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EDITORIAL

As We See It
Britain vs. United States—A Study in Degrees

There are those, of course, who will pooh-pooh
the idea that there is any significant similarity
between the issues which the British people are

facing—or should be facing—in the coming elec¬
tion and those which are present in this country
and which should definitely go before the voters
here next autumn. Yet we venture to assert that
the similarities far outweigh the differences.
What Britain has done during the past two or
three decades, and particularly during the years
since the present Labor Government has been in
power, goes farther than anything that has been
actually undertaken on this side of the Atlantic.
As a matter of fact, it goes farther than anything
that we have seriously considered, or at least
have openly avowed.
But ever since the rise of the New Deal in 1933,

including prewar, war and postwar years, we
have been moving continuously and without a

single really backward step in the same direction
as have the people of Britain. The basic implica¬
tions of our policies have been and today are
much the same as theirs. What is more, the com¬

mitments, the increasing acceptance by the rank
and file of the basic philosophy upon which all
this rests, the new type of thinking to which it
gives rise on Main Street, and the steady loss of
self-reliance and individual initiative involved in
it all, render it day by day more difficult for us
to reverse our course short of something a's com¬
pelling as catastrophe.

Increasing Hazards

Delay in coming to grips with these questions
Continued on page 33

Menace of Deficit Spending The Foreign Trade Picture
By EDWIN G. NOURSE*

Former Chairman, Council of Economic Advisers
i ^

Former chief government economist warns continuing
Federal deficits will lead to further inflation and threat¬

ens stability of the dollar. Holds Federal Budget could
be balanced within year or two if government welfare
and development programs were curtailed, but points out
drastic cuts in Federal spending may pull props from
present business prosperity, unless gap is filled by

increased industrial expansion.

Thirty minutes would be much too short a time for a

real analysis of the complex consequences of present
government policies and of the process by which they
will work themselves out. There may be even some

doubt as to just wnat these policies
are. The recent statements of the
President and his Council of Eco¬
nomic Advisers seemed to have

something of a "new look." But after
the obscure passages have been
translated and the budget message
has been studied, the illusion of
change disappears. These extensive
documents in support of current Ad¬
ministration policies allude to them
as "establishing a course that will
complete the recovery and carry us
on to economic growth" and as pro¬

viding "a solid basis for moving to¬
ward budgetary balance in the next
few years." We are assured that
"this financial program provides a
sound basis on which to proceed. It

will properly support the extraordinary responsibilities
of Federal Government both at home and abroad, and at
the same time meet our obligation to pursue a policy of
financial prudence and restraint. Such a policy must be
directed at producing a surplus as soon as possible under
favorable economic conditions."

Personally, I cannot quite buy this attractive package.
1' Continued on page 50

Edwin G. Nourse

By JAMES MUIR*

President, The Royal Bank of Canada

Urging all nations to settle their war debts so that a free
market in foreign exchange and greater stability in inter¬
national trade can again be established, prominent Cana¬
dian banker stresses need of sound currencies throughout
world. Suggests a universal modified gold standard, or
its equivalent, as means of attaining stabilized exchange
rates and as well as greater foreign imports and invest¬
ments by creditor nations. Says Canada's outlook is good.

The World Picture
In 1949, the world continued to be faced with an ap¬

parent shortage of U. S. dollars. I say "apparent" be¬
cause the so-called "shortage" is really the symptom of
a fundamental unbalance in international trade. The

world would like to buy from the
United States more than it is able to

pay for through exports of goods and
services to the dollar area; and this
merchandise-and-service deficit is
larger than the current process of
private investment can offset or for¬
eign reserves of gold and dollars can

sustain. In addition there is a small¬
er, but still significant, shortage of
Canadian dollars, arising from sim¬
ilar causes; and there are local and
regional shortages of other curren¬

cies depending in each case upon the
relative "hardness" of the currency
concerned compared with certain
other currencies within a given
trading orbit.
It may afford us some mild com¬

fort to recall that there have always been relatively
"hard" and relatively "soft" currencies since the begin¬
ning of large-scale international trade. In the nineteenth
and early twentieth centuries the pound sterling was the
hard currency in general demand. Nevertheless, there

Continued on page 42

James Muir

*An address delivered by Dr. Nourse before the Eco¬
nomic Club of New York, New York City, Jan. 24, 1950.

*An address by Mr. Muir at the 81st Annual Meeting of
Shareholders of the Royal Bank of Canada, Montreal,
Can., Jan. 12, 1950.
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The Security I Like Best
Constituting a continuous forum in which, each week, a different group
of experts in the investment and advisory field from all sections of
the country participate and give their reasons for favoring a particular
security. Some selections may be suitable for individuals, some for
trustees and others for institutions.

Alex. B. Johnson

ALEXANDER B. JOHNSON
Partner, Cyrus J. Lawrence
& Sons, New York City

Among the securities which "I
like best for the future" is the
common stock of Fairchild Camera
& Instrument Corp., which at this
writing is sell¬
ing at 24%,
listed on the
New York
Curb E x-

cliange.
Capitaliza¬

tion of Fair-
child is sim¬

ple, consisting
solely of 347,-
032 shares $1
par common
stock.

Since 1937

when the en¬

gine and air¬
plane activi¬
ties of the

prior to then consolidated Fair-
child enterprises were separated,
the Fairchild Camera & Instru¬

ment Corp. has been a prominent
manufacturer ofmilitary and com¬
mercial aerial cameras, machine
gun cameras, and photographic
laboratory equipment. In addi¬
tion, it has produced various pre¬
cision instruments, including navi¬
gation devices, radio compasses,

computers and sound recording
equipment. The company engages
in intensive research, and while
most of the sales of the past dec¬
ade have been to the United
States Government, the company
has developed and produced vari¬
ous items for commercial use, in¬
cluding medical cameras, poten¬
tiometers, hysteris type fractional
horsepower motors, small preci¬
sion power tools and, I believe,
most significant of all, certain im¬
portant new products for the
printing and publishing industry.

It is these new products and
their growth potentials that lead
me to believe that the stock has

possibilities for the future.

About a year ago the company
introduced commercially its
Photo-Electric Engraver, an eas¬

ily and inexpensively operated
machine which produces a dur¬
able plastic engraving in from
four to twenty minutes. Similar
in size and appearance to a small
bench lathe, the engraving ma¬
chine contains a photo-electric
cell which scans the photograph to
be engraved. The reactions of
this cell to the light and dark
areas of the photograph are re¬

layed to a mechanism containing
a red-hot stylus. The stylus burns
the engraving into the plastic ma¬
terial. The company rents '.and
services this machine, following
the successful method long em¬

ployed by IBM. Savings in the
making of engravings by the use
of this machine are said to be

large, both from the point of view
of time and cost. Some 200 en¬

gravers are now rented and it is
believed that this figure approxi-
makes the break-even point for the

company on the machine. It may
therefore be assumed that the

rental of machines from this point
will be profitable. It has been
estimated that a potential rental
market exists for as many as 4,000
engravers.

The company also has devel¬
oped and tested in trial installa¬
tions a machine called the Litho-

type, which it is now ready to
market commercially. The Litho-
type machine is a composing ma¬
chine resembling an electric type¬
writer, which produces copy by
means of standard printer's type
set in removable wheels. The
wheels can be changed in a matter
of seconds to provide a wide
choice of type faces or sizes. Char¬
acter spacing in the Lithotype is
proportional (an "i" does not take
so much space as a "w"), and
righthand margins are automati¬
cally justified (margin is not
ragged in appearance). Copy is
reproduced by photo lithography
or direct image. The process is
said to offer great economies in
labor and cost to the graphic arts
industry and to newspapers and
other potential producers of
printed matter from the photo¬
graphed copy. While no actual
estimate as to the sales potential
of this machine can be made, it is
believed to be very large.

Current earnings and dividends
are small, but the company has
been so ably guided , and it pos¬

sesses such strong growth char¬
acteristics that I am inclined to
attribute little significance to
these factors in relating the
present price of the stock to the
future.

CHARLES C. KING

Investment Dept., The Bankers
Bond Co., Louisville, Ky.

One of our local stocks, which
I think has a promising future, is
American Air Filter Co. common.
On Jan. 6 of this year, American
Air Filter Co.

merged with
Herman Nel¬

son Co. The

merger was
effected

through the
exchange o f
stock. Each

share of Her-
m a n . Nelson

Co. received
one share of

New 5% Con-
v e r t i ble Jr.
Preferred o f

the American
Air Filter Co.

c o n v e r tible
into 1 1/10 shares of American
Air Filter Co. common. For the
sake of saving space in our brief
discussion, American Air Filter
will be called American and Her¬
man Nelson—Nelson.

American, incorporated in 1925,
is engaged in the manufacture and
sale of air filters used in ventilat¬
ing and air conditioning systems

Charles C. King
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Fairchild Camera and Instrument
Corp.— Alexander B. Johnson,
Cyrus J. Lawrence & Sons, New
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American and Herman Nelson

(Consolidation of American Air
Filter Co. and Herman Nelson

Co.) — Charles C. King, The
Bankers Bond Co., Louisville,
Kentucky.

Canadian Government Internal 3s
—James K. Miller, The Domin¬
ion Securities Corp., N. Y. City.
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Wilmington, Del.
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Winkler & Co., New York City.

Alabama &
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Bought—Sold—Quoted

Steiner,Rouse & Co
Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
HAnover 2-0700 NY 1-1557

NewOrleans, La. -Birmingham,Ala.
Mobile, Ala.

Direct wires to our branch offices

TRADING

MARKETS

for the purpose of cleansing the
air of atmospheric dust and in the
manufacture and sale of dust col¬

lectors, which are used in certain
industries for cleansing the air.
Nelson is, and for a number of

years has been, engaged in the
manufacture and sale of heating
and ventilating equipment, con¬

sisting of unit ventilators, unit
heaters, fans and blowers and
portable heaters.

During the past several months,
the price of the common stock of
American on the over-the-counter
market has ranged from a low bid
price of 11V2 to a high bid of 13.
The current dividend is $1 per

year, paid quarterly. Reference
to the balance sheets discloses that
the book value at Sept. 30. 1949 of
the 286,900 shares of common
stock of.American was $7.17 per
share and at that date the book
value of the 110,120 shares of
common stock of Nelson was

$20.67 per share. The pro forma
balance sheet at Sept. 30, 1949, giv¬
ing effect that no shares of 5%
New Preferred stock have been
converted, shows a book value of
$9.35 per share on the 286,900
shares of American Common.

Since the fiscal year of Ameri¬
can differs from that of Nelson,
audited figures are not available
for a statement of what would
have been the earnings per share
of common stock had the merger
been in effect for any past period.
Upon comparing the earnings per
books of the two corporations for
the 12 months ended March 31,
1949, it appears that had the mer¬
ger been in effect during such
period (and no shares of 5% Pref¬
erence stock had been converted)
the earnings per sare on the out¬
standing 286,900 shares of com¬
mon stock of American would
have been approximately $2.53;
whereas, for the twelve months
period the earnings of American
were approximately $2.04 per
share on the same number of
shares.

The management is good and
labor relations have been very

satisfactory. Under this new set-
Continued on page 34
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Confirmation
SEC Sponsorship of the Frear Bill as proof of its reaction to
the over-the-counter market. Commission's constant lobbying
for extension of its powers. Some of its failures and motives
outlined. Congress cautioned to be on guard and to preserve
those characteristics which hallmark the registered and the

over-the-counter markets.

The public press has been carrying headlines indicat¬
ing support by the Securities and Exchange Commission
of the Frear Bill, and expressing the opinion that 1950 is
"Der Tag" when such support is expected to "bear fruit."

Because in this proposed legislation, we recognize the
progressing attempt to write the epitaph of the over-the-
counter market, we continue to sound the state of alarm.

One daily announces "SEC Joins Frear for Law
Changes." This is rather elusive headlining and recalls
the controversy of which came first, the chicken or the
egg. To determine who is joining whom, it should be
recalled that several years ago, in a repbrt to the Con¬
gress, the SEC expressed its advocacy of "equalization,"
one of those hypnotic but deceptive words behind which
the Commission seeks to disguise its favoritism for the
listed as against the over-the-counter market, and that
long before such formal presentation the fact of such

partisanship was generally suspected.

Despite repeated SEC affirmations of "good in¬
tentions," desires to aid the investment banking in¬
dustry and to be responsive to the "public interest,"
we find in our view that the Commission seeks as its
primary purpose the extension of its powers, all else
notwithstanding. This, the history of its existence
makes apparent to anyone who will take the pains
to study that history.

For such extension of powers the Commission and
its representatives have been shameless lobbyists using
many outworn reasons and pretenses as grounds for the
alleged need, despite the fact that this is completely out¬
side of its functions.

The SEC has been slow to recognize errors in 'judg¬
ment. Prospectus requirements have been a plague to
underwriters and distributors of securities/ The average
investor refuses to be bothered with the minutiae con¬

tained in the prospectus which accompanies a primary
sale. Paradoxically, it is at the very time wheb the
Commission is acknowledging its faux pas and spon¬
soring, by just talk alone, the simplified prospectus for
registered securities, that it sponsors the Frear Bill.

To be exact, it was in 1946, in a "Report to Congress," ,

that the SEC officially espoused the "principles" which
are the foundation of the Frear Bill. >. This was done under
the beguiling title, "A Proposal to Safeguard Investors
in Unregistered Securities." Mr. Ganson Purcell was then
Chairman of the Commission, and in its behalf addressed
the, report to "The President Pro Tempore of . the Senate"
and "The Speaker of the House of Representatives."

Here is what was said in that document concerning
certain of the distinctions which by trade custom and
usage! had developed in and characterized the auction
and the over-the-counter markets: "The purpose of the
amendment is to eliminate a double standard with re¬

spect to the protection of investors which—more as a

result of accident than of design—has developed over the
past 13 years."

With characteristic phrasing agility, the Commis¬
sion converts trade custom and usage into "accident,"
and compresses decades into "13 years." , Character¬
istics which have delineated separate markets for
decades, both of which have served our economy well,
suddenly, under the deceptive pen, become "double

. . Continued on page 50
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Realities of the Dollai Shortage
Problem

By MELCinOR PALYI

Asserting planning in field of international trade and money is
dismal failure, Dr. PaJyi contends most financial systems of
world are worse cff today than at end of war. Says American
investor is not willing to take up burden imposed on U. S. tax¬
payers, and doubts claim our spending abroad serves our

national defense. Concludes Marshall Plan's blessings, in form
of current prosperity may prove curse tomorrow.

Dr. Melchior Paly)

Economics as a practical science
has often been compared with
medicine. Both have their origin
in the pathological problems of
human life,
physical or so¬
cial; both of¬
fer to prolong
it and to re¬

lieve its pains.
But there the

analogy ends.
They move in
opposite di¬
rections. The

progress of
medicine con¬

sists in devel¬

oping fresh
cures for old
diseases. The

progress of
economics
consists in discovering fresh mal¬
adies— and providing fresh con¬
fusions instead of cures.

The most recently discovered
economic sickness is known as

Dollar Shortage. Of course, we
have been short of dollars for a

very long time, but what is meant
now is a specific variety of that
ailment. In the scientific jargon,
it is called disequilibrium in the
international balances of pay¬
ments. It would be interesting to
reflect on the question of why we
were not aware of any such prob¬
lem previous to World War II. To
be sure, an alleged shortage of
precious metals was the basic mo¬

tive force in the commercial poli¬
cies of the 16th, 17th and 18th
centuries. At that time, it was the
flow of silver and gold from the
New World that induced Europe
to scramble for the money metals.

Presently, her scrambling for dol¬
lars reflects America's higher pro¬

ductivity. Could it be that Europe's
balance of payment troubles orig¬
inate from this side of the Atlan¬

tic? Anyhow, between the so-

called Mercantilist Age previous
to the industrial revolution on the

one hand and the current social¬
ist era on the other, there was an

age of capitalism or of free enter¬

prise which was unaware of any

such problem of financial anemia
as the dollar-gap of these days.
Balances of payments were sup¬

posed to, and actually did, balance

automatically. Why don't they any
longer?

II

Dollar shortage as a serious
and chronic sickness of the inter¬
national economic body has be¬
come a commonplace in news¬

paper lingo and has been raised
to academic dignity. Pretty soon,
we may see professorships of Dol¬
lar Shortage established at leading
Western Europe universities (pre¬
sumably, and properly, to be
financed with U. S. dollars). At
any rate, the whole concept is so
novel that few people as much as

thought of it five, four or even
three years ago. For example, an
expert in ■; international finance
like Mr. Aldrich of the Chase Na¬
tional Bank did not have an ink¬
ling of what the world was up to
when, in 1945 and 1946, he assert¬
ed with all the authority at his
disposal that the $3.75 billion
American loan would enable Brit¬
ain to make the sterling freely
convertible into dollars—within a

year or so! And Mr. Hoffman of
the ECA, to quote another great
international expert, assured us as

recently as in November, 1948,
that the Marshall Plan would put
Europe on her feet by 1952.
By this time, we all know bet¬

ter. It is a foregone conclusion at
home and abroad that the gap in
the outer world's balances of pay¬
ments will persist indefinitely.
European experts, official or oth¬
erwise, are quite frank about it.
Opinions differ only about the
prospective size of the annual im¬
balance that is to be covered by
American governmental donations
or subsidies of some sort, this on

top of the forthcoming armament
aid, if Europe and the rest should
be preserved as going concerns.
Even a Republican leader like
Senator Taft foresees an annual

$1 to $2 billion burden on that
score— after 1952 — an estimate
that will turn out, I am inclined
to believe, to be a very optimistic-
one.

Ill

We have come to a new point
of departure in our thinking about
this Brave New World's financial

problems. By middle 1952, we

will have spent and allocated just
about the sum of $35 billion (not

counting private charities, indi¬
rect subsidies and bits of direct

investments totaling another $10
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billion or so) which the late Lord
Keynes wanted us to throw into
a Clearing Union: we were to
put in the dollars and the others
were to "clear" them. This is ex¬

actly what has been happening.
But Keynes and his contempo¬
raries of five years ago expected
to succeed in restoring the equi¬
librium of the world's interna¬
tional balances and the multilat¬
eral convertibility of the major
currencies. It is important to face
squarely the sad truth: that our

global sacrifices are in vain, as
our world-wide planning in the
field of international trade and

money is a dismal failure.
The prime purpose of our plan¬

ning, scheming, managing and
spending on a global scale may be
put into a short formula. They
were to make the European—and
by indirection also the non-Eu¬

ropean—currencies freely redeem¬
able in dollars. That meant two

things: first, the maintenance of
stable exchange parities which
were fixed when the International

Monetary Fund went into opera¬
tion; and secondly, the prohibi¬
tion of multiple currency prac¬
tices, in turn presupposing the
reduction of exchange restrictions
to modest proportions, if not their
total elimination. Nothing of the
kind has been accomplished. The
billions involved in UNRRA, An¬
glo-American Loan, International
Bank and Fund, Export and Im¬
port Bank, Marshall Plan, etc.,
have been utterly wasted so far
as the monetary objectives of
prime intent and importance are

concerned.

Virtually every single currency
that is supposed to be protected
by the Bretton Woods set-up
and/or backed by the Marshall
Plan has gone into bankruptcy
and had to be scaled down; some
of r them went several times

through that-, painful operation.
Even so, almost every one of them
again is selling below par on the
"black" market. Also, not one of
them is freely convertible or
transferable even after all ampu¬
tations. As to the ending of mul¬
tiple currencies, it may suffice to
mention the 60-odd kinds of Brit¬
ish pound sterlings in circulation.
Bretton Woods is a complete fi¬
asco both ways: neither have the
exchange rates been stabilized nor
the absurd systems of multiple
currencies eliminated, or the war¬
time exchange restrictions appre¬

ciably reduced. In 1950, Europe
and Latin America appear to be
farther away from these objec¬
tives than they seemed to be in
1946, and again in 1948.
Most financial systems of the

world are worse off today than
they were at the end of World
War II. Needless to mention China,
that cost us $2 billion in direct
aid alone, undone by our own

policy of betraying, ruining and
abandoning China; the well over
$1 billion in UNRRA funds which
served to help the consolidation
of communist rule in Poland, Yu¬
goslavia and the Ukraine; or the
$2 billion disbursed in the Philip¬
pines, much of which had been
dissipated in graft and inefficient
administration. The fact is that
the currencies of most Western

Continued on page 24

Hitting Nail on Head in Selling
By WILLIAM BALCH*

General Sales Manager, Ansco Division, General Aniline and
Film Corporation

Mr. Balch gives advice to salesmen in planning work, study¬
ing the product and knowing the market. Stresses value of

studying carefully desires and preferences of customers and
.. means of satisfying them. Discusses methods of finding and-

holding prospects and of overcoming saturated markets.

Very often we get our boys to
gether, in our company, and talk
about the job of selling and pre¬
senting our goods to many mar¬

kets, and I
thought per¬

haps it might
help just a
little bit if I

could let you
u n d e rstand
some of our

problems and
present a very
short resume

of our sales

organization.
I don't know

that our set¬

up is so unique
or unlike that
of any other
company, except

William Balch

SPECIAL PUT OFFERINGS
• Per 100 Shares •

Skelly Oil ©102 Apr. 28 $487.50
Cities Service... @73 Apr. 21 462.00
Continental Oil.. @ 57% Apr. 22 325.00
Plymouth Oil ... @42% Mar.ll 287.50
Southern Pacific @ 52% Junel9 387.50
Liggett Myers... @ 86% Apr. 24 387.50
Republic Steel .. @ 24 Junel9 175.00
Wheeling Steel.. @45% July26 337.50
Studebaker Corp. @ 28 July 10 362.50
Schenley Ind....@32% Apr.21 200.00
Oliver Corp @26% Apr.24 237.50
Subject to prior sale or price change

THOMAS, HAAB & BOTTS
Members Put & Calls Brokers &

Dealers Assn., Inc

50 Broadway, New York 4, Tel. BO 9-8470

that we do
sell in many, many markets. Let
me tell you about some of them.
We sell ex-ray film to doctors and
dentists and hospitals and to
roentgenologists and to manufac¬
turers who need ex-ray film in
the checking of their products as

they go through the production
line.
We sell motion picture film to

you, the amateur, to the profes¬
sional in Hollywood, to the visual-
education people, and for sales
training purposes. We sell photo¬
graphic paper to the photo fin¬
isher who does your developing
and printing of snapshots, and we
sell paper and film to the portrait
studio that takes your picture and
your wife's picture, and we sell
merchandise to the printing in¬
dustry, to the graphic arts houses,
to the photo-engraver, and to the
lithographer, and so on.
We sell to the newspapers and

to the drug stores and to the
retail photographic stores, and to
the department stores.
I have mentioned all of those to

give you a general idea of the
expanse of markets in which we

have to solicit business. And that
is broken down—very quickly, to
give you this picture of our or¬

ganizational chart—we might call
them specialized salesmen, or
salesmen trained to work and
market in a particular area, such
as an ex-ray film salesman.

!
He must know all about the

ex-ray equipment, and how to
take ex-rays of skulls and wrists
and fingers and legs and what¬
ever else ex-rays are taken of.

And the graphic arts salesman
must know the problems of the
engraver, and the lithographer,
and so on. That also holds true
in the motion picture industry,
and with the retail drug stores,
and to the department stores, to
the photo finisher, to the portrait
studio, or to any of them.

So, you see, in our company,
we have a pretty wide variety of
types of selling, or types of mar¬
kets, or types of men. 1 believe
that in any facet of our selling,
and in yours as well, this job of
salesmanship is just about the
same thing. There are only two
or three things that we have to

do, and to know, to be relatively
successful.

I think that many salesmen
run around in circles, without too
much planning as to what they

^Stenographic report of lecture
by Mr. Balch, 15th in a series of
Investment Salesmanship spon¬
sored by Investment Association
of New York,, New York City,
Jan. 12, 1950.

are going to do tomorrow, or a

long-range program of what they
will do next month, or next year.
Let me talk to you for a few

minutes about selling, as we

might discuss selling with our
own people. And you might be
able to apply this thinking to
your own job.
Our job of selling is made up

of about three necessary func¬
tions. The first is to initiate and
consummate a sale to the com¬

plete satisfaction of the customer.
If that is done well, and if good
salesmanship is used, you will
leave that customer in the frame
of mind to welcome you back and
sell him something else at some
future time.

As a matter of fact, I think that
the customer should buy so en¬

thusiastically that he might help
you to sell more merchandise to
other people, because he likes
you, and he likes your product,
and the way you present it. He
tells people about it, and you get
new leads in that way.

I don't believe that any human
being wants to be sold anything.
You have to let the prospective
customer do the selling himself.
You have to give him an excellent
reason why he should buy your

product, and that reason should
include many things:

Give Customer Reason Why He
Should Buy

You have to know something
about him and his needs; prob¬
ably what he owns already. And
you have to give him enough
reasons to buy so that he will
think, "That's a good idea," and
start thinking of more reasons

why he should buy your product.
I have often asked myself why

some salesmen sell more mer¬

chandise than others. A group of
salesmen in any company are all
out trying to sell the same mer¬

chandise, with the same quality,
and yet there will always be one
salesman who will be outstanding.
Why? Maybe this fellow has a

little more experience than the
others, or maybe he has prac¬
ticed using his sales tools a little
bit more than the others.

So that is the reason I say to
you, and to our boys, that if you
plan your work, and if you study
your product, and if you know
your market, you will probably
be highly successful.

Knowing the Market

That brings us to another im¬
portant subject that I want to talk
about, knowing the market. As I
said before, a lot of salesmen run

around in circles. - A lot of sales¬
men fail to acquaint themselves
with the market.

Many salesmen spend too much
time just hunting for the market
and never finding it, although H
is right under their noses all the
time.

A year ago, in the National
Wholesale Drug Association, there
was a study made of salesmen's
activity, where they spent their
time, and how they spent their
time. That revealed some rather

startling statistics.
I asked our men, before I told

them about this the other day,
"How much time, in 1949, did you

spend in front of a customer, tell¬
ing him about your products?

Continued on page 41
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Observations . . . .

By A. WILFRED MAY

A. Wilfred May

Help Wanted—A Genius in Psychology
(To Predict 1950)

This caption is intended to warn those readers wishing a
forecast for the coming year that the following will not give them
their money's worth in compensating them for their reading-time.
While it is appreciated that in an un-academic world a cor¬

rect forecast of the stock market or business
would provide material reward as well as

glory to the forecaster, it is also realized by
this columnist that these goals unfortunately
are unattainable.

The actual abortive results of business fore¬
casting, particularly since 1929, have been
sufficiently dwelled upon in showing up indi¬
vidual authorities in publicizing their own
sensational wrong guesses, but the never-say-
die spirit of the stock market timers have
prolonged the prophetic hopes in that field.-
But such faith in forecasting of the stock
market is completely unfounded. In the first
place, there is the ernpirical evidence of nega¬
tive results, evidenced not only in notoriously
wrong individual guesses by well-known ex¬

perts, but by inclusive overall results compiled
by authoritative research organizations, as

that by the Cowles Commission.

Those meeting with the negative results include market ana¬

lysts, services, brokerage houses, government officials, economists,
market professionals, investment trusts and corporate insiders. Also,
empirically substantiating the impossibility of forecasting-the-
market-as-a-whole is the increasingly divergent action of the
component issues, both as between industries and between issues.

The reasons for forecasting frustration are varied. They in¬
clude the personal emotional factors inherent in the market place,
unpredictable government interventions—as in credit manage¬
ment; the general divergence of economic factors (even when they
can be predicted) from market behavior; and the many imponder¬
ables and intangibles.

We will not in this limited space attempt to deal with the
logical shortcomings of the many and varied technical "systems"
popularly followed for beating-the-market-as-a-whole. Suffice it
to say that their standard-bearer, the Dow Theory, stripped of
its many embellishments, embraces the questionable assumption
that a trend exists and can be detected while it still is in effect;
and that its past existence presupposes its continuance. Ratio
techniques likewise are based on the risky assumption that a past
performance ipse facto will continue, but in that case in the form
of a divergence.

Chasing the Market with the News

One psychological obstacle to market forecasting can be found
in the community's habit of conforming its interpretation of
external news events to conform to the behavior of security prices
after they have taken place. This is discernible in the successive

contradictory interpretations of a single economic factor.
Take for example that discussion-worn item of deficit-financ¬

ing and "inflation." During bear markets the stock market
community does not become bullishly excited over the inflation¬
ary price potentials resulting from the ever-growing supply of
currency and deposits, but once a market rise is underway the
fears of (hopes for) inflation and temptation to flee from the
currency, including fixed interest media, rise in the public mind
in correlation with the extension of the bull market. The record
of this successively changing attitude toward the supply of money
demanding the available stocks should be realized.

Between 1929 and 1938 stock prices on the average fell by
two-thirds, while demand deposits and currency showed a net
rise of 14%. In the interval between -1937 and 1942 a further
growth in the supply of currency and deposits of 40% was accom¬

panied not in a stock rise, but actually in a market fall of 50%.
And this same contradiction has existed since the end of the war..

Fiscal unsoundness of the government is played up as
a bearish factor of "Bankruptcy" and the like during declining
security-price periods, but contradictorily as a bullish infla¬
tionary boom factor during rising prices.

The Chameleon Attitude Toward Commodity Prices

Similar chameleon-like interpretation is applied to the move¬
ment, of commodity prices. During bull stock markets falling or
steady commodity prices are either disregarded (as during the
1926-1929 stock market embroglio), or else hailed as a favorable
factor in permitting the control of manufacturers' costs, as in par¬
ticular fixed-price industries as the utilities.

On the other hand, during bear stock markets falling com- ,

modify prices are feared as a cause of inventory loss and generally
declining earnings. Conversely, rising prices are regarded as en¬

couraging in bull periods and as discouraging midst bear markets.

Likewise, the opinion-shifts toward the threat of war. During the
1.937-1939 period of war scaredness practically every European
war threat sent the market into a tailspin. This was climaxed in

August, 1939; when Hitler actually marched into Poland Sept. 1,
the stock market embarked on a vigorous advance, enjoying a

six-months' rise of 16%. During that rise, as well as during rises

occurring since the end of the war, threats of war or the existence
of the "cold war" were contradictorily interpreted as bullish
■factors. Conversely, when peace trends occurred during bull
periods they too—inconsistently—were termed a bullish influence.

Continued on page 49

DEALER

BRIEFS

Philadelphia, Pa.
General business activity in 1950
should remain at high levels and
may show only moderate changes
from 1949 averages. Nevertheless,
the securities market could still
advance above 1949 prices.

Today our economy is suffering
from an excess of money produced
cturing and after the war, so that
the country's potential buying
power is three-and-a-half times as

large as in 1939. Under-Secretary
of Treasury Foley, has pointed out
that individuals hold $20,000,000,-
000 in liquid assets. On the other
hand, banks and insurance com¬

panies are overflowing with funds
which they are eager to lend, with
the result that the banks have
been forced to reduce their interest
rates on savings accounts to 1 x/z %
or 2%. With continued high
costs of living, the low interest re¬

turns on government bonds, as

well as savings accounts, seem less
desirable, with the result that there
has been an increase in the num¬

ber of new securities buyers seek¬
ing a higher return on their money.
This buying by new investors has
doubtless contributed to the steady
advance of selected securities since
last June.

Now the buying appears to be
spreading since, on Dec. 14, there
were 1,191 individual issues traded
in one day, the largest number in
the history of the Exchange.
With continued effort of the In¬
vestment Bankers to educate the
masses on the advantages of own¬

ing a share in American industry
and participating in its profits, it
would appear that the trend toward

investing funds in securities of
strong companies has only started,
and that the momentum will in

crease. This should cause many

securities to advance further in

price even though business profits
may be slightly lower than in 1949.
Securities are relatively cheap to¬
day when compared with the low
interest rates. With the strong
prospects that these rates will con¬

tinue low for some time, a yield
of 4% to 6% on securities has
become more attractive to individ¬

uals, especially as they see the
gradually continuing improvement
in economic conditions throughout
the western world. The public is
not only less disturbed over the
prospect of another war in the near

future, but the recent disappear¬
ance of Socialistic Governments in

Australia and New Zealand and the

possibility • that Great Britain after

years of experimenting with So¬
cialism may soon return to more

orthodox Capitalism, has created

more confidence. Then too, the
man of moderate means is con¬

stantly reading of pensions and se¬

curity at old age. He is now look¬

ing for protection through a higher
return with safety for his money

and is slowly learning that it is

available to him in the securities

markets. George A. ■ Bailey,
George A. Bailey & Co.
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Total industrial production for the country-at-large evidenced
a noticeable increase last week, being one of the largest weekly
rises since last fall. As a consequence over-all output was lifted
close to the level of the comparable week in 1949.

Electric power production played an important part in the
week's showing, rising as it did to a new all-time high point in
the history of the industry. Steel output continued to rise but the
percentage of capacity fell 2 points to 95% by virtue of the inau¬
guration of a new higher production capacity for 1950.

Steel capacity now closely approaches one hundred million
tons a year,- American Iron and Steel Institute recently announced,
upon completion of its latest annual capacity survey, as of
Jan. 1, 1950.

The new, record high capacity level is 99,392,800 tons of ingots
and steel for castings, or about eleven million tons above the com¬
bined output of all the rest of the world last year. ,;

An increase of 3,271,870 tons was achieved by steel companies
during 1949 as the companies pushed their costly programs of ex- <

pansion and improvement.
With that large increase, the companies of this industry have -

raised the total steel capacity nearly 18 million tons since 1940.f
Thus, steel capacity has risen nearly 22% since 1940, while the .'
population of the Continental United States has increased *

about 15V2%.
. .

The cost of expanding and improving the steel industry's '
plants and equipment was approximately $510,000,000 last year.
That was the second largest outlay in the history of the industry,
exceeded only by 1948 when expenditures were $583,000,000.

Automobile output also rose in the week substantially above
the level of the like week of last year.

Manufacturers' schedules call for nearly two million cars and
trucks to be built in U. S. plants in the first quarter of 1950, Ward's
Automotive Reports said. But the threats of a strike at Chrysler,,
and a stoppage of steel shipments for lack of coal make the
achievement of these schedules doubtful, it added.

t

United States output for the first three weeks of 1950 consisted
of 341,782 cars and 65,845 trucks, compared with 233,599 cars and
80,242 trucks in the like 1949 period, this agency estimated. The
Canadian figures are 15,781 cars and 5,862 trucks this year, com¬
pared with 5,774 cars and 5,214 trucks in the first three weeks
last year.

,

The CIO United Auto Workers scaled down its demands on

Chrysler Corp. in a final effort to avert a strike set for Wednesday
of this week. The UAW proposed that the company pay 10 cents
an hour per worker for a pension and insurance program similar :
to the one granted by Ford Motor Co. last year. Previously the
union had been demanding company payments of llVz cents an
hour. On Tuesday of last week, the UAW rejected a Chrysler offer
calling for $100 monthly pensions and increased insurance benefits.

* * *

The depressing influence of the soft coal strike present in past
weeks continues to hang over industry like a storm cloud. Several
steel companies last week announced that their mills would oper-i
ate at a lower rate of capacity because of the coal walkout.

It is reported the current week that soft coal miners number¬
ing about 30,000 returned to the pits in the Pittsburgh area and
Northern West Virginia, but more than 60,000 miners rejected pleas
of their district leaders and remained on strike. Meanwhile,,;
dwindling coal stocks forced additional industrial cutbacks. Re-,.,
public Steel Corp. slashed its coke production by 22%. It said it
would have to start banking blast furnaces by the week-end if the''
coal strike continued. Youngstown Sheet & Tube started closing a
blast furnace at its Brier Hill (Ohio) works. Crucible Steel Co.,;
effected further curtailments at its Midland, Pa., plant following a
25% reduction in operations there last week.

•
• * !j

In a current release on the steel trade, "Steel," a national,,,
metalworking magazine, states that a serious curtailment of steel- '
making threatens at some points because of the growing coal :
shortage. Several blast furnaces already have been banked. One
Pittsburgh steelmaker has reduced ingot operations 25%. Addi-
tional cutbacks are expected unless coal mining is resumed soon,,
on a normal basis. Developments this week may indicate what's

Continued cn page 38
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Business and Finance Speaks After the Turn of the Year

Ernest Acker

MORE BUSINESS FORECASTS *

The following are some of the opinions on
the business outlook for the present year

! which, for various reasons, could not be ac-
! commodated in our ANNUAL REVIEW and
■' OUTLOOK ISSUE of Thursday, Jan. "19.
v Others will be published in subsequent
issues.—Editor.

ERNEST R. ACKER

President, Central Hudson Gas & Electric Corporation

- The Central Hudson Gas & Electric Corporation is now

midway in the biggest expansion program in its history.
During the period 1948-1952 investment in property will
climb from $53,000,000 to approximately $80,000,000—an

increase of $27,000,000, or 51% in
four years. Almost $10,000,000 of
this construction money will be
spent in 1950.
At present Central Hudson gener¬

ates only 12% of its electrical re¬

quirements. This is due to the fact
that for many years it has been able
to purchase, at reasonable price, the
balance of its electrical requirements
from companies with a surplus of
generating capacity. After Dec. 31,
1951, at the expiration of its present
contract for purchased power, this
will no longer be possible. During
1949, therefore, work was begun on

a $12,000,000 steam generating sta¬
tion at Danskammer Point on the

Hudson River near Newburgh and a
new $2,000,000 hydroelectric plant which will derive
Water power from the new Neversink reservoir being
built as part of New York City's water supply system.
Approximately $5,100,000 will be spent on. the two elec¬
tric projects during 1950 and an additional. $2,800,000
will be expended for other additions and reinforcements
in the electric department. By 1953 Central Hudson ex¬

pects to generate 83% of its electrical requirements. De¬
pendence on outside sources will be largely eliminated,
power will be generated under favorable conditions of
cost, and stability of power costs will be materially im¬
proved.

During the past 20 years use of electric power in the
company's franchise territory has increased 250%. In the
past five years alone the increase has been 60%. It is
estimated that total power sales during 1950 will in¬
crease by 7.3% but that due to a recent rate increase
electric revenue will increase by approximately 9.4%.
The over-all increase in electric sales for the four-year
period 1949-1953 is expected to be 45%.
An event of historic importance for the company's gas

department will be the introduction of natural gas from
Texas into its transmission lines on about Aug. 1, 1950.
Construction connected with this operation will cost
about $1,600,000 during 1950 and an additional $400,000
will be spent on other gas facilities.
Estimates indicate that Central Hudson can sell natural

gas at a lower price than it has had to charge for manu¬
factured gas and that the four-year period 1949-1953
will bring a 50% jump in gas sales. Natural gas will re¬
sult not only in cheaper gas for customers but also in im¬
proved earnings on the money invested in the gas de¬
partment.
-To summarize, growth will keynote Central Hudson

progress in 1950. It will result in satisfactory earnings
fair investors and improved service for customers.

t■ " ■ •. - .• ■ . '*

HERBERT J. ADAIR
President, Artloom Carpet Co., Inc.

-Industry's present activity, generally, points to a very
satisfactory operation for the year of 1950. For those
who believe that a successful year depends upon the
Federal Government spending more than it takes in and
the resultant full employment from
this prosperity, there should follow
the realization, as long as we adhere
to the principle that public debts
shall be honored for repayment,
that the funds to be paid must be
taken from the pockets of the people.
One of the important factors in

our economy is to overhaul the
present tax system so that people
will have enough incentive to invest
money for the continued growth of
our productive capacity. The need
for capital from earnings from busi¬
ness provides the incentive that
manufacturers can take for the pos¬

sibility of new jobs for employment.
Economists and others differ in

predicting the outlook for 1950.

Eliminating the possibility of war, in view of the exten¬
sive readjustment, the appraisal in major industries
would indicate a demand to catch up on production lost
in the Fall months of 1949. The general upswing of all
manufacturers indicates an optimism of over 50% ex¬

pecting a gain in the first half of 1950. Expanded em¬

>1
Herbert J. Adair

ployment by government and otherwise, and the return
of workers to jobs in heavy goods industries, heretofore
idled by strikes, should provide additional stimulus to
Spring trade in the New Year.
With orders as heavy as they are on the books of most

companies, there is a basis for several months of good
business i volume. However, by mid-year, iinventory
accumulation may-bring an unbalanced position and if
signs of a downturn occur in pre-election months, the
Administration may use the powers at its disposal to
prevent an embarrassing political recession, which may

well moderate the impact of a decline. s .

In the rug and carpet industry, the demand is ex¬

tremely large. About six out of every ten pounds of
wool, the basic commodity in carpet, comes from South
America. Two years ago the price was 37c per. pound
—today it is 63c per pound. The price of: rugs and
carpets to Mr. and Mrs. America has not climbed" as
much as the cost of ingredients going into floorcover-
ings. The average price of all wool carpeting is esti¬
mated to have increased slightly less than 60% of the
1940 level, while the cost of labor has jumped 120%. The
industry has done a magnificent job in more efficient
operation and cutting costs, to keep prices on an econom¬
ical buying level. ?

In our company, we have recently added well over
one and a half million dollars in new equipment and
during 1950 the program of modernization will be
completed. ^ v'UyLk/": i-kUv/'-y
In general, the profit situation may be more difficult

in 1950 than in 1949. Business management will find it
necessary to further reduce costs, increase efficiency,
limit exposure to risks and strengthen promotional
efforts, not only to meet stronger competition, but to
realize the opportunities for expansion, with greater
productivity at lower costs, when the readjustment
finally has been completed.

CEBERT BAILLARGEON !
President, Seattle Trust and Savings Bank

In an expanding economy such as we have at present
in Seattle and the Pacific Northwest it is difficult to
conceive of any serious dislocations to business for at
least the first six or eight months of the coming year.
The immediate past has demon¬

strated that the tremendous influx
of new population—45% in the last
decade in the State of Washington
according to the estimate of the
Census Bureau—is self-assimilative,
and under favorable conditions

generates business by creating
greater production and new markets,
bringing with it a measure of pros¬
perity.
The fear of a post-war labor sur¬

plus in this area has so far proven

groundless; and only in recent
months has there been noted a mod¬

erate increase in unemployment.
It is evident that the soft spots,

such as the uncertainties of foreign
trade, especially with the Orient,
and the threat of lowered production schedules in our

aircraft industry, have to some extent been compensated
for by the1 general economic growth and development
of this area through increased population. '
When these self-generating characteristics of our great

population increase are considered, the Pacific North¬
west can view the coming year with confidence and the
reasonable belief that we are witnessing the growth and
development of a new industrial area of the nation. The
rapid development of our great natural resources, espe¬

cially hydroelectric power, almost alone assures this
industrial growth. > ;
All of our major industries, such as lumber, aluminum,

pulp, fishing, farming, dairy products, fruit and vege¬

tables, etc.; are in a healthy condition after (the -mid¬
year slump. Prices have stabilized, inventories are
moderate, and buying confidence has been! resumed,
without the need of dipping into the vast reservoir of
liquid assets — currency, savings deposits, government
bonds, investments and life insurance—now held by the
buying public.

Acting as a possible deterrent to this healthy regional
activity, despite the strong national position, is the very

dangerous and serious weakness in the Federal position
of deficit financing and over-spending, resulting in an
unbalanced budget during a time of high production and
consumption and when business volume and consumer

income and employment are higher than they have ever

been before. The threat of strikes and further inflation

also act as a deterrent as do the restrictions on capital

expenditures and development promoted by the unsatis¬
factory tax program at the present time.
We can probably look forward at least for the first

six or eight months of the coming year to a brisk retail
trade at about its present volume. Bank debits and clear¬

ings should probably equal those of 1949 in the North¬
west. Construction should continue at its present high
level with considerable increase in public construction

rather than private construction.

Cebert Baillargeon

G. T. Baker

Altogether, we should feel inspired .• in the Pacific
Northwest to view the New Year with confidence and to
use our energies in an endeavor to bring about the
necessary corrections in our economy that will assure
continuance of our development and of our American
system of free enterprise. *■'% r " , '

G. T. BAKER
President* National Airlines, Inc. .

The nation's airlines in the coming year will un¬
doubtedly see the continued development of some of
the most significant trends in the industry's history.
These trends, whose broad unfolding marked air

transportation progress in 1949,
should prove strong factors in the
airlines' increasing financial sound¬
ness and independence of govern¬
ment support.

_ , S.
First among them is the trend

toward reduced fares. During 1949,
the Civil Aeronautics Board per¬
mitted a number of carriers to
establish 4-cent-a-mile coach fares.
National, after nearly two years' ef¬
fort in the face of opposition by
competitors, was allowed to intro¬
duce low-cost club coach service
along the East Coast. Immediately
passenger loads increased. After-
midnight flights which—under regu¬
lar fares—had been carrying only
20% of capacity began going out

with consistent 70% and higher loads.
However, it isn't reasonable that the public should

be forced to fly at odd hours in order to save money.
Airline coach operations are definitely proving success¬
ful in suite of such restrictions, and the coming year
may see CAB alteration of its policies to permit airlines
to offer this service- during daytime hours when more
people want to fly.
The CAB's coach service equipment restrictions—

which limit airlines to using DC-4's when more modern
equipment, such as DC-o's, could carry more passengers
at less seat cost per mile—Have been relaxed for one
airline. This may well indicate a further sound devel¬
opment which will improve coach operations and
strengthen the carrier's financial position.
The success of reduced fare rates foreshadows a pat¬

tern which may spread through the air transportation
industry. That is a two-level service. One will provide
fast, comfortable flights tapping the mass transoorta-
tion market with low-cost fares. The other will be a
luxury service for passengers who are willing to pay a
higher price. National established such a service at stand¬
ard fares with its "Star" flights last fall. They offer
special menus, flowers and music aboard the planes,
red carpets rolled out for passengers to walk over, and
other added niceties.
This two-level type of service will see airlines con¬

tinue their growing role in transportation. However, the
industry's share of the long-haul travel is already so
large that the coming year may see a drop in the 20 to
30% annual increases experienced in this market in
years past. '
Another trend of significance which 1950 should see

expanding is the development of interchanges between
carriers. Among other things, these agreements provide
airlines with increased business opportunities, and op¬

portunities for more efficient utilization of equipment.
They also benefit the traveler. Plane changing, missed
connections and other travel inconveniences are elim¬
inated through the one-plane service interchanges make
possible.
Interchanges strengthen the carriers as well as offer

better service to the public. Their further development
will be an important step in the airline industry during
1950. National's own applications for approval of inter¬
change agreements it has entered into with three other
airlines are to be heard by the CAB in January. They
would provide through-plane service between New York
and South America and across the Gulf between Florida
and Texas. ; ,

Separation of subsidy and mail pay payments to air¬
lines is a subject which will have intensified interest in
the coming year; National favors their separation-as a
prerequisite to an intelligent program of regulation and
development of air transportation. However, the prob¬
lem isn't a simple one. The industry's importance to
national defense, the cost of maintaining service where
light traffic might otherwise make it economically un¬
justifiable, the advantage of having a rich route—which
is in itself a subsidy—and many other factors are in¬
volved in determining just what a subsidy is.
Another development which may be of increasing

significance in 1950 is the intensifying competition be¬
tween the certificated airlines and the irregular carriers.
Because they operate under looser regulations, the non-
scheduled operators can skim the cream off the long-
haul and peak-season business and not worry about
maintaining service over unprofitable routes or periods.
The situation is much the same as existed in bus trans¬
portation some years ago. Bus companies had to compete
with little operators who would serve only the heavily
traveled routes during rush hours. Cities found that if
they wanted bus service in outlying districts and around-

Continaed on page 44
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FHLB Notes on Market
A new issue of $21,000,000 Fed¬

eral Home Loan Banks D/4% con¬

solidated notes, series D, was
placed privately on Jan. 20 with
a group of 12 banks across the
country - through Everett Smith,
fiscal agent. The notes, dated Jan.
20, 1950, and maturing Feb. <15,
1950, were priced at par.
The entire proceeds from the

offering, together with $22,000,000
from cash resources of the! Banks,
were used to redeem on Jan. 20,
1950, the $43,000,000 outstanding

1%% consolidated notes, series
A-1950.
The new notes, one of the

shortest term borrowings on rec¬

ord, probably will be refinanced
in connection with steps to be
taken to meet an $89,000,000 ma¬

turity of the Banks on Feb. 15,
through public financing.

Dillon, Read Group
Offers United Gas Bds.
Dillon, Read & Co. Inc. heads a

group of investment bankers

which is offering publicly today
(Jan. 26) a new issue of $25,000,-
000 first mortgage and collateral
trust bonds, 2%% series due Jan.

1, 1970, of United Gas Corp. The
bonds are priced at 101.544% and

accrued interest to yield approxi¬
mately 2.65% to maturity. The
issue was awarded at competitive
sale on Jan. 24.

Of the net proceeds, the com¬

pany will use $18,000,000 to pur¬

chase a like amount of 4% bonds

from United Gas Pipe Line Co.,

a wholly-owned subsidiary, and

the balance chiefly to reimburse
its treasury for the costs of dis¬
tribution facilities previously con¬

structed. The subsidiary will ap¬

ply most of its $18,000,000 pro¬

ceeds to finance construction proj¬
ects which will mainly increase

gas service to New Orleans and

other areas in Louisiana as well

as in parts of Texas.
The bonds are redeemable un¬

der a sinking fund commencing
Oct. 1, 1950 at prices ranging from

101.55% if redeemed during the
12 months ending Dec. 31, 1950 to
par after Dec. 31, 1968. General

redemption prices range from
104.05 to par.

Capitalization to be outstanding
at the conclusion of the financing
consists of $109,823,000 first mort¬

gage and collateral trust bonds,

2%% series due 1967; $25,000,000

of 2%% first mortgage and col¬

lateral trust bonds, due 1970, and

10,653,302 shares of common stock.

$100,000,000

International Bank for Reconstruction and Development
2% Serial Bonds of 1950

Dated February 15, 1950 Due $10,000,000 each February 15, 1953-1962, inclusive

In the opinion of the General Counsel of the Bank, and subject to the qualifications stated in his Memorandum with
regard to the Legality of the Bonds for Investment, the Bonds are legal investments for national banks organized under
the laws of the United States and are acceptable at face value to secure (i) special deposits of public moneys under the
Act of Congress approved September 24, 1917, as amended (Second Liberty Bond Act, as amended), and (ii) deposits
of public moneys of the United States with general and limited depositaries; and also are legal investments for commer¬
cial banks, savings banks and insurance companies organized under the laws of New York, Massachusetts, Connecticut
and most other States.

. ... 4

MATURITIES, YIELDS AND PRICES

Priced to Yield Priced to Yield

1953

1954

1953

1.35%

1.45

1.55

1956

1957

1958

1959

1.65%

1.75

1.85

1.95

1960

1961

1962

Price

100

99'/4

98V2

(accrued interest to be added)

The Prospectus may be obtained in any state in which this announcement is circulated from only such of the under¬
signed and others as may lawfully ofer these securities in such state.

HALSEY, STUART &, CO. INC.

MANUFACTURERS TRUST COMPANY LADENBURG, THALMANN &, CO.

FIDELITY-PHILADELPHIA TRUST COMPANY R. S. DICKSON &, COMPANY
incorporated

THE FIRST NATIONAL BANK
OF CHICAGO

CENTRAL REPUBLIC COMPANY
(incorporated)

THE SECURITY FIRST NATIONAL BANK
OF LOS ANGELES

FRANCIS I. duPONT & CO. ARNHOLD & S. BLEICHROEDER, INC. CORN EXCHANGE NATIONAL BANK & TRUST CO.
PHILADELPHIA -

FIRST NATIONAL BANK THE INDIANA NATIONAL BANK
OF MINNEAPOLIS OF INDIANAPOLIS

PROVIDENT SAVINGS BANK &, TRUST COMPANY
CINCINNATI

WHITNEY NATIONAL BANK AMERICAN NATIONAL BANK AND TRUST COMPANY H. M. BYLLESBY AND COMPANY
OF NEW ORLEANS . OF CHICAGO (incorporated)

F. W. CRAIGIE &, CO. TRADESMENS NATIONAL BANK & TRUST CO.
PHILADELPHIA

PEOPLES FIRST NATIONAL BANK & TRUST COMPANY
PITTSBURGH

SCHWABACHER & CO. SPENCER TRASK &, CO.

MERCANTILE TRUST COMPANY
OF BALTIMORE

THE ATLANTIC NATIONAL BANK CITY NATIONAL BANK & TRUST CO. TITLE GUARANTEE & TRUST COMPANY
OF JACKSONVI LLE

AMERICAN NATIONAL BANK
OF NASHVILLE . ' ,

CLAYTON SECURITIES CORPORATION

LAWSON, LEVY & WILLIAMS

THE NATIONAL BANK OF COMMERCE
IN NEW ORLEANS

KANSAS CITY

BOLAND, SAFFIN &, CO.

FARWELL, CHAPMAN &, CO.

MASON, MORAN &. CO.

THE NATIONAL CITY BANK
OF CLEVELAND

CITY SECURITIES CORPORATION

THE FORT WORTH NATIONAL BANK

MISSISSIPPI VALLEY TRUST COMPANY

RAFFENSPERGER, HUGHES &, CO.
incorporated

SCHMIDT, POOLE &.CO. STIFEL, NICOLAUS &.COMPANYWEIL & ARNOLD F. S. YANTIS & CO. YARNALL CO.
incorporated incorporated
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Selecting Attractive Utility Stocks
By CARL C. BROWN*

Laurence M. Marks & Co., Members, New York Stock Exchange

Asserting electric utility industry is basic to our economy, Mr.
Brown traces its development in recent years and forecasts
its future growth. Cites ability of industry to finance its capital
requirements, and the expanding investor demand for common
stock issues. Lists important factors in best selection of utility

stocks for long-term investment.

ance for common stock from $381
million to $634 million or G6%.
During this period the price of
energy for domestic customers
dropped from 4.30c per kwh
to 2.97c or a decline of 31%;
and despite heavy increased cost
of fuel for power generation,
the price for all customers in¬
creased only slightly from 1.79
cents per kwh to 1.86 cents per
kwh. This is a remarkable show¬

ing for an industry that has been
beset with so many difficult prob¬
lems beyond its control in the last
decade.

I am very glad to come before
you today to express my views on
the desirability of purchasing
electric utility company common

stocks and

point out what
important fea¬
tures to look
lor in making
your selec¬
tions. As a

brother of the
same profes¬
sion devoting
my time and
energies
toward the

same purpose
of analyzing
public utility
securities, I

c. c. Brown am well aware

that I am not

going to tell you much you do not
already know. However, what I
shall try to do is to focus atten¬
tion to important factors in the
industry that should restimulate
your thinking and attitude toward
securities in the public utility
field, and to certain features af¬
fecting the future of individual
companies that should receive
proper consideration in your se¬
lective process.

A Basic Industry

President Truman in his report
on the "Nation's Economy" two
weeks ago charted a goal for 1954
of $300 billion of consumer in¬
come and 64 million jobs. Busi¬
ness, labor and farmers were
asked to cooperate in this effort
to raise the country's,standards of
living. Since consumer income is
presently somewnac beiow Jpzoo
billion and there are now about

58.6 million jobholders, great stim¬
ulation through every phase of the
nation's economy is in prospect.

The electric utility industry, as
we all know, is basic to our great
economy. Power is one of the
prime requisites of living just as

food, clothing, water and other es¬
sentials of life. It is needed for

the comfort of the home and the

farm, the greater effectiveness of
our commercial activities and in¬

dustrial pursuits and our national
defense.

A Vigorous Business

The electric utility industry is
vigorous. It has shown over many

years a steady forward progress
in the number of customers

served, the consumption of elec¬
tricity, the dollar sales, profits,
and the reduction of the cost of

energy to the consumer. The elec¬
tric bill looms smaller and smaller

in relation to other household ex¬

penses, as the cost of living mounts
almost continually.

Privately owned Class A and
Class B electric utilities, estimated
to represent over 98% of the in¬
dustry in the U. S., since prior to
World War II have experienced
on increase in customers from 23.5

million to 32.2 million, or 37%
in the last twelve years; domestic
consumption from 850 kwh per
customer to 1655 kwh or 105%;
domestic revenue from $34.62 per
customer to $49.15 or 42%; all
electric revenues from $2.1 billion
to $4.3 billion or 105%; and bal-

From Washington
Ahead the News

By CARLISLE BARGERON

* An address by Mr. Brown be¬
fore the Second Midwest Forum
of the National Federation of Fi¬
nancial Analysts Societies under
auspices of tne Inves .neat Ana¬

lysis Club, Chicago, 111., Jan. 18,
1950.

The Impetus Since World War II

The real forward impetus in the
utility field has come since the
end of hostilities in 1945. During
the years 1938-1945 inclusive the
economy of the country was al¬
most exclusively devoted to the
war effort. Home construction was

at a standstill. The manufacture
of electrical equipment for indus¬
try and the home were confined
to only the most essential needs.
It was only since 1946 that electric
appliances became available in in¬
creasing supply.
Today the home is a veritable

factory with its electric ranges,
water heaters, space heaters, wash¬
ing machines, dishwashers, dryers,
deep freeze units, refrigerators,
air-conditioners, fans, mixers, iron-
ers, television sets, radios, phono¬
graphs, toasters, blankets, shop
tools and machines/ and full il¬
lumination. The farm is approach¬
ing full mechanization. Stores, ho¬
tels, office buildings, theatres and
factories are enlarging their usage
of electrical equipment.
As evidence of what the utility

industry has been compelled to do
to keep up with the great demand
for electric power we note that
additional electric plant construc¬
tion required the expenditure of
$6 billion or a 41% increase in
physical plant existing as of De¬
cember 31, 1945, which was suc¬

cessfully accomplished through
$3.4 billion financing and $2.6
billion use of internal funds. This
is now history—what about the
future!

The Future Demand for Electric

Energy

The American way of living will
result in the intensification of

home building thereby adding
many substantial new utility cus¬
tomers. The trend in the domestic

help situation is so unsatisfactory
that it will bring about progres¬

sively greater usage of electric
equipment *in the home to lighten
the burden of the housewife. This
will increase the tempo of our
entire industrial economy. Also
farms will become increasingly
electrified. Industry1, on the other
hand will continue to mechanize

further to improve the efficiency
of operation. It will also decen¬
tralize its activities to a far greater
degree in the future so that it can
be closer to markets and so offset

mounting freight costs for its ne¬

cessary products of manufacture.
Such a development will stimulate
our economy still further. Super
impose on these needs the growing
demand of Government and for¬

eign countries for goods and
equipment and realize the prob¬
able effects on our national indus¬
trial plant.
While it is impossible to predict

precisely the effect of this broad
prospective movement on the fu¬
ture utility business, it is inter-

Continued on page 37

Carlisle Bargeron

There seems little doubt that had Alger Hiss readily admitted
when he first appeared before the House Un-American Activities
Committee that he knew Whittaker Chambers, had associated with
him, but denied he had ever been a communist, he would not be in
the trouble he is in today. He could have
laughed Chambers off and certainly he need
not have been embarrassed for having associ¬
ated with a communist. In the days of their
association the whole New Deal was running
with communists, breaking' bread with them,
wining with them. They were social equals.
Mrs. Roosevelt's favorite expression was, in
effect, "We are all seeking the same goal."

It would have been amazing had a man of
Hiss's prominence in the New Deal not associ¬
ated with communists. Playing ball with them
was the way for a young man to advance. Mr.
and Mrs. Roosevelt considered it the thing to
do for an older man, the President himself, to
advance. This applied with even more force
to younger men.

I have been into the Hiss story pretty
thoroughly and I am convinced it was his
ambition, more than any philosophical attachment to communism,
that hooked him. His earlier background was inescapably radical
but not communist. Apparently he was one of . that stripe that
expected to come out of Harvard and sell bonds and become mil¬
lionaires overnight, as had been the experience of so many Har¬
vard graduates in the '20s. The stock market collapse removed
these green pastures of highly educated young men and appar¬
ently they have never been the same since.

Hiss's experience is such as could have come to any bright
young mind arriving upon the Washington scene in the early
New Deal. It did happen to many of them but not with such a
disastrous ending.

What, for example, did young Hiss find; a so-called brilliant,
highly trained mind, so delicate apparently that the world of capi¬
talism had failed when the easy money of peddling bonds went
out? He had to be here only a short time to observe that commu¬
nists had a way of advancing their men, of getting them into key
positions. They had a way of planting propaganda through the
gossip columns to build these men up, of smearing those who were
not in their favor. And certainly Hiss was to hear at the feet of
the great Frankfurter, from the mouth of Mrs. Roosevelt, at the
countless seminars which were the fad of Washington in those
days that the communists were fellow democrats, pursuing the
goal of betterment for the common man. I can readily count off
dozens of young men who rose to positions of influence in the same
manner that Hiss did, through the support of the communists,
though not all of them necessarily were dues-paying members.

The party line of this crowd was to say they had been disillu¬
sioned by the Hitler-Stalin pact and they have remained respect¬
able citizens in positions of influence, either in government, in
industry, on newspapers or the radio until this day. Why in the
name of Heaven Hiss did not take this tack, I don't know.

Of course, he has not been convicted of being a communist.
He has been convicted only of lying. But it did not take his two
trials to bring out his radicalism and the zeal with which he
worked at it in Washington.

You may recall that one of the early New Deal episodes was
the Senate Munitions Investigation headed by Senator Gerald
Nye, then and still an isolationist. The whole impact of this com¬
mittee's activity was to label industrialists with responsibility for
World War I. They were the culprits, their greed for the dollar.
Merchants of Death they were described. This committee rode
high, wide, and handsome with its smearing until the name of
Woodrow Wilson was brought in. Then the Democrats hit the

ceiling and brought its work to an end.
It is interesting to recall that Hiss was the attorney for the

committee, the one who shaped its "revelations." Then, I forget
whether it was before or after this, that he landed in the Agricul¬
tural Adjustment Administration. One day he drew up a proposed
order so radical—it provided for the seizure of millers, packing
plants, food processors, etc.—that the head of AAA, Chester Davis,
in his indignation fired three or four radicals in what was de¬
scribed as a purge of leftists. Strangely enough, and never ex¬

plained, the man who drew up the order escaped the axe. Life in
Washington soon became unbearable for Chester and as soon as

he could get the safe haven of a Federal Reserve Bank governor¬

ship, he left.
As to how much the perfidy of Yalta and the United Nations

can be traced to Hiss is anybody's guess. He was certainly in a

position of high influence in both.
• About Yalta, the Roosevelt apologists now contend that in the

first place Roosevelt was in bad health and secondly, he had to
kowtow to Stalin on the basis of what his military advisers told

him. That these advisers have been proved unequivocally and

tragically wrong in what it would take to defeat Japan goes with¬
out saying. It is just as true that military advisers have never

been right in their estimates of what they needed to win.
But certainly they were advisers of his, Roosevelt's choosing,

nobody else's. The attitude of his idolators is that he should be
credited with the "accomplishments" of his reign, but not the

tragedies.

Dealer-Broker Invest¬
ment Recommendations
and Literature
It is understood that the firms

mentioned will be pleased to send
interested parties the following
literature:

Bank Stocks—Year-end compa¬
rison and analysis of 19 New York
City Bank Stocks available Jan.
16—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Behind the Market Issues—List

of 40 selected issues selling at or
below $15 a share—Francis I. du
Pont & Co., 1 Wall Street, New
York 5, N. Y.

Investment Facts About Com¬
mon Stocks and Cash Dividends—
Revised booklet designed to an¬

swer questions frequently asked
by investors seeking income—
New York Stock Exchange, New
York 5, N. Y.

New Orleans Bank Stocks—
Circular—Woolfolk & Shober, 839
Gravier Street, New Orleans 12,
La.

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.

Poor's 1950 Register of Directors
and Executives—Gives more than

19,000 top executive (personnel)
listings of leading corporations of
the United States and covers

80,000 individual executives with
their home addresses, educational
background, year and place of
birth; and instant reference to
interlocking directorates—For free
inspection write Dept. A452—0000
or Phon^ Mr. Wyman, Watkins
4-6400, Standard & Poor's Corpo¬
ration, 345 Hudson Street, New
York 14, N. Y.

Principal Issues of Corporate
Bonds Offered Publicly During
1949—Brochure—Union Securities

Corp., 65 Broadway, New York 6,
N. Y.

Also available is a brochure on

Principal Issues of Equipment
Trust Certificates Offered Pub¬

licly During 1949.

Railroad Outlook for 1950—An¬

alysis—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y.

Rubber Stocks—Analysis of the
common stocks of B. F. Goodrich

Co., Goodyear Tire & Rubber Co.
and United States Rubber Co.—
E. F. Hutton & Co., 61 Broadway,
New York 6, N. Y.

71st Quarterly Comparison of
Leading Banks and Trust Com¬
panies of New York—New York
Hanseatic Corp., 120 Broadway,
New York 5, N. Y.

