assist these efforts.
Though it is difficult to estimate
the exact . significance of such
steps, it is important that the tax
system give due recognition to
the problems of doing business
abroad so as not to retard the
implementation of our economic
foreign policy.
In order to understand »the

scope of the problem in revenue

raising terms I may say at the
outset that in 1947 the amount of
revenue derived from taxing for¬
eign income was about $200 mil¬
lion. This yield was the amount

remaining after, giving credit for
foreign taxes imposed on the
same income, and thus can be said
to be the excess of the United
States rate over those imposed
abroad. '' .■

Taxes are one of the many fac¬
tors to be considered by business¬
men in making decisions where
to invest. Investments in foreign
countries raise many problems
not involved in remaining in the
United States. The various
problems inherent in tax systems
throughout the world become

complicating factors as do the
other problems to which I have
just referred. Any equitable
policy of taxing foreign income
must take into account the taxes

imposed abroad as well as the
taxes at home. These taxes
should be meshed insofar as pos¬
sible so as to maintain an equi¬
table and uniform application of
the tax burden to all taxpayers
and thus eliminate any unfair
burden resulting from being sub¬
jected to two or more tax juris¬
dictions. •

The policy of the United States
in its taxation of American busi¬
ness has been basically one which
is neutral in its effect on the allo¬
cation of investment between
home and abroad, its tax burden
falling uniformly on all income
regardless of source. United
States citizens, residents and cor¬

porations' are generally subject to
tax on all of their income whether
derived from within or without
the United States. However,
there are some exceptions to this
general principle. These excep¬
tions provide (1) exemption of
earned income of citizens who are

bona fide residents of a foreign
country, (2) exemption of foreign
income of corporations doing
business principally in a posses¬
sion of the United States, and (3)
exemption from corporate surtax
of corporations operating wholly
within the Western Hemisphere
and deriving 95% of their income
outside the United States. It is

important to note that in most
cases relief from double taxation
of foreign income is accomplished
by the allowance of full credit for
foreign taxes paid abroad up to
the amount of the United States
tax on such income.

I have been talking about the
principles applicable to United
States citizens, residents and cor¬
porations. Except in the case of
foreign personal holding compa¬

nies, the Federal income tax does
not apply to income derived
abroad by corporations organized
under the laws of a foreign coun¬

try, even where the foreign cor¬
poration is wholly owned by
United States citizens or corpora¬
tions. The earnings of such sub¬
sidiaries become taxable in the

hands of their American stock¬
holders only If and when dis¬
tributed to them in the form < of
dividends. Thus, the tax conse¬

quences for a domestic corpora¬
tion of operating through a

foreign subsidiary are presently
different from those of operating
through a foreign branch. For^
eign branches are taxed by the
United States on their profits at
the end of each year with ah
allowance of a foreign tax credit
for taxes imposed by foreign
governments on that foreign in¬
come. Some foreign countries
offer certain types of special tax
concessions to business in order
to build up their productive
capacity. These local incentive
measures are generally ineffec¬
tive as to branches of American

corporations since their current
tax burden is determined under
the United States law. Thus, for¬
eign branches are unable to re¬
invest their foreign profits withT
out being subject to United States
tax. This form of foreign opera¬
tion may %he* therefore, a
disadvantage in countries where
such reinvestment would be tax
free or subject only to minor
taxes under foreign law. On the
other hand, if a foreign corpora¬
tion is used for carrying on
business abroad the earnings and
profits of that foreign corporation,
are not c urr e n 11 y subject to*
United States tax, and are only-
taxed when the profits are re-,
ceived by its stockholders.

Question of Operating a Foreign i
Subsidiary or Branch

Although it Would appear that"
a domestic corporation desiring to
operate abroad can always get
into a favorable tax position by-
organizing a foreign subsidiary^
it is not always possible to have
a free choice as to the legal form'
of operating abroad. In some1
countries foreign subsidiaries are
subject to restrictions which are;
often not agreeable to the parent
concern. For example, it is some
times required that a certain per¬
centage of the ownership be in
native hands. In addition, Amer¬
ican business may desire to
operate abroad as an American,
corporation because of advantages
inherent in being clearly under
the American flag. It, therefore,;
has beeri claimed that where the

taxpayer desires or is impelled
to operate through a branch
rather than a foreign subsidiary,
he finds the United States tax

policy discouraging to invest¬
ment.

Confronted with the foregoing,
the Treasury Department has-
given serious study to this sub¬
ject. It felt that the entire regime:
of taxing American business
abroad should be reexamined
with a view towards eliminating
any inequities which discriminate
against foreign investment. In.
furtherance of this effort, the
Treasury Department concluded1
that the postponement of tax on

foreign income of branches of
domestic corporations until it is
returned to the United States
would accomplish these objec¬
tives. This proposal would per-,
mit American corporations to
reinvest their foreign earnings
abroad without paying the Fed¬
eral income tax on such earnings
until they are brought back to the ,

United States. ' , ;
A further step in achieving tlie

objectives which I have been dis-:
cussing is to encourage individual;
American experts to provide:
technical knowledge and assist in;
the development of backward
areas. Under the present law the >
United States citizen is exempted.;
from tax on earned income if he"
is a bona fide resident of the'
foreign country for the entire!
taxable year. Much criticism has I
been leveled at the requirement
that the individual must leave the
country before Jan. 1 if he is to
obtain the benefits of this exemp-'
tion during the first year. The,*
Treasury Department believes/
that liberalization is necessary

(Continued on page 34)
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1950 Economic Outlook
Research Institute believes recession ended with continuing cold
war preventing any sizable depression. Discloses results of business¬
men's poll of expectations for 1950, as predicting increased soft
goods sales, no change in producers' goods, and lower construc¬

tion activity.

Nineteen hundred and fifty will be a good year for business over¬

all, according to the Research Institute of America. "The 1949 adjust¬
ments are not ended—any concerns still face postwar readjustment
problems; some who have been through the mill may be in for

e c o n d*>s

squeeze; com¬
petition will
be even

keener and

more wide¬

spread than it
was in 1949,"
Leo Cherne,
Executive
Secretary of
of the organ¬

ization, told a

press confer¬
ence held at

its offices in
New York

City Dec. 9.
During No¬

vember the Research Institute of
America polled its more than
30,000 member firms on their
plans and expectations for 1950,

-Higher :—

Leo M. Cherne

the results of which poll were

detailed by Mr. Cherne as follows:

Businessmen Optimistic

The most important single con¬
clusion to be drawn from the poll
is that American business is con¬

fident about prospects in the com¬

ing year. It's far from unani¬
mous, of course; a substantial
minority (roughly 1 in 4) expect
their sales in '50 to be lower.

Overall, however, business ex¬

pects sales as well as costs to be
same or higher, prices and profits
to be the same or somewhat lower
than this year.

In reply to the question: "Com¬
pared to '49, how to you see your

prospects for next year?" the
answers were as follows:

Lower

Profits ——

Sales in dollars.
Bales in units..
Pyices
Labor costs.,.:
Cost of materials
.{ and parts
Bales costs.....

Advertising costs
pad debt losses.

More
than

2Q%
0.8%
7.1

9.1

.0

2.7

2.0
3.1

2.7

2.3

-20%
5.8%
7.3

7.5

.2

1.6

.6

3.3
3.7

1.0

—10%
13.2%
18.6

18.8

3.2
13.8

5.1

11.1

12.3

10.0

11.3'

11.0

12.8

12.6

39.8

22.7

22.7
14.5

16.6

Same

22.7%
24.1
25.4
47.6 ;
35.7

48.9

50.6

57.6

05.7

-5%

8.8

8.1

21.1
4.2

14.2

5.5

4.2

1.3

—10%
15.1%
14.2

11.0

11.3
1.6

5.0
2.7

3.1

1.1

—20%
10.3%
5.0

3.6
.9

.5

■

l.o

.5

Less

than
20%
6.0%
3.9

3.7

2.5

.1

1.0

.6

.9

1.0

A further breakdown by indus¬
try groups shows significant vari¬
ations. For instance, while 48.2%
of all companies expect to sell
more units next year, this is the
way manufacturers in various
fields view their prospects:
Soft Lines: Over 60% believe

they'll sell more units in 1950.
Less than 20% think they'll sell
fewer goods.
s Producers' goods: Almost the
same number of companies expect
to sell more units as expect fewer
units (36%).
t Construction: Nearly half the
companies anticipate a dip in
sales. Only 16.3% look for greater
unit volume.

New machinery and equipment
New construction

'

Number of employees— .

Average size of inventory.—_
Credit ————

, By industries, makers of con¬
sumer durables and producers'
goods plan on heaviest commit¬
ments in new machinery and
equipment. Manufacturers as a

group seem to have relatively
fewer construction projects
planned, but wholesalers and re¬
tailers apparently will make up
some of this decline. Most of the

employment gain will come from
manufacturing and service estab¬
lishments.

Price Expectations Mixed

Executive opinion is almost
evenly divided about the future
price trend.

'

"Do you expect the general
price level in '50 to he higher or
Lower?" produced a 41.1% (high¬
er), 52.9% (lower) split,
"How are you betting it will

run over the next 5-10 years?"
showed a similarly close though
reversed division: 52.8% (higher)
and 47.2% (lower).
When questioned as to their

own prices next year, however,
these same executives are more

bearish; only 16.6% expect them
to be higher, 35.8% say they'll be
lower, nearly one-half (47.6%)
look for stable prices.

Sales Strategy Next Year

"To boost sales next year,
which, if any, of the following
means do you plan to apply?-'
Was the question asked. The re-

Willing to Spend

Institute member firms give
very little evidence of hesitating
over next year's commitments:

11.6% say they plan to take on

long-term borrowing. <

19.2% plan significant new com¬
mitments in building.

25.5% intend to make signifi¬
cant new commitments in

machinery and equipment.

An equally encouraging picture
resulted from the question: "Com¬

pared with '49, how do you eval¬
uate your requirements next year
in terms of": .

Higher Lower Same
28.8 29.3 41.9 v

— 20.5 32.4 47.1

—; 29.7 22.9 47.4
— 21.4 29.7 48.9

23.9 13.5 62.6

plies gave an interesting insight
into sales plans for 1950:

Add more salesmen drew the
heaviest response. Two out of
five companies plan to increase
their sales forces. Among whole¬
salers the proportion is nearly
50%. The tendency is clearest in
the field of consumer durables,
indicating that greater sales ef¬
forts, more canvassing, etc., are
anticipated for these lines in 1950.
Increase advertising g a in e d

second place — an encouraging
sign to advertising agencies and
media. Less than 7% of the re¬

spondents are planning to cut
down. Better than one in three
intends to spend more. Especially
retailers (45%) and service es¬
tablishments (41.5%) plan to fight
the threatening sales dip with
greater ad budgets.
Add completely new products

is something which nearly one-
third of all respondents plan to
do in order to strengthen com¬

petitive position. 40% of manu¬
facturers, mostly of consumer
durables and producers' goods,
show this interest. The receptiv¬
ity of all distributive trades to
new-ideas is shown by the num¬
ber of wholesalers (36.4%) and
retailers (27.1%) who plan to add
new lines.

Brand name promotion also
figures prominently. Particularly
wholesalers (35.7%) and retailers
(30.9%) are banking heavily on

the pulling power of branded
merchandise. Interesting to all
levels of production and distribu¬
tion is the 9:1 margin in favor of
branded goods.
Redisricting sales territories is

getting considerable attention
(26% among wholesalers, 20%
among manufacturers), undoubt¬
edly reflecting the rapid change
in area potentials and availability
of new market data.

Cost Cutting Drives Planned v

How to reduce costs looms as

a big problem in the minds of
most executives. In response to
the question: "If you, plan any
major cost-cutting drive next
year,/ which of the following
means do you expect to use?" the
answers shaped up as follows:
Added mechanization: 37% of

the respondents plan to invest in
more modern facilities to beat
next year's cost-price squeeze.

Among manufacturers the ratio is
even higher—close to 45%.
Streamlining plant procedures

gets almost as high a vote (36%)
with manufacturers again in the
lead (45%), followed by retailers
(almost 24%).
Material handling takes first

place among specific targets for
cost cutting. Overall, almost two
out of five firms plan some action
in this area. This interest is
shared by manufacturers (44.7%),
wholesalers (38.5%) and retailers
(35.4%).

Higher work loads are planned
by about 30%, with an even high-,
er percentage among retailers'
and service establishments. j
Improved office procedures are

the target of 27.6%; and 18.1
plan some type of incentive pa

Sees Over-fbe-Counter Industry Threatened by
Frear Bill /

David Morris, of David Morris & Co., President of New York Secu-
. rity Dealers Association, states, if enacted, measure would cause

liquidation of many established over-the-counter firms.

Speaking at the Annual Pinner of the New York Security Dealers
Association in New York City on Dec. 9, its President, David Morris,
head of David Morris & Co., asserted the Frear Bill, in its present
form, is detrimental to the public interest as well as to the securities

business, and,<&-

Iligher Wages Anticipated

35% of the companies indicate
that they don't expect to give
wage and salary increases next
year. Less than 5% believe they
may reduce wages.

The majority, however, repre¬

senting slightly over 60% are

planning in terms of higher wages
and salaries in 1950. Of these,
nearly one-half (31.2% of all com¬
panies) expect the increases to
be between 5 and 10%, somewhat
fewer firms (26.3% of all com¬

panies) anticipate hikes of less
than 5%. A few scattered returns

(less than 3% of the total) predict
major wage increases in excess of
10%.

Also of interest in the labor
field is the way in which Insti¬
tute members appraise the effects
of two recent legislative changes:
89% say their payroll costs will

not be affected by the new higher
minimums necessary to qualify
employees for executive, profes¬
sional or administrative exemp¬
tions. '

86% report that the jump in the
minimum wage from 400 to 750
will not affect their employees.
In the relatively few firms where
it will, however, the effect ap¬

parently will be substantial: near¬
ly 5% say that 20% or more of
their work force will be affected.

R. M. Horner Co. Adds
L. Leif to Staff
R. M. Horner & Co., 52 Broad¬

way, New York City, investments,
announces that Lawrence Leif has
become associated with the firm
as manager of the research and
statistical department. Mr. Leif
was formerly with R. H. Johnson
& Co.

Blair Williams to Admit
CrandeU to Partnership
Edwin H. Crandell, member of

the New York Stock Exchange,
on Jan. 1 will become a partner
in Blair S. Williams & Co., 14
Wall Street, New York City, Ex¬
change members. Mr. Crandell
has been active as an individual
member of the Exchange.

David Morris

if enacted,will
lead to the li¬

quidation of
numerous e$-
tablisfced

oyer - the -

cpunter firms
t h r o u g h -
out the coun¬

try. In his re¬

marks, Mr.
Morris stated:
"Over the

past years, our
business has
beenconfront¬
ed, from time
to time, by

serious problems that have threat¬
ened our existence. The over-the-

counter industry is again threat¬
ened with a measure, which in its
present form, is not only detri¬
mental to our business, but to the
public interest as well.
"I refer to the legislation spon¬

sored by Senator Frear of Dela¬
ware. As most of you know, the
proposed legislation would amend
the Securities Exchange Act of
1934 to compel small corporations
with 300 stockholders and gross

^assets of 3 million dollars to con¬
form to the reporting, proxy and
nsider trading provisions of the
1934 act. These are substantially

the important provisions to which,
so called registered corporations
submit, because, their shares are

fully listed on .exchanges. * This
.Association has consistently main¬
tained that the proposed amend¬
ment is ill-considered, and should
not be. enacted. If it is enacted
.by Congress, it will cause the
liquidation of numerous estab¬
lished over - the - counter firm?
throughout the nation now con|
iributing to the economic welfare
of oifr country; and it will cause
Joss and damage to the general
public., „ - ,7V; . i
"The Frear bill, in its present

form, must not become law, antj
this Association will oppose its
adoption most vigorously.
"In conclusion I wish to say that

the New York Security Dealers
Association continues to advocate
and to hope for genuine coopera¬
tion of all segments that make up
the securities industry. An effort
is now under way to bring that
about. We are inclined to believe
that if we can arrive at an under¬

standing among ourselves, we
can count on the Securities and

ExchangeCommission to cooperate
with us to the benefit of the en¬

tire securities ■ business and the

general public interest.'"

A Forecast for 1950
&

In its special Annual Forecast Report issued on Dec. 12, the United
Business Service makes the following predictions for 1950:

Business—The total volume of business in 1950 will fall only
3-5% short of 1949. Recovery from recent strikes, plus $2.8 billion
of GI insurance refunds, will stim-'^-
ulate activity in the first half. De¬
flationary forces will reassert
themselves later in the year. Nev¬
ertheless, continued high buying
power, Federal spending, and farm
price supports will keep business
at relatively high levels in 1950.

Commodity Prices — The basic
wholesale trend will be downward
in 1950. Some strength in the first
half, reflecting well - sustained
business volume, will give way to
weakening tendencies in the sec¬

ond half as supplies expand fur¬
ther. However, high production
costs and liberal farm price sup¬

ports will prevent a severe com¬

modity break in 1950. Average
wholesale prices (BLS Index) are

expected to decline 6-8% from
current levels during 1950.

Labor and Employment— Rela¬
tively peaceful labor conditions
are in prospect next year. There
will be few, if any, big strikes.
The unions will concentrate on

winning pensions and other fringe
benefits from more employers in¬
stead of making new wage de¬
mands. However, the 750 mini¬
mum wage will bring some pres¬
sure for increases to restore for¬
mer differentials. Employment
will remain high, although unem¬
ploymentmay reach 5 million dur¬
ing the year.

Retail Trade—Total dollar sales
are expected to decline about 5%
from 1949, reflecting slightly
smaller unit volume and somewhat
lower average prices. Soft goods
sales should make a better show¬

ing than durable lines.

Steel—Ingot output is expected
to be about the same as in 1949—

7^-80 million tons. First half
operations, stimulated by strike-
created shortages, should average
85-90% of capacity. Activity will
slacken in second half—averaging
about 75% of capacity.
Building— New construction in

1950 will come close to the 1949

record of $19 billion. Private out¬
lays will be off 6-8%, but thiswill
be nearly offset by a gain of 15-
20% in public construction. Resi-,
dential activity will be aided by a

sharp rise in low-rent public hous¬
ing, but is expected to fall 10%
short of 1949. Costs will show lit¬
tle change in the first half, with
some decline later in the year.

. Automobiles— Output will rise
to new peaks early in 1950. Full
year production, however, is ex¬

pected to total about 5% million
cars and trucks against a 1949 rec¬
ord of 614 million. Outlook for
trucks is less favorable than for

passenger cars. Used car prices'
will continue to decline.

Earnings and Dividends — Net
earnings will run 10-12% under.
1949, reflecting intensified com¬

petition and a slight decline in
business volume. The moderate
downturn in earnings will not af¬
fect dividends as a whole, which
are expected to be about the same
as in 1949. 'v; \

Money Rates—Interest rates will;
undergo little change in 1950.
Government policy will continue
alqng the 1949 pattern. Demand
fqr money will remain high, al¬
though commercial loans may drop
below 1949 levels in the second'
half.

Bond Market— Relative steadi-*
ness is expected to characterize
the bond market next year, with-
any price changes likely to be;
slightly downward.
"

Stock Market— Stocks are ex¬

pected to move on a higher planed
than in 1949. Good quality stocks:
will continue to do well, and some
attractive profit opportunities will(
be found in secondary issues.

Soden-Zahner Adds
(Special to The Financial Chronicle) ' •

KANSAS CITY, MO.—William
W. Brill is now <vith Sodan-
Zahner Co., Dwight Building.
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How to Stop Socialism
By ELMER L. LINDSETH*

President, Edison Electric Institute
President, Cleveland Electric Illuminating Company

Prominent utility executive, describing ever-widening intervention of government in private affairs as
menacing cloud, cites rapid growth of Federal ownership of electric plants. Says Federal usurpation
in electric power is based on discriminatory taxation and other financial devices, and claim that gov¬
ernment supplies power cheaper is unjust. Urges more education on advantages of American private
enterprise system, along with recognition that proposals for reforming economy spring from real human
problems. Calls for more personal interest of businessmen in government, and advocates reduction of

/ government spending.

Today I'd like to discuss what is certainly the most critical and urgent domestic prob¬lem America faces—the trend toward the socialistic state, with its planning and regula¬
tion of all phases of living. . It is fair to assume that you are typical of an increasing num-

Elmer L. Lindseth

ber of our fei-
. 1 o w citizens
who have be-

icome alarmed

; at the ever-

widening in-
iter vention
■ and authority
.assumed

„ •■by:
the govern¬
ment in the

affairs of in¬

dividual citi¬
zens and at the
drift in Amer- ]
ica toward the
s o c i a 1 i s t ic
state.

■; This trend
'has become a menacing cloud
which is casting an increasingly
broader and blacker shadow over

the country. It should be of par¬
ticular concern to us here today
because so many of us have al¬
ready seen the strong frontal at¬
tack presently being made by the
exponents of socialization of the
electric light and power industry.
Alarming successes already have
been scored. Let me cite a few

examples.
In 1933 Federal and municipal

i electric light and power systems
- were serving 2,200,000 customers,
or 9% of the nation's total. Today
they are serving 7% million cus¬

tomers, or 19% of the total, with
power costs heavily subsidized by
the taxpayer, and preference
clauses discriminating against
electric customers who pay their
own way

Up to 1930, the Federal govern¬
ment had built only 17 small hy¬
dro-electric plants, each of these
as an adjunct to an irrigation
dam. Total installed capacity was
226,000 kilowatts.
One of the Hoover Commission

reports says that as of June 30,
1947, the Federal Government
had plants with a capacity of ap-
proximately 5 million kilo¬
watts. It had additional plants
under construction with a capac¬
ity of 8V2 million kilowatts. Con¬
struction authorized by Congress
contemplates almost another
.7 million kilowatts. Thus, in
1960 the Federal Government will
have in operation 172 plants with
a capacityof about 20 million
kilowatts.
In 1932—17 years ago— the

electric companies served 94% of
the electric utility business of the
country. Today, due to the inva¬
sion of this field by the Federal
Government, the electric compa¬
nies serve but 85% of the busi¬
ness. V -v'tv

Usurpation Based on

Discriminatory Taxation
v The Federal Government, as we
all know, has usurped this busi¬
ness through competition based on

discriminatory taxation and other
financial devices.
. The electric companies are

gravely concerned by these ma¬
neuvers.

, We believe all citizens
should be.
It is plainly contrary to sound

principles of economics and dem¬
ocratic government that taxes col¬
lected from our self-supporting
electric companies be used to help

support competing, government- pansion has already given New

*An address by Mr. Lindseth
before the Electrical and Gas As¬

sociation of New York, Inc., New
York City, Nov. 23, 1949.

owned electric systems which are

largely tax-exempt,' and which,
in addition, are subsidized out of
taxes collected from the public.
It likewise is plain that the Amer¬
ican system of freedom of enter¬
prise cannot survive indefinitely
under a regime which divides a

major basic industry into two
parts: one part that is taxed, and
the other- part that is tax-subsi¬
dized. ' f k
The Federal Government today

is taking as taxes over 11% of the
total revenues which the electric
companies receive from the sale
of electricity. These are Federal
taxes only.
But the government power sys¬

tems pay no Federal taxes.
This differential of 11% shows

there is no magic in the govern¬
ment's claim that it can produce
and sell power at lower prices
than the electric companies. Nev¬
ertheless, this claim— repeated
over and over by government
power propagandists— results in
unjust, adverse criticism of the
companies' rates.
There is no denying that the

propaganda claiming the govern¬
ment projects supply power
cheaper, is harmful to the com¬

panies. It is harmful even though
the government actually does not
supply power cheaper, with all
tax-exemptions, tax-subsidies, and
accounting practices measured.
The fact is that government

power rates are subsidized by the
taxpayers. Aside from paying no
Federal taxes, and generally lit¬
tle or no local taxes, the govern¬
ment power projects pay no in¬
terest whatever in some cases, and
only partial * interest , in other
cases. In addition, the allocations
of total cost of multiple-purpose
projects charged to power pro¬
duction are open to question.

; We in the electric light and
power business do not believe
that the American people want
a socialistic state. However, there
is a very grave danger that they
are having socialism envelop them
without their realizing it.
Federal power agencies are now

becoming very active in New Eng¬
land.' A political conference de¬
signed, among other things, to
promise New England great bene¬
fits from Federal hydroelectric
power, was scheduled for Boston
this past weekend but has been
postponed until January.
C. Gerard Davidson, Assistant

Secretary of the Interior, said re¬

cently:
"We in the Interior Department

believe the waters of New Eng¬
land, which are now largely un¬
harnessed and flow unused into
the sea, should^be put to work
for the benefit of the people of
New England. . . V,

A Familiar "Scare"

Mr. Davidson,-^noring the tre¬
mendous expansion program of
the electric utility industry, then
went on to warn of forthcoming
power shortages^ in the United
States. This, . of course, is „

familiar "scare'*xactic of govern¬
ment power proponents.
However, Mr.JQavidson's asser¬

tions have been contradicted

flatly by experts, in the field liv*
ing in New England. Private ex-

England ample power capacity,
with plenty of reserve.
During October these experts

told a Massachusetts legislative
committee, which has been in¬
vestigating the facts, that virtu¬
ally all : of the hydro-electric
power available on an economi¬

cally sound basis in Massachu¬
setts already has been developed.

. A representative of the army
engineers said that only an "in¬
significant" amount of hydro¬
electric power could be developed
in Massachusetts in addition to
that already being produced. The
chief engineer of the state plan¬
ning board said he did not know
of any further rivers or streams
in Massachusetts which could be

developed profitably.
The wildest estimate of the

hydro potential in New England
has come from the Federal Power

Commission, which declared in *

memorandum to Congress tha
3,000,000 kilowatts of hydro were

available in the area. The New

England Council has estimated a

400,000 kilowatts the total it is
feasible to develop.
The same trends which are

taking place in our industry are
present in many other industries
and businesses, with the Federa
Government directly competing
with its own citizens in many
cases. ;■

I have emphasized the exten
of Federal intervention in the
electric power field only because
I am more familiar with it—and

many of you are close to it.
We must not forget, however

how extensively the government
has wedged its way into many
functions hitherto performed
largely by private enterprise
The Hoover Report pointed ou;
that the Federal Government
owns or is financially interested
in about 100 important business
enterprises. It is by far the na¬
tion's largest lending agency, the
biggest writer of life insurance
policies, the largest landlord, and
the greatest purchaser of agricul¬
tural commodities.
In addition, the government is

an extremely important factor in
medical care, synthetic rubber
hotels, forestry, chemicals, retai
stores, ship building and petrol¬
eum—to name only a few cate¬
gories. 1

Socialization an Accomplished
Fact

This degree of socialization is
an accomplished fact. But we

hope that by exposing the facts
to light, we can stem and then
reverse this tide. We have found

some reason for hope.
Recent research by Centra

Surveys showed that three o;:

every five persons questioned
among opinion-forming groups
thought the trend toward greater
government influence was pro¬

nounced, regarded this trend as
harmful and believed it will af¬
fect them adversely.
This growing awareness of the

problem is encouraging. But
there is little encouragement in
the fact that relatively few of the
persons questioned had done any¬

thing to oppose the trend.
Only one in seven could recal

any specific activities in which he

had engaged to stem the tide.
But two in every five did say

"they want to work against this
rend, but don't know exactly
what to do." Two in every five
don't know what they can do!
So there is reason for hope that
effective and sensible opposition
can be marshaled against un¬
desirable trends. Yet large num¬
bers of people—and, mind you
these are opinion-forming people
still need not only to be con¬

vinced of the existence of the
problem and of the need to do

something about it—but also to
be told just what they can do.

What Can One Man Do?

Just what can one man do to

help stem this tide of feder¬
alization of the national life?
Not necessarily a person in our

industry. Just anyone, any¬
where. A teacher, a housewife,
a foreman, a farmer, a business¬
man or a doctor.

I should like to review a list of
specific ideas with you—a "do"
list. The ideas are not original
with me, but they do reflect the
experience of many people who
have been earnestly concerned
about these threats to liberty, arid
who have been doing something
about them.

The people who are pushing
the ideas which will lead us in¬

evitably to a socialistic state have
a fanatical fervor. They believe
theirs is the only true economic
and political gospel, and they are

fanatically striving to force it on
the unbelievers.

Many of these zealots are in
the government. There they are
free to spend their full time
working on their schemes. By
contrast, most of us businessmen
devote but a pitifully small share
of our time to combating their
propaganda.
To do an effective job, we must

match the fervor and the en¬

deavor of the nationalizers. We
must have the will to win. As
L. R Boulware, Vice-President
of General Electric, has said, "We
must be born again."
Once we are dedicated to work

for freedom, and have faith that
our efforts can be productive,
once we have resolved that we

can help and will help, what spe¬
cific steps can we take?

First, we have got to get in¬
formed. We must educate our¬

selves on the ideals, economics
and advantages of the American
system.

In plain English, we must know
what we're talking about;

Unfortunately, this isn't quite
as simple as it sounds.
Too few of us businessmen

know—much less are able to ex¬

press clearly to others—the sim¬
ple fundamentals of our free
American economic and political
system, its virtues, and its values.
Let's ask ourselves:
Can we simply and effectively

explain the function of savings
and investment in providing the
tools which multiply the produc¬
tivity of labor?
Can we explain the benefits of

incentives and competition, as
contrasted with the repressive
effects of government planning
and bureaucratic control?
Can we exiplain how only under

the capitalistic system real wages
will be increased?

Paradoxically, the nationalizers
often know a great deal more
about the American economic

system than the exponents and
advocates of free enterprise.
It isn't easy to suggest how to

broaden your knowledge, but a
few obvious methods can be

pointed out. These include con¬
stant study of all phases of the
subject, first-hand observation of
the effects socialistic measures

have had on various industries
already, and discussion with other
persons who are affected and
concerned.
I might also add that as in all

education, the process of learning

this subject must be a continuous
one. There can never be an end
to it and you can never know too
much.
A well-rounded study of the

American system leads to the
conclusion wnich is the second of
the suggestions for an individual
who wants to help in this strug¬
gle. It is this:
We must recognize that many

proposals for reforming the Amer¬
ican economy stem from real hu¬
man problems. ' v

Sumner Slichter, of the Har¬
vard Graduate School, in an an¬

alysis of the lack of confidence
in business which is expressed iri
many quarters, said:
"It is true tnat many proposals

for reforming the economy are
ill-considerea and impracticable.
This does not mean, however, that
the proposals do not spring from
real problems. . . .

"Certainly business cannot be
expected to have influence in the;
future unless it shows awareness

of the problems confronting em¬
ployees, farmers, and consumers,
and unless it is willing to offer
constructive proposals for deal¬
ing with these problems." )
As a corollary to Professor

Slichter's remarks, we should
recognize that government al¬
ways tends to till any void left by
private enterprise. If there is a

strong demand for something, and
business fails to meet the demand,
government will step in.
Business has suffered because

it has not maintained the full
confidence of the public. One
way to gain more confidence is
to refrain from an ostrich-like
attitude toward the legitimate
needs of the people for security,'
opportunity and progress. v

Recognition that problems exist
must be followed by action,
which leads to my third point: J
We must work for right things*

not merely against wrong things.
There is a political maxim;

"You can't beat somebody with
nobody." Neither can we beat
something with nothing.
We are not going to blunt the

edge of collectivism by merely
railing against it. Nor are we

going to accomplish much by
trying to stand pat, trying to
defend our present system as per¬
fect. As always, a good offense
is the best defense.

Just what are we businessmen

working for? Isn't it an expand¬
ing economy of freedom, oppor¬
tunity and competition? Isn't it
an ever-rising standard of living
achieved' through ever increasing
the tools and skills of productiv¬
ity? Isn't it the security and
independence that come with

freedom, as contrasted with the
slavery of collectivism, in busi¬
ness and industry, in the profes¬
sions, or in any other walk of
life?

We can be for change. We can

concede that the American eco¬

nomic system should be and will
be improved.
We can be for every good thing

already here, and yet to come.
And we can honestly promise to
preserve the good we have, and
promise to make it even better. 1

James H. McGraw, Jr., Pres¬
ident of McGraw-Hill, put the
problem this way:

"The public must learn that
socialism is reactionary, that it is
the oldest fraud in history, that
only freedom is new and pro¬

gressive.
"I believe we can win public

support for a positive program.
I believe that such a program is
in the public interest. I believe
that we cannot stand still and
survive as free industry. . . ."

Having determined what we

stand for and how we are going
to proceed, we must get our story
across. The fourth point, there¬
fore, is this:
We must spread the story of the

superiority of the American sys-

(Continued on page 36)
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Sawyer Favors Increased Govt. Role in Pensions
Avers national and state governments are committed to payment

. of pensions and man's right to a pension should not depend on
vicissitudes of company or industry employing him. : ;

Addressing the Public Relations Society of America on Dec. 5,
<31 "A New Liberalism for the Next Half-Century," Secretary of
Commerce Charles Sawyer asserted that workers' pensions "should
move along lines of more, not less, government participation."

"Two things^
are clear,"
Sec'y Sawyer
stated, "As a
matter of na¬

tional policy
our Federal
Government

and our state

governments
are committed
to the pay¬
ment of pen¬
sions. It ; is
equally clear
that this in¬
volves actu-

arial and
i vl "s y f j n p n c i n g

^problems of the most delicate and
'critical nature. Unless the work-
■ ccs of this country are to be
horribly disappointed, unless we
see prepared to face a future
crisis in our economic and finan¬
cial situation which will make
earlier crises seem pale by com¬

parison, this problem must be
approached by industry and labor
and by government on the basis
c? facts as distinguished from
emotion. We are seeing already
in connection with some current

pension plans what serious;, re¬
sults can flow from a pension
system which is not actuarially
;50und nor properly administered.
Administration is, of course, hard

Charles Sawyer

to control, but the serious task of
administrators should be brought
home to those who assume the re¬

sponsibility. , . , Vrt
"Progress in connection with

pensions should move along lines
of .more, not less, ,government
participation. A man's right to a

pension should not depend upon
the accident of his being em¬

ployed by a company which hap¬
pens to be operating temporarily
at a high profit, or in manufac^
luring rather than farming, or in
an office rather than as a do¬
mestic in a home. To underline
this point with. reference to in¬
dustry, I know from my recent
wide contacts with business that

many small businesses cannot, pay
the pensions which are provided
by, large industries. This means
either that their employees will
get no pensions or will make in¬
sistent demands for pensions, and
the employer—being unable to
pay—will go out of business.
There are almost four million
small businesses in the United

States.H No planning with refer?
ence to pensions or wages or other
major problems can afford to ig¬
nore the interests of this great

group. If these interests are long
ignored, our economic collapse is
inevitable." ' • . <'

% Szymczak Favors Standby Credit Agency ;
< Federal Reserve Governor says, in view of financial crises and

emergencies, some public credit agency is needed to render assist-
. ance at times private commercial lending institutions are unable

to cope with situation.

Though agreeing that government competition in the field of
*

private lending is undesirable, M. S. Szymczak, a Governor of the
Federal Reserve Board, in an address before the Robert Morris Asso¬
ciates in Chicago, on Dec. 9, contended that there was need for a

governments —— —rrf

standby credit and credit and in filling any gaps

M. S. Szymczak

agency to
meet -credit
needs in

periods of
emergencies.
In this con¬

nection, Mr.
Szymczak
stated: •

"I should
like1 to say a

word about

public lending
i nstitutions

that provide
emergency fi¬
nancial assist¬

ance to banks and business. I

think most credit men would

agree that government competi¬
tion in the field of direct lending
.is undesirable if private lending
institutions can provide the
•amounts and types of credit need¬
ed. On the other hand, I think
we should have some public credit
agency or agencies available on a

standby basis to render assistance
in periods of financial stress—at
Teast until such time as the com¬

mercial lending institutions are

able to cope with any conceivable
.•^situation. In addition, there may
be some remaining gaps in our

'present structure of financing
"agencies—for example, agencies
that would provide long-term
:debt capital to small enterprises.
Such gaps may have to be filled
by new types of private or public
financial institutions.

-

_ "Whether the potential expan¬
sion of government lending agen¬
cies poses any serious competitive
threat for private credit institu¬
tions will depend, in my opinion,
on our success in minimizing or

eliminating cyclical expansion and

'contraction of business activity

with appropriate private lending
institutions wherever possible.
"The dual responsibility of the

commercial banker on the one

hand to protect the interests of
his depositors and stockholders
and on the other hand to expe¬
dite the production of essential
goods and services by granting
credit, is a difficult one. The de¬
sire to protect depositors may
cause individual bankers to change
their credit policies at the first
signs of financial stress. The
over-all effect of such action, by
sharply curtailing or even liqui¬
dating credit lines, might seri¬
ously impede economic activity
and hurt all bank depositors. In¬
dividual bankers might find it
difficult to continue granting
credit freely when competitors
are calling in their weaker loans
and tightening up their credit
terms. "

...

"The only real solution to this
problem lies in the prevention, by
means of over-all credit and mon¬

etary action, and other public and
private means too numerous - to
mention on this occasion, of any
economic development that might
lead to sharp retrenchment and

liquidation of credit."

