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EDITORIAL

~As We See It

The Year Ahead

For several weeks—we had almost said months
—the 'soothsayers, political and other, have been
busily peering into the coming months. It has be-
come an almost universal New Year’s custom.
This year there has been, so it has seemed to us
for some time past, an exceptional degree of
agreement as to what is ahead, at least during
the first half of the current year. For some six
weeks, perhaps longer, the economists have been
more or less unanimous that the earlier part of
this year would be “good” so far as business in
general is concerned. Among these gentlemen
there has likewise been a relatively uniform ten-
dency to. question, or at the very least to feel
uncertain about, the second half of the year, al-
though usually nothmg drastic has been predicted,
so far as we are aware.

Politicians of the Democratic persuasion have
taken up the tune. If they have not been guite

so specific as to time periods, that omission can

easily be forgiven individuals whose main con-

cern is to get themselves and their party retained
in office next autumn, when Congressional and a
number of other elections are scheduled to take
place. The Administration is oozing confidence
that the threat of a depression—which obviously
had it more than a little worried some months
ago—has now been removed, and that it has dis-
appeared because “we planned it that way.” At
least if the President and his advisers are not
really quite confident of all this, they are making

Continued on page 49

STATE OF

Glancing at 1950

By MELCHIOR PALYI

Reviewing economic situation, Dr. Palyi asserts prevail-
ing optimism about general business prospects of 1950
is well justified, provided it is not based on self-delu-
sions. Points out national economy is still unbalanced
and corrections cannot be attained by mere minor and
relatively painless adjustments. Notes over-inflated
farm prices and distorted industrial incomes, and con-
cludes continuation of present boom will make necessary
further expansion?of debt and dilution of monetary base.

i |

The year 1949 was marked by two extraordinary
crises, both of global portent. One was the breakdown
of international money planning, culminating in radical
currency devaluations in virtually every country that
is a protege of the Bretton Woods
set-up and/or a beneficiary of the
ECA. The devaluations failed to call
a halt to Europe’s and Latin Ameri-
ca’s inflationary policies and mone-.
tary warfares, which stymie the in-
ternational capital flow and the fi-
nancial reconstruction of unbalanced
economies. If the Marshall Plan in-
stalments will be reduced according
to schedule, a new “dollar crisis” is
in prospect for the, second half
of 1950. -

The fall of China to the Commu-
nists was the other event of monu-
mental significance, probably  the
most significant single historical
occurrence since World War II, Its
future effects on this country and
the world at large are incalculable. But this much is
certain: That in 1950 American diplomacy will be put
to a new and crucial test, foreshadowed lately by whole-
sale shifts in the personnel of the State Department.
Recognition or non-recognition of the new Chinese re-
gime will be the question that, in turn, involves the vital
issue of protecting or abandoning the strategic island of
Formosa—of “containing” or appeasing Russia. Both

Continued on page 51

Dr. Melchior Palyi

In the SECOND SECTION of today’s issue we show the monthly high and low prices of
every stock and bond issue in which dealings occurred on the New York Stock Exchange in
1949, also a table showing the price trend of Treasury bond . issues during the year.

Businessand Finance Speaks
After Turn of the Year

Leaders in guvetnment industry, finance and banklng
provide the “Chronicle” with their individual opinions as
to the probable trend of business in the current year.
Contributors include the chief executives of numerous
companies in all lines of business.

Continuing our custom of former years, the CHRON-
ICLE features in today’s ANNUAL REVIEW & OUT-
LOOK ISSUE the individual opinions of government
officials and of the country’s leading industrialists, bank-
ers and financiers as to the probable trend of business
in the current year. These forecasts, written especially -
for the CHRONICLE, provide the reader with up-to-
the-minute official views as to the indicated course of
bt;f}ilness in all industries. The statements begin here-
with:

HON. JOHN W. SNYDER
Secretary of the Treasury

The important recovery in business which has been
under way since last summer, despite the handicaps of
the steel and coal strikes, testifies to
an underlying strength in our -econ-
omy which, I believe, will become
more evident,as the year progresses.

There are a number of obvious
factors making for prosperous busi-
ness in the first half of 1950, which
have been pointed out by most busi-
ness observers. = The factors making
for a continued promising outlook
in the second half-year, while per-
haps less obvious, are fully as re-
assuring,

Business prosperity depends pri-
marily, of course, upon the ability
and willingness of consumers to buy
freely the products of industry., The
powerful influence of this factor was
again forcefully demonstrated dur-
ing the year just past. Despite the business unsettlement
and increased unemployment caused by the inventory

Continued on page 16
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The Security I Like Best

Constityting a continugys forum in which, each week, a differ-

ent 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. Selections may be suitable
for individuals, for trustees and for institutions.

CHARLES H, BAIRD

Coffin, Betz & Co, Philadelphia,
Pa.
One of the human. weaknesses
responsible for much grief to in-
vestors is the tendency to become
“wedded” to certain pet bonds or
stocks for
better or for
worse. Preju-
dices lead to
an inflexible
mental atti-
tude, a:dan-
- gerous ap-
proach to in-
vestment
problems in a
changing
world., The
experienced
professional
rightly avoids
such preju=
dices like the

plague.
Looking back 25 years ago
cne  might have . looked with
much favor upon a U. 8. Gov-
ernment 4% Treasury issue, of-
fered at par on Dec. 15, 1924, and
payable in gold. This was cer-
tainly a’ perfect investment, but
in April, 1933, the government
suspended gold payments, thereby
changing the entire character of
government abligations. Ten years
ago, for instance, the investor who
bought U, 8. Government Savings
Bonds, Series D, offered at 25%
discount from their 10-year ma-
turity value, expected a -2.9%
yield to matyrity. Now, however,
he is being paid off at par in dol-
lars valued at a8 40% discount in
purchasing power. An unstable
currency largely minimizes the
stability factor in government
bonds, . Some years ago the stock
of American Telephone & Tele-
graph Co. might have been “The
Security I Like Best.”
months ago it might have been
General Motars or Standard Oil of
New Jersey. Constantly changing
conditions convince me that my
favorite company or industry, at
the moment of writing this article,
will probably not. be my favorite
a year from now, :
Today the investor must either
be an expert himself or he must
employ an expert, if he expects
to attain or even retain security
from his invested capital. The
answer to the problem for the
overwhelming number of investors
is the mutual fund ‘of moderate
size, managed by gualified pro-
fessionals upon whose foresight
the investor can rely. The larger
funds, in order to avoid over=con-
centration of capital, have had to
spread their shareholders’ money
over an, unwieldy list of hun-
dreds of secyrities and, in spite of
this, still cannot avoid holding
large block of individual -securi-
ties, often difficult to liquidate
when desired. Besides, such &
spreading out of money has the
effect of relegating the supervi-
sion of the investor’s capital to
many assistants, and of the invest-
ments suffering from too little
attention by the top management.
Unwieldly size breeds the hazards
of inflexibility and too great re-
liance upon mere diversification.
Philadelphia Fund, Ing., in my
opinion, solves the investment
conundrum for most investors.
Here is a mutual fund of small
size, entirely flexible, amply di-
versified, as it is, in 25 to 39
issues. The investment portfolio,
moreover, is personally supervised

Charles H. Baird

by a small investment committee

whose collective background em-

; | braces thorough knowledge of the

Not many"

investment field, complete under-
standing of trust investment pro-
cedure, and long experlence with
successful market technique.

Through careful selection of in-
vestments, sound diversification,
and constant professional supervi-
sion, the management of Phila-
delphia Fund has as its basic
objectives: ;

(1) Conservation of principal.

(2) Payment of reasonable in-
come.

(8). Growth of both principal
and income over the longer term,
to keep pace with the long-term
trend of rising living costs.

This third objective is particu-
larly essential to investors aiming
at retirement or the education of
their children at future cost re-
quirements that cannot be prede-
termined, but ‘whigh probahly will
be greater than costs now pre-
vailing, B

The quality of supervision avail-
able to the investor in a mutual
fund like the Philadelphia Fund,
in my opinion, cannot be egualed
except by the exclusive employ-
ment of an expert investment
manager. Because such employ-
ment is, obviously, prohibitive in
cast for most investors, I believe
Philadelphia Fund, Inc., consti-
tutes the security I like best for
the future.

JOSEPH P. CROSBY

Mgr.. Utility Research Dept,,
Bear, Stearns & Ce., N. Y. City

Naturally, it is difficult to nar-
row a choice down to-bne specific
issue, but picking just one, the se-=
curity I suggest at the present
time is North
American Co,
common stock.
This issue, in
my opinion,
combines the
advantages of
(1) excellent
appreciation
probabilities;
(2) favorable
timing forsuch
appreciation;
(3) current
annual divi-
dends of $1.00,
affording a
yield of over
5%; (4) little
general market risk, and (5) the
opportunity to benefit from the
likely further improvement in the
market for public utility common
stacks.

North American under the Hold-
ing Company Act has divested it-
self of all utility subsidiaries ex-
cept Union Electric Company of
Missouri and - Missouri Power &
Light, and application fer acqui-
sition of the latter company hy
Union is pending before the SEC.
QOnce this acquisition is approved,
North American will hold 1%
shares of Union Electric for each
share of its own stock. In addi-
tion, cash and miscellaneous assets

Joseph P. Croshy

have a probable value in excess
of $250 per share of North
American.

Union Electric provides_electric
sarvice in St. Louis and adjacent
territory. The company with Mis-
souri Power & Light was the
twelfth largest in the country in
revenues in 1948, is congervatively
capitalized, and the esteem in
which its outstanding securities
are regarded can he judged by the
prevailing markets for its bonds
and preferred stocks of around a

2559 and 3.80% basis, respec-
tively. )
Latest reported earnings of

Union (year.to 9-30-49). amounted

Pty

This Week’s
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Philadelphia Fund, Inc.—Charles
H. Baird, Coffin, Betz & Co.,
Philadelphia, Pa.
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ton, Del.
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Jellinek, Jacquin, Bliss & Co.,
New York City.

United Riscuit Company—S. Lo-
gan Stirling, Eastman, Dillon &
Co., New York City. °

el

to close to $1.20 per share after
adjustment for a separate tax re-

turn, aequisition of Missouri
Power & Light and certain of the
former properties of West Ken-
tucky Coal Company. Dividends
in the same period (including
those paid by Missouri Power &
Light) were above $1.00 per share.

Based on the prices at which
comparable campanies are selling
at the present time, and allowing
for the probable value of North
American’s other assets, the cur-
rent liquidating value for North
American appears to be in the
neighbarhgod of 25% _above its
present market.

No program for the divestment
of Union Electric common stock
has been announced as yet. In re-
cent months Naorth American has
been engaged in a number of pro-
ceedings before the SEC relating
to its non-utility subsidiaries and
the acquisition of Missouri Power
& Light by Union. With regard to
the divestment of Union Electrie,
the SEC in a finding and epinian
in respect to the reclassification of
the common stock of Union Elec-
tric, stated:

“We have held that the contin-
ued existence of a.hplding com-
pany over a single operating com-
pany constitutes of itself an undue
and unnecessary complexity in
violation of Section 11 (b)(2) of
the Act. -

. . . it does appear, on the
basis of the situation now obtain-
ing, that the continued existence
of North American as a holding
company only over Union, a com-
pany with consolidated total as-
sets of approximately $333,000,000,
wauld be in violation of Section
11 (b)(2).”

Inasmuch as North American at
the end of 1949 had about $15,000,-
000 of working capital, substan-

vested as additional equity in
Union Electric if necessary or ad-
visable, and has no apparent com-
plicating factors in liquidation
(save possible minor ones relating
to its non-utility subsidiaries,
which companies have a probable
value equivalent to only around
$1.00 per share), it appears that
the distribution of Union Electric
should be made sometime in the
next several months. In the mean-
time, the value of Union Electric
common stock should be enhanced
by the likely -improyement in the
earnings of that company and ip
the general market for public util-
ity operating company cammon
stocks. North American common
is listed on the New York Stock
Exchange and, in my opinion, is a
semi-conservative investment suit-
able for individuals and trustees.
2 Continued on. page 67
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Retail Outlook for 1950

By MALCOLM P. McNAIR*

Professor of Marketing, Harvard Graduate School of
Business Administration

Asserting postwar business boom is over and competition is
here, marketing analyst predicts Lttle change in level of busi-
ness activity but w'th slight decline in wholesale and retail price
level. Looks for lower business profits in 1950 because of
tough competition and higher break-even points. Says depart-
ment store unit sales will increase, but.average amount of each

sale will be

Grazing into the crystal ball in
order to come up with a business
forecast is a highly hazardous
undertaking at the best, and it is

doubly so

when the
practitioner
has the temer-
ity to appear
before the
same audi-
ence for sev-
“eral succes-
sive years.

Sooner or

later he s

sure to be
.caught out.

As a precau-

tionary meas-

ure, there-

fore, I 'began

preparing
for this assignment by look-
ing back to see what I said last
year and discovering wherein
I was wrong. At this time last
year I predicted a lower rate of
business activity in 1949, an in-
crease in unemployment, a lower
price level, and a less favorable
profit performance. Specifically
for {the department storé business
for the first half of 1949 I sug-
gested that doilar sales would be
a little lower, markdowns higher,
grnss margin percentage lower,
-and the expense percentage high-

Prof. M. P. McNair

‘| er. with the natural result  that

protits would be down. I tailed,
however,/to appreciate: just how
kigh® the break-even point actu-
ally stood and therefore did not
foresee -how much lower profits
would be during the first half.

Then fqr'the second half of 1949 T p

frankly did not foresee the up-
turn. in general business conditions
which began in July and August.
Although in the department store
business the results for the fiseal
yeer 1949 as a whole have turned
out to be approximately what I
anticipated, nevertheless because
¢f the recovery in recent months
thie general business situation to-
day. appears to be much stronger
than 1 should have been inclined
to forecast at this date last year.

What Happened in 19492

With the benefit of hindsight
let’s look briefly at what hap-
pened in 1949, In the general busi-
ness situation there were certain
basic factors at work. First of all,
we had the long-anticipated in-
ventory readjustment which nec-
essarily followed on the filling up

‘of the, pipelines of supply. Lik‘-e—

wise we had a certain degree of

,‘.agricultural. prigce aq}justment,

“An address by Prof. McNair
before the National Retail Dry
Gueds  AsSociation® Cenvention,
New York City, Jan. 10, 1950. ,

slightly lower.

which is probably not yet finished.
Then, particularly significant for
retail business, there was a return
in 1949 to a more normal relation-
ship between consumer disposable
income and consumer spending; in
other ‘words, the so-called *spend-
ing ratio decreased somewhat and
savings increased. As I suggested
to you last year, this was essen-
tially a return to a normal prewar
relationship. Another factor hav-
ing a patticular’ bearing on the
department store business was the
continued shift back toward a
normal - prewar  relationship ' be-
tween expenditures on' soft goods
and expenditures on hard goods.
Most of what happened during the
so-called business readjustment in
1949 can be explained in terms of
those four factors; and incident-
ally, those same factors also ex-
plain why the business readjust-
ment of 1949 bore more heavily
on certain types of retail business,
particularly department siores,
than on almost any other kind o:
business.

Clearly the great postwar boom
culminated in late 1948, Prophets
of disaster had long warned us ot
dire consequences when this post-
war boom came to an end. Why,
 then, 'was not 1949 a year of more
iserious depression? Why are we
not now spinning down a fateful
i spiral of deflation as in 1921 after
the collapse of the World War 1
business boom, instead of which
we have a strong stock market
and widely expressed business op-
timism? There are some very good

reasons. First of all, you just don’t
ave, a- serious. business: setback
when the construction industry
fhe automobile industry, and the
capital goods industries generally
are booming; and all three of them
certainly were booming in the
year' just closed. Next, as many
comimentators have repeatedly
pointed out, our economy today is
substantially broader and stronger
than it was after World War I.
There is a distinct absence of that
vulnerability in the credit, bank-
ing, and financial structure which
proved so disastrous during pre-
vious periods of business down-
turn.. There is absence also of
large-scale speculation, At the
same time, added strength factors
in the way of agricultural price
supports, greater stabilization and
wider distribution of income, and
a more stable wage structure have
stiffened . our resistance to the
cumulative and . self-reinforcing
deflation - which - had come to be
considered the almost inevitable
accompaniment of a business turn-
ing point. Growing out of all these
factors in 1949 there was an amaz-
ing stability of consumer income.

Continued on page 29
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New Look in Federal Policies

By MURRAY SHIELDS*

Vice-President, Bank of

Commenting on the “new look” in Administration’s basic

objectives, New York banker interprets these as more sound

and less radical than in New Deal days. Sees changed attitude

toward taxing and spending and advocates bipartisan economic

policy which will analyze President’s program so as to avoid
gambling with the mation’s future.

“'One of the most significant de=-
velopments of the postwar period
is the dramatic change in empha-
sis which was evident in the Mes~
sages recently
presented to
Congress by
President
Truman.

The impor-
tance of this
“new look” in
the basic phi-
losophy and
objectives
of the Ad-
ministration
can hardly be
over-esti~
mated, for it
gives reason
to hope that
. we are on the
edge of a reversal in government
policies capable of having a pro-
foundly. stimulative effect on the
course of economic development
for a long while ahead.

. Evidence of a marked change
in the pattern of official thinking
is to be found in the fact that
there is more sound economics and
less radical -rhetoric in President
Truman’s most recent Messages
than in any of those issued previ-
ously by him or by his predeces-
sor. in office. Furthermore, Mr.
Truman’s obviously more con-
structive -attitude toward business
and his willingness to assume that
the road to a higher state of pub-
lic. welfare is through rapid ex-
pansion of private enterprise is
in such sharp contrast to the point
of view formerly fashionable in
official quarters. And, the realis-
tic optimism with which the Presi-
dent now appraises the future and
to which he seems to be prepared
to orient his thinking about the
‘problem of government-business
" relationships is a welcome change

from the assumption of economic
maturity  and stagnation. which
was used to justify the reforms,
- controls and doles of the past.
This suggests strongly that those
‘with their ears to the ground have
become convinced that our people
prefer full -employment by pros-
perous business to continuous de-
pendence on government relief or
subsidy.

i Additional evidence of the de-

gree to which . ofticial - thinking

has been transformed is found in
a new attitude toward government
spending, - taxation, and ' deficits.

There is now decidedly more re-

spect for government efficiency,

more .determination to make
the {ax burden less restric-
tive and more official embarrass-
ment  that the budget is unbal-
anced than we have seen for many
years. It was, not so long ago,
fashionable to consider public ex-
penditure inviolate, deficits stimu-

lative, and taxation chiefly a

means of effecting reforms.

i May it not be of the highest

significance that the Administra-

ﬁon now considers that fiscal radi-
calism does not ring the political
bell as it did before? Finally, the
repeated declarations, in -this
year’s crop of Presidential Mes-
sages, that the Nation’s policies
must be directed toward produc-
ing maximum economic strength
through - business expansion and
growth is in pointed contrast to
the policies advocated by some of
the less-than-conservative voting

—
\

: *An address by Mr. Shields be-
fore the Cigar Manufacturers’ As-
gociation of America, New. York

Murray Shields

‘groups. Consequently one is en-

the Manhattan Company

titled to wonder if the political
balance of power is shifting from
the radical-liberals to the con-
servative-liberals,

These developments provide
good reason for believing that we
are in the midst of a highly im-
portant change in Administration
thought and attitude with respect
to the general direction our eco-
nomic policy should take. But it
is essential .to recognize that the
change in objective has as yet had
no more than a modest reflection
in the specific legislative measures
advocated by the President, The
“‘new look” appears to involve
more of a change in the expres-
sion with which official policies
are clothed than in what is under-
neath. It is not surprising, but it
is nevertheless disappointing, that
the President’s legislative pro-
gram contains the same old rec-
ommendations as to labor, regu-
lation, taxation, subsidies, and
loans which were previously ad-
vocated in order to effectuate re-
forms but are now advanced as
necessary to promote the growth
of the Nation and the expansion
of its enterprise. It is to be hoped
that this ‘inconsistency between
objective and program will be re-
solved in favor of the former, and
I believe that it will be for I am
willing to take in good faith the
President’s profession of desire to
construct the framework not for a
new phase of welfare Socialism,
with all its paraphernalia of 6b-
structions to individual and busi-
ness initiative, ‘but for a new
epoch of expansion, progress and
prosperity.

Opportunity for Expansion,
Progress and Prosperity

The opportunity to do so is
unique, for the rate of progress in
industrial. and agricultural. tech-
nology has been  so great as to
furnish the means by which we
can rapidly develop vast new in-
dustries and reduce costs so that
markets can- be -widened, con-

production -expanded. This can-
not be done if incentive is dead-
ened by restrictive taxation, if
venture capital is not permitted
to come into existence or to flow
into enterprise, or if government
persecutes industry so that growth
is inhibited. But there is no rea-
son to doubt that the technological
means now exist for a greater up-
surge in production and in na-
tional well-being than we have
ever seen before,

In the face of such an opportu-
nity to make the Nation prosper-
ous and impregnably strong, it is
as urgently necessary that we
have a bipartisan economic policy
as it is that our foreign policy be
held above partisan considera-
tions, The two are in fact inter-
dependent, for it is only if we are
economically, strong that we shall
be able to raise our military po-
tential high enough to provide
some insurance against another
holocaust. I submit that we are
not likely to find a sounder state-
ment of basic economic objectives
for such a bipartisan economic
program than that the President
put forward in his Messages - to
Congress. And in constructing a
bipartisan economic program are
we not as obligated to make avail-
able to the President our views as
to the specific measures likely to

sumption potentials increased; and |

to produce the desired results as| .

inconsistent with positions taken
previously by him?

The reason why it is so im-
perative that the President’s pro-
gram be subjected to the most
searching analysis is that it in-
volves a great gamble with the
nation’s future. He has asked that
the nation underwrite colossal fu-
ture outlays. for a welfare pro-
gram, including socialized medi-
cine, more liberal unemployment
insurance, and comprehensive old
age sickness and other benefits,
the -massive expenditures com-
prehended in the Brannan Plan,
the subsidization by the govern-
ment not only of low-income but
also of middle-income housing, a
vast program of assistance to edu-
cation, the - almost unlimited
amounts necessary to transiate
the vague: promises of the Point
Four program into. reality, the
aggressive expansion of the loan
activities of the many. Federal
agencies which - are. expected to
grant low cost credit: on. liberal
terms to agriculture; cooperatives,
and foreign as well as domestic
enterprises, and the vast amounts
called for in the ‘grandiose plans
for river development, road con-
struction and other public works.
It is assumed by the President
that the wherewithal for such ex-
penditures will automatically be
generated by an expanding econ-
omy. But there .is a formidable
body of opinion among people of
the highest competence and in-

gram contains so many specific

tregity that the President’s’ pro-

proposals inimical to economic
expansion, that we are running
the risk of being in the position
of the individual who expands his
scale of expenditure not to the
limits imposed by his present in-
come, but to his rosy hopes as to
how much his income will rise in
the next 20 or 30 years. We know
that if that individual’s guess
turns out to be wrong he is sure
to go over the financial precipice.
And if the nation obligates itself
for more welfare than it can pay
fgrkit will be running the same
I1SK.

Warning on Welfare Statism

The record of other adventures
in welfare statism carry a warn-
ing for us. The most recent ex-
ample is that of the Labor Gov-
ernment in Britain. There, too
little attention to the economic
prerequisities of business growth
and too rapid an assumption of
welfare liabilities by the govern-
ment produced such weakness in
government: credit that, faced with
the option of permitting British
Government bonds to decline pre-
cipitately or of using support
measures which would inevitably
involve explosive inflation, the
authorities chose the former, with
the result that British Consols
lost almost one-third of their
value. This nation’s position is
so far.different from that of Brit-
ain that there is little danger that
we shall follow the road which
they have traveled. But, the
danger cannot be ignored, and it

is essential that the President’s
legislative program be adapted
more closely to his new objec~
tives. We can afford more wel-
fare than any other nation on the
earth—if our business is prosper-
ous; we shall have neither wel-
fare nor prosperity if we ‘persist
in policies which constrain busi~
ness enterprise.

Therefore, while the President
deserves the highest commenda-
tion for his statesmanship in re-
versing  the anti-business and
anti-growth objectives which ap-
peared to dominate government
policy for so long, it is imperative
that he seek, obtain, and accept
bipartisan counsel in perfecting a
more realistic program to attain
his new objectives. The stakes in
this great gamble with the na-
tion’s future are incredibly high,
for there is no reason to doubt
that the basic economic conditions
are so propitious that if the Pres-
ident were to lead the way to the
adoption of a really expansionary
economic program, the twin snec~
tres of want and war, which have
haunted this generation, would be
banished for our time. And if I
may he permitted the luxury of
one prediction it is that. sound
counsel will in time prevail so
that the nation’s economic policy
will provide the essential ingredi~
ent of incentive which will per-
mit private enterprise to lift our
people to higher levels of welfare
than any proponent of welfare
Socialism ever dreamed could be
attained.

-
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DEALER -
BRIEFS

~ Detroit, Mich.

During the past few months
Michigan has had the largest is-
suance of municipal bonds in its
history. It is expected that this
will continue, Practically all of
this volume is due to the issuance
of Limited Tax School bonds. De-
spite the volume, these issues have
been received better than antici-
pated. In a great many cases they
comprise names that had not been
held by the public for many years.
This, of course, has created what
we call “a scarcity demand.”—W.,
Sydnor Gilbreath, Jr., President,
First of Michigan Corp.

Asbury Park, N. J.

Business in our area had a decided
increase in the past month and we
have received quite a few inquiries
pertaining to Investment Mutual
Funds. We are anticipating in the
next few months a larger volume
of business. — Martin P. Rubin,
First New Jersey Securities Co.,

Inc.
Mansfield, Ohio

Business and Markets could be
better, if government and labor
would 'be reasonable. Taxes could
be lowered and taxable income in-
creased to the Treasury. Labor
should consolidate its gains and
allow Management to effect econ-
omies to reduce prices to the con-
sumer. Securities should be bought
with a thought to income, with a
declining volume of business, —

Gaylord W. Bahl, Jr.
Boston, Mass.

Our firm, located up here in Bos-
ton, the Hub of the Universe, the
City of Culture, is optimistic for
1950 and many years to come.
The United States is growing. The
estimated 185,000,000 populatign
25 years hence, vs. around 150,-
000,000 today, means more steel
needed, more automobiles bought,
more textiles used, more buildings
erected, more shoes worn, more
electricity demanded, more, more,
more of everything. A growing
country such as ours, gives invest-
ors opportunity of prospering as
our business corporations prosper.
We are of the opinion that an in-
creasing number of people are
awakening to the desirability of
owning shares in our good com-
panies.—Gurdon Mead, Chas. A.
Day & Co, Inc.

Harry W. Middaugh
With Boettcher & Co.

Harry W. Middaugh

(Special to THE FINANCIAL CHRONTCLE)

DENVER, COLO.—Harry W.
Middaugh has become associated
with Boettcher & Co., 828 Seven-
teenth Street, members of the
New York Stock Exchange. Mr.
Middaugh was formerly manager
of: the Denver office of Central
Republic Co. and prior thereto
was, manager-of the syndicate and

sales. departments;;‘for_-_-.;ga,}:,x;extj;;:; :

Bromifield & Co="*""

, Observations . . . .

By A. WILFRED MAY
A Closer Look at the Funds— With Mr. Ruml

The issue has been raised in this column and elsewherel of
the participation of the/ mutual funds in Blue Chip-itis—that is
of the tendency of the managers of investment trusts, as well as
trustees generally and all who are charged with the responsibility
of the custodianship of other people’s money, to
concentrate their investment selection on sup-
posedly safe and well-known: issues.

Chief motivation for such flight to the
glamor issues—bonds as well as stocks—is the -
subsequent alibi of having lost the client's
money respectably and blamelessly. Also mo-
tivating the concentrationi on the well-known
issues is the Fund distributors’ problem in
selling to their uninformed public portfolios
conlaining issues that are not known, irrespec-
tive of their value. Thus we are in a kind of
Ponzi-like chain of blue-chip “liquidity.”

Insofar as such concentration may exist in
investment trust operation, they are open to
criticism. In the first place the interests of a
fund’s individual shareholders are harmed if
its expert management operating under siza-
ble expense deductions from gross income
receipts, devotes itself to the purchase of the Dow Jones Average
or its equivalent, with its efforts largely devoted to’attempts at
general market timing.

In the second place, Blue Chip-itis in mutual funds operation
has anti-social effects, both negatively in withholding - sorely-
needed new equity capital from the country’s economy, and affirm-
atively in obstructing the constructive use of the small capi-
talists’ savings from devotion to the less well-heeled bul wor thy
and value-laden situations. Thus fund-managers’ responsibilities
to the community as well as to the individual tend to be shirked
by over-concentration on blue-chip liquidity.

Extent of Blue Chip-ism
The actual extent of issue concentration in the mutual funds’
portfolio management is of course a conlroversial question. A
compilation of the favorite 50 common stocks held by all sizable
closed-end and open-end trusts, listed according to issues and
dollar amounts of each, recently made by Aigeltinger & Co.,

“The Favorite 50” Ranked by Total Dollar Value &

- (June 30, 1949) !
No.
Trusts
Holding
67

A. Wilfred May

No.
Trusts
Holding

$ Value $ Value
(Millions) (Millions)
- $29.2 $10.6

10.5

Stock—

Gulf. Ol .rewidane
Amerada s
Continental 0Oil
Std. Oil, N. J.._
Texas Co, _.__
Montgomery-Ward _
Sears Roebuck
Phillips Pet, _
Nc, Amer. Co
Gen, Motors

Stock—
Westinghouse Elec._
U. S. Gypsum
Skelly 0Oil .

26.4
23.1
211
19.9
19.7
19.1
17.8
17.3

-
o
'S
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C. I. T. Financial__
Johns-Manville ___
Phelps Dodge

La, Land & Explor.
Inter. Bus. Mach.
Liggeit & Myers__.
Eastman Kodak .
Central & Sou. W..
Allied Chem.
U, S. Steel.______
Shamrock Oil & Gas
Penney, J. Cicceua
Paramount ____.____
Standard 0Oil, Ind..
Yngstwn Sh. & T..
Dow Chem, ____._.__
Inter. Harvester __

Nat.

Total of 10 issnes $210.4
duPont .cocicios
Inter, Faper _
Kennecott Cop

Gen,

Union Carbide .____
Std. Oil, Cal.._____
Niagava Hudson-_
Chrysler .

Am. Tobacco _

Middle Sou. Util.

vich, B, F.._.
Goodrich Deere & Co.

Humble Oil ______
Mensanto Chem. .
Inter. Nickel .__.____

H NN N RO NN OB RCOOOD D

Grand ‘total _____ $639.3

shows that of the $2!; billion total resources available for the
holding of cash, bonds and stocks, $639,000,000 is placed in the

1Dr. Sumner Slichter before the American Economic Association Dec. 3'0,
1949, said: “A way is nceded by which tens of millions of persons of dest

The
State of Trade
and Industry

Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The picture of total industrial
production for the country a week
ago remained much the same as
in past weeks. Fractionally
higher changes were registered
last week, but output continued to
hold slightly under the level for
the corresponding period of 1949.

In the field of employment,
seasonal = lay-offs occurring in
some localities had the effect of
causing both continued and initial
claims for unemployment to show
a continued slight increase for the
week,

£ £ *

Steel production the past week
continued to expand, rising to
97.2% of capacity for the period
beginning Jan. 9, 1950. This rate
was the highest since May 2, 1949,
notwithstanding. a walkout in the
soft coal mines idling more than
50,000 workers.

With consumers pressing the
mills for every pound of sheet and
strip available, producers are
meeting difficulty in clearing
away arrearages, states “Steel”
magazine in its current report on
the steel trade. Actually, suffi-
cient new business could be
booked by the sheetmakers to
assure - capacity operations into
third quarter. All the mills have
more tonnage on their books now
than they can deliver on schedule.
At least two are not yet formally
accepting second quarter business,
holding substantially more orders
than they can get out in the cur-
rent quarter, Several are enter-
taining more tonnage than they
can accommodate in the first six
months, but they are continuing
to book new business, states this
trade paper. For all practical
purposes they are accepting ton-
nage for third quarter shipment.

Some of this forward booking may
be insurance against possible
order cutbacks which a few sellers.
expect in second quarter. To date,
order cancellations and cutbacks.
have been minor though con-
sumers are attempting to revise
specifications to effect economies
as a result of the increased extra
charges now in effect. .

The strike of soft coal miners
last week against major northern
firms was extended into -the cur-
rent week at a number of south-
western Pennsylvania mines. !

Numerous locals-of the United
Mine Workers disregarded a “sug-.
gestion” by John L. Lewis, United
Mineworkers President, that they
return to work and voted to re-
main on strike, It was expected
that mines operated by steel com=
panies would bear the brunt of
the action., However, in someé
other areds, such as northern
West Virginia, United Minework-
ers’ locals voted to go back to the

its. v e
B On Monday of this weck* the
soft coal strike spread to new
areas of Penusylvania as more
than 65,000 miners in seven eastern
and southern states igaored Mvr:.‘,
Lewis’ suggestion to return’ to the
mines. Some doubt, howcver, was'
expressed by top coal in’(l‘v.lstx“‘y'_l
strategists that the strike constiz
tuted a “revolt” against Mr'. Lev
It may look that way, they said;
but actually, the operators charge;
it’s part of a dcliberate union pol+
icy designed to wear down "colall‘
stockpiles of steel producers'‘and
-other industrial consumers,"

Developments in the coal walk~
out on Tuesday reached a point

Continued on page 75

T
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means can become owners of corporations. The investment trust is the obvious
answer, and I expect to see investment trusts achieve great importance in the
next generation. Most investment trusts, however, will buy shares in only well-
established enterprises.”

Continued on page 89
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- The Budget, Taxes and the Debt

By BEARDSLEY RUML*

Formerly Chairman of Board,

N. Y. Federal Reserve Bank

Asserting tools of fiscal policy comprising the :budget, taxes
and national debt can be powerful instruments tor main-
taining high level of productive employment, Mr, Ruml defends
principle that budget deficits prudently incurred in times of un-
employment can, by reducing .unit costs, tend to be deflationary
rather than inflationary. Says it is no longer true governments
must tax to maintain solvency, since with central banking,
they can borrow under self-imposed.conditions.  Contends tax
rates should be set to balance budget at high employment level
and then “be let alone.”

One of the spectacular conse-
quences of a great world war is
the enormous speeding up of tech-
nological progress and of the
application of
scientific
‘tnowledge. It
may be prop-
erly ques-
tioned whether
these techni-
‘cal advances
at so rapid a
rate are on
the whole
-beneficial. In
particular and
in detail they
seem to in-
:crease the ma-
terial bless-
dngs and sat-
isfactions of
life. But in the aggregale they
‘force prematurely changes in cus-
tom and tradition without time
for new custom and new tradition
-to provide a firm social setling
for the new technology.

We may be certain, however,
that no war is worth the scientitic
and technical progress that ac-
‘companies it. We do not regard
this acceleration of technical prog-
ress as even a token offset to the
foss of life and the moral dete-
rioration that inevitably results
from war.

The first world war speeded the
practical development of the radio
and aeroplane, It also made us
awere ol the extent of illiteracy
in the United States and hastened
by many years the reduction of
this handicap to human freedom.

From the second world war, by
all odds the greatest contribution
of technology and science was
ftnowledge of the application of
-atomic energy. The basic scien-
tific insights. on atomic fission
were well in hand before World
Wear II began. But I have heard
it estimated that in 1939, with
imethods of separation of fission-
able materials then known, it
would take about 70,000 years to
collect enough U235 to.produce a
bomb. And yet, under the pres-
jsure of war necessity and the
prodigal - expenditure for sheer
suarvival which war releases, a
‘bomb actually exploded after a
period of six short years. Except
‘for war, mankind might never
hDave {ound out how to use atomic
cnergy, or at least, the knowledge
‘might have been delayed for
many decades. '

There are many other exampies
of accelerated technical progress
coming out of the last world war.
Radar, rocket and jet propulsion,
insecticides, the use of blood
plasma; all-illustrate the new ap-
plications and discoveries to
which our thinking must adjust.
‘We cannot wish these things away,
nor abolish them by closing our
eyes or turning our backs. The
world in which they did not exist
itself no longer exists. Manage-
ment and statesmanship that
does not take the new technology

into account is living in a dream

Beardsley Ruml

*An address by Mr. Ruml at the]
Annual Stockholders Meeting of
the Savings Banks Trust Co., New

world and is talking in the past
tense.

Advances in Finance and
Economics

The discoveries and insights
coming out of World War II are
by no means limited to physics,
chemistry, biology and surgery.
Advances have also been made in
the fields of finance and econom-
ics. The full import of these ad-
vances is not yet understood, but
we do know enough to know that
some things that many competent
people thought were true are
either false or true in a diflierent
way than was once believed. Let
me give a few examples,

In 1937, an eminent economist
advised the Treasury that unless
the budget was soon balanced. the
interest rate would go to 6%, 1o
8%, the way it had in Trance.
And yet during the war, the na-
tional debt rose from $45 billion
to $275 billion on a declining rate
of interest.

In 1940, a metropolitan newspa-
per of high reputation expressed
an opinion -editorially, which 1
suspect was generally shared, that
it was unfortunate that we were
entering a period of defense prep-
arations with the handicap of &
debt that had already nearly
reached $45 biilion. And yet the
debt increased six fold and was
at no time a limitation to our pro-
ductivity. s

In 1941, we were told that w
would have to choose between
guns and butter, that to arm for
war in two hemispheres we would
have {o cut our standard of liv-
ing sharply. And yet in 1944, the
general over-all standard of liv-
ing was at least as high as in
1941, and in addition we produced
some $80 billion worth of arma-
ment. The miracle of production
came out of productivity that had
been growing unnoticed beneath
the surface of actual output for a
period of 15 years.

Let me give one more example
of @ new insight in the- field of
{iscal economics. During the 1930’s
most = people Dbelieved that a
deficit in the Federal budget was
inflationary. Today we can see
that a nation that has millions of
-unemployed who want to work
and billions of dollars invested in
idle plants and equipment is imuch
like a factory or company that has
a sizable amount of unusued ca-
pacity. Under such circumstances,
an increase of demand tends to
reduce unit costs, and therefore
under competition tends to reduce
prices rather than to increase
them. For the same reasons, Fed-
eral deficits prudently incurred
in times of unemployinent, since
they also tend to reduce unit costs
tend to be deflationary rather
than inflationary as far as the
purchasing power of the dollar is
concerned.

These discoveries, insights, or
whatever you want to call them,
in the field of economics and [i-
nance are just as real as radar,
DDT, and atomic energy. They
are not matters of theory or wish-
ful thinking, they are matters of
experience and observation. The
plain fact is that the war was ac-
tually financed on a declining rate
of interest. What does-this mean?
It means that a new relationship

York City, Jan. 18, 1950,

has been created between the

private money market and the
national state. This relationship
was created by law in 1913, 1933,
and 1934, but it required the im-
pact of a World War o give us
the experience necessary for un-
derstanding, in part at least, what
had happened.

1t we look. at the financial his-

tory of the war, it is apparent that|

na-ions were able to pay their

bills- even- though their tax rev-

enues. .fell .-short .of . .expenses.
Those countries whose expenses
wele greater than their receipis
from taxes paid their biils by ber-
rowing the necessary money.

A government which must de-
pend on leans and on the refund-
ing of its loans to get the money
it requires fer its operations is
necessarily, dependent on the
sources from which the money
can be obtained. In the past, if
a government persisted in bor-
rowing heavily to cover its ex-
penditures, interest rates would
get higher and higher — and
greater and greater inducements
would have to be offered by tne
government to the lenders. As a
conseguence, power over the gov-
ernment would gradually shift, in
some measure, to. the money mar-
ket, which could dictate the terms
on which the necessary’ loans
would be made. Governments:in
those days found that the only

way they could maintain both
their sovereign independence and
their solvency was to tax heavily
enough to meet a substantial part
of their financial needs, and to be
prepared-—if placed under undue
pressure—to tax to meet them ail.

Taxes

The necessity for a government
to be prepared to tax in order to
maintain both its
and- its solvency still holds true
for state and local governments,
but it is no longer true for most
national governments. Two
changes of the greatest conse-
quence have cccurred in the last
25 years which have altered the
position of the national state with
respect to the financing of its re-
quirements. < The {first of these
changes is the gaining of vast new
experience-in the management of
central banks. The second change
is the elimination, for domestic
purposes, of tue convertibility of
the currency into gold or into any
other comimodity. No longer do
private lenders have the final
word on the fiscal policies of a
national government which does
not tax.

This final freedom from the im-
position of unwanted control on
the national state by private lend-
ers holds true for every sovereign
national state where there exists

Independence jstate which has a central banking

‘ments.
iconsideration in the imposition of

an institution which functions in
the manner of a modern central
bank, and whose currency is not
convertible: into gold -or into some
other .commodity, The unsound
ipractices of a reckless, taxless
government can and should be
controlled by the citizens of a de-
mocratic country; but they must
exercise this control as citizens,
and not as lenders. s

The United States is a national-

system, the Federal Reserve Sys-
tem, and whose currency, for do-
mestic purposes, is not convertible,
into gold. It follows that our Fed-

‘eral Government has . final - free~

dom from the money market in
meeting its financial require=
Accordingly, the prime

taxes has become the inevitable
social and economic consequences
of the taxes that are imposed.
Since. all taxes have consequences
of a social and economic charac-
ter, all Federal taxes must meet’
the tests of public policy and prac=-
tical effect.

By all odds, the most important
single purpose to be served by the
imposition of Federal taxes is to
aid in the maintenance of a dollar
which has stable purchasing pow-
er over the years. Sometimes this

Continued on page 83.
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F. EBERSTADT & CO. INC.

This announcement 1s not to be construed as an aoffer to sell or as an offer to buy the securities herem mentioned.

The offering 15 made only by the Prospectus.

125,000 Shares

Webster-Chicago Corporation

Common Stock
$1 Par Value

Price $11.25 per share

Copies of the Prospectus may be obtained from the undersigned only
m states in which the undersigned are qualified to.act as dealers in
securities and in which the Prospectus may legally be distributed.

SHILLINGLAW, BOLGER & CO.

Not a New Tssue
aav BN RS

January 18,1930

- \
All these shares having been sold, this announcement appears as a matter of record only.

32,500 Shares

Combustion Engineering-Superheater, Inc.

Capital Stock

(No Par \_'alu(-)

Kuhn, Loeb & Co.
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San Francisco Exch,
'Elecls New Officers -

S8AN FRANCISCO, CALIF.—
Douglas G. Atkinsoit of Dean
Witter & Co. was elected Chair-
man of the Board of Governots

- for the third time at the annual
meeting of the San IFranciseo

Stock Exchange, New miembers

of the board elected for terths of
tWo years are: Mark C. Elwotthy
of Mark C. Elworthy & Co;
Ferdinand C." Smilth ~of Metrill
Lynch; Pierce, Fenuer & Beatie;
and Ralph E, Van der Naillen of
Douglass, Van der Naillen & Co.,
Ine. In addition to the ubove,
Howard J. Greene of Sutio & Co.;
Johtt P. 8ymeg of Henry F, Swift
& Co.; and” Ronald E. Kaehler,
President of the Exchange, . are

members of the Governing Board.

Elected to the Nomiilating
Committee -to serve for tite cur-
tent year were: Richard P. Gross,
Stone & Yourgbetg, Chairtian;
Wm. H. Agnew, Shuman, Agnew
& Co.; H. H, Davidson, Bailey &
Davidson; George A. Heiiitz, F. B.
Keyston Co., and Sherman Hoel-
scher, Sherman Hoelscher & Co.

Robt. Winthrop Director

Robert Winthrop has been
elected a director 6f United States
& Foreign Securities Corp. and
United States & International Se-
¢urities Corp, . Mr.  Winthrop is
genior partner of the investméht
banking fitm of Robert Winthrop
& Co. and is a director of National
City Bank of New York, City

Bank Farmets Trust Co., Green
) . '4-___ ;

Bay & Western RR. Co., and is a
trustee of the Seaman’s Bank for
Savings.

Ellis, Holyoke Adds Two

(Srecial to The Financiay Cironier E)
LINCOLN, NEB.—Harold B.
Johnson and Clifforq G. Rowley
have become associated with Ellis,

Holyoke & Co., Stuart Bldg.

[ty i T e e = i

New Issue
S S i

White, Weld & Co.

i — \

Intercst Exciipt, in the opinion of counsel, under present laws, from all Federal Income Tayes.

$70,000,000

State of Washington
War Veterans’ Compensation
6%, 1%% and 2% Bonds

Dated January 1, 1950

Coupon bonds in the denomination of $1,000 each, reg! :
interest (January 1 and July 1) payable at the office of the State Treastirer of, at the
Fiscal Ageticy of the State of Washingtoii in the City of Néw

These bonds, part of an authorized issue of $80,000,000, will constitute valid and di
pensation Bond Retiretent Fund established by Cha
s of cigarette taxes in the amounit and mantier prescribed by said act.

from the War Veterans’ Com
State is obligated to pay the proceed

Bonds maturing ofi and aftet Jatiy
of the State of Washington, at par

Fibiiciciiii ]

$2,032,000
2,154,000
2,283,000
2,420,000
2,565,000
2,610,000
2,656,000
2,703,000

We offer these bonds when, as and if issued and received by us, and subject to the approval of legality
City. Such oferhig is not snade herchy, but only by mewns of the offering circular, copies of wh
circulated, from only such of the uirdeisigned as are registered dealers and are ofiering

Coffin & Burr

Incorporiated

Kean, Taylor & Co.
Stern Brothers & Co.
Tucker, Anthony & Co.  Bramhall, Barbour & Co., Inc.

J. G. White & Com

Incotporited

Grande & Co. Inc.
Reinholdt& Gardner: Folger, Nolan Incorporated First Southwest Company John C. Le

Januaty 13; 1950

anr'tx Pate

Y&p'r‘
£0%
.70
S0
90

1.05

1.15

1.25

1.40

1951 6%
1952 6
1953 6
1954 . 6
1955 1%
1956

1957

1958 1%

Kuhn, Loeb & Co.

‘Eastman, Dillon & Co.
A. G. Becker & Co.

Reynolds & Co.
Ira Haupt & Co.
F.W. Craigie & Co.

Stifel, Nicolaus & Company

Incorfiorated

$2,750,000

isterable as to principal onlv, ot as to both printipal and interest

/

Due January 1, 1951-1974, as shown below

York, New York.

Yield or

Amount

Métarlty- Rate
1959 1%%
1960

1%
1961 1%
1962 1%
1963 1%
1964 1%
3,051,000 1965 1%
3,105,000 1966 - 2

(Accrued Iriterest to be added)

2,795,000
2,847,000
2,897,000
2,947,000
2,999,000

Union Securities Corporation

Incorporated

G. H. Walker & Co.

I'corporated

Price
1.50%
1.60
1.70
1.7
1.80
1.85
1.90
100.

Bear, Stearns & Co.

R. H. Moulton & Company

Amvoant
$3.167,000
3,230,000
3,295,000
5 3,361,000
3,428,000
3,497,000
3,367,000
3,638,000

1967
1968
1969
1970
1971
1972
1973
1974

Wi E. Pollock & Co.,

Incorporated

Maturity Rate

Fordyce & Co.
g¢ & Company Clement A. Evans & Co.

, atid reconvertible, Priticipal and semi-anhual
option of the holder, at the office of the

rect obligations of the State of Washington, payable solely
pter 180, Laws of Washington, 1949, into which fund the

aty I, 1961 ate subject to redemption priot to maturity, in the ifivetse otder of their numbers, at the option
" and accrued interest on any interest payment datei oh or after January 1, 1960. s

ty Rate Pricg
2% 100.
2 99%4

2 981,

2 98

2 97Y2

2 97

2 97

2 97:

by Messrs. Wood, King & Dawson, Attornevs, of New York
fch ity be obtuiited dit any stite in which this announcement is
these securities in compliance with the Securities Law of such state.

Harris, Hall & Company

(Incorporated)

Weeden & Co.

Incorporated

Hirseh & Co.

Inc.

TheRobinson-HumphreyCompany W.E. Hutton & Co. Heller, Bruce & Co.
 King, Quirk& Co.  Roosevelt& Cross  Laurence M. Marks & Co.
pany American Securities Corporation Whiting, Weeks & Stubbs The Ohio Company Blunt Ellis & Simmons

R. L. Day & Co.

Kaiser & Co.

Iticorporated

A o

i
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I From Washington
Ahead of the News

By CARLISLE BARGERON

The fight in the House over refurning to the Rules Com-
mittee the power that was taken from it at the last session is of
importance to all citizens. It is not. just a- matter of scram_blmg_
politicians, seeking influence and prestige, although that is, of
course, what politicians are always doing.

It should be remembered that for several
years up until the last session, the House Rules
Commiittee could say and did say what legis-
lation, out of the some 3,000 bills introduced
during a session, were to be acted upon by
the House as a whole. Ever since the days of
Spcaker Joe Cannon, who held a Czaristic con-
trol over the House, the Rules Committee,. to
which the power was given in the overthrow
of Cannon, has served as brake on reckless
legislation and on reckless spending, The
members of the House, a hodge-podge of
Americans of all creeds, racial strains and
levels of life, liked this, because they could
introduce the most irresponsible bills imagin-
able with a view to cultivating their constitu-
ents but with the realization that nothing
would come of them.

However, in the last session, the great wave of “democracy”
that is sweeping the country, and as I understand it, India and
Asia, prevailed in the House and. before the Rules Committee
knew what was happening to it, its. power to bottle up silly or
-revolutionary measures had been removed. Under the new order
any committee chairman can, after. a prescribed period, call up a
measure which the Rules Committee had been sitting on, and de-
mand action. The Speaker is supposed to be under compulsion
ta recognize .him when he demanrds the floor, On paper, this is a
return to the Speaker Cannon days. On paper it makes Speaker
Sam Rayburn the boss that Speaker Cannon was.

But Sam Rayburn is far removed from Speaker Cannon. With
the authority of a boss he would not know how to wield it. An
.amiable fellow who likes to say that in no other country in the
world could such as he have risen to the position he has, and who
therefore thinks all is well with our Republic and there can’t pos-
sibly be anything wrong, the committee chairmen have been
running hog wild under him. Some of them are men with a sense
of ‘responsibility, some of them are not. Those with the sense of
responsibility have chafed about being put under the guns and
having to call up measures which they didn’t believe in but which
demagogic public pressure forced them to call up.

There are 435 members of the House. The theory of our gov-
ernment is that they represent the grass roots. Through them,
with all their faults and weaknesses, rank and file America i
supposed to have expression. :

But the emotions and excitements of the day are not supposed
to become law. If the American people want anything they can
get it after a period of agitation which proves that they really
want it. But the loud voice of today sheuld not become the law
of tomorrow. Therefcre we have our checks and balances which
a Speaker Cannon or a House Rules Committee or a strong Sam
Rayburn or strong committee chairmen are expected to be.
Rayburn hasn’t been that, couldn’t be that and as was to be ex-
pected, the committee chairmen haven’t been that.

The effort now is to get the control of the unwieldly House
back to the determined men who compose the Rules Committee.
It has a very delinite purpose, aside from that of bottling up loose
legislation. The effort has for its purpose the checking of the
spending spree,

It has become apparent to the thinking members of the House,
the number of which I haven’t the slightest idea and I am afraid

Carlisle Bargeron

STATE AND MUNICIPAL BONDS
CORPORATE BONDS
LOCAL STOCKS

PN
Thaf'Rdl‘giﬁS'dn-Humphreg Eomﬁaﬁg

Established 1894
RHODES-HAVERTY BLDG.
- Teletype AT 288

ATLANTA 1, GEORGIA
Long Distance 421

Olympic Radio & Television Inc.
Common Stock

Analysis on request

' LUCKHURST & COMPANY, Inc.

Member New Yorlk Security Dealers Association
40 Exchange Place, New York City 5, N. Y.
Telephone HAnover 2-0270 Teletype NY 1-1825

there are not enough, that the way to stop spending is to check
the spending legislaticn or the legislation that involves spending,

at its source.

_This was never more apparent than in the infamous 80th
Congres which among its other acts of infamy made a serious ef-

fort to reduce the budget.

Chairman John Taber of the House

Appropriations Committee, brought into Washington some of the

country’s outstanding researchers and economists.

But every-

where these fellows went, -notwithstanding that they came up
with all sorts of recommendations for expenditure cuts, they
were estopped by legislation, enacted years before, authorizing this

and that expenditure.

The fact is crystal clear that before the budget is materially
reduced, there has got to be some cleaning out of the cob-webs of

legislation. That is not likely to

happen.

But legislation authorizing. future spending can be stopped.
Return of the House power to the Rules Committee is an effective

way in which it can be stopped.

I do not know how far the fight to return the power to the
committee will get. But its leaders are using the spending argu-
ment. They are using it persuasively and they may prevail, be-
cause most members taken singlehandedly are right responsible
fellows and realize we can’t go on the way we are.

Dealer-Broker I nvestment
Recommendations and Literature

It is understood. that the firms mentioned will be pleased

to send interested parties

the following literature:

Appraisal of 1950—Annual re-
view and forecast .letter covering
a review of the past year, analysis
of the broad -economic outlook,
study of basic business.conditions,
analysis of leading industries, and
a forecast of corporate earnings
and dividends—write to manager,
research department, H, Hentz &
Eof\’l t%? Beaver Street, New York

Bache Selected - List—ReVised|

ﬁ Co., 115 Broadway, New York 6,

“"What’s Ahead for Canada in 1950
—Composite ‘opinion of Canadian
Outlook—A. E. Ames & Co., Inc.,
2 Wall Street, New York 5, N.Y.

Year-End Prices (1949) Foreign
External & Internal Securities—
Tabulation—New York Hanseatic
Corporation, 120 Broadway, New
York 5, N. Y.

|.~_Also available is a tabulation of

list of issues considered attractiy;
—Bache & Co., 36 Wall Street;]
New York 5, N. Y. e

Bank Stocks—Year-end comg@{;
rison and analysis of 19 New York
City Bank Stocks available Jan..
J6—Laird, Bissell & Meeds, 120
Broadway, New York'5; N, Y. .-

Common Stock Program for In:
vestors—Listing 44 stocks in 11
basic industries—G. H. Walker &
5?0'1’\1 %{ Wall Street, New York

Crossroads of the East — Bro-
chure discussing industrial oppor-
tunities in New Jersey — write
Dept. 1, Public Service Electric &
Gas Company, 66 Park Place,
Newark, N. J. .o

Detroit Bank Stocks—Annual
analysis—First of Michigan Corp.,
Buhl Bldg., Detroit 26, Mich.

Graphic Stocks—January issue
affords large, clear reproductions

of 958 charts complete with divi-~ | I

dend records for the full year of
1849 and showing monthly highs,
lows, earnings, dividends, capi-
tafizations, . volume on virtually
every stock listed on the New
York Stock and Curb Exchanges,
covering- 12 full years to Jan. 1,
1950—Single copy (spiral bound),
$10.00—yearly (six revised is-
sues), $50.00—A special offer is
also being made of three editions
of Graphic Stocks, 1924-1935 and
1936 through.1947 and .up-to-date
current edition all’ for $25.00—.
F. W. Stephens, 15 William Street,
New York 5, N. Y.

Equipment Trusts—Study . trac-
ing their development from the
early part of the 19th century—,
Freeman & Co, 61 Broadway,
New York 6, N, Y.

Natural Gas Industry—Analy-
sis—Newburger, Loeb & Co., 15
Broad Street, New York 5, N. Y.

Qil Production in Canada—An-
alysis—Dominion Securities Corp.,
;1\;) Exchange Place, New York 5,

o Y . )

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

Railroad Income Bond Interest

feliminary New York Bank
'gi‘!_gmings.

5,
2

* *® *®

>

fr--American Hair & Felt Co.—
FCircular—Swift, Henke & Co., 135
South LaSalle Street,Chicago 3, I11.
~~-Poeing Airplane Co.—Analysis
““Newburger & Co., 1342 Walnut
§treet‘ Philadelphia 7, Pa.
_oCensolidated Grocers Corp.—
‘Summary and analysis—J. Barth
& Co., 482 California Street, San
Francisco 4, Calif.

General Electric & Gas Co.—
Analysis—H. M. Byllesby and Co.,
Inc., Stock Exchange Bldg,, Phila-
delphia 2, Pa.

Tlinois Bell Telephone Co.—
Analysis— J. P. O’'Rourke & Co.,
Board of Trade Bldg., Chicago 4,
111,

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

Missouri Pacific—Analysis of
the general 4s of 1975 vs, the con-
vertible 5%s of 1949—McLaugh-
lin, Reuss & Co., 1 Wall Street,
New York 5, N. Y.