Taxability of Dividends Paid in
1949—Memorandum showing tax
status of dividends on various in¬

vestment funds—Taussig, Day &
Co., Inc., 316 North 8th Street, St.
Louis 1,' Mo.

» ♦ *

American Airlines, Inc.—Spe¬

cial review—John H. Lewis & Co.,
63 Wall Street, New York 5, N. Y.

American Telephone & Tele¬

graph—Circular—Roberts & ; Co.,
61 Broadway, New York 6, N. Y.

Artkraft Manufacturing Co.—

Analysis—Gearhart, Kinnard &
Otis, Inc., 45 Nassau Street, New
York 5, N. Y.

Atlantic City Electric Com¬

pany—Memorandum—Boenning &

Co., 1606 Walnut Street, Philadel¬
phia 3, Pa.

Continued on page 49
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The Retail Outlook
By Q. FORREST WALKER*

Economist, R. II. Macy & Co., Inc.

In reviewing recent favorable forecasts of business, prominent
retail store economist points out postwar readjustments have
not been completed and many price distortions have not been
adequately corrected. Holds, however, further readjustments
may not be severe if managed wisely, and retail trade can look
foreward to decade of sales growth. Warns because of high
break-even points profits may be lower unless there are more

efforts toward efficiency.

Q. Forrest Walker

Favorable 1950 Forecasts

Business forecasts for 1950 have
been characterized by restrained
optimism and by an unusual, and
perhaps disturbing, degree of una¬

nimity. One
"1 year ago, it

was widely
believed that

the much her¬

alded postwar
readjustment
was long
overdue a n d

business men

viewed - the
future with
doubt and ap¬

prehension.As
we look back

now to the

year 1949, the
readjustment

was comparatively mild. It was

accomplished with a minimum of
economic unsettlement largely
because the underlying strength
in the capital goods and automo¬
bile industries held it within nar¬

row bounds. Today, the imme¬
diate outlook in these industries
is encouraging but the longer
term outlook is a little less prom¬

ising. Nevertheless, the belief is
growing that future readjustments
may come more or less gradually
and without the grave economic
disturbances that have hitherto

followed great modern wars.

Influence of Budget Deficits
on Forecasts

It is significant, however, that
the present optimism is* restrained
and that firm forecasts of better
business are generally limited to
the next six months. One impor¬
tant reason for this cautious atti¬
tude is the growing apprehension
about the Federal budget. There
are both economic and psycho¬
logical limits to peacetime taxa¬
tion and to public deficits. Thus
far, there has been complete fail¬
ure to curtail public spending and
demands are being made for
higher taxes. However much we

may minimize the magnitude of
the' current and prospective defi¬
cits, it is difficult to persuade
great numbers of thinking citizens
who make public opinion that
budget deficits in a period of
prosperity represent a satisfactory
state of affairs.

This is the economic spectre
that haunts both professional
forecasters and business men. It
disturbs political leaders in both
parties. It casts its shadow over
millions of plain people in all
walks of life who have increasing
doubts about their longer-term
economic security. Under these
circumstances, we cannot expect
that strong underlying confidence
which is so essential to long-range
planning for economic expansion.
The records of economic history
are replete with the failures aris¬
ing from excessive political spend¬
ing of the people's money. Un¬
doubtedly, these uncertainties are
largely responsible for the numer¬
ous cautious and short-range fore¬
casts of business prospects. .

Longer Term Economic Hazards
There are, of course, other fac¬

tors that tend to temper these
forecasts for 1950. They include

*An address by Mr. Walker at
the American Bankers Associa¬
tion Credit Conference, Chicago,
111., Jan. 23, 1950.

doubts about the ability of the
automobile industry to maintain
its recent high rates of production,
possible • moderate contraction of
steel demand after post-strike de¬
mands are met, unsatisfactory
price and cost relationships in
many industries, keener price
competition and more difficult

selling, and fear of impending fi¬
nancial and economic disturbance

abroad. We may also add the
deep concern about the growth of
the so-called welfare state, pros¬

pective political controversies on

this issue, the continued economic
drain of the cold war, labor prob¬
lems, price support for agricul¬
tural products and general dissat¬
isfaction with governmental re¬

straints on economic freedom.
How well founded many of these
apprehensions may be, only time
will tell. But a reasonable faith
in the good sense of the American
people would seem to warrant the
view that we will ultimately find
workable solutions to our eco¬

nomic problems.

Summary of Shorter Forecasts

The current forecasts cite a

number of reasons for belief in a

sustained high level of business
activity for at least the next six
months. The automobile industry
has not yet fully satisfied deferred
demands. During the first quar¬

ter, a high rate of operations is
assured and possibly the second
quarter will show only moderate
contraction in output. New pri¬
vate construction in 1950 is ex¬

pected to decline about 7%, but
public construction will probably
increase about 18%. Probably no

very great change will occur in
the aggregate volume of new con¬

struction, but activity may be
somewhat greater in the first half
than in the last half of the year.
Physical production of goods as
measured by the Federal Reserve
index will be about the same as in
the first half of 1949. Civilian em¬

ployment will be well maintained

although there may be some in¬
crease in unemployment as new

workers seek to enter the labor

market. Farm income will be as

much as 10% lower in 1950. Ag¬
gregate personal income will prob¬
ably decline only slightly. There
is quite general agreement that
wholesale prices and the cost of

living will decline moderately
during the year. Export trade will
be smaller. While there are in¬
dividual differences of opinion,
most forecasters expect a sus¬
tained high level of business dur¬

ing the first half of 1950.

Readjustment Not Completed
There is also considerable agree¬

ment that the postwar readjust¬
ment has not been completed. It
is often said that the readjustment
in the first half of 1949 proceeded
too fast and caused the modest
revival which began in the late
summer. That revival was delayed
by labor troubles, but it has been
resumed with settlement of the
steel strike. The less optimistic
forecasters believe that activity in
the first half of 1950 will be

largely supported by demands ac¬

cumulated during the strike per¬
iod. As backlogs are worked off,
some moderate further readjust¬
ment may occur. Many of' the
price distortions in the postwar
boom have not been adequately
corrected. There is, however, a

strong undercurrent of belief that

these readjustments may not be
too severe, if we manage our af¬
fairs wisely.

Decade of Retail Sales Growth

With this brief sketch of the

highlights of the year-end fore¬
casts, we may now turn to a con¬
sideration of the retail outlook. It
does not now appear that aggre¬
gate retail sales in 1949 will differ
very greatly from the record dol¬
lar totals for 1948. But one must

hasten to add that the official fig¬
ures for total retail trade include
sales of the automotive stores.
When the sales of this group are
deducted from the total, retail
trade in 1949 will probably be
some 4% or 5% below the cor¬

responding figures for 1948. The
year 1949 was the first interrup¬
tion in the long upward trend of
retail sales which began in 1939.
During this ten-year period, sales
have increased somewhat more

than three-fold. If we discount

these sales by use of the Depart¬
ment of Commerce price index,
sales in constant prices have in¬
creased about 63% since 1939.

Population has also grown rapidly
in the last decade; but the per

capita dollar increase in retail
trade was about 2% times. It was,
of course, very much less when
discounted for price changes.

These are some of the results of
the war and postwar booms and
the accompanying inflation.

Gradual Return to Normal "

Spending

Normally, the American people
spend between 55% and 60% of
their disposable income in retail
stores, including the automotive
group.1 The ratios fell somewhat
below the lower range in years
of deep depression; and for ob¬
vious reasons, they declined sub¬
stantially in the war period. In
1945, the ratio climbed back to
about 50% and by 1947 it was
about 69%. It declined moderately
in 1948 and possibly again in 1949.
The declines have been quite sub¬
stantial in many types of stores
selling non-durable goods. It is
too early to tell whether they
mark the beginning of a return to
prewar patterns. On the basis of

the limited evidence, the trend is
that way; but. with much higher
levels of income, it may well be
that a return to prewar ratios is
still a long way off. Some further
decline in the ratios will come as

the cost of living moves lower.

1 U. S. Department of Commerce: Sur¬
rey of Current Business, October, 1948,
page 13.

Retail Forecast Techniques
Our best forecasts of retail sales

are largely influenced by the his¬
torical relationships between re¬
tail sales and disposable personal
income. Abnormal conditions dur¬

ing the war and early postwar
years resulted in sharp yearly in¬
creases in disposable income and
extreme changes in the expected
ratios of retail sales to disposable
income. Consumer replacement
needs after the war proved to be
much larger than calculated and
the usual patterns of expenditure
did not prevail. Statistical fore¬
casts of sales based on prewar re¬

lationships frequently resulted in
substantial underestimates of re¬

tail sales volume. If we can now

expect reasonably moderate
changes in the flow of income and
slightly declining expenditure ra¬

tios, the range of future forecast
errors should be considerably re¬
duced. These mathematical meth¬

ods, however, are best regarded

merely as guides and not as sub¬
stitutes for seasoned judgment.

Total Retail Trade in 1950

Current forecasts of the business

outlook seem to warrant the belief

that there will be only a relatively

Continued on page 33

This is not an offering of these Shares for sale, or an offer to buyy or a solicitation of an offer to buy, any of such
Shares. The offering is made only by the Prospectus.

1,500,000 Shares

Pacific Gas and Electric Company
4.80% Redeemable First Preferred Stock

Par Value $25 per share

Price $27.25 per share

Copies of the Prospectus may be obtained from the undersigned only by persons to
whom the undersigned may legally offer these securities under applicable securities laws.

Dean Witter & Co.

Elyth & Co., Inc.

The First Boston Corporation Harriman Ripley & Co.
Incorporated

Smith, Barney & Co. Eastman, Dillon & Co. Glore, Forgan & Co. Goldman, Sachs & Co.

Kidder, Peahody & Co. Lazard Freres & Co. Merrill Lynch, Pierce, Fenner & Beane

Stone & Webster Securities Corporation Union Securities Corporation White, Weld & Co.

Brush, Slocumb & Co. Elworthy & Co. First California Company Schwabacher & Co.

Weeden & Co. Walston, Hoffman & Goodwin Ilallgarten & Co.

Hemphill, Noyes, Graham, Parsons & Co. W. C. Langley & Co. Lee Higginson Corporation

Wertheiin & Co. Hornblower & Weeks

Paine, Webber, Jackson & Curtis Shuman, Agnew & Co.

Blair, Rollins & Co.
Incorporated

Dominick & Dominick

Spencer Trask & Co.

A. G. Becker & Co.
Incorporated

Hill Richards & Co.

Central Republic Company
(Incorporated)

Carl M. Loeb, Rhoades & Co.

Wood, Struthers & Co.

Drexel & Co.

Sutro & Co.

Flarris, Hall & Company
(Incorporated)

W. E. Ilutton & Co. Lester & Co.

F. S. Moseley & Co.

Clark, Dodge & Co.

Estabrook & Co.

R. W. Pressprich & Co.

G. H. Walker & Co.

January 25, 1950

Reynolds & Co. A. C. Allyn and Company
Incorporated

Coffin & Burr Davies & Mejia
Incorporated

E. F. Ilutton & Company Laurence M. Marks & Co.

Mitchum, Tully & Co.

William R. Staats Co.

Crowell, Weedon & Co.

Shields & Company

Bear, Stearns & Co.

Hayden, Stone & Co.

Irving Lundborg & Co.

Bateman, Eichler & Co.

Davis, Skaggs & Co.

Salomon Bros. & Ilutzler

Baker, Weeks & Harden

Tucker, Anthony & Co.

J. Barth & Co.
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Bankand Insurance Stocks
By H. E. JOHNSON

This Week—Insurance Stocks
The first of the major fire insurance companies, The Conti¬

nental Insurance Company and the Fidelity-Phenix Fire Insurance
Company, have now issued their annual reports covering oper¬
ating results for the year just ended.

These companies constitute the two principal units of the
"America Fore" group and because of their prominent position
within the industry, their reports are of particular interest at this
time. They may give some indication of the general forces at work
in the fire insurance field and provide some idea of the results to
be expected from other companies in the industry.

Accordingly, the income accounts of both companies for the
past two years are shown below. As the operating results for the
three subsidiary companies are not yet available, the figures shown
are onlv for the parent companies.

Continental Fidelity-Phenix
—Insurance Co.— Fire Insurance Co.
1949 1943 1949 1948

Underwriting: .v.-;. - $ $ $ $
Premiums written _ — 66,131,515 63,573,325 53,615,408 51,674,484
Increase in unearned premium reserve 3,559,423 10,423,730 1,933,285 7,746,780

Premiums earned —, , 62,572,092 53,149,595 51,682,122 43,927,704
Losses _ _ — - 27,225,937 28,460,095 23,755,638 23,857,302
Expenses'"——I,,—————————— 24,964,922 22,657,480 20,065,892 18,409,073

Underwriting profit 10,381,234 2,032,020 7,860,593 1,661,330
Investment: ' , „

Interest, dividend and rents—, 7,404,152 6,640,132 5,900,297 5,289,870
Expenses : ' 158,654 219,700 129,192 173,136

Net investment income — , 7,245,498 6,420,431 5,771,105 5,116,735

Operating income before Federal taxes 17,626,732 8,452,451 13,631,698 6,778,065
Federal income tax —~ 4,981,979 1,485,110 3,659,722 998,192

■i: • ———, ——:———•———~—■

Net operating income — - — 12,644,753 6,967,341 9,971,976 5,779,873
The gain in underwriting profits is probably the most signifi¬

cant change in the above statements in comparison with a year
ago. There was only a small increase in premiums written during
the year, 4.0% for Continental and 3.6% for Fidelity-Phenix, and
this required only a moderate increase in unearned premium re¬
serves. The result was a considerable gain in premiums earned,
almost 18% for each company.

Another important consideration in the operating statement
was the total of losses. They showed a small decline even though
there was a somewhat larger volume of business handled. Ex¬
penses were higher but most of the gain in earned premiums was
carried through to underwriting profits. The end result was a very
favorable underwriting experience.

A comparison of per share figures is presented below for each
of the past four years for the two companies.

CONTINENTAL INSURANCE COMPANY >

Underwriting earnings
Equity in unearned premium reserves

1949

$5.19
0.71

1948

$1.02
2.08

1947

-$0.49
1.79

1946

$0.49
0.95

Net underwriting earnings —

Net investment income————

$5.90
3.62

$3.10
3.21

$1.30
2.95

$1.44

2.60

Total earnings —

Federal income tax • —

$9.52
. 2.49

$6.31
0.74

$4.25 V
0.18

$4.04
0.49

Net earnings $7.03 $5.58 $4.07 $3,55

FIDELITY-PHENIX FIRE INSURANCE CO,

Underwriting earnings __—

Equity in unearned premium reserves

1949

$5.24
0.52

1948

$1.11 —

2.07

1947

-$1.37
2.14

1946

$0.32
1.06

Net underwriting earnings—
Net investment income————

$5.76
3.85

$3.18
3.41

$0.77
3.29

$1.38
2.92

Total earnings! — ———

Federal income tjax — —

$9.6.1
2.44

$6.59
0.67

$4.06
0.10

$4.30
0.37

■ : " i. ,v ' "
. Net earnings ——

f
$7.17 $5.92 $3.96 $3.93

The above figures for each of the two companies are on a
parent company basis and would be improved substantially fur¬
ther if subsidiary earnings were included. For example the three
subsidiary companies in 1948 contributed an additional $1.87 a
share for Continental and $2.50 for Fidelity-Phenix. In other
words, on a consolidated basis net earnings per share in 1948 are
estimated at $7.45 for Continental and $8.42 for Fidelity-Phenix.

This equity in subsidiary earnings should be larger in 1949.
The casualty company had a statutory underwriting loss of $1,828,-
000 during 1948 and a more favorable experience this year seems
assured. The two fire companies should show a fire experience in
line with the parent companies. For these reasons consolidated
earnings when available should show per share results of around
$9.50 for Continental and $10.50 for Fidelity-Phenix.

Such earnings would compare favorably with those of previ¬
ous years and indicate in a general way what may be expected
from some of the other fire insurance companies issuing their
reports in the coming months.

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. Y.
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
Kenya Colony and Uganda

Head Office: 26, Bishopsgate,
London, E. C.

Branches in India, Burma, Ceylon, Kenya
Colony, Kerlcho, Kenya, and Aden

and Zanzibar

Subscribed Capital £4,000,000
Paid-up Capital-. £2,000,000
Reserve Fund £2,500,000

The Bank conducts every description of
banking and exchange business

Trusteeships and Executorships
also undertaken

Insurance Stocks Regaining
Investors' Favor
By SHELBY CULLOM DAVIS*

Managing Partner, Shelby Cullom Davis & Co., New York City

Mr. Davis, in reviewing developments relating to insurance
stocks, says these securities in 1949 have taken long step for¬
ward in regaining investors' favor lost during previous six
years. Points out increased insurance company profits, and
expresses view regulatory authorities will permit companies in

future to recapture vanished profits of war years.

Shelby Cullom Davis

The year 1949 was one of ful¬
fillment for fire and casualty in¬
surance company stockholders—a
stunning reversal of the year of

survival in

1947 and a re¬

ward for the

hopes and
patience exer¬

cised since

prewar years.

1950 promises
also to be sat¬

isfactory, not
only the first
half but the

second as well.
The so-called

triple squeeze
of two years
a g o—h u g e

statutory un¬

derwriting losses, skyrocketing
unearned premium reserve and
plummeting stock market—under¬
went complete change. -Further¬
more catastrophe was conspicuous
by its absence. The result was the
most pleasing to stockholders in
many years in the way of in¬
creased cash and stock dividends.

Although a bonanza from the
profit standpoint, the year 1949
must be viewed in its proper per¬

spective. Just as a gusher is hardly
normal for the oil prospector and
yet is absolutely necessary in or¬

der for him to remain in business

because of the large number of
dry hole$, so a run of profitable
years is now necessary to insur¬
ance to compensate for the heavy
losses sustained in prior years.

So 1949, while being a year of
fulfillment, was essentially a year
of recapture. Profits which al¬
most every other industry in the
country gained during the great
1942-47 inflation eluded insur¬
ance due to the lag of the rating
structure and other factors. It

was of primary importance to re¬

capture these lost profits in order
for insurance to continue to at¬

tract new capital as well as main¬
tain its old stockholders;

While industrial stocks had

boomed more than 100% during
the 1942-46 bull market, insur¬
ance stocks had risen but 30%.
And while dividends of 200 large
manufacturing concerns had ad¬
vanced more than 40% between
1939 and 1948 (and thus partially
kept pace with the rise in living
costs), few insurance companies
during this period had been able
to raise their dividends at all.

In 1949, among 60 large direct
writing fire and casualty com¬
panies whose issues enjoy nation¬
wide markets there were favor¬
able dividend actions in no fewer
than 34 instances or more than
50%. This percentage would
have been higher except that the
list includes companies which
sold stock in 1948 and, because
of the increased number of shares,
probably felt investment income
should further increase before

making additional distributions.
On the whole, the dividend

rises were moderate, on average

20-25%, and well in keeping with
heightened investment, income.
Since dividends on 200 large
manufacturing companies in 1949
are estimated to be nearly 60%

•* Excerpts from address by Mr.
Davis before the Midwest Forum
of the National Federation of Fi¬
nancial Analysts' Societies, Chi¬
cago, 111., Jan. 18, 1950.

in excess of 1939, it might be
anticipated that insurance com¬

pany stockholders may look for¬
ward to continued favorable

dividend action in 1950. Such
expectation would not be justified
if insurance companies were un¬

able to pay, but fortunately that
does not seem the case.

Furthermore, there is the desire
on the part of management not
only to reward stockholders for
their patience but in addition to
retain as stockholders those insti¬
tutions such as university endow¬
ments and pension funds for
retired ministers and missionaries
which desperately need increased
income to meet higher living
costs. With high grade public
utility stocks yielding 6-7% in¬
surance stocks are subject to

greater than ordinary competition
for investor favor.

Even with the heightened divi¬
dends insurance stocks on aver¬

age are paying out far less than
the traditional 75% of investment
income. The six high grade fire
insurance stocks yielding less
than 3% (used in our firm's reg¬
ular index of 76 insurance com¬

panies) paid out in 1949 only an
estimated 42% of investment
income. The 18 fire insurance
stocks yielding 3-4% paid out
nearly 54% of investment income,
while the 15 fire stocks yielding
4-5% paid out 60% of investment
income. For the 20 casualty
stocks an estimated 57% of in¬
vestment income was disbursed in

dividends. For five fire and cas¬

ualty reinsurance stocks only an
estimated 48% found its way into
the coffers of stockholders. No
estimates are available for life
companies because investment in¬
come in these cases is essentially
a "cost of business," i.e., meeting
contractual obligations and hence
is not available for dividends.
From the above it is plain that

insurance company .stockholders
can look forward to selected
further dividend increases. It is
also apparent that those fire com¬

panies yielding the least at pres¬
ent are those which are plowing
back the most into surplus.

This raises the second point as

to why insurance stocks (or any
stocks sfor that matter) are de¬
sirable' holdings, the first being
income; or yield. The second is
growth. During 1949, a combina¬
tion of unusual circumstances
made the growth of insurance
stocks more startling than in
more than a decade.

Net asset or liquidating value
in some companies increased as

much as 15% and more over the
1948 year end. Rises of 10-12%
were the rule. These boosts were

the result of a "run-off" of the
unearned premium reserve, sat¬
isfactory underwriting margins,
excess of investment income over

dividends, and a rising stock mar¬
ket. Such growth in one year's
span was especially pleasing to
investors who look to the capital
growth of insurance stocks as a

hedge against the deterioration
of the dollar's purchasing power

in the future due to further in¬
flation.

As surplus to policyholders rose

substantially in 1949, insurance
portfolio managers felt able to
assume somewhat more invest¬
ment exposure. Tax exempt
state and municipal bonds were

purchased in perhaps the greatest

volume for any one year in fire
and casualty history. Being
amortizable, whatever fluctua¬
tions these bonds might enjoy
would not affect surplus. In this
respect they were superior to
preferred and common stocks.
Practically no corporate bonds
were purchased, these finding
their way almost entirely into
life company account.
Preferred and common stocks

have an enormous tax advantage
for stock fire and casualty com¬

panies. The effective tax rate on
dividends is only 5.7% because of
the tax credit of 85% resulting in
only 15% of the dividend being
subject to the 38% tax. Despite
this great tax savings there was
no large volume of purchases. By
the spring of 1949, when the
market was low, not sufficient
time had elapsed for surpluses to
be built up to a point where
large-scale purchases of common
and preferred stocks could be
made with impunity except by a
few companies. Some wise pur¬
chases were made in June at the
market's low point, but in no great
quantity. Since then the Dow-
Jones Industrials have risen close
to 25% in one of the steepest
ascents in history and it has
hardly seemed the time to rush
in and buy.
No doubt, if the stock market

suffers an extended reaction, fire
and casualty companies will be¬
come more important purchasers
of preferred and common stocks.
In most cases unearned premium

REPORT OF CONDITION OF

Underwriters Trust

Company
of 50 Broadway, New York, N. Y., at the
close of business on December 31, 1949,
published in accordance with a call made
by the Superintendent of Banks pursuant
to the provisions of the Banking Law of
the State of New York.

ASSETS

Cash, balances with other
banking institutions, in¬
cluding reserve balances,
and cash items in process

of collection $8,801,990.98
United States Government
obligations, direct and
guaranteed —,_i—• 16,736,087.16

Obligations of States and
political subdivisions--— 4,178,970.24

Other bonds, notes, and
debentures ———— 1,853,891.06

Loans and discounts (in¬
cluding $1,195.42 over¬
drafts) —- 10,608,983.85

Banking premises owned,
none; furniture and fix¬
tures, $59,177.50—: 59,177.50

Other assets-— - 109,020.45

TOTAL ASSETS $42,348,121.24

LIABILITIES

Demand deposits of individ¬
uals, partnerships, and
corporations $21,956,965.63

Time deposits of individuals,
partnerships, and corpora¬
tions 4,760,417.68

Deposits of United States
Government -—— 203,095.82

Deposits of States and po¬
litical subdivisions—— 8,384,792.82

Deposits of banking institu¬
tions 316,746.91

Other deposits (certified and
officers' checks, etc.) 3,684,616.02
TOTAL

DEPOSITS $39,306,634.86
Other liabilities —170,979.02

TOTAL LIABILITIES (not
including subordinated
obligations shown below) $39,477,613.88

CAPITAL ACCOUNTS

Capital t — $1,000,000.00
Surplus fund— „ 750,000.00
Undivided profits — 1,120,£07.36

TOTAL CAPITAL AC¬

COUNTS $2,870,507.36

TOTAL LIABILITIES AND

CAPITAL ACCOUNTS... $42,348,121.24

tThis institution's capital consists of
common stock with total par value of
$1,000,000.00.

MEMORANDA

Assets pledged or assigned to
secure liabilities and for
other purposes —_ $4,297,097.29

I, K. W. LANDFARE, Assistant Treasurer
of the above-named institution, hereby
certifiy that the above statement is true
to the best of my knowledge tmd belief.

K. W. LANDFARE
Correct—Attest:

C. W. KORELL j
SUMNER FORD j Directors
J. B. V. TAMNEYJ
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reserves are covered by cash and
U. S. Government bonds alone
and the financial position of the
companies is the strongest in their
history.
More advantageous employment

of funds in 195o which will raise
investment income and lower tax
liability will tend to make loi
higher dividend payments and
hence greater interest in insur¬
ance stocks. Such will also tena
to cause insurance stocks to sell
closer to net asset or liquidating
value. At present many souno
insurance stocks are still avail¬
able at discounts of 25-30%, un¬
paralleled in any previous insur¬
ance stock bull market.

The reason is not as obtuse as

appears. Of course when under¬

writing was unprofitable, there
was justification for insurance
stocks selling below liquidating
value on the theory that (tempo¬
rarily at least) the underwriting
or .insurance function was a lia¬

bility rather than an asset. Then,
too, the appearance of the Mc-
Cullough Report on the 1921
Profit Formula several years ago
caused investors grave concern
not only because of the radically
low margin suggested, but be¬
cause of the inclusion of invest¬
ment earnings for rate-making
purposes. The demise of the
McCullough Report at the Na¬
tional Association of Insurance
Commissioners' meeting in Seat¬
tle last June has unquestionably
revived the appetite of institu¬
tional holders toward insurance
shares.

At the same time, althoug
many other states in their insur¬
ance statutes have carefully
placed the word "underwriting
before profits in order to divorce
the underwriting and investmen
functions of an insurance com¬

pany, New York State has not
yet done so. This is disquieting
to investors and tends to depress
their p rice below liquidating
value.

More important in explaining
the abnormal current discount,
however, is the heavy concentra¬
tion upon U. S. Government obli¬
gations yielding only 2% a1
medium term or 1.24% aftei
taxes. A portfolio comprised
largely of bonds of this type ob¬
viously can pay only a meagre
dividend. Once portfolios are

"sweetened up" with higher-
yielding securities so that invest¬
ment income increases sufficiently
to raise dividends and the normal
75% of investment income is paid
out again, then market prices of
insurance stocks will once more

approach and exceed liquidating
value.

Already this has occurred in a

few of the "outriders" which tra¬

ditionally lead the insurance stock
van. It would be surprising if
more insurance stocks did not

follow suit in 1950.

In summary, insurance stocks in
1949 took a long step forward in
regaining investor favor lost dur¬
ing the previous six years.
Profits played their usual dy¬
namic role, profits which,
whether in insurance or else¬

where, are the life blood of our

free enterprise economy. In¬
vestors are hopeful that regula¬
tory authorities will be mindful
of the heavy statutory losses
occurred during the war and post¬
war years and permit the compa¬
nies to recapture these vanished
profits in 1950 and the future.

Harold Young Joins
Equitable Securities
The a ssociation of Harold

Young with the municipal bond

department .of Equitable Securi¬
ties Corp., 2 Wall Street, New

York City, is announced. Mr.

Young was formerly with C. F.

Childs & Co., Inc.

Behind the Stock Market Curtain
By WILLIAM WITIIERSPOON

Statistical Department, Newhard, Cook & Co.
Members of the New York Stock Exchange

Pointing out our economy pattern now differs from that of
World War I post-war period, Mr. Witherspoon warns action of
stock market alone should never be used as forecasting device
of business conditions. Says supply of available equity securi¬
ties, increased by need of capital financing, has exceeded de¬
mand because of shift in ownership of money from wealthy to
lower income groups, but looks for long-term change that will
lead to an even better stock market than business outlook.

William Witherspoon

The stock market declined

sharply in the Summer and early
Fall in 1946. Taking this action as

a barometric forecast of business
c o n d i t i ons,
many persons

p r e d i cted a

sharp reces¬
sion in busi¬
ness as soon

as the Christ¬
mas Season of
that year was

over. They
thought that
the holiday
activity would
sustain busi-
ness until

early in 1947,
but that the

pattern of our

economy after
the turn of the year would follow
the pattern of the early postwar
slump experienced in 1921.

Certain fundamental changes,
however, had occurred in our

economy so that it could not be
directly compared with the period
following the First World War.
One of tne principal changes was
the great expansion in our money
supply, supported by an even

larger proportionate expansion in
its foundation, the gold stock. This
enlargement in the foundation
upon which our economy rests
was and still is the most important
factor to consider in a current

analysis of the business outlook.
It not only supports our inflated
money supply with a strong bear¬
ing, but because the expansion in
the gold supply has been greater
than the growth in the money
supply, much additional credit can
be created to enlarge the money
supply even farther on sound

banking fundamentals.
When the public has money, the

tendency is to spend it. Money
has a way of "burning holes in
our pockets." This spending habit
is caused not merely by the own¬

ership of money but by the
stronger desires of us all to enjoy
having "things." Most persons
have a priority list of things to
buy as soon as they have the
money. Hence, in tracing the his¬
torical record of this aspect of our
economy, one can perceive a de¬
gree of stability in the relation¬
ship; between, the ; amount of
money that the public has and the
expenditures it makes for goods
and services.

This stability did not prevail
during the 1930's and early
1940's. There was a decline in this
relationship during this period
which became decidedly marked
during the war years. The rea¬

son for this decline was that the
money supply was being increased
more rapidly than the public was

increasing its standard of living.
Hence, the relationship declined
to such a low point in 1945 that
it stood at about the same level
which prevailed at the depres¬
sion low of 1932-33 when people
were afraid to spend. From this it
was obvious that an increase in
the relationship would occur in
the post-war period. Some in¬
crease had occurred by the Fall
of 1946 but considerable im¬
provement was to be expected in
the ensuing years. Hence, those
persons who were looking to the
stock market as their barometer
of business conditions, rather than
looking at some of the funda¬

mentals in our economy, were
misled into predicting an early
post-war business recession.

The action of tne stock market
alone should never be used as a

forecasting device of business con¬

ditions. It is merely a reflection
of investor preferences and, al¬
though, these preferences might
at times be influenced by the out¬
look for business conditions they
are not infallibly governed by
those conditions.

In the recent post-war years,
the supply of available equity se¬
curities has been increased by the
need of capital financing by in¬
dustry in order to accommodate
the enlarged demand for goods
and services. The demand for
this increased supply of common

stock, however, has not been pro¬

portionately broadened with the
increase in the money supply and
the growth in personal savings.
Because there has been a shift in
the ownership of this money, per¬
sons of wealth who formerly pro¬
vided most of the demand for
common equities no longer are in
a position to accumulate large
sums of liquid savings from year
to year. The burden of taxes has
prevented this and the scheme of
our "New Deal" philosophy dur¬
ing the past 18 years has shifted
the accumulation of these savings
to the laboring and farming
groups. These persons as groups,
however, are familiar only with
the investment of their savings in
government securities and life in¬
surance. They are familiar with
these forms of investment because
they have been sold on these

ideas. They are not, however, gen¬
erally familiar with the benefits
of investment in common equi¬
ties. A feeling seems to prevail
that these investments are specu¬
lative gambles that should not en¬
tice their hard-earned savings.
Hence, the popular concept is to
refrain from investment in com¬

mon stocks. Therefore, the de¬
mand for equities is low and the
stock market has reflected this

prevailing situation during the
past few years by unusually low
prices as compared with corpo¬
rate earnings and dividends.
In the recent postwar years,

therefore, there can be observed
the divergent trends of business
on the upgrade in spite of the
rolling adjustment of a year ago,
while the stock market, except for
the recent seven-month advance,
has been languishing in the dol¬
drums of inactivity and relatively
low prices. This divergent trend,
however, will probably not con¬
tinue indefinitely. Some correla¬
tion between these two elements
should become apparent before
many more years have elapsed.
Will business then turn down¬

ward to fall into line with the
stock market • as was predicted
some three or more years ago?
Definitely no! It will not decline
until a substantially larger vol¬
ume of total business has been ex¬

perienced, until the value of our
Gross National Product, that is,
the output of goods and services,
has expanded from current levels
of around $260 billion annually to
at least President Truman's goal
of $300 billion and possibly to as
much as$325-$350 billion annually.
This concept is not wishful think¬
ing on the part of the President
and his economic advisers, but is
based upon the fundamental func¬
tion of money in our economy. It
is not quite as simple but almost
as positive as 2+ 2= 4. The final
Jgoal will not be achieved this year

| and possibly not next or the year
following, but should be achieved
by the middle or end of the 1950's

Then will the stock market ad-

j vance to get in step with this huge
|volu-mer of anticipated business?
The answer seems most positively
'"yes"! The stock market, during
the past seven months finally ap-

boom in our economy. Many fac¬
tors are contributing to this de¬
velopment. In the first place, cor¬
porate dividends are unusually
large and yield amazing returns in
comparison with the low rates of
interest prevailing on government
securities and savings accounts. In
the second place, tne New York
Stock Exchange and the invest¬
ment fraternity are at long last
successfully advertising the merits
of equity investment. This pro¬
gram seems to be having some ef¬
fect and is most noticeable in the
growth of the investment trusts
or mutual funds. In the third

place, the stock market has been

advancing during the past seven

months, so that many potential
investors are beginning to look at
the possible profits or capital gains
that might be theirs. This factor
could accomplish more than any-
other in drawing investment
money from the savings accounts
and the bond market into invest¬
ment in common stocks.

Let it be clearly understood that
this is the long-term viewpoint;
it entirely disregards the proba¬
bility of an intermediate decline
in the stock market. Such a de¬
cline from current levels is not
inevitable but nevertheless it is
distinctly possible after the long-
seven-months advance which lift-'
ed the Dow-Jones Industrial Av¬
erage over 25%. However, if such
a decline is experienced, no mat¬
ter how pronounced or prolonged,
the ultimate outlook for the true
investor is substantially higher
stock prices.

Therefore, in brief summary it
may be said that not only is there
a bright outlook for business dur¬
ing the next few years but an even

brighter outlook for the stock
market because it is at a relatively
much lower level.

E. J. Shean & Co. Forming
E. J, Shean & Co., will be

formed on Feb. 2 with offices at
14 Wall Street, New York City.
Partners of the firm which will
hold membership on the New
Yorkr Stock Exchange, will be
Edward J. Shean, Exchange mem¬

ber, Robert P. MacCulloch, and
pears to be reflecting the postwar Edward Townsend Shean.

This announcement is not an offer ojsecuritiesfor sale or a solicitation of an offer to buy securities,

January 24, 1950

168,695 Shares

Southwestern Public Service Company
Common Stock

t Par Value $1 per Share

The Company has issued to holders of its outstanding Common Stock transferable
•» , warrants, expiring January 31, 1930, evidencing rights to subscribe for these

shares at the price set forth below,, all as more fully set forth in the prospectus.
Common Stock may be offered by the underwriters as set forth in the prospectus.

Subscription Price to Warrant Holders

■ $31.50 per share

Copies oj the prospectus may be obtained from such oj the undersigned (who are among
the underwriters named in the prospectus) as may legally offer

these securities under applicable securities laws.

Blair, Rollins & Co.
Incorporated

Goldman, Sachs & Co.

Dillon, Read & Co. Inc.

Eastman, Dillon & Co.

Harriman Ripley & Co.
Incorporated

Riyth & Co., Inc.

Kidder, Peabody & Co.

Stone & Webster Securities Corporation ~. Union Securities Corporation

White, Weld & Co. ' G. H. Walker & Co. ' Rauscher, Pierce & Co. Inc.

The Milwaukee Company
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NATIONAL
INVISJMENT PROGRAM
An Open Invest/meFT/kcount

Details of program and
prospectus upon request '

NATIONAL SECURITIES &

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

i '■
"

prospectus from
your investment dealer'

or

.PHILADELPHIA 2, PA.V

COMMONWEALTH
Investment Company

A Flexible Plan for

Systematic Investment

Prospectus and details from
investment dealers or

North American Securities Co.
2500 Russ Bldg., San Francisco 4

lilllllllllllllllllllllllllllllll

«

eystone

Custodian

Funds
Certificates of Participation in

INVESTMENT FUNDS

investing tlieir capital

IN

BONDS
(Series B1~B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series Sl-S2-Sa-S4)

Prosf/ecius may be obtained from

Tke Keystone Company
of Boston

50 Congress Street
Boston 9, Massachusetts

Mutual Funds
By ROBERT RICH

Gas Industries Fund Director
Speaks

Ralph E. Davis, independent
gas consultant and a director of
Gas Industries Fund, Inc., spoke
last night on ''Natural Gas at the
Beginning of
1950" in an

address at the
H a r v a r d

Business
School Club

of Boston.

Warning
that the sup¬

ply of nat¬
ural gas, like
other natural

resources,
will become

depleted
in time, and
that "our

job is to an- Ralph E. Davis
ticipate in good time, and thus
avoid disaster," Mr. Davis then
pointed out that, "with proven
reserves of about 170 trillion
cubic feet, with an annual take
approaching seven trillion cubic
feet, and with recent annual dis¬
coveries substantially in excess
of the annual gas withdrawal, the
situation at this time is essentially
sound."

The proven reserves, to which
Mr. Davis refers, of 170 trillion
cubic feet, have an equivalent
energy potential of 51' trillion
kilowatt hours, or close to 200
times the total production of elec¬
tric power in the United States in
1948.

Mr. Davis, in conclusion, stated
that "At no time in natural gas

history has the' expansion pro¬
gram been as great as it is at this
time. The foundation of the in*-

dustry has always been suitable
reserves. That must be the
foundation now and in the fu¬
ture."

Mutual Funds Set New
Records

New high records were set in
1949 in assets, number of share¬
holders, and sales of new shares
of open-end investment compa¬
nies, according to the National
Association of Investment Com¬

panies. Total assets—now ap¬
proaching $2 billion—and the
aggregate total number of share¬
holders have increased in every

year since 1941. Both gross and
net sales in 1949 exceeded those
of 1946, the previous peak year.
Total net assets of 91 mutual

funds at the end of 1949 amounted
to almost $2 billion and the num¬
ber of shareholders increased to
842,000.

Postwar Collapse of 1920
1 Won't Recur

Calvin Bullock, in the summary
issue of its monthly publication,
"Perspective," states that suffi¬
cient time has now elapsed since
the end of the war to "make it
clear that the pattern of this
postwar period will not resemble
that following World War I."

i Strict economic and credit con¬
trols imposed by the government,
coupled with an awareness of the
lessons of World War I on the
part of the financial and business
community "have apparently
served to let us escape the col¬
lapse that followed the first
World War in 1920," the survey
said. Consequently, it continues

J the boom that followed in the
i 'twenties ought not to be used for
a prediction of future business
activity.
The survey cautioned however,

that, in spite of the culmination
of the business recession last
year, high employment, peak
levels of purchasing power and
booming business, "yet we are

not unqualifiedly optimistic over
the outlook beyond the immediate
future."

Unpalatable Factors "Drags" on
Economy

Enumerating several "unpalat¬
able" factors in the economic pic¬
ture—including the belief tr.at
"our economy is basically in a
deflationary phase, unsound gov¬
ernment policies of supporting
high prices for agricultural prod¬
ucts, reduced expenditures under
the European Recovery Program
and uncertain labor costs—the
survey declared "these unpalat¬
able factors are cited not because
they presage a serious economic
crisis, but becaues they constitute
present or potential drags on our
economy and must be reckoned
with in any realistic appraisal of
what lies ahead."

Bases of Economic Strength
In conclusion, the review re¬

marked, "The fundamentally most
important basis of strength in out
economic structure has been the
ease of credit and absence of
speculation. Certainly, our credit
picture contains no threat of any
forced liquidation of loans.
Furthermore, the stock market
even at present levels does not
value quality stocks at prices that
are excessive either in relation to
their book values, earnings or

yields. So long as this sober
business and financial sentiment
prevails, we may look forward to
the year ahead with a consider¬
able measure of confidence de¬
spite its problems."

Democracy in Finance
Hugh Bullock, President of

Dividend Shares, Inc., stated at
the annual meeting of stockhold¬
ers that "One reason for in¬
vestors' interest in mutual funds
has been their feeling that they
could secure adequate investment
guidance. Investors, in effect
band together to hire experienced
management to attend to their
financial affairs, . . . hence, it
has been said that the investment
company is an excellent example
of 'democracy in finance.' "
Facing squarely the issue of the

next depression, Mr. Bullock re¬
marked that "It is perfectly ob¬
vious that investment company
securities will depreciate when
the next severe depression comes
along. But the shares of a well-
managed investment company
would seem to offer an investor
a larger measure of protection of
principal, reliability of income,
marketability, and reasonable op¬
portunity for appreciation, com¬
bined—those four factors com¬
bined—than any other general
class of security available."

Outlook for Steel

Group Securities, Inc., in their
bulletin, "The Outlook for Steel
Stocks," predict that steel con¬
sumption and production for 1950
will be 82 million tons, or about
five million tons more than in
1949. Group Securities expects,
for the 25 stocks in its Steel
Shares, that earnings will be $5
per share and dividends 50% of
earnings, contrasted with 44% in
1949 and 31% in 1948. As of Jan.
3, 1950, 97% of Steel Shares'
assets is invested in 25 steel com¬
panies with the percentage of
investments in each company

ranging from 8.6% in U. S. Steel
to 0.84% in Bliss & Laughlin.

Stock Prices Up in 1950
Institutional Shares, Ltd., in

their outlook for 1950, comment

that, "Recognizing the present
low ratio of stock prices to earn¬

ings, despite the market's advance

during the last, six months . of
1949, and the high rate of divi¬
dend yield, currently amounting
to over 2 Vz- times the return from
highest grade bonds, the consen¬
sus of informed opinion is that,
subject to intermediate technical
corrections, the upward trend of
stock prices will continue this
year. Furthermore, they have a
substantial way to go before they
adequately reflect the values of
the business earnings in which
they provide ownership."

J. C. Flax Opens
(Special to The Financial Chronicle)

LONGMEADOW, MASS.—Jack
C. Flax is engaging in the invest¬
ment business from offices at 29
Longview Drive. He was for¬
merly with Frederick C. Adams
& Co.

With Crouse & Co.
(Special to The Financial Chronicle)

DETROIT, MICH.—Robert H.
Barnard has been added to the
staff of Crouse & Co., Penobscot
Bldg., members of the Detroit
Stock Exchange.

Draper, Sears Adds
(Special to The Financial Chronicle)

BOSTON, MASS. —James L.
Thornton has become affiliated
with Draper, Sears & Co., 53 State
Street, members of the New York
and Boston Stock Exchanges.

With Central Republic Co.
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN.— Jo¬
seph S. Callahan is with Central
Republic Co., Rand Tower.

Blytk Group Offers
PacificG.SE. Stock
Blyth & Co., Inc., heads a

nationwide group of approxi¬
mately 200 investment bankers
which on Jan. 25 offered to the

public 1,500,000 shares of Pacific
Gas & Electric Co. 4.80% redeem¬
able preferred stock (par $25) at
$27.25 per share. Last May, the
same syndicate publicly offered
1,500,000 shares of preferred stock
of this utility, which then repre¬
sented one of the largest preferred
stock offerings to originate in the
American public utilities field. ,

The net proceeds from the sale
of the new preferred stock will
be applied toward payment of
short-term bank loans and to fi¬
nance in part the company's con¬
struction program which it is
estimated will total approximately
$300,000,000 in the' years 1950-
1951, inclusive. Although the
program embraces construction of
all types of service facilities, both
electrical and gas, emphasis is
being placed on the installation
of additional generating capacity.
Giving effect to this financing,

outstanding preferred stock will
constitute 23.5% of total capitali¬
zation and surplus, bonds 52.4%
and common stock and surplus
24.1%.

Joins E. E. Mathews Staff
(Special to The Financial Chronicle)

BOSTON, MASS.—Frank T.
McCabe is now with Edward E.
Mathews Co., 53 State Street.

ATTENTION,
Bond

Investors/

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

ananltatian

sonJ ffunJ, Celtic,

A REGISTERED INVESTMENT

COMPANY INVESTING ONLY

IN BONDS

American Business

Shares, Inc.
Prospectus upon request

THE 10BD-ABBETT

INVESTMENT COMPANIES

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

A Diversified Investment Company

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

THE PARKER CORPORATION
200 BERKELEY ST., BOSTON 16, MASS.
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Some Factors in Improved
Railroad Outlook

By V. W. FOSTER*

Vice-President and General Counsel, Illinois Central Railroad

Mid-Western railroad official lists chief factors for improved
prospects of rails as: (1) more enlightened views by regula¬
tory authorities; (2) improvement in current railroad mort¬
gages; (3) mechanization leading to reduced number of em¬

ployees; (4) success in use of diesel engines, and (5) curbs
on labor's featherbedding. Denies railroads are pricing them¬

selves out of the market.

While the path the railroads
have had to travel in recent years
has been and continues to be rug¬

ged, I am not one of those who
take too pessi¬
mistic a view
of their pros¬

pect for the
future.

Among the
favorable
trends during
1949 and the

period im¬
mediately pre-
ceding has
been a more

enlighten ed
view by regu¬

latory bodies
toward the

granting Of V.W.Foster
compensatory rates and the aban¬
donment of unprofitable services.
More should be done along these
lines, particularly the latter; but
on the whole a fairly good result
has been obtained. The demand
for pure featherbedding has met
with considerable resistance. Per¬

haps most important of all has
been the great reduction in debt
and the restoration of credit which
the railroads have been able to

effect. That, I know, has been up¬

permost in the minds of the Illi¬
nois Central management, which
has had a realization of the neces¬

sity for putting its financial house
in order and of restoring its credit
to the point where new money for
capital investment could be ob¬
tained on favorable terms.. Stock¬
holders have done some grumbling
and have temporarily suffered, but
in the long run they will profit
by having had their equity pre¬

served; and when dividends on

the common are resumed, which
we hope is not too far distant,
there will be better opportunity
of having them maintained, thus
adding to the stability of the se¬

curity. (Editor's Note: Subsequent
to preparation of Mr. Fosters pa¬

per, the Illinois Central announced
two dividend payments of 75 cents
on each share of common stock
for the first two quarters of 1950.)

Improved Railroad Mortgages

A weakness of old railroad

mortgages was that they seldom
provided for a sinking fund. I
have heard it argued that there
was no compelling reason for a

sinking fund because railroad
track, railroad equipment and
railroad plant did not deteriorate;
that it was constantly being im¬
proved and modernized, and ad¬
ditions and betterments being
added. I believe that all railroad

mortgages issued as of the present
day carry a sinking fund pro¬

vision, and I doubt that the Inter¬
state Commerce Commission
would approve the issuance of one
that did not. Many of the old
railroad mortgages had neither a

call nor a release provision. Mod¬
ern mortgages are much easier to
work under.

True, wages have increased by
leaps and bounds, and the appe¬
tite of the labor leaders is insati¬

able. As soon as one issue is met,
they think up another. But high

* Remarks by Mr. Foster before
the Second Midwest Forum of the
National Federation of Financial

Analysts Societies, Chicago, 111.,
Jan. 18, 1950. ... . , . ;

wages have accelerated the me¬
chanization of much of the rail¬

road plant by bringing about a
condition where the industry can
afford many an expensive tool
which could not be justified with
low wages. Simple illustrations
are automatic crossing gates each
of which supplants the services of
several crossing watchmen, labor-
saving tools for track-laying, track
maintenance and the like. These

types of tools have effected great
economies. We all remember when
the shovel and pick were very im¬
portant tools on any railroad in
construction and maintenance

work, and when it took a large-
size gang to lift a rail in connec¬
tion with track-laying. Today they
have been largely supplanted by
the bulldozer, lifting apparatus
and the like. These are only a

few illustrations. This mechaniza¬

tion of the railroad plant is being
carried forward to the nth degree.

Number of Employees Reduced

Modern machinery and modern
methods have resulted in a sub¬

stantial decrease in the number of

employees required for the han¬
dling of the same amount of busi¬
ness. As an example, the Illinois
Central today has approximately
38,000 employees, whereas in the
1920's it reached a peak of 60,000
on a much smaller volume of both

revenues and business. During
the war the railroad industry was

obliged to hire a considerable per¬

centage of inexperienced labor.
With the attaining of experience
this same labor does a better job,
and as the demand for labor has

lessened there has been oppor¬

tunity to weed out some of the in¬
competents.
A closely allied problem is that

of the 40-hour week. Generally
speaking, I think the railroads
have found that the 40-hour week

has not cost them as much as they
anticipated it would. Doubtless
in some phases of railroading the
same result cannot be obtained in

40 hours as in, say, 44 or 48; but
in other fields I believe there is
increased productivity per man-

hour with the shorter work week.

Again, the shorter week, with pen¬

alty pay for overtime, accentuates
the demand for mechanization, the
expense of which can be justified
in the light of the high wages that
must be paid for similar work
manually performed.

Dieselization

At this point it might not be
amiss to mention dieselization.

For sound and somewhat obvious

reasons, the trend is toward that
type of motive power. A few roads
have been able to almost com¬

pletely dieselize. However, diesel¬
ization is a two-edged sword, par¬
ticularly for the large coal-carry¬
ing roads. Others have confined
dieselization mostly to passenger
and switching service. To obtain
the full benefit of reduction in

costs, it is necessary to completely
dieselize, thus doing away not
only with the carrying of coal for
locomotive consumption but with
olcl-fashioned roundhouses, coal
chutes ash pits and similar appar¬
atus. Experience has demonstrated
that dieselization brings reduc¬
tions in operating costs, and it will
also be an answer to the operat¬

ing problems caused the railroad

managers by the antics of. John L.

Lewis. The great loss of traffic
which his doings have caused is
being met to the extent feasible
by temporary lay-offs and post¬
ponement of work on approved
projects. It is inconceivable that
his tactics will be indefinitely
permitted even by a government
as labor-minded as our present
one.

Rails Not Pricing Themselves Out
of Market

Comment has been made on the
dark picture painted by the fre¬
quent applications in recent years
for rate increases. In presenting
the case each time, it was only
natural for the railroad advocate
to put the best foot forward by
painting the picture as dark as

the circumstances warranted. It
has sometimes been said that the
railroads by their rate increases
were pricing themselves out of ihe
market. Generally speaking, this
is not true, although of course
there does come a point of dimin¬
ishing returns. After every gen¬
eral rate increase come many
downward adjustments to meet
specific situations. The railroads
strive in many cases to make their
rates competitive with the indi¬
rectly subsidized motor freight
lines. Just yesterday there came
across my desk a letter written by
an executive of one of the coun¬

try's large manufacturers which
so well states the problem the
railroads have in competing with
their subsidized competitors that
I have brought it along to read to
you because it demonstrates that
some of the large shippers have
a realization that the railroads,
where other conditions are equal,
should be given the preference in
traffic because they are so impor¬
tant to our free enterprise and to
our national security, and because
they at all times furnish a stand¬
by service.
The unprecedented war traffic

took its toll in reducing the life
of railroad facilities and equip¬
ment. Maintenance expense in¬
creased abnormally. It is now

leveling off. New equipment has
been in great demand, and this
has necessitated the obtaining of
much new money, mostly in the
form of equipment trusts. During
these recent years the assets of
most, if not all, of the large roads

have been increased and their
debt greatly decreased. The car¬

rying charge has been decreased
not only by the reduction in the
amount of debt but also by the
reduction in interest rates. The
Illinois Central is again used as

an example because I am familiar
with the figures. In 1927 it had
its peak debt of $383,000 000,
divided mortage debt, $312,000,-
000; equipment trusts, $71,000,000.
The total carrying charge was

$16,900,000, divided mortgage debt'
$13,400,000; equipment trusts, $3,-
500,000. At the close of 1949 this
had been reduced to a total debt
of $239,000,000, divided mortgage
debt, $181,000,000; equipment
trusts, $58,000,000, with a total
carrying charge of $9,500,000;
divided mortgage debt, $8,100 -
000, equipment trusts, $1,400,000.
Meanwhile the assets of the com¬

pany had greatly increased and
the cost of reproduction had dou¬
bled or trebled.

So I conclude these general ob¬
servations with the thought ex¬

pressed at the beginning, that I am
not pessimistic about the future
of the industry and that I feel sat¬
isfied the railroads through their
managers will be able to work out
their own salvation if they are
left free to do so.

COMING

EVENTS
In Investment Field

Jan. 30, 1950 (Chicago, III.)
Bond Traders Club of Chicago

annual winter dinner at the Fur¬
niture Club of America.

Feb. 1, 1950 (Kansas City, Mo.)
Bond Traders Club of Kansas

City winter dinner at The Muehle-
bach Hotel.

Feb. 2, 1950 (St. Louis, Mo.)

Security Traders Club of St.
Louis winter dinner.

Feb. 3-5, 1950 (Chicago, 111.)
Investment Bankers Association

winter board meeting — Edge-
water Beach Hotel.

Feb. 6-8, 1950 (Washington, D. C.)
Association of Stock Exchange

Firms mid-winter meeting at the
Shoreham Hotel.

Feb. 11, 1950 (New York City) '
Friday Night Bond Club 14th

annual dinner dance at the Hotel
St. George, Brooklyn.

Feb. 26-27, 1950 (Washington,
D. C.)
National Association of Securi¬

ties Dealers, Inc. annual meeting
at the Shoreham Hotel.

March 8, 1950 (Philadelphia, Pa.)
Eastern Pennsylvania Group of

Investment Bankers Association
Forum at Hotel Warwick.

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

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

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

Annual Convention of the Na4
tional Security Traders Associa¬
tion at the Cavalier Hotel.

Joins Francis I. du Pont

(Special to The Financial Chronicle)

CHICAGO, ILL.—Frederick N.
Shannon has become affiliated
with Francis I. du Pont & Co.,
200 South La Salle Street. He

was previously with John J.
O'Brien & Co. and David A.

Noyes & Co.

Charles W. Merrill Dead

Charles W. Merrill, specialist in
the distribution of mutual fund
shares in'New York City, died at;
the age of 76 after an illness of a j
month. Before establishing his
business in New York in 1933 he
had been in the investment busi¬
ness in Boston, Mass.

Joins Cooley Staff
(Special to The Financial Chronicle)

HARTFORD, CONN.—George
W. Miller has become associated

with Cooley & Co., 100 Pearl St.,
members of the New York Stock

Exchange. Mr. Miller was pre¬

viously with Brainard, Judd & Co.

This announcement is not an ojjer ojsecuritiesJor sale ora solicitation oj an ojjer to buy securities.

New Issue January 26,1950

$25,000,000

United Gas Corporation
*

First Mortgage and Collateral Trust Bonds
2%% Series due 1970

Price 101.544%
plus accrued interest from January 1, 1950

Copies oj ihe prospectus may be obtainedJrani such oj the undersiyned (who are
the underwriters named in the prospectus) as may leyally ojjer

these securities under applicable securities laws.

Dillon, Read & Co. Inc.

Salomon Bros. & Hutzler Stone & Webster Securities Corporation

Union Securities Corporation White, Weld & Co. i Dean Witter & Co.

Reynolds & Co. Shields & Company Riter & Co.
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Southwestern Pub. Ser,
Stock Underwritten by
Dillon, Read Group
Dillon, Head & Co. Inc. heads a

group of investment bankers who
are underwriting Southwestern
Public Service Co.'s offering of
168,695 shares of new common

stock, $1 par value, to its common
stockholders. Terms of the offer¬

ing entitle the common stock¬
holders to subscribe for the new

stock at $31.50 per share at the
rate of one share for each eight
shares held of record Jan. 18,
1950. The subscription warrants,
which expire at 4 p.m. (EST),
Jan. 31,* 1950, give holders the
additional right to subscribe at
the same price, subject to allot¬
ment for shares not taken by
stockholders upon exercise of
their preemptive rights.
Dillon, Read & Co. Inc. will act

as dealer-manager of a group of
securities dealers in soliciting the
exercise of subscription warrants.
The utility company proposes

to use the proceeds from the sale
of: the additional stock together
with the proceeds of $12,500,000
first mortgage bonds which the
company has sold or contracted
■to sell privately for construction
of additions to its properties or to
■repay bank loans obtained for
new construction.

• Giving effect to this financing
■program, the company, will have
outstanding $48,83-3,000 of mort¬
gage bonds; $7,500,000 of deben¬
tures; a total of 94,600 shares of
preferred stock, and 1,518,526
shares of common stock.

Two With Robt C. Buell
(Special to The Financial Chronicle)

HARTFORD, CONN. — Arthur
-E. Robbins and Francis P. Webb

have become affiliated with Rob¬
ert C. Buell & Co., 36 Pearl St.
Mr. Webb was previously with
Eddy Brothers & Co.

With Paul H. Davis & Co.
(Special to The Financial Chronicle)

• CHICAGO, ILL —Donald S.
Johnson, formerly with Mason,
Moran & Co., is now with Paul
H. Davis & Co., 10 South La Salle
Street, members of the New York
Stock Exchange

R. L. Hughes Adds
1 (Special to The Financial Chronicle)

DENVER, COLO.—John E. Gil-
jman has become affiliated with
ft. L. Hughes and Co., C. A. John¬
son Building. \

Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

u. s.

TREASURY

★ ★ ★

BILLS

CERTIFICATES

NOTES

BONDS

Aubrey G. Lansyon

8c Co.
INCORPORATED

15 Broad St., New York 5, N. Y.

Telephone "WHitehall 3-1200

Teletype N. Y. 1-3690

Eespite the decline in prices of long-term Treasuries, Federal,
according to reports, continues to keep the pressure on, through
limited and selective selling of the higher-income obligations. . . .

This has tended to make buyers wary of the market, although
there have been fairly sizable takings on the way down of certain
issues by both the commercial banks and savings institutions. . . .

Scale operations nave been advantageous to many of these buyers
in the past and indications are this policy is not going to be dis¬
carded this time. . . . Short-term issues are in demand, with
proceeds from the sale of some of the higher-income obligations
going into the nearest-term securities. . . .

The recession in prices of Treasuries, especially the longs,
is beginning to make more prospective buyers sit up and take
notice. . . . Out-of-town commercial banks are showing more

than a passing interest in the 2I£s of September 1967/72, with
many scale orders being placed. . . . There is also careful con¬
sideration being given to the restricted market by the smaller
life companies as well as fire and casualty companies. . . .

MARKET ON "HOT SEAT''

The method used by the Treasury in taking care of the Feb.
1 refunding, which has been characterized as a "straddle," has
had a marked psychological influence upon the government mar¬
ket. . . . Another element of uncertainty has been thrown into the
picture, particularly from the not-too-distant standpoint. . . . In¬
vestors, traders and dealers are confused and as a result there is
considerable caution in the money markets with even mild
semblances of bearishness appearing here and there. . . . Prices
have also gone down, under the influence of not-so-heavy selling
by Federal, as well as through the absence of bidders, which has
meant a lowering of quotations without too many transactions tak¬
ing place. ...

The uncertainty and fear over what might take place in
the money markets is keeping potential buyers of the higher-
income issiues either on the sidelines or putting them into the
shorts, until more is available as to what is likely to happen
over the next few months. . . . The government market, be¬
cause of its confused mental attitude at the present time, will
most likely be quite vulnerable to "Open Mouth Operations,"
which are appearing in a mild way. .

TREASURY IN DRIVER'S SEAT

The Treasury, by using a 20-month 1V4 % note to refund the
Feb. 1 certificates, seems to have pulled one of those master
strokes, which come along ever so infrequently. . . . They are in
a position to wait and see what will develop in the economic
picture, without having to make any immediate major changes in
monetary policy. ... If there should be a lessening of the inflation
psychology, the prevailing interest rate structure could be retained.
... On the other hand, a worsening of the inflation attitude could
be countered in some measure by firmer interest rates. .' . .

However, the important part of the whole thing is that time has
been gained by the Treasury through the adoption of the newest
note refunding. ...

Many students of the money markets believe the February
refunding means the Treasury and Federal have reached an

agreement 011 monetary policy and if the inflation pressure
continues there will be slightly firmer interest rates for re-

fundings as well as for the deficit financing. ... It is also
believed there will be offerings of higher-income longer-term
issues later 011 in the year. . . . These are expected to come,

irrespective of what the economic trend might be. . . .

EXTENT OF RECENT MARKET DECLINE

The decline in the government market since the high prices
were reached on Jan. 5, has been about three-quarters of a point
in the longer-terms, with the most distant bank issue the leader
in the decline, . . . The tap issues have given up from one-
half to three-quarters' of a point with the Vies accounting
for the largest amount of .the setback. . . . During this reces¬
sion in prices in the government market, Federal has liquidated
about $97,000,000 of bonds due in more than five years. . . . This
is not considered a large amount of bonds, when the time ele¬
ment is taken into account. . . . Accordingly, the opinion seems to
be the longer-term market for Treasury obligations was techni¬
cally weak, and when some bonds were thrown at it, prices gave
way because there were too many of the quick-profit variety,
trying to bull it, with the hope of scalping some quick profits.
. . . The surprise of the February refunding was just what the
doctor ordered to complete the operation of taking the edge off the
market for a while. ...

Although the market has been on the defensive, there has
been an increase in the demand for shorts, which is quite
natural under present conditions^ ... On the other hand, there
has been more than a little buying of the higher-income issues
on the way down. > . . The 2!4s of 1956/59 have been well
taken by the deposit banks with the large money center insti¬
tutions the main buyers of this obligation. . . . The 2%s due
1960/65 have gone down with the rest of the market, but the *
few of these bonds which have appeared have been grabbed

immediately by the commercial banks. . . . The 2s of 1952/54

still have plenty of friends and the buying is reported to be
of the best investment quality. . . . The 1%% notes continued
to be moved out of the market in fairly sizable amounts. . . .

The restricted bonds, despite a rather mediocre performance,
have not been without takers, especially the Vies, which have been
the worst acting issues of the group. . . . Savings institutions,
according to advices, have been scale-down buyers, in fairly siz¬
able amounts. . . . They have also been switching* the 2V4S of
1959/6*2 into the longest taps.

The Government's Neurotic

Spending, Consumer Psychology
And the 1950 Stock Market

"

By ALLEN M. BERNSTEIN

President, Bernstein-Macaulay, Inc., Investment Counsel

Stock market economist points to quantitative inflationary re¬
sults of our over-spending in form of expanded currency and
deposits, but maintains results thereof will depend on public's
psychology, including its buying whims. Decries statistical esti¬
mates of future consumption. States stock market is reflecting
present high industrial activity, rather than possible future
10% , shrinkage in production and resulting competitive

profit squeeze.

Allen M. Bernstein

We are living in a neurotic
world. This is true not only of
nations but also of individuals.
However, Mr. Truman has his own
particular
neurosis that

seeks no sane

u n d e rstand-

ing, for his is
the neuroses

of spending
the dollars
that others

have earned.
The necessit¬
ous spending
of Franklin
Roosevelt t o

cure a depres¬
sion has de¬

veloped into
a theory of reckless spending and
extravagance in a period of pros¬
perity to further the political as¬

pirations and continuous tenure of
office of the Democratic Party.
The debt that we have created

is not per se the great danger. It
is an internal obligation. It would
be an unusual type of bankruptcy
that would occur as a result of

the stockholders of a privately-
owned corporation all demanding
repayment of advances made to
their own business. Granted, the
sins of the fathers will be paid for
by the children unto the third and
fourth generation-^-and longer—as
a result of the heavy interest bur¬
den that is inherent in the debt.

But what is unquestionably the
most serious element in never-

ending deficit financing is the
ever-growing available supply of
currency and deposits, with all
their inflationary potentialities.

Glib Talk of a $300 Billion
Economy

The administration now talks

glibly of a $300 billion economy.
The dollar value of national prod¬
uct is not in itself important. The
value of national product as ex¬

pressed in francs is probably far
greater now than it was in 1914,
but before World War I France

was a wealthy and prosperous na¬

tion — today she is practically
bankrupt. The number of units
produced and sold is an infinitely
more important factor in gauging
the standard of living of a nation
than is the money value of the
units. By raising wages, by rais¬
ing prices, by increasing the
money supply, we can achieve a

$300 billion economy by . produc¬
ing even fewer units than we are

producing or have produced in
the past, but that in itself will not
create a lasting prosperity.