Business Pace at Highest Rate Since September
National Industrial Conference Board, however, holds inventories
of non-durables are again advancing and "prospects for outlets are
less firm. Sees easing off of corporate profits and squeeze on V

retained earnings.

Industrial activity closed in November at its highest rate since
late September, before the steel strike, according to tne latest survey
of business conditions prepared by the National Industrial Conference
Board. Steel mills were found to be accelerating output as rapidly
as possible. "Close-to-capacit><£~-——— , ;

operations are in sight for some Nondurable goods stocks have

Pipsr, Jaffray to
Admit Three Partners
MINNEAPOLIS, MINN. — Pi¬

per, Jaffray & Hopwood, 115
South Seventh Street, members of
the New York Stock Exchange,
will admit Harry C. Piper, Jr.,
Clarence E. Howard, and .Grant A.
Feldman to partnership Jan. 1.
All are associated with the firm,
Mr. Feldman as corporate trader.

time. Over 9 million tons of

ingots were lost in the strike. It
will take until next midyear to
make up all that tonnage, even at

capacity operations, if demand
holds up to pre-strike levels."
The Board stated, however, that

expectations for nondurable goods
lines rest on no such firm basis.
"Activity has recovered most of
the ground lost; in the decline
earlier this year.' Meanwhile; in¬
ventories have again begun to ad¬
vance, just as they did at similar
production levels during 1948."
The following are ekcerpts from

the Board's analysis:

* ' Effects of the Steel Strike

Metalworking industries, mean¬

while, were resuming normal pro¬
duction' as rapidly as possible.
But the comeback is slowed be¬
cause it must wait on the refilling
of the pipe lines of steel flow.
Makers of automobiles, appliances,
and other durable goods kept Up
their output during the early
strike weeks, while they lived off
their inventories of steel. But
once steelstocks were gone, nietal-
working lines were forced to cur¬

tail, even as mills, were starting
to pour ingots again. Now the
steel supply, lines must be filled
again.
Automobile producers, for ex¬

ample, do not expect to attain
September's record* pace again
until some time in January. Even
higher levels may be reached later
in the spring during the normal
seasonal rise in production.

Automobile Production and
Market

Automakers are planning a

speed-up to a new peak in assem¬
blies some time after the New
Year. Undoubtedly more of the
consumers planning to buy cars
will purchase used cars than in
the past. Nonetheless, it is indi¬
cated plainly that the new-car
market will be strong at least in
the spring-summer buying season.

Automobile sales have been out¬

standing in the retail picture: for
the whole past year. Dollar vol¬
ume has been running a fourth
above 1948. That gain has kepi
total retail sales within 3% of
the record totals bf a year ago.

Sales of all stores other than

car dealers have been off 7% or

8% from last year, dollarwise.
In large measure, this dollar dip
reflects a decline in prices, where¬
as physical volume has held up

very much better.

Inventories of Durable and

Nondurable Goods

This strength in consumers' de¬
mand for actual goods has had a

lot to do with the business upturn
that started last midsummer. Much
if not most of the decline in in¬

dustrial activity earlier this year
was owing to a sharp shift in in¬
ventory policy. Instead of ex¬

panding inventories at the rapid
rate of $6.5 billion as it did dur¬
ing 1948, business began to reduce
them, by as much as $2 billion
a year during the summer of
1949. But after production dipped
well below the current rate of

consumption during midsummer,
it began to pick up again.
The trends in soft goods indus¬

tries are very different from
those in heavy goods lines. (For
this analysis, inventories of manu¬
facturers, wholesalers, and re¬

tailers have been added together.
But they have been divided be¬
tween durable and nondurable

goods totals.)

turned up before those of dur¬
ables, just as they reached their
peaks earlier and stabilized
sooner. In September, invento¬
ries of nondurables rose while
those of durable goods declined.
This contrasting trend undoubt¬
edly continued through October
and well into November. For
nondurable goods output has con¬
tinued to advance while retail
sales were hurt both by strikes
and by warm early autumn
weather. It would; appear that
inventories must therefore have
continued their September upturn.
Durable goods production, lrieah-
wnile, was set back sharply by-
recent strikes, and this undoubt¬
edly diminished stocks. r%::%

Exports, Imports and Devaluation
Recent strikes also served to

shift attention sharply away from
the foreign trade problem, on
which devaluation 'ocused it so

closely only several weeks ago.
Meanwhile, a significant new
trend in exports has appeared
quite plainly. . '

:During the third quarter our

exports dropped from a level of
$1.1 billion monthly to less than
$900 million. Imports dipped only
slightly. The result was to narrow

sharply the surplus of exports
over imports. It dropped from a
rate of $6.5 billion a year to less
than $5 billion.
It would seem that the recent

export drop was caused by forces
that antedated devaluation. For
one thing, Congress voted $1 bil¬
lion less for Marshall plan funds
for the 1949-50 fiscal year than
for the year before. Last year
the delay in getting Economic
Cooperation Administration ship¬
ments under way caused a bulge
in exports late in 1948 and early
in 1949. The new ajid lower ex¬

port level is more closely in line
with current-year funds.

National Income Picture

Income declined for the third
successive quarter since the high
at the end of 1948, and with busi¬
ness now on an upswing, that
may well mark the low for 1949.
The annual rate of national in¬

come has dropped about $15 bil¬
lion since its high. But total
compensation of employees has
eased by only $4 billion, or less
than 3%, whereas income from
property, including profits, has
dropped $12 billion, or 13%. About
half this fall took place in cor¬

porate profits (adjusted for in¬
ventory book losses), a decline of
one-sixth. The rest came in prof¬
its of unincorporated proprietors,
both farm and nonfarm. Rents

and net interest held steady or
rose. ■ ; /.
It is clear that most of the de¬

crease in prices in the past year
has come at the expense of prof¬
its. Meanwhile, hourly wages
have risen slightly, offsetting
much of the small decline in em¬

ployment. The result is that per

capita buying power has pretty
well held its own in "real" terms

(adjusted for lower prices). - -

Corporate Profits ;

Corporate profits, taking ac¬
count of the adjustment or book
losses on inventory due to price
changes, eased off by another 5%
during the third quarter, to a
level of 11% below a year ago.
This is an over-all government
estimate. Corporate profits taken
without inventory value readjust¬
ments also are stabilizing. They
dipped by less than 2% in the
third quarter. But compared with

last year, there has been a 30%
drop in actual profits before in¬
ventory adjustments.

Squeeze on Retained Earnings
This drop has just about halved

the volume of undistributed prof¬
its. While dividend payments
have, as usual, been fairly stable,
retained earnings dropped from a

rate of $14 billion to one of $7
billion a year. These retained
profits have been one of indus¬
try's chief sources for financing
its postwar capital expenditures.
"

This squeeze on retained earn¬

ings, together with the return of
many seasonal" needs for /funds,
has helped to reverse the course

of business borrowings from com¬

mercial banks.. Outstanding com¬

mercial, industrial? and agricul¬
tural loans fell substantially dur¬
ing the 'first seven months of the
year. But in the past four months
such credit to business has again
increased, by $1 billion. That was
just about the same increase in
outstanding loans to business as

took place in the same period last
year. , • * •

Ghartes King Forms
Hew Partnership
V. Charles King & Co., 61 Broad¬
way, New York City, specialists in
Canadian securities, have formed
a new Stock Exchange partnership

Charles King G. L. F.urchard, Jr.

Herbert Hipkins

under the same name. Partners are

Charles King, founder of the ori¬
ginal company in 1931 and a mem¬
ber of the Toronto Stock Ex¬

change, Herbert Hipkins and Ge¬
rard L. Burchard, Jr., former co-
managers of the Canadian Depart¬
ment of Goodbody & Co., Paul E.
Ostiguy, Robert H. King, Joseph
H. Amy, member New York Stock
Exchange, Benedict Jarmal and
William N. Moxley. Limited part¬
ners are: Viola C. King and Ursula
Squier Reimer.

Titus-Miller Adds
Wm. Gan! to Staff
DETROIT, MICH.—Titus-Miller

& Co., Penobscot Building, an¬
nounce that William A. Gant is
now associated with them as a

registered representative in their
Detroit Office. He is a veteran on

Griswold Street. ; - ; ;

Neuberger &
Berman Partner

Robert J. Felheim will become

a partner in Neuberger & Ber¬

man, 160 Broadway, New York

City, members of the New York
Stock Exchange, on Jan. 4.
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Edwin G. Nourse

Nourse Scores Price Fixing
' Former Presidential Economic Adviser decries attempt to stabilize
inflation at present time. Says problem is to promote price-income
relations which will give maximum production and corresponding *

• consumption. Objects to tinkering with the dollar and condemns

4 ■ >. budget deficits. . 3^
1, ; In an extemporaneous address at the annual meeting of the New
York Security Dealers Association in New York City on Dec. 9 Dr.
Edwin G. Nourse, until recently Chairman of the President's Council
of Economic Advisers, attacked the policy of attempted stabilization
of • inflation ' * - *

through price-
fix.ing and
p r oposed
as -an alter¬
native objec¬
tive a new set
of price and
income rela¬

tionships for
the promotion
of maximum

produ c ti0 n

with corre-

s p o n d i n g
Volume of

consumption.
According to
Dr. Nourse: '

• "The country has been and still
is in a process of trying to ham¬
mer out a new set of price and
income relationships which will
be reasonably stable. To have
such stability they will have to
give .recognition to - many new
conditions brought about by the
war or .new developments since.

'

"This new structure of prices—
for goods, for services, and for
properties—will of course be on a

much higher level than prewar.
Theoretically, we could secure

workable relationships on any one
of several different levels. But
when certain spots in the system
are frozen, other parts have to
come in line.

-^■'This is evident in the case of
pegged bond price and related in¬
terest rates. It is equally evident
in the case of high and rigid farm
price, supports. And there has
developed a kind of ratchet mech¬
anism on wages so that if rates
for one group get too high for
stable relationships other rates
have to be brought up; there is
little practical possibility of low¬
ering the one that had been
pushed too high by use of a tem¬
porarily strong bargaining posi¬
tion, . „ / ,. - * -

; "Some r people think we can

'stabilize inflation.' That is a

pleasing doctrine for union work¬
ers, for farmers,/ and even for
active businessmen. They find it
a pleasant and exciting expe¬
rience. 'It's nice work if you can

get it,' but it never has been suc¬

cessfully done before. I think we
old '. 'fuddy-duddies' have good
grounds for being apprehensive
that it might y not be done this
time.

/ "Such an experiment is more

risky when we start it from the
level of $260 billion of debt than
when we had a debt one-tenth
that size, as we did after the First
World War. Personally, I would
rather experiment with methods
of sound deceleration than a reck¬
less acceleration under the cir¬
cumstances that; surround us or
that we can easily foresee.
"The Administration is indicat¬

ing that managed inflation will
be its policy and is expressing
great confidence that it can turn
the trick.. We may perhaps be
pardoned if we suggest that there
may be two different standards
of success to apply to this experi¬
ment. One might be whether it
would produce high activity and
superficial prosperity until some
month near the close of 1952. The
other might be whether this in¬
flationary course would produce
sound Underlying conditions.
Would this course of public and
the related private policies and
practices promote price-income
relations which would enable us

to go on indefinitely at a high
level of economic activity, some¬

thing approaching the maximum
production and corresponding

consumption sought under the
Employment Ac&bf 1946?
"At the present time, any tink¬

ering with the ^dollar would, in
the midst of our delicate domestic
and international adjustments, be
one of the surest roads to eco¬

nomic- demoralization. In my

judgment, it would be a foolish
and even suicidal course to be

undertaken in the present situa¬
tion. We have enough difficulties
of adjustment and enough uncer¬
tainties for the businessman to

cope with without injecting any
further uncertainty as to the dol¬
lar.

"I am much gratified that
President Truman recently made
so clear and forthright a state¬
ment of his determination to re¬

sist any such proposals. Ultimate
decision also rests with the Con¬

gress and I believe it J*>o will
resist the urgings o£ .special
groups who are looking for eco¬
nomic short-cuts. ;

"I still stick to my recenfrstate¬
ment: 'I am not happy when I see
government slipping back into
deficits as a way of life in a pe¬
riod when production and em¬

ployment are high.' The prin¬
ciples of good family management,
of good company management,
and good, government manage¬
ment are basically similar.

''They call for thrift, the accu¬
mulation of savings, jyid the pay¬
ing off of debts in periods of high
prosperity so as to be fortified
against trouble when things are
bad. It would no doubt be im¬
possible to avoid some deficit in
the midst of a cold war. But
there should be a vigorous and
systematic program' of reducing
outgo and increasing income
which will get us back to a bal¬
anced budget at the earliest prac¬
tical time.-. ' \

"The Congress Avill vote deficits
as long as special groups demand
special favors and business groups
resist curtailment in any expendi¬
ture which channels money into
their community,. An excellent
step towards solvency was taken
recently by the U. S. Chamber
of Commerce when it went out

actively to support and reenforce
the economy program of Secre¬
tary of Defense Johnson. There
are some other departments that
would profit from, a drastic prun¬

ing. When and if it comes,

farmers', businessmen's and la¬
bor's organizations should support
rather than resist it.'^J

Bendix, Luitweiler Go.
To Admft Le&lTalbot
Lester Talbot, member of the

New York Stock Exchange, will
be admitted to partnership in
Bendix,, Luitweiler' & Co., .52
Wall Street, New York City, as of
Jan. 2.' He has recently been ac¬
tive as an individual dealer and

prior thereto was a partner in
Grimm & Co. V; .

Carl M. Loeb to Admit

Koyle and Lawshe
Carl M. Loeb, Rhoades & Co.,

61 Broadway, New York City,
members of the New York Stock

Exchange, will admit Frederick T.
Koyle and Emmett Lawshe to

partnership on Jan. 1. Mr. Lawshe
is manager of the firm's domestic
bond department.

in's Responsibility foi
Continued Dollar Gap
By PAUL EINZIG

Dr. Einzig, commenting on disappointment in British official circles
over failure to remedy dollar gap, lays responsibility on British
Government which has been releasing wartime sterling balances in
soft currency areas and which has taken no action to divert goods
from domestic market. Blames opposition party for apathy regard¬

ing British exchange crisis.
, LONDON, ENGLAND — There are, unfortunately, indications

that the devaluation of sterling has not helped so far the dollar drive
to a sufficient extent to balance Great Britain's dollar deficit, or even
to reduce it to an appreciable extent. It is true, it is stated in official
quarters that S>
the gold out¬

flow, which
was checked

during the last
days of Sep¬
tember, has
not been re-

sumed. But
this may be
due to the

covering of
short positions
in sterling, an
e s s e n t i ally
tern p o r a r y
factor. T h e

trade V returns Dr* Paul Einzi*
for October
are not encouraging, and some of
the main exporting industries are

anything but optimistic. For in¬
stance, automobile exporters are
unable to approach the figures
they attained prior to the trade
recession in the United States dur¬
ing the first half of this year. It
is now ; realized that American
demand for British automobiles
was mainly due to the delay in
the delivery of American cars,
delay which no long exists. In
other lines, too, the prospects of
British exports to the Dollar Areas
do not seem to be encouraging.
Disappointment in official

circles over the volume of ex¬

ports to the Dollar Area is also
indicated by various statements
by Ministers, from Mr. Attlee

downward, criticizing the inade¬
quacy of the efforts of British in¬
dustrialists to divert exports from
soft currency markets to the
United States and Canada. Yet in
several known instances British
firms have been exporting to the
United States at s considerably
reduced profit, and even without a
profit, in order to satisfy the gov¬
ernment that they are doing their
best. But there is a strong feel¬
ing in British business circles that,
unless and until the U. S. Cus¬
toms regulations are revised and
are applied in a less unfriendly
spirit, any attempt at introducing
new lines of British goods to the
American market is sheer gamble,
owing to the complete uncertainty
of the rate which American Cus¬
toms officials will choose to

charge.

Admittedly, the Export Credits
Guarantee Department is now

prepared to insure part of the risk
involved. Even so, the extent of
uncovered risk is considered by
many British exporters as an ef¬
fective deterrent. Their attitude
is explained in part by the pre¬

vailing high taxation which tends
to discourage businessmen from
taking risks. They feel that,
since the greater part of their
profit on their exports to the
United States would be taken

away by the Treasury, while all
the loss (except part of the insur¬
able outlays) has to be borne by
them, it is something of a "heads
you win, tails I lose", game to
engage in exports to the Ameri¬
can markets. In the circumstances
they prefer to play for safety, and
to that end they would prefer to
sell to the soft currency area even
if profits on such-exports were
smaller than on exports to the
Dollar Area. And since, in fact,
profits on exports to the Dollar
Area are, generally speaking,
smaller and the risk of a loss high->

er, the weight of commercial ar¬

guments is distinctly against di¬
verting exports to the Dollar Area.
Nothwithstanding this, many firms
are making praiseworthy efforts
in that direction, partly because
they want to do their share in the
dollar drive, and partly because
they depend on the goodwill of
the government in many respects.
There is a certain amount of

resentment in business circles
about the way in which the gov¬
ernment is trying to shift on pri¬
vate firms the responsibility for
the success of the dollar drive.
It is considered absurd that Min¬
isters should blame business
firms for being fully booked with
orders from the Sterling Area. If
they are, whose fault is it? It is
the government that has been re¬

leasing large amounts of war¬

time sterling balances which have
thus been made available for fi¬

nancing the purchase of British
goods. Having released this pur¬

chasing power, the government
could not reasonably blame ex¬

porters for having failed to refuse
to accept orders payable in such
released sterling. Business firms
feel they could not be expected to
"re-block" the sterling balances
"unblocked" by the government.
If Britain cannot afford to divert
so much of her exports to the
Sterling Area, it is the govern¬
ment's job, and not the business¬
men's, to check the unwanted
flow.

Likewise, it is felt that business
firms could not reasonably be
blamed for selling too much in the
domestic market instead of ex¬

porting to the United States. The
government is well in a position
to divert goods from the domestic
market, through a curtailment of
the purchasing power of the do¬
mestic buyer. Drastic cuts in pub¬
lic expenditure without corre¬

sponding custs in taxation would
produce that result. If such steps
were taken on an adequate scale
there would be no need for the

government to try to place on

private individuals the burden of
the responsibility for curtailing
the sales at home in the interest
of the dollar drive. /.
Once more the question of

losses of dollars through the quo¬
tation of sterling at a substantial
discount in overseas countries has
been raised in Parliament. Re¬

plying to questions on that sub¬
ject, Sir Stafford Cripps showed
no inclination to intervene in or¬

der to elminate or ^reduce the dis¬
count. He treatedfhe whole mat¬
ter as one of no importance, and
denied that any substantial losses
of dollars could arise from it. Hu¬
man memory is short, but it is not
difficult to remember that, right
to the eve of the devaluation, he
denied or minimized in almost
identical words the dollar leak¬

age through trafficking in ster¬
ling at a discount, and that
following on devaluation he read¬
ily admitted that, after all, these
formerly denied losses had played
a major part in inducing the gov¬
ernment to decide in favor of
devaluation.

Strangely enough, Sir Stafford
Cripps and his government es¬

caped with a minimum of criti¬
cism for such a display of gross

inconsistency, and indeed for the
inefficient handling of the whole
problem of war-time balances and

sterling exchange. Fortunately fori
the government, the opposition is'
even more incompetent and in*,
efficient in such matters than Sir
Stafford Cripps, which is saying
a great deal. While always ready
to exploit to the utmost any petty
point of party politics, the Con¬
servative "shadow cabinet" and
the overwhelming majority of the
rank and file Of the party never
takes the slightest interest in such
matters, even though they in¬
volve billions of pounds.

Kidder, Peabody Co.
Using Television
BOSTON, MASS. —More and

more investment banking houses
are coming to realize that today's
great market for stocks and bonds
is in the thousands of average
Americans who make up the na¬
tion's middle income group, peo¬
ple who have a comparatively
small amount of money to invest
and who are looking for a steady
income rather than the hope for
quick profit.
Kidder, Peabody Co., 115 Dev¬

onshire Street, has embarked on a

campaign to acquaint the small
investor with the advantages of
owning financially sound stocks.
The company is currently sponsor¬

ing; through the Harry M. Frost
Co., Boston, a television series en¬
titled "Your Share in America" on
WNAC-TV Boston. The series
features industrial films from

America's: leading corporations
and is beamed primarily in the
small investor urging him to own
his share in America through the
purchase of stocks in companies
which have outstanding manage¬
ment and are in a very strong fi¬
nancial position.
The majority of people, unless

they are in the investment busi¬
ness, seem to feel that securities
are mysterious and complicated.
As a matter of fact, even children
should know the names of the

country's leading corporations.
They must have heard for instance
of such companies as American
Telephone, Standard Oil, du Pont,
General Motors, General Electric,
Union Pacific, Sears .Roebuck,
United Fruit, Woolworth, etc.
Through its television series

Kidder, Peabody & Co. hopes to
interest a large segment of the
middle income group In such
stocks as those mentioned above;

Preceding the Christmas Holi¬
days, the television audience is
being informed of the advantages
of securities as a Christmas gift.
Common and preferred stocks and
bonds in America's leading corpo¬
rations make valuable and lasting
presents since they enabld the per¬
son receiving them to not only
have a share in ownership but to
attain additional income through¬
out the years.

Through the new medium of
television Kidder, Peabody & Co.
believes that it will reach a great
many people who would otherwise
not be acquainted with the facts
about securities and how they can
be made to provide the purchaser
with extra income and future se¬

curity.

C. L. Lawrence to Admit
Oliver D. Appleton and Alex¬

ander B. Johnson will become

partners in Cyrus J. Lawrence &
Sons, 115 Broadway, New York
City, members of the New York
Stock Exchange, on Jan. 3. Mr.
Aopleton is office manager for
the firm.

Mallory, Adee Partner
Mallory, Adee & Co., 120 Broad¬

way. New York City, members
of the New York Stock Exchange,
will admit John R. Westerfield to

partnership on Jan. 1.

New Ungerleider Partner
Abner Lichtman will, be ad¬

mitted to partnership in Unger-
leider & Co., 41 Broad Street, New
York City, members of the New
York Stock Exchange, on Jan. 1.
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News About Banks
CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

and Bankers

John M. Olin, President of Olin
Industries, Inc., of East Alton, 111
lias been elected to the board of
directors of Bankers Trust Com
puny of New York, it was an
oounced on Dec. 7 by S. Sloan
Colt, President. Mr. Olih, a grad¬
uate of Cornell, is a director of
the St. Louis Union Trust Com
pany, Midwest Rubber Reclaim
ing Co., Illinois Terminal RR. Co
and is a member of the Board of
Washingl on University,
' Mr. Colt also announced the
election of four officers and the
promotion of five others. Thos
named Vice-Presidents are Frank
Hamilton, Roy L. Reierson, and
Joseph V. Sauter, all formerly
Assistant Vice-Presidents;William
H. Moore and Joseph C. Brennan
formerly Assistant Treasurers
were elected Assistant Vice
Presidents. James Leo Craft, John
Keat, Joseph R. McLees and Jean
CY Robert were elected Assistant
Treasurers. ■ ' 7; ;y-)r;
/

_ ' if if if

I, Senior officials of the Chase
National Bank of New York ar¬

rived at San Juan, Puerto Rico on

Dec. 9 for the formal opening of
the bank's new branch /quarters
at 259 Cruz Street, in San Juan's
financial district. In the party
were Arthur W. McCain, Vice-
Chairman of the Board of Di¬
rectors; Edward L. Love, Senior
Vice-President; Victor E. Rock-
liill, Vice-President, and David
Rockefeller, Second Vice-Presi¬
dent. On Dec. 10 they attended a
luncheon at the new Caribe-H.il-
ton Hotel given by Carl B. Brun
rier, Second Vice-President in
charge of the branch. Other guests
included officials of the Puerto

Rican Government and prominent
business people. Banking space of
the brand now is twice as large
as the former location which

originally was opened in 1933.

The directors of Guaranty Trust
Company of New York on Dec. 7
declared a quarterly dividend of
$3 per share on the capital stock
of the ccmpany for the quarter
ending Dec. 31, and an extra divi¬
dend of $2 per share, both payable
on Jan. 3, to stockholders of
record at the close of business
Dec. 14.

Xf « *f

At a meeting of the board of
directors - of Sterling National
Bank & Trust Company of New
York held Dec. 8, the following
appointments were made: Frank
T. Porter, Assistant Vice-Presi¬
dent; William P. Bernhard, >George
F. English, William L. McMillan
and Eugene P. Wyndham, Assist¬
ant Cashiers. •

7 ,' * -i *

An exhibition of products of
France, sponsored by the French
Chamber -of Commerce of the
United States, Inc., has been
placed on display in the windows
of the principal offices of Colonial
Trust Company, of New York on

the Avenue of the Americas at

48th Street. In connection with
the exhibition, the trust company
has distributed another series of
its international monographs,
"World Recovery through Im¬
ports," these are entitled "Trade
with France." The monographs
are being mailed to more than 350
banks in the port cities of the
United States and to a selected list
of importers. The exhibition and

monographs are results of visits
to France in 1948 and 1949 by
Arthur S. Kleeman, President of
Colonial Trust Company. "It is
impossible to conceive of Euro¬

pean recovery without the eco¬

nomic upbuilding of France," Mr.

Kleeman said. The exhibition in¬
cludes perfumes, wines and spirits,
textiles, gloves, handkerchiefs,
neckties, food specialties, phar¬
maceuticals, prints and engrav¬
ings, and transportation. It will
lemain on display until late
December.

]. if if if

Thomas G. Gorman, former sales
director of the New York State
Insurance Fund, a position he held
for 30 years, has been appointed
Vice - President of the South
Brooklyn Savings & Loan Associ¬
ation of Brooklyn, N. Y., Andrew
S. Roscce, "President, announced
on Dec. 12. In his new post, Mr.
Gorman will be in charge of the
new Queens County Office which
will open Dec. 17, and he also will
direct new business development
in all four offices of the Associ¬
ation. ;7-'U: 77777' ;/;7,
:.. -m : A'V'/'/A;;:7.

Frederick Townsend, Chairman
of the board of directors of the
Albany Savings Bank of Albany,
N. 1"., since 1941, died on Dec. 4
at the age of 78 years. Mr. Town-
send had served as a trustee and
attorney of the bank from 1898 to
1920, when he became President,
continuing in that post until he
was named Chairman. He had also
been Vice-President of the former
New York State National Bank,
now the State Bank of Albany.
' ■''

# -f X* ;B77

Arthur M. R. Hughes, Vice-
President of the Marine Midland
Trust Co. of New York, was elected
President of the Union Trust Co.
of Rochester, N. Y., on Dec. 8, ef¬
fective Jan. 12, succeeding William
W. Foster, who has been named
Chairman of the board. Mr. Foster
has been associatedwith the Union
Trust since 1920; in 1927 he was
named a Vice-President, and since
1930 he had been President. Both
Marine Midland Trust and Union
Trust, it was noted in the Roches¬
ter "Times Union" of Dec. 8, are

parts of the Marine Midland Corp.,
a bank holding company formed
in the late 1920s.

j.;' $ tfi 0

Earle W. Stamm, President of
the National Bank of Commerce,
New London,. Conn., and Roy L.
Patrick of Burlington, Vt., Presi¬
dent of the Rock of Ages Corp.,
were re-elected directors of the
Federal Reserve Bank of Boston

on Nov. 17, it was stated in Asso¬
ciated Pi ess advices from Boston

cn that date.

V7v'-;- 5 '•'> * <!

The Hurlbut National Bank and

the First National Bank, both of
Winsted, Conn., have been taken
over, as of Dec. 13, by the Hart¬
ford-Connecticut Trust Co. of

Hartford, Conn., and are being
operated as branches of the trust
company. The offer of the latter,
to acquire the assets of the Hurl-
but National and First National

was accepted by vote of the stock¬
holders of both National banks on

Dec. 9, according to the Hartford
Courant" of Dec. 10, which said:

"The Hurlbut National stock¬

holders will receive $212 a share
for each of the 2,000 shares of
their stock. First National stock¬
holders will receive $145 a share
for each of the 1,000 shares.

"The Hurlbut will be designated
as the Hurlbut branch and the
First will be known as the Park
jranch. These acquisitions bring
the number of Hartford-Connecti¬
cut Trust Co. branches up to 13."

"Courant" advices from Win¬
sted Dec. 1 also stated that the
Hurlbut National was organized in
1854 and the Phelps family had
taken a leading role in its affairs

since its organization. From the
"Courant" we quote:
"William H. Phelps was the first

President. His son, George W
Phelps, was a Cashier for many
years. His grandson, William H
Phelps, has been employed by the
bank for 59 years, first as clerk
then as Cashier, and in recent
years as President. It is under¬
stood he will continue in charge
of the bank with the title of a

Vice-President of the Hartford-
Connecticut Trust Co." ^

The National State Bank of
Elizabeth, N. J., announces the
election by the directors on Dec. 5
of W. Emlen Roosevelt as a direc¬
tor and President of the bank, ef¬
fective Jan. 1, to fill the vacancy
caused by the death of John Kean
on Oct. 23. Mr. Kean's death was

noted in these columns Oct. 27,
page 1666.

Referring to Mr. Roosevelt's in¬
terests, special advices from Eliza¬
beth to the New York "Times"
Dec. 5, said in part:
"Mr. Roosevelt is a director of

Fundamental Investors, the In¬
vestment Managers Fund and the
Broadway Investment Co., ail of
New York. He was with the Cen¬
tral Hanover Bank and Trust Co.
of New York after attending
Princeton University, then he be¬
came a partner in Roosevelt &
Son. After serving in the war) he
was with the Chemical Bank and
Trust Co. of New York, then be¬
came a partner in the investment
firm of Dick & Merle-Smith of
New York."

. ff if
. . ./;•

Charles R. Miller, retired Chair¬
man of the board of the Fidelity
& Deposit Co. of Maryland, at
Baltimore, and dean of the coun¬

try's surety men, died suddenly
on the evening of Dec. 7 after
having spent the day at his office.
Mr. Miller had been associated
with the F&D for 58 years and
was the last Surviving member of
its original staff. He was 89 years
of age. Born in Westminster, Md.,
Mr. Miller graduated from West¬
ern Maryland College in 1881 and
was admitted to the Maryland bar
in 1884. In 1888 he went to Balti¬

more, taking a position in the of¬
fice of Edwin Warfield, then Sur¬
veyor of the Port and subsequently
founder of the Fidelity & Deposit
Co. The F&D was established in
1890 and a year later Mr. Miller
joined the company as a legal
clerk. In 1903 he was elected a

Vice-President and given admin¬
istration over the F&D's legal and
claim departments. Following the
death of Mr. Warfield in the

spring of 1920, Mr. Miller was
named First Vice-President of the

Fidelity & Deposit Co. to fill the
vacancy created by the elevation
of the late Thomas A. Whelan to
the Presidency. Upon the latter's
death four years later, Mr. Miller
was elected Mr. Whelan's succes¬

sor, thereby becoming the com¬

pany's fifth President. He was
elected Chairman of the board in

June, 1941. Following his retire¬
ment in December, 1947, Mr. Mil¬
ler continued to serve as a mem¬

ber of the F&D's board of direc¬

tors, attending his office practi¬
cally daily. Mr. Miller was for
many years a trustee of Western
Maryland College at Westminister
and a director of the Central Sav¬

ings Bank in Baltimore.
* « ' * '-.'V

A proposal to increase the capi¬
tal of the Security Savings &
Commercial Bank of Washington,
D. C., from $750,000 to $800,000
has been recommended by the di¬
rectors to the stockholders who
will act on the recommendation
at their annual meeting on Jan. 10.
It is learned from the Washing-
ington, D. C., "Post" of Dec. 9 that
the capital would be enlarged
through the declaration of a

$50,000 stock dividend, which
would be payable Feb. 6 to stock¬
holders of record Jan. 16. Inci¬
dent to the plans, $50,000 would
be transferred from undivided,

profits to surplus, with a view to

bringing both capital and surplus
up to $800,000 each. v

f} if £

. Andrew A. Kramer has resigned
as President of the Annapolis

Banking & Trust Co. of Annapolis,
Md., his resignation, according to
special advices Nov. 25 from An¬
napolis to the Baltimore "Sun,"
becoming effective on Jan. 1. The
account in the "Sun" stated thai
Mr. Kramer started with the bank
as a runner 34 years ago and has
been continuously in its employ
save for the period ha spent in the
military service during World
War I, from which he emerged as
a Captain. He worked his way up
through the posts of Secretary,
Treasurer, Vice-President and Ex¬
ecutive Vice-President and was

elected to the Presidency in 193.9.
It is added that Mr. Kramer will

be the first member of the bank's
organization to receive benefit
under its retirement plan.

if if if

The directors of The Bank of

Virginia, at Richmond, Va., have
declared a regular quarterly divi¬
dend of 30 cents per share and an
additional year-end special divi¬
dend of 80 cents per share, Thomas:
C. Boushall, President of the bank,
announced on Dec. 10. The divi¬
dends will be payable on Jan. 2
to stockholders of record on Dec.
19. These dividends bring to $2.00
per share the total declared by the
bank for 1949. Three quarterly
dividends of 30 cents oer share
previously have been paid this
year. ' 7,7.77 v7;7-

^ if *■■ ■' a-

The sale of about a one-eighth
interest in the State Bank & Trust

Co. of Evanston, III., to Ellsworth
B. Buck, brother of ' Nelson, L.;
Buck, a director of the bank, was
made known in the Chicago
"Journal of Commerce" of Dec. 3,
which also said:

'Mr. Buck bought 1,016 shares
from the estate of Conrad H. Pop-
penhusen, who died March 20. The
price w3s $137 a share and the
total cost was $139,192. The stock,
of which 8,333shares are out¬
standing, is currently quoted at
$135 bid, $145 asked. The pur¬
chase was for investment pur¬

poses, according to Nelson Buck.
Ellsworth Buck lives in Staten
Island and does not plan to move
to Chicago or take an active in¬
terest in the bank's direction. He
is Chairman of L. A. Dreyfus &
Co., a subsidiary of Wm. Wrigley,
Jr. Co. Nelson Buck has been a

director of the bank since 1922 and
holds 429% shares. He is a former
Vice-President and director of
Wm. Wrigley, Jr. Co."

'''■^.7'7. 7 7 .77- * * <!

Appointment of six new officers
and promotion of three others by
the directors of the Federal Re¬
serve Bank of Minneapolis was

announced on Dec. 6 New officers
include Arthur W. Johnson, Chris¬
tian Ries, Marcus O. Sather,
George M. Rockwell and Clement
Van Nice, all elected Assistant
Cashiers, and Clayton E. Tiilander
named to the official post of Chief
Examiner. Earl B. Larson was

promoted from Assistant Vice-
President to Vice-President; Ha¬
rold C. Core from personnel of¬
ficer to Vice-President in charge
of personnel; and Maurice H.
Strothman, Jr., from Assistant
Counsel to Assistant Vice-Presi¬
dent and Assistant Counsel.

Irving W. Lonergan, Assistant
Cashier of the First National Bank
in St. Louis, Mo., has become
Cashier succeeding C. B. Schmidt
who is withdrawing from the
bank's service under its retire¬
ment plan. Mr, Schmidt who, said
the St. Louis "Globe Democrat"
of Dec. 1, was the oldest employee
in the point of service in the
bank, began1 his career 52 years

ago as an office boy for one of
the bank's predecessor institutions,
the St. Louis Union Trust Co., and
rose in 1938 to the post of Cashier.

Mr. Lonergan," the same paper

reports, "has been an Assistant
Cashier at the bank, with which

he became associated in 1919. The

new Cashier has been in banking
for 43 years, starting as a runner
for the old National Bank of Com¬
merce. Later he was associated
with the former Mercantile Na¬

tional Bank and St. Louis Union
Trust Co. Mr. Lonergan is a past
President of the St. Louis Chap¬
ter, American Institute of Bank¬
ing, and Vice-Chairman of the
Foreign Trade Bureau of the
Chamber of Commerce."

7\ 7 ' 1 f* * *

The Republic National Bank of
Dallas, Tcxa.s, announced on Dec.
7 plans for increasing its capital
surplus tc $27,500,000, which wiil
result in the bank having capital,
surplus and undivided profits of
$30,000,000. Authorized at a meet¬
ing of the directors on Dec. 7, a

special meeting of the stockhold¬
ers will be held on Dec. 19 to
vote on the plans. Under the pro¬

posal 75,000 shares of additional
stock (par value of $20 per share)
will be offered ratably to present
stockholders at $40 per share. Of
the proceeds, amounting to $3,000,-
000, capital will be allocated
$1,500,000, giving a new capital of
$13,500,000; surplus will be in¬
creased $1,000,000 to $14,000,000;
the balance of $500,000 will be
allocated to the capital of the Re-7
public National Co., giving the
company a new capital of $3,000,--
000. The Republic National Co. is
the holding compapy affiliate of
the Republic National Bank and
the capital stock of the company
is held in trust for the benefit of
the stockholders of the bank. The

Republic National Co. owns the:
controlling shares of seven banks'
having resources in excess of
$80,000,000 7.and all located in
Greater Dallas. The banks are the
Fair Park National Bank, Green¬
ville Avenue State Bank, High¬
land Park State Bank, Lakewood
State Bank, National City Bank,
Oak Cliff Bank and Trust Co.
and Oak : Lawn National Bank.
With the approval of the stock¬
holders, the plan, it is expected,
will become effective after the
first of the year. Announce¬
ment of the proposed capital in¬
crease was made by Fred F.
Florence, President of the Repub¬
lic National Bank, which as of
Nov. 1 reported deposits of more
than $305,000,000 and resources in
excess of $340,000,000.
/7-/V'" //••:/..<# * '■ '<;} if 77 ' 7 7,7 '•

On Nov. 16 the First National
Bank of McAllen, Texas, increased
its capital from $150,000 to $300,-
000 by a stock dividend of $150,00Q,
according to the Nov. 21 Bulletin
of the Office of the Comptroller
of;the Currency. An earlier Bul¬
letin of the Comptroller's office
stated that the First National Bank
of McAllen represented a conver¬
sion- to the National system on
Nov. 1 of the City-State Bank &
Trust Co. of McAllen.