Missouri Pacific Railroad—Re-
view — Ira Haupt & Co., 111
Broadway, New York 6, N. Y.

New England Public Service
Co.—Special survey—Ira Haupt
& Co., 111 Broadway, New York
6, N. Y I

Parke, Davis & Co.—Memoran-
dum—A. M. Kidder & Co., 1 Wall
Street, New York.5, N. Y.

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

South Shore 0il & Development
Co.—Analysis of interesting low-

and dealers only—J. W. Gould &
Co., 120 Broadway, New York 5,
N. Y. 4

Southwestern Electric Utilities
—Analysis—H, Hentz & Co., 60
Beaver Street, New York 4, N.Y.

Twentieth - Century . Fox-Film
Corn.—Analysis of current posi-
tion and outlook—Hayden, Stone
& Ce., 25 Broad Street, New
York 4, N. Y.

United States Fidelity and

Coverage—Discussion—Goodbody

Guaranty Co.~—Analysis—Geyer &

priced ..speculation. for . brokers

Co., 63 Wall Street, New York 5,
N. Y. .

Washington Suburban Sanitary
District—Addresses delivered be-
fore the Municipal Forum of New
York by 'T. Howard Duckett;
Harry B. Shaw; Townsend Wain-
wright of ‘Wainwright, Ramsey &
Lancaster; and Robie L. Mitchell
of Mitchell & Pershing—Munici~
pal - Forum of New" York, care
Shields & Co., 44 Wall Street,
New York, N. Y.

Western Maryland Railway—
Analysis—Eastman, Dillon & Co.,
15 Broad Street, New York 5,
N. Y.

Etsel Sutton Opens

(Special to THE FINANCIAL CHRONICLE)
DENVER, COLO.—Etsel C. Sut-
ton is engaging in a securities
business from offices in the Colo-

rado National Bank Building.

Joins Stone & Webster
(Special to THE FINANCIAL CHRONICLE)
BOSTON, MASS.— Robert B.
Thomson has joined the staff of
Stone & Webster Securities Corp.,
49 Federal Street.

KELLOGG CO.

Declared $2.35. Per Share
Bringing Total For 1949
To $3.75

Moreland & Co.

Member Detroit ‘Stock Ezchange
1051 Penobscot Building
DETROIT 26, MICH.
Bay City — Lansiag — Muskegon

OUR COMMON STOCK
PROGRAM FOR INVESTORS

Lists 44 Stocks in
11 Basic Industries

Copy on request

G. H. WALKER & Co.
ESTABLISHED 1960
Members New York Stock Ezchange
ONE WALL STREET, NEW YORK §
ST.LOUIS HARTFORD PROVIDENCE

Our Stockholder
Relations Department

Will Design a Program to Suit

YOUR
Corporation’s Needs

We Invite Inquiries from
Corporation Ezecutives

Stockholder Relations' Department

Stanley Heller & Co.

Members New-York Stock Exchange
Members New York Curb Exchange

30 Pine Street, New York §
‘ WHitehall 4-9200

Dealers in

REAL ESTATE

MORTGAGES — BONDS

UNLISTED SECURITIES
i —

C. H. TIPTON
SECURITIES CORP.

Members N. Y. Security Dealers Ass'n
111 Broadway, New York 6, N. Y.
Telephone WOrth 2-0510
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‘Mutual Fund Manager Views
1950 Economy

By HENRY J. SIMONSON, JR.
. President; National -Securities & Research-Corporation -

- After.reviewing-President Truman’s State ‘of the Union Mes-
«.:sage, along’ with " his :report' on -economic conditions-and. the

- rproposed .Federal Budget, Mr.

Simonson ‘concludes business

activity will continue at relatively -high rate-during first half
of 1950 and stock prices will be generally higher. Says careful
selection is required for profitable stock purchases.

Speaking in behalf of our econ-
omists and the executive members
of our Investment and Research
Department, it is pleasing to be
able to report
that the out-
look for busi-
ness in 1950 is
good.

We also
believe,
based upon
our estimates
of earnings
and dividend
forecasts, that
generally
higher stock
prices than
those cur-
rently pre-
vailing are
fully justi-
fied, although careful selection by
industry and issue is still an im-
portant requisite for the successful
investor.

Following are our views on
President Truman’s Messages and
the economy for the first six
months of 1950.

State of the Union

Based upon the expectation of a
continuation of the coalition of
the Southern Democrats and the
Republicans in the second session
of the 81st Congress, the compos-
ite opinion of the staff as to the
likelihood of action this year on
the major items contained in the
State of the Union Message de-
livered to the Congress on Jan, 4,
1950, is as follows:

(1) There will be no Civil
Rights legislation,

(2) Taft-Hartley repeal is not
expected.

(3) Neither corporate nor per-
sonal income taxes are expected
to be increased.

(4) Some reductions in wartime
excise taxes are expected.

(5) The Brannan Farm Plan is
unlikely to become law, but farm
supports will be continued.

(6) No socialized medicine legis-
lation is expected.

(7) Rent controls’ will be ex-
tended.

(8) The Social Security pro-
gram will be limited to an exten-
sion of the number of persons cov-
ered by old age benefits.

(9). ECA program expenditures
will be reduced.

(10) Military expenditures will
be, continued,

(11). Support of the United Na-
tions is assured.

(12) The challenge of Commu-
nism- will be successfully . met—
short of war.

(13); Aid from the United States
to the unproductlve countries of
the world (Truman’s Point 4) will
meet with great opposition.

(14). Creation of thé¢ National
Scientific. Foundation for the
peaceful’ development of atomic
energy will be approved.

(15) Aid to housing for those in
the middle income groups will.be
forthcoming.

(16) So-called “Monopoly Laws”
will not be enacted.

(17) Aid to educatmn is ex-
pected.

H. J. Simonson, Jr.

Economic -Message
It was the composite opinion
of the staff' that the Economic
Message was highly conciliatory
" to business and ‘that while all the

. goals sought may not be reached,

it was generally apparent that the
Government would take steps to
stimulate business activity in the
event there should be any reces-
sion indicated during 1950. Brief
comments on the highlights of the
Message follow:

(1) Reducing unemployment to
2 million-2% million seems rather
unlikely with the civilian labor
force increasing at the rate of ap-
proximately 1 million a year, but
it does appear that unemployment
will not exceed the current 3%
million {igure by very much any
time during the current.year.

(2) The admission that the basic
economic problem facing the
country is not that of combating
inflation indicates a change of
heart and a realization of current
conditions, Relatively stable prices
seem likely with but few increases
and price cuts in the various areas
of business,

(3) The President's statement
that lodging of wage adjustments
in the hands of management and
labor, indicates the hope that
management may get more recog-
nition in the future than it has in
the past, The comment “the par-
ticipants in collective bargaining,
particularly in dominant indus-
tries, should recognize that wage
adjustments affect not only the
employers and workers immedi-
ately engaged, but also the whole
economy” as an indication of Ad-
ministration policy is recognized
as constructive,

(4) Considering National Gross
Product at an estimated $259 bil-
lion in 1949 and the statement
“Productivity per worker should
be increased by at least 2 to 214 %
a year” there is an indication that
any. Administration activities -that
may retard an increase in National
Gross Product will be limited.

(5) The five year program of
the President to increase Gross
National Product to $300 billion

Continued on page 65

William C. Leon Joins
Stanley Heller & Go.

William G. Leon, formerly of
Dean Witter & Co., is now associ-
ated with .Stanley Heller & Co.,
30 Pine Street, New York City,
members of the New York Stock
Exchange, as senior analyst and
director of the stockholders rela-
tions department. Mr. Leon is a
member of the New York Society
of Security Analysts and has had
many years experience in Wall
Street.and a broad understanding
of the importance of maintaining
a liaison -between - corporation

|management and the financial

community,

James Coulter With
Mason, Moran & Co.

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—James M.
Coulter has become associated
with "Mason, - Meran ‘& Co., 135
South La Salle Street, members
of the Midwest .Stock Exchange,
He was formerly with E. H. Rol-
lins & Sons, Inc, angd prior
thereto he was an officer of Se-
lected Investments Co,

Joins A. C. Allyn Staff -

© . (Special to THr FINANCIAL CHRONICLE) +(Special to THE FiNaANcCIAL CHRONICLE) . (Special to THE FINANCIAL® CHRONICLE)

BOSTON, MASS.—Joseph Di| FLINT, MICH. — Robert XK.| 'ST. LOUIS, MO.—Robert . E.
Sessa has been added to the staff|Smith has joined the staff of A:C.|Henske has-joined the staff of
of White, Weld & Co., 111 Devon-| Allyn & Co., Inc., Geriesee Bank{|Slayton & Co., Inc., 408 Olive
shire Street Bldg. Street,

With-White, Weld . - With Slayton & Co., Inc.

Tlm announcement is not an offer to sell or a solicitation aj an aﬂ'er’ to buy, ”lc‘.!‘t‘ secur llm
The aj}'e; ing is made only by the Offering Circular.

| $55,000,000
'Chicago, Rock Island and Pacific
Railroad Company

First Mortgqge 27%% Bonds, Series A

Dated January1, 1950

Due Jdllll«lr\’ I, 1980

The issuance and sale of these Bonds are subject 10 authorization by the
Interstate Commerce Commission.

Price 99%% and accrued interest

7/:: Offering Cir cular may be obtained in any state in which this announcement is circulated from only such
of the undersigned and other dealers as may lawfully offer these securities in such state.

HALSEY, STUART & CO. INnc.
A.G. EE&I!SREAFT%E& CO. DICK & MERLE-SMITH EQUITABLE SECURITIES CORPORATION

HALLGARTEN & CO. HARRIS HALL & COMPANY
(INCORPOIATEB

HEMPHILL, NOYES, GRAHAM, PARSONS & CO. LEE HIGGINSON CORPORATION
CARL M. LOEB, RHOADES & ‘CO. -MERRILL LYNCH, PIERCE, FENNER & BEANE
OTIS & CO. PAINE, WEBBER, JACKSON & CURTIS R. W. PRESSPRICH & CO.
(INCORrO‘KﬁTED) L

, L. F. ROTHSCHILD & CO. SALOMON BROS. & HUTZLER
SCHQELLKOPF, HUTTON & POMEROY, INC. SHIELDS & COMPANY
AMERICAN SECURITIES CORPORATION COFFIN & BURR GREGORY & SON

‘ INCORPORATED INCORPORATED
STHOUD & COMPANY WEEDEN & CO. WILLIAM BLAIR & COMPANY
INCORPORATED INCORPORATED

F.S. SMITHERS & CO.
January 19, 1950

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

$40,000,000

Niagara Mohawk Power Corporation
General Mortgage Bonds, 234 % Series due 1980

Dated January 1, 1950 Due January 1, 1980

Price 101.85% and accrued interest.

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

HALSEY, STUART & CO. INc.
A. G. BECKER & CO. BLAIR, ROLLINS & CO. . HALLGARTEN & CO.
INCORPORATED
PAINE, WEBBER, JACKSON & CURTIS

INCORPORATED -

HORNBLOWER & WEEKS  OTIS & CO.
® (INCORPORATED)

BURR & COMPANY, INC.

"HIRSCH & CO. WEEDEN & CO.

AMERICAN SECURITIES CORPORATION
ESTABROOK & CO. GREGORY & SON
» i INCORPORATED INCORPORATED
WILLIAM BLAIR & COMPANY THE ILLINOIS COMPANY
STERN BROTHERS & CO.

WM. E. POLLOCK & CO.,

January 19, 1950

INC.

pitized for FRASER
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Missouri

Net sales of Brown Shoe Co.,
St. Louis, for the year ended Oct.
31, 1949, amounted to $80,377,978
which is 5% less than the all-
time high record of $84,404,361 in
the 1948 fiscal year. Profit after
tfaxes amounted to $2,543,052,
equal to $4.84 per common share
after deducting dividend require-
ments on the preferred stock, and
compares with $2,555,079, equal
to $4.87 per common share in 1948.
Current assets at Oct. 31, 1949,
were  $26,680,950, with current
liabilities at $4,579,510, a ratio of
582tol.

Scherck, Richier Co. on Dec.
20 participated in the public of-
fering of 400,000 shares of com-
mon stock (par $1.25) at $5.25
per share, which was oversub-
seribed.

Earnings -of Curlis Manufactur-
ing Co. for the year ended Nov.
30, 1949, ‘after providing for
Federal 'md State income taxes
amounted to $323,317, equivalent
to approximately $1. 67 per share
on the 193,365 shares of common
stock outstanding. This compares
with $810,124, or. $4.19 per share,
for the pxecedmg fiscal year. Wal-
ter C. Heckler, President, said
“The company ha ample working
funds to finance its business with-
out resorting to- borrowing.” Cur-
rent assets at Nov. 30, 1949

Brevities

amounted te $2,755,959, as against
current liabilities of $341,725.

G. M. Walker & Co., St. Louis,
investment -dealers, participated
in the underwriting of an is-
sue .of Seuthwestern Investment

Co, 59, cumulative convertible
sinking fund preferred stock
(par $20), amounting to 62,500
shares, which were first offered
in exchiange for the three issues
of outstanding preferred stock.
The offering was made at par
and accerucd dividends,

Edison Brothers Stores, Inc., has
concluded arrangements through
Lehman Brothers, G. H. Walker
& Co., and Bacon, Whipple & Co.
for a loan of $1, ‘750 000 from -a life
insurance firm under a 3%% 17-
year promissory note due Jan. 15,
1967, according to Harry Edison,
Prasident. The proceeds.are to be
used ‘to pay for improvements to
leated premises and ‘for general
corporate purposes.

L3

Rice-Stix, ¥nc. ‘for 'the year
ended Nov. 30, 1949, reported
net salcs of $47,018,478, and net
profit after income taxes of $1,-’
103,894. This compares with
$56,174,111 and "$2,261,679, re-
spectively, for the preceding

fiseal year. On Jan. 4, 1950, an

Black, Sivalls & Bryson
Berkshire Fine Spinning com.
Commonwealth Gas

* Consolidated Dearborn
Danciger 0il & Refining

Dazey,'Co. common

Delhi Oil Co.

Dumont Laboratories

Ely & Walker Dry Goods
Hearst ‘Consol. Publicat’ns A
Kerr-McGee
LaPlant-Choate

Bell Teletype
SL 156

Bought — Sold — Quoted

Missis;ippi River ;f’uel ;

0ld Bgn Coal

Rockwell Mfg.

Southern Ul‘lién Gas
Southwest Gas Producing
Southwest Nataral Gas -
Tennessee Gas&;l'.ransr.nis;s‘ion
Texas Eastern Transmission

Wagner Electric

SCHERCK, RICHTER COMPANY

. Landreth  Building
St». Louis 2, Mo.

Western Natural Gas
Wurlitzer R~

‘Garfield 0225
L.D. 123

t t
3”

i

\

l .
| UNDERWRITERS

FOURTH

Bcﬂ Teletype—SL 151 & SL 152

Carrespondcnt and

- NEWHARD, COOK &. Co

—_ ’llembers
. -+ + New York Stock Lxchange
New York Curb Exchange (Associate)

'ST. LOUIS 2, MO. D e

Midwest Stoch I xchange

& OLIVE

L.D. St. Louis 340, 311, &319

Private Wfr! System ‘ 1

extra ividend of ‘50 wcents per
share was declared, to be paid
with the regular quarterly divi-
dend of 50 cents per share on
!"e‘b. 1. At Nov. 30, 1949, current

szets totaled $18,566,350, and
current liabilities amounted to
$2,879,349,

Ilinois Terminal RR. Co.

noon on Jan. 31 for equipment

cbligations totaling $911,616, the |

proceeds to be used to finance
100% of the purchase price of
nine 1,000 h.p. diesel-electric
switching locomotives, For the 11
months ended Nov. 30, 1949, net
income after fixed charges and
Federal idncome taxes totaled
$699,936, as against $1,362,268 for
the couespondmg pcrmd in 1948.

St Loms Southwestem Ry.
is asking for tenders of its gen-
eral and refunding. mortgoge
5%, bonds, Series A, due 1990
to be recéived by it by noon of
Jan. 31. It is prepared to expend
approximately $2.000,000, if the
bonds are offered on favorable
terms. Interest on the bonds ac-
cepted for purchase will be
paid.to Feb 15

Ed. B Walkms With
Titus-Miller & Co.

Edward B. Wafl;ins

(Special to Tue FINANCIAL CHRONICLE)

DETROIT, MICH.--Edward B.
Watkins has become associated
with Titus-Miller & Co., Penob-
scot Bldg., members of the De-
troit Stock Exchange. Mr.
Watkins was formerly an officer
of Watkins & Fordon, Inc,

- J. Arthur Warner Adds

J Arthur Warner & Co., Inc,
120 Broadway, New York City.
announce that Joseph F. Conlon,
Jr., and Charles J. O'Neill, Jr.,

have joined the firm’s New York|

trading department.

) INVESTMENT SECURITIES

- BO9 OLIVE STREET
St.Louis1,Mo,

Members |
"Midwest Stock’ Exchange

b e ¥

ST. LOUIS

Peltéson,Tenenbamﬁ Cui

LANDRETH; BUILDING
ST. lOlJlS 2 _Mo.

has |
askecd tor bids to be received by |

devaluations

STix & Co. h

Effects of

On Sunday, Sept. 18, 1949, Great
Britain devalued the pound :ster-
ling .in respect to the dollar from
1$4.03 to $2.80. In terms of the
dollar this )
was a ‘deval-
uation of
305%. Im-,
mediately fol-
lowing ‘this
action of
Great Britain,

were ‘effected
in -all of the
countries in.
the sterling
area ‘'in Asia
(with the ‘ex-
ception of
Pakistan), Af-
rica -and ‘the-
various island
possessions. In Eurooc Holland,
Greece and the Scandinavian
countries also 'devalued their cur-
rencies by approximately the same
percentage. Devaluations were ef-
fected also in France, Belgium,
Western '‘Germany and Portugal
1o @ lesser extent while ‘Canada
devalued its .currency 10%. The
Italian lira, although not deval-
uwed, was permitted to depreciate
and to fluctusdte.

One “may - ask, why was

Craig 8. Bartlett

it

' necessary to ‘effect these devalaua-|

tions? The answers to ‘this ques-
tion are quite clear. In the first
place; Great Britain and the other
western European mnations suf-
tered heavy physical damage dur-
ing World War .1I, as ‘well as
World War 1, and the productive
capaoities ‘of the several countries
were severely - damaged. Partly
because of the great devastation
and partly because ‘of the heavy
cost of social experiments, infla-
tion .became very pronounced.
Unlike the United States situa-
tion where a downward-readjust-
ment was effected ‘during the first
six ‘months of 1949, prices con-
tinued to rigse. There was not the

*An-address before the forum of
the American Institute ‘of Bank-
ing, Sprmgfleld Mass., -Jan. 11,

| | 1950.

‘shortages,

European

- ;
" Devaluation

By CRAIG S. BARTLETT*
Vice-President, ‘Cextral Flanover Bank and Trust ‘Company

Laying cause of devaluation ‘to buth damages inflicted by war
and fo social experimenits that have led European countries to
live beyond their means, New York banker «calls acfion con-

| struclive, since it removes some 'of maladjustments ‘in price
structures. Says success of move depends on whether devalu-
ating countries can prevent 1mces and wages from rismg. Fore-
sees no serious broad repercussions in U. S. from devaluations, -

and holds no devaluation -of dollar is indicated.

increase in productivity of laber
and equipment that was true in
the United States. .Furthermore,
most ‘of the devaluing 'countries
had ‘exhausted or nearly ex-
hausted all of their sources and
holdings of dollar exchange and
gold. These factors made it im-~
possible for these countries to
overcome the wide adverse bal-
ance ‘of ‘trade 'with respect to the
hard currency areas.

In ‘the ‘case ‘of ‘Great Britain the
fundamental distortion ‘has tbeen
in ‘existence for a long time. A

-great many ‘commodities must be
Jmported into ‘Great Britain for its

livelihood ang, in the past, it had
been possible for her to balance
her payments through the earn-
ings accruing from tourists trade,
investments, insurance, banking
and shipping services. The great
wars reduced these earnings dras~
tically and Great Britain, and in .
most instances the other BEuropean
countries, has been unable to earn
a sufficient amount.of dollars with.
which to pay for her necessary
imports.

Devaluation, in effect, is a way
of paying for the war by lower-
ing the purchasing power of the
currency. Tt is an act ‘of despera~
fion and clearly shows the effects
on nations which .are living be-
yvond their means. It is a ‘severe,
far reaching ‘and brutal tax from
which mo one can escape!

The Effects. on the Devaluing -
© 'Countries

So long as a sellers’ market ‘ex-
isted, it was possible for the ma-
tions -to: sell .their- products in
dollar areas_ as well as sterling
areas but with the ‘elimination of
‘in the United States
especially, a buyers’ market has

developed. Thus, the devaluating

countries now have to sell their:
products -at prices that can be
competitive in the world’s mar-
kets. In general, the long range
effects ‘'should be faverable, for if
the affected countries take the-
necessary measures to prevent a
sharp increase in prices and wages

--Continued on page 11-
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This announcement is neither an offer to sell nor a sohmtatlon of offers
to Buy, any of these securities.. The offering is
made ‘only by the Prospectus,

800 000 'Shares

Consuhdated Caribou Sllver Mmes Inc.
CDMMON STOCK Sk

L ‘ 7 Price $1.25 per Share

¢ Copies of the Prospectus ‘may: \be obtained from the under-

legrt‘lly of/Pr the"e secuntzvs under applicable securities laws.

! ‘WILLIAML.-B,URTON & Co.
25 BROAD STREET, NEW YORK 4, N. Y.
| . Meélephone HAnover 2-2575

whom . the wundersigned muy

Teletype NY 1-295

Clark, Dodge & Co., 61 W " N.Y. e .
ark, Dodge 0., 01 Wall St., Neyw York 5, N. Y £.240 b ad

Teletype—SL 486" -
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- Connecticut Brevities

. 'Capital - increases have been
voted by Werld Fire & Marine In-
surance Company and Century
Indemnity Company, wholiy-
owned subsidiaries of Aetna In-
surance. The capital of World Fire
& Marine will be increased from
$1 million to $2.5 million by a
stock dividend. The additional
$1.5 million will be t{ransferred
from surplus. Capital of Century
Indemnity will be increased from
$1 million to $2.5 million by issu-
ing 30,000 additional shares of $50
per stock at par to Aetna. These
changes are a step in the group’s
plan to initiate multiple line writ-
ing under charter amendments
which will permit each individual
company to write both fire and
casualty lines.

i

Connecticut Light & Power has
announced that it favors the pro-
posed power development at En-
field which will be a part of a
$32 million project of Army En-
gineers to make the Connecticut
River navigable to Holyoke, Mass-~
achusetts. When the plan was pro-
posed in 1936 and in 1939, the
company ennounced its opposition,
but the new proposal calls for a
higher dam capable of producing
an estimated 236 million kilowatt
hours a year—equal to an average
of nearly 27,000 kilowatfs per
hour. The indicated cost to the
company is $18 million.

s %

Construction has started on
Phoenix Insurance Company’s
new office building in Hartford,
The new office will have four
stories and a penthouse and will
include a recreation area, audi-
torium and cafeteria. The esti-
mated eost is $3,300,000. .

- Aspinook Corperation called for
payment on Dec. 31, 1949 at 160.50
and interest its entire issue of 5%
bonds,” due - April 1, 1952. The
amount outstanding had . pre-
viously -been reduced to $1,792,400
thpough tenders. '
i B # @
- - New York, New. Haven & Hart-
ford Railroad has been upheld.by i
the United States Court of Ap-|
. peals, New York, in .its efforts to
obtain permission to discontinue
service on the Old Colony line.
The railroad has Dbeen operating
frains on the line -on a curtailed |
schedule while the Commonwealth |!
Of Massachusetts’ appeal was|
pending. -
. At the 1950 annual meeting of
.Stanley ‘Works the stockholders
will vote on a proposal to increase

pany for the fiscal year ended
Sept. 30, 1949 shows that earn-

$3.11 the year before despile a
drop in sales of 4.5%.
ance sheet showed a cash position
of %524, a working capital of
$20.89, and book value of $36.58
per share,
terjally below the level the pre-
vious year,

National Bank voted to change the
par value of the capital stock from
$100 to $20 to cffect a 5-for-1
split and also to pay a 20% stock
dividend to stockholders of record
Dec. 6, 1949. The change was ac-
complished by issuing six $20 par
shares for ‘each share of $100 par
stock and by transferring $100,000
from . undivided p
capital.

tienal Bank & Trust' Company
shows net earnings for the year
equal to $2.42 per share. Capital,
surplus
were $25.88 a share, Deposits at
the year end were $173,027,591.

Rarry L. Perkins With
Walslon, Heffman Firm

Perkins has become associated
with Walston, Hoffman & Good-
win, members of the New York
Stock Exchange. Mr. ‘Perkins was
formerly Hartford manager" for
G. H: Walker & Co.

man X: Silverman is with Hincks
Bros: & Co., Inc.. 157 . Church
Street..

C- Fowler has joined the ‘staff of
the R. F. Griggs Co., 35 Leaven-
worth Street.

John F. Wattles is engaging in a
securities business from offices at
97 North QuakervLane.

* THE COMMERCIAL & FINANCIAL CHRONICLE

ngs per share were $3.26 against

The bal-
Inventories were ma-

t Stockholders of New Britain

rofits "to the

" The 1549 report of Hartford Na-

s

and wundivided profits

(Special to TRE FINANCIAL CHRONICLE)

HARTFORD, CONN.—Harry L.

-With Hincks Bros. & Co.
«Special fo THE FINANCIAL CHRONICLE)

-NEW HAVEN, CONN.— Nor-

With R. F. Griggs Co.
! ‘(S{)wlal to TwHe Freanemi CaronTCLE)
WATERBURY,.CONN.—Clyde

J. F. Wattles Opens
WEST HARTFORD, CONN. —

the number of authorized shares
of common stock from 600,000 to
840,000 shares. There are pres-
ently outstanding 564,198 shares
on which the Board of Directors
proposes-to issue a 1 for 6 stock
dividend. This would reguire 183,-
066 shares and the remaining 87,-
736 shares is to be free of pre- |
emptive rights with authority ;
given to the Directors to offer all |
or any part thereof at not less 1]
than the par of $25 to employees |
other than Directors, . .. . |

|

|
\

W

' The annual reporf of Brhigeport
Hardware Manufacturing Com-

TIFFT 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 York:
. .BArclay 7-3542

Bell-System Teletype: HF 365

We muintain :

m

Connecticut

MEMBERS NEW YORK

New. York Cenal 6-3662

Bridgepert Da'l.xhu}'y ’

Primary Markets

——

CHAS. W, SCRANTON & Co.

New Haven 6-0171
Teletyp
New !_m;xdon

Securities

STOCK EXGHANGE . .

e NH 194 Hartford 7-2669 .

Waterbury

fl

| course, the increase in wages adds

Continued from pagé 10

Effects of

European

Devaluation

and in the cost of production,
competition in the world’s mar-
kets can be mect. It will tend to
reduce the umbalance between
dollar and soft currency prices
and, in dae course, should lecd to
a general restoration of trade on
a multilateral basis. If the de-
valuation is accompanied by the
necesary measures and is effec-
tive, it could succeed in removing
or at least alleviating thaz dollar
shoriages.

It is quite evident, however,
that just as the effect on the
United States will be deflationary,
the effects on the devaluing coun-
tries must prove to be inflatienary
in character.

(1) Prices of imported commod- |
ities from countries whose cur-
rencies have remained stable will
increase in terms of the devalued

currencies. Where a nation is de-|: )
ernment . expenditures could be|

pendent on foreign imports,. the
effect of this situation will be
more pronounced. Thus, Great,
Britain will suffer to a greater
degree than France.

(2) The devaluation-inevitably
will be.accompanied by -moder-
ate increases in prices of com-
modities manufactured at home
from imported commodities.. Al-
ready some price increases have
been effected in Great Britain
and obviously price increases|
serve to counteract the devalua-|
tion itself. ‘

(3) ‘It will lead to a decrease
in imports and .an increase in ex-
ports. Thus, the demand for goods
and commeodities at home will in-
crease at a time when the supply
of foreign products is bound to
decrease. K "

‘(4) - With' the rise in the cost
of living, it is expected that there
will be demands for higher wages.
It seems/likely-that some of these
demands \viﬁ, be met and, of

to the increased cost of living

and the vicious inflationary spiral
continues. However, Trade Unions
in Great Britain have agreed to
keep wages stable during 1950
unless the cost of living rises too
fast.

(8), If the increase in wages,
prices and cost of production pro-|

ceeds at, a pace equal to the de-
valuation, then the corrective pur-
pose of the devaluation is lost.
Thus it is evident, that nothing has
been gained in respect to Great
Britain by countries which have
devalaed to the same extent as
‘Great Britain. Furthermore, these
nations will gain jn respect to the
dollar only to the extent that they
are able to hold down their costs
of production.

| What Can Nations De to Make the

Devaluation Effective?
(1) A reduction in total gov-

effected. This would lead to a
surplus of the-budget which could
be used for the purpose of retir-

|ing - public debt, Obyiously, this

would be anti-inflationary. -

‘ (2) Governmental expenditures
for purposes which are not pro-
ductive in character could be cur-

tailed where an excess amount is|

being used for capital expend-
itures or for social experiments.
Funds thus released could be used
for more ‘productive purposes.
The over-employment in domestic
capital ventures such as building
and- public works, and the raw
materials empldoyed should * be
shifted to the production ¢f com-
modities which can be sold in the

world’s  markets and -especially |

those which might be sold in dol-
lar ;areas.

(8) An increase in interest rates
could be permitted in order tc

make borrowing more difficull |

and thus effect a curtzilment o:
capital expenditures.
(4) A lowering . of .taxation

'| maintained for an indefinite p

would appear' to be desirable
w!mre it is possible in order to.
stimulate private initiative. All
classes in Great Britain are af-
fected either by heavy taxation or
the inability to find a suitable out-
let for such earnings as they have
been able Yo receive, b

(5)'It would seem desirable to
find some solution for the han-
ding of frozen sterling balances,
This might be accomplished either
through funding, reduction or,
what is not likely, cancellation. It
is possible that the United States
may become involved in the solu-'
tion of this problem. It has, of.
course, been easy for British ex-
porters to sell in areas holding’
sterling balances, but obviously
this  has permitted commodities to
go into those areas without an-
offsetting return flow of com-,
mocities needed in Great Britain.
These “unrequited exports” obvi--
ously wouald be better directed to.
the North American market where
their sale could produce much
needed dollars.

(6) It would seem desirable to.
effect a gradual removal of trade
end -exchange restrictions. ~ Such*
action would serve to increase.
multilateral trade and, in due
course of time, might-aid. in - ef-
fecting {ree convertibility, Ob-'
viously, if the devaluation should’
prove to be: successful, this; .in'
turn, would help to make the Mar-
shall Plan successful,

Why Was the Depreciation So
Drastie? ¢
It had been generally expected
that Great Britain woald devalue
and that this devaluation, in turn, "
would be foilowed by similar de-"
valuations in the other sterling'
area countries. However, .many '
had felt that the devaluation
would not go below $3.50 and ‘it"
was not anticipated in any-event-
that it would be cut below -$3.20.'
It would appear that several im-'
portant . reasons prompted the!
British authorities to make the!
drastic .cut to $2.80. |
(1) It was felt that a rate should!
be established which could be!

7

Continued on page §
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This advertisement is not an affer to sell or a solicitation of .an offer to buy these securities,
The offering is made only by the Prospectus.

640,000 Shares

 Middle South Utilities, Inc.

Price $19.125 per Share

, Common Stock

without nominal or par value

Copies of the Prospectus may be obtuined from such of the $everal underwriters, including
the undersigned, \as may legelly offer iliese” securities in compliunce
with the securities laws of the resmective Stotes.

Union Securities Corporation - - -

A. C. Allyn and

Incorporated

Robert W. Baird & Co.

Incorporated
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NEWS ABOUT BANKS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

AND BANKERS

1

i Henry C. Brunie, President of
Empire Trust Co., of New York,
has announced the promotion of
Charles Leslie Rice, Jr., from As-
istant Vice-President to Vice-
i’resident in charge of the bank’s
©il and Gas Division,
o t &
. At the annual meeting on Jan.
10 of the directors of Trade Bank
& Trust Co., of New York, Sam-
uel S. Sander and Ira F. Weiss
were elected Assistant Vice-Presi-

dents. Both had previously served |

as Assistant Secretaries.

" g " %

+ Barnard Townsend, President of
Title Guarantee and Trust Co. of
New York, announced on Jan. 16

the appointment of Winfield A.
Scott as Manager of the Munici-
pal Bond Department. Mr. Scott
was previously co-manager of the
municipal department of Equit-
able -Securities Corp., with which
he had been associated since 1945,
Active in municipal financing for
30 years, he was a partner in M. L.
Moore & Co. prior to the war and
before that had his own firm, W,
A. Scott Co.
#* %* Ed
Harvey B. Gibson, President of
Manufacturers Trust Co., of New
York, has announced that Ed-
mund W. Madden, Assistant Vice-
President at the bank’s Borough
Hail Office in Brooklyn, has been

Dl
M.

ber “National A

BOwling Green 9-2822 'NY 1-2918

We maintain an extensive file of facts and figures on
Out-of-town BANK & INSURANCE Stocks which is
at your disposal . . . and shall be more then pleased.
to cooperate with you in the purchase or sale of any
such item that demands experienced attention.

RAYMOND KENNEY & CO.

iation of Securities Dealers, Inc.

'A.SUITE 801 - 41 BROAD STREET, NEW YORK 4, N. Y.
Box 343, Gettyshurg, Pa., Gettysburg 554

named to head that office, suc-
ceeding the late -John J. Hayes.
Mr. Madden began his banking
carcer in 1921 and has been with
Manufacturers Trust Co. since
1931 when the former Brooklyn
National Bank was merged with
the Manufacturers Trust Co.
£ & &

N. Baxter Jackson, Chairman of
the' Chemical Bank & Trust Co.
of New Yeork, at the annual or-
ganization meeting of the direc-
tors-on Jan. 12
announced
the appoint-
ment as
Vice - Presi-
dent of
Georgel.
Farnsworth,
formerly As-
sistant Vice-
President. Mr,
Farnsworth
.is a graduate
of the Wharton
School of the
University of
Pennsylvania,
Class -of 1933,
and joined the Chemical Bank in
1934, He was appointed Assistant
Branch Manager in 1942, Assistant
Secretary in 1943  and :Assistant
Vice-President in-1947. Appointed
Assistant - Vice-Presidents were
Geoffrey V. Azoy,  Melville P.
Cliamberlain and Edward C. New-
fang, formerly : Assistant Secre-
taries; -John H.-Higgins, formerly
Assistant Comptroller; Sumner A.
Williams, formerly Assistant
Manager, - Rockefeller Center Of-
fice; -and Clifford . D. “Wooster,

G. L. Farnsworth

I

S Yo

BANK STOCKS
INSURANCE STOCKS
PUBLIC UTILITIES

et s——

GETER & C0:

) INCORPORATED a

63 WALL STREET, NEW YORK §, N. Y.
il

Private wires connecting branch offices in
BOSTON CHICAGO CLEVELAND LOS ANGELES SAN FRANCISCO

Telephone BArclay 1-3500

95 Elm Street
New Haven, Conn,
Tifft Brothers
9 Lewis Street
Hartford, Conn.

DU PONT BUILDING

Bank & Insurance Stocks

Over-the-Counter
Securities

Inquiries invited in all Unlisted Issues

Trading Department, LOUIS A. GIBBS, Manager

LAIRD, BisSELL & MEEDS

- MEMBERS NEW YORK STOCK EXCHANGE
120 BROADWAY, NEW YORK 5, N, Y.

DIRECT WIRE CONNECTIONS TO

Day, Stoddard & Williams, Ine, Crowell, Weedon & Co,
650 8. Spring St.

Los Angeles, Cal.

Bell Teletype NY 1-1248-49

Schirmer, Atherton & Co.
50 Congress Street
Boston, Mass,

Tifft Brothers

1387 Mein Street

Springfield, Mass,

LINCOLN LIBERTY BUILDING
.. . PHILADELPHIA, PA,

formerly Manager, 57th -Street at
8th-‘Avenue office. J. Kenneth
Townsend,. formerly . :Assistant
Personnel Director :was appointed
Personnel Director. = Other:. ap-
pointments were Harold F.Selesky,
Assistant Secretary; Robert W.
Peck and William H. Schofield,
Assistant Treasurers; Emil J. Horn,
Assistant Secretary, Corporate
Trust Department; Robett C. Kurz-
weil Assistant Secretary, Seventh
Avenue at 38th Street Office; Leon-
urd S. "Allen, -Assistant .Manager,

Municipal Bond Department; R. P«

Brown, -Manager Investment Re-
view Department; -Sylvester - F,
Majestic, -Assistant Manager, For-
eign Department; Arthur F. Mc-
Ginness, Assistarit Manager, Broad-
‘way 4t “44th -Street - office “and
Eustace 'W. Tomlinson, Trust Of-
ficer, Personal .Trust Department.
% %

Announcement has been made
of the following promotions-and
appointments at the annual meet-
ing of the ‘Trustees, of the East
River Savings Bank, New York.
N. Y. John P, Heney and Alfred
C. Middlebrook were elected Vice-
Presidents; Mr. Heney was former-
ly Assistant Vice-President . and
Mortgage Officer and , will con-
tinue in charge of the Mortgage
and Real Estate Department. -Mr.,
Middlebrook was formerly Assis-
tant Vice-President, ;jand is in
charge of the Bond ‘Investment
Department of the bank. Walter
H. Nelson and Walter G. Driscoll
were elected Assistant Vice-Presi-
dents; Mr. Nelson had’ been Assis-
tant Mortgage - Officer, .and. Mt
Driscoll, Real Estate Appraiser.
Woalter E. Baily and Julian M.
Bond were appointed .Assistant
Mortgage Officers. William H.
Summers was appointed Auditor.

Ed £ £

William. M. Campbell was
elected Chaitrman of the Board of
Trustees and Henry R. Sutphen,
Jr., President, of the American
Savings Bank of New York at
their annual meeting, it was an=-
nounced on Jan, 16. Mr. Camp-
bell served as President for 35
years, having taken that office on
Jan. 15, 1915. He became. a trus-
tee in 1906. Mr. Sutphen has been
a trustee of the bank since 1937
and was appointed Vice-President

in 1948. .
* o %

10 appointed John M. Ohlenbusch,
Assistant Vice-President; William
C. Sheerin, Assistant Treasurer;
and- Herbert Schefmeyer, Deputy
Auditor, Ralph L. Figgatt, Alwin
W. Neumann, Walter H. Tietjen,
William H. Auer, and Martin W,
Hiller were appointed Principal
Executive Assistants. Mr, Ohlen-
busch was promoted from Assis-
tant Treasurer. Mr. Sheerin and
Mr. Schefmeyer were formerly
Principal Executive Assistants,

#® * &
Bank Items

James T. Lee, President of Cen-
tral Savings Bank of New York
has announced that at a meeting
of the Board of Trustees Walter
J. Rickard was promoted from
Assistant . Mortgage - Officer to
Mortgage Officer..:Mr.
joined the .bank.as. Real Estate
Inspector in 1935.

£3 *® *

Garland . H. : Hayes, Assistant
Vice-President of Bankers Trust
Co., of New York died suddenly
on Jan. 11. He was 47 years old.
Mr. Hayes, had been with the
bank for nineteen years. He was
a native of Whaleyville, Va. Af-
ter serving as an officer- in sev-
eral wholesale foods companies
in the Southeast, and engaging in
the investment banking: business
in Richmond, ‘' Mr. Hayes came
with Bankers Trust Co. in 1931,
He was made an ‘Assistant Secre-
tary in 1937 in the Corporate
Trust Department,-In 1942 he en-
listed in the Army Air Forces and
rose to the rank of Lieutenant
Colonel in. the Intelligence - Sec~
ticr. He returned to the bank
in 1946 and.was: promoted to the
gosittion- as - Assistant: Vice-Presi-

ent.

l—1—

* i £

At the regular meeting of the
Directors - of the National City
Bank of New York held on Jan.
17, Joseph. P, Shaw and Riley P.
Stevenson -were appointed "Assis-
tant Vice-Presidents, Mr, Shaw,
who . has been ‘manager of the
Bank’s Fifty-seventh-Street
Branch since 1945, will be trans-
ferred to head office. Mr. Ste-
verson, Assistant Cashier.at the
Eighty-sixth -Street Branch, will
remain on this assignment wit
the new title, :

* * &

Ray A. Ilg, Vice-President- of
the National -Shawmut . Bank of
Boston, Mass., has been.elected a
director of the bank, it was an-
nounced
by Walter S.
Bucklin,
President,
on Jan, 10,
After 13 years
as Vice-Pres-
ident and
General Sales
Manager
of the Liberty.
Mutual In-
surance Com-~
pany, Mr. Ilg
joined the
Shawmut as a
Vice - Presi-
dent in - 1929.
Formerly - in
charge of Shawmut’s advertising
and public relations, he is the
author of the-definitive textbook,
“Public  Relations for Banks.”
Besides - having formerly been
Efficiency Engineer of the Bucy-
rus Company, he was also, from
1912 until 1914, Director of In-
dustrial Relations of the Federal
Rubber Co. and later Director of
Industrial Relations at Evans-
ville, Inc. Mr, Ilg is Treasurer of
the March of Dimes in Suffolk
County and Vice-President and
Director of the Workingmens Co-
operative Bank as well as a
Trustee of the Grove Hall Savings
Bank. He is a member of the
Boston Chamber of Commerce.

® @ W

Charles J. Huisking has been

elected a director of the Lafayette

National Bank of Brooklyn, N. Y.,
.according to Walter. Jeffreys .Car-

Ray A. llg

Rickard |

‘his new duties Feb. 1.

President of Conti  Products
Corp., Chairman of the Board of
directors of Heli-Coil Corp., di-
rector of the Maltine Co. and the.
Merchants and Manufacturers In-
surance Co,

* * * .

Lewis Fuhr, Assistant Vice-
President of the Kings County
Savings Bank, of Brooklyn, N. Y.,
was elected to the Board of Trus-
tees of the bank at its January
meeting, Charles D. Behrens,
President, annour.ced on Jan. 10.
Mr, Fuhr, who will complete his
48th year with the Kings County
Savings Bank in April, started his
career as a junior clerk with the
bank in 1901. For the past five
years he has been in charge of
the Williamsburg office.

Mr.  Fuhr is past President of
the Savings Banks Officers Asso-
ciation of Group V. ’

ES % &
Joseph J. Casey was elected a

.Vice-President of the City and

County Savings Bank: of Albany;
N. Y., at its annual meeting of
the trustees on Jan. 9. At the
same ' time, it is learned from the
Albany ‘““Times - Union,” Johm
Boy: Thacher II announced that
Donald B. Reagan, associated with
the bank since 1934, and Frederick'

‘W.- Stoltz, who started as a mes-

senger in 1930, were elected Assis~
tant Vice-Presidents. They have
been Assistant Treasurers., Mr.

Casey, a trustee of the bank, is a

member of the law firm of Casey

.and Honikel and a past President

of the Albany County Bar Asso-
ciation, He is a director of -Al-
bany Insurance Co. and a member
of the American Bar Association,
the . American Title Association
and the New York State Title
Association,
& & &*

The election of -Harold ‘J. -Mar=
shall as Vice-President and di-
rector of the Manufacturers Na-
tional Bank of Troy, N. Y., was
announced on Jan. 11. Relin~
quishing his position as an Assis~
tant Vice-President of the Bankers
Trust Company in New York
City, Mr. Marshall will -take up
A further
change.in the Manufacturers Na-
tional we learn is the election of
J. Don Welch as President, suc~
ceeding the late Chauncey W.
Cook, Mr. Marshall, newly
elected President of the Manu-
facturers, was born in. Moberly,
Mo.; he began his banking expe-
rience during summer vacations
with the Council Bluffs (Iowa)

‘Savings Bank and ‘after his gradu-

ation from Notre. Dame he again’
served the bank until his ap-

pointment as a National Bank

Examiner. Later he became®
Cashier of what is now the First

National Bank of Canajoharie,
N. Y., and he is at present a Vice-

President and director of that
bank., From 1939 until he joined

Bankers Trust Company as an

Assistant Vice-President in 1944,

he served as Secretary of the New,
York State Bankers Association.

He was a member of the first
graduating class of the Graduate
School of Banking and has served
as a lecturer at several chapters
of the American Institute of Bank-

ing. He is an instructor in the’
summer school of the Financial

Public Relations Association at
Northwestern University. He
serves as a membey of the Board
of Trustees of the New York

State Bankers Retirement System.

and as a member of the Executive

Council of the American Bankers

Association.

Louis H. Prange has been
elected President of the Bremen
Bank & Trust Company of St.
Louis, Mo., to succeed Robert H.
Ballman, who was elevated to the
office of Chairman of the board, it
is learned from the St. Louis
“Globe Democrat” of Jan., 7. Mr.
Prange, it is stated, has been assg--
ciated with the bank since 1903

_ :J} » IALMINGTON, DEL: . ‘The trustees of the Bowery Sav-
| ' ings Bank-of New:-York on:Jamn::

1 = A SR TR < .

and .had.been Vice-President .for
the last 10 years. o

lin,~ President,: = Mr. ~Huisking -is
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INVESTORS STOCK
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Dividend Notice

The Board of Directors of Investors

Stock Fund has declared a quarterly

dividend of fifteen cents per share

payable on February 21, 1950 to share-

ixgorlgers on record as of January 31,
00,

H, K. BRADFORD, President

Principal Underwriter and
Investment Manager
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i Minneapolis, Minnesota

Inquire about
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Investment

Fund
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The Great American Crash, by
the most effective teaching
method known, experience, in-
stilled in the younger generation
of the time the idea that invest-
ments weren’t “safe.” The expe-
riences of their elders, the stories
they've heard, and the legends
still extant, together with the rise
of a paternalistic government
and its sales policy of “security
and welfare for all” soured this
younger -generation of the 1920s
and 30s on the idea of personal in-
vestment in American enterprise,
and, long-term, gave the secur-
ities business the toughest selling
job of the half-century.

This younger generation of the
30s is now Middle Age America,
with a sizable share of the Na-
tional Income, and practically no
interest in investments. Accord-
ing to Selected American Shares
bulletin, this rich, untapped mar-
ket for investment selling, with
incomes between $3,000 and $7,500
a year, receive 51% of the Na-
tional Income after taxes con-
trasted with 7% in 1937. ‘And only
%%gof this group owned stocks in

49,

This new middle-class has an
aggravated tendency to ‘“hoard”
all its savings in “mattresses” and
savings accounts, so the most
pointed selling argument to be
made is the real insecurity of
dollar holdings. But this selling
talk can't be couched in terms
of “dollar depreciation,”  “nega-

ing velocity and supply of money.”

In simple language, the “Dollar
Investor” must be made to realize
that his savings in the past, at 2%,
in the face of a price level rising
at about 10%, effected a capital
levy of 8% for his . “prudence.”

Furthermore, if securities are
to be sold to this new middle-in-
come class, to whom investments

current’ Mutual 'Funds sales’ Iit-
erature:
of the copy, and the confusing
layout, more often than not, only
confirms the thoroughly instilled
belief that stocks are fine—not
to own.

It must be remembered that
even. the words “stock,” ““secu-
rity,” “bonds,” “preferred,” and a
host of others are completely for-
eign to the segment of our popu-
lation which should be most in-
terested in the enterprise ‘sysem.
Only -by a concerted and basic
selling job will Mutual Funds be
able to reach this market. And
Mutual Funds is a natural “ve-
hicle” for these people’s savings.

Keystone Sets 4 New Records

Keystone Custodian Funds had
four new: records .in 1949; assets
exceededthe $200,000,000 mark,
shares outstanding reached 15,-
600,000, certificate holders
amounted to more than 53,000 in-
vestors, and distributions set a
r)“egv mark for Keystone at 10,500,-
000.

National Trust Announces
Portfolio Changes

National Trust Funds, .in their
various series, omitted from port-
folios, Suburban Propane Gas 4s
(issue called), Public Service
Electric & Gas common, Para-
mount Pictures, Finch Telecom-

era & Instrument. Additions were
Boston & Maine RR. 1st mortgage
 series RR 4s, 1960, Gulf Oil com-
mon, “Celanese. .Corp.. 1st pre-
- ferred, .Denver Rio Grande . &
| Western RR. covertible 5%, Amer-

bp://fraser.stlouisfed.org/

ii¢an’ ‘Radiator & S. S., Armco
| Stesl;i Cutlér Hammer; Godtyear
Tire & Rubber, Ingersoll Rand,

tive rates of interest,” and a “ris-|.

are as mysterious as Elysium,|
there might well be a revision_of |’

munications, Inc., Fairchild Cam-.

Mut;c;l Funds

= By ROBERT RICH
Selling to the New Middle-Class

Royal Typewriter, Millins Manu-
facturing, Shell Oil . .Company,
Bendix Aviation, Acme Steel, In-
terstate Iron Corp., and Consoli-
dated Edison of New York com-
mon.

Concord Fund Directors

A. E. Weltner & Co., Inc,, un-
derwriter for the Concord Fund,
announced the directors this week
to be Lr. Charles F. Roos, Waddill
Catchings and Maurice H. Sand-
berg in New York; Adolph E.
Weltner in Kansas City; and
Francis G. Goodale in Boston.
The State Street Trust Company
of Boston' is custodian of ‘the as-
sets. The Concord Fund will use
the business analysis figures of
Dr. Roos’ Econometric Institute as
a basis from which to shape its
investment policy. '

The Concord Fund whose total
assets at value .are $311,851.15
(Dec. 31, 1949) announced its pol-
icy will be designed primarily for
those investors to whom capital
preservation and appreciation are
more important than current in-
come, )

Management restrictions stipu-
laie that “not over 5% of the as-
scts may be invested in any one
company, and not over 10% of
any class of a company’s secu-
rities may be purchased by the
Fund.”

The Concord Fund registered
200,000 shares of $1 par common
stock.

Theodore Young Co. Is
Formed.in New York

The' technical  parlance!|; . A

T. R. Young

Theodore R. Young announces
the ‘formation of Theodore Young
& Co. with offices at 40 Exchange
Place, New York City, to transact
a' general brokerage and unlisted
securities trading business.

Mr. Young is a3 member of the

Security Traders Association. of},

New. York.

Kuhn, Loeb Go. Places
Gombustion Engineer’g
Stock at 255/3 a Share

- Kuhn, Loeb & Co. made a sec-
ondary offering after the close of
the market on Jan. 17 of 32,500
shares of .Combustion Engineer-
ing-Superheater, Inc., capital stock
(no- par value) at $25.62'% per
share which was the closing price
on the New York Stock Exchange
on Jan. 17. The issue was heavily
oversubscribed and the books are
closed.

With Cruttenden & Co.

(Special .to:TaE FINANCIAL CHRONICLE)

OMAHA, NEB. — Robert: L.
Soener. has  become  associated
with Cruttenden, &; Gg., 204;South
17th Street,

PHILADELPHIA FUND
INC.

A Mutual Investment Fund

Prospectus on request

Fidelity-Philadelphia Trust Bldg,
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Gur Reporter on Governmendis

By JOHN T. CHIPFENDALE, JR.

The government market has run’ into further opposition, not
. only from the more aggressive selling by Federal, but also from
the Treasury’s refunding of the February certlflcates . The 20-
month 1% % note, which is being offered for next month s 1% %

" certificates, may signal a minor hardening of interest rates, Whllch il
The ||

. backing which the Federal Reserve Board received from the Con- i

. could be more evident as we move- farther into; the year. .

_ gressional subeommittee headed by Senator - Paull Douglas of .
Illmms, might also mean the Treasury is going to give some
ground on its low-interest-cost policy of financing the deficit. i
' Likewise Federal could be taking this “pat on the back” to mean
they should be mere independent in carrying out-the: credit pol-

. icies of the nation. . .. This might result in somewhat higher rates
in future refundings and deficit operations. . . .

Whether there will be a slight firming of interest rates
will depend, i} is believed, to a eonsiderable extent upon the
immediate trend of the inflationary forees, because over the
longer term the forces of deflation appear to be the stronger

. This opinion: is based upon the belief the last half of the
‘year is quite likely to bring with its readjustments in business
which cculd accentuate somewhat the deflationary influences

. Once the psychology of inftation has been dissipated, there
will be less need to resort to monetary measures to control
the indicators, which are used to express the fears which

* might ‘exist in people’s: minds. . .\ Also interest rates in the
past have not firmed when eeconomie cenditions were on the 8
defensive. .

i SETBACK WOULD BE WELCOME

A further sell-off in the government market, particularly in
the longer end of the list, would not be exactly unwelcome to
I many holders of short Treasuries, because' they have been in some

‘

'HIGH LIGHTS FROM THE 1949 ANNUAL REPOI.Q.'.I'

HOOKER ELECTROCHEMICAL COMPANY

NIAGARA FALLS, NEW YORK

PLANTS
NIAGARA FALLS, NEW YORK

NEW YORK OFFICE -

DURING 1949
WE RECEIVED INCOME FROM
Salesol chemjcal products, parts,
- and services
Interest, dividends, and hcenscs
WE USED OUR INCOME FOR
Wages andsalarics
Raw materials, electric power,
tuel, transportation, and other
(o {1 Y SR ARSI SHCHN
Dcprcgiation on buildings and
cquipment
Federal Income and Other Faxes,
Dividends to stockholders .. ..
Invested in our business

AT NOVEMEER‘ 30.,' 1949

TACOMA, WASHINGTON
60 EAST 42ND STREET

48 1,400 $22,506,600

6,264,600 -

10,011,800

1,368,106
2,105,300
1,403,700

‘1,157,100 $22,506,600

27,066,200

12,570,400

Fotal (.-Llllcnt Lmbllmcs ... 1,552,800

Ratio Current Assets to. Cur-

rent Liabilities - ... .0
Net Working Capital

THREE YEAR SUMMARY 1947

Net Income .. 53,637,064
Fedem\l Taxcs 1,452,535
Net‘l ncome alter Federal

7.97 to 1
$10,817,600
1948

$4,721,824
1,795,628

1949
$4,180,741
-1,569,9%2

2,184,529
212,500

2,926,196
52,420

2,560,769 -
Preferred Dividends . .. 438,679
Earned Per Share of Com-
“mon Stock ., 3.52 2.64
Manufacturers of over 100 chemicals

for move than thirty industries

HooKER
CHEMICALS

CAUSTIC SODA * CHLORINE * SODIUM SULFIDE
PARADICHLOROBENZENE * BENZOYL CHLORIDE » SODIUM BENZOATE

T

instances hoping for jus&sueh a thing to take place. . .

f; disposed, of in order to disprove income, . .
1 1967/72 were bought mainly by the out- of-town banks. . . . It

. Income
from holdings of government securities becomes much more im-
portant to the commercial banks, when loans are declining or have
an uncertain outlook. L If prlces should weaken there is quite
likely to be comxdelable swappmg from shorts into the more dis-
tant eligible issues. . . . So far this operation has not been very
substantial because many of those who have been waiting'for a

. better buying oppertunity in the long eligibles are now scared

of the market and are inclined to stand pat and do nothing. .
It seems to be the same old story; when prices go down, they are
all sellers and when quotations go wp, all are buyers. . . .

Traders and dealers in some oases were caught- unawares by
the recent developments and. positions have been :lightened,
which had) a minor depressing effect upon.quotations.:.. . .
According to reports, however, not too many-securities were. .
invelved, because it is-believed by some a substantial part of
the adjustment in the market has already been seen...... Many
feel it is bettér to hold the higher-yielding issues, and ta take
the income from them and to wait for a mere favorable time
to cut down inventories. . . .

VALUABLE “KIGHTS" INDICATED

Since a premlum is indicated for the new note, helders of
maturing issues may find there will be more valuable “rights’” for
these obligations, if there should be a moderate firming in interest
rates. . . . This raises the question as to what will be offered to
the owners of the 2s due March 15. . . . The March certificates
come first, but there is talk of combining these two into one op-
eration. . . . There are plenty of guessses around as to what could
be done, but most informed money market followers are not in-
clined to make predictious. . . . However, nothing very startling is
looked for unless there is a substantial worsening of the inflation
psychology. . . .