Over-Stimulating the Patient

We are using all possible means

—wage, price and currency in¬
creases; low interest rate; deficit
financing — to magnify a boom,
that we would use to halt a de¬

flation or cure a depression. We
are over-stimulating the patient
when he requires no stimulants.
And over-stimulation is always a

dangerous process.

It is then against this back¬
ground that we start the New
Year. The past year was more

satisfactory from a business and
stock market point of view than
most of us expected. At its in¬
ception, this year promises better

than last, but public psychology is
an unpredictable factor — hence,
economics is such an inexact sci¬
ence. We believe that the laws of '
supply and demand still prevail,
we believe, in spite of govern¬
ment interference, the business
cycle as we have come to recog¬
nize it still exists; but until we
can forecast with certainty public
reaction to prices—its own de¬
sires and needs—no one can fore¬
tell just when over-production
will occur, or when a boom will
turn into a bust.

We have statistics as to the

number of cars that are five, eight 1

or ten years old. We can fore¬
cast what the replacement poten¬
tial is—but such forecasts whether

they apply to autos, homes or

even suits or shoes are utterly
worthless if the public suddenly
decides it will not pay the prices
asked. Nor, when it comes to
semi-durables can we tell how

many second-hand cars, or wash¬
ers, or frigidaires will be bought
instead of new ones. Perhaps we
can base our estimates upon the
past—but the past is not always a

guide to the future unless all the

j elements are analogous.
And so, we face the problem—

can the government by influence
and deficit financing upset certain
basic economic laws, and, if so, for
how long and at what cost?

A little less than a year ago the

public decided that prices were
'too high. It stopped buying. Liquid
savings were high and there were

approximately as many people
employed as there are today. Over¬
production became apparent, in¬
ventories seemed unwieldy, and
prices dropped. But people again
started to buy and Christmas
sales, while somewhat under 1948,
were still satisfactory. It is inter¬
esting that the largest unit volume
of business—and probably in dol¬
lar volume also—was done with
the lower and middle income

groups—invariably the most care¬
ful shoppers. Raw materials are
in ample supply. Marginal con¬
cerns are now fighting for busi¬
ness to keep their heads above
water. While they may have diffi¬
culty in doing so, they force the
larger and better-established cor¬

porations to lower prices to keep
the marginal companies from be¬
coming stronger competitors. A
profit squeeze is inherent in higher
wages and pensions on the one

hand, and a more competitive
market on the other.

The Potential Impact 011 Profits

How much all of this will affect
the value of national product and
national income it is impossible
to foretell a year in advance. We
see prognostications of a drop in
value of national product of from
5% to 10%, but these figures pre¬
suppose the same price level as

prevails at present. We can but
estimate what such a shrinkage in
the value of national product in a
competitive market will do to
profits. And in this connection it

may be pertinent to remark that
not all corporations found 1949
such a highly profitable year. Our
attention has been so focused upon
the earnings of some of our very

Continued on page 41
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Social Control in
Industrial Relations

By SUMNER H. SLICHTER*
Lamont University Professor, Harvard University

Dr. Slichter, in analysis of new social controls in industrial
relations, points out developments which have made such con¬
trols essential. Says process must be a mixture of ethical
codes, customs and laws. Holds legislation should enforce right
to belong to a union and place limit on admission fees. Advo¬
cates joint consultation ot employers with employees or trade
unions as means of working out controls, but sees little hopeof accomplishing this on national basis. Concludes success of
controls Will not result in splitting community into hostile

camps.

Prof. S. H. Slichter

An outstanding characteristic of
Western society during the last
several generations has been the

s o c i alization
o f conduct—
that is, the
d e v elopment
of new con-

ceptionsof
right and
wrong and of
new rules to

guide conduct.

Probably n o

period in the

history of the
world has
seen such
w i d e s pread
and vigorous
efforts to de-
v e 1 o p new

controls over men's behavior.
The efforts to socialize conduct

(have been the result of great and
rapid changes in conditions of life
.and in ways of making a living.
These changes, in turn, have been
the result of rapid technological
change. Cheap transportation, the
.growth of machine industry, the
rise of the corporation and of the
credit system have all created a

multitude of situations in which
traditional rules of conduct did
not, apply or for which no rules
of conduct existed. Consequent¬
ly, the community has been con¬

fronted with the necessity of de¬
veloping new rules of conduct.

During most periods in the his¬
tory of the world the community
lias been able to control the be-
ihavior of its members very large¬
ly by the development of in¬
formal rules. The body of ethical
rules and custom has been large
.and the line between custom and
law has often been shadowy. So
rapid has been the rate of change
•during the last several genera¬
tions that the community has been
nnable to wait for the develop¬
ment of informal controls and
icustoms as a way of control¬
ling men's behavior. Consequently,
there has been an enormous de¬
velopment of law, both case law
:and statutory law. The creation
«of statutory law has been stimu¬
lated by the development of
'popularly - elected legislatures—
'which may be regarded as a new

{instrument at the disposal of the
"community for socializing con¬
duct. At any rate, the first half
of the twentieth century has been
one of the great law making pe¬
riods in the world's history. Dur¬
ing this period the traditional re¬
lationship between custom and
Saw has been in substantial meas¬
ure reversed. Instead of laws de¬
veloping out of custom and more

or less generally accepted notions
of right and wrong, many laws
have been passed before the com¬

munity had had time to reach a

real consensus, and laws have be¬
come the source of custom and
ideas of right and wrong.
The rise of trade unions and

collective bargaining, no less than
the rise of machine industry, cor¬
porations, credit, and other mod¬

*An address by Dr. Slichter be¬
fore the Industrial Relations Re¬
search Association, New York
City, Dec. 30, 1949.

em economic institutions, creates
the need for new rules of conduct
and new social controls. My re¬
marks will deal with three prin¬
cipal topics. In the first place, I
wish to discuss the general need
for the social control of industrial
relations. In the second place, I
wish to discuss the way in which
social control can be accom¬

plished. In the third place, I wish
to discuss the role of research in
dtveloninc? the control of indus¬
trial relations.

II

Much of the early thinking
about collective bargaining was
based upon the idea that it is
more or less self-regulating and
needs little control. In fact, col¬
lective bargaining has been re¬

garded as an arrangement which
might be expected to relieve the

community of much of the neces¬

sity of developing social controls.
It was reasoned that employers!
and trade unions would be more or
less effective checks upon each
other. In these, days when the
need for developing new rules of
conduct in many branches of hu¬
man activity makes enormous
demands upon the time and atten¬
tion of the community, any ar¬
rangement which diminishes the
need for social controls is greatly
to be desired.

To a substantial extent, collec¬
tive bargaining is self-regulating
and does help to narrow the need
for controls. But it does not elimi¬
nate the need for controls. To be¬
gin with, collective bargaining it¬
self needs some social controls. It
can scarcely expect to command
respect if it is merely an attempt
to settle differences on the basis
of oargaining power. But it can¬

not be an attempt to discover
what is fair unless the bargainers
have some criteria of fairness to
guide them. The development of
such criteria is a form of control.
It may be done entirely by the
parties themselves, but this is not
likely. If the criteria of fairness
come partly from the community,
they represent a form of social
control. There are some impor¬
tant matters with which collec¬
tive bargaining does not deal be¬
cause either unions or employers
are not much interested in them.
The admission policies of unions
and the administration of dis¬
cipline by unions are examples.
Employers are little interested in
these matters. Indeed, employers
who sign closed shop or union
shop contracts rarely insist that
the union keep an open door.
Sometimes collective bargaining
does not work as intended be¬
cause there is a community of in¬
terests rather than a clash of in¬
terests between employer and the
union, and the two collaborate
rather than check one another. In
still other cases collective bar¬

gaining may not be a satisfactory
self-regulating device because
there is too much disparity in the
bargaining power of the parties.
Sometimes the employer is too
strong for the bargain to be satis¬
factory from the standpoint of the
community; sometimes the union
is too strong for the bargain to be
satisfactory. Finally, collective
bargaining is not universal, and

, probably never will be. Some

matters, such as safety rules, are
toe important to be left depen¬
dent on whether collective bar¬
gaining exists in a plant or on
whether the parties cover them in
an agreement.

Ill

What are the principal aspects
of industrial relations which re¬

quire some form of social control?
Nine matters seem of particular
importance:

(1) The right to organize. Ex¬
perience has shown that, unless
the right to organize is protected,
great economic pressure will be
used to restrict this right. Hence
true freedom to organize is not
protected unless individuals are

protected from economic coercion
designed to prevent their organiz¬
ing.

(2) The right to belong to a
union. If the government en¬

courages men to organize, the
right to belong to a union be¬
comes affected with a public in¬
terest. This is particularly true
if the government permits unions
to enforce a closed shop or a union
shop. Indeed the government can
hardly justify giving a union ex¬
clusive bargaining rights unless
the union is open to all persons in
the bargaining unit.

(3) The administration of dis¬
cipline by unions. In industries
where closed shops or union shops
are prevalent, the right to remain
in a union may determine the op¬
portunity of a man to make a

livelihood in the industry. Union
members need protection against
arbitrary discipline imposed by
the union.

(4) The process of negotiating
trade agreements. I have just
pointed out that collective bar¬
gaining is intended to appeal to
evidence and to reason, a process
by which each side endeavors to
convince the other that it is right,
a process that changes men's
minds. Everyone knows that coB
lective bargaining often falls
short of this ideal. Too often it
turns out to be a war of nerves, a
competition in toughness, a proc
ess of mutual threatening, or a
contest of stubbornness in which
people with closed minds test
which side is willing to spend more
weeks in negotiation. In order
that bargaining shall more often
be what it is intended to be, the
community needs to develop clear
ideas as to' what is acceptable
practice and what is not.
(5) The terms of trade agree¬

ments. Most of the terms of trade
agreements can be left to the par¬
ties' because one party is a check
upon the other. Nevertheless,
the community obviously has an
interest in the terms of trade
agreements. For example, trade
agreements determine the struc¬
ture of wages and the movement
of wages through time. It would
be foolish to assert that the com¬

munity has no interest in these
matters — though the community
may be slow in becoming aware
of its interests and in asserting
them. Sometimes the makers of
trade agreements are quite ready
to agree on the rules that conflict
with the public interest. Make-
work rules, that compel the waste
of labor, a scarce resource, are an
example. Furthermore, quite
apart from the community's in¬
terest in the terms of trade agree¬
ments. criteria of fairness are

needed, as I have explained, to
guide the parties in their efforts
to work out a fair settlement.
Otherwise collective bargaining
wiil be nothing but a process of
settling wages and conditions of
employment on the basis of eco¬

nomic power.

(6) The scope of allowable in¬
dustrial conflict. There are dif¬
ferent views concerning the al¬
lowable use of strikes, lockouts,
boycotts, and picketing, but there
is pretty general agreement that
some limits are needed. Certainly
employers are entitled to protec¬
tion against strikes to compel
them to violate the law, neutrals

have strong claims for protection
against the efforts of either em¬

ployers or unions to force them
io become parties to a dispute,
and employees should be pro¬
tected against attempts to influ¬
ence their votes in elections or

reprisals because of their votes.

(7) The use of the strike, the
lockout, and of boycotts. The ways
m which strikes or lockouts are

called and conducted is affected
with a public interest. For ex¬

ample, the community has an in¬
terest that strikes and lockouts
shall not be called before ade¬

quate efforts have been made to

adjust the dispute, and it has an

interest in the way that picketing
is conducted.

(8) Interruptions to production
which imperil the public health
or public safety. The prevention
of stoppages to essential produc¬
tion obviously calls for social
control.

(9) The conduct of arbitrations
and the relations between arbitra¬
tors and the parties to the dispute.

IV

How is the social control of in¬
dustrial relations likely to be ac¬

complished? To what extent will
it be accomplished by informal
methods, to what extent by law?
Is social control of industrial re¬

lations by law possible in a so¬

ciety composed in the main of
free employees? Is it not bound
to be one-sided — restrictive of

employers but not of trade
unions?

The process of controlling in¬
dustrial relations must obviously
be a mixture—it will be based

partly upon ethical codes and cus¬

toms and partly upon laws. The
process of negotiating trade
agreements, the terms of trade
agreements, and the conduct of
arbitrations are areas where, for
the time being at least, social
control will" be accomplished in
the. main by informal methods
rather than by legislation. By in¬
formal methods I mean that de¬

velopment of ideas about good
practice and bad practice, fair
terms of settlement and unfair
terms. Such a body of thought is
developed by experience, by re¬
view and criticism of current
practice and current settlements.
It is facilitated by the existence of
a body of students of industrial re¬
lations who make the review of

experience their principal concern.
In considerable measure, how¬

ever, the control of industrial re¬
lations will take the form of law
—partly case law but especially
legislation. Laws regulating in¬
dustrial relations will be devel¬

oped for the same reason that

they have been developed m

other fields of economic activity—
because events are moving to©
fast to permit the community to
develop ethical codes and customs
fast enough to meet its problems.
I repeat an earlier sentence in
my remarks, namely that the
usual sequence found in history
has been in . substantial measure

reversed. Instead of customs

producing laws, laws are produc¬
ing customs.

Reliance upon law as a method
of social control in industrial re-,
lalions will be enhanced by the
individualistic traditions of the

country. Both employers and
trade unions retain this tradition.
The individualism of America re¬

duces the capacity of employers
and trade unions to develop ac¬
cepted informal rules of conduct.

Furthermore, the individualistic
tradition often makes members of
the community unwilling to ob¬
serve restrictions which are not

backed by stronger sanctions
than mere public disapproval. It
is a paradox that the very aver¬
sion of Americans to control
forces the development of stronger
controls, at least as far as sanc¬

tions are concerned, than are de¬

veloped in less individualistic

countries. Comparisons between
Britain and the United States

Continued on page 35

NSTA Notes
BOND TRADERS CLUB OF KANSAS CITY

The Bond Traders Club of Kansas City has elected the follow¬
ing new officers:

Jasper F. Stephens Donald D. Belcher Russell K. Sparks Laurence B. CarroHI

President: Jasper F. Stephens, Waddell & Reed, Inc.
Vice-President: Donald D. Belcher, Martin-Holloway-Belcher.
Treasurer: Russell K. Sparks, Uhlmann & Latshaw.
Secretary: Laurence B. Carroll, Preseott, Wright, Snider Co.

BOSTON SECURITIES TRADERS ASSOCIATION
The Boston Securities Traders Association announced the ap¬

pointment of the following committees for the year 1950:
National Committeemen—Hubert N. Bernard, Jr., Schirmer,

Atherton & Co.; Joseph Gannon, May & Gannon; Anton Homsey,
duPont, Homsey & Co.; John E. Sullivan, Jr.; F. L. Putnam &
Co., Inc.,; Sumner Wolley, Coffin & Burr, Incorporated.

Alternates—William E. Creamer, Schirmer, Atherton & Co.;
Paul B. Monroe, Hunnewell & Co.; Wallace L. Mossop, Barrett &.
Co. (Providence, R. I.).

Quotation Committee—Francis Walsh, Chairman, A. G. Walsh
& Son; Roger Bragdon, Blair Rollin & Co.; Henry Lahti, Matthew
Lahti & Co.; Irving Le Beau, May & Gannon; Lloyd Waring, Kid¬
der Peabody & Co.

Membership Committee—Frank S. Breen, Chairman, Schirmer
Atherton & Co.; Philip Keeney; E. M. Newton & Co.; Joseph Rob-
bins, Whiting, Weeks & Stubbs.

Winter Dinner Committee — Warren Donovan, Chairman,
Dayton Haigney & Co.; Nicholas Lamont, Lamont & Co., Inc.;
Arthur Murphy, A. C. Allyn & Co., Inc.; Frank V. Ward, H. C.
Wainwright & Co.; C. Edmund Williams, Hooper, Kimball & Co.;
Edward Hines, Perrin, West & Winslow; Edmund J. Hurley, Wise,
Hobbs & Seaver. J
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Canadian Securities
By WILLIAM J. McKAY i

A further demonstration of Ca¬
nadian ability to surmount the
obstacles that have recently im¬
peded smooth progress in the field
of foreign trade is provided by the
announcement of the U. S.-Cana¬
dian trade figures for November
last. The first favorable balance
of trade with the United States

during last year was registered in
the month of November, according
to the recent report issued by the
Dominion Bureau of Statistics.
Canadian exports to this country
during that month exceeded im¬
ports oy 38,600,000. The last fa¬
vorable balance appeared in No¬
vember, 1048, but on this occasion
the advantage amounted only to
$1 million.
This development is all the more

gratifying in view of the adverse
trend of trade with the British
Commonwealth. It must also be

borne in mind that the elimina¬
tion of the chronic deficit in trade
with this country constitutes Can¬
ada's principal economic problem.
The achievement of a constantly
balanced U. S.-Canadian commer¬

cial account would mark the be¬

ginning of a new era in Canadian
economic affairs. It would also

prepare the way for the removal
of the current irritating restric¬
tions that now impede the free
flow of goods across the northern
border.
The removal of the constant

threat of serious inroads on the
Dominion's exchange reserves

would also induce a more confi¬
dent outlook concerning Canadian
financial policy in general. Such
an atmosphere would encourage
favorable consideration of the lift¬
ing of the irksome financial con¬
trols that militate against the cre¬

ation of absolute confidence in
Canadian investment which would
otherwise exist. With the removal
of foreign exchange restrictions
the necessity to maintain two sep¬
arate rates of exchange would dis¬
appear. During the war and in
the immediate postwar period the
New York unofficial market for
the Canadian dollar was a neces¬

sary evil although at times its ex¬
treme narrowness led to adverse

repercussions on Canadian credit
standing in this country.
From another angle also the ex¬

istence of the unofficial "free"
market has nad an unfavorable

bearing on the Canadian exchange
position. While the free rate is at
a discount vis-a-vis the official
rate, the official exchange re-

CANADIAN BONDS

Government
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CANADIAN STOCKS

A. E. Ames & Co.
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WORTH 4-2400 NY 1-1045

Fifty ConsSreMt Street
Boston O. Maes.

serves do not benefit from the

mounting influx of U. S. invest¬
ment capital. For this reason, now
that there is no valid reason for

any further devaluation of the
Canadian dollar, there is on the
other hand a logical case for the
establishment of one rate of ex¬

change at the existing official
level. In this event the flow of
U. S. dollars across the border
would be diverted into the olficial
channel. Furthermore the result¬
ant strengthening of the exchange
position would enable the Do¬
minion to retain domestic gold
production in the exchange re¬

serves. In a few years the official
gold holdings would be sufficiently
impressive jto preclude any lack of
confidence in the current level of
the Canadian dollar.
The existence of one stable rate

for the dollar backed by an ade¬
quate exchange fund would also
be the most effective deterrent to

any flight of capital movement.
U. S. investors in Canada would
be protected to greater degree and
would consequently not rush to
liquidate their holdings following
the removal of exchange controls.
Conversely there would be a les¬
sening of the urge on the part of
Canadian capital to seek greater
freedom abroad, which has been
inspired by the manifold domestic
restrictions and controls. A better

opportunity to make this bold ex-

eriment is unlikely to arise. Dur¬
ing the next decade Canadian ex¬

pansion as a result of dynamic
development of the Dominion's
enormous wealth of natural re¬

serves is likely to be on an unpre¬
cedented scale; the task therefore
of maintaining the Canadian dol¬
lar at its present level should pre¬
sent little difficulty.
During the week there was

again an almost complete absence

of activity in both the external

and internal sections of the bond

market. The corporate-arbitrage
market was also quiet and un¬

changed. Free funds continued

strong and the present level of a

shade above 10% discount is now

only a fraction above the official

rate. Stocks were erratic with

the direction generally downward.
The golds, paper, and steel groups
were the heaviest losers but the

base-metals led by Quemont held

firmly against the trend. Western
oils after advancing to their high¬
est level since 1937 finally eased
on widespread profit-taking.

AI J. Johnson Opens
COLORADO SPRINGS, COLO.

—Al J. Johnson is engaging in the
investment business from offices

at 727 North Foote Avenue.

With Straus & Blosser
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN.—Rob¬
ert E. Fisher has become asso¬

ciated with Straus & Blosser.

Joins Warner Staff
(Special to The Financial Chronicle)

PORTLAND, MAINE—Frank
Carroll is now with J. Arthur

Warner & Co., Inc., Clapp Bldg.

With Lamont & Co.
(Special to The Financial Chronicle)

BOSTON, MASS.—Anthony P.
Ianneciello has become affiliated

with Lamont & Co., Inc., 89 State
Street.

Halsey, Stuart Group
Offers World Bank Bds.
A nation-wide group headed

jointly by Halsey, Stuart & Co.
Inc. and The First National Bank
of Chicago today (Jan. 26) is of¬
fering for public sale $100,000,000
2% serial bonds of the Interna¬
tional Bank for Reconstruction

and Development, commonly
known as the World Bank. The
bonds will mature in equal an¬
nual instalments of $10,000,000
from Feb. 15, 1953 to Feb. 15,
1962, inclusive, and are being of¬
fered at prices to yield from a

1.35% basis for those due in 1953
to a price of 98V2 for those due
in 1962, according to maturity.
The issue, representing the first

World Bank obligations to be
awarded in competitive bidding,
was won by the Halsey-First Na¬
tional group on a bid of 100.559%.

The bonds are legal investments
for national banks organized un¬

der the laws of the United States
and are acceptable at face value
to secure (1) special deposits of
public moneys under the Act of
Congress approved Sept. 24, 1917,
as amended (Second Liberty Bond
Act, as amended), and (2) de¬
posits of public moneys of the
United States with general and
limited depositaries. Subject to
the provisions of the applicable
statutes and regulations the bonds
are legal investments for com¬

mercial banks, savings banks and
insurance companies organized
under the laws of most states and

of the District of Columbia.

Net proceeds of the sale will be
applied to the redemption on Feb.
17, 1950, at 101% and accrued in¬
terest of $100,000,000 10-year
2]/4% World Bank bonds due July
15, 1957.
Total authorized capital stock

of the bank is $10 billions, and at
Dec. 31, 1949, total capital sub¬
scribed by 48 member countries
was $8,348,500,000 of which $3,-
175,000,000 represented the sub¬
scription of the United States of
America. Twenty percent of all
subscriptions have been called and
the remainder is subject to call.
The World Bank is an interna¬

tional institution, the members of
which are governments that estab¬
lished it under articles of agree¬
ment drawn up at the Bretton
Woods conference in 1944. It has
been in operation since June of
1946. Principal purposes of the
bank are (1) to assist in the re¬

construction and development of
its member countries by facilitat¬
ing the investment of capital for
productive purposes, (2) to pro¬
mote private foreign investment
by guarantees of and participa¬
tions in loans and other invest¬
ments made by private investors,
and (3) when private capital is
not available on reasonable terms,
to make loans for productive pur¬

poses out of its own resources or

funds borrowed by it.
As of Dec. 31, 1949, the bank

had granted 24 loans in the aggre¬

gate principal amount of $744,-
145,000 to finance programs or

projects in 13 member countries.
At the same date, it had approxi¬
mately $300,000,000 in uncom¬
mitted funds available for lend¬
ing, without .giving effect to
either the redemption of its $100,-
000,000 10-year 2V4% bonds or
the issuance of its new $100,000,-
000 serial bonds.

Hegeman Co. Adds Two
(Special to The Financai. Chronicle)

STAMFORD, CONN.— Finley
M. Crandall and William A. Serke
have become connected with

Hegeman & Co., 300 Main Street.

Edward Luce Dead

Edward B. W. Luce, of Shear-
son, Hammill & Co., New York
City, died at the age of 54 years
after a long illness.

Our Rosy Economic Outlook
By W. A. BLEES*

V.-P. and Gen. Manager, Crosley Division, Avco Manufacturing Co.

Maintaining that we are in an ever-expanding economy, Mr.
Blees predicts that within five years our plant capacity will be
insufficient to satisfy the demand in many industries. Says
nation is immersed in psychology of spending, which is on the
increase; and this will be bolstered, when necessary, by gov¬

ernment deficit financing.

W. A. Blees

I would like to tell you how
I see business, and I know I am

sticking my neck out. But I stuck
it out a year ago and predicted

wewould have

no trouble,
and the reason

that our com¬

pany made the
progress it did
was because

we ran our

plants on two
shifts continu¬

ously, except
for two

months last

year, because
we didn't
think that

thereWas any¬
thingwrong in

America, except a buyers' strike.
We were not headed for unem¬

ployment, nor were we headed
for depression. And here is what
I want to say to you—my neck is
going out ten feet now: I do not
believe that we will ever have a

major depression in this country
until we fight the next war with
Russia. That is number one. I
don't know when that war is go¬

ing to take place. I have personal
reasons for hoping it never does,
but I don't think we will have it,
and I think businessmen should
act accordingly. We should get
rid of our fear about things. We
may not be exactly in agreement
with things that are occurring, but
we are like a little boy that wants
to play baseball, who goes over
to the lot and the kids over there
are playing ball, and he can't
write the rules of the game. If he
wants to play he has to play by
the rules that the kids have, or he
has got to go home and not play.
Anybody that likes to be in

business today better recognize
those rules—and Lord knows, I
hate them—and play them accord¬
ingly.
What has happened in this

country that caused me to believe
these things? Number 1, we are
on an ever-expanding market in
the United States. In the 20's we

looked back at the teens, when I
was a young man just entering
business, and called them normal
years. There wasn't anything oc¬

curring in the 20's that had any¬

thing to do with the teens. Then
in the 30's we looked back at the

20's and pointed to them as nor¬
mal years, and there was nothing
that occurred in the 30's that had

anything to do with the 20's. And
now we find ourselves entering
1950 looking back to 1935 and 1939
and calling them base or normal
years, and nothing is going to
happen in the 50's that will have
anything to do with the 30's or
40's.

We've got 21 million more peo¬

ple in the United States now than
we had in 1939 and 21 million
more people use a lot more prod¬
ucts. The normal years, in my

opinion, probably could be con¬
sidered 1947 or 1948. And this
won't be considered normal very

long.
I say this is the year you ought

to look at for your business. We
are growing at the rate of 2 mil¬
lion people a year and will con¬
tinue for many years, probably

* Excerpt from transcript of a

talk made by Mr. Blees at a Press
Conference on Housewares. Appli¬
ances, and Television, at the Mer¬
chandise Mart in Chicago, Jan. 12,
1950.

my business life. So we are on an

expanding market from a popula¬
tion standpoint. And whether we
like it or not there are certain
socialistic practices that we will
never give up.'

The two things that caused the
depression in this country are un¬

employment, and then the burden
of the old people that we have,
some 15 or 20% of the population,
invalids, and things we have to
take care of normally ourselves
which caused us to contract and
not spend because we had that
burden. We will have neither of

those things again. I don't like it
particularly. I don't think it is
right. But I can't do anything
about it.

If we have any indication of any
large unemployment in this coun¬

try, regardless of the effect on the
Federal budget, we will go into
deficit spending and put those
people to work, and that means

they will have money to buy
things, and we will continue to do
that until the readjustment comes
out of another war, and nobody
can anticipate it nor should we

try to figure what is going to be.
We will never have the old age

people with us any more without
pensions. We may not like whether
they get $65 a month or $100 a
month or $200 a month, whether
the Republicans get elected—and
I am one—I will put that in a

speech some day—or whether the
Democrats get elected, you are go¬

ing to have unemployment insur¬
ance payments and you are going
to have old age pensions.

Now, that does another thing
as far as business is concerned.
That changes the psychology of
everything. There is no need any
more to worry about being out of
work or getting old and starving
to death. That is a psychology of
spending, and you will find the
American people spending more
and more to get the things that
they want. They will buy $500
television sets and $2,000 auto¬
mobiles and everything that there
is, these wonderful $89 or $69
washing machines, and these $42
radios. They are going to spend
their money, and any manufac¬
turer or any salesman that doesn't
play the game that way, recogniz¬
ing that if he gets out of line,
temporarily out of line, like we
did last year with too much in¬
ventory, and we will have slight
adjustments from time to time,
but we will never have a major
depression—that is what he must
recognize.
That is the way I believe and

again I feel that we haven't seen

anything yet. The volumes that
we now call big are pittance vol¬
umes. And I will make a very

drastic prediction. The plant ca¬

pacity of this country, which now

appears to he sufficient, within
five years will be insufficient in
many industries to do the volumes
that are necessary to satisfy the
desires of the American people.
It is going to be a highly com¬
petitive market to work in, great
volumes, rough treatment — and
the guys that can do it will get
rich rewards, as great as we got
in the early stages in Ameri¬
can business, in my opinion. And
I look forward to that competitive
fight in this good country of ours
with a great deal of pleasure and
happiness. The guys that can't
take care of themselves in the
survival of the fittest ought to get
the hell out of the way anyway
because they are inefficient.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 171 Number 4876 THE COMMERCIAL & FINANCIAL CHRONICLE (421) 17

President Truman Presents New
Tax Proposals

President, in special message to Congress, recommends repeal
of some excise levies, but insists loss in revenue should be
more than offset by closing loopholes in existing income taxes
and increasing corporation as well as estate and gift taxes.

President Truman

President Harry S. Truman de¬
livered to Congress on Jan. 23 his
awaited mes¬

sage in which
he proposed a

number of tax

changes, rec¬

ommending in
particular the

repeal of cer¬

tain excise

levies pro-
v i d e d Con-

g r e s s more

than offsets
the loss in

revenuebyen¬
acting higher
corporation,
estate and gift
taxes, and in
addition closes certain loopholes in
payment of existing income taxes.

The complete text of the Presi¬
dent's message follows: ,

To the Congress of the United
States:

The tax policy of the U. S. Gov¬
ernment is of major significance
to the national welfare. Taxes
are the means by which our peo¬
ple pay for the activities of the
government which are necessary
to our survival and progress as a

nation. Decisions about Federal
tax policy should be made in full
recognition of the economic and
budgetary situation and should
contribute to our national objec¬
tives of economic growth and
broader opportunity for all our
citizens.
At the present time, I believe

we should make some revisions in
cur tax laws to improve the fair¬
ness of the tax system, to bring
in some additional revenue, and
to strengthen our economy.

Our general objective should be
a tax system which will yield suf¬
ficient revenue in times of high
employment, production, and na¬
tional income to meet the neces¬

sary expenditures of the govern¬
ment and leave some surplus for
debt reduction.
*

In the budget message, I esti¬
mated that receipts in the fiscal
year 1951 will fall short of meet¬
ing expenditures by $5.1 billion.
This deficit will be due largely to
the short-sighted tax reduction
enacted by the 80th Congress, and
to the present necessity for large
expenditures lor national security
and world peace.

Moreover, owing to the time lag
between corporation earnings and
tax payments, the 1949 decline in
corporation profits will be re¬
flected in lower tax receipts in
the fiscal year 1951.
The policies I am recommend¬

ing to the Congress are designed
to reduce the deficit and bring
about a budgetary balance as rap¬

idly as we can safely do so.

A Three-Fold Tax Policy
These policies are three-fold:

First, to hold expenditures to the
lowest level consistent with the
national interest; second, to en¬

courage and stimulate business
expansion which will result in
more revenue; and, third, to make
a number of changes in the tax
laws which will bring in some net
additional revenue and at the
same time improve the equity of
our tax system.

• First, as to government expendi¬
tures.

- I have recently transmitted to
the Congress a budget containing
recommendations for appropria¬
tions and estimates of expendi¬
tures for the fiscal year 1951. This
budget was carefully prepared
with a view toward holding ex¬

penditures to the lowest possible
levels consistent with the require¬
ments of national security, world
peace, economic growth, and the
well-being of our people.
The decisions of the Congress,

as well as unpredictable changes
in circumstances over the next 18

months, may alter in many par¬
ticulars the character and amount

of expenditures contemplated in
this budget. Nevertheless, I be¬
lieve the estimates contained in
the budget represent the most
realistic appraisal that it is pos¬

sible to make at this time of the

necessary expenditures in 1951.
I believe the Congress will gen¬

erally concur in this view after it
has had an opportunity to con¬

sider these estimates carefully.
The expenditures estimated in

the 1951 budget have been re¬

duced by about 900 million dollars
below the level estimated for the

present fiscal year. The policies
recommended in the budget will
permit further reductions in sub¬
sequent years as the costs of some
of the extraordinary postwar pro¬
grams continue to decline.
To achieve these reductions we

must continue to practice rigid
economy. At the same time, it
would be self-defeating to cripple
activities which are essential to

our national strength. It will re¬
quire wisdom and courage to find
and hold fast to the course of wise

economy without straying into the
field of foolish budget slashes.

Second, as to the strength and
growth of our national economy.
We cannot achieve and main¬

tain a balanced budget without a

strong and prosperous economy. A
recession in economic activity
would call for increased govern¬
ment expenditures at the same
time that revenues were reduced,
thus creating greater budget defi¬
cits.
At the present time, the econ¬

omy of the United States is grow¬
ing, and we have every reason to
expect it to continue to expand if
we follow the right policies. It is
largely the task of private busi¬
ness to achieve this growth. The
government, however, can and
should contribute to ^t. Through
such co-operation, national em¬

ployment and income will grow.
This will result, in time, in in¬
creasing government revenues.
Just as the condition of our

national economy has an overrid¬
ing effect upon our efforts to bal¬
ance the budget, so do our policies
for managing the Federal budget
have a decisive effect upon the
national economy. Drastic reduc¬
tions in Federal expenditures in
the wrong places and at the wrong
time could have serious disruptive
effects throughout our economy.
Government revenue policies

are as important in our economy
as government expenditure poli¬
cies. Events of the last few years
have proved that our economy can

grow and prosper, and that em¬

ployment, production and incomes
can increase, at the same time
that individuals and businesses
are paying taxes which are high
by prewar standards.

Says Taxes Affect Business

However, taxes can and do have
and important effect upon busi¬
ness conditions and economic ac¬

tivity. It should be our constant
objective to improve our tax sys¬
tem so that the required rev¬

enues can be obtained without

impairing the private initiative
and enterprise essential to con¬

tinued economic growth.
We should always keep in mind

that the maintenance of a sound

fiscal position on the part of the
government is a long-range mat¬
ter. Nothing could be more fool¬
hardy than to attempt to bring
about a balanced budget in 1951
by measures that would make it
impossible to maintain a balanced
budget in the following years.

Third, as to changes in the tax
laws.

If. over the next few years, we
hold expenditures to the minimum
necessary levels and at the same

time follow policies which con¬

tribute to stable economic growth,
we can look forward to steady
progress toward a balanced budget.
Nevertheless, we should not rely

only upon budgetary economy and
upon economic expansion to pro¬
duce a balanced budget. We
should accelerate the attainment
of this objective by changes in the
tax laws. Drastic increases in tax

rates, just as in the case of drastic
cuts in essential expenditures,
might prove to be self-defeating.
Our primary objective should be
to improve and strengthen our
revenue system for the long run.
Under these circumstances, I

am now recommending a number
of important revisions in our

present tax system, to. reduce
present, inequities, to stimulate
business activity, and to yield
about $1 billion in net additional
revenue.

In making changes in the tax
laws, we should be sure they move

toward, and not away from, tne
major principles of a good tax
system. Our tax structure should
recognize differences in ability to
pay; it should provide incentives
to new undertakings and the ex¬

pansion of existing businesses; it
should support the objective of
increasing opportunities for all
our citizens to obtain a better
standard of living, and it should
rigidly exclude unfairness or ia-
yoritism.
Over the years, we have made

important progress in building a

good tax system. However, much
remains to be done. There is

need further to improve the dis¬
tribution of the tax load to make
it conform better with tax-paying
ability. There is need to reduce
taxes which burden consumption
and handicap particular busi¬
nesses. Moreover, we should elim¬
inate tax loopholes which enable
some few to escape their share of
the cost of govermhent at the ex¬

pense of the rest of the American
people.
Many of the important and de¬

sirable tax revisions which should
be made must be postponed until
the budget situation improves.
Nevertheless, a number of those
steps can and should be taken
now.

Proposes Cuts in Excises

First, I recommend that excise
taxes be reduced to the extent,
and only to the extent, that the
resulting loss in revenue is re¬

placed by revenue obtained from
closing loopholes in the present
tax laws.

The excise taxes are still at

substantially their wartime levels.
Some are depressing certain lines
of business. Some burden con¬

sumption and fall with particular
weight on low-income groups.
Still others add to the cost of liv¬

ing by increasing business costs.
Since we are limited in the

amount of reduction we can now

afford, we should choose for re¬

duction those taxes which have

the most undesirable effects. I be¬
lieve that reductions are most

urgently needed in the excise
taxes on transportation of prop¬

erty, transportation of persons,

long-distance telephone and tele¬
graph communications, and the
entire group of retail excises, in¬
cluding such items as toilet prep¬
arations luggage and handbags.
If these revisions are made, we

will have reduced the most serious

inequities of our present excise
taxes. We should go further just
as quickly as budgetary conditions
permit. At present, however, we
should reduce excises only to

the extent that the loss in rev¬

enue can be recouped by elimi¬
nating the tax loopholes which
now permit some groups to escape
their fair share of taxation.

The continued escape of privi¬
leged groups from taxation vio¬
lates the fundamental democratic

principle of fair treatment for all,
and undermines public confidence
in the tax system. While fewer of
these loopholes by themselves in¬
volve major revenue losses, col¬
lectively they result in the loss of
many hundreds of millions of dol¬
lars every year.

Call Attention to Loopholes

I wish to call the attention of

the Congress to the more impor¬
tant of these loopholes.
While some of them are of long

standing, their injustice has been
aggravated as the taxes assessed
against the rest of the population
have been increased. A tax con¬

cession to a favored few is always
unfair, but it becomes a gross in¬
justice against the rest of the
population when tax rates are

high.
The case for the elimination of

these inequities would be strong
even if there were no need for

replacement of revenue. It is com¬

pelling when excise relief depends
on it.
I know of no loophole in the

tax laws so inequitable as the ex¬
cessive depletion exemptions now

enjoyed by oil and mining inter¬
ests.

Under these exemptions, large
percentages of the income from oil

and mining properties escape tax¬
ation, year after year. Owners of
mines and oil wells are permitted,
after deducting all costs of doing
business, to exclude from taxation
on account of depletion as much
as half of their net income.

In the case of ordinary busi¬
nesses, investment in physical
assets is recovered tax-free

through depreciation deductions.
When the original investment has
been recovered, a depreciation de¬
duction is no longer allowed under
the tax laws.

In the case of oil and mining
businesses, however, the depletion
exemption goes on and on, year
after year, even though the origi¬
nal investment in the property has
already been recovered tax free,
not once but many times over.

Originally introduced as a mod¬
erate measure to stimulate essen¬

tial production in the First World
War, this special treatment has
been extended during later years.
At the present time, these ex¬

emptions, together with another
preferential provision which per¬
mits oil-well investment costs to

be immediately deducted from in¬
come regardless of source, are al¬
lowing individuals to build up vast
fortunes, with little more than
token contributions to tax reven¬

ues.

For example, during the five
years 1943 to 1947, during which
it was necessary to collect an in¬
come lax from people earning less
than $20 a week, one oil operator

Continued on page 36

Notice to the Holders of:

Kingdom of Denmark
Twenty Year 6% External Loan Gold Bonds, Due January 1, 1942
Thirty-Year 5Vz% External Loan Gold Bonds, Due August 1, 1955

Thirty-Four Year 4/>% External Loan Gold Bonds, Due April 15, 1962

Danish Consolidated Municipal Loan
Thirty-Year 5%% External Sinking Fund Gold Bonds, Due November 1, 1955

Mortgage Bank of the Kingdom of Denmark
(Kongeriget Danmarks Hypotekbank)

Forty-five Year 5% Sinking Fund External Gold Bonds Series IX, of 1927
Due December 1, 1972

Notice is hereby given that Denmark proposes to set aside about $5,600,000 to be'
applied for the calendar year 1950 to the retirement of Bonds of the above-described
Loans, in the amounts and in the manner referred to below (accrued interest being
supplied from other funds).

Kingdom of Denmark Twenty Year 6% External Loan Gold'Bonds, Due January 1,
1942

Denmark will soon hereafter publish notice that there has been drawn by lot
$2,500,000 principal amount of Bonds of the above issue' outstanding and unpaid
(exclusive of Bonds owned by Denmark) and bearing the numbers specified in such
notice. Bonds bearing such numbers are to be paid on or after the date that will
be fixed in the notice at the principal amount thereof, plus accrued interest at the'
rate of 6% per annum to such date. No interest for any period after such date will
accrue or be paid on Bonds bearing such numbers. For further information with respect/
to such payment, reference is made to such notice when published.

Kingdom of Denmark Thirty-Year 5% % External Loan Gold Bonds, Due August 1,
1955

$1,200,0(10 will be set aside toward the acquisition at public or private sale, in the
open market or by tender or otherwise, of Bonds of the above, issue, to the extent
obtainable at prices not in excess of the principal amount thereof and accrued interest
or, if not so obtainable, by redemption (not later than in 1951).

$1,200,000 corresponds to the amount that would, under the related Loan Agree¬
ment, have been set aside for the sinking-fund during the 12-montlis period ended
July 31, 1942, if the operation of such sinking-fund had not been' temporarily suspended.

Kingdom of Denmark Thirty-Four Year 4Yz % External Loan Gold Bonds, Due
April 15, 1962

.$1,486,000 will be set aside toward the acquisition at public or private sale, in
the open market or by tender or otherwise, of Bonds of the above issue, to the extent
obtainable at prices not in excess of the principal amount thereof and accrued interest
or, if not sp obtainable, by redemption (not later than in 1951).

$1,486,000 corresponds to the amount that would, under the related Loan Agreement,
have beeii set aside for the sinking-fund during the 12-months period ended April 15,
1943, if the operation of such sinking-fund had not been temporarily suspended.

i
.

Danish Consolidated Municipal Loan Thirty-Year 5% % External Sinking Fund
Gold Bonds, Due November 1, 1955

$280,000 will be set aside toward the acquisition at public or private sale, in the
open market or by tender or otherwise, of Bonds of the above issue, to the extent
obtainable at prices not in excess of the principal amount thereof and accrued interest,

$280,000 corresponds to the amount that would, under related loan documents, have
been set aside for the sinking-fund during the 12-months period ended November 1, 1942,
if the operation of such sinking-fund had not been temporarily suspended.

Mortgage Bank of the Kingdom of Denmark (Kongeriget Danmarks Hypotekbank)
Forty-five Year 5% Sinking Fund External Gold Bonds Series IX, of 1927, Due
December 1, 1972

$133,000 will be set aside toward the acquisition at public or private sale, in the
open market or by tender iw otherwise, of Bonds of the above issue, to the extent
obtainable at prices not in excess of the principal amount thereof and accrued interest,

$133,000 corresponds to the amount that would, under related loan documents, have
been set aside for the sinking-fund during the 12-months period ended May 31, 1947,
if the operation of such sinking-fund had not been temporarily suspended.

Amounts so set aside will be applied in full toward the acquisition of bonds by the
means described above, and all bonds so acquired will lie retired arid cancelled.
Whether or not any further similar acquisitions will occur must depend upon the extent
of Denmark's dollar resources in the future.

Copenhagen, January 20, 1950',

MINISTRY OF FINANCE OF THE
KINGDOM OF DENMARK
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Frustrated Federal Reserve Seeks
Unwarranted Power!

By ELLIOTT V. BELL*
Former Superintendent of Banks, New York State

Chairman, Executive Committee, McGraw-Hill Publishing Co.

Though advocating a Federal Reserve System independent of
the Treasury and capable of performing its supervisory powers,
former New York Bank Superintendent opposes legislation
which would give Reserve Board power to fix reserve require¬
ments of non-member banks. Ascribes demand for such power

to frustration of Federal Reserve Board in endeavoring to con¬

trol credit under policy of government bond price pegging.

Elliott V. Bell

I am going to talk about the
present position of the Fedeial
Reserve System; about some of.
the proposals put forward the

other day in
the report of
the Douglas
C o mmittee^
and what

these matters

mean as I see

it for the fu-
ture of our

dual banking
system.
Let me say

at the begin¬
ning that I be¬
lieve the Fed¬

eral Reserve

System can
and should be

a mighty force
in assuring stable economic prog¬
ress in this country. Let me say
also that I believe our dual bank¬

ing system is a bulwark of our
American system of freedom. It
must be vigilantly and militantly
maintained against those who
would weaken it, whether, their
attacks be deliberate or merely
inadvertent.
In order best to carry out its

vital .purpose, the Federal Re¬
serve System must be rfcasonqfoly,
independent and it must have the
good will and cooperation of the
entire banking system of the
country. , <

.

Now I am sorry to say that since
the war the Federal Reserve Sys¬
tem seems to have been having a

good deal of trouble regaining its
independence from the Treasury.
At the same time it has managed
to stir up some unhappy suspi¬
cions and some ruffled feelings
among banking leaders and among
the other supervisory authorities,
both State and Federal.

Testimony recently before the
Congressional Subcommittee on

Monetary, Credit, and Fiscal Poli
cies, headed by Senator Paul H.
Douglas, revealed considerable
conflict of opinion within the sys¬
tem and between the system, the
Treasury, the banks and others.

Federal Reserve Suffering
From Frustration

The Federal Reserve System,
as a whole, appears to be suffer¬
ing from frustration and the
source of that frustration, I think,
is not hard to find. It arises from
the fact that the Federal Reserve

System, unlike every other sector
of our economy, has not yet been
demobilized from its wartime
slhtus. It is subservient to the

Treasury. It is fearful, on the one

hand, that if it declares its inde¬

pendence it may at some time be
held responsible for the failure of
an important piece of Treasury
financing; and, on the other hand
if it continues to direct its efforts
toward insuring the success^ of
Treasury financing, at negligible
rales of interest, it may some day
be held responsible for having
failed to deal effectively and
promptly with a disastrous infla
tion.

In the face of this dilemma it

is not surprising that the Federal

* Address by Mr. Bell at* the
22nd' Midwinter Meeting of the
New York StateiBanfiiers Assoeia*
tion, New York City, Jan. *23,T9oO!

Reserve System and its spokesmen
present to the world a picture of
inde'cision. The Federal Reserve
Board fears, and with good reason,
that the present prosperous con¬

ditions, fanned by the winds of
deficit spending, may roar into an

inflationary boom and bust. It
would like to be in a position to
check such a boom, before it is
too late, by a judicious use of open
market operations. By letting its
government portfolio run off, the
Federal Reserve could quietly con¬

tract the money supply, tighten
credit and put a curb upon the
runaway forces of inflation.
But the Treasury is concerned

about the fact that it must refund
some $50 billion of maturing gov¬
ernment securities in the next 12
months. It feels that with a $260
billion debt, the central banking
system must give priority to main¬
taining a market for government
securities and holding down the
rate of interest paid on that debt.
This is a natural and understand¬
able attitude on the part of the
Treasury; but it is a dangerous
position to maintain too long.
I am one of those who com¬

pletely supported the pegging of
government security prices dur¬
ing the-war and for s^era.l years
thereafter. In time of war, a cen¬
tral banking system must- become
subordinate to the financing re¬

quirements of the .conflict. ■ It is
inevitable that the bank of issue
will be required to conduct its
operations so as to provide abund¬
ant credit for the prosecution of
the war, to hold down the interest
costs of this credit and to stabilize
the price of government securities
floated to the public. If, however,
this role is maintained for any ex¬
tended period, the normal func¬
tions of the central bank become

atrophied or at least unavailable.
This is what happened to the

Federal Reserve System in the
period of postwar inflation. The
fact that the Federal Reserve Sys¬
tem felt itself under compulsion
to peg rigidly the government se¬

curity market made it impossible
for the system to take any effec¬
tive measures to. reduce inflation¬
ary, pressures. It was barred from
the use of open market selling to
contract bank- reserves. Instead,
the Federal Reserve System was
forced to resort to increases in
reserve requirements which were

in turn largely nullified by the
fact that it was compelled to pur¬
chase the government securities
which came on the market from
the banks and others as a result
of these increased reserve require¬
ments.

Deprived of the use of its most
effective instrument of credit con¬
trol, open market operations, the
System not merely turned to an

increased use of changes in re¬

serve requirements; it also de¬
manded legislation that would

give it broader powers to manipu¬
late reserves, including the power
to fix reserve requirements of
nonmember banks.

These actions and demands
pleased no one outside the Re¬
serve System, and left many .in-
side the System none too happy.

. As Allan Sproul, the very able
President of the Federal Reserve
Bank of New York, remarked in
his* repjw to the ^questionnaire ? of
the £>ouglas Committee, "Constant

jiggling of reserve requirements
is not the way to run a banking
system."
And Ray M. Gidney, President

of the Federal Reserve Bank of

Cleveland, an old friend, I am

sure, of most of us in this room,
in answering the same question¬
naire, remarked that altering
member bank reserve require¬
ments is a clumsy and unsatisfac¬
tory instrument of credit control.
He added that: "Bankers gener¬

ally would appreciate our giving*
the matter a rest cure and letting
them feel that they have a stable
basis of reserves on which to op¬
erate."

I have no doubt whatever that

Ray Gidney's opinion on this mat¬
ter would win an overwhelming
vote of approval in any banking
group in this country today. And
yet the Federal Reserve System
as a whole is still pressing for
added authority to jiggle not
merely the reserves of member
banks, but also of nonmember
banks. And it apparently has suc¬
ceeded in persuading Senator
Douglas that it should have the
power to expand the area of its
jiggling.

Reason for Demand for Power
Over Non-Member Banks

The Federal Reserve's persist¬
ent demand for authority over
nonmember bank reserves is a

direct consequence of having re¬
tained the policy of pegging gov¬
ernment security prices long after
it had served its proper purposes.
It is a perfect example of how
efforts to manage the economy
through price controls have a re-|
lentless way of forcing the man- \
agers to reach out to extend their
control over an ever-widening
circle of enterprise and of eco¬

nomic life.
In the opinion of the State bank¬

ing authorities—and I am pre¬

suming now' to speak not merely
from my knowledge of New York
but from my friendship with all
the State bank supervisors—the
Federal Reserve's persistent de¬
mand for control over nonmem¬

ber banks is unnecessary, unwar¬
ranted and unwise. It has already
done much damage to the rela¬
tionship between the Federal Re¬
serve and other supervisory au¬
thorities. To persist in it will do
more damage.
As I have already pointed out,

open market operations are al¬
ways preferable to the jiggling of
reserve requirements. They have
an all-pervasive effect. Combined
with discount rate action they in¬
fluence the volume and price of
credit for everyone.

51% by number of the commer¬
cial banks in the country are out¬
side the Reserve System. The vol¬
ume of bank deposits outside the
Reserve System, however, only
amounts to 15% of all commer¬

cial bank deposits. It is certainly
not worth while to antagonize
more than half the banks in the
nation for this small prize. Even
that does not tell the story for
in some states the reserve require¬
ments are just as high as those
of the Federal, and other states,
like New York, make it a prac¬
tice to conform to Federal Reserve
changes in reserve requirements.
The Reserve Board is aiming a

very big gun at a very little bird;
but the gun is dangerous. It is
likely to backfire.
It is suggested by way of com¬

pensation that the nonmember
banks be given the privilege of
borrowing from the Federal Re¬
serve. What this amounts to is a

kind of second-class, involuntary
membership for certain banks in
which they are to /have the obli¬
gations of membership but not the
privileges. It was never intended
that the Federal Reserve System
should coerce the State nonmem¬

ber banks into its control? It is

certainly unjust to attempt such
a coercion so long as the System
still clings to its prerogative of

picking and choosing and refuses
membership to applicants as il
pleases.
Many banks are denied mem¬

bership in the Federal Reserve
System by reason of the statute's
unreasonably high capital require¬
ments. But beyond that, other in¬
stitutions which can meet the sta¬

tutory requirements are refused
membership because the system
discriminates against certain kinds
of banks and is unwilling to open
its doors to what it regards as
specialized types of institutions.
One curious aspect of this ill-

starred attempt to get control of
the non-member banks is that it
seems to have evoked more out¬

spoken bitterness on the part of
its proponents than among those
against whom it has been directed.

Defends Dual Banking
Some Governors of the Reserve

Board have accused the American
Bankers' Association of following
a "party line" hostile to the sys¬
tem and have asserted that "pri¬
vate banking leadership has
failed." They have charged that
the Federal Deposit Insurance
Corporation has been used to dis¬

courage membership in the Fed¬
eral Reserve System and to
weaken effective monetary policy.
The dual banking system is re¬

ferred to as a "red herring" and,
even among those whom I have
always regarded and persist in re¬

garding as our friends, there has
lately cropped up a nasty habit of
referring to the dual banking sys¬
tem as the "divided banking sys¬
tem."

There have been other unfor¬
tunate matters, including action
by the Federal Reserve last year
to block a piece of harmless leg¬
islation that was desired by all
banking groups and all other'bank
supervisory authorities—State and
Federal. This was the so-called
bank conversion bill to put State
and national banks on an equal
footing with respect to conversion
from one charter to another, as
in the case of mergers., There is
evidence, I am sorry to say, that
in at least some quarters this ac¬

tion was intended to try to force
some of us to back the Reserve's
demand for legislation to control
non-member bank reserves.

Meanwhile, the strong suspicion
exists that some influential ele¬
ments in the Federal Reserve are

ambitious to obtain complete cen¬
tralized control over all bank

chartering and bank supervisory
functions, a circumstance which,
I assure you, does, not endear the
central banking system to either
the Comptroller's office or the
FDIC.

All this unhappy situation exists
at a time when, as never before,
it is vital that we should have a

healthy,^- independent and well
functioning Federal Reserve Sys¬
tem. The dangers of an inflation¬
ary boom are today more real than
ever. We need a strong Federal
System, backed by the enthusi¬
astic support of the entire banking
system to guard against this
danger.
What should be done? The re¬

port of the Douglas Committee,
.issued ten days ago, has some

good suggestions along with some
not so good. The Committee,, or
rather a majority of the Commit¬
tee, accepts the Federal- Reserve
thesis that it should control non-
member banks. I am happy to see
that Congressman Jesse P. Wolcott
vigorously dissents. He rightly
construes such a move as destruc¬
tive of^the dual banking system
and a step toward the national¬
ization of banking and credit.
The Committee would have

Congress utter a statement ' of

policy restoring to the Federal Re¬
serve System primary responsibil¬
ity for the nation's credit policv
That is fine.

So far as I am aware, there is no
law anywhere that says the Fed¬
eral Reserve System must support
the government securities market
at any particular level of interest

rates or that the Open Market
Committee of the Federal Reserve
System is in any way responsible
for guaranteeing the success of
every Treasury offering at what-
ever coupon the Treasury sees fit
to fix.

Congress Should Clear Up Tangle
I would have thought until re¬

cently that no Congressional di¬
rective was needed; but matters
seem now to have reached such a -

pa^s that it would be better to
have Congress clear the tangle up.
I suggest that the organized

bankers of the country all get be¬
hind this proposal of the Douglas
Committee and urge Congress to
adopt a joint resolution vesting in
tne Federal Reserve System "the
primary power and responsibility
for regulating the supply, avail¬
ability and cost of credit. . . ."
Then I would like to make some

other suggestions:
Let the Federal Reserve make it

plain that it is not trying to whit¬
tle away the dual banking system.
Either you are for the dual bank¬
ing system or you are against it.
I am fully prepared to admit

that our dual-banking system is
neither completely logical nor en¬
tirely efficient. The same charge's
could be brought with- equal force
against our republican form • of
government. Indeed, it is a curious
fact that many of the institutions
of a free society are neither en¬

tirely logical nor entirely effi¬
cient. But what is much more im¬
portant than either logic or effi¬
ciency, they help to preserve; hu¬
man freedom. I grow more and
more to distrust those who would
seek to mold human institutions
into theoretical patterns of logic'
and efficiency. I am utterly dis¬
trustful of those who give casual
lip service to the dual banking
system while attempting con¬
stantly to concentrate complete
control of banking in this country
in one centralized bureaucratic
focus.

Two-thirds of Banking Under
State Charter

Let it not be forgotten that two-
thirds of our commercial banking
system operates under State
charter.
I would have the Board of Gov¬

ernors of the Federal Reserve Sys¬
tem make it entirely plain that
they are not ambitious to take
over the Federal Deposit Insur¬
ance Corporation; that they do not
desire to swallow up the Office
of the Comptroller of the Cur-,
rency; that they do not wish to
become the sole bank chartering
agency in the nation; that they do
not desire to usurp the chartering
and supervisory functions of the
various banking departments of
the forty-eight states.
I would have the Board of Gov¬

ernors of the Federal Reserve Sys¬
tem state plainly that they do not
favor using bank examiners for
the purpose of carrying out na¬
tional credit policies.
The business of a bank exam¬

iner is to make sure that you are

running a sound institution and
protecting the interests of your
depositors and stockholders. One
sure way to ruin a perfectly good
bank examiner would be to send
him into one of your banks and
tell him to appraise your assets
and your operating policies on the
basis of whether you are conduct-'
ing your institutions in accordance
with the higher requirements of
the nation's credit policy. Good
bank examiners are too valuable
to be ruined that way.
While I am on the subject of

bank examinations, we occasion¬
ally hear some complaints of du¬
plications of the examining func¬
tion, accompanied by the sugges-:
tion that the Federal Reserve
would do well to take over the
entire job. I have a suggestion:
Let the Federal Reserve accept

the State examination for State
member banks as it now accepts

Continued on page 41
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Coordination of Monetary Policy
And Debt Management

By ALLAN SPROUL*

President, Federal Reserve Bank of New York

N. Y. Federal Reserve Bank executive upholds proposal that all
insured banks be subject to cash reserve requirements set up
by Federal Reserve Board. Advocates Federal Reserve be freed
from restraints of Treasury's fiscal policy in control and regula¬
tion of credit and contends a suitable permanent framework
for relations between debt management and monetary policy

can be established.

Allan Sproul

I have suggested that all in¬
sured banks oi the country should
be subject to certain minimum
national reserve requirements and
thus share in
t h e l esponsi- r-rnr. "1 *

bility for and
the burden of

necessary na-„
tional credit

policy. I have
also said that
I do not think

that this is

absolutely es¬

sential to the
f o r m u lation
and effective¬
ness of a na¬

tional credit

policy, and
that I do not

believe re¬

serve requirements should be
jiggled up and down in an attempt
to effect ordinary changes in the
volume, availability and cost of
credit. What then am I talking
about? In the main, I am talk¬
ing about two things. First, it
seems to me that if we are all
agreed that it is necessary to have
a central banking system, as I as¬
sume we are,, and if the core of
that central banking system is the
pooling of the reserves of the
banks of the country, and manag- j
ing their availability and cost, I
every commercial bank (banks
which have the power to add to
or subtract from the money sup- j
ply) should be subject to the na- 1
tional reserve requirements. I do
not say that all banks, necessar- !
ily, should be members of the
Federal Reserve System, and I do
not think that I suggest anything
destructive of the dual banking
system. My proposal, it seems to
me, is wholly in accord with our

whole Federal political organiza¬
tion and our whole Federal tra¬
dition, which grants certain pow¬
ers to a national authority and
reserves the rest to the states and
to the people.

Second, I am saying that while
I believe all commercial banks
should be subject to national re¬

serve requirements, I do not be¬
lieve that the authority to fix
these requirements should be
used to try to give notice and
effect to every change in our

judgments as to the economic
weather. It is argued, I know,
that such changes are an effective
way to bring national credit pol¬
icy to the attention of all banks,
large and small, city and country,
and that this is desirable in terms
of making such policy effective.
The trouble is that not every bank
reeds the same specific treatment
at the same time regardless of the
.character and trend of its busi¬
ness and all banks want to have
some measure of assurance of the
reserve base on which they can
operate over considerable periods.
If there were no othpr, way to
make national policy effective, we
might overlook these defects in
the use of reserve requirements as

a weaoon of current credit policy.
Fortunately, we have other means
at our disposal. Changes in the
discount rate can be an easily un¬
derstood signal to all banks of our

; *Pavt of an address by Mr,
Sproul at the Mid-Winter Meet¬
ing of the New York State
Bankers Associ»+v*n,. New York
City, Jan. 23, 1950.

opinion as to the economic situa¬
tion and outlook. And, in open
market operations, we have a

pretty precise means of bringing
that opinion to bear on the cost
and availability of credit at its
most sensitive point.
In dealing with reserve require¬

ments, therefore, I think we
should first determine the amount
of leverage we want the commer¬

cial banks, as a whole, to have in
the creation of credit. That is, do
we want the commercial banks, in
the aggregate, to be able to ex¬

pand creoit ten times, or five
times, or how many times, on the
base of a given volume of re¬

serves. Having determined this
ordinary requirement, the Federal
Reserve System should be given
authority to vary the requirement
under, extraordinary circum¬
stances, i.e., to meet fundamental
changes in the banking and credit
situation, such as might be
brought about by very large im¬
ports or exports of gold, or

changes in the habits of the people
with respect to holdings of cur¬

rency and bank deposits, or ex¬
treme inflationary or deflationary
developments. It is an authority
to be used sparingly, in terms of
frequency, but vigorously in
terms of the effects you seek, once
its use is deemed necessary. j )
Advocacy of a national reserve

requirement applicable to all in-j
sured banks may seem like an un¬
necessary centralization of power)
particularly to a gathering of New5
York State bankers. Under the

guidance of your distinguished;
former Superintendent of Banks,'
Elliott Bell, and I should expect
under the guidance of Bill Lyon,
you have subjected your state
nonmember banks to the same

general reserve requirements as
member banks. It is not-so.
throughout the country, however,
and even here I think there is

something to be gained by a gen¬
eral and direct participation in
a national program. This busi¬
ness of monetary management is.
not just the business of the Fed¬
eral Reserve System — it is the
business of the whole banking
system. There has to be a general
understanding of the rules, and
some sense of playing the game

together if we are to get the best
results. Monetary controls like
other indirect controls need the

support of an informed public,
opinion, which should be pro¬
vided by the banking community..

Monetary and Credit Policies

My last point has to do with
what I conceive to be the central

problem of monetary and credit
policies under present conditions.
That problem is how to combine
effective monetary management
with effective debt management.
As I said in recent testimony be¬
fore a Congressional committee,
there cannot be a purposeful
monetary policy unless the Fed¬
eral Reserve System is able to
pursue alternating programs of
restraint, "neutrality," and ease,
as the business and credit situa¬
tion may require. Such pro¬

grams must, as they accomplish
an increase or contraction in the

volume of credit and a tightening
or loosening in the availability of

credit, affect interest rates,, not

only for private credit, but : for

government securities. The terms

of Treasury offerings for new i

money, and for refunding issues,1
must be affected. Yet those elf- :

fects will, at times, be incon-
venient and burdensome to the
Treasury in its management of
the enormous public debt, and
may conflict with otherwise;
praiseworthy efforts to minimise '
expenditures for debt service.
This is a conflict which will con¬
tinue to arise, in one form or an¬

other, so long as this public debt,
huge in relation to our present
national income, is with us. It |is
not a problem which can be
solved by demanding more cour¬

age or independence on the part
of the Federal Reserve System,
nor by attacking indiscriminate¬
ly the Treasury's understandable
concern with the cost of servic¬
ing the public debt.

The problem is a mutual onfe,
growing out of changing circum¬
stances since the time when both
the Treasury and the Federal Re¬
serve System were charged with
their present responsibilities in
their respective areas of adminis¬
tration. When the public debt
was small in relation to our na¬
tional income and in relation to
the total of all debts, public and
private, and when the Treasury
only had to come to the market
to borrow (for new money or re¬

funding) at infrequent intervaljs,
the conflict was seldom a hin¬
drance to appropriate action in
either sphere. Now that the Fed¬
eral debt is something more than
the total annual national income
and more than one-half the total
of all debts, public and private,
and now that the Treasury has to
come to the market nearly every
month and every quarter, and fijx
a price on its securities, the prob¬
lem is a totally different one and
requires a new approach to over¬

come new difficulties. This is not
a matter to be played up as a
fight between the Treasury and
the Federal Reserve System. Our
broad objectives are the same and
are so conceived.-The problem is
a mutual problem. If we are tb
come anywhere near attaining our
objectives and solving our prob¬
lems, the best efforts of both the
Treasury and the Federal Reserve
System will be required and we

may also require, new directions
from the Congress.
It is a hopeful aspect of the

situation, however, that the same

circumstance which is primarily
responsible for the problem, helps
to make its solution seem possible.
Because of the size of the public
debt, and its relative importance
in the whole structure of public
and private debts, we are now

able to carry on our open market
operations in a broad homogene¬
ous market, embracing govern¬
ment securities of all maturities,
and the effects.of our operations
are more quickly felt in all areas
of the private sector of the marr

ket than used to be the case. • ;

Suitable Framework of Relations
Possible

It is this circumstance which
has led me to say that if a suitable
permanent framework for the re¬

lations between debt management
and monetary policy can be es¬

tablished, the tasks of monetary
control and debt management will
not be impossible. While the

money market is not so sensitive
to slight changes or disturbances
as it was from 1946 through much
of 1948, when large segments of
the swollen public debt had not
yet settled into firm hands, it is
still sensitive to relatively small
changes in the interest rate struck
ture, and to any uncertainty con¬
cerning the future direction of
rates created by such changes, in
terms of its readiness to make
funds available for expansion.
Through judicious use of discount
rates and flexible open market

operations, it should be possible to
make monetary policy reasonably

'

effective without such abrupt and

such wide changes in interest

rates as used to be considered
quite normal and a necessary part
of central banking technique.
Such a monetary program would
be consistent with moderate fluc¬
tuations in the cost of servicing
the debt (and it is important to
remember that "fluctuation" does
not mean only decreases, or only
increases, .but changes which may
"average out" over time); noi
would such a program contem¬
plate (or require) large changes
in the prices of outstanding gov¬
ernment securities.