'7:"'7/-:77:7:7'7':7- * * * . v.7r-7..777
On Dec. 3 the 76-year-old

Anglo California National Bank of
San Francisco acquired the assets
and assumed the liabilities of the
Capital National Bank of Sacra¬
mento. The transaction was an¬

nounced jointly by Allard A. Cal¬
kins, President of the Anglo Bank,
and L. L. Madland, President of
the Capital National. The Sacra¬
mento institution opened for busi¬
ness on Dec. 5 as the Capital of¬
fice of the Anglo Bank, and its
key Sacramento Valley unit, with
the same management and staff
that operated at Capital National
Bank. The Anglo, it is noted,
brings to the Sacramento area the
benefits of its greater resources,
now in excess of $600,000,000, its
more than three-quarters of a cen¬

tury of banking experience in
northern California, and its facil¬
ities. The Anglo, with the addi¬
tion of the Capital office, has 28
offices and serves more than a

quarter of a million depositors.
All of the officers and members
of the Capital's banking staff will
continue in the employ of the
Anglo. The directors of the for¬
mer Capital National Bank con-
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stitute Anglo's Sacramento Ad¬
visory Board. L. L/Madland has
been appointed Vice-President
and Manager of the Capital of¬
fice; N. S. Gayle, Vice-President
and Assistant Manager; W. E.
Holmes and J. S. Johns, Vice-
Presidents; George V. Reynolds,
D. R. Purcell, E. A. Kuechler and
W. W. Funk, Assistant Cashiers;
Allen Thomas, Trust Officer; and
L. R. Taylor, Assistant Trust Of¬
ficer. All were officers of the

Capital National. George C. Bas-
sett, Chairman of the beard of
the former Capital National, is one
of the members of the Sacramento

Advisory Board. The Capital
name, which will continue in the
designation of Anglo's Sacramento
office, dates back to 1893, when
the Capital Banking & Trust Co.
of Sacramento was chartered; it
operated as a private bank until
1906, when it was sold to a group
headed by Alden Anderson. The
bank was nationalized under its

present title in 1911. ,Its original
capital was $100,000. The proposed
acquisition of the Capital National
Bank by the Anglo California Na¬
tional was indicated in our issue
of Nov. 3, page 1770. -

A new profit-sharing bonus plan
for employees of the Bank of
America National Trust & Savings
Association of San Francisco,
which combines all of the bank's
benefit plans in one, has been ap¬

proved by the directors, according
to L. M. Giannini, President. It
will be known as the Bankamer-
ican Family Estate plan and is to
become effective Jan. 1. A per¬

centage of the bank's net profits
before taxes is to be paid into a
fund which will provide for the
costs of all bank-provided benefit
funds such as group insurance,
hospital and surgical benefits and
sickness compensation, and for
most of the premiums on retire¬
ment plan benefits. By eliminat¬
ing pay-check deductions for such
benefits, it is stated, the plan will
result immediately in higher pay
checks for all employees, regard¬
less of length of service. For em¬
ployees with more than five years
of service the remainder of the
fund will be devoted to creating
individual employee income-pro¬
ducing estates to provide substan¬
tial additional income after retire¬
ment. Tbe plan is not a non-con¬

tributory one, Mr. Giannini point¬
ed out, and is therefore of interest
in today's discussion of pension

plans. It is, it is said, directly re¬

lated to the profit-producing ef¬
forts of staff members. If such

efforts fail to produce sufficient

funds, he said, the employees will
be called upon to resume paying

directly for their benefits. On the
other hand, any increased profits

they produce are shared, thus pro¬

viding employees with incentive
for extra effort in building the
institution and their individual

estates.

Adler, Coleman & Co.
To Admit Two
Adler. Coleman & Co., 15 Broad

Street, New York City, members
of the New York Stock Exchange,
will admit Harry M. Jacobson and
Harry J. Breen, both Exchange
members, to partnership as of
Jan. 1. -

John H. Lewis Co. to

Admit Fuller, Townsend
John H. Lewis & Co., 63 Wall

Street, New York City, members
cf the New York Stock Exchange,

will admit Stephen D. Fuller and

Wisner H. Townsend to partner¬

ship on Dec. 31. Mr. Fuller was

formerly a partner in S. D. Fuller
& Co.

Rejects Contention Thai Gold Standard Would
Curb Govt. Spending and Stabilize Business
In bulletin entitled "The Role of Gold in the Modern Economy,"
Dr. Marcus Nadler and Dean G. Rowland Collins of New York

University argue, since Congress has constitutional right to make
appropriations, theory that a restricted gold-coin standard would

give people again power over purse, is illusory.
The contentions that a return to the gold standard would curb

extravagant government spending and stabilize business activity are
of dubious validity, according to a bulletin entitled "The Role of
Gold in the Modern Economy" issued yesterday by Dean G. Rowland
Collins, Director, and Dr. Marcus^—r —— -

Gaoler. Research Director, of the is quite possible, however, that if
Institute of International Finance
of New York University.
Those who argue in favor of a

return to free convertibility of

Dr. Marcus Nadler Jeo. Rowland Collins

paper currency into gold, the
oulletin states, maintaiq that this
would impose limitations on the

spending of the government since
a large-scale withdrawal of gold
by the general public, caused by
constant budget deficits and a
loss of confidence in the currency,
would so narrow the credit base
of the country as to raise interest
rates and make it increasingly
difficult to finance Treasury
deficits. This, in turn, would
force Congress to reduce expen¬
ditures or increase revenues to
end the deficit.

This view is correct in theory
only, the bulletin points out. In
practice, and particularly under
present conditions, when the gov¬
ernment is committed to a policy
of maintaining a high level of
employment, its validity is dubi¬
ous. In all probability, the effect
on the policies of Congress would
be negligible. The same Con¬
gress which appropriates the
funds that create the deficits also
has the power to change the gold-
reserve requirements or to elimi¬
nate them entirely. The same

Congress has the power to lower
the minimum requirements re¬

garding reserves of the member
banks with the Reserve Banks.

Hence, if Congress should find
that because of deficit financing
or other reasons the amount of

gold certificates held by the Re¬
serve Banks had decreased to a

point where drastic credit restric¬
tive measures were necessary, it
would undoubtedly pass the
necessary legislation to remove
these restrictions. This has hap¬
pened in the United States on
several occasions.

Congress has the constitutional
right, the Institute's study con¬

tinues, to vote expenditures, and
the movement of gold, particu¬
larly under present conditions, is
not likely to influence its appro¬

priations. Certainly, for example,
it would not induce Congress to
slash drastically military expen¬
ditures or those for Veterans'
benefits. Neither would the re¬

turn to the gold-coin standard
curtail the power of Congress to
enact any laws deemed necessary.
Hence, the argument that a re¬
turn to the unrestricted gold-coin
standard would again vest in the
people the power over the public
purse appears to be illusory.
Because of its encouragement to

hoarding, the bulletin points out
a return to the gold-coin standard
might have serious consequences.
It is impossible to state how rbuch
of the $27.5 billion of currency in
circulation is being hoarded. It

the United States were to return
to the gold-coin standard a con¬

siderable portion of the hoarded
currency would be converted into
gold. Part of it would undoubt¬
edly find its way into the black
markets of the world. Perhaps of
greater importance is the fact
that, because of the great eco¬
nomic and political uncertainties
prevailing all over the world,
many people might decide to con¬
vert their deposits into gold.
This, in essence, would trarisfer
the control over credit from the

duly appointed monetary authori¬
ties to the general public which is
often swayed by hysteria and
rumors. ?>■'': ■*:>. V ,•Y.-' :Y;' Y': •

Securities Salesman's!Corner
By JOHN DUTTON

NASD District 8

Elects New Officers
CHICAGO, ILL. — The annual

election in District No. 8 of the
National Association of Securities

Dealers, Inc., * comprised by the
States of Illinois, Iowa, Indiana,
Michigan, Nebraska and Wiscon¬
sin, has resulted in one n,ew gov¬
ernor and four new members of
the District Committee. * , ;

Clarence A. Bickel, partner of
Robert W. Baird & Co., Milwau¬
kee, has been elected to the na¬
tional

, Board of Governors. Mr.
Bickel has served three years as
a member of the District Commit¬

tee, serving as Chairman in 1949.
He succeeds Max J. Stringer of
Detroit. ;Y,> ■>

Vein S. Bell, President, Bell &
Farrell, Inc., Madison, Wisconsin,
Harry G. Williams, Vice-President,
Quail & Co., Davenport, Iowa,
Joseph' E. Dempsey, President,
Dempsey & Company, Chicago,
Illinois apd Edward C. George,
Vice-President, Harriman, Ripley
& Co., Incorporated, Chicago, Il¬
linois, are the new members of
District Committee No. 8. Those

retiring are: Clarence A. Bickel,
Milwaukee, Michael D. Dearth,
Des Moines, Paul L. Mullaney,
Chicago, and P. A. Walters, Cni-
cago. ;.V
New members of the District

Committee will assume office on

Jan. 15.

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm
changes: John C. Stewart will re¬
tire from partnership in Hicks &
Price on Dec. 15. Charles E. Craw¬

ley will retire from partnership in
Merrill Lynch, Pierce, Fenner &
Bcane on Dec. 31.

membership.

H. Cassel & Co. to Admit
H. Cassel & Co., 61 Broadway,

New York City, members of the
New York Stock Exchange, will
admit Francis Warren to partner¬

ship on Jan. 1. Mr. Warren is
trader for the firm.

White, Weld Partners
Chandler Hovey, Jr. and L.

Emery Katzenbach, II will be¬
come partners in White, Weld &

Co., 40 Wall Street, New York

City, members of the New York
Stock Exchange, on Jan. 1.

It takes strong backing from the home office to keep good men

going out in the field. It also takes good men who appreciate,;and
t

cooperate with what is being done for them to keep the sales up/
and give those who are behind them the incentive to continue to,
back them lip. It works both ways. If a sales organization is goingf
to produce and accomplish something there, must be teamwork and]
mutual Willirigness to understand the problems involved so that thex
most effective use of time, materials and coverage of the territory
can be obtained. Time is the most valuable asset which a salesman ,

can possess. If he wastes it he is wasting his efforts and his capital.'
His materials are the products which he is offering. Choice of the,
right products for his territory can boost sales and improve results
where the wrong merchandise can bring about the opposite effect.;
Coverage is seeing qualified prospects who can use what you have -
to sell.

Time, materials, coverage—the only way you can do this job.
right is to get together. Office and men should both understand
their jobs and do them. There is a dealer friend of ours who has
a small organization—just four or five salesmen. But all of them
are doing well. He does not hire men who won't work intelligently. „

And this dealer works too—with his head and his capital. He spends
money to help his men, and he spends it where it will do the most ;
good. . •' V \ ■ '• ' '/* ■ , ' ... - ': v , 1 ,: ;•'

Here are a few examples of the way his office cooperates with
the salesmen,. Each man has a territory. Each man has a complete;
set of prospect cards in the home office with holdings listed of every J
prospect and client. All securities so listed are put on the firm's;
watching service. Whether a prospect or a client, all names listed;
in the salesman's protection file regularly receive notices pertaining
to their holdings which may be of interest or value to them. In:
addition, at regular intervals the firm sends out a bulletin or letter
which ; keeps their name before the salesman's prospects and,
accounts, and is helpful as a goodrwill builder.

Once a week, on a Saturday, the salesmen come in to the office.
Otherwise they stay out in the territory unless an emergency arises.
All other contact with the office is by telephone or letter. Saturday;
is devoted to mapping out the work for the following week. The
most likely prospects are picked out—sales problems are discussed-^— ■

the proper approach on individual cases is gone over with care. *
Deadwood is culled out of the prospect files. New situations are.
discussed. This takes almost the whole day on Saturday, but it
works.. When Monday morning comes these men know where they
are going—they have plans for the entire week—and they know that •

their home office is right behind them on every situation that they:
must meet out in the field. They have organized their time, mate¬
rials, and how to cover their territory.

A word or two about this -idea of staying out in the field instead;
of coming into the office every morning. Some hold that it is best,
lor a sales organization to show up every morning before going out*
to work. I hold differently. If you have men who are real sales¬
men—who are self-starters (and no man is a salesman who cannot
start his own motor every day without having someone give him a
push)—you don't need to waste time traveling to an office, sitting,
around until the market opens and then straggling out to make some
calls in a half-hearted manner which you know quite well is what
often happens as a result of TOO MUCH OFFICE^ You rust out
sitting, you gfet lazy sitting, you become satisfied sitting, and you
can lose your pep and ambition sitting. I never saw a room full of
sitters that could build very much of anything.

The happiest people are too busy to
notice whether they are or not. r

How Else Can It Be Done?
"Thus our future prosperity seems to depend very

definitely upon our capacity to create additional
buying power in the hands of the masses of con¬
sumers. This requires, of course, an intensification
of technological progress, for
increasing man - hour output
constitutes the only foundation
for higher standards of living.
"This increasing productivity

must be accompanied by a con¬

stantly broadening distribution
of national purchasing power

through the medium of an ever-
improving ratio of prices to
wages.
"Unless the buying power of

the masses, whose wants create
markets, is progressively ex-
panding, business management
will have to be content with a virtually static situa¬
tion. There is scant future in trying to sell more
goods to the shrinking rich and middle classes; and
net foreign outlets will shrink as export subsidies

• decline and imports increase."—Harold G. Moulton.
If "business management will have to be con¬

tent" with such a generally unsatisfactory state of
affairs, so will labor and all the rest of us.
But does the learned professor know of any bet¬

ter avenue of escape than that which has brought
us along so well in the past—free enterprise, indi¬
vidual liberty, self-reliance and vigorous competi¬
tion?

Harold G. Moulton

1-
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Chicago & North Western
For the first year since it emerged from reorganization, Chicago

& North Western will pay no dividends on either its preferred or
common stocks this year. Last year the full $5.00 was paid on the
preferred and $2.00 a share was distributed to holders of the common.

Announcement last week that directors had taken no action at their

regular December medting did not have any further appreciable
unfavorable market influence on the stocks, nor was it reflected in
any change in sentiment toward railroad securities generally. North
Western securities had already sold off sharply and suspension of
dividends had apparently been pretty well taken for granted.
North Western is having a particularly disappointing year in 1949.

Early in the year operations were seriously disrupted by heavy
winter storms and extremely low temperature. This was reflected
not only in a serious loss of traffic but, also, it imposed a heavy
expense burden for snow removal, etc. Traffic was unexpectedly
slow in flowing back to the lines following the storms and last year's
heavy corn crop did not move in as large volume as had been
expected. Aggravating the difficulties of early 1949, the road in
more recent months has been hard hit by the coal and steel strikes.

Gross revenues for the 10 months through October were off a
little less than 11% from a year earlier which, under the circum¬
stances, was not too bad a showing. However, expenses remained
high—operating costs were off only 3.6% and the operating ratio
jumped from 84.8% to 91.7%, For the period net operating income,
without any deduction for Federal income taxes, amounted to only
$296,317. A year ago net operating income before Federal income
taxes was roundly $11,500,000. At the same time, non-operating
income declined nearly half a million dollars and charges were
nominally higher than they had been in the preceding year.

For the 10 months through October there was a net deficit
of $2,966,938 after fixed charges and contingent interest, but before
sinking fund deductions. A year earlier there had been a contrast¬
ing net income of $5,843,512 on the same basis. On the basis of the
reported results so far there is obviously little chance of any earnings
at all on the preferred stock this year. The dividend on the stock
is cumulative only to the extent earned. It can not even be taken
for granted that the full income bond interest will be covered

by 1949 earnings. However, continued payment of interest thereon
appears well assured. Whether earned or not this interest is cumu¬

lative up to 13V2%.
The particularly poor showing this year may obviously be traced

to a number of unusual and highly adverse developments. Barring
their unlikely repetition, the 1950 showing should be appreciably
better. Even granting this, however, there are a number of weak¬
nesses inherent in the situation that militate against any great confi¬
dence in the ability of the company f to show 'Consistently high
earning power during normal business cycles. Traditionally the road
has been one of the highest cost operations in the industry. Its
margin of profit over a long period of years has consistently run
well below the industry average.

The road has a substantial proportion of low density mileage
which is expensive to operate. This squeeze may be at least partially
corrected by line abandonments, but this is a long drawn out process.
It does a large volume of passenger business, particularly of the
short-haul commuter type. This type of business is almost uni¬
versally highly unprofitable. A level of fares sufficiently high to
make it profitable does not appear feasible. Finally, the road has a
large proportion of short-haul freight. Its average haul is among
the shortest for the major railroads. Heavy terminal costs in the
Chicago area impose an unduly heavy burden on road-haul revenues
from short-haul traffic. This, also, appears to be inherent in the
road's location and type of business and contributes importantly to
the long-term earnings uncertainties.

Taxation and Foreign
Investment

(Continued from page 27) v

end that the earned income of an
American resident abroad should
be exempt from the time he be¬
comes a bona fide resident
abroad. The effect of this liber¬
alization will be to extend tax
benefits to Americans in the first
year of their residence in foreign
countries. It is hoped that this
measure will afford encourage¬
ment to American technicians to

bring their skills and know-how
to bear on the solution of some

of the economic and financial
problems of war-disrupted and
underdeveloped countries.

, Elimination of Double Taxation

Another aspect of international
taxation which deserves attention
is the elimination of double taxa¬
tion. Double taxation may read¬
ily result where two or more

countries tax the same income,
and if not eliminated, taxpayers
find themselves paying two tax
burdens instead of just one.
Under our law there are quite
extensive provisions for the
elimination of such taxation and
it can generally be said that the
United States allows an extensive
credit against its tax on foreign

income for taxes of foreign gov¬
ernments on the same income.
However, there are certain re¬

strictions in these provisions
which it would seem should be
liberalized. One of these, for ex¬
ample, relates to the limitation on

the extent of the credit for foreign
taxes where a taxpayer incurs
losses in one country and profits
in another. Under our present
law the losses of one country re¬
duce the amount of credit allow¬
able for foreign taxes paid to
countries in which there are

profitable operations. In the in¬
terest of stimulating foreign in¬
vestment it would seem that the
foreign tax credit provisions
should be changed so as to give
additional recognition to the
overall result of foreign opera¬
tions. Another area in which the
foreign tax credit appears to be
restrictive is with respect to for¬
eign subsidiaries of domestic
corporations!. The present law
requires that domestic corpora
fions own more than a majority of
the voting stock of their foreign
subsidiaries before being allowed
to take a credit for foreign taxes
imposed on their profits when

received as dividends. It has
been brought to our attention that
local requirements may forbid
any one corporation owning the
controlling interest in its foreign
subsidiary. There is a tendency
for some foreign governments to
look with disfavor on local cor¬

porations being controlled by
outside interests. In light of these
developments, we believe that
the majority ownership require¬
ment is too restrictive and should
be liberalized.

The Treasury Department is ac¬

tively pursuing • a tax treaty
program whereby two countries
get together to eliminate double
taxation, and to set up agreed
principles as to the method of
taxing each other's enterprises.
We have already consummated
income lax treaties with the
United Kingdom, Canada, Sweden,
Denmark, The Netherlands and
France. Negotiations are being
carried on with numerous other

countries, and it is hoped that
more countries will become inter¬
ested in concluding agreements
with us. These treaties establish
forums where taxpayers may
obtain assistance in eliminating
double taxation or in ironing out
tax controversies with other
countries. Principles as to allo¬
cation of income, recognition of
foreign taxes for credit purposes,
exemption for a reasonable pe¬
riod of businessmen going abroad
from taxation by the other coun¬
try, etc., are the subiects covered
by these treaties. They tend to
give taxpayers , confidence that
they will not be whipsawed be¬
tween two divergent tax systems.
From the increased interest which
I have seen in this program, I feel
sure that tax treaties will be a

beneficial influence on increasing
American business abroad.

The Treasury Department is
continuously studying this whole
subject. As I have indicated, the
problem of international taxation
is a vital' one and *must be co¬

ordinated with our foreign eco¬

nomic policy. The program out¬
lined above will iron out some of

the inequities in our present sys¬
tem which have accumulated over

the years. We feel that these

changes will contribute to the
effective execution of our foreign
policy.

Frank Voorheis to Be

Partner in Goodbody
DETROIT, MICH. — Frank E.

Voorheis, Resident Manager of the

Frank E. Voorheis

office of Goodbody & Co., in the
Penobscot Building, will be ad¬
mitted to partnership in the New
York Stock Exchange firm on

Jan. 1.

Wm. E. Pollock Co.

Appoints Officers
Wm. E. Pollock & Co., Inc., 20

Pine Street, New York City, an¬

nounce the appointments of Henry
Benson and Harold T. Marcus as

assistant vice-presidents and Mar¬

garet Gundel as assistant secre¬

tary.

"The Price of the Business'- i

(Continued from page 4) - ;
to the conclusion it's impossible onstrate to you, when you comeand give up trying.
Well, gentlemen, I'll tell you

something. It's a very ^ .funny
thing about the impossible—most
every worthwhile endeavor seems
to be impossible the first time you
look at it, but then, when you find
a way to accomplish it you won¬
der what in the world you were

worrying about. (At this point,
Mr. Sharer demonstrated with a

few tricks of magic that nothing
was really "impossible.")
Well, X know those tricks are

interesting but what is the point?
Well, the point is this: anybody
can do those tricks if they first
have the right tools and, secondly,
if they take the time to learn how
to use those tools properly.
And so it is with product knowl¬

edge. In order to make your
product knowledge "pay-off" you
have to know more than just the
sales features of your product;
equally important you must know
how to sell those sales features
in terms of benefits to the con-

sumer.

In other words, gentlemen, too
many salesmen« try to sell the
product, instead of selling what
the product will do. They forget
or were not trained to know that
people do not actually buy mer¬
chandise or a service, it's what
that merchandise or service will
do that they pay their money for.
v For example: I did not buy this
cigarette lighter. What I really
bought was a dependable flame.
I did not really buy these ciga¬
rettes. What I actually paid my
money for was the smoke, and
the satisfaction and pleasure > it
gives me.

You know, training men to sell
the benefits instead of the product
is one of the major training
problems we have in the tire busi¬
ness. Maybe it's also a difficult
problem 'in the securities busi¬
ness as well.
But anyway, if you want to

properly analyze the problems of
"How to sell tires," you have to
look at the problem through the
eyes of the consumer. Because
the real problem is not "How to
sell tires," it's "The reasons why
people buy tires;" If you know
those reasons, and know how to
solve them, you will sell tires.
Now, when you analyze the ques¬
tion of "Why people buy tires"
you come up with four undisput-
able facts:

First, people buy tires for the
same reasons they buy false teeth,
operations and coffins—when they
have to,, and not before.
Second, actually, it isn't the

tires that people buy, it is what
the tire will do,) that they pay
their money for.
Third, basically, there are three

things that people • want from
tires: mileage, safety and com¬
fort. f,'\
Fourth—and %e most disturb¬

ing factor of alte-the things that
people want frotpithe tires, they
can not see.

The first three factors are easily
understandable but the fourth one

is something salesmen in many
lines of industi^,:'who face the
same problem, f^il to realize.
Let me show you what I mean.

Look at this picture of a U. S.
Royal air-ride tire. You can see the
tread of this tire.f. But you can
not see the mileage that the tread
will deliver, and'mileage is what
you want. You ban see the car¬

cass of this tire, but you can not
see the safety that is built into it,
and safety is what you want. You
can see the size and the design of
this tire, but you can not seC the
comfort that it makes possible,
and comfort is what you want.
In other words, gentlemen, the

things you want from tires you
can not see, and therefore, we are

constantly trying to find ways
and means of developing displays,
demonstrators, manuals, charts,
etc., that will illustrate and dem-

in to buy tires, that those things
which you want from tires and
cannot see, are actually there,"
and, of course, if it's U. S. Royal
tires you are looking at—you will
be able to see a little more of
those things you want than all
other brands of tires selling at
around the same price.

Overlooking the Obvious /

But getting back to the prin-'
ciple—some of you men may be
saying to yourself "So what, that's
obvious." Well, gentlemen, that
is one of the great troubles in
this business of selling: Too often
we overlook the obvious, and the
obvious, in many cases, is a very
important selling point.
A major problem with many

tire salesmen is to make them
realize that the things people
want from tires they can t see, and
that this being true, you can't sell
tires with conversation alone. In
fact I don't think you can sell
securities with conversation alone^
either. Since you can't see the
value in securities, you have to
prove to me that the value is
there before I'll buy, and this re¬

quires more than just conversa-.
tlOn! I
In the tire business there are

two big reasons why salesmen
overlook this simple principle
that "the things people want from
tires they can't see."
One reason is this: The problem

does not exist with all types of
merchandise. Take television sets,
for example. Go into a depart¬
ment store, an appliance store, or
a tire store, sit down, look at the
television set, and everything you
want you can see. For example,;
you can see the size of the picture,
can't you? You can see the de¬

sign and the type of the cabinet,
whether it is mahogany, walnut
or maple. You can see whether it
is a combination television-radio
or phonograph, or whether it is
just television. You can even turn

it on and see what is on the air;
and how clear the picture is.
In other words, everything you

want from a television set you,
can see with your own eyes.-

Therefore, the methods you use to ■

sell television need not be the •

same as in selling tires—you do,
not need a lot of demonstrators,
illustrations, etc. ' '
Here is another example—this

suit I have on. Before I bought;
this suit, I could see the color oL
it, couldn't I? The salesman said,
this suit was 200% wool. I said,
"How could it be 200% wool?"-
He said, "The sheep this suit camel
from led a double life." (Laugh—,
ter.) ■ <- ,

But, anyway, before I bought
this suit I could see the color of
it. I could see the style, I could
see whether it was single or4
double-breasted, and I could see.
the tailoring. In fact, I could even

try it on to see how it fit, and
with all that information to go by
—I know I should have known,

better. (Laughter.)
But with tires, the things you1

want cannot be seen, and there¬
fore, "the salesman has to prove;
it to you"—and that requires more s
than just conversation, it means

using the many sales promotions
ithms we provide the tire sales- *

man to demonstrate that the mile-)
age, safety, and comfort you want",
from tires, and can't see, are ac¬

tually there.
And here is another factor many

salesmen fail to take into consid¬
eration—and that is that two peo¬

ple can look at a product and yet^
not see the same things.
For example: when a tire sales¬

man looks at a tire on display he
not only sees the features of the
tire, but he also visualizes the
benefits of those features in his"
mind, because he knows tires. But.
he often forgets that all the cus¬

tomer sees are the features. Let
me give you an example of what -
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I mean. (At this point, Mr. Sharer
demonstrated by drawing a pic¬
ture on a large paper pad.) Now,
every man in this room is looking
at the same picture. I don't know
what you see, but I see a giraffe
passing a second story window.
-(Laughter.) • - '

I But - seriously, gentlemen, did
we all see the same thing, in this
case? No. And so it is with tires
and also securities. When you lay
some securities in front of a pros¬

pect, and then just talk about
them, remember all the prospect
sees is a few pieces of paper,' so:
you have to support your conver¬
sation with evidence that will
prove to the prospect that the
value he is looking for is actually
there.
*

As a matter of fact, gentlemen,
salesmen have five senses to ap¬
peal to. So analyze your product
and ask yourself these questions:
Can they see the benefits? Can
ihey smell the benefits? Can they
taste the benefits? Can they hear
the benefits?- And can they feel
the benefits? The larger the
number of senses you can find
ways to appeal to in terms of

benefits, the more chance you will
have to make your sale.
. With tires, the prospect cannot
see, taste, hear, feel, or smell the
benefits just by looking at a new
.tire on display and, therefore, we
Lave to use demanstrators, cross-
sections, mechanical devices, pho¬
tographs, manuals, charts, etc., to
help people visualze in their
minds the benefits of the features
which they want but can't see

with their eyes, and let me repeat,
gentlemen, it's the benefits that
people buy—not the product.

Dramatize Your Product

Another point, very important
in selling, is that when you are

talking product, dramatize it.
Salesmen many times have tre¬
mendous opportunities to drama¬
tize their product story yet do not
take advantage of it. Take the
case, back during the war, when
the rubber industry developed
synthetic rubber for tires be¬
cause of the shortage of natural
rubber, it was soon the talk of
•the country. Everybody wanted
to know about the new synthetic
rubber called G.R.S. Tire sales¬
men talked about it but few tried
to figure out a way to dramatize

'

the story. j
V But you can dramatize it. For
•example, I'll make some synthetic
rubber for you, right here before
your eyes. Here I have some Latex
synthetic rubber. Now I'll pour
it into this glass bowl. Now, here,
I have a special chemical which I
am also going to pour into-the
glass bowl — now we mix the
chemical and latex throughly, and,
believe it or not, the first thing
you know, we have rubber. (At
this point, Mr. Sharer took the
.rubber from the bowl, squeezed
out the liquid and bounced a rub¬
ber ball against the wall—then
threw it to the audience for in¬

spection.)
• Gentlemen, I made that demon¬
stration just to show there is a

way of dramatizing any product.
The secret is to take the time

to figure out a way to do it,
gather up the right tools, and then
practice your demonstration un¬
til you have it down perfectly.
Then, - and only then, are you

ready to make a successful dem¬
onstration before a prospect. That
is the way top-notch salesmen
handle their product stories, which
is one more reason why they are

top-notch. ' i

And so, gentlemen, let me say

again, in closing: During the ten-
session training course you just
completed Mr. Sutton gave you
all the priciples to follow in or¬
der to be a top-notch salesman,
and he told you how to apply
those rules successfully. I have
given -you a few of the rules to
follow if you decide to be just a
mediocre salesman. Therefore, I
leave you with this one final
-thought: The choice, gentlemen,
is in your hands. Thank you.

The State of Trade and Industry
(Continued from page 5)

mand for: such luxury items as jewelry, perfume and high-priced
garments was described as "poor" in most areas. " ;

STEEL OUTPUT CLIMBS TO 94.1% IN CURRENT WEEK

iThe price of steelmaking scrap, normally a good barometer of
future steeL business; has softened enough during the past three
weeks to give some observers the jitters. But indications are that
scrap market -weakness will have to last longer and be more pro¬
nounced than it has been before it can be called a sure sign of an
early decline in steel production, according to "The Iron Age," na¬
tional metalworking weekly, in its current summary of the steel
trade. ,■' • '•

Several factors point toward excellent steel business during the
'first quarter of next year and reasonably good prospects for the
entire first half, this trade paper notes.:' Most important, there has
been no increase-in- steel order cancellations in the past month, as
there was before the drop in steel output this spring. Mill schedules,
particularly on flat-rolled-products, are at least as heavy today as
ihey were during the second quarter of 1949, when steelmaking
operations averaged 91% of rated capacity.

"The Iron Age" scrap steel composite price, at $27.25 per gross
ton this week, is still above the September average of $25.66 per
gross ten. This figure (the average of No. 1 heavy meiting steel
scrap at Pittsburgh, Chicago and Philadelphia) began the year at
$43 a ton, held above $30 through March and drifted down through
the $20's until it hit the year's low of $19.33 at the end of June. After
this drop, the steel ingot rate fell from 82% in June to 71% in July.

Scrap prices remained at or near the year's low until August
when they—along with steel operations—moved up. The scrap com¬
posite softened during the steel strike, turned stronger in November
and then began to slip late that month from a November peak of
$29.92 a ton. On declines of $i.Q0 a ton in Chicago and Pittsburgh,
this week's scrap composite dropped 67 cents a gross ton. Other
markets were generally weaker too. y V-

The steel mill order pattern is still good, this trade authority
observes. Some companies are booked solidly through June on
sheets; others have not opened second quarter sheet order books-
but could fill them if they did.

i 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 94.1% of
capacity for the week beginning Dec. 12, 1949, an increase of
2.4 points or 2.6% from the preceding week's rate of 91.7%.

The above rate is the same as that attained in the week
beginning May 23; the previous high rate was 95.6% recorded in
the week of May 16, last. ' ^

This week's operating rate is equivalent to 1,734,700 tons of
steel ingots and castings compared to 1,690,500 tons one week ago.
A month ago the rate was 57.4% and production amounted to
1,058,200 tons; a year ago it stood at 100% and 1,802,500 tons, and
for the average week in 1940, highest prewar year, at 1,281,210

>■' tons. - -.:v;rv'-y'Y ■■ ;y

ELECTRIC OUTPUT SURPASSES ALL-TIME HIGH RECORD
SET IN WEEK ENDED JAN. 29

The amount of electrical energy distributed by the electric light
and power industry for the week ended Dec. 10 was estimated at
5,881,360,000 kwh., according to the Edison Electric Institute.

.This figure established a new all-time high record and
exceeded the previous all-time high mark set on Jan. 29 of this
year by 71,326,000 kwh. *

^ f It represents an increase of 138,445,000 kwh. above the preceding
week. 7y.'\' * V* v

It was 176,537,000 kwh. higher than the figure reported for the
week ended Dec. 11,1948, and 553,890,000 kwh. in excess of the output
reported for the corresponding period two years ago.

CARLOADINGS RISE 4.4% IN POST-HOLIDAY WEEK

.. Loadings of revenue freight for the week ended Dec. 3, 1949,
totaled 693,923 cars, according to the Association of American Rail¬
roads. This was an increase of 29,368 cars, or 4.4% above the pre¬
ceding week, which included Thanksgiving Day holiday.

It represented a decrease of 110,249 cars, or 13.7%, below the
corresponding week in 1948, and a decrease of 184,665 cars, or 21%,
under the similar period in 1947.

AUTO OUTPUT HITS LOWEST WEEKLY TOTAL SINCE
JULY, 1946' ''yy' ;yy ;":Vy' :

According to "Ward's Automotive Reports" for the past week,
motor vehicle production in the United States and Canada declined
to an estimated 53,982 units, the lowest weekly total since July, 1946,
from a revised figure of 72,994 units in the previous period.

The total output for the current week was made up of 37,299
cars and 10,845 trucks built in the United States and 3,265 cars and
2,573 trucks built in Canada. >

Model changeover delays and continuing steel strike effects
were blamed by "Ward's" for the week's low production.
The week's total compares with 124,041 cars built in the U. S.

and Canada a year ago and 95,990 units in the like week of 1941.

BUSINESS FAILURES LEVEL OFF y

Commercial and industrial failures fell to 191 in the week ended
Dec. 8 from 221 in the preceding week, Dun & Bradstreet, Inc., re¬
ports. Although casualties were considerably more numerous than
in the comparable weeks of 1948 and 1947 when 122 and 60 occurred
respectively, they continued to be noticeably below the pre-war tota
of 297 in the similar week of 1939.

Manufacturing failures dipped to 53 from 65 and construction
to 15 from 30, and hence accounted for most of the week's de¬
crease. The only increase during the week occurred in com¬

mercial service where 15 concerns failed as compared with 12 in
the previous week. An increase over 1948 prevailed in all lines
of business; it was relatively slight, however, in wholesale trade
and construction.

A marked weekly decrease in failures occurred in the Middle
Atlantic, East.North Central, South Atlantic, West South Central anc.
in therPacific states. Contrary to this general downward movement,
New England casualties rose to 33 from 14. All areas had more con¬
cerns* failing than a year ago.

WHOLESALE FOOD PRICE INDEX AGAIN SHOWS
LOWER TREND

The Dun & Bradstreet wholesale food price index moved slightly
lower the past week to stand at $5.76 on Dec. 6, from the revised
index of $5.79 a week^previous. It compared with $6.33 on the cor¬

responding date a year ago, or a decrease of 9.0%.
The drop originally reported in the preceding week's index

was attributed to a decline in tea prices. Actually there was no

drop in tea prices. The temporary slump that occurred follow¬
ing devaluation of the pound was quickly recovered and current
tea prices are at a level fully equal to those prior to devaluation..

WHOLESALE COMMODITY PRICE INDEX SHOWS EASIER TONE

The Dun & Bradstreet daily wholesale commodity price index
moved irregularly lower last week to close at 247.47 on Dec. 6. This
compared with 248.13 one week earlier and showed a drop of 8.7%
from the 271.12 recorded at this time a year ago. »

Grain markets as a rule were active and strong, supported largely
by improved export business and scarcity of oiferings in the cash
markets.