The 29, list, which was under moderate pressure because
»of the refunding terms for February, was net without eon-
siderable support from many of the deposit institutiens, . . .
While there was ne inelination among these banks to be
heroes and step right in and prevent quotations from going-
down a few 32nds, they acquired sizable ameounts as prices
shaded, a great deal of which were bought at about the low
peint of the meove. . .. It is indicated that the 1952/54s, always
a favorite with the commerecial banks, came in for the largest
buying as quotations showed a tendency to level off, ... .. The
136 9% notes acted quite'well and there was good buying in this
issue, despite the better return which was available in some
of the callable 2s.. . The abselute maturity and the small pre-
mium make this seeurity attractive to many buyers, despite
the somewhat lower: yield. . . .

| MARKET MANEUVERS

Although the longer maturity buyers were inclined to move to
the sidglines, while the market was adjusting itself to the new
developments, there yas nonetheless selective aequisition of the
bank bonds, especially the 2l%s due 1956/58, and the 2Vs of
1956/59. . . . Some of these purchases were made with new funds,
but accordmg to reports most of it came out of shorts, which were
. The 2Vs of Sept 15,

seems as though these institutions were well prepared for the
sell-off in the longest bank issue and scale-down puichases so far
have not werked out unfavorably for them. . . .

The tap bends have been leaders in velume and despite
the unsettled conditions have been welt bought on the way
down by savings institutions.. .;. The Vics have been favored
by this group whereas the 1964/1968s and 1964/1969s have
been the leading issues for the fire and easunalty eompanies.

U. S. TREASURY

BILLS - CERTIFICATES — NOTES - BONDS

AuBRrEY G.LanxstOoN & Co.
lNCORPOR‘.TED
13 BROAD STREET, NEW YORK 5, N. Y.

TELEPHONE WHITEHALL 3-1200
TELETYPE N. Y. 1-3690

Tomorrow’s

Markets
Walter Whyte
- Says—

By WALTER WHYTE

“Up to last-week Ive been
admost .alone m yelling,
“Leave 'em alone.”” We took '
some profits and thz sidelines .
seemed the ideal spot to
lounge in. Then came last-
week and sick and tired of
watchmg without participat- -
ing, 1 tentatively. extended
one foot toward the water.
You know what happened. I
got wet almost up to my neck..
1 Last-Thursday, the day last;
week’s column reached you,
the market.took a sudden turn:
downward and before you
could ask the man sitting next
to you what happened — it:
happened! The next day the
slide pieked up where it had
left off the day before and the
Dow averages reached a low -
of 193.95.

Off-hand I would say that
the reaction isn't as damaging
as it would readily appear.

I think the market will rally.

from here. - How-far it will go.

is something I can’t answer.
But on such a rally I believe
we’ll get a ehance to get out
with perhaps better profits
than now seem likely.

Before the reaction, Denver,
Rio Grande rallied to-31 be-
fore it skedaddled with the
rest of them. Inasmuch as
the profit taking point was 31
I assume you're out of it. It'
was originally bought at 23.

T also recommended three new
'buys: Cooper Bessemer at 24

or better, ‘came in eon the
break; Mead Corp., 16 or bet-
ter, also was available. We
took a lambasting in Reynelds
Metals. Steck was to be
bought between 23 and 24
with a stop at 21. It got down

to 23 and then to 21.

Now that you're long again
I suggest profits as.follows:

| Cooper Bessemer at-28 or bet- -
'ter and Mead at 19 or better.
'Stop Cooper at 22 and Mead!

at 14, "
|The views expressed “in this!*
article. do. not. necesserily. at any:

 time coincide with. thase. of the

Chronicle. They are-presented as!
those of the author only.].  _ A

Pacific Coast
Securities

Orders Exeeuted on
Pacific Coast Exchanges

Schwabacher & Co.

Members
New York Siock Exchange
New. York Curb Ezxchange (Acssociate)
San Francisco Stock Exchange
Chicago, Board of Trade
14 Wall Street New York 5, N. Y.
COrtlandt 7:4150  Teletype N'Y 1-928
Private. Wires. to, Principal Ojfices
San Francisco=-Santa Barbara
+ Monterey=—Qakland——Sacramento
Fresno—Santa Rosa
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Bank and Insurance Stoeks
By H. E, JOHNSON
This Week—Bank Stocks

Bank operating results and developments during 1949 reflected
the general business conditions prevailing throughout the economy.
The readjustment in business which began in. the early months
of the year was accompanied' by a. sharp. contraction. in the volume.
of outstanding industrial and commercial loans. 'After the decline
had been underway several months the governmental authorities

reversed their edrlier anti-inflationary policies and: began a pro- -

gram of easing restraints on credit. By the latter part of the
summen the: decline in business was halted. and normal seasonal
influences: caused an increase in outstanding loans. At the same
time an: active easy-money policy on the part of the government
was. continued.

For the most part operating earnings. of the principal New
York -City banks were well maintained despite some of these
adverse factors at work. The rising, trend: of bond; prices, however,
was generally favorable: for security transactions and: in most cases
resulted: in higher profits or the elimination:-ef..the previous years’
Tosses, Because of thein relatively minor significance, however,
seeurity; profifs did not aftect total earnings materially in com-
parison with those of 1948.

' . To make carnings figures more neanly comparative we. have
in some cases made- adjustments: and for this reason, they may not
be the same as: shown: in: the: published reports. .
A tabulation of the operating earnings, profits from securities
and total earnings for the past two years is shown below.
Operating Prolits From Total
—Earnings— —S8ecurities— —Farnings—
1949 1948
$0.03  §$0.10
0.22° —0,06
0.58
--0.20
0,17,
0,20
s

Bank of Manhaitaa
Bankers Trust ___
Central Hanover _

Chase National _________
Chemical Bank & Trust..
Commercial National _.__
Corn Exohange _____ -
First: National _._
Guaranty Trust

Irving Trust ..
Manufacturers T
tNational City _

New York Trust..

Puvlic National

e
)
©

ogccoh ooo
2O RIB o BN

im0

s

6,90
1,29
Nil
0i46
0.10
—1.24
4.68 0.16 0.08 4.76
“Security. profits. and recoveries nof reporied separately but added to
valuation reserves, fIncludes earnings of City Bank Farmers Trust Ca,

e
—
o

Adjustments.in the abowve figures have. been made where there
has been a change in capitalization. The figures:on Public National,
however, do:not reflect the- 10% stock dividend: to: be: paid Feb. 1z
1950:

Concerning the year-end statements of condition, considering
the events of the past 12 months, they compare: favorably with
those of' a year ago. The following table. shows: the deposits, loans.
and discounts and U, S. Government securities holdings at the end:
of the past two_years for 14 banks.

X (000’s:Omitted)
© ——Deposits—  Loans & Discounts  U.S. Govt. Seeurs,
1949, 1948 1949 1948 1949 1948
$ $ & § $
1,127,810 1,180,772 462,758 455,974 329,184 344,796
1,431,528 1,325,472 . 576,711 571,153 532,299 441,902
1,448,101 1,400,785 443,612 425,538 636,351 590,525
4,384,572 4,237,000 1,350,507 1,482,834 1,819,414 1,482,078
1,449,656, 1,435,190 436,846 560,799 - 598,546. 415,567
176,466 183,678 43,790 48,039 95,944 96,526
766,807  772:123 83,709 80,285, 466,542 = 461,605
599,388: 523,323 126,947 110,333 316,214 325,693
2,299,856, 2,330,237 954,963 1,034,441 1,088,072: 959,611
1,052,448 1,113,182  381,224; 429,049, 452414 395,088
2,281,748. 2,223,383 557,375 605,912 1,078,980 970,586
4,781,197 4,731,275 1,382,264 1,423,085 1,986,755 1,737.912
627,300 - 642,399 237,059 256,427 267,035 217,199
232,144 248,763

Bank of Manhattan
Bankers. Trust _
Central- Hanoven

Chase National __ =
Chemical Bank & Trust
Commercial: National ___
Corn Exchange

First National _
Guaranty Trust

Irving Trust ___
Manufacturers Tr
“National City _

Public National __ - 505,319 515,991 156,562 140,307
“Includes figures of City Bank Farmers Trust Company,

Here too, there are indiwidual variations. with some banlfs
such as Bankers Trust and Central Hanower showing increases: in
all three groups. Others have been able to show gains in: the vol-

ume-of loans, outstanding and: most of the banks, possibly because
of lower reserve requirements; have larger holdings of' government
securities.

Howard A. Frame Opens Pyne, Kendall Admit

PALO ALTO, CAL.—Howard
A, Frame is engaging in a securi-
ties business from offices in the
American Trust Bldg.: Mr. Frame
was previously with John R.
Lewis & Co. and: Dean Witter &
Co.

Wall Street, New York. City, mem-
bers of the New York Stock Ex-
change, will admit F. Leighton
Meserve, member of the-Exchange,
and- Arthur G. Bowman to part-

nership on Feb. 1.  Mr. Meserve/

has been active as ‘an -individual
floor breker.

BANK STOCKS
Our year-end: comparison and:

analysis of 19 New York City
banks is now available.

Laird, Bissell & Meeds

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

|| NATIONAL BANK
| of INDIA, LIMITED

Bankers to the Government. in
i Kenya Colony and Uganda
Head: Offige: 26, Bishopsgate,.
London, E.,C. :
Branches in India, Burma, Ceylon, Kenya
Colony,, Kericho. Kenya, and: Aden:
and Zanzibar
Subscribed Capital..._.£4,000,000
Paid~up Capital... £2,000,000.
Reserve. Fund. £?,500,000
The: Bank: conducts: every description of.
banking snd: exchange business
Trusteeships and Executorships -
: also undertaken”

|| $200 million per month.

| Nor cauld the cuts in dollar im-~

| payments. through: larger exports
‘| and’ smaller imports was offset
'| through the resumption: of leakage

The British Gold Reserve

By PAUL EINZIG

Commenting on increase of Britain’s gold reserve in. last quar-
ter of 1949; Dr. Einzig. contends it is temporary, because result
is due largely to, inclusion. of non-recurring items, and: does not
necessarily. indicate success, of sterling devaluation., Points, out

much of reserve increase arises.

from. payment of sterling debts

incurred in anticipation. of devaluation.

LONDON, ENG.—The announce~ reach

ment made hy Sir Stafford: Cripps
on Jan. 4 that during the last quanr-.
ter of 1949 the British gold reserve
increased by
$263 million
to $1,688. mil-
lion gave rise
to. a. certain
amount of op-
timism apout
Britain’s gold
position and
prospects, Be-
vond doubt,
the increase
exceedeqd even
the most op-
timistic antic-
ipations; The
reserve rose
above its level
on June 30,
which means that the entire loss
incurred between that date and,
the devaluation on Sept. 18—
when the figure was down a%
about $1,340' million—has been re-
covered. On the face of it, this
result appears to justify the.con-
clusion that, after all, the devalu-
ation of sterling has been a suc-
cessful operation. In spite of this.
the announcement of the good re-
sult was not followed' by a recov-
ery in the rates for sterling in.
overseas markets. The discount on
transferable sterling in New York,
for instance, remained over 10%.
Nor  was, there a recovery in
British Government loans.

The reason. for this. unsatisfac-
tory response to. what is undoubt-
edly goed news is that most peo-
Dle believe, that it is too; good: to
last. Even though the official
statement claimg that only abeut
half of the improvement is due to
nen~recurrent factors such as the
covering  of short pesitions in
sterling and the. replenishment of;
supplies of - British goods which

Dr. Paul Einzig

were: allowed to. become: depleted:

in. anticipation of the devaluation,
expert opinion regards this esti-
mate: as over-optimistic. It is cer~
tainly not justified on. the basig of
such, figures. as are available con-
cerning the increase of British ex-
ports. to, the: Dollar Area. During

the first two months following the-| || ‘

devaluation: the increase in the
volume of: such, exports was barely

suffieient to offset the less caused |||

by the lowexr dollar yields due to:
the devaluation. Possibly the pe-~
sition was hetter as far ag Sterling
Area. exports, to the Dollar Area
wag concerned, Even so, it must

be borne in mind that the full ex~|}

tent of the improvement follow-

'|ing on the devaluatien was not the
Pyne, Kendall & Hollister; 52

increase of the gold reserve by
$263. million hut. the - difference be-
tween. its decline by some $300
million befween June 30. and. Sept,
18 and: its. increase by some $340:
million from the latter date to the
end- of the: year. The full extent
of the improvement. in a. little over
three months was. therefore. some-
thing like $640. million, or over

The extent to which this im-
provement was. due to- higher ex-
ports. to the Dollar Area must have
been. a bare fraction of that figure.

ports.account for very much; since
most of these cuts were not fully
operative. Moreover; part of the
improvement. in the balance of

caused by the discount on sterling
in overseas market, as a result of
which. part of the proceeds of the
increased dollar exports. did not

the -Treasury. It seems
therefore probable that a much
larger propertion, than the: official
estimate of 50% must be attributed
to. non~recurrent factors.
The question is; will the non-
recurrent factors continue to oper-
ate? It seems probable that most

‘of the sterling debts incurred in

anticipation: of the devaluation
have: been covered by now.’ On
the othey hand- the temporary in-

| crease of exponts to. replenish abn

normally: depleted stoeks, of Brit-
1sh: and Sterling Area goods is

|likely to continue for seme

months, ‘What is more, even in so

far' as’ these¢: exports. have taken
f | place they may not have been paid

for. Thus,- even though it would'
be: unduly optimistic to expeet the
gold: reserve to maintain its pres-
ent rate: of increase during the
Lirst quarter of 1950, the: figure to
be published at the beginning of
April is likely to he relatively sat-
isfactory. Allowing for Marshall
aid, ‘the uncovered part of the
dullan gap, though it will be larger
than. it was -during the last quar-
ter; is not likely to be- alarmingly
large.

' The prospects. for the more. dis-~
ant future ave; however, less en-
couraging. By the second quarter
of this year the non-recurrent fac-
tors: will have produced their full
effeets, and-the: gold reserve will
dzpend on the permanent factor,
the dollar drive and. the cuts in
dollar  imports, The outlook for
the: dollar drive is still very un-
certain. In certain lines it is very

promising, in others considerahiy
less so. Much depends on the Govy-
ernment’s .willingness and ability
to curtail domestic demand and
exports to soft-currency countries,
’Iﬂ“he; latter problem is particulariy
dlfflqult. If the countries of the
Sterling Area are required to ci#
d.own thei'r dollar imports they are
likely to insist on importing more
goods from, Britain or other Eu-
ropean countries to replace the
goods formerly imported from the
Dollar Area. Under the proposed
intra~-European clearing systern
Britain is liable to. lose dollars if
Sterling Area countries should
buy large quantities of continental
goods. .

One thing is certain, The de-.
valuation of sterling now appears
to have been justified in a nega-
tive sense. But for it the drain on.
the gold reserve would have con-
tinued, and by now its amount
would have declined in all prob-
ability below $1,000 million. In
the absence of devaluation the
complete exhaustion of the dollar
reserve might have taken place
in the course of 1950. The deval-
uation has certainly stopped the
drain, .and has even temporarily
reversed: it, There is no. reason: te
suppose that, had sterling beewn
devalued to an even larger extent,
the result would have been more
satisfactory. Nor is there any rea~
son for believing that a second
devaluation would improve the
result.

William C. Juen Joins
Newhard, Cook & Co.

(Special to THE FINANCIAL CHRONICLE)

BELLEVILLE, ILL.— William.
C. Juen has become associated :
with Newhard, Cook & Co. of St. '
Louis, Mr.. Juen was formerty
partner in Wm. C. Juen & Ce.
and prier thereto was cennected
with Fusz-Schimelzle & Co.

f

Connecticut Coverage

For over 40 years we have initiated and participated
in finaneing of Connecticut. industrial, bank,
insurance, and public utility companies.

"PUTNAM & CO.

Members of the New York Stock Exchunge
Associate Members of the New York. Curb Exchange
6 CENTRAL ROW, HARTFORD. 4, CONN.
Telephone 5-0151
Branch Offices: New Britain and Middletown
BOSTON—Enterprise 1540
NEW YORK—CAnal’ 6-1255—Enterprise 6350

Bell’ Teletype:

Hartford. 564

New.Haven 6-0171

FIFTY-NINTH YEAR OF DEALING IN

CONNECTICUT
~ SECURITIES
Primary Markets

Statistical Information

N
L

CHAS. W. SCRANTON & Co.

MEMBERS NEW YORK STOCK EXCHANGE

209 CHLURCH STREET, NEW HAVEN 7,' CONN,
. Bell Teletype—NH 194
New York:

B;ridgeport -Danbury . New London  Waterbury .

CAnal 6-3662 Hartford 7-2269
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" adjustment last year, people showed almost no tendency
. to curtail their buying. The total volume of retail sales

held up throughout the year at close to the high levels
of 1948. Eventually it became evident that people were
buying more goods than industry was producing. In
consequence, sales expectations had to, be adjusted up-
ward, new orders had to be increased, and factory -out-
put had to be expanded.

There is every reason to expect that consumer buy~-

- ing during the second half of 1950 will be equally well
 maintained. The continued high volume of sales cur-
: rently is an indication that people have confidence in the

future. There is a general appreciation that incomes
today are better protected than they have ever been in
earlier years. Our immensely strong financial situation,
and our freedom from any credit or monetary stringency,
is likewise reassuring. Consumer confidence is strongly
supported by the record volume of individual savings,
which forms a large backlog of potential purchasing
power.

There is no foreseeable reason for believing that these
bases for national confidence will be any less strong
during the closing months of 1950 than they are today.

. No evidence has appeared of any important speculative

maladjustment or excessive credit expansion, like those
which, in the past, have often initiated or prolonged ‘a
business downturn through forced liquidation. We must
be on guard against any development of this nature. In
the absence of some such maladjustment, no business
setback is likely to get very far, as last year’s experience

. demonstrated.

Industrial output this year will be supported, in part,
by a.continued volume of unfilled demand in such fields
as capital goods, automobiles, heavy construction, and
housing. Some observers feel that business must decline
as these backlogs are used up. One must keep in mind,
however, that it is always easier to visualize a.decline
in goods that are currently being produced than to fore-
cast the new factors that will arise to'replace them.

Yet it is well known that our industrial development
has been built upon-a continuing progression of new
products which have given successive support to indus-
trial activity. Today we have the advantage of the un-
precedented technical developments of the war and post-

* war years, which are rapidly being applied in bringing

-

 purchase with greater confidence and .

2 on the basis .of important .factors
. known in advance.

. special feature bulletin issued by the

out new types of consumer goods and in reducing pro-
duction costs. We are at the beginning of an era in
which technical achievement based on new discoveries
in electronics, in chemistry, in synthetic materials, in
metallurgy, and in many other sciences, will play a very
substantial part in our industrial progress.- It is incon-
ceivable that such an era of scientific advancement in a
rapidly growing nation should not see.business con-
tinuing to push strongly ahead.

Industry is alert to the opportunities which have been
opened up. The record volume of business expenditures
for new plant and equipment, in the years since the
war, has very largely reflected the determination of
businessmen to make use of new discoveries and im-
proved techniques to improve their production efficiency,
to turn out new and better products, and to broaden their
markets. '

:These developments provide an additional basis for
confidence in our continued industrial progress through
1950 and in later years.

HERBERT ABRAHAM
President, The Ruberoid Ce.
For the building products industry the year 1949 was,

in marked degree, a period of transition—from the ab-
normal conditions of the immediate postwar years, when

excess of demand over supply kept sales at high levels

throughout the year, to the normal "
seasonal pattern of prewar days, with
materials in adequate supply and
sales again following the curve of
favorable building weather.

© The resull; in my opinion, is a
healthier situation — one in which
distributors-of building material- can

in which manufacturers can plan.
production and develop sales policies

With respect to the present situa-
tion in the building industry as a:.
whole, some interesting statistics
have been published recently in a

- Herbert Abraham

U. S. Department of Commerce. For

" the year 1950, according to this bulletin, total new con-

struction in the United States is expected. to reach a total
of $19.25 billion. or about the same as the:total estimated
by the Departinent for 1949, which was, as a whole, a
good year. '

It will be noted that the figures quoted refer to new
construction only. In addition to this, there is the huge
backlog of.repairs and modernization work.accumulated
before, during and since the war. ‘Production of the ma-
terials adapted to this kind of-work ordinarily accounts

for -a substantial proportion of the output of numerous -
-manufacturers. : '

It ‘will thus be.seen 1hat, at the \startlof this new year,
there are in our indusiry’s situation various significant
faetors of an encouraging character,,
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MORE STATEMENTS IN
SUBSEQUENT ISSUES
Quite a number of statements either were
received too late for publication in today’s
issue, or for mechanical reasons, could not
be accommodated herein. These will appear
-in subsequent issues of the ‘“Chronicle.”
—EDITOR.

BENJAMIN ABRAMS

President, Emerson Radio and Phonograph Corporation

In 1949, television amply fulfilled the prophecies that
were made for it. The so-called “infant” industry took
giant strides in the direction of maturity. Yet, amazing
as its growth has been, the future holds even greater
promise of large-scale expansion. At
the moment, we stand on the thresh-
old of the greatest 12-month period
in electronic history.

In this great forward movement of
the television industry, Emerson has
played—and will continue to play—
a leading role. Emerson production
in 1949 will be three times that of
1948. And Emerson plans for. 1950
are expected to double the output
of 1949, Such growth is convincing
evidence that Emerson has firmly
established a position of leadership
in the television field.

The immense popularity of Emer-
son-Television in 1949 was based on

three things—great increase in value, ~ Benjamin Abrams
better performance and a steady pro-
cession of mechanical and electronic improvements.

Early in the season, Emerson developed the large ex-
panded picture, widely. copied by others. Emerson like-
wise developed and was first-to introduce the circuit
and mechanics for integrating ¥M/AM phonoradio with
TV on a single chassis. Still another first was the FULL
performance AC/DC television. These and other Emer-
son features, such as super powered long distance circuit,
simplimatic tuning, “Miracle” picture lock and auto-
matic gain control circuit, won universal acceptance by
the television public. Emerson,‘in 1950, will continue
to pioneer simpler, more trouble-free, less expensive
television, with the constant aim'of giving the public
even greater value and improved quality.

Emerson plans for 1950 also’call for material increase
in the production of radio receiving sets. The past year
has proved conclusively that both television and radio
have a permanent place in the American home. Through-
out 1949, public interest in radio-has not'diminished and
broadcasters have maintained the high level of program-
ming which made radio such outstanding entertainment.
There is a definite trend toward simultaneous television
and radio broadcasting, which would give both systems
the benefit of the best possible programs. For these
reasons we do not foresee any material decrease in the
sale of radio sets even though television production and
sales continue to rise. The normal demand for radio sets
is expected to be in the neighborhood of ten million
units annually for some time to come.

Thus, from every aspect, the coming year will be a
highly rewarding one for the Emerson dealer and dis-
iributor organization. In order to keep pace with the
increased demand for television receivers and the con-
tinuing demand for radio receiving sets, we are planning

“a large scale expansion of our, production facilities.

Emerson advertising and sales promotion will keep pace
with this greatly enlarged sales potential.

The year 1950 will also bring increased stability in
televizion production and sales; While rapid improve-
ment in ‘television quality will occur, no radical changes

. or innovations can be looked for, Greater sensitivity and

better definition in pictures will undoubtedly be
achieved, as well as improvements in cabinet design. But
the much discussed color television will not be available

in 1950. Indeed, it may not be a‘factor for the next

five years. .

Instead of premature changes, expansion in television
will come in an orderly manner through such develop-
ments as the expected early lifting of the “freeze order”
by the Federal' Communications Commission. This will
bring television within the reach of many more people
and consequeritly ‘will open:up'new ‘markets.: Also, the
linking up of many additional centers by coaxial cable
will make available to a far greater audience, the better
programs which now stem from New York and Chicago.

All of these factors should insure a-production in 1950
of between 3% and-4: million television receivers. The
extent to ‘which -dealers- may .capitalize ‘on . this great

--opportunity will depend largely on their ability to equip.:
themselves amply to finance -and service -a much.greater

volume of business than"they-have handled heretofore.
Radio and. television,: already 'a. billion dollar business,
will develop-in the next few-years to:one of the top
six industries in the United States.” There ‘are ample
opportunities for all to progress. By constructive plan-
ning and devotion to the best interests of both the public
and the industry, we can all look forward with confi-

" dence to_a rewarding future in television and radio. .

Business and Finance Speaks After the Turn of the Year

HARRISON L. AMBER

President, Berkshire Life Insurance Company

There will be a lot of talk in 1950 about the bigness
of life insurance, Too much is going to be expressed

_about the size of individual companies, assets of life

insurance companies and their place in the economy of
our nation. There will be very little -

said, unless the insurance companies
say it, about the tremendous amount
of service rendered by the insurance
industry. The billions of dollars
which will be paid to beneficiaries
of life insurance policies and to pol-
icyholders themselves will not make
headlines but they are the biggest
headlines in the business.

You cannot stop the size of life
insurance companies or the size of
the industry as a whole so long as
it renders the kind of service which
has been rendered over the past
one hundred years. Life insurance
did not start out to be big neces-
sarily; it slarted out to render a
needed service to humanity. Now
that it has succeeded, it is being subjected to accusation
of being big. It could not have rendered the kind of
service it has rendered had it not grown to such size.
Size is made up of individual companies and the large
companies have contributed greatly to the advancement
of service of life insurance.

1950 will be a prosperous year for life insurance, in
my- opinion, because it has rendered and is rendering
the kind of service which is necessary for individual and
national economy. How can the young GI, for that
matter any man with a family, protect his family except
through life insurance. Certainly he cannot’save suffi-
ciently to do it, therefore life insurance must prosper; it
must grow or else our whole economy suffers.

H. L. Amber

S. C. ALLYN
President, The National Cash Register Co.

In-almost every field, 1950 will be a test of manage-
ment, with the principal problems being to keep sales,
production and costs in balance. The seller’s market,
together with huge backlogs are a thing of the past for
industry in general.

Nineteen-fifty may well prove to
be the first normal year in business
in the past decade. It will not have
to contend with some of the abnor-
mal influences which so seriously
affected life and business in the
“forties.”

Economists are almost unanimous
in pointing to a year of good busi-
ness conditions. with national in-
come, production and employment at
high levels. In fact, there is so much
unanimity on the business outlook
that one is inclined to ask the fol-
lowing questions:

Will the automobile and building
booms continue without a readjust-
ment? Will there be an ebb in the
capital goods expansion? What effect will lower income
ahead for the farm communities have? At the peak of
prosperity, what does it mean to have the government
accounts in red ink?

As far as the Office Equipment industry is concerned,
I think it is faced with several special conditions which
operate to insure a well-maintained demand. Perhaps
the most important of these is the necessity for reducing
costs in every type of business. Higher labor costs, with-
out recent increases in volume, have narrowed profit
margins so much in the average business that cost re-
duction has become ‘one- of the major problems:facing
management. Costs of all kinds have risen to such an
extent that profit margins have been impaired. Mechani-
zation reduces operating costs and therefore creates'a
demand for labor saving machines, such as those manu-
factured by this company. ‘

Today, no management can afford to overlook a pos-
sible saving; and-a dollar- saved in the office-is just as

S. C. Allyn

-important as one saved out on the production line.

In the.realization that -new products will:be demanded

constantly by the fields it serves, the company enlarged

ijts Product Development -department during the past
year and. is following an extensive program in this di-
rection. Research activities are projected well into the
future and include work with electronics as well as
established' mechanical principles. :

Within. our.own -business, 1950 will see the announce-

- ment of some new machines and the release to the field
'of various-improvements affecting-the present line. The

extensive engineering and research program being car-
ried -out 'is the most important element of all in our
evaluation- of  future ‘opportunities.

Sales in' the Overseas-field-in 1949 were substantial.
It is expected that volume in this division of the busi-
ness in' 1950 will equal 1949. Devaluation and {he dollar
shortage have-had little effect on our overseas business
“as the possibility of both developments had been antici-

Continued on page 18
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Helping
to build a
be

orl

THE GROWTH of the United Nations as a force
for peace and justice is typified in the present
physical growth of U. N. world headquarters:
beside the East River in New York City. An on-

looker, viewing the early stages of construction,

might be overwhelmed by the magnitude of the

task. But the skillful, farsighted builders know

“that each day’s work is a step towards the shining
beauty that lies ahead.

An important part in the construction of these
heat%quarters, where nations will seek to solve the
world’s troubles, has been entrusted to skilled
‘workers of United States Steel’s American Bridge :
Company. Into the Secretariat building has gone
13,000 tons of structural steel made in U. S. Steel
plants, and into it also have gone the labor and
the hopes of thousands of United States Steel
employees whose own roots stretch back into all
countries of the United Nations.

Helping to build a better world is part and
parcel of helping to build a better America—the
No. 1 job at United States Steel. "
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pated. Manufacturing tacilities established through over-
seas plants supply a considerable part of the overseas
market. The.operation of these plants is not affected
either by dollar shortage or devaluation. '

i Through new machines and further development of
existing machines, the Company has entered new fields
and expanded old ones. Its sccounting machine business
lalone is now equal to its total business before the war.
High labor costs in officeg, the 40-hour week, overtime
premiums, social penefits—all have helped: to create a
greater appreciation of the advantages of me_chaniza—
tion of record keeping. Becauge of this and the con-
stantly increasing need for business information, we look
forward to a well-maintained demand for our products.

HARRY A. ARTHUR

President, Blue Ridge Corpotration — American Ci.tits
Power and Light quporation. (Investment Companies)

There seéms to exist good reason for moderate op-

timism for business and. more so for equity seeurity
‘markets in 1950. This favorable view should be tem-
pered by a realization that we are launched upon un-
charted economic seas and anything may happen in
the more distant future, .
. Forming an opinion as to what general business and
equity security markets. will do in 1950 is largely a
‘matter of appraising the prospective action of our gov-
‘ernment. In the past, the tried economic processes were
the principal basis for developing a concept of future
treads in the economy. This was a complicated matter
‘but not impossible of solution because one could rely
upon experience and logic and the accuracy of one’s
foresight was in direct ratio to one’s knowledge and
clarity of thought. Since politics make the motives un-
‘orthodox, to say the least, actions taken are often
.volatile and inconsistent with the underlying economic
.structure. Consequently, there are no established pat-
terns to be accepted for guidance. However, this un-
predictable political factor is now the major element in
forecasting economic events and the only practical basis
for judging the outlook.

There are certain reasonable expectations to be built
on that basis for 1950.

The development of a deep deflationary swing,
nocrally to be expected at this time, can be discarded
as unlikely. There is almost a certainty that the Ad-
ministration will use the full force of its not incon-

siderable power to forestall it. A substantial increase in

taxes would be deflationary, but this is hardly likely
in a campaign year.

Despite the fact that we are reaching the point of full
competitive pressure throughout industry, there are
many elements of strength in the picture, such as the
good liquid position of more or less everybody, defense
_and Marshall plan spending, agricultural price supports,
_building programs, Veterans’ insurance payments, social
security, ete. and a strong and controlled credit struc-
ture, all of which should keep the economy from slow-
ing down seriously, at least during 1950. These factors
will probably continue fo be supported by deficit
financing and will produce an inflationary psychology
from time to time.

As to equity security markets, the unimpaired business
conditions give a good base for expectation of no serious
breaks in the prices of stocks of well established and
managed companies where dividends are well covered.
.The longer range factor of increasing investment con-
seiousness of the general public, spurred by high divi-
dend yields at present prices, support the thought that
there should be strength rather than weakness.

ARTHUR K. ATKINSON
Prc§ident, Wabash Railroad Cempany

At Jan. 20, 1949, as the “Chronicle’s” Review and
Outlook Issue for the then current year was going to
press, the area lying between the Sierra Nevada Moun-
“tains and the Mississippi: Valley was in the throes of the
. severest blizzard recorded in its his-

tory. . Repercussions of the long

period of disrupted transportation in

that vast territory were nationwide
and alone rendered invalid most of
our best considered forecasts; but
the blizzard came in a period of
industrial unrest followed by critical
labor disturbances in two key indus-
tries: a 42-day strike in steel and
the slowdown strike which still pér-
sists in the coal fields; both indus-
tries being major centributors to. the
earnings power of the Wabash Rail-
road, which itself was closed ‘down
completely for eight days and dis~
organized for days lomgér by an
inexcusable strike of certain of its
own employees.

Every business, whether large or small, must be con-
stantly alert to government regulation and competition,
but I believe the critical sitwation which the railreads
face today is the most outstanding example. Being the
girst of the large .industries to be regulated, we have
operated under Interstate Commerce Cornmissoin control
ia_x: meore than half a century. Not only are our revenues

Artirur K, Atkinson
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controlled by rate regulation, but ot accounting, finan-
cial, borrowing, and inter-railroad ‘relations ‘are con-
stantly under the surveillance of some government
bureau. or eommission. While our -costs for materials
and supplies began rising in 1940 and have coritinued
upward at an accelerated pace until recently, it was not
until July of 1946 that freight rates were inereased. !
Notwithstanding all of these adverse factors, Wabash
Railroad Company came through the year with an earn-
ings record of mocre than $5 per share upon its common
stock. :
That we look forward hopefully to the year which lies
ahead does not mean that the railway industry is not
beset with difficulties of the most serious character.
Foremost among these is subsidized competition by air,
by land and by water. Where its competitors are receiv-
ing subsidies to enable them to ilive and -to. compete;.
the railroad industry is being taxed to make the sub-;
sidies for its competitors possible.” While we must spend
huge sums for maintenance and real, estate taxes on our\
roadbeds, the airlines, truck lines and barge lines use
facilities costing millions of dollars and paid for out of/
the public treasury. President Truman recently. pointed

out that the Federal Government is now spending approx-

imately $11% billion annually for regulating and promot-
ing certain branches of the transportation industry. The
President named specifically Federal aid for roads, air-
ports, river ‘and harbor iq;provemen_ts and navigation;
and T should like to emphasize that no part of this huge
expenditure goes for promoting the railroad. industry.
But the railroads are net asking for Federal, subsidies.
All we ask is a chance for fair competition with other
transportation agencies with a minimum of Federal
Government interference. The inereasing diversion of
business from the railroads to other carriers eould soon
be reversed if the railroads had the same opportunities
to adjust rates and aleo had the freedom from control
now enjoyed by our competitors. )
It is my view that we will have no substantial im-
provement in business during the early part of 1950;
however, in the absence of major labor difficulties -or
other equally disturbing factors, a reasonable growth in
business may well be anticipated during the balance of
the year. Wabash Railroad Company goes into 1950
determined to fit itself to efficiently handle such increase
in traffic as may be tendered it. What its profits will
be is an unhappy imponderable, dependent wholly upon
the question as to what part of its legitimate earnings
the government tax-gatherers will permit it to retain.

- COLONEL F. J. ATWOOD

Vice-President, Remington Rand Inc.

The over-all cost of doing business should not be
expected to change materially during the next 12 months.

While labor efticiency is improving gradually. the
resulting gains may be offset' by increased labor, trans-
portation and other  costs.  Also. . ’
recent metal supply interruptions
can be expected to have an adverse
effect upon rates and costs of pro-
duction for some monthg to come.

The influence of government
spending, veterans’ bonus payments
and the present abundant money
supply can be expected to prevent a
receding tendency in most business
activities for the next six months.
The polilical and tax outlooks have a
tendency to guide future planning
along conservative lines. Opera-
tions thus' planned provide for a
slight retrenchment in molding fu-
ture developments to stabilized busi«
ness patterns,

Relying upon the law of. supply i ‘
and demand as a controlling factor, we should not expect
commodity prices to advance generally during 1950.
Inventories have been brought into better palance during
the past year as a result of improvements in sales man-
agement and as a resuilt of produetion materfals having
become more generally available. : :

Competition is aciive. Our experience has
gales techniques, for the first time in over 10; years, are
being streamlined to achieve pin-pointing of specific

F. J; Atwood ¢

markets. We have learned that the potential market is - |
cales organizations must bé retrained
and geared to the expanded and diversified prospeets.. -

copious, but that

Sales sights must be -raised and sales personhel alerted
to a highly competitive tempo. ) wu e
Production materials meeting special’requirements are
more readily available which in turn reduce processing
or fabrication costs. Likewise, material requirements of
manufacturers have become better stabilized and more
advantageous procurement conditions now prevail. Con-

tinued changes in organizational struetures of many

companies should provide for further efficiencies and
further reduce wasteful precedures.

needed for the guidance of management. With the rapid

mushrooming of growth in government and business,
there still is a sizable gap to be filled by top management ,

in applying the most recent developments created by the
office equipment industry in methods simplification and
mechanization. 2 - . A

been that -
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FRANK A. BACH i
President, Fidelity and Deposit Company of Maryland

Fidelity bonds (sometimes referred to as “Dishonesty
Insurance”) constitute the largest single line written by
our company and as we are one of the largest fidelity
writers, it seemg appropriate to devote the major portion
of this brief article to that line. In ‘
my opinion our industry will sell
substantially increased' amounts of
fidelity coverage during the current
year. There are several reasons for
this prediction.

Since the period immediately pre-
ceding World War II, rates on certain
fidelity classifications, more particu-
larly blanket bonds, have been re-
duced by as much ad 75%, with an
average reduction on all such classi«
fications of approximately 60%i
Paradoxical as it may seem, sub-
stantially broader coverages were
made available concurrently with
these drastic .reductions in rates.
Through the closest supervision and
curtailment of operating costs, com-
bined with an unusually favorable loss ratio, our indus-
try has been able to pass on to its insureds savings the
maghitude of which is apparent from the following
comparison: ' S ;

Fidelity bonds written in 1949, for which insureds
paid lpremiums estimated at $40,000,000, would have
cost approximately $100,000,000 at the prewar rates.

There was a very marked upward trend in fidelity
Josses in 1949 and there is every reason to believe that
this trend will continue through the current year. Based
on my 45 years of experience in the business, I can say
without reservation that never has the cost of this pro-
tection been so low, or its value so great.

Our industry is better equipped than ever before to
sell - this coverage. Wartime and early postwar man-
power shortages have been largely eliminated and prac-
tically all companies through Home Office training
schools and similar media have developed organizations
well grounded in this line and eminently qualified to
serve agents in promoting its sale. We have also observed
that more agents and brokers are becoming fidelity con-
scious, that is, are recognizing the necessity of dishonesty
coverage in adequate amounts as a vital part of any
sound, well-planned insurance program, and credit men,
as well as bankers, in increasing numbers are requiring
prospective borrowers to submit data as to the amount
and character of fidelity coverage carried on their em-~
ployees. Such factors naturally stimulate sales—hence

Frank A. Bach

-from the viewpoint of increased production, we are quite

. .ingly,
“results from public construction, it is reasonable to
‘- assume that our this year's writings in that lin€ will be

~tainty, the indications are that 1950 should be a

‘!

Utilization of modern business systems and in.mproved‘
office machines provide, at low cost, basic information .

optimistic regarding the outlook for this line.
Recognized reporting authorities estimate that public.
construction and engineering contracts awarded this year
will be slightly in-excess of the 1949 volume. Accord-
as .a major portion of contract bond premiums

slightly in excess of last year’s, and it is my opinion based

- “on the facts now available that 1949 contract bond writ-

ings were the largest in the history of our industry.
- Other surety lines should produce premiums about
equal to those written in 1949. o

The outlook for our business naturally depends on
many factors, including fair and reasonable premium

-rates, our earnings on invested assets and general eco-

omic conditions, and while there are elements of uncer-
satisfac-
tory year for the fidelity and surety, business barring
abnormally high losses. 1 Y

H. W. BALGOOYEN
Secretary, American & Foreign Power Company, Inc.

The electric power industry in Latin America.is look-
ing toward another year of capacity operations in 1950.
‘Despite the tremendous postwar expansion in electric
power faeilities, the .demand for' power in most areas

continues to exceed availablé supply.

Most of Latin America is still in the
_ early .stages of industrial develop-

ment and, although living standards

. are rising, mueh of the population
still is without the eonveniences of
modern living, for which an eco-
nomic supply of electric power is
indispensable.

A large part of the privately-
owned electric industry in Latin
America has beeh financed by North
American investors, and their enter-

. prises are among-the leaders in the.
recent large-scale development. The

American & Foreign Power Com-

pany Inc. system, alone, has spent-

more than $140,000,000 since the war

in expanding and improving its util-
ity properties; and probably a larger amount has been
gpent for the same purpose by a Canadian company, the
Brazilian Light and Traction Company.

Recent published reports indicate that both Foreign

H. W. Balgooyen

. Power and Brazilian Light have reached the point where

Continued on page 20°
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\ A 7OMEN ENOW and trust the name of Ivory Soap—famous

. VY for its purity and mildness.

Crisco is a household word which, to women every-
where, stands for the finest in shortenings. .

Duz, Oxzydol, Tide; Dreft—and 2 d@zen other Procter &
Gamble products—help lighten the burden of housework in
millions of homes. !

In fact, there probably isn’t a household in America
today that doesn’t have at least one Procter & Gamble

product in use or on the pantry shelf. '

For a spirit of partnership has existed between Procter
& Gamble and the women of America for over a century. We
do everything in our power to bring thém the finest of soaps,
cleansers, shortenings and drug products at, the Jowest pos-

sible prices. They, in their turn, demonstrate their faith in
the quality of Procter & Gamble products by using them in
ever-increasing numbers,

It is because women hawve this day-in, day-out faith in
Procter & Gamble products that our business operations have

~always had such year-in, year-out stability. We have been

able to plan ahead for the steady employment of our em-
ployees. We have been able to create plans whereby they
can share in the company’s sucoess.

Above all, we have been able to continue our constant
seexch for new and improved products to make available to
even more people everywhere,

Pr@ﬁl@r@
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Business and Finance S

reserves and current earnings must be supplemented by
substantial outside financial assistance, if they are to
continue to keep pace with the growing demand for
power in the territories they serve. Foreign Power
recently obtain a credit of over $8,000,000 from the
Export-Import Bank to assist in financing the con-
struction program- of its Brazilian subsidiaries, and it
has filed applications with the Bank for additional
eredits on behalf of its subsidiaries in Brazil, Mexico,
Chile, Cuba, and Guatemala. Brazilian Light, earlier
this year, announced the completion of negotiations
with the International Bank for a $75,000,000 loan to
assist in financing further development of its electric
and telephone services in Brazil.

It must be emphasizd, however, that the problem of
financing the nccessary expansion of the electric ] ower
industry, so fundamental to the industrial growth and
general economic development of Latin America, in-
volves more than obtaining additional dollar financing.
The privately-owned electric power industry must find
a way to promote'a more active interest and a greater
financial participation in- its business on the part of
Jocal investors and administrators of public. funds. Al-
though capital accumulations are not large in Latin
America as compared to more developed areas, private
savings and the resources of social security institutions
constitute a substantial reservoir of potential investment
capital, -Latir: Americans, however, have favored 'in-
vestments in land and other real estate or in high-profit
commercial ventures, rather than in industrial under=
takings that may take a relatively long time to “pay off.”
The public utility industry is particularly handicapped
in efforts to enlist local capital by the comparatively
low return it can offer; and the threat of government

- competition, where it exists, is not only a contributory
cause, but frequenily a result, of the inability of the
private wutilities to raise .the large amounts of capital
required for necessary expansion.

One of the most urgent tasks of public utility man-
agement, therefore, is to educate the consuming public,
and convince the regulatory authorities, as to the indus-
iry’s need for more remunerative rates—rates sufficient
to cover inflated costs of ‘operation and maintenance
and provide a margin of profit that will attract new cap-
ital. ‘The consuming public and the authorities in the
more progressive countries are showing an increasing
awareness of the problem and, in many recent instances,
have provided badly needed rate increases to both local
and: foreign-owned utilities.

North American investors in Latin American utilities
not only must be concerned about the adequacy of serv-
ice rates; they have the additional problem of converting
local currency income.into dollars to service their invest-
ments. This has been difficult in several countries al-
though, in ‘most instances, there ‘is no real “dollar short-
age.” Dollar earnings from exports and tourist services
are much larger than before the war, even when allow-
ing for present higher prices. Moreover, prospects have
been materially improved :in. several countries by the
rise in coffee prices. It.is true that-import requirements
are greater, particularly for machinery and equipment
to speed their industrialization. However, the exchange
required tc meet full service charges on dollar invest-
ments represents, for most countries, only a small per-
centage of foreign exchange receipts; and the realization
is growing that a record of satisfactory exchange treat-
ment for existing foreign investments is the surest way
of attracting the new investment capital that these coun-
ries so urgently need, i

i A. E. BARIT
| President, Hudson Motor Car Co.

Hudson Motor Car ‘Co. has just completed one of its
most successful: years.

By invading a lower-price field with the new Pace-
maker, Hudson has broadened the company’s market,
and with its lower-priced entry,
Hudson now offers the exclusive
“step-down” design in a wide price
range,

Business prospects for the coming
year are excellent for a number of
reasons. In the automotive business,
for example, the need for cars for
replacement alone is still very great
as is evident from the large number
of old worn-out vehicles still in use.
Another important factor is that the
automobile-using group is ever
broadening with the establishment
of new families at a very rapid rate.
It is well to bear in mind, too, that
the population growth of our coun-
try, which has been progressing at
an unusually rapid rate for some
years now, augurs well for our future market.

Another factor worth mentioning is that the average
individual income of the American people has been
sharply increased in recent years. This is certain to
have the effect of adding to the automobile-using group.

Not only do the American people have money in
greater abundance than ever before but credit is also
readily available to them.

While the income of certain segments of.our economy
may be somewhat less than.in the previous.year, the

" A, E. Barit

il

income of each segment will apparently still be suffi-
ciently large to enable buyers to satisfy their needs for
automobiles and other necessities.

From the standpoint of general business conditions,
it is pertinent to mention that most of the unhealthy
business practices which came into being as a result of
the severe material and commodity famine have been
largely eliminated. This, of course, contributes to con-
fidence in the current business structure.

Sales volume was the largest in the history of the
company. With the introduction of the new  Pacemaker
model to supplement its already popular Super and
Commodore series cars, Hudson is offering to the auto-
mobile buying public a smaller car in a lower-price field
embodying all the principles of the famous “step-down”
models which have been so enthusiastically received by
the motoring public. The essential characteristics of
“step-down” design permit the car to be built lower to
the ground, still providing unsual head room within the
body, and ample road clearance, It also provides beau-
tiful free flowing lines, easier,-surer handling, smoother
riding and safer driving. - ‘With such a design exclusive in
Hudson cars; I am confident that we will be able to
capture more: sales than ever before.

Approximately 17,000 persons-now. are employed by
the company and payroll rates.are the. highest in the
company’s history. = Hudson has further strengthened its
distributing organization with-additional zone and large
parts warehouses which have been added for quicker
and better service for customers and dealers.

A recent independent survey points out that 40% of
the 35,000,000 cars being driven today are 10 years old
or older. The survey further says that America’s poten-
tial market will increase 15% in the decade from 1950
through 1960. This means that-Americans will increase
their present expenditures for goods and services from
$1178,000,000,000 a year to $206,000,000,000.

However I should like to. warn dealers and salesmen
against over-confidence in the belief that large demand
automatically insures success to all units of industry.
One result of the postwar adjustments which already
have been accomplished, is that we again are conscious
of such natural laws as “supply and demand” and “the
survival of the fittest” Their influence is being felt
very strongly. I regard this as a very healthy situation.

Although there is a heavy demand, there is a more
careful approach on the part of the buyer. That is why
I believe Hudson faces.a good year in 1950. Our products,
with their “step-down” design, appeal to the most dis-
criminating buyer. We believe, and our Hudson owners
confirm, that our products offer more value on a dollar
for dollar basis than any car in any price class. Our
sights are set on- strengthening our position in the auto-
motive field through continuing to offer more value
than any other producer.

‘J. D. BARNETTE
President, First Bank & Trust Co. of Soqth Bend

Measurement of the basic soundness of the economic
business structure cannot be made in a vacuum where
forces may be isolated in order that the measurement be
carried on under laboratory conditions. It is possible,
however, to assess with some degree
of certainty the weight some of the
individual forces may be expected to
carry in the complicated interplay
factors affecting business in 1950.

Savings is one such individual
force, and savings deposits of the
public in banks and in the form of
savings bonds, as only two examples
of reserves people may call upon,
constitule a back-log that may safely
be counted upon to serve as a sta-
bilizer of business conditions during
the year. These savings are at an
all time high, and the American
people, conscious of their need for
reserve funds, are better provided
with such funds today than in any
previous year.

Bright hopes for 1950 based on this and other factors

of soundness should not cause us to disccunt that ever-

J. D. Barnette

- growing obligation on the part of management of indi-

vidual businesses to be alert to adverse conditions that
may appear in any one particular field of activity. As

markets become more generously supplied with products
of industry, keener competition is bound to be experi-
enced, In cases where any considerable falling-off in
volume materializes, more favorable break-even points

will have to be established. This will call for the ex~ .

ercise of economy measures of the well considered kind
which maintain profits in the face of reduced volume.

The year 1950 'will need complete cooperation of
management, labor, and investors all working toward
the good objective of wider enjoyment of increased in-
dustrial produdivity. By securing this cooperation, we
can afford spreading among greater numbers of our

.people, higher living standards with reduced costs. .=

peaks After the Turn of the Year

'EDWARD F. BARRETT

President, Long Island Lighting Company T

. The task of a public utility company is to provide the
reliable and adequate gas and electric service required
to keep pace with the territory it serves. On Long
Island the task is a very real one, |

The .rapid growth of the -area
served by the Long Island Lighting
System Companies continued during
the past year, and it is apparent that
the coming year will require us to
extend and expand our facilities at
about the same rate,

In 1949, our System Companies
connected over 29,000 new electric
customers, representing a gain of
more than 11% over a year ago. It .
is difficult for one to visualize what
this growth means to Long Island
because it is principally represented
by new homes and developments
scattered over a large area. How-
ever, on the basis of population gain
it is the equivalent of adding an en-
tire new city of nearly 100,000 resi- .
dents to our electric lines and gas mains.

Naturally, such continuéd expansion requires a pro-
gram of looking, planning and building ahead on the
part of a public utility. The first 40,000 -kilowatt turbine
of the Long lsland Lighting Company’s new Port Jef-
ferson power plant placed in operation in December 1948
was a major factor in enabling us to maintain a pro-
duction capacity of 13% above our late December 1949
peak demands. While this is considerably above the
margin of safety of the electric utility industry as a
whole, the continued growth of our territory will soon
require the output of the second unit of equal size due
for competition late this year.

Aided by the present open winter, construction is also
being expedited on a new 5,000,000 cubic feet gas
holder at Glenwood Landing, L. 1., which is scheduled
for completion this year. A new catalytic gas plant is
being built at the same site for processing natural gas
when it reaches the New York area.

We expect to receive natural gas from Texas and
Louisiana by the Fall of this year and the Long Island
Lighting System has already started activities to be
ready to connect to this source of natural gas when it
becomes available. The receipt of this gas will enable
us to expand substantially our gas business and at the
same time effect.economies in our System operation.

Another favorable development anticipated during
1950 is completion of the reorganization and consolida-
tion of our three System companies, the Long Island
Lighting Company, Queens Borough Gas and Electric
Company, and Nassau and Suffolk Lighting Company.
This has been pending for several years. The Plan of
Consolidation has been approved by the Securities and
Exchange Commission, and the New York State Public
Service Commission has found .that consolidation is im
the public interest, We are now awaiting a decision by
the Federal District Court on the application of the SEC
for the enforcément of the plan,

In retrospect, the year 1950 marks the 40th anniversary
of the founding of the Long Island Lighting Company.
At its beginning the company had 35 employees whereas
today more than 4,500 persons are employed to serve
over half a million customers we supply with gas and
electricity. ,

Viewing the future, all of the various foreseeable
factors. combine to place our System in an unusually
favorable position. By following our policy of endeavor-

- ing to visualize the future, we will be ready to meet the
continuance of the rapid growth which we have enjoyed
* during recent years.

E. R. BARTLETT

President, Hooker Electrochemical Compaiy

Edward F. Barrett

There seems to be a rather general feeling that busi-
ness for the first half of 1950 will continue at a high
level, at least as good as during the latter part of 1949
and perhaps better. Hooker Electrochemical Co. is a
relatively small factor in the huge
ghemical industry but a larger factor
in the branch of this chemical in-
dustry having to do with the basic
production of chlorine and .caustie
plus the manufacture of a large and.
varied group of chemicals dependent
in a major degree upon these basie
materials, We see no reason to dis-
agree with the general feeling about
the business trend in the first half
of 1950. We, however, look with
concern to the uncertainties of the
latter part of this year, We fear
the increasing. interference of the
national Government in the normal
course of business and believe that
artificial stimulation is in the long
run extremely undesirable. Govern-

ment statements and actions are based too much on
. political expediency and a growing sense of paternalism.

Continued on page 2&

E. R. Bartlett
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ITS 1950 SHOW TIME. ..

AT PIYMOUTH ... DODGE . . .

DENOTO AND CHRYSLER DEALERS

Come see cars built to be lived with. . .

dramatically beautiful . .. excitingly new!

1’s . 1950 Show Time for dramatic new
beauty in Plymouth, Dodge, De Soto and

Chrysler cars!

1t’s 1950 Show Time for Chrysler Corporation
cars that do more for you, mean more to you,
and give you more value—and more pleasure
than any we’ve ever built before.

For 1950 ., . -

functional styling a jaunty step forward. There’s

we’ve carried our clean, crisp

new lilt, and a quickened rhythm in the graceful
lines from smart new grilles to the new stream-
lined flow of rear fenders. Coming or going,
these are exciting looking cars . . . and we’ve

~ enhanced those Chrysler Corporation qualities

which are so important to you and your family.

You can get in and out of them with ease thru
their spacious doorways. You can sit naturally
in comfortable chair-height seats, there’s plenty
of room for your head and your hat . . . plenty
of room for your legs and shoulders. You can
relax, stretch out and enjoy driving with real
peace of mind.

HERE’'S sMOOTH performance built into all
Tfour cars that will give your pride a lift.
They’re quick and fleet and dependable, And
so easy to drive! In even a larger measure
they -have all those features which make our
cars notably responsive to the light touch
on the steering wheel or brake. Easy to

handle in traffic s z : and so simple to park?

There are fifty-three models, from the lowest -+
priced Plymouth . . . Dodge . . . De Soto , . .
Chrysler sixes and eights . .. to the most:.s
luxurious Chrysler Crown Imperials . . .-in dn
array of beautiful colors, upholstery selections
and appointments—each a unique worth, de-
signed with you in mind.

Y ALL MEANS come see them at your dealer’s,
Get behind the wheel. Take them out on.

the road. Get your own answers—niake your' .
own comparisons. See why now more than ever,
for comfort, safety, smooth performance and. :
style, a Plymouth, Dodge, De Soto or Chrysler
is a great buy for you.

You get the good things first from Chrysler Corporation ‘

Comesee these newest of 1950 cars. Now on display in your Plymouth,

Dodge, De Soto and Chrysler dealers’ showrooms, and Chrysler

DESOTO CHRYSLER
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If changes are made in the income tax structure there
are indications that these are likely to be harmful rather
‘than beneficial. Correction should be made in the dii'§—
.criminating double taxation on corporate earnings paid
‘out in dividends but the chances do not appear optimistic.

However, the chemical industry is based on solid foun-
dations, it is “adequately financed and conservatively
‘managed, it has had a tremendous growth in recent
years along widely varied lines and we feel that this
growth will successfully continue. We hope the growth
will resemble a steadily rising plateau with only shallow
valleys of poor business and only small hills of unusual
activity.

JOHN T. BEATTY
President, United Specialties Company

Our plant is largely in the automotive, truck and
‘tractor original equipment field and we feel that 1950
will show continuous activily in that industry, perhaps
only 5%-10% lower than ’49.

We hae some difficully during
1949 in obtaining sheet steel and are
experiencing some trouble presently
on that score, but we anticipate in a
few weeks that problem will no
longer exist and that we .{vill be
able to take more business than we
did fast year from the same auto-
mobile companies, which we hope
will party offset the reduction in the
general automotive line.

Iaflation money is easy money,
and it looks like there is going to be
a lot more of it during 1950. This
is the money that is being spent for
necessities and luxuries. R0

Beside business in 1950, the most
important thing going to take place
during that year will be the No-
vember elections, and all of the House and a third of
the Senate will run again for office. If businessmen do
not interest themselves in politics, the regulations that
will come from the second Truman Congress will be so
significant from a businessman’s standpoint that the
policies set will probably seriously affect business in
late '50 and ’51. :

It seems to me that we have just been lucky since 1948
beciuse there were ensugh members of what Truman
calls “his” Congress among the Republicans and the
State’s-righters to prevent the whele socialistic program
fro: hecoming law. Any businessman who has any
love for his country should get busy to protect it—save
it, is a better word.