In adopting this hopeful view
I admit that I am placing consid¬
erable reliance upon the effective¬
ness of relatively small changes
in interest rates, and the changes
in availability of funds which they
reflect, to accomplish relatively
large changes in the attitudes Qj

spenders and savers and lenders
and borrowers, and thus to make
monetary policy effective. I sus¬

pect that your own experience
will suggest that such reliance is
not misplaced. It is not that j

believe that fractional changes ir
interest rates will, by themselves
offer sufficient inducement of
lack of inducement to change the
flow of savings and expenditures
nor change the cost and profi
calculations which might deter¬
mine whether a loan should be
made or a debt incurred. But j)
do believe that, in this unsettlec
world, businessmen and bankers
borrowers and lenders, are aware
of what a change in the directior
of movement of interest rates may
portend, with respect to the eco¬

nomic outlook. And I believe they
are sufficiently sensitive to this
influence to warrant reliance upon
a policy of modest variations ii
interest rates* to help achieve 1he

substantial contribution which
monetary policy may be able *to
make to our economic progress.

Bache & Go. to Admit
Three New Partners
Bache & Co., 36 Wall Street,

New York City, members of the
New York Slock Exchange, will
admit Walter A. Schiffer, mem¬
ber of the Exchange, Robert
Proddow, Jr, to general partner¬
ship, and M. G. Woodward to
limited partnership, on Feb. 2.
Mr. Schiffer has been active as an

individual floor broker. Mr. Prod¬
dow in the past was a partner in
Haydock, Schreiber & Co.

Bonner & Gregory to
Admit Three Partners

f

Bonner & Gregory, 30 Pine
Street, New York City, members
of the New York Stock Exchange,
on Feb. 1, will admit Peter E.

Foliar, and on Feb. 2, Robert'J.
Kelly* and Joseph D. Krasowich
to partnership. Mr. Foliar was

formerly a partner in Cowan .&
Co. Mr. Krasowich has been

with Bonner & Gregory for some

time.

Brady, Baird Admits
John Contento has been ad¬

mitted to partnership in Brady,
Baird & Garvin, 115 Broadway,
New York City. Mr. Contento has
been with the firm for many

years. \

RASH ANNOUNCEMENT
POOR'S 1950 REGISTER
of Directors and Executives

Just Coming off the Press

ir Givesmore than 19,000 top execu-
- tive (personnel) listings of leading r
.corporations of the United States.

. Covers 80,000 individual executives

..with their home addresses, educa¬
tional background, year and place
-of birth; and instant reference to

interlocking directorates.

★ This volume, revised and kept up- "
• to-date through quarterly supple-
-ments, also includes the number of '
:employes by company, record of
.products manufactured or services
•rendered, an industrial index ar¬

ranged alphabetically (205 industry
classifications). A product index
lists over 2500 commodity and
services items.

ir Includes a reference and inquiry
privilege in the largest Financial
Library in the world.

A recent survey, conducted among Register of Directors and Executive
clients, uncovered 35 ways this important volume is being used by .

outstanding business organizations. You should see the Register and a
copy of the tabulation of uses.

For FREE INSPECTION USE COUPON
^

OR PHONE-MR. WYMAN-WAtkins 4-6400 '

r 1
| STANDARD & POOR'S CORPORATION, 345 Hudson Street, New York 14, N. Y. ||
| Gentlemen: |

Please send me an examination copy of the Important 1950 Register of Directors |and Executives. Include a copy of the tabulation showing 35 uses.

NAME

Firm

Add ress

City Zone ..State .A462-0000

I

I

STANDARD & POOR'S CORPORATION
345 Hudson Street, Hew York 14, N. Y.
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Natural Gas Industry—
A Sound Investment

By N. C. McGOWEN *

President, United Gas Corporation

Mr. McGowen, pointing out trend toward expanding natural gas
reserves in last several years, despite rapid extension of use
and increase in pipe line facilities, predicts that when consump¬
tion overtakes production, business will be on sounder basis
and because of selective selling, profits of industry will improve

The primary basis of any natu¬
ral resource industry, whether it
be oil, gas or the solid minerals,
is the amcunt of reserves on which
it can draw.

At the end of 1948 the natural
gas reserves of the United States
were 173.8 trillion cubic feet.
This is a very significant figure
when one takes into consideration
that during 1948, even after with¬
drawal of six trillion cubic feet
during that period, these reserves
increased from approximately 166
trillion to 174 trillion cubic feet.
There was a net increase in the
reserves of approximately 8 tril¬
lion cubic feet during 1948, or,

stated another way, 14 trillion
cubic feet were added to the re¬

serves during 1948, or more than
twice the production that year.
The trend of increasing reserves

from one year to the next, despite
increasing withdrawals, has been
going on for quite a number of
years. For instance, in the year
1945 the reserves were 148 tril¬

lion; in 1946, 160 trillion; in 1947,
166 trillion; in 1948, 174 trillion.
Let us analyze this 174 trillion

cubic feet. Of this amount there
were 95 trillion in Texas, 24 in
Louisiana, and IV2 in Mississippi,
a total of 121V2 trillion, or 70% of
the total United States natural

gas reserves.
When one considers that the

actual production from Texas,
Louisiana and Mississippi during
1948 was only approximately 3V2
trillion cubic feet, it becomes
readily apparent that this terri¬
tory is of extreme importance to
the natural gas industry and its
future. One area in particular,
the Gulf Coast region of Louisi¬
ana and Texas, does not seem to
have reached its ultimate.
Each year additional fields are

brought in, and when one con¬
siders the possibilities, both off¬
shore and on land, my guess
would be that this area will fur¬
ther increase in reserves.

These natural gas reserves
wouldn't mean much unless there
were transmission lines to deliver
the gas where it can be used.
There have been transmission sys¬

tems connected to these reserves

for many years, serving a local
market within the states or the
immediately adjacent area. The
availability of this economical
fuel has helped to bring about a
tremendous development of in¬
dustry in the areas where the gas
was produced. The magnitude of
this industrial expansion is well
known to all of you.

With the constant increase in
natural gas reserves, pipe lines
are now in operation and under
construction to make these re¬

serves available to more distant
areas throughout the United
States.

The markets in the North and
East are the greatest the gas in¬
dustry has ever been asked to
serve. No one can prophesy what
ultimate effect these markets will
have on reserves. However, if
the discoveries in the future fol¬

low the trend that they have fol¬
lowed in the last few years, it is
my opinion that we have not
reached at point where we should
too sharply apply the brakes to
further expansion of markets.

*An address bv Mr. McGowen
before the Nafional Federation of
Financial Analysts Societies, Chi¬
cago, 111., Jan. 18, 1950. . ,

It will be of interest to you to
know that the development of
these long-distance pipe lines has
changed the economics of the
companies doing business in the
gas producing territory over the
years. This change has been
brought about largely by the fact
that these lines have caused a

greater demand for gas, and in¬
creased demand means increases
in prices. Therefore, gas in the
field in the South and Southwest

today is commanding a price oi
more than twice as much as it
was selling for ten years ago.

This is a fine thing for the ter¬
ritory. It is a fine thing for any
company to the extent that it has
gas reserves. But those local com¬
panies which had their sales rates
geared to low field prices of gas
nave been obliged to pay higher
field prices in order to maintain
their reserve positions. Therefore,
they have had to' proceed to raise
their rates to their customers. Un¬
fortunately, you can't ordinarily
raise a rate automatically when
you pay more money for gas in
the field. There is a transition
period in which it becomes nec¬

essary to seek increased sales
rates in order to balance increased
costs. It is not as bad as it ap¬

pears, however. There still re¬
main unexpired gas purchase con¬
tracts obtained at the lower field
prices which help to support those
lower sales rates until the^ are
revised.

Natural gas companies are meet¬
ing with considerable success in
convincing consumers in the gas

producing country that if their
territory is to get a better price
for its natural resources, the same

territory will have to pay more
for the use of them.

Bates for the sale of natural gas
must inevitably increase, because
they are now far below those
charged for competitive fuels.
When these rates approach or
reach the competitive level, the
natural gas business will become
much more stabilized as to ex¬

pansion and growth, and the de¬
mand for new money to finance
expansions will not be as great as
it has been in the past. However,
at that time the natural gas busi¬
ness should continue to enjoy a

steady, healthy growth.

Factors in Gas Industry's
Growth

What has brought about this
great growth in the gas business?
It is the result of many factors:
The development of deep drill¬

ing techniques;
The progress in fabricating and

operating large diameter, high
pressure pipe lines;
The adoption of spacing re¬

quirements to avoid excessive
drilling and production, and a

general improvement in the
know-how of production prac¬
tices.

Most important, however, are
three factors: (1) the continued
increase in known gas reserves;

(2) the general public acceptance
of natural gas; and (3) the recog¬
nition by the investing public
that the natural gas industry is
sound. These are the most im¬

portant elements in the growth of
fhe industry, and they have been
accomplished within my memory
and during my life in the gas
business,
J appreciate that there is in the

I minds of ;some: investors today

the thought that the joker in the
whole situation is; as this natural
gas industry expands, the ever-
increasing market will overtake
the increase in reserves. If this
should come to pass, and reserves
start to dwindle, then what will
happen? Assuming that we reach
a period in the future when the
net reserves in the United States

begin to show a downward trend,
do you think the natural gas in¬
dustry will be on the way out?
I certainly do not.
With the type and caliber of

people who have had the fore¬
sight and ability to develop the
industry to its present state, it is
my firm belief that the industry
will have the ability to adjust
itself to changing conditions and
keep on an even keel.
When we reach a point where

the natural gas reserves of this
country begin to show a net de¬

cline, the industry will then be
in a much better position to select
its markets—to do selective sell¬

ing—which means selling reduced
volumes of gas at higher prices.
This can be done with invest¬
ments already made. We will
have ample capacity. We will be
selling less gas for more gross,

possibly paying more for it in the
field, but selective selling will
result in prices that will give the
producers, the transmission com¬

panies and the investors a posi¬
tion of security as great as or

greater than they now have.
Even though some may say I am

prejudiced, it is my opinion now,
and it has always been, that the
natural gas industry is a sound
investment in the future. I am

glad to see today that natural gas
securities are recognized by you

gentlemen as fine securities for
anyone's portfolio.

International Economic Aspects
Of British Election

By PAUL EINZIG

Dr. Einzig, asserting result of British election is likely to affect
substantially position of sterling abroad, maintains, however,
that there is no reason to hold a Conservative Government
would restore convertibiLty or non-discrimination. Foresees,
as result of Conservative victory, partial restoration of pre¬

war British influence in international finance.

LONDON, ENG.—The date of
the British general election has
now been fixed at Feb. 23, so that
within a few weeks we shall know

what kind of
Government

Britain will

have during
the next live

years. The
economic ef¬
fects of' the

choice of the
British elec¬

torate will not

be confined

by any means
to Britain or

even to the

British Com-
m 0 nwealth.

They are
bound to have

world-wide repercussions.
There can be no doubt that un¬

der the Labor Government Brit¬
ain made reasonably good prog¬
ress toward economic recovery.

Whether this was due to the La¬
bor Government or was achieved
in spite of the Labor Government
is a matter of opinion. Govern¬
ment supporters claim full credit
for the progress. Their opponents
maintain that it was due to the

vitality of the British nation
which can survive even a Socialist

Government, and to the efficiency j
of private enterprise which has
done its best in spite of all the
handicaps and discouragement
imposed on it by a hostile and in¬
terfering Government. Some dis¬
illusioned cynics are of the opin¬
ion that the difference in terms of
progress between the best possible
Government and the worst pos¬

sible Government is only about
10%. Those who hold such views
do not expect either a substantial
slowing down or a substantial
acceleration of progress as a re¬
sult of the outcome of the general
election, whether it confirms the
Socialists in power or whether it
brings back a Conservative regime.
In reality the answer to the

question as to the economic, con¬
sequences of the election, result is
not so simple. Beyond doubt, the
elimination of a major cause of
uncertainty will be beneficial
both from a British and an inter¬

national point of view. It will
now be possible to forget about
politics and settle down to work
towards the solution of economic

problems— at any rate, until the
next important ..election, that of

the United States this autumn. It
is a pity the leading countries
cannot time their elections so that
they should take place at the same
time. The world could then
breathe freely until the next elec¬
tion date instead of being kept in
almost constant suspense by an

impending vital election in one or
other of the leading countries.
The result of the British elec¬

tion is likely to affect the position
of sterling to a considerable de¬
gree. The discount at which ster¬
ling is quoted abroad is largely
due to distrust in, and dislike for,
the British Socialist Government.

Rightly or wrongly it is assumed
in the free foreign exchange mar¬
kets that the return of a Labor

Government must mean that Brit¬
ain will be unable to bridge the
"dollar gap," because Socialist
policies mean unduly high domes¬
tic consumption and inadequate
effort to increase production and
to lower costs. It is also assumed

that so long as the Socialists are
in power American and other for¬
eign capital is not likely to seek
investment in Britain. For these
and other reasons a Socialist vic¬

tory may mean a widening of the
discount on sterling, while a Con¬
servative victory may mean a nar¬

rowing of the discount, or even
its complete disappearance.

Possibly a Conservative victory
would mean that the United States
would be more willing to continue
to assist Britain financially. The
mere assumption that this is so
would go a long way towards
strengthening confidence in ster¬
ling aboard. Moreover, it would
also be assumed that under a Con¬

servative Government Britain
would not need American assist¬
ance to anything like the extent
to which it would need it under a

Socialist Government. It is widely
believed that the advent of a Con¬
servative Government would help
the export drive, even though
some setback in production and
export through strikes following
on the change of Government
could not be ruled out. One of
the first moves of a Conservative
Government Would be the re¬

moval or drastic reduction of food
subsidies. From the point of view
of the export drive this would cut
both ways. It would lead to an

increase in the cost of production,
and to that extent it would handi¬

cap exports. On the other hand,
by causing a reduction of home

consumption by curtailing the

consumers' purchasing. power, it
would increase the surplus avail¬
able for export. This latter end
would be approached also through
various other means.

There is no reason to suppose
that a Conservative Government
would adopt a radically different
policy in respect of convertibility
or non-discrimination. Even the
Labor Government often declares
its desire to achieve those ends

eventually, and even a Conserva¬
tive Government could do at pres¬
ent little more than reaffirming
Britain's determination to comply
eventually with the convertibility
and non-discrimination clauses of
various international agreements.
The only immediate difference
would be that a Conservative
Government would be opposed to
the principle of bulk buying,
though in practice it would have
to continue the policy to a con¬
siderable extent, for the sake of
Britain's trade with the Common¬
wealth. Biiaterialism would be

pursued to a considerable degree
even under a Conservative Gov¬
ernment. As for Empire prefer¬
ence, a Conservative Government
would probably be much more re¬
luctant to abandon it or even to
weaken it.

If, as is widely expected, a Con¬
servative Government succeeded
in making Britain independent of
American financial assistance, and
in restoring confidence in ster¬

ling, London might recover a con¬
siderable proportion of its prewar
influence in international finance.

Although it will be long before
Britain could resume lending
abroad on a large scale, the Lon¬
don banking centre might be able
to assume the role of intermediary
between New York and conti¬
nental and other overseas coun¬

tries. Much depends, of course,
on the terms on which the prob¬
lem of wartime sterling balances
is solved. In this respect it seems
probable that a Conservative Gov¬
ernment would be less liberal than
the Socialist Government has been
in releasing these balances,
if only because a Conservative
Government would not seek to

maintain over-full employment by
means of releasing balances. Pos¬
sibly a Conservative Government
would pursue a policy of keeping
sterling tight, not only by refus¬
ing to release balances on a very

large scale, but also by adopting
a certain degree of credit restric¬
tions at home. It is unlikely, how¬
ever, that any Government would
embark on old-fashioned defla¬

tionary monetary policy.

Dewar, Robertson &
Pancoasl to Admit
SAN ANTONIO, TEX. — De-

war, Robertson & Pancoast, Na¬
tional Bank of Commerce Build¬

ing, members of the New York

Stock Exchange, on Feb. 2, will
admit Leon N. Walthall, Jr. and
Georgina W. Roberts to partner¬
ship in the firm. Mr. Walthall

has been with them for some

time as manager of the trading
department.

Jos. Faroll & Co. to
Admit E. Greenberger
Joseph Faroll & Co., 29 Broad¬

way, New York City, members of
the New York Stock Exchange,
will admit Eugene Greenberger to

partnership on Feb. 1. Mr. Green¬

berger was formerly a partner in
Garfield, Greenberger & Co.

Gan Yavneh Development
Gan Yavneh Development Corp.

is engaging in a. securities busi¬
ness from offices at 799 Broadway*
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Current Developments in Bank

By F. RAYMOND PETERSON*

President, American Bankers Association -

Chairman, First National Bank and Trust Co., Paterson, N. .T.
•I

ABA President, in reviewing recent, banking developments,
reports commercial loans after pronounced decrease early in
1949 have undergone more than a seasonal rise toward end
of year, accompanied by continued increase in real estate and
consumer instalment credits. Says ABA will oppose giving

Federal Reserve more power.

F. Raymond Peterson

My job today is to discuss the
recent trends in bank credit that
have brought us to the present
outlook. Also, I want to give you
a ~ picture of "
current devel-

opments in
Washingt o n
that are influ¬

encing future
trends in

banking.
Commercial

banks enter
1950 with total
loans of more
than $42 bil¬
lion.' Of this

amount, their
co m mercial
and industrial
loans account

for over $ 1 7
billion. Commercial bank real
estate loans are more than $11 bil¬
lion. Consumer credit instalment
loans account for another $4V2
billion of total bank credit out¬

standing. The balance is in loans
on securities and in other unclas¬
sified loans.

No significant change has taken
place in the total of bank credit

outstanding at the start of this
year as compared with a year ago,
but a great deal has occurred dur¬
ing the past year with respect to
the outstanding amounts of the
various types of credit. Most sig¬
nificant was the decrease of al¬
most $2 billion in business loans
that occurred between last Janu¬

ary and last August.

Developments in commercial
loans were influenced by two fac¬
tors. First, banking's voluntary
credit control program, which had
been undertaken at the start of
1948 as an anti-inflation measure,
had produced throughout 1948 a

"leveling off" in the rate of com¬
mercial loan expansion that had
prevailed since the end of the war.

Under this program, commercial
credit had been directed into loans
for productive purposes, and non¬
essential or speculative loans had
been curtailed.

Second, this leveling off was
followed by a normal seasonal de¬
crease in loans during the first
half of 1949, intensified by the
business readjustment during that
period. The readjustment brought
a reduced volume of trade, lower
wholesale and retail inventories,
and lower prices. This, of course,
resulted in lower demand for busi¬
ness loans. It accounted for a very
substantial part of the $2 billion
reduction in business loans out¬

standing during the first half of
the year.

On the other hand, while busi-.
ness loans were falling off, real
estate loans and consumer instal¬

ment credit continued to rise as

they had been doing since the war
ended and have continued to do

until the present time. After mid¬
summer, the continued increase in
real estate and consumer loans

was joined by the renewed rise
in commercial loans we have been

experiencing since August.
The steady increase in real es¬

tate loans is a result of the con¬

* An address by Mr. Peterson
at the Second National Credit

Conference, sponsored by the
Credit Policy Commission of the
American Bankers Association,
Chicago, 111., Jan. 23/ 1950.

tinuing, unprecedented demand
for housing, coupled with a con¬

stantly expanding government
policy of plentiful, easy mortgage
credit. The rise in instalment
loans to consumers reflects a con¬

tinued heavy demand for con¬
sumer goods, principally automo¬
biles. However, it is important to
note that the total of consumer

instalment credit outstanding is
less in relation to total consumer
income than it was before the

war.

Consumer Credit

I should like to pause here for
a moment to clear up a wide¬
spread misconception of the total
amount of consumer instalment
loans outstanding. Figures re¬

cently published by authorities in
Washington indicate that the total
of consumer credit outstanding is
more than $18 billion. However,
this figure includes items such as

department store charge accounts
and utilities bills, totaling more
than $7 billion. The amount of
actual instalment credit outstand¬

ing is somewhat less than $11 bil¬
lion.

Of this total, approximately $4
billion are instalment loans by the
banks; and only slightly over $2V2
billion of these instalment:'loans
would be subject to Federal Re¬
serve control under Regulation W
if the regulation were to be reim-
posed The balance of the bank
instalment loans consists of repair
and modernization loans or per¬
sonal cash loans, which have al¬
ways been excluded from control
under Regulation W.
Often the wrong impression

arises that revival of Regulation
W would control more than $18
billion of consumer credit. Actu¬

ally, it would apply to only about
$6 or $7 billion of the $11 billion
of total instalment credit granted
by both the banks and other in¬
stalment lenders. This is only one-
third of the total of consumer

credit as stated by authorities in
Washington. This is a very small
area for selective control. Regu¬
lation W can by no means be con¬

sidered a cure-all for consumer

credit expansion.

Recent Increase in Commercial
Loans

To return to the ,credit picture
as a whole, analysis of the latest
figures of weekly reporting mem¬
ber banks shows that commercial
loans by these banks have in¬
creased more than $1 billion since
last summer. This is significantly
more than a normal, seasonal rise.
So the important facts of the

current developments in bank
lending are these: Commercial
loans, after a fairly pronounced
decrease during the first half of
last year, have undergone a more
than seasonal rise because the to¬
tal volume of general business has
increased. Real estate loans have
continued to rise without any ap¬

preciable change in their rate of
increase. Consumer instalment
loans have risen to a new high,
but the volume outstanding must
be measured in the light of the
great rise in consumer income as

compared with prewar.

With respect to interest rates,
the decrease in business loans

outstanding during the first half
of last year and open market
operations brought lower money
rates and a higher bond market.

Rates and yields eased under the
joint influence of lessened demand
for business credit and the gov¬
ernment's continued policy of easy
money.

Federal monetary policies and
open market operations have come

in for much' concern in recent

weeks. Hearings conducted in
Washington by the Joint Commit¬
tee on the Economic Report have
stimulated widespread comment.
In the course of those hearings
last month, the long-standing dif¬
ficult^ relationship between the
Treasury and the Federal Reserve
was explored.

Secretary Snyde,r who has ad¬
ministered the Federal debt with

competence and integrity, made
clear his position that the market
for government securities should
receive continued support, in or¬
der to maintain low 4 carrying
charges on the Federal debt. At
present, interest on the debt costs
the taxpayers more than $5V2 bil¬
lion a year. An increase of V2 of
1% in the average rate on gov¬
ernment securities would add $1V2
billion a " year to the Federal
budget.
On the other hand, Federal Re¬

serve authorities have continued
to insist that the system has been
stripped of most of its credit con¬
trol powers by the necessity of
supporting the open market. Most
of the Board's efforts to obtain
from Congress increased powers
over reserve requirements and se¬

lective credit controls have been

based on this assertion.
The prospect of further deficit

financing adds to the problem.
During the balance of the current
fiscal year, the Treasury will find
it necessary to raise an additional
$2 billion of new money, to cover
the balance of this year's deficit.
In addition, the President's Budget
Message indicated a prospective
budget deficit for 1950-51 in ex¬
cess' <5f $5 billiqn. The question
of open market operations will
continub to be an acute issue, par¬
ticularly if loan demand continues
to be firmer.

Proposed Federal Banking
Legislation

Our interest in Washington,
however, goes far deeper than
matters of monetary policy, in¬
terest rates, and government fiscal
operations. Issues. of even more
fundamental importance have
again developed with the return
of Congress. Our concern about
Federal legislation during the
current session is along two lines:
first, bills afecting bank supervi¬
sion and credit regulation by Fed¬
eral authorities; second, bills to
broaden and extend the loans and

loan guaranty activities of gov¬
ernment lending agencies.
In the first of these two legis¬

lative areas, we are particularly
concerned by the recommenda¬
tions in the President's Economic

Message. The President specifi¬
cally recommended legislation to
increase Federal Reserve power
over reserve requirements, and to
broaden this authority to include
the reserve requirements of all in¬
sured banks, both members and
non-members.'He also asked Con¬

gress to restire Regulation W as

a permanent control.
I assure you that the A.B.A. will

oppose both of these important
legislative recommendations.
Banking cannot assent to Federal
Reserve control of non-member

reserves. We have successfully op¬

posed it in the past, and we shall
oppose it again. We know that
such additional power in the hands
of the Federal Reserve would be a

long step toward giving the Board
eventual complete authority over
state-chartered banks. It would

give the Federal Reserve little, if
any, effective additional credit
control. It would divest state gov¬
ernments and state bank authori¬
ties of one of their mo?t important
powers., It is a thrust at the heart
of the dual system. If control of
bank reserves goes far enough,
it means Eventual control of the

ability of the banks to lend and
invest. These are the vital func¬
tions of chartered hanking. Com¬
plete, centralized control of re*'
serves can produce nationalized
administration of credit.

Nor can we consent to the res¬

toration of Regulation W. It could
inhibit only a very small amount
of credit expansion, in relation tc
the volume of credit as a whole
The country has yet to be shown
that it was a useful or effective
instrument of credit control when
it was in force after the war. Nev¬

ertheless, it is a matter of deep
concern to instalment lenders, ana
of great importance to the vast
numbers of individual small bor¬
rowers who need and rely on con¬
sumer credit.

More Federal Lending
In the Federal lending field, w(

expect several important legisla¬
tive measures to increase the loar
and loan guaranty authority of e
number of government agencies.
The President's message to Con¬
gress called for intensified busi¬
ness lending by the R.F.C. and
extension of its loan terms beyonc
their present ten-year limitation
One very able member of the
Senate Banking and Currency
Committee has criticized the R.F.C
for its large loans to large indus¬
tries, and has asserted he w1''
sponsor an inquiry to curtail its
large loans and increase its loan

to small business.
The Department of Commerce i<

urging a program for insuring
loans to small business by the
banks, similar to F.H.A. insurance
of loans in the housing field. The
Department has suggested that th*
Federal Reserve or the R.F.C.
should handle this loan insurance

program. It advocates a premium
of 1V2% on bank lending to small
business to cover losses under such

insurance. However, we feel cer¬
tain that this premium would be
totally inadequate to cover the
losses. This plan also calls for
creation of an agency, such as the
F.N.M.A. which would serve as

a "catch-all" for small business
loans.

We are expecting the Federal
Reserve to ask Congress for en¬

largement of its authority under
Section 13 B, to take up to half
a billion dollars of 90% participa¬
tions or guaranties of bank loans
to small business for working or
fixed capital. Also, the President

informed Congress he would later'
recommend still further . use of,
government credit or loan guaran¬

ties for small business loans. He
also urged further loan guaranties
for mortgage credit.
The portent of all these recom¬

mendations and legislative propos¬
als for government loans and loan
guaranties for business and indi¬
viduals is alarming. Our position
with respect to them is essentially
this: The banks are in business to
take risks. They are making ade¬
quate credit available to small
business. Any program of direct
government lending, or loan guar¬
anty or insurance by federal agen¬
cies, is a very serious incursion
into chartered banking.
Direct givernment lending is so¬

cialized credit. Government guar¬

anty takes the risk, which is the
heart, out of chartered banking.
On many occasions in recent years,
the Association has gone on record
as opposed to further encroach¬
ment of the government into the
lending field. We shall stay with
our position. We shall try ta inject
credit soundness into every bill
that comes before Congress. The
government uses and risks the
funds of taxpayers to provide a

superabundance of capital and
credit for borrowers whose credit¬
worthiness is all too often doubt¬
ful. If it were not doubtful, they
could fill their credit requirements
through normal channels. They
would not need direct government
loans or the government's guar¬

anty of their credit.
During the next three days, you

will hear a great deal of very in¬
formative discussion of govern¬

ment policy and bank credit pol¬
icy. You will hear many interesting
and useful facts about economic
conditions and the outlook for

business, industry and bank credit.
On behalf of the official family of
the American Bankers Association,
I extend to you our hope that
when you return to your batiks,
you will take with you a renewed
and revitalized concent of char¬
tered bank credit as the lifeblood
of an enterprise economy. We
shall give our best to advance its
welfare in a world of hostile en¬

croachment upon enterprise. As
you serve its cause at your desk
at home by making sound and
adequate credit available to satisfy
every legitimate loan demand, we
shall fight for it in the councils
and halls of government.

Philippines' Central lank President
Explains Centrals

Governor Miguel Cuaderno, in Lions Club address at Manila
on Jan. 11, says exchange controls became necessary to bal¬

ance islands' foreign trade.

At a meeting of the Business¬
men's Lions Club in Manila,
Philippines, on Jan. 11, Miguel
Cuaderno, Governor of the Cen¬
tral Bank of

the Philip¬
pines, along
with Cornelio
B a lm aceda,
P h i 1 i ppine
Commerce
Secret ary,
discussed with

the members

present the
recent imposi¬
tion of for¬

eign exchange
and import
control in that

Far Eastern
w. , „ , ,

nation. The M,*uel Cl,aderno
Central Bank executive explained
that the Philippines was able to
finance the balance of payments
with the money allocated by the
United States to the Philippines
in war damage payments, guer¬
rilla backpay, Filipino-American
veteran pensions and others. For
this year, he said, the Philipoines
may expect to receive about
P500,000,000 from the United
States, but in 1951 oiiiy about

P160,000,0f0. At the current anr
nual unfavorable balance of about

P500,000,000 cf foreign trade, it
can readPv be seen t^at the bal¬
ance of payments will be accru¬

ing, "and God knows how it can
be paid hereafter." Conservation
of the dollar reserves, therefore,
is the only salvation, Governor
Cuaderno emphasized.

Questioned as to how the gov¬
ernment or the Central Bank may

prevent' infalion which results
from exchange control, Cuaderno
parried by saying that inflation
may result from one or a combina-
tion of many causes, such as war

damage payments, reduction of
imports, government deficits and
borrowing and other economic
fqCfr»s. T'"^ Cenlral Bank, like
the Federal Reserve system in the
United States, is deemed to be
utilized in order to minimize or

control inflationary forces.
Governor Cuaderno admitted

that exchange control rules were

formulated, in ef "ect, to give teeth
to the import control law while
Secretary Balmaceda explained
that import c ntrol was inevitable
in an effort of the country to bal¬
ance its foreign trade.. - - '
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Prospects in Labor
,

, By DR. A. L. GITLOW
school of Commerce, Accounts, and Finance, New York University

Dr. Gitlow asserts the essential feature of the labor year will
be accelerated "hot war" between communists and right-wing
unionists, and employers will be injured as result of Left-Right
labor struggles. Foresees great political efforts by labor with

grandiose expenditures.

Abraham L. Gitlow

'

Labor's political effort will take
various forms. First, the labor
federations will tax their member¬
ship to guarantee the monetary

sinews need¬
ed. CIO and
AFL conven¬

tions in 1949
took the re---

quired first
steps. The
PAC-CIO un¬

dertook a drive

to obtain a $1
voluntary con¬

tribution from

each CIO
member. The

AFL's Labor's

League for
Political Edu-
cation was

pledged pow¬
erful support by the 1949 conven¬

tion. A plan was endorsed to se¬

cure voluntary contributions (min¬
imum of $2 per member) from
each of the Federation's 8,000,000
members. A "war chest" in the
millions should result from the
CIO and AFL drives for contribu¬
tions. Second, labor will concen¬

trate much energy on presenting
its attitudes and objectives to the
general public. For example, be¬
ginning in January, 1950, a 15-
minute, 5-day-a-week radio news¬

cast will be provided by Labor's
League for Political Education
over a national network. The cost
has been estimated at $750,000.
Third, labor will attempt to
blanket every one of the 435 Con¬
gressional Districts in the United
States with organized groups,
working to make the central pol¬
icy effective by winning the sup¬
port of the voters. Finally, unions
will try to consolidate the vote of
their own members. For example,
the International Ladies' Garment
Workers' Union (AFL) voted to
inaugurate a system of "political"
shop stewards, whose duties would
be to get the union's members to
register and vote and to "guide"
them in influencing their legisla¬
tive representatives.

Bitterness Generated by Anti-
Communist Fights

As a consequence of the fight
against the communists, the Na¬
tional Labor Relations Board will
be flooded with requests for cer¬
tification elections. These elec¬
tions are almost certain to create

controversy and bitterness. A ma¬

jor reason is that union officials
must sign non-communist affida¬
vits before their unions may ap¬
pear on NLRB ballots. The genu¬
ineness of such affidavits filed re¬

cently by officials of leftist-
oriented unions may be chal¬
lenged by both their labor oppo¬
nents and the government itself.
The latter may act since a false
affidavit subjects the person sub¬
mitting it to the penalties of Sec¬
tion 35(A) of the criminal code

(maximum penalty of $10,000
and/or 10 years imprisonment).
This situation will inflame emo¬

tions.

The courts will be busy too.
First, some of the NLRB decisions
will certainly spill over into the
courts; second, dual unions will be
fighting for the property, records,
and contracts of once unified or¬

ganizations. The electrical unions
have begun already.

More Prominent Fact-Finding
Boards > ;

Fact-finding boards with pow¬
ers of recommendation may :: as¬
sume a more prominent role in
collective bargaining. This applies
to arbitration too. The basic rea¬

son is that they can take the onus

for settlements unpopular with
rank and file from the shoulders
of the labor leaders. Such settle¬
ments may be recognized as prac¬
tical and fair by the labor leaders,
yet it would be unwise politically
for them to originate the terms.
Third parties, like arbitrators, or
fact-finding boards, may originate
them with impunity. :

Injury to Employers

; Employers are going to be in¬
jured as a result of the left-right
struggle within labor's ranks.
First, they may be caught be¬
tween excessive demands by labor
leaders" competing for rank and
file adherence. Second, unsuccess¬
ful leaders may attempt to bring
economic pressure to bear on em¬

ployers (by boycotts, picketing,
etc.) to force the latters' coopera¬
tion with them. Third, unsuccess¬
ful leaders may charge employers
with unfair labor practices, like
favoring the successful union.

This internal labor strife will
stimulate the organization of the
unorganized, just as the CIO break
from the AFL did. Newly estab¬
lished unions will offer an oppor¬
tunity to fresh leadership. Older
leadership will be shocked from
the comfort and lethargy which
accompanies an entrenched posi¬
tion. Organizing activity will be¬
come sharper, particularly in re¬

latively open areas like the South.

Issues in collective bargaining
will continue to change along the
pattern established in 1949, Se¬

curity and hours of work may be
expected to assume greater promi¬
nence. With regard to security, we
may see growing pressure by busi¬
ness on government to broaden
and increase the benefits of the
Social Security Act. The reasons

are clear. First, many industry-
union security plans permit em¬

ployes to be credited with pay¬
ments to similar government plans.
Thus, social security extension
would not involve a greater- fi¬
nancial burden on many employ¬
ers. Second, government plans are
based on the contributory princi¬
ple. Therefore, employers may

save through expansion of the So¬

cial Security Act- Pressure to

shorten hours of work will vary
from industry to industry, depend¬
ing on business conditions. Where

slack conditions prevail, unions
will try for fewer hours, prabably

LABOR CONTRACTS SIGNED WITHOUT WAGE INCRREASES,

citing improvements in produc¬
tivity as justification.
Direct wage increases lost im¬

portance relative to other issues
during 1949. New York State's
Department of Labor maintains
partial records of the, terms of
new collective bargaining agree¬

ments in its area. The table below

shows the striking increase in the
number of contracts signed during

1,949 without wage increases. I do
not expect a reversal of this
situation.

j- To conclude, the essential fea¬
ture which will make 1950 signifi¬
cant in labor history appears to be

tjie "hot" war between commu¬
nists and right-wing unionists. We
have noted other important prob¬
abilities, but this one is certain.
It will make headlines in the New
Year.

i :

Stock Market [Advertising
By ROGER W. JBABSON

Noting change to more aggressive advertising by stock
exchange firms, Mr. Babson says new and revolutionary era
has come in methods of presenting investment opportunities to
public. Says continuous advertising is necessary as well as

"getting at grass roots." '

Roger W. Babson

NEW YORK STATE, 1949 i
No. Without Total No

Month— Increase Signed as '!<i of Tot.

February _ . 15 109 13.7%
March 17 106 16.0
April - 32 104 . 30.7
May .. 51 168 30.3
June _ ■ 67 167 40.1
July ... 49 119 41.1
August 58 133 43.6
September 53 113 46.9

1 "Collective Bargaining Agreements Reached in New York State," for
months concerned, New York State Department of Labor, Division of Research
and Statistics. ...

, A very revolutionary event is
taking place on Wall Street. It
is one reason for the better stock

market which we recently have
enjoyed. I re¬
fer to the new

-advertis i n g

campaigns o f
conservative

banks and

stock ex¬

change firms.
From the

early years of j
the New York j
Stock Ex-j
change up to j
1929, most fi¬
nancial a d-

vertising was

of one of two
classes: /.(a)
Large splash¬

ing ads of new issues; or (b) very
dignified small "cards" of Stock

Exchange member firms. The big
ads were knocked out by the
Securities and Exchange Com¬
mission after the 1929-32 de¬
bacle. The dignified "card" ad¬
vertising has tended to die out
because of lack of returns.

Another thing: Up to recently
90% of the financial advertising
was to get people to bay new
stock issues. Very little attention
was given to continue investors
interest in these issues after they
were once sold. Hence, the mar¬
ket declined anfl investors often
were compelled to take a loss if
they later needed to sell. Almost
no money was spent to interest
investors in the standard issues

which, for many years, have paid
dividends and had a ready mar¬
ket.

New Era Has Come

; Now all this has changed, at
the earnest solicitation of Emil
Schram the able new New York
Stock Exchange President. Many
of these dignified Stock Exchange
Members are putting out attrac¬
tive ads calling attention to the
"Great Opportunities," "Large In¬
comes'," and "Remarkable Secu¬
rity," that "a family with only a
few hundred dollars" can find

among the established stocks al¬
ready listed on the Exchange.
Let me add that most of these

advertisements are written in

simple language which every
reader can. understand. Some
have been prepared by expert ad-
writers and are pulling good re¬
sults. All this is very revolu¬
tionary. It has never happened
before since the Stock Exchange
was started in 1792. This new pol¬

icy has great possibilities.

What Cyrus Curtis Taught
When I was a young man I

worked for the "Saturday Eve¬

ning Post" which then had a small

circulation and very little ad¬

vertising. At that time "national

advertising" was almost unknown.
As Henry Ford was the father of

mass production, so my friend

Cyrus Curtis was the father of

national advertising. Mr. Curtis

had three rules for successful na¬
tional advertising. These were:

(1) The ads must tell what the
product can do for the readers.

(Most of the advertising of that
day merely glorified the concern

doing the advertsing.) (2) The ads
must be of short sentences and
words of one or two syllables.
(This rule developed experts in
advertising. There then were very
few advertising agencies.) (3) The
products advertised must be

worthy, obtainable everywhere
and sell at a stable price.

Continuous Advertising Necessary

As I read these new financial

advertisements, I think they con¬
form to Mr. Curtis' rules (1) and
(2). They surely have a "new
look" and if continually im¬
proved, should bring good results.
"But"—as Mr. Curtis—would say,

"advertising to be successful must
be continuous. Millions can be
lost in advertising as well as made
by getting discouraged and cur¬

tailing just before reaching the
jack pot."

Two Important Warnings

Mr. Curtis' rule (3) meant that
the product must have a "stable
market and, if possible, a fixed
price." Stock Exchange firms
cannot promise a fixed price for
their wares. But they can talk
only of security, income and
marketability, making no ref¬
erence to "profit possibilities." 1
go further and say (and this ii
very important) to make this
advertising campaign a permanent
success, the Stock Exchange
MUST STABILIZE PRICES and
eliminate the big gyration for
which the Exchange has always
been blamed/ This, moreover,
can be done.

The other MUST is that these
firms cannot succeed by adver¬
tising only in the big city news¬

papers. The idle money awaiting
safe investment with good income
can best be found in small cities
and towns. Even magazines can¬
not reach these "grass roots"

prospective investors. Women can

be reached by magazines, but the
men who control the family in¬
vestment policy can best be

reached through small daily and ;
weekly newspapers.

Stock Exchange Cashiers
Elect New Officers

At the annual meeting of the
Cashiers Section of the Associa¬

tion of Stock Exchange Firms the

following officers were elected:

R. M. Trickey, Henry Clews &

Co., President; D. L. Howedel,
James H. Oliphant & Co., Vice-
President; J. J. Duddy, Carlisle &

Jacquelin, Second Vice-President;
T. A. Cowen, Peter P. McDer-
mott & Co., treasurer; G. J. Miller,

Hallgarten & Co., Secretary; and
M. P. Burns, Bear, Stearns & Co.,

Recording Secretary. 'v •. •

NASD District No. 8
Elect Officers
CHICAGO, ILL.—Lee H. Os-

strander, partner William Blair &
Co., Chicago, is the new Chairman
of District No. 8 of the National
Association of Securities Dealers,
Inc., Chicago, succeeding Claxence
A. Bickel of Milwaukee.

Frank L. Reissner, President of
the Indianapolis Bond and Share
Corporation, Indianapolis, and
W. C. Gibson, President Oi W. C.
Gibson & Co., Chicago, were
elected Vice-Chairman of the
Committee.

John F. Brady, of Chicago, was
re-elected Secretary and Counsel,
which position he has held since
1942.

These officers were elected at
the first meeting in Januaiy, 1950.
New Committee members who

assumed office at the same meet¬

ing are: Vern S. Bell, Bell & Far-
rell, Inc., Madison, Wis.; Joseph
E. Dempsey, Dempsey & Co., Chi¬
cago, 111.; Edward C. George,
Harriman Ripley & Co. Inc.,
Chicago, 111.; Harry G. Williams,
Quail & Co., Davenport, Iowa, to
succeed Clarence A. Bickel, Rob¬
ert W. Baird & Co., Milwaukee;
Michael D. Dearth, Merrill Lynch,
Pierce, Fenner & Beane, Des
Moines, Iowa; Paul J. Mullaney,
Mullaney, Wells & Co., Chicago;
P. A. Walters,- Stone & Webster
Securities Corp., Chicago.
Mr. Mullaney served as Vice-

Chairman in 1949.

John E. Arrowsmith Is
With Amer. Securities
John E. Arrowsmith has be¬

come associated with American
S e c u rities

Corp., 25
Broad Street,
New York

City, as Man¬
ager of the
instituti o n a 1

d e p a r tment. ;
Mr. Arrow-

smith former¬

ly served in
a similar ca-

p a c i t y with
Cohu & Co.
and in the

past conduct¬
ed his own in-
ves tment

business in •,

New York City.

* J. E. Arrowsmith

Marcus & Luther in Olean

OLEAN, N. Y. — Benjamin M.
Marcus and James H. Luther are

engaging in an investment busi¬
ness from offices in the Olean
House.

Illusions of Point Four—Henry
Hazlitt—The Foundation for Eco¬
nomic Education, Inc., Irvington-
on-Hudson, New York—Paper—•
50c.

Liberty—A Path to Its Recovery

—F. A. Harper—Foundation for
Economic Education, Irvington-

on-Hudson, New York — Cloth—

$1 50.

34th Annual Review of the

Silver Market (1949)—Handy &

Harman, 82 Fulton Street, New
York 7, N. Y.—Paper.
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Says Temporary Factors Maintain Business
Level

Dr. Jules Backman of New York University warns after turn
of half-year, weak spots in current situation will reappear.

Jules Backman

In an address relating to the
present business situation before
the Pennsylvania and Atlantic
Seaboard Hardware Association

in Philadel¬

phia on Jan.

24, Dr. Jules
Backman, As¬
sociate Pro¬

fessor of Eco-

nomics at

New York
U n i versity,
warned the
favorable de¬

velopments m

the first half
of 1950 were

'temporary in
character, and
a different
business sit¬

uation may
show up in the second half of the
year.
"Several factors which are tem¬

poral y in nature are of primary
importance in the expansion in
business activity now taking
place," Dr. Backman said. "These
include the catching up on orders
and business deferred during the
steel strike, the replenishment of
depleted inventories, and the pay¬
ment of almost $3 billion in GI in¬
surance refunds."
Dr. Backman pointed out that

"These highly favorable develop¬
ments, which will be concentrated
in the first half of 1950, are ob¬
scuring , several important weak
spots which have been developing
in the economy. These weak spots
include the reduction in busines
spending for plant and equipment,
the reduction in the volume of

exports, and the persistent decline
in farm incomes.

"During the second half of 1950,
the stimulating factors temporar¬
ily at work in the first half will
not be present and the less favor¬
able factors will emerge more sig
nificantly. To the extent that
automobile sales decline in the
second half of 1950, these declin¬
ing tendencies will be accelerated.
"For 1950 as a whole, total dis¬

posable income should not vary

significantly from the 1949 totai.
However, the trends will not fol¬
low the 1949 pattern. Total in¬
comes should be somewhat higher
in the first half of the year than
in the second half."

Processor Backman pointed out
that "total sales of hardware stores
in 1949 were approximately 10%
below the level prevailing a year
earlier. Total volume in 1949 was

moderately lower in relationship
to disposable income than has
been true in the past. While pro¬
jections at the uncharted levels of
the "postwar period are fraught
with much danger, it is interest¬
ing to note that hardware sales
were about 3% below the level
which would appear to have been
warranted on the basis of long-
term experience." The speaker
anticipated that "hardware sales
in 1950 would be only moderately
higher than in 1949. i

"As a result of the increasing
competition, profit margins should
be squeezed moderately in 1950.
For the economy as a whole
profits will be lower in 1950 than
in 1949."'

i Dr. Backman called attention to
the fact that "despite the recent
rise in business activity, the gen¬
eral wholesale price level remains
at about its lowest point since the
peak was reached in 1948.. This is
true for both agricultural and
non-agricultural products. I ex¬

pect further moderate declines,
not increases, in the general price
level during 1950.
"While separate data are not

readily available for .inventories
of hardware stores, data are

How to Use "Stop-Loss" in Maiket Transactions

available to show the inventories
of building materials and hard¬
ware stores combined. There has
been a persistent decrease in these
inventories since the peak levels
reached in September, 1948. A
year later, inventories had been
reduced by a little more than 10%.
This overall decrease in inven¬
tories was about in line with the
reduction in hardware sales."

Dr. Backman emphasized that
"there was no justification for: a

continuation of government def¬
icits in years of such high busi¬
ness activity as 1949 a^d the cur¬

rent year. Substantial cuts in

spending by government are an

important prerequisite for bring¬
ing our fiscal house in order. Un¬

fortunately, while there is much
talk about the 'desirability' of
cutting expenditures, there doesn't
seem to be any real will to do the
.job. The compensatory spending
theory which involved deficits in
poor rimes and surpluses in good
times has been abandoned by the
Administration now that the time
for budgetary balance and sur¬

pluses is here. It is always pos¬
sible to find many excuses for a

continuation of government spend¬
ing. The events of recent months
have clearly shown that such ex¬

cuses still abound."

Restoration of OoSci

Standard Is Urgent,
Says W. E. Spahr

Executive Vice - President of
Economists' National Commit¬
tee on Monetary Policy holds
delay > opens way for catas¬

trophe.

"The need to hasten passage of
a law to make our currency re¬
deemable in gold, while there is
yet time and while this can safely
oe don e, is
growing in¬
creasingly
urgent," said
Dr. Walter E.

Spahr, Execu-
t i v e Vice-

President of
the Econo¬
mist s's Na-

tional Com¬

mittee on

Monetary Pol¬
icy, in a state-
m ent issued
on Jan. 17.

"Our pres¬

ent ratio of

13% against
money and deposits is relatively
high as against the average of 8.6
for the years 1915-1932, but it lias
dropped from 24.6 in 1941 to the
present 13.

"Willi deficit financing thrust
upon us again, our government
can, in a relatively short time,
create a situation in which it will
be too late to attempt redemption!
Should that day arrive, the people
of the United States will then be
on the toboggan so often discussed
and feared.

"Every day jof delay in provid¬
ing for redeemability keeps the
way open for that catastrophe and
invites it.

"We have had 17 years of in¬
defensible delay. Now the sands
of time seem to be running out
on us at a rate that should arouse

Congress from its lethargy. The
question is whether there is a

majority in Congress who can un¬

derstand our present great and

mounting danger and will save

this nation by instituting a re¬

deemable currency forthwith."

By LEWIS HANEY*

Professor of Economics, New York University

Dr. Haney explains technique of use of the stop-loss order and
points out its advantages, limitations and dangers.

Lewis Haney

Dr. Walter E. Spahr

A short time before the recent
reaction in the stock market, I
suggested the use of "stop-loss
orders." Such orders are a safety

device, some¬
what as fire

escapes are.

They are de¬
signed either
to prevent
losses or to

minimize
them.
But in read¬

ing the fol¬

lowing analy¬
sis don't for¬

get that they
have certain

clangers.
Say you buy

U. S. Steel
common at 23,

and that the stock then goes
up to 25 and moves irregularly
around 25. You fear that you may
lose the 2 V2 point profit. So you
place a "stop-loss order" with
your broker, telling him to sell if
the stock drops to .24V2. Then
suppose that the stock declines a

little, and your stop-loss order is
touched off. You are out. But
you take a little profit. And if
the stock goes down, you will
have prevented a loss.

Or, if you have reason to be¬
lieve that the stock is a sound
investment for the long pull, and
that growth is a probability, you
may simply place the stop-loss
order at a little above what you
paid, say at 24, and then let it
ride. You are protected against
loss.

Again, the stock you bought
at 23 drops to 21, and you doubt
its future. You may place a stop-
loss order to sell at 20. Then if
it goes down to that figure your
loss is stopped. You lose 3 points,
but no more. You can try again.
One of the dangers of specula¬

tion is letting losses run. It is
an old rule to cut losses and let
gains grow. "Better a short profit
than a long loss." The ordinary
trader hates to take a loss; so
he holds on, and the loss gets
bigger and bigger. This is bad.
The stop-loss order is good as a

preventer of accumulating large
losses.

But note well the dangers and
limitations of the stop-loss order:

(1) There are times when such
orders can not be executed, and
then your fancied protection fails.
When the market for an active
stock is fluctuating widely, your
order may not get put through. Or
in case of an inactive stock with
a very "thin" market there may
be no sale at your stop-loss order
figure. These are circumstances in
which the trader has to follow
his market and closely and act
promptly.

(2) The market may make a

temporary dip and thus touch
off your stop-loss order. Then
it may rise again and go on up.
The unfortunate result is that

you are hurt in two ways: first,
you take an unnecessary loss;
second, you miss a nice- profit.
This is one of the main diffi¬
culties.

Thus the stop-loss order, while
presenting good possibilities re¬

quires skillful use if those possi¬
bilities are to be realized. Two

main procedures may be effective:
You may place the stop-loss

order immediately when you buy,
making it a point or so below your

cost price (depending on the ac¬

tion of the stock). If sold out,
you try again. Finally, you may
get into one that makes a profit
that more than offsets the losses.

Or you may place the order
after you have watched your
stock's action for a while. If the

stock has gone up, you protect
your gain. If it has gone down,
you "stop" your loss.

In any case, study a chart of
the stock's daily prices, and try
to place the "stop" at a critical
point. For example, if I were a

trader with a good profit in Steel,
I would now "stop" it at 26%,
because the chart suggests that if
it should break that level it

would be likely to go still lower.

Will Stock Maiket Advance

Beyond 1946 High?
By CHARLES A. TAGGART

Charles A. Taggart & Co., Philadelphia

Philadelphia securities dealer, after analyzing stock market sit¬
uation, contends bull market will continue, and, because of
good earnings, higher dividends, and high level of production,

stock prices will advance above 1946 highs.

Charles A. Taggart

"Distributed by King Features
Syndicate. Reproduction in whole
or in part strictly prohibited.

I believe we are about to wit¬
ness what may be one of the most
substantial advances in security
prices we have seen for many

years. If this
is to become
a reality a
still further
advance in
stock prices is
necessary and
this, in my

opinion,, is a

distinct possi¬
bility. The go¬

ing may be a

little tougher
than it has
been in the
last six
months. The
resist a nee

i-' ' points are

likely to be more numerous and
exert more pressure.i We may en¬
counter "head winds" where "tail
winds" have prevailed. The U. S.
Congress could well be called the
"head winds." You will recall that
Congress was in recess during
most of the 1949 rise in the stock
market.

As this is being written the
Dow Jones Industrial Average
stands at approximately 202, rep¬
resenting an increase of 16.8%
from the approximately 173 of
early last July. Another 17% rise
would carry the Dow Jones Indus¬
trial Average to 236, and even at
that figure the yields would still
be sufficiently attractive to war¬

rant continued holding. In fact,
if the dividends paid by the 30
stocks in the Dow-Jones Indus¬
trial Average are about the same
in 1950 as in 1949, the average
yield of this group will be 5%
even at a price of 250 for the Dow.

This would appear to be a more

practical market than the one

which prevailed in 1945-46. The
investor is buying much greater
values. Sentiment is not playiiig
any part in this market. Earnings
and dividends are larger than they
were in 1946. It has been said
that industrial earnings for the
full year 1950 may not be as large
as 1949 but opinion is almost
unanimous that dividends will be
as great, or greater, as the per¬
centage of payout will be in¬
creased. The dividend disburse¬
ments, in relation to earnings,
have been at a low figure.
To get back to Congress. Noth¬

ing in the line of actual accom¬

plishment detrimental to our

economy is likely to happen in
this, an election year. A cut in
excise taxes would be bullish. A

general tax revision is not prob¬
able and other things which might
be accomplished are of an infla¬

tionary nature. Such would be

more aid for highways in 1951 and

aid to education. • !

To summarize, I believe the bull
market will continue to a point
well above the 1946 highs because:
(1) Of continuing good earnings

and dividends—better values than
existed in 1946.

(2) The Federal Reserve Index
of Industrial Production stood at
about 175 at the start of the new

year after having been down to
162 in the midsummer slump.
From there it snapped back to 174
in September, only to be depressed
to 166 by the steel and coal strikes
in October. Even now it is ad¬

versely affected by coal produc¬
tion of three days a week.
(3) Department stores had a

Merry Christmas. While the dol¬
lar volume of sales in the lour
weeks ended Dec. 24, 1949, was
about the same as 1948, the per¬
centage of gain in the last week
before Christmas was 14%. Every
Federal Reserve District regis¬
tered substantial gains in that
week, from 10% each recorded by
Philadelphia and Cleveland to
25% for Kansas City and 22% in
the Atlanta District.

(4) Continued vigor in most
lines of activity. Television peo¬
ple talk of building over 3% mil¬
lion sets in 1950—as many as they
turned out from 1945 through
1949. The motor car makers are

building up to an output rate that
will equal the highest levels of
record-breaking 1949. The auto
industry helps to sustain many
other lines.

(5) No disturbing legislation.
(6) Veterans' insurance rebates

and State bonuses.

(7) The stock market has bro¬
ken out of a three years' range
and on the upside.

(8) The action of the rails in
the first week of the new year in
taking the play away from the in¬
dustrials.

(9) The strong position of the
utility operating companies, with
the common stocks of many only
recently acquired or about to be
acquired by investors.

G. A. Saxton & Go.

Installs Direct Wire
G. A. Saxton & Co., Inc., 70

Pine Street, New York City, an¬
nounce the installation of direct

open wires to McAndrew & Co.,
Inc., San Francisco, and Hen¬
dricks & Eastwood, Inc., Phila¬
delphia.

Rejoins Harris, Upham
(Special to The Financial Chronicle)

MILWAUKEE, WIS.—John R.
Mich has rejoined the staff of

Harris, Upham & Co., 710 North
Water Street. Mr. Mich has re¬

cently been with the Marion State
Bank.
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Continued from page 4

Realities of the Dollar Shortage
Problem

European and Latin American na¬

tions are growing weaker. While
dollar aid was pouring out to
them, these countries have lost
the better part of their own gold
and dollar holdings. If they have
owned foreign (American) securi¬
ties and properties, a large slice
has been liquidated, too, as in the
case of British, French and Dutch
portfolios. The case of a $-J(JU-
million railroad in Argentina, the
sale of which financed Britain's
meat imports for a bare 18 months,
is a "classic" sample. The inter¬
national credit of virtually every

single "distressed" country, from
Britain to Argentina, has been
undermined during these same
years, in the course of which their
public debts and money systems
have been further inflated, their
currencies depreciated, their tax
resources badly strained, their
production apparatus partly ne¬

glected and partly over-expanded,
their foreign trade distorted in
the strait-jackets of . bilateral¬
ism and quantitative restrictions,
their price and income structures
totally unbalanced.
The degree of financial deteri¬

oration that expresses itself in the
inability to make ends meet in
dollar terms, varies widely from
country to country; and there are

shining exceptions of nations
which have shown genuine will¬
ingness to balance their budgets
in fact as well as in name, and to
maintain or to restore (for the
time being) the equilibrium of
their international accounts. But

one almost needs magnifying
glasses to find them on Mercator's
projection: Switzerland and Bel¬
gium, Venezuela and Cuba. As to
how long the exceptions will
"last," it may be better not to
ask too many questions.
Nothing illustrates better the

apparent hopelessnjess of the inter¬
national economic situation +han

the results of the 'recent devalua¬

tions, which were (supposed to re¬

duce the balance of payment def¬
icits to the amounts covered by
ECA funds. Buc tne ciencit per¬
sists. What has been accomplished,
e. g\, by cutting the value of the
pound sterling by almost one-

third? The Sterling Area regained
in three months $350 million of
the $600 million of gold and dollar
reserves lost in the previous six
months. But about one-half of
this improvement is due to non¬

recurrent factors—to the reversal

of the speculative forces which
operated agamst nou^d orevi-
ous to the devaluation. The rest
of the gain is aue to import re¬
strictions rather than to the ex¬

pansion of exports. But Britain's
imports cannot be compressed
much further without adversely
affecting her productive power.
Even the very limited initial ad¬
vantage to her exports from a

lower dollar-rate of the pound is
shrinking as Britain's domestic
prices (and costs) are unward
bound. They must rise because of
the additional exports whicn put
additional strain on the domestic
resources already in full employ¬
ment, and because the 30.5% de¬
valuation raises the price of im¬
ports from the dollar area by
43.9%. Cost of living and cost of
production go up accordingly.
If the next Marshall Plan in¬

stalment is to be lower than the
current one by abotd mil¬
lion, or 20%, and the British share
accordingly, then in all likelihood
a new pound sterling crisis will be
on hand before this year is over—
also a new crisis ol tne French

franc, the Dutch guilder, the Ital¬
ian lira—unless genuine foreign
investment by American business

and capitalists gets under way,

and in a big way at that. But

that is exactly the crux of the
whole situation: American capital
is immobilized so far as foreign
investments are concerned. The

international financial crisis can

be summed up in one sentence:
The American investor is not will¬

ing to step in where the American
taxpayer leaves off, not unless
the deficits in the foreign bal¬
ances of payments are reduced to
manageable, temporary propor¬
tions. Who wants to lend money
to a debtor notoriously in need
of ever-fresh funds and showing
no indication of ever getting on
his own feet, to say nothing about
repaying?
This is a vicious circle if there

ever was one: the Dollar Shortage
cannot be overcome until and un¬

less the channels of international

capital-flow on a purely commer¬
cial basis are reopened. But they
cannot be reopened until and un¬

less the gap in the distressed bal¬
ances of payments—which is what
constitutes the Dollar Shortage—
has been overcome. The Marshall
Plan is a failure because it leaves
this problem, the very core of the
whole problem, unsolved. Nay, it
contributes to the general plight
if only by helping to postpone
every rational approach toward a

solution, as we shall see pres¬

ently.
IV

An appreciable fraction, and a

growing one, of our postwar
spending consists of occupation
costs, armament aids and similar
items of a military nature. The
Marshall Plan as a whole is sup¬
posed to be a part and parcel of
our policy of containing Russia
and fortifying our national de¬
fense. "Defense preparation" is
the term you must use in this
connection; never say "war pre¬
paration." In reality, we are pre¬
paring for war, but hypocritically,
we speak of defense as if there
were much of a difference be¬
tween the two. If the Soviets are

out for conquest, it is to forestall
our alleged hostility. All depends
upon one's semantics, on the
definition of "defense." What we
mean is that we shall not be the

aggressors, begging the question
as to what shall be considered as

aggression on the part of the other
fellow.

Leaving semantics aside, the
claim that our spending abroad is
to serve national defense—against
Russia, of course—has a tinge of
a fraudulent color. If that was

the meaning of the Marshall Plan,
why did we offer it to Stalin's

Satellites, who obviously are
openly supporting the Soviets
against us? Did we try to deceive
them by hiding the real purpose
less than two years ago when the
cold war was already well under
way?

Incidentally, why did Moscow
forbid its Satellites to accept
Marshall aid? They are all in bad
need of raw materials and machin¬
ery, and Russia would have prof¬
ited by the accelerated industrial¬
ization of Poland, Hungary, Ro¬
mania, etc. They should have
accepted the aid at least as long as
there were no strings attached to
it. That our aid does not inter¬
fere with any country's internal
policies, not even with its
forced bolshevization, is demon¬
strated now by our generosity
toward Tito. The Russians them¬
selves did not hesitate to accept
UNRRA money and to use it to
their best advantage. Why did
they become so shy in 1948, know¬
ing as they did that a totalitarian
country can take gifts and credits
from abroad without letting the
donor interfere in the least with
the beneficiaries' "private" af¬
fairs? The answer is, I think,

Marxian dogmatism. Two years
ago the Soviets expected us to be
heading straight for that great
crisis which is predicted in their
textbooks. They considered the
Marshall Plan as a form of eco¬

nomic imperialism, using the Neo-
Marxian idiom, according to which
the U. S. was trying to postpone
its own depression by opening up
artificial markets for its surplus
products. Naturally, the Soviets
did not care to help us to escape
the "catastrophe."
Can the Marshall Plan be justi¬

fied by its results in terms of

restraining the expansion of bol-
shevism and insuring peace? If
expansion by force is meant, the
answer must be in the negative.
In less than two years of the
plan's operation, the Communists
have conquered China, and have
strengthened tremendously their
hold over the Central European
countries. True, Moscow has lost
its grip over Belgrade, but that
has nothing to do with the Mar¬
shall Plan. And Tito has not
ceased to be a Communist. It still
remains to be seen who makes
the most out of that conflict, the
advantages of which to us are no

compensation for the disadvan¬
tages arising from Russia's greatly
strengthened position in the rest
of the Satellite world.

As to "containing" the Russians
in Europe and the Middle East, it
had been accomplished simply by
our threat of fighting if they
should "march." That, too, had
nothing to do with the Marshall
Plan. Greece, in particular, was
saved by military support, not by
economic progress — which, inci¬
dentally, did not materialize. The
economy of Greece is almost as

miserable today as it was before
we spent nearly $1 billion there.
And the best proof of our failure
to buy peace in Europe is the fact
that we now start on fresh spend¬
ing to bolster her armaments in
addition to our own.

The politico-military justifica¬
tion of the Marshall Plan is sup¬
posed to be founded on the fact
that the beneficiaries themselves,
the Western Europeans, did not
go bolshevik by their own mo¬

mentum, so to speak. According
to that argument, we keep the
Communist wolf from Europe's
doors by appeasing her restless
populations through our aid. In
reality, there was no danger of
bolshevik uprising at any time
either in the Scandinavian or the
Low Countries, nor in Britain and
Portugal. All the argument boils
down to is the claim that France
and Italy have been saved from
"chaos." But the vast majority
of the French as well as of the
Italians were at all times opposed
to bolshevism; they might have
subdued any revolt of their Com¬
munists even if they had never
received a cent from us. It is most

unlikely that they would have
fallen victim to Stalin's propa¬
ganda, short of an intervention by
Stalin's own troops. It is entirely
misleading to point to the case
of Czechoslovakia: there, Benes
handed over to the Communists
the military and police power
which was then turned on him.
Nothing of the kind was in the

making in France and Italy.
There is no way to prove what

way history might have gone if
it had taken a different course.