Speculative buying increased and all deliveries of wheat and
oats and the deferred contracts in corn sold at new high prices
for the year. j
Mill demand for wheat was fairly good. Marketings of corn con¬

tinued in good volume but demand was active and prices held at a
firm level. Farmers continued to show a disposition to withhold
iheir corn from the market. Receipts of rye were light and the mar¬
ket strengthened•- materially. Flour prices closed slightly firmer.
Export demand for flour was somewhat better and a moderate ex¬

pansion in bookings of hard wheat bakery flours was noted.
Under scattered liquidation, coffee futures worked lower the

past week, the S contract showing a decline of more than 2 cents
for the period.

Spot coffee prices were slightly easier although Brazilian markets
continued firm. The New York tea market was fairly active and
strong with spot supplies rather scarce. Primary tea markets quickly
recovered from the temporary slump which followed devaluation of
the pound. Current tea prices are fully equal to those existing be¬
fore devaluation and the trend appears to be toward, firmer levels as

supplies in producing countries continue to tighten. . , , - i

Spot and future cocoa prices turned downward in the week, re¬
flecting lagging demand and reports of increased supplies afloat from
West Africa and Brazil.

Trading in lard was small and prices held in a narrow range.
There was a broader demand for live hogs last week but prices con¬
tinued easy as market receipts rose to the largest in over five years.
Prices for choice fed steers continued to rise but shortfed steers were

lower as the result of heavier marketings.
Domestic cotton prices movedk steadily higher last week, the New

York spot quotation showing a gain of 42 points during the period.
Strengthening influences included the announcement by the -

Secretary of Agriculture of a cut of 20% in the 1950 cotton acre¬

age and the fact that the mid-November parity price for cotton
was unchanged from the previous month's level at 29.76 cents
per pound. ^

RETAIL TRADE SHOWS MODERATE RISE DUE TO HOLIDAY
BUYING—WHOLESALING UNCHANGED

Holiday buying of gift merchandise was noticeable during the
period ended on Wednesday of last week as total retail sales rose

moderately; dollar volume in the corresponding 1948 week remained
slightly above last week's figure, Dun & Bradstreet, Inc., states in its"
current review of trade. 'J .

Apparel was sold in increased amounts the past week; sustained
winter weather spurred the demand for fur-trimmed coats and other
seasonal wear. Hosiery and accessories were popular among shoppers
as Christmas buying increased. ;

Housewives bought approximately the same quantity of. food as
in the previous week.

The retailing of major appliances continued at a high level; >

television sets and small radios were in increased demand and
dollar volume remained above the level for the similar week
last year.

The consumer demand for luxury items such as jewelry and
cosmetics remained limited. Many large centers were experiencing
a seasonal interest in toys. ,

Total retail volume in the period ended on Wednesday of last
week was estimated to be from 1 to 5% below last year's level.
Regional estimates varied from the levels of a year ago by the fol¬
lowing percentages: ' -V

New England +1 to +5; Midwest, Northwest, and Pacific >

Coast —1 to —5; East and South —2 to —6 and Southwest —5 <

to —9.

While wholesale buying throughout the country continued steady
at last week's level, total dollar volume was moderately below that
for the corresponding 1948 period. More retailers were reducing
their current inventories this year than last year. The number of
buyers present at the wholesale centers rose slightly this week. '

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board's index for the week ended Dec. 3, 1949,
decreased by 8% from the like period of last year. In the preceding
week a decrease of 5% was registered below the like week of 1948.
For the four weeks ended Dec. 3, 1949, sales registered a decrease
of 7% from the corresponding period a year ago and for the year to
date a decline of 6%.

: Christmas buying in New York the past week spurted
forward, but notwithstanding this, dollar volume held under that
of last year.

According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period to Dec. 3, 1949,
decreased by 7% from the same period last year. In the preceding
week a decrease of 2% was registered below the similar week of
1948. For the four weeks ended Dec. 3, 1949, a decrease of 5%
was reported under that of last year. For the year to date volume
decreased by 7%.

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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How to Stop Socialism
(Continued from page 29)

tern, in terms everyone can un- lore Congress or any other legis-
- derstand and accept. | lative bocty votes on any measure

Each of us must do this, out o£!gttectinS °"r American economic
his own experience, in his own; system, we can act singly and
way, in terms of how it affects, tnrough organizations to let our
the lives of his listeners. It is a representatives know how we

r1-

l •

compelling story we have to tell
—a story we can be proud of.
Some one has called it "the

greatest untold story." The facts
of this story we have all around
us. What each of us has to do,-
is to weave these facts into a

simple,, straightforward, cohesive
message.
One point is important. Com¬

munication in this field is ab¬

stract, difficult and largely un¬

developed. t .

But let's tell this story to our

employees, to our customers, our
neighbors, our friends. Let's tell
it to all who will listen. Let's
reconvert those who have been

proselyted by our enemies,
i Numerous surveys have demon¬
strated the value of telling em¬

ployees of business and industry
the story of how the American
business system benefits the na¬
tion.; No other field is as fertile
and productive. Many are sow¬

ing the good seed in this field.
Everyone should.
Employees of business and in¬

dustry want the truth. Once they
have it, they can be extremely
potent salesmen of free enter¬
prise. w'.-'
A recent survey by Opinion

Research disclosed that 83%. of
employees who were uninformed
about the benefits of the Amer¬
ican ' economic system, • were

wholly or partially in favor of
government domination of busi¬
ness and the national life. Only
17% believed in anything like
what we call free enterprise.
•But among well-informed em¬

ployees, 75% upheld free enter¬
prise.; Only 25% could be
classed as partial or extreme col-
lectivists. :;' "v;':y.,
The media for getting "the

word" to employees are familiar
—employee publications, meet¬
ings. letters, foremen meetings,
employee education programs,
'and various other avenues of

communication. But the tech¬
niques using these avenues are
not easy, or well developed. This
is not a criticism. Rather, it is
a challenge to do a job as yet
undone. -'.; ^ (; '''V
Other opportunities exist in our

daily personal contacts with peo¬

ple who are not yet as steamed-
up over the situation .as they
ought to be. Especially, let's tell
it to the youth of. the country.
Then there are numerous organi¬
zations, from churches to lunch¬
eon clubs, where discussion of
current problems is encouraged.
Xet's avail ourselves of every op¬
portunity to tell them the story.
it may not be easy to bring

yourself to do this. And many
of your associates may feel un-
,sure about taking on the task.
But urge them to do it. They
soon will find they enjoy telling
people the story, and the listen¬
ers are grateful for the informa¬
tion they receive.
Telling the story is one kind

.of action we can take. There is
'another which can be summed up
'in my fifth suggestion:
, We must take a more alert per¬
sonal interest in government, and
implement our interest by per¬
sonal action.

It isn't enough to learn and
.spread the story of sound eco-
'nomics. To put- an informed
.'public opinion to work, we must
impress our opinions on govern¬
ment at all levels, from the
school board to the White House.
It is usually not possible to par¬
ticipate in government to the ex¬

tent of running for office, but we
can appear before legislative
'committees and accept appoint¬
ment to administrative jobs. Be¬

think and where we stand on it.

Unfortunately, the phrase
"write your Congressman" has
been bandied about so much that
too few people with our economic
leanings take the trouble to write
their Congressmen. But it's still
a sound idea—and an important
one.

.Congressmen report that the
bulk of their mail comprises let¬
ters asking for this, or protesting
against that. Not many "thank
you" notes com/e in. When a

Congressman votes the way we
think he ought to, let him know
we appreciate it.
The No. 1 control of the phi¬

losophy of something-for-nothing
is the control of governmental ex¬
penditures. ,

So, if there is one kind of leg¬
islation to which-'we all must pay
the closest attention, it is that
which makes possible the need¬
less spending by the government.
American businessmen, who

have demonstrated to the world
that salesmanship is one of our
higher arts, can find no better
use for their talents than in sell¬

ing the idea of economy and
reduction of spending by govern¬
ment. "

My sixth and final point over-
■

ays all the other suggestions and
:s partly dependent on them:
We must truly deserve the con-

idence of the people. ; "
We are all aware of the decline

in prestige of American business
leaders. Gwilym A. Price, Pres¬
ident of the Westinghouse
Electric ' Corp., ' has said that
"American business is now oper¬

ating in a climate so hostile to
enterprise that it is unable to
obtain its capital requirements
from the public." If we are to
change this situation it will re¬

quire a major effort on the part
of all of us.

Of course there is no substitute
for performance. „ Before we can
expect that the ,.people at large
will have full faith in business,
we must be sure that we are run¬

ning our own businesses so well
with proper regard for the public
interest, that we a deserve such
confidence. ' y i f y.K.:; • "
We also owe it to ourselves as

businessmen to let the public
know the value of our per¬
formance. This calls for alerl
and expert public relations. .11
means being a good neighbor—
and letting the public know we
are one.

' To change metaphors, you can'1
polish a rotten apple, but you
can take the wrapping off a sound
one. A-v.';. ■■ -v.
One of the most difficult as¬

pects of this problem of deserving
public confidence is the fact that
some businessmen are guilty of
the same derelictions they criti¬
cize in others. Some of them also
have the "gimmies." • • 1

The moral is obvious. Busi¬
nessmen must stop acquiescing in
government intervention which
doesn't seem to directly concern
them. They will have to quit
taking a handout from Uncle Sam
with one hand while they take a
poke at bureaucrats with the
other.. * ./••. y': y ;
These 'then are 'the" essential^

of the program which—as I've
said—have been developed from
the experience and suggestions of
many.

Let me repeat them:

First, we have got to get in¬
formed. We must educate our¬

selves on the economics of the
American system.

Second, we must recognize that
many proposals for reforming

r
. ' - T ,t . * *■ >

! the American economy stem from
j real problems.

Third, we must be for right
things, not merely against wrong
things,

Fourth, we must spread the
story of the American system, in
terms everyone can understand
and accept.

Fifth, we must take a more
alert personal interest in govern¬
ment and implement our interest
by personal action.
And Sixth, we must truly de¬

serve the confidence of the
people.
You no doubt have further

ideas. I will welcome them and
I hope all of you will tell me

here, or write me, any ideas I
can add. I want to do the best

job I can in carrying this story
to others.

One thing above all others is
vital. Any effort to preserve
"Our Way," or "Free Enter¬
prise," or "Freedom," is of no

importance if its objective is only
to save "our" business, or "our"
jobs, from nationalization,
whether "our" business is rail¬

roads, or steel, or medicine, or
electric power. Saving a busi¬
ness—any business—from nation¬
alization is important only be¬
cause saving it helps to preserve
freedom for every American citi¬
zen. '4?''-
If we plead what seem to be

our special interests, we will
surely fail. This is true of the
railroads, or doctors, or steel¬
makers, or bankers, or insurance
men, or any other group whose
particular < field of business is
being invaded by government and
is being nationalized by stages.

: We will get support from the
man in the street only when we
show him that after all it is he
who is being hurt and unfairly
treated. Not until we show him

that it is his savings and his chil¬
dren's future savings that are

today being taxed away from him

will he be on "our" side—which
is in reality "his? side—in this
fight for a iree America.

< A quarter century ago the late
Carl u. Thompson, organizer and
leader of the Public Ownership
League of America, issued this
manifesto: , , . ' . .

". . . The movement for pub¬
lic super-power becomes the most
vital phase of the public owner¬

ship movement. The control^ of
electric power . . . will ob¬
viously carry with it the control
of the industries of the nation,
the control of transportation, of
mining and agriculture. . . . It
will aiso dominate and determine

very largely the domestic life of
the people. . . . Electric power
is the key to the coming civiliza¬
tion. . . ."
All who believe in preserving

the American Way of Life and
Freedom of Enterprise cannot let
this key to freedom be wrested
from them.

w • .')■ ,

That would be bad—not be¬
cause it is bad for those in the
electric business—but because it
is bad for the people who place
dependence on our business
whether they be consumers,

workers or investors. It is not

"our" ox that is being gored—it is
theirs. And it is up to us to make
them see it. 1 1 » ,

The electric light and powei

business—large though; it is—i.£
small in the world scheme oi

things.
But we in this business know

we have a far greater obligatior
than just to save; our business
from socialization. It is our obli¬
gation to devote the best we have
in us to help save our customers
our employees, our communities
and our nation from the menace

of expanding socialization.
And it will only be when we

as individuals get the aid of a
host of other individuals that we
can win this struggle which seems
to be our particular struggle, but
which in reality is as importantly
theirs. y;.Jr: yh

Economic Factors Make a

Severe Depression Unlikely!
» ./ (Continued from first page) -;u /; y

ys after former wars, came from
the replenishment of depleted
stocks of consumer goods — in
homes, in retail andwholesale trade
channels, and in the inventories
of producing corporations. This
time, however, the void to be
filled was much greater than after
former wars because of the much

greater enforced curtailment of
n o r m al peacetime production
which this war had necessitated.

- This first phase of the process
is commonly referred to as filling
up the pipelines. It may be re¬
called that the view was widely
held that the slump would occur

as soon as these pipelines had
been filled. It turned out that

they were not only filled but con¬
tinuously refilled.

Replacement of Equipment—
A vast replacement or rehabilita¬
tion program occurred in the
realm of industry. The deteriora¬
tion of plant and equipment, re¬

sulting both from the passage of
time and intense use, had to be
made good promptly. In addi¬
tion. large business outlays were
involved in the readaptation of
plant and equipment as production
was shifted from war goods to
peace goods. Here again the situ¬
ation was like that after other

wars, only more so.

\Aid to Other- Countries—The
world-wide and. devastating char¬
acter of the conflict and the pre¬

eminent position of the United

States made it imperative that

foreign aid be expended on a

much vaster scale than was the

case in 1919. Moreover, economic
1 political conditions corn-

biped to make it necessary, to

continue such aid for many years

Capital Expansion — Following
hard upon the replacement of de¬
preciated and obsolete industrial
plant and equipment came a great
expansion of new capital con¬
struction. This capital expansion
movement marked what may be
called the second stage in post¬
war business development. In
nearly every line of American in¬
dustry productive capacity was
increased and in many lines very

sharply, notably in the heavy in¬
dustries. A substantial part of this
increase in capacity represented
the substitution of new and more

efficient plant and equipment for
old and obsolete types. This was

especially true in the railroad in¬
dustry, where the need for cost
reduction was so exigent that
rapid dieselization, for example,
was regarded as an imperative
necessity. Great expansion also
occurred in such basic industries

as iron and steel," the lighter
metals, automobiles, electricity,
end the electrical public utilities.
New industries also came over the
horizon and helped to crowd the
industrial stage. Finally, resi¬
dential construction, held in
abeyance by the depression as

well as the war, had to be rapidly
expanded to provide living ac¬

commodations for a greatly Jn-
creased number of families. In

this field the financing of the ex¬

pansion was facilitated by what
amounted to government under¬

writing of home mortgages. Fi¬

nally, the government expanded
its program of publfc construction.

The Upthrust of Consumer De¬
mand—The factor, of, paramount,

,t * 'i

and continuing, importance in the
postwar situation has been the
vast increase in the buying power
of the masses of American fami¬
lies. During the war period and
continuing into the postwar years
there was an extraordinary in¬
crease in the real standards of

living of the American people.
Despite the persistent agitation
over the high cost of living, the
position of working class families
has shown a remarkable improve¬
ment since 1939. This has been
due in part to the increased num¬

ber of workers per family, and in
part to the extraordinary rise in
wage rates. Aggregate wages have
nearly tripled. Tne cost of liv¬
ing rose roughly 70% .during the
decade; but weekly wages in¬
creased more than 120%. As a re¬

sult of these developments there
has been a vast upthrust of fami¬
lies to successively higher levels
of income.

. In consequence of this upward
movement, we find a marked in¬
crease in the percentage of total
income received by the interme¬
diate groups of from $2,000 up
to $7,500. There is a correspond¬
ing decrease in the percentage re¬
ceived by those having incomes of
less than $2,000; and there is also
a decrease in the percentage re¬
ceived by those with incomes in
excess of $7,500. In aggregate dol¬
lar terms the families in the $2,-
000 to $7,500 groups in 1929 re¬
ceived only $38 billion, as com¬

pared with $111 billion in 1946.

It was this rapidly rising level
of family incomes which provided
the basis for the expanded and
sustained demand for consumer

goods. The effects " of this en¬

hanced buying power in the hands
of millions of families was felt all
along the line—notably in better
quality meats and other foods,-in
household furnishings and sup¬

plies, in textiles, in a wide range
of luxury goods and services, and
even in high-priced durable .con¬
sumer goods. This in turn fur¬
nished the stimulus required for
a great increase in plant capac¬

ity.;:"; ^yyUyy^y;'
The industries themselves were

surprised by the continued mag*
nitude of consumer .demands. A

continuing stream of orders flowed
through the pipe lines,: calling
forth continuous and expanding
production. When one understands
that*the volume of consumer

goods purchased in domestic mar¬

kets rose between 1945 and 1948

by $50 billion and that meanwhile
foreign demand was declining, the
significance-of expanding mass

purchasing power becomes appar¬
ent. ■ ■ V:.:,.;/;;;V-V:; .yV-.' .V y; w. v-y'/V
The mcst intense phase of the

postwar boom occurred from mid-
1947 to mid-1948. During this pe¬
riod. large consumer buying in
domestic markets, increasing for¬
eign demands incident to the Mar¬
shall Plan, a bulge in farm prices
and farm incomes, and expansion
of plant capacity combined to pro¬
duce a super-level of business ac¬

tivity. Wages, farm incomes, and
profits reached

. levels scarcely
conceived possible.

The special combination of fac¬
tors . responsible for the super-
boom conditions of 1947-48 could

not, of course, continue indefi¬
nitely. Before the end of 1948 there
began an appreciable decline in
business activity accompanied by
greater sales resistance and weak¬
ening prices. This led shortly to a

widespread fear of a general eco¬
nomic collapse in 1949.

, . As a basis, for- appraising the
trends of 1949 and laying the
essential foundation for a discus¬
sion of the outlook for 1950 it will

_b$ desirable to present very brief¬
ly my appraisal of the situation
a year ago now. I noted, first,
certain unfavorable symptoms as

follows: (1) a readjustment in the
relations between supply and de*
mancl in many consumer lines; (2)
some tapering off of private capi¬
tal expenditures; and (3) the pos*
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sibility of further increases in
taxes, especially on corporations.
On the other hand, I noted sev¬

eral favorable or sustaining fac¬
tors: (1) the rearmament program
•—assuring a powerful demand in
the highly important metallurgi¬
cal industries; (2) an increase in
the real buying power of the
masses of urban consumers in

consequence of declining prices
of foodstuffs; (3) an assured hign
level of farm income'— an 11%
increase in physical volume of
farm products going far toward
offsetting the effects of price de¬
clines. I concluded my interpreta¬
tion a year ago as follows: "If
I had to strike a balance, I would
say that so far as economic fac¬
tors are concerned ihe prospect
for a high level of business for
some months to ccme appears

reasonably good.
"The real danger in the imme¬

diate situation is that the accumu¬

lation of soft spots, accompanied
by price declines, may—as aided
and abetted by business prognosti¬
cates — create a psychology of
waiting. If enough consumers and

producers postpone buying in the
expectation or hope that prices
will be lower later, a genuine
business slump could readily be
precipitated. Experience has am¬

ply demonstrated that once a re¬
cession movement is substantially
under way it can gain momentum
rapidly. Certainly in my thinking
I-do not rule out the possibility
of such a development in the
months immediately ahead. How?
ever, I incline to the view that
the sustaining factors to which I
have referred will prove of deci¬
sive importance."

1 ■. J , ' £ V' I'.'" '• '' '• 1 '•
The Recession of 1949

The recession of 1949 did not.

fortunately, degenerate into the
full-fledged depression which had
been expected or feared. Despite
the unfavorable business psy¬

chology of the first half of the
year and substantial reduction in
output in many, lines, the tide
turned; rather strongly in Mid¬
summer. The following data best
indicate the extent of the decline
from October, 1948 to the Summer
of 1949: L ; , C : . , ,

V 'ri -w' !. u'7 . { V'* "" * /i.\. './* v/Ct. 1J#4
Industrial production index..w..LL-1-L 1- 195.0

■; -Wages and salaries (lh billions)138.1 (
Employment (in millions) I 51.5
Manufacturers' sales (in billions)rLJ—__-- ^ 19.0

'

Wholesalers' sales — —--- ; 6.6
L Retail sales (in billions). — £L t 11.5
; Wholesale prices (raw materials). 44: 305.0;
Wholesale prices (manufactured products) 160.3
Cost of living index... 173.6

Oct. 1948 ' July 1949
161.0

133.9

49.7

17.1
; 4.9

10.2

247.6
149.4

165.0

A mere 12% decline in the in-iiri models. Employment has in¬
dustrial production \ index,, less | creased and in October was almost
than 4% in employment, and less as high as in the year preceding,
than 3% in wages and salaries . Sales of manufacturers' goods
is a very modest recession. * The
largest declines in the durable
goods field were in the following
lines: machinery, primary metal
industries, furniture and fixtures,
and lumber and wood products,

have risen to last Autumn's level.
The award of construction con¬

tracts has risen sharply, and the
number of new dwellings begun
in October was a third greater
than in the same month of 1948.

running from 15% to 25%; in the Department store sales are about
non-durable goods, the largest de¬
clines were in textiles, chemicals
and rubber products.
This recession was characterized

by a heavy liquidation of in¬
ventories in many lines, which
proceeded rapidly in consequence
of the well-sustained level of
sales at the retail end. The re¬

adjustments of 1949 resembled
those which had occurred in pre¬

vious years in special lines, no¬
tably textiles, and certain types of
household utilities. The chief dif¬
ference was in the much greater
number of industries affected.
In sharp contrast to the de¬

clines noted was the expansion
in two major sectors of the econ¬

omy. Motor output increased
from 110,000 per month in Oc¬
tober, 1948 to 148,000 in August,
1949. Consumer expenditures for
automobiles expanded from an
annual rate of $8.7 billion in the
third quarter of 1948 to $11 bil¬
lion in the third quarter of 1949.
Because of the ramifying impor¬
tance of the automobile industry
in the national econpmy it may, I
think, safely be said that we can¬
not have a severe depression dur¬
ing a period when the autmobile
industry is operating at high ca¬

pacity. This is certainly the case if
at the same time the housing in¬
dustry is prosperous. In my view
the high level of activity in these
basic industries served to arrest
the general downward movement,
to mitigate the prevailing pessi¬
mism, and to tide the economy
as a - whole over a precarious
period. , ' , •. .

The Late Summer and Autumn
Recovery

The recovery movement which
began in Midsummer has con¬
tinued through the Autumn de¬
spite the handicaps of work stop¬
pages in two of the country's ma¬
jor industries. The industrial
production index rose from 161 in
July to 174 in September and fol¬
lowing a bad October, caused by
strikes, is doubtless above that
level now. Motor output reached
a peak in September. and is still
high notwithstanding - numerous
readjustments incident to changes

10% above the level of last year.
Meanwhile, wholesale prices have
changed but little, while hourly
wages and weekly earnings have
risen slightly. ■' |

The Near-Term Outlook

i In view of the rapidity with
which changes may tend to come
in various sectors of the economy

it is necessary to review the busi¬
ness outlook frequently. One may
be fairly confident of trends for
a period of six months or even a
year and still be dubious about
the longer-term situation.
As I appraise the factors that

should prove of major importance
in the first half of 1949 the out¬
look for the first half of 1950 is
distinctly favorable. The impor¬
tant factors I would list as fol¬
lows:

. (1) The probable continuance
of a fairly high level of produc¬
tion in the automobile industry.

(2) A comparatively high level
of steel production and of activity
in the metallurgical industry gen¬

erally.

(3) A very high level of home
construction.

4) A very large program of
public works.

, (5) Relatively stable costs of
production and increasing effici¬
ency resulting from improved in¬
dustrial relations.

(6) Comparatively stable indus¬
trial prices.

(7) Expanding consumer de¬
mands in consequence of a high
level of employment.

(8) A temporary bulge in con¬
sumer demands in consequence of
the $2.8 billion of veterans' in¬
surance refunds in January.
As against these favorable fac¬

tors, mention should be made of
the following adverse elements:

(1) Some decline in farm in¬
come in consequence of lower
prices. L- < -

(2) A substantial falling off in
private capital construction as the
postwar expansion program is
here and there completed. It is
significant that current orders for

new capital equipment have re¬
mained low. * 1 V .

(3> The possibility of higher
corporate tax rates.

,:The favorable factors listed
above should at the minimum en¬

sure a high level of activity for
a period of six months.

The Longer-Term Outlook

For the balance of 1950 and
even beyond there are also a

number of favorable factors.

Among these mention should be
made of (1) the probable con¬
tinuance of a high level of con¬

struction, especially residential
and governmental; (2) compara¬

tively stable wages and a favor¬
able wage-price ratio—favorable,
that is, from the point of view of
consumer buying power; and (3)
a continuance of a high level of
activity in the non-durable forms
of consumer goods.
A general factor of importance

is a real improvement in busi¬
ness psychology. This is the result
of the fact that the well-adver¬
tised recessions of former years,
and especially that for 1949, did
not degenerate into thorough-go¬
ing depressions or a collapse of
the economic situation, generally.
The belief appears to be grow¬
ing in business circles that we

may escape more or, less indefi¬
nitely a severe business debacle^
This is helpful providing senti¬
ment does not promptly swing to
the opposite extreme and assume
that the blue sky is always the
only limit. Periodic recessions,
if not acute depressions, still ap¬

pear inevitable. • I
. As we look farther ahead the
unfavorable factors assume

greater weight. The following are
worthy of mention:

(1) An inevitable contraction in
the volume of automobile produc¬
tion sooner or later;
(2) A progressive curtailment of

new capital expenditures;
'

(3) An eventual curtailment of

the housing boom — though here
the decline may be postponed for
a year or so;

(4) A probable reduction in the
volume of exports, +as the world
situation improves, or grows

worse; ' 1
'

(5) Mounting costs of pensions
and other deductions which im¬

pinge upon the margin of profits;
and •• - / . '
(6) Persistent and mounting

government deficits, carrying the
threat of ever-higher taxes and
serving as a deterrent to future
capital commitments. ■
t As we look still farther forward

three factors in the general situ¬
ation, Which suggest the unlikeli¬
hood of a cataciysmic depression,
should be mentioned. :

The first is the rapidly increas¬
ing population, which increases
the need for a wide range of con¬
sumer products. , j
( The second is the high levels of
real income possessed - by the
masses of the people whose unful¬
filled consumer desires" are very
greatL *■/.; L'll:
The third is the strong finan¬

cial "■ position of business enter¬

prisers and oi' farrhers.'Except , in
the housing "field there has been
no over-extension of- -credit;- - orr
the contrary indebtedness is ''un¬
usually low. The; banking system
is strong and reserve power abun¬
dant'.'-; ' vLLL.v "•'/ r
,i Finally,» -government supports,
whatever their demerits from
some points of view, should serve
in a period of recession to check
the kind of market demoraliza¬
tion which we have''had in ?the

past. There is no virtue in a liqui¬
dation which reaches the stage of
demoralization and destroys real
market values and undermines
confidence in the future. A wise¬

ly administered support, coupled
w 11 h unemployment insurance
reserves and other savings, should
tend to mitigate the severity of

1 recesssions in the future.

Stanley J. Halle

Haifa & Sfieglitz
Celebrates 89 Years

' Halle & Stieglitz, members of
the New York Stock Exchange
and other leading securities and
commodities exchanges, will add
four.new part- .../:av
ners on Jan. 1, . '
1950, Stanley
J. Halle, sen-
i o r partner,
announced at
a banquet held
at the Wal¬
dorf - Astoria
ce 1 e brating
the firm's 60th

anniversary.
Members of
the firm and

staff attended.

The new

partners of the
firm which
has continu¬

ously operated under the same
firm name since its formation on

Dec. 15, 1889 and which is still
managed by members of the
founders' families, are Georges
Lurcy; Louis G. Strasser; Ernst
Radt; and William D. Prosnitz.
Louis Strauss will retire as a gen¬

eral partner and become a limited
partner as of Jan. 1, 1950. James
J. Ryan, Arba C. Ballard and
George W. Nubel, Jr. continue as
general partners. * ; L
Mr. Halle also announced that

the firm's New York office will
be moved to 52 Wall Street from
the present location at 25 Broad
Street, effective Jan. 1, 1950. The
firm also has an office in Newark,
N. J. at 744 Broad Street.

Halle & Stieglitz was formed
j by Jacques S. Halle, father of the
firm's present senior partner, and
Albert Stieglitz, father-in-law of
Mr. Strasser, one of the new part¬
ners. The ■ elder Halle, a native

| New Yorker, started his Wall
Street career as an errand boy

1 with Leopold Cahn & Co. He

worked his way up with that con¬
cern and in 1887 bought a seat on
the New York Stock Exchange.
In 1889 he formed Halle & Stieg¬
litz with Mr. Stieglitz. At the time
of his death in 1916, he was a

Governor of the New York Stock

Exchange and'Senior Partner of
his firm. His son became a part¬
ner in 1914. ' -

Prior to the formation of Halle
& Stieglitz, Mr, Stieglitz, a life¬
long resident of New York City,
was a partner in a textile business
founded by his father, and spent
considerable time abroad making
purchases for this business. He
was a member of the New York
Produce Exchange from 1880 un¬

til his death on April 28, 1936.
Halle & Stieglitz became a New

York Stock Exchange member
firm on March 15, 1890. The firm
was admitted to membership on
the New York Cotton Exchange
on Sept. 8, 1893; Chicago Board of
Trade. Oct. 4, 1909; New York
Curb Exchange Jan. 30. 1920; and
Commodity Exchange, Inc. Jan. 5,
1934. - L. '

Brief biographies of the four
new partners follow: ->/■'
v Georges Lurcy — of 813 fifth
Avenue, New York City, formerly
of Paris and now a citizen of the
United States. A well-known in¬
ternational banker, he was senior
partner in his own banking firm
in Paris from 1920 to 1933. A
graduate of the College Rollin in
Paris, he came to the United
States in 1940 and specialized in
the study of economics, graduat¬
ing frpm the University of North
Carolina in 1943 with an M.S.

degree. He attended Columbia
University from 1943 to 1944. con¬

tinuing this study, and was made
a member of the honorary society
of Beta Gamma Sigma.

Louis G.. Strasser—Before join-,
ing Halle & Stieglitz in 1918, was
a director and Assistant Treasurer
of Steinhardt Bros. & Company.

Ernst Radt—-Has been with the
firm from 1933 to date, both

abroad and in their New York

office, with the exception of three
years in the United States Army
Air Force.

William D. Prosnitz— Started
with the firm in 1932 and has

been especially active in its trad¬
ing and order department. He
served in the Army for three
years during World War II and
received his discharge as a second
lieutenant.

Haisey, Siuarf Offers
FennsySvania El. Bonds
Halsey, Stuart & Co. Inc. and

associated underwriters eh Dec.
14 publicly offered $11,000,000
Pennsylvania Electric Co. first
mortgage bonds, 2%% series due
Nov. 1, 1979 at 100.81%? and ac¬
crued interest. The group won
award of the bonds at competitive
sale on a bid of 100.3191.

• "Proceeds from the bond sale, as
well as funds from the!' sale of
new preferred stock, will be used
to reimburse the company's treas¬
ury for expenditures made since
June 1,1948 for new construction,
to repay notes the proceeds of
which were used for new con¬

struction since June 1, 1948, and
for "future construction. .;;
% Regular redemption prices for
the Bonds range from 103.81% to
100%? while special redemption
prices are scaled from 100.81% to-
300%.

. /■/;
: The company's principal busi¬
ness is the production, purchase,
transmission, distribution and sale
of electricity. It provides electric
service within a territory located
in Western and South Central

Pennsylvania extending from the
Maryland-Pennsylvania state line
northerly to Lake Erie, aggregat¬
ing approximately 12,800 square

miles, or about 28%? cf the area

of the State, with a population in
excess of 1,175,000, approximately
40% of which is concentrated in
30 cities'and 11 boroughs, all with
populations over 5,000.

H. Y, Inv. Associates

Elect Blancke Noyes
The Investment Association of

New York elected Blancke Noyes
of Hemphill, Noyes, Graham, Par-
sens &. Co. its President for the
ensuing year to succeed Stanley
A Russell, Jr., of Blyth & Co., Inc.
A graduate of Cornell University
and a member of the buying de¬
partment of his firm, Mr. Noyes
is the four President of the group,
which was formed in 1947 as the

Junior Investment Bankers &
Brokers Association of New York.

H. Grady Black, Jr., of Morgan
Stanley & Co., program director
of the group for the past year,
was named Vice-President; Syd¬
ney G. Duffy of Blyth & Co., Inc.,
Secretary; and Dean Witter, Jr., of
Dean Witter & Co., Treasurer.
Joseph Allen Lee. Jr., of Union
Securities Corp., H. Vernon Lee,
Jr., of the New York Curb Ex¬
change, Frank L. Mansell of Lee,
Higginson Corp. and Edward F.
Swenson, Jr., of Clark, Dodge &
Co. were elected members of the
Executive Board for one year.

The annual meeting and elec¬
tion of officers was held at the
Lunch Club. 63 Wall Street, and
was followed by the annual cock¬
tail party* at which the Associa¬
tion was host to its members.,,

Norman de Planque of W. E.
Huiton & Co. was Chairman of
the Nominating Committee which <

presented the slate of officers to
the annual meeting for election.

Shields Opens Branch
Shields & Co., members of the

New York Stock Exchange, an¬

nounce today the opening of an

office in the Hotel Biltmore,-un¬

der the direction of George C.

Schubert. *
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Tomorrow's

Markets

Waller Whyte
Says—
=By WALTER WHYTE=

Current market stand-off

may well be the beginning of
awaited down-turn.

Last week's market churned

around with some stocks go¬

ing up fractionally and others
going down. The sum total
amounted to a stand-off with

neither the bulls nor the bears

gaining an advantage.
* * *

In last week's column, I in¬
dicated the direction of the

next important trend. I've
seen nothing in the recent
market action to change that
viewpoint. According to Dow
theorists, the confirmation of
one average by the other is an
indication that the market
will continue in the direction

of the break-through.
❖ * *

I have no intention of quar¬

reling with this interpreta¬
tion. But I feel that some¬

where under this market

there is a lack of positive dy¬
namics that points to at least
a sharp sell-off before any
continuation of strength, will
be resumed. >:

. * * *;Vy

I realize this sounds like a

watering down of my previ¬
ous statements made here that
the market was close to a top
and prices would go down. I
want to clarify such misun¬

derstandings, if they do exist.
Two, three weeks ago down
signals began to appear all
over the list. It is possible
that my interpretation may be
at fault. But I have yet to see

a market with such signals
that didn't live up to them.
The question, of course, is
when will these be confirmed.

* * s>.

The "when" is always, or

practically always, a toss-up.
The "what" is more easily
answered. But when direc¬

tion changes are indicated it
is time to heed the signals and

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher & Co.
Members

View York Stock Exchange
New York Curb Exchange (Associate)

San Francisco Stock Exchange
Chicago Board op Trade

14 Wall Street New York S, N. Y.
COrtlandt 7-4150 Teletype NY 1-928
Private Wires to Principal Offices

'■ San Francisco—Santa Barbara
Monterey—-Oakland—•Sacramento

Fresno—Santa Rosa

let the "when" happen when
it will.

* * *

Sometimes, down indica¬
tions are gradually dissipatec
by dull, irregular markets
These may sometimes take
weeks. But even then the ma¬

jority of stocks must hold
above certain pre-determined
levels, to be in a position to
move again once the pressure
is removed. If stocks even

seep through support points
the whole burden of proof
shifts to the bulls.

* * *

As of this writing, many
stocks have reached certain

top objectives, subsequent de¬
clines run a little too deep for
comfort and ex-dividends are

now left hanging in mid-air.
I'm quite aware that tax sell¬
ing is a potent factor at this
time of the year, and also
aware that shorts with open

positions are covering. But be¬
neath this participation there
continue disquieting actions
that I interpret as bearish.
When these disappear, it will
be time to turn optimistic.

* * *

Meanwhile last week's ad¬
vice on the handling of stocks
held continues in force.

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.]

Wm. McCandiess Now
With Wm. H. Jones Go.

(Special to The Financial Chronicle)

LOS ANGELES, C A LI F.—
William W. McCandiess has be¬
come associated with William H.

Wm. W. McCandiess

Jones & Co, 215 West Sixth
Street, members of the Los An¬
geles Stock Exchange. He was

formerly trading manager for the
Los Angeles office of Sutro & Co.

Harley Rankin With
Goldman, Sacks S Go.
Goldman, Sachs & Co, 30 Pine

Street, New York City, members
of the New York Stock Exchange,
announce that Harley L. Rankin
has become associated with the
firm's Philadelphia office as man¬

ager of the securities department.
Mr. Rankin previously had been
with Girard Trust Co. as trust in¬
vestment officer and prior to that
he was with The First Boston
Corp. as assistant vice-president.

Herbert Anderson Dead
Herbert Edgar Anderson, part¬

ner in Green, Ellis & Anderson
of Pittsburgh, died Dec. 11 at the
age of 83.