John T. Beatty

GEORGE B. BEITZEL

Pwl'esiclellt, The Pennsylvania Salt Manufacturing Co.

In spite of the serious threat to business in coal and
steel strikes which marked the final quarter of 1949,
general business conditions were at a high level as the
year ended and there seems to be no reason now appar-
ent why they should not continue at
this level for at least the first nine
months of 1950 and quite possibly
for the entire year,

This is the picture as it appears
from the viewpoint of the chemical
industry, which has the advantage
of being close to the basic industrial
economy because it supplies virtually
all manufacturing and processing in-
dustry.

Leoking at business in general, it
novs appears that large backlogs of
demand are being satisfied—we are
nogi able to obtain almost any goods
we want. Expanded production by
manufacturers in recent years has
mace this possible. Consumer de-
mand, however, still is continuing

b

George B. Beitzel

strong, -There is a good indication that it will continue

to do so in that, despile the steel and coal strikes, sav-
ings deposits have increased steadily and m ey rates
have continued low and in some cases have 1#wvered.

Manufacturers, in bringing their production to the
poirt where it meets demand, have at the same time
brought incomes up to the point where this demand is
continuing strong. This has put us into a phase of true
prosoerity. )

This more normal situation, of course, now is resulting
in mofe healthy competition and a general increase in
selling activity. In our own company, for example, we
are strengthening our sales organization both by adding
new men and increasing their effectiveness by training
and other means. .

While over-all conditions appear good, we have
noticad in one or two of the many industries who are our
customers temporary periods of weakness. One example
was the general condition in the textile industry during
the summer of 1949. This condition has since improved,
however. .

We note another fact which may affect general con-
ditions this year. The period from 1946 to 1949 was
one of very extensive expansion and replacement of

plant equipment, and in many cases this necessary con-
struction work has been completed,

In our own case, for example, we completed last year
a program of improvements costing in the neighborhood
of $15 million. These have now begun to show a
healthy return on their investment and at present the
only construction under way is a $250,000 addition to our
plant at Calvert City, Ky.

This does not mean that this type of expansion will
cease to be an important factor. Rather, it- indicates
that the essential construction to catch up with demand
is nearing completion and we are now probably entering
a different phase—the expansion and deveiopment of
many of the products and processes which have had to
wait until the more immediate necessities were taken
care of.

Another factor which will.certainly have a marked
effect on general economic conditions is the action of
the Federal government in regard to taxes and further

deficit spending. However, as we.enter the new year

it appears that more and more pedple, both within the
government and out, are aware of the potential dangers
in these fields and there is good reason to hope that they
may be kept in hand. .

A. N. BERGFELD :
President, Jefferson Bank & Trust Company, Si. Louis

While it is true that bamking, and business in general
have enjoyed a number of years of godd earnings, and
so-called prosperity, yet this is a result of artificial
stimuli engendered by political considerations . rather
than sound business principles.

How long business can survive under: these false
premises is anybody’s guess.

C. H. BLACK

President, American Can Co.

'With the supply of materials adequate for the first
time since the war, the container manufacturing industry
turned out approximately as many containers during
the past year as 1948’s record equivalent of 28 billion
No. 2 cans.

We are entering 1950 with the de-
mand for containers undiminished
from 1 year ago, and it is likely the
rate of production will- continue
well into the coming year unless
adverse conditions, such as poor
growing weather or interfuptions in
the flow of supplies, interfere. -/

Impetus for the postwar rate,
which is some 70% higher than pre-
war, resulted from the continuing
trend of increasing public demand
for canned products and the resul-
tant increase in the number of prod-
ucts now being packaged in metal
containers. .

The use of metal containers for
packaging both food and non-food
products' is opening new markets for these industries.
The potentialities of these new markets has recently
been pointed up by the growth of the frozem coneen-
trated juice business. First marketed in 1946, the pack
of eanned orange juice concentrate this year will require
an estimated 27 million boxes of fruit, nearly three times
the amount used for the pack a year ago. P ;

Public popularity of the product has created a market
supplementary to the one already established for the still
popular “single strength,” canned orange juice. Indus-
try estimates have placed the volume of fruit required
Tor the 1949-50 pack of single strength juice at about 18
million boxes, the same amount as used in the.previous
season.

A significant development in connection with the
packaging of beer in metal cans is the trend toward
home consumption of the beverage and away from out-
of-home consumption. A recent national survey showed
that among urban beer drinkers, consumption at home
increased from 34% in 1940 10 43% today.

The return of adequate container manufacturing sup-
plies and the ending of restrictions on the use of tin and
on the quantities of containers permitted for certain
products gave further encouragement during the year to
the development of new markets for canned food and
non-food commodities.

Production of fiber containers and others of both fiber

C. H. Black

and metal, which Canco also manufactures, has remained -

high because of still growing public demand for this
type of package for milk, frozen foods; salt, drugs and
many other produets.

To meet the continuing demand for metal cans and
fiber containers, the container manufacturing industry
through the year further expanded production facilities
through the construction of new plants or increasing pro-
ductive capacities at existing plants. ~As part of Ameri-
can Can Co.’s postwar program new plants were com-
pleted at Indianapolis, Ind., and Hillside, N. J., and con-
struction was started on plants at Milwaukee and Balti-
more. Additional facilities also were installed at Canco
plants at Tampa, Fla.; Houston, Tex.; Portland, Ore.; and
in other areas.

The opening of new markets for canned products has
meant added revenue to the producers of the products

“only about 190 improved harbors.

going into cans. It also has meant more jobs in the
container industry. During the year at American Can
Co., we employed more men and women that ever be-
fore, totalling approximately 33,000, ;
The number of products, food and non-food, now
going into cans, runs into thousands, and the container
manufacturing industry has not yet determined the
potentials of the can. Food products packaged in metal
containers range from live lobsters and whale steaks. fo
frozen lemonade. Another potential field may be in-
dicated by the “canning” of such things as explosives, -
electrical instruments and drills. ’

LEONARD G. BLUMENSCHINE
President, The Best Foods, Inc.

The year 1950 should be one of unusual progress in
the packaged food industry. Recent years have brought
many packaging and processing innovations which have
enabled American consumers to buy better quality foods
more economieally and in more con-
venient forms. This trenc should be
accelerated still further in the 12
months ahead. 2

Our industry has advanced a long
way in a relatively short time from
the unsanitary cracker barrel and
open pickle eroek to our present
packaging methods. New methods
and new materials are becoming
available daily. Fortunately, quality
has kept pace.

Wondrous new products are com=
ing from the industry's research
laboratories by the hundreds, but
our chemists know that new items
are a secondary concern with them.
Thair {irst and basic job is the con-
stant improvement and maintenance
of high quality in every branded food already on the
market, Not only must the quality be high and the
nutritional values outstanding, but there must be uni-
formity. That means the same top standards not just
now and then, but in every single package.produced.
The industry’s bill for quality control is high, but neces~
sarily so.

The past year produced rather wide gyrations in the
cost of ths major ingredients for some of our leading
products, such as mayonnaise and margarine, We hope
these are leveling off and that America will dine better
than ever and less expensively in 1950,

L. G. Blumenschine

0. C. BOWDEN

President, Sterchi Bros. Stores, Inc.

With major strikes improbable . . .. withl government
pledged to further expansion of the public housing pro=-
gram . . . with eredit and money easy . . . with the
$2,800,000,000 veteran bonus, the major portion of which
will be spent, and with personal incomes pretty well
assured of reaching an all-lime high, them one can
hardly help but look to the New Year fairly confident
of a continuation of the improvement trend such as has
been experienced since August and which was only
slightly interrupted because of the coal and steel strikes.
Prices are now fairly stable and from all appearances
will remain so. Demand created during and since the
war for both furniture and appliances is far from satis-
fied and we feel will continue to assert itself in the year
to come. 1950—or at least the first six months—should
be a banner year in unit sale, if not in dollars. Trends
are up—employment is at a high level—people have
money and are going to spend it. 1950 will be another
good year. because the opportunity to make it so will
be at hand.

E.-S. BOWERS
President, Atlantic, Gulf & Pacific Co.

A glance at any general map of the United States
reveals .one of the greatest natural systems of rivers,
intracoastal waterways, and tidal estuatries in the world.
Their value is vastly increased by improvement and in-
terconnection as continuous water-
ways.

There are over 65,000 miles of po-
tential navigable waterways in the
country and we have improved only
28,000 miles of them. With a coast-
line of over 30,000 miles, including
that of the Great Lakes, we have

The building of new harbors, inter-
connecling channels, along with
modernization of old canalized water-
ways, all planned to bring about a
fuller utilization of regional water
transportation facilities, will result
in great local and national benefits.
Surely, a forward moving nation
cannot neglect the steady develop-
ment of these great natural and per-
manent assets. One sound reason for continued water-
way development is of course, that low cost water trans-

Continued on page 24
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Large new lubricants plant now in operation at
The Pure Oil Company’s Smiths Bluff Refinery
the completion of new units at refineries in Toledo

and Newark, Ohio, and the expansion of producing,
transportation, terminal, and marketing facilities,

Down near Beaumont, Texas, on 70 acres of what
used to be unusable marshland adjacent to Pure
Oil’s big Smiths Bluff Refinery, now stands one of
the world’s newest and most modern lubricants
plants. This new plant greatly increases Pure Oil’s
capacity to manufacture highest-quality oils and
greases for automotive and industrial use.

Completion of this important project, after five
yearsof planning and four years of actual construc-
tion, is another big step forward in Pure’s program
of modernization and expansion. It follows closely

These improvements required plowing back into
the business a substantial part of the company’s
earnings for the past three years. They have been
paid for without the necessity foroutside financing,

They have made it possible for The Pure 0il
Company to better its position in an industry in
which more than 34,000 companies are competing
to supply the petroleum needs of America.

The Pure Oil Company

Be sure

with Pure
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portation is a vital factor in solving one of the most
burdensome problems of the nation—high cost of distri-
bution.
large quantities of raw material seeks a location where
water transportation is available. The railroads are
benefited, too, through the distribution of finished prod-
ucts into areas where water transportation is not avail-
able. The use of deeper and deeper draft vessels is
another reason for waterway improvements. The larger
the cargo the lower is the transport cost per ton mile,
Few people realize that 85% of all the steel made in
America is made from iron ore transported from Upper
Lake Superior ports to the steel manufacturing areas
along the Lower Lakes at the almost unbelievably low
cost of approximately 8/10ths of a mill per ton mile.
Nowhere else in all the world is there such low cost
transportation.

Even many well informed persons do not associate low
cost transportation and civic development with river and
harbor improvements. They have no idea that such im-
provements tie in directly with national defense, Few
know that every Navy Yard in the nation is on a water-
way improved by the Federal Government. Waterway
improvements are vital not only to commerce but to the
defense of the nation as well. '

When we consider the intrinsic value of waterway
development, and realize that it must keep pace with
other national growth, we cannot be other than optim-
istic with respect to the outlook for The River and
Harbor Construction Industry. It is making a vital con-
tribution to the growth and strength of America.

LYMAN B. BRAINERD

President, The Hartford Steam Boiler Inspection
and Insurance Company

After a decade of unsatisfactory underwriting results,
the boiler and machinery insurance companies appear to
be heading toward better times.. The unofficial experi-
ence figures for 1949 show definite evidence of continua-
tion of the trend toward improve-
ment which first became discernible
in 1948. The 1949 figures show writ-
ten and earned premiums to be about
$35,000,000 and $34,000,000, respec-
tively—both being records for the
industry—while the ratio of incurred
Josses to earned premiums was ap-
_proximately 23%, a reduction from
‘the 28% of the previous year. Tak-
ing everything into account, the year
was the most satisfactory one the
underwriters have had since before
the war.

A forecast of what the boiler and
machinery companies may expect in
1950 must be based on a considera-
tion of the extent to which there
have been changes in the factors ac-
countable for the poor underwriting experience of the
past 10 years. All of these factors were related to the
production of war material and to the abnormal pent-up
demand for peacetime goods in the immediate postwar

Lyman B. Brainerd

years. During those hectic times industries were oper- -

ating at full throttle with heavy overloading of power
plant equipment. In many cases this equipment was be-
ing run without proper maintenance or overhaul, and by
operating personnel relatively inexperienced - in their
duties. To further add to the difficulties, new power
plant equipment and spare parts were in extremely
short supply, so that worn out equipment had to be con-
tinued in use in order to meet production demands, The
insurance companies were also hard pressed to maintain
adequate engineering staffs, as men of mechanical back-
ground were eagerly sought for service in the armed
forces. Moreover, the inflationary trend in our national
economy greatly increased operating expenses and, as is
frequently true in the insurance business, the level of
premium rates did not keep pace with rising costs and
adverse loss experience. Each of these factors played
its part in the generally unsatisfactory results.

During the past few years there have been changes
which have served to eliminate or minimize the effect
of many of these adverse influences. In many lines of
manufacturing, production has overtaken the pent-up
demand for consumer goods so that operating schedules
are now being geared to current consumption, thus
bringing to an end much of the overloading of power
plant equipment, At the same time, availability of new
power plant equipment and of repair parts has increased
to the point where much of the old equipment, which
bore the grunt of the war years, can now be discarded
or held in reserve. More stable employment conditions
have materially bettered the efficiency of power plant
operating personnel and, for the same reason, the in-
spection forces of the insurance companies are operating
with increased effectiveness. Improvements in inspec-
tion techniques have also made a major contribution to
the reduction in accident frequency. In the last quarter
of 1948 the long overdue increase in premium rates went
into effect country-wide, and this was reflected some-
what in both written and earned premiums for 1949.
However, as most boiler and machinery policies are
written for a three-year term, it will be almost two
years more before the full benefit of the rate increase
will show in earned premiums.

There seems to be every indication that the favorable
trends of the past couple of years will continue well into

Every new and every expanding industry using '

1950, With industrial production at anything like its
present high level, written and earned premiums should
show further gains. Loss ratios are not easy to predict,
but there is no reason to expect that 1950 will bring
any material increase.

However, as is the case for all forms of insurance, ex-
penses of operations are continuing to mount. A marked
continuance of the spiral of inflation could, of course,
result in. the need for a further increase in premium
rates in order to enable the boiler and machinery insur-
ance companies to produce a reasonable operating profit.
'ne year snould provide a fair test of the adequacy of
the current level of premium rates.

HENRY BRUERE

Chairman of the Board, The Bowery Savings Bank,
New York City

America’s 531 mutual savings banks started the new
year with resources of $21.5 billion and deposits of $19.2
billion owned by 19.3 million persons. During the past
year deposits increased $800 million of which dividend
credits accounted for $350 million. R
Thus, depositors saved $450 million
of new money—a 2% % increment.
With indications that in the new year
a high level of business will con-
tinue, it may be expected that 1950
will register a similar growth in
deposits. Even though the dollar
buys considerably less than it did,
and the government spends increas-
ing amount for public welfare and
assistance, since the war Americans
have demonstrated their continuing
will to save. Per capita savings in
the United States have increased
140% from 1939 to 1948. Adjusted
to 1939 dollars, the increase was
39%.%

The vast expansion in accumulated
liquid savings of individuals has sharpened competition
among the different types of savings institutions for
stewardship of savings funds. United States Savings
Bonds, mutual savings banks operating in 17 states, thrift
departments of commercial banks, life insurance com-
panies and savings and loan associations, all have com-
peted for the savers’ dollars. This competition for indi-
vidual savings will continue during 1950 and will be
augmented by aggressive sales efforts to sell participa-
tions in equities by the investment trusts.

Mutual savings banks still have 54% of their assets
invested in United States Government securities. Eleven
per cent of their funds are invested in other securities,
principally corporates. Only 299 are represented by
mortgage loans. However, during the past three years
these banks have reduced government bond holdings
largely to increase investments in mortgages. A large
part of these mortgages are insured by the FHA and
represent new housing loans. The Bowery Savings Bank,
for example, has added over $200 million of such loans
to its portfolio in the past two years, providing homes
for thousands of families.

What opportunities for investing savings bank funds
will be available in the new year?

The telephone industry has substantially completed
financing its expansion program. Railroads have sub-
stantially completed financing new equipment. Esti-
mates of new financing by electric and gas companies
point of declining volume. Savings banks’ corporate
investments are principally in these categories. As the
supply of these securities decreases the yield advantage
over government bonds likewise decreases because of
rising prices. Corporate securities therefore are not
likely to be too attractive for savings banks in the
immediate future.

Mortgages will continue to be the major outlet for
savings bank funds. Recent legislation in New York
and Massachusetts, where 74% of the Mutual Savings
Banks' assets are concentrated, now permits the banks
to make FHA mortgage loans throughout the country.
Metropolitan savings banks are making and will con-
tinue to make increasing use of this wider lending power.
New York State banks made over $20 million of loans
outside New York and its adjoining states during the
last quarter of 1949, the first period when such loans
were legally available. They have on hand $39 million
in commitments scheduled for 1950 and 1951 delivery.
In addition, some $52 million of nationwide mortgage
loans are in process with commitments expected to be
issued in the near future.

In 1948, FHA and VA mortgages accounted for 39%
of loans made, compared with 34% in 1947. Figures
for 1949 are not yet available. The trend towards in-
sured morlgages continued in 1949 and is likely to con-
tinue in 1950, especially if FHA insurance of large, multi-
family rental projects under Section 608 is extended
beyond the present expiration date of March 30, 1950.
If the authorization to insure such developments under
the very attractive low-equity financing of the present

law is not extended, the savings banks in the larger
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#*“Personal Savings in New York: a Record of Steady Growth,”
New York State Commerce Review, Vol. 3, No. 11 (November, 1949),
p. 9. .

centers will be hard-pressed for investments when their
backlog of commitments is exhausted. Recourse to some
extent would be made to financing multi-family hous-
ing under Section 207 of the Housing Act, but, as regu-
lations now stand, the larger equity investment required
{from the builder under this section would reduce volume.

If savings continue to increase, when the housing de-
mand is more nearly satisfied and mortgages remain in
limited supply, recourse will no doubt again be had to
the government bond market. The question will then
arise whether the Treasury will take heed of the need
for an outlet for funds which are saved by the people, -
to stabilize their incomes and hence the general economy,
and offer bonds at incentive yields. Except when na-
tional need arises and government deficit must be
financed, the best outlet for savings funds is in the
building of cities, public utilities and providing homes
for individuals. But so important is it to encourage
thft that a solution of the problem of the adequate
investment of savings funds is of as great concern to
a wise administration of the government as it is to the
thrift institutions themselves.

HON. STYLES BRIDGES
U. S. Senator from New Hampshire

_Tt_lq question, “What’s Ahead in 1950,” is of greater
significance at the mid-point in the twentieth century
than it has been in the recent past of these United
States. '

In my opinion, the next decade
will mark a turning point in the o hd
primary issue of this generation— ; o
Will our people continue to sell their
liberties to an ever-enlarging
bureaucracy which promises them
security instead of freedom? I am
convinced that this question will be
decided in the next ten years and
surely any legislation which affects
this issue during the first year of the
decade will be prophetic.

I expect that the Congress, con-
trolled by the Democratic Party, will
do little or nothing toward enacting
Truman’s Fair Deal program. The
reasons for this are threefold. First,
the Republican minority will vigor-
ously oppose the Administration’s
slave state proposals and, second, the statesmen in the
Congress who are elected as Democrats are more de-
voted to the principles of free government than they
are tp schemes to insure their re-election. This com-
bination of forces in the Congress will be sufficient, I
forecast, to stop the Fair Deal drive,

The third factor in the situation. in a final analysis,
may have the greatest effect. This is a purely political
factor. The Trumanites, because of the 1948 upset,
(which I am confident is explained by the fact that
25,000,000 eligible electors did not take the trouble to
vote) expect to use the same desperation formula for
re-election in 1950.

Obviously, the Fair Dealers can’t promise all things
to all men if they have delivered on their promises of
1948. And, quite as obviously, they did not have the
mandate from the people in 1948, as they would have
us believe, or they would have delivered on their
promises. Thus, since the Fair Dealers themselves do
not want action during this Session of the 81st Congress,
it is unlikely that much in the way of new legislation
will be approved.

The big job of this Session is to cut back government
spending and balance the budget. I hope at least a
5 billion dollar cut in expenditures will be made. These
cuts should come, I believe, in the bureaucratic aspects
of our government which will certainly have no place
in the national picture during years cf prosperity.. If we
can’t balance our budget during good times, how can we
expect to weather any years of adversity which may lie
ahead?

Truman has asked for increased taxes. T feel sure the
Congress will not respond to his request. There is a
drive in some quarters for repeal of war-time excess
taxes as a sop to the consumer in an election year. Pro-
ponents of this plan state that revenue to replace that
furnished by the excise taxes would be raised by in-
creasing taxes on corporate earnings. The idea of re-
placing a tax, which at least has the merit of being
honest and easily seen, for further hidden taxes is not
a desirable method of operation, in my view. If we are
successful in cutting the budget sufficiently we should
reduce taxes and not simply juggle the method by which
they are collected.

Personally, I shall continue to stand against creeping
socialism in our government and I shall oppose as vigor-
ously as I can the spread of Communism in the United
States and throughout the world. I shall stand for econ-
omy in the operation of the Federal establishment, a
demobilization of the army of bureaucrats which resists

efforts toward economy, and every move which wilk
enable my fellow Americans to further improve their
condition in this life through their own efforts.

~ Continued on page 26

ce  'd
Sen. Styles Bridges
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nnouncement

to you, who operate motors or machines

and would like to save money . . .,

THE ACCEPTED METHOD of making high
quality lubricating oil has been to blend a
heavy oil, too heavy to be a satisfactory lubri-
cant, with another oil too light to give satis-
factory performance. Although the best proc-
ess known, up to now, the resulting mixture is
a compromise—and as is usually the case

with compromises it naturally suffers from:

the adverse effect of both of its component
parts. B

CITIES SERVICE SCIENTISTS have discovered
a process which does away with the compro-
mise and thus produces a lubricating oil
superior to any on the market. This is done
by taking a “heart-cut” of the lubricating oil
fraction in a barrel of crude, retaining the
advantages of the older methods while
avoiding their disadvantages.

THE BRAND NEW SCIENTIFIC PROCESS by

w

which this “heart-cut” is achieved is the un-
usual feature of our new $42,000,000 lube
oil plant (at Lake Charles, Louisiana )—the
newest and largest and most efficient plant
of its kind in the world. This plant is now
“on stream” and its products have exceeded
the highest expectations of the scientists.

The new “heart-cut” oil is available at Cities
Service stations—another step forward in
providing the motorist and those who oper-
ate machinery of all kinds a lubricant better
in action and resulting in lower operating
costs. '

AGAIN, in this progressive oil industry, one
company through its incessant search for
new and better ways of doing things, has
discovered such a way and has been quiék
to provide the facilities to make this new
product available to the public.

cmss@ SERVICE

QUALITY PETROLEUM PRODUCTS

]
Lo
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Business and Finance Speaks After the Turn of the Year’

C. H. BUFORD

President, Chicago, Milwaukee, St. Paul and Pacific
Railroad Company

I look forward to a reduced wolume of rail freight
traffic in 1950. I believe the first six monﬂ}s of m_ext
year will be about as good as the correspondmg period
of 1949, and that the traffic volume will show some
tendency to recede during the last
six months., However, it is difficult
at this time to forecast what the
percentage of decrease will amount
to.

Agricultural- prospects in our ter-
ritory for 1950 are somewhat less
hopeful than a year ago. Soil mois-
ture conditions are spotted. In some
gizable areas in the northern Great
Plains, sub and surface soil moisture
is quite deficient. It is expectgd
that wheat and potato acreage w1}1
be restricted, and the government is
also expected to restrict’ 1950 corn
acreage. With- less wheat, corn and
potatoes to market and an estim_ated
10% general decline in farm prices, -
farmer income will doubtless be ]
below that of the last few years, although considerably
above the 10-year average.

C. H. Buford

It is my opinion that the manufacture of heavy com-’

modities, including farm implements, will be somewhat
reduced. ‘

With the completion, late in the fall of 1949, of our
freight car program, we do not expect to const.ruct or
acquire any new freight or passenger cars during the
year 1950, for the reason’that I believe that ouf acceler-
ated programs during the last few years have made our
ownership of freight and passenger cars suffxcient to
handle out traffic during the year.

The condition of our motive power has continued to
improve and I believe we are in good shape to handle
any and all tratfic offered in an efficient manner. Wa
do, however, expect {0 supplement our fleet of Diesel-
electric locomotives during the year. Our new loco-
motive program for the year 1950 will involve an expen-
diture of about $5,500,000. Our improvement budget for
existing equipment and for road property is estimated
to require an additional $9,000,000. ‘These expenditures
will contribut2 substantially to industry and employment
in our territory. - 0

HARRY A. BULLIS
Chairman of the Board, General Mills, Inc.
What does 1950 hold for the milling and cereal indus-

try? Prospects depend on two major factors, the supply of
rawmaterialsand themarket for flour and cereal products.

The Farm Situation
The bumper crops of 1949 relieved any shortages which
' ' may have existed previously. Sup-
plies of farm products are now am-
ple to meet requirements for do-
mestic consumption, export,
carryover.

Ample supplies of agricultural
products are often accompanied by
low prices and unstable markets.
However, the recent amendment to
the - Agricultural Adjustment. Act,
which supports prices of many farm
products at fairly high levels; gives
assurance that agricultural prices
will be fairly secure from violent
fluctuations. The policy of our gov-
ernment in carrying out the provi-
sions of the Marshall Plan is a stab-
ilizing factor particplarly if there
should be burdensome surpluses.
While farm income in 1949 was not so high as in 1948,
agriculture is still highly prosperous.

Therefore, it would appear that for the coming year
the flour milling and food industry can look forward to
a fortunate combination of circumstances as reflected
by ample supplies of raw materials, generally stable
commodity markets, and prosperity among our principal
suppliers, the farmers.

Consumption of food continues high. When people
have good incomes they want more meat, and more
dairy and poultry products. High dernand for these
products permits the farmer to feed his surplus grains
profitably, and so contributes to farm prosperity.

The Market for Flour and Cereals

Our heavy industries, including construction, pay high
wages, and therefore the workers in those industries
are the farmers’ best customers. The outlook for con-
struction, steel, automobiles, and other durables, is very
good as we enter the new year. These high-wage in-
dustries are the keys to prosperity, and as long as they
have full employment and full operating schedules there
will be a good market for food and other consumer
goods.

About one-sixth of our working population is engaged
in agricultire. This means that five-sixths earn ‘their
livelihood in industry, trade, services, and professions,

Harry A. Bullis

and’

1t is evident therefore that the prosperity of the agri-
cultural population is dependent to a large extent upon
the prosperity of the other five-sixths.

Qur Expanding Economy

Industrial prosperity is essential to our country’s wel-
fare. The American people need to realize that. they
have a tremendous interest in keeping industry growing
and in providing incentives for business to expand.

Industry must be prepared to employ an ever-increas-
ing labor force. To accomplish that, it is necessary for
industry to keep growing, building more plants, enlarg-
ing its facilities, and supplying new products and services.

We in business should do 'our utmost to teach the
people that high levels of productive employment—that
is, jobs for themselves and their children—are directly
dependent upon continued high rates of investment by

" business in' new plants and equipment. We should show"

people that it pays to encourage greater production be-
cause production is the source of income to give us food,
shelter, and recreation; to pay thé costs of government
and of aid to Europe; and to-give us some measure of
national and personal security. .

In the vear ahead the market potential for basic goods,
and particularly for foods, should be at least equal to
that of any prior' year. There will be new mouths to
feed, and the record number of youngsters added to our
population during the past decade will be a year older.

The demand for betteryfoods is growing with the con-
stantly rising level of income and education. Stability
of food prices will help to'make it possible to satisfy
that demand even more completely.

Assuming that public and business psychology will
continue to be optimistic, I do'not look for any broad-
scale economic reverses or widespread -unemployment
which would reduce food consumption. Rather, there
is every reason to believe that the volume and guality.
of foods consumed in the United States will reach a
new high in 1950. .

LOUIS BURFE[ND
President, Asbury Park and Ocean Grove Bank

Frankly, T don't know what's . ahead for )_uisiness' in
1950, but we are making last all lines in the event of a

. prematuré hurricane, which we sometimes get on the

shore, and are.sometimes known to be inland.
Seriously, we look for another .good year, provided
we have a hot and sunny summier, which benefits our
hotels and concessioners, whose business is reflected in
the ‘mercantile trade. = Of course, you must realize that
Asbury Park is a summer resort and our business is
distinctly seasonal. .

Y "y _
-HON. HARRY F. BYRD

U. S. Senator from Virginia

Creeping socialism in the United States is steadily in-
filtrating the privacy of individuals, the policies of busi-
ness, agriculture and labor, and the prerogatives of local,
state and Federal governments. . .

This creeping. socialism will soon
become galloping socialism if the L
program of President Truman . is- -§
adopted. Whether you. call it wel-
{are state, collectivism or something
else is academic. The fact is that .
state socialism is converging upon
this nation from at.least four di=
rections and unless checked, will
destroy the system of government
that has-made America the greatest
nation in all the world. .

In one direction there is an in-
creasing stream of government com-
petition such as that which results’
from the development of huge valley
projects and tremendous so-called
business loans such as those to Lus-
tron and Kaiser.

In another direction there is the continuing threat
of government controls such as those requested at the
beginning of the 81st Congress on -prices, wages, em-
ployment practices, commodity allocation, consumer
credit and bank requirements., Much of this legislation
advocated by the President is still pending

In the third direction there are proposals to add more
taxes to the tax burden which already, in some in-
stances, is close to confiscatory, Last year the proposal
was for $4 billion in new general revenue taxes and $2
billion in new payrall security taxes. This year the pro-
posal is for $115 billion in new payroll security taxes,
and new- general revenue taxes of an unannounced
amount.

In the fourth direction there is a crushing onslaught
of deficit spending and debt which result from Federal
expenditures through 100 different programs already
spreading out from among the 60 principal Federal de-
partments. and agencies (with 1,000 units). It is through
these give-away programs that Federal plans, adminis-
tration, control and regimentation are extended over
individuals, agriculture and business with a deluge of
borrowed billions in financial aids, grants, subsidies,
and payrolls, pensions, payments and virtually every
other form of government advance and contribution.

Harry F. Byrd

These elements of socialism have been overtaking us -

gradually for years, usually accepted in the name of

some emergency, but as the emergencies disappeared,
these insidious programs, which eat away at the free
enterprise foundation of our democracy, have remained.

How far we have already gone toward government
control of our lives and business can be measured by the

- {fact that 17.million individuals are now receiving direct,

regular payments from the Federal Government, the
Federal payments to business are equal to more than
half of corporate profits after taxes are paid. \
The President’s recommendations. to the new session
of Congress this week, and last, were simply for more
of the same, plus a demand for three more measures
which, if adopted, will irrevocably commit us to state
socialism, from where there is no retreat. i
The first of these clincher programs was for more
socialized housing. Part of the vast public housing pro-
eram has already passed, and, exclusive of the new pro-
posals, the part, already passed, within 10 years, is esti-
moated to eost $20 billion. {
The second clincher program is socialized medicine
which, .within 10 years, will cost $20 billion annually.
The third, and crowning program is the so-called
Brannan Plan.” The most accurate thing Mr. Brannan
has said about this plan is that he cannot estimate the
cost. It is opposed by both of the great farm organiza-
tions—the American Farm Bureau and the National
Grange. Despite this, politicians are exerting their most
powerful effort to force this socialistic plan upon both
the farmers and consumers as a sop to labor leaders.
The American Farm Bureau estimates that its applica-
tion to milk alone would cost $2 billion annually.
There is no retreat after socialism becomes entrenched,
primarily because the state usurps not only the machin-
ery of agricultural, mineral and industrial production,
but also the sources of wealth and capital which would
i)e required by private enterprise to recapture its vital-
ty. o
. Those who think they are benefiting from Federal
payments end expanding Federalized programs should
take a look at England. In all that great country there

- are today enly 70 Britons with net incomes of $16,000,

after taxes. The so-called well-to-do in England have

. already been liquidated.. But the worst of the British

situation is thaf the liquidation of the middle income
group has extended to an alarming degree, Evidence of
this is that there are only 320,000 Britons having incomes
from $2,800 ‘to $5,600, after taxes. If we like what
we see in the socialistic government of England, then
we are justified in stuffing ourselves with gratuities
from_a paternal central government until we bankrupt.
the greatest nation in all history.

But, I for one do not believe that America wants to
go the way of ‘England. I am opposed to these socialistic
programs. - I believe that so Jong as we can keep this
country financially sound, the door will not be closed to
the recovery of the freedom of private enterprise in
democracy. Let us never forget that the last hope of
freedom-loving people in the world hangs upon main-
taining the integrity of our American money. The key
to this fiscal solvency is balanced budgets in time of
peace. Today we are enjoying the greatest prosperity
in history, and we are at peace. Yet the President pro-
posed in his recent message that we indefinitely em-
brace deficit spending. If we cannot balance the budget
now, in this era of prosperity, when can we?

It is my considered judgment that, unless the Congress
balances the budget for the year beginning July 1, 1950,
it will not be balanced until we go over the precipice of
financial disacter. The reason for my conclusion is that
a recession of 10% in the present national income —
which means the aggregate of the income ‘of all the
citizenz of this country—would result in a loss in tax
revenue of $5 billion, as the loss in tax revenue occurs
on a basis of $1 in tax revenue for every $4 reduction
in national income.

In anticipation -of another .recession, even though
minor, the blueprints are already prepared for the
government to embark upon still more great spending
programs in the effort to prime the pump to maintain
the present, or even higher, level of prosperity. With
even a little recession in general prosperity, reduced
Federal tax revenue and increased pump priming spend-
ing together will add tremendously to the deficit.

Let us remember, too, that continued deficit spending
and socialism are inseparable twins, The government
cannct extend its program of socialism without spending
huge sums such as for socialized medicine, socialized
housing. socialized farming, etc. And resistance on the
part of the taxpayers will be so vocal that it is doubtful
that this much new taxation can be obtained. .

So we must fight those twins of evil—state socialism
and deficit spending—just as we would fight an in-
vasion of a hestile power,

Balancing the budget is first and foremost in the pres-
ervation of our security. Those who, wilfully or other-
wise, ‘would destroy the American enterprise system
would destroy the {freedom of people everywhere. We
alone are bearing the standard of freedom today. With-
out the light from our torch freedom and progress will
perish from the earth. Without American solvency,
there would be no deterrent to communism  abroad. It
is no exaggeration to say that there is literally nothing
on earth more important than the fiscal integrity of the
government of the United States and the financial sta-
bility of our free.enterprise system, .

Continued on page 28
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Blair, Rollins & Co.

“ Foriad by Gonsolidat’n

»

V. D. Dardi Warren H. Snow

Formation of the new invest-
‘ment banking ~firm of Blair,
-Rollirs & Co., Incorporated, was

announced (Jan, 16) by V. D.|

Dardi, Chairman of the board,
and Warren H. Snow, President.
The ccrporation is a result of the
consolidation of the business, ef-
fective immediately, of the two
nationally-known investment
firms ¢f Blair & Co., Ine., and
E. H. Rollins & Sons Incorporated.

Blair, Rollins & Co. Incorporated
will function in-all phases of the
investment banking business and
will underwrite, distribute - and
deal in United States Government,

State and municipal, railroad, |
pbublic utility and industrial se-|

curitics, investment trust shares
and Federal Housing Administra-
tion mortgages,

In addition to Mr. Dardi, who
prior to the consolidation was

Chairiran of Blair & .Co.,, Inc,| .

and Mr. Snow, heretofore Presi-
dent of E. H. Rollins & Sons In-
corporated, officers of Blair, Rol-
lins & Co.,, Incorporated, include
Charles F. Hazelwood . and
James J. Sullivan as Senior Vice-
Presidents. The board of directors
of the new firm consists of Messrs,
Dardi, Snow, Sullivan, Frank B.
Bateman and Burton A. Howe.

- Main offices of the corporation

are located at 44 Wall Street, New |.

York City. Branch offices will be
maintained in"20 leading cities:
Albany, Atlanta, Boston. Buffalo;
Chicago, Detroit, Grand Rapids,

Los Angeles, Manchester (N. H.),|'

Philadelphia, Pittsburgh, Roches-
ter, Scranton, St, Louis, San Fran-
cisco, Springfield (Mass.), Wash-
ington (D.. C.), Wilkes-Barre,
Williar~sport (Pa.) and Wilming-

- ton, Del. -

The new firm, it was stated,
will give particular. attention .to
financing business expansion
through issuance- of equity se-
curities. A primary objective of
Blair. Rollins & Co.:Incorporated
will be to Mmake ‘available to the
investor “a tyne of sérvice to fit
his particular requirements,
wrether a small, medium or large
investor. whether an individual or
an institution, whether he wants
to buy securities in enterprises of
the rapidly growing industrial Far

West or in the old-line companies |-

of the Middle East and the East,”
it was stated.

- With the business of Blair &
Co., I"c., reaching back to 1890
and cf the former Rollins firms
to 1876, the consolidated firm “has
anaccurulated experience which
qualifies it for the job it has cut
out’ for itself,” according to- the
staterment,

Burion A. Howe will be a direc-
tor of the new corporation with
offices at the firm's New York
address, 44 Wall Street. Both he
and Mr. Snow will be substantial
stockholders . of the ownership
company, Blair Holdings Corpo-

ration.

With Zuckerman, Smith

Zuckerman, Smith & Co,

members of the New York Stock |

Exchange, announce that Harry
Levine is.row associated with the
firm in. its. midtown office, 1441
Broadway, New York City.
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insurance dollars at WORK

7 THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES

\

In July of 1948 The Equitable Society Began construction on its Fordham

. Hill housing project, medium-priced apartment development of ultra-

modern design.

For some 1,118 families, apartments will be open for occupancy in March
——apartments that are beautiful, luxurious, practical ... yet in a price
range agreeable to most budgets.

The nine buildings that comprise the Fordham Hill development cost
$16,000,000. This is insurance money, invested for Equitable policyholders.
Itis one more example of the- double value of the life insurance dollar . . .
The funds that guard your security - have - created a new community of
homes in the heart of New York.

Like the other funds cooperatively pooled in The Equitable Society, the
money that built Fordham Hill helps all of us. It's something to remember

when you think of your life insurance . . . that while you enjoy security,
millions enjoy better living — thanks to your insurance dollars.

THOMAS 1. PARKINSON - PRESIDENT
393 SEVENTH AVENUE o N'EWL YORK 1, NEW YORK
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Business and Finance Speaks After the Turn of the Year

ALEXANDER CALDER
President, Union Bag & Paper Corp.

The year 1949 was a good year for American bu_siness
in general and for the kraft paper industry in particular.
Personal income in 1949 amounted to about $212 billion,
equal to the great year, 1948. The FRB Index of Indus-
trial Production closed the year at
approximately 175. In tune with all
this general business activity, the
kraft paper and paperboard mills
produced in the -neighborhood of
4.2 million tons of product—a decline
of less than 4% from the 1948 record.

As we look forward into 1950,
there is no good reason to expect
any serious let-down in the indus-
trial tempo. It may be that things
will transpire which will bode no
good to the long-run health of our
economy, but they are not likely to
do any immediate harm. I am
thinking especially of unbusinesslike
handling of our national fiscal and
financial problems. In the short run,
it is likely that careless spending and
world-wide generosity with American resources will be
stimulative to business.

The kraft paper industry will probably produge'in
1950 tonnage at least equal to that of 1949, 4.2 m.llh_on
tons, representing a sizable share -of total per capita
paper -consumption of more than 350 pounds annually.
This compares with a per capita consumption of only
eight pounds in the rest of the world.

Union Bag and Paper Corporation with about 350,000
tons of production in 1949, expects to do at least as
well in 1950. Prices have declined during 1949 to reflect
the return of competition. In 1950 there is no reason
to anticipate any substantial further price decline. As
a matter of fact, the low profit per dollar of sales on
certain paper products suggests the likelihood of some
firming of the price structure in those products.

The largest cloud on the horizon at the beginning of
1950 is the one which is made in Russia. We cannot
be free of war uncertainties as long as an aggressive
dictatorship pours out its floods of mendacious propa-
ganda and its incessant calls to hatred among men.

It seems to me that we must learn to live in this un-
pleasant atmosphere. As we in America continue to
manufacture and distribute goods with. such efficiency
as to spark economic recovery throughout the world,
we cannot fail to aid the cause of freedom in the year
ahead.

Alexander Calder

ALLARD A. CALKINS

President, The Angloe California Nafional Bank
of San Francisco

The flow of+money in the veins of business is a useful
measure of the health of business. The banker is in a
particularly favored position to take the pulse of busi-
ness and to know the past and present state of its health,
He is usually quickly aware of a )
slackening or quickening of the pulse
of business, but he is not peculiarly
endowed with the gift of prophecy;
it is with due humility that I com-
ment on the prospects for 1850.

The year 1948 recorded the post-
war peak in wholesale commodity
prices. The last months of 1948 and
the first half of 1949 witnessed the
accomplishment of an adjustment in
business, especially in inventories.
Business improved consistently dur-
ing the last cix months of ~1949.
Although major strikes obscured the
improvement in indices of business
activity, the evidence was present in
rising trends of bank deposits, bank
debits and commercial loans. We
look forward with confidence to a continuation of these
trends well into 1950.

The most urgent of needs accumulated during the war
have been {filled, but many wants backed by the ability
to buy remain unsatisfied. Some potential buyers have
increased their savings awaiting greater value—lower
prices—in some cases, cr better quality. The industrial
‘plant of the nation has been expanded and improved,

! productivity has been increased and greater efficiency is

: possible in operations. These factors will make it pos-
sible for industry to offer greater value to consumers and
yet earn profits that will sustain production, employment
and trade.

All evidence points clearly to good levels of activity
in the construction industries, especially in residential
construction and public improvements. Adequate hous-

| fng will require years of activity in residential building,
- Schools, water and sewage systems, roads, gas and elec-
tric services and commercial centers will be required to
supplement the housing construction. Banks will par-
{ ficipate in financing these activities through real estate

Allard A. Calkins

Joans to home owners, commercial loans to contractors’
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and purchases of bonds issued to finance the public
improvements,

The third basic division of our economy is agriculture.
To a large extent the prosperity of agriculture depends
upon the prosperity of manufacturing and construction
industries. High levels of employment in industry and
trade in prospect for 1950 will provide broad markets
and good demand for the products of agriculture.

There is, however, the further requircment that agri-
cultural prices he properly related to quantity of produc-
tion so that a profit will be realized by the producers.
The continuation of wartime price support policies has
prevented a necessary readjustment of farm production
to peacetime levels; and the incentive to improve effi-
ciency has not been present to the same extent as in
manufacturing industry and trade. - The period of post-
war adjustment in agriculture will continue into 1950.
Farm income will probably be lower, but farming will
be profitable.

With business active and a good balance . between
manufacturing, construction and- agriculture, with con-
sumer income at high levels and with savings to back
up unsatisfied wants, conditions are favorable for a
continuation of good earnings for banks. I believe that
the outlook for banking in 1950 is for a continuation of
growth and satisfactory earnings. %

, HARRY C. CARR
President, The First National Bank: of Philadelphia

Banking is essentially a service industry. Serving as
it does the entire community at large, namely, business,
individual enterprises, and various.governmental activi-
ties, it is probably less susceptible to the ups and downs
of the economic cycle than other in-
dustries in so far as its earnings are
concerned,

But, it is dependent in its opera-
tions and in its earnings on the cli-
mate surrounding it and in which it
must live and with which it must
cope. Any predictions as to the fu-
ture, near or otherwise, of the bank-
ing industry, consequently, must first
endeavor to appraise the climatic
conditions that may surround it in
that future.

It would appear, accordingly, that
consideration should ‘be given to
those climatic conditions created,
first, by the conditions of industry,
second, by the income and general
welfare of the individual members
of our total population, and third, by the condition of
and the action of governmental bodies, particularly the
Federal Government. All three have their important in-
fluences on banking, upon the total resources of the
banking industry, and on the total operating earnings
of that industry. Each has its influence, but it is, of
course, the combination of all that provides the cor-
rect answer. : .

It should be a proper premise to say that which is
probably well recognized, namely, that the banking in-
dustry is in a stronger and better position to serve the
people generally than it has ever been in its history, so
that its own -inherent- situation would appear to offer
little to be criticized, at any rate, in so far as soundness
is concerned. § . .

Taking business as the first element, it is the writer’s
belief that demand for goods, both durable and non-
durable, and from both individual consumers and cor-
porate consumers alike, continues to remain unsatisfied.
With the large amount of liquid funds available for use-
ful expenditure, and with a great amount of unutilized
credit further available, there would appear to be no
reason why that unsatisfied demand should not be ful-

Harry C. Carr

* filled. If the above assumptions. are correct, then busi-
" ness generally should continue to be good, and probably

should continue during 1950 at the general rate of opera-

“tion during 1948 and 1949. If this is correct, then the

climatic condition set by business for banking will re-
main good. ° ‘ " i

The relationship of the individual in the community
at large to banking, in so far as the effect on the general
welfare and earning power of the banking industry is
concerned, has been in recent years entering into a new
phase. Of course, the banks have always acted as deposi-
tories for the funds of individuals. But for many years
the banking industry as a whole had not considered that
it should play a part in supplying the current relatively
small needs per individual of the individual wage earner.
It had left that function to be exercised and developed

. by companies organized for that specific purpose, known

under the general name of finance companies or small
loan companies, In very recent years, however, the bank-
ing industry has more and more addressed itself to satis-
fying the needs of such individual small borrowers by
loans direct to them, and probably today two out of every
three banks in the United States are performing that
function, and in an increasingly adequate and important
manner. This has served to bring about a. relationship
between the mass of individuals and. the banking fra-
ternity which simply did not exist before except in iso-
lated cases, and the question then is how will that new

relationship persist during 1950, and what will be its ef-
fect during that year on the banking industry.as a whole..
At the present time' there would appear. to. be total .|

Yoans to such individual borrowers by finance companies,

small loan companies, banks and others giving credit,
totaling approximately $18,060,000,000. This compares
with' a peak figure in 1929, before the depression, of
about $7,600,000,000, and, accordingly, might appear to
be high in relation to that figure were consideration not
given to the fact that the total national income today
is running at the rate of about two and one-half times
what it was in 1929. The writer believes that looking at
the 1929 situation as above described in retrospect, there
is little indication that the total amount of credit at that
time was an excessive strain on the economy, and con-
sequently, believes that the total amount of credit now
outstanding is not excessive. If that is a correct conclu-
sion, then it would appear that the climatic condition as
regards the banking industry’s relationships to its indi-
vidual personal customers would remain good and con-
tinue so throughout 1950.

What about the climatic conditions imposed by gov-
ernment? The writer has used the word imposed de~
signedly because in its relationships with the Federal
Government the industry is practically subject to the
dictates of the United States Treasury Department, That
department has dictated so far that it will pay to the
banking industry for the quite large services which that
industry renders to the government, a rate of return or a
compensation lower than objective appraisers consider
is proper and fair. Hopes have been held from time to
time that the Treasury Department and the Federal Ad-

" ministration may come to realize that this sort of impo-

sition is not altogether healthy for the economy as a
whole, but so far those have been merely hopes, and it
requires a pretty starry-eyed optimist to believe that
those hopes will materialize, at any rate, in 1950. (No
reference is made to Federal Corporate Income Taxes be-
cause these are applicable to all corporations, but the
percentage of the banking industry’s earnings taken for
this purpose constitutes a heavy charge.) Under those
conditions, the climate afforded by government for the
industry to exist under does not hold much promise of
improvement from the rather dreary outlook of the last
few years.

Adding together the three things enumerated above,
which have no common denominator, is a mathematical
impossibility. Arriving at the combined result is purely
a matter of guesswork or judgment, whichever one
wishes to call it. It is the writer’s feeling that for the
banking industry as a whole, the weight of evidence is
probably about equally balanced, and that 1950 may
show operating results for the industry approximately
the same as for 1949. For the shareholders of banks,-this
is manifestly nothing to get excited about, but, if this
conclusion is correct, it is merely a further indication of
the long range stability of bank earnings. .

W. S. CARPENTER, JR.

Chairman, E. I. du Pont de Nemours & Company

In considering what we may expect in business for the
year 1950, it may be profitable to look back over recent-
years for a moment. In doing so we find that during the
last four years we have experienced a very high rate of
industrial activity and commerce in
the exchange of goods and.services.
Also, we can hardly fail to recognize
that over that period there have been
a number of factors of an unusual
character which have served to stim-
ulate this industrial activity.

As the result of the employment of
our industrial plant over the course
of the war period in the manufacture
of products for the armed services,
large segments of industry were con-
fronted at the end of the war with
the necessity of making heavy ex-
penditures for repairs and renewal
of plant, as well as for the enlarge-
ment of capacities which might nor-
mally have been made over the pre-
vious period.

Because of the scarcity of many peacetime products
during the war both of a semicapital and consumer goods
type, we found ourselves at the end of the war with a
vast accumulated deficiency of such goods. Industry was,
therefore, faced with the burden of overcoming these
shortages by producing goods during recent years at &
rate substantially larger than normal consumption.

Also, it has been possible and desirable to export the
products of American farms and industry in quantities
greatly in excess of the amount of imports.

In addition to this, the national policy seems to have
indicated the carrying on of a huge arms program.

These and other influences contributed a great and
unusual demand upon production and provided a corre-
sponding consumption.

It is probable that these excessive demands have been
in large part satisfied over this period of four years. If
s0, we face a period of transition in our economy, from:
one of extraordinary demand and consumption, to that
of a more normal course. In fact, it is possible that we
have already passed through a part of that transition. In
considering what may happen in the future the question
naturally arises—what will replace these extraordinary
elements in our economy.

VIt these assumptions are reasonable, then American
industry in-the future must depend to an increasing.ex--

. _ Continued on page 30

W. S. Carpenter, Jr.
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Retail Outlook for 1950

Actually the figure for 1949 of ap-
proximately $210 billion will be
only fractionaily below the 1948
figure of $212 billion; and per-
sonal consumption expenditures,
though running below the 194§
ratio to income, have remained
remairkably stable throughout
1949 at an annual rate of approxi-
mately $178 billion.

How Retailers Acted .

" Then, also, in seeking to explain
why we did not have a downward
spiral in 1949 we should assign
substantial credit to the behavior
of businessmen, and particularly
I think this is true of retailers.
Businessmen are entitled to praise
for their behavior in 1949 on at
least three counts: First, they
managed inventories effectively;
there was relatively little mer-
chandise speculation, judged by
previous experience; inventory
adjustments were made early, and
losses were taken promptly. In the
second place, price policies, es-
pecially in the retail field, were
kept flexible; markdowns and the
offering of special values helped
to maintain volume. In the de-
partment store field it is probable
that the physical volume of mer-
chandise moved in 1949 was prac-
tically as high as it was in 1948.
‘Without prompt price adjustments
this could not have been accomn-
plished. Then in the third place,
businessmen had the courage, in
ithe face of an adverse political
outlook, to go ahead with their
programs for capital expenditure.
On all these scores business de-
serves praise, though it probably
won’t get it,

- In assessing reasons why we did
not have a serious business de-
pression in 1949 we must not for-
get the cold war. We do not live
under - the illusion of continuing
peace. which characterized the
1920°s, but rather we visualize
ourselves as existing in an interim
of armed and uneasy truce. The
ditference is important; it has a

- marked effect on our scale of eco-

noumic activity. In fact, for the
purpose of bringing about the
long-hoped-for collapse of Ameri-
can capitalism, Stalin might have
been smarter if he had called off
the dogs in the postwar period
and allowed us once more to wall
ourselves in with the comfortable
illusions of isolationism.

In coming closer to an ap-
praisal of the present business
situation it may be inquired spe-
cifically what caused the upturn
in the middle of 1949. At the time
there was some surmise that ad-
vance ordering in anticipation of
the steel strike marked the turn-
ing point. This may have been
partly true, but more basic were
the facts that inventory adjust-
ment had been substantially com-
pleted and that the fundamental
strength of backlog demand reas-

serted itself. In appraising this
exceedingly important factor of
underlying strength of demand
for consumer durable. goods and
for business capital goods it must
not be forgoiten that there are
powerful growth factors at work.
Population hag increased, produc-
tivity has increased, new inven-
tions and discoveries have multi-
plied, our horizons have broad-
ened, and the accomplishments of
the wartime period have served
to shake us out of the lethargy of
mature economy concept. So fol-
lowing the completion of inven-
tory adjustment this basic backlog
demand reasserted itself. At the
sume time, the stability of con-
sumer income, as well as the sta-
biiity of the ratic of expenditure
to that income, helped to restore

gitized for FRASER

balance and minimize the rocking
of the boat.

Postwar Boom Is Over

In the light of the developments
during 1949, and particularly dur-
ing the second half of 1949, where
do we stand today? One thing
that we can probably say with
certainty is that the big postwar
boom is over and competition has
returned. With somewhat less
certainty, but still with consid-
erable confidence, we can prob-
ably say that we have accom-
plished a major postwar inven-
tory readjustment without getting
involved in a downward spiral of |
deflation. Production, as meas-
urad by the Federal Reserve In-
dex. dropped off 17% from the
high point of a year ago in No-
vember to the low point in July,
and has now moved up approxi-
mately 7%. Wholesale prices
dropped approximately 10% and
stil! remain at their low. These
movements may be termed a rather

mild readjustment though still a |’

definite one. But there remain
some important unanswered ques-
tions.

normal period, perhaps in some
respects resembling the 1920’s but
with an expanded and greatly
strengthened economy? Or did
the readjustment end too soon and
are they still unhealthy elements
in the economy that will require
correction before we can say with
assurance that we are embarked
on a new normal? Do we, as some
cbservers think, face, from here
on, a stationary or gradually de-
clining economy with mounting
unemployment because of the high
wage scales that are tending to
price labor out of the market and
the continuing social antipathy to
business profits that tends to pre-
vent adequate accumulation of
capital for replacement and ex-
pansion?

But these laiter questions are
long-range ones. Let’s tie our-
selves down more specifically to
the outlook for 1950, first for busi-
ness in general and second for
the department - store business.
There are the usual list of critical
factors to be evaluated:

(1) Consumer income—Not only
{or retail business but for business
in general the trend of consumer
income is' highly important. Al-
though the total figure for 1949
was very little below 1948, the
current trend is downward, the
latest available figure being that
for October, which was at the
annual rate of $208 billion. This
slightly downward trend may be
offset to some extent by the ef-
fects of the minimum wage and
also by the monetary value of va-
rious fringe benefits obtained in
recent wage settlements, Like-
wise there is, of course, the tem-
porary boost of about $2.8 billion
arising from the veterans’ insur-
ance payments. On the other hand,
farmers will probably take some
cut in income in 1950. But on
the whole it appears that no great
decline in total consumer income
is to be anticipated, at least for
the first half of 1950.

(2) The spending ratio — Of
their disposable income (after
taxes) of approximately $191 bil-
lion at an annual rate, consumers
are now spending roughly $178
billion. This ratio appears fairly
stable. It could be augmented by
a more liberal use of consumer
credit; and this development ap-
pears probable, in fact to such an
extent that the growth of con-
sumer credit may well be a seri-
ous problem by the end of 1950.
On the other hand, looking at the
next six months we must not for-
get that the incidence of two

quarterly income ' tax payments

Have we really made al’
transition into a new postwar |}

during*'the first quarter of the
year tends to restrain: spending,’

DT I

and also that some minor deter-
rent to spending might arise dur-
ing this period from delay, accom-
panied by long-drawn-out discus-
sion, in the repeal of wartime ex-
cise taxes.

(3) Basic supply and demand
situations—Three major areas in
which business activity was sus-
tained at a high rate during 1949
were building construction, auto-
mobiles and other consumer dur-
able goods production, and busi-
ness plant and equipment produc-
tion. Activity in all three of these
areas historically has tended to
run in cycles, fundamentally be-
cause such goods have a long life;
i.e, they are consumed gradually
over a period of time and not all
at once. In all three of these areas
activity bids fair to be, sustained
at a high rate during at least the
first half of 1950. In all three of

these situations, however, there
could well be some tapering off
in the latter part of the year. Con-
struction now under way will
carry through at a high rate for
the first six months; at some point,
however, the building boom is go-
ing to flatten out; such a develop-
ment is definitely forecast by the
decline in the number of mar-
riages.- Most estimates on the
automobile business envisage a
falling off of 8% to 10% from the
record-breaking production of
1949, Obviously competition is
going to be more in evidence, and
this.applies also to other consumer
durable goods. Business spending
on plant and equipment during
1949 dropped off in the fourth
quarter in contrast to its behavior
during the two preceding years.
Estimates envisage a decline of
about 14% in the first quarter of

1950; but plant and equipment
spending hinges on many change-
able factors, among them the abil-
ity of business to obtain funds for
expansion (and just now, it may
be remarked parenthetically, the
stock market seems to be offering
some encouragement along these
lines). :

In the area of consumer non-
durable goods it should be borne
in mind that textiles have staged
a substantial recovery from their
decline in the early part of 1949
and hence may be due for an-
other readjustment period some-
time in 1950. In the food sector,
prospects for somewhat lower
prices should relezz> some pur-
chasing power- for spending on
other consumer goods, )

During the postwar years.up to
1949, inventory accumulation was

Continued on page 31
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WORLD-WIDE BANKING 1}

A Report to the Bank’s
88,243 Owners

The Chase National Bank recently sent to shareholders its Annual Report for
1949, and at the same time released it to the press so that the public could
be informed of the Bank’s activities during the past year.