This much is certain, however:
even if it were true that some fif¬
teen billion dollars will save

Europe for democracy now, it does
not follow that she is saved for the
future.

History may not repeat itself,
but historical situations do recur.

In Germany, the influx of capital
in the 1920s brought about an un¬

precedented prosperity; Produc¬
tion expanded and the consump¬
tion of the masses grew at a rate
<as in no comparable period before.
The Weimar Republic was more

solidly established in those years

than the French and Italian Re¬

publics are at present. Yet, as

The Outlook in Color Television
By BR; R. W. G. BAKER*

Vice-President, Electronics Dept., General Electric Co.

Dr. Baker declares basic problem is presented by threatened
obsolescence of black and white receivers which are in hands
of consuming public. Pleads for system of standards for color
television similar to successful experience in black and white.

I think that what we need in
color television is a little order,
and a little stability and, if I
may be so bold to say, an engi¬
neering approach to the problem.
I do believe that if the problem is
taken care of in an orderly man¬
ner that it is not anywhere nearly
as difficult as it seems to be. The
difficulty is that we are trying to
force a development, which has
never been successfully done, ex¬
cept during World War II when
money was not of much value.

The basic problem is this: Do
we want to obsolete millions of
black and white receivers which
are now in the hands of the con¬

suming public? If you can answer

that question, then I can tell you
the next step. Let us assume, for
example, that we do not wish to
obsolete those receivers, and I
think, both from the economic
viewpoint and from the interest
of the industry in the public, that
we should do everything possible
to prevent such rapid obsoles¬
cence. If we don't wish to obsolete
the receivers, then the Federal
Communications Commission
should insist on what is known as

a compatible system, that is, a
system of color which permits any
black and white receiver to re¬

ceive color in black and white.

It is the position of the industry
that the reception of a black and
white picture from a color trans¬
mission should be made without
being too expensive to the con¬

sumer. I don't say that that rep-
presents all of the industry's opin¬
ion but it is by far the great
majority. Secondly, it is perfectly
logical that the consumer who has
a black and white receiver, and
is therefore able to receive color
in black and white, if, when and
as he wishes to receive color in
color, he should make additional
expenditures for that additional
service.

Consumer Price

There is a great deal of dis¬
cussion as to how much the con¬

sumer should be asked to pay. I
don't honestly feel that at the mo¬

ment anyone can accurately give
that figure. We are trying to force
the engineers when we ask them
to give us that information. But
with that as a basis, and given
time by the industry to develop
such a system, I think that color
can be put in this country in an

orderly, and safe and sane manner,
without costing the public money
except as they want to receive
color in color, and without de¬
stroying an important industry, an
important new industry in this
country.

Color, I think personally, is not
a war venture, to be sure, but to
gain an objective quickly. If we are
going to do that it means coor¬

dination of effort, finances and fa¬
cilities. How long that will be, I
don't know. I don't think it will
be any ten or twenty years, but
I would say probably two years.
But that doesn't mean that it

; :;:Excerpt of a transcript of Dr.
Baker's remarks at Press Confer¬
ence on Housewares, Appliances,
and Television in Merchants and
Manufacturers Club, Merchandise
Mart, Chicago, Jan. 12, 1950.

soon as the capital flow ceased-
you know what happened.
What matters is not the pros¬

perity that is being enjoyed while
dollars pour in. What will happen
after—that is the relevant issue.
The blessing the Marshall. Plan
bestows today may appear to¬
morrow as a curse in disguise.

would be ready for the public on
a national basis. Don't misinter¬

pret that. That is to say, if the
engineers of the country could
come up with a system in not
more than two years.

System of Standards Needed

When black and white was un¬

der discussion by the governmen¬
tal agencies, we had exactly the
same confused situation we have

today with respect to color; and
how did we get out of that? We
got out of' it because the Com¬
mission asked the industry to
undertake the establishment of

system standards on which the in¬

dustry could be commercialized.
The industry did that. It only took,
as a matter of fact, in that particu¬
lar case about five months, but
then we did have more back¬

ground on black and white, but
the industry did come up with a

system of standards. They were

adopted by the Commission and
you have black and white today,
and you know as well as I do,
how successful it has been. Having
that experience, then I ask you,
why don't we do the same thing
with color?

Eastern Penn. IBA

Group to Hold Forum
PHILADELPHIA, PA.—A com¬

prehensive program of forums to¬
gether with luncheon and dinner

meetings will be held by the East¬
ern Pennsylvania Group of the In¬
vestment Bankers Association at
the Warwick Hotel inPhiladelphia,
Wednesday, March 8, according to
announcement by Walter A.
Schmidt, Schmidt, Poole & Co.,
Chairman. Albert T. Armitage,
Coffin & Burr, Inc., Boston, Presi¬
dent, and Murray Hanson, Gen¬
eral Counsel of the Investment

Bankers Association of America,
will be guests of the Eastern
Group at the meetings.
Noibert W. Marcus will serve

as Chairman and Gordon Crouter,
de Haven & Townsend, Crouter &
Bodine, as Vice-Chairman of the
general committee composed of
William K. Barclay, Jr., Stein
Bros. & Boyce; Loring Dam, East¬
man. Dillon & Co.; Edward Hop-
kinson, Jr., Drexel & Co.; Wallace
M. McCurdy, Thayer, Baker &
Co.; George L. Morris, Hornblower
& Weeks; Samuel K. Phillips, S.
K. Phillips & Co.; Alfred Rauch,
Kidder Peabody & Co.; Inc.;
Robert G. Rowe, Stroud & Co.,

Inc.; C. Newbold Taylor, W. H.
Newbold's Son & Co.; Albert R.

Thayer, Thayer, Baker & Co.; T.
Johnson Ward, Merrill Lynch,

Pierce, Fenner & Beane; and E.
Howard York, Drexel & Co.

Giles Monlanye With
H. M. Byllesby & Go.
H. M. Byllesby and Co., Inc.,
Ill Broadway, New York City,
announce that Giles Montanye
has become associated with them

in the trading department.

With Robert W. Baird Co.
(Special to The Financial Chronicle)

• MILWAUKEE, WIS.—Herbert
C. Walsh is now associated with

Robert W. Baird & Co., 110 East
Wisconsin Avenue, members of
the New York Stock Exchange'.
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Economists View Bigness
In Business

Panel discussion of Trade and Industry Law Institute on

Jan. 11, presided over by Julius Henry Cohen, gives varying
views on current antitrust moves to dissolve, divest and divorce

elements of big business.

Dr. Edward S. Mason

The following talks were de¬
livered at a panel discussion ■ of
"The Economics and Legality of
'Bigness'" sponsored by the Trade
and Industry Law . Institute in
New York City, Jan. 11, 1950.—
EDITOR.

By DEAN EDWARD S. MASON

School of Government, Harvard
University

There have always been at least
two ways of looking at competi¬
tion and of judging the effective¬
ness of competition in a particular
market. Ac¬

cording to the
first, competi¬
tion is thought
of as a type
of market or¬

ganization set¬

ting severe
limits to the

power or con¬

trol exercised

by the indi¬
vidual firm.
This view

stresses the

limits, set prin¬
cipally by the
number of his

competitors,
on the scope of action of a single
seller or buyer. The other way of
thinking about competition is in
terms of the performance of firms.
If rivalry among these firms is ac¬
tive with success accruing to sell¬
ers who give buyers more of what
they want and vice versa, the mar-!
ket is competitive.
In the "limiting" casing oft

"static" economic theory, market
conditions give a determinate re¬
sult (business behavior) such that
in defining the conditions one also
determines the results. Realisti¬
cally, however, "competitive" mar¬
ket conditions cannot be so de¬
fined that one can invariably
expect "competitive" business per¬
formance. Consequently, in judg¬
ing 'the competitiveness of a
market relative to business per¬

formance, sometimes it will be
necessary to choose between com¬

petitive business performance and
competitive market conditions.
The market conditions tests of

competition stress the number of
buyers and sellers, the presence
or absence of collusion, the extent
of concentration, and conditions of
entry for new firms. The business
performance tests of competition
attempt to judge efficiency and
progress in efficiency. By market
conditions. tests the market for
popularly priced automobiles,
dominated by three firms and with
entry difficult, does not look very
competitive. Business performance
tests, however, seem to tell a dif¬
ferent story.
Recent antitrust decisions em¬

phasizing the share of the market
occupied by one or a few firms,
in particular the Alcoa and To¬
bacco decisions, have stressed the
market conditions tests of condi¬
tions. But other decisions, notably
that in the National Lead Case,
have emphasized performance
tests. It seems altogether probable
that both views of what consti¬
tutes effective competition will
continue - to find their place in
antitrust enforcement but with

varying emphasis.
An emphasis on market condi¬

tions is probably-unfavorable to,
and an emphasis on performance
is probably favorable to the large
firm. Although we know very

little in fact about the relation of

size of firm to efficiency, it seems
clear that when progress in effi¬

ciency (innovation) is taken into'

account the case for the large firm
is strengthened.
It can be argued, however, that,

when account is taken of the non-

market aspects of size, this favor¬
able attitude toward the large
firm must be reversed. The grow¬

ing importance of the large firm,
it is said, is concomitant with a
decline in the relative importance
of individual proprietors; we are

rapidly becoming a nation of em¬
ployees. The growth of big busi¬
ness is in part responsible for the
growth of "big labor" and of other
organized interest groups, a devel¬
opment which may have serious
consequences for the functioning
of democratic government. Large
firms concentrate decision-making
to the possible detriment of local
institutions and locaj responsibil¬
ity. "Clerks responsible to a supe¬
rior in a distant place," says Jus¬
tice Douglas in his dissenting
opinion in the Standard Oil of
California case, "take the place of
resident proprietors beholden to
no one." The rise of great firms
may lessen economic opportunity
by increasing the difficulty of es¬
tablishing new enterprises. "Men
will have to compete against men
but not against giants," said Pres¬
ident Roosevelt in his message to
Congress in 1938, proposing the,
T.N.E.C. investigation.

However, one may evaluate
these consequences of "size as

such," the phenomena we are

dealing with here does seem to be
in the main an historically irre¬
versible process. It represents in
the words of J. M. Clark "a strate¬

gic decision" taken by the Ameri¬
can people in deciding to have a
highly industrialized Country.
Would dissolving the 100 largest
manufacturing firms into 1,000 ap¬

preciably change the relative nu¬
merical importance of employers
as against employees, the size or

power of labor or other interest
groups, the relation between local
and metropolitan communities, or
the conditions of ..entry of new
firms? The answers to all these

questions must be "no." On the
whole, it is probably better to re¬
serve dissolution, and other reme¬
dies against bigness, for situations
in which size can be shown to

hamper competition. We can't
hope greatly to increase the scope
of small-scale enterprise in the
industrial sectors of the economy,

but we may hope to keep these
sectors competitive.

By EVERETT M. KASSALOW

Economist, CIO, Washington, D. C.

No single sided approach to big¬
ness in business will suffice.
It is obviously impossible even

to imagine antitrust action of a
sufficient

scope or char¬
acter which
would leave us

anything but a
big enterprise
economy. Par¬
ticular institu¬

tions or prac¬
tices may be
singled out for
action, but an
economy

wherein, as the
Federal Trade

Commission
has recently
pointed out, Everett M. Kassalow
some 113 corporations own 46% of
all manufacturing facilities, big¬
ness as such would appear to be
ah immovable element in the

economy.

This does not ifnoly that vigor¬
ous action by both the Federal
Trade Commission and the- De¬

partment of Justice is not valuable
and important. Rooting out speci¬
fic practices, such as uniform bas¬
ing points, and generally attacking
at least the most glaring examples
of monopoly and near-monopoly
control are of great importance.
Perhaps most importantly, they
help create a kind of anti-monop¬
oly framework which no doubt
may have a salutary influence
upon business practices and out¬
look.

For this reason many of us have
called for additional funds to bet¬
ter staff and support the opera¬
tions of these agencies.
More funds are needed, for ex¬

ample, by the FTC to get at much
of the data we still lack on con¬

centration. How many of . those,
for example, who have criticized
some of the FTC's findings in this
field, have interested themselves
in getting more funds for this re¬
search.

Much is mad.e of the problem of
size and efficiency, and yet funds
are not available for studies in this

field. Without such data, how can
we possibly begin to fashion the
best possible anti-monopoly and
anti-concentration policies in the
public interest?

Machinery to meet the legiti¬
mate long-term credit needs of
small and medium size business is
another device which merits sup¬

port in the struggle to keep the
economy as competitive and dy¬
namic as possible. Indeed, it may
be worth while to explore the pos¬

sibility of stimulating research and
development of new products to
aid both established and new en¬

terprises. While the RFC invest¬
ment in prefab housing may, for
example, never pay off in the tra¬
ditional economic sense, if it helps
advance us in this whole field of
an industrial approach to housing,
its long-term economic value may
be enormous.

But even if all this is done, the
important question of public pol¬
icy vis-a-vis the giant aggregates
of economic power and wealth
which dominate so much of Amer¬
ican life still remains.

By their very size and power
corporations such as General Mo¬
tors, U. S. Steel, General Electric,
and others, are in a position vir¬
tually to shape the ultimate levels
of national income and employ¬
ment for given periods. What U. S.
Steel does about prices will influ¬
ence almost the entire economy.

What General Motors decides
about its 1950 production budget
will have national repercussions
on total employment and output.
Yet we are in the curious posi¬

tion where these decisions which
are virtually public in character
are made in purely private chan¬
nels, by small groups of private
individuals.

Take the anomaly presented in
the steel industry. The United
Steelworkers of America, CIO, not
quite a year ago decided upon a

policy of bargaining for certain
economic gains in 1949.,: Before
such gains could be won, much
public discussion ensued. Some 77
days of hearings, press- comment,
Congressional comment, and what
have you, took place before any
action occurred. -

Yet, a handful of executives in
the United States Steel Corpora¬
tion sit down in their '.private
cloisters to consider steel prices, a
hand finally slams down on the
table, the conference is over, and a
decision to raise prices which can¬
not fail to rock the economy one

way or another is made,

Now, I seriously doubt that even
the most bloodthirsty executive
would suggest that the decision of
the Steelworkers to go after an
economic gain in 1949 was as sig¬
nificant as the action of the U. S.
Steel in raising prices. Yet, in the
labor case it is virtually pre¬
scribed by law that nublic fact¬
finding must ensue before such
important issues can be resolved.
In sharp contrast, in. the area of
U. S..Steel's decision, no consid¬

eration of public interest can in¬
trude.

This, I ,feel, is the kind of criti¬
cal situation seeking some answer,
in our economic lives. Perhaps a

system of public fact-finding, to
take place before major price de¬
cisions can be completed, should
be applied to important industries
where concentration is pro¬
nounced.

Our approach to this problem of
bigness, then, must vary depend¬
ing on the industry and the par¬
ticular problem involved. But, in
many areas pressures are building
up for new concepts and new
methods. We must find them, if
the kind of mixed system we have
built in the United States is to
survive.

Finally, let me conclude by stat¬
ing that our first and foremost
need in the attack on monopoly
and monopoly practices is a posi¬
tive approach to the question of
full employment. Restrictive walls
and practices will inevitably
spread and grow, unless all eco¬
nomic groups are confident, that
the future promises abundance.
The pressure to manufacture scarc¬

ity devices will vary directly in
proportion to the general level of
economic insecurity in our society.

By A. I). II. KAPLAN

The Brookings Institution,

Washington, D. C.

My opening remarks will be ad¬
dressed to one .broad question
among the many that are pertinent
to the consideration of bigness in
industry. The question: What basis
have we for proclaiming a ceiling
on the size of a company beyond
which, we may say, further expan¬
sion will yield diminishing returns
—either (a) from the standpoint
of the company's internal effi¬
ciency as a productive organiza¬
tion, and (b) from1 the standpoint
of maintaining virile competition
in the markets in which the com¬

pany operates?

[These comments reflect im¬
pressions, not yet crystallized,
from a study currently being
conducted by the Brookings
Institution, with the co-oper-
ation of the managements of

J 30 top-sized industrial cor¬

porations.]

Any attempt to set a general
ceiling on size of firm is compli¬
cated by the circumstance that
among the giants of American
industry there is a large element
of uniqueness in their individual
operational patterns. Let us brief¬
ly spell this out.
For size, corporations are usu¬

ally ranked according to the
amount of their capital assets. On
this basis, a metal mining corpo¬
ration with $600 millions of capital
assets is placed among the first 25
of our industrial giants. Though
it is on top in its industry, its
annual sales are less than $350

millions, nearly all accounted for
by 80 customers; the company's
chief executive has been in on

most of the contracts. At the same

time a distributor with only $350
millions, of. total assets, sells
billions of merchandise to millions
of customers through more than
5,000 outlets, and is also engaged
in the successive processes of the
food industry from raw material
to retail consumer.
In number of employees, we

find that the payrolls of any one
of several corporations approach¬
ing the half-billion-dollar class is
nearly matched by that of a $125
million manufacturing concern in
building materials, which is en¬

gaged in rrvOre than a thousand
commodity lines. One of the larg¬
est and most successful of the in¬
dustrial giants, with far more
stockholders than employees,

j deems it unnecessary to take any
positive stand oh wages; it falls
blithely into line with whatever
terms related industries work out
with the. nation-wide labor union.
Its chief, but smaller, comoetitor,
on the other handy is notable for

!
its initiative and top level organ¬

ization in the field of labor nego¬
tiations.

Organizationwise, it is recog¬
nized that a giant corporation
poses complex problems of man¬

agement of which a number have
yet to be solved. But we do .not

find, between the firms in the
$100 million class and those in the
billion-dollar class, any consistent
correlation of size versus effi¬

ciency of organization. Not all of'
the billion dollar giants manage
their size gracefully; they are1
often out-maneuvered and out-

gaiiled by smaller, more alert
challengers. But at the same time
one finds companies in the billion-
dollar class whose smooth opera¬
tion is achieved with minimum
strain upon their top-policy exec¬
utives. There is some evidence to

support the thesis that the large
corporation tends to have an or¬

ganizational crisis at about the
$200 million size, when it has to
make a major decision whether to
continue operating directly from
a central office or to yield opera¬
tional autonomy to its divisions of
production, till only general ques¬
tions of finance, or expanding
promotional opportunities for per¬
sonnel, and other policy matters
concerned with the direction of'
the overall growth of the com-;

posite unit, are left to the execu¬
tive center. Once the balance be¬
tween centralization and decen-i
tralization has been worked out,
the organization may function
more easily and more effectively
as a super-giant than it did as a

little giant; at least a comparison
of the record in both periods
makes it so appear.

The early history of industrial
integration can be interpreted us
an effort to overcome the imbal¬
ance between productive capacity
and market capacity that accom¬

panied the upsurge of mass pro¬
duction methods after the Civil
War and generated a succession
of crises, climaxed by the panic
of 1893. One necy not stop here
to deal with the specific cases of
overdoing in the direction of
"bringing order out of chaos"
which deservedly ran afoul of the
antitrust acts. Aggressiveness of
competition today, however, is not
primarily a function of size of firm
or number of firms; a more tenable
interpretation of the competition
is based upon the character of the
commodity and the kind of mar¬
kets to which it must cater. The

Big Four in rubber cannot make
quotations stick for the tire indus¬
try. Among the 30 large corpora¬
tions in our study, only one lacks
the distinction of having been a
defendant in antitrust litigation.
It happens to be, among those we
have contacted, the very concern
which has most frankly assumed
responsibility for stabilizing prices
in its industry—and apparently
with the approval of competitors,
suppliers, and downstream outlets
which have been concerned with
the wide historical fluctuations of
the commodity in the past. On the
other hand, the most publicized
price competitor in big business
today is currently having to de¬
fend its aggressive low-price and
low-profit-margin policies in an
antitrust suit alleging injuries to
competitors that cannot keep up.
Few would suggest that in the

automobile industry, where the
quarter-billion dollar firm is one

of the little fellows, there is less
competition than in the construc¬
tion industry where there are no

quarter-billion dollar firms, and
where the number of firms in

competition is considerably greater
than in the manufacture of auto¬
mobiles. (Indeed, it is the trade
associations of small business
units that have been most success¬
ful in winning legislative sanc¬
tions for the freezing of prices and
markets.)
It can be observed that in the

industries associated with big
business rapid price changes are
not the chief weapon of competi¬
tion. More decisive are the shifts
in the character of the commodity

Continued on page 26
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Economists View Bigness
In Business

and the crossing of boundaries be¬
tween industries; that competition
is as real as price higgling.
Cases are discernible for specific

commodities where, over a num¬
ber of years no serious challengers
of the dominant concern have

emerged. The chief barrier, short
of actionable restraints, has been
the large amount of capital re¬

quired to take hold, without cor¬

responding promise of an expand¬
ing market. But, by and large,
the record shows that even domi¬
nant firms and close oligopolies
can rarely count on a "secure"
market, if we take into account
the full range of competition, in¬
cluding the competition that rs

continually invading the given
market with substitute products,
new specifications for old prod¬
ucts, and processes that render
those in existence obsolete.

We need to reconsider the na¬

ture of the firm when it belongs
to Big Business.
The process of integration for

the large corporation is rational¬
ized in the first instance as a

means of insuring the supplies and
market outlets necessary to util¬
ize plant capacity for mass pro¬
duction. But size limits of the
industrial giant are not set by con¬
siderations of plant efficiency
alone. The larger the corporation,
the more likely it is to become an

investment trust for utilizing the
pool of financial resources, equip¬
ment and know-how that accumu¬
lated in the industrial giant. Its
research and engineering may
carry it into any lines that can

profitably employ these resources
and enlarge the opportunities for
management personnel and stock¬
holders.

At the level of the corner drug
store proprietor, the competitive
search for high margin items may
draw in toys or stationery or
fountain goods to supplement the
standard brands with their fixed
resale prices and margins. But at
the level of the giant corporation,
that search is a struggle between
these pools of investment and
technical know-how which are

continually developing infiltra¬
tions by one industry into the do¬
main of another. The extent to
which this process has changed the
product mix of established indus¬
tries and enlarged the areas of
competition is hardly appreciated
by the man on the street. He is
surprised to learn that a company
like Eastman Kodak has nearly
24% of its total sales in acetate
cellulose used chiefly for yarn
and other textile fibres, while its
camera business nrobablv con¬

sists of less than 4% of its total
output. The largest flour milling
company is today a leader in the
field of package engineering, and
produces primary equipment for
that purpose for use m other in¬
dustries. What dees black or

smokeless powder mean today in
the duPont product mix. alongside
cellophane, nylon, lacemer finishes
and many products unknown a

generation ago?
We probably all share a nostal¬

gia for the continuance and en¬

largement of a vigorous area of
small-scale enterprise: we view
with satisfaction any example of
a small firm coming along and
outstripping big business with an

innovation or a better record of
profit. There is no blinking of the
fact, however, that a substantial
segment, perhaps the maior por¬
tion, of the new en+Tprises that
have become established in small
business in our time have grown
out of the supplying distribut¬
ing opportunities, cr°a4ed through
the rationing of capital and prod¬
uct development by l^rge-scale
enterprise. At the same time the
umbrella provided by the big full-

line producers has enabled the
smaller enterprise to find the spe¬

cialty niche in which it can thrive
only because the rest of the line
is otherwise cared for; rubber
goods, deterrents, meatpacking,
are a few of numerous examples
that could be cited.

This is not intended to suggest
that big business is in all impor¬
tant respects on the plus side of
economic welfare. This statement
deals expressly with questions of
structure—whether we have yet
seen the limits to size that we can

safely set as an arbitrary ceiling.
Our perspective has shifted in
key areas of our social structure.
Where a $25 billion national debt
and a $5 billion annual fiscal
budget were regarded as limits a

generation ago, we don't think of
a quarter-trillion debt or $50 bil¬
lion budget as final today. Cop¬
ing with an annual increment
of three-quarter million new en¬

trants into the labor force each
year is likely to call for fur¬
ther expansion of big business,
since capital for private invest¬
ment flows mainly through busi¬
ness units that command nation¬
wide markets and employ large
blocks of labor. We have come to

depend upon these to absorb con¬

tinual increases in wages, the in¬
creased social security and the
progressively larger fraction of
our total national income for gov¬
ernment expenditure. A private
enterprise that must stop growing
is anomaly. No corps of managers
or stockholders can accept stag¬
nation as a basis for continuing a
going concern.

Undoubtedly, there are large
enterprises today which could be
divided into two or more of their
components or could slough off
some of their components without
fatal injury to the whole enter¬
prise. It is conceivable that such
division might even be made pal¬
atable through concessions from
present tax laws with respect to
capital gains, or by giving legal
sanction to the kind of sharing in
combined know-how and financial
resources which goes on within
the large enterprise of today, but
constitutes collusion between
firms. Such situations, it would
seem, can best work themselves
out on the basis of the character
of the particular firm, the char¬
acter of its product mix and the
nature of the markets in which it
operates. But it is difficult to
find a tenable basis for the as¬

sumption that the solution of the

problem of monopoly or market
abuses lies in fixed arbitrary ceil¬
ings on the size of enterprise.

By EDWIN G. NOURSE

Formerly Chairman, Council of
Economic Advisers

Mr. Keezer properly observes
that the "bigness" issue "involves
virtually the entire sweep of eco¬
nomic, social and political life."
In spite of his
avowed in¬

tention mere¬

ly to "pick
and choose"

among these
embarrassing¬
ly plentiful is¬
sues, he has
picked so

widely and
chosen so

freely that
even the is-
sueshehas

arrayed are

confusing in
their number
and scope.

Though complex in detail, these
issues resolve themselves into a

basic dilemma in the precise sense

Edwin G. Nourse

of that word — two alternatives
neither of which is altogether
satisfactory but between which
choice must be made "on balance."
In the interest of focusing our dis¬
cussion, therefore, I shall at once
state which horn of the dilemma
I choose and shall deliberately
impale myself upon it.
This commitment on my part is

not something novel, which I have
excogitated for the purposes of
this discussion. Nor has it grown
recently out of my consideration
of the problems of desirable eco¬

nomic organization as envisaged
in the Employment Act and ex¬

plored by the staff and members
of the Council of Economic Ad¬
visers. What I shall say today is
merely a restatement, possibly
with some slight refinements, of
what I have said repeatedly in
writings which date back some

years.

Reduced to bare bones, my ma¬
jor proposition is this: bigness as
such is not bad. Emerging in the
normal process of technological
and organizational development,
big business units are essential to
larger achievements and greater
efficiency. Obviously, great size is
subject to intentional abuse or to
unintentional distortion — much
as elephantiasis or malignant
growths occur in the human body.
But these abnormalities should be
dealt with by specific conffcols or
excisions rather than by arbitrary
restriction of the growth process
itself.

I do not see how any formal
rule for limiting size of corporate
units, whether by value of assets,
number of employees, percentage
of business, or otherwise can show
a sound economic basis or be

practicable in application or help¬
ful in effect. Such rules as have
been proposed would, if applied in
the past, have deprived us of some
of our most distinctive economic
achievements. Nor do I believe the
courts would prove good custom
tailors fitting individual sizes to
each situation as it came along.
Their handiwork thus far has
shown little sartorial elegance.
This is not to deny or close

one's eyes to the fact that there
have been serious industrial
abuses of the restraint-of-trade

variety perpetrated by big con¬
cerns. Their deleterious effects

have, of course, been related to
the. strength or spread that the of¬
fending company derived from its
large size. But there have also
been abuses practiced by small
companies which, by the additive
process, have been quite as unde¬
sirable in their consequences. Be¬
cause of the small size of the
firms involved, these bad prac¬
tices have not acquired any dra¬
matic quality like those of the
"big boys," nor have they acti¬
vated remedial measures. This
kind of economic badness tends
to be condoned because it is done

by the little fellow and there may
even be political advantage in
getting government to extend its
protecting arm around his shoul¬
ders.

Briefly, I think that we should
virtually abandon the attack on
bigness as such and concentrate
on structure in its functional sig¬
nificance and on the practices of
those executive agents who con¬
trol or influence the actual per¬
formance of companies—big and
little—in the several market areas
(goods markets, service markets,
labor markets, property markets)
where administered prices prevail.
In this area of business practice,

I do not think we can lay down
a rule or define a basic approach
satisfactorily by simply adopting
the criterion of "pure competi-
lion." It seems to me fatuous to
talk of the objective of adminis¬
tered prices as being to produce
the same results as those that
would be attained under pure
competition. This statement is
based on two reasons. First, in
the situations in which the prob¬
lems of giant industrialism have to
be considered, we have no past

experience of operations under
conditions of "pure" (atomistic)
competition. Nor can such mod¬
els be contsructed even on a theo¬
retical basis, since this economic
process could not be conducted by
individuals or tiny firms. Sec¬
ond, the idea that pure competi¬
tion would produce economically
ideal conditions for the operation
of an industry or an economy is
negatived by even a sketchy re¬
view of the erratic swings of eco¬
nomic behavior in the absence of

professionally specialized policy
making. The excesses of com¬

petitive rivalry and the "wastes
of competition" were drags on
economic progress for which
large-scale and functionally spe¬
cialized units of organization were

sought as a remedy.
It is often argued that the pos¬

session of power inevitably leads
to its abuse and to restrictive
practices. I do not find this borne
out by the record. A dozen years
ago, I said:
"To point to the mere size of

modern corporations, functioning
as they do today, as an evidence
'that the era of competitive cap¬
italism has been brought to a
close' is a conclusion not sup¬
ported by the evidence. In so far
as large-scale organization puts
the natural pacemaker in a posi¬
tion of command over a large seg¬
ment of the economy, it means a

struggle to advance the lines of
economic effort truly heroic in
propor tions. The competition
among pigmies, which some are

eager to try to restore, is puny by
comparison. Competition is quite
as keen and much more produc¬
tive of results when we find in¬
dustrial giants marshalling their
mighty resources to perfect new

techniques and new schemes of
organization through whose use
more and better goods may be put
within the reach of the masses."!

In line with this philosophy, the
useful role of the courts is not to

destroy power which has poten¬
tialities for either good or harm.
Their role should be to restrain its
use in such ivays as to produce
economically harmful results. This
is a role for which they, acting
alone, are seriously inadequate.
The law can define a few prac¬
tices which it specifically puts
outside the pale of allowable
behavior, including some which it
now specifically authorizes, such
as resale price maintenance. It
can likewise define certain cor¬

porate structures or methods of

building them which it will pro¬
scribe. These are rules which ad¬
ministrative and judicial agencies
are reasonably well fitted to in¬
terpret and apply. But it is the
positive rather than the negative
aspect of market practice which
constitutes the economically most
significant part of the problem
and, for handling these, neither
the legislative nor the judicial
machinery is adequate. In fact,
their efforts are quite likely to
prove mischievous.
What is called for here is a very

subtle process of determining the
economic consequences of a given
practice. For this, the most re¬
fined skill of the economic an¬

alyst is required, and even the
best of doctors in this field are

bound to disagree in many par¬
ticular instances. Admitting that
we desire to extirpate or prevent
practices that have the actual ef¬
fect of restraining trade or, bet¬
ter stated, impairing the produc¬
tive process, we need also to get
a clearer insight into practices
which would, under present con¬

ditions, promote trade or facilitate
a high productive use of ecnomic
resources. From the economic

standpoint, it seems to me that we
have to accept business methods
which, on expert and reasonable
examination, can be shown to
promote trade or facilitate maxi¬
mum production. We might even
accept combinations of firms large

1 E. G. Nourse and H. B. Drury, Indus¬
trial Price Policies and Economic Prog¬
ress, pp. 269-70.

John C. Hecht

or small in promotion of trade or
production. I lay considerable
stress on this point of permitting
"combinations in promotion of
trade" because permitting such
combination among small units
tends to lessen the urge to create
large units. Moreover, with com¬
binations among units of lesser
size rather than growth of indi¬
vidual units of greatest size, there
is less permanence to the aggrega¬
tions or less difficulty of un¬

scrambling arrangements which
might in practice be found to have
deleterious consequences. This
would make for greater flexibility
in the evolution of our economic

system. *
In conclusion, I stick to my

schoolmasterish role of trying to
educate an executive elite to the

understanding and practice of
good economic strategy and tac¬
tics for the industry and the firm
rather than assuming the mechan¬
istic role of devising an institu¬
tional situation in which inoffen¬
sive conduct would be made au¬

tomatic because everybody would
be held to the level of mediocrity.

John Hecht Partner
In Dempsey-Tegeler
LOS ANGELES, CALIF.—John

C. Hecht, who
%%'MMhas been asso¬

ciated with
D e m p s e y-

Tegeler & Co.,
members of

the New York

Stock Ex¬

change for
several years
as Resident

Manager of
the Los An¬

geles office,
210 West Sev-
enth Street,
has been ad¬
mitted to the
firm as a gen¬

eral partner, effective as of Jan.
1, 1950.

San Francisco Analysts
Elect Ten Members
SAN FRANCISCO, CALIF. —

Richard W. Lambourne, President
of the Security Analysts of San
Francisco, announced today (Jan.
18) the election of the following
10 new members to the organiza¬
tion:

Peter Avenali, Dodge & Cox;
Ralph A. Bing, Sutro & Co.; Jo¬
seph Edelstein, North American
Investment Corp.; Walter Frueh-
ling, Mitchum, Tully & Co.; Ray¬
mond Hornby, Jr., Bergues & Co.;
Paul B. Kelly, Vice-President and
director, Anglo California Na¬
tional Bank; Emett W. Luttrell,
Wells Fargo Bank & Union Trust
Co.; Harry Myerson, Kaiser & Co.;
Howard Tharsing, Dean Witter &
Co., and Willsie Wood, Assistant
Vice-President, Bank of America,
N. T. & S. A.

Union Securities Corp.
Elects Three V.-Ps.
Union Securities Corp., 65

Broadway, New York City, an¬
nounced that J. Bert Ross, Jr.,
Blaine W. Scott, Jr. and Van
Vleck H. Vosburgh have been
elected Vice-Presidents of the
corporation. Mr. Ross is Manager
of the Buffalo office of Union Se¬
curities Corp. and has been asso¬
ciated with the corporation or its
predecessor since 1932. Mr. Scott

is Manager of the Philadelphia

office, having been with the cor¬

poration since 1945, while Mr.

Vosburgh, Manager of the Hart¬
ford office has been associated

with Union Securities or its pred¬
ecessor since 1935.
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Laboi's Approach to the
Retirement Problem

By HARRY BECKER*

United Auto, Aircraft and Agricultural Implement Workers of
American (CIO)

* •

CIO spokesman points out need for greater old age security for
workers than afforded by present Federal social security sys¬
tem. Says labor unions will devote policies and proposals in
collective bargaining to obtain improved standards of workers'
security. Lays down program under which there will be: (1)
Joint Union-Management responsibility of retirement and health
security programs; (2) fixed employer commitment for speci¬
fied allocation of money, stated in cents per hour per worker;
and (3) entire employer financing of pensions. Says private
pension plans should be integrated with Federal social

security benefits.

The problem of retirement, as
a concern of organized labor, does
not differ in its essential elements,
from the problem of retirement as
a concern of other groups in our

society. Any difference that may
exist is not with respect to the
nature of the problem, but, rather
with respect to how and to what
extent action shall be taken to

meet it. Even these differences in

approach are more a matter of
historical significance than of
present day concern.

The retirement problem can be
quite siitnply stated. We have an ag¬
ing population with the proportion
of old ] to young increasing; the
expectations of living longer are

increasing; and the cost of living
longer is sharply upward in trend.
The problem is a greater one to¬
day than it was ten years ago.
And it will be still greater in
19li0 than in 1950.

The economic impact of the
problems is accentuated by the
lack of an organized and univer¬
sal program assuring financial
security to the worker when he is
no longer able to work whether
the reason be primarily age or in¬
capacity. The individual worker
is dependent upon his job to pro¬
vide the wherewithal for exist¬

ence of both himself and his fam¬

ily. When he can no longer work,
because of age or disability, his
income stops—and when his re¬

sources are exhausted he must fall
back upon public relief. Public
relief is not security.
The worker cannot be expected

to save enough from his current
earnings for the time when he
will be unable to work for rea¬

sons of age or incapacity. Even
if the worker could be certain that

he would be able to work until

he reaches the age of 65 he
would have to save approximate-
mately $16,000 to purchase an an¬

nuity assuring himself of an in¬
come of $100 a month until death.
Even this income, when added to
his OAS! benefit, would not more
than provide a bare minimum of
the necessities of life. But the
fact is that a worker cannot save

$16,000 during the period of his
working life. 1 He has difficulty
in currently providing himself
and family with the essentials
necessary for a decent standard of
living without provision in the
family budget for retirement sav¬

ings. And, any savings that he
may accumulate are quickly
erased in a single illness, a long
layoff, or by any one of many
other common hazards.

A burden of debt is more gen¬

erally the pattern of the working
man than savings for any pur¬

pose—whether it be for education
of children, purchase of a home,
or the proverbial "rainy day."

Aging Population

Added to the converging trends

accenting the problems of the ag¬

ing population is the increasing

*An address by Mr. Becker be¬
fore joint session of American
Economic Association and Indus¬

trial Relations Research Associa¬
tion, New York City Dec. 29, 1949.

industrialization of our society.
Today we no longer have farms
to which our older people can turn
and children are not generally
situated so that parents can be
taken into their households. Pri¬
vate and public charity has not
and cannot compensate for the
gaps which modern life has cre¬
ated in the traditional defenses

against insecurity in old age.
When the Social Security Act

was passed in 1935 there were
hopes that public social insurance
legislation was the solution to the
problem. These hopes have not
been realized. Those who framed
and supported the Federal Social
Security program had conceived
of this legislation as the founda¬
tion for an integrated approach to
provide ecnomic security for those
who had served industry and so¬

ciety. Instead, Old Age Assist¬
ance, the Jmeans test" public aid
program, which was conceived as
a stop-gap and auxiliary program,
is still, today, the basic approach
to the problem; and the county
and state poor relief is the only
universal provision for incapacity.
Labor rejects these and any other
program based on the "means
test" idea. The social stigma and
the connotation of "charity,"
whether it be private or public,
is objectionable and cannot be
reasonably called security—either
emotional or physical security.
Labor believes a well-in-

tegrated, comprehensive, and
meaningful public social insurance
program is the only truly satisfac¬
tory answer to the problems of
workers who no longer receive
pay checks because they are too
old or too sick to work. The
United States does not have such
a program today. The aim, if we
are interested in old age security
—and we all are — is a govern¬

mental program which assures an
adequate floor of protection for all
workers. This floor of protection
must represent for the majority of
industrial and farm workers a

modest standard of living that is
consistent with our present day
concepts of decency and adequacy.
Federal government budget stu¬
dies, adjusted for price changes to
March, 1949, show that a modest
standard for an aged couple living
in Detroit would require $143 a
month. Considering that the aver¬

age Federal social security bene¬
fit for an aged couple is somewhat
less than $43 a month the defi¬
ciency is approximately $100 a

month, even on the basis of this
very limited budget.
Labor is not content with exist¬

ing standards of security for the
older worker. Nor are we content
with the total absence of protec¬
tion for the worker who has not
reached 65 years of age and who is
unable to work for reasons of in¬

capacity.

What, then, is the alternative
for millions of workers who re¬

ject poor relief standards and
and methods?

Unions Will Stress Social Security
It is to be expected that organ¬

ized workers would turn to their
union for action leading to an im¬
proved standard of workers'

security. The Union was born out
of the need of working people
for a mechanism to attain those

things which group action can
achieve and which individual ac¬
tion cannot achieve. The Union
is an economic and political or¬

ganization reflecting workers' as¬

pirations for higher standards of
living and security.
Out of this setting labor's two-

way drive for social security has
emerged; a drive on the legisla¬
tive front and a drive on the col¬
lective bargaining front. Labor's
position is that to the extent that
adequate security for workers is
not provided through governmen¬
tal programs the problem of
workers' security will be taken to
the collective bargaining table.
Economic security for the worker
when he is no longer able to work
is as fundamental a concern of the
Union as wages and working con¬
ditions.

In its two-way drive labor has
not relinquished its position that
the basic approach to the retire¬
ment problem must be through
adequate Federal legislation and
proper administration of public
programs. Security for union
members only, or for members of
those Unions with sufficient eco¬

nomic strength to win their col¬
lective bargaining demands is not
an adequate solution because the
problem of insecurity is common
to all segments of our society. It
is only through inclusive Federal
legislation and good public ad-
rninstration that all 'workers in
America can be assured of an

equitable retirement income based
upon employment whether it be
in industry or in other economic
pursuits. The basic retirement
income program must provide
protection for all workers in the
economy. Protection must be
more stable, continuous and
broader in scope than can be
achieved in private and isolated
pension plans.
At the same that Unions adopt

what is sound social and public
policy, it must not be forgotten
that good policy and high prin¬
ciples are not now putting money
in the hands of retired workers
for the purchase of housing, food,
clothing and medical care. Nor do
good intentions alone keep the
retired worker from falling back
on his local relief agency for his
primary source of income a few
months after his retirement. Dur¬

ing the past ten to fifteen years
we have witnessed the gradual
loss of the effectiveness of our old

age insurance program. Con¬
gress has repeatedly failed to
to amend the basic Federal Se¬

curity Act to take into account
changes in the cost of living and
the changing makeup of the popu¬
lation.

The real value of the benefits

has continually shrunk. In our in¬
dustrial cities, where the cost of
living is higher, the initially in¬
adequate standard of benefits has
become increasingly more inade¬
quate. Coverage has been re¬
stricted. The purposes for which
the legislation was enacted in 1935
have been in large measure ne¬

gated for the millions of aged
persons who are without any
means of support when their pay
checks stop.
Opposition to improvements in

the Federal Social Security pro¬

gram has come largely from the
very groups with which Unions
bargain about wages and working
conditions. The failure to secure

Congressional action has left no
alternative for organized labor
than to make the problem of
workers' security a major collec¬
tive bargaining issue. The legal
basis for such action has been rec¬

ognized by Federal Court deci¬
sions. Management is confronted,
as never before, with the concrete
problems that retirement, dis¬
ability, and health security are is¬
sues that must be met. So im¬

portant are these issues that
Unions have backed up their de¬

mands with all of the economic

force that free labor in a democ¬

racy possesses.
In the past year labor has

achieved a marked degree of suc¬
cess in the two-way drive for
workers' security. Supplementary
retirement income plans are rec¬

ognized today as a legitimate re¬

sponsibility of industry. The
principle of supplementary bene¬
fits through collective bargaining
has been established. And, like¬
wise, it has been demonstrated
that employer support for im¬
provements in the public program
is a direct result of the collective

bargaining pressure for workers'
security programs.
A reflection of employer in¬

terest in public programs is evi¬
dent in the following remarks
made by C. E. Wilson, President,
Gendral Motors Corp., on Nov. 9,
1949, in a public speech:
"If the present social security

pensions were approximately ade¬
quate when the law was passed,
they are certainly inadequate
now."
"We are going to have pension

plans in business and industry to
supplement and improve Federal
plans."
"So there is a real reason for

pensions in industry. Now, the
problem is: How do we provide
pensions soundly. . . . Adequate
Federal pensions on a sound basis
would seem to be the real answer

to the problem."
Ernest R. Breech, Executive

Vice-President, Ford Motor Co.,
in a speech delivered on the eve
of settlement of the collective

bargaining demands of UAW-CIO
for supplementary pensions, stated
in a prepared speech delivered in
Youngstown, Ohio, on Sept. 27,
1949:

"The best way of providing for
workers after their period of use¬
ful service is through the Federal
Old Age Security legislation."
"The interest of all employees

can, in our opinion, be properly
served only by such a national
plan. . . ."
A year ago, before the current

collective bargaining demands for
workers' security programs, many

management officials were un¬
aware of the importance to labor
as well as to management of an

adequate governmental retire¬
ment income program supple¬
mented through collective bar¬
gaining to meet the needs of par¬
ticular groups of workers. Today
we appear to have almost com¬

plete acceptance of the need for
action *on the legislative front and
for some supplementation through
collective bargaining of the basic
floor of protection assured by
government. This supplementa¬
tion is necessary not only to bring
the benefits to adequate levels,
but to assure flexibility in meet¬
ing particular needs and to fill
gaps that may exist.

Fundamental Policy Questions

The establishment of programs
under collective bargaining has
already presented several funda¬
mental policy questions and with
experience additional questions
will undoubtedly develop. The
kinds of questions and the solu¬
tions which are adequate will, of
course, vary from industry to in¬
dustry. Programs under collec¬
tive bargaining will recognize the
difference growing out of unique
circumstances. There have been,
however, six major issues that the
UAW-CIO, for example, has con¬
sidered important in the 1949-1950
negotiations. These issues are:

(1) Joint Union - Management
responsibility for administration
of retirement and health security
programs;'

'(2) Fixed employer commit¬
ment for a specified allocation of
money stated in terms of cents
per hour;

(3) Employer - financed, non-
contributory programs;

(4) Standard of benefits that
together with Old Age and Sur¬
vivors Insurance, or future Fed¬
eral programs for benefits not

new existing, will constitute a

modest, but adequate, budget;
(5) Integration with the Fed¬

eral program in such a manner

that pnvaie plans are, in real ef¬
fect, supplementation of the floor
of protection assured by govern¬
ment; and,
(6) Actuarial soundness.

Joint Administration

Prior to general acceptance by
management of the concept that
workers' security was as much a

matter of collective bargaining as
wages and working conditions the
prevailing philosophy was that
pensions and health security pro¬

grams were the prerogative of the
employer. Recognition that em¬

ployee benefits arc- a proper sub¬
ject for collective bargaining has
led to changes in employer think¬
ing on administration in the same
manner that thinking on methods
for program formulation has
changed. Only a year or two ago
the employer consulted his insur¬
ance broker or a pension consul¬
tant, and, without review with
representatives of the employees,
established programs which were
offered to workers on a "take-it-
or-leave-it" basis.
If a worker failed to participate

he had no protection; if he par¬

ticipated he took what was avail¬
able. It is reasonable to believe
that many of these pre-collective
bargaining programs were de¬
signed by the employers without
full recognition of the preferences
and needs of workers. Too often,
in order to keep the cost low and
thus to assure wider participation
by employees, the resulting level
of protection was too low to meet
the worker's actual needs.

Today pension and other em¬

ployee-benefit programs are es¬
tablished in a different setting.
Previous concepts of desirable
procedures for program formula¬
tion and operation must be re-ex¬
amined in relation to the current

practice of developing pension
program policies in collective bar¬
gaining. Unions are asking that
retirement benefits be provided as

an economic gain which is fre¬
quently in lieu of a wage increase.
Employer-payments to a pension
trust fund represent monies which
belong to workers. It follows
logically that the workers should
be effectively represented when
the program is being formulated
as well as in the operation of the
plan.

TheUAW-CIO believes that pen¬
sion plans growing out of collec¬
tive bargaining should be formu¬
lated and administered by a Board
of Administration on which the
Union and Management have
equal representation and that this
Board should have an impartial
chairman selected from the gen¬

eral public. The Board should
serve in a policy-making capacity
rather than as a full-time admin-
i s t r a t i v e body. Arrangements
should be made by the Board for
the day-to-day operation of the
program. By the joint Board of
Administration approach it be¬
comes possible to limit negotia¬
tions to policy Questions which af¬
fect costs and benefit levels and
to leave the details of program
formulation to a Board function¬

ing outside of the bargaining at¬
mosphere. Through the joint
Board employer interests, as well
as employee interests, are pro¬
tected and strengthened. It as¬
sures democratic administration
and a degree of employee partici¬
pation and identification with the
program thai j,vould not other¬
wise be possible.

II

Fixed Errmloyer-Paymenls
In collective bargaining the

Union can negotiate for a level of
benefits without regard to the cost
of their provision. Or. the Union
can negotiate for a fixed cents-
per hour employer-payments into
retirement and health security
trust funds and develop a.:pro-

Continued on page 28

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, January 26, 195023 (432)
■ 1 ■ X

Continued from page 27

Labor's Approach to the
Retirement Problem

gram within the limitation of
funds available and in accord¬
ance with the general policies
agreed to irt collective bargaining.
The UAW-CIO believes it is pref¬
erable to negotiate for a fixed
employer commitment in terms of
cents-per-hour rather than for a
fixed level of benefits only. It
is possible to determine prior to
the conclusion of negotiations the
approximate benefit levels which
can be provided for a given cents-
per-hour cost to the employer. It
is not unreasonable, as a result of
collective bargaining, to guaran¬
tee a fixed level of benefits with
respect to the major outline of the
pension plan and to stipulate in
the contract a cents-per-hour cost
to the employer which will re¬
main constant throughout the life
of a particular agreement.
If only benefits are negotiated,

without regard to the cents-per-
hour cost, it would mean that one
employer might have a 15c per
hour cost for a given standard of
benefits and another employer a
5c per hour cost for the same
standard of benefits. Employers
m competition with each other
have during the past decade tend¬
ed to increase their wage rates by
the same, or nearly the same,
amount. As a result the competi¬
tive balance has been maintained
among employers insofar as af¬
fected by economic gains won by
labor, This balance would be dis¬
turbed if Unions negotiated for
standard benefits without regard
to cost. The UAW-CIO has taken
the position that the cents-per-
hour cost of the workers' security
program should be specified in the
contract with the employer and
that payments should be a fixed
commitment. This means that in
certain details the benefit struc¬
ture may vary somewhat among
employers and that the period of
'amortization of the accrued liabil¬
ity may, likewise, vary.
As Federal programs establish

a higher floor of protection or

provide benefits that are now
non-existent, expenditures from
trust funds required to provide
the Initial benefit structure will
be reduced. When this situation
occurs the accrued liability may

be amortized over a shorter period
or other adjustments can be ef¬
fected by the Board of Adminis¬
tration or through collective bar¬
gaining. Many labor-management
contracts for pension benefits are
being established on a five-year
basis with an earlier reopening
by mutual agreement of the par¬
ties. Although five years is a

very short time in which to evalu¬
ate the trends in a pension plan,
if the fixed employer payment
during the first five years did not
fund the benefits as planned or

resulted in payments into the pen¬
sion trust fund in amounts larger
than allowable as current tax de¬
duction, necessary adjustments
between the Union and Manage¬
ment can be worked out.
Thev fixed employer commit¬

ment for payment of a given
centfv-per-hcur amount into a

pension trust fund or a health se¬
curity trust fund does not remove
employer incentive for an ex¬
panded public program. As public
programs are strengthened dur¬
ing the next few years the pres¬
sure for supplementation through
collective bargaining will be les¬
sened. And, the employer is
aware that the public program is
on a contributory basis.

Ill

Employer-Financing:
The issue of non-contributory

pensions has been for all practical
purposes settled in major negotia¬
tions in steel and auto and else-
whole. C. E. Wilson, President of
General Motors Corp., succinctly

summarized Ihe thinking of man¬
agement on this question when
he stated on Nov. 15,! 1949 in a

public speech: ' .
"Pension plans recently nego¬

tiated by labor unions which have
been, on the non-contrib'utory
basis have been referred to as free
pensions. Actually they are forced
savings plans as the cost of these
plans could Otherwise have been
paid cut in wages with the same
effect, on costs and prices."
From the Union's- point' of view

non-contributory pensions result
in the protection of every worker
—not just those who feel they can
afford to participate. Non-con¬
tributory pensions mean, too, that
more benefits can be purchased
with the employer dollar paid di¬
rectly into the pension trust fund
than if paid to the worker and
checked-off. To purchase a dol¬
lar's worth of benefits the worker
must receive approximately $1.20
because he pays withholding
taxes on the wages which are
checked off. The same dollar's
worth of benefits can be provided
through employer financing for a
net cash much less than a dollar.
In addition, the employer is al¬
lowed full deductibility in compu¬

tation of taxable income for all
monies paid into a qualified pen¬
sion trust fund.
Employer-financed or non-con¬

tributory collective bargaining
programs are more efficient from
the employer's and the. Union's
point of view. They mean greater
effectiveness in accomplishing
protection for the older and in-
capitated worker and they mean
m we benefits for the funds avail¬
able, ,

IV

Standard of Benefits Necessary
for a Modest and Decent

Standard of Living

What should constitute an ade¬
quate level of benefits is not as
difficult a decision as it may at
first seem. We must start with
the assumption that the amount of
benefit should be sufficient to ac¬

complish the purpose for which
it is intended. The worker does
noi have protection unless he
knows that his benefit will permit
him to retire and maintain a

modest standard of living.' Bene¬
fits must be substantially higher
than the public relief standards of
the community in which the
worker is living. Unions cannot
accept benefits that are so inade¬
quate that they must be supple¬
mented by public relief agencies.
Benefits that are too low will not
accomplish the purposes intended
by the Union or the objectives
which management wishes to
achieve through the establishment
with the Union of a retirement
plan.
The Bureau of Labor Statistics

and the Federal Security Agency
have jointly prepared a modest
budget standard for an aged
couple. This budget varies in the
amount of money required in dif¬
ferent cities and different sections
of the country. It does not take
into account the standard of liv¬
ing of a particular worker before
his retirement. For lack of a bet¬
ter yardstick of what it costs to
maintain an adequate family
standard of living we can accept
the budget approach as criteria in
determining benefit levels. How¬
ever, it must be kept in mind that
if such a benchmark is used we
must review periodically the as¬

sumptions aiid content to make
adjustments for exoanding con¬
cepts of adequate living stand¬
ards.

Integration With Federal Social
Security Benefits

The fundamental objective in
approaching the retirement prob¬
lem is to strengthen and expand

public social insurance programs.
Private pension plans should be
designed to accomplish this objec¬
tive rather than to impede the de¬
velopment of a basic social secur¬
ity system. To maximize employ¬
er incentive for a public program

the method bf integration of the
private pension plan with Federal
Social Security must provide for
some manner of offset in the cost
of private plans as public pro¬

grams absorb an increased part
of the load. This offset, however,
should not cancel out the eco¬

nomic gains won by labor through
collective bargaining.
Direct integration can be

achieved by automatic reduction
in the amount of benefit paid un¬

der private plans as public pro¬

gram benefits are increased. This
method is not objectionable if the
level of benefits from which the
deduction is made is maintained
in accordance with an adequate
standard. Another method that
should be explored is a modifica¬
tion of the full offest formula to
provide that as public program
benefits are increased the offset
shall be a percentage of the in¬
crease in benefits provided under
public insurance. Still another
possibility is that as employer
contributions increase for public
insurance the payments to the
private fund are decreased on a
percentage basis.-
The important issue is that

recognition be given to the need
to relate the collective bargaining
programs to expansion of benefits
provided through government in
such a manner that the validity of
the private as well as the public
approach can be enhanced.

VI

Actuarially Sound Plans

Even though it means lower
immediate benefits UAW-CIO be¬
lieves that pension plans estab¬
lished by collective bargaining
must be constructed on sound ac¬

tuarial assumptions. Workers
..-q rofif^rnent income security.

TT'Lb objective cannot be .achieved
uiiiess die pians establisned are
financially sound. Unions cannot
accept plans that permit the pos¬
sibility of a retired worker's
benefit being discontinued because
of the lack of funds. Past service
liability under private pension
plans must be amortized over a
reasonable length of time and fu¬
ture service must be funded by
payments into the pension trust
fund as such credits are accumu¬

lated.! Only if this is done can
the income of workers who have-
retired be secure.

Likewise, it is to the employ¬
er's advantage that a program be
established which fixes a level
cost to him and creates reserves

so that when obligations become
payable funds will be accumu¬
lated to meet the cost. While
funded pension plans that are ac¬
tuarially sound from the first day
cost more initially in relation to
benefits provided, over a period of
years the ultimate costs to the
employer are less. A fixed level
cost permits management plan¬
ning. Moreover, it is only through
a financially sound plan that the
employer can be assured of the
advantages of a retirement pro¬
gram.

There are many other specific
issues that might be considered.
There has been much discussion,
for example, about such issues as
compulsory retirement versus vol¬
untary retirement, the effects
up^n the employment of older
workers that might result from
wide-spread establishment of pri¬
vate pension plans, the effects
upon the mobility of labor,
whether rights should be vested
prior to retirement, flat benefits
versus benefits geared directly to
earnings, and the effects of these
programs on the level of con¬

sumption, profits, income and em¬

ployment. Some of these issues
cannot be fully resolved until we
gain more experience with the
operation of private retirement

plans; some can be clarified by
seiious study and still others can
be worked out only as we build
and strengthen the private pro¬
grams in light of the changing
needs of workers. Our first la¬
bor-management contracts left
much to be desired by both par¬
ties. Our first pension plan
agreements do not entirely satisfy
either management or labor. In
the current negotiations the
groundwork is being laid in rela¬
tion to basic principles; and
around these central ideas we can
build from time to time as pen¬

sion agreements are opened for
discussion and analysis.
Present negotiations for work¬

ers' security programs establish
a new and significant area for
1 a b o r-management cooperation
(through collective bargaining and
in the joint administration-of the
programs.
These programs are evidence of

maturity and increased social re¬
sponsibility of both unions and
management. Through the pro¬

grams established under collec¬
tive bargaining there will come
experimentation with various ad¬
ministrative problems and meth¬
ods for the provision of benefits
and services. . -

The greatest contribution made
by labor's drive for workers' se¬
curity programs may well prove
to be the necessary motivation for
meeting the problem of retirement
income for our aging population.
And, out of this drive for retire¬
ment security will undoubtedly
come a new look at other workers' ,

security problems — disability
benefits, hospital-medical care
services, and survivors' benefits.
We are in 1950 on the threshold

of a new era in the development
of a full measure of security for
the workers of America and for
their families. In the next several
years we will have a happier
people and a sounder economy
because we had the courage and
determination to meet the eco¬
nomic problems of old age, sick¬
ness and premature death.

Railroad Securities

Illinois Central
The full cycle has now been completed. Illinois Central an¬

nounced late last week the resumption of dividends on its common
stock. Of the major carriers in the country (excluding those that
went into bankruptcy) it is the last among those that suspended
payments in the 30s to resume distributions on the junior equity.
The directors have declared two dividends of $0.75 each for the
first two quarters of 1950. Both will be payable on July 1, 1950.
This will mark the first income received from this stock since
July 1931 when $1 a share was paid. Presumably now that the
ice has been broken holders can look forward to regular payments
from here on. Prior to .1931 the company had paid dividends
regularly over a period of 72 years.

Resumption of dividends by Illinois Central was certainly
not entirely unexpected in the financial community. In fact, in
some quarters more liberal treatment had been expected. It is
generally believed that the management had hoped to take this
action early last year and was deterred only.by a suit on behalf
of preferred stockholders. This suit is for back dividends for
years when they wore earned but not paid. The company contends
that there is iTQ^qpli^ation for tfhe payment of such dividends in¬
asmuch as the stock is Itop-cqmulative. This suit has not as yet
come up for trial.

The suit for payment of back dividends is now expected to get
started on April 24. It is probable that it will be carried through
to the higher courts regardless of the decision. Final adjudication
is still presumably a long way off. Apparently the management
finally decided that there was no equity in making common
stockholders wait the final outcome before participating in cur¬
rent high earnings. As part of the suit, preferred holders have
requested an injunction against payment of common dividends
pending the final decision. It is believed that the injunctive phase
of the suit can be disposed of well before the proposed July 1
common dividend payment date. It was probably this considera¬
tion which motivated the management in setting payment date so
far in the future.

The Illinois Central management had adequate reasons for
not resuming common dividends, as so many other railroads did,
earlier in the period of earnings recovery. In common with other
carriers it was necessary, following the depression years, to spend
large sums on property improvements and to rehabilitate finances.
Illinois Central had the further problem of a very -heavy bond
maturity schedule in the early 1950s. To most analysts it had
seemed that the problem could never be solved other than through
voluntary extensions or perhaps even bankruptcy. Now that the

> early 1950s have arrived the problem is no longer formidable,
thanks to the judicious use of cash earnings in the interim.

During the years 1941-1948, inclusive; the company retired
more than $128 million of non-equipment debt through open
market purchases, calls for tenders, etc. This program continued
at a slower pace during the first half of 1949 and then the road
made an offer of an extended bond to holders of certain issues

maturing in 1951, 1953 and 1955. Somewhat over $25 million of
bonds were so extended and the offer was then made also to
holders of the 4s, 1953 which were outstanding at $8,407,000. Even
without taking into account any of the 4s, 1953 that may have been
deposited for extended bonds, the non-equipment maturities
through 1955 have by now been reduced at least below $56 mil¬
lion.

Nov/ that the debt structure may no longer be considered any

problem the common stock should more fully reflect the basic
soundness of the railroad, its bright long-term prospects, and the
demonstrated high earning power. Over the past 10 years, and
without adjusting for the sharp interim reduction in charges,

earnings on the common have averaged over $10 a share. Last
year it is indicated that at least $11 a share was realized. The
company traditionally exercises a particularly strict control- over-
expenses. With this background and the promise of well-sustained
traffic levels for the year as a whole, the 1950 share results should
be even better than those of last year. Certainly a $3 dividend
rate is conservative.
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Public Utility Securities
By OWEN ELY

International Hydro-Electric System
The SEC has approved the second step in the four-part dis¬

solution program proposed by the Trustee of International Hydro-
Electric System, Bartholomew Brickley of Boston. This pro¬
vides for cash payment of the remaining 60% face value of the
debentures ($15,940,000). Funds are to be provided by (1) Treas¬
ury cash, (2) sale of $5 million worth (or perhaps more if feasible)
of Gatineau Power stock, and (3) a $10 million bank loan. The
U. S. District Court at Boston, which also has jurisdiction, because
the company defaulted on its bonds at their maturity, has been
asked to approve the retirement of the debentures, and a hearing
was held Jan. 23.

The SEC is considering the remaining steps in the Trustee's
plan (which superseded a series of previous proposals in recent
years). This plan provides for issuance of 2,000,000 liquidating
certificates, of which holders of the preferred stock would receive
eight for each share, and class A stockholders one certificate per
share. The company's principal assets are:

Estimated Amount in
Shares Share Value Millions

1,439,000 Gatineau Power 16 $23.0
587,000* New England Electric System 11% 6.8
320,000 Eastern New York Power 30 9.6

Est. net current assets 12/31/49 __ 1.6

$41.0

^Including 10% additional stock issued in 1949.

After deducting the face value of the debentures, there would
be an estimated net portfolio value of $25.1 million or $12.55
per certificate. On this basis, break-up value of the preferred
would be $100 compared with the present price of 78 and the claim
of $104 (or $10 more if the call premium be included); and on
the "A" $12.55, vs. the recent market price of 10. The estimate
makes no allowance for possible capital gains taxes on sales of
stock, or other liquidating expenses. But on the other hand, liqui¬
dating value will benefit by any future income "plowed back"
(which will increase by the amount of the interest paid on the
debentures, if the latter are retired). This income accrual might
amount to as much as $1 per annum on the certificates, it is esti¬
mated. Hence the two factors may offset each other.

However, final liquidation of the company may be deferred
for some time, since it is understood that P. H. Todd, substantial
Michigan holder of the "A" stock and a director, prefers to sell
the assets gradually in order to retain as long as possible the bene¬
fits of consolidated tax returns—or if possible to keep the holding
company alive. The struggle between the preferred and "A"
stockholders has already delayed the liquidation for some years.

International's wholly-owned subsidiary, Eastern New York
Power Corporation, is a small wholesale water power company
which operates six hydro-electric generating stations near Glens
Falls and Plattsburgh, with a combined rated capacity of 54,500 kw.
It also owns and leases (to International Paper Company, up to
1962) nine hydro properties in New York and Maine with a

rated capacity of 71,437 hp. The company has various water
rights with an estimated potential capacity of 102,000 hp. Sales
of energy to New York Power & Light Corp. (Niagara Hudson
Power System) are made under an agreement which expires after
1956, on a year's notice. Power is also sold to Republic Steel, the
City of Plattsburgh, etc. Total revenues and rentals were $3,037,-
000 in 1948 and net income after preferred dividends was $1,440,-
000. In the above table the estimated share value of $30 was
based on 10 times the estimated share earnings of $3 for 1949, after
adjustment of Federal income taxes to an independent corporate
status; Earnings in 1948 were $4.50 a share before tax adjustment,
and in 1947 $4.62. Plant account is carried at approximately $23.4
million and the common stock equity approximates $9.8 million.
A $3 dividend is being paid in 1949 as compared with $2 in
1947-48.