Best
(Continued from page 2)

able to those who purchased even
at 1929 highs? < '
Investors still tremble at the

thought of the high prices of
stocks in 1929 and the following
panic. Few indeed are the stocks
which have again reached the
1929 highs, even after 20 years, and
many are selling today at but
fractions of those prices. .: >

Looking back 20 years, con¬
servative investors were attracted
by such stocks as du Pont, Gen¬
eral Electric, General Motors,
International Harvester and Proc¬
ter & - Gamble. One thousand
dollars invested in each of them
at the highest price in 1929 would
have been worth, at the highest
prices of each succeeding five-
year period, the dollar value
shown below: ; ■

du Pont

International Harvester

1929 1934 1939 1944 1949

$1,000 $460 $620 $720 $790

1,000 250 440 400 400

1,000 460 840 720 1,140
1,000 330 500 580 .600
1,000 450 670 " 600 860

Other conservative investors, at
the same time, purchased insur¬
ance company stocks, such as
those shown in the following list.
For comparative purposes I show

what happened to $1,000 invested
in each of these eight stocks at
the high price of 1929 and their
value at the high prices of each
succeeding five-year period.

1929

American Reinsurance $1,000
♦Continental Casualty
Federal Insurance

♦Fireman's Fund

♦Hartford Fire

♦Insurance Co. of N. A.„

St. Paul Fire & Marine

U. S. Guarantee

1,000

1,000

1,000

1,000

1,000

1,000

1,000

1934

$520
225

576

608

604

657

603

589

1939

$887
650

744

8001
885'

859

834

1,795 ■

„ 1944

$1,074
884

788

1,138
: 1,073

1,076

1,254

2,034

1949

$1,245

1,448

1,040

1,814

1,737
• 1,810

1,741

2,247
♦Values shown for 1949 have been reduced by the additional investment re¬

quired to exercise rights, as have values for any prior periods subsequent to
such rights. .. .

, yyy/yyyy/yy Vk-'" V--;--V.V:-7i'.i;:,..'V ,y'-v..roi v^ Viv

Of course, this comparison does
not apply to all industrial vs. all
insurance stocks. There are some

industrials which are selling
higher today than in 1929, but by
and large the comparison is heav¬
ily in favor of insurance stocks
and our experience has been that

well selected insurance stocks
under intelligent supervision have
been the most satisfactory me¬
dium of investment for both
our individual and institutional
clients and at this time we prefer
them to any other industry for a
true investor.

Louis C. Lerner

LOUIS C. LERNER

Lerner & Co., Boston
I feel that the outlook for the

cement industry is exceptionally
good for many years to come. In
particular I like the class B stock
of the River-
s i d e Cement
Co. A cus¬

tomarily cau¬
tious cement

executive

recently told
us that he

anticipates at
least four

years of pros¬
perity for the
industry in
Southern
C. a 1 i fornia.
These expec-
ations are

based upon
he large

amount of deferred road build¬
ing, housing construction, public
works, etc., etc. Even if we en¬

counter a recession, the demand
:or cement should stand up well
aecause of a large backlog of pub¬
lic works.

Cement is probably the cheapest
fabricated material known. It has
risen in price since 1939 by less
han 50% while the average of
all building materials has risen
by more than 125%. The low
abor costs involved in the use of
concrete and the low up-keep
costs which follow are giving
cement a great competitive ad¬
vantage.

Riverside's Area is Outstanding
Riverside's natural market is in

Southern California. It is the
argest manufacturer of Portland
Cement in that area.
The population of Southern

California has increased more

;han 40% since 1940, four times
as fast as the population of the
country as a whole. It is expected
'hat California will continue to

grow more rapidly than the rest
of the country.
There is certainly room for such*

a growth because its population
density is about one-third as great
as that of the Northeastern States.

It is axiomatic that population
growth results in a demand for
all kinds of construction. The
cement industry and therefore
Riverside Cement Company will
benefit from this growth.

Efficiently Managed, Low Cost
-

, . Producer .

Riverside Cement Company has
shown a profit in every year since
its organization in 1929, an un¬
usual and perhaps unique record
in the cement industry.
Its management is highly re¬

garded within the cement industry
itself. It owns abundant sources

of high grade raw materials. Its
recently modernized plant at Oro
Grande (which accounts for more
than half its 7,000,000 barrel an¬
nual capacity) is among the most
efficient in the industry.

Very Low Price-Earnings Ratio

The Class B stock is selling for
about twice its average 1947 and
1948 earnings. I believe that 1949
earnings are running ahead of
either of those years.

In studying Riverside's past
earnings, it should be remembered
that while those earnings were

relatively good, they were applied
to a larger capitalization and were

developed from a plant smaller
and less efficient than at present.

; Asset Value

The present net asset value of
the Class B stock is not shown by
the company's balance sheet, since
its fixed assets are carried at
about one-sixth of present repro¬
duction costs of $6.00 per barrel
of annual capacity. If we value its
fixed assets at only $3.00 per bar¬
rel of capacity, we find that a fair
asset value would exceed $30.00
per share. This in after giving ef¬
fect to all obligations, senior se¬

curities and thejr claims at face
value.

Voting Power Strong •

Ahead of the Class B are 9,000
shares of a $5.00 Preferred, call¬
able at $102.50, and 240,000 shares
of Class A stock, callable at $26.00
per share. The 345,000 shares of
Class B stock represent 58% of

the total voting power, whether'
or not there are arrears.

, < Class "A" Arrears Could Be
* Quickly Cleared 1 ♦

. There are unpaid dividend ar¬

rears of about $19.00 per share
on the Class A stock. These ac-'
cumulated because, for a number!
of years, earnings have been ap-
plied to the retirement of Pre--
ferred Stock and, since the war,;
to the modernization of the Oro'
Grande plant. At first glance,'
these arrears may sound high.!
But, if earnings are maintained-
at the 1948 rate—and we believe;
they will be—all debt and Class
A arrears could be retired in less
than 2 years. Payment of Class A-
arrears commenced within the last:
few months. : ..':y y yyy yy''.!!

Recapitalization Possible ; i \1

I - If a recapitalization plan should *
be adopted, the way could be:
cleared for almost immediate pay-'
ment of dividends on the Class B
stock. By giving Class A 4% notes
for arrears, resultant earnings per
share of Class B would be $4.91 at
the 1948 rate. If settlement were
made with a 6% Preferred or"
with additional Class A, resultant "
earnings for Class B would be
about $4.44 per share. In either
case, a $2.50 dividend rate would
be reasonable and leave substan¬
tial funds for retirement of such
notes or new stock.

.

! Potential Appreciation Even
Greater With No Recapitalization w

Another possible disposition of
the large earnings which are pil-.
ing up would be to buy in the1.
Class A. Assuming earnings at
the 1948 rate and repurchase of
the Class A at an average cost of
$35.00, all the Class A could be :

retired by the spring of 1953. This :

program would make the Class B y

stock sole owner of the company,
with an earning power of $5.00 to
$7.00 per share and possible mar¬

ket value of $50.00 to $70.00 per
share! yyyyyy ;y, .y yy,-:y'' y
Riverside Cement Class "B" '

(Common) offers a striking op- ;
portunity for those interested in *

large appreciation. This stock,
now selling around $7, earned
$5.22 in 1948. After careful study,
I am convinced that earnings will
be sustained at a high level for j
some time to come. - v v

WILLIAM L. REIMAN

Edward D. Jones & Co.

"; y of St. Louis ■ '
The stock I like best for the

future is Griesdieck Western ;

Brewery Co. common. The busi- ;

ness has been in operation for over :
90 years. Its '

principal busi¬
ness is the
sale of pack¬
aged beer,
under the

"Stag" and
"Hyde Park"
labels. Beer in
r e t u r n a ble
and non-re¬

turnable bot¬

tles, flat top
and crown

type cans, and
draught beer
under the

"Stag" and
"Hyde Park" - v /"/;■
brands is produced.
Two complete and modern plants "

are operated, one in Belleville,
Illinois, across the river from St. .

Louis and the other within the

city itself. Distribution is made

locally directly by the company; ;
in more distant areas by distribu¬
tors who are assigned a definite
territory. Six states, south, south¬
west and west of Illinois and Mis- :

souri are served by the company.

Capitalization is simple, con- -

sisting of 50,000 shares', of 5% ;
cumulative convertible preferred, -

$30 par, and 640,017 shares of ;

common, $2 par, held b^ approxi- *

William L. Reiman
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mately 2400 shareholders. The
preferred is convertible, share for
share, into the common and is re¬

deemable at $31 a share and ac¬

crued dividends.

Earnings for the 10 months end¬
ed Oct. 31, 1949 have been the
highest in the history of the
brewery, amounting to $4.10 a
share on the common stock after
preferred dividends for the period.
With the payment of 80c a share
on Dec. 19, dividends of $2 a
share will have been paid for
1949. The common is listed on

the Midwest Stock Exchange and
the New York Curb. It has ranged
from a high of 29l/z and a low of
19 Y2 for the year, recently trad¬
ing at 27. The preferred is traded
pver the counter, the last quota¬
tion being 30V2 bid, offered at 31.
The common yields over 7%,
hased on 1949 dividends.
Financial condition is excellent,

as of Oct. 31, 1949, cash and
equivalent amounting to $3,652.-
785.23. Total current assets were

$6,256,112.63 against current lia¬
bilities of only $465,224.98, a ra¬
tio of 13 to 1. . The company's
growth has been rapid; from a

Very small plant in the 1930's, it
has grown to 9th or. 10th in the
industry. From 1939 to 1948 sales
increased 450% from $4*/4 million
to $2334 million and for the nine
months ended Sect. 30, 1949, sales
were over $24 million.
The beer industry is a con¬

sumers' goods type of industry.
"Inventories of raw materials are

now readily obtainable and are

rapidly converted into the finished
'product. Bottles and cases'are in

plentiful supply and cans are

available in increasing amounts.
As a beverage of moderation, beer
is becoming more and more used
in home consumption. It is popu-
lan at picnics, outings and at ball
parks.
1

I base my conclusions that Gries-
edieek Western Brewery common
is my favorite stock on these rea¬

sons: (a) as employment figures
are large and wage rates of the
working people are the highest in
the history of,the country, con¬

sumption of beer will be high; (b)
if less favorable times are ahead,
beer is cheaper in comparison to
other types of alcoholic drinks. I
consider the beer industry in a
favorable position among con¬
sumers goods depression-proof
type of industries.

JOHN B. SIIOBER

Shober & Woolfolk, New Orleans

Your title "The Security I Like
Best" is a poser. Best for what?
Best for who? Best for what ob¬

jective? And do you mean for me,
... ; if I had $000

to invest, or
best for a cli¬
ent who seeks

my advice?
And the latter

brings on
more sub-

questions.
What relation

to the client's
other re¬

sources is the
amount in

view? Can a

modest busi¬

ness risk be

assumed or an
,. : , ; irregular divi¬
dend prospect, or should it be'a
seasoned, established security with
a dependable income? It is com¬

paratively simple to suggest a few
pets. We all have them. It is
easy to paint an alluring picture,
to be carried away by rosy pros¬

pects, but unhappily equally easy
to recall that several of these pets
have not done too well for those
to whom I have recommended
them in the past, including my¬
self.
It has been said that one of the

smartest ways to avoid answering
a difficult question is to ask an¬
other, as I have done. But with
an honest effort to say something,
I shall assume the question comes
from an investor who has other

means, who does not wish to as¬

sume a business hazard, but de¬
sires a fair income, not excessive,
but dependable, and growth in
value over a cycle, not in a mat¬
ter of months, and who will ignore
intermediate market swings and
who is investing for the horizon
with prudence and care.

Such being the case, my sug¬
gestion will not be bonds, either
Treasury or Corporation, nor will
it be preferred stock, nor insur¬
ance: nothing of the fixed interest
classification. Inflation, devalua¬
tion, reclassification—call it what
you will—is on the way, although
perhaps by imperceptible degrees.
There will be ups and downs in
the trend. There will be similar
hills and valleys in the graph. The
graph line is never ruler straight
—but the direction is always up-r
ward. The buying power of money
declines and the cost level of liv¬

ing rises, perhaps not from year
to year but from cycle to cycle.
So I shall suggest that my client

place his funds in one of the
better grade utility common

stocks, those serving a prosperous,
growing, and developing area. I
shall avoid those which serve an

area which has reached maturity,!
even though their statistical rec¬
ords may be better. I shall pay
more attention to this than I shall
to balance sheets and ratio of

bonds to stock though these will
be considered. I concede that the
matter of regulation and rate
control is not to be ignored, but
I feel that whatever the story
may have been in the past nearly
all state and municipal regula¬
tory bodies of today recognize that
their local utilities must be al¬

lowed to earn sufficient profits to
insure a high credit rating for
their senior ■. obligations.. The
power companies cannot keep
pace with the growth of their
communities unless they can raise
capital. To raise >capital X*they
need credit, and good credit. ;
Many of the newly created util¬

ity operating companies seem good
to me, particularly those which
have become available for public
ownership only recently because
of the dissolution of the holding
companies. There are many from
which to select: in my area—Mid¬
dle South, Southern Company,
others in Texas, elsewhere, too.
I think they are sound and good,
capably operated, aggressively
managed, paying a good and de¬
pendable return which will be in¬
creased in time. Not seasoned in
the sense of long time public own¬

ership, as the New England or
eastern companies are seasoned,
but more attractive because their
investment merit has not yet been
recognized and because for that
reason they can still be bought,
to keep, at prices which should
seem cheap indeed in time to
come. Patience will bring a good
reward, with a fair return in the
meantime.

John B. Shober

WML HAMILTON SWARTZ

Goodbody & Co. *+
New York City

We would like to change the
title to "One of the Stocks We
Now Like Best." Everyone of the
industry specialists on our re¬

search staff
had stocks to
recommend,
certain of
which would
suit some in¬

vestors better
than the
shares of Sin¬
clair Oil Corp.
discussed
herewith. 7.
We are pre¬

senting S i n-
clair, how¬
ever, because
we tend to

like stocks

that can be

bought "ex popularity" in the
hopes that some day they can be
sold "cum popularity." Any com¬

pany which covers all of our na¬

tion except the West Coast, which
has substantial «proven oil re¬

serves estimated around 700 mil¬
lion barrels, with leases on nearly
5 million acres, which has the
largest crude gathering pipeline of
any oil company in the country,
which has paid a dividend con¬

tinuously for 15 years but whose
stock is selling to yield nearly
9%, would hardly seem overbur¬
dened with popularity.
High yields are not quite as fre¬

quent in the market as they were
last Summer. In our view, the
overall market's rise of late 1949
had its stimulus in the wide dis¬
parity in yield between common

stocks and fixed income securi¬
ties. If depositors in savings
banks occasionally: move to an¬

other bank just for the difference
of V4 of 1% interest it was logi¬
cal that many investors would
finally begin to eye securities of¬
fering liberal return. Most of the
latter have now moved up. How¬
ever, Sinclair, whose $2 dividend is
more than twice covered by esti¬
mated 1949 earnings of $4.40 per
share (they were $6.77 in 1948 and
$4.38 in 1947) has participated
little in the market's strength this
Fall. This adds to one's feeling
the issue would not be too vulner¬
able in event of market reaction
yet in a trading market might
gradually pull itself up by its
bootstraps until its yield becomes
more comparable with other oils.
Note too that its dividend is paid
50c quarterly and does not depend
on any year-end extra as in some

other cases.

Internal changes in Sinclair are
favorable. The new president is
able and active and considerable
betterment of this company seems

possible over the next few years.
This year's good drilling record
reflects plans to develop oil acre¬
age holdings more aggressively.
The company's large lease hold¬
ings and many potential drilling
sites would .prove, of interest if
crude prices hold, while if crude
becomes cheaper, Sinclair could
benefit—once refined prices sta¬
bilize—because it is a large buyer
on balance. Also, the company's
30% interest in Richfield — car¬

ried on 1948 balance sheet at $12.5
million and worth about $47.0 mil¬
lion — gives Sinclair an indirect
share in the important Cuyama
Valley development in California
where much needed good gravity
oil was discovered in quantity.
Finances are ample with a

satisfactory insurance loan avail¬
able for its objective of more

than doubling its domestic crude
production in the next five years.
If the foregoing factors improve
this stock's investment rating only
moderately, then along with the
present high yield and longer-
term prospects it could prove an
attractive businessman's type
issue.

W. Hamilton Swartz

IMRIE de VEGII

Pell, de Vegh & Co., Inc.
New York City

The security I like best for the
future does not exist. The share
of stockholders in the national
income is certain to decline in the
long run.

Only special
situations can

hope to beat
the erosion
from time to
time. Any
special situa¬
tions are, by
their very

nature, tem¬
porary hold¬
ings.
' At present
the blue chips
benefit from
the spectac¬
ular boom in
the distribu¬

tion of mutual investment, com¬
pany shares to the public. Each
new subscription absorbs anotner
batch of suitable blue chips.
As long as heavy deficit-spend¬

ing continues, the liquidity of the
public will remain at a high level
and mutual investment company
shares will be easy to sell. During

Imrie de Vegh

this period blue chips are bound
to do marketwise very well.
As they pull out of reach and

people start looking for bargains,
the secondary issues are likely to
bask briefly in their reflected
glory.
The boom is, however, far from

young. The gap between bond
yields and dividend yields can be
narrowed by a decline in earnings
and dividends just as effectively
as by a further rise in equity
prices. One cannot rest easy
with stocks bought at Dow-Jones
196, even though over the next
few months they might show sub¬
stantial short-term capital gains.
Investing is a continuous pro¬

cess. <We have to assume that
any well managed portfolio al¬
ready includes its Goodrich,
International Paper, Minneapolis
Honeywell, or their equivalents.
The question is one of finding
equities that will do better than
the averages from here on, come
what may, not what would look
nice if one had it.

Youngstown Sheet and Tube
one can buy for its net quick
assets, with the entire steel busi¬
ness and $17 a share current
earning power thrown in free of
charge. Though Wheeling Steel
has a heavy pyramid and there¬
fore does not qualify, the stock is
currently selling at a price ap¬

proximately equal to the undis¬
tributed part of the last two years'
earnings. The entire pre-1947
company is thrown in free.
The whisky industry as a group

offers big assets and big earning
power at a low price. Distillers-
Seagrams has outpaced all its
competitors in the rate of growth
of its sales. It is selling at about
net quick assets and four and a
half times earnings.
Oils and metals are very vul¬

nerable to a decline. There are,

however, some that are very
cheap in relation to the Test of
their industry. • • -: v ::!
Amerada Petroleum is a crude

oil and natural gas producer with

a small capitalization and an im¬
pressive growth record. Produc¬
tion per share of stock has risen
in the past 12 years from 5.6 bar¬
rels per annum to 14.3 barrels per
annum. There is nothing to sug¬
gest that the limits of its growth
have been reached. The company
has no debt, It does not have
any investment in the expensive
and highly competitive business
of refining and distributing
petroleum products.
The American Metal Company

is an excellently managed and
highly diversified accumulation
of metal interests. It was put to¬
gether under different tax laws
than are prevailing today, which
is largely to blame for the result
that its common stock is selling
at a 40% discount from its break¬
up value. This discount is not
likely to survive a simplification
of the capital structure and of
the holding structure that are

long overdue.
The list could be lengthened.

Newmont Mining, with a superb
record of new development dur¬
ing the past 20 years, is an oil
and metal holding company also
selling at a discount below asset
value that is unreasonable.
The Sheraton Corporation is in

a business that is unpopular for
no other reason than that in the
decade before the war it did not
do well. Since then, demand has
increased many times and the
supply remained constant. It has
a pyramid, but it is selling at only
three times earnings.
In Solar Aircraft one has a di¬

rect means of participating in jet
propulsion. To go still further
afield, British industrials have
become very cheap in dollars.
These are the types of situa¬

tions among which the forward-
looking professional investor will
distribute his purchases, if he is
forced to spend cash at present
prices. The selection will be un¬

orthodox, but orthodoxy is
merely a concise term for losing
money in a respectable way.

Meeting the Demand for Security
(Continued from page 13)

gaining and also non-union white
collar workers.

Conclusions

To sum up, the demand for wel¬
fare protection does thrust very
serious and very complicated
problems upon you. At the same

time, it presents an opportunity
for your industry and your asso¬
ciation as an instrument of the in¬

dustry to keep the situation within
manageable bounds by making
these contributions:

(1) Creating and establishing a
framework for welfare coverage
which will rule out hairbrain de¬

mands, promise a stable and per¬
manent solution and yet leave
room for collective bargaining to
establish the basic character of

welfare commitments to be in¬
curred by each company and in
each local area.

(2) Achieve a spreading of risk
which will reduce cost.

(3) Make possible an economy
of administration which no one

company dealing with a number
of unions can possibly achieve for
itself.-

(4) Make any welfare commit¬
ments sufficiently flexible to be
sustained. This requires the tech¬
nical skill to build in protective
features which will protect each
company and the entire fund
against malingering, hard times
and other such hazards.

(5) Exercise leadership in meet¬
ing this problem in a way which
will give the industry credit for
doing the job, and give the indi¬
vidual employers value for the
money cost incurred. You can

strengthen the enterprise system
as well as your own industry and
its association and ward off politi¬
cal intervention by demonstrating
that there can be a voluntary so¬
lution to legitimate welfare de¬

mands. With the growing power
and strength of labor organiza¬
tions, one of the critical unknowns
we face is whether this strength
will be led in the direction of ever

greater conflict or in a direction
of constructive collaboration in

serving the general public. There
are labor leaders who want to

fight a class war, and there are
labor leaders who are genuinely
seeking a constructive sphere of
activity. You may be able to check
the labor leaders bent on class
war by showing the rank and file
the way to constructive collabora¬
tion. We must have faith that the
common sense of the rank and file
will curb labor leaders who are

bent on class war. By taking lead¬
ership in developing and offering
to unions a partnership in soundly
conceived and lasting welfare pro¬

grams, you can show a path to
fruitful and constructive collabo¬

ration to those union leaders and

members who are looking to move

in that direction.

Lindgren With Slayton
(Special to Th« Financial Chronicle)

KANSAS CITY, MO. — Axel W.

Lindgren has rejoined Slayton &

Company, Inc. of St. Louis. He
was formerly with B. C. Christo¬

pher & Co. and A. H. Bennett &

Co. In the past he was manager

of the Kansas City office of Slay¬
ton & Company, Inc.

With V. C. Weber Co.
(Special to The Financial Chronicle)

ST. LOUIS, MO. — Joseph J.
Motherway is now affiliated with
V. C. Weber & Co., 411 North
Seventh Street. -
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Indications of Current Business Activity
The following statistical tabulations cover production and other figures for the latest week or month available (dates
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are a3 of that date):

AMERICAN IRON AND STEEL INSTITUTE:

Indicated steel operations (percent of capacity)—
Equivalent to—

Steel ingots and castings (net tons)

.Dec. 18

.Dec. 18

Latest Previous
Week Week

94.1 , . 91.7

AMERICAN PETROLEUM INSTITUTE: ■»"'
Crude ojI and condensate output—daily average (bbls. of 42^ ^

Crude runs to^Btills-^daily average (bbls.) —— Dec. 3
Gasoline output (bbls. —Dec. 3
Kerosene output (bbls.)--—-—— —— Dec. 3
Gas, oil, and distillate fuel oil output (bbls.)— Dec. 3
Residual fuel oil output (bbls.) — — Dec. 3
Stocks at refineries, at bulk terminals, in transit and in pipe lines-
Finished and unfinished gasoline (bbls.) at,—- .—Dec. 3
Kerosene, (bbls.) at— —.— ———Dec. 3
Gas, oil, and distillate fuel oil (bbls.) at—-——r———Dec. 3
Residual fuel oil (bbls.) at - — :—.—Dec. 3

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars) ————Dec. 3
Revenue freight received from connections (number of cars)—Dec. 3

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- !
RECORD: "■ ■ * V

Total u. 8. construction— — 1 Dec. 8
Private constiuction .— — -Dec. a

Public construction - ; . Dec.. 8
State and municipal———'————— Dec. 8
Federal — Dec. 8

COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous coal and lignite (tons) Dec. 3
Pennsylvania anthracite (tons) — Dec. 3
Beehive coke (tons) Dec. 3

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS¬
TEM—1935-39 AVERAGE—IflO—_— — ; Dec. 3

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.) Dec. 10

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD-
STREET, INC —— -r Dec. 8

- ■ < r *_•' ' ; : .'• . .. .

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.)_ -Dec. c

. Pig iron (per gross ton)——. Dec. 6
Scrap steel (per gross ton)—- Jec. 6

♦1ETAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper— »
Domestic reiinery at , -

Export refinery at - _

Straits tin (New York) at-.
Lead (New York) at—— r.
Lead (St. Louis) at
Zinc (East St. Louis) at

Dec.

Dec.

Dec.
Dec.

Dec.

Dec.

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds-. .Dec. 13
Average corporate ——. - Dec. 13
Aaa, ——— — - Dec. 13
Aa ——— i Dec. 13
A — —; —— , ; ;

Baa - .

Railroad Group- — Dec. 13
Public Utilities Group — Dec. 13
Industrials Group Dec. 13

MOODY'S BOND YIELD DAILY AVERAGES:

Aa —

A —

Baa —-

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons) Dec 3

*

Production (tons) . "Dec. 3
Percentage of activity— ~ Dec 3
Unfilled orders (tons) at -————Dec! 3

OIL, PAINT AND DRUG REPORTER PRICE INDEX
AVERAGE=100

1926-38

.Dec. 9

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)—
Number of orders ; ; Nov 2r>
Number of shares i ' mov* ofi
Dollar value - "" nov.26

Odd-lot purchases by dealers (customers' sales)
Number of orders—Customers' total sales _ —

Customers' short sales
Customers' other sales —I—

Number of shares—Customers' total "saiesZZZZZZZZZZZ
Customers' bhort sales
Customers' other sales.

.Nov. 26

Dollar value —ZZZZ!
Round-lot sales by dealers—
Number of shares—Total sales—
Short sales ~ *" " ~
Other, sales — ; Z—ZZZZZZZ' """ """" '

Round-lot purchases by dealers —— —— —
Number of shares —

- Nov. 26
- Nov. 26
-. Nov. 26
Nov. 26

- Nov. 26
- Nov. 26
- Nov. 26

. NOV. 26

. Nov. 26

. Nov. 26

.Nov.26

NEW SERIES—U. S. DEPT. OF LABOR-
WHOLESALE PRICES

1926=100:
All commodities - .

— „

Varm nrnHn/-+e - —— —uec. b
6
6

Farm products —:
Dec

All commodities other Than"farm"and~foodsZZZ " rw' r
Textile products 0
Fuel and lighting materials Z ~ ""ZZ ""'oec*Metals and metal products-.
Building materials ——— .. .... uec.
All other ' Dec*

—— *
—.Dec.

Special indexes—
Grains
Livestock' — ZZ Z '
Meats -ZZZZZZZZZ" ^
Hides and skins Z ~ ~~~ " —~ —

— Dec.
..Dec.
_ Dec.

—Dec.

1,734,700

5,105,950
115,329,000
18,128,000
2,209,000
6,766,000
8,342,000

103,264,000
25,151,000
89,448,000
66,271,000

§693,923
§599,183

$302,115,000
78,490,000

223,625,000
52,942,000
170,683,000

9,250,000
1,017,000

6,000

448

5,881,360

191

t3.705c
345.88
327.92

18.200c

18.425c

81.000c
12.000c
11.800c
9.750c

1,690,300

5,191,830
5,331,000
13,204,000
2,033,000
6,971,000
8,104,000

104,917,000
26,069,000
91,795,000
67,087,000

§664,555
§613,494

3219.647,000
115,496,000
104,151,000
53,084,000
50,467,000

12,650,000
780,000

"9,700

330

5,742,915

221

3,705c
$45.88

$23.92

18.200c
18.425c

85.000c
12.000c

11.800c
9,750c

Month

Ago
57.4

1,058,200

5,135,600
5,314,000
18,460,000
2,114,000
7,196,000
7,728,000

104,257,000
23,399,000
92,038,000
69,192,000

§378,981
§518,055

$111,289,000
47,002,000
64,287,000
54,745,000
9,542,000

2,680.000
1,130,000

2,400

315

5.434,555

222

3.705c

345.83

$28.92

13.200c
13.425c

95.000c
13.000c
12.800c

9.750c

259,736
201,766

93

429,785

124.9

19,299
579,308

$23,143,575

22,436
203

22,233
613,731

7,829
605,902

$21,968,358

: 244,110

2T4Z1IO

180,340

151.0

154.0
156.6
145.1

137.5
130.3

168.9
189.6

115.8

161.3
186.5
209.1

203,3

164,709
199,368

90

374,036

124.5

25,417
755,910

$30,614,497

28,507
269

28,238
782,893
9,615

773,278
$28,598,905

278,910

278,910

284,410

151.4
155.3
157.9
145.1
137.6
130.4
169.2

189.2

116.5

162.3
187.8
211.2

202.9

275,815
203,035

99

439,423

125.5

25,158
769,079

$29,985,726

27,460
190

27,270
776,194
6,741

769,453
$26,597,740

263,590

263,590

253,810

151.5
156.7

159.3

144.8
136.7

130.3
169.3
189.3

115.7

154.1

191.8
212.0

204.3

Year

Ago

100.0

1,802,500

5,665,250
5,763,000
18,216,000
5,490,000
7,255,000
9,338,000

95,235,000
26,422,000
79,203,000
63,912,000

804,172
645,047

$83,693,000
30,500,000
53,193,000
46,968,000
6,225,000

11,812,000
1,139,000
154,200

485

5,704,823

122

3.720c
$46.91

$43.00

23.200c
23.425c

103.000C

21.500c

>21.300c
17.500c

104.32 104.24 104.25 100 8?

..Dec. 13 115.63 115.43 115.04 111.07

121.25 121.25 121.04 117.00
- 119.61 119.61 119.20 115.04

115.24 114.35 114.46 109.97
107.27 106.92 106.56 203.30

110.34 109.79 109.42 106.39
-Dec. 13 117.00 117.00 116.80 111.62
..Dec. 13 119.82 119.82 119.41 115.63

-Dec. 13 2.18 2.19 2.19 2.44

2.87 2.88 2.90 3.11
-Dec. 13 2.59 2.59 2.60 2.80

2.67 2.67 2.69 2.90
-Dec. 13 2.89 2.91 2.93 3.17
-Dec. 13 3.32 3.34 3.36 * 3.55

3.15 3.18 3.20 3.37
-Dec. 13 2.80 2.80 2.81 3.08
-Dec. 13 2.66 2.66 2.68 2.87

.Dec. 13 345.C 344.7 344.9 394.8

218,071
190,868

93

362,854

144.3

20.45C
586,166

$21,333,652

16,112
181

15.931

458,253
7,467

450,786
$15,561,038

120,450

120~450

223,150

••• Vj .

. 163.1
177.8

171.2

153.3
146,7
137.4

173.7
202.8
132.8

173.3
227.6
235.4

206.3

pears 1941 t/date!' Th^wejht^used ar^ased on the CrUde TUns** ^he weighted finished steel composite was revised for the
1246 to 1948 inclusive. fRellects effect Sept 1°, IM™** *W th® 7 yeara 1937 to 1940 toclUS*ve and

ALUMINUM (BUREAU OF MINES)—
Production of primary aluminum in the U. S.
(in short tons)—Month of September-

Stocks of aluminum—short tons—end of Sept.

AMERICAN PETROLEUM INSTITUTE—Month
01 September:

Total domestic production (bbls. of 42-gal-
■i' tons ■ each) ——i-'
Domestic crude oil output (bbls.)———
Natural gasoline output (bbls.)— _—,

Benzol output (bbls.)—-—.——--
Crude oil imports (bbls.)
Refined products imports (bbls.)—„w
Indicated consumption—domestic and export

Decrease—all stocks (bbls.) j.

BUSINESS FAILURES—DUN & BRADSTREET
•

k INC.-—Month of October:

Manufacturing number — ; --

Wholesale number —J.
Retail number — -

Construction number
Commercial service number — ^-r~\

Total number"

Manufacturing liabilities —^ — -—i
Wholesale liabilities ■—————i—-
Retail liabilities ... —— 1 —j.—

Construction liabilities 1—
Commercial service liabilities

Latest

Month

49,742
53,597

161,476,000
148,206,000
13,259,000

11,000
11,228,000
7,460,000

185.104000
4,940,000

■ ' 131
"

109

364
-

. 90
58

802

$11(897,000
2,927,000
5,833,000
1,989,000

- 1,248,000

Previous
Month

*52,001
♦48,407

161,246,009
148,192,000
13,043,000

11,000
12,795,000
6,249,000

191,089,000
10,749,000

183
. * 8^2

329

. ' 71
67

• ■ 732

$9,279,000
2,853,000
4,929,000
2,148,000
1.239,000

Year

Ago

53,255
10,455

174,580,000
163,037,000
11,515,000

28,000
11,428,000
4,402,000

175,120,000
1115,290,000

112

69

188
40

52

: . .

$14,160,000
2,139,000
5,917,000
1,135,000
77,709,000

Total liabilities — ——— $23,894,000 $20,598,000 $101,060,000

COPPER INSTITUTE—For month of Oct.:
Copper production in U. S. A.—
Crude (tons of 2,000 lbs.) —

Refined (tons of 2,000 lbs.» —

Deliveries to customers—
In U. 3. A. (tons of 2,000 lbs.). ——

Refined copper stocks at end of period (tons
of 2,000 lbs.) — ——

COTTON SPINNING (DEPT. OF COMMERCE):
Spinning spindles in place on Oct. 31——
Spinning spindles active on Oct. 31 J—
Active spindle hours (000's omitted 1 Oct.—
Active spindle hrs. per spindle in place, Oct.

DEPARTMENT STORE SALES—SECOND FED¬
ERAL RESERVE DISTRICT, FEDERAL
RESERVE BANK OF N. Y. —1935-39
AVERAGE—109—Month of Octcber:

Sales (average monthly), unadjusted—:—
Sales (average daily), unadjusted —

Sales (average daily), seasonally adjusted-
Stocks, unadjusted as of Oct. 31 —

Stocks seasonally adjusted as of Oct. 31—

EMPLOYMENT AND PAYROLLS-^!. S. DEPT.
OF LABOR—REVISED SERIES—Month of
September:

All manulacturing (production workers)
Durable goods —_— _______

Nondurable goods* —

Employment indexes—
All manufacturing — —

Payroll indexes—
All manufacturing

Estimated number of employees in manufac¬
turing industries—

All manufacturing ——

Durabie goods ———

Nondurable goods -----—

HOUSEHOLD VACUUM CLEANERS—STAND¬
ARD SIZE (VACUUM CLEANER MANU¬
FACTURERS ASSN.)—Month of Oct.:

Factory sales (number of units)————

69,061
86,882

108,192

164,464

23,315,000
20,215,000
8,978,000

409

*64,870
79,949

103,192

193,890

23,425,000
19,975,000
8,725,000

396

81,474
101,436

112,580

76,371

23,811,000
21,157,000
8,889,000

400

248 . 238 . *287

243 - 243 *281
219 ' ' 241 - *253
244 225

. *268
216 - 213 *237

11,760.000
6,057,000
5,703,000

143.6

334.7

14,307,000
7,413,000
6,894,000

• ■■■■ -

*11,561,000
*5,948,000
*5,613,000

*141.1

*322.8

►14,115,000
*7,305,000
*6,810,000

158.9

366.8

15,617,000
8,360,000

& 7,257,000

HOUSEHOLD WASHERS AND IRONERS —

STANDARD SIZE (AMERICAN HOME
LAUNDRY MANUFACTURERS' ASSOCIA¬
TION)—Month of October:

Factory sales of washers (units)—
Factory sales of ironars (units)—-——

INTERSTATE COMMERCE COMMISSION—
Index of Railway Employment at middle of
October (1935-39 average= 100)——

MAGNESIUM WROUGHT PRODUCTS (DEPT.
OF COMMERCE) — Month of September:

Shipments (in pounds)-—- -2

METAL PRICES (E. & M. J. QUOTATIONS)—
Average for month of November: :

Copper (per pound)— ■ f *
Electrolytic, domestic refinery-
Electrolytic, export refinery

Lead (per pound)—
Common, New York
Common, St. Louis ———

Silver and Sterling Exchange—
Silver, New York (per ounce)—__u———
Silver, London (pence per ounce)———
Sterling Exchange (Check) —

Zinc (per pound)—East St. Louis —

Tin (per pound)—
New York Straits —.— ———

New York, 99% min. (§§>—————
Gold (per ounce U. S. price)—
Quicksilver (per flask of 76 pounds)—^——

'

Antimony (per pound), (E. & M. J.)——
Antimony (per pound), bulk, Laredo—^—_
Antimony (per pound), in cases, Laredo—
Antimony (per pound), Chinese Spot —

Platinum, refined (per ounce)————
tCadmium (per pound).;——_—
tCadmium (per poundt— —

SCadmiuxn (per pound)——I-———
Cobalt, 97% —

Aluminum^ 99% plus, ingot (per pound)—
Magnesium, ingot (per pound)--—

STEEL CASTINGS (DEPT. OF COMMERCE)—
Mcnth of September:

Shipments (short tons) —-——

For sale (short tons) 1- -r-

For producers.own use (short tons)—■—_
Unfilled orders for sale at end of month
. (short tons)- —.—j —•—-

"Revised figure. tBased on the producer's quotation. fBased on the average of
the producers' and platers' quotations. SBased on platers' quotations. ^Domestic, five
tons or more but less than carload lot packed in cases, f.o.b. New York. **F.O.B. Port
Co'bume. N. S.. U. S. duty included §2Tin contained. Increase—all stocks.
ttPrelimibafy ligurcs. - - > ! • - • * / * *— ;

272,520 *250,036 281,573

333,728 357,281 382,400
36,045 27,700 38,517

t + 103.3 tt111.5 127.6

724,000 671.000 707,000

18.062c 17.325c 23.200c

18.290c 17.550c 23.425c

12.522c 13.420c 21.500c

12.326c 13.2300 21.300c

73.250c 73.250c 73.566c

64.000d" 63.887d 45.023d

$2.79750 $2.79600 $4.02750
9.750c 9.320c 16.786c

91.191c 95.720c 103.000c
90.191c 94.720c 102.400c

$35,000 $35,000 $35,000

$71,870 $73,000 $77,913
35.280c 36.580c 41.670c

32.000c 33.300c 38.500c

32.500c 33.800c 39.000c

Nominal Nominal Nominal

$69,000 $69,000 $93,000
$2.00000 $200000 $1.95652
$2.07500 $2.07500 $2.00652

$2.15000 $2.15000 $2.05652
$1,800 $1,800 Not avail.
17.000c 17.000c 17.000c
20.500c 20.500c 20.500c
40.000c 40.000c 40.000c

86,502
55,853
30,649

127,664

89,964
59,412
30,552

143,566

149,222
112,551
36,671

447,972
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As We See It
(Continued from first page)

ment finances as the President himself, and indeed as much
as any other man, for that matter, has been occupying his
time giving definite form to his own ideas about expendi¬
tures during the coming fiscal year. He has now "beaten
the President to it" by publishing what is becoming known
as the Byrd Budget Message. It is a relatively detailed
document constituting a specific answer to those advocates
of reckless public finance who are so fond of asking critics
to state precisely what outlays they would eliminate and
how they would reduce others. '• v >

Footing up Senator Byrd's columns it is found that
total outlays as he would set them out come to some $36,-
000,000,000 against upwards of $43,500,000,000 this year,
and in contrast to a total as large as that the President is
expected to ask for the next fiscal year. In presenting his
"Budget Message" the Senator explains its raison d'etre.
and it's rationale in these sentences quoted in the New York
"Times" by Arthur Krock:

"When Congress meets in January it must make
: the vital decision of whether to increase taxes by more
than $7 billion, retrench . t: or authorize expenditures

■

totaling more than $7 billion in excess of revenue and go

gayly along the economic primrose path of indefinite
deficit financing. Deliberate adoption by Congress of
the f latter] course in an era of peace aritifhigh prosperity
will shatter public confidence in Federal securities at a
time when the [national] debt is more than a quarter of
a trillion dollars.