In brief, during 1949 the Chase—
Earned $19,464,000 net ($2.63 per share, compared with
$2.37 per share in 1948);

Paid $11,840,000 in cash dividends ($1.60 per share),
amounting to 60.8%, of net earnings and profits;

Paid $24,356,000 in salaries to 6,800 members of the clerical
and official staff in New York; . ‘

Increased its capital funds to $345,000,000;
Increased its deposits to $4,384,572,390;

Had loans of $1,350,507,126 (net) to corporations, firms and
individuals at the year-end;

Handled a daily average of 700,000 checks in New York.

These are highlights of an eventful year during which the Chase, as in the past
three years, established new records for volume of transactions and number of
customers served in New York, throughout the nation, and overseas.

President

. THE CHASE NATI

R O PR s S 5 S WL THY MRS TR v

ONAL BANK OF THE CITY OF NEW YORK

Member Federal Deposit Insurance Corporation

a4/,

Chairman Boarel of Directors
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Business and Finance Speaks After the Turn of the Year

tent upon purchases for current consumption. If we may
-assume that the confidence of the public is not im-
portantly disturbed by unusual events, it is not unrea-
sonable to expect that such a condition will flow nor-
mally. To be sure, there are a number of elements. par-
‘ticularly in the political field both foreign and domestic,
‘which may induce a gradually increasing anxiety upon
‘the part of our people. However, in anticipating so short
“a period ahead as one year, it is prabable that such a dis-
“turbance of confidence on the part of the people as a
‘whole should not be sufficiently sudden or important to
‘upset the present stability in our current, economic life.
‘Ta view of these circumstances, it is reasonable to sup-
‘poce that we should be able to carry through the year
1950 without too great a change from present conditions.

JAMES L. CARSON
President, The Bank of Toronto

In Canada the tide of prosperity has continued during
the year just ended. Industrial production is at a peace-
time high. Capital expenditures continue to be heavy.
Purchasing power remains strong and retdil sales' are

above those of a year ago. American
capital is flowing into Canada and
employment is - plentiful. ‘Thus" far
Canada has avoided a recession of
the type experienced in the United
States.

Exports are vital to Canada’s econ-

omy. Looking ahead, the sale of our.

export surpluses is not too assuring,

largely because Britain is likely to-

have fewer dollars to spend in
Canada. We must be realistic and
appreciate that if she is to remain
our second largest market we must
be prepared to increase considerably
our purchases from her.

Canada’s economic life is closely
linked with that of the United States
and, 'with British purchases dimin-
ishing, Canada will be even more heavily dependent
on United States and other markets. It-is interesting
to note that over the past 30 years the United States
has sold more goods to us than she has purchased from
us, to the extent of $7 billion. Canada is the United
States’ best customer. There should be a give-and-take
policy. This all makes for the advancement of inter-
national understanding and goodwill between nations—
a most desirable objective. Can we not hope for a
reduction in tariffs and a simplification of Customs pro-
cedure, so that more Canadian ‘products can get into
the American market and bring the trade between the
‘two countries into better balance.

The Canadian North has possibly the greatest reservoir
of undeveloped wealth in the world. To date less than
20% of the total area has been explored, mapped, sur-
veyed or appraised and less than half of this part has
been prospected. The spectacular development in -oil
production in Alberta is just one instance of what the
future has in store.

Another arm in our national strength is water power
resources. In the St. Lawrence and Hudson Bay water-
sheds and the numerous rivers of British Columbia we
have something like 100 million potential horespower,
‘which is enough to drive the machinery of a top-rank-
ing industrial nation and to supply its homes.

‘The range 0f minerals is so great as to include nearly

James L. Carson

every species of importance, and in no mean quantities..

The mineralized area is so vast that there would appear
to be amp}e reserve of gold, copper, lead zing, titanium,
asbestos, iron, coal, uranium, oil and natural gas, to
maintain current production and possibly to double it
in the next quarter century. ' °

As we are -now in 1950, the year which marks the
turn in the 20th century, we can appropriately view
the changes which are taking place, because by every
test this is one of the most remarkable eras in the
world’s history. Canada is not at the top of the world,
but its place is increasingly important,

In the production of nickel, platinum, asbestos, radium,
uranium and newsprint, Canada stands first in the world.
In hydro electric power, aluminum and gold, and in the

export of wheat, we are second. Canada stands third"

in copper, zine and silver, and fourth in lead. In volume
of extemal trade we stand second per capita, and third
in gross volume. ' In living standards we are second,
and our prosperity is reflected in the fact that our gifts,
Joans and contributions arising out-of the late war
totalled $6 billion.

While the 20th century may not be ours alone, it is

one in which we are forging ahead and should continue

to forge ahead. Our economic development has been
tremendous. ‘We are at the threshold of a new and
greater cconomic era. Ours is a great heritage—eco-
nomic, political and spiritual. We must take an increas-
ing share in shaping human destiny, and in so doing
let us also have due regard for sharing our privileges
and opportunities and at the same time safeguarding
‘our priceless liberties, 5
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LEWIS G. CASTLE

President, Northern Minnesota National Bank of Duluth

The mining of iron ore, together with timber and
shipping, constitute three major industries in-northern
Minnesota, and Duluth is the gateway to these enter-
prises. For the coming year ahead it appears that activity
wiil continue close to the volume maintained’in 1949. -

The wholesale and retail business,.although reduced
percentage-wise, is continuing on a sound basis, and
our harbor will also be the gateway for grains coming
from the Far West, as it has been in the past. .Con-
siderable building and new construction is:anticipated
for 1950, and on the whole we feel that a bread view of
conditions in this area permit a fairly confident pre-
view of business for the coming year.

JOHN S. COLEMAN .

President, Birmingham Trust National Bank

It is expected that the level of production and sales
in this district in- 1960 will be about the same as last
year with more eompetiticn in many lines of business.

Strikes ‘in the steel and coal industries were detri-
mental to business activity. and.some
adverse - effects are still. being felt.
However, department = store sales
during the recent holiday season ap-
‘proximated these of last year.

The steel and iron companies look
forward to doing about as much
business as-in-1949." Construction
will also no doubt remain on a high
level which means that the demand
for lumber, cement and other build-
ing materials should remain good.

The State of Alabama-is experi-
encing a fine industrial growth. Ala-
bama Power Co., the largest electric
utility in the state, has under con-
sideration plans for an expenditure
of approximately $20 million for ad-
ditional generators, new extensions,
rural electrification and increase of other facilitics, The
capacity of the steam plant at Chickasaw near Mobile is
being increased 40,000 kilowails and that of the Gorgas
plant near Birmingham is being increased by 130,000
kilowatts. This increase will give a capacity of 290,000
kilowatts at Gorgas, making it oné of the largest steam
generating centers in the South. The Southern Natural
Gas Co. has just announced plans for-a proposed $32.5
million expansion program to meet increased demand,
particularly in the Birmingham area. It is contemplated
that $18,360,000 will be spent in 1950 and $15,160,000 in
1951. ¢ :

In some sections of the state the outlook for the farmer
is not as good as in recent years. The cotton crop esti-
mate for 1949 is 865,000 bales compared to production
in 1948 of 1,197,000 bales.
extensive rainfall and to the boll weevil. . The severe
reduction ‘this year in cotton quotas will cause the dis-
placement of tenant farmers and others in a number
of sections. While a majority of the farmers appear
to have favored a quota restriction they did not antici-
pate that the reduction would be so drastic in so many
individual cases. The peanut growers while not as
numerous as cotton planters are experiencing similar
difficulties with quota allotments.

The production of blooded cattle is constantly increas-
ing and greater diversification of crops and scientific
planting are leading to a sounder economic condition in
agriculture,

John S. Coleman

\

DUNLAP C. CLARK
President, Central Bank, Oakland, Cal.

Government policies are likely to have a pronounced
effect upon business trends in 1950. Some of the possi-
bilities are disturbing, particularly the proposals for new
expenditures and incrcased taxation,

The return to deficit financing has
inflationary implications, : Stimulus
may ‘be. provided for too sharp and
temporary an upturn in business
which in the long run would be.in-
jurious to the economy. The 'in-
evitable downturn would be hastened
and. intensified were an increase
made in already burdensome tax
rates. ‘

The best hope for continuance of
prosperous conditions without either
boom or depression lies in a reduc-
tion in “governmental expenditures
and avoidance of increase in taxa-
tion. In fact, lower taxes are
urgently needed, particularly in the
field of excises to aid certain indus-
tries, and in individual surtax rates
and the treatment of dividends to afford more incentive
lo investment in equity securitics.

Because of the uncertainties regarding action by Con-
gress on expenditures and taxes and the possible effects
upon economic conditions, it is obvious that opinion upon

Dunlap C. Clark

This decrease was due to -

the trend of business during 1950 will be a matter of
eontinuous appraisal. “ I

Government policics in other fields as well will have a
bearing on business trends. 1f inflationary dangers again
become acute, there will be renewed agitation for new.
credit controls. Experience under the emergency .con-
trols, authorized by Congress in 1948 bore out the: tears
of banking groups that adverse effects would outweigh.
the advantages. Major reliance on voluntary credit re-
straints promises the most satisfactory results.

The business situation may be affected also by othe_':r
government policies such as those relating to labor, big*
business and international affairs. N

If wise counsels prevail in Congress-and in the exec-:
utive branch of the government, high levels of business
activity and employment should prevail throughout 1950,
The adjustments responsible for a downward trend in
business during the first half of 1949 were on the whole,
desirable, While conditions may become unsatisfactory
in particular localities and industries, there is hasis for
conservative optimism as to business prospects in general.

In the Metropolitan Oakland Area, a particularly bene-
ficial local factor will be the opening of several new
industrial plants early in 1950. These include the first
unit of the multimillion dollar General Foods’ p'ant; the
American Blower Corporation; the Longview Fibre Com-
pany; and the Andre Paper Box Company, to mention
only a few of the major ones.

In the first 10 months of 1949, 58 new plants and 77
expansions of  existing facilities in Alameda County

" .were anrounced. With a eombined investment of some

$12,000,000, these projects are expected to create 1,100
new jobs when completed.

Although industrial growth in 1949 fell below that in
the previcus year, encouraging signs of renewed interest
in' plant locations were evidenced in the closing months
of the year. All in all, the Oakland Area seemingly
enters 1950 with prospects more favorable than most
cections of the United States.

ROBERT H. COLLEY
President, The Atlantic Refining Company

In 1950 the oil industry will be faced with several
problems. Some of these are new, some continuing;
some are common to all industry, some peeuliar to oil.
I will discuss briefly a few of the more important ones
to indicate what their probable in-
fluence will be on our affairs. . -

First, what is the public’s demand
for petroleum likely to be? Probably
more than in 1949 by about 6%, that
is, by 359,000 barrels per day. Of
course, demand for petroleum de--
pends on general business. The pres-
ent outlook for general business
conditions in 1950 is favorable. It
looks as if the total volume of spend-
ing by individuals, businesses, and
Federal, state and local govern-
ments will be at a level higher than
the current rate, and consequently
business activity will increase, at
least through the first half of the
year.” For the year as a whole, total
industrial production is expected to
be 5 to 10% higher than in 1949.

The short-term problem is well in hand. There is
now no question that the oil industry will be able to
supply all the demand forecast for 1950. But there are
still -long-term oil supply problems. First, oil must be
found this year to replace the oil taken out of the
ground last year, This is a big job, calling for the
discovery and development of two billion barrels. More
than that, to meet an increase in demand of 350,000
barrels per day—128,000,000 for the year—will require
over a billion barrels of additional reserves, since only
about 10% of new reserves can be taken out the first
year.

Second, the oil industry realizes its responsibility to
the publie to be prepared for any national emerdgency.
This means that besides developing reserves suffieient-
to care for expected growth of demand, there must be
provided a margin of safety. This is an especially acute
problem because of the uncertainty of the extent of our
own pretroleum resources, which were used freely for
many years to supply oil te foreign countries, To provide
this margin, most of the industry considers it of utmost
importance to go to all parts of the world to seek oil,
besides thoroughly exploring the United States. This is
a problem of great concern to the American people, for
the following reason:

There is now little doubt that the potential oil re-
sources of the rest of the world are greater than those
of the United States. Unless America encourages its
oil industry to enter the foreign field, this abundant
supply might become firmly eontrolled by foreign oper-
ators, even by potential enemies. Then one day this
nation might find itself seriously worried about the
adequacy of its oil supply.

During 1950 competition will be intensified. Produc-
tive capacity will be higher in relation to current de-

Robert H. Colley

. mands than at any time since the war; internal compe-

tition will be keener. Moreover, the industry faces
sharper outside competition, particularly from natural

Continued on page 32
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- a major stimulus to business ac-
tivity. In 1949, inventory declines
had the reverse effeet. For 1950
the most reasonable assumption
is that neither inventory accumu-
-lation ner inventory depletion will
greatly affect business activity

. signifieantly; if anything, accum-

-ulation is a little more likely than

- depletion, f

The net expeort balance during
the past three years has helped

“to sustain business aetivity. In
1950 the prospect is for a aeeline
-in the net export balance. But
exports and imperts are not a

“matter of large moment in eour

-total picture. Probably in no other

_country except possibly Russie

“are the actual economie effects of

“foreign trade of less importance

“than they are in the United States.

“It follows that our national policy

“in these matters should be gov-

“erned b,

_than by calculations of immediate
direct effects on our economy.

< Expects Fairly High Level of
¥ Business in 1950

The net probable balance of

_forces in the several supply and
. demand situations just - enumer-
ated seems to argue for a fairly
high level of business activity dur-
ing the first part of 1950 (partly
this is true beecause of some tem-
porary supply deficiencies ¢aused
by the steel strike) and for seme
.lessening in this degree of aetivity
in the latter part of the year.

(4) Labor and Emplowment—
The present level of employment
-is steady at approximately 59.5
million, unemployment standing
at slightly wunder 3.5 . million.
:Even if the same rate of employ-
~ment eontinues, it is to be ex-
pected that the unemployment
_figureg will rise because of the
advent of some 600,000 new work-
‘ers on the scene yearly. It is a
« fair guess that unemployment wilt
!probably exceed 4 million some-
‘time before the end of 1950 and
«may reach 4.5 million. Important
:wage changes' during the year
< seem.’ to be improbable, though
‘there will presumably be a grad-
‘ual edging up of fringe benefits.
-Aside lrom the existing coal
‘strike, no very serious labor dis-
.putes seem. likely to hamper pro-
duction in 1950. .

(5) Government Spending and
Taxation—The sober fact is that
government spending will rise in
1950. (I was about to add the

words “as usual,” but let's not let |

ourselves get hardened to these
high government expenditures; on
the contrary, we ought to yell to
high heaven about them.) Presi-
dent Truman has called for a Fed-
eral budget of $42 billion, and
state and munieipal expenditures
once more will rise. The Federal
budget will not be balanced, since
spending will not be cut and no,
net increase in taxes is likely.
,Wartime excise taxes probably
will be removed, at least to some
extent; but the difference may be
made up in slightly higher -cor-
poration taxes and/or higher taxes
on upper-bracket personal - in-
comes, The net result of govern-
ment fiseal policy (if it can be
‘called a policy)’ in 1950 will be a
continuwatien of deficit spending.
In the short run that tends to aug-
ment business aétivity; in the
long rum the piper will have to be
paid. s - ‘ J

(6) Prizes—As always, prices are
“the key factor im the situation.
One of the impertant reasens why
.we did not have a serious business
depression in 1949 was that the
wholesdle price - level  dropped
only about 10%. We ordinarily
do not have serious business de-
‘Pressions accompanied by such a
small price decline. It should be
rioted, however, that whereag the
production rate has gained about

7% from its bottom in July, prices
are still at their low point.

On the monetary side there ean
be no doubt that continued gov-
ernment deficits are inflationary:
Alse it may be noted that, con-
trary to the sitvation a year ago,
bank loans are now rising, thus
augmenting the supply.of money.
To conclude from these facts that
prices will rise in 1950 would be
an unwarranted inference. Mon-
etary conditions of inflationary
potentialities do mneot in and of
themselves cause a rise in prices.
To trigger off a sharp advance in
prices it takes a burst of business
and/or government activity in
placing orders that begin to mop
up available supplies; this eould
happen in 1850, but there is no in-
dictatien. that it will. Net alk
monetary factors,- it should be

the objective of restor-|
ing world trade generally rather |

|‘ary influence in the- American do-
| mestie situation during: the' com-

noted, point in the same direc-
tion. - The widespiead currency
devaluation of 1949, which may
not yet have been completed, will
| eontinue to exert some.deflation-

ing year,
All Goeds in Ample Supply

So {ar as the eiicct of supply
and demand factors on price is
coneerned, it is quite clear that
there are no longer any signif-
icant merchandise shortages. Prae-
tically all goods are in ample
supply, and there- are in faet seri-
ous problems with respeet to our
mounting agricultural . surpluses.
Hence the basic supply and de-
mand factors may be regarded as
pointing toward a semewhat
lower price level in 1950, Were it
net for government price sup-

| ports, much lower agricultaral
I prices would be on,the! eards,
Prices are influenced not only
I by menetary factors and supply
(and demand factors but alse by
{businessmen’s expeetations. Today
business sentiment is notably bet-
ter than it was a year age. Dur-
ing the last three years we oper-
ated under the shadow of an
anticipated pestwar | inventory
liguidation depression of the 1921
type. Now we seem to have got
through an impertant inventory
adjustment without any very seri-
ous conseqguences, and hence busi-
ness has stopped looking under
the bed every night for the bogey
man, (Parenthetically it may be

some element of danger in this
situation; it is the unadvertised
depressions that are likely to be
the bad ones.) It is probably true
also that there is a someéwhat bet~
ter feeling between business and
government today than- there was
a year ago. Businessmen know
that Congress is a bulwark against
any very radical legislation in
this clection year.
they ean now differentiate a' lit-
tle more accurately between cam-
paign literature and serious eco--
nomic programs, If - business
slaeks off toward the middle of
the ' year and unemployment
grows, there will be talk of in-
creased deficit spending, particu-
larty in anticipation of the etec-
tion. In spite of the long-run
dangers- inherent in such deficit
spending, the prospect of it would
be bullish on business’ expecta-
tions. Let’s not forget also" that
we may be due for some warmup
of the cold war in 1950, either
through treuble im the East - or
through the attempted liguidation
of Tito. Such a warmup of the
cold war- could -easily: result in
larger military appropriations and
in some commodity stockpiting.
Such  developments would like-
wise contribute to bullish expec-
tations. Altogether, therefore, the
state. of mind of businessmen in
‘1950 seems more likely.to operate
on the plus side than on the

remarked that perhaps there.is}

Perhaps also |

total result of all [these factors
bearing on prices will be some-
what of a standoff, or at least a
retardation of downward price
tendencies. '
Summary

To summarize the general busi-
ness cutlook: essentially the boom
is over, and competition is here;
we have got by the postwar in-
ventory readjustment, but we do
not yet know what faces us in the
way of readjustment in the con-
struction, automobile, and business
plant and equipment  industries;
altogether, 1950 should be about

as good a year as 1949. If I may
be rash enough to translate these
generalities into something more
specifie so that you can hang me
from the yardarm "next year, I
should look for the following:
(1) Business Activity — The
Federal Reserve Index, now at ap-
proximately 175, is likely to range
between 170 and 180 for the year.
(2) Prices—The general whole-
sale price index, now at 151, will
probably slip off a little, into the
140’s. The consumer retail price
index, now at 168, is also likely
to drop a little, perhaps to the

CREATORS OF

lower 160’s, with most of the de-
cline in food prices.

(3) Employment—The number
of jobs may well remain between

59 million and 60 million, at least
for most of the year. Unemploy-~
ment, now a little under 3.5 mil-
lion, will probably rise to 4 or'4.5
million.

(4) Business Profits —In gen=
eral, business profits will be mod-
erately lower in 1930 than in 1348,
because of the tougher competi-

Continued on page 35

FERTILE FARMLANDS ...

Bananas are temperamental. The luscious Gros

Michel, for instance, eraves the rielr silts and bottem:

lands of Middle America . . . not the higher regions,

cultivated and inhabited for centuries.

To give the hanana the land it loves, vast acres of

plantations must be carved from dense jungle. Thick

underbrush must be eleared, stagnant water drained

from impenetrable swamps. Land—tillable, produc-

tive land — must aetually be ereated. As banana

plantatiens come inte being, se do inhabitable areas.

So it goes. Through seientifie eultivation of waste-

lands, the banana industry creates new fertile farms

for Middle America.

~ UNITED FRUIT COMPANY

80 Federal Street, Boston 10, Mass. '

-~ BRITISH HONDURAS, COLOMBEA, COSTA RICA, CUBA, DOMINICAN REPUBLIC, EL SALVADOR
GUATEMALA, HONDURAS, JAMAICA, B.W.L, NICARAGUA, PANAMA, CANAL ZONE

,minus side in its .influence on!
price movements.  Perhaps thel

“ﬂ
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gas. The continued growth in natural gas productive
facilities and the construction of pipelines to many new
markets are challenging the oil industry.

Increasing competifion will keep the industry on its
toes; will benefit the public. It will mean further in-
creases in the quality of products, to permit more
efficient use of automobiles, heaters, and other equip-
ment. It will mean also that oil will find its lowest
possible price level in accord with the free inferplay
of supply and demand.

And speaking of prices, I should like o point out that,
in spite of the many inflationary forces tending to raise
all prices, including oil prices, the public still gets a
lot for its money when it buys oil. For example, since
1941 the price of a gallon of gasoline—including taxes—
in Philadelphia has increased only two-thirds as much
as the average retail price of all other kinds of goods,
and only one-half as much as the price of food. At that,
more than one-fourth of the price its direct gasoline
taxes.

All the problems and influences described above will
affect Atlantic as they will the rest of the industry.
We expect to do our full share in meeting demands in
1950 and in preparing for the longer future. Our capital
outlays for productive facilities will be about one-eighth
less than in 1949 and 1948, years when we still had on
our hands the job of replacing facilities wern ouf during
the war, but they will be at a level far in excess of any
earlier year.
searching for oil-and drilling wells; the completion of
two new pipelines: new lubricating oil equipment and
other “refinery improvements; storage facilities; new
service stations, and other projects.

We are planning to make such expenditures at near-
record levels because we are betting on the continued
growth of America. We are confident that the standard
of living of this country can be expanded, if essential
freedoms are preserved and if incentive is provided for
the exercise of the initiative and individual energy which
have made America great. :

W. H. COLVIN, JR.

President, Crucible Steel Company of America

The general program of voluntary inventory reductions
which first became evident in the
last quarter of 1948 together with
the forced reductions incident to the
strikes in steel and coal resulted in
deficiencies, which are still to be
made up, and created other situa-
tions with ‘inventory accounts sub-
staptially out of balance which are
being corrected. This will take a
few more weeks. - Thereafter, the
impact of world-wide currency de-
preciation and American tariff de-
creases, both at a time when Amer-
ican labor and other costs are being
increased, will reveal this country’s
excess capacity to produce steel for
the domestic market under the con-~

ditions which will then exist. W. H. Colvin, Jr.

* .SIDNEY B. CONGDON
President, The National City Bank of Cleveland

The prospects for the banking business in the year
ahead hinge lar.gely upon the progress of the Nation’s
economy. Banking is the servant of general business: of
agriculture, of inining, of manufa¢turing and of distri-

' tribution. What happens in general
business finally is reflected in bank-
ng. . 18y

In considering the outlook for
business in general, and thus for
banking, there is ground for en-
couragement in the trend of recent
banking data. Checking accounts of
individuals and businesses are
slightly higher than a year ago, and
they represent a considerable gain in
_ potential buying power because of
the lower prices which now prevail.
1t is also gratifying to note that sav-
ings accumulated with commercial
banks, savings banks, savings and
loan associations and life insurance
companies are likewise higher than
. lost year. Thus our families have
increased their security, and in so doing have given tang-
ible ‘evidence of their confidence in the future of our
economic system. It is heartening to observe that in-
dividual thrifi, for which there is no substitute, is still
practiced by so many of our people.

As we reach the turn of the year, there are other
indications that there will be.good .business at least in
the .early part of 1950. Personal incomes after adjust-
ment for lower prices are at or slightly above the level
of a year ago. Surveys of consumer buying plans sug-
gest that automcbiles and appliances are going to move
in goed volume, Construction contracts have been run-
ning at a high level, so that vital industry will be off
to a good start. Capilal expansion by business hardly
can be expected to attain the peaks of recent years, but

Sidney B, Congdon

Many millions ' of dollars will go into -

the slack may be taken up by greater construction of
schools, roads and hospitals.

A good year for general business should mean a good
year for banking. We are hoping that total loan figures
will at least match the 1949 level, with a possibility of
moderate growth in real estate and consumer loans.
The average level of investment portfolios should be up
in 1950. Higher total figures for loans and investments
combined, however, may not bring an improvement in
net earnings unless some upward adjustment is per-
mitted in the level of interest rates.

Unfortunately, there is one particularly discouraging
aspect in the general outlook. The expenses of the Federal
Government continue at an excessively high level, and
despite the heavy tax burden Government expenditures
again are running beyond income. The day of reckoning
is bound to come, and the sooner we as a nation face

that fact the better off we shall be in the end. That is .

a theme which often has been repeated. But it cannot
be reiterated too often, for fundamentals do not change.

On the whole, the banks of the:country experienced
a successful year in 1949, particularly when considera-
tion is given to the adjustment in general business con-
ditions. The banks now are crossing the threshold of
1950 in a strong position and equipped with resources
of money and manpower equal to whatever service they
may find opportunity to perform in-the New Year. In 1950
as in the past, the privately .owned banks of the -nation
will strive to increase their contribution to the economic
advancement of our country. The future magnitude of
that contribution will be the best measure of banking
success and progress.

J. RUSSEL. COULTER
President, Toledo, Peoria' & Western Railroad -

The first half of 1950 should be good. It would appear
that way, basing prediction premises upon dividends
from veterans’ insurance, the “backlog” of orders caused
by the steel and coal strikes, high consumer income,
large personal savings, etc.

Perhaps, however, located as we of  §
the Toledo, Peoria & Western Rail- "
road are in the heart of the Midwest
farm  belt, our thoughts are too
earthy. It is my personal opinion
that these are all favorable indica-
tions — which, unfortunately, are
more or less valueless as absolute
measurements. The more difficult’to,
gauge items are what' determine’
“short-term” business fluctuations.
We know by all statistics that 1950
will be good, but we also know it
may not be. .

What our railroad is watching
closely is the fluctuating optimisms
or pessimism  of the retailer and
wholesaler, politics, and the weather,
all highly speculative guesses. The T. P. & W. depends
upon traffic for income. If retailers and wholesalers
cut inventory, manufacturing—and traffic—slows down;
cumulatively.

A major factor in our economy is the farmer. _Inter—
estingly enough, the future of the farmer lies in the

J. Russel Coulter

weather—not in Washington. Acreage reduction—then

poor crop weather, can mean financial loss for the farmer

“in spite of government price support. A crop failure is

a crop failure whether corn is 50 cents or $5.00 a bushel.

The farmer is in good shape today (except for sky-
rocketed fixed real estate taxes), but he knows better
than anyone else when to quit buying. In the Midwest,
many farmers can live on their milk sales, but they pay
their taxes, buy their machinery, their- trucks and cars,
their furniture and barns with crop and livestock profits.
Poor crop prospects can reduce their manufactured pur-
chases to almost nothing in a period of weeks. They
will know by June or July, but not.until then. No pur-
chases, frozen inventories, halted manufacturing, unem-
ployment and repetition, by logarithmic cumulation. Not
a pleasant prospect, but a possibility."

Individually, the T. P. & W. Railroad has continued
to improve its roadway and facilities and stands in an
excellent competitive position for the next few years.
Rolling stock is modern and the roadbed can now stand
greatly increased speeds.

Financially, the road is in sastifactory position. Like
all railroads, it is in less favorable long-term position
than the subsidized competitive transportation mediums,
such as trucks, airplanes, and barge lines of which the
fixed costs of taxes and maintenance are smaller and
more flexible by government decree.  While: no marked
change in these governmental policies are expected in
1950, it is hoped that fair competition will be instituted
in the foreseeable future.

While 1950 looks good on paper, our railroad is going
out after business, not waiting for it to knock on the
door. At our National:Sales Conference in December,
all our traffic men (who are called salesmen in other
industries) expressed a belief that we can increase traffic
this year. Every means of modern advertising and sales~
manship is being explored, evaluated, and incorporated
as applicable. If it is a bad year for the Route of the
Prairie Marksman, it will be in spite of our efforts, not
because of our lack of effort. e ds -

R. W. COURTS
Partner, Courts & Co., Atlanta

For the 10 years ended 1947 the average annual vol-
ume of shares traded on the New York Stock Exchange
was less than the volume of 1901. The past four years,
with American industry at an all-time high in produc-
tion, sales and earnings, the average
annual volume has been slightly
above 1901. Government policies and
tax structure have practically de-
stroyed the market for venture capi-
tal securities, The failure of these
markets means that American indus-
try has not been able to secure suf-
ficient amounts of venture or risk
capital.

Today it is apparent that Senators
and Congressmen have become dis-
turbed over this situation, Likewise
Administration officials seem deter-
mined to encourage the public se-
curities markets. In addition, com-
mercial business promises to be
highly satisfactory in 1950. In the
meantime liquid savings in the hands
of individuals have reached a colossal sum estimated as
high as $260 billion. The average yield on 30 high-grade
common stocks is about 61 % compared to 2.61% aver-
2ge yield .on high-grade bonds. Corporations can now
afford to distribute a more liberal portion of earnings
as dividends. Stocks seem to be the only form of prop-
erty that has not been inflated. With government deficits
apparent for 1950 and 1951 it means still more money
will be pumped into the market, meaning more inflation.
It therefore seems to me that the investment banking
industry will enjoy a splendid and profitable year in
1950, particularly in the underwriting and distributing
of venture capital securities. . ]

Since the first. World War this country has been .a
creditor country, but has failed to.act as a creditor. We
have continually sought unsound methods to sell more
goods to debtor countries than we bought from. them,
resulting in gifts and unsound loans. We should now re-
verse that policy, plan to become larger consumers, plan
to consume the major part of our own production plus a
part of the production of debtor countries, Such a plan
would put those countries to work for us. They would
help build this country and help to provide our countless
needed capital assets of the future. Such a plan would
provide an expanding economy and prosperity in this
country that would spread to other parts of the world
enabling foreign countries to discharge their debts to
us and in turn buy more goods from us. Most of all, it
would obviate the necessity of continuing gifts and un-
sound loans by us. To effect such a program will require
that we adopt a Federal tax structure that will permit
corporate and individual initiative to function at their
best. If along with such a program the government should
practice economy in givernment, we would be off to a
long period of sound prosperity that nothing could punc-

Richard W. Courts

ture other than war. In'the absence of such a program

I feel we should all recognize that the good year ahead
could prove only temporary,

BROWNLEE O. CURREY

President, Equitable Securities Corporation

In 1949 the investment banking industry enjoyed a
good. volume of business and generally satistactory
market conditions. Unit profit margins were absurdly
low in comparison with margins in other industries, but
there was a profit. The tax struc- .
ture was unfavorable, and the politi-
cal environment was something less
than ideal. In view of the high level
of the mnation’s prosperity, 1949
wasn’t as good a year for investment
bankers as it should have been, but
nevertheless it was a good year. The
year 1950 promises to be equally
good, perhaps a little better,

The demand for securities from
institutional investors, fed by con-
tinuing large purchases of insurance
and large time deposits, and further
bolstered by growing pension funds,
will ~undoubtedly be strong.  Per-
sonal income will remain high, and a
somewhat better demand may be ex-
pected from individual investors. .

Furthermore, the supply 'of securities will again' be
generous. Federal financing for new money in 1950
will probably be in larger volume than in any year
since 1946. There is a strong likelihood that the Treas-
ury will offer marketable securities (other than bills) for
new money for the first time. since the Victory Loan
Drive of 1945, While it is too early to estimate the ag-
gregate amount of such financing, the total is apt to be
substantial.. Generally speaking, American industry will
spend considerably less on new construction in 1950 than
in 1949 for the reason that most companies have now
completed their postwar expansion programs. It follows

Brownlee O, Currey

" that industrial emissions will be smaller-in the aggre-

gate in 1950 than in 1949. Of course, there are excep-
tions, the most notable being the electric and gas utili-
ties. Last year the nation’s privately owned electric
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utilities spent $2.1 billion for new construction and ex-
pans¥on;and capital expenditures for:1950 will probably

08 at about the same level. Largely in an effort to meet

the booming demand for natural gas, the gas industry
spent $943 million for new construction in 1949, and
may spend even more in 1950, Both the electric and gas
utilities made record breaking capital expenditures in
1949, and there is a good chance that both will establish
new records in the current year.

In the field of municipal securities, it appears almost
certain that 1950’s new issue volume will exceed all
previous records. Most recent estimates indicate that
the several states and their various subdivisions will
spend $4.1 billion on construction in 1950." Not all of
this huge total will be financed by the issuance of
securities; but on the other hand a sizable amount of
bonus payments to World War II veterans will be
financed by State bond issues. In 1949, the states and
their subdivisions issued securities in the aggregate
amount of $2,989,972,551. The comparable total for 1950
is expected to be in excess of $3 billion. And an addi-
tional $500 million, or more, of tax exempt obligations
will be issued by various Federally-aided housing au-
thorities. Thus, total tax free emissions for the year will
probably be well above the $3.5 billion level.

In view of the multitude of factors influencing securi-
ties markets, it is perhaps foolhardy to make any sort
of prediction in January covering the full year, Never-
theless, on the basis of the present outlook, it appears
that 1950 will bring no drastic changes in bond prices
or money rates, and that the current year will see a
It seems reasonable
to expect the 2%2% rate on long term taxable Treasuries
to be maintained in 1950, and it is not likely that the
rate on one-year certificates will rise above 1% %.

If the U. S. Government issues pursue a relatively
steady market course, as anticipated, corporate obliga-
tions will undoubtedly do likewise. Tax exempt bonds,
too, are strongly influenced by Governments, but the
pressure of sheer volume could bring about some weak-
ness in tax exempts, particularly in the case of long
term obligations. .

- In brief, it appears that relative stability will char-
acterize the bond market in 1950, and that whatever
movement occurs is more apt to carry prices slightly
lower than to push them higher,

It now looks as though increasing confidence on the
part of the public will make for improved stock prices
in 1950, despite the outlook for somewhat lower cor-
porate earnings, Without hazarding a guess as to the

extent of the expected rise in equity prices, it may be
said that stocks will probably fluctuate within a higher
price range-in 1950 than was the case in 1949. And if
the anticipated improvement in stock prices materializes,
a sharp increase in the volume of equity financing may
well be one of the outstanding features of the 1950 new
issues market,

C. DONALD DALLAS

Chairman of the Board, Revere Copper and Brass Inc.

We must expect copper to be in tight supply for some
time to come, despite high rates of operation at the
mines, because the government’s accelerated stockpiling
program is superimposed on a brisk industrial demand
for copper products.

A few months ago the industry
was disturbed by an almost complete
cessation in sales of copper. This
was a temporary situation and
worked out very soundly for the
industry. The price was brought
down from its peak of 23.5 cents per
pound, slumping to 16 cents and then
recovering to 18.5 cents.

Inventories meanwhile were con-
siderably reduced, and fabricators’
stocks as well as those of their cus-
tomers, were at a low point as 1949
‘drew to a close. Industrial demand
revived in* the third quarter and
consumption was close to the highest
levels of the postwar era. Producers
of copper et this stimulus by going
on a six-day-week basis without, for the time being,
bringing the metal into easier supply.

Since copper is tied closely to the general level of
business, it is not surprising to learn that the strong
position of our industry is due to the continued high
rate of operation of the principal copper using indus-
tries, of which we might name building and construe-
tion, electric and public utility and the automotive as
the outstanding consumers which are also extremely
active and confident of the future.

Domestic producers in 1949 were unable to meet the
needs of industry and government for copper in the
United States. We estimate domestic production of cop-
per for the year at 896,000 tons. This includes newly
mined copper plus old . scrap returned for processing.

C. Donald Dallas

As against this, for the 12 months, deliveries of copper
to fabricators totaled some 1,043,000 tons, and - stock-
piling can be estimated at about 170,000 tons. There
was thus an effective demand for 1,218,000 tons of cop-
per, which domestic production failed to meet by 322,000
tons, the deficit being made up, as in former years, by
net imports of copper,

Because copper is one of the few basic materials in

‘which we are not self-sufficient, and the market for

the metal is established on a world-wide basis, it is
pertinent to consider production and consumption in
foreign countries. We find that in most foreign markets,
there was no such late spring and early summer slump
as we experienced here. Foreign production, however,
was affected slightly by the fall in U. S. prices.

The net result was little change in basic relationships.
In 1948 the United States accounted for 60% of world
consumption, and for 43% of world production. We
estimate the corresponding figures for 1949 at 55% of
world consumption; 41% of world production.

The immediate outlook for the copper industry de-
pends upon one’s appraisal of the many complicated
factors which enter into the state of manufacture, trade
and finance, )

My own judgment is that for the first six months of
1950 we can reasonably count on a continuation of ap-
proximately the levels of the last quarter of 1949, Coppér
was then going into industry and stockpiles at the rate
of more than 115,000 tons a month. If to be conserv-
ative we reduce this forecast to 110,000 tons a month,
the indicated level is still emincntly satisfactory to pro=
ducers and fabricators and makes necessary the impor-
tation of at least 30,000 tons a montih to supply the
consumer demand.

The question may arise as to whether this is not an
“abnormally” high rate of absorption, unlikely to con-
tinue for long. It is useful to approa-h the answer from
the statistician’s viewpoint of pounds per capita of cop-
per consumed. This figure was 18 pounds in 1948; 17.3
pounds in 1949, and if my forecast is close to the facts,
there will be a return to the 18-pound level in the first
six months of 1950. In each case these figures include
stickpiling which, while not consumption in the usual
sense, has precisely the same effect on the market as
industrial consumption.

In some quarters it has been held that we must expect
a return to what is described as “normal” copper con-
sumption of 10 pounds per capita. This figure was

Continued on page 34
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50 million pairs of shoes a year—more
than 10% of all the shoes produced in the United States—

Torsale to men, women, and children.

o |
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31,000 people in 59 shoe factories, 14 sales

branches, 9 tameries, a rubher plant, cotton mill, and morg
thun 30 other supply plants and' warchouses needed to
provide materials for shoe manufacture and to effect the

Company’s world-wide distribution,

200 million dollars worth of shoes annually

2o 28,000 retailers, Iu.rgc and small, located in all the 4§

states, in U. S. territories, and in foreign countrics,

Ooned...

by more than 11,000 individuals and institutions—

with o one person or organization holding as much as 50}
the 3,400,000 shares of Company stock issued—and
amiintaining for its stockholders an unbroken record of

dividend paymeuts for 37 years.

General Offices:
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ST. LOUIS-Roberts, Johnson & Rand, Peters, Friedmane
Shelby, Continental Shoemakers, Pennant Shoe Co.,
Accent Shoe Co,, Vitality Shoe Co., Queen Quality Shoe Co.,
Dorothy Dodd Shoce Co., Winthrop Shoe Co., '
Conformal Footwear Co.

MANCHESTER, N. IL—Sundial Shoe Co., Great Northern
Shoe Co., Metro-Craft Shoe Co.
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Business and Finance Speaks Afier the Turn of the Year

reached by the convenient device of averaging consump-
tion of the 10 years 1931-40, inclusive. These were.In
the main years of the great depression or much restricted
activity and do not provide a sound basis for appraising
the period ahead. We might consider 1939 as more
pearly 2 normal year. There were 122 pounds per
capita consumed in that year, without stockpiling and
without anything approaching the exceptional demands
how caused by military production and the European
Recovery Program. It should also be ncted that thpre
is a long-term trend to greater per capita consumption,

Part of my optimism concerning the forthcoming six

ronths arises from the consideration that measures to:

fncrease the consumption of copper taken by the fa‘qri-
cators of copper, my company among them, are having
a genuinely stimulating effect. Copper tube for plumb-
ing and fer radiant panel heating, as well as copper-
sheet for flashing and other building uses, is gaining
constantly in acceptance.

The only foreseeahle development that can affect this
picture would be a return of the copper import excise
tax. This tax, which is two cents per pound under the
reciprocal trade treaties, is scheduled to be reimposed
after June 3¢, 1950, unless Congress acts to continue
the suspension now in effect. In .view of the statistical’
position of the copper market, as well as the urgent
need to keep copper prices competitive with those of
other metals, it is to be earnestly hoped that Congress.
will vote for continued free.imporfs of copper—one of
the few materials with whicly our neighbors and frierds
overseas can acquire dollar balances.

Since the mining companies have gone on a six-day-
week basis, involving payment of overtime wages, it
must.be assumed that price and demand are satisfactory
{o them, and that they have no need of a tariff. i

The independent fabricators feel strongly tha the way
for prosperity for both producers and users of copper
is to promote wider use of the metal, not to adopt
policies which are all too reminiscent of the carteliza-
tion and other restrictive practices which in the long
run have proved so disastrous for European .industry.

C. E. DENNEY
President, Northern Pacific Railway Company

. Northern Pacific Railway freight tratfic and revenues

in 1950 are expected to reflect an anticipated drop. in

agricultural products, brought about as the result of

cutting the spring wheat and potato ‘acreage in Wash-
ington, Montana and North Dakota

. under government . price support
progranis.

Likewise, with a droughty fall,
this has resulted in reducing the
sub-soil moisture reserves in the
grain growing territory; however,
with substantial spring moisture, this
should make ior an average crop.

Offsetting this to some extent will
be an anticipated increase in move-
ment of lumber and lumber prod-
ucls due to the heavy demand in
the bLuilding  industry, both urban
and rural. 3

We estimate the Northern Pacific
operating revenue for the first six
months of 1950 will" be approxi-

) mately that of 1949, Northern Pa-
cific’s program for additions and betterments to roadaway
and equipment carried out during ihe last 10 years is
rearing completion, and the amount expended for labor
and material and for equipment will be less in 193
than it was in 1949. ;
A sizable order for freight cars and motive power is
ccheduled for delivery during the coming year.

C. E. Denney

A. E. DUNCAN

Chairman of the Board, Commercial Credit Company .

Our Company has just closed the biggest and best
vear in its entire history. Our outstandings ininstal-
ment receivables have not yet reached their peak, so
we anticipate satisfactory results in our financing opera-
tions during 1950. . ) !

Our Insurance activities and oper-
ating results were much better in
1949 than in 1948 and should con-
tinue to make a good showing dur-
ing 1950.

During the firsl six months of
1949, our Manufacturing operations
and net income thereon, like those
of many other manufacturing com-
panies, were considerably less than
during 1948. The last six months of
1949 showed very substantial im-
provement and the results for the
yvear will be. satisfactory, although
fess than for 1948 when they were
abnormally high.

All in all, we lock for a good year
in 1950. Our concern. however, ig y
to what extent is our current National prosperity based
upon an unsound permanent foundation and temporary
- expediencies. During 1949, our Country experienced its
greatest volume of business, the largest earnings there-

A. E. Duncan

« Ly
?::d

on.and with but little unemployment. Current operat-
ing expenses aof our Government, without provision for
any debt reduction, is running several billioa dollars in
excess of expected total income for the fiscal year. Re-
sort again to deficit financing through increase of bor-
rowed money, instead of curtailing Governmental ex-
penditures, emphasizes the unsoundness of our present
Government fiscal policy. Corporale and personal Fed-
eral Income Taxes are already so high that many indi-
vidual investors no longer have either the funds with
which to purchase equity stocks or the net income in-
centive to justify the risk thereon.

When will we stop following England’s policies and
experiments, which are leading directly to State So-
cialism, which is next door to Communism?

HARRY W. DAVIES
President, The Syracuse Trust Company

I sincerely share the-opinion ¢f most of my industrial
friends ‘that 1950 will be a good ‘year, but I must imme-
diately qualify this statement by recalling to your mind
that competition in all lines, including banking, is back

to stay. The day of the salesman has
' returned and even though by all

statistics available the consumer has
plenty of money to spend, he is not
« spending it with the same careiree
recklessness that has characterized
~much of the spending of the last
several years.

We seem destined to deficit
financing. I wish we might avoid
the Federal deficit which seems cer-
tain for the next fiscal year, because
although deficit financing means

. larger bank -deposits and resultant
. larger bank'earnings, it -also means

a mortgage on future earnings and’

a still greater burden on the coming

generation. I feel that by now we

have proven ourselves to be the
friend of all, a really benevolent Uncle Sam to all the
world and subject to.severe criticism if we wreck our
own health by trying .to do the impossible.

1 see-a-great danger in easy credit, and I fear the con-

sequences of -the “no down payment sales”. Surely sales
without equity in the purchaser, while.perhaps effeciive
in producing sales volume, will not stand the iest of
time,
"By and large we have been a sensible people—fight-
ing only when attacked—trying each in his individual
way to earn a living and make his place in society, out
now there seems to be a strong tendency in some quar-
ters to try to “Plan our economy" so that a few at least
will not have {o give but only receive. 1 liken this plan-
ning and the resultant attitude to a barrel of apples that
is left standing too long exposed to the elements. One
bad spot soon develops and, if not attended to, soon
spoils the whole apple and then another and another
until tinally the whole barrel is lost.

We have worked long and hard:for what we have in
these United States and our childrens’ children are en-
titled to the heritage of clear thinking ‘and hard -work.
Let’s hope that sanity will prevail. -

H. W. Davies

C. McD. DAVIS
Prerident, Atlantic Coast Line Railroad Company

Southeastern 1950 business prospecls are favorable.

A year ago, the outlook was less encouraging; uncer-,

{anty prevailed, and there was a less confident expecia-
tion for the immediate future. Now, the consensus
apparently is that for several months,

at least. business in most lines should .
be better than in 1949. Substantial
factor supporting this view are lie
likelihood of continuing increases in
farm income, expenditures for con-
struetion, and the output of electiic
energy, all of which in 1949, from
daia thus far available, recorded bet-
ter showings than in 1948—ire-
quently referred to as the peak year

of Southeastern postwar business
activity. Additionally, manufac-
turers’ sales, less in volume in 1949
than in 1948, may reasonably - be
expected to improve in 1950.

Of even greater significance in
supportirng this view are remarkable
changes that have so strikingly .
affected the Southeast’s economy in the past two decades.
These changes, their impact upon the region, and.. their
attendant atmosphere nurturing creative effort and di-
versified enterprise, are so widely known as to require
no elaboration. From the adoption of more modern and
profitable agricultural practices, improved manufactur-
ing and production techniques, higher cultural and living
standards and the increasing interest that venture capital
is displaying, there has been established in the Southeast
an eccnomy whose prosperity is unlikely to be retarded

C. McD. Davis

by more than temporary setbacks.’ None of these-apnear .

on the 1950 horizon.
Among other ways, this movement is expressed in the
growing diversity of occupational pursuits not found

when the Southeast was primarily. agrarian. The great
industrial expansion has demanded a broader emplay-

“ment of skills; and the intelligent utilization of natural

resources, newer farming methods, advancing educa-'
tional standards and technological research have en-
couraged even more progressive developmenit, promoting
a healthy, stable, well-rounded and integrated economy.

The consideration of these facters, plus the knowledge
that plants of appreciable size will Jocate in the South-
east in 1930, and that. others will expand their opera- -
tions, adding to the Southeast’s growing share in pro-
ducing the nation’s manufactured wealth, leads inevit-
ably to the conclusion that next year's business prospects
are favorable.

LELAND 1. DOAN

President, The Dow Chemical Company

We are optimistic concerning the
1950 outlook for the chemical indus-
try. Supply will probably exceed'
demand in some of the older lines
of industrial chemicals but sales of
the new products should hold up
well.

In general, demand should be as
high or higher than in 1949. If sales
are lawer than 1949 they should not
be substantially lower. We estimate
the profit margins will stay about

the same.

Leland 1. Doan

GEORGE S. ECCLES
President, First Security Bank of- Utah

I believe we can be somewhat optimistic in looking
ahead to the year 1950, so far as the husiness outlook is
concerned in the Intermountain Territory. Of course
conditions in this area depend largely on national con-
ditions and it appears to me that in
the national picture for 1950, there
will be very little let dawn in activ-~
ity: The major problem now is the
settlement of the coal strike.

After the first of the year the

$2% billion Soldier’s Insurance dis-
bursement will be made, which will
increase the consumer market. The
national budget provides for contin-
ued large expenditure for foreign
aid, farm subsidy, public housing
and our Military Program.
It looks as though the national
budget will show a cash deficit of
$5 billion. This in itself is inflation~
ary. I doubt that there will be any
tax increase and there will probably
be some relief in many of the ex-
cise taxes. So far as our Utah and Idaho territory is con-
cerned, the agricultural outlook is.good. There has been
considerable mechanization on the farms, which reduces
cost of production. There will be good prices in prac-
tically all lines of livestock and agriculture due ot the
subsidy program of the government. Prices will not be
at their peak but should be sufficient to show satisfac-
tory income. I believe we will see an increase in the
number of both sheep and cattle. Our dairy industry is
sound. Canning prices are holding fairly well and the
national inventory picture is good. There should be in-
creased sugar beet acreage throughout the territory,

Farm income has been-good for many years and the
position of the farmer in his relationship to the general
economy is very much in balance.

There is to be substantial increase in electric power
koth in Utah and Idaho, Which will aid in industrial
expansion. -

Although there is some- curtailment in some of the
mining industries, due to‘the price of lead and zine, it
appears there will be continued expansion in the copper
industry with the completion of the copper refinery and
the acid plant at one of eur large smelters, as well as
increase in industries to make use of the steel that is
being produced in this territory. )

The chemical development in Southern Idaho is very
important and is expanding.

There will continue to be-increased demand for our
coal and increased production will be poscible when the
coal strike is settled. - ;

There is reason to be optimistic as to the future oil
development. Tremendous expenditure is being made in
Southern Idaho by the Atomic Energy Commission at
Arco. All of this will assure stabilization in our em-
ployment and in the payrolls of this area, and will be
reflected in continued goed business activity.

There will be increased ¢emand for housing, need for
school buildings and a tremendous amount of road re-
habilitation and construction® work.

The condition of the banks is excellent with adequate
credit available .for.all sound.purposes. '
I do not think there has been undue debt expansion
in our area and we still see increase in savings of the

Continued on page 36

George S. Eccles
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Continued from page 31
Retail Outlook
For 1950

tion and the
points,

high  break-even

Perhaps the chief question inl.

regard to the business outlook to-
day is whether the second half of
1950 will be as good as the first
half. IMany business commentators

seem to be rather cagey and non-| .

committal ir regard to the second
half of 1950, probably because ex-
perience over the last two or thréee
years shows clearly that it is in
the second half year that a major-
ity of business forecasts go awry.
Most of the logies of the situation,
particularly the plausible expecta-
tions of & tapering off in the im-
portant censtruction, automobile,
and cansital equipment . industiies
in the latter. part of 1950, point
to less favorable figures for the

second half year: This-prognosis|- -

is ‘the easy one to'subseribe ‘to,
but I am net wholly persuaded- by
it. . For the past three years we

have noted a pattér of lower busi- |

ness activity in the first half than
in-the second half, and I have not
yet been convinced that this pat-
tern is unrelated .to the -activities
of the U. S. Treasury in receiving
and disbursing funds” (I referred
previeusly fo the two income tax
payments whitch now fall in the
first quarter.) Furthermore, as 1
have iried to indicate, there are
some non-logieal factors in the
situation; and perhaps these ought
to be accorded more weight in an
election year. So personally I am
not yet quite ready to subscribe ta
the view that general business will

be poorer in the sécond half of|
1950. o

. Now to turn spécifically to the
outléok for the department store
business in the spring of 1950 I
should expect. the following:.
. (I) Sales—Number of transac-
tions’ <hould " compare  favorably
with the spring of 1949, probably
plus 2% or 3%~ s

The average sale, however, will

be slightly under -Iast year,

- Some further readjustment- of
consumer  spending d
soft goeds and hard gocds is t6 be
anticipated. The prewar ‘relation-
ship has not yet been redched, and
furthermore the long-run trend is

brobably. toward higher ‘expendi- |

tures for durable goods in relation
1o soft goods. .

Repeal of wartime exeise taxey
will help if it comes promptly.
Long drawn-out discussion with-
out action, however, will havée an
adverse effect,

' The composite result will: prob=
ably be department store dollaf
sales in the first half of 1950 run-
ning somewhere between 0% and
5% below the spring of 1949, For
the whole year 1949 department
store. sales are off about 6%
whereas total retail. sales are off
only about 1% %.
1950 I should expect this gap be-

tween total retail -sales and de- |-

partment store sales to be nar=
rowed somewhat but. not ‘closed
entirely.

(2) Gross Margin—Initialimark-
up sheuld be somewhat better than
in- the spring of 1949 because of
the strong -efforts ntade by many
stores during the past-year to raise
this figure: : ‘

Markdowns .should ' show im-
provement, sinte inventory ad-

justment is now substantially com=1{ -

pleted. “On the other hand, prices

are still tending slightly down-|’

ward, and thérefore markdowns
will * continue ‘somewhat " above
normel,- : o
The “résult should be '‘a gross
margin percentage at least 1% of
sales above that realized in the
spring of 1949,
i (3) Experises — In spite of the
continuation of serious wage pres-
sures, dollar expenses should be
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lower in the spring of 1950 by rea-
son of better control and the elim-
ination of “fluff.”

With only a slight decline in
sales volume, expense percentages
should hold even or perhaps be
slightly reduced below the experi-
ence of the spring of 1949,

assumptions with respect to sales, | about the general business and de- |In my opinion there are sorae
gross margin, and expenses are|partment store outlook for 1450,

realized, net profit in the spring
of 1950 should increase substan-
tially in dollars, probably by at
least 25% over the distinctly poor
performance in the spring of 1949,

I am going to conclude by saying
to you that I don’t think these
cyclical problems, that is, these
year-to-year fluctuations in sales,
expenses, margins, and profits, are

{long-run problems. seriously af-.
fecting the future of the depari-
ment store’s position in the dis-

tributive picture which are far
more worthy of the attention of
top executives, Before I sit down,

! . Now, having spent practically
.(4) Profits — If tae foregoing | all my allotted time in speculating | ones for you to be thinking about,

by any means the most imporiant

as’ between |’

In the spring of |

- Opportunists
moke an

Vemergenty”

of short-lived
shortage

/

Steel
companiés.
predict—"
- and produce
1949
"sorplus

s

Die-hurds
confinve to
press for

- governmenf

participation

finonced -
by you

NATIONAL STEEL !

At this time last year, although the steel mills

of the country were operating at capacity; they .-
still were unable—because of the war-created -

abnormal *demand—to provide immediately

all the steel desired by customers. This so«

called “emergency” was made the basis of 2

campaign of criticism followed by proposals

that the government go into the steel business, -
¢ithér indirectly through financing or directly

through actual construction and operation of

new steel mills by the government.

Steel company executives answered this cam-
paign with a prediction. They said that during
1949 the steel shortage would end, and there
would be a large surplus of steel capacity.

Of course, this is exactly what happened: Ex-
cess demand melted away under the outpour-
ing of steel products from furnaces and mills
that had beerr built to the highest capacity in
history by. an unprecedented program of
expansion since the war.

After the first three months of 1949, the back
of the shortage was broken; there was a con-
sistent decline in the demand for steel. The
national. capacity of more than 96,000,000
tons was able to provide all the steel required
in 1949 with a large surplus to spare. And
1949 was a much,better than average yeat,

Despite this record of the privately owned,
privately operated, and privately managed steel
industry, there are still moves to get the gov-
etnment somehow into the steel business.
Even now there are proposals for government
financing of new steel plants in various parts
of the country. And legislation is seriously
proposed. that would permit the government
to build and operate facilities in ny industry.