New England Electric System, traded on the Stock Exchange,
is the largest electric system in New England, with annual rev¬
enues of over $100 million. It controls a large number of whole¬
sale and retail electric companies, together with some transit and
gas properties. The current price compares with a range of 15-8
in recent years. The dividend was reduced from $1 to 80c early
in 1949. Earnings for 1949 are estimated at about $1.25 a share.

Gatineau Power is a Canadian hydro-electric property. Of the
1948 revenues 33% represented sales to the Hydro-Electric Power
Commission of Ontario, 24% to the International Paper System,
9% to Ottawa Light Heat & Power Co., 13% to Frazer Companies
Ltd. and other wholesale power customers, 15% to retail cus¬

tomers, etc. The two-principal contracts with the Commission
expire in 1970. Revenues have not shown much growth in recent
years, possibly due to drought conditions. Share-earnings were
$1.26 in 1948 (a low water year), $1.63 in 1947, $1.30 in 1946 and
$1.09 in 1945. Earnings in the first half of 1949 were about the
same as in 1948. The company pays a dividend of $1.20, subject
to Canadian taxes and exchange discounts.

Says World Trade Requires Gold Standard
George F. Bauer, Vice-Chairman, International Trade Section
of the New York Board of Trade, Inc., takes issue with Sub¬
committee on Monetary and Fiscal Policy of the Joint Com¬

mittee on the Economic Report.

Urges Bankers Fight for Stable Dollar
Leslie Gould, Financial Editor of N. Y. "Journal-American,"
points out savers are victims of excessive government spend¬
ing, uneconomic farm subsidies and unsound labor policies.
Sees need of changes in laws relating to savings banks and

insurance companies.

Midwest Exch. Members

CHICAGO, ILL. — The follow¬
ing have been elected to mem¬

bership in the Midwest Stock Ex¬
change. it was announced by the
Executive Committee: Joseph
Faroll, Joseph Faroll & Co., New
York, N. Y.; Mortimer A. Cohen,
Sterne, Agee & Leach, Birming¬
ham, Ala.; Charles J. Ryan, Chi¬
cago, 111.; James C. Salvatore,
"Chicago, 111.; Lee W. Hoefinghoff,
L. W. Hoefinghoff & Co., Inc.,
Cincinnati, Ohio; John R. Brow-

nell, Jr., Grant, Brownell & Co.,
Dayton, Ohio; Joseph G. Petersen,
Eckhardt-Petersen & Co., Inc., St.
Louis, Mo.

Schroder, Rockefeller
Elects Philip W. Moore
Schroder, Rockefeller & Co.,

Inc., 61 Broadway, New York

City, announces the election of

Philip W. Moore as Assistant

Treasurer.

"Money functions in com¬
merce were completely ignored by
the Sub-Committee on Monetary
and Fiscal Policy to the Senate

Joint Com¬

mittee on

Economic

Report when
it rejected a

gold coin
s t a ndard,"
G eo r g e F.
Bauer, Vice-
Chair m an,

Interna¬
tional Trade

Section, New
York Board

of Trade,
stated on

Jan. 23:

"A text

book devoid
of apologies for spending of the
peoples money without definite
commitments or responsibility to
them would define money as fol¬
lows:
"

'Money is merely a medium
of exchange and a standard by
which the value of commodities
is measured. Therefore, money
itself is fundamentally based on
a commodity.

"

'Money may be divided into
two general classes:

1

"'(1) Standard money (gold
under the gold standard).
"'(2) Representative money,

redeemable in standard money at
a fixed rate representative by its
face value.'
"Between countries on the same

basis, the standard money of
either according to its weight and
fineness in gold, will ultimately
discharge an obligation in the
other.

-^pjyljlhJs js.•■true because standard
money may be melted down and
regained; and because ' under

Leslie Gould, Financial Editor
of the New York "Journal

American," in a talk before the
Savings Banks Public Relations
Forum in New

-City on Jan.
17, urged sav¬

ings banks ex¬

ecutives keep
depositors and
the public in¬
formed of ac¬

tions and de¬

velopment s
which affect
the purchas¬
ing power of
their savings.
Answer ing
the question
"How far do

the responsi- Gould
bilities.of sav¬

ings bank trustees go?" Mr. Gould
stated:

"Technically and legally the
responsibility is only in repay¬
ment in the same number of

paper dollars. But I think there is
a moral responsibility to see that
the thrifty citizens' saved dollars
maintain as nearly as possible
their purchasing power.

"This country has been built on
savings. The idea was that you

put something by in your early,
productive years for your old age,
for the education of your children,
and to meet some emergency.

That is just plain old-fashioned
thrift.

normal conditions, its bullion
value remains substantially equal
to its mint price.
"On the other hand, represen¬

tative money is not finally ex¬
ported. It may be temporarily
exported, but it must ultimately
return to the country of origin
in order to realize full face value.

"Excepting a few instances,
representative money in form of
paper, generally possesses a face
value that is out of all proportion
to its commodity value; the com¬
modity value of paper money is
practically nil.
"Paper, or representative dol¬

lars, consequently have a com¬
modity value for holders of them
only as they embody a title on

demand to gold, which at the
rate supposed to apply now.
would be one ounce of gold for 35
representative dollars.
"Without representative money

being a title to a fixed amount of
gold for the holder, be he either
an individual or a foreign central
bank, the dollar becomes an un¬

stable measure of values as evi¬
dence by reported fluctuations of
it in the Philippines from l/35th
to l/57th of an ounce of gold in
the open market.
"International Trade transac¬

tions and investments of a long-
range term remain highly risky
to both seller and buyer and to
investor and beneficiaries of in¬

vestments under a system of
representative money not redeem¬
able in gold.
"A gold coin standard," Mr.

Bauer concluded, "is consequently
needed whereby the United States
Treasury agrees not only to buy
gold but to sell it also at $35 per
ounce to holders of our repre¬

sentative money in order to attain
domestic and international stabil¬

ity for our currency."

"Today the idea seems to be
that all this is no longer the con¬
cern of the individual, but of his
employer, and the government—
chiefly the latter. In fact, if you
live only for today, Uncle Sam
will take care of you in the fu¬
ture. Only they don't tell you
Uncle Sam produces nothing. He
spends only what he takes from
the citizens in taxes, or what he
can borrow and leave to the fu¬
ture generations to pay.
"Too many of the public seem

to have fallen for this, but not so

many that $900 million each year
are being put by in the savings
banks, $23,250 millions in life in¬
surance and nearly $2 billions in
government bonds.
"If the purchasing power of the

dollars of these savers is substan¬

tially reduced or wiped out, it will
be the greatest fraud ever perpe¬
trated on a people."
Continuing his talk, Mr. Gould

added:
"In investing the savings en¬

trusted to the banks and the in¬
surance companies, the trustees
are limited by law and the bank¬
ing and insurance commissioners
on hedging against inflation. Some
changes in the regulations and in
the thinking of the politically ap¬
pointed supervisory agencies is
needed. But more on that later.
"The big threat to the dollar's

purchasing power is government
spending and the encouragement
by the politicians of unsound la¬
bor demands and unsound labor

policies and of unsound and un¬

economic farm subsidies. The first
can destroy the dollar's integrity.
The other two can and is putting
up living costs—which is depre¬
ciating the dollar's purchasing
power. The labor gains—if they
really prove in the end to be that
—is at the expense of the rest of
the population, but the chief suf¬
ferers are the thrifty—the savers

—and the old folks living on pen¬
sions.

"The savers are not organized.
They have no union. No lobby like
that of the farm groups. But they
have a powerful and influential
group who could and should speak
out for them—if those groups
would have the intestinal forti¬
tude to do that. I mean the heads
of the great savings institutions
and the great insurance companies
and their trustees.

"Not only should they speak
out, but they should keep their
depositors and their policyholders
informed of exactly what is hap¬
pening. If these little people in
turn will become aroused and ex¬

press to Washington in no uncer¬
tain terms their views, then some¬

thing may be done.
"If something isn't done, you

can kiss our system goodbye. That
means goodbye for the savings
banks and the insurance compa¬
nies.

"Why save money if it is going
to lose substantially or all its
buying power? ,

"I referred earlier to the need
for some changes in the laws gov¬
erning savings banks and insur¬
ance companies and a change in
the thinking by those running the
regulatory bodies. The commer¬

cial banks also are concerned with
this.

"In the investing of people's
savings, there are those so-called
legal lists for bonds. The grad¬
ing is done by some modest sal¬
aried clerk, and unfortunately, the
gilt-edged ratings are usually"
made at the top of the market
and the low gradings at the bot¬
tom.

"No publicity was given it, but
I think it was scandalous the way
the New York State Banking De¬
partment and the Insurance De¬
partment forced savings banks
and insurance companies to liqui¬
date railroad bonds and feal es¬

tate at the bottom of the market.

When, as a matter of fact, they
should have been encouraging not
only the retention but the pur¬
chase of some of these securities
and the retention of some of the

properties."

Bankers Securities

Elects Three Officers
PHILADELPHIA, PA.—Albert

M. Greenfield, Chairman of the
Board of Bankers Securities Corp.
of Philadelphia, announced that at
a meeting of the board three new

officers were elected.

Frank J. Loftus, elected Assis¬
tant Treasurer, was formerly di-
dector of the Office of Price Ad¬
ministration of the Philadelphia
district. He has been with Bank¬
ers Securities Corp. since Novem¬
ber 1947.

J. Benson Saks, elected Assis¬
tant Secretary, was for a number
of years assistant to Henry J.
Morgenthau, Jr., (former Secre-(
tary of the Treasury) in fund-
raising activities. Mr. Saks wa3
also with the U. S. Department of
Justice, the War Re-Location Au¬
thority and the Securities and
Exchange Commission. He has
been with Bankers Securities

Corp. since January, 1948.

Irving J. Zipin, elected Assis¬
tant Secretary, was formerly an

attorney with the Securities and

Exchange Commission. He has
been with Bankers Securities

Corp. since September, 1945.
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Securities Salesman'sCorner
By JOHN DUTTON =================A

Look for Some Way to Render Service
Several years ago a salesman who worked for a Ney^ York

City investment firm was given about 20 leads that originated
£rom a newspaper advertisement. One of the prospects was lo¬
cated in a city about 100 miles from his office. He made all his
assigned calls except this one. As he sat at his desk and looked
at the card he thought about the long trip—he figured that no one
might be home when he called—that he had no other calls to
make in that particular town—and he reasoned that the trip
would entail 200 miles of traveling. So he gave the name to an¬
other salesman who did make the call.

This other salesman opened an account that eventually ran
into several millions of dollars. The first salesman could have
had this account if he had only remembered that the prospect
never lived who didn't appreciate personal service. Here
is what happened. The second salesman made the call and dis¬
covered almost immediately upon meeting the prospect that his
iiirm had compiled a great deal of confidential, data regarding a
♦security in Which this prospect had a very substantial investment.
He also uncovered the fact that sh'i was a member of a very im¬
portant family of national prominence in the field of the prepara¬
tion, and sale, of certain well-known medicinal products. So
realizing that good fortune had placed an opportunity in his hands
he went to work. He made an appointment to call back and return
with a complete file of information concerning the subject com¬
pany in which his prospect had a substantial interest. He built up
his opportunity by showing this factual data to her. He showed
conclusively in this one particular case how his firm went to the
very bottom of the subject in order to secure the correct informa¬
tion upon which sound investment decisions must be based. The
proof in this case was so convincing that a complete revision of
the prospect's portfolio was undertaken, and as confidence grew,
eventually the entire account was taken over by salesman number
two.

Ordinarily it is sound procedure to refrain from making 100-
znile trips just to call upon one prospect. But this particular case
also illustrates that if a salesman is alert, if he makes all his calls,
and if he senses opportunities when he sees them, sooner or
later he must obtain results in proportion to the effort expended
The man who is looking- for ways to render service is bound to
build up a business. He can't fail because he is helping others—
his whole approach to his work is to see what he can do to
contribute lasting benefits to those with whom he comes into
contact. Keep this attitude foremost in mind—keeping on seek¬
ing ways to help others. •, Expose yourself to enough people who
have investment problems and you will eventually open some
accounts that will repay you many times over for the calls you
made when prospects were not in, or were indifferent, or even
hostile. The man who said that the law of averages will work for
you should have added, providing you seek ways to rentier a
service to those with whom you do business and expect to do
business.

The most inconsiderate person is the one who
wants you to listen when you want to talk.

Association of Exchange Firms to Meet in
Washington, Feb. 6-8

Advocates Limited Volume of Common
Stock Investment for Life Companies

Oliver M. Whipple, Financial Vice-President of Mutual Life In¬
surance Company of New York, proposes not more than 1%

of admitted assets be put in common stocks.

More than 400 members or part¬
ners of member firms of the New
York Stock Exchange will gather

Washington, Feb. 6 to 8, for the
mid-winter meeting of the Associ¬
ation of Stock Exchange Firms.
Sessions will be held at the Shore-
ham Hotel and will attract market
authorities from coast to coast.
The formal dinner will be in

the Terrace Banquet Room Tues¬
day, Feb. 7. Benjamin H. Cris-
wold, III, President of the Associ¬
ation and partner of Alex. Brown
and Sons in Baltimore will pre¬

side and speak. Principal speaker
will be Robert P. Boylan, Chair¬
man of the New York Stock Ex¬

change; others will be A. T. Armi-
tage of Coffin & Burr, Boston, and
President of the Investment Bank¬
ers' Association and Clement A.
Evans, Chairman of the National
Association of Securities Dealers
and partner, Clement A. Evans &
Co., Atlanta.
Among the top government of¬

ficials who will be guests of honor
at the dinner are Secretary of the
Treasury John W. Snyder; Assist¬
ant Secretary of the Treasury Wil¬
liam McChesney Martin and for¬
mer President of the New York
Clock Exchange; Harry A. Mc¬
Donald, Chairman of the Securi¬
ties and Exchange Commission;
William C. Foster, Deputy ECA
Administrator.

Acceptances for the dinner from
Capitol Hill include Senators Rob¬
ert A. Taft, Scott Lucas, Millard
Tydings, Joseph C. O'Mahonev,
Herbert O'Connor, Paul Douglas,

Elbert D. Thomas, Arthur V. Wat-
kins, Karl Mundt, John J. Wil¬
liams, J. Allen Frear, Harry
Darby, Owen Brewster, Charles
Tobey and Irving H. Ives. Con¬
gressmen who have already ac¬
cepted include Speaker Sam Ray-
burn, David A. Reed, James C.
Auchincloss, John C. Kunkel,
Kenneth R. Keating, Joseph L.
Pfeifer, Robert Crosser, Thomas J.
O'Brien, Noah M. Mason, John
Taber, Robert Hale and Samuel K.
McConnell.

Monday's session of the Board
will be devoted to problems of the
securities business. On Tuesday
morning, informal conferences are
scheduled with legislators on Cap¬
itol Hill. The afternoon will be
devoted to panel sessions. The
meetings conclude Wednesday fol¬
lowing another day's business ses¬
sion.
The Association of Stock Ex¬

change Firms, representing about
80% of the member firms of the
Big Board, has its headquarters
in New York, but its governing
board of 33 men represent leading
financial communities from coast
to coast. The Presidents of Stock
Exchanges in Los Angeles, San
Francisco, Boston, Cincinnati,
Washington and Midwest will at¬
tend the meeting.
A Washington committee of the

Association of Stock Exchange
Firms making local arrangements
for the meeting is headed by
James Parker Nolan of Folger,
Nolan & Co., who is a Regional
Governor of the Association. Other

men on the committee are: Rich¬
ard P. Dunn of Auchincloss, Par¬
ker and Redpath; Francis Hunter
of Merrill Lynch, Pierce, Fenner
& Beane; Y. E. Booker of Alex.
Brown and Sons; George M. Ferris
of Ferris & Co.; Robert C. Jones
of Robert C. Jones & Co.; William
Mackall of Mackall & Co.; Paul D.
Rodler of W. B. Hibbs & Co.;
Oscar N. Coolican of Hirsch & Co.;
Leon Brubaker of Bache & Co.;
Charles Quarles of Orvis Brothers
& Co.; H. C. Bassford of Laidlaw
& Co.; Robert T. Norman of Stein
Bros. & Boyce, and Frank P.
Morse of Hemphill, Noyes, Gra¬
ham, Parsons & Co., and Victor M.
Birley of Folger, Nolan & Co.

Martin Represents
International Bank
CHICAGO, ILL.—The Interna¬

tional Bank for Reconstruction
and Development announced that
George L. Martin has been ap¬

pointed Mid¬
dle Western

Representa¬
tive of the

Marketing
Departm ent.
The bank will

open a tem¬
porary office
in the Federal
Reserve Bank
of Chicago at
230 South La

Salle Street in
the near fu¬
ture.

Mr. Martin
is President of
the invest¬

ment banking firm of Martin.
Burns & Corbett, Inc., Chicago,
from which he will take leave of
absence in order to assist the
Bank in establishing its Middle
Western activities. The Chicago
office will be an extension of the
Bank's Marketing Department of
which Norman M. Tucker is the
Director with headquarters in
New York City. Bank officials
felt there was a need at the pres¬

ent time for an office in Chicago
to service financial and invest¬
ment institutions in the Middle
West..
Mr. Martin entered the invest¬

ment business in 1916 with the
Mississippi Valley Trust Co., St.
Louis, Mo. In 1919 he became a
salesman for the National City Co.
at Atlanta; and in 1920 joined
Caldwell & Co. in Nashville, Tenn.,
which firm he represented as Chi¬
cago manager from 1922 to 1926.
From 1928 to 1934 he was manager

of the Municipal Department of
the Guaranty Co. of New York in
Chicago. From 1934 to 1940 he
was Vice-President of Kelley,
Richardson & Co. In 1940 Mr.
Martin organized and became
President of Martin, Burns & Cor¬
bett, Inc. He served three years
as a Governor of the Investment
Bankers Association of America,
and for two years was Chairman
of the Association's1 Municipal
Committee. He is a past President
of both the Municipal Bond Club
of Chicago and The Bond Club of
Chicago.
Mr. Martin was born in Hous¬

ton, Texas, Nov. 27, 1897.

Harry Evertsen Joins
Fin. Information Co.

Harry Evertsen, formerly with
J. P. Morgan & Co. Inc., is now
with Financial Information Co.,
92 Liberty Street, New York City,
as Associate Editor.

With State Bond

& Mtg. Co.
(Special to The Financial Chuonicle)

NEW ULM. MINN.—State Bond
& Mortgage Co., 26 V2 North Min¬
nesota Street, have added to their
staff, Lloyd A. Connor, Donald
Frisby, John W. Holm, and Earl
R. Maxfield.

Limited investments in com¬
mon stocks by life insurance firms
was proposed on Jan. 20 by Oliver
M. Whipple, Financial Vice-Presi-
dentofthe
Mutual Life
Insurance Co.
of New York.
In t e s t i-

mony before
a meeting at
the Hotel
Roosevelt,
New York

City, of the
New York
State Joint

Legis 1 a t i v e
Committee on

Insurance

Rates and
R e g U lations, Oliver M. Whipple
Mr. Whipple , .

declared the need was growing
greater for additional outlets in
which institutional groups can

place their investment funds.
He proposed amendments to the

Insurance Law which would per¬

mit a life insurance company to
place up to 3% of admitted assets
in unrestricted investments, pro¬
vided that only 1% can be in¬
vested in common stocks. In no

event, Mr. Whipple said, should
investment in common stocks ex¬
ceed 15% of the investing corn-

According to Henry Gellermann,
public relations director of Bache
& Co., many people criticize in¬
dustry for making "huge" profits,
while a rela¬

tively tew try
to "cut them¬
selves in" by
buying com¬
mon stocks.

Mr. Geller¬

mann spoke
at a luncheon

meeting 0 f
the Adult

Educa tio n

L e al g u e of
New York on

Jan. 19, in
w h i c h he

briefly re- Henry Gellermann
viewed the
varied attempts during the past
25 years to popularize securities
with the masses. In this connec¬

tion, he said that "the history of
capitalism in the United States
clearly demonstrates that over the
years, living standards of the
average American citizen rose as
capital investment per worker was
increased."

Decrying the lack of under¬
standing on the part of the aver¬
age working man, Mr. Gellermann
said that he doubted "if he knew
what capital is required to add an
employee to a payroll. I do not
believe that he knows what hap¬
pens to the money he exchanges
for a share of stock."

"These points must be clarified
in the minds of millions of people
who today represent the 'new in¬
vestment class,'" Mr. Gellermann
continued. "Unless this is done,
American industry will find it in¬
creasingly difficult to obtain 'risk
capital' from this 'new wealth
class.'

"Most recent surveys show that
only 8% of the potential stock¬
holders in this country own secur¬

ities and that 41% would not

know where to go to buy them.

It is the large middle cl^ss that
must be tapped for venture capi-

pany's surplus funds. He also
recommended that no life com¬

pany be permitted to hold more
than 10% of the outstanding com¬
mon stock of any corporation.
Repeating a note of caution he

had made in December before a

Congressional subcommittee 'on
investments, Mr. Whipple told the
state group that "any changes 111
the restrictions governing life in¬
surance investments should be
approached with the most extreme
care." He added:
"There would be dangers to the

stability of the economy in un¬
restricted, ill-informed investment
which I believe would outweigh
any advantages which otherwise
might be gained. The best prog¬
ress can be made in my opinion
by a cautious and continuous, but
constructive, study to encourage
the removal of restrictions in a
manner and to a degree that per¬
mits a reasonable experimenta¬
tion in new forms of investment.
"While this has been the tend¬

ency of the several State Insur¬
ance Departments, the growth of
institutional investment and the
need for a constant and free flow
of funds into investment channels
indicates that this tendency
should be developed into a con¬

sistent policy."

tal in order to provide equity
funds to continue our high rate of
employment.
"While there exists today a

growing awareness by the public
of the need of industrial expan¬
sion in the electric power, petro¬
leum, steel and clothing fields, the
public is not aware that industry
is having trouble in raising money
to meet these needs. An educa¬
tional job is necessary before in¬
dustry can expect understanding
and support on this problem.
"The public does not realize

that profits are not all availaole
for expansion. It docs not know
about inventory inflation and in¬
creased depreciation needs. To¬
day's profits, in terms of the na¬
tion's growth, are hardly adequate
to keep capital formation ahead
of the trend.
"A proper public education on

the true interpretation of profits
is urgently needed, if industry is
to move ahead."

Liening, Brown With
Miller, Spink & Go. I

Edward E. Liening

CHICAGO, ILL. — Edward E.
Liening, formerly with Blair &
Co. and Carl F. Brown, formerly
with Link, Gorman & Peck, have
become associated with Miller,
Snink & Co., investment bankers,
231 South LaSalle Street.

Advocates More Education on Nature of Profits
, Henry Gellermann, public relations director of Bache & Co.,
decries lack of understanding of average working man as to

functions of risk capital.
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Secy. Snyder Approves Doubling Individual
Deposit Guarantee

Tells Senate Banking Committee he also favors relief of assess¬
ments on banks by payment of dividends when size of reserve

fund permits.

John W. Snyder

Secretary of the Treasury
John. W. Snyder appeared before
the Senate Banking and Currency
Committee on J'anr 23, in behalf

of the meas¬

ure now be¬
fore Congress
to amend the

Federal
Deposit
Insurance
Act by in¬
creasing the
amount of

protection to
i n d i v i dual

deposi¬
tors from

$5,000 to $10,-
000 and to

permit the
Deposit In¬
surance Cor¬

poration to refund insured banks
in the form of dividends the por¬
tion , of the assessments which
may be in excess of the reserves

required to provide insurance
protection. According to Secre¬
tary Snyder:
"The bill before the Committee

proposes changes based upon that
experience and outlook. On the
one hand the bill would double
the protection afforded to an

individual depositor and on the
other it would reduce costs to the
banks by providing relief in the
form of dividends. It is my belief
that these proposals are based
upon a sound analysis of the
probabilities. In the fiscal years
1948 and 1949 the Corporation re¬

paid to the Treasury the $289
million originally provided to it
for capital. In the 1-3 years since
its creation it has in addition ac¬

cumulated a surplus' of $1.2
billion. With such a steadily in¬
creasing surplus, some relief to
bankers in their insurance costs
seems clearly to be in order. The
method proposed in the bill has
had the study of the board of di¬
rectors of the Corporation and
appears to provide an acceptable
method. The increase in insur¬
ance coverage appears to conform
to general changes in the economy
that have taken place since the
figure was originally fixed, and
does not appear to present a

threat to the ability of the Cor¬
poration to deal with any crisis
which it must meet.

"The development of the best
method of computing the assess¬
ment base is a matter especially
dependent upon experience. The
process provided for in the exist¬

ing law was necessarily based in
large part on guesswork as to

feasibility. Experience has indi¬
cated the desirability of simplifi¬
cation which the bill undertakes
to provide.
"I consider these the major

matters which the bill proposes
for revision. In addition, the! bill
would m ake numerous other
changes of a minor character in

existing law, in most part changes
not of interest to tho Treasury
Department.
"In closing, however, I should

like to mention two aspects of
the bill which I would recom¬

mend to the Committee for
amendment. The first aspect
•deals with the coordination

"through the Secretary of the
'Treasure of the fiscal operations
of the Corporation. Up until the
time the Corporation repaid its
capital furnished by the Treas¬
ury, operations such as those
involving the purchase and sale
of government obligations for the
account of the Corporation under
the Government Corporation Con¬
trol Act were subject to the ap¬

proval of the Secretary of the
Treasury. Since the Corporation

has repaid the Treasury for its
capital, the Government Corpora¬
tion Control Act is not applicable,
and there is no provision in S.
2822 which would permit the
Secretary of the Treasury to co¬
ordinate such an operation with
the general fiscal policy of the
Treasury. I believe that a statu¬

tory provision to correct this
situation is desirable. I also rec¬

ommend that the Corporation be
required to carry its banking and
checking accounts with the Treas¬
urer of the United States as was

formerly required under the Gov¬
ernment Corporation Control Act.
"The bill would also carry for¬

ward and re-enact a provision
included in the original law au¬

thorizing the issuance by the
Corporation of tax-free obliga¬
tions. Such a provision would be
contrary to the general policy
which has intervened, as an¬

nounced by the Congress in the
Public Debt Act of 1941. I would
recommend that S. 2822 be made
consistent with the general policy
in this respect.
"These recommendations have

been brought to the attention of
the Federal Deposit Insurance
Corporation and I am assured
there will be no difficulty in
working out the details.
"With the amendments which I

have suggested I believe the bill
will provide a desirable revision
in the light of experience and
prospects."

Los Angeles Exchange
Elects Three Govs.
LOS ANGELES, CALIF.—Elec¬

tion to the governing board of the
Los Angeles Stock Exchange of
McClarty Harbison, partner of
Harbison & Henderson; Emerson
B. Morgan, senior partner of
Morgan & Co., and Gerald C.

Lambert, President of Akin-
Lambert Co., Inc., was announced

following the organization's an¬
nual meeting of members at the
Stock Exchange Club.
The three new governors, who

were elected for three - year
terms, fill vacancies left by the
expiration of the terms of Carl L.
Barnes, partner of Morgan & Co.;
B. P. Lester, President of Lester
& Co., and Carl M. Purcell, part¬
ner and General Manager of
Barbour, Smith & Co.
Two of the new. governors,

Harbison and Lambert, have
served previously on the board.
Lambert was a member of the
governing board from 1935

through 1942 and again from 1944
through 1946. Harbison, who be¬
came a member of the Exchange
in 1925, was First Vice-President
and a member of the board from
1929 through 1931, was1 elected
President of the Exchange in 1932,
serving until August, 1946, when
he became the first Chairman of
the Exchange's governing board.
He retained the post until Jan¬
uary, 1947.
Morgan, who serves as a gov¬

ernor for the first time, headed
the Exchange's Arrangements
Committee during the 50th anni¬
versary celebration.

James ShackletonWilli
Aetna Securities
James H. Shackleton has be¬

come associated with Aetna Se¬
curities Corp., Ill Broadway,
New York City, as manager of the
retail sales department. Fie was

previously Vice-President of W. T.
Bonn & Co.

News About Banks
CONSOLIDATIONS
NEW BRANCHES

NEW OFFICERS, ETC.
REVISED

CAPITALIZATIONS

and Bankers

Alphonse A. LaPorte, Senior
Vice-President of the Dollar Sav¬
ings Bank of New York, was
elected President of the Savings
Bank Life Insurance Council at
its annual meeting on Jan. 18.
Richard A. Brennan, President,
Brevoort Savings Bank of Brook¬
lyn, was elected Vice-President.
Other officers of the Life Insur¬
ance Council are: Frederick H.

Morris, Empire City Savings Bank,
Secretary, and Robert L. Wass-
mer, Greater New York Savings
Bank, Treasurer. Members of the
Executive Committee are: Mau¬
rice Austin, Erie County Savings
Bank; Everett N. Hatch, Syra¬
cuse Savings Bank; Raymond K.
Meixsell, Troy Savings Bank;
Casimir J. F. Patrick, New York
Savings Bank, and Karl E. Kaatze,
Prudential Savings Bank.

i\*. :•<

Carroll M. Shanks, President
and a director of the Prudential
Insurance Co. of America, was
elected a director of Guaranty
Trust Co. of New York at a meet¬

ing of the bank's board held on
Jan. 18. He is also a director of
United States Guarantee Co., Pub-
lice Service Electric & Gas Co.,
Bigelow-Sanford Carpet Co., Inc.,
Fidelity Union Trust Co., Newark,
N. J., and Roper Realization Co.,
Norfolk, Va., and is a trustee of
Rutgers University and Wheaton
College. The election of Mr.
Shanks fills a vacancy in the
Guaranty board created by the
resignation of Robert T. Stevens,
who became a Class C director of
the Federal Reserve Bank of New
York and was designated Chair¬
man of the Board and Federal Re¬
serve Agent. The annual meet¬
ing of stockholders of Guaranty
Trust Co. held Jan. 18 was pre¬
sided over by L. Luther Cleve¬
land, Chairman of the Board.

Harvey D. Gibson, President of
Manufacturers Trust Co., of New
York, announces that the follow¬

ing members of the bank's Comp¬
trollers' Department have been
appointed Assistant Treasurers:
Franklyn A. Edwards, Peter A.
Flattery, Michael V. Lacey, John
F. Clausen, James C. Guerin and
John T. Williams.

i;« s\; #

Election of six new Vice-Presi¬

dents, four of whom are in charge
of branches was 1 announced on

Jan. 19 by Walter E. Kolb, Presi¬
dent of the Industrial Bank of
Commerce of New York, follow¬
ing the bank's annual board meet¬

ing. Election of a new director
and two other promotions were

also reported. Page Iiufty, the
newly elected director, is Chair¬
man of the Finance Committee of
Northeastern Insurance Co., a di¬
rector of Bell Aircraft, of the
First National Bank, Palm Beach,
and of the Union Trust Co., Wash¬
ington. The new Vice-Presidents
in charge of branches are: J. Grif¬
fin Coman, Elwood L. Martz,
Charles J. O'Donnell, and James
D. Vosler. At the bank's home
office, those named Vice-Presi¬
dents were Clarence C. Lyons,
formerly Assistant Vice-President
in the Consumer Loan Department,
and William J. Bennett, formerly
Assistant Vice-President in charge
of the Dealer Time Sales Division.
Also promoted at the home office
were Walter Roeser, former As¬
sistant Auditor to Assistant Treas¬
urer and Erik Wiberg, former As¬
sistant Treasurer to Assistant
Vice-President.

•s't

The stockholders of the Public
National Bank and Trust Co. of
New York at their annual meeting

on Jan. 17 approved a 10% stock
dividend voted by the directors on
Nov. 23. This dividend (which is
in addition to the regular quar¬

terly cash dividend) is to be dis¬
tributed on Feb. 1 to shareholders
of. record Jan. 20. E. Chester Ger-

sten, President of the bank, in his
annual report to the stockholders,
dated Jan. 9, pointed out that to
effectuate the payment of the
stock dividend, "the directors rec¬

ommended, subject to the ap¬
proval of the shareholders and the

Comptroller of the Currency, a
10% increase in the capital of the
bank by transferring 8962,500 from
undivided profits to capital. At
the same time," he said, "it is pro¬
posed that an additional sum of
$1,037,500 be transferred from
undivided profits to surplus, thus
increasing capital and surplus by
$2,000,000 to $24,000,000. This
proposal," it was added, "will ac¬

complish a twofold purpose: the
distribution of an additional divi¬
dend to the shareholders and a

further strengthening of the bank's
capital structure." Reference to
the action of the directors in No¬
vember was made in our issue of
Dec. 1, page 2204.

j
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The Fifth Avenue Branch of
The National City Bank of New
York was opened on Jan. 23 in
the new Crowell-Collier Building
at the corner of 51st Street and
Fifth Avenue. Formerly located
at 9 West 51st Street, where it was
called of Fifty-first Street Branch,
the new branch occupies the base¬
ment, ground floor and second
and third floors of Fifth Avenue's
latest and most modern office
structure. The building supplants
one of America's society land¬
marks of years ago—the 58-room
home of William H. Vanderbilt.
National City has drawn upon the
building and bank equipment in¬
dustries of the country to make
this New York's most modern and

conveniently appointed banking
premises. Decorating the North
and East walls of the main bank¬

ing floor are two full-color murals
by Francis Scott Bradford, depict¬
ing scenes from the early history
of New York. "Wall Street in
1812" is the subject of the mural
on the North wall. City Bank of
New York, which later became
The National City Bank of New
York, was founded at 52 Wall
Street in 1812. "The Elgin Bo¬
tanical Gardens," which occupied
the land adjacent to the new

Branch in 1812, is the subject of
the other mural.

Representatives of National
City's trust affiliate, City Bank
Farmers Trust Co., will be at the
Branch to provide trust services.
Charles C. Jordan, Vice-President,
who has 27 years experience with
the Trust Co., will direct its ac¬

tivities at the new branch. Estab¬
lished in 1822, City Bank Farmers
Trust Co. is America's oldest trust

company.
# u'

Harvey L. Schwamm, formerly
President of the National Bronx
Bank of New York, at 369 East
149th Street, was elected President
of the Pan American Trust Co. of
New York at the organization
meeting held Jan. 18, and John
B. Glenn, former President, was

elected Chairman of the Board.
At the annual meeting of stock¬
holders of the Pan American Trust

Co. on Jan. 18 the application to
change the bank's name from Pan
American Trust Co. to American
Trust Co. was ratified with the

effective date scheduled for Feb. 1.
Mr. Schwamm, who purchased
control of the Pan American Trust

Co. last. October, stated that thr
change in name is the first step o:t
an extensive program to expand
the scope of its existing banking,
facilities. Other phases of thin
program include an increase in
capital followed by establishment
of municipal bond, mortgage, pen-
sion and corporate trust, thrift
and personal loan departments
Special emphasis will be placed on
term loans in cooperation with
insurance c o m panie s, Mr.
Schwamm said. Foreign facilities
of the bank are being equally ex¬
panded, Deposits as of Dec. 31
1949 lotaled $16,308,913. The Na¬
tional Bronx Bank, as indicated in
our issue of Dec. 22, page 2493,
was taken over by the Manufac¬
turers Trust Co.. and all the bank':,
offices are operated as branches
of the trust company.

t;t # s;«

A retirement plan for eligible-
members of the staff of the East
River Savings Bank of New York
has been approved by the Board
of Trustees, it was announced on

Jan. 16 by Joseph A. Broderick,
President. The Officers' Retire¬
ment Committee has been given
authorization to sign the contract
which became effective Jan. 1,
this year. Of the 210 eligible staff
members, 208 have indicated that
they will participate in the plan.
Accumulated liability, covering
past service for these members,
will be paid by the bank. There¬
after, the bank will pay approxi¬
mately two-thirds of the cost of
future benefits up to a fixed max¬
imum benefit. In order to obtain
maximum security for the staff
members, the benefits of the plan
will be provided under a Group
Annuity Contract issued by The
Equitable Life Assurance Society
of the United States. This is the
first time since the early 1930's,
it is stated, that a savings bank
plan has been underwritten by an
insurance company under the per¬
missive features of the Banking
Law of the State of New York.

.' C» $ tjs

Charles Kitlitz has been ap¬
pointed an Assistant Vice-Presi¬
dent of the Lafayette National
Bank of Brooklyn in New York,
according to Walter Jeffreys Car-
lin, President, Mr. Kitlitz has
been associated with the bank for
the past nine years and was for¬
merly head of the loan and dis¬
count department and Assistant
Cashier.

•sje « # -| •

Reginald Gosling, head teller at
the company's main office, was
elected President of the 25-Year
Club of the Brooklyn Trust Co.
of Brooklyn, N. Y„ for the en¬

suing year, and Cornelius R. Van-
derveer, Manager of the Nassau
office, was elected Vice-President,
at the annual meeting of the club
held Thursday evening Jan. 19 at
the Towers Hotel in Brooklyn.
Miss Ivlollie C. Rowley of the Ja¬
maica office was re-elected Sec¬
retary. Seven new members were

admitted, bringing total member¬
ship to 92. All persons employed
by the company 25 years or more
are eligible for membership in the
club. George V. McLaughlin,
President of the company, spoke
at the meeting, and George A.
Barnewall. Executive Vice-Presi¬
dent, distributed silver sandwich

trays and membership buttons to
the new members.

fjs $ sjt

James D. Iieffernan has been
appointed Vice-President and
Trust Officer at Lincoln National
Bank & Trust Co. of Syracuse,
N. Y„ and Walter L. Plume and
William F. Jenkins have been
named Assistant Cashiers. The an¬

nouncement was made on Jan. 10
by Warren B. Unbehend, Presi¬
dent of Lincoln Bank, following
the annual organizational meeting
of the directors. Lincoln National
Bank & Trust Co., which is cele¬
brating its 20th Anniversary this
month, has been led by two
Presidents during its history. Wil-

Continued on page 32
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liam T. McCaffery, the bank's
first President, headed the or¬

ganization from its opening date,
Jan. 2, 1930, until his death, March
33, 1939. Four months later, June
13, 1939, Mr. Unbehend, who had
been Vice-President under Mr.

McCaffery, was named to succeed
him. President Unbehend in his
annual report to the stockholders
on Jan. 10 of this year stated that
at the year-end total assets were
at an all-time high of $56,918,783.
Deposits were $52,302,223. John
W. Snyder, Secretary of Treasury,
was the guest of honor at the Lin¬
coln Bank's 20th Anniversary din¬
ner held at the Syracuse Hotel
Jan. 16. As guest of honor at the
anniversary banquet, Mr. Snyder
addressed more than 500 em¬

ployees and friends of the bank.
.1: * *

The directors of the National
Commercial Bank & Trust Co. of
Albany, N. Y. on Jan. 17 named
Frank Wells McCabe to the post
of Executive Vice-President of
the bank. Mr. McCabe, previously
Vice-President, assumes in his
new post the office which had
been held by Herbert J. Kneip at
the time of his election as Presi¬
dent in 1941.

* * *

At a meeting of the directors of
the State Street Trust Co., Boston,
on Jan. 16, the following were
elected Assistant Treasurers: Lu¬
cius H. Groves, Louis A. Miller,
Randolph W. Parker, Maurice L.
Walsh and Harry H. Colburn.
Nelson S. Bartlett, Jr. was elected
Assistant Trust Officer.

* * »i*

The Essex Trust Co. of Lynn,

Mass., announces the election on
Jan. 9 of the following officers:
Chairman of the Board—H. Morris
Kelley; President— Thomas D.
Chatfield; Vice-President— John
L. Hannan; Treasurer and Trust
Officer—Arthur H. McGovern; As¬
sistant Treasurers— William H.
Pigott and J. Frank Miller.

*

Ernest P. Patten, Vice-Pres¬
ident; J. Sherman Byland, Secre¬
tary and Treasurer, and Miss
Jennie Wikoff, secretary to Mr.
Patten, of the Summit Trust Co.,
Summit, N. J., retired under the
bank's retirement plan on Jan. 1
and were honored at a dinner.
The President, Lawrence J. Mac-
Gregor presented television sets
to Mr. Patten and Mr. Byland and
a combination radio and record
player to Miss Wikoff. Mr. Pat¬
ten served 32 years and Mr. By-
land 48 years, while. Miss Wikoff
entered the bank's employ in
1923. Mrs. Marie Vreeland, who
retired from the bank in 1948, was
one of the celebrants at the din¬
ner.

* * *

Harry L. Walters, Corporate
Trust Officer has been elected
Vice-President of Girard Trust
Co. of Philadelphia in charge of
the corporate trust, pension and
profit-sharing departments, ac¬
cording to the Philadelphia "In¬
quirer" of Jan. 9. The same ad¬
vices added: "The bank, at the
same time, also announced the
following promotions: James J.
McHugh, Jr., Assistant Real Es¬
tate Officer, to Assistant Treas¬
urer and assigned to the banking
department; J. Milton Scattergood,
commercial loan division, and
Harold Carter, Manager of For¬
eign Department, to Assistant
Treasurers.

directorship in the bank to which
ae was elected on Jan. 10.

* ♦ ♦

Beverly H. Mercer, First Vice-
President of the Fidelity and De¬
posit Company of Maryland, ai;
Baltimore, was named on Jan. 11
to succeed Frank A. Bach as
President of the company, fol¬
lowing the latter's retirement on
Feb. 1. Mr. Mercer has been
associated with the F. & D. since
1911; by 1920, he had risen to the
position of a division superintend¬
ent and in 1929 he was made man

ager of the judicial department
He was elected a Vice-President
of the company in 1933 and re¬
mained in active charge of the
judicial department until 1941,
when he was made assistant to
President Bach. He was electee
Second Vice-President in 1944 and
two years later was made a di¬
rector. He was advanced to the
First Vice-Presidency in Feb¬
ruary, 1948, and shortly after was
elected a member of the Execu¬
tive Committee of the board. For
many years he has been a mem¬
ber of the Executive Committee
of the Surety Association of
America. Mr. Bach's retirement,
after nearly 48 years of service
with the F. & D., is in accordance
with the provisions of a retire¬
ment plan adopted on his recom¬
mendation in December, 1944; he
will continue with the F. & D. as

a director and member of the
Executive

board.

Committee of the

At a meeting of the directors
of the Tradesmens National Bank
and Trust Company of Philadel¬
phia on Jan. 13 George W. Geuder,
formerly Assistant Vice-President,
was elected to the office of Cash¬
ier. Mr. Geuder will replace as

Cashier Howard E. Deily who
will, however, retain his office as
Vice-President in addition to his

Charles F. Morrison, Jr. was

elected Second Vice-President of
he Equitable Trust Co. of Balti
nore, Md. at a meeting of direc¬
tors on Jan. 10, according to the
3altimore "Sun" which states that
Mr. Morrison has been associated
with the Equitable since 1941. At
/he same meeting, Leonard A.
Wennagel was named an Assistant
Secretary-Assistant Treasurer, and
James H. Lindsay also was named
an Assistant Secretary-Assistant
Treasurer. Mr. Wennagel has been
with the Equitable since 1934, and
Mr. Lindsay since 1936.

♦ • •

Lacy I. Rice, of Martinsburg, W.
Va., has been appointed a director
of the Baltimore branch of the
Federal Reserve Bank of Rich¬
mond, it was stated in the Balti¬
more "Sun" of Dec. 31, which
stated that his 3-year term would
be effective Jan. 1. He succeeds
George Moore, of Clarksburg, W.
Va., whose term expired. Mr. Rice
for a number of years was Presi¬
dent of the Berkeley Woolen Co.
of Martinsburg. He is a former
President of the West Virginia
Chamber of Commerce.

At the directors' meeting fol¬
lowing the annual stockholders'
meeting of The Cleveland Trust
Co. of Cleveland, Ohio, on Jan. 18,
Natwin V. Rippner, Trust Officer,
and Edward T. Bartlett, Assistant
Vice-President, were promoted to
Vice-Presidents; C. F. McFrede-
rick, Corporate Trust Securities
Officer, and Nelson Friedman,
Estates Planning Division, were
elected Assistant Trust Officers,
end Clayton W. Singler, Comp¬
troller's Department, was named
Assistant Comptroller. Mr. Ripp¬
ner joined the bank as a messenger
in the estates department in 1916,
and has spent practically his en¬
tire banking career in that divi¬
sion. Mr. Bartlett has been with
the bank since 1934. Mr. McFred-
erick joined the corporate trust
department of the bank and has
been with that division for more

than 21 years. Mr. Friedman
joined the bank in 1937 as a clerk
in the estates department. Mr.
Singler has been with the bank
26 years.

* * *

Stockholders of the Chicago
Title and Trust Co. of Chicago,

111., at their annual meeting on
Jan 9 elected Forest DeWitt Sief-
kin to the board of directors. Mr.
Siefkin has been Vice-President of
International Harvester Co. since
1944 and Vice-President and Gen¬
eral Counsel since 1946. He is also
director of J. Capps and Sons,
Ltd., of Jacksonville, 111., of the
Chicago Association of Commerce
and Industry, and is a Trustee of
Illinois College.

i',t fa *

At their annual meeting on Jan.
10, the stockholders of The First
National Bank of Chicago, 111., re¬
elected all present directors with
the exception of George G. Thorp,
who retired because of ill-health.
New directors elected were Harry
C. Murphy, President, Chicago,
Burlington & Quincy RR. Co., and
James F. Oates, Jr., Chairman,
Peoples Gas Light & Coke Co.
Following the subsequent meeting
of the board, a number of pro¬
motions in the official staff and
the election of new officers were

announced by Edward E. Brown,
Chairman of the board. Homer J.

Livingston, Vice-President, was
elected President, succeeding
Bentley G, McCloud, who retires
from the bank as an active officer,
but who continues as a director
and member of * the Executive
Committee.

Edward F. Blettner, Jr., Bentley
G. McCloud, Jr., Martin O. Mc-
Kevitt and Chester G. Weston.
Assistant Vice-Presidents, were

promoted to Vice - Presidents.
Howard S. Alsip, Charles A.
Aspinwall, Jr., Edward Decker,
Alfred E. Langenbach and John
A. Overlook, Assistant Cashiers,
were promoted to Assistant Vice-
Presidents, and James P. Baxter,
Assistant Cashier in the com¬

mercial department,^ was trans¬
ferred to the trust department and
elected an Assistant Trust Officer.
New officers elected were: David
NY Heslar, Robert L. Heymann,
Alvin C/ Johnson, Edgar M. Mc-
Kinstery and Henry Neamann,
Assistant Cashiers; Robert R.
Manchester, Assistant Trust Offi¬
cer; Graydon C. Nauman, Assis¬
tant Secretary.
Mr. Brown also announced that

the directors authorized the trans¬
fer on Jan. 10 of $5,000,000 from
undivided profits account to the
surplus. This transfer, with a
similar transfer of $2,500,000
made on Dec. 31, 1949, increases
the surplus account to $75,000,000,
an amount equal to the $75,000,-
000 capital stockk.
Mr. McCloud, who retires as

President of the First National,
started his career in the bank in
1903, according to the Chicago
"Tribune," which said:
"He left in 1911 to work as

Examiner for the Clearing House
and subsequently as an officer of
the Federal Reserve Bank of Chi¬
cago. In 1911, he went to the
Union Trust Co. as Vice-President
and became a Vice-President of
First National in 1929 when the
two institutions merged. He was

elected President in 1945 when
Edward E. Brown was elected to
his present position of Chairman."

!!: *

Mark A. Brown was elected
President of the Harris Trust and
Savings Bank of Chicago on Jan.
11 at the meeting of directors fol¬
lowing the annual stockholders'
meeting. He succeeds as Pres¬
ident, Paul S. Russell, who died
at the age of 56 years on Jan. 8.
Guy E. Reed, formerly Vice-
President, was elected Executive
Vice-President. Mr. Brown came

to the Harris Trust and Savings
Bank as Vice-President in 1928.
He was made a director of the
Dank in 1942 and elected Exec¬
utive Vice-President in 1946. He
is a director of the Chicago, Rock
Island & Pacific RR., Bell &
Howell Co., J.-M. Leach Mfg. Co.,
Globe American Corp., Shell

American Petroleum, Medallic Art

Co. and a Trustee of Wabash Col¬

lege. In 1943, Mr. Brown was

President of the Reserve City
Bankers Association.
Mr. Reed came to the Harris

Trust in 1923. He was elected
Vice-President in 1928 and made
a director of the bank in 1946. He
is a Trustee of the University of
Nebraska Foundation; also a
Trustee of Wells College, Chair¬
man of the American Library
Association Endowment Trustees
and a Director of the Chicago
Association of Commerce.

* it ❖

At the directors' annual meet¬
ing of the La Salle National Bank
of Chicago, held on Jan. 10, Dan¬
iel C. Kemp was elected Assistant
Trust Officer. All other officers
were reappointed. Mr. Kemp has
been associated with the Metro
politan Trust Company in a sim
ilar capacity for the past three
years. A graduate of Knox Col
lege and University of Michigan
Law School, he engaged in private
law practice until 1943 when he
went to Washington as Chief
Counsel and Price Executive of
the Solid Fuels Price Branch of
the OPA.

1 ij: - sit

Effective Dec. 15, the Mutual
National Bank of Chicago in¬
creased its capital from $500,000
to $600,000 by a stock dividend of
$100,000.

sit' si:

A. G. Caspar, Cashier of the
First National Bank of Milwaukee,
Wis., died on Dec. 27 at the age
of 69 years. According to the
Milwaukee "Journal," Mr. Caspar
began his banking career as a
messenger boy in the First Wis¬
consin more than 51 years ago; in
1908 he was appointed Auditor
and in 1914 he became Assistant
Cashier; six years later, says the
"Journal," he became Cashier.
For many years, it is added, he
was Chairman of the Rules Com¬
mittee of the Milwaukee Clearing
House Association, and was active
in the Wisconsin Bankers' Asso¬
ciation.

"
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The Commercial National Bank
of Kansas City, Kansas announces
the addition to its board of direc¬
tors of Leon T. Mart, President,
The Marley Co., Inc., and Clar¬
ence E. Falconer of the Falconer
Furniture Co.

• ' ❖ ' t- *

Seven promotions of bank per¬
sonnel were authorized by the di¬
rectors of the Mercantile-Com¬
merce Bank and Trust 'Co. of St.
Louis at its annual meeting on

Jan. 12. Newell S. Knight, Man¬
ager of the bond department, was
elected a Vice-President He came

to Mercantile-Commerce as Man¬
ager of the bond department May
1, 1944 from Barcus, Kindred &
Co., Chicago; Thomas L. Ray,
Assistant Manager, bond depart¬
ment, appointed Assistant Vice-
President, became associated with
the Mercantile-Commerce on Dec.
3, 1945, and was appointed Assist¬
ant Manager of the bond depart¬
ment in January, 1948. William
W. Hibberd, Statistician of the
bond department, was also ap¬
pointed Assistant Vice-President
of the/Mercantile-Commerce on

Jan. 12. A graduate of Wharton
School, he was employed as clerk
and general assistant in the insti¬
tution's New York office on March
25, 1935, and was appointed New
York Representative in June, 1941.
Following World War II he re¬
turned to the bank as Statistician,
bond department, in November,
1945. -|

Herbert F. Thomas and Robert
L. Doelling have been appointed
Assistant Trust Officers. Gerard
K. Sandweg, appointed Assistant
Secretary; Joseph A. Ostermueller,
appointed Assistant Cashier. - •

* * *

The Caleasieu-Marine National
Bank of Lake Charles, La. has in¬
creased its capital from $750,000
to $1,000,000 by a stock dividend
of $250,000. The new capital be¬
came effective Dec. 12, according
to a recent Bulletin of the Office

of the Comptroller of the Cur¬
rency.

.

, ' »Jt * tje , 'i *,

The directors of The National
Bank of Commerce in New Or¬
leans announce the election of
Oliver G. Lucas as Chairman of
the Board and Dale Graham as

President.
St ♦ :fc

The election of Frank H. Schmidt
as President of California Trust
Co. of Los Angeles was announced
Jan. 12 following the annual meet¬
ing of the re-elected board of di¬
rectors. Mr. Schmidt, formerly
Executive Vice-President, suc¬

ceeds Frank L. King who was

elevated to the post of Chairman
of the Board. Amember of the trust
company's staff since October,
1926, Mr. Schmidt has held various
official positions in the company,

including that of Trust Officer
and Vice-P resident, and was

elected Executive Vice-President
in December, 1946. Mr. Schmidt
held positions in Omaha and Lin¬
coln, Neb., banks before coming
to California in 1925 to enter the
employ of California Bank that
year. He is First Vice-Chairman
of the California Bankers Associa¬
tion's Trust Division and a mem¬

ber of the Executive Committee
of the Trust Division of the Amer¬
ican Bankers Association. He is
also a member of the State Bar
of California and the Los Angeles
Bar Association. Mr. King, new

Chairman of the Board of the
California Trust, is President of
California Bank of which Cali¬
fornia Trust Co. is a wholly owned
affiliate.

* * *

At the annual meeting of the
United States National Bank of
Portland, Ore on Jan. 10 George
A. D. Kerr was elected a Vice-
President. W. B. Allyn, Edward
B. Cosgriff and Lester G. Tamiesie
were named Assistant Cashiers.
Mr. Kerr joined the staff of the
bank in 1933. After war service,
he returned to the institution and
was named an Assistant Vice-
President in 1947. Mr. Allyn has
been with the bank since 1946.
Mr. Cosgriff, who has served in
The Dalles Branch and the head

office, started with United States
National in 1938. Mr. Tamiesie

joined the staff in 1946.
* * * »

E. P. Taylor, C. M. G.. A. E.
Grauer and Colin W. Webster
have been elected directors of The
Royal Bank of Canada, head of¬
fice Montreal. Mr. Taylor is
Chairman of the board of Cana¬
dian Breweries, Ltd., Canadian
Food Products Ltd. and Dominion

Malting Co. Ltd., He is also Pres¬
ident, British * Columbia Forest
Products Ltd. and a director of

Massey - Harris Company Ltd.,
McColl-Frontenac Oil Company
Ltd., Dominion Tar & Chemical
Co. Ltd., etc. Mr. Grauer is
President and Chairman of the
Board of Directors British Col¬
umbia Electric Co. Ltd. and its
subsidiaries. He is also a director
of the Montreal Trust Company
and J. Grauer & Sons Ltd. Mr.;
Webster is President of the Ca¬
nadian Import Company, Vice-
President of the Imperial Trust
Company and a director of Mas-

sey-Harris Co., Dominion Steel &
Coal Corp., Canadian Car &

Foundry Co. Ltd., International
Paints. (Canada) Ltd. and other
companies.

Minneapolis Assoc. Add ■

(Special to The Financial Chronicle) , t

MINNEAPOLIS, MINN.—
Minneapolis Associates, Inc., Rand ,

Tower, have added to their staff
Forrest T. Anderson, Lawrence J.'
Gleason, John O. Harvey, Henry
A. Jensen, Howard McLean, John,
P. Mitchell, Albert I. Ogawa, •.

Avald M. Ogren, Nels T. Olson,
Andrew E. Reardon, and Joseph
P. Reintjes. -
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AsWe See It
daily increases the hazards by which we are confronted
and the difficulty of extricating ourselves without serious
loss—extricating ourselves from precisely the same in¬
volvements in which the British find themselves. We

submit, therefore, that the warning words of Mr. Churchill
to the British public last week, although uttered without
thought of this country, have a message for us as well.

Said the wartime Prime Minister:

"Will you simply go on melting down the treasures of
the past and shrug your shoulders at the perils of the
future? If so, a terrible awakening lies not so far ahead.
It will not be only world fame and power which will pass
from Britain but the loiig-treasured theme of British his¬
tory, and British greatness will be broken.

"I am sure it is not too late for our nation to lift itself
above its troubles and resume, amid world-wide thanks¬
giving, its share in guiding the upward march of man.

"But if we should sink into mere materialism and

petty calculations of immediate personal advantage and
fleeting gain it will not only be our reputation which will
perish but our power to keep ourselves independent and.
alive. Class quarrels, endless party strife on a background
of apathy, indifference and bewilderment will lead us all
to ruin.

I "Only a new surge of impulse can win us back the
glorious ascendancy which we gained in the struggle for
right and freedom and for which our forebears had nerved
our hearts down the long aisles of time.

"Let us make a supreme effort to surmount our dan¬
gers. Let faith, not appetite, guide our steps. There still
remain forces in our island that can bring all our true
glories back and lift our people once again to the vanguard
of Christian civilization to revive and save our world."

The problem of keeping ourselves independent
(in an international sense) and alive, is of course not so
desperately urgent in this country as it is in battered
Britain, but the danger to our economic progress is
far more definitely threatened than most of us

imagine. And whatever the vote-seeker may have to
say about "materialism," "humanitarianism". and the
like, the fact is that over the years no nation's inde¬
pendence is indefinitely secure when it is not moving
forward in an economic sense. Let us not look with

pitying eye upon the political struggle that is about
to begin in Britain or upon the results, should they be
adverse to progress, in the vain imaginings that we
have no such problems on this side of the Atlantic.

The Same Issues

Whatever the precise program of the Conservatives
in Britain, whatever meaning is to be read into the party's
manifesto, and whether or not it will be possible as time
goes on to feel certain that a change in control in that
unhappy land would in fact bring a drastic alteration in
basic policy, it is a fact beyond cavil that Mr. Churchill
in his opening gun of the campaign has laid bare some of
the issues which should be decided in the forthcoming
election. "The practical question we have to settle now,"
said Mr. Churchill, "is whether we shall take another

plunge into state ownership and state control or whether
we shall restore a greater measure of freedom of choice
and action to our people and productive fertility and
variety to our industry."

He would be naive indeed who supposed that
merely because we have not as yet proceeded as far
as Britain in inflicting state ownership or state control
of business upon ourselves, the steps that we have
taken do not raise these same questions and pose these
same decisions with the same ultimate penalty for
ignoring them. It is merely that we have proceeded
somewhat differently, employ different words, and
have so far been more leisurely in our travels along
these same highways.

Time Is Running Out

Fortunately, we have much more fat on which to
live while we make up our minds to go to work, as we must,
than has Britain. This latter country, as the wartime
leader remarks, is "a highly artificial community, bal¬
anced precariously at a high level of well-being which,
before the war, was superior to anything in Europe but
whose means of existence have been seriously yet not
irreparably undermined by changes in the surrounding
world and also by the actions of our Government during
these last critical and difficult years." We can, of course,
delay proper decisions for a time without the catastrophic

results which Britain must expect if it dallies for an equal
period of time. But let us not suppose that, for that reason,
we can defer such decisions at all without heavy cost to
ourselves, or that we can for a long period neglect them
and escape the situation in which Britain finds herself
today.

Now all this has a peculiar pertinence in this
country by reason of the fact that we as a people will
also this year be called to the polls. Consciousness of
this fact is evident everywhere, in Washington. To
date the maneuvering has been of the familiar politi¬
cal jockeying for position. We can only hope that it
will presently take on a more constructive and states¬
manlike character. The governing body (if it has one,
really) of the Republican party is said to be engaged
at the present time in laying out a really constructive
program free of "me-too-ism." We can only hope
that it lives up to its promises. For the present we
can only add that we wish we could discern more dis¬
position in Congress to clarify and make really con¬
structive the position of the opposition.

Continued from page 9

The Retail Outlook
small change in aggregate dispos¬
able income in 1950. While there
are some forecasts of a small in¬

crease; the weight of opinion in¬
dicates a moderate decline, largely
concentrated in the second half of
the year. When these estimates
and other factors are carefully
weighed, a conservative guess at
this time would be that total re¬

tail triple in 1950 will be about
3% or 4% less than in 1949. Some
branches of the retail trade will
make better showings than the
general average, but the broader
trend seems slightly downward.
Estimates for the first half give
great weight to the veterans' in¬
surance dividend and quite pos¬

sibly there is some over-estima¬
tion of its stimulating effects upon
the retail trades. Unlike other
similar distributions, it does not
come at a time when consumer

inventories are at depleted levels.

Lower Prices and Retail Volume

Changes in the dollar volume of
retail sales are affected by the
movements of the price level.
During the past half of 1949, re¬
tail prices averaged 4% to 5%
below the levels of Ihe same per¬
iod in 1948. If the level of prices
remains about the same as in re¬

cent months, these trades will be
operating on an average price
level about 2% lower than in the
first half of 1949. There are some

branches of retailing, of course,
that have larger price handicaps
than the general average. Keener
price competition is widely ex¬

pected and the downward price
pressures are likely to increase
during the year. The modest de¬
cline in retail trade, as here pro¬

jected, will arise principally from
slightly lower prices for a broad
range of soft and hard goods.
Physical volume should hold fairly
well.

Status Retail Inventories

The indicated price trend raises
some question about the status of
retail inventories. We do not have

wholly adequate statistics of ag¬
gregate retail inventories. How¬
ever, the latest official figures
showed total retail inventories to
be about 3% lower than one yetlr
ago. The totals for durable goods
were about 4% higher; and the
non-durables were about 7%

lower. The increase for durable

goods may be partly due to larger
stocks of the automotive groups,

but the decline in the stocks of

non-durable goods stores seems to

be about in line with the average

difference in prices. No very great

change in the situation is indicated

for the year end. Generally, in¬
ventories have been maintained in

Retail Inventory Policies
Inventory policies of merchants

promise to remain conservative
for a long period ahead. The era
of merchandise shortages has long
since passed. While there will
continue to be scattered instances
of temporary tightness of supplies,
there are now no compelling rea¬
sons for high stocks and heavy
advance commitments. Consumer
inventories have been restored to
normal levels. Moreover, our pro¬
ductive capacity has grown rap¬
idly in recent years and the prob¬
lem of finding markets at satis¬
factory prices for our added out¬
put will doubtless become more

important as the year progresses.

Higher Turnover Objectives
One of the significant reasons

for the relative smoothness of the
business readjustment in 1949 was

the early recognition of the dan¬
gers in inventory speculation. The
experiences of 1919-20 were well
remembered and widely publi¬
cized. Toward the middle of 1946.
the department store trade be¬
came deeply concerned about the
large increase in its outstanding
orders which, in July of thai
year, represented more than four
months' sales. They have since
been sharply reduced, and our
most recent figures indicate ad¬
vance coverage of less than 40
days. Inventories have also been
watched carefully, but the sudden
drop in sales in the closing months
of 1948 resulted in some excess

inventories which were later
worked off by higher than normal
markclowns. For many months, im¬
provement in merchandise turn¬
over has bulked large in trade
discussions. It will continue to be
a major merchandising objective
in this and other branches of the
retail trade in 1950.

Profit Outlook

Many branches of the retail
trades had quite unsatisfactory
profit showings in 1949. Declin¬
ing sales, lower gross margins and
continued high operating expenses
were quickly reflected in smaller
net earnings. The near-term out¬
look is now somewhat more fa¬

vorable, but the year 1950 is likely
to be another testing period in
which the big "C," capacity, will
be particularly important. It is
somewhat difficult to generalize
for many varied types of retail
trade, but perhaps we can gain a
little better understanding of the
broad nature of retail problems
from the department store field.

Gross Margin and Expense
Problems

In addition to the need for bet¬

ter turnover, department store
merchants are concerned about

satisfactory ratio to current sales, prevailing gross margins and high

operating expenses. Even if sales
are reasonably well maintained,,
satisfactory profits cannot be ob¬
tained without improvement in
these factors. The latest annual
survey of department store oper¬
ating results states that: "In 1943,
the segment of the consumer dol¬
lar retained by the department
store* as gross margin was smaller
than in any other year of the last
ten, and the difference from the
1947 figure was more statistical
than real."2 This same report
showed that initial markon had
fallen somewhat below prewar

levels, markdowns were higher
than historical experience and
discounts had not returned to pre¬
war levels.3 The adverse trends

continued in 1949.

High "Break-Even" Points

Fixed expenses are very high
in retail operations and relatively
small declines in sales volume
have disproportionate effects on.

net earnings. Intelligent expense
reduction is often a slow and dif¬
ficult process. Like other busi¬
nesses, the retail trades now have
much higher "break-even" points
than before the war. During 194^,
there were many merchants who
operated uncomfortably close to
these danger levels. During the
long period of expanding sales,
certain laxities in expense control
crept into operations. These are
now being corrected.

High Labor Costs

In department stores, payroll,
costs are more than one-half of

operating expense. This expense
has more than doubled in the pe¬
riod since 1939. For a representa¬
tive group of department stores,
total expenses per transaction
were 75 cents in 1939 and $1-4(11
in 1948. In the same period the
average gross sale rose from $2.33
to $4.70. A small decline in av¬

erage check is therefore especially
significant. Transactions per man,
hour have been declining since
1945; and, in 1948, they were only
slightly better than in 1940. In
manufacturing, the flow of mate¬
rials^ to a machine can be con¬

trolled, but in retailing there Is
no such control of customer flow*
The possibilities of higher pro¬
ductivity per selling hour are in¬
herently limited by the nature of
the retail operation.