"If $7 billion additional taxes were levied on cor¬

porations it Vgpuld be an increase of around 60% . . .
and a 40% increase on individuals.

"I submit that such a budget [Mr. Byrd's] would
be one of progress which would return the Federal
Government to its traditional role of fostering and stim¬
ulating our system of free enterprise . . . and that adop¬
tion of a policy of indefinite deficit financing . . . will
irrevocably commit this nation to ultimate socialism." ,

A "Head-on" in the Making
Obviously, a head-on collision is in the making not

merely between tv/o politicians, or two political groups or
parties, but between two schools of fiscal thought, as it were.
Indeed it is possible to go even further, and assert that
the conflict is between two notions or concepts of econom¬
ics and public welfare. One would not be overstating the
case, as a matter of fact, if one asserted that two basic
philosophies of life are about to face one another in the
halls of Congress. In view of the fundamental nature of
all this it is well to look into what the Senator has to say
with greater care than might otherwise be the case. His
budget is as follows:

Expenditures in Billions

Foreign __

Domestic—Civilian ___

Veterans

Defense _ ___

Interest on debt .

1949-50 1950-51

$6.3 $4.8
11.9 8.9

6.8

13.3 11.3

5.6 5.7

$43.9 $36.0\ Total
Here in summary form is the Senator's answer to

those who wish to embarrass him by obliging him to
say whose pay is to be discontinued or reduced, or who
must take his snout from the public trough. It is obvi¬
ous that except for charges on the debt, which are not
under the control (except by interest rate manipulation)
of the Government, each and every main category is
reduced in the Byrd budget. It is a courageous docu¬
ment. It errs, if it errs at all, on the side of conserva¬
tism in the needed treatment of the extravagance and
fiscal recklessness now rampant in Washington. For the
first year of such reform, however, it presents a definite
step in the right direction. If followed in due course

by further effort to reach the ultimate in prudent man¬
agement of the financial affairs of the nation in the
years ahead, it would mark the beginning of a movement
which future historians would acclaim as the salvation
of this nation and of the private enterprise system
throughout the world.

A Breath of Fresh Air

There is, of course, not room enough here to detail the
plans of this real fiscal expert in Congress. Suffice it to
say that he shows convincingly that what he proposes can
be achieved without reducing either the current strength
or the contractual obligations of national defense. Veterans'
hospitals, pensions and the like would remain much as be¬
fore. Essential public works—and, of course, one must con¬
cede that there are some public works which are essential

despite the fact that the profligacy of the past , decade or
two Has obscured the fact—-would be provided for. *

The proposed saving would be effected by the elim¬
ination of waste, extravagence and inefficiency in ad¬
ministration, for one thing. The Hoover suggestions are
cited to show how much in this direction could be done,
if there was really a mind for such a thing in the na¬
tional capital. The operations of the Reconstruction
Finance Corporation and the Commodity Credit Corpo¬
ration would be brought within reason. The*Post Office
would be put on a real business basis, causing the deficit
to disappear. What a breath of fresh air, after all the
smoke-filled rooms of economic nonsense and political
balderdash about the role of government in the eco¬
nomic life of the nation.

We Can't? We Must!

Political correspondents and others in close touch with
the political side of the nation in general, and in the Demo¬
cratic party in particular, are quoted as quite convinced that
such ideas as these will not make much progress. Such may
be the case. For our part, we wish we could feel more
confidence that they will. But the fact remains nonetheless
that these basic ideas, plus a determination to cut back much
further in government4outlay by abandonment of much of
the paternalism and socialism of the day, are about bur only
hope of staying out of the collective poor house in the years
to come. V,-• v-'*

The people themselves sooner or later will have to
make a decision as to what they want to do in the prem¬
ises. To continue to neglect the matter is to court dis-
'aster.]''-'• r^'V.v - •

Devaluation and European
Recovery

(Continued from page 3)
bitrarily scales down all foreign
debts, whether puplic or private,
expressed in the devalued curren¬
cies and not entitled to exchange
guaranties. It tends to domestic
inflation and the consequent de¬
preciation hr value of domestic
money contracts, wages, insurance
policies, annuities, pensions, sav¬

ings and bonded debt. Inflation is
a capital tax and an income tax,
indiscriminately burdening the
rich, the well-to-do, the thrifty,
and the poor and helpless. It is
the worst and cruelest of all taxes.

Devaluation a Symptom

Currency devaluation, moreover,
is the symptom of a disease; it is
not a cure. For a time, it may
stimulate exports, and it will re¬
tard imports, of the devaluing
countries, and so reduce their
trade deficits; but if costs and
prices are permitted to reflect the
devaluations, as they most prob¬
ably will after a time, these ad¬
vantages will wear away and
dwindle to nothingness, and the
.essential maladjustments will re¬
assert themselves unless something
effective is done to correct them.
These maladjustments have been
staring us in the. face ever since
the First World War.

Since the industrial revolution
a great part of Europe's business
had been to buy food and raw

materials, to feed her men and her
machines, from less industrialized
countries to the east and west, and
to sell back to them the products
of her factories. But even before
the First World War many Euro¬
pean countries had a deficit of
goods, a deficit in their trade bal¬
ances, which they covered by their
so-called invisible income, from
foreign investments, shipping, in¬
surance and banking services,
emigrants' remittances and tour¬
ists' expenditures. The First
World War left the world topsy¬
turvy. America, previously Eu¬
rope's debtor, suddenly had be¬
come her creditor; and Europe's
invisible income, her external
wealth, had been impaired. In
1918 it had already become a diffi¬
cult question whether the great
populations of industrial and ur¬
ban Europe could reduce their
consumption and increase their
production, and whether America,
with her great natural resources
and relatively small population,
could readjust her production and

increase her consumption to such
an extent as to bring the world's
trade into balance. The Second
World War further shattered the

European economy and shrunk
Europe's invisible income. Her
foreign and colonial wealth, ex¬
cept Belgium's has been further
impaired, and foreign debts and
demands for help from dependent
areas have taken the place of in¬
come. ^• v'/ Y v, V .•;'
Britain's Second World War

debts to the sterling area, the so-
called sterling balances, at the old
rate of $4.03 to the pound, were
some three times her First World
War debt to the United States,
which proved unbearable; and
some of her present creditors are
more intractable and exigent in
their demands than we were. The
inability of Britain to maintain the
value of < sterling was in large
measure due to her creditable, if
imprudent, effort to pay these
war debts—an effort which re¬

quired her to make exports with¬
out being paid for them, the
so-called unrequited exports. The
invisible income of Britain in¬

cluded the earnings of British
bankers, brokers, insurance men,
merchants and traders from their
innumerable services in the con¬

duct of the business of the world
throughout the world. British
skill and experience, and British
character, with thet support the
British Government gave to Brit¬
ons as they went about the world
on their business, made these
earnings an important factor in
the balance of payments. This
source of income has been im¬

paired by the war and postwar
unsettlement, by the loosening of
the bonds of Empire, by the in¬
convertibility of sterling, and by
nationalization, bulk buying and
other policies which tend to make
the services of these merchants
and traders and brokers and
bankers less necessary and less
profitable.,

Europe's monopoly of the man¬
ufacturing business of the world,
which was fairly complete in the
early days of the industrial revo¬
lution, and through much of the
nineteenth century, has disap¬
peared. Every nation everywhere
to a greater or less extent has
gone into the manufacturing
business or wants to, and wants
to beeome independent as far as

possible of imports from Europe.
President Truman's Point Four
will, if implemented, advance this
trend. The wars not only im¬
paired Europe's manpower and
plant, but greatly stimulated the
technological development of
American factories, mines and
farms; and diverted to us much of
Western Europe's purchases which
had formerly been made in East¬
ern Europe and the Far East. The
iron curtain and the military oc¬
cupation of Germany have bi¬
sected Europe's trade, Trade with
the Orient has been disrupted by
war and revolution in Asia. . ,

For these among other good
reasons Europe has a deficit .in
her balance of payments. Her
foreign wealth and income are

lost or impaired and her imports
exceed her exports. This is the
fundamental disequilibrium. Ho
export drive, no directed exports,
no export bonus, no devaluation,
no import restriction, can, with
the best will in the world, pro¬
duce net exports, if the people
consume more goods than they
produce. 'Only out of the surplus
production can net' exports be
made. So it is that Europe;is liv¬
ing beyond her means; and small
blame to her under all the cir¬
cumstances.

Spending more than her income
abroad has involved inflation for
Europe. Less blameless infla¬
tionary forces have been power¬
ful, too, and cumulative. Over¬
spending at home and inflation
lead to the distrust of paper

money, which the devaluations
will aggravate, and to difficulty
in capturing, in taxes and loans
from savings, money enough to
pay the governments' bills. Do¬
mestic deficits have to be paid by
printing 'more money, foreign
deficits by sacrifice of reserves
and borrowing and gifts.
Great capital expenditure was

necessary to repair war damage;
but the immense capital expendi¬
ture in Europe since the war on
public improvements, and on
plant and machinery, under five-
year plans or in a race to achieve
greatly improved methods of pro¬
duction by 1952, has been infla¬
tionary. It has diverted labor ahd
material from production to con¬
struction. It has increased the
peoples' spending power without
increasing the present 'supply ;of
consumers' goods, thus giving the
people too much money- to spend
and too few things to buy with it-
It is doubtful that all of these
capital expenditures will in the
end fully justify themselves.
When war shortages are satisfied
and the sellers' market is past and
all the new plants are in produc¬
tion everywhere, who will bhy
their product? ' ■ ' „ ,

Ordinarily we associate infla¬
tion with an unbalanced budget,
and with printing paper money
and creating bank credit tq fill
the gap between a government's
receipts and its expenditures.
That has been part of the trouble
in France. But England has had
a balanced budget or an approxi¬
mately balanced budget; and one
must pay deference to the British
people who have carried the
heavy load of taxation necessaiy
to balance the immense exoendi-
tures of the government. But too
much taxation is part of Britain's
trouble. It adds to costs and de¬
stroys incentive. Inflation in
Britain has been due also to the
fact that not only excessive! cap¬
ital expenditures but also sub¬
sidies, social services and civil
and military expenditures, how¬
ever necessary or desirable, add
to the people's incomes and.
spending power without adding
currently to the supply of con-
comers' goods for their use.
Meanwhile the controls imposed
by the British Government on
prices have enhanced the buying
power of the people by preventing
prices from reflecting the infla¬
tion which has taken place.
Itj<* times said that Europe

(Continued on page 42) 1
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Devaluation and European Recovery
(Continued on page 41)

will have to accept a lower stand¬
ard of living. Perhaps it is not
the peoples' standard of living
that is too high. It may be the
governments' standard of living
that is too high—just as it is here
at home. Governments spend too
much money. There are too many
civil servants, performing too
many useless; or obstructive,
tasks. There is too much govern¬
ment. What is needed in Europe,
I suspect, is even better pay, in¬
centive pay, for the workers who
really work, and greater mobility
of labor; and that the workers be
able to buy the things they want,
or their wives and children want,
with their pay. This is the in¬
centive that gets results.

Evidently a fundamental imbal¬
ance in the world's trade was the
underlying cause of the devalua¬
tions, and inflation the secondary
cause, while world opinion was
the proximate cause that precipi¬
tated them.

To .what extent will devaluation
relieve the problem? The 30.5%
depreciation • of sterling makes
possible a considerable cut in
British selling prices, and should
increase the quantity of their dol¬
lar sales; but whether Britain's
sales for dollars can. be in¬
creased enough in quantity to
much more than make up for any
reduction in prices is doubtful.
Britain's facilities, both in plant
and manpower, are pretty fully
employed, and she has been en¬

joying profitable sellers' markets
at home and in the sterling area
for what she can produce. Where
then are the goods to be found
that are to be sold in the difficult
dollar markets? American compe¬
tition will not long be idle; and
the American consumer may be
the chief beneficiary of cut prices.
On the whole it is not probable
that Britain will gain much from
increased exports to the United
States. On the other hand, the
30.5% depreciation of sterling re¬
sults in a 43.9% increase in the
sterling equivalent of our dollar
prices for British and sterling
area purchases here. This will
help balance Britain's trade, for
it imposes an obstacle to our ex¬

ports, in addition to existing and
proposed British quantitative re¬

strictions on imports, and the dol¬
lar scarcity. Nobody ought to
object to these British restrictions,
for there is nothing discreditable
or unfriendly about not buying
goods one can't pay for.
The deflations initiated by the

dear money policy—the 6% and
1% bank rates of the Bank of
England and the Federal Reserve
Bank—in 1920 and 1929 turned
the terms of trade in Britain's

*v?r'j That is to say, the prices
of food and raw materials, which
she imported, came down faster
and farther than the prices of
manufactures, which she exported
Now, however, instead of dear
money, the central banks are

keepmg money, cheap, and the
United States Government is sup¬
porting farm prices and stock¬
piling raw materials and doing
some deficit financing. All this
will tend to keep up the prices
of what Britain has to buy. But
the outer sterling area, which is
normally an exporter of food and
raw materials, should benefit bythe higher prices. It is hard to
tell where the advantage of the
terms of trade will lie.
There is not much reason to

expect any great flow of money
toward sterling now, such as oc¬
curred after 1919 and again after
1931, Then the pound was depre¬
ciated; it was not devalued but
allowed to float or drift down¬
ward. The gold or dollar rate was
established in a free market, by
the process of trial and error. Af¬
ter falling as low as $3.19 in 1920.
the pound came back to its old
parity $4.86 in 1925; and after

tailing as low as $3.14 in 1932 the
pound rose as high as $5.53 in
1933. As soon as the world be¬
came convinced after 1919, and
again after 1931, that the free
pound was undervalued, sterling
attracted flight money, the money
of speculators and investors all
over the world, who bought the
free pound cheap for a profit So
the depreciation of the pound in¬
fluenced the movement of money
as well as the balance of trade'
in favor of Britain. Now, how¬
ever, the pound is not free, but
is an inconvertible pegged cur¬

rency, and foreign investors who
hold sterling and sterling securi¬
ties have had their investments
frozen for years, and now deval¬
ued, and still they can't get their
money out. On the whole the
present sterling devaluation can

scarcely be expected to have the
consequences here or abroad
which sterling depreciation had
after 1919 and 1931.

Some persons propose the ho¬
meopathic cure, similia similibus
curantur, or a hair of the dog that
bit me. It has been suggested, in
the interest of the gold producers,
or in a spirit of good clean fun,
that the United States should de¬
value the dollar too, that is, pay
more than $35 an ounce for gold.
Let's make devaluation unani¬
mous, they seem to say. Thirty-
five dollars an ounce was the
price fixed in 1934. That price
was too high then, and it has re¬
mained high enough ever since to
make the United States the chief
market for the world's gold pro-^
duction. The Federal Reserve has
more than 55% gold cover for its,
currency and deposits. The legal
requirement is only 25%. It is
unthinkable that the United States
should set to.work to defeat the
foreign currency, devaluations, by
devaluation of the dollar, and thus
restore the overvaluation of for¬
eign currencies which their de¬
valuation was meant to correct.
It would be deplorable for the
United States, whose position as
a creditor nation is so strongly
entrenched, to engage again in
the futile race of competitive de¬
preciation which contributed to
the world catastrophe in the '30s.
If there is to be peace and recon¬

struction there must be faith in
somebody's money, some nation's
money. If there is to be a solid
rock on which to build our own

welfare and European and world
reconstruction, it must be the
honor and impregnability of the
United States dollar and its re-

deemability for settling interna¬
tional balances at the gold price
fixed in 1934. We should not raise
the gold price, and we shall not.
The Secretary of the Treasury has
again and again denied any in¬
tention to do so and the President
himself has spoken wisely and
decisively on this question. Let
us hope that will end, this non¬

sense.^ Nor should we put gold
com in circulation; we should
keep it m reserve to settle inter¬
national balances. Do let's let our
money be.

other remedies may there
trade in Eur<>Pe, lower

tariffs, the removal of embargoes
and quotas, and convertible cur¬

rencies, are most desirable. But
let us not exaggerate what free
trade within Europe can do nor

orget that it is free trade with us
that Europe needs to close the
dollar gap. Europe is densely
populated and highly industrial-
zed, and her problem essentially
is to make exports to the dollar
area to pay for the food and raw
materials which she must import
iroin the outer world. Indeed too
much mtra-European trade may

frn +£eeded labor and materials
. m the necessary task of mak¬
ing exports to the outer world,
and leave a yawning dollar gap.

Fi,rir°n^er and better integratedEm-ope is greatly to be desired,
but the solution of the European

economic problem is not intra-
European trade, but extra-Euro¬
pean trade. It is hard to see how
the consolidation of the dollar
deficits of the deficit countries
can reduce the dollar deficit
Some go further and demand a

Western European political or
economic union. That seems

hardly feasible in time to solve
Europe's problem. The analogy
to our Federal union, our great
free trade area, is imperfect. Our
people had one language, one lit¬
erature, one common law and one

King when they rebelled and
formed a confederation which
later became a union. Even so it
took 90 years and a civil war to
confirm the union. Free trade
within the United States has been
a great blessing to us. But we had
no established manufactures to be
displaced when we adopted that
great principle. Europe, however,
has an economic history; it has
been* a going concern for a long
time. The removal of quantitative
barriers and lowering of tariffs
seems feasible, but free trade as
we have it within the United
States might mean that some pro¬
tected industries would collapse
m Europe. How then are the
necessary migration and resettle¬
ment of laborers from the aban¬
doned inefficient plants to be
«rranged? Must these newly dis¬
placed persons learn a new lan¬
guage, a new patriotism? If
nationalism is discarded, what
substitute is there for patriotism
for the love of country? Can the
whole of Europe be of one lan¬
guage, and of one speech? Or can
a polyglot European Union main¬
tain democracy and freedom and
quicken the peoples' blood and
warm their hearts? It seems that
a too hurried union would involve
a great upheaval; and this at a
time of trouble, when every min-

UuG <:aun*:s anc* every disturbance
should be avoided. European
union may come by evolution. It
can't come by fiat. No shotgun
wedding will do the job.

Political Union Needed

Monetary union without politi¬
cal union is impossible. There
cannot be a common currency
without common sovereignty
and a common parliament and
common taxes and common ex¬

penditures. The very life of the
government of any nation, and the
welfare of its citizens, depend on

L -! uof money and cred*twithin its borders; and the value

wav LTneyf depends upon theway that control is exercised. To
put these at the disposal of a

foreign nation or committee of
foreign nations would be suicidal.
It neither devaluation, nor intra-

European trade, nor union now
will solve the problem, what then'
can be done? First and foremost,
for our own sake and Europe's
^ake we should manage our own

economy so that it will continue
to grow and prosper, but without
inflation. Nothing more certain¬
ly will precipitate disaster in
Europe than a depression here, or
a boom and bust here. Our fiscal

*ury policy must be a
middle-of-the-road policy, avoid-

cleflartio0nOUSly b°th inflation and
We should be more liberal in

regard to ,the movement across
ur rentiers of men and of trade
and of money. We should open
our doors a little wider to desir¬
able immigration. We should let
Europeans earn dollars from their

banking' insurance and
Sservices,if they can, in

tree and fair competition. We
should eliminate our own subsi¬
dies and quotas. We should fur¬
ther reduce our tariffs, all across
the board, unilaterally, to the
point where they let more goods

!ffe ^ 3,CJeuit0J nation> our tar¬iffs should be for revenue only
except where needed to protect
industries essential for the na¬

tional defense. Merely reciprocal

reduction of tariffs is inadequate
to the present situation, for it
means we hope to increase our

exports as much as our imports.
What we need to do is to increase
our imports more than we in¬
crease our exports, if we are to
reduce the dollar gap.
Private American foreign in¬

vestment would help. Indeed, the
fundamental trade disequilibrium
is so great that the international
accounts can scarcely be balanced
without great American invest¬
ment overseas, both public and
private. There has been some di¬
rect investment by American
companies and will be more no

doubt. The more the better. But

private American investors whose
foreign investments have been
frozen for years, and are now

devalued, and are still frozen, will
be slow to make much more such
investments. Surely in vain the
net is spread in the sight of any
bird. We are told foreign coun¬
tries must not be exploited for
profit. In the experience of Amer¬
ican investors it has been too often
the case that American capital
sent abroad has been not the ex¬

ploiter but the exploited. It has
been subject to excessive taxa¬
tion, to default, confiscation and
repudiation, and now to incon¬
vertibility and devaluation. If
American • foreign investment is
to be encouraged, our governmeni
and foreign governments must re- j
verse their policies and give firm
assurance to American investors
that their investments will be re¬

spected and protected, and that
they may hope to profit by them,
and collect their profits. Other¬
wise, indeed, our government
should discourage American for¬
eign investments, whether in de¬
veloped or underdeveloped areas.

Our Help Needed - i

Until currencies are convertible
and government policies are more

helpful to private foreign invest¬
ment, our government will have to
continue to help to fill the dollar
gap. Our postwar loans to Britain
and France and other European
countries, whether made by our
government or by our wholly
owned governmental agencies,
should be extended, principal and
interest, or cancelled. Let us fol¬
low the precedent of lend-lease
and Marshall aid rather than the
less happy precedent of the First
World War debts.

'

Marshall aid must continue at

least until 1952. The problems of
each country should be dealt with
practically, in the light of its own

peculiar requirements and our
own national interest. Britain has

problems quite different, from
those of any other country. Her
currency is a key currency. She is
banker for the dollar pool. She
alone incurred a great external
war debt, the sterling balances.
These should be scaled down and

funded; and we should help ar¬

range it.- If that results in hard¬
ship in special cases the United
States should lend or grant money
direct to the sterling area coun¬
tries concerned for urgent needs.
France has no foreign war debt
but a heavy postwar debt to the
United States. She lives in the

memory and under the shadow of
invasion and occupation. She has
no permanent problem of balanc¬
ing her international accounts. But
France has failed for a long time
to balance her internal budget and
to maintain the soundness of her

currency, and still needs our help.
Italy has recently pursued a clas¬
sically sound fiscal and monetary
policy, but has a chronic unem¬

ployment problem. Holland suf¬
fers from the burden of her losses
in Indonesia.

% Capital Expenditures Must Be
Curtailed

Capital expenditures of most
European countries, and their im¬
ports of capital goods, should be
drastically curtailed. Our aid
should be increasingly restricted
to necessary purchases of food and
raw materials and, where ade¬
quate measures are being taken to
achieve balanced budgets and bal¬

anced international accounts, t
support currency convertibilit
Some continental countries shoul
be nearly self-supporting by now
They will not be fully self-sup
porting until compelled to be b~
shrinkmg our aid, which has tend
ed to continue after the war th
undue concentration on the Unitec
States of European purchases. ;
In view of all these considera

tions, it would seem well to alio
the able administrator of Marshal

tetitude in allocating t
the European countries w h a

money Congress decides to grant
to be spent pretty much as he ma
deem best. Too great specifieatio
about what European countrie
may buy must lead to waste an

inefficiency. Indeed, it would
much better if the money grante
were not spent at all but wer

added to the European countries
gold or dollar reserves, and use
to support their currencies in for
eign exchange when the nee

arises. :

: We might well take a furthe

step toward currency stability an
offer continuing aid specificall
for exchange support at approve
rates to those nations which sto

inflationary expenditures, balanc
tneir budgets and their current in¬
ternational accounts, and (whil
restricting export or flight of cap
ital) make their currencies freel
convertible for current transac
tions. Such a plan would offer a
s rong incentive to the nations to
achieve convertibility. With na
tions as with men, the incentive;
system.is more effective than the
lecture system. Nobody disputes
the desirability of restoring a sys¬
tem of multilateral trade and pay
ments, but many experts doubt
that the world will have the eco¬

nomic strength and flexibility to*
restore such a system in the near!

' on the other hand, doubt;
that the world can recover eco-^
nomic strength and flexibility un-f
til a system of multilateral traded
and payments is restored.

Though the Economic Coopera-

ioko A^^^^^h'ation is to end in'
1952, it is unduly optimistic to-
suppose that all aid to Europe can-
stop short then. The aid we giW
should be reduced gradually froto
year to year and be spread over a

greater number of years. Abrupt
ation would mean that all

the $30 billion or thereabouts we

have spent or promised postwar,
through UNRRA, direct govern¬
ment loans, World Bank, World
Fund, Export-Import Bank, Mar¬
shall aid and military aid, might
be wasted and we might lose the
cold war. Our aid must taper off,
not just stop. In spite of war's
dreadful losses and war-weariness,
Europe has made immense strides
since the war. American aid, and
notably, the brilliant and nobly
conceived Marshall Plan, have
contributed greatly to this prog¬
ress. ?y.:. J

Though we must help her on
the way, Europe must save her¬
self in the end. Her chief contri¬
butions to recovery must be bal¬
anced budgets, greater production,
greater, savings, greater freedom
and greater enterprise. Europe
cannot recover without stopping
inflation and establishing mone¬
tary order. Europe cannot recov¬
er,- until mobility is restored to
capital and labor, nor until the
direction of the effort of both is
determined by prices and wages
instead of by politicians and.civil
servants. Europe cannot recover
until the price system, the profit
and loss system, the incentive sys¬

tem, are restored, and competitive
enterprise and risk-taking replace
controls by governments, by car¬
tels and by trade unions. We can

help Europe to survive, but only
she herself can do what is neces¬

sary to recoyery. The mistakes
being made in Europe, however
great they may be, are, like our

own, still the mistakes of free peo¬
ples, made by their own choice,
and, above all else, they remain
free and free to change again. It
is in our interest to defend their
survival with our resources and
our might.

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



Volume 170 Number 4864 THE COMMERCIAL & FINANCIAL CHRONICLE (2427) 43

How to Obtain
(Continued from page 6)

States to make more adequate
provision for aged persons, blind
persons, dependent and crippled
children, maternal and child wel¬
fare, public health, and the ad¬
ministration of their unemploy¬
ment compensation laws; to estab¬
lish a Social Security Boar,d; to
raise revenue; and for other pur¬
poses." /;•

As you are familiar ;<vith the de¬
tails of the measure and the prin¬
cipal features of its 'operation, it is
not my purpose /to mention them
in a comprehensive manner here.
The Act dees not apply to all
persons in the United States; the
coverage is strictly limited to
those mentioned in its provisions.
Funds for the payments to bene¬
ficiaries, who qualify for old-age
assistance, as set forth in the plan,
are raised by taxes levied, in like
amount, upon employees and em¬

ployers. Significantly, with re¬

spect to old-age benefits, this is
a contributory pension plan, in
which the equal participation of
the individual is provided by de¬
duction from earnings and sent to
the United States Treasury by the
employer, along with his match¬
ing payment. Thus there is in¬
voked, by the Federal Social Se¬
curity Act, an element of per¬
sonal thrift, and some degree of
individual responsibility in pro¬
viding for one's own needs beyond
the age of retirement.

There are proposals to extend
the activity of the Federal Gov¬
ernment in the field of social se¬

curity. At present the movement
to change the provisions of the
Act of 1935 and enlarge the scope
of its coverage has carried the
pertinent legislative phase a part
of the way through Congress. This
matter will be on the calendar
for further attention early next
year. Over and beyond that meas¬
ure, there are appearing, from
time to time, various pronounce¬
ments, mostly from political
sources, which with characteristic
restraint would promise more and
more benefits to all of our popula¬
tion, throughout the span of life.
Quite recently a prominent Wash¬
ington official advocated the
adoption of plans by the govern¬
ment whereby substantial pen¬
sions would be paid to everyone
in the land beyond the age of 65
years. One of our more conserva¬

tive public servants, a Senator
has pointed oat that such a propo¬
sition would require the expend¬
iture of an estimated additional

$12 billion dollars per year, and
that with our tremendous tax bur¬

den, national debt, and current
annual deficit, we might not be
able to afford it. There is ap¬

parently no limit to the generous

things which might be done by
government, with lavish hand, as

long as the wherewithall to pay
for them is available. At least there
is no apparent limit to the propos¬
als for ever higher disbursements.
But with the camel's back already
sagging, and the spectre of def¬
icit financing presently in view
during a period of comparatively
high national prosperity, many

persons are naturally nonplussed
at the prospect, or even the sug¬

gestion, of greatly increased ex¬

penditures, because of their effect
"

upon both the economic stability
of the nation and the financial af¬
fairs of its citizens. Social bene¬

fits will be dearly bought if the
prices paid for them is general
economic stringency. We wonder

whether, under any such event¬
uality, social security could be
called security at all. There are

certainly limits ; beyond which
even a powerful government can¬
not safely go. " ' : -

American Industry Not Newcomer
In Social Security

; American industry is not a
newcomer in the field of social

security. For many years, numer¬
ous industrial organizations in

this country have sponsored and
operated pension plans and other
programs of social benefits. Some
of these plans have been financed
wholly by the employers, others
have made provision for partici¬
pation by the employees, in which
case the contributor maintained
a vested right in his contributions.
In different companies the terms
and conditions, as well as the
amounts and adequacy of the
various benefits have differed; the
pattern was not uniform. Most, if
not. all of the industrial plans
were adopted voluntarily, and
there was a disposition to look
upon pensions both as an incen¬
tive to continuous service, and as

deferred compensation earned by
faithful employees.
,r Recently, the matter of social
welfare for employees of indus¬
try who are members of labor or¬
ganizations has become an im¬
portant factor in the demands of
the unions. During the summer of
1949, the United Steel workers of
America, CIO, in connection with
wage negotiations, included de
mands fora non-contributory
pension plan and a program of
life, accident, health, medical, and
hospital insurance benefits. Col¬
lective bargaining failed to bring
the parties to agreement on the
issues involved. There followed,
in turn, the appointment of the
Presidential Fact Finding Board,
several postponements of the
threatened strike in the steel in¬

dustry, the appearance of the re¬

port of the Board in early Sep¬
tember, an ultimatum by the
President of the Union that con¬

trary to the stipulations under
which the Fact Finding Board
functioned, its findings be ac¬

cepted as binding, prior to further
negotiations; then the breakdown
of further collective bargaining
negotiations, and ■'I on Oct.^ 1st
the strike, with cessation of op¬
erations at all plants where the
United Steelworkers organization
was the certified bargaining agent

United States Steel had offered
to pay as much as 10 cents per hour
per employee as its part of the
cost of a contributory pension and
insurance program, this being the
amount recommended by the Fact
Finding Board, but on the basis of
a non-contributory plan. The
Union, because of its demand for
a non-contributory arrangement,
chose to reject the offer and pro¬
ceed with the strike.

Steel Strike Regrettable

The strike, in our opinion a

regrettable and unnecessary meas¬
ure, lasted approximately from
five to six weeks. It cost the em¬

ployees of the steel industry a
loss of wages amounting to
hundreds of millions of dollars,
and the industry the loss of fin¬
ished steel shipments estimated
at around seven million tons.
A break in the situation came

on the last day of October, when
one of the larger units of the steel
industry arrived at an agreement
with the United Steelworkers of
America. Agreements with other
steel producers followed within a

few days, and on Nov. 12, United
Slates Steel signed with the
Union. It is our understanding
that all of the settlements are

much alike in their main provi¬
sions. I shall spe&k a little further
in regard to the one with which
I am most familiar.

The settlement negotiated be
iween United States Steel and the
Union represents a compromise of
the principal issue in dispute,
namely, whether the employer
shall pay the entire cost of pen
sions and insurance fcr employee^
The£new arrangement, subject to
approval by stockholders of the
Corporation, is to continue in ef
feet for five years, with the right
reserved by United States Steel,
at its option, to terminate the
pension plan at the end of two
years. As to the insurance pro-

Social Security
gram which is to provide death,
sickness, accident and hospitaliza¬
tion benefits, the employees and
United States Steel will each pay
one-half of the total cost, which is
five cents for each hour worked.
The agreement further provides

that an employee who retires
after Feb. 28, 1950, after attaining
the age of 65 and having at least
25 years of continuous service,
shall receive a pension computed
in accordance with a formula
based upon his compensation and
length of service, such pension to
be not less than $100 a month, in¬
cluding social security benefits.
Any employee who so retires with
at least 15 years but not as much
as 25 years of continuous service,
shall be entitled to a pension cal¬
culated upon a proportional basis.
The cost of such pensions will be
borne by United States Steel. The
pension to be paid by United
States Steel, however, shall be
reduced by the amount of any

pension or annuity which the re
tired emplowee is entitled to re¬

ceive under the Federal Social

Security Act or other similar
legislation. The Federal Social Se¬
curity Act requires equal con-
tiibutions by employers and em¬

ployees. To that extent, pensions
under the settlement with the
Union are on a contributory basis.

• These are the cardinal features
of the latest agreement with the
Steelworkers Union. There are

mountains of details which must
be studied and elaborated to make

the plans workable. They are in
process of determination. As to
the size of the additional financial
burden which the industry will
have to bear, it is a little too
early to make a valid statement
even on the magnitude of the
direct costs. They are, of course,
primary obligations and must be
paid as a part of" operating ex¬
penses,; unless or until funded
regardless of whether or not tfiere
are profits remaining.;
The steel industry is not the

only one affected by new agree¬
ments involving pensions and
social benefits. As you know,
similar or corresponding settle¬
ments have been made, during the
year, with other important manu¬
facturing concerns. Then there is
the still unresolved dispute with
the United Mine Workers of

America, where a welfare fund
already costing 25 cents per ton
of coal produced, is represented as

requiring increased revenues.
Such considerations> imply that
there may be substantial indirect
costs which will have to be added
to direct costs when the goods
which bear the integrated ex¬

pense of the stipulated social se¬

curity items are sold in the usual
channels of commerce. The total
financial loading promises to be
of considerable consequence; ways
and means will have to be devised
to carry it.