If the government made such a move in the

steel industry alone, there would be a first cost- -

of many millions of dollars followed by a con-
tinuing cost of many more millions each year.
This cost, of course; would be shouldered by
the fellow who pays for all government spend-
ing, the American citizen—YOU.

No master .mind or “brain trust” directs the. -

steel industry. It is composed of hundreds of

‘'separate, competing companies that are owned
by private, individ%al stockholders estimated
at moreé than 600,000 in number. In total,
these companies have given the United States
~a constantly expanding steel industry geared
‘to supply ot minimum fior average but maxi-
- munt demands for steel.

We are proud that National Steel Corporation
is"an outstanding examgle of a constantly
growing company and that it has expanded

more in proportion to size (now fifth in the-

industry) thian any other steel company.

The long-range record of the steel industry
proves conclusively that, except for infrequent
and brief periods, 1t has always had more than
enough' capacity to supply 100% of steel
requirements at any time.

This was accomplished by the work of private
individuals; not by government planning or
government operation. It is the work of private
individuals that has built the United States into
the strongest, most secure nation on earth and
provided history’s highest standard of living.
Can thete be any good reason to exchange the

. proved :success of the private way for the
proved failure of government planning and
opetation?| '

That will be the question for the American
people to answer whenever new “emergen-
cies” bring new attempts to put the govern-
ment in business.

e o o

r

Why substitute for a winner?

Privately owned steel companies are more than meeting the nation’s requirements

Over
600,000
stockholders
supply .
moeximum
demands
for steel—
efficiently

Steel
companies’
record a
tribute to
private .
ownership

National Steel Corporation is the fifth largest producer of steel
itr the United States. Among the companies it owns and oper-

ates are the following major divisions:

WEIRTON STEEL COMPANY, Weirton, West Virginia, World’s largest
independent” manufacturer of tin-plate and producer of a

wide range of steel products.

. GREAT LAKES STEEL CORPORATION, Detroit, Michigan. The only
v ditegrated: steel mill in the Detroit area—exclusive maker of
- the famed Quonset buildings—produces special steels and

a wide range of carbo steel products;

HANNA IRON ORE COMPANY, Cleveland, Obia. Produces ore fron

extersive /Jala’mgs ini the Great Lakes Region—operates a

Sleet of like vre boats to supply National Steel,

. : | y
THE ‘HANNA FURNACE CORPORATION, Bruffalo, New York. Pio-

duces various types of pig iron.

NATIONAL STBEL PRODUCTS COMPANY, Houston, Texas. Operates

the Southwest.

warehouse and distribution facilities for steel products in

- By

Continued on page 37
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Business and Finance Speak

people which indicates a sound underlying financial con-
dition.

We must not become overly optimistic, because some
of the national policies are still unsound. We all know
that a $5 billion deficit in our national budget during a
period of prosperity is not sound. Also higher taxes
would be bad because they would throttle incentive and
ambition. There is need for economy in our gqvernment
and we should go very slowly in any expansion of our
governmental services.

CYRUS EATON

Industrialist and Banker, Cleveland, Ohio

The American business outlook for 1950, and for the
rest of the Twentieth Century, depends in no small
measure on the recognition by managment and by gov-
ernment that ours is a capitalistic nation, and that to

moke our system work every Amer-

. ican must become a capitalist.

Every one of the more than 50,-
000,000 men and women who work in
the mines and mills of America, and
in .the factorics, fields and offices,
ougcht to’have a stake in the Amer-
ican system, If ever the $10,000,000,-
0C0 a year that the people of the
Ulnited States now gaily risk on
bingo -and other kinds of betting
could “be channeled  into venture
capital investments to increase the
productivity of our mammoth indus-
trial machine, there would be an
abundance of the good things of this
life for all Americans.

The most important task for man-
agement, in achieving this goal, is to
gain the confidence and cooperation
of labor. When management stops resorting to legal and
governmental:compulsions over labor, and takes up con-
structive and direct dealings with labor and its leader's,
then the great unions and their individual- members will

Cyrus 8. Eaton

want to become investors in industry and business.

The urgent job for government is drastic reform of

the agencies and commissions, Federal and State, whose .

rigid bureaucratic .controls now constitute an _al.most
complete ‘barrier ‘between business and the individual
investor. .

The 5,000,000 farmers who own their own land, build-
ings, implements and livestock,'and who work t}}e harder
for that ownership,. know the pride of proprietorship.
If the rest of our working people can be given a corre-
sponding' incentive  to success, American capitalism will
bave nothing to fear from any other ism on earth.

" A. G. ELAM

Southern Commercial and Savings Bank, St. Louis

Superficially 1950 should be good. With $50 billion to
spend heedlessly and a mandate to “borrow,’ borrow,
borrow—spend, spend, spend—elect, elect, elect!” the
New Year's. Eve Party in which we are unwillingly
compelled to: participate -should be
prolonged throughout the year. Like -
most parties of this-type everything
will be lovely, hilarious, stimulating
and noisy, but of short duration.
Then comes the cold, gray dawn of
the next day when we face stark .
realities with accompanying head-
aches immediately = followed by
melancholy and depression. Defin-
itely this is an artificial prosperity
built ‘entirely upon sand and cannot
endure!

Deficit sperding, except in emer- '
gencies, ‘is not only extremely dan-
gerous but foolhardy. This brand of
socialism continued for a few: years
will surely ‘lead us into National
Bankruptcy-as it -has every country - -
which has tried it. No person, business, or government
can survive extravagances such as we daily are meting
out to fulfill the selfish interests of the vote-getters. If
the ‘present bureaucratic ideologies prevail for another
year or two, and taking the last 16 years as a criterion
it should remain thusly for some time because it has been
politically -expedient, cur American ‘way of life will be
no more and we will have lost our dearest heritage—
our Freedom! ol

Up to now too few people have realized the presence of
this socialistic octopus which -is rapidly destroying us.
Recently -1 have - interviewed - many " persons. in many
states, including Alaska, about - these socialistic tend-
encies, and almost without exception, he or she voiced

definite apprehension. * Apparently -they have dusted

off the old arithmetic book and found the answers are
shocking. They now see how uneconomical and stupid

it is for them to send their hard-earned money to-

Washington to be sent back to them less large deduc-
tions for bureaucratic salaries, ete. ’

This same simple arithmetic specifically states that no
individual, business' or government can long exist or
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.and other costs.

endure where the output is larger than the income,
therefore, these same people are asking themselves sucn
questions as these: “How many of these bureaucrats are
successful businessmen?” “If their theories are sound,
why are most of them considered failures in their pro-
fessional or business life?”

The time has come when the people of the United
States should lay aside party prejudices.and combine
their strength in applying pressure to the brake that
will stop this prodigality—1950 would be tl:e ideal time!
—the polls would be the ideal place!

ALFRED EPSTEIN
President, Pfeiffer Brewing Company

Two distinct trends continued in evidence in the brew-

ing industry during 1949—the steady increase in sales. of -

packaged beer and the progressive concentration of beer
production among fewer and emecially the 'larger re-
gional breweries.

Substantially higher costs -with
on}y moderately increased selling
prices are squeezihg smaller units.
Since 1935, the first-full year .of
operation after repeal, raw mate- -
rial and labor costs have risen about
100% while the selling price of beer -
is up less than 30%. *

The smaller brewers are conse-
quently finding it more and more
difficult to operate on a satisfactory.
basis. Many small breweries lack §
capital for plant modernization and- }
cannot attract especially competent
management. Also they do not have™
the facilities and distributing or-
ganizations essential to modern
merchandising. The result has been
tpat many of the smaller units have discontinued opera-
tions or consolidated.

. Prior tq prohibition, there were some 1,400 breweries
in operation.. Most of these were.relatively small and
fa_rmly-owned,'operating in a radius of less than 50
miles. Following repeal, some 725 breweries were re-
opened, but since then the number in operation has
been reduced by more than 40%. At the close of 1949,
iny about 425 breweries were in operation; this number
is likely to be reduced further in 1950.

Thge trend toward larger regional breweries is a2 sound
condxpon for the country and . the consumer. It has
perrrptted the producers to absorb a greater percentage
of hlgher_operating costs than' would otherwise have
peen possible. At the sametime, it has permitted the
industry as a whole to expand and has given workers in
breweries much higher wages. It is a fact not generally
appreciated that employees in breweries are now among
the highest paid in the industrial field. For example,
at Pfeiffer, the lowest paid hourly worker: :averaged-
$3,200 in take-home pay last year, while the highest
hourly worker averaged $7,200.

Regional breweries have been steadily taking business
from the smaller local institutions.
the three large national shippers, but on a smaller scale.
Although total sales for 1949 will. probably approximate
the 1948 level, the individual units in the industry will
show widely different progress. The smaller units, for
example, will mostly show declines, while the three
national shippers probably will show gains approxi-
mating 10% to 15%.
have made the best progress are likely to show gains
ranging from 15% to 35%.

In modern brewery operations, very extensive and ex-
pensive mechanization is essential to keep costs low. This
means substantial capital investment- for equipment’to
offset the rise in raw materials, wages, delivery expenses
As regional breweries usually service
a highly industrialized area within approximately 300
miles or less, they are better able to keep their operating
costs at a minimum and yet provide a good. quality
product. Breweries with less than a 300,000 barrel annual
sales volume usually operate under a great handicap in
marketing and advertising because these. costs cannot be
spread over large enough distribution. -

The trend toward fewer and larger regional producers
may be expected to continue in the future, In the next
ten years, it is quite probable that as much as 80% of
total beer production in this country will be concentrated
among the top fifteen breweries.

There is a strong likelihood that the popularity of
beer as a home drink will increase in the future. The
industry is concentrating more and more: on packaging
for the family trade. Currently, bottle and can beer
account for about 75% of ihe industry’s sales whereas in
pre-prohibition days the amount.was negigible. Some
new innovations in merchandising arrived in 1949, in-
cluding a handy carrier for six cans. or non-returnable
bottles: of beer for home. consumption. . y

Until prohibition ‘in 1920, beer -consumption often
doubled each ten years. With the resumption of demand

Alfred Epstein

-following repeal, it took somec. 14 years, until 1947, for
"per “capita consumption - again - to approximate the pre-
.prohibition level..To expect a.doubling of present annual |
consumption (which is in' the neighborhood.of 87 million . -

the huge backlog of demands ac-

" becoming

The same is true-of -

The regional - breweries which .

s After the Turn of Iﬁe Ye’ui

barrels) in the ten years beginning 1950, would seem'to
be too optimistic. But it is reasonable to anticipate a steady
growth parallel to, and perhaps somewhat exceeding; the
population increase. This growing popularity of beer as
a national beverage reflects its wider acceptance as a
drink . of moderation.. It is often found on the family
table, particularly in families where there are growing
children: Cea s

- Intensive merchandising ‘methods might well raise
the present per capita consumption, which is about 18
gallons a year. :

Prospects for the industry, as a whole, are encourag-
ing. Expansion has been consistent with the growing
demand—there is relatively little obsolete equipment
except: in the small breweries and the industry can
readily supply the anticipated consumption gain-dur-
ing 1950. :

1t is likely that the regional brewers will again share
generously in any sales gain this year. It is also probable
that 1950 will see more of the smaller units discontinue
operations—both developments are typical of the trends
which. have characterized the industry during- recent

. years.

H. L. ENMAN
President, The Bank of Nova Scotia
Canada’s economy depends heavily on external trade

and as. a result- the-business outlook for 1950 is a mixed
one. Canadian exports: to overseas countries have beern

facing growing restrictions, and in view of the depleted

dollar buying power of the sterling
area and western Europe the outlook
for'this portion of Canada’s trade in
1950 is discouraging. Exports tothe
United States, however, -have been
quite well sustained despite the U. S.
recession and, with the recent
strengthening .in.U. S! business con-
ditions, . the gloomy prospect of a
universal decline in ;Canadian  ex-
ports has been removed at least for
the time being. )

In Canada, as in the United States,

cumulated from the !war and the
depression before it has in large part
been filled. Business conditions are
increasingly competitive

H. L. Enman

and further readjustments are to be B
expected both because the immediate postwar boom is'
running down and because overseas export markets are
contracting.

At the came time, Canada is a growing country and
the momentum of growth associated with opening.up
of new. resources and: with the needs of an increasing.
and energetic population remains clearly in ‘evidence.’
As compared. with 1929, which was the peak -of pros-
perity prior to the war, Canada’s population has in-'
creased by more than a third and her production by
approximately three-quarters. Among the recent devel--
opments which point to continued growth of the economy-
are the major .discoveries of oil in Alberta  involving
the construction of an 1,150-mile pipeline to Lake Su-
perior, the proving of' the large deposits of high-grade
iron ore in -Quebec-Labrador, and-the continued-large--
scale construction of hydro-electric capacity. Develop-
ment of hydro-electric power, of oil and of natural gas:
provides one. of the essential bases for more indus-:
trialization and a higger economy. . “ ;

In this process of Canada’s development, U. S. capital
has played and is playing -an important part. U. S.
companies and other  investors know. from long and:

-favorable experience that Canada is a good country in:

which to invest, for not only is the investment climate
favorable but the opportunities of expansion are great.:

However, Canada’s development could be further stim-"
ulated in a most healthy way if the United States wete’
to scale down its still formidable protective barriers."
Canadians are well aware of the significant tariff re-'
ductions that have been made by the United. States irr:
recent years, but they' are also conscious that in many’
lines U. S. tariffs remain-in fact highly protective and -
U. S. tariff administration has a- strong bias' against"
letting goods into the U. S. market. - They cannot help’
but note that the strongest”manufacturing country in
the world still effectively protects her domestic market '
for many manufactured goods, and that the largest -
producer of foodstuffs uses not only tariffs but a variety
of quotas and other devices. for keeping out foreign
produce. Canada’s growth is closely associated with-
U.'S. conditions and the expansion of the last few years
reflects in part the high level of activity in the United -
States. But Canadian growth in a number of directions -
is retarded by the U. S. system of protection. Canada -

is by long odds the best customer of the United States. -

‘For -'three years Canada. has purchased between $1.8-

billion and $2 billion of U. S. goods per. annum. . Her -

 ability to buy freely from the United States, as well as
- the rate of her development, depends on obtaining'better‘j

and. mofe:secure-accessto the U. S, market.. ;
' -~ -Continued on page 38
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Retail Outlook
For 1950

I am just going to mention four
of them,

(1) Competition of Lower-Cost
Distribution — If you will cast
your eye back over the Harvard
studies for a period of years, you
will find that the department store
Lross margin percentage for the
year 1949 is the lowest in 17 years;
in other words, it is lower than
any gross margin percentage for
any year since 1932, which was at
the bottom of the great depres-
¢ion. I think this trend means
something. I think it means some-
thing that is going to be awfully
aifficult for the average store to
cure by raising the initial markup.
In other words, it reflects the
competition of lower-cost forms of
distribution, namely, the so-called
mass distributors.

. (2) Multiple-unit Operation—
Whether you like it or not, the day
of the individual store is drawing
1o a close. The future lies pri-
marily with the various forms of
multiple-unit operation, Whether
{for the department store this
means the further development of
branches, or the further develop-
ment of chain-type operations in
department store groups, or the
{urther expansion of leased de-
partments, or a combination of all
of these, you had better get on the
job of finding how to make these
verious multiple-operation man-
agement techniques work with the
department store types of mer-
chandise and service.

"' (3) Open Display, Self Selling,
and Automuatic Vending—Take a
look at what the supermarkets are
rapidly beginning to do with de-
partment store types of merchan-
dise, as for instance in the field
of housewares. Then figure out
what they are giving the customer
in the way of satisfactions, con-
venience and price that you are
not doing, and see how you can
take a leaf out of that book. I
venture to think that you can get
far greater productivity out of
people employed behind the
scenes;;in preparing merchandise
for effective self-selling or auto-
matic vending than you can from
people employed out in front sup-

posedly to exercise alleged sales-

manship on an irregular flow of

customers.

(4) More Hard Goods—I agree
with my good friend Zelomek
that as total real income increases
there is a definite tendency for
consumers to spend a higher pro-
portion of their income for dur-
able goods. A great many of the
luxuries and conveniences of mod-
ern living fall in this category. As
national income expands, there-

fore,  department stores had better |-

be prepared to handle a higher

proportion of consumer durable |

goods. You all know that depart-
ment stores for the most part have
missed out on getting any appre-
ciable share of the consumer’s
automotive dollar. Don’t let the
same thing happen to the con-
sumer’s hard goods doliar, because
there is every indication that that
kind of spending in the future is
going to increase more rapidly
than spending on soft goods.

- So don't spend all your worry-
ing budget on the immediate
problems of 1950. Devote at least
some part of it to thinking about

Paine, Webber Expand
Commodities Dept.

Paine, Webber, Jackson & Cur-
tis, members of all principal stock
and commodity exchanges, an-
nounce that the firm is embark-
ing on a program of expanded

acliviiies for its commodity e~
partment.

In addition to accelerated. oper-
ations in the various futures mar-
kets; the firm is inaugurating
dealings -as brokers in spot com-
modities, By enlarging the scope
of its trading to include actuals,
the firm will be in a position to
render increased ard a more com-

prehensive service to ils cus-
tomers.

Paine, Webber, Jackson & Cur-
tis, estaplished in 1879,” maintain
direct private wire connections
with their 24 offices in 21 leading
cities from coast to coast. It is
today one of the largest broker-
age and underwriting firms in the
country.

Fred Barton is Managpx‘ of the

commodities department in _the
central office at 25 Broad Street,
New York. 4 L

Shields & Co. Adds

BOSTON, MASS.—Lincoln Da«
vis, Jr., has become associate(#
with Shields & Co., 24 Federal St.

W4

{(MinnEAPOLIS-MOLINE]

M P M

MODERN MACHINERY

Cuarflimen

MAINTAIN THE QUALITY OF

MM MODERN(MACHINES

\

Years of Skill, Training,
and Experience Help MM Build Better Farm Machinery

Experienced MM craftsmen,iskilled in precision work and
trained to turn out only the finest product, are maintaining the
high standards of MM Modern Machines, Visionlined Trac-
tors, and Power Units year after year. These MM employees
represent a storehouse of skill, training, and experience that
firmly supports MM’s outstanding reputation for service and
leadership wherever man tills the soil in the modern manner.

This storehouse of knowledge and skill is vitally necessary
in the manufacture and distribution of modern farm machinery.
And it is equally important that these skills be passed along to
men enthusiastic and eager to aid the growth of a great modern
industry.

The Proud Record of
MM’s Employees and Dealer-Distributors :

Of the approximately 6,500 employees, 890 or about 149,
are Old-Timer employees with length of service records rang-
ing from 20 to 59 years. Over 309, of ous employees served
with the armed forces in World War 1 or 11 Of our dealer-
distributor organization of some 2,000, approximately 109,
have been MM dealers for over 20 years.
Minneapolis-Moline also takes deep pride ‘in its.father-
and:son ¢mployée teams, now-numbering 204, who are con-
tributing (to-MM’s reputation .for  skilled : craftsmanship -and
high quality.; The products of MM employees are now sold by
2000 dealers in this country and in Canada and by distribu-
tors in 30 differént countries of the world. Many of these MM
dealer and disiributor set-ups are also father-and-son combina-
tions. In some divisions over 209, of the dealerships are father-
" and:son organizations. '
This record of loyal service is notable in a nation where
--free- choice of work is a cherished privilege. To the Old-
Timers; to the father-and-son teams, to all employees, dealers,
and distributors, Minneapolis-Moline extends the wish that
the years ahead will fulfill their fondest hopes.

arles Beckman re-

ceives Old-Timer watch award fr'om W. C. MacFarlane,
i |

b

AN MM DEALER FéR 21 YEARS, J 17 McCarthy of
Greeley, Nebraska is awarded an Old-Timer plaque
$rom C. A Johnson, MM Midwestern division manager

what kind of .store:you are ‘going. |-
t\o have to be in 1960 or 1970 ‘if
you are .to keep up with the pro-
cession. gl )

» AN MM ‘DISTRIBUTOR FOR' 53 YEARS, Douglas
Malcomess, East Londan, South Africe receives his

< Old-Timer plaque from George L.- Gillette, MM vices =
president and general sales manager

W i g Sk ssadop 0 ) b ks ) w0 T ML B B T L) RN PP (T PR 8 (s I

2o S R ‘ ciitd - s avited
pitized for FRASER

p://fraser.stlouisfed.org/




ats
o8

(274)

THE COMMERCIAL & FINANCIAL CHRCNICLE

Thursday, January 19, 1950

Continued from page 36

Business and Finance Speaks After the Turn of the Year

HUGH J. FERRY
President, Packard Motor Car Company

The Packard Motor Car Company counts 1949 as a

year of high achievement in sales, production and en-
gineering—and looks forward to 1950 confident and pre-
pared for the new challenges it will bring.
’ Increasing emphasis on sales effort
took place in the past year, and this
trend can be expected to gain mo-
mentum in the months ahead.

Packard  established new fine-car
records in 1949 — the company’s
golden anniversary year.

Factory domestic shipments hit a
new all-time peak of 102,411 cars
in 1949, surpassing the previous 1937
high of 98,686 units.

'Total 1949 shipment of 105,087 cars
(including Canada and Export) ex-
ceeded the prior postwar 1948 record
of 98,646 units, and was second in
the company’s 50-year history only
to the 109,652 cars shipped in 1937.

One hundred per cent of Packard
production in January, 1950, will be
with Ultramatic Drive.

Unveited only last May, demand for this completely
automatic drive — Packard-developed and Packard-
produced—has continued to outstrip gradually rising
production volume.

Initially offered

H. J. Ferry‘

equipped

as standard equipment on Packard

Custom models, Ultramatic Drive was: made available

subsequently in 1949 on various other models as op-
tional equipment at extra cost, k

January production will include Ultramatie Drive on
the Packard Eight, lowest priced car in the company’s
line.

The factory. expansion program for Ultramatic Drive
output was completed in 1949, representing . a Packard
expenditure of over $7,000,000 and culminating years of
research and test by Packard engineers.

Although the accent will be on sales effort in the new
year, close watch will be kept on manufacturing mate-
rial supplies. ' :

An adequate flow of materials all along the line is in-
dicated except in the case of steel. The intluence of the
recent steel sirike will be felt for somme months ahead
—aside from the complication of higher steel costs—
but that industry’s “pipelines” are filling up at a gratify-
ing rate. .

Last October 10, Packard was forced to slash produc-
tion in half to maintain operations and spread. employ-
ment in face of the then-cuireit steel and coal industry
walkouts. Output was ‘successfully continued'at the re-
duced schedule through the rest of the year until sus-
pension for: plant-wide inventory on Dec. 14. Employees
will return; on a staggered basis, starting Jan. 3.

Total 1949 producticn of 104,593 cars was second only
to the all-time 1937 high of 109,518 units.

Packard, last Nov. 6, observed its 50th birthday. On
that date in 1899, the first Packard was built. Over the
half-century- span, some 1,250,000 Packards have been
produced. Latest registration data available indicate
that fully 52% of all these cars are in daily use today!

As the company.embarks on its 51st year as a'fine-
car builder, its dealer organization across the country
remains strong, ite financial position never stronger,
and its product acceptance is rising to a new and prom-
icing peak. '

D. W. FRACKELTON
President, The Equity Savings & Loan Company

1t was Josh Billings who said “Never prophesy unless
you know.” This is good advice any time and the year
shead offers no exception taking the whole 12 ‘months
into account. There appears to be a universal opinion
that the first six months will show
no great difference in the volume of
business generally as compared with
1949. Industrial production may even
rise somewhat over the next few
months. The veterans’ insurance divi-
dend will be largely spent in the
first half-year, inventories will have
been rebuilt and farmers’ incomes
will decline. Government spending is
headed toward some curtailment as
the voters back home give Congress
to understand they want a reduction
in spending and a balanced budget.
The undetermined and possibly the
most important factor in the uncer-
tainty of the future lies in the con-
struction field.

Will industry be satisfied with
plant improvement and extension started in 1949 and now
completed or well under way? If there should be, as is
possmle, a pronounced curtailment here this will be felt
in the last half of the year. There should be some con-
siderable increase in public building but possibly not
quite enough to balance off the drop in industrial and
residential construction.

) Residentiall construction in Greater Cleveland will con-
tinue at a high level but the housing shortage here is

D. W. Frackelton
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not of the acute character of the past several years.
People are no longer looking desperately for shelter.
The demand for new houses is'more and more center-
ing in the desire of veterans for new homes made possi-
ble by GI and FHA loans. Residential construction is
beecoming largely confined to homes to sell in a $9,000 to
$12,000 range. Construction costs will likely show little
change in 1950. However with the tremendous amount
of building completed in 1949 and the large volume of
work begun in the late months of 1949 to be completed
in the first half of 1950, coupled with some decline in
business in the last half of 1950 the amount of residen-
tial construction in the last half of this year may well
be reduced but the deecline for 1950 will not likely be
more than 5% or 10%. Prices will be shaded somewhat
because of competition and the trend toward mass pro-
duction with a consequent lowering in cost, and the
desire of builders to dispose of their houses promptly
upon completion. !

Home buyers will be more discriminating and will be
looking for a style of architecture which they particu-
larly fancy and the taste of the buying public will be
more carefully studied by builders so that the buyer
will have a better chance of getting what he wants than
has been the case heretotore. For Savings and Loan Com-
panies in Cleveland, 1950 does not promise to be as
profitable ‘as was 1949. The centering of construction
in the lower price range with sales so largely to GI's will

. confine the ‘supply of mortgage loans more and more to

GI and FHA mortgages bearing 4% and 4% % interest.
A considerable number of Savings and Loan Companies
are increasing their interest rate on deposits from 2% to
21, % which will still further curtail their margin of
profit.

: D. V. FRASER
President, Missouri-Kansas-Texas Railroad Company

During the year 1949 there was a continuation of the
healthy industrial growth and expansion throughout the
Southwest, which is adding materially to the economic
development of that section of the country. Also durirg
the year bumper wheat and cottcn
cotton crops were again produced
which, with increased activity in t:e
discovery of new oil fields, is add-
ing to the wealth of the Southwest.

In the first ten months of the year
248 industries were located along the
lines of the Katy Railroad, most of
which - were within the State of
Texas. These industries represent a
total investment of nearly. $8,000,000
buildings and equipment, andgive
‘employment to more than 1,500 .
_workers. Estimates show they ‘will
.produce for the Katy Railroad. spme.
28,000 carloads of new freight busi-" .
ness annually. Heavy and light
_manufacturing, warehouses, mateyial
_yards, grain elavators, sub-assembly
plants make up the wide variety of industries that are
"relocating or expanding in the Southwestern-area.

While there was a reluctance on the part of industry
: during the early part of the year to consider additional
major expenditures for plant expansions, this activity
“Was stepped up by midyear because’ of a desire of busi-
nessmen to take advantage of the growing Southwestern
market.

An outstanding industrial project progressed to com-
pletion during 1949 was the 200-acre ultra-modern Katy
Airlawn Industrial District in Dallas. More than $20 mil-
lion were invested in buildings and land in this area
for 36 large industrial projects. It is one of the most
.modern industrial districts in the nation.

Another project, still in the engineering stage, is the
proposed construction of a $50-million warehouse devel-
“opment including an otfice building in downtown Hous-
.ton -by the Katy Park Industrial Development Corpo-
ration (not connected with the Katy Railroad). This
proposed development will house {rom. 100 to 150 in-
“dustries, ‘and -will be constructed ‘on the 'present site

D. V. Fraser

-of the Katy Railroad yard facilities in Houston. :Leasing

“of space in this proposed structure;is new under way.:

Other industrial areas, similar to the Dallas Airlawn

District, are now being planned and progressed. .

A large quantity of the 1949 season’s wheat is still

“stored on farms and in country elevators, which it is
expected will move prior to next season’s harvest. The
-Texas cotton crop, estimated at 5,600,000 bales, is second

only to the record crop of 1926, and the total Oklahoma.

production will amount to some 540,000 bales. ,There

is considerable oil-producing activity in-Katy territory--

“in the vicinity of Gainesville and Wichita Falls, Texas,
and in Western Oklahoma. It is now predicted that
new oil discoveries in Scurry -County, northwestern

Texas, will open a field possibly as large as the great
East Texas oil-producing area. ' ‘
The Katy Railroad is actively continuing its pian to
prepare for the continued growth of the Southwest. New
Diesel engines and equipment are being placed in servicea
as quickly as earnings permit, to give improved {reight
and passenger service for the Southwest. The economy
effected through Diesel operations has spurred the Katy

~and in providing commuter service,

.for the wear and tear of the war years.

toward complete Dieselization of its motive power within
the near future.

In the first 10 months of 1949, 60.2% of gross ton-
miles were handled by Diesel power; in- Octoper  the
percentage was 71.6.. Additional Diesels on ordér, to be
placed in service in 1950, will substantially increase this
1igure.

There is a genuine gpirit of optimism about the busi- -
ness future of the Sputhwest among the businessmen
of the’Southwest. The outlook for 1950, in my opinion,
is good, and indicates'eontinued activity and growth on
a healthy level.

‘WALTER S. FRANKLIN
President, The Pennsylvania Railroad

_ The railroads are in shape to do a constantly better

job of serving the public in 1950 and their {inancial

results should be much more satisfactory than in 1949.
With the crippling industrial strikes of this year almost

out of the way and the promise of a i

substantial volume of traffic next

year, the significant efficiencies and

economies achieved by the railroads

should definitely show up in better

net earnings jn the months ahead. On

the Pennsylvania, we have substan-

- tially scaled down expenses in pro-

portion to reduced revenues.

With the level of freight rates now
more nearly in line with the eharges
for.. other industrial iproducts, with
the recent helpful and badly needed
increase in basic passenger fares, and
with the hope that :the regulatory
bodies soon will act'to reduce the

: ’ Jos: i rvi ] i
railroads’ losses in carrying the mails Walter S. Franklin
there is basis for reasonable optim-
ism and confidence as regards future results. ¢

Then, too, the Pennsylvania and the other roads have
made notable progress in modernizing and improving
both their passenger and freight services. Great numbers
of rew and modernized passenger and freight cars are
already in use. Continued advances will be made next
year. Hundreds of new Diesel locomotives, making for
greater efficiency and improved service, have gone and
are going into use on the rails.

The “green light” for the railroads, however, is not

determined by railroad management alone, but by the

course of business, by: labor-managerent teamwork and
production,. by government regulation, and the effect of
cubsidized competition.

In- addition to expenditures of large sums, wostly
borrowed, for new equipment, the railroads have en-
deavored, out of the low level of earnings, to make up
However, in
1950, and in ihe years ahead, the Pennsylvanii: and all
of the roads must make further large expenditures for
improvements and continuad modernization of the prop-
erties if they are to: continue to progress, meet their
competition, provide the best possible service at the
lowest possible cost, sustain a credit rating adequate to
their needs, and do their part in national defense. All
of this means substantial earnings, and these, in turn,
depend not: only on the efforts of railway managz2ment,
but cn fair and equitable treatment in the matter of
subsidized competition, the assurance of a reasonably free
hand in conducting business, and the reasonableness of
labor in its future demands.

ROY K. FERGUSON
Presidcx;t and Chairman, $t. Regis Paper Company

Business .in many ! directions underwent imnortant
readjustments duringithe current year and earnings of
St. Regis Paper Co. will reflect the adverse cifect of
these conditions. Pregent indications are that the com-

, pany’s net sales for 1942 will be ap-
proximately 257 under the $162,-
673,925 reported for 1648,

A general tendency among pur=-
chasers of commodities to reduce or
more closely control their inven-
tories required an important cut
back in operations during the first
half of the year and resulted in the
development of move competitive
conditions. While some tapering off
took place in the heavy post-war
demand, nevertheless consumption
at consumer levels remained high
through this period. '

An improvement in demand for
paper products by jobbers mer=
chants and others developed in
: August and was followed by firm-
ing of prices in certain segments. As a result of these
conditions operations in the industry have gince shown
an improved profit trend. However, for the {11l year,
net profit of St. Regis will be substantially under that
of 1943, reflecting the effect of price reductions, c¢"arges
for inventory revaluations, idle plant expenses and cur-.
rency devaluations. .

Total production of papers and paperboard in the

Continued on page 40
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The Employment
Outlook

By ROGER W. BABSON

Mr. Babson reviews employ-
ment statistics and cites factors
suggesting good employment
as (1) continued government
spending; (2) - credit expan-
sion; (3) stockpiling of peo-
ple’s savings,. and (4) .farm
price support program. Warns,
however, we are in for down-
-ward cyclical trend.

The employment outlook for the
"next' six months “is good. There
will be near peak employment
(jobs for 58,000,000) at -high level
wages, -except
.for] seasonal
fluctuations.
Economic
activity in the
next few
months will
be some 80%
-above prewar
levels. This
means jobs.
Depleted coal
and steel
stockpiles will
be built up.
Good employ-
ment etfects
will be felt all
along the line
by industries using steel. Rehiring
will be especially active in ma-
chinery and fabricated materials
industries, with the automobile in-
dustry leading. Construction along
home and industrial - lines will
hold up 'through the early part of
1950. Both the petroleum and
rubber industries will recover
somewhat from ‘their’ respective
slumps.

Other factors suggesting good
employment are continued gov-

Roger W. Babson

-ernment spending, the expansion]|.

-of credit-and business. loans, the
continued stockpiling ‘of peoples
- savings -($127 billions in govern-
ment bonds and bank accounts), a
price support program for agricul-
ture, etc., and a continued demand
for-food products. All this.is not
sympiomatic of another boom.
Rather, it is the rebound from.the
’49 recession caused by the too
drastic liquidation of inventories
on the part of panicky business-
men,
The Downward Trend

We must, however, face the fact
that we .are in a downward_cyecli-
cal trend. Nineteen forty-eight
was the top year in terms of pro-
duction, wages, profits, and em-
ployment Employment rose phe-
nomenally from 52,800,000 in 1945
to 55,250,000 in .1946; and from

58,000,000 in° 1947 to 59,378,000 in
1948. On the other hand, unem-
ployment increased from 1 040,000
in 1945 to an average of 3,189,000
for the first half .of 1949 Most
economists believe three to four

million is normal for a labor foree |

of better than 60,000,000.

The net effect of recent strike
settlements is to add substantially
to companies’ long-term overhead
costs thus reducing..the financial
margin to lower prices appreciably

“and - thereby - stimulate employ-
ment. This is one ‘of the reasons
why you will see competition stif-
fen sharply within many indus=
tries in the next few months. This
is also why “industrial production

- is likely to taper off in the second
half of 1950 with resulting unem-
ployment unless greater attemmn
is given to sales,

Best »Employment Opportunities
Best job opportunities for 1950
will be in the distribution field.
" Even with businéss off in 1949,
the annual rate of savings in the

first six months of 49 was $16.6
billion as compared with $8.8 bil-
lions in the corresponding period
of 1948. The problem is how to
coax these dollars forth. I predict
that during 1950 companies will
add greatly to advertising and
sales budgets. They will build up
their market research staffs; they
will develop stronger sales promo-
tional techniques, They will hire
more efticient salesmen.

Another excellent area, espe-
cjully for the college trained man,
will be in the human relations
areas of production. A potent fac-
lor in bringing business into a
imore favorable competitive posi-
tion is the more effective utiliza-
tion of human resources for the
common good of both labor and
management. A third area young

men should consider is work with-
in the Federal government, In
the past 20 years government
agencies have increased from 250
to nearly 2,000 today, with cor-
responding increase in available
jobs.

Spiritual Rebirth Needed

We can never have continued
good times-in this country until
both labor and management are
spiritually reborn. Each group
must stop talking about its pre-

rogatives but put into practice
constructive ways of working to-
gether for thejr common security.
This is the only way we shall es-
cape nalional socialism. This is
the only way we shall be able
to maintain our free economy and
thereby insure freedom for all.

To Manage Dep’t of
Harris, Hall in N. Y.

Harris, -Hall & Co., Incorporated,
announce that Stuart C. Law has
been appointed manager of the
municipal bond department of the
firm’s New York office, 37 Wall
Street. Mr. Law became asso-
ciated with the Chicago office of
Harris, Hall & Co. in 1945, and
recently was transferred to New
York.

Garfield & Co. Forming

On Jan. 26, Garfield, Gréen-
berger & Co. will be dissolved,
and the New York-Stock Exchange
firm of Garfield & Co. will be
formed with offices at 60 Beaver

Street, New York City. Partners
will be George Garfield and Spen-
cer W, Frank, general partners,

and Julius Garfield, limited pari-
ner. Mr, Frank will be the firm’s
Exchange member, acquiring the
membership of Eugene Green-
berger.

Cook & McGormick
Confirmed in Sec. Posis

WASHINGTON, D. C.—Donaid
C. Cook and Edward T. McCor~
mick have been confirmed as
members of the Securities and Ex+
change Commission by the Sen-
ate Banking and Currency mb—
committee,

"Look ! Our payroll
for 1217 people

completed in one day!"

NATIONAL MECHANIZED ACCOUNTING. SAVES TIME, CUTS OPERATING COSTS*

*Get this FREE

This machine;provides 20.totals for
payroll as we]l as 42 totals for analy-
sis work. Payrol—with its increased

problems of deductions—is but one

of the many accounting jobs which
National has solved, cutting costs
on every job.

" A National System is a capital in-
vestment that often repays its costs
within a year—then goes on year
after year paying a profitable re-

THE NATIONAL CASH REGISTER COMPANY

turnthrough reduced operating costs.

All businessmen know they must gkt
sometimes spend money to make ¥

money. And smart management:also
knows that a capital investment to

reduce . expenses-is as important as

one to increase business.
Your local National representative

“will gladly show you how you can

reduce your operating costs. No obli-
gation, of course.

20-page booklet.
Ask your local
National repre-
sentative, or write
to The National

' | Cush Register

Company, Day-

\ton 9, Ohio.

ACCOUNTING MACHINES
. . CASH REGISTERS» ADDING MACHINFS
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Business and Finance Speaks After the Turn of the Year

United States in 1949 will approximate 20,000,000 tons,
compared with the record 21,921,757 tons in 1948. In
addition, imports of newsprint paper into this country
in 1949 will, it is estimaied, total some 4,500,000 tons,
compared with 4,395,572 tons in 1948.

Evidence of the completion of inventory liguidation
and the resumption of demand more closely related to
actual consumption of paper may he found in the fact
that production has risen substantially Trom the low
point reached in July. With inventories at the year-
end back to normal levels, it is evident that total con-
sumption of paver, including newsprint and. paperboard
in the United States during 1949 closely approximated
that of 1948.

Signs at hand suggzast that business generally has com-
pleted its major readjustmert from a commodity-starved
postwar condition to the more normal position of a rea-
sonable balance be ween supply and demand.

The 1950 outlook for the paper industry as well as St.
Regis gives promise of more stable operating conditions
and a favorable earnings record.

EDMUND FITZGERALD

President, The Northwes‘tem Mutual Life Insui‘anee Co.

We expect 1950 to be another good year for life . in-
surance in: general and the Northwestern Mutual in
particular.  Most indicators point to a continued high
Jevel of economic activity and of saving, and these con-
diticns ‘produce a good market for
life insurance.. The increased public
at{ention to the matter of retirement
ircome is leading individuals to de-
vole attention to their personal se-
curity and retirement programs—and
in trese our industry offers a major
service to the individual.

Other factors: in our business are
favorable with the exception of the
rate of return available upon invest-
menis. The death rate-among North-
wes.ern  Mutual policyholders - ap-
parently has established an all-time
low in. 1949, and we see no reason
to cxpect a radical change in 1950.
Terivinationst .of  insurance - other
than by death or maturity should re-
main low, as they have been for sev-
eral years. Serious troubles among our investments are
almost non-existent today. X : _

The one serious aspéct of the present national situa-
tion is the danger of further cheapening of the dollar.
Federal Government deficits in times of high business
activity carry the threats of increased taxes in the near
future or of further inflation over the longer term. It
js our hope that 1950 will bring greater public aware-
ness of these dangers, to the end that no steps may be
taken which could weaken the incentive to save.

Edmund Fitzgerald

E. S. FRENCH

President, Boston and Maine Railroad and
Maine Central Railroad

The outlook for railroads in 1950 is dependent on the
general level of business all over the country. However,
it is -also closely rela.ed to the policies which will be
followed by the executive and legislative branches of
the Fedciral government,

As far as it is possible to hazard a
staternent of views on the gerveral
business outlook for 1950, I would
say that prospects are encouraging.
Most predictions are for a level of
business at least us gool as 1949,
and with the possible exceplion of
the coal industry, a greater feeling
of stability exists loday. The price
structure has at least temporarily
Jevelled off. and prices should be
about the same as they were in 1949.

We must never overlook the fact
that our country is growing in popu-
Jation each year. It is estimated that
during 1950 we should see a growth
in population from about 159 million
to 152 million people.. The require- i
ments of this grealer population are bound to have an
effect on the total volumc of business which will be done.
In short, barring un‘oreseeable upheavals, 1950 for gen-
eral business looks good.

The problem cf t-e railroads is to participate in this
good business by handli~g a proper share of the freight
shiipments and passengers who will require service. This
will have to be do.e in the face of increased competi-
tion from other forms of transportation, all..of which
are benefited to varying degrees, through the use of
public facilities for which they do not pay adequate user
charges. There is evidence of a gradual public -aware-
ness of the unfaiiness of this competition, and it is hoped
that the investigations which have been made by Con-
gress, and. those which are currently:being undertaken

E.S. French

will promptly lead to an equalizing of opportunity in-

'ing, at least for the next six months.

the transportation field between the railroads and their
competitors. A 2

It is of the ulmost importance that 1950 see the pas-
sage of legislation which will encourage business. We
feel it vital that the transportation taxes of 15% on pas-
senger fares, and 3% on freight shipments, be removed
to eliminate a restraining influence on the economy. It
is important that legislation be passed to clarify the
basing point situation which is currently disrupting the
normal methods of distribution throughout the country.
It is also of the utmost urgency that the increases sought
by the railroads in their reimbursement for handling
mail be granted without delay.

All the railroads ask is an opportunity to compete
fairly for the volume of traffic available and to be al-
lowed rates which represent adequate compensation for
the work performed.

-

GEORGE FRIEDLAND
President, Food Fair Stores, In(;.

So confident are we of the future prosperity of our
country, that Food Fair Stores, Inc., is embarking on the
greatest expansion program in its history. This program
will involve an expenditure of more than five million

dollars during the next year and al-
most 12 million dollars over the next
three years. ; 3
The bulk of the propozed record
" high = property investment is de-
signed for the construction of mod-
ern food ‘supermarkets.
remainder will be applied to the re-
modeling of older markets. ~ Addi-

tional warehouse ‘facilities are con- ]

‘templated - also.- -

Our confidence in the current out-
look stems from several factors. Not
the least of these is the availability
of new capital at a conservative rate
of interest.
engender optimism in the prospect
for domestic business in general and
food supermarket operation in par-
ticular include national income and personal savings
close to their record high levels. And the national
hoard of spendable income will be augmented consider-
ably by the forthcoming payment of National Service
Life Insurance dividends. Then, too, the outlook is
further -enhanced by continuing® population growth, a
prospective high level of home construction and the
spread of new residential communities in suburban
areas.

Food Fair’s inventory position today is the healthiest
in its history. Because deflationary factors which were
present during part of 1948 and early 1949 have now
disappeared, we do not anticipate any appreciable fluc-
tuations in food prices. ‘Government support of farm
product prices can be taken.as an additional assurance
of 'stability in food prices.

For all these reasons, Food Fair is hopeful of its
greatest gains during 1950.  Our confidence in the
economy in general and in our position in the super-
market industry in particular has never been greater.

George Friedland

C. KENNETH FULLER

President, The Paterson Savings and Trust Company

The outlook for banking in northern New Jersey for
1950 is obviously determined by the outlook for trade
and industry in our service area. As for the supply of
money, it appears that deposits will probably increase
moderately during this period, con-
tinuing the trend in evidence during
the past few months. The increase
is likely to come in demand deposits.
rather than time, however, as com-"
petition of savings banks and other
cqmpetitive institutions  paying
higher rates of interest have appat-
ently affected the growth of time déy
posits of commercial banks. Also
the purchase of homes, automobiles;”
and other domestic capital goods has
caused some drain on time deposits
in recent months, which trend seems
likely to continue. § s

With ample supply of funds, there-
fore, we look to the potential de-
mands -and find the outlook rela-

C. Kenneth Fuller

‘tively promising. Trade .and indus-
.trial activity in this area have, for the most part, fol-

lowed the mnatioral pattern of 1949 with a sharp and
fairly severe set back in the first six months and steady

and strong recovery during the last half of the year.
Our major industrial activities consist of textiles and
their affiliated lines, including dyeing, {inishing, and

chemicals, machine (including aviation) and machine

tools, twines and thread, electrical equipment,.rubber,

paper products, and more .recently the rapidly growing .
“television industry.

‘The-overall outlook for these industries seems promis-
Specifically, the

Most of the

-the ‘year at least.

Other elements which:

outlook: for the textile industry appears somewhat mixed
with some lines anticipating a continuance of present
high levels of activity and.-others experiencing low back-
logs and reduced employment. The outlook for the
machine and machine tool-industries shows a somewhat
greater degree of uniformity. By and large they en-
joyed a highly satisfactory year in 1949, and although the
prospect is for a somewhat lower volume, reflecting re-
duced capital expenditures on plant and equipment, nev-
ertheless, it is relatively favorable, The electrical in-
dustry, as evidenced by companies in our area, seems
likely to continue to operate in good volume with stable
prices and good employment. ' The manufacture of paper
products has enjoyed a particularly successful six months
with prospects for its continuation and high employment.
Indication for the twine and thread industry seems to
be for good volume and high employment. Prices and
profit margins in the hard fibers are somewhat difficult
to predict because of the uncertainty caused by deval-
uations and the interracial bickerings in India.

The television industry has had a phenomenal spurt
these last few months and is likely to experience a
period of consolidation with possibly some decline in
volume after the holiday season with supply having
temporarily caught up with a demand. far in excess of
that anticipated. Price reductions seem in the offing,
however, and even though a substantial increase in vol-
ume for the year is anticipated, overall profits may not
be greatly increased.

The rubber companies in the area supply the auto-
motive industry and a fairly broad line of industrial
products, including heavy industrial braking. Activity
and employment have increased in recent months with
indications that it will be continued for the first half of
A protracted coal strike or lack of
adequate supplies of coal (which, unfortunately, cannot
be ruled out) would, alter this outlook very drastically.

The construction industry has absorbed large amounts
of capital during the past few years, and although resi-
dential construction has probably passedits peak, there
is only slight evidence of rental vacancies or unsold
houses. ' Furthermore, the national policy of providing
subsidized housing and inducements in the form of high
mortgages at relatively low rates will probably main-
tain the volume at high levels. The volume of industrial
construction may decline somewhat, but public construc-
tion and road contracts appear likely to more than make
up for this curtailment.

With the exception of some branches of the woolen
industry, the local labor situation should be quiet, be-
cause most of the contracts either have been renewed
or don’t come up for renewal until the latter part of this
year or next. A coal strike, or further reduction in sup-
plies of coal, could not help but affect the overall in-
dustrial picture, however.

In spite of this optimistic industrial summary, it seems
likely that the volume of loans to industry may be in
somewhat reduced volume over the period of the next
several months, because as mentioned-above, demand
rising out of improvements and capital expenditures is
likely to be lower. Rates, however, should be main-
tained at approximately present levels.

In view of the probability of high employment at
good wages, the outlook for retail trade seems favorable.
Qales for the past few months have been at levels which
may compensate for the low volume earlier in the year,
and present indications are that they will be maintained
in good volume at favorable prices,

Installment credit is now becoming a very important
factor in bank assets.and earning prospects. The volume
of bank credit outstanding in this field has grown rap-
idly, and unless there are governmental regulations
restricting these activities, it seems likely that the total
volume will continue to increase at.rates which should
more than compensate for any possible decline in in-
come from commercial loan portfolios, )

Since our service area could scarcely experience a
prosperous period in the face of unstable nation-wide
conditions, it is important to give consideration to the
national picture. Such a survey seems to warrant equally
optimistic conclusions, especially for the first half of
the year. The basic industries of steel, automobiles, and
construction are operating at high levels with every in-.
dication that these levels will be maintained. It is true
that farm income may be somewhat reduced, imports
increased, export volume of trade curtailed, and com-
petition  keener with some. soft spots developing, but,
nevertheless, the economy is in a relative state of bal-
ance. Furthermore, to compensate for unfavorable fac-

. tors, we have in prospect the veterans’ insurance refund
‘in January, a continuance of deficit financing with its

inflationary implications, and all sorts of props and sops
to various economic .groups throughout the country
aimed at providing high wages, welfare benefits, and

- high employment in an election year regardless of their

cost or economic justification. In fact, one almost wishes
that the outlook didn’t appear quite so uniformly favor-
able ata-.time when the Government is following such
basically. unsound fiscal policies, because sooner or later
the fiddler must be paid. . P ] :

Nevertheless, in summary, we believe that the bank-
ing outlook for the area of northern New Jersey is
definitely favorable for the year as a whole.

Continued on page 42
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Free Economy Vital
To Proper Retailing,
Declares Lazarus

Industry leader asserts perma-
nent crisis is here and drive
to achieve security presents
dangers to. the very liberties
it is intended to safeguard.

Fred Lazarus, Jr., President,
Federated Department Stores, Inc.
one of the nations largest retailing
organizations, was presented with
the Tobe
Award as the
“Retailer of
the Year,”
Thursday,
Jan. 12, at a
dinner on the
St. Regis Roof,
New York
City, attended
by over 250
leaders of
American
business and
industry.

Dean Do-
nald K. David
of the Gradu-
ate School of
Business Administration of Har-
vard University, made the presen-
tation on behalf of the trustees
of the Tobe Award, stating that
Mr. Lazarus had been chosen for
the cumulative accomplishments
of “industrial statesmanship,
broad-scale conception of retail-
ing, over-all contribution to Amer-
ican - business, liaison efforts be-
tween government and retailing,
civie activities and philanthropic
interests.”

The Tobe Award was founded
seven years ago as an “Oscar of
Retailing” to “stimulate progres-
sive thinking among merchants
and to signify to the entire nation
the outstanding efforts in the
field by men and women.”

In accepting the Award, Mr.
Lazarus called on the nation’s
1,750,000 retailers to “take a po-
sition of leadership” in their com-
munities, states and the nation to
alert America to the need for
sound planning that will make
certain - individual liberty  and
freedom are not lost in the pres-
ent-day search for military se-
curity. .

“The fact is that retailing, as
we know it and as we want to keep
it, can function only under a sys-
tem of private economy and per-
sonal liberty,” Mr. Lazarus said,
adding that a period of what
might be called “permanent
crises” was here and that the drive
to achieve security presented dan-
gers to the “very liberties it in-
tended to safeguard.” He noted:
“We must plan in the broadest
sense, but without destroying the
play of personal initiative and
ingenuity, and be vigilant to pre-
vent the growing role of govern-
ment from becoming a runaway
bureaucracy.

“For years certain retailers have
feared the risks of getting into
anything remotely ' controversial,
Perhaps that attitude could be
justified in the past. It no longer
applies today. Today ihe risks of
avoiding controversy have become
too great. We have too much at
stake to remain passive observers.

“In the rugged years ahead, the
pinch may well be felt where it
hurts us most—in purchase and
velume of goods and purchasing
pcwer.  Retailing will have to
make major decisions and use its
resources to make them count.”

Pointing out that retailing
“does business not with govern-
ment but only with the American
people,” Mr. Lazarus said that re-
tailers, large and small, “must go
out and elert their communities
to. an awareness of what is hap-
pening and arouse them to a di-
rect interest in what can happen.”
* Drawing on his experience as
head of a special commitiee of the

Fred Lazarus, Jr.

Committee for Lconomic Develop-
ment. which last month issued a!
report on “National Security and'
Individual Freedom,” based on an
18 months’ study, Mr. Lazarus
said thai this group found “free-
dom of choice the cornerstone of
any free retailing edifice.” Ex-
plaining: “The central, and I
might say, symbolic freedom in a
democracy is, after all, the free-
dom of choice—of one’s job, of
ideas and viewpoinis without dic-
tation from above.

“Retailers must act as the spark
plug in their own communities in
alerting the public to the need
fer an informed opinion and to
an awareness of the need for the
wisest planning for personal lib-
erty within the pattern of inter-
national security. Stores—and I
say this in all seriousness—can

put the same kind of thought,

initiative and money behind such
promotion as it is accustomed to
doing in promoting a new sil-
hcuette.”

Philip Patton With
First Boston Gorp.

The First Boston Corp., 100
Broadweay, New York City, an-
nounced that Philip S. Patton has
joined the firm as Assistant Vice-
President in the U. S. Govern-
ment bond depariment. Mr, Pat-
ton was formerly an officer of
Blair & Co., Inc.

With Waddell & Reed

(Special to Tue FINANCIAL CHRONICLE)

KANSAS CITY, MO.—Frank T.
Burgess has become affiliated
with Waddell & Reed, Inc., 1012
Baltimore Avenue.

Okia. Bond Glub
Elects New Officers

CKLAHOMA CITY, OKLA.—
Philip C. Honnold, of C. Edgar
Honnold, Oklahoma City, was
elected President of the Bond
Club of Oklahoma for the year
1950 at its annual meeting, suc-
ceeding Herbert Canfield, of Cal-
vert & Canfield, Oklahoma City.

Other officers ‘elected were
Llnyd Green of R. J. Edwards,
Inc., Oklahoma City, Vice-Presi-
dent, succeeding Meredith Kil-
gore of Evan L. Davis, Tulsa, and
Charles P. Stuart of the Fidelity
National Bank, Oklahoma City,
re-clected Secretary-Treasurer.

A resolution of thanks to C. B.
Page was unanimously approved
for the use of his farm for the

annual family field day outing,
The permanent committee ap-
pointments will be made later,

Inv. Women of Phila,
Anniversary Dinner

PHILADELPHIA, PA. — The
Investment Women’s Club of
Philadelphia held its 20th Anni-
versary Dinner Meeting at Kug-
ler's Restaurant on Monday, Jan.
16 at 6:15. Guest speaker was the
Honorable John F. Davis, Mayor
of the City of Reading, who spoke
on “Free Enterprise.”

McDonald, Evans Adds

KANSAS CITY, MO.—Timothy
P. O'Neil has been added to the
staff of McDonald, Evans & Co.,
1009 Baltimore Avenue.
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Commercial Solvents in 1920 made three products

serving two industries. Today, using both biologic and synthetic production methods, _

CSC makes over 200 products which serve every major industry. Some of these

products are bacitracin, penicillin, riboflavin, ethyl alcohol and derivatives, acetone,

dry ice, butanol and derivatives, formaldehyde, methanol, amines, nitroparaffins, feed

supplements, benzene hexachloride, ammonia . .. PEAK® and NOR'WAY® Anti-Freeze.
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Business and Finance Speaks After the Turn of the Year

WALTER D. FULLER
President, The Curtis Publishing Company

The general economy of this country at the close of
1949 is on a seesaw. Now level, it is difficult to predict
‘which way our economy will move during the coming
year.

If business is going to turn up-
ward, it will need power for the
climb and that power is selling and
advertising. We all know what will
happen if it turns downward—there
will be unemployment, inventories
will mount, and that will mean less
sales, still more unemployment, clos-
ing factories and stores and all the
rest of the dismal downward spiral.

In a recent address, Dr. Harold G.
Moulton, President of the Brookings
Institution; called attention. to the
highly sensitive character of our tax
system by demonstrating that even
a moderate recession, such as a 20%
decline, would involve a drop in tax
receipts of something like $16 to $18
billion. If you regard this figure of
20% as a larger variation than we are likely to face, cut
it in half and the resulting tax loss could still easily
throw us into a dangerous effort to recover by increas-
ing taxes. This, in turn, could result in a sharp reduc-
tion in our selling expenditures and a weakening of our
whole economie structure. It has been demonstrated
many times that our economic health bears a very direct
relationship to our national sales effort.

The trend of events indicates that if we are smart and
stimulate sales volume instead of depressing it we will
probably have continuing prosperity in America. As a
matter of fact, it is possible that we are facing poten-
tially one of the most prosperous eras in the history of
our country. High selling and intelligent advertising
ean be one of the principal forces in bringing this about.