Efficiency Efforts

These comments are not in¬
tended to paint a gloomy picture
of the outlook for retail profits;,
but they do indicate why good
management is now exerting ail
possible effort to recapture those
efficiencies of operation whied
were lost or seriously impaired
during the great expansion. They
throw some light on the urgency
of better promotional and other
selling efforts and the reasons for
greater competitive pressures on
prices. It is well likewise to re¬
member that, in the retail trades,
there are an unusual number of

marginal businesses which wiJ-i
face special difficulties in a period
of lower prices and intensified
competition.

Reasonably Good 1950 Prospects
In these troubled postwar year?

when economic visibility is stiil
low and when random factors can

easily upset the most careful ap¬
praisals of the outlook, perhaps
there ought to be a standard
hedge clause for all who speculate
about the business future. But for

this audience that is hardly nee- 1
essary. It continuously deals in.
futures. Very possibly, we could
find substantial agreement here
that 1950 will turn out to be a

difficult but reasonably good year.

2 Malcolm P. McNair, Operating Re.
suits of Department and Specialty Stores:
in 1948 < Harvard University Graduate
School of Business Administration, Cam¬
bridge, Mass., 1949). page 11.

3 Ibid, page 12i
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The Security I Like Best

James K. Miller

up I feel that American will have
the advantage of diversification
of products not previously en¬

joyed. The market for the prod¬
uct of both companies will im¬
prove over the years to come from
the expanding of industry and the
public demand for air condition¬
ing. With this in mind the com¬

pany should grow and earnings
improve to the extent that better
earnings will justify the payment
of larger dividends, resulting in
higher bids for American. The
stock is traded over-the-counter
and can be classed in the invest¬
ment medium, and particularly at¬
tractive to individuals who seek

good yield with a fair degree of
safety.

JAMES K. MILLER

The Dominion Securities Corp.,
New York City

The securities which I like best
are Canadian Government bonds

payable both as to principal and
interest in Canadian dollars only

ciiiu purchased
with United

States dollars.

In my opin-
i o n devalua¬
tion of ster¬

ling last Sep-
t e m ber r e-

moved much

of the uncer¬

tainty which
for several
months prior
thereto over¬

hung the mar¬

ket for inter¬
nal Canadian

bonds in the

United States.
The Canadian Government's sim¬

ultaneous decision to devalue its

currency 9%% in terms of U. S.
dollars, I believe went a long way
toward clarifying the uncertain
position of the Canadian dollar.
It is in the light of these de¬

velopments and on the basis of
Canada's sound and improving
economic position that I favor the
above mentioned bonds. Various
Canadian Government internal
3% issues, maturing between 1960
and 1966, sell in Canada around
102%, and today may be pur¬
chased in this country at a U. S.
price of about 90%.
V After adjusting for the 9y2%
official discount on Canadian dol¬

lars, which in effect, reduces the
interest coupon to $27.15 per$l,000,
a current or stock yield of 3% is
obtainable. This yield, of course,
disregards the effect of any

change in the official exchange
rate which may take place prior
to the maturity of the bonds.
However, in my opinion, the very
recent development of oil and
other natural resources in Canada

would indicate that Canada's cur¬

rency should strengthen rather
than weaken before 1960.

The price of 90% U. S. is ar¬

rived at by acquiring Canadian
dollars in New York at the un¬

official discount of 11%% and

purchasing the bonds in Canada
as a "registered transaction" in
accordance with the regulation of
the Foreign Exchange Control
Board. Such registration gives
the holder the privilege of sell¬
ing bonds in the Canadian market
at any time in the future and con¬

verting the Canadian dollar pro¬

ceeds in New York at the then

prevailing unofficial exchange
rate. As a result the buyer is not
in any way dependent on day to
day markets in New York for
Canadian internal payment is¬
sues.

Alternatively, the same issue
could be purchased in New York
as an "unregistered or arbitrage
transaction" at about 89% New
York funds compared with the
105% price in Canada. While such a
purchase would be one point
cheaper than under the first

method, the buyer would be en¬
tirely dependent on the New York
market for Canadian payment
bonds. In my opinion purchase
today as a "registered transac¬
tion" at a one point additional
cost is well-justified. As a mat¬
ter of academic interest, a spread
of as much as 15 points between
me free dollar and arbitrage dis¬
counts existed in 1940 before cur¬

rent trading practices had been
developed and in recent years a

spread of 6 points has existed sev¬
eral times.

Incidentally the time may come

when it might be propitious to
switch your "registered" to "un¬
registered" bonds. For instance,
a five or six point spread, which
would represent almost two years'
interest, could prove attractive.
Some have completed switches of
this kind in past years to their
material advantage.

However, please do not look at
this propostion only from the
side of the 3% current return
stated above. The only conserv¬

ative way to consider it is to
realize that by buying these bonds
you are actually taking a position
in foreign exchange. In reality,
with Dominion internal 3s selling
in Canada at 102% and in New
York at 90%, you are 'buying
Canadian dollars at the equivalent
of 11%% discount. In order to
earn an actual 3% bond yield, all
coupons would have to be cashed
at 91/2% discount and the open
rate prevailing when the bond
principal is paid would have to be
914% discount so that you would
recover your original purchase
price in U. S. dollars.
Coincidentally, I believe that a

strong bond market prevails in
Canada and, in addition, that as
time passes Canadian Govern¬
ment obligations will recover
much of their former popularity
in this market. If these opinions
are sound, an investment in in¬
ternal pay Canadian Government

1 obligations here may prove to be
subject to fewer market hazards
than a commitment in many other
bonds now available in the U. S.
domestic market.

MAX WINKLER

Partner, Bernard, Winkler & Co.,
New York City

Complying with a request to
name my "favorite security," en¬
tails a number of problems the
most significant of which is the
fact that what

may be your
"favorite" to¬

day, may not
be so tomor-

row or the

day after.
Events now¬

aday s move
with such

rapidity that
an opinion
expressed one

day may be
perfectly
sound on the
basis of what
one may

know on that

particular day, but may be as in¬
valid later, and those who accept
the earlier'judgment may never

forgetwhat transpired subsequent¬
ly. Hence Lloyd George's famous
saying: "My speeches are my

greatest enemy."
When I speak of a "favorite"

security, I do so because I feel
that it is likely to remain a "fa¬
vorite" for some time, because of
its admittedly inherent value, and
that the likelihood of enhance-

| ment in price is greater than the
!

possibility of a market recession.
The issue I have in mind is the
United Kingdom Funding 4s,
1960-90 at current price of about
35, i.e., $350 per £200 par value
quoted in Londcvat 106V2%. At

Dr. Max Winkler

these prices, a U. S. investor may
acquire £213 market value of
oonds for $350, or $1.64 per pound
which is worth (officially) $2.80.
Interest is payable to an American
holder at the official rate, free of
all British taxes, so that the cur¬

rent return amounts to 6.40%,
and the income to the earliest call
date to about 8V2 %.
The principal risk derives from

the possibility of further devalu¬
ation. Even if this were con¬

ceded, the rate is not likely to go
below the $1.64 level. On the
other hand, should world condi¬
tions improve, the difference be¬
tween the latter rate and the of¬

ficial quotation will tend to nar¬
row and will eventually disappear,
increasing the price (in dollars)
as well as the income.

The current return on the

above bonds if owned by a
Britisher is, after a coupon tax of
45% deducted at the source, only
2 06% and the ' income to the
earliest maturity, less than 11/3%,
The respective returns to an
American owner of 6.40 and 8V2%
are too liberal to obtain for too

long a time, unless world condi¬
tions in general and conditions in
the United Kingdom were to de¬
teriorate considerably, to which
this writer does not subscribe.

HUGH C. WALLACE

Laird & Co., Wilmington, Del.

The security I like best for the
future must represent participa¬
tion in the development of an ag¬

gressive enterprise, which by
virtue of good
management, f
intensive and f
aggressive re- ¥
search, and j
sound finan- h
cial policies
can be expect- f
ed to grow in
the f u t u r e. j;
Against this |
background, I
nominate for

consideration

the Aluminum

Company of
America.

„ , „ „r „

If one is to Hugh C. Wallace
make the conventional approach
to this situation in the form of a

statistical study of a 10 or 15-year
period, a definite growth trend
presents itself. For example, the
plant account at the end of 1948
was $149 million above the 1938
level; the equity -behind each
common share more than quad¬
rupled; the senior capital liability
only increased by some $28 mil¬
lion; and operating income in¬
creased approximately 260%.
These factors in themselves can¬

not be minimized, as they are cer¬

tainly indicative of the company's
over-all progress. Of far greater
significance, however, in the writ¬
er's attempt to evaluate the future
potential of Alcoa is a clear un¬

derstanding of its immediate post¬
war history and its relation to the
future. *-™~""N—*

With some 80% of all structural
material used in aircraft construc¬

tion of an aluminum base, the war
saw the industry with government
sponsorship embarked on an ex¬

pansion program designed to meet
the huge and obviously critical
demand, with the result that the
1943 ipdustry capacity was six
and one-half times that of 1939.

The problems which faced the
company at the war's end were,

therefore, naturally based on
swollen capacity and oversupply
in the face of an abrupt decline
in military demand and the in¬
tangible of postwar civilian de¬
mand. Had consumption reverted
to anything close to a prewar

basis, as was the expectation,
oversupply and excessive com¬

petition from war-born factions
within the industry would have
created an unhealthy situation.
Examination of the record, of
course, proves that postwar trends
have been extremely favorable.

Consumption since 1946 has in¬

creased some 35%, and it is only
the shortage of hydro-electric in¬
stallations creating power funda¬
mental to aluminum reduction
that has placed a ceiling on pro¬

duction. We are faced, therefore,
with the phenomenon of a com¬

pany within an industry whose
capacity was increased over six
times to meet primarily a war-

inspired demand, expanding to
meet the needs of a nation at

peace.

In this connection, the com¬

pany's postwar expansion pro¬

gram of $125 million is equal to
the plant account of 1939, with
major installations including a

fabricating plant in Iowa, a re¬
duction plant in Texas (whose
power source will be natural gas
from offshore wells), a rod and
cable mill in Washington, and a
die casting works in Illinois.
The factors which have created

this unprecedented demand for
aluminum products warrant ex¬

amination, especially with a view
to their permanence. One of these
factors is the relatively low price
of aluminum as compared with
other metals; another is the short¬
age of competing materials which
served to stimulate demand; an¬

other. the generally good business
conditions which have prevailed;
and finally and of the greatest
importance, the ever increasing
recognition of the usefulness of
aluminum.

Contrary to the trend in other
metals, the price of aluminum has
declined steadily through the years
and is now 15% below that of

1939, obviously enhancing its
position relative to competitive
metals. As transportation costs
and electric costs rank high above
labor on the cost ?cale, there
seems to be no reason that this

price structure cannot be main¬
tained or even improved in the
future with the increased use of
natural gas as a power source.
There can be no doubt that the

shortage of competitive material
enabled Alcoa to initiate competi¬
tive inroads not otherwise pos¬

sible. The contention here is that

although education to the benefits
of aluminum originally came

about through use as a substitute,
once established, aluminum will
not be replaced.
The high level of general in¬

dustrial activity that has prevailed
since the war has certainly been
a boon to aluminum consumption.
There is, furthermore, good rea¬
son to anticipate than an eventual
reduction in this rate might have
an intermediate effect on ship¬
ments. On a longer term basis,
however, Alcoa's prosperity is not
believed to be wedded to the fluc¬
tuations of the FRB Index, out
growth through continued expan¬
sion of product application will
continue.

Space will not permit detailed
discussion of the uses of alumi¬

num, past, present and future.
Worthy of mention, however, is
the distribution of aluminum

products to industry in 1948 and a

brief summary of the newer de¬
velopments in products and mar¬
kets. In 1948 Alcoa's shipments
of aluminum and its products
were as follows: Building prod¬
ucts, 18%; transportation, 13%;
cooking utensils, 9%; machinery,
4%; household appliances, 9%;
power transmission, 6%; shipment
to fabricators, 25%, and miscel¬
laneous, 16%.
Looking ahead, further expan¬

sion in the construction field, in
which consumption more than
doubled in the last ten years,
seems assured in view of the con¬

tinued recognition of aluminum
roofing, which is non-reflective,
as well as new applications in the
forms of spandrels and exterior
or interior wall castings. The
eventual erection of the com¬

pany's new headquarters building
in Pittsburgh, which will feature
aluminum in all practical con¬

struction applications,-'will further
educate the public" to its advan-

i tages and possibilities.

Among the other more notable
developments which should bear
fruit in the future, arc the rapid
expansion in the aluminum foil
field; torque converters and liquid
couplings which are incorporated
in certain automatic drive mech¬

anisms; the handling, processing,
storing, and transporting of high
purity or. corrosive chemicals; im¬
provements in Tabular Alumina;
use as a catalyst in the petroleum
and chemical fields; the produc¬
tion of gallium, a bauxite by¬
product.
It is impossible to determine the

extent to which any given devel¬
opment, past or present, will in¬
fluence the future of the company.
On the other hand, future success
will be dependent on similar de¬
velopments born of the company's
program of intensive research de¬
voted to new products, improve¬
ment of existing products, and the
perfection of manufacturing proc¬
esses. The outstanding achieve¬
ments of the past are thought to
be indicative of the trend of the
future.

In the selection of a growth
stock, it seems pertinent to analyze
the premium for the future which
is incorporated into the market
price of the stock. Alcoa at 52 is
approximately midway between a

tqn-year range of 26-90," and is
currently paying the $2 dividend
initiated in 1939. Earnings for
1949 are thought to be around $5
per share, reflecting to a great de¬
gree a seven-week strike which
closed 50% of capacity. Dividend
distribution should continue to be
conservative until bank loans have
been reduced. On this statistical

basis, in terms of earnings': and
dividends the stock does not seem

outstandingly cheap. In terms of
the future, however, in terms of
the firmly entrenched position
and continued growth of the com¬

pany, whatever premium is now

being paid seems negligible.
Based largely on postwar per¬

formance and its implications for
the future, the writer cannot help
but feel sanguine about Alcoa as
the security of the future. It is
listed on the New York Curb Ex¬
change and, as a conservative
long-term growth situation. Alcoa
is considered suitable for individ¬
ual accounts willing to forego high
income and disregard interme¬
diate market fluctuations -in the

interest of- future capital gain.

Edw. Henshaw Joins

William R. Stasis Go.
SAN FRANCISCO, CALIF. —

Edward C. Henshaw, local invest¬
ment broker, has joined the firm
of William R. Staats Co. as Vice-
President and

director, ac¬
cording to an

announce¬

ment made by
Resident Man¬

ager J. Lyle
Osborne.

Mr. He n-

shaw, well
known in both

western and

eastern finan¬

cial circles, is
a governor ox

the Invest¬
ment Bankers

Association of
America and

a Past President of the San Fran¬

cisco Bond Club. The only break
in his investment career came

during World War II when he
served as a Major in the U. S.
Army Air Corps. Prior to joining
William R. Staats he was a Vice-
President of Brush, Slocumb &
Co. '

Israel Securities Corp.
'

♦

\ , */

Israel Securities Corp. has been
formed with offices at 3.8b Fourth

Avenue, New York -City to . en¬

gage in the securities business.

Edward C. Henshaw
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Social Control in
Industrial Relations

readily furnish illustrations of this
statement.

Let me be definite in specifying
some principal issues which I
trunk will be dealt with to some
extent by legislation. Every con¬
trol, of course, will be a com¬

promise, and 1 do not undertake
to; suggest tne probable terms of
toe compromise. I am concerned
or'iy wnn the issues themselves
oh which some legislation, I be¬
lieve, will exist. I omit many
well-established controls which
apply principally against employ¬
ers and which seem to command
pretty general support.
In the first place, there will be

legislation, I think, on the right
to belong to a trade union. Al¬
ready two industrial states, New
York and Massachusetts, forbid
unions fiom denying membership
on. the ground of race, color, or
creed. It is consistent with the
philosophy of most unions and is
restrictive only, on a small minor¬
ity of. unions. \It is likely to be
extended. Added to this legisla¬
tion, I believe, will be limits on

aciinission fees. This also will be.
of' practical importance in only
a minority of cases. In a society
in which trade unions are quite
pervasive and are encouraged to
become more pervasive, the right
to be admitted to a trade Union
on reasonable terms is too basic to
escape legal protection.
in the second place, there will

be regulation of the imposition of
discipline by trade unions. Again
the legislation will actually be re¬
strictive in the case of only a
minority of unions. Nevertheless,
the right to retain one's union
membership on reasonable terms
is so important to employees in
the modern community that union
members will expect this right to
be protected.

Ir the third place, I expect that
the allowable area of industrial
conflict will be limited. This is
a highly controversial issue. It
seems highly probable, however,
that the use of strikes or lock¬
outs to enforce jurisdictional
claims will be restricted. : Such
legislation will command consid¬
erable support within the trade
union movement. Restriction on
the use of strikes and boycotts to
enforce claims to bargaining
rights is also inevitable. There is
a strong probability that neutrals
in * industrial disputes will be
given some protection against the
efforts of either side to force them
to throw their economic strength
one way or another.
In the fourth place, some con¬

trol will be exercised over stop¬
pages which imperil the public
health or the public safety. Such
controls have existed for a long
time in the case of railroads. Con¬
siderable state legislation is now
on the books. Some of it is half-
baked and will be either revised
or abandoned. Important informal
controls in this area are. develop¬
ing* because trade unions and em

players are learning how to have
partial stoppages in vital indus¬
tries without creating a peril to
public health and safety. The
growth of informal controls will
discourage the growth of legisla¬
tion, but will not prevent it. The
community is sure to impose spe
clal obligations upon the parties
in industries where stoppages are

likely to be disastrous to public
health or safety. But informal re¬
straints in this area will grow in
importance. The effect of stoo-

pages in vital industries on pub¬
lic .opinion seems to be ouite tem¬

porary but it is cumulative. The
comnetition for the time and at¬
tention of the American people is
keen, and people quickly forget
the effects of railroad strikes, tug
boat strikes, elevator strikes,

electric power strikes, truck
strikes, $nd even coal strikes.
Each experience, however, leaves
the community a little more im¬
patient with the whole business
and a little more ready to insist
that its interests be safeguarded,
nence, reluctance of the parties
to arouse the anger of the public
will giadually become a more and
more effective restraint.

One frequently encounters
skepticism concerning the desir¬
ability of attempting to control
industrial relations by law. A
typical statement is: "Good labor-
management relations cannot be
brought about by law." If these
words simply mean that some¬

thing more than good law is re¬

quired to make good relations be¬
tween labor and management, one
may agree with them. If they
are meant to deprecate the im¬
portance of the contribution that
law can make to good labor-
management relations, they are
grievously misleading. The pur¬
pose of law is not to produce good
industrial relations, but to protect
rights which the public regards as
worth protecting—rights of neu¬
trals. rights of other employers,
rights of other unions, rights of
union members. The protection of
important rights is not a bar to
good industrial relations, and it
may be of some assistance. Cer¬
tainly there are many frame¬
works of law within which good
industrial relations may flourish.
Of course, to the extent that law
limits extreme actions by either
side, it reduces some causes for
bad relations. Incidentally, it
sho u 1 d be remembered that
neither employers nor unions are

primarily concerned with achiev¬
ing good industrial relations. They
are usually primarily concerned
with achieving demands which
•hey regard as fair. If they can
do this and still keep on friendly
terms with the other party, so
much the better. As a rule, how¬
ever. good industrial relations are
a matter of secondary concern.

A few words should be said
about the development of criteria
to guide the negotiation of wages.
These criteria fall into two prin¬
cipal groups—those relating to the
structure of wages and those re¬

lating to the movement of wages
through time. I am inclined to
believe that the community will
be indifferent to the criteria used
in settling issues over the struc¬
ture of wages—that parties will
probably have to fight this out for
themselves. The country, it is
true, has an interest in the incen¬
tives offered by the wage struc¬
ture for workers or capital to
move. But few persons look at
this matter as citizens of the
United States—their viewpoint is
that of residents of New England,
the South, the West Coast, or
some other place. Hence neither
unions nor employers are likely
to feel much impact of a nation¬
wide public opinion on the struc¬
ture of wages. The national in¬
terest in the mobility of resources
will probably be of concern only
to a few arbitrators, trying to
make sense out of conflicting ar¬
guments about geographical dif¬
ferentials.

Quite different, however, is the
interest of the community in the
movement of wages through time.
Here the community may be ex¬
pected slowly to attempt to influ¬
ence wage settlements. The com¬

munity will find that most em¬

ployers prefer to pass on wage in¬
creases in the form of higher prices
to enduring the cost of stoppages.
The community will not like this.

Hence, the community will have
to face the question of what is the

proper rate for money wages to
rise. This will be a tough ques¬
tion for me man-in-the-sireet and
ae will not liKe to be bothered
ny it. Perhaps his objections to
price increase will be sufficiently
strenuous so that employers will
be afraid to pass on wage in¬
creases m the form of higher
prices and will bargain accord¬
ingly. It seems inescapable, how¬
ever, that the community will be
forced to reach a judgment as to
how rapidly wages should rise.
Such a judgment, of course, would
be a major control of collective
bargaining.

VI

What contribution to the con¬
trol of industrial relations can be
expected of research? That ques¬
tion is of particular concern to
the members of this association.
For the purpose of this discussion
I define research in very broad
terms— to include not only the
collection of data to verify propo¬
sitions but speculative and reflec¬
tive thinking as well. It is plain,
I think, that the contribution of
research can be enormous. It can
do three principal things:
In the first place, it can define

and analyze the various interests
involved in the control of indus¬
trial relations. The interests of
employers and trade unions are

usually fairly well-defined, be¬
cause they are the immediate con¬

cern of particular employers or
employees. Less obvious are the
interests of the community as a
whole, . Unless these interests are

made clear by students of the in¬
direct and long-run consequence
of the pursuit of particular inter¬
ests by small groups, many of the
community's interests will never
be perceived. Hence, the com¬

munity is largely dependent upon
students of industrial relations for
an informed view of its interests
in the control of industrial rela¬
tions. This point is well illus¬
trated by the community's inter¬
est in such matters as the mobility
of labor, the structure and move¬

ment of money wages, the cost of
pensions.

In the second place, research
(or reflective thinking) can ana¬

lyze the probable consequences to
the commupity of accepting each
of several value judgments. Such
a body of thought is the basis for
a choice between several compet¬
ing value judgments. It is needed
regardless of whether the control
takes the form of unwritten ethi¬
cal codes, court decisions, or legis¬
lation. Neither employers nor
trade unionists can be expected to
push this kind of thinking very
far. Each can be expected to
find fault with the thinking of the
other, but neither can be relied
upon to create value judgments
which reflect the broad concerns
of the community. Hence the
community is dependent in large
measure for its ability to reach
informed value judgments upon
the work of students of industrial
relations who have no obligations
to either employers or unions.
In the third place, research can

help the community develop so¬
cial controls in the field of indus¬
trial relations by providing a
critioue of its informal rules, its
case law, its statutory law. This,
of course, is not a new activity,
but it is an important one. Witte's
work of nearly 20 years ago on
"The Government in Labor Dis¬
putes" and Gregory's more recent
work are examples. So also are
the many critiques of the Taft-
Hartley Act. Badly needed is a
review of recent decisions of the
National Labor Relations Board
and of the courts on the obliga¬
tion to bargain. One of these de¬
cisions, in the Allied Mills case,
led the recent panel in the steel
industry to conclude that the
present law gives either party to
a collective agreement the right
to practice bad faith by the simple
device of agreeing, though not in
writing that a given item shall be
excluded from a re-opening clause
and later insisting on bargaining
about it. * The decision of the Na¬

tional Labor Relations Board
makes meaningless tne wording Ol

most present reopening clauses.
Likewise, it deprives the arbitra¬
tion machinery set up under con¬

tracts of the authority given to it
by the contract—namely the auth¬
ority to decide disputes over the
meaning of the contract, including
the meaning of the reopening
clause. Since the policy of Con¬
gress has been to encourage em¬

ployers and unions to make their
own arrangements for handling
industrial relations, it is hard to
make sense of an interpretation
which so plainly repudiates the
basic policy of the statute.

VII

What are the prospects that the
resoonsibility for developing con¬
trols for industrial relations wil.
be largely assumed by employee:,
and trade unions through the de¬
velopment of arrangements fo*
more or less regular joint consul¬
tation, Through such arrange¬
ments compromises on contro¬
versial issues might be workec
out. If jointly supported, tin '
proposals would stand a better-
than-even chance of acceptance
by Congress if they involved leg¬
islation, by most employers Oi
most trade unions if they involvei
changes in current practice. M
Witte, in his Presidential addres.
before this organization last year
called attention to the desirability
of this procedure and pointed ou\
that it is employed in some statei
It is also employed in Britain
Certainly it would lead to mud
better informed and more care

fully considered policies—publi
policies and also employer am
union policies. Eventually regu
lar joint consultation at a nationa
level may become a reality, but }
see no early prospect that it will
Partly the reason is that organi¬
zation on the part of employers i
not sufficiently developed and
partly that the two sides are toe
far apart and in each case have
high hopes of persuading the pub¬
lic to agree with them.

\ VIII

The development of social con¬
trols over such a large and turbu¬
lent field as industrial relation,
may seem like a hopeless task
Certainly in most other areas o

social control, such as the area o

credit policy, the regulation ol
municipal utilities, the field of in¬
vestment banking, the area ol
farm policy, the directly inter¬
ested groups are either only a
small part of the community or
not organized. Quite the con¬

trary is the state of affairs in the
field of industrial relations where
the directly interested parties in¬
clude a large proportion of the
gainfuly employed and a large
number of others and where both
the buyers and sellers of labor are
more or less organized. And yet J
believe that it will slowly be ac¬

complished. The controls are not,
as a general rule, directed against
the usual behavior of employers
or trade unions but against the
abnormal behavior of a small pro¬
portion of employers or unions.
There are exceptions to that state¬
ment but it is essentially true.
Consequently", although controls
may not arouse the enthusiasm of
the controlled, they do not pro¬
voke great opposition and they
often are recognized as protecting
the best long-run interests of the
groups that they restrict.
Let me close these remarks by

reminding you again that the de¬
velopment of social control of in¬
dustrial relations is simply a facet
of the broad process of developing
new social controls which has been
going on for over a generation
in all parts of the economy. The
success of this country in adapting
its economic and political institu¬
tions and policies to rapid changes
in technology marks the present
age as one of the great periods
of moral accomplishment in the
world's history. Difficult and

stormy though the process has
been and still is, it has been ac¬

complished here with nothing
worse than pretty hard name call¬
ing. It has not split the commun¬

ity into hostile camps. Most Amer¬
icans think 01 themselves more as

Americans than as members of
special economic gioups. In that
fact, probably, lies much of the
explanation of the success of the
community in developing a wide
variety of new controls while still
remaining cooperative in spirit.
The substantial success of the

community in developing social
controls over many new kinds of
economic behavior is the best rea¬
son for believing that even in the
field of industrial relations, des-
spite its special difficulties, the
country will succeed in develop¬
ing a fair and workable body of
control.

David Callaway in
Charge of Munic. Dept.
David H Callaway, Jr., Vice-

President and director of First of
Michigan Corp., has been placed
in charge of the firms municipal
mis... ...wp.>rt—

ment, W. Sy^-
nor Gilbreath,
Jr., President,
announced.
Mr. Callaway
has been with
the organiza-
tio n since
1936, and. will
continue to

ma k e his

headquarters
in the corpo¬
ration's New
York office
2 Wall Street.
Hppht a v t, D* H* Cal,away> Jr*
who has been on leave of absence
since last June, has been devoting
part of his time to the corpora¬
tion's affairs and will continue to
be available at all times for con¬

sultation and advice. He will con¬
tinue as a director and Executive
Vice-President.

NASD District 13
Elects Carl Stolle
At the annual meeting of the

District No. 13

Committee of

the National
Association of

Securities
Dealers, Inc.,
held on Jan.
1 9, 1 9 5 0,
Carl StoLle of

G. A. Saxton
& Co, Inc.,
was elected
Chairman and

Stanton M.

We is sen born
of Parker &

Weissenborn,
Inc., Newark,
was elected
Viee-Chairman of the Committee.

Carl Stolle "I

Wagner & Co., Inc., Is
Forming in Lancaster
LANCASTER, PA.—Wagner &

Co., Irc. is being formed with of¬
fices in the Driest Building to en¬

gage in a securities business. Of¬
ficers of the new firm, which will
be members of the Philadelphia-
Baltimore Stock Exchange, are
Richard S. Wagner, President; J.
W. B. Bausman, Jr., Vice-Presi¬
dent; and E. K. Wagner, Secre¬
tary and Treasurer.

Colburn With Rand
(Special to The Financial Chronicle)

BOSTON, MASS. — John M.
Colburn has become associated
with Arthur Rand & Co., 45 Milk
Street. He was formerly with
Clayton Securities Corp. and in
the past conducted his own invest¬
ment business in Boston.
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President Truman Presents New
Tax Proposals

was able, because of these loop¬
holes, to develop properties yield¬
ing nearly $5 million in a single
year without payment of any in¬
come tax.

In addition to escaping the pay¬
ment of tax on his large income
from oil operations he was also
able through the use of his oil
tax exemptions to escape payment
of tax on most of his income from

other sources. For the five years
his income taxes totaled less than

$100,000, although his income
from non-oil sources alone aver¬

aged almost $1 million each year.
This is a shocking example of

how present tax loopholes permit
a few to gain enormous wealth
without paying their fair share of
taxes.

I am well aware that these tax

privileges are sometimes defended
on the grounds that they en¬

courage the production of strategic
minerals.

It is true that we wish to en¬

courage such production. But the
tax bounties distributed under

present law bear only a haphazard
relationship to our real need for
proper incentives to encourage the
exploration, development and con¬
servation of our mineral resources.
A forward - looking resources

program does not require that we
give hundreds of millions of dol¬
lars annually in tax exemptions to
a favored few at the expense of
the many.

Abuse of Exemptions

Some tax loopholes have also
been developed through the abuse
■of, the tax exemption accorded
educational and charitable organi¬
zations. It has properly been the
policy of the Federal government
since the beginning of the income
fax to encourage the development
of these organizations that policy

should not be changed. But the
few glaring abuses of the tax
exemption privilege should be
stopped.

Responsible educational leaders
share in the concern about the
fact that an exemption intended
to protect educational activities
has been misused in a few in¬
stances to gain competitive ad¬
vantage over private enterprise
through the conduct of business
and industrial operations entirely
unrelated to educational activities.

There are also instances where
the exemption accorded chari¬
table tiust funds has been used as

a cloak for speculative business
ventures, and the funds intended
for charitable purposes, buttressed
by tax exemption, have been used
to acquire or retain control over
a wide variety of industrial en¬
terprises.
These dnd other unintended

advantages can and should be re¬
moved without jeopardizing the
basic purposes of those organi¬
zations which should rightly be
aided by tax exemption.

Tax Life Insurance Companies

A problem exists also with re¬
spect to life insurance companies.
The tax laws have always ac¬
corded favorable treatment to the
income received by individuals
from life insurance policies and
have made special provision for
the taxation of life insurance

companies.
As- a result of a quirk in the

present law, however, life insur¬
ance companies have unintention¬
ally been relieved of income taxes
since 1946. This anomalous situa¬
tion has meant that neither the

companies nor their policy holders
•lave paid taxes on more than $1.5
billion of investment income per

President Truman

Steady Progress"—Backwards!
''The policies I am recommending to the Congress

are designed to reduce the deficit and bring about a
budgetary balance as rapidly as we can safely do so.
"These policies are three-fold: First, to hold ex¬

penditures to the lowest level con¬
sistent with the national interest;
second, to encourage and stimulate
business expansion which will result
in more revenue; and, third, to make
a number of changes in the tax laws
which will bring in some net addi¬
tional revenue and at the same time

improve the equity of our tax sys¬
tem. . . .

"We cannot achieve and maintain

a balanced budget without a strong
and prosperous economy. A reces¬
sion in economic activity would call
for increased government expenditures at the same
time that revenues were reduced, thus creating
greater budget deficits.
"At the present time, the economy of the United

States is growing, and we have every reason to
expect it to continue to expand if we follow the
right policies. . . .

"If, over the next few years, we hold expendi¬
tures to the minimum necessary levels and at the
same time follow policies which contribute to stable
economic growth, we can look forward to steady
progress toward a balanced budget."

—President Truman.

"Steady progress toward a balanced budget!"
and we are even now nearly four and a half years
away from the war—and, apparently, moving in
the opposite direction!
And if we continue to follow this sort of fiscal

philosophy, we had better give up the idea of bal¬
anced budgets.

year, derived from productive as¬
sets worth about $60 billion. -

* I I understand that the Committee
on Ways and Means of the House
of Representatives has already
undertaken to correct this situa¬
tion for the past years. I urge that
steps also be taken to develop a

permanent system for the taxation
of life insurance companies which
will remove the inequities of un-
der-taxation in this field without

impairing the ability of individ¬
uals to acquire life insurance
protection.
In addition to the tax loopholes

I have described, there are a num¬
ber of others which also represent
inequities and should be closed.
Most cf these permit individuals,
by one device or another, to take
unfair advantage of the difference
between the tax rates on ordinary
income and the lower tax rates on

capital gains.
As one example, under present

law producers of motion pictures
and their star players have at¬
tempted to avoid taxes by creating
temporary corporations which are
dissolved after making one film.
By this device, their income

from making the film, which
ought to be taxed at the indi¬
vidual income tax rates, would be
taxed only at the capital gains
rate. Thus, they might escape as
much as two-thirds of the tax
they should pay.
All these loopholes have been

under joint study by the Treasury
Department and the staff of the
Congressional Joint Committee on
Internal Revenue Taxation. A

practical program which would go
far toward closing these loopholes
can be enacted during the present
session of the Congress. This
would be a substantial step toward
increasing the fairness of our tax
system, and should add several
hundred million dollars to its

yield—sufficient revenue to per¬
mit substantial excise tax reduc¬
tion where it is most urgently
needed.

No Excise Reductions Without
Substitute Revenues

I wish to make it very clear tha*
I could not approve excise tax
reductions unless they are accom¬

panied by provision for replace¬
ment of the revenue lost, because
I am convinced that sound fiscal

policy will not permit a weaken¬
ing of our tax system at this time.
Under present conditions, we

cannot afford to reduce excise
taxes first, in the hope that action
will be taken later to make up

for the loss in revenue.

Second, I recommend that the
Congress enact legislation to pro¬
vide $1 billion in additional rev¬
enue by revising and improving
the estate and gift tax and the
corporation tax laws. I believe
that, under present economic con¬
ditions, this amount of additional
revenue represents a proper bal¬
ance between the objective of bal¬
ancing the budget as soon as pos¬
sible and the objective of co¬

ordinating tax adjustments with
the requirements of continued
prosperity.
A substantial part of the addi¬

tional revenue should be obtained
from revision of the estate and

gift tax laws.
The revenue act of 1948 re¬

duced the yield of the estate and
gift taxes by one-third, or nearly
$300 million. Even before that
act, estate and gift tax yields
were out of line with other rev¬

enues, and that act made the sit¬
uation worse.

In originally enacting the estate
tax in 1916, the Congress pointed
out that "our revenue system
should be more evenly and equit¬
ably balanced" and that a "larger
portion of our necessary revenues"
should be collected from the "in¬
heritances of those deriving most
protection from the government."

Estate and Gift Taxes Too Low
Our estate and gift tax laws at

present fall far short of this ob- j
jective. They now produce less i
than 2% of internal revenues,;

compared with 7% 10 years ago.
To the extent that these taxes
remain too low, the remainder of
our tax structure must bear a dis¬
proportionate load. - ,

The low yield from the estate
and gift taxes is due to serious
weaknesses in the present law.
These weaknesses include ex¬

cessive exemptions, unduly low
effective rates on most "estates,
and the fact that the law as

written favors large estates over
smaller ones, and leaves substan¬
tial amounts of wealth completely
beyond the reach of the tax laws.
Large fortunes may be trans¬
mitted from one generation to an¬
other free of estate or gift tax
through the use of life estates.
By this means vast accumulations
of wealth may completely escape
tax over several generations.

Furthermore, the present law
affords excessive opportunities for
tax reduction by spatting between
the gift and estate taxes the total
amount of wealth transferred by
an individual. This makes the

tax liability depend, not upon
the amount of wealth which an

individual leaves to his family,
but upon the manner in which he
arranges the disposition of his
wealth.

If a man leaves his estate of

$300,000 at death, one-half to his
wife" and one-half to his three

children, an estate tax of $17,500
must be paid. If his equally well-
to-do neighbor gives away $180,-
000 to his wife and three children
over a 5-year period and leaves
them the other $120,000 at death,
no estate or gift tax whatever is
paid.
The difference in tax, whether

it depends upon fortuitous cir¬
cumstances or the caliber of legal
counsel is obviously unwarranted.
To strengthen the estate and

gift tax laws, several steps are

necessary. The laws concerning
the taxation of transfers by gift
and by bequest, by outright dispo¬
sition and through life estates,
need to be co-ordinated to provide
uniform treatment and a base for
more effective taxation. In addi¬

tion, the present exemptions
should be reduced and the rates

should be revised.

These changes will not only
bring in more revenue, but they
will also improve the fairness of
the estate and gift tax laws and
bring these taxes nearer to their
proper long-term place in our tax
system.

Wants Higher Corporation
Taxes

The rest of the additional rev¬

enue should be obtained from ad¬

justments in the corporation in¬
come tax. At the same time, cer¬
tain improvements should be
made in this tax.

I recommend a moderate in¬
crease in the tax rate applicable to
that part of a corporation's in¬
come which is in excess of $50,000.
At the same time, I recommend
that the tax rate on corporate in¬
come between $25,000 and $50,000
which is now taxed at the exces¬

sively high "notch" rate of 53%.
be reduced to the same rate that

applies above $50,000.
These changes in the tax rate

structure would go far toward re¬

moving the handicaps which the
present law places upon the ex¬

pansion of small corporations.
The removal of the excessive
"notch" rate would reduce the
taxes paid by medium-sized cor¬

porations whose continued growth
is so essential to the dynamic ex¬

pansion of our economy. The ex¬

isting favorable tax rates for
small corporations with incomes
below $25,000 would be retained.
The tax increase would be con¬

fined to less than one-tenth of all

corporations.
Furthermore, I recommend that

the loss carry-forward provision
be extended from two to five

years to provide rpore scope for
offsetting losses of bad years

against profits of subsequent

years. This extension will give in¬
creased incentive to business in¬
vestment affected by uncertain
profit expectations.
It" will be particularly helpful

to new businesses which, ( under
the present provision permitting
losses to be carried forward only
two years, may be required to pay
taxes over a period of several
years during which they actually
suffer a net loss. - m ; '
At the same time that we make

these changes in the tax laws to
stimulate investment at home, we
should make certain changes in
the tax laws concerning income
derived from foreign investments
and personal services abroad. This
would provide significant support
to our efforts to extend financial
and technical assistance to under¬

developed regions of the world.
Among the steps which should

be taken at this time are to post¬
pone the tax on corporate income
earned abroad until it is brought
home, to extend and generalize
the present credit for taxes paid
abroad, and to liberalize the for¬
eign residence requirement for
exemption of income earned
abroad. These changes, together
with the safeguards for our in¬
vestors which we are in the jit'oc-
ess of negotiating with foreign
governments will provide real
stimulation for the expansion of
United States investment abroad.

The tax program I am recom¬

mending is designed to strengthen
our tax system so that it will yield
revenues sufficient to balance ex¬

penditures as they are further re-
ducd over the next several years,
and to provide some surplus for
debt reduction. Because of the
time lag in collecting taxes after
their enactment, these recom¬
mendations will not result in any

substantial increase in receipts in
the fiscal year 1951, but they will
result in larger revenues in sub¬
sequent years and, at the same
time, substantially improve the
structure of our tax system for
the long run.

A sharp increase in taxes under
present economic conditions would

I be unwise. However, in line with
the policy of gearing changes in
revenue laws to the needs of our
economy, I would not hesitate, if
strong infaltionary or deflation¬
ary forces should appear, to sup¬
port the use of all measures neces¬
sary to meet the situation, in¬
cluding more pronounced adjust¬
ment of tax rates upward or

downward, as the case might be.
We have come through the war

and a difficult transition period
; with the financial strength of our
government maintained and an
economy producing far above pre¬
war levels. We should continuous¬

ly seek to sustain and improve
these indispensable foundations
for progress. The tax program I
am recommending is an impor¬
tant and necessary means to that
end.

Mitchell, Hutchins to
Admit Win. Borland
CHICAGO, ILL. — William F.

Borland, on Feb. 2, will become a

partner in Mitchell, Hutchins &
Co., 231 South La Salle Street,
members of the New York and
Midwest Stock Exchanges. Mr.
Borland for many years was as¬
sociated with James H. Oliphant
& Co., in Chicago.

Trubee, Collins Co.
To Admit Arthur Nims
On Feb. 1 Arthur V. Nims,

member of the New York Stock

Exchange will become a partner
in Trubee, Collins & Co., Ex¬
change member firm, making his
headquarters at the New York
City office, 65 Broadway. On
Jan. 31, Albert P. Hinckley is re¬
tiring from the firm. '
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Benjamin F. Fairletl odera M. Voorhee*

Appearing as the first witness
in the steel price hearings held in
Washington on June 24 before the
Congressional Joint Committee on

the Economic Report, Benjamin
F.Fairless, President of the United
States Steel Corp., and Enders M.
Voorhees, Chairman of its Finance
Committee, defended the increase
in steel prices instituted by the
leading steel producers, following
the strike of last November. In a

prepared statement to the Com¬
mittee, Mr. Fairless stated:
"There is no mystery about our

price increases. They were modest
in character, amounting on the
average to approximately $3.82 a

ton, or about 4%. I -

"We announced at the time of
the price changes that they were
made necessary by heavy in¬
creases in our costs. This is the

simple truth.
"The increased cost of our new

insurance and pension programs
alone is estimated at $67.5 million
a year—$54.5 million annually for
pensions and $13 million annually
for insurance. The increased so¬

cial security tax, effective on Jan.
1 of this year, adds another $3.4
million. These costs alone are

$3.88 per ton and more than offset
the $3.82 per ton which we hope
to obtain from our price increases.

"Our cost figures are not picked
out of the air. They come fiom a

thorough study made by our con¬

sulting actuary and our people
over many months.
"These, however, are not the

only cost increases we incurred
in the closing months of last year.
Our coal costs are up at the an¬
nual rate of nearly $20 million.
Freight and fuel oil were also up

by nearly $13 million. On the
other hand pig tin was down, and
you will recall we reduced the
price of tin plate when we made
the price changes in December."

Concerning the U. S. Steel
Corp.'s profits, Mr. Fairless denied
that they are excessive even un¬

der capacity production.
"When you are earning 5.2%

on sales and 6.5% on investment,
as we did in 1948 when operating
at 94% of capacity—you cannot
go very far in absorbing still
greater cost increases.
"In my opinion, United States

Steei has not made a fair return
either on its sales or investment at

any time during the last 20 years.
It has paid constantly increasing
wages to its employees annd sup¬

plied constantly improved prod¬
ucts to its customers. But its

stockholders, whose savings pro¬

vide the facilities with which

wages can be earned and goods
can be produced, have received

very inadequate returns on their
investments."

Backing up the assertions of Mr.

Fairless, Mr. Voorhees, Chairman
of the important Finance Commit¬

tee of the United States Steel

U. S. Steel Officials Defend Price Advances
\

Benjamin F. Fairless, President and Enders M. Voorhees, Chair¬
man of Finance Committee of U. S. Steel Corporation tell Joint
Committee on Economic Report increase in steel prices was due
to h'gher wage, pension and other costs. Contend U. S. Steel

shareholders have not received adequate returns.

Corp., told the Congressional
Committee:

"Behind the 4% price increase
are many financial facts. But
there is ore simple central fact
that dominates all other facts. It
is this: There has been a laige
and continuing increase in the
cost of producing steel in Amer¬
ica.

'The price changes are primarily
the resulting effects of employ¬
ment cost increases. I confess to
some difficulty in understanding
how any one can reasonably con¬
demn the effects while condoning
the causes. If, however, one should
approve the increased cost but

disappiove the cost covering price
increase, I can only conclude his
attitude to be that someone other
than the person who actually gets
the higher cost steel should foot
the bill for that higher cost. Who
should that other person be? The
too easy answer is, of course, that
the increased cost, whatever it is,
should come out of the owners'

profits or losses, whatever they
are, but even if we adopt the
popular notion that the "other
fellow's" profit is always too big
and, therefore, is always legiti¬
mately to be "nicked" for un¬

earned benefits, the real question
of who should or does in fact pay
is not quite that simple."

Concerning the importance of
encouraging equity capital invest¬
ment in the steel industry, Mr.
Voorhees pointed out:

"To finance increased capacity
a durable gooJs manufacturers
should, if possible use equity
money already in business. A
durable

. goods manufacturer
should avoid incurring fixed in¬
terest or dividend obligations ex¬

cept as a last resort for it means
in times of reduced business vol¬

ume the fixed charges and prin¬
ciple payments will be very hard
to meet."

With Thornburgh Co.
(Special to The Financial Chronicle)

CINCINNATI, OHIO — Robert
G. Lahman is now with the W. C.

Thornburgh Co., 13 East 4th
Street.

With Loewi & Co.
(Special to The Financial Chronicle)

MILWAUKEE, WIS.—John R.
Braatz is with Loewi & Co., 225
Fast Mason Street, members of
the Midwest Stock Exchange.

Mid-South Sees. Adds
(Special to The Financial Chronicle)

NASHVILLE, TENN.—Richard
P. Shillinglaw is with Mid-South
Securities Co., American Trust
Bldg.

W. B. T. Simmons Opens
DALLAS, TEX.—William B. T.

Simmons is engaging in the se¬

curities business from offices in

the Rio Grande National Bldg.

Joins Waddell & Reed
(Special to The Financial Chronicle)

ST. LOUIS, MO.—George G.
Clark is now affiliated with Wad¬

dell & Reed, Inc., 408 Olive Street.

With Merrill Lynch Co.
(Special to The Financial Chronicle)

OMAHA, NEB. — Campbell
McDowell has joined the staff of

Merrill Lynch, Pierr^, Fenner &

Beane, Patterson Bldg.t

Continued from page 8

Selecting Attractive Utility Stocks
esting to observe that at the rate
of growth experienced in the last
twenty years a terrific expansion
of the industry would take place.
At such a pace, by 1969, kilowatt
hours sales would rise from the
1949 levels of 257 billion, to 850
billion, kilowatt capacity from 60
million to 200 million; annual
revenues from $4.4 billion to $11.5
billion; and property and plant
from $17 billion to $65 billion.
These are staggering figures and

presently would appear to be quite
beyond reach. Recall, however,
that while the National Average
of Domestic Usage is only 1,655
kwh per customer, in certain sec¬
tions of the country where the
supply of electric energy at low
rates is available in sufficient

quantity, the consumption is over
3 times as great. For example, in
the case of the Portland General
Electric Company, where Bonne¬
ville and Grand Coulee have stim¬
ulated the use of electricity tre¬
mendously, that company has in¬
creased its residential consump¬
tion from 1,294 kwh in 1938 to

4,553 kwh at the end of 1948 and
is probably now 5,000 kwh per
customer.

Also remember that one of the

important appliances which is
still in its infancy is the heat pump.
This device can be used for heat¬

ing homes in the winter and cool¬
ing in the summer-time. Some in¬
stallations are already in exist¬
ence. The American Gas & Elec¬
tric Company has just announced
that it is prepared to intensify
the promotion of the heat pump.
It is estimated that the electric

consumption of a heat pump in¬
stallation would consume 10,000
kwh, which would increase the
domestic customer's consumption
many-fold.
In this connection it is signifi¬

cant to call attention to the recent
Federal Power Commission re¬

gional power surveys which es¬
timate tremendous future power

requirements.
The industry, of course, does

not plan that far ahead. Present
urograms are estimated at most
three to five years into the future.
Scheduled additions for generating
capacity of 5.3 million kw in 1950:
6.1 million kw in 1951 and 2.0
million kw in 1952; will result in
expansion of 22% over 1949. The
entire expansion program will re¬
quire the expenditures of $5 bil¬
lion which is an imposing outlay.

Future Ability to Finance

Despite many hardships encoun¬
tered ovbr the last 15 years, in¬
cluding severe regulation, required
write-downs of property accounts
and greater depreciation reserves,

mounting fuel and labor expendi¬
tures, high excess profits taxes

during the War and increased
costs of plant and equipment, the
industry has been able to strength¬
en its basic financial position and
is now at the healthiest point in
its history. The industry was able
to raise its vast money require¬
ments for expansion since the con¬

clusion of World War II on eco¬

nomical terms in debt obligations,

preferred and common stocks, and
has maintained a proper balance
of its security structure. Common

stock equity is approximately 37%.
The Edison Electric Institute for

1949 shows common stock financ¬

ing of $337 million in 1949; $104
million in 1948, $106 million in
1947 and $24 million in 1946. Ac¬

cording to an Electrical World

survey the utility industry expects
to sell $366 million additional com¬
mon stock in 1950; $324 million
in 1951 and $326 million in 1952,
to roain+31'n a ctrnngf over-nil enni-

tal structure. Common stock money

to be raised from present indica¬
tions is of moderate proportions.

ESTIMATED SOURCES OF
CAPITAL

(in millions of dollars)
1 ;>r>o i?>5i

Total 1,830 1,620 l,6i0

Debt 732 648 652

Preferred 183 162 163

Common 366 324 326

Cash generation 549 486 489

From present indications there
should be no difficulty in obtain¬
ing the capital requirements on
favorable terms.

Future Expectation of Earnings

The utility industry uses its
plant effectively. Expansion is
done on a business basis—to pro¬
duce adequate profit. This has
been the experience in the past
and there is no realistic reason for

assuming it will not continue to do
so in the future. Bear in mind,
however, that there usually is a
short lag during a period of rapid
physical expansion until earnings
from additional investment are

realized. For the 12 months ended
Oct. 31, 1949, Class A and B elec¬
tric utilities showed an average
return of 6.95%, based on plant
investment less depreciation
which gives no effect to working
capital.
Additional earnings in the fu¬

ture will come from new custom¬

ers, increased usage of electricity
by existing consumers, fuel sav¬

ings due to utilization of more

efficient power plants', reductions
in transmission losses due to more

economic location of new power
plants, and possible savings in
labor and administrative expenses

through greater ' productivity of
manpower and further mechaniza¬
tion of office work. Increasing
wages and welfare benefits would
be offsetting factors.

Typical of what the industry
may expect, we have the benefit
of certain projections of the large
American Gas & Electric System.
During the period 1950-52, inclus¬
ive, this company expects to in¬
crease its customers from 1,090,000
at Dec. 31, 1949, to 1,215,000 at
Dec. 31, 1952, or 11.4%. Addi¬
tionally, it expects residential
usage to rise from 1,750 kwh cus¬

tomer to 2,150 kwh customer in
the period or 23%. The combina¬
tion of these components are esti¬
mated to raise the level of operat¬
ing revenues from $153,5 million
to $190 million or 24%.

The American Gas & Electric
System's power plants consumed
1 lb. of coal to produce 1 kwh of
electricity in 1949. Through the
addition of 550,000 kw of new

efficient generating capacity in
1950, 1951 and 1952, coal consump¬
tion is estimated to decline to 0.86
lbs. per kwh in 1952, thereby
bringing about a saving of 14% in
fuel. Thus 5.8 million tons of coal
were required in 1949 to produce
11.7 billion kwh and only 6.1 mil¬
lion tons of coal will be required
to produce 14.1 billion kwh in
1952. At $4 per* ton, the average
estimated price for 1949, an an¬
nual saving of $4 million in the
fuel bill is made possible through
the expected increased economies
of the new power plants in the
American Gas & Electric System.

For the industry as a whole it is
estimated that fuel consumption
in the same period, through addi¬
tion of high temperature and high
pressure turbines, will bring the
fuel consumption down by 7%.
Since many companies pay $8 to
$10 per ton for coal, individual
companies will show a saving
comparable to that of American
Gas & Electric. Furthermore, in
periods of lighter demands old
'nlantc llcArl 0+ r>

to .reduce the fuel bill thus bring¬

ing about substantial savings
which will be reflected in greater
net operating income.

Apart from the increased effi¬
ciency which should result from the
modernization of power facilities,
the location of new plants at more
strategic points in the network of
utility systems should make for
greater economies, through the re¬

duction of losses which are ex¬

perienced over far reaching trans¬
mission lines. The average loss
and internal use of electric energy
by the utility industry at present
is in the neighborhood of 13%.
The industry is also working in
the direction of cutting down such
losses through the use of higher
voltage transmission of DC elec¬
tricity. Any reduction of the loss
would make for availability of
additional electric energy which
could be sold at a profit.

Furthermore, the ingenuity of
the industry and our modern age
of machinery will find ways of
increasing the productivity of
manpower in the field and in the
office, thereby bringing about ad¬
ditional economies in the utility
business. Suffice it to say that
there are operating savings in
prospect which should enable the
electric utility industry to earn
the regulated return without great
difficulty.

Future Experience of Utility
Common Stocks

Now turning to the potential de¬
mand of utility common stocks by
the investing public. There has
already been sufficient evidence
of increasing investment demand
by institutional investors includ¬
ing life insurance companies, cas¬
ualty and fire insurance compan¬
ies, religious and charitable insti¬
tutions, universities, trust funds,
pension funds, investment trusts
and others. An analysis of the
portfolios of universities and in¬
vestment trusts, for example, will
demonstrate that where the utility
investments recently constituted
only about 5% to 8% of the total
portfolios many of them now

range between 18% and 22% and
more. Insurance companies which
heretofore have not been equity
buyers are coming into the market
in a more substantial way. In cer¬
tain states where life insurance
companies are permitted by law to
acquire common stocks they have
not done so heretofore, but now
have embarked on such an invest¬
ment program. Others are seri¬
ously contemplating the inaugura¬
tion of such a program. In New
York, for example, where the law
prohibits life insurance companies
from buying common stocks we

understand that there will be an¬

other determined effort made to
change the law to permit such a

policy. An even larger invest¬
ment demand for utility equities
may stem from the employment of
pension funds in the future.

In 1949 we witnessed the suc¬

cessful sale of utility common
stocks not only for financing con¬
struction but also a large absorp¬
tion of common stocks stemming
from the continued "break-up" of
holding company systems. It is
quite reassuring, for example, to
reflect that in the course of only
several weeks at the close of 1949
investors supplied $35 million to
facilitate the acquisition by Ohio
Edison Co. of a two-thirds inter¬
est in the Ohio Public Service Co.
Earlier in the year Cities Service
also sold $16 million of Ohio Pu-
lic Service stock. Also during the
year General Public Utilities Corp.
was able to sell two substantial
investments— one of New York
State Electric & Gas for $36 mil¬
lion and the other, of Rochester
Gas & Electric Co. for $24 million.
These were the larger dispositions

Continued on page 38
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Selecting Attractive Utility Stocks
—all of them totaled over $141
million. -

Aside from the t Jand basic con¬

dition of the utility ^a-mess, other
features of the .n... ...stry have had
a strong motiva i ,g influence on
investors and vi 1 continue to

have in the future.

The utility industry has often
been termed "a d-pressionless in¬
dustry." While u±*s is probably
an over-statemeru, imluy com¬
panies can absoro the ef ects of
depression far greater than most
industrial compacts. m so lar
as residential business is con- j
cerned, this does not fail off very
much during hai c'l t mes. Simi- ,

larly, commercial customers, in¬
cluding hotels, oifice buildings,
theaters and the like, continue
their use of elect ic energy una¬
bated. The inoustrial customer,

in many instances, is required to
pay a minimum or standby charge
whether he uses e .^. uieny or noc i

so that a substantial cushion is!
available from tiiis class of busi- j
ness during bad times. Further- |
more our recent ac iial experience '
during the coal and steel strikes
has shown indust," al sales falling'
off 20% and more and yet earn¬
ings have increased. This strange 1
phenomenon comes about largely
as a result of saving in the fuel j
bill through the curtailment of j
older generating plants and the
use of the modern plant. This
method of operation will steady
future operations. ■

Utility managements have been
mindful in their deliberations of
their dividend policy, of the ef¬
fects of depression on their earn¬
ings. They have so geared their
policies that shrinkage in earnings
from depression conditions would
leave them with enough margin
to maintain their dividend rates

for some period of time. This is
unlike conditions found in the in¬
dustrial field where many com-,

panies are p"cne to change their
dividend policies quickly during
prosperity and depression, paying
out extra divide" ds in good times
and cutting dividends or omitting:
them suddenly, in bad times.
In fact with the forward prog¬

ress of the utility industry well
assured a future pattern of divi¬
dend increases over a period of at
least two to three years can be
expected. Some managements
have actually publicly indicated
their intention to increase their
dividends in 1950 and 1951. They
are cognizant of the fact that they I
must obtain equity capital for fu-,
ture expansion and, therefore, are
eager to maintain a good dividend
record.

Investors can choose from a

wide variety of ufility common

stocks today to obtain yields vary¬
ing from 5.5% to 7% and more.

Bonds, on the other hand will af¬
ford a yield of only 2.5% to 3%,
and preferred stocks 3.75% to
4.50%. The disparity between
these securities is so wide, and the
need for larger income so pressing
that it is small wonder many in¬
vestors are turning eagerly to the
common stock field in utilities.

As we do not expect additional
large supplies of new utility equi¬
ties in connection with financing
construction or any further large
equities to be brought on the mar¬
ket through the dissolution pro¬

ceedings before the SEC, the
dearth of such securities coupled
with continued institutional pur¬
chases will result in a tighter sup¬
ply-demand situation with a con¬

sequent strengthening effect on
the price structure op utility com¬
mon stocks. Since higher yields
on common stocks are in prospect,
through greater future dividend

distributions, and investors can

obtain higher and securer rates of

return in the ufility industry than
in any other field of endeavor, the

attractiveness of purchasing equi¬
ties now becomes self evident.

The Best Selection

Thus far I have generalized
about the utility industry as a
whole. Now the difficult process

begins. How dp you select the best
common stocks — those that will
show the outstanding earnings
performance and become the best
dividend payers for these—are the
main criteria of market valuation.
Various factors must be consid¬
ered, analyzed and weighed. It is
the mental process of screening
and determining the most impor¬
tant factors, and then deciding, for
each particular case, what is the
reasonable future expectation, that
constitutes the key to the best
selection.
In all instances the most impor¬

tant factors to consider are man¬

agement, type of territory and
regulatory environment.
Management has its effect on all

phases of utility operation. It sets
the tempo, whether its company
will be alert and aggressive or

just average. Evidences for judg¬
ing the quality of management
can be gleaned: (1) from the scope
and judgment of its construction
program; (2) its ability to finance
it advantageously to the best in¬
terest of the stockholder; (3) its
efforts and success in attracting
new industries into the territory
and intensifying electric usage by
existing customers; (4) the nature
of its relationship with local, State
and Federal authorities as well as
with its customers, its community
and employees, and its resource¬
fulness in dealing with public
power encroachment, and quite
important (5) its dividend obli¬
gations to its stockholders. Cer¬
tain of these factors are physically
beyond the ability of management
to influence because they depend
on territorial characteristics.

Companies that are situated in
areas that are fortunate in having
the availability of cheap fuel in
abundant supply, such as hydro,
natural gas and mine mouth coal
are obviously at a greater advan¬
tage than those that are at the
mercy of spasmodic water supply,
changing price and unreliability
of a constant coal and fuel oil

supply. The natural resources and
their life expectancy in the ter¬
ritory, its advantageous location
to the raw material supply and
market outlet, favorable climatic
conditions and expansive area for
growth of residential and indus¬
trial plant growth, are other im¬
portant considerations. Outlying
areas, as against large metropoli¬
tan centers are apt to have a

healthier labor-management rela¬
tionship because they afford a

better standard of living. Another
factor to bear in mind is the tem¬

perament of a region to the pri¬
vate capital system. Does it be¬
lieve in a punitive and restrictive
philosophy or in allowing capital
to earn well and thereby attract
additional wealth freely for ad¬
vancing and strengthening its
economy.

As to regulation, while manage¬
ment can play an important role
in tempering it,- extensive control
by Federal, State and local au¬
thorities is apt to have a retarding
effect on its efficiency and prog¬
ress. Regulation geared to busi¬
ness principles and under favor¬
able State laws is preferable to
hard enforcement of principles
and formulas. Avoidance of multi-

regulated companies and the
selection of minimum regulated
ones is desirable. To be in a posL
tion to properly judge the char¬
acter of regulation by the authori¬
ties behooves the analyst to inves¬
tigate their decisions, wherever
possible, but preferably to consult
with them and understand their
intent.

These in brief are the principal

factors which have their telling
effect, in varying degrees, upon
individual companies and result
in making one company more at¬
tractive to the investor than an

other. It distinguishes the growth
company, which is progressively
lifting its earning level and divi¬
dend performance, from the aver¬

age company with an earning rec¬
ord and dividend policy which is
judged "satisfactory." In the par¬
lance of the layman it is the "ro¬
mantic company" as against the
"unromantic company."
In making your selection you

must, of course, choose companies
that have proper investment qual¬
ity. In so doing, however, I coun¬
sel you to give proper considera¬
tion to those utilities that are

growing rapidly into the "charmed
circle" of investment stature.
In attempting to offer a practi¬

cal demonstration of how these

important economic forces exert
themselves on individual com¬

panies over a period of time, I
have selected a large eastern met¬
ropolitan utility and a moderate
sized company located in the
Southwest. The results are sur¬

prising indeed.
In the period 1942-1948 inclu¬

sive, the utility plant of the Phila¬
delphia Electric Company has
grown from $424 million to $535
million or 26%. In the same period
Houston Lighting and Power Com¬
pany's plant increased from $61
million to $100 million or 64%.
Financing required for this ex¬

pansion resulted in reducing Phil¬
adelphia's capitalization ratio for
common stock from 41% to 34%;
Houston's increased from 30% to
34%. ;

While Philadelphia added $51
million of gross revenue or 60%,
Houston added $14 million of rev¬
enue or 88%.
The construction program in¬

creased the generating capacity of
Philadelphia from 1,360,000 kw by
300,000 kw or 24%; that of Hous¬
ton from 215,000 kw by 120,000
kw or 56%.
In the interim Philadelphia's

residential customers grew from
785,000 to 875,000 or by 90,000.
Houston's residential customers
increased from 179,000 to 262,000
or 83,000.
Usage by Philadelphia's domes¬

tic customers increased from 1,169
kwh to 1,679 kwh or 509 kwh and
Houston's from 889 kwh to 1,464 or
575 kwh.

Furthermore,Philadelphiaboost¬
ed its annual revenues per domes¬
tic customer from $38.05 to $47.68
or $9.63 while simultaneously re¬

ducing rates from 3.25e/kwh to
2.84c/kwh. Houston started at only
$29.18 and increased that to $37.75
or by $8.57 (the lower realization
being due to natural gas competi¬
tion), but dropped its rate from
3.28c to 2.58c.

Philadelphia's gross income im¬
proved from $23.4 million to $31.2
million or 33% and its rate of re¬
turn on capitalization varied from
6.1% to 5.9%. Houston's gross in¬
come rose from $4 million to $7.3
million or 83% and its rate of re¬
turn declined from 8.6% to 7.6%
despite lack of regulation.
Net for common for Philadel¬

phia increased only moderately
from $14.3 million to $17.8 million
or $3.5 million. Houston's rose
from $2.5 million to $5.3 million
or $2.8 million increase.

Earnings per common share for
Philadelphia increased from $1.36
to $1.66 or 22% presently. That for
Houston from $2.52 to $3.98 or
58%.