Must Have Equitable and Sound
Plan

All of these attempts to provide
social security, whether through
the agencies of government or of
private industry, will be helpful
only if the plans are equitable, fi
nancially sound and efficiently
administered. If they rest upon an
uncertain economic foundation,
they will not long be capable of
providing any kind of security.
Moreover, if they overtax the
strength of the foundation, they
will fall. In view of the assign¬
ment of new responsibilities to
industry in the field of social wel¬
fare, it is increasingly important
that the strength and prosperity
of industry be safeguarded, to the
end that it may meet its total ob¬
ligations to employees, customers,
and stockholders, without distress
or failure. A hand-to-mouth sys¬
tem of providing for industry's
portion of social security will not
suffice. Payments under the pro¬

gram must be made on time, with
regularity, and without fail, in

good years and in bad. Responsi¬
bility under the agreements can¬
not be waived or postponed; it is
an ever present guest and must
be met, on the line. Along with
making provision for pensions and
other benefits for the future, there
will be the special task of provid¬
ing, in accordance with the new

basis, and insofar as possible, fi¬
nancial assurance for the past or
accumulated service credits of

employees whose employment be¬
gan yearg before the current
scheme became operative.
These matters require money,

altogether substantial sums of

money, wherefore it is more than
ever essential that the earning
power of industry be fostered in
adequate degree for the services
it must render. Everyone must
realize that the load on industry
is heavy, and that it must not be
allowed to increase to the break¬
ing point. Present factors not
helpful in the situation are

burdensome taxation, interfer¬
ence with production, unwar¬
ranted probing, baiting, harass¬
ment and misrepresentation, along
with recurrent attempts at fanning
up an atmosphere of hostility to
business. The condition should be
reversed. Experience in modern
world affairs has shown that a

strong, virile industry is indispen¬
sable to national survival, and
national survival is item number
one in the boox of security. Addi¬
tions to item number one are

desirable if planned with wisdom
and care, and if they contribute
in an equitable manner to the
common good.
As we address ourselves to the

solution of problems posed by the
recent agreements in industry, we
look, with solicitude, to our gov¬
ernment to undertake only such
measures pertaining to the social
welfare as can be provided with¬
out distress or failure on the part
of individual: and groups of in¬
dividuals who furnish its sus¬

tenance. Our appetite for the es¬

tablishment of a socialized state
in America is certainly not
whetted by an examination of

anything that can be seen in Eu¬
rope, either west or east, from
Great Britain to Russia. Above all,
we hope that the independence
and self-respect of beneficiaries of
social security in this country may
be preserved in the knowledge
that they, by their own contribu¬

tions, have discharged a basic ob¬

ligation to themselves and to

society, without the surrender of

freedom.

Program to Cut Government
Costs by $2 Billion

want it not to deprive our civilian
population of its doctors.

Unification of Our Water
Conservation Services

Fifth on our list of priorities
is the Federal conservation of
water resources. At present this
function is scattered over many
agencies. They employ over 5,000
engineers and about 70,000 other
people. They overlap; they have
duplicate offices; they compete
in procurement of both supplies
and skills and jobs to do. A
pork-barrel floats in those rivers.
We not alone want to save great

sums of money but we want to
save water.

: Unification of Federal Land

Management

The sixth on this preferential
list is Federal land management.
In continental United States, the
Federal Government has about

169,000,000 acres of grazing and
forest lands administered by the
Department of the Interior. We
have about 65,000,000 acres of
forests and grazing lands admin¬
istered by the Department of
Agriculture. In the Western states
they compete with each other and,
cheek by jowl, each maintains a
staff in almost every county. Mil¬
lions are being wasted "in them
thar hills."

Unification of Transportation
Services *

Seventh in these urgencies is
solution of a major problem in
government services to transpor¬
tation. Aside from the agencies
regulating transportation rates
and services, there are about a

dozen agencies scattered over a

dozen different parts of the gov¬
ernment to deal with these mat¬
ters. We must eliminate their

overlap and waste. We should
give the people one central agency
to go to when they ^ek govern¬
ment services in these matters.
There is something even more

vital. The Federal Government

directly or indirectly subsidizes
or provides facilities for aviation,
highways, waterways, and over¬
seas shipping. We loan money

to the railroads. They are all
an essential part of our national
defense. We must have co-ordi¬

nation of our national policies,

aiming at the development of a

balanced national transport sys-

(Continued from page 9)
tern. The troubles of the rail¬
roads are a daily exhibit.

Relief for the President

Finally, there are some sixty-
five different agencies in the Ex¬
ecutive branch which report di¬
rectly to the President. If he
gave to each of them an hour a

week for administration, he would
have no time to formulate leader¬

ship in the major policies of the
government, or attend an occa¬

sional game. By our proposals
we can ultimately reduce .these
sixity-five agencies by more than
one-half.

Beyond this there is a big con¬
fusion of authorities between
bureaus and between the Execu¬
tive and the Congress. They form
great barnacles on the Ship of
State. Under our Constitution, in
logic and common sense, there
can be only one chief executive
officer in our government, dele-*
gating authority ultimately down
the line to the office boy. In ex¬
ecutive matters Congress should
be content to be the board of di¬
rectors. with agencies of inspec¬
tion and audit to see that their
decisions are properly executed.

Other Reforms V

There are many reforms, other
than the eight goals I have men¬

tioned. We can furnish them on

demand.

We have oppositions, of course.
There are still people who hold
to the theory of reduced gov¬
ernment expenses but not to its
practice. Your job is to minister
to their mental disorders. The
best treatment is to persuade
them to join in this historic
movement toward progress and
enduring national security.
These are not merely statistical

assertions nor academic theories.
These forces reach into every cot¬
tage in the land. They carry with
thejn the future of our youth and
of our country.
We must conserve our strength

and stop wasting our heritage
if we are to survive as a free

people. .

Two With Bradley Higbie
esopcial to The Financial Chronicle)

DETROIT, MICH. — Stanley A.
Chase and Hugh E. Zweering have
been added to the staff of Bradley

Higbie & Co., Guardian Building,
members of the Detroit Stock Ex¬

change.
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Securities Now in Registration
American-Marietta Co., Chicago

Nov. 21 (letter of notitication) !0,0uiJ shares ($2 par)
common stock. Price, market (about 10%). Underwriter
<—H. M. B.yllesby & Co., Chicago. To reimburse cor¬
porate treasury for expenses in connection with pur¬
chase of additional property.

Ainpai-American Palestine Trading Corp., N. Y.
Nov. 3 filed $3,250,000 10-year 3% sinking fund deben¬
tures due 1958 and 2u0,0u0 shares ($10 par) class A stock.
Underwriter—Israel Securities Corp. may be underwriter.
Debentures are to be oifered at par and the stock at $11
per share. Proceeds—To be used for economic develop¬
ment of Israel. Statement effective Dec. 9.

• Automatic Firing Corp., St. Louis, Mo.
Dec. 9 (letter of notification) 0,300 shares of class B
($1 par) common stock, of which 2,400 are offered by
Allan J. Strauss. 2,100 by Stanley Strauss and 1,800 by
Leslie J. Weil. Underwriter—G. H. Walker & Co., St.
Louis, is buying this stock at $2.333834 a share and sell¬
ing it to Dempsey & Co., Chicago, the underwriter, at
$2.50. Latter, will resell it at $2,875 each
• Bank Building & Equipment Corp. of America
Dec. .9 (ietter of notification). Five persons will sell
3,250 shares of capital stock at $11.75 each to Scherck,
Hichter Co., St. Louis. Following a two-for-one stock
split. Effective Dec. 20, 6,000 shares will be offered at
about $7 each. Underwriter—Scherck, Richter Co.

Barclay Oil Co., Inc., Mt. Carmel, III.
Oct. 13 (letter of notification) 2,000 shares of non-con¬
vertible ($100 par) value preferred stock and 6,000
shares ($1 par) common stock (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.
• Bethesda (Md.) Country Club, Inc.
Dec. 8 (letter of notification) 170 debenture bonds. Con¬
stituting unsecured promissory notes of $300 principal
amount each. No underwriter. To improve club proper¬
ties and retire indebtedness. I'
• Boat Marilyn Rose, Inc., San Diego, Calif.
Dec. 7 (letter of notification) 175,000 shares ($1 par)
common stock. No underwriter. To buy a tuna clipper.
Office—2904 Bryon St., San Diego, Calif. , ;

Broadway Angels, Inc., New York City (12/20)
Nov. 14 filed 2,000,000 snares (1c par) common stock and
500,000 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 capita.l. Business—To back theatrical produc¬
tions, distribute tickets and act as an agent for talent.

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
anares." Underwriter—Israel and Co., New York. N. Y.
Proceeds:—To develop mineral resources. Statement ef¬
fective Dec. 9.

Central Illinois Light Co. (12/16)
Nov. 18 filed $12,500,000 first mortgage bonds, due 1979.
Underwriter—Awarded Dec. 14 to Lehman Brothers and
Associates on bid of 100.4613 for a 2%% coupon. To be
offered at 100.935. Proceeds—To redeem outstanding

first and consolidated mortgage bonds and repay
short-term bank notes.

Citizens Telephone Co., Decatur, Ind.
Oct. 21 (letter of notification) $250,000 of 4V2% pre¬
ferred stock. Price $100 each. To be offered initially
to common stockholders. No underwriter. For plant
and property additions to convert to automatic dial
operation, Office: 240 W. Monroe Street, Decatur, Ind.
• Clark Equipment Co., Buchanan, Mich.
Dec. 5 (letter of notification) enough shares ($20 par)
common stock are to be sold to employes at $1 less than
the market price on the New York Stock Exchange to
yield not more than $300,000. No underwriters. For
working capital.

• Commonwealth Edison Co., Chicago (1/10/50)
Dec. 13 filed $49,000,000 sinking fund debentures, to be
dated Oct. 1, 1949, ancl mature April 1, 1999. Under¬
writers—Names to be determined by competitive bid¬
ding. Probable bidders: Halsey, Stuart & Co. Inc.; The
First Boston Corp.; Glore, Forgan & Co. Proceeds—For
construction, additions, etc. to oroperty. Bids expected
Jan. 10. 1950.

. New York Boston- Pittsburgh Chicago
- Philadelphia San Francisco Cleveland

Private IVires to all offices

© INDICATES ADDITIONS SINCE PREVIOUS ISSUE

Consolidated Caribou Silver Mines, Inc.
Nov. 17 (by amendment) 800,000 shares (no par) com¬
mon stock) Price—$1.25 per share. Underwriter—Wil-.
liam L. Burton & Co., New York. Proceeds—To de¬
velop mining properties. Expected early in December.

Consumers Cooperative Association, Kansas
. : City, Mo.
Nov. 29 tiled $2,000,000 3%% five-year certificates of
indebtedness and $3,000,000 of 4%% 10-year certificates
of indebtedness, to be sold to members. Underwriter—
None. rr«»ceeas—For corporate purposes, including fi¬
nancing inventories and paying operating expenses.
Business: Farmers Purchasing Cooperative.

Dow Chemical Co.

Nov. 4 filed 175,000 shares of common stock (par $15).
Offering — Offered to stockholders of record Dec. 20
at $44.50 per share on ratio of one new share for each
50 shares held. Rights expiie Feb. 1, 1950. Employees of
company, its subsidiary and associated companies will
also be given an opportunity to subscribe. Proceeds—To
be added to treasury funds and used for corporate pur¬

poses. Underwriter—None.

Eastern Harness Racing Club, Inc.
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.

•. Fiduciary Trust Co., Boston, Mass.
Dec. 5 (letter of notification) 2,000 shares of common
stock. Price, $109 each. No underwriter. Tc retire
preferred stock.

Florida Power Corp., St. Petersburg, Fla.
Nov. 2 filed 242,000 shares ($7.50 par) common stock.
Offering—Offered stockholders of record Dec. 1 at the
rate of one new share for each five held at $16.85 per
share. Rights expire Dec. 21. Underwriter—Issue not
underwritten but at expiration date company will enter
into agreement with Kidder, Peabody & Co. and Merrill
Lynch, Pierce, Fenner & Beane, under which the firms
will undertake to sell shares not subscribed for. Pro¬
ceeds—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.

• Flowood Corp., Jackson, Miss.
Dec. 7 (letter of notification) 2,526 shares ($25 par)
capital stock. Price par. Nd underwriter. To buy addi¬
tional equipment and machinery. Office—Box 900. Jack¬
son, Miss. , .

Food Fair Stores, Inc. , . «

Dec. 6 filed $8,000,000 15-year sinking fund debentures,
due Jan.'l, 1965. Underwriter—Eastman Dillon & Co.
Proceeds—Proceeds will be used to redeem $2,645,000
15-year 3$% debentures due Feb. 1, 1959, and $2,000,000
of notes. Balance will be used to acquire or construct
additional supermarkets, warehouses, parking lots and
other facilities, and to equip these facilities.
• Gibbonsviile Mining & Exploration Co.
Dec. 6 (letter of notification) 250,000 shares (10c par)
common stock. Price, par. Underwriter — William L.
Henderson, Spokane. To buy and install additional mill¬
ing machinery. Office—Hutton Bldg., Spokane/ Wash.
• Green Top Dairy Farms, Inc., Clarkston, Wash.
Dec. 5 (letter of notification) 100,000 shares ($1 par) 6%
preferred stock and 110,000 shares (500 par) common
stock. All of the common stock will be issued to Alfred
Woodarcl and Elvin Woodard in exchange for land,
equipment, livestock and good will. 50,000 shares is being
turned back for inclusion into the sale of one share of
common with each two shares of preferred sto;,k sold.
The preferred will be sold at $1 each. Underwriter—
None. Proceeds—For new equipment, working capital
and indebtedness. ; : ; Y " , ' S

Gulf Atlantic Transportation Co., Jacksonville,
'

- '
. • Florida v / ■ ^ V'.Y\'1 •v. • • •

May 31 filed 620,000 shares of class A participating ($3
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 al
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. 1 . '

Handmacher-Vogel, Inc., New York
Nov. 28 filed 150,000 shares ($1 par) common stock, of
which 50,000 are to be offered by company and 100,000
by- three stockholders. Underwriter— None named.
Price by amendment.- Proceeds—Company plans to use

$315,000 to redeem 3,000 shares 5% cumulative preferred
stock ($100 par), and the remaining $100,000 to improve
lease-hold property and furnish new offices. Business—

Manqfactuie of women's suitfcY.'Y

• Hastings Manufacturing Co., Hastings, Mich.
Dec. 6 (letter of notification) 2.000 shares ($2 par) com¬
mon stock, to be sold by Aben E. Johnson, President of
the company/at $7 each. Underwriter—First of Michigan
Corp., Battle Creek, Mich.

Hawaiian Electric Co., Ltd., Honolulu
June 21 filed 150,000 shares of series E cumulative ($20
par) preferred and 50,000 shares of ($20 par) common.
Offering—Preferred will be offered to preferred holdera
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.

Hingham (Mass.) Industrial Center, Inc.r;
(12/22)

Dec. 2 (letter of notification) 25,000 shares of class A
($10 par) common stock. Price, par. Underwriter—Per¬
kins & Co., Boston. For operating a plant to be leased
from the Navy Department. ' '

Illinois Bell Telephone Co.
Nov. 30 filed 389,982 shares of capital stock (par $100).
Offering—To be offered to stockholders pro rata at $100
a share. American Telephone & Telegraph Co. will be*
given the right to buy 387,295 of these shares and the
remainder will be offered public stockholders. Under¬
writer—None. Proceeds—To pay advances from A. T. & T.
• Income Foundation Fund, Jnc^t Baltimore. Md.
Dec. 9 filed 200,000 shares of capital stock. Business —

Investment company. . i * ' :

Industria Electrica de Mexico, S. A., Mexico City
Nov. 29 filed 250,000 shares of 6% cumulative convertible
preferred stock, 100 pesos par value ($11.5607). Offer¬
ing—This stock is to be offered at par to holders of
common and special stock at rate of five shares for each
12 shares held, either of common or special, or a com¬
bination of both. Underwriter—Banco Nacional de
Mexico, S. A. Proceeds—To reduce outstanding short-
term indebtedness. Vj"
• Investment Co. of America, Los Angeles ;
Doc. 12 filed 500,000 shares of common stock, Under¬
writer—None. Business—Investment company /; V// :•
• J. I. M. Petroleum Co., Long Beach, Calif. /
Dec. 7 (letter of notification) 100,000 shares ($L par)
common stock. Price, par. No underwriter. To develop
oil properties. Office—639 Enloe Bldg., 115 Pine, LOng
Beach, Calif. •/' t":'YY"Y ■.

Keller Motors Corp., Huntsville, Ala.
May 10 iiled 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.

Kentucky Water Service Co., Inc., Louisville
Nov. 21 (letter of notification) 1,000 shares ($25 par) 6%
cumulative preferred stock. Price, $27.50. Underwriters
—Bankers Bond Co. and Smart & Wagner, Louisville,
Ky. To extend water system at Middlesboro, Ky.
• Kremers-Urban Co., Milwaukee, Wis.
Dec. 5 (letter of notitication) 600 shares of Series A
($100 par) preferred stock and 940 shares of non-voting
(no par) Class B common stock. The preferred will be
sold at $100 each. No Underwriter. For working capital
and to retire notes.

Lawrence (Mass.) Gas & Electric Co. (12/22)
Dec. 1 filed $2,750,000 of series A first mortgage bonds,
due 1979. Underwriter—To be determined by com¬

petitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; The First Boston Corp.; Carl M. Loeb, Rhoades
& Co.; Otis & Co.; Coffin & Burr. Proceeds—To redeem
$1,500,000 3Ys% series A first mortgage bonds, due 1968,
at 102 Y4% and to repay notes held by banks. Expected
about Dec. 22.

Limpia Royalties, Inc., Midland, Texas
Nov. 25 filed 516,228 shares ($1 par) capital stock.
Offering—To be offered share-l'or-share in exchange for
outstanding shares in Limpia Royalties, a trust estate.
A value of $3.80 per share is placed on the new stock,
and any shares not needed for the exchange will be
sold to Trush shareholders on a latable basis at this
amount. Underwriter-—None. To effect an exchange.

*,< .PL v?,

m

* V'Z' ~i

•;/>; # • - ~ v;
''

■ '

I
aA 'V ?;'■
*,'4A * -'

CO

BOO"*

lU Sto

\S6S

tfeu>

„d B°"°"
cmckg°

to**

B°5,to*.

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



Volume 170 Number 4864 THE COMMERCIAL-& FINANCIAL CHRONICLE (2429) '45

NEW ISSUE CALENDAR
December 16, 1949

Central Illinois Light Co.-*r-T— _-Bonds

December 19, 1949
Harvey Hubbell, Inc. _ _ - —./A. _ Common

December 20, 1B49
Broadway Argels, Inc.. .Common
Lucky Stores, Inc.-..,. Common

: December 21, 1949
Chesapeake & Ohio Ry. noon (EST) 1

Equip. Trust Ctfs.

December 22, 1949
Lawrence Gas h Electric Co._l„__-_______^^Bonds ,

January 4, 1950
Baltimore & Ohio RR_*____ Equip. Trust Ctfs. :

January 5, 1950
Northern Indiana Public Service Co -Preferred

January 10, 19S'0":.r v,

/ Commonwealth Edison Co.~_+-—- - . Debentures j
.. '11 ; January 12, 1950 } . t -i'/ .V:
v Niagara Mohawk Power Corp.--—-Bonds >

• ^January:24,
r* Unitod-Gas (^rp^^-V^i-:i:t-:j-::ii_:l-_Boiids:I

.Business?—Mineral and royalty rights in -Texas, New;
-Mexico, Oklahoma and Arkansas.
?. & /Lbrain (Ohio/Telephone Co. - up$r 3-
Nov. 29 (letter of notification) :3,489- shares, (no par)
common stock. Price, $20 each. No underwriter. To par¬

tially reimburse the company's treasury for additions to
property made in 1948. Office: 203 Ninth Street, Lorain,
Ohipep^$?:.;/

, Lucky Stores, Inc., Baklatiif, Calif. (12/20)
June 27 filed 400,000 shares of cofflftibh stock (par$LZ5),
of which 100,000 shares are being sold on behalf of
company and 300,000 shares by * Blair Holdings Corp.
Underwriters—Blair & Co., Inc., and E. H. Rollins- &
Sons, Inc. Proceeds—Company's part for working capital.
? j Magnavox Co., Fort Wayne, Ind.
Dec. 2 filed 100.000 shares of class A $1 cumulative con¬

vertible preference stock ($15 par). "Underwriter—May-
nard H. Mureh & Co., Cleveland. Price b,y amendment.

. Proceeds—To retire bank loans and furnish working cap¬
ital. "v-V ' '' ~ - '• tV.-W-U

• Mayflower Co., Salt Lake City ■ / ' ^
Dec. 4 (letter of notification) 300,000 shares (1 cent par)
common stock. Price—10 cents each. No underwriter.
For general funds and to pay an option contract with
Associated Uranium Miners Trust. vyy/J' ' f i
• Mid-Continent Airlines, Inc., Kansas City, Mo.
Dec. 6 (letter of notification) 4,000 shares ($1 par) com¬
mon stock. Price, market price (between $8 and $9).
Underwriter—White & Co., St. Louis, Mo/ For working
capital, 4"v, ;v\r : if'■>■/:•/"-i;
• Moller-Dee Textile Corp., Wilmington, Pel- and

. Tel-Aviv, Israel, »/?*'*/:■* ^ '<'* 'f"Vr
Dec. 7 filed 500,000 shsires ($5 par) capital stock. Under¬
writer—Coffin, Betz & Co., Philadelphia. Price, par.
Proceeds—To build a textile plant in Israel. Business—
Cotton textiles. - . - * . t

Montana-Wyoming Gas Pipe Line Co.
Nov. 30 filed 150,000 shares ($5 par) common stock.
Offering—To be offered to common stockholders of Mon¬
tana-Dakota Utilities Co. of record Dec. 20 at rate of one
share for each seven held. Rights will expire on Jan.
4, 1950. Underwriters — Blyth & Co., Inc. and Merrill
Lynch, Pierce, Fenner & Beane. Price by amendment
Proceeds—To build a gas transmission line from Wor-
land, Wyo., to Baker, Mont, v 7/' 777//7:',
• Natural Resources Fund, Inc., New York///
Dec. 12 filed 1,970,000 shares of capital stock. Business—
Investment company. Underwriter—Frank L. Valenta &
Co., New York.* 7 V7--v:>7' ; • !
• Neilren Television Corp., Norwalk, Conn.
Dec. 7 (letter of notification) 150,000 shares of common
stock (par 25c). Price—$1 per share. No underwriter.
For working capital. Present stockholders have until
and including Dec. 28 to subscribe for the additional
shares. 7 " ' y 7y !" ;;-7 O'-'-r''r:0;7 ':■>

New Jersey Power & Light Co. :^:>:/;7:77.;'
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 • •'/7 7y .//7:-''7y .<;,7:

Northern Indiana Public Service Co. (1/5/50)
Dec. 7 filed 211,380 shares ($100 par) cumulative pre¬
ferred stock. Offering—To be offered on a share-for-
share basis in exchange for a like number of shares of
outstanding 5% preferred stock. Underwriters: Central
Republic Co. (Inc.), Chicago; Blyth & Co., Inc. and
Merrill Lynch, Pierce, Fenner & Beane, New York.
Proceeds—To retire 5% preferred not surrendered in
the exchange. Each share of stock exchanged will be
accompanied by a- cash payment to make up the differ¬
ence between the offering price of the new stock and
$106.61, the redemption price plus a 61-cerit accrued
dividend.

Power Petroleum Ltd., Toronto Canada
AprilY5 filed 1.150,000 shares ($t par) cbpttnon of which
1,000,000 on behalf of company and 150,000 by New York
Co., Ltd. Price—50 cents per share. Underwriters—
S. G. Cranwell & Co., New York. Proceeds—For admin¬
istration expenses and drilling. Statement effectiv«
June 27.
• Quesnel Forks Placers, Inc., Seattle, Wash.
Nov. 30 (letter of notification) 300,000 shares of non-as¬
sessable (50 par) common stock. Price 10 cents each.
No underwriter. To develop placer mining leases in
British Columbia. Office/ 1909 Northern Life Tower,
Seattle, Wash. . " \

Reed Prentice Corp., Worcester, Mass.
Nov. 18 (letter of notification) 10,000 shares ($2.50 par)
common stock. Price, $7.50 each. To be sold by Charles
Si Payson, New York. Underwriter—J. P. Marto & Co.,
Boston. 1 • v ■ / ;
"• Royal Crown Beverage Co. of Poughkeepsie, Inc.
Dec. 8'(letter of notification) 8,000 shares of 5% cumula¬
tive preferred stock (par $20) and 40,000 shares of com-
mon-stock (par 10 cents) and 18,000 common stock.pur¬
chase warrants ,to. purchase a like number of cbmmon
shares. Underwrlterr—Raymond V. Edwards, New York,
N. Y. Price—$30.66 per unit, each unit, consisting one
/share of preferred and fine shares of common stock. To
. retire bank loans for new equipment, and additional
working capital. Office—170 Washington Street. : V \ ■

• Rural Gas Service, Inc., Westfield, Mass.: r?

Dec, 6. (letter of notification) 100,000 shares ($1 par)
eonimoft stbck. Price, $2 each. ;No underwriter. For

'

woririn^capital, plant, equipment and inventory. ^
•

i • Sayre S Fisher Brick Co., Sayravitia, "N. J. ' :r -
N0V.18 (letter of notification) 106,584 shares of common
-stock (par $1), Price, $2; per share. Offered for, subr
scrlption by stockholders of record. Nov.- 23 on a .one-

fof-thfee basis. /Rights .expire DecJ 28.,Breswick & Co.,
New Yprk has agreed to purchase for investment and
not for resale - any unsubscribed shares. Rehabilitate
enlarge, modernize and equip dryers, etc. / ; i; - ; f *
• 'SaaboarS Firtance Co., Los Angeles ■ / v';:
Dec. 7 filed 120,000 shares of convertible preferred stock,
cumulative (no par), Underwriter—The First Boston
Corp. • Proceeds—To increase working capital, reduce
bank loan, invest in subsidiaries, ■:/•; v,vj
• Sharp & Dohme, Inc., Philadelphia, Fa* > o*,.*.

- Dec. 9 filed 171;815 shares of cumulative preference'
stock (no par). Offering—To be offered in exchange for :
229^852/5 shares of $3.50 cumulative convertible: pre¬
ference stock, series A, at rate of three new shares Cor
each four old ones. Underwriters—Alex. Brown & Sons,

Baltimore, and Drexel %,Co., Philadelphia. Proceeds—
To redeem at $75 each plus accrued dividends any $3.50
preference stock not surrendered under. the exchange.
Business—Pharmaceuticals. : : / ; - / ! J '

• Stiver Sage Oil & Mineral Co., Newcastle, Wyo.
Dec. 7 (letter of notification) 250,000 shares of common
stock. Price—$1 per share. No underwriter. To drill and
complete oil wells, rent leased land and buy additional
land and leases. . • ":;

Smith, Inc., Fargo, N. D.
Oct. 12 (letter of notification) 2.000 shares of 6% cumu¬
lative preferred stock ($25 par) and 15,500 shares ($5
par) common stock. Price—Preferred to be ;sold at
$25 and common at $7.75. Underwriter—W. R. Olson Co.,
Fergus Falls; Minn. To retire bank loans. .'/>/> /

South Carolina Electric & Gas Co., Columbia,
South Carolina

Nov. 22 filed $22,200,000 first and refunding mortgage
bonds. Due 1979. Underwriter—Names by amendment.
Proceeds—To redeem a like amount of outstanding
bonds. Due 1979. Underwriter—Names by amendment
(probably Halsev, Stuart & Co. Inc.; Kidder, Peabody &
Co.; -The First Boston Corp.; Union Securities Corp.).

Spokane (Wash.) Portland Cement Co.
Nov, 30 (letter of notification) 47,880 shares ($2 par)
common stock. Price—$4.75 each. Underwriter—Harold
H. Huston & Co., Seattle. To replace working capital
expended on plant improvements. ' , / ;•

Sterling OH of Oklahoma, inc., Tulsa, Okla.
Dec. 2 (letter of notification) 30,000 shares (100 par)
stock, to be sold at 12*2 cents each by Greenfield, Lax
& Co., Inc., New York City, who will serve as its own
underwriter. ■ \ ',4/., /■■■

Sudore Gold Mines Ltd., Toronto, Canada
June 7 filed 375,000 shares of common stock. Price—$1
per share (U. S. funds). Underwriting—None. Proceedi
—Funds will be applied to the purchase of equipment
road construction, exploration and development.
• Super Electric Products Corp., Jersey City, <

New Jersey
J^ec 2 (letter of notification) 23,600 shares to be offered
in exchange for securities of The First Guardian Se¬
curities Corp. held by Julien S. Collier on a basis of
original dollar cost of stock of The First Guairdian Se¬
curities Corp. to Mr. Collier, with Super Electric shares ■

offered at 3OV2 cents per share. Office—1057 Summit
Ave., Jersey City, N. J. / / :

Teco, inc., Chicago
Nov. 21 filed 100,000 shares ($10 par) common stock.
Offering—These shares are to be offered to holders of
common stock in Zenith Radio Corp. at rate of one share
for each five held. Underwriter—None. Proceeds—For
working capital and the promotion of Zenith's "Phone-
vision" device, whereby television users could pay a
special fee for costly television programs by calling the
telephone company and asking to be plugged in.. - * •

* Texas Unfort Oil Co., Houston, Texas
Nov. 25 (letter of notification) 188,412 shares (10c par)
common stock, to be sold op behalf of stockholders.
Price, 50 cents each. Underwriter—Stewart J. Lee &
Co., New York.

• Ultrasoniq Corp., Cambridge, Mass.
'Dec: 7.(letter of notification) $300,000 of 5% debenture
bends,'due I960 (which will have attached 3,000 shares
of class A stock). The bonds are convertible into 40,000
shares ($5 par) "capital stock. Price — $100 each. No
underwriter. For general working capital. Office—61
Rogers St., Cambridge, Mass.

Union Oil Co. (Calif.)
Oct. 17 filed 600^000 shares ($25 par) common stock.
Proceeds—The shares are to be issued in partial payment
for all of the 35,000 outstanding shares of capital stock
of the Los Neitos Co., an oil producing company.

Upper Peninsula Power Co, . , J

Sept. 28, 1948 filed 154,000 shares of common stock,(par
$9). Underwriters—SEC has granted exemption from comr
petitive bidding. An investment banking group man¬
aged by Kidder, Peabody & Co.; Merrill Lynch, Pierce,
Fenner & Beane, and Paine, Webber; Jackson & Curtis,
may be underwriters. Proceeds—Will go to selling stock*
holders. Consolidated Electric & Gas Co. and Middle
West Corp. will, sell 120,000 shares and 34,000 shares, re¬
spectively.
/ • Upshot Mines, Inc., Prescott, Ariz.
/Dec. .8 (letter of, notification) 50.000 shares, ($1 par)
common stock. Price, par. No. underwriter. To-buy anq
install ihining machinery..
... ! Westerly (R* I.)-Automatic Telephone Co.
Dec. 2 (letter of notification) 6,000 shares of common
stock (par,$25). To be offered pro rata to stockholder$
of record Dec. 10 at par. Of the total, 3,80Q shares will
be sold to New England Telephone & Telegraph Co.,
hold^f: :or:9;50Q ofrtho; oytstandxng :15,000 "shares,» No
underwriter. To repay?, advances; from the parent ebiri-
oany. $ m'j Vi1/' i.\ ■ •/'

Western Arizona Metals Consolidated,4Inc.,
(af--. $ 1 Ci 'Wicksnburgf^iAriz.' f
Dec, 7 (letter: of aiotificaticn) -200,000 shares of common
stock. "Price-^1 each. No underwriter. To operate mining

- venture. /f .,i - ' :-v ;:•/: '/
+ Woodward Oil Inc., Denver, Colo. A/."-
Dec. 6 ^letter of: notification) 3,000,000 shares of 5 cent

value-'eammcmrrstack^P^t^v^ At par (5: cents):
: Underwriter—None. Proceeds^To pay off debts and
. drill additional wells.^Office—721 Cooper Bldg., Denver
2, Colo. •' ; ; r j*

: Younker Brothers, Inc., Des Moines, la.
Nov, 4 (letter of notification) 1,000 shares (no par) stock,
to.be acdd.at$27.50 each. Underwriter—T, C. Henderson
& Co., Des Moines. Proceeds—To selling stockholder. '

• Baltimore & Ohio RR. (1/4/50)
Company will receive bids Jan. 4 011 its proposed offering
of $11,865,000 equipment trust certificates, series BB, to
be da»sd Jan. 1, 1950 and to mature $791,000 annually on
Jan. 1, 1951-1965. Probable bidders: Halsey, Stuart & Co.
Inc.; Harriman Ripley & Co. Inc., and Lehman Brothers
(jointly); Salomon Bros. & Hutzler; Harris, Hall & Co.
(Inc.). :/ y; " "

Chesapeake & Ohio Ry. (12/21)
The company has issued invitations for bids to be re¬
ceived by noon (EST) Dec. 21 at company's office,
Terminal Tower, Cleveland, for the purch^seiOl! $6,750,-
000 equipment trust certificates. The certificates are to
be dated Jaft. 1, 1950, and will mature semi-annually
from July 1, 1950 to Jan. 1, 1965. Probable bidders:
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Harriman Ripley & Co. Inc. and Lehman Brothers
(jointly); Harris, Hall & Co. (Inc.).

Chicago Rock Island & Pacific Ry.
Dec. 22 stockholders will be asked to approve execution,
of a new consolidated mortgage. Approval will enable
the management to proceed with its plan to ask for com¬
petitive bidding on a flotation of roughly $55,000,000
of new consolidated mortgage bonds the proceeds of
which, with some $4,500,000 in cash, will be used to
call on April 1, $33,740,000 of 4^% convertible ineomk
bonds/due Jan. 1, 2019, and to refund also an issue of
new series B five-year first mortgage 3lk% bonds now

pledged as collateral for a short-term bank note. The
proceeds of the bank loan are to be used to redeem, on
Jan. 1, $25,760,000 of first mortgage series A 4s, due
Jan. 1. 1994. Probable bidders: Halsey, Stuart & Co.
Inc.; Kuhn, Loeb & Co.; Lehman Brothers and Bear,
Stearns & Co. (jointly). v ~ c, 1

Commonwealth Edison Co., Chicago
Dec. 13 it was indicated that $90,000,000 additional fi¬
nancing will be necessary for the period 1950-1953 to
cover in part a construction budget of $290,000,000. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; The First Boston
Corp:; Glore, Forgan & Co.

Harvey Hubbell, Inc. (12/19)
Dec. 6 Adams Express Co. asked the SEC for an order
enabling it to sell to a group of underwriters a block,
of 32,800 shares of ($5 par) common stock of Harvey
Hubbell, Inc. This block represents 10.25% of the out¬
standing capital stock of Hubbell and all of Adams
Express holdings. The shares will be sold through Paul!
H. Davis & Co.; Hallgarten & Co.; R. W. Pressprich &
Co., and Hornblower & Weeks at prices set according to
the price for Hubbell stock on the New York Curb
Exchange. Dec. 14 has been set by the SEC as the
deadline for requests for a hearing with offering ex¬

pected Dec. 19.
International Bank for Reconstruction & • • -- -

/ . Development '
The bank Will call in its $100,000,000 issue of 2^4%
bonds early in January and will replace them with alt

(Continued on page 46)
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(Continued from page 45)
issue of like amount that will mature serially in three
to twelve years at the rate of $10,000,000 annually. The
new issue is to be sold at competitive bidding. Four
banking syndicates are expected to bid for the new issue
of serials. One group is to be headed by Chase National
Bank, The First Boston Corp., Salomon Bros. & Hutzler
and C. J. Devine & Co., Inc. A second group will be
headed by National City Bank, Kuhn, Loeb & Co. and
J. P. Morgan & Co. Incorporated. The third will be
headed by Bankers Trust Co. and Morgan, Stanley & Co.
The fourth group is being formed by Halsey, Stuart &
Co., Inc. .

.. ; ;

Mississippi Valley Public Service Co.
Dec. 5 company proposes to sell about $1,800,000 addi¬
tional first mortgage bonds, the proceeds to be used for
capital expenditures. Company also proposes to sell
additional common later to provide approximately
$700,000. Last issue of common stock underwritten by
Merrill Lynch, Pierce, Fenner & Beane and Carter H.
Harrison & Co.

• New Jersey Bell Telephone Co.
Company filed Dec. 8 with the New Jersey State Board
of Public Utility Commissioners a plan for financing
$65,000,000 of construction.- Company proposes to sell
$50,000,000 in common stock and $15,000,000 in long-term
bonds to meet plant and installation costs. Probable
bidders for bonds: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.

Niagara Mohawk Power Corp. (1/12/50)
Nov. 25 filed an application with New York P. S. Com¬
mission for permission to invite bids for sale of $40,000,-
000 of mortgage bonds. Corporation is expected to be
formally organized on Jan. 5, 1950. Proceeds are to
be used to retire short-term bank loans of the con¬

solidating companies which are to be assumed by Niagara
Mohawk Power Corp. upon its formation and to provide
funds for construction purposes. Probable bidders: Hal¬
sey, Stuart & Co. Inc.; Morgan Stanley & Co.; Kuhn,

Loeb & Co.; The First Boston Corp. Bids expected
Jan. 12.