Walter D. Fuller

W. W. GASSER ‘
President, Gary National Bank

In almost every paper and financial magazine, we
read that the first six months of 1950 are going to be
good and after the middle of the year conditions are not
so certain. This unanimity of optimism should in itself
be a warning, for it is often when
conditions are on the up-trend that
troubles begin .to appear and that
the groundwork is being laid for
Tecessicns. :

Following every war that we have
had, the economic pattern has been
aquite similar. For about four or
five years after a war inflationary
forces prevail, and during this time
readjustments are being made, after
which deflationary fcrces gain the
upper hand; prices begin to fall, and ~
a long period of deflation sets in.
The latter part of 1950 could well
be such a turning point. With the
production of steel, automobiles,
television sets and a few other scarce
articles overtaking demand, it could .
well be that the latter part of this year would mark’
the beginning of a general long downward trend.

In most lines where prices are not supported by gov-
ernment subsidies, prices are already beginning to de-
cline. With the high production costs in the United States
and with our tendecy to lower tariffs, we could see a
great influx of foreign goods dumped onto the markets
of this country in the coming months. This influx of
foreign goods is further increased by currency devalua-
{ions by other governments. Already we are seeing
severe price cuts coming in certain lines, which unset-
tied price levels will undoubtedly get worse instead of
better for some time to come. : :

Our economy is a combination of both inflationary and
deflationary forces and when either force predominates,
we call it either inflation or recession. A small upward
or downward change in business activity can change the
trend. We see a machine running smoothly with all of
the wheels functioning perfectly, but let one of those
wheels get out of mesh, and it ean quickly throw the
whole machine out of order. This can be equally true
in our economic machine. Price cutting and the influx
of foreign goods could throw our economic machine out
of balance and could start a downward spiral. Govern-
ment controls, subsidies, price fixing and other artificial
stimulants can affect the over-all picture for a time, but
cooner or later the laws of supply and demand will
prevail.

In summary, I look for a continuation of high busi-
ness activity for the first few months of 1950. Some-
where along about that time could he the turning point

and a long recession begin.
I believe bankers should screen their loans most care-~
fully, adhering to sound risks, short-term loans and in-

vestments.

W. W. Gasser

WALTER GEIST

President, Allis-Chalmers Manufacturing Company

Prospects of my company for 1950 generally appear to
be encouraging.

There also are many bright aspects as we look ahead
to visualize the business picture in general for the
coming year. At the same time, of
course, it must be realized that
predicting future trends in business
is hazardous, must be based on past
experiences.

At Allis-Chalmers we are wind-
ing up a year in which we will record
the largest peacetime sales in the
102-year history of our firm. This
record was accomplished despite
crippling - steel and coal strikes,
which brought lay-offs and a jug-
gling of materials and production
facilities in order to realize the most
from what we had to work with.

According to such guide-posts as
appear in general business trends
and market research studies, this
. large *volume of peacetime business
cannot be expected to hold at this high peak.

There is a good indication, however, that the farm
machinery business of Allis-Chalmers will maintain a
favorable pace. In this field, of course, our prediction
must be dependent upon the American farmer and his
income. .At the present time the trend of farm income
is downward. If this trend continues, then those of us
working with farm products must work harder during
1950 if we are to approach the dollar volume of the past
year.

We expect that our general machinery line, consisting’

Walter Geist

. mainly ot capital goods and heavy equipment, will show

a decline during next year. It now appears that this
reduction may be as much as 10% to 15%.

While generally we recognize many encouraging fac-
tors as we look into the new year, we find this some-
what counteracted by the tax picture.

Unquestionably, competition will be keen during 1950.
There will be many extensive campaigns in the fields
of advertising, sales promotion and direct sales. We
believe we are geared to go out and make a good show-
ing in our effort to obtain new business during the year.

BERNARD F. GIMBEL
President, Gimbel Br?tl:e'rs Ine.

As the year 1949 comes to a close, trends in ret_all
trade both in dollar volume and unit, sales’ point
definitely upward. . ! ) »

Barring prolonged strikes of a _national ycharactep I
see nothing to cause reversal vof
these trends in the months ahead.’

For the first time in recent years,
prices for consumer goods and living
costs generally, and wages, appear
to be stabilized at levels likely to
hold through the first half of 1950
and probably through the entire
year,

Including refunds of veterans’ in-
surance premiums payable early in
the year,economists estimate national
income for the first half of 1950 at
an annual rate of about $217 billion;
close to the records established in
1948 and 1949. o

In summary, I believe retail sales
volume during 1950 will exceed that
of 1949,

Bernard F, Gimbel

E. F. GOSSETT

Chairman of the Board, South Texas National Bank,
Houston

The Texas Gulf Coast, probably the most talked-about
region in- America today by reason of its industrial
growth in the past 10 years, presents encouraging pros=
pects for continuing development in the future.

Approximately $1 billion in chem-,
ical “plant investment has been
poured into the.coastal area from
Brownsville, Texas, to Lake Charles,

! Louisiana, since 1939, about half of

.this total coming in the period 1939+

1945, the remainder since 1945. Since

the end of World War II, chemical

plant investments in.the Houston-

Texas City area alone exceed $227

million. .

We expect the pace of chemical
development to slow down, but nev-
ertheless we believe there will be
substantial plant construction in the
years immediately ahead to utilize
the abundance of raw materials in
the area. )

Heavy industry in Houston has

made satisfying progress since the war’s end. Latest
announcement is that A. O. Smith Corp. will build a
$5 million large-diameter pipe-making mill in Houston.

E.F. Gossctt

" electrical utilities.

‘power

Industrial and commercial construction in Houston totals -
more than $400 million since the war’s end.

Business in general is ‘holding up very well in the
Houston area, with most indices comparing quite favor-
ably with those in other areas of the nation. Tonnage
and value of cargoes through Port Houston are at all-
time highs. Housing construction continues brisk to
meet demands of an expanding population, even though
about 50,000 units have been built in the Houston metro-
politan area since mid-1945.

Bank deposits in Houston are holding at a peak of
just cver $1 billion. Demand for commercial loans con-
tinues unabated, but, in common with other bankers in
this area, we are watching our credits with care and -
caution.

We share the view of Houston business and industrial
leaders that the first six months of 1950 should be good
business-wise, and we also share their view that the
long-range prospects for Houston and the Texas Gulf
Coast are among the brightest in the nation.

WILLIAM L. GREGORY
President, Easton-Taylor Trust Company, St. Louis, Mo.

During 1950, the American economy will, of necessity,
place more reliance on efficient production, on com-
petent management, and much more aggressive sales
development as we more nearly approach a competitive

' and normal business period. We can-
not be free from factors beyond the
control of the individual business-
man, and defense programs will un-
doubtedly add to other inflationary
tendencies which should give us a
higher level of business in 1950 than
we had in 1949,

1950 should be another very good
year for American business and the
inflationary tendency will not be
excessively destructive during the
period.  Price levels should hold
fairly well — but, of course, with a
disposition for downward adjustment
in farm produce. We may hope for
more intelligent and friendlier ad-
justments between the various parts
) of the economy, particularly labor
and industrial management.

A. E. GRAUER
President, British Columbia Electric Railway Co., Ltd.
The 1950 outlook for electrical utilities in the United

William L. Gregory

- States and Canada is good.

From a net earnings point of view, several factors com-
bine to make 1950 promising. The improvement in gen-
eral ,business conditions which
marked the latter part'of 1949 should
extend well into 1950, and this will

increase the gross revenues of
The availability
of electrical appliances of all types
and the easier situation respecting
supply over | most of the
continent, permitting promotional
sales campaigns, will' also work to
this end. Costs, on the other hand,
should be more stable than for any
year since the end of the war. There"
should therefore be less of a squeeze
from the cost side.

With 1950 forecast, as a year of
high business activity generally, it
should be another year of heavy
capital expenditures by electrical
utilities. During the immediate postwar years, almost
all electrical utilities were pressed by a condition of
abnormally low surplus capacity as the result of the war,
and an unexpected and sustained increase in. electrical
demand. Capital programs were therefore quite gen-
erally “emergency” programs, involving the necessity of
catching up with the past as well as meeting the present-
and anticipating the future. With some important areas
excepted, like the Pacific North-West in the United
States and Ontario in Canada, 1950 should sece the end
of this “emergency” period. As against some of its im=-
mediate predecessors, it will be a year of more orderly
capital development and better control of costs.

The financing of the huge postwar capital program of
the electrical industry, which caused wide-spread con-
cern at the beginning, has so far been accomplished re=-
markably well, and 1950 should, if anything, be an
easier financing year than 1948 and 1949.

Nevertheless, it is most desirable that action be taken
to make financing by junior securities easier. Important
sources of capital funds like life insurance companies
state that governmental regulations prevent them from
becoming more significant purchasers of common stocks
and preferred shares. If North America is going to be
kept an “enterprise” area, this is a field which warrants
the most careful thought, followed by action, of all
concern. ' '

An interesting development in this connection is legis-
Jation passed by the last Canadian Parliament. Canadian
holders of preferred and ordinary shares are now al-
lowed a 10% tax credit on dividends from these shares in

i

A. E. Grauer
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computing their personal income tax. This credit is
some 1ecognition of the onerous doukle taxation that
‘exists in 'both the United States and ‘Canada through
taxing the same income in-the hands -of a -corporation
‘and again in the hands of the individval-after it has been
distributed as dividends. 'The main purpose of the Ca-
nadian legislation is, however, to stimulate more “risk
capital” investment by making the purchase -of junior
securities more attractive.

Fundamentally, the electrical industry is in good shape
and 1950 should certainly he well abeve the average
year. The major disturbing factor is the fear by some
that there will be an active promotion of a situation
which allows -one set of rules for an electrical utility in
private hands, -and a much -easier set of rules for an
electrical utility in public hands, .If this occurs for ‘the
electrical industry, there is no reason why it should not
happen to any other industry.

GEORGE ‘GUND
President, The Cleveland Trust Cempany

As we enter 1950, the prospects are {that business for
the new year will ‘be reasonably good. Probably the
total volume of goods and services produced in 1950 will
not differ very much from that of 1949, which turned
wout to ‘be better than many persons
expected at-the beginning of 1949.

“There ave some disturbing under-
1ying factors, “however; which may i
mnot have much mnoticeable ‘influence ‘1
in 1950 but which have most serious
implications for-later years. These
factors_arise from the trend of gov-
ernment policies.’ " o

One of these is“the continual pres-
sure ‘for more government control
-over the economy. 1t is evident in
the demeands for more government -
power projects, more control over
“farm ‘crovs, more direction of indus- |
“try through government loans .and
<capital. Tt is evident in the bill in-
troduced into Congress ‘last July,
«called the Economic Expansion Act
of 1949, which provides for new government interven-
tion in our private ‘enierprise system, together with
new Federal spending and lending. We are turning

Y

‘George Gund

October 29, 1949

away from a system which has brought us the highest
living-standard in all. history, -and are.drifting toward
a system of siate control over the individual which .is
completely foreign to the true and fundamental Ameri-
can ideals of individual freedom and self-reliance,

. .Another serious development is the return to Federal
deficit spending, This might somewhat be defended.on
emergency grounds if business were badly depressed,
but it is hard to find any possible exeuse for it in periods
of above-normal business such as we have been having.
As pointed out in the Cleveland Trust Co.'s Business
Bulletin for December, if the budget is not balanced
when business is good, then when is it to be balanced?
Government officials have implied recently that budget-
balancing is secondary to what the government con-
ceives to be the general welfare. If that is so, one may
as well conclude that it .is perfectly reasonable for an
individual to spend steadily more than his income, be-
cause .all the things for which he is spending seems :s0
important .that he cannot dispense with any of them.

. Clearly, a continual excess of Federal expvenditures:
over receipts will eventually lead to more inflation.

Every American worker ought 1o be truly concerned
about the ‘future purchasing power -of “his hard-earned:
dollar. ‘And he ought also to be vociferously concerned
with the large savings which could be made merely by
getting rid of the:/inefficiency, waste, incompetence, and
extravagance in the. operations of the Federal bureauc-:
racy, all, of which . is mow a matter .of public.record.

In- 1857 ‘Lord Macauley made some gloomy but re-’
markably apt predietions ebeut the United States-in the

- twentieth ‘century.-He fearced that in -adversity we weuld

do-things which would prevent -prosperity; that spoli-
ation ‘would increase -distress; and -that distress.would
produee fresh -spoliation. He -said further - that “when’
goeiety “has -entered on -this downward progress either
civilization or liberty must perish:” :‘And ‘he concluded-
that. “either some. Caesar, or. Napoleon will seize the reins
of government with a strong hand, or your Republic will
be as fearfully plundered :and:laid waste by barbarians
in the twentieth century .as the  Reman Empire. was rin
the fifth; with this difference, that the Huns.and Van-.
dals who ravaged ihe Roman Empire came from with--
out, ani that your Huns and Vandals will have engen-"
dered within your country by your own .institutions.”

- Most -Americans - will ‘instinctively repudiate these
dismal forecasts. Yet they give us pause, and we should:
ask -ourselves whether we are really asserting our-
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selves as vigorously as we should to help prevent these
forecasts comiug true. g

HUGH C. GRUWELL

President, First National Bank of Arizona

" Like the years preceding it since the close of the war,
we come to 1950 faced 'with a perplexity of world con-
ditions which make obligatory and utmost exercise of
sober judgment and prudent thought. The gravest -of-
these many imponderables is, of
coarse, the possibility of aggressive'
policies by other nations. Other -
factors which will affect American
business in 1950 could be continued:
disturbances in the field of labor and *
speculative variation in commodity s
prices.

However, conditions abroad may
begin to resolve themselves . and
labor and management attain -a
degree of understanding, Thus, it
- would appear that the first half.ef
1950, with its accent on sharpened -
merchandising and more thoughtful ;
long-range business policies, ,should r
be .a period fully as good, business- ,
wise, as during 1949. The latter -half .
: - 01,1950 will improve or retrograde in .
proportion to the policies established by business, man~ *
agement and labor. It will also .be affected by the .
energy and realism with which our manufactured proc- .
ucts arve distributed, .abroad. Therefore, .granted ‘that .
business becomes ;realistic in its appreach to censumer )
problems, and the world continues increasingly free from |
threats of armexl «disturbances, then the second half of
1850 .should .also be productive and .profitable,

The :State -of Arizona continues to be an especially
favored area. It is still very short-of its ultimate growth
in population and development. That development- is -
contingent, in :a large measure,on freer access to water
for ‘irrigation projects—a .subject which has aechieved -
national attention-and which is now before the Congress -
of the United States for action. The future -of this State,
in the reaims of agriculture and cattle raising, -is tied -
closely .to:a- sufficiency -of water, It is earnestly -hoped -
by all thoughtful citizens of the commonwealth, that -

Continued on page 44°

Hugh C. Gruwell
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Tkis illustration .and letter are taken from a
folder semt to the 55,449 stockholders of
Wisconsin Electric Power Company.

To OUR STOCKHOLDERS:

Today we are mailing the 200th
consecutive quarterly -dividend-check
to holders of .our Six Per Cent ‘Pre-
ferred ‘Capital - Stock..

Whether - you hold. shares of that
issue or -of -other issues -of -our stock,
I am sure you will be interested in
this occasion because it serves to em-
phasize the:stability of our Company
and -our business, '

In addition -to having paid divi-
dends ‘quarterly without interruption
-for 50 years on ‘the non-callable 6%

_ preferred -stock, the Company paid
dividends regularly on other issues of
preferred stock formerly outstanding
and has paid regular quarterly-divi-

dends on the currently outstanding -

Serial Preferred Stock, 3.60% Seties,
since date of issue. Common Stock of
this Company was first issued to the
public in May, 1940, and dividends
on such stock have been paid .each
year since that date.
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As of September, 1949, the Com-
pany had 1,134 holders of : the Non-
callable Six Per Cent Preferred Stock,
11,473 holders of- the 3:60% Serial
Preferred Stock and 42,842 Common
Stockholders, ‘located principally in
Wisconsin - but ialso in every other
state in the Union. In a circular offer-
ing some of the shares of the Six Per

-Cent Stock for sale in 1901, William

Nelson' Cromwell, then President of
the Company, reported the popula-
tion -of Milwaukee and tributary terri-
tory to be "350,000, and gross earn-
ings of the Company for 1900 as
$2,204,536 which censisted princi-
pally of transportation - department
revenues. In ‘concluding his state-
ment, Mr. ‘Cromwell predicted con-
tinued growth ‘of ‘the ‘Company’s
business.

How right he was! Population of
the area served by the Company now
is 985,000, and operating revenues

for 1948 were $45,393,061, derived

from electric and heating operations
and not including revenues of the
transportation subsidiary :amounting
to '$17,080,383. .

Startling, too, are other ‘compati-
sons, When the Company was formed,
it had two power plants with a com-
bined generating capacity of about
4,150 kilowatts; now we have five
plants with a combined capacity of
731,500 kilowatts and an 80,000 kilo-
watt unit under construction. Electric
output for 1900 was.24,095,961 kilo-
watt hours, -and for ‘the 12 menths

ended August 31, 1949, it was

3,089,015,401 kilowatt hours, or 128

times as -great. ‘Records do not show -
the number of customers at the.turn -

of the century, but at the end of 1910
there were 12,151 as compared with
293,622 as of last August 31.

In 1941.the subsidiaries, Wiscon-
sin Gas & Electric'Company and Wis-
consin Michigan Power Company,

were acquired, substantially extend-
ing the scope of the Company’s activ-
ities. Results of their operations and
of ‘those of The Milwaukee Electric
Railway & Transport Company, or-
:ganized in 1938 to take over the Com-
pany's transportation business, are in-
cluded in our annual reports, as you
no doubt have noted.

In the last 20 years our Company
has increased its generating capacity
from 285,400 kilowatts to 731,500
kilowatts and has neatly trebled its
output of €lectricity, to cite only two
instances of its growth and progress.

T'm sure you feel.as I do, that it's
most gratifying to be part of an in-
dustry and member -of a' company
whose record of achievement has
been so fine and whose outlook is
$0 ‘encouraging.

Respectfully yours,

G. W. VAN DERZEE
President

SP-6A.50
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national ‘action favorable to the State will insure for all
time the essential productivity of cotten, foodstuffs and
feed for cattle.

Arizona contains much of interest to light industry in
the way of climate; favorable power rates and a highly
qualified ‘labor ‘pool. “Much - effort to attract such-in-
dustries-is being expended by State and private agencies,
and the result in 1949 gives confidence to such groups for
progress in 1950.

This bank, which was established .in 1881 and is the
oldest national bank in the State, has seen Arizona
grow from primitive beginnings to be ‘the hub of a
thriving, throbbing Southwest. The vision of the pioneer

- yemains with us, who have fallen heir to their courage

and imagination. We expect the State to continue its
growth and to play our own part in that expansion.

; LEWIS G. HARRIMAN

' President, Manufacturers and Traders Trust Company,
' Buffalo, N, Y,

In December, the Treasury engaged in a major financ-
ing operation. Some ten billions of called ‘and .maturing

United States obligations were refunded with one-year,

1% 9% -certiticetes of indebtedness and four and one-
quarter year 1% % Treasury notes.

The terrns of these issues squared

with -expectations and with the ex-

isting market, and except for the un- -

usual .size of the financing, it was

foutine -and orthodox. It must be

accepted-that ‘this operation put the

Administration's stamp of- approval

on the current money rate pattern

and set-the pace for 1950. This being

the case, the commercial banker

cannot -hope to find greater latitude

for earnings from loans, invest-

ments and mortgages than existed

in 1948. Nor is any . appreciable

chaage ' in deposit levels visible in

the next 12 ‘months. It seems to be “

in the political scheme of things
that morey will remain.cheap and
plentiful, that deficit financing will continue to under-
write full employment, farm income and the ever in-
creasing outlay for the so-culled welfare benefits. De-
posits locally and nationally may rise a bit during the
year, bul we should experience no decrease in earnings
assets.

This would indicate no great change in the trend of
bank earnings, and that increases, if any, must come
from a decision to lengthen the average maturity of the
investment portfolio and from more efficiency and econ-
omy of operation. In most banks there is some latitude
here but it is limited. 'The trend of bank operating costs
has been upward since the war largely as a consequence
of wage and salary adjustments, but has reached a point
of some stabilization in the past 12 months. Banks gen-
-erally are now actively and successfully engaged in pro-
grams to cut costs, increase efficiency and expand profit-
able services. This should be reflected in some increase
in net earnings but no major change can be expected
g0 long as money rates and deposit levels remain steady.
. The basic condition, strength and integrity of the
banking system is.eminently satisfactory. Banks have
never been in better position to meet depositor demands
and- borrower requirements. Investment portfolios are
largely confined to U. S. Government bonds and diversi-
fied maturities, loans are sound and current and mort-
gages, if any, are subject to regular and systematic
amortization. Reserves are ample. It is difficult to con-
ceive any condition or circumstance that will impair the
soundness of the structure:

Lewis G. Harriman

H. FREDER!CK HAGEMANN, JR.
President, Rockland-Atlas National Bank of Boston

Over {our full years have elapsed since the close of
the War. All wartime scarcities are things of the past,
and the pipelines of industry, except perhaps in the case
of steel, are now well {illed. Last spring business under-

went - a. considerable contraction
~ due fo a general desire to curtail
irventories, but in recent months we
; - have had very good business as com-
panies have moved to restore in-
ventories up to more normal levels.
Early in 1949, as inflationary pres-
sure ‘subsided, the Federal Reserve

and the Treasury took steps to ease

money rates.

One of our present economic
problems centers around surpluses
rather than shortages, and as I view
the outlook for 1950 I do not expect
any appreciable increase in loans or
a tightening of money rates. Due to
the fact that the Government will
undoubtedly operate’ at a deficit
again next year, it seems reasonable
to believe that the deposit level will be somewhat higher
by year-end. However, I doubt if the income derived
from any such increase in deposits will be sufficient to
completely offset the loss of income which banks will

H. F. Hagemann, Jr.

.incur- through -their higher' coupon bonds being called

or maturing: in 1950, I do not think there will be any
substantial change in bank expenses. As a result, I do
not anticipate ‘any appreciable change in the level of
bank earnings. ¥

In view of the fact that many nations of the world
spent almost six years, and we ourselves almost four
years, in the vigorous prosecution of a war that. de-
stroyed hundreds  of hillions of ~dollars worth of eco-
nomic values, it is'hard for me to believe that we shall
not at some time in the future have to pay for this
through a rduced 'standard of living. All imajor wars
to. date have been followed by depressions, and the
burden of proof, it seems to me, rests with these who
claim that we are going to be able to avoid.a serious
and. major re-adjustment as a result of the past war.
All bankers, while they owe a duty to their communities
for the financing of local business and to their stock-
holders for reasonable earnings, must be mindful of
the fact that their primary responsibility is to maintain.
the safety of the funds entrusted to them by their de-
positors.

It seems to me that a small but increasing segment
of ‘the population is becoming alarmed at the dangers
of our Government'’s operating on an unbalanced budget
at a time when business is at or near a record peacetime
level. Some affirmative action on the part of the Ad-
ministration to-correct this in ‘1950 seems-essential to
avoid an impairment of Government credit and to main-
tain the long-range purchasing power of the dollar.

In .addition to their normal bank operations during
1950, bankers should renew and intensify their efferts
to teach the ABC’s of economics through their customers
and try to re-instill in them their responsibilities as
citizens. It would appear that only through an educa-
tional program -at the grass roots can a demand for

economy be developed.

WALTER S. HALLANAN
President, Plymouth Oil Company

As the American oil industry enters 1950, it is faced
with the most critical problems of its entire history. Ex-
panding world production at the same time that Ameri-
can markets are contracting, constitutes the most seri-
ous threat to the industry, but there
are many other difficulties of the
most serious nature. Some of these

_are the rising costs of operation, the

necessity of drilling to grealer
depths in order to discover and de-
velop new reserves, and the politi-
cal pressures for governmental con-
trols over the industry, which so far
have been thwarted by the success
of the peace-time co-operative efiort
between the petroleum industry and
govercment 2s effectuated through
the National Petroleum Council.

0il is the “Number One” essential
of both war and peace, and, as such,
it is inseparably linked with the col-
lective destiny of the American peo-
ple. Its problems are national in
scope and involve the security of the country and the
continuation of our high level of productivity. ‘They. de-
mand the serious attention and consideration of all
citizens. .

To paraphrase an old political axiom, it.is certainly
true that “as oil goes, so goes .America.” The recent
simultaneous strikes in the steel and coal industries
caused thoughtful persons to ponder the effects' of a
complete shutdown of the oil industry. Even with the
production of -two such prime cssentials. as sleel .and
coal halted for several weeks, the economy of ‘the coun-
try managed tc limp along, but' we all know that if the
oil productive facilities of the country were brought to
a standstill, chaos would ensuc. We must be on guard
that no .one man or group ever obtains' the power to
bring such a calamity to America.

World oil production is expanding more rapidly than
consumptive capacity. The markets of the American oil
producer have contracted to a much greater degree than
is represented by-the difference between world produc-
tion and consumption. ‘This is because foreign produc-
tion has not only taken over most of the American ex-
port market but has also displaced American-oil in the
American market. -As production abroad has increased
by leaps and bounds, our own domestic production has
been sharply curtailed in: order to accommodate the
flood of imports.

While statesmanship within the industry can go a long
way toward restoring equilibrium and confidence to the
domestic producer and refiner, it-cannot be overlooked
that many of the industry’s troubles grow out of cir-

W. S. Hallanan

. cumstances beyond its control. Fo a considerable degree,

the industry is at the merey of those who negotiate. in-
ternational trade, monetary and other economic agree-
ments. However, the indusiry can do much towards a
solution of these momentous questions if it-develops a
high order of statesmanship, especially among those re-
sponsible for the record-breaking and ever-increasing
importations of crude oil and products.

Although it is true that the American oil picture at

the beginning of 1950 is less bright and more uncertain
than at any time since the close of the war, we find en-
couragement in the reccllection that the outlook has
been very dark at many times in the past. We know
that the same kind of broad-gauged leadership and reso-

lute courage that surmounted these crises of days gone
by can restore confidence -and balance o the confused
picture of today. The industry has a public responsibil-
ity to develop and assert such leadership. It has never
shirked any of. its obligations. to the American' people,
and it cannot afford to do so now. . i

B. E. HENDERSON

- President, Household Finance Corporation

The year 1949 has provided consumer finance cam-
panies with .the greatest volume of business in their
history. This. business has been conducted at a.‘s.atls-
factory rate of net profit, in spite of the significant
growth .in operating” costs in recent . ‘ B
years.. The favorable volume of busi- -
ness can " be attributed to three.
factors: (1) the high level of business -
generally throughout . ‘the - United

. States and .Canada;  (2) an increas-

ing recognition .of the advantages of
the constructive use of credit; and
(3) management which has sought
aggressively 1o 'serve the consumer
effectively: There is ‘every reason to
believe that 1950 will: also prove to
be a very. good year for consumer
finance companies -‘generally, ' pos-
sibly  exceeding in volume the year
1949.

Contrary to general opinion, it is
an axiom that the consumer lending
business is good ' when business in )
general is good. When business is active and people are
employed at good rates of pay, they are willing and able
to obligate themselves to repay on an instalment basis
the money which they need to meet emergencies. This
is conducive to a high volume of applications for loans,
to the granting of loans to a high proportion of appli-
cants, and to a steady volume of repayments from cus-
tomers. When people have misgivings with respect to
their future employment or are unemployed they are
neither desirous of assuming obligations to be repaid
over a period of time nor are they in a favorable posi-
tion to assume such obligations. In view of the high
level of general business activity in 1949, it is not sur-
prising that it was a good year for consumer finance
companies. So far as can be foreseen, 1950 will also be
a year of high activity in business. '

Consumer finance coinpanies serve the public under
the provisions of the Small Loan Laws, originally recom-
mended by the Russell Sage Foundation over 30 years
ago, in order to provide wage-earners with 'adequate
credit at reasonable rates of charge. Suitable laws have
been adopted in over 30 states. Those laws generally
provide for the licensing of lenders after a strict exami-
nation .of fitness, character, and financial responsibility
and for continucus supervision of such licensees. They

Byrd E. Henderson

. also set.a maximum rate of charge. Such laws originally

covered loans up to a maximum of $300. Economic con-
ditions have changed greatly, of course, since 1916.. The
higher price levels and wage levels and the more gen-
eral acceptance of the use of all forms of .consutaer
credit have resulted “in a'demand for larger loans than
formerly.

In recent years,.a nuinber of states have amended the
Small Loan Laws in order to- enable consumer finance
companies to serve the public better. In 1949. New York
and Connecticut increased ‘the size of loans subject to
the regulation -of the small loan’'law fror $300 to $500.
In addition, small loan laws now provide for-larger loans
in Canada ($500) and in eight other states: California
($5,000); IHinois ($500); Michigan ($500); Nebraska
($1,000); New Jersey .($500); - New Mexico ($500); Ohio
($1,000); and Washington ($500). In-a number of other
states, Household makes loans up to $1,000 under other
legislation. - )

It is'to be hoped that.additional. states will provide
legislation which will give their citizens the -benefit of
the services. of consumer finance .companies regulated
in ‘the ‘public interest. In six states, (Kansas, Missouri,
Montana, North Dakota, South Carolina, and South

‘Dakota) there is no- effective regulation of loans made

to consumers. In a number. of additional states (Ala-
bama, Arkansas, 'Georgia, ‘Mississippi, North.Carolina,
Tennessee, Texas, and Wyoming). and in the District of
Columbia, the -small loan laws which exist must be con-
sidered seriously defective so that.ihey are ineffective
in providing adequate service -at reasonable rates to
consumers.

1t is also hoped that the trend of recent years toward
increasing the maximum amount of loans subject to

‘state regulation will continue. This will permit con-

sumer finance companies to serve wage-earners more
effectively and will provide regulation in the public in-
terest on loans of the larger amounts.

Consumer finance companics have sought to serve
consumers better by providing services conveniently ac-
cessible through branch offices. During the past ycar
our Company has opened additional cffices in order to
provide more convenient service to a greater number. of
customers. At the end of the year, we were serving
over one million customers in 490 offices in the United.
States and. Canada. . These- offices. were. located in~29
states and eight.provinces: of Canada. The'average

Continued on page 46
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Laclede Gas Light

. The introduction of straight natural gas last May allowed
Laclede to lift restrictions imposed earlier upon new house-heating
business, and since then 25,000 new house-heating customers have
been accepted, practically doubling the total number. With satura-
tion now only about 16 to 20%, the company expects to add another
50,000 such customers during the current year. Also, 5,600 to 6!000
new homes are beinz built annually in the St. Louis melropolitan
area, and the company expects to get the house-heating business
from most of these homes. Gas at present has the advantage over
coal and oil. In the St. Louis area there is at present only one
grade of coal selling cheaper than natural gas; and, to compete with
Laclede’s natural gas rates, No. 3 fuel house-heating oil would
have to sell at 8% cents per gallon, compared with the present
price of 11 cents and more.

i Laclede’s. water-gas plants will now be converted to the manu-
facture of high BTU oil-gas, for stand-by purposes in case of
failure of pipeline deliveries, and for use with peak loads. The

«coke oven .plant will be retained as long as coke production is
profitable, which depends largely on the production rate of the
steel industry; if it becomes unprofitable, Laclede may sell the
plant. It is carried on the books at $3.5 million, and the deprecia-
‘tion charge against it is not stated; while sale proceeds might
not. cover book value, the Missouri Public Service: Commission
might permit the company to write oif the balance by charges to
«earnings, t

.~ The depreciation reserve of St. Louis County Gas Co., when
that company was taken over by Laclede several years ago, was
adequate, but Laclede’s own reserve is probably too small, and
1he annual charges for retirement might also be considered some-
what on the low side. The company is studying this problem, and
hopes to arrive at some future solution. Since Laclede sells all its
gas - directly to consumers, it appears unlikely that the recent
decision of the Supreme Court in the East Ohio Gas case will
subject the company to FPC review of accounting policies.

Conversion of the system to straight natural gas cost $2,400,000
or about $8 per meter, which is the lowest conversion cost known
thus far in the industry. (It compares with $12 to $14 per meter
in the case of Baltimore.) Laclede was fortunate in being able
to profit from the conversion experiences of Washington and other
cities. . Conversion costs will be zmortized at the rate of about
$200,000 annually, the company being permitted by the Missouri
Commission to charge a corresponding amount to customers. They
‘hope to accelerate the write-off, and thereby reduce any future
pressure for rate cuts.

.Laclede’s capital structure consists of $25.5 million 1st 3l%s
of 1965, a little over $6 million convertible sinking fund debentures
due 1963, $4 million notes and about 2.4 million shares of common
stock. The bonds are'rated Baa by Moody and the debentures Ba.
The company would like to refund its debt, but it would seem
desirable first to obtain revision of the bond ratings as reflecting
.Ahe improving credit position. In the meantime, the company
must  finance its expansion program which will require some
$15-20 million over the next two or three years. In the current
fiscal year ending Sept. 30, about $8 million will be needed, of
which only about $2 million will have to be financed (another $2
million is covered by a bank loan),

. Tentatively, the company plans to offer preferred stock, and
st the annual meeting Jan. 26. it will seek authorization by 75%
of stockholders for a new issue of $12 million preferred. A portion
of -this amount might then be sold, probably with a dividend rate
around. 5%, to pay for current construction and perhaps reduce
1ihe bank loan. The company is anxious to obtain proxies for this
meeting in order to insure a favorakle vote on the preferred stock
issue, since further debt financing seems inadvisable and common
stock financing should also be deferred until a more generous
dividend policy can. be adopted. At present the dividend rate is
Z0 cents compared with share earnings of 84 cents in the 1949
fiscal year.

Wall Street studies of Laclede Gas, issued from time to time,
‘have forecast a substantial increase in share earnings when the2
‘company should e fully converted to natural gas and could
obtain the full benefits of the potential house-heating load. White,
‘Weld & Co., for example, in a circular issued March 15, 1945,
stated: “It is probable that earnings in 1951 and 1952 will not
,exceed $1.25 to $1.40 per share on the present number of shares
outstanding and 90 cents-to $1.05 assuming complete conversion
of--the - debéntures.”” While Laclede officials seem reluctant to
forecast future earnings,-these ecstimates were perhaps slightly
‘over-optimistic. The present $200,000 annual amortization charge
(covering the charge of conversion) is equivalent to only about
‘8 cents per share before taxes, but the amount might be stepped
up as operating earnings improve. There are also some rate un-
certainties, and house-heating earnings will be subject to fluctuation
with weather conditions. In any event, it appears likely that the
conservative 20-cent dividend policy will continue until the com-
rany has completed its 1950 financing program and reduced its
Lank loan,

The stock is currently selling at 67% (1949-50 range 8-47%).
.and the debentures, which are convertible into 160 shares, are
at 116 (range 126%-10734). Conversion parity i§ about 110. The
aurrctntlyield on the depentures is about 3.9% against 2.9% on

he stock.

Carleton A. Curtis With
Pflueger & Baerwald

(Special to THE FINANCIAL CHRONICLE)

Witk Edw. M. Bradley

(Special to THE FINANCIAL CHRONICLE)

NEW HAVEN, CONN.—Vincent

. SAN. FRANCISCO, CALIF.—
Carleton A. Curtis has become
associated with Pflueger & Baer-
wald, Mills Bldg. In the past he
‘was a partner in Coons, Milton &

,p.o') 1ra, ) §a

R

K. Garland is now associated with
Edward M. Bradley & Co., Inc.,
215. Church Street, members of
the Boston Stock Exchange, He
was - previously with Gaynor,
Clemence & Co., Inc. S Bt

San Ffan; Enalysts
Com. Appsintments

SAN FRANCISCO, CALIF.—
Richard - W. Lambourne, Presi-
dent of the Security Analysts of
San Francisco, has announced the
fcilowing appointments to Stand-
ing Committees for the current
yeasr:

Program Committee: Earl Rich-
arcs, Dean Witter & Co., Chair-
man; John R. Beckett, Blyth &
Co.: Adelbert Wolff, Brush Slo-
cuinb & Co; Stanley Dickover,
Eilworthy & Co; .Charles C.
Clarke, Davis. Skaggs & Cc.

Membership Committee: Her-
bert Drake, Anglo-California Na-
tional Bank of San Francisco,
Chairman; James Shoemaker,
Schwabacher & Co.; J. Louis
Agaew, First California Co,

Public Relations Committee:
J. C. Schick, San Francisco Stock
Exchange, Chairman; Thomas J.
Tasso, Walston, Hoffman & Good-
win; William F. Held, J. S.
Strauss & Co.

Publications Committee: Lewis
B. Reynolds, Walker’s Manual,
Chairman; Philip J. Fitzgerald,
Dean Witter & Co.; Robert F.
Mulvaney, Irving Lundborg & Co.

Entertainment Committee: Mor-
ten A. Hocker; Bank .of Califor-
nia N. A,, Chairman; Laurence G
Diserig, Bergues-& Co.; John G,
Eidell, Shuman, Agnew & Co.

Auditing Committee: Carl
Blank, A. G. Becker & Co., Chair«
ran; Dan Berg, Stone & Young+
berg. i

With F. L. Putnam & Co.’

(Special to Tur FINANCIAL CHRONICLE)

BOSTON, MASS.—George W,
Hemenway is affiliated with F. L,
Putnam & Co., Inc,, 77 Franklin
Street, members of the Boston
Stock Exchange. "

% Indicates Santa Fe
Traffic Office

shipments.

~—Indicates principél Santa Fe Rail Lines

Santa Fe Traffic Offices
are conveniently located to
serve freight shippers in all

parts of the nation

Wherever you are located in the United
States, Canada or Mexico, there is a
SantaFe freight representative assigned
to your locality and at your service.

Each traffic office has direct commu-
nication by telephone or teletype with.
other Santa Fe offices, and are fully
equipped to give you promptly the
information and service you want.

Santa Fe freight men know their
business. They know your territory
and ours—and your local freight prob-
lems, too. Because these men believe
in giving service, you will find it worth
while to call them about your freight

Look over this listing of traffic offices
and call the one nearest you for friend-
ly, helpful Santa Fe service.

SHIP via
Santa Fe all the way

F. H. Rockwell, Gen. Freight Traffic Manager

- NATIONWIDE
SERVICE

for Santa Fe Shippers

Santa Fe Traffic Office Centers

Albuquerque, N. M.

Colorado Springs, Colo.

New York City, N, Y.
Oklahoma City, Okla.

« Philadelphia, Pa.

San Bernardino, Cal.

Amarillo, Tex.
Atchison, Kan.
Atlanta, Ga.
Bakersfield, Cal.
Beaumont, Tex.
Boston, Mass.
Buffalo, N. Y.
Chanute, Kan,
Chicago, Il
Cincinnati, O.
Cleveland, O.

Dallas, Tex.
Denver, Colo.
Des Moines, la.
Detroit, Mich.
El Paso, Tex.

" 'Flagstdff, Ariz.
Fort Madison, la.
Fort Worth, Tex.
Fresno, Cal.
Galveston, Tex.
Houston, ' Tex.
Hutchinson, Kan.
Indianapolis, Ind.
Kansas City, Mo.
leavenworth, Kan,
Long Beach, Cal.
Los Angeles, Cal.
Lubbock, Tex.
Mexico City, Mex.
Milwavkee, Wis,
Minneapolis, Minn.
Monterrey, Mex,
New Orleans, La.

Oakland, Cal.
Peoria, lI.

Phoenix, Ariz.
Pittsburgh, Pa.
Portland, Ore.
Pueblo, Colo.
St. Joseph, Mo.
St. louis, Mo.
Sacramento, Cal.
Salt Lake City, Utah
San Angelo, Tex.
San Antonio, Tex,

San Diego, Cal.
San Francisco, Cal.
San Jose, Cal.
Santa Barbara, Cal.
Santa Rosa, Cal.
Seattle, Wash.
Stockton, Cal.
Temple, Tex.
Topeka, Kans.
Tulsa, Okla.
Washington, D. C.
Wichita, Kans.
Wichita Falls, Tex.

|
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Business and Finance Speaks After the

smount of such loans was approximately $250. The
doHar amount lent totaled over $350 million, the largest
‘aanual volume in our history. .
Borrowers used the proceeds of these loans a con-
siderable part to retire an equivalent amount: of - debt
which already existed. Before these peoplée came to us,
they had become or were about to .become indebted to
professional men. merchants, lanalords; and qther' (;red—
“itors who preferred not to pestpene receipt of the
amount due. t
single loan with us for the purpose of p.aymg‘.off s.uch
‘creditors, our cus:iomers refunded their obligations into
a form which gave them time to budget themselves out
‘o debt: | ) .
Our company will grow during the coming year, pri-
'imarily to the extent that 1t serves the public better
through more offices conveniently located throughout
'the various states and provinces of Canada. !

ERNEST HENDERSON:
President, Sheraton: Corporation of America:

t

The outlook for profits in the Hotel Industry during

11050 would not seem to be as clear from recent indica-
tions as was the case in the preceding four or five years:
Hotel earnings reached their peak in 1946 and have reg-
tictered a mild decline in subsequent years.
" Although' room occupancy and' rooiy sales. have re-
imained at a high level, beverage salesrl lﬂra_ve .bem
‘dropping appreciably from year to year, ‘indicating a
‘reduction in
indication that this trend, which has been cornsistent for'
the last three or four years; will not continue in 1950.
' The real difficulty facing hotel managements is not so
‘much a lack of sales, however, as increased wage scales.
‘The rate of wages paid hotel employees has: gone up:
‘considerably more than 100% since 1939! However, total
‘payrolls have not increased in this propertien, as' man-
‘agements have in many instances been able to-offset
the increased rate through reductions im the number of’
‘employees as the result of payroll studies; job analyses;
and introduction of labor saving equipment.

In the past the Hotel Industry, a sensitive barometer
of general business, has reflected—with a lag of not over
three or four weecks—any sustained change in' the level
‘of security prices. Although the recent vitality of the
-stock market has not yet made itself felt either in room
occupancy or overall hotel sales, there is every indica-
tion that demand for hotel rooms and services will rise
in the immediate future, in response to ‘the; recent
strength in security markets. Whether the Hotel In-
dustry as a whole will enjoy a suceessful year in 1950,
‘however, depends largely on the ability of hotel man-
‘agements to offset recent wage increases with. corre-
‘sponding advances in operating: efficiency.

Perhaps the most encouraging’aspect of the hotel busi-

‘ness today is the fact that up to this time hotel reeom-

rates have advanced less than 50% fram the levels in
effect before the war. Considering this advance in
terms of today’s depreciated dellar and accompanying
larger national incomes; hetel rooms: are relatively:
cheaper today than prewar. This low level of roem rates
coupled with expanding population tremds suggest con-
tinued increasing demand for the servieces which hotels:
have to offer. Until such time as the profit levels of
the industry reach a point where new hotel construction
‘becomes advantageous, the industry need  fear little
corapetition. The time when new construction will be-
come general, however, may still be far in the future, as
it is possible today tc purchase existing hotels in most
areas of the country for considerably less than the cost
of building new ones. i

CAREY S. HILL
Chairman of the Board, Hill'Richards & Co:
Ave we in the last half, the last quarter,.or the last'

gighth of our postwar readjustment? This is-an engag-
ing question, because if we are nearly through with the

readjustments that first hit luxury trades, the textiles; .

the amusement business, then com-
modity prices; and resulted in inven-
tory curtailment and in the devalu-
tion of the currencies of many
nations, we can begin to breathe
more - freely and loek ahead to
smoother sailing that we’'ve had. -

Looking back with the jaundiced
eye of an investment banker, we
have been through a year where; in
spite of inflation, people preferred
cash to good common stocks. In
spite of a resumption of Federal
‘deficits and heavy government
gpending and a eontinuation of
shrinking purchasing power oi the
dollar, the common stocks of suc-
cessful American companies sold to
yield from 5% to 10%, while prime
bonds yielded only 234 % to 3% %.

In the investment banking field, a review of 194%
would disclose our major stupidity: the continueus nar-
rowing of spreads in new issues through competitive
bidding—narrowing nearly to the vanishing point.

Like lemmings, we rushed to the sea overbidding,
gverpricing, and underpaying ourselves for the hard

Carey' S. Hill
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In consolidating their obligations into a’

surplus funds for spending. There is no:

work and hazards of underwriting. With fatalistic calm,
we can presently see no solution but to-await our inevi-
table drenching in huge losses, with- the: meager -hope
that somehow bids will then be more temperate and
spreads more adequate.

During. the first half of 1949, stocks. alone seemed™

immune from inflation. Since mid-year; however, prices,
as reflected’ in the Dow-Jones Averages; finally broke
into: new high ground. v

The outlook for underwriters and- distributors of
securities.is better today than at any time since the Fall
of 1948, when the elections knocked out hopes:of a more
conservative government. From Mid-Summer lows, the
stock market by year's end made its best-gains since the
Fall of 1945.

To a firm whose business is a long way from New
York, with only a nominal volume of business from
insurance companies, a firm almost wholly‘ dependent

‘upont sales to private investors, the pickup in demand

that began.in September and swelled to nearly record
preportions in December seems a worthwhile barometer.

What! brought about this improvement in the attitude:
of’ the investor? Probably his fears have been some-
where allayed—the most talked-of depression scheduled

for 1949 was literally talked to death.: More: important;.

however; is:_the gradual awakening of investors: to
eviderice of inflation, the almost day to day reminders:
that our dollars are not what they used to be, and real-
ization: that a $5'% billion current deficit ‘makes: dollars
less attractive than good stocks. 1

Predictions are cheap at this time of year, but if as:
we suspect post-war readjustment is nearly complete,
say seven-eighths complete, then the outlook for 1950 is
excellent for people who bold shares in good'American
companies engaged in bhanking, -ih supplying utility
service; and in producing goods and  machines for the
world. The wide gap between the high yields of stocks
and the low yields of bonds will tend to close,

D. W. HOGAN

President, City National Bank and Trust Company,
Oklahoma City 1

Oklahoma is a part of the Great Southwest and this
section is noted as “Out where the West begins:” = For
the past three years we have been blessed with bounte-
ous: crops of all kinds, which, naturally, developed our
holdings: in live stock and poultry.
With the prevailing favorable prices
for meat animals and all agricul-
tural products, farmers and ranch-
men were encouraged to improve
the seed they were planting and im-
prove the grades in their livestock
and pouliry. Conservation of the soil,
and contour farming with improved
machinery, has brought about almost
unbelievable production.

It the meantime, new oil and gas
developments have taken place and
several new fields have: been dis-
covered,

Caddo County, Oklahoma, on: low
prieed, sandy soil, produced peanuts
that paid the farmers $117 an aecre.
The same county has made a record
cotton: crop of three-quarters of a bale to the acre. It
is interesting to note in this connection that the passing
of horses and mules as farm work stock, with the de-
velopment of farm machinery to take their place, has
revolutionized the production of food and fiber. One
of our' well-to-do farmers planted a 600-acre tract to
native grass with an airplane! )

It now takes from $10,000 to $15,600 to equip a farmer
for mass production, but' one man can now de as much
as ten men did in' the-old way. The saving of soil
production te feed work stock is enormous. With highly
developed' farmt machinery, the dust bowl of the South-
west hag been transformed to produce wheat, kaffir corn,
and other crops by farmers who easily handle a section
of land (640 acres). The mouldboard plow has been
discarded, and-the rolling coulter or disc plow has-taken

Dan w. Hogan, Sr.

_its place. .This method leaves the" stubble and other

growth on the ground which prevents blowing of top soil
and at the same time leaves a proper seed bed. So, by
the ingenuity and energy of our free enterprise system,

.the dust bowl has. been.eliminated and is now occupied

by the “Okies” living in well built homes equipped with
water pumped from deep wells by wind mills or gas
miotors. I have recently returned from a trip through

this section -and know whereof I speak. The Southwest.

not only leoks prosperous but is prosperous. Farmers
and ranchers are well stocked. Their indebtedness is
at low ebb.

George ' S. Benson, President of Harding College,
Search, Arkansas, a native son of Oklahoma, has already
developed a nation-wide educational program to put
down Communism in the U. S., and if other sections' of
this Land.of the Free and Home of the Brave will do
their full part, the worry we have in the Southwest will
be banished.

Our problem at the bank is getting loans. Interest
rates are low. Deposits in banks are high. Building
and loan associations are well supplied with funds. Our
only poor neighbor is our Uncle Sam. He is constantly
asking for “handouts.” Oklahoma paid him $418,000,-

-

Tin:n of thé Year

000 for the fiscal year ending July 1, 1949, and got back
only $120,000,000 Ne, noy we de’t like that! g

W. T. HOLLIDAY
Chairman, The Standard Oil Company (Ohio)

The upward trend in the demand for petroleum prod
ucts; temporarily slowed by abnormally warm: weather,
in the early months of'1949; seems likely to be resumed

in the year ahead. While. thie. rate
g of growth will be less than that of
8. recent years; which reflected the

upsurge of postwar demands, the
the preference for petroleum as an
energy source will require continued
efforts by the industry téo- ncaintain
an adequate flow of products to
consumers. !
All branches of the industry have
played a part in providing: constant~
. 1y higher quality produets to fill the
. needs of consumers. ‘Not only have
- our domestic reserves of crude oil
- been inereased to strengthem our
future poesition. but the refinery
facilities and the transportatiom
network of petroleum pipelines: have
been expanded and improved to new
peaks: of efficiency. and capneity. The industry has been
able to accomplish. these results in large part due to a
level of earnings which provided moest of the required
new capital from internal sources after paying out a
reasonable return to its steckhelders on their invest-
ments. As a resu't; the overall capital structure has
been maintained on a sound and strong basis:

With the post-war: shortages now overcome, a period
of consolidation and adjustment of various operations
within the industry is to be expected. Competition
among the thousands of independent business units in
lthe industry can be relied upon to accomplish such ad-
justments to the benefit of the consumers and the entire
economy. Some have already occurred during 1949,
particularly in lower’ prices to consumers for many
petroleum produets as increased supplies had their
normal economic effect.  Others are likely to occur
during 1950 as the industry reseis its operations to the
new level of demand.

While it is reasonable to expect that the rate of growth
in demand v'ill be somewhat less than that of the recent
past, the needs of our company for more petroleum prod-
ve's are still increasing. The cffects of the 1949 peak pro-
ducticn of tte automotive industry will be a factor in
petroleum demand in 1950 and' the continuing sh'ft from
steam to diesel operation on the railroads adds: further
to requirements. The wide activity in the building of
new residential units and the installation of new heat-
ing systems in older units all result in great remands
for the convenience of oil heat.

The petroleum industry has greatly strengthened its
ability to fill these constantly greater demands from
consumers for all pretroleum products. The problems
to be solved in the immediate period ahead appear to be
concerned more with the internal operations of the
various branches of the industty itself rather than with
its position in the economy as a whole. The needs of
consumers, both present and future, will be a major
determining factor in their solution.

W. T. Holliday

JOHN HOLMES
President, Swift & Company

Current reports indicate that total U. S. meat pro-
duction in 1950 will be greater than that of 1949. The
U. S. Department of Agriculture looks for an overall
increase of from 3 to 4%. Some private reporting
agenecies anticipate even greater in-
creases. In general, the outlook for
meat production next year is-some-
what: more favorable than it was a
year: ago.

Supplies of feed- grains: are at a
record high. Feed conditions on the
range as- well as on midwestern
farms: are generally good and this
should make it possible to convert §
more feed into meat next year than
in 1949. This: condition also favors
further expansion of both cattle and
sheep breeding herds, continuing the
upturn noted last year after- several
years of liquidation. o

The increase in meat production
next year is expected to be almost
entirely from pork. Beef and veal ;
production probably will be about the same as 1949 and
we look now for slightly less lamb and mutton. During.
the first. nine months: of 1950, supplies of pork should’
be about 10% greater than in the similar period of 1949..
If a further increase is noted in next spring’s hog crop,
as now appears likely, there also should be correspond-
ingly larger pork production during the last quarter
of 1950.

Per capita consumption of meat in this country next
year is expected to average approximately 150 pounds.

Continued on page 48

John Holmes
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Chase Bank Executives Lay Modest

Bank Earnings to Low Inierest Policy

Chairman of Chase National Bank, in report to shareholders
explaining operations of institution in 1949 says small rate of
return on capital stock, compared with fhat of industrial cor-
porations is impact of government’s pelicy of extremely low

interest rates.

$3,511,300, with a down payment
of $351,580 arnd the balance cov-
ered by a 2i3-year mortgage at
4% interest. Included in the sale
was 642 acres of land, 1385 resi-
dential structures containing 676
dwellings, a commercial building,
a management building and a
service station. A total of 4,047
acres of undeveloped land on the
original Greenhills tract remains

participate in the slum clearance
and urban redevelopment program
autherized by the Housing Act of
1949, the Housing and Home Fi-
nance Agency reports. About a
third of these cities are in the
small cily class of 25,000 to 40,000
population.

IIHFA recently. announced a
plan for giving cities advance
reservations of capitlal grant funds
on contemplated slum projects.

simply a statement of intent—not
a binding commitment—that ibie

city plans.to . participate in the
slum clearance program and to
start its project by July 1, 1951.

With Lee Higginson Corp.
(Special to Tue FINANCIAL CURONICLE)
HARTFORD, CONN.—Nelson R.

Jesup has joined the staff of Lee

Higginson Corporation, 36 Pearl

.rate policy.

In a statement of operations; age rate of interest earned on to be disposed of by PHA.
in 40 states|Under the plan a request for a|Street.

covering the year 1949, sent out
to the bank’s 88,243 shareholders,
Winthrop W. Aldrich, Chairman
of the Board, and Percy J. Ebbott,

W. W. Aldrich

Percy J. Ebbott

President of the Chase National
Bank of New Yeork, ascribed the
low rate of the institution’s earn-
ings in relation to capital funds
to the government’s low interest
According to the
bank’s statement the net earnings
in 1949 represented a.return of
5.8% on average capital funds.

“This exceedingly modest rate
of return, as compared with that
of industrial corporations, reflects
the impact on the banking busi-
ness of government policy in
maintaining interest rates at ex-
tremely low levels,” the stock-
holders are told.

Interest earned by the Chase

‘Bank on loans last year amounted

to $32,441,000 and represented 47%
of the gross earnings from hank-
ing operations for the year, ac-
cording to the report. The aver-

loans for the year was 2.34%,
slightly higher than the average
for 1948. Income from investments
in securities was $24,924,000, or
36% of 1949 gross earnings, with
an average interest rate of 1.35%.
The average yield-on loans and in-
vestments as a whole was but
1.77% last yéar.

“There never has been a time,”
the bank exeeutives stated, “wher

‘the price range of bank eredit was
so low in relation to other eco-

nomic faetors. Fundamentally, this
is .a result. of the government’s
policies of eheap money and def-

| jcit financing.” :

Commenting that the Chase Na-
tional is the leading American

B | banking institution in' financing

under the Economic Cooperation
Administration’s letters of com-
mitment, the report to sharehold-
ers states:

“Although high expenses are in-
curred in handling this business,”
it explains, “our participation in
the ECA program is important and
significant for several reasons. It

is significant as an index of Chaseg|-

standing in the foreign field, be-

cause the banking business  in-|-

volved originated in foreign banks
and foreign governmental agen-
cies.
the American program to assist in
the rahabilitation of European and
other economies, It is;important
also in its beneficial :effects in
creating markets for | American
products. It is further|important
in that it is helping to keep inter-
national trade within the frame-
work of commercial banking
channels.”

Government Afd

Promoling Housing

Raymond M. Foley, Federal

Housing Administrator, points

out Federal Government par-

ticipated in about one-third of

year’s home building. Notes

more houses built outside city
Limits.

About one-third of the year’s
homebuilding was financed under
commitments to insure by the
Federal Housing Administration,

including

most of the
large-scale
rental proj-
ects, Adminis-
trator Ray-
mond M. Fo-
ley of the

Housing and

Home Finance

Agency re-

ports, and

about 30% of

the mortgages
. recorded un-

der $20,000

were made by

savings and

loan associa-
tions, aided through financial re-
serves and investment insurance
through the Federal Home Loan
Bank System and the Federal
Savings and Loan.Insurance Cor-
poration.

Raymond M. Foley

Billion in Loans, Half Billion in
Grants

For Federa] financial assistance
to aid local communities in clear-
ing slums, the Housing Act of
1949 provides a billion dollars-in
loans; and a half billion dollars
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in capital grants. The size of this
program is indicated by the esti-
mate that, if the program -was
concentrated entirely on a few
cities, it would provide for the
clearance of all the slum areas in
Chicago, Philadelphia and 5t.
Louis.

Twice as much housing is now
being built outside ecity limits as
in the mid-20’s, the Housing and
Home Finance Agency reports. In
1948-49, rural nenfarm housing
aceounted for about 44% of the
new residential starts as compared
with less thar 20% in 1925.

This increased construction ir
areas on the iringes. of cities,
beyond the city limits. is attrib-
uted principelly to (1) scarcity
of acceptable in-town sites for
large developments, (2) the fact
that oullying sites are cheaper and

easier developed, ani (3) the fact|

that motor vehicles have increased
the distance that ean be traveled
to and from work.