Northern Indiana Public Service Co.
Dec. 15 stockholders will vote on authorizing a new class
of 500,000 shares of cumulative preferred stock and on

increasing the authorized common stock from 3,000,000 to
3,500,000 shares. Company plans to refinance the 211,-
380 shares of 5% preferred by offering new preferred
(dividend not to exceed 4%%) in exchange on a share
for share basis. Unexchanged new preferred will be
underwritten by Central Republic Co.; Blyth & Co., Inc.;
Merrill Lynch, Pierce, Fenner & Beane.-

Northern Natural Gas Co.
Nov. 28 reported company contemplates sale of between
$30,000,000 and $35,000,000 new debentures early in the
new year. Probable bidders: Halsey, Stuart & Co. Inc.;
Blyth & Co., Inc.; -The First Boston Corp.; Kidder,
Peabody & Co.

• Oklahoma Gas & Electric Co.
Dec. 5 expected company will do some new financing
early in 1950 in connection with its expansion program.
Initial financing may consist of $10,000,000 bonds. Prob¬
able bidders: Merrill Lynch, Pierce, Fenner & Beane;
The First Boston Corp.; Halsey, Stuart & Co. Inc.; Leh¬
man Brothers; Equitable Securities Corp.; Harriman Rip¬
ley & Co.

. V-/:/ /^''v A"'": ":' ;
• Peoria & Pekin Union Railway Co.'-
Dec. 9 company asked the Interstate Commerce Com¬
mission for permission to issue $2,500,000 of new first
mortgage bonds, due Jan. 1, 1975. Proceeds would be
used to redeem on Feb. 1, 1950, $2,500,000 outstanding
first mortgage 5^2% bonds, due Aug. 1, 1974. Probable
bidders include Halsey, Stuart & Co. Inc.

• Seaboard Airline RR.
Dec. 9 reported that company has under consideration
the refunding of its long-term first mortgage 4% bonds
involving not less than $30,000,000. Probable bidders in¬
clude Halsey, Stuart & Co. Inc.; Kuhn, Loeb & C^o.; Leh¬
man Brothers.

• Southwestern Public Service Co.
Dec. 10 reported company will offer additional shares of
common stock on a one-for-eight basis to its present
shareholders early in 1950. Offering will represent part
of the company's program to raise approximately $18,-
000,000 in the 1950 fiscal year ending Aug. 31 to finance
its $20,000,000 expansion program for the year. Company
has arranged for the private sale of $10,000,000 of 30-year
mortgage bondk with a life insurance company to provide
the major portion of funds needed in the 1950 fiscal year.
The balance will be obtained through the sale of about
$2,500,000 of debentures. In addition to the new financ¬
ing, company also is said to be considering plans to re¬
fund some of its privately-held indebtedness. Traditional
underwriter, Dillon, Read & Co. Inc. - j
• Trunkline1 Gas Supply Co. - • ; j
Nov. 29 the FPC extended to June 1, 1950, the deadline
for company to submit a "definite and firm plan of
financing" for a natural gas pipeline project, estimated
to cost $85,000,000. - j

United Gas Corp. (1/24/50)
Nov. 30 reported company plans to sell at competitive
bidding $25,000,000 of first mortgage collateral trust
bonds, due 1970. The company expects to file a regis¬
tration statement with the BEC Dec. L Bids, it is
expected, will be operated at 1:30 a.m. (EST) on Jan. 24
at 2 Rector Street, New York. Probable bidders:, Haisey,
Stuart & Co. Jnc.j Dillon, Read & Co. Inc.; The First
Boston Corp.; Harriman Ripley & Co.; Equitable Securi¬
ties Corp.- ~ '■

;

• - Webster-Chicago Corp. v
Dec. 9, R. F. Blash, President, announced that he and
Mrs. Blash have entered into an agreement with F. Eber-
stadt & Co. Inc., New York, arid ShillinglaW, Bolger &
Co., Chicago, covering a proposed public distribution of
part of their shares of common stock of the corporation.
No new financing by the company is involved. A regis¬
tration statement relating to the proposed offering is
expected to be filed with the Securities and ExchangeCommission in the near future. ?

The curtain appears scheduled
for an early drop on this year's
new issue market with only a few
offerings remaining definitely on
schedule and two of these being
offered to stockholders in the
first instance.

So far as new financing op¬
erations are concerned, invest¬
ment bankers could just about
proceed to put up the shutters
any time they choose until after
the turn of the year.

But they'll probably be busy
working off the remnants from
earlier deals and putting their
books in order from now until
New Year's Eve.

Aside from yesterday's sale
of $12,500,000 of Central Illinois
Light Co.'s first mortgage, 30-
year bonds, a triple AAA issue
which brought out the keenest

bidding in weeks, there remains
only one small prospect, $2,750,-
000 of Lawrence (Mass.) Gas
& Electric bonds which will be
up for bids about Dec. 22.

Meanwhile, next Monday sub¬
scriptions will be opened on

"rights" for the big offering of
Ohio Edison Co. common stock
which is being sold by Cities
Service Co., involving 1,000,000
shares.
And Consolidated Gas, Electric

Light & Power Co. of Baltimore's,
bond exchange offer will get un¬
der way the same day. These
should clean up the calendar and
allow ample time for closing of
underwriters' books for 1949.

Big Telephone Issue.

Looking past the turn of the
year things shape up with a prom^
ise of renewed activity along
about mid-January. New Jersey
Bell Telephone Co., for example,
has already filed with the State
Board of Public Utility Commis ¬

sioners in preparation for a big
offering.

This financing, designed to
put the company in funds to
finance construe! ion through
J950, would involve the sale of

$50,000,000 of common stock and
$15,000,000 of long-term bonds.

Officials explained that despite
vast expansion of the last four
years, involving outlay of $180,-
000,000, the task of meeting de¬
mand for service in its territory
has not been completed.

' Commonwealth Edison /

Meanwhile, Commonwealth Edi¬
son Co. of Chicago, has started a

large piece of new financing
through the formal channels.

This big company has filed
with the Securities and Ex¬

change Commission for the sale
.! of $49,000,000 of new sinking
fund debentures, with a 49 V6;
year maturity.
The utility has charted a new

construction and expansion pro¬
gram covering the next four years
to involve an outlay of about
$290,000,000. Proceeds from the
foregoing issue would be applied
for that purpose.

Penn. Electric Bonds Sold

Pennsylvania Electric Co.'s of¬
fering of $11,000,000 of new 30-
year, first mortgage bonds brought
out a host of bids, with the win¬
ning group taking the issue on its
offer to pay 100.3191 for a 23A%
coupon.

Two other groups bid for the
same interest rate while three
others entered bids, but speci¬
fied a 2Vs% interest rate. .

The successful bidders reoffered
the bonds at a price of 100.81 to
yield about 2.71% to maturity and
dealers reported quick placement
of the issue.

Meanwhile, 70,000 shares of $100
cumulative preferred brought a
top bid of 101.06 for a $4.05 divi¬
dend rate. The stock was reported
in brisk demand. '

World Bank Plans

The head of the World Bank put
all the cards on the table in ad¬
vising the Investment Bankers
Assn., convention of its plans for
refinancing outstanding bonds.

Eugene Black stated bluntly
that the impending issue of
$100,000,000 of new serials, due
early next year, would provide
a chance to see "just what our
credit is worth."

Though not necessarily intended
to get a cheaper rate, he has the
"hope of .saving a little" in in¬
terest charges. The new issue will
mature serially at the rate of
$10,000,000 a year.

in 1950 and 1951
(Continued from page 5)

ment, similar to what so many
other industries have already had.
Building is another very im¬

portant industry where prospects
look good for 1950, but where
there are some important doubts
and uncertainties about 1951*

As you know, new home financ¬
ing is set up so that the veteran
can, in many cases, buy with no
down payment. A big part of an
important segment of the con¬

struction total—residential build¬
ing—has been held at high levels
by the activity of the big sub-
dividers, catering to the veteran's
market. ;

How soon will these big build¬
ers run out of veterans?« Some
people in the field believe they
can begin to see signs that this
time may not be too far off. .

Two other points also deserve
consideration: .

(1) Financing terms for multi¬
ple-family dwellings have also
been very favorable. In some

areas the shortage of apartments
now seems to be disappearing
quite rapidly. :

(2) Public construction, financed
by states and municipalities, has
been increasing rapidly, and there
is a lot of this type of work that
is still badly needed. But there
are also signs that states and
municipalities are running into
money trouble. •'*• ,, J
Another reason for looking a

little beyond 1950 is that 1951 will
be an off-year in the political
sense. v

The government will be run¬

ning a big deficit in 1950, right
before the elections. There is no

doubt in my mind that the Ad¬
ministration will do everything it
can to have times good when peo¬
ple go to the polls next November.
I am not suggesting that the

Administration will become fi¬
nancially conservative as soon as
the next elections are not of the
way, or that the Federal deficit
will automatically disappear.
But I do believe the many Con¬

gressmen who are seriously con¬
cerned about government extrav¬
agance will be in a better po¬
sition to do something about it
after next year's elections are
over than they are now.

Foreign Developments
Let me say a few words about

the foreign situation, since devel¬

opments abroad can be expected
to have an influence on the trend
at home."' ' / ;

1950 will be another year of no
peace, no war.
In some respects, peace may get

some important headlines, since
some sort of a pact may be con¬
cluded with both Germany and
Japan. But this will not mean
that the great powers, including
Russia, have agreed to agree. It
will mean that the United States
has found itV necessary to place
these two areas on a new footing
But the struggle for position

will go on. -

More effort will be expended
in trying to create Western Euro¬
pean unity. But the political dif¬
ferences and the economic rival¬
ries of those countries are likely
to become more evident, rather
than less.
ECA dollars will probably be

cut, and cut sharply. In more and
more of the European countries,
we will hear more of a new mo¬

tive—to remain neutral in case
of another war. This shift—from
the desire for Marshall plan dol¬
lars to the desire for safety—will
affect the position and influence
of the United States. -: --

Eastern Germany may become a
full fledged Russian satellite, while
the Western German Government
will gain new rights and new

powers. V
The points to watch, if you want

to keep a score-card on United
States gains and losses, will be
Formosa, Macao and Hongkong.
The chief point where Russia will
suffer a setback, if it doesn't gain
a victory, is in Yugoslavia. / "
I think we can draw some con¬

clusions from these developments
and from the prospects outlined
above. . . , - .

(1) As I said before, there will
be no new world war; but al¬
though there may be a semblance
of peace, there will be no real,
universal peace. v\ - v r"
(2) Defense spending in the

United States will not decline
much in the fiscal year that begins
next July. It may even go up
some.

(3) There will be sharp cuts in
foreign economic spending.
(4) Domestic spending, how¬

ever, will remain high in 1950.

(5) The payments to veterans,
scheduled for the next six months,
are non-recurrent, so there may

, • v . ... ;i :

be at least a moderate decline ih

Federal spending in 1951.

(6) But for 1950, the deficit, com¬
bined with Treasury financing re¬

quirements, will assure low in¬

terest rates and an ample supply
of money and credit.

What this boils down to, in
terms of business prospects in
1950, is a money and credit struc¬
ture more favorable than the one

we encountered in 1949.

Your Business in 1950
-•• '

v ■•••'.'V;>V;lv;/- ;: 1 . - '/•;' v.:',v•/•.'•.'. /,/'•. ' i
■ I may have seemed to wander
a little, talking first about some

of the problems that loom ahead

beyond 1950, and then about the

international situation.
I think, however, that you will

agree that these digressions Were

highly important, even though
they took a little time. >'•:

Perhaps I can save time now by
summarizing some of the most

likely expectations for 1950. ;

(1) General business activity
will show only moderate changes
from 1949 averages. Most indexes
will average a little lower unless

some unexpected stimulus develr

ops before mid-year. Vw
(2) Fluctuations in production,

new orders and inventories will

probably be less violent than they
have been this year.

(3) Pattern of activitywill probv
ably be similar to the 1949 pattern,
with some decline in the spring
and some recovery in the late
summer and early fall.
(4) Activity in the last half,

however, will be influenced by
what Congress does in the first
half. '

. '• ^ -

: (a) A big increase in defense
or public works spending would
help physical volume.

(b) A decision to let farm

prices seek their own level, even
if not effective until 1951, would
speed up the decline in the gen¬
eral price level. ' . J
"(5) Otherwise, the declining
trend of wholesale prices should
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ontinue gradually, with sharp
iuctuationy limited to individual
ems. >.■ , :

C6) In comparison with 1949,
est showing for personal income
ill probably come in the first
uarter. A part of the G.X in-'
rance dividends will be saved,
.their effects on income will be
ore favorable than their effects
n. sales.

(7) Inflationary fears will not
ause a (major change in operating
olicies of business as a whole,

uying will remain cautious and
lective; selling aggressive.

(8) Security prices may possibly
ove in a somewhat higher trad-
g range than during the last
fee years; but the business and
rice situation is not encouraging
a sustained advance. J J y

(9) The dollar will not be de-
alued. But rumors of devaluation
"ill persist. Such rumors help
ther governments to discourage
e escape of flight capital.
(10) This year's deficit will have
ore of a cushioning than a stim-
lating effect. Deficit financing
not needed to create new de-

osit money; willingness to bor-
w is now less than the banks'

bility to lend.
The 1950 outlook,, - in short, is
ne of close balance between con-

aetifig and expanding trends, y :
Private activity; in -most" cases
ill be a little lower. This in-
ludes spending for new plant and
quipment, which is an important
conomic factor. 1 ,

But publicly financed activity in
ost cases will be a little higher,
nd changes in the combined to-
als of private and public activity
ill probably be very small. •

Textiles— Apparel

The textile and apparel indus-
ries, at least the cotton and rayon

ranches, have had a full-scale
eadjuscment and are now in the
idst of a good-sized rebound.

Production at the moment is

a(ck at the level which last year
roved to be too high. I think
hat we will have to watch these
ndustries carefully in the next
ew months. Even if spring unit
olume is favorable, current rates
f cotton and rayon mill activity
ay lead to excess supplies some
ime in the second quarter.
In comparison with last year,
owever, changes in prices and
roduction should be much
mailer. . .

By the fall of next year, I be-
ieve we will see men's clothing
howing an improvement. This
.ranch of the industry has been
n the doldrums for a long time
ow, and it is about ready for a
eversal. ' '

In both men's and women's ap-
arel, separates, casual clothes and
ports wear should maintain their
ead. Popularity of these items,
believe, marks a permanent

hange in the habits of the Amer-
can public.
When all this is added up, it

ndicates a little better year in
950 for most sections of the tex-

ile and apparel industries.
Conditions will be very com-

etitive. But the fluctuations in

ales and in prices should be

LIQUIDATION NOTICES

The - First National Bank of Winsted.
ocated at Winsted, in the State of Con-

ecticut, is closing its affairs. All creditors
f the association are therefore hereby
otified to present claims for payment to
he undersigned at said bank.

CLARENCE H. BUNNELL,
Liquidating Agent,

ated December 9, 1949.

The Hurlbut National Bank of Winsted,
ocated at Winsted, in the State of Con-
ecticut, is closing its affairs. All creditors
f the association are therefore hereby
otified to present claims for payment to
he undersigned at said bank.

EDWARD F. McARDLE,
Liquidating Agent,

ated December 9. 1949. . t

smaller, making it a little easier
to operate than it was last year.

Conclusions

1950 looks to me like a good
year, but not exactly a carefree
year.

In many industries price chang¬
es will be smaller, and there won't
be as big a fluctuation in new

orders and production as there has
been in 1949.

In these respects, businessmen
will find an improvement. Risks
will be a little smaller, and sell¬
ing may be a little easier.
But I don't believe that we will

get away from a deep sense of
future uncertainty in the year
ahead. What will happen after
the elections? When will the fis¬
cal affairs of the government get
straightened out? How long will
building and construction hold up?
When will new car producers run
into a bad off-year? Can the
world escape another monetary
crisis? Toward what climax is the

foreign political situation leading?
Questions like these will be pop¬

ping up from time to time, de¬
manding answers.. That's what I
mean when I say it will not be a
carefree year. I think that all of
us will feel like'feeing cautious,
like waiting to see what will hap¬
pen a little later on. ;

> I hope, however, that this re¬
straint will not prevent business¬
men from acting like businessmen.

They should put a lot of effort
into selling. They should back this
up with an intelligent program of
having what the public wants.
Efforts and intelligence of this

sort will pay off, so they are well
worth while. And. if energy and
intelligence are not used, I am
afraid that the penalty will be a
serious loss of competitive posi¬
tion.

/> I hope, too, that businessmen
will continue their ffght with dif¬
ficult cost problems. These are

tough, I know. In many cases
there has been no sharp drop in
material costs. And in most cases
labor costs have been quite rigid.
A part of the problem of meeting
competition, therefore, is to get a
steady increase in efficiency.
In the field of personal invest¬

ment, I believe the same general
approach as to business operations
is advisable. In securities, I can't
see big or serious risks. But
neither can I see the beginning
of a major bull market until some
of the uncertainties we have
talked about are under way. In
real estate, only the specialist has
any business at this late point in
the cycle. Or the operator who
can qualify for government fi¬
nancing of one sort or another,
and who thus avoids all risk.

fering of $41,000,000 Louisville
Gas & Electric Co. first mort¬

gage 1%% bonds, due Nov. 1,
1979, at 102.375% and accrued
interest.

* * *

1 Ryerson & Haynes, Inc. reported
for the year ended Sept. 30, 1949
a net profit of $576,192, or $2.61
per share, compared with $242,825,
or $1.10 per share, the previous
year. Sales of $5,475,864 in the
1949 year were nearly double
those for the year preceding. The
common stock received $1.10 in
dividends, compared with 30 cents
for the year ended Sept. 30, 1948.

* * *

Watling, Lerchen & Co. was

also one of the participants in
the public offering on Dec. 1 of
1,500,000 shares of common stock
(par $5) of The Southern Com¬

pany at $11.95 per share.
* * *

Contract Purchase Corp., De¬
troit, for the year ended Sept. 30,
1949 reported a net income, after
Federal taxes and all other

charges, of $616,342, equal to $3.36
per share on the 160,750 common
shares outstanding, compared with
a net of $594,337, or $3.80 per share
on the 140,720 shares of common
stock outstanding, for the preced¬
ing fiscal year.

■ * ■' * ■ * ■ •,

: S. R. Livingstone & Co., De¬
troit, was included in the nation¬
wide group of investment houses
which underwrote an issue of

C69,508-shares of New England
Electric System common stock
(par $1) offered to the latter's

common stockholders of record
Nov. 17,1949 at $10.50 per share.
Subscription warrants expired
on Dec. 5. The stockholders

subscribed for 480,493 of the

shares and the remaining 189,015
shares were taken up by the
underwriters and offered at

$10,871/2 per share.

With Standard Bond & Shr.
(Special to The Financial Chronicle)

ROCK ISLAND, ILL. — Harold
Manlove is with Standard Bond

and Share Co., Rock Island Bank
Building.

Joins L. G. Rogers Staff
CHARLOTTE, N. C. — Charles

M. Meyers has been added to the
staff of Louis G. Rogers & Co.,
Johnston Building.

Michigan Brevities
(Continued from page 10)

preceding fiscal year. The stock¬
holders' investment has been in¬
creased to $32,988,289 which, after
deducting $4,957,950 for par value
of preferred stock, establishes a
record high book value of $28,-
030,339 for the common stock,
equivalent to $29.49 per share.

* * *

First of Michigan Corp. and
Watling, Lerchen & Co. partici¬
pated on Dec. 1 in the public of¬

Bruce Henman in Olney
OLNEY, ILL.—Bruce L. Hen-

man ig engaging in a securities
business.

DIVIDEND NOTICES

AMERICAN MANUFACTURING COMPANY
V Noble and West Streets

. 1 Brooklyn 22, New York

The Board of Directors of the American
Manufacturing Company has declared the reg¬
ular quarterly dividend of 25c per share on the
Common Stock, payable December 31, 1949 to
Stockholders of Record at the close of business
December 20, 1949. Transfer books will remain
open. ■

ROBERT B. BROWN, Treasurer

Dividend Notice

X
ARUNDEL]
^CORPORATION^

omtinom
MARYIAMO

The Board of Directors of The
Arundel Corporation has this day
(December 13, 1949), declared 25
cents per share as the regular
quarterly dividend, and 25 cents
per share as an extra dividend, on
the no par value stock of the cor¬

poration issued and outstanding
payable on and after December 28,
1949, to the stockholders of record
on the corporation's books at the
■close of business December 20,
1949.

MARSHALL G. NORRIS,
Secretary

'

115th
.- CONSECUTIVE QUARTERLY DIVIDEND

THE FINANCE COMPANY OF AMERICA AT BALTIMORE

A quarterly dividend of two and one-half per cent ($2.50 per

share) has been declared on the outstanding Common Stock of

the Company, payable December 15, 1949, to stockholders of

record December 5, 1949.

W. J. THOMPSON,
December 12, 1949 Treasurer

DIVIDEND NOTICES

The Electric Storage Battery
company

197th Consecutive

Quarterly Dividend

The Directors have declared from the

Accumulated Surplus of the Company a

final dividend for the year 1949 of
fifty cents ($.50) per share on the
Common Stock, payable December 31,

1949, to stockholders of record at the
close of business on December 12,

1949. Checks will be mailed.

H. C. ALLAN,
Secretary and Treasurer

Philadelphia 32, December 2, 1949.

Jamestown Inv. Co.
JAMESTOWN, N. Y.—Wesley J.

Swanson is forming Jamestown
Investment Co. with offices in the
Wellman Building to engage in
a securities business.

Paul Ralli Opens
LAS VEGAS, NEV.—Paul Ralli

is engaging in a securities business
from offices at 425 Fremont St.

DIVIDEND NOTICES

The Garlock

Packing Company
tV" . I December 7, 1949
A J COMMON DIVIDEND No. 294

At a meeting of the Board of Directors,
held this day, a quarterly dividend of
25 <f. per share was declared on the com-
mon stock of the Company, payable
December 27, 1949, to stockholders of
record at the close of business December
16, 1949.

H. B. Pierce, Secretary

DIVIDEND NOTICE

THE MINNEAPOLIS & ST. LOUIS
RAILWAY COMPANY

The Board of Directors of this Company
on December 10, 1949, authorized the pay¬
ment of a dividend of Twenty-five (25«!)
Cents per share on all shares of common

stock outstanding as of the close oft busi¬
ness December 22, 1949, such dividend to be
payable December 29, 1949, to the holders
of record of shares of said stock at the close
of business on December 22, 1949.

By Order of the Board of Directors.

JOHN j. O'BRIEN, Secretary

National Shares Corporation
14 Wall Street, New York

A special dividend of one dollar and fifty-
five cents ($1.55) per share has been declared
this day on the Corporation's capital stock
payable December 24, 1949 to stockholders of
record at the close of business December 19,
1949. It is expected that approximately one
dollar ($1.00) per share of this special dividend
will be designated as a "capital gain dividend,"
pursuant to the provisions of the Internal
Revenue Code, .

The Directors have also declared a dividend
of fifteen cents (15c) per share payable January
14, 1950 to stockholders of record at the close
of business December 30, 1949.

JOSEPH S. STOUT, Secretary.
December 12, 1949.

sjiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiuiiiiiiaiiiiiiiuniiiiiiiu

| New England Gas
I and Electric Association |

PREFERRED DIVIDEND NO. 11 |
| The Trustees have declared a |
| quarterly dividend of$ 1.17>h per |
1 share on the 4'/i% cumulative |
| convertible preferred shares of |
| the Association payable January |
| 1, 1950 to shareholders of record 1
i at the close of business Decern- |
| ber 15, 1949. |

H. C. MOORE, JR., Treasurer |
E December 8, 1949•

iiiiHiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiimniniinmninmmiiJ

New York & Honduras Rosario

Mining Company
12# Broadway, New York 5, N. Y.

December 14, 1949.

DIVIDEND NO. 389

The Board of Directors of this Company,
at a Meeting held this day, declared a divi¬
dend of Seventy Cents ($.70) per sbare on
the outstanding capital stock, payable on
January 6, 1950, to stockholders of record
at the close of business on December 23,
1949. This distribution represents the final
dividend in respect of earnings for the year 1949.

W. C. LANGLEY. Treasurer.

OLD TOWN

RIBBON & CARBON

COMPANY, INC.
DIVIDEND No. 29

The Board of Directors has declared a

dividend of 30 cents per share on the
Common Stock of the Company, pay¬
able on December 31, 1949 to stock¬
holdersof record at the close of business
on December 21, 1949.

JEROME A. EATON, Treasurer

December 13,1949

SEHBOMD
FINANCE COMPANY

COMMON STOCK DIVIDEND
59th Consecutive Quarterly Payment

The Board of Directors of Seaboard
Finance Co. declared a regular quarterly
dividend of 45 cents a share on Com¬
mon Stock payable January 10, 1950,
to stockholders of record Dec. 22,1949.

PREFERRED STOCK DIVIDEND
10th Consecutive Quarterly Payment

The directors also declared a regular
quarterly dividend of 65 cents a share
on Convertible Preferred Stock, payable
January 10, 1950, to stockholders of
record December 22,1949.

A. E. WEIDMAN
Nov. 17, 1949 Treasurer

GENERAL TIME
CORPORATION

Dividends
The Board ofDirectors has de¬

clared the following dividends:

PREFERRED STOCK /.
The regularquarterlydividend

of $1.0614 on the 414 per cent
cumulative preferred stock, pay¬
able January 3, 1950 to share¬
holders of record December 19,
1949.

COMMON STOCK

A dividend of 40 cents per

share payable January 3, 1950
to shareholders of record De¬

cember 19, 1949.
An additional year-end divi¬

dend of 40 cents per share,
payable January 3, 1950 to
shareholders of record De¬
cember 19,1949.
A stock dividend of 10 per

cent, at the rate of one share for
each ten shares held, payable in
common stock on January 19,
1950 to common shareholders of
record December 19, 1949. Pay¬
ment in cash will be made in lieu
of scrip certificates for fractional
shares on the basis of the closing
market price for the stock on the
record date, or the last recorded
bid price.

John H. Schmidt

Secretary-Treasurer

December 7, 1949.

WESTCL0X • BIG BEN

SETH THOMAS

STR0MBERG RECORDERS

HAYD0N MOTORS
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Behind-the-Scene Interpretations yj ^gJ » a
from the Nation's Capital xJL I t/\As JL Cr Iv

WASHINGTON, D. C—It may be taken for granted that the
Department of Agriculture will try to duck taking a firm position
on any particlar scheme for getting out of the United States the vast
surpluses it is accumulating of price-supported commodities, until
perhaps spring. Likewise it may<3>
be taken for granted, observers
feel, that ultimately the depart¬
ment will come out strong for
some scheme by which large bulks
of these commodities may be
moved*out of the United States,
almost regardless of cost.
In this slant, the department is

taking what some of its friends
think is a smart political line.
Actually, the frightening stage

of surplus accumulation will not
come until well into 1950. By that
time, it will be known whether
with winter moisture and other
conditions,, and spring planting
prospects, it looks like 1950 will
prove to be another bumper crop
year, : •
V Already the surpluses are, of
course, large, and the department
finally has admitted that early
next year it will ask for some
more money for the Commodity
Credit Corp., to take up commodi¬
ties or grant loans, VV,V/;; y

Large as these surpluses are,
however, they are not as fright¬
ening as they will seem when
and if it becomes fairly sure that
1950 will make inevitable the
accumulation of still greater re¬
serves. If 1950 looks like an¬

other surplus year, then the
farm crowd may be expected to
develop something of a panic,
for the farmers, despite accept¬
ing government bounties, are
notoriously jittery about the ex¬
istence of surpluses pf commod¬
ities on hand. For over a gen¬

eration farm thinking has been
pitched at trying to get these
surpluses out of the country.

Looking at the other side of the
coin, if the department were now
to stick its neck out for a subsi¬
dized export scheme, it would only
get the neck badly cut. For the
country is getting worried about
the size of the budget and the
contribution of farm surpluses to
the deficit. Likewise the country
is generally losing its enthusiasm
for subsidizing Europe.
Furthermore, even if ECA were

not going to be cut, Europe is a

poor outlet for even gifts cf wheat
and some other surpluses. Europe's
food 'production is pretty well
back. Britain has sewed up her
consumers to food from Denmark,
Argentina, and the Dominions, and
probably couldn't accept too much
in the way of food gifts. i

! So the only outlet is to give
the Indians, the Malayans, the
Indochinese, and the Hed Chin¬
ese—if they will accept gifts
from the U. S.—the wheat that
cannot be sold or given to Eu¬
rope. One can't expect Congress
to get enthusiastic about helping
the Asiatics or the Africans or

the Indonesians. That enthus¬

iasm will develop synthetically
when, by about next spring, it
becomes apparent that all the
extra storage capacitywon't even
hold the surpluses likely to
come on to the market.

Thus the Department of Agri¬
culture's line will be to try to let
"nature take its course," meaning
political nature. It will await un¬
til the actual abundance of crops
is so enormous that the economiz¬

ers among the farm Congressmen
will fight, bleed, and die to per¬
suade the Administration that
these surpluses should be fed to
the Hottentots, if necessary.
That is why the department

turned down the "International

Commodity Clearing House" idea
Of FAO. It was too patent an ac¬

counting gag for the giving away
of the surpluses. The political
time for this is not ripe.

So meanwhile an FAO com¬

mittee is "studying" the prob¬
lem. This FAO study will give
a kind of excuse for the depart¬
ment to delay. Meanwhile the
department is studying every
scheme from giving away food
under "Point IV" to giving it
away to the Arabs for a promise
that they will irrigate and soil-
conserve the desert. It might
even be fed to people who would
reconstitute the Garden of Eve,
albeit without a snake, even if
with apples. 'y' '7;

. y .■ ,;7.
Note: The Joint Economic

subcommittee "Monetary study,"
which-has looked ihostly like a

one-man. monopoly, mow looks
more so. Senator Paul H. Douglas
(D., 111.), the subcommittee. chair¬
man,-recently invited 'Treasury
Secretary Snyder and Govs. Mc-
Cabe > and Eccles of the Federal
Reserve Board, to come into his
Office forya "private" [discussion
cf how the Treasury and Reserve
Board "cooperate"- to reach de¬
cisions affecting tcredit manager
rnent. 1 - 'yz-r-y ■--,4y yy''■

Since he was to he away in
Michigan at the time, Rep. Jesse *

P. Wolcott (R., Mich.), a con¬
servative member of the sub¬

committee, designated a staff
member with conservative lean¬

ings, to attend this Douglas-ar¬

ranged confab, on Wolcott's be¬
half. The Treasury - Reserve
Board meeting with Douglas, in¬
cidentally, was arranged for in
open meeting. No one but Doug¬
las and staff members of the
subcommittee friendly to the
Douglas viewpoint, was allowed
to attend, or even notified of the
meeting in advance.

It may not be news in the grain
trade, but it may surprise persons
in other lines of business to learn

that ECA is giving away, free
gratis, the quotas of wheat which
European import countries which
are also'under the Marshall Plan

agreed to "buy" under the Inter¬
national Wheat Agreement.

Thus, there are two subsidies.
Commodity Credit furnishes quota
wheat at a support price, which is
40 to 50 cents per bushel over the
wheat agreement price. Congress
"pays" for this subsidy. Congress
also nicks the taxpayer for the
balance, under ECA.

i

s'.s ;]• , K'; *t'< ' V ' i
. Sources in* touch' with the

Administration predict that be¬
tween 25 and 30 administrative

reorganization plans will be sub¬
mitted to Congress during the
1950 session of Congress, under
the Reorganization Act passed
this year. The nature of these
reorganizations is a closely
guarded secret, almost as secret
as the war plans, for to let it out
that any bureau might be re¬

organized, would be to invite a

build-up of opposition. Under
the Reorganization Act either
House may upset the Presiden-
tially-sponsored plans.

$ s;-.

Until this town learns pretty

nearly exactly what is behind the

Sawyer-Truman scheme to lead
American business by the hand so

that it will be "positively guided"
in the observance of the anti-trust

BUSINESS BUZZ

"I don't like to be overly cautious, Clancey, but he might
y;:yy:'; ^y^'yy--y; bear watching!" yy/.;y':. 'V .<yy.';y.

laws, this whole thing will create
confusion.
IF the initiative for this scheme

came from Commerce Secretary
Sav/yer, there will be an inclina¬
tion to accept it on faith, and in
any case to try to go along with
Sawyer, who is personally friendly
to business.

On the other hand, the in¬
itiative may not have come from
Mr. Sawyer. There has been a

school of thought which long
has agitated giving express sta¬
tutory sanctions to the trade
practice conferences sponsored
by the Federal Trade Commis¬
sion. Through these conferences,
industries abide by a "code" of
fair competition, applicable to
their respective businesses.

IF the President is shooting at
some such idea, which could be
inferred from his letter, then how
it would be received would de¬

pend upon the objectives of th^se
code of practice conferences. The
best that industry could expect
would be that their purpose was
to clarify and give "advance ad¬
vice" on how to comply with the
law.

On the other hand, if the left-
wingers have anything to do with
it, no law empowering industry
agreement oh trade practices un¬
der government supervision will
be any good unless these practices
are pitched at directing business
to do the things which the govern¬

ment might at any time want busi¬
ness to do.

.,";fAs for giving "positive ad¬
vice" on how to comply with the
Jaw, and doing away with the
conventional surprise antitrust
suit, this will be regarded most
skeptically. The Department of
Justice and the Federal Trade
Commission have no sympathy
with interference with their

freedom to prosecute, and will
hold off only so long as White
House pressure compels them to.

."Advance advice" has been agi¬
tated for years with little success,
When Herbert Hoover was Secre¬

tary of Commerce, he failed to sell
this to the Department of Justice.
When Col. William Donovan was

Attorney General, he tried the
scheme of giving letters of bless¬
ing to industry set-ups submitted
for advance scrutiny, but dema¬
gogy ultimately broke this down.

After the Madison oil cases, in
which the oil companies were

fined for following a program

which they were asked to go

along with at the request of
former Interior Secretary Ickes,
industry Is going to be gun-shy
of acting on any official advice,
no matter how well-intentioned,
even if it should come from the

Attorney General. What one

Attorney General sanctions can

become the basis for antitrust

law prosecution by a successor

in office.

(This column is intended to re¬

flect the "behind the scene" inter¬
pretation from the nation's Capitai
and may or may not coincide with
the "Chronicle's" own views.)
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Whitley Appointed by
Royal Bank of Canada
The Royal Bank of Canada an-

nounces the appointment of
Thomas F. Whitley as Supervisor
of the bank's 233 branches in
Ontario. - He succeeds S. A. Duke
who has been the bank's Ontario
Supervisor since 1941. C. L. Walk¬
er has been appointed to succeed
Mr. Whitley as Manager of the
bank's main Toronto branch.
The new Supervisor has been

Manager of the Toronto branch
since the turn of the year and
from 1947-49 served as Assistant
to the Supervisor in Vancouver.
Mr. Whitley is a native of Winni¬
peg and spent his youth in Eng¬
land where his father was Man¬

ager of the Royal Bank's London
branch from 1915-1929. After com¬

pleting his education at Oxford,
he joined The Royal Bank of
Canada in London. - He served
overseas in World War II, from
1940-1945, rising from the rank of
Second Lieutenant to Lt.-Colonel,
Mr. Duke's retirement marks

the completion of some 45 years
in the banking business. - He en¬
tered the old Traders Bank at
Grand Valley, Ont., in 1904 and
served his banking apprenticeship
at a number of branches in On¬
tario. ' ' -

. , 7 . ;
- C. L. Walker the new Manager
of the Toronto branch, is a native
of Clinton, Ont.' Since joining the
Royal Bank in: Goderich iri 1928,
he has served the bank in widely*
scattered" points rand 'in many;
capacities. - • >'•' - '

Gerard & Co. Being. ;

Formed in Jersey City
:
JERSEY CITY, N. J.—Kenneth

Gerard Haight will shortly engage
in the securities business from of¬
fices at 1 Montgomery Street un¬
der the firm name of Gerard &
Co. Mr. Haight was formerly with
L. Magenheim & Co., J. R. Willis-
ton & Co., Arthur Young & Co.,
and Bear, Stearns & Co.

Municipal Bondwomen
To Hold Luncheon
The second Christmas Luncheon

for members of the Municipal
Bondwomen's Club of New York
will be held on Wednesday, Dec.
21 at 12:30 p.m., at the Wall Street
Club, 26th Floor, 40 Wall Street.

Steckler & Moore

To Admit
Steckler & Moore, 120 Broad¬

way, New York City, will admit
John C. Van Eck to partnership
Jan. 1. 7v .'

Cement Stocks:
Riverside Cement 7

Spokane Portland Cement
Oregon Portland Cement

Coplay Cement Mfg.
Glens Falls Portland Cement

LERNER & CO.
Investment Securities

10 Post Office Square, Boston 9, Mass.
Telephone HUbbard 2-1990 Teletype BS 69

Hill, Thompson & Co., Inc.
NEW YORK 5

Executive Sl Underwriting Offices

70 WALL STREET

Tel. WHitehall 4-4540

Trading Department

120 BROADWAY
Tel. REetor 2-2020
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