Federal Government Sells First of
Greenbelt Towns'

The first of the “greenbelt”
towns, Greenhills, near Cincin-
nati, Ohio, is being sold by the
Public Housing Administration to
a non-profit corporation, com-
posed pfimarily of veterans and
tenants of the project. This Fed-
erally-owned community is one of
ilie three built by the Resettle-

ment Administration during -the|-

dgepression of the 1930’s. The other
“greenbelt” towns are: Greendaie,
near Milwaukee, Wis., and Green-
belt, Md., near Washington D. C.
These towns were intended to (1)
demonstrate modern town plan-
ning, (2) to provide needed hous-
ing at recasonable yents for mod-
erate income families, and (3) to

provide jobs for unemployed
workers.
The price of Greenhills was

It is important as part of|-

Abeut 175 cities

He was previously with

have indicated their intention to reservation by a city constitutes| Hornblower & Weeks,

SOUNDNESS

is Essential

From SOUNDNESS—A PROFIT

Kennametal, because its structure is inher-
ently strong, free from flaw and defect,
continues to give full value for its intended
purpose—the effective element of tools that
reduce costs and increase productivity.

Use of Kennametal insures faster cutting
speeds; more production per tool; fewer tool
changes; more efficient use of machines;
lower over-all tool cost.

Outstanding performance results are achieved
in many different industries. Turning, boring,
and  planing tools, and milling cutters for
Metal-Working Plants. Machine bits and ro-
tary drills for Coal Mining. Saws and router
bits for Woodworking Factories. Percussion
rock bits for Construction Projects.

Kennametal is also widely used as a wear-
resistant material on machine elements to
provide longer life or insure greater accuracy
of production. :

Qur latest development in this field is
Kentanium; a new heat-resistant material. Tt
withstands thermal shock, resists oxidation,
and retains unusually high strength on a wide
-range of applications where elevated tem-
peratures are encountered.

Ask your works manager if he knows Kenna-
metal and its cost-saving possibilities.

{ KENNAMETAL

SUPERIOR CEMENTED CARBIDES

KENNAMETAL $ee., LATROBE, PA.

From UNSOUNDNESS—A DEFICIT -

Because the present United States monetary’
system, with money not made good to the’
individual, is inherently weak, our dollar is
not doing its work. A

Since the Government seized all gold in 1933,
its issue of fiat money, printing press papez
dollars, and bonds—not redeemable in any-
thing of intrinsic value—has been unrestrictec!.’

“Deficit financing'’ has grown to an alarming
degree, with disastrous possibilities. The cost
of Government is tremendous. Here are ex-
amples of its unprecedented magnitude.

The federal government is taking the entire incomse .
of 42,000,000 people over and above the cost of
keeping them alive. :

If everyone who holds life insurance cashed hiz
policies, the amount would not run the federci

‘government one year, .

If every urban home owner sold his home, the totcd
would finance the politicians on the Potomac for
eight months. ;

If every farmer sold his farm, equipment, and live
stock, the total would run the government for onfy.
seven months.

\

If every industry converted its net working capitcil.
into cash, it would last the federal politicians less
than a year and a half. '

Can you do anything about this? YES,

(1) Ask your Congressmen and Senators their position
on the Reed Bill HR 3262, which guarantees that your
money will be redeemable in Gold at $35 an ounce.
(2) Tell others of this need. Tell them how Gold is aa
automatic check on government spending. (3) Multiply
our efforts by joining the Gold Standard League,
{atmbe, Pa. Membership involves no obligation. This
organization is bringing to public knowledge the un-
soundness of all irredeemable currencies; how fiat
money is socialism's secret weapon when our people
have lost power over the public purse; how entirely
feasible and practical it is to restore freedom and
prosperity in this regard. Study for yourself the provi-
sions of HR 3262.
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Business and :'l‘inanCe Speaks Hﬁer the Turn of the Year

This is about three pounds higher than 1949 and 16
pounds greater than the prewar (1935-1939) average.

Production of other food commodities for next year is
expected to run somewhat as follows:

Lard—substantially larger.
Vegetable Oils—about the same.
Milk—not much change.

Butter and Eggs—somewhat larger.
Poultry—about the same.

Fortunately, this country has a great meat production
team. It is a team which has developed a system of
food production and distribution unequaled anywhere
for efficiency and economy. Down through the years,
teamwork in the livestock and meat industry has helped
the American people to achieve a higher standard of
living than anywhere else in the world. I feel certain
that this same teamwork and progressive spirit will
prevail throughout 1950.

JOHN JAY HOPKINS

President, Electric Boat Company

During the year just closed, Electric Boat Company
celebrated the 50th Anniversary of its corporate ex-
istence.

The Company’s Groton, Connecticut, plant completed
construction work on contracts from -
the U. S. Navy to incorporate in a |
number of big World War II fleet
type -submarines the latest advances
in submarine construction (includ-
ing the -addition of the “Snorkel,”
which. enables the subn arine to op-
erate at periscope depth with diesel
engine power and thus recharge its
electric batteries without exposing
jtself on ‘the surface), and resumed
submarine construction with the
laying in February, 1949 of the keel
of the first of four submarines for
the U. S. Navy. ¥y

During 1949 the Company’s Ca-
nadian subsidiary, Canadair Limited,
completed delivery, well in advance
of schedule, of 26 four-engine Can-
adiar Four transport aircraft ior British Overseas Air-
ways Corporation and Canadian Pacific Air Lines, and
began tooling up for the production of F-86 “Sabre” jet
fighter planes for the Royal Canadian Air Force. In
connection with the order for 100 of these jet planes
received from -the Canadian Government during 1949,
Canadair Limited is undertaking an expansion of its
plant at Cartierville, near Montreal, which will enhance
its preeminence as the principal aircraft manufacturer
of Canada. z

The Company’s Electro Dynamic Division, which in
1950 will celebrate the 70th Anniversary of the existence
of the Division and its predecessor company as manu-
facturers of electric motors and generators for marine
and industrial applications, experienced a slackening in
demand for its products in 1949 in line with that suffered
by this segment of industry generally. Prospects for
improvement are seen, particularly in the maritime field.
I Operations at the Company’s Elco Division were dis-
eontinued during 1949. Certain of the Division’s skilled
personnel and essential facilities for the manufacture of
PT boats and other military equipment were transferred
to the Groton, Connecticut, plant, which currently is
1(iImgaged in completing a new type PT boat for the U. S.

avy.

On the whole, with a substanrtial backlog of orders for
aircraft and submarines extending over the next two or
three years, there is ground for a reasonable amount

John Jay Hopkins

‘of optimisnr with respect to the Company’s future pro- -

duction prospects,

HARRY L. HUMPHREYS, JR.
President, United States Rubber Company

The rubber indusiry should enjoy good business in
1950, with sales totaling about tine same as in 1949—close
to $3 billion.

The American people will continue to have great
purchasing power due to full em-
ployment at high wages. This pur-
chasing power will get an additional
becost early in the year from the
Federal Government’s distribution of
divicends on veterans’ insurance
policies,

Tire sales for 1950 are estimated
at 80.000,000 units, about equal to
the 1949 total. It is possible that
original equipment business might
fall off some, but replacement sales
should hold up well. There are more
automobiles on the road than ever
before and the average motorist is
driving about 10,000 miles annually,
considerably more than in the aver-
age prewar year.

Improvement is expected in the
sale of both waterproof and canvas footwear in 1950.
This section of the industry will benefit from the in-
creased population of the country and the growing tend-

H. E. Humphreys Jr.
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ency to more leisure and outdoor living which calls for
the wearing of more sport and casual footwear.

Industrial rubber products, including hose, belting,
packing and vibration-dampening devices, will ‘be in
strong demand in 1950 in line with the general high
level of business.

Foam rubber production will be expanded further to
meet the growing demand for foam bedding and cushion-
ing for furniture and automobiles.

The textile business appears to be recovering from its
1949 slump and this is expected to result in increased
use of Lastex yarn in wearing apparel.

Rubber consumption in the United States in 1950 is
estimated at approximately the.same tonnage as used in
1949. This amount was 985,000 tons, of which 575,000
tons was natural rubber and 410,000 tons synthetic. Total
consumption in 1948 was 1,069,000 tons. It is estimated
that the United States in 1949 c?nsumed 52% of all the
rubber consumed in the world. 'Per capita consumption
in this country was 15 pounds, ten times the average for
the world. i )

Rubber is the only major manufacturing industry still
under wartime controls, The industry is required.by the
government to consume synthetic rubber at the mini-
mum annual rate of 222,000 tons. However, the industry
every year since the war has used more synthetic than
required by law, Consumption in 1949 of 410,000 tons
was 188,000 above the government requirement.

United States Rubber Co. takes the position that the

" government should get out of the rubber -business be-

cause the present controls are unnecessary. We believe
the synthetic industry will progress faster and. operate
more efficiently -when freed of government regulation
and turned over to private management.

C. C. JARCHOW '

President, American Steel Foundries

It seems safe to start with a broad general assumption
that business in 1950 will be good in most lines.
Obviously, we have to consider some critically impor-
tant related assumptions—that the world will remain
at peace, even if it is only.a pressure-
peace; that major strikes will not
disrupt our economy; that national
income and employment will con-
tinue at a high level; and that new
tax burdens will not be piled on the
back of industry.
Looking at our own business—

“which is.largely the production of

component parts for railway equip-
ment—we must recognize that our
outlook is directly related to the
ability of the railroads to finance an
adequate program of improvement
or replacement, to make up for war-
time depletion and obsolescence.
This condition is reflected in the fact
that in 1947, 1948, and the/ first 11
months of 1949, a period of above-
normal prosperity for industry in general, America’s
Class I railroads and railroad-owned refrigerator-car
lines retired 226,702 old freight cars, while taking de-
livery of 247,361 new ones—a gain of only 20,659.

It seems clear from evidence like this that relief for
the railroads is a definite need of the immediate future,
to maintain their strength as a buttress of our national
economy. The situation calls for sound legislative action
designed to give the railroads equality of opportunity
with other and more favored forms of freight and pas-
senger transportation.

At present many railroads are considering the pur-
chase of new freight cars, and the prospect is encourag-
ing for a substantial volume in this field during 1950.

C. C. Jarchow

AUGUST IHLEFELD
President, Savings Banks Trust Company, New York City

The rate of gain of deposits in mutual savings banks
has increased during the past year. Preliminary figures
indicate that deposits of the mutual savings banks in-
creased by more than $800 million in 1949, as compared
with a gain of $641 million in 1948.

Since time deposits in other banks
and in the Postal Savings System
registered a smaller rise in 1949 than
in 1948, it is evident that mutual
savings banks are gaining in favor.
The many services rendered deposi-
tors. the attractive rate of interest
dividend paid on deposits in mutual
savings banks and the very high
degree of safety and liquidity they
offer explain their strong appeal to
savers.

Mutual savings banks turned
chiefly to the home mortgage field
for new investments during 1949.
For the country as a whole, they in-
creased mortgages held by approxi-
: ' mately $800 million. A considerable
proportion of these mortgages is insured by the Federal
Housing Administration or guaranteed by the Veterans’
Administration.

At the end of 1949, Government bonds and cash-held

August TIhlefeld

by mutual savings banks aggregated around $12 billion,
or approximately 60% of deposils. The mutual savings
banks are thus in position to expand considerably fur-
ther their holdings of sound real estate mortgages and
corporate bonds, as high grade investmenis of these
types become available on an attractive basis.

Surplus of the mutual savings banks of the country
increased by approximately $130 million during the year.
This increase shows that current rates of return paid
depositors are being covered by the banks by a reason-
able margin. Surplus at the end of the year was. roundly
11% of deposits. This figure does not include reserves
that are maintained against mortgages owned.

The mutual savings banks can look back at a year in
which they attained new records in size and conserved
the great strength built up over a period of many years.
They look forward to 1950 with confidence that they will
enjoy another healthy gain in deposits and that suitable
investment outlets will be found, particularly in the
home mortgage field. Favorable prospects for new home
construction in 1950 provide basis for the belief that an
adequate supply of acceptable mortgages will be.avail-
able to mutual savings banks in the coming year.

MAXEY JARMAN

Chairman, General Shoe Corporation

1950 should be a year of progress for our country.
The enormous dislocations caused by the war have taken
several years to get rid' of. There are -still some of
these -dislocations in our economy, but we are gradually
returning to a more -normal basis
and establishing a foundation for the
type of progress that our country
has a right to expect from:the char- -
acter and ingenuity of our American
people and. from the national re-
sources that we have.

Volume of Business—Business will
be good during 1950. Our country
is almost back to a normal buying
relationship and there are tremen-
dous unfilled demands in every field
of merchandise, and the people have
the money and the desire to buy.

Prices—1950 will see prices of all
kinds of goods complete the adjust-

. ment to a normal basis which makes

for good business. Most prices are =~ W. M. Jarman

already on a normal basis. A few

are out of line—some too low and some too high. There
will be consumer goods priced to fit every pocketbook
as competition and ingenuity of American producers
shows what can be done in this great country. The
average of all prices will likely show slight increases
throughout the year. This is normal for our country
which during the last 150 years has had a gradually
rising price trend, interrupted only during peace periods
to correct excesses. Gradually rising prices are a healthy
sign of an expanding economy.

Labor-Management Relations — Already, there are
more friendly feelings between labor and management;
in spite of the inflammatory leadership of organized
labor, workers and management have learned and are
continuing to learn more and more how to get along
with each other with mutual respect and consideration.

All in all, the American people are going to do
sounder thinking during 1950 in their relationships with
other countries, in their evaluation and demands upon
politicians, and in the realization that our prosperity
depends on the real effort that every one of us puts
forth. : @

GEORGE C. JOHNSON

President, The Dime Savings Bank of Brooklyn

The trend in deposits is always the factor which is
most closely watched in the mutval savings banking
system. This factor controls all others, and thus is of
greatest importance in measuring developments in the
industry.

Again in 1949, "deposits in the
mutual savings banks of the country
reached a new high, standing at the
end of the year at $19,300,000,000 or
a gain over 1948 of nearly $1,000,-
000,000,000. Of this, New York
State accounted for over $760,000,~
000, or more than 75% of the na-
tional increase.

This again is noteworthy because
it has been made in.the face of a
continually increasing supply of
consumer goods,- which might have
been expected to drain off a larger
share cof family incomes, and has
been accomplished in spite of a re-
duction in incomes ihroughout the
country.

The record for the year is a splendid testimony to the
strength of the mutual savings banking system, and to
the confidence and faith which the people of the state
and nation repose in it. The President of the National

Continued on page 50

George C. Johnson
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As We See-It

a strenuous, and on the whole a éuécessful, effort to give
that impression. -

“Planned That Way”'?

For our part, we are quite certain that whatever im-
provement has taken place either in the state of business
or in the outlook within the past few months is in no part
the result of anyone, including the Administration, “plan-
ning it that way,” but is to be attributed to the working
out of natural forces which again and again have laughed
to scorn the puny efforts of politicians to guide the course
of economic affairs. As to the fact that business is in a
number of respects better than it was some months ago,
there need be no argument; that both the economists and
the politicians have good ground for their faith that the
next few months will be much better than had at one time
been feared there can scarcely be much doubt, although,
of course, not all segments of the economy or all sections
of the country will in like degree benefit, nor, for that
matter, may all share at all.

We have never professed to be able to predict
what is forthcoming in this uncertain world of ours,
and have from. time to time expressed considerable
skepticism as to- whether anyone else can with regu-
lar success'doany such thing. However, in the present
circumstances, we are ready to accept at least as a
working hypothesis the now very general feeling that
the outlook is good, at least for what might be termed
an intermediate term. Beyond that we gladly Icave
forecasts to the soothsayers. We leave it to the sooth-
sayers, partly because there is little else we can do—
having no feeling of assurance that we can see that
far into the future—but partly for another reason
which seems to us to be fully as compelling.

By What Standard Judged?

That reason is the belief on our part that this year
of our Lord, 1950, will be significant less for the rate of
business activity attained than for the degree in which a
‘basis is laid, or at least the fsundation begun, for sound
business progress during the coming decades, even cen-
turies. All of us are, of course, in a sense quite well
pleased with high employment, large production, and sat-
isfactory earnings by all elements in the economy. These

_are all things to be grateful for, but the realization of
them may, and often does, conceal the growth of under-
lying conditions which cause our good times to come to
a sad and untimely end. Those of us who lived through
it remember vividly, that the 'Twenties, particularly the
second half of that decade, brought blessings hitherto un-
known. In fact, these years were so bountiful that the
opinion was widespread even among a very substantial
number of economists, and certainly among the politicians
of the party in control, that poverty had been or was about
to be abolished, and that a “New Era” of economic bless-
ings had arrived in. which prosperity was to endure for-
ever, ete., ete. If all this bears a strong resemblance to
what is now being said in the public offices of Washington,
the resemblance is certainly not merely accidental or co-
incidental, as they say in popular fiction.

The thoughtful man will, therefore, we believe,
insist upon appraising the 1950 outlook at least in
substantial part on the basis of the apparent prespect
of making a good start on the foundations of future
cconomic well-being. Viewed in this way the year
ahead takes on a much less rosy hue. We are not the
first to observe that when the President and his ad-
visers are through with their appeasement by vague
phrases the same old “Fair Deal” is trotted out. No
one supposes, of course, that the President will get a
creat deal of this program through Congress this year,
but the nature of his demands upon the legislative
branch indicates clearly enough that, so far as the
Administration is concerned, the “right policies” are
still policies which must .inevitably do most to insure
a lack of the sort of solid progress that this country
made during most of the first half of the century.

The Smiling Countenance
In the face'of forthcoming elections, and confronted
with a movement within the Republican party to end
“me-too-ism,” the President, who must be put down as a
shrewd “practical politician,” has apparently thought it
wise to turn a smiling countenance toward business in gen-
eral. There may or may not be good ground for attaching

Midwest Exch. Members

.- CHICAGO, TLL.— The Execu~
tive 'Committee of the .Midwest
Stock Exchange today elected o
membership the following:
Irving J. Rice, President, Irving
J. Rice & Co.. Inc., St. Paul, Minne~
sota; Robert B. Johnston, Canto:,
Ohio; Clyde L. Hagerman, Wm. C,
Koney & Co., Detroit, Mich.; Rus~
se!l J. Olderman, Fresident, Old~
eriman, Asbheck & Co.; Edward E.
Sanders, President, Edwin C,
Sanders & Co., St. Louis, Mo.

Head Steiner,
Rouse Branch

Steiner, Rouse & Co., members
of the New York Stock Exchange,
announce that Tobias Gerson, Ja-
seph P. Sanfilippo and Allred: 3.
Zuckerman are now Co-Managers
of the firms branch office at 157
East 86th Street.

to considerable doubt, but of this we are certain: So far
as the party in power is concerned reason for optimism is
limited to this one factor. The outlook for public policies .

which can be counted as really constructive over the years
has not improved at all, if we must count upon Mr. Truman
and that part of the Democratic party he represents and
controls. i
This seems to leave the appraisal of the 1950
outlook in these respects largely dependent upon the
so-called opposition—less for what it can accomplish
in the present session of Congress than for what sort
of response it can get from the rank and file next No-
vember. As to this outcome, it certainly is rather soon
to make much of a guess. It can be said that super-
ficial appearances suggest the development of a move-
ment in the Republican party and in the conservative
wing of the Democratic party directed in some degree
at least toward greater sanity in public affairs. Upon
what comes of this insurgence, if such it is, will de-
pend what history will say of the year 1950.

significance to this gesture per se. For our part we confess

Anywhere in the world where persons are cut off from
normal sources of supply . . . food, fuel, medicine, and other
necessities can be brought to them by air transport — even
though landing facilities do not exist. The answer, of course,
is the cargo parachute.

These life-preserving ’chutes usually are made, wholly or
in part, from high-strength viscose rayon yarn, much the samer
kind of yarn that improves the wearing qualities of automobile
and truck tires. And what is the yarn made {from? Trees!

In fact, more than eighty per cent of all viscose rayon and
acelate yarns produced in this country are made from highly
purified cellulose derived by chemical processes from wood.

Rayonier supplies a large part of the highly purified wood -
cellulose used by domestic textile manufacturers for making
viscose rayon and acetate yarns and staple fiber for wearing
apparel, tire cord, draperies, rugs, and many other texiile
products. We also supply large quantities of purified wood
cellulose for the manufacture of cellophane and other transs
parent packaging materials.

[

RAYONIER

INCORPORATED:

!XECUTIVE OFFICES: 122 East 42nd Street, New York 17, New York * MILLS: Hoquiam, Port Angeles, Shelton, Washington; Fernandina, Florida
'PRODUCER OF HIGHLY PURIFIED WOOD CELLULOSE for YEXTILES ' TIRE -CORD « CELLOPHANE s PLASTICS
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- Business and Finance Speaks Aﬂer the Turn of the Year

Association of Mutual Savings Banks recently predieted
a further gain in deposits for 1950, ever in the face of
an expected continued decline in national income.

Just as gratifying as the substantial gain in deposits
has been the sustained activity in the home construction
industry, and the resultant large increases which have
been made by mutual savings banks in their mortgage
portfolios.

Housing starts in the country have increased from a
low of 169,000 in 1944 to a new record high of over 1,-
000,000 in 1949. On Long Island, home builders started
an average of one house or apartment unit every two
minutes of the working day last year. In doing this,
they helped set the new all-time building high faor the
nation. It has been estimated that 1949 activity on Long
Island represented an increase of one-third over 1948.

The Dime Savings Bank-of Brooklyn alone loaned
over $92,000,000 to over 17,600 borrowers during  the
year. Most of this money was used to finance the con-
struction of new residential housing in the Brooklyn
and Long Island area. In addition to this, the bank con-
summated the largest single trdnsaction of its kind in
mortgage history, when it acquired the New York State
portfolio of the Home Owners’ Loan Corporation totaling
some $100,000,000, and representing 40,000 mortgages.

Most of these loans were in Brooklyn and Long Island,

and the bank welcomed this opportunity to serve so
many additional families in its Vlcmlty

Another outstanding development in the home mort-
gage Tield during the past year was the new Home
Buyers Exhibit at the Dime Savings Bank of Brooklyn,
sponsored jointly by the bank and the Long Island
Home Builders Institute. As a feature of “National
Home Week,” the exhibit was moved to the main bank-
ing floor and was viewed by over 230,000 visitors.
Throughout the year, over 300,000 potential home buyers
from this area visited the exihibit.

Currently, an entirely new exhibit has been con-
structed for opening early in 1950, as the bank’s con-
tribution to the home construction industry and thus to
the prosperity of the Brooklyn and Long Island areas as
a whole,

Developments in home construction and mortgage
financing in 1950 cannot be predicted with any certainty.
There is no question that the private mortgage industry
can meet all demands for mortgage money, and that
mortgage rates will continue to remain low. This latter
item—the only important cost in home building which
has had no increase since before the war—will again be
at the most attractive leve]l in more than a generation.

As pointed out by the President of the Mortgage
Bankers Association of America, sound home financing
will be available for all regardless of race or creed. Next
year seems certain to be another excellent year for con-
struction generally, with total volume running close to
1949’s $19,000,000,000 total.

What the effect of government participation in the
construction industry will he is hard to tell. The fear
recently expressed by the President of the National As-
sociation of Home Builders, that the cost and prices of
new houses would probably turn upward as a result of
the government’s competition for materials and labor,
is shared by many informed observers in the field. If
this proves to be so, it will be most unfortunate, since
builders in 1949 produced more lower cost houses than
ever before, and they can even exceed that record in
1950.

P. W. JOHNSTON

President, Erie Railroad Company

As we come to the half-way point in the present
century, we can approach the next half century with the
knowledge that our economic system continues to pro-
vide our people with the highest standard of living any-

where in the world, despite the shat-
tering effects of two World Wars
‘within the short period of thirty
years. By adhering to the basie
principles that have carried us so
far along this path to better living,
we can hopefully look forward to an
era of continued prosperity and
growth in the years ahead.

Railroads constitute one of the
basic industries in our American in-
dustrial economy. The wvolume of
business they handle depends large-
ly upon the prosperity and produc-
tive activity of the nation. During
there was a general decline of about
20% in the number of tons of rev-
enue freight handled by the railroads
railroads in the East compared with
last year. A large part of this decrease was caused by
the intermittent shutdowns in the codal mines and the
prolonged strike in both coal and steel industries toward
the latter part of the year. From a money standpoint,
gross .revenues were down about 15%, which re-
tlected the increased freight rates granted to the rail-
roads during the year. The net income of the railroads,
however, suffered a sharp decline. The rate of return
in 1949 on net property investment will be less than 3%,
whereas in 1948 it was 4% %. The factors contributing
to this lowered income were decreased volume, increased

P. W. Johnston

labor costs (including the effects of the 40-hour week
for non-operating employees which began in Seplember),
and the diversion of some traffic to subsidized forms of
transporation.

In viewing the prospects fer the railroad industry in
the coming year, there is reason to hope that we will
return to a more settled condition insofar as wage de-
mands and higher prices are concerned. The railroad
brotherhoods have several proposals pending, such as
the 40-hour week for operailng employees, “away from
home” pay and readjustment of mileage rates of pay,
which have not been settled. Whether or not the rail-
roads will need any conmpensating inereases in railroad

.rates during the coming year will, of course, depend
.upon the extent to which the railroads will ‘be obligated

to assume higher operating costs; however, there should
be some necessary upward adjustments in railroad mail
pay which are now under consmelatlon with the Post
Office Department.

Accordingly, railroad managements will have. to
work largely within the framework of the present oper-
ating costs and selling prices. In this narrow field in

. which to operate, greater concentration and emphasis

will have to be placed on cconomies, efficiency and
production.

_ "Prospects for a reasonably good level of bhusiness,
coupled with the technological advances that have been
made in -railroading in recent years (principally the
advent of the Diesel locomotive) should produce a better
return for the railroatls than in 1949 but still less than
in 1948,

There are many factors which will interfere with the
ability of the railroads to earn a fair and adequate profit
in 1950. Foremost among these is the absence of a sound
and workable national transportation policy that will be
administered in such way as to give equal treatment to
all forms of transportation. Railroads are in competition
for traffic, not only among themselves but with all other
commercial transportation -- highway, airway and
waterway. The railroads are the only group that ‘are
self-supporting and at the same time pay taxes toward
the functions of Federal, state and local governments,
whereas these competmg agencies receive substantxal
subsidies at the taxpayers’ expense.

Under our free enterprise system, the public ‘is entitled
to the best transportation service at the most economical
cost. In-determining costs, however, all ;true factors
should ‘be considered so that no undue advantage ac-
crues to one agency as against another.

system that will meet its needs in peacetime as well as
for national defense, a policy must be determined upon
that will recognize the dangers of continuing the present
inequities.

DONALD S. KENNEDY
President, Oklahoma Gas ‘and Electric Company

The 1950 outlook for business in the territory served
by Oklahoma Gas and Electric Co. is very favorable.
The basic income of the area is exceptionally well di-
versified between agriculture, oil, manufacturing and
trade.

Oklahoma is favorably located in
the center of the great Southwest,
which has many rich natural re-
sources. This great region has 90%
of the gas reserves of the nation,
75% of the oil reserves, and is our
greatest single livestock, grain and
cotton producing area. Oklahoma’s
farm income is almost equally di-
vided between crops and livestock,
which insures unusual stability. The
State has been a leading mineral
producer for many years. Its oil in-
come has been exceptionally stable,
as new discoveries have tended to
offset production.

Manufacturing output in our area
has increased significantly during
recent years and reflects the trend toward decentraliza-
tion to the great Southwest. Nearly all ‘branches of
industry have made tremendous gams dur;ng the past
decade. Even after adjustment for price increases, the
value added by manufacture in Oklahoma was 147%
greater in 1947 than in 1939, which compares with a
gain of 116% for the nation as a whole.  There is strong
evidence that this growth trend will confinue as the
State offers great opportunities for 1ndustrxal expansion.

Forecasts within our own Company indicate a continu-
ation of the favorable growth trend through' and beyond
1950. We have added 65,000 customers to our lines
since the close of the war, which is a gain of approxi-
mately 35%. A total of 15,000 was added during 1949.
Saturation of electrical appliances is still low, there-
fore with the greater availability of equipment, we can
anticipate new load from existing customers as well as
new ones.

The back-log for new homes caused by war restric-
tions and the increased number of new families is ex-
pected to continue the demand for residential building
in our territory through 1950. Each new home is a
modern home with electric service. Modernization of
farm and rural homes is proceeding rapidly; therefore,
the expansion of our service into this market area is

Donald S. Kennedy

In order for
the nation to have a strong and healthy transportation’

expected to continue. New economical uses for electric
service in commercial and industrial estabhshments is
also expected to continue for many years. Therefore,
we anticipate a favorable growth in our business for
1950, and the same general pattern for 1951.

ADRIAN D. JOYCE
Chairman of the Board, The Glidden Company

Reports from our factories and branches located. in
almost every important section of the country indicate
that general business is very good and prospects for 1950
most encouraging. The good crops and the high prices
that have prevailed for farm prod-
ucts over the past several years have
brought prosperity to the rural areas
and farmers-are spending freely for
farm equipment and building and
machinery maintenance. The cen-
tinued rapid growth in population
and the housirg plans that are bejng
put through in every community ,1n—
dicate a strong demand for con-
sumer produets during 1950.

Qur. husiness is a' diversified. one
as we manufacture foods, chemicals,
paints and wvarnishes, and process
soybeans and  various edible. oils.
Because of our modest inventories,
which, at the beginning of our
fiscal year were priced at the lower
of cost or market, we anticipate
good returns from our various activities.

Adrian D. Jeyce

FRED 1. KENT

Direetor, Bankers Trust Company

In so far as the banks of the United States are con-
cerned, their position at the turn of the year is excellent.
‘They face many problems, however, that are not of their
own making but that increase the difficulties of carrying
on their complex business. The most
trying one at the moment has to do
with the  activities of government
lending -agencies, which interfere
with the proper handling of banking
business in the United States through
the development of competition of a
character which- prevents interest
rates on' banking loans from carry-
ing within them proper risk pro-
tection.

Again, holding interest rates low
on government bonds and in a man-
ner that kills the flexibility of in-
terest rates, which, therefore, do not
express the going relationship be-
tween the supply of and the demand
for credit, also complicates the mak-
ing of loans on a sound interest basis.

Government deficits and the urge to increase taxation
when the business of production says in no uncertain
terms that taxes should be lowered also offer problems
{o the bankers that are very difficult of solution.

To better fit the bankers of the United States, to
further the common good, the American Bankers Asso-
ciation held 13 meetings covering the country as a
whole where discussions were aimed to clarify in the
minds of bankers the differences between loans which
could be made that might further inflation and those
which would increase productivity and be in the public
interest.

Because of these studies and those in other fields-of
banking that have been carried on by the American
bankers, the whole banking fraternity in this country
is imbued with the desire to so carry on their business
that it will be of benefit to the nation and at the same
time sufficiently profitable to themselves to furnish the
protection which the banks must have through the
maintenance of sound capital structures based upon the
nature of the business of each individual bank.

Bureaucratic interferences with industrial production
and an unbalanced governmental budget. greatly in-
crease the difficulty of doing a banking business. While
bankers as a whole deplore such econditions, as.they
believe that they are against the interests of the country,
yet they would strive to carry on their business with
the highest degree of safety possible and in such manner
as to increase employment and productivity in the coun-
try in ways which are sound and in the interest of the
people.

The bankers of the United States look forward to the
year 1950 in the hope that government may find a way
to curtail its expenditures and bring its financial house
in order. They realize, however, that to accomplish this
it must eliminate those government bureaus, which since
the war have become not only non-essential but some-
times actually destructive, and make room for redueed
taxation in the interest of production and for an ecen-
omy that will meet the requirements of the people with

a high standard of living.

Fred I. Kent

Continued on page:52
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Glancing at 1950 -

alternatives are fraught with great
hazaras:. Whichever is chosen, the
Marshall Plan and the Atlantic:
L'act are likely to be supplement-
¢d by parallel moves in Asia, pos=
sibly offsetting the. expected net
reduction (by about $600. million
¢ily) of aid ta Europe and of sim-
ilar disbursements.

American experts;. under such
circumstances; are under the con~
stant threat of being decimated.
"Lubacco and even food, petroleum
products, machine tools; heavy
clectrical equipment and moving
pictures should be, nay, they al-
ready have been, among the first
i feel the recent impact of the
outer world’s precarious dollar
supplies and of its mounting im-
port restrictions. Offieial attempts:
tor liberalize trade abroad promise
little success; Britain, in parficu~
lar, is unwilling to expose her
héthouse socialism to the fresh air'
of'international competition. Even
ai1nodest progress toward reducing
trade regimentation in Europe is
beought at the price of conceding
discriminatory practices to the
detriment of U. S. exporters. The
latter will do well in reorientating
their business, as much as possi-
ble, toward domestic channels or
—the Middle Last, Aftica and the
F:ast Indies, especially in the di-
rection of the President’s famous.
Point Four program of developing
“backward countries.” That pro-
gram may become, from 1950. on,
the supplement of, or the substi-
tute for, the $35 billions thus far
spent on and allocated to world-
wide “recovery.”

Another ersatz for export out-
lets will be provided by the forth-
coming voluminous orders of the
Army, the Navy, and the Air
Ferece. oo A

: I

- But by and large, the foreign
sitvation is only a secondary factor
in the domestic business picture.
As a matter of fact, our economy
has scarcely ever been so “‘isolat-
ed” from international influences

agitisnow--forthetimebeing. For

one thing, due to inferior quality
production and rising costs abroad,
devaluations did' not succeed in
greally strengthening foreign
competition on the American
market, in spite of appreciable
tarift reductions on this side.
What is far more important, the
technique of “perpetual” prosper-
ity by monetary and fiscal devices,
by market supports and welfare
pelicies has rendered this economy
relatively indeverdent of world
nrarket trends. Having diseovered
tlie secret of higher living at “no
oast’—by way of currency and
credit manipulatiens — we are
pione to continue on that road.

The road is paved by ever-ex-
panding Federal ' subsidies and
credit guarantees, and by new an-
nual deficits in the national budg-
c¢t. The official forecaest is- $51%
b:llien for the current and $4 bil-
liom: for the next fiscal year.
Harassed by huge maturities and
the necessity of fresh borrowing,
the Treasury is impelled to main-~
tain low interest rates and to
lower them further, this in the
face of the (mild) resistance of-
fered by the Federal Reserve
Board against the new inflation-
ary trend—which it promotes; in
efiect, by its monetary “relaxa-
tton.” Not cnly high-grade mu-
nicipal and corperate bonds are
strengthened thereby, but even
ike long-languishing stock market
profits from this fresh outburst cf
Cheap Money policy.

- (ziven the determination of the
81¢t Congress not to raise taxes—
possibly even to clip some of the
cxeises on luxury goods, enter-
tainment, rail, wire and phon=
services—and its inability to re-
duce expenditures below the
peacetime record ol about $43 bil-
lion, the question is: how far will

rational security,

the prosperity-ceficit mount in
19507 ¢

The answer will depend; af
course, on how far we will go in
implementing the Garrison State
and in developing the Welfare
State. The Truman Administra-
tion. is. evidently inclined to:save
on-defense -expenditures, -if "tem-
porarily only, .and at some risk- 1o
but te spend
more and more on “social” pro-
grams which benefit the vote-get-
ting pressure groups. Both trends:
of policy are akin to those pre-
vailing in socialistic Europe. The
net result is likely to be enhanced
governmental spending and more
deficits than officially expected.

il
Farm price props constitute one

of the leaks in the budget: The|.
$4.75 billion fund of the Commodl'» i
ity Credit Corporation to finance|
these subsidies is pretty nearly

exhausted. The Administration ap-|,
pears to be ready to: push the “in-|°

A significant year

genious” Brannan Plan that prom-
ises high prices on the farm and
cheap food to the housewives, r_xot-
withstanding the outspoken ob]eq-
tions of the leading farm organi-
zation. In a crucial election year,
with or without such plans, the
legally established floer under the
prices for major agrarian products’
is assured. This may mean an-
other 10% - dip, but still would
leave the gross income of farmers
close to $30 billion, including the
estimated $2.6 billion the taxpayer
is to contribute. on top of sub-
sidies for land conservation, rural
electrification, rural housing, ete.

To keep the cost of farm support

within “tolerable” limits, and the|

well over one million tons of car-
ried-over stockpiles from rising
further, the volume of output has

to be controlled. Tobacco -and cot-|
ton acreages have already been|

cofisiderably cut, penalizing as a
rule the efficient producer.
ously, other staple products will
have to be regimented, too, corn
and rice being next. But then
what? Naturally, only the least
productive -land will be “laid off.”
And little acreage will be left un-
planted: the Southerners plant less:
cotton but more corn and oats; in
Iowa, soybeans will be substituted
for corn; in Kansas, feed grains
for wheat. Also, the use of fer-
tilizers will be intensified. A re-
duction in primary produection,. if
any, may be more than offset by
a boost in the output of fats, meats
and eggs.. The problem of sur-
pluses will stay with us, and the
farm price structure,  sorely in
need of readjustment between
primary and processed products,
crops and livestock, etc.,” will- be
further confounded. The coming
year may see the attempt to

“solve” the problem by dumping, |

at a great loss, much of the gov-
ernment’s: accumulated surpluses
on the world markets — thereby
disorganizing the latter, too.

In less than 18 months, farm
products tumbled by -one-fifth or
so from the top prices of the post-
war inflation. That alone should
have brought about a crisis of first
magnitude, enhanced by a sharp
drop in base metal, scrap, and
many other raw: material prices.
It was a major factor, indeed, per-
haps the most directly responsible
one, in the mild business reversal
of 1949. “Glut” of agricultural
commodities used to be by all past
standards. a crucial point Irqm
which major depressions took
their start. This time, no crisis
developed, not even in the agrar-
ian field itself. All that happened
was an interruption, as it were, of
the general prosperity stream. It
receded slightly from the fantastic
peak it had.reached in the early
fall of 1948. Or could it be that i

is merely an interruption of the!

Obwvi- |

downturn that we are witnessing
currently?
' v )
In' the* amnals of business, it
would be a unique case of a de-
pression or recession “interrupted”
by such: typieal'boom phenoemena
ras- wage  (pension) bills: substan-
tially increased; steel prices
boosted suceessfully—without re-
dueing sales—by 4% on the aver-
' age;. meaning: ast much as & 26%
'raise of’' steel costs to some fabri-
cators; national income holding up
- along the colossal $220-0dd: billion
line; dwelling awards running
‘ahead of the current year’s hous-
‘ing’ comstruetion that appears to
have beaten, in dollar volume, the
all-time high- of 1925; backlog’ of
~orders: piling up for consumers’
‘durables as- well as for basic
‘equipment,; and corporate profits
visibly recovering from their pre-

cipitous fall in -numerous indus-
tries, from the previous year’s

‘| record-level. ) i
The consensus in and-out: of the

Stock Exchange is practically
unanimous: that the first “five to
six” months of 1950 will bring in-
creased sales and profits to almost
every sort of enterprising that is
“on the beam.” A difference in
thought exists, however, with ref-
erence to the second half. The
majority of prognesticators, pro-
{fegsional or otherwise, foresee a
new leveling off of the so-called

High Plateau, but without serieus.

repercussions —  comparable to
what went on.in the . first months
of 1947, and again of 1948. In
other words, we should see the
repetitiqn of the sort- of seasonal
pattern that has beecome a feature
of the postwar: era; except. that

'next time the “seasons” would be

reversed. A minority, on the other
hand, warns that the. latter half
of 1850 wur resume, pessibly ac--
celerate, "the readjustment ‘in
prices and inventories, and might
bring a real “downturn.”

The bulliskt outlook for stabil-
ized prosperity is: based on one of
two theories: that our economy is
fundamentally sound' and well-
balaneed, with ne fimancial “wa-
ter” to be squeezed out of it, and
therefore in no. danger of a criticat
show-down; and that the pelitical’
forces to be are strong enough and
determined te. nullify any adverse
development by pouring out credit
in sufficient quantity to halt the
decline, cost what that may. The’
second  of these assumptions is
well-founded, indeed, provided'its
validity is restricted to a year or
two. That, of course, does not ex-

Continued on'page 53

ucts. of fine quality at fair prices, and insuring

The end of 1949 rounds out a period of significant develop-
ment at National Dairy. The fundamentals of our business are
securely established in four important relationships—with the
producer, with the consuming public, with our divisions and
_their employees, and with our stockholders.

Translated into business terms, this means supplying prod-

fair return to

those who have invested in National Dairy Products Corporation.

Implicit in our program is a contribution to the nation’s
nealth and welfare. In 1950, as in the past, National Dairy is
dedicated to the wider use and better understanding of dairy
products as human food...as a base for the development of
new products and materials . .. as a source of health and enduring
progress on the farms and in the cities and towns of America.

AR P ol

PRESIDENT

NATIONAL DAIRY PRODUCTS CORPORATION

NATIONAL

DAIRY

PRODUCTS CORPORATION
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Business and Finance -Speaks

HENRY P. KENDALL

Chairman, The Kendall Company

Once when we were having difficulty at one of our
southern mills to meet a water shortage by trying .to
strike water by deep wells, unsuccessfully, I brought a
very skillful sanitary engineer down from Boston to
tell us where to drive the next well,
He reminded me that one man could
see just as far underground as an-
other, and no farther. I feel much
the same way when you ask for a
forecast for 1950.

1 think some of the spurt in busi-
ress that we are experiencing, par-
ticularly in the textile field, is due
tn the fact that both manufacturers
and distributors have not forgotten
the year 1937, when the first half
was extremely good business and the
sacond half a very bad slump, Many
companies stood heavy inventory
losses. With the memory of that
still fresh, I think there is a tend-
ency on the part of a good many
‘companies to act as results specifi-
cally justify and their customers do, too.

I do not expect business generally to hold up to
present levels and am of the opinion that some time
=fter the first quarter, or possibly the second quarter,
another readjustment downward will occur, perhaps as
great or greater than what happened in 1949.- I do not
expect a severe decline. I think there will be greater
unemployment and some lowering of costs.

There is Unquestionably great uncertainty on the part
of industrialists and businessmen generally, I think, and
even a good deal of apprehension about the attitude and
scts of the present Administration, the labor situation
and also apprehension on the foreign front. The fear

of higher taxes, coupled with the failure of either Con-

* Henry P. Kendall

cress or the Administration to press hard for the Hoover .

plan and the economies that could come by that route,
add to the uncertainty.
larger volume and certainly more profitable than in the
cepression years.

ALLAN P. KIRBY
President, Alléghany Corpoiation

It is difficult for hard-headeéd business men to look
forward with confidence or even with real hope, when
an unsound economy constantly faces the country through
zn unbalanced budget, deficit financing, constantly in-
creasing labor costs, .strikes, en-
larged Social . Security and, in the
offing, possibilities of socialistic leg-
islation, such as Federal Aid to Edu--
cation, Socialized Medicine, threats
of higher taxation, and the Ilike.
With all of this, we are also harassed
with the - ever-present danger  of
what will Soviet Russia do, if not
with the atomic bomb, at least with
the unsound economic fallacies at its
command. This is a constant threat
to our welfare and to the well-being
of the world in general.

Despite all of this, we continue to '

live and thrive on an unsound cur-
rency base. Without these ever-
present worrisome problems and
stifling  checks, we could, with the
lelp of sound Government practice, return in a few
short years to a sound economy. The outlook, however,
is not pleasant when we see ourselves slowly but surely
drifting into the slough of some kind of “ism.” No matter
whether it is called American Socialism or one of the
European “isms,” it is, in' the final analysis, all just
=pout the same. Until a trend in the other direction
cevelops, if it ever does, it cannot be expected that busi-
ress can do otherwise but view the future with alarm.
1ith such men as Herbert Hoover, Senator Taft, General
Eisenhower and ex-Secretary of State Byrnes endeavor-
ing to arouse us to the inherent dangers at hand it seems
s though there is some hope that we may come to our
senses and that the situation is not entirely hopeless.
An aroused American people can change Congressional
thinking almost over night.

When, and if, the Hoover Reorganization Plan can be
realized, the budget balanced, no tax increases are en-
zcted, or even threatened, and possibly reduced, so that
venture capital in large quantities may become avail-
zble, socialistic legislation is abandoned, and when some
signs of UN functioning in an orderly manner, become
evident, then and then only can the country hope to
return to any kind of state of reasonable normaley and
Thove forward as it did in the first 25 years of the pres-

ent century.
stk L

Allan P. Kirby
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Business- is -bound to be in.

¢

FRANK F. KOLBE
President, The United Electric Coal Companies

It is extremely difficult to make any prediction as to
the expectancy in the coal industry for the calendar year
1950. This is almost entirely due to the uncertain labor
situation that has existed since June, 1949, and is at
present continuing.

During the last six months of 1949,
we had a complete tie-up due. to
strikes in the United Mine Workers
of America mines for 60 days and
for two months prior to that were
only permitted to produce coal on
Monday, Tuesday and Wednesday of
each week. This limitation on pro-
duction remains in effect at the pres-
ent time and is causing serious hard-
ship on the part of both consumers
and producers of coal.

Naturally, this uncertainty as to
supply has caused oil and gas com-
petition to be a more serious threat
to the coal industry and loss of busi-
ness to oil and gas competition must
be expected. g

Tt is estimated that the country will need approxi-
mately 475 million tons of coal for 1950. Mines that are
available for production at present can produce ap-
proximately 650 million tons, Well-managed properties
equipped with modern facilities for producing and pre-
paring coal will continue to prosper and while indications
are that 1950 has serious problems for the industry as
a whole, I believe there are still possibilities of fairly
good earnings for those companies having the proper
facilities and management to solve these problems.

Frank F. Kolbe

ALF M. LANDON

1950 will be like other New Deal years.

Being an election year, there will be more spending
than in “off” years. Business will get an extra artificial
shot in the arm.

According to the New Deal cus-
tom, business will be called a crook
and the Administration will attempt
to hamstring its activities.

Sound periods of prosperity are
not based on a foundation of deficit
~financing — despite glowing predic-
tions of so-called businessmen.

I quote a small weekly editor’s re-
cent letter. For “a local man,” substi-
tute some of the chattering ty-
coons and you have the national
picture:

“Here is an example of a local
man who had always been a Repub-
lican but swung in behind the New
Deal when it began to hand out
money and guaranteed him a big
price for wheat. He has told me the
past four or five years, that it was a poor program and
meant trouble in the end, but that he would vote it just
one more year and then he would be on easy street.
But he said, I do not know what will happen then. But
that is the attitude of many—give me the cash today
and let. tomorrow take care of itself.”

Alf M. Landon |

S. E. LAUER
President, York Corporation

Air conditioning of many large buildings, deferred
because of wartime limitations and the lack of compe-
tition in renting space, is accelerating. The use of air
conditioning in manufacturing to get improved products,
was advanced by war-born progress
in technique. But gradual increase
in use of air conditioning is finally
suggesting to the home owner that
he can share its benefits. Prof, Sum-
ner H. Slichter, Harvard economist,
in projecting the next 30 years of
the American economy in the No-
vember “Atlantic Monthly,” predicts
that the expanded use of air con-

- ditioning commercially “in restaur-

ants and office buildings will create
the demand for much air condition-
ing in Lomes.”

Single room air conditioners are
applicable to residential use, but for
the first time the vast residential
market will be opened by the com-
pletely hermetically sealed type of
unit air conditioner now available for use separately or
in conjunction with existing warm' air heating systems
to provide year-round air conditioning for the entire
house or for several rooms simultaneously. :

The next 10 years are expected to produce sizable air
conditioning volume in new commercial construction of
all types as an important service to attract tenants and
customers. Air conditioning is now taken for granted
in most forms of public transportation. All passenger
liners now under construction, including the largest su-

S. E. Lauer

pcrlincr' to be constructed in the United States for which
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eight giant York turbo systems will be used, are to be
completely air conditioned according to 'a recent an-
nouncement of the U, S. Maritime Commission.

Air conditioning is a growing industry.

F. M. LAW

Chairman of the Board, First National Bank in Houston

That practically everybody is willing to get out on
the limb far enough to predict good times for at least
the first half of 1950 might prove to be unfortunate in
its reactions. It seems a bit ominous that most of the
prophets prefer to confine their com-
ments to the first six months and
many of them to the first 90 days.

The two big “ifs” in the situation
seem to be centered around Con-
gress, and secondly, the ever present
torment of world politics.

In Texas perhaps the majorily
opinion among bankers is that 1950
will nearly, if not quite, equal its
predecessor as to earnings, employ-
ment and business activity. The
books are closed on 1949 and we
now know that it turned out better
than most of us even hoped for at
the -beginning of that year. The
farmers of Texas—and it must be
remembered that Texas is still pri-
marily an agricultural and livestock
state—are in sound position. They owe little money and
their credit at the banks is gnod. :

It is largely due to the big cotton crop that deposits
in Texas banks have reached an all-time high. At the
same time there has been some dzcline in loans, al-
though not to such an extent as is_indicated in New
York and other reserve cities. The industrial develop-
ment in Texas continues apace. In this field we {ind
ambitious plans in the making and no visible sign of
any acute uncertainty or anxiety. Businessmen in Texas
generally very earnestly believe that substantial econo-
mies in Federal expenditures are entirely practical and
possible and that there is a good chance that the Con-
gress will have the courage to put them into effect. This
done there will be no need for additional taxes and we
can discontinue the dangercus program of deficit
spending. ] ) i

Bankers, merchants, farmers. industrialists, and 'in
Texas we may include labor, are all of the opinion that
taxes are already near the danger point. and that addi-
tional levies might easily mean dirainished returns.
Texas faces the future with confidence but quite mind-
ful of the uncertainties which lie ahcad. One thing is
certain: Texas business men are convinced that the pub-
lic good calls for less and not more government control
of business. ’

F.M. Law i

R. L. LEADBETTER

Vice-President, Burgess-Manning Co.

Present indications are that industry and business
generally will install more noise-abating equipment
during 1950 than in any past year. 1 base my forecast
on the increased intolerance of unnecessary noise on
the part of people who realize its
harmful effects.

During the past ten months Bur-
gess-Manning sales of noise-abating
equipment, snubbers, acousli-bootns
and other devices were 110% of the
same period last year. Installation
requirements to meet this demand
for quiet for next year are the larg-
est in the history of the company.

The oil industry, utilities and rail-
roads appear to be among the lead-
ers in the increased demand for

" quieting devices during the year just

closing.

Management seemingly is becom-
ing more acutely aware this year
that constant, unnecessary noise is a
waste, and a growing threat to ef-
ficiency, health and safety. :

Industry in general is showing an increased desire to
take steps to combat the growing noise menace.

Management executives and development engineers at
Burgess-Manning have found the above industries and
many others are becoming conscious that noise cannot
be disregarded. In the interest of the economic and
physical benefit of all concerned it must be reduced
wherever possible.

Management has discovered through their own experi-
ence and that of psychiatrists and psychologists that
long-continued noises in plants and business places pro-
duce fatigue which impairs efficiency, encourages in-
attention and lack of concentration. The nervous sys-
tem, it has been found, is not constituted to take such
constant battering.

The use of quieting and spark suppressing snubbers on
gas and diesel engines and on other equipment has been
found not only to alleviate the noise problem but alsp
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Glancing at 1950

clude  “minor readjustments” in
1950. " But given the hard facts of
political life:” the pending Con-
gressienal - elections and an ap-
preciable budgetary deficit in the
place of a by-gone surplus—a po-
tent inflationary factor replacing
the deflationary one—the likeli-
hood that extraneous (political)

dnfluences may cause a serious re-

versal, or even permit it, is negli-
gible indeed. Actually, the fifth
wage round' may be taken for
granted, ‘to be backed up by new
credit expansion. In short, we soon
again may see higher wholesale
prices for manufactured commodi-
ties, tempered by cost-paring tech-~
nological -improvements and by
lower farm product prices. Al-
ready, most building costs have
stiffened, to. say.nothing of steel
and - of ‘the upward pressure on
coal,” nor of the Tecent “correc-
tions” which have lifted basic raw
materials - from their mid-year
lows.
v

Of course, all.advance symp-
toms of bigger and better business
ahead might be annulled almost
overnight, if buyers go into hid-
ing — which is what they have
been doing “seasonally”’— orders
are cancelled, prices plunge and
the trouble spreads, be it only for
a short while. But it stands to
reason that the year-end hoom
will be carried well into the New
Year by its own evident momen-
tum. That is about all the prog-
nosticators’ foresight amounts to
at present.

And it stands to reason, too, that
before next November’s elections
nothing will be permitted to in-
terfere in any serious way with
the kind of mass-happiness that
pays dividends at the polls. Its
drying up on the consumer end
is out of the question when enough
fresh spendable income can be
dispensed to enough people on
open or concealed public payrolls.
As to the construction end: if in-
creasing population, “full employ-
ment” and rising wages do not
provide sufficient incentive for
more housing, plant and labor-
saving equipment, additional Fed-
eral and municipal. construction
can do the trick,

VI

In short, the prevailing optim-
ism -about the general business
prospects of 1950 is well justified
—provided it is not based on self-
delusions. Let us not delude our-
selves with the notion that this is
a fundamentally sound, balanced
economy: -the - short¢omings - of
which could be eliminated (in the
long pull) by some magic, such
as ‘“‘co-operation” between busi-
ness,-labor, farm and government.
Nor is the scramble of the vested
interests for more and ‘more hand-
ouls an accidental :aspect of the
picture that might be cleaned up
by, a ‘proper election. In the face
of ‘fabulous -wealth, of unprece-
dented productive: capacity and
living standards, this economy of
ours is unbalanced in a fashion
that cannot be corrected by minor
and relatively ‘painless adjust-
ments,

The price structure is totally
out of balance with the underlying
supply -demand forces. Overin-
flated farm prices — probably
double' what they should be to
bring the market anywhere near
equilibrivin—constitute the most
conspicuous case to the point. But
industrial incomes are similarly
distorted. High living - standards
are financed either by tax reve-
nues or by way of a price and
profit- inflation that: keeps stimu-
Jating output beyond the con-
sumers’ capacity to absorb it. The
result is ‘recurrent.:shutdowns—
or - recurrent -strikes—to -control

’production and raise.eosts further,

In ‘a futile-circle; a~high wage-

‘'with Joseph

price level and a high level of
output chase one another, and the
problem grows more aggravating
at every turn.

It may be another boom year in
1950, and perhaps also in 1951,
presumably with some recurrence
of unpleasant inventory liquida-
tions, strikes and similar proc-
esses. Even so, the continuation
of the boom will have to be
bought at the price of further ex-
panding the credit (debt) system
and further diluting its monetary
base. The longer this-continues,
the more prices and incomes will
be removed from being adequate
expressions of the basic economic
realities which' undoubtedly will
reassert themselves —-sooner or
later. What that may entail some
day in terms of social upheavals
is any one’s guess.

Fenton and Marr Join
At_nes, Emerich & Co.

< -

Lawrence Marr Arthur W, Fentor:

CHICAGO, ILL.—Lawrence M.
Marr and Arthur W. Fernton have
become associated with the trad-
ing department of Ames, Emerich
& Ce,, Inc. 135 South La Salle
Street. Both Mr. Marr and Mr,
Fenton have been with E. H. Rol-
line & Sons, Inc.. in its Chicago
office for the past 15 years.

Mr, Marr is Past President and
director of the Bond Traders Club
of Chicago and has been active in
the affairs of the National Secu-
rity Traders Association.

Mr. Fenton is a former director
of the Bond Traders Club of Chi-

cago.

Frank Mulligan With
Joseph McManus Co.

Frank E. Mulligan has become
associated

McManus &
Co., 39 Broad-
way, members
of the New
York and
Midwest Stock
Exchanges
and the New
York Curb
Exchange.. He
has been with
E. H. Rollins
& Sons, Inc.
in their trad-
ing depart-
ment since
1942 and prior
thereto was associated with G. A.
Saxton & Co., Inc.

Salle Street. He was formerly
with Chesley & Co.

Joins Reynolds Staff

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, ILL.—Jack Frankel
has been added to the staff of
Reynolds & Co., 208 South La

Frank E. Mulligan

NASD District No. 11
Elecis Officers

‘The members of District No. 11
of the National Association of Se-
curities Dealers, Inc. recentiy
elected: Edward J. Armstrong,
Stein Bros. & Boyce, Baltimore,
Md.; W. Erskine Buford, W. E.
Buford & Co., Charlottesville, Va.;

William D. Croom, First Securities'

Corp., Durham, No. Caro.; Ben
S. Willis, Alex. Brown & Sons,
Winston-Salem, N. C., to 