The dividend policy reflects no
change in dividend rate of Phila¬
delphia at $1.20 per share; whereas
Houston's dividend hds been in¬
creased twice (figured on the split
stock retroactively) from $1.80 to
$2.20. Presently dividend payout
of Philadelphia is 72%; that/ of
Houston 61%. ' ;

How has the stock market ap¬

praised these facts? Philadelphia
ranged in price in 1942 from. $15
to $20, reached a high of $31 in
1946 and is presently selling at

$25 which would be a gain of 25%
to 67% from its low and high
prices of 1942. Houston, using a 2
for 1 split retroactively, ranged
from $17 to $30 in 1942 and is now
$47 so that it has moved ahead
57% to 176%. The market today
seems to appraise the two stocks
on a parity as to yield, each one

selling on about a 4.7% basis. In
terms of earnings Philadelphia is
selling at 15 times. Houston is
selling at only 12 times earnings,
presumably reflecting the effect of
dilution of earnings because of the
convertible debentures which are

outstanding.
In scrutinizing the operating re¬

sults of Philadelphia and Houston
the item which seems to stand out

is the fuel* cost. Philadelphia's
cost of coal has mounted continu¬

ously from 2.58 mills/kwh of en¬

ergy produced in 1942 to 4.47 mills
in 1948. Houston's cost of natural

gas remained practically constant
in this period, from 1.25 mills in
1942 to 1.36 mills in 1948. Cost of
coal to Philadelphia has risen
from $5.09 per ton to $8.43. Natural
gas for Houston has remained at
about 8.5c/m.c.f. In terms of gross
revenue Philadelphia's net cost of
nower consumed 30% in 1942 and
33% in 1948; as against 17% and
20% respectively, for Houston. As
to depreciation the difference is
slight—Philadelphia's accrual be¬
ing 9.4% of gross revenue; Hous¬
ton's 8.2%. As to maintenance,

Philadelphia's expenditure has
risen lrom 6.1% to 7.8%; that, of
Houston from 7% to 12%. One
explanation may be the fact that
Houston's transmission and distri¬
bution system is primarily over¬
head while Philadelphia has a

large underground system. There
may also be a difference, of ac¬
counting systems under which
some of Houston's expenditures
might be of a capital nature. As to
other operating expenses (exclu¬
sive of taxes), it appears that
Philadelphia's expenses for trans¬
mission, distribution, sales promo¬
tion, accounting, general and ad¬
ministrative costs have shown only
a gradual rise from 17% in 1942
to 18.5% in 1948. Houston's have
risen from 17% to 31% in this
period partly due to the large ter¬
ritorial expansion of its proper¬
ties and partly to accounting for
certain items that may constitute
capital costs. Viewed as a whole,
Philadelphia brings down about
13% of its gross revenues for its
common stock. Houston brings
down over 16%.

In conclusion I wish to point .out
that Houston represents the type
of company that has growth and
other characteristics. that have
been discussed. In making your
own selections of utility invest¬
ments I think you might be guided

by using this company as a basis
for comparison. v

The State of Trade and Fndusfzy
Continued frcm page 5
in store. A threatened power shortage at Pittsburgh may severely
jolt industrial operations at that point. Meanwhile, the strike of
railroad workers blitzed the Buffalo ingot rate which nosedived
77 points when a large steel plant served by the local road shut
down. . • *'■

On the Washington front President Truman .last Tuesday
sought from Congress revisions in the tax laws to produce an extra
$1,000,000,000 of tax revenue a year.

His proposals suggested this could be accomplished by "revis¬
ing and improving" estate, gift and corporate taxes. He, at the
same time, proposed some reductions in war-time excise levies.
His recommendations were couched in general terms with no at¬
tempt made to tell Congress how they should be effected. r ■

:?

While business failures declined slightly to 770 in December
from 835 in the previous month, the total number of failures in
1949 was the highest for any year since 1942.,■» Casualties in 1949
numbered 9,246, about 76% above the preceding year, but 32%
below prewar 1940. ' >

; The Dun & Bradstreet, Inc., failure index rose to 34 failures
per 10,000 concerns in operation in 1949 as compared with 20 in
1948 and 63 in 1940. While at the highest level in seven years, the
casualty rate was lower than in any prewar year on record. ,

■ " * * '* •

■.

STEEL OPERATIONS DECLINE SLIGHTLY DUE TO SCAT- v
TERED WORK STOPPAGES AND FUEL SHORTAGES

A nationwide study of steel demand just completed by "The
Iron Age," national metalworking weekly, shows total steel busi¬
ness at an exceptionally high level, sparked by strong demand for
consumer durable goods. Where business is based on capital goods
the pressure for steel is much easier, particularly in the East.

The study shows that the intensity of demand varies by area's
as well as by products, with Chicago topping the list. There almost
all steel products are being allocated by the mills, with the princi¬
pal exceptions of heavy plates and structural shapes.

In Pittsburgh the situation on plates and shapes is easier.
Bars, too, are easy to get. In the East the same holds true. But nor
where is cold-rolled sheet supply equal to demand, this trade paper
points out. Demand for galvanized sheets is so strong that a new
order would have little chance of being filled for half a year.

Sheets are the only item involved in conversion deals such as

those which highlighted the 1948 and early 1949 markets. Some of
the automobile companies are the only manufacturers presently

* interested in this costly method of obtaining steel products. One
reason is that the automakers are building stocks because they
expect to use more sheets this spring than the steel industry can
supply them.

Still, the steel market currently shows a marked contrast to
January, 1949. There are four important reasons for this: (!) Con¬
sumers today are more cost conscious. (2) They are looking for
nearby sources of steel supply to save freight charges. (3) They
can't pass on high freight charges and conversion costs to the
customer as they could a year ago. (4) There is less hysteria
today, more feeling that the sheet shortage will not last beyond
March or April. . ~

. But for these very reasons steel men today believe that deT
mand for their products is on a sounder basis than it was a year
ago. They expect orders to level off this year, but they expect
the process to be more gradual, hence, less painful for all con¬
cerned. : -

Admittedly, much of the present tightness in sheets is due to
pressure from Detroit. And. while some steel people are inT
dined to believe automakers are overconfident of their market,
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they recall that they said the same thing all last year—and, fortu¬
nately, were proven wrong, "The Iron Age" observes.

The war of attrition John L. Lewis has been waging with the *
coal operators moved a step nearer, its climax early this ,week.There were indications that in his efforts to "stabilized the coal
industry Mr. Lewis was in fact flattening important segments of
other industries, including railroads and power companies.

The steel industry was also catching its lumps for lack of coal.
Although the foresight of several large companies in stockpilingcoal the past year will permit them to continue operations for an
indefinite period, the industry is not uniformly lucky. At least
three companies are known to have curtailed production and other
operations will be affected within a week, "The Iron" Age"concludes.

The American Iron and Steel Institute announced this
\ week that the operating rate of steel companies having .93%.• of the steel-making capacity for the entire industry will "be1

93.9% of theoretical capacity for the week beginning Jan. 23,
, 1950. This is a decline of 1.1 points from last week's revised
figure of 95%.

The slight decline from a week ago generally is attributed-
to scattered work stoppages in the industry and fuel shortages
stemming from interruptions in coal production. *• —

' - This week's operating rate is equivalent* to 1,790,000 net -
i tons of steel ingots and castings for the entire industry com-1

pared to 1,810,300 net tons one week ago. A month ago the J-
, rate was 93.1% and production amounted to 1,716,300 tons; a •
year ago it stood at 101.1% and 1,863,800 tons and for the aver¬
age week in 1940, highest prewar year, at 1,281,210 tons. - ^ ->•
The American Iron & Steel Institute for the first time based

operations on the enlarged capacity of the industry. It is calcu¬
lated that the American steel industry is geared to -produce-,
99,392,800 tons of ingots and castings annually against 96,120,930
a year ago.

...v

ELECTRIC OUTPUT ECLIPSES PREVIOUS NEW ALL-TIME
HIGH RECORD OF WEEK AGO J , •

The amount of electrical energy distributed by the electric-
light and power industry for the week ended Jan. 21 was estimated
at 6,041,158,000 kwh., according to the Edison Electric Institute.

This figure represented a new all-time high record in the .....

- industry's history and compared with the previous high level ....
; of 6,028,589,000 kwh. established in the previous week.

It was 12,569,000 kwh. greater than the figure reported for the
previous week; 272,224,000 kwh., or 4.7% higher than the total, out-v
put for the week ended Jan. 22, 1949, and 604,728,000 kwh. in ex-.
cess of the output reported for the corresponding period two years.,
ago. - ' ~

_

CARLOADINGS ADVANCE 24.5% ABOVE PRECEDING WEEK
- Loadings of revenue freight for the week ended Jan. 14, 1950,.totaled 631,016 cars, according to the Association of American

Railroads. This was an increase of 124,071 cars, or 24.5% above
the preceding New Year's Day holiday week. # i.S'i.jCL,

It represented a decrease of 102,847 cars, or 14% below the
corresponding week in 1949, and 177,290 cars, or 21.9% below the
similar period in 1948, "M-

AUTO OUTPUT FOR PAST WEEK BEST IN FOUR MONTHS
According to "Ward's Automotive Reports" for the past week,motor vehicle production in the United States and Canada is esti¬

mated at 157,950 units compared with the previous week's total
of 154,552 (revised) units.

Car production in U. S. plants last week was the best in
four months, and truck output the best in six months, the

- agency noted. .

„ l
The total output for the current week was made up of 126,045

cars and 24,300 trucks built in the United States and 5,671 cars
and 1,934 trucks built in Canada.

The week's total compares with 113,302 units built in the
U. S. and Canada in the like 1949 week.

. * 1."

BUSINESS FAILURES AT HIGHEST POINT SINCE APRIL, 1942
Commercial and industrial failures increased to 231 in the week

ended Jan. 19 from 207 in the preceding week, according to Dun
& Bradstreet, Inc. Casualties were more numerous than in any
other week since April, 1942; they exceeded the 142 and 109
which occurred in the comparable weeks of 1949 and 1948 but
remained 37% below the prewar total of 367 in the similar
1939 week.

■ *

Failures involving liabilities of $5,000 or more rose to 187,
the highest number since 1941 from 169 last week and compared
with 128 of this size a year ago. Small casualties, those having-
liabilities under $5,000, increased to 44 from 38 and were about
three times the number in the corresponding week of 1949.

There were weekly increases in all industry groups except-
construction where failures fell. Neither the construction nor

service groups reported a noticeable change from the 1949 level,
while a market year-to-year rise appeared in manufacturing
and trade.

The Middle Atlantic and Pacific States reported the highest
totals for these two regions since 1942. Contrary to the general
increase, casualties declined in the East North Central, West North
Central and in the Mountain States. All areas except the East
South Central and Mountain States had more failures than a year
ago. The rise was sharpest in the Middle Atlantic States where
over twice as many failures were reported as in the same week
of 1949.1 '

.( , . "
■

WHOLESALE FOOD PRICE INDEX OFF SLIGHTLY IN
LATEST WEEK \

The wholesale food price index, compiled by Dun & Brad-
street, Inc.) moved slightly lower last week to stand at $5.75 as of
Jan. 17, as against $5.76 a week previous. The current level com¬
pares with $6.02 on the corresponding date a year ago, the decline
being narrowed to 4.5%.

The index represents the sum total of the price per pound of
31 foods in general use.

DAILY WHOLESALE COMMODITY PRICE INDEX
IRREGULARLY CHANGED

, t
**■'''

Thb daily wholesale commodity price index, compiled by Dun
& Bradstreet, Inc., moved irregularly in the past week, closing at

244.75 on Jan. 17. This compared with 244.92 a week previous, andwith 266.13 on the corresponding date of last year.
Trading in grain futures on the Chicago Board of Trade was

somewhat more active during the week with prices as a rule aver¬
aging slightly lower than a week ago. The cash wheat market
held up fairly well but wheat futures were mostly lower.

Bearish influences in wheat included lagging export de¬
mand as compared with last season, continued inactivity of
the CCC in the cash market, and a sharp setback in the securi¬
ties market.
The cash corn market was fairly active, aided by improved

shipping demand from the East.
The corn futures market was depressed by a falling off in

export demand and expectations of heavy, shipments from the
country. Stocks of corn reported on farms as of Jan. 1 aggregated
2,401,000,000 bushels, the second largest on record, and 146,000,000bushels less than this time last year. Oats were relatively steady,aided by better shipping demand and rather limited receipts fromthe country.

Reflecting limited demand, trading in coffee was slower
with prices slightly easier.
Lard prices moved downward last week, reflecting a sharprise in production and weakness in hogs, which at one time sold

below the government support level. Prices of dressed meats con¬
tinued strong although values in primary markets for steers and
lambs declined as a result of liberal receipts.

Cotton prices advanced to new high levels for the season
early last week.' -

The market subsequently turned irregular with closing prices
showing little, pet change from a week earlier. Early strength wasattributed to good trade demand from both mill and export inter¬
ests and the^possibility of increased exports to Japan and India.Other favorable influences included new ECA allocations and afurther rise.ip cotton mill activity during December.

Consumption of. cotton last month on a daily basis rose to an
estimated 37,800 bales per day. This was the highest rate recorded
since May, 1948, and.it compared with a daily average of 36,300 in
November, and 32,200 in December a year previous.

Entries of cotton into the government loan stock continued to
decline, totaling 104,000 bales in the week ended Jan. 5, against
183,000 a week earlier. Entries for the season were 2,487,000 bales,
compared with 4,056,000 to the same date last season.

RETAIL TRADE OFF SLIGHTLY DUE TO UNFAVORABLE
WEATHER AND POST-HOLIDAY LULL—WHOLESALE
TRADE HIGHER ON FAVORABLE TRADE SHOW
RESPONSE.

The retail dollar volume declined slightly in the period ended
on Wednesday of last week as post-holiday indifference was
coupled withb unfavorable weather in many localities. Total pur¬chases were-moderately below the level for the corresponding

_ period a year ago,-, despite prevailing clearance sales and other
promotions, Dun & Bradstreet, Inc., notes in its current summaryof trade.

The consumer demand for apparel was noticeably below lastyear's level.-— . -

. The aggregate sale of outerwear appreciably slackened as
the mild weather of the previous week remained in the East
and Midwest.

, The dollar volume of house furnishings remained steady asthe interest of shoppers largely followed the previous week's
patterns. Seasonal clearances on bedding and towels helped tosustain the popularity of these items.

Major appliances were in steady demand, with television
-— sets generally predominating.

Hardware supplies and small household goods were sought inlarge quantities, while furniture was in decreased demand, exceptfor chairs.

Total retail dollar volume for the United States in the periodended on Wednesday of last week was estimated to be from 3%to 7% below that of a year ago. Regional estimates varied from
the levels of a year ago by the following percentages:

East, South, Midwest, and Southwest —2 to —6; North¬west and Pacific Coast —3 to —7; and New England 0 to —4.
Wholesale bookings rose noticeably last week as the buyer

response at various trade shows remained favorable. The total
unit volume of orders was substantially above the level of the
similar week in 1949. Dollar volume was very close to last year'slevel reflecting the price changes of some commodities. The num¬
ber of buyers at many wholesale centers dipped sharply the pastweek.

,

Department store sales on a country-wide basis, as taken fromthe Federal Reserve Board's index for the week ended Jan. 14,1950, decreased by 5% from the like period of last year. In the
preceding week a decrease of 25%* was registered under the like
week of 1949. For the four weeks ended Jan. 14, 1950, sales regis¬tered a decrease of 1% from the corresponding period a year ago,but for the year to date show a decline of 5%.

Retail trade in New York the past week had alternating
warm and cold weather to contend with. This interfered with
scheduled sales promotions and cut department store volume
by 5%.

.

According to the Federal Reserve Board's index, departmentstore sales in New York City for the weekly period to Jan. 14,1950, declined by 9% from the like period last year. In the pre¬ceding week a decrease of 25%* was registered under the similar
week of 1949. For the four weeks ended Jan. 14, 1950, a decreaseof 4% was reported from the like week of last year. For the yearto date, however, volume decreased by 6%.

*The large decreases shown for the this week reflect in partthe fact that this year the Monday after New Year's day was aholiday and the week therefore included only five shopping days
NOTE—On another page of this issue the reader will find the

most comprehensive coverage of business and industrial statistics
showing the latest week, previous week, latest month, previous
year, etc., comparisons for determining the week-to-week trendsof conditions, by referring to "Indications of Current Business
Activity." ; - - " - : -

as compared with six shopping days in the corresponding week lastyear.

San Francisco Exch.
Committee Appointmis,
SAN FRANCISCO, CALIF. —

Douglas G. Atkinson, Chairman
of the Board of Governors of the
San Francisco Stock Exchange,
announced on Jan. 23 the follow¬
ing appointments to Standing
Committees of the Exchange for
the current year.

Ethics and Business Conduct:
Joseph Hauck, Schwabacher & Co.,
Chairman; Robert M. Bacon, Bacon
& Co.; Walter A. Hamshaw, Sutro
& Co.; Sherman Hoelscher, Sher¬
man, Hoelscher & Co., and Joseph
A. Johnson, Henry F. Swift & Co.
Floor Trading: Harry E. Jonas,

Irving Lundborg & Co., Chairman;
Warren H. Berl, Edwin D. Berl &
Son; John C. Tray lor, Douglass,
Vander Naillen & Co.; Neil C.
Laughlin; Russell G. Mahlmann,
Raggio, Reid & Co., and Henry
Stecher, Kaiser & Co., Alternate.
Finance: Victor T. Maxwell,

Shaw, Hooker & Co., Chairman;
Charles H. Clay, Dean Witter &
Co.; Jesse M. Levy, Jr., Lawson
Levy & Williams; ElwfnE. Pur-
ringion, F. B. Keyston Co., and
Robert H. Scanlon, Stewart, Scan-
Ion & Co.

Listing: Paul A. Pflueger, Pflue-
ger & Baerwald, Chairman; Stan¬
ley R. Dickover, Elworthy & Co.;
Harry Meyerson, Kaiser & Co.;
Hubert J. Soher, Walston Hoffman
& Goodwin; Stanley E. Symons,
Sutro & Co., and Robert H. Wil-
lard, McNear & Willard.

Public Relations: Frank F.
Walker, Dean Witter & Co., Chair¬
man; John I. Dakin; George W.
Davis, Davis, Skaggs & Co.; Al¬
bert A. deMartini, Shuman, Agnew
& Co., and Richard P. Gross.

Hill Bros. Add to Staff
•" •'

. • • «• 1

(Special to The Financial Chronicle)

ST. LOUIS, MO.—George O.
Moeller has become associated
with Hill Brothers, Security
Building, members of the New
York Stock Exchange. Mr. Moel-
'..er was formerly with Reinholdt
& Gardner for many years.

Joins Morfeld Moss
(Special to The Financial Chronicle)

ST. LOUIS, MO.—Michael J.
Algarda has become connected
with Morfeld, Moss & Ifartnett,
721 Olive Street, members of the
Midwest Stock Exchange. He was

formerly with Friedman, Brokaw
& Lesser for a number of years.

J. M. Dain Co. Adds
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN.—Har¬
old H. Goodman has become asso¬

ciated with J. M. Dain & Co., 110
South Sixth Street, members of
the Midwest Stock Exchange.

Joins Prugh Combest
(Special to The Financial Chronicle)

KANSAS CITY, MO.—Harvey
Rechnitzer has become associated
with Prugh, Combest & Land, Inc.,
1016 Baltimore Avenue. He was

previously with H. O. Peet & Co.

With Prescott, Wright
Snider Co.

(Special to The Financial Chronicle)

KANSAS CITY, MO.—Kenneth
S. Ross has been added to the
staff of Prescott, Wright, Snider
Co., 916 Baltimore Avenue.

With King Merritt Co.
(Special to The Financial Chronicle)

MINNEAPOLIS, MINN.—John
R. Hormening has been added to
the staff of King Merritt & Co.,
Pence Building.
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of Current

Business Activity

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the

week or month ended on that date, or, in cases of quotations, are as of that date:

AMERICAN IRON AND STEEL INSTITUTE:

Indicated steel operations (percent of capacity-) __Jan. 29
'

Equivalent tc—
>Steel ingots and castings (net tons) Jan. 29

AMERICAN PETROLEUM INSTITUTE:
-Crude oil and condensate output —daily average (bbls. of 42

gallons each) — Jan-
Crude runs to stills—daily average (bbls.) — —Jan. 14
Gasoline output (bbls.) Jan-
Kerosene output (bbls.i — Jan-
Gas, oil, and distillate fuel oil output (bbls.) Jan. 14
(Residual fuel oil output (bbls.n Ja"- 14
Stocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at Jan. 14
Kerosene

. (bbls.) at — — T&n
Gas, oil; and distillate fuel oil (bbls.) at Jan. 14
Residual fuel oil (bbls.) at— •*an-

ASSOCIATION OF AMERICAN RAILROADS:
-Revenue freight loaded • number of cars)—-—~— ———Jan. 14
Revenue freight received from connections (number of cars) Jan. 14

CIVIL ENGINEERING CONSTRUCTION
RECORD:

Total U. S. construction——.
Private construction —

Public construction
State and municipal
Federal

_ ENGINEERING NEWS-

Jan. 19

; Jan. 19
... Jan. 19

Jan. 19

Jan. 19

COAL OUTPUT (U. S. BUREAU OT MINES):
Bituminous coal and lignite itons).
Pennsylvania anthracite (tons)
Beehive coke (tons)—

.Jan. 14

.Jan.14

.Jan.14

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS¬
TEM—1935-39 AVEKAGE=100— 44

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.)-- Jan- 21

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD-
STREET, INC. — -—Jan. 19

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.)-'. —-— Jan. 17
Pig iron (per gross ton' Jam 47
■Scrap steel (per gross ton) Jan. 17

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—

- Domestic refinery at——— -Jan. 18
Export refinery at .— Jan. 18

Straits tin (New Ycrk.i at-—-——— ——Jan. 18
Lead (New York) at————————-— ———-—_—-Jan. 18
Lead (St. Louis) at———— —-—------—————— Jan. 18
Zinc (East St. Louis) .ail—.*.—*—<—■! —i—Ja«- 18

-MOODY'S BOND PRICES DAILY AVERAGES:
tT. S. Government Bonds ....

Average corporate — —

Railroad Group ———

Public Utilities Group—— :

Industrials Group ———1._———

.Jan. 24

.Jan. 24

.Jan. 24

.Jan. 24

.Jan. 24

.Jan.24

.Jan. 24

.Jan. 24

.Jan.24

Latest

Week

93.9

1,790,000

4,925,750
C5,487,000
18,422,000
2,679,000
7,596,000
8,059,000

118,844,000
19,217,000
71,075,000
60,003,000

§631,018
§545,838

$182,177,000
103,902,000
78,275,000
55,613,000
22.G62.C00

7,420,000
660,000
27,400

233

6,041,158

231

13.837c
$46.05

$26.42

18.200c

18.425c

76.250c

12.000c

11.800c

,9.750c

103.90

116.41
121.67

120.02

116.02

108.88

112.00

117.20

120.43

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds— — 1 Jan. 24
.Average corporate— —— Jan. 24

Baa —— — - Jan. 24
Railroad Group — 1—Jan. 24
Public Utilities GroupU——— — —————Jan. 24
Industrials Grcup Jan. 24

MOODY'S COMMODITY INDEX— —Jan. 24

NATIONAL PAPERBOARD ASSOCIATION:
•Orders received (tons » —————— Jan. 14
Production (tons)_———u_—;—— .Jan. 14
Percentage of activity——, -——i _L__———,—Jan. 14
Unfilled orders (tons) at———— : — .—Jan. 14

OIL, PAINT AND DRUG REPORTER
AVERAGE=100

PRICE INDEX 1926-36
..Jan. 20

•STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers' purchases)— ;

Number of orders— Jan. 7
Number of shares—, — - — —Jan. 7
Dollar value Jan. 7

Odd-lot purchases by dealers (customers' sales)—
Numbdr of orders—Customers' total'sales .——— ,——Jan. 7
Customers' short sales Jan. 7
Customers' other sales Jan. 7

Number of shares—Customers' total sales— ————Jan. 7
Customers' short sales— — Jan. 7
Customers' other sales— —-——,———._.—Jan, 7

Dollar value Jan. 7

Round-lot sales by dealers—
Number of shares—Total sales Jan. 7
Short sales — Jan.' 7
Other sales —— — Jan. 7

Round-iot purchases by dealers—
Number of shares Jan. 7

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR—
1926—100:

All commodities I—— —— Jan. .17
Farm products __Jan. 17
Grains ——'——■ ——— Jan. 17
Livestock ". _ : - __Jan. 1.7

Foods — —:— ———„ —Jan. 17
Meats —: — Jan. 17

All commodities other than farm and foods— —Jan. 17
. Textile products .——' — Jan. 17

Fuel and lighting materials ; — __Jan. 17
Mgtals and metal products—a Jan. 17
Building materials ——.1 ; Jan. 17
Chemicals and allied products Jan. 17

♦Revised figure, ((Includes 500.000 barrels of foreign crude .runs. ?fhe weighted finished steel composite was revised for the
years 1941 to date. The weights used are based on the average «*i~<iTients f0r the 7 years 1937 to 1940 inclusive and
ISK6 to 1948 inclusive, §3s£eccs effect oi live-day week effect!** Sept 1, 1949. >. ■ \ t ■• ,.c-

2.21

2.83

2 57

2.65

2.85

3.23

3.06

2.79

2.63

354.6

198,135
207,624

94

388,173

122.3

- 27,570
833.663

$31,554,124

28.152
167

27,985
791,777

5,892
785,885

$27,165,478

238,150

238,150

291,480

Previous
Week

*95.0

1,810,300

4,926,700
5,524,000
18,710,000
2,687,000
7,348,000
8,336,000

116,774,000
20,215,000
75,338,000
*'61,715,000

§506,947
§471,344

$193,494,000
106,668,000
86,826,000
69,678,000
17,148,000

*5,650,000
401,000

*23,000

205

6,028,589

207

3.837c

$45.88
$26.42

18.200c

18.425c

77.0G0C

12.000c

11.800c

9.800c

Month

Ago

93.1

1,716,300

5,000,150
5,389,000
18,329,000
2,555,000
7,263,000
8,056,000

108,490,000
22.267,000
82,450.000

62,786,000

§639,723
§584,885

$155,507,000
80,135,000
75,372,000

53,146,000
22,220,000

8.715,000
618,000
20,500

584

5,993,943

196

3.836c

$45.88
$26.92

18.200c

18.425c

73.750c

12.000c

11.800c

9.750c

2.19

2.82

2.56

2.65

2.(85
3.23
3.07

2.78

2.62

352.3

210,930
170,231

74

399,645

123.2

22,998
686,555

$26,374,439

28,789
136

28,653

337,327
4.701

832,626
$26,522,220

348.130

348,130

176,370

2.17

2.85

2.58

2.60

2.87

3.29

3.12

2.79

2.G5

347.8

167,383
204,204

92

377,366

124.6

25,561
776,625

$30,688,357

31,856
187

31,669
897,933

6,987
890,946

$30,-^73,267

350,080

350,080

228,910

Year

Ago

101.1

1,863,800

5,482,100
5,789.000
18,432.000
2,762,000
7,784,000
9,950,000

109.219,000
22,471.000
66,018,000

63,721,000

733.865

640,105

$96,601,000
60.115,000
36.486,000

30,954,000
5.532.000

11,775,000

1,050,000
156,300

241

5,768,934

142

3.720c

$46.87
$40.92

23.200c

23.425c

103.000c

21.500c

21.300c
17.500c

104.25 104.50 101.26

116.61' 116.02 113.31

121.88 121.16 119.06

120.02 119.82 117.00

116.02 115.63 112.37

108.88 107.80 105.34

111.81 110.88 109.06

117.40 117.20 113.31

120.63 120.02 117.40

2.41

2.99

2.70
2.80

3.04

3.4'3
3.22

2.99

2.78

390.7

172,225
194,092

93

337,149

141.7

24.940

718,085

$27,940,680

19.126
239

18,887
484.010
8,298

475,712
$17,117,649

144,300

~T4~4~56O

332,430

150.9 *151.4 151.1 160.3

153.4 *155,3 155.0 171.6

159.6 160.1 160.9 166.6

190.6 *192.6 187.9 203.0

155.0 155.9 155.6 165.2

210.0 210.7 205.3 221.2

145.2 145.2 145.4 153.0

137.5 137.4 137.5 146.0

130.5 130.4 130.4 136.8

169.4 169.5 169.6 175.6

190.3. 190.3 1.90.3 202.8

11.6.0 *116.0 115.5 124.5

BANK DEBITS — BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM—

Month of December (in thousands)..

BANKERS DOLLAR ACCEPTANCES OUT¬

STANDING—FEDERAL RESERVE BANK

OF NEW YORK—As of Dec. 31:

Imports ( ... _

Exports
Domestic shipments .... ....

Domestic warehouse credits .

Dollar exchange
Based on goods stored and shipped between
foreign countries I

Latest

Month

Previous
Month

Year

Ago

$118,177,000 $99,491,000 $122,277,000

$183,801,000
48,909,000
8,967,000
21,307,000

$172,619,000 $163,749,000
43,998,000 56,633,000
8,391,00(1
16,547,000

9,567,000
15,833,000

529,000

8,932,000 9,131,000 12,455,000

Total $271,916,000 $250,686,000 $258,776,000

BUILDING PERMIT VALUATION — DUN &

BRADSTREET, INC.—215 CITIES—Month
of December:

•

New England
Middle Atlantic _

South Atlantic ....

East Central ...

South Central

West Central— ...

Mountain ——- •
, i

Total United States ,

New York City
Outside of New York City..

$27,310,952
61,903,158
28,019,321
58.248.704
46,395,520
22,109.045
7,122,523

59,229,6(17

$16,043,935
59,490,694
34,043,573
63,325,364
51,829.002
19,714,248
11,142,104
54,168,235

$14,063,380
77,84G,990
21,478,565
48,159,799
33,366,499
14,371,187
6,436,683
59,809,331

$310,418,890 $309,757,155 $275,532,434
41,739,020 37,418,647 46,214,077
268,679,870 272,338,508 229,318,357

BUSINESS FAILURES—DUN & BRADSTREET
INC.—Month of December:

Manufacturing number
Wholesale number _____ !
Retail number _

Construction number .....

Commercial service number..

Total number :

Manufacturing liabilities ... .....

Wholesale liabilities
Retail liabilities

Construction liabilities —

Commercial service liabilities

201 197 155
90 97 59
349 395 217

80 83 64
50 63 36

770 835 531

$7,465,000 $8,419,000 $21,980,000
3.020.000 2,808,000 2,184,000
6.284.000 5,929,000 4,247.000
1,814.000 4,362,000 2,396,000
668.000 1,281,000 924,000

Total liabilities — ; $19,251,000 $22,799,000 $31,731,009

COMMERCIAL PAPER OUTSTANDING—FED¬
ERAL RESERVE BANK OF NEW YORK—
As of Dec. 31 (000's omitted)

CONSUMER PURCHASES OF COMMODITIES-
DUN & BRADSTREET, INC. (1M5-1»39=
100)—Month of December ....

COTTON GINNING (DEPT. OF COMMERCE):
Running bales (excl. of linters to Jan. 161

COTTON AND LINTERS— DEPT. OF COM¬
MERCE—RUNNING BALES

Lint—Consumed month of December ...

In consuming establishments, as of Dec. 31
In public storage as of Dec. 31

Linters—Consumed month of December.
In consuming establishments as of Dec. 31
In public storage as oi Dec. 31

Cotton spindles active as of Dec, 31——

DEBARMENT STORE SALES—SECOND FED¬
ERAL RESERVE DISTRICT, FEDERAL
RESERVE BANK OF N. V, — IDB.V-BD
AVERAGESOO—Month of December:

Sales (average monthlyt, unadjusted... ...

Sales (average daily), unadjusted.— —

Sales (average daily), seasonally adjusted
Stocks, unadjusted as of Dec. 31.
Stocks seasonally adjusted as of Dec, 31—

NEW CAPITAL ISSUES IN GREAT BRITAIN-
MIDLAND BANK, LTD.—Month of December

NON-FERROUS CASTINGS (DEPT. OF COM¬
MERCE)—Shipments, month of November:

Aluminum (thousands of pounds)
Copper (thousands of pouudsi .....

Magnesium (thousands of pounds)
Zinc (thousands of poundsi
Lead die (thousands of pounds) ......

REAL ESTATE FINANCING IN NON-FARM
AREAS OF U. S. — FEDERAL SAVINGS
AND LOAN INSURANCE CORPORATION

: —Month of October (000's omitted):
Savings and Loan associations
Insurance companies —

Banks and Trust companies..
Mutual Savings banks
Individuals —...—: .... —

Miscellaneous lending institutions—______.

SOFTWOOD PLYWOOD (DEPT. OF COM¬
MERCE)—Month of November:

Production (M sq. ft. %-ln. equivalent)—
Shipments and consumption (M sq. feet,
a/a-in. equivalent) ;

Stocks (M sq. ft. %-in. equivalent) at end
of month ....————-—

Consumption of legs (M ft. log scalei.....
Stocks (M ft. log scale) at end of month...

STEEL CASTINGS (DEPT. OF COMMERCE)—
Month of November:

Shipments (short tons) ... -

For sale (short tons)
For producers' own use (short tons I ______

Unfilled orders for sale at end of month

(short tons)

TREASURY MARKET TRANSACTIONS IN DI¬
RECT AND GUARANTEED SECURITIES
OF U. S, A.—Month of December:

Net sales
Net purchases -

$257,000

272.2

15,G41,310

734.013

1,650.222
10.682.934

131.199
240.806

62.353

20,241.000

409
401

239

.207
227

$278,000

*276.8

771,833
1,455,143

10,516,430
131.518

246,43!)
42,913

20,314,000

287

293

226

255

221

$269,000

283.3

14,140,444

675,466
1,650,061
8.825,880
113,540
348,669
69,037

20,771,000

*424

*416
247

*216

*237

£8.446,000 £15,799,000 £5,592,000

26,317
61,818

801

31,249
*

800

$346,008
99.546

227,799
70,892
180,910
192,057

29,071
58.249

796

36,418
1,278

$338,067
90,432

216,058

69,763
171,863
166,049

$1,117,212 $1,052,232

176.501

180,945

51,316
76.007

230,154

76,437
50.685

25,752

117,865

$131,450

176,197

178,764

55,984
78,095

240,613

70,690
48,263

22,427

124,817

$11,531,250

34,550
86,497

728

t

1,152

$292,651
81,246
212,192
70,270
183,537
137,925

$977,830

172,151

160,833

64,670
77,230
356,464

146,335
110,275
36,560

395,013

$200,000

UNITED STATES EXPORTS AND IMPORTS-
BUREAU OF CENSUS—Month of November

(000's omitted):

Exports $835,500,000 *$349,100,000$1,023,000,000
Imports , 592,700,000 'SSg.lOO.OOO 600,642,000

ZINC OXIDE (BUREAU OF MINES)—Month
of October:

Production (short tens) ^ ... 10,431 13,746 Not avail,
Shipments (short tons) 15,658 16,307 Not avail,
Stocks at end of month (short tons).. 10,768 15,995 Not avail,

- - ^-Revised figure. - tCurrent< figures' comparable only from June, >1949, to date. . ,*
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The Government's Neurotic

Spending, Consumer Psychology
And the 1950 Stock Market
largest corporations—General Mo¬
tors, Chrysler, du Pont, Steel and
the like—that we have been prone
to overlook the not inconsiderable
drop in profits of many of our
smaller and medium sized com¬

panies.
Should there be a shrinkage in

number of units and piofits, what
will the government do to com¬

pensate? Will we have more roads,
more public buildings, more bong-
doodling, more veteran benefits
and the like, will we have the
new-style of self-liquidating defi¬
cit financing as evidenced by
bridges, toll roads, etc., will we
have new housing for anybody
without down-payments—or what
Will we do to compensate for $25
or $30 billion shrinkage in value
of product and income?

This is an election year. Con¬
gressional elections are not as im¬
portant as Presidential elections
but they are important, as an indi¬
cation of a trend. This was not
proven true in 1.946, but the story
might have been different had not
the Taft-Hartley act given the
Democratic party a peg on which
to hang its hat, and if the Repub¬
lican party had had something
more than a "me-too" program.

The Public Must Be Educated

It is now faced with a challenge
that not only it, but every clear-
thinking businessman and investor
should willingly accept, and not
assume the attitude that no one

kills Santa Claus. The next two
years should be years of education.
The laborer and the genera] public
should be made to understand how

comparatively small is the return
on capital—in spite of the fabu¬
lous profits—that is earned by our
small margin there is between a

largest corporations, and what a

profit and a loss of our smaller
businessmen. We know that a 10%
return on capital after taxes is
greater than is earned by the av¬

erage company. Yet how few
workmen would risk their life's
savings of say $5,000 to earn $500
a year above their present weekly
wages?

Do not let corporations wait for
a strike to go on the defensive.

Let them be continuously on the
offensive. We know the power of
advertising. We know the influ¬
ence of public relations, but cor¬

porations' public relations should
be just what the name implies—it
should be for the public—not only
ihe buying public, but to the ex¬

tent that they can be separated,
for the working public especially.
When Santa Claus indulges in

deficit financing and additional
taxes with which to buy his toys,
let the laborer and the public un¬

derstand that he is sapping the
strength of all of us, not only of
those who pay the taxes. Let them
understand that tools and plants
and machinery cost money, and
that these tools and plants and
machinery are paid for out of
profits, and that these make work
for more people. Taxes can de¬
stroy the growth of a corporation,
as the cost of any sickness will
dissipate the savings of a family.
We can still have our hospitals

and schools, our armaments and
our noble experiment of the Mar¬
shall Plan, if we will apply to all
of these sound sense in manage¬
ment that would be evidenced by
capable men at the heads of our

departments, instead of the war¬

time buddies of our Presidential
incumbent. There is much that can
be done and now is the time to

stprt to do it. Let us divorce our¬
selves from the neurosis that the

only road to prosperity is paved
with debt and inflation.

Stock Market Not Yet Forecasting
Possible Profit Squeeze

Meanwhile, the hope for a con¬
tinuance of the lush dividends
paid by corporations in 1949. and
the expectation that the present
high level of industrial produc¬
tion will not disappear in the near

future, has kept stock prices at
comparably high levels. Hence
they are apparently reflecting ex¬

isting conditions. They are not
forecasting the effect that a 10%
shrinkage in national product, and
a competitive profit squeeze will
have upon earnings. Just when
they will make such a forecast is
primarily a matter of public psy¬

chology.

Continued from page 18

Frustrated Federal Reserve Seeks
Unwarranted Power!

the Comptroller's examination for
national banks.

Here in the State of New York,
I am satisfied the examinations
conducted by the State Banking
Department conform to the high¬
est possible standards. They are,
I assert, fully equal in quality to
the excellent examinations con¬

ducted by the national bank
examiners in this district. Yet the
Federal Reserve does not dupli¬
cate the examinations of national
banks. It accepts the national
bank examiner's report. If there
is any real concern about dupli¬
cation of examinations, I can see
no reason why the Federal Re¬
serve should not equally accept
the examination reports of the
New York State Banking Depart¬
ment. I feel certain that the

Department would be prepared to
cooperate fully in such an ar¬

rangement.
I concur most heartily in the

suggestion of the Douglas report
that there should be established a

National Monetary and Credit
Council to coordinate the policies
of the various Federal super¬

visory, fiscal and lending agencies.
But I am restrained in my en¬

thusiasm for the proposal that the
head of the President's Council of
Economic Advisers should become

Chairman of such a committee.
As an alternative, I should like to
suggest that the chairmanship of
the committee be rotated among
the heads of the various agencies
involved. I should like further to

suggest that there should be rep¬
resentation on such a council for
the banking community as a

whole, and for the State bank
supervisors. After all, there are
some 9,200 State-chartered com¬

mercial banks having $64 billion
of resources. Why should they
always be ignored in government
councils concerning banking and
credit?

The Superintendent of Banks of
the State of New York has super¬

vision over nearly $34 billion of

banking assets. He is in close
contact with the banking super¬
visors of other slates, and I be¬
lieve it would be in the public
interest if he were made a

member of such a council. It

would, i think, also be in the
public interest if the President of
the American Bankers Association
were represented on that council.

Finally, I believe that the Fed¬
eral Reserve, instead of seeking
legislation to give in an unwel¬
come control over non-member

banks, and instead of opposing
legislation out of fear that it may
enable existing member banks to
escape, should launch a positive
program to make membership in
the Federal Reserve System more
attractive. A proposal has already
been advanced to reduce the un¬

necessarily high capital require¬
ments for membership in the
Federal Reserve System. That is
a step in the right direction.
There are others that could be

taken.

I hope that in what I have said
I have not wounded my many
warm friends in the System. I
have spoken so plainly because I
earnestly believe that vital mat¬
ters are at stake. To give the
Federal Reserve System power
over the reserves of non-member

banks would not merely weaken
our dual banking system, but
would actually weaken the Fed¬
eral Reserve System. It would
saddle the System with 7,000 cap¬
tive banks having a kind of
involuntary, second-class mem¬

bership. That's no way to build
anything.
It would tend to encourage in

the future increased recourse to

the "jiggling" of reserve require¬
ments as an instrument of policy
rather than the use of open
market operations. This whole
question would never have come

up had not the Federal itself been
a captive of the Treasury, de-
nrived of its normal means of

functioning.
Once the Federal Reserve's

power to influence the cost and
supply of money by other and bet¬
ter means is reasserted changes in
reserve requirements can be rele¬
gated to a minor role. Then the
question of Federal Reserve con¬

trol over non-member bank re¬

serves should become again as

unimportant as it was in the first
thirty years of the system's exist¬
ence.

It is not necessary to lodge in
Washington all authority over

banking in order to assure a

strong banking system. The dual
banking system exists in this
country because it has met the
needs of the people and because it
is suited to the temperament and
traditions of America. But like

every free institution, it must be
fought for every day. America
has today the strongest banking
system in the world. Those of us
who believe in the dual system
will fight to keep it strong and
we'll fight to keep it free.

With French &

Crawford, Inc.
(Special to The Financial Chronicle)

ATLANTA, GA.—Gertrude M.
Pruett has been added to the staff

of French & Crawford, Inc., 22
Marietta Street Building.

With Waddell & Reed
(Special to The Financial Chronicle)

KANSAS CITY, MO.—Wood-
row Wilson has become associated

with Waddell & Reed, Inc., 1012
Baltimore Avenue.

With Bankers Bond Co.
(Special to The Financial Chronicle)

LOUISVILLE, KY. —Perry R.
Miller has become connected with

The Bankers Bond Co., Kentucky
Home Life Bldg.

Continued from page 4

Hitting Nail on Head in Selling
How much time did you spend in
selling merchandise?"
One man said, "I spent 85 days,"

another, 150 days, and so on. There
were 240 days available to them,
and to you, for selling. But in
this survey that I am talking
about, the most efficient sales¬
man ispent 41 days total, selling
merchandise, talking about his
product or products in front of
the customer, and the rest of the
time was spent getting to the cus¬

tomer, or waiting to see the cus¬

tomer, or when he was in front
of the customer but talking about
everything but what he should be
talking about. 41 days, out of 240,
were spent in presenting the
goods to the customer.
I believe that is very interest¬

ing, when you talk about knowing
your market and planning your

work, because so much time can
be wasted and ill-spent by getting
ready to present your product to
the customer. But you could have
seen four other people while you
were getting ready to see this
very hot prospect who was prob¬
ably out of town by the time you
got there.

Satisfying the Customer

The job of selling is to initiate
and consummate a sale that is

satisfactorily and enthusiastically
received by the customer you are

selling, to give him an excellent
reason why he should buy, to
know your market and plan your
work so that you can spend your
time effectively.

Now, I came in here to tell
those point to you, and that was
one objective. The second objec¬
tive was to learn something from
you, because I think our prob¬
lems are mutual, and I would like
to now turn the floor over to you
and find out a few things about
your business.
I want you to ask me some

questions about my business, and
I presume that you are willing for
me to ask questions also. Is there
anything you would like to know?
Anything at all about the photo¬
graphic business and how we sell
merchandise or market it? If
there is, I would be delighted to
have an opportunity to try to
answer you.

Finding a Prospect

Well, if you have no questions,
I would like to ask you some

questions. Tell me, how do you
find a prospect? Where do you
start looking for a prospect? Does
someone give you the prospects,,
or do you have to go out and dig'
them up?
Voice: I would say that works

about 50-50. Some prospects come

my way from the customers, peo¬

ple who have actually done busi¬
ness with the company previously.
Sometimes they are legitimate
prospects, whom the customer
knows is interested, definitely in¬
terested, and sometimes it's just
a hint: "That bird seems to have

some money—why don't you go
and see him?"

Then, of course, there is a lot
of spade work that I do on my

own, looking for prospects. Some¬
times, if I know a customer quite
well I may feel it is proper to
ask him whether or not there is,
or are, any likely prospects in a

given area, or "Do you know Mr.
Smith, whose name I have seen
on the mailbox and who occupies
a very sumptuous looking estab¬
lishment?"

Mr. Balch: May I interrupt to
ask you this one question, or to
ask the group this one question?
Am I to assume, then, that you
are looking only for people who
have money?
Voice: Obviously.
Mr. Balch: Am I to assume, also,

that you are looking only for peo¬

ple who apparently have a lot of
money?
Voice: No.

Mr. Balch: That's the impres¬
sion I got from you.

Voice: Well, in finding the type,
of prospect—of course, there are
all kinds of customers. Some of
them are thousand-dollar-a-year
customers and some of them are

fifty-thousand-dollar-a-ycar cus¬

tomers.

Mr. Balch: Well, would a hun¬
dred of those thousand-dollar-a-

year customers look good to you?
Voice: Yes, they look good to

us, and that makes up a lot of
our business.

Mr. Balch: I was checking the
other day and I found out that
about 70 or 75% of our total busi¬
ness comes from only about 15
or 20% of the total number of
our customers, and we have a lot
of little customers to make up the
rest of it.

Voice: May I ask you a question?

Mr. Balch: I'll be delighted.
Voice: How do you go about

prospecting for the "little" cus¬
tomers? They are the hard ones
to find. You know, the ones who»
have money.

Mr. Balch: That's right.
Voice: They're obvious, but tl.fe

little one is more difficult.

Mr. Balch: Our hunting is prob¬
ably as difficult as yours, because
you are hunting for an individual,
and I am hunting for a business
of some kind, but we don't have
to hunt too long to find the pros¬

pect. We have to be sure that—
let's say, with a thousand pros¬
pects in your territory, that youi
don't try to see all thousand of
them, but pick out the ones wfce>
are best in that group.

For example, if you are selling
roll film and box cameras to the

drug industry in Georgia, there
are about 700 drug stores in.
Georgia, and we know that it
not profitable for you to go to
each of those, so we must help
you as much as we can, through
the information we get from our

distributors, and through our

knowledge of the country and of
the State, and through the Cham¬
ber of Commerce, and a million
other things, to find out and help
to tell you what drug stores are
the best ones for you to call on.
Voice: That would be the most

substantial, you mean?
Mr. Balch: That would afford

us the highest volume of business.
We call them the "high* l'lagpoie
accounts."

The same thing holds true m.
the portrait studios. There are
about 70,000 portrait studios, of
one kind or another, in the United
States, and it is obvious that it
would not be profitable to cad
on all of them, and, by the same

token, drug stores in the United
States, which comes to a large
total, and so we have to pick out
the boys we think we can get
the most business from. So our

hunting of a prospect is really
delineating, from the entire group,
the ones we think are the best;
and after the salesman has called

on the one he has picked out once
or twice and then determines that
he is not a likely prospect, he just
wipes him off the list, and there
are plenty of others to spend his
time with.

Competing With Yourself
Voice: I don't know whether

there i.s any answer to this or not,
but the firm I work for has been

established in this community for
58 years. In other words, we have*
an Ansco Company already es¬

tablished in the community, but

Continued on page 42
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Hitting Nail on
I have been with them only about
three or four years.

If Ansco has been studying the
market as they have in my com¬
munity, and found what is worth¬
while in a town, I'll ask you to
put yourself in the position of a
competitor of yourself and start
building from there, because this
is the problem I am out cracking,
every day, staying away from
what is already established and
trying to get something new.

Mr. Balch: I don't know whether
I would do exactly as you are

doing or not. If my competitor
was so firmly established in that
market, I think I would spend a
little bit of my time trying to get
some of his business, in an ethical
way, of course.
Voice: I am talking about com¬

peting with yourself, now.
Mr. Balch: I see what you mean.

In other words, your only room
for advancement is to create or

find new business?

Voice: That's right.

Mr. Balch: That is a terribly
hard problem. I don't know how
to answer it, in your business, be¬
cause we don't run up against
that, and I don't think we run
tip against any parallel of that,
in our business. If we are well
established, we have the man¬

power there to take care of it
and don't have another man com¬

ing in, trying to build on top of
that.

Voice: But you hire new sales¬
men, occasionally, to come in and
do just that thing?
Mr. Balch: That's right, but

here is an area in which we are

well-established, and where we

have two salesmen working, and
when we bring that new salesman
in, we will divide this territory
by three segments, either by dif¬
ferent types of accounts or by a

geographical division of that par¬
ticular area.

Voice: Would you mean that
you consider New York City satu¬
rated?

Voice: No, I'm not from New
York.

Mr. Balch: In other words, you
are working for a company that
is well established and you are

trying to build on new business
for that company?
Voice: That's right.
Mr. Balch: How do you go

about finding prospects, from their
records of lost customers?

Voice: No, we had a fellow in
our firm who did just that and he
is no longer with us, so I didn't
do that.

Mr. Balch: Well, that's smart.
"* Voice: I got into my car and
went around the town and looked

at places that had begun to look
active, where a lot of people are

going in and out, and I just went
in and talked with them, and
kept looking for something new
in the town.

Mr. Balch: This fellow that

you went in to see, at least where
you had a chance to talk with him
for a few minutes, did you ever

go back to see him again?
Voice: I've been calling on some

of them for two years and haven't
quit yet, but I have learned that
you have to go out and look for
things.
Mr. Balch: There's no question

about it, you have to go out and
dig up new, prospective customers.
In our business, it's very inter¬

esting and quite a lot of fun, be¬
cause I could talk for hours about

applications of photography and
the many gadgets that we could
sell.

Overcoming a Saturated Market

Just stop and think of it for a

good second. Every day in your

Head in Selling
life, whether it is at home or at
work, or in church, or school, or
on the subway, photography is
affecting your existence. From the
doctor's office to the dentist's of¬
fice, to the hospital, to the news¬
papers you read and the pictures
you see in "Look" and "Life," and
to the motion pictures that enter¬
tain you, and the films that train
you on your job—I mean, you
could just go on and on, and it
is very interesting.
If a market is saturated, we

don't try to go further there, but
we will come over with something'
new that has never been looked
at before, and see if we can find
an application of our product in
that particular market.
I admire your spunk and I hope

that you will be successful. That's
quite a job that you have. Do you
have any other questions that you
would like to ask?

Voice: Tell them something
about that Ail-Weather promotion
and how it developed business.

Mr. Balch: That was just one

of a million things that we are

trying to think of, every day, to
outsmart your competitor. You
see, we are in a beautiful spot.
We are the second largest manu¬
facturer in the business, and we

have a lot of fun in this business.

We got to thinking the other
day about a gadget to help you
decide to buy our film, if you
want to take pictures. I'll just
take a few seconds and tell you
about it.

Film has not changed in man¬

ufacture very much in the last
15 or 20 years, except that we
have speeded it up, and you can
now take pictures under poorer

lighting conditions than you did
15 or 20 years ago. But the film,
today, is good enough for you to
take pictures, whether the sun is
shining, or whether it is cloudy,
or. in fact, whether it is raining
or not.

However, unfortunately, you and
your family and your friends—
I'm talking about the average pic¬
ture-taker now—has the idea im¬
bedded in his mind that he can

only take a picture when the sun
is shining and, usually, over his
left shoulder, and so many times
have I heard people say, "Well,
gosh, the sun is not out, so we
can't take pictures."
That's just a lot of hogwash,

because you can take pictures,
whether it is cloudy or raining,
or whether the sun is shining or
not. So, to help dispel that atti¬
tude on the part of the average

snapshooter, and to help us with
another merchandising gimmick
and something to push out a little
more Ansco film, we called it
Ansco All-Weather Film. "Rain
or shine, take pictures any time,
with Ansco All-Weather Film."

We have a jingle, and we have
it on the radio, and you will see
it in our advertising and in our
window cards, and we are having
a lot of fun, because people are
not now asking for Ansco film—
and I don't know whether this
scares me or not—but people are
not asking for Ansco film. They
come in and say, "I want some
All Weather Film."

Well, that's good, but we haven't
had time to put "All-Weather
Film" on our little carton, or on
the box yet, so the clerk hands
the customer a roll of Ansco film
and it doesn't say a thing about
"All-Weather" on it, so the woman

says, "No, that's not what I want.
I want the All-Weather Film."

Of course, we will have that on
the carton soon, but that is a

little gimmick that is helping us

to merchandise the product, help¬

ing us to dispel, nationally, the
idea that you have to have the

sun out, and over your left shoul¬
der, beiore you can take a picture.
And, believe it or not, gentle¬

men, that is upping our sales, and
that is just delightful. That is
really wonderful.
Voice: Can you tell me, sir, do

you have much success on these
small drug stores, with a mail
campaign? Say that you haven't
got a salesman in a particular area
and you write them and describe
your product to them.
Mr. Balch: No, we don't directly

have a mail campaign to a drug
store, but McKesson-Robbins, let's
say, is the drug' distributor who
sells our merchandise, along with
about 30,000 others, and it is pos¬
sible we would; get them to have
a mail campaign.

But, in addition, we would go in
to McKesson-Robbins and present
the story of the All-Weather Film
and the camera so that they, in
turn, fan out to all the drug stores.
Let me tell you of one other

gimmick that was one of the most
successful things we have ever

done, which is still just another
application of the All-Weather
Film, and it is a littl^ more recent.
We have been working on this

for a year and a half now. You
know this busihess of taking flash
pictures, the inexpensive cameras
and inexpensive flash units that
will take a picture in this room,
and they have only come into
their own just recently.
But normally, if you go in to

buy that type of equipment so
you can take a picture of Suzie
at her first birthday party, at
home, you have to buy a camera,
a flash unit, and you have to buy
some batteries to go into the back
of the flash unit, that will explode
the bulb, and you have to buy
the bulb or bulbs, and you have
to buy some film to go into the
camera—well, it's quite obvious
that if you don't know too much
about it, and most people don't—
you will forget this or that item.
Now, we also know that teen¬

agers—or the kids who are 11
and 12, or 10 years old—they are
buying a lot of our products. So
several months before Christmas
we came out with a little package
—maybe you have seen it—called
the Junior Press Photographer's
outfit, directed primarily not at
you, but at the younger people,
10, 12, 14 years old.
Let me tell you what we had

in it. We had a camera and a

flash unit, and a flash bulb and
film, and the batteries, the whole
shooting match, so that when the
kid opened it up arid put it to¬
gether he was ready to take a

picture.
We thought this might start a

lot of the youngsters into taking
pictures and, as an additional in¬
centive, we provided a little card
which the youngster could stick
into his hat and call himself a

Junior Press Photographer. We
also had a little button that he
could put on his shirt, calling him¬
self a Junior Press Photographer.
We really labeled him.
Well, the darn thing clicked. It

just went over like a house afire.
We solid as many as we could
make. We worked 24 hours a day,
and our sales were away beyond
our fondest expectations.
Let me tell you a few things

that happened, out in the market.
The press photographers liked the
idea. They thought it was cute.
We received a lot of free publicity
in Richmond and Nashville and
in Washington and Dallas, and so
on, from the press photographers
of the local i sheets. There were

pictures in the papers showing the
Junior Press Photographer outfits
being given away by one of our
salesmen, along with a description
of the camera, and who made it
and how much it cost.
The next day, of course, the

stores put that little clipping in
their windows and sold quite a

lot of our product.

We had at little kid in the World

Series, and he was a "press pho¬

tographer." We got him in and
had a lot of gimmicks going
around, and he was taking pic¬
tures of DiMaggio and Robinson
and their teammates, and we have
a lot of that publicized, because
it was a human interest story.
One of our district managers

called me on the telephone to tell
me about something that I thought
was pretty cute. He is a loud¬
mouthed, hell - bent - for-election
Westerner, out in Kansas City,
and he called on the telephone:
"Bill, you know what I'm doing

with that thing?"—talking about
the camera outfit. I said, "What
are you doing?" He said, "You
know Mike—that's my little 11-
year-old boy?"
I said, "Yes," and he said, "Well,

I gave him one of those outfits."
I said, "Well, I think that's fine.
It's nice of a father to give one

of those outfits to his son."

Now, the gimmick in it was that
he said he would give his son one

if he would go to school 30 min-
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The Foreign Tra
was no chronic shortage o:'
sterling before 1914 in the sense

that we have a "dollar shortage"
today. Even after 1920, the un¬

balance leading to a dollar short¬
age was not apparent until
Britain's ill-fated attempt in 1926
to defend the prewar parity ol
the pound in spite of her greatly
reduced postwar circumstances
The result was the collapse of the
gold standard under the added
strain of American depression
and the American high-tariff pol¬
icy of 1930-1934. Again, as in
1920-1925, exchange-rate adjust¬
ment brought relief to some

countries, such as Great Britain,
the sterling area, and France,
But the countries of Central Eu¬

rope forecast the shape of things
to come by maintaining over¬

valued currency rates through the
rigid control and rationing of
foreign exchange.
It would be wrong to say that

exchange-rate movements have in
the past provided a cure-all foi
unbalanced trade. But they hac
their place. Several important
factors contributed to the endur¬

ing dependability of the sterling
standard. Fiijst, debtor nations
accepted exchange parities which
they were able to maintain
through relatively small adjust¬
ments of prices and money in¬
comes. Second, debtors were

willing to accept the discipline of
the gold standard and to acqui¬
esce, under the rules of that
standard, in the price and income
adjustments which their trading
position required. And third
the world's creditor, Great Brit¬
ain, made additional sterling
available through the vigorous
international lending of her 'fi¬
nancial and business community
and the free trade policy of her
government.
In meeting any emergency we

must combine the lessons of the

past with inventiveness and
imagination in the present. In
the past, as in any relatively
"normal" period, responsibility
for international economic stabil¬

ity was divided between the
creditor and debtor countries of

the world. But, in the period

immediately following the second
world war the primary responsi¬

bility lay with the creditors; and
in meeting this responsibility the
United States and Canada em¬

barked on an unprecedented pro¬

gram of loans and gifts to the
war-torn, countries of Europe.

An imminent U. S. dollar short¬

age of her own eventually forced
Canada to abandon the making
of further loans and gifts,, and so

it came to pass that the financial

utes early each day, stand out¬
side of the school and take pic¬
tures, wearing the card in his hat,
and the button, for 30 minutes
before school started. Well, every
drug store in the whole com¬
munity was soon screaming for
those outfits. All the kids wanted
to buy these outfits.
That was amazing to me. We

had done nothing new, or hadn't
manufactured anything new. It
was simply the product that we
manufacture every day, but it was
just a new approach with a sales
gimmick that clicked, because we
had put it into the package and
offered the prospect an oppor¬

tunity to take pictures quickly.
And I think you could apply

that in any game of selling, in
your town as well as mine. You
have to find some little way to
go around here and beat the guy
that hadn't thought of the idea
first, and I'm sure you can do it
because that has been done for

years and years and years.

le Picture
burden fell entirely on the United
States. Here the inventiveness
and imagination to which I have
referred came to the rescue with
the greatest innovation in inter¬
national finance since wartime
Lend-Lease: I refer of course to
the Marshall Plan.

"During the past year Europe
has continued to draw on Marshall

aid, as she has done since April,
1948. But the period of emer¬

gency must eventually end and
normal methods of financing
world trade must be resumed. Of¬

ficially, the emergency period, as
far as Marshall aid is concerned,
will end in 1952. It could be ar¬

gued that the emergency period
ought to end as soon as production
per head is restored to prewar
levels in countries receiving emer¬

gency aid.

Actually, the Economic Com¬
mission for Europe has estimated
that in 1948 output per worker in
all but the defeated countries had

reached or surpassed the pre¬
war level. Even with a large al¬
lowance for error, the recovery

indicated is remarkable; and
sooner or later some reason other
than the "failure of production"
will have to be found to justify
recurring exchange crises with
their counterparts: extension of
the "emergency" period and re¬

quests for renewed and even in¬
creased foreign aid. ■

Responsibility Lies with Both „

Creditor and Debtor Nations

We are at a stage now in which
responsibility for restoring bal¬
ance in our international economy
must be more evenly divided be¬
tween creditor and debtor nations
than it could be in the period
immediately after the war. The
nations of Europe, through their
own efforts and with the help of
loans and gifts from abroad, have
built up their production to the
prewar standard. Further prog¬
ress in production would be
immensely beneficial, but the
immediate problem has become
not production as such, but effi¬
cient production. In other words,
we are back to "normal times"

again in the sense that the old

problems of competition in inter¬
national trade, such as costs,
prices and salesmanship must
once more be met. Under these

conditions, we still need the in¬
ventiveness and i m a g in a t i o n

which have helped debtor and

creditor countries by cooperative
effort to progress as far as they
have along the road to wortd
recovery. But we need also to
restore as nearly as we can the
favorable economic environment
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that made international stability
possible in the golden age of the
sterling standard.

„ Steps to Achieve Economic
Stabilization

This problem cannot be solved
in a single step. In fact, several
steps)must be taken if the world
is to achieve international eco¬

nomic stability. If these steps
had been taken sooner, the shock
and possible disappointment of
the recent devaluations might
have been avoided. However,
devaluation has at least broken
the log jam; but' we must take
immediate advantage of this ini¬
tial break in the barriers to trade
which have been thrown up by
overvalued exchange rates and
rigidly held in place by govern¬
ment controls.

The steps, in my opinion, are
as follows:

First, nations of the world
should re-learn a basic lesson of
the first world war and settle
their war debts. Thanks to Lend-
Lease and Hyde Park, these debts
today are confined largely to
£31//2 billion which Britain owes

to India and Egypt. As everyone
knows, these debts were incurred
largely for military operations in
the common cause of all nations
allied against the Axis powers.
From these operations the two
creditor nations themselves—like
all Britain's allies—drew substan¬
tial aid and protection. In the
name of justice and expediency,
now is the time for agreement
and action to remove this burden
on Britain's economy and wipe
out the greatest single threat to
the stability of the pound.

. Second, for a certain fixed pe¬
riod, we should let the market
determine rates of exchange, as
it did immediately after the first
world war. This means free ex¬

changes, except for government
pegging against violent move¬
ments due to sneculative capital
i'loWs. It means abandoning at
least temporarily the rigid ex¬

change parities established by
the International Monetary Fund.
We need not abandon the Fund

Agreement; in fact, we may find
it useful after the free exchange
market has done its work.

; Third, at the end of this pe¬

riod of free-market valuation, we
should stabilize currencies by
reference to the rates which the
free market has determined. In
this way we could avoid the
errors of over- and undervalua¬

tion that doomed the return to

gold in the 1920s.
. Fourth, having stabilized ex¬

change rates at the level decreed
by the free market, the world
must adopt some device to keep
them that way. The gold stand¬
ard was such a device. Under the

gold standard, limited exchange-
rates movements and, if neces¬

sary, changes in prices and na¬
tional incomes combined to keep
the international economy on an
even keel. Thus the gold stand¬
ard kept nations within their

'
means before the days of the great
illusion that international equi¬
librium can only be achieved by
clamping the fetters of exchange
control upon free international
trade.

But even the passage of time
and the restoration of realistic

exchange rates may not destroy
all the political and economic ob¬
stacles that today prevent the
return to gold. Were it possible,
however, to restore gold, these
obstacles might be further re¬

duced by widening the spread
between the buying and selling
prices for gold; that is, by arti¬
ficially widening the parity range
set by the gold shipping points.
In this way painful price and in¬
come adjustments might be
smaller and less frequent under
the traditional gold standard.
But the modern vogue for man¬

aged currencies might cause even

this modified gold standard to be

politically unacceptable, in which

case we should have to settle for
a weaker compromise. If some

equivalent of the gold standara
is adopted as a compromise, the
essential features of the gold
standard must nevertheless be
retained. Exchanges may be
pegged not through the automatic
mechanism of the gold standard,
but through the use of stabiliza¬
tion funds. But the parallel with
the gold standard must be car¬

ried further. The ultimate de¬
fense against loss of gold and
foreign exchange must continue
to be not exchange controls, bul
adjustment of prices and national

incomes, or, in extreme cases,
movement of the exchange rate17
themselves. We would then have
a flexible mechanism which
would be the equivalent of the
modified gold standard previously
discussed.

Whatever device is adopted, the
International Monetary Fund
could be extremely useful, not
only in bridging temporary gaps
with stabilization loans, but more
important still, by policing its
members and employing all its
not inconsiderable powers to pre¬
vent the reappearance of ex¬

change control.

Fifth, the gold standard (or its
equivalent) must be made to
work by the proper discipline not
only of debtor, but of creditor na¬
tions as well. This means a re¬

turn to the two basic require¬
ments of responsible creditor na¬

tions: vigorous international lend-
ing and free trade. (For all prac¬
tical

, purposes this principle
would apply without qualification
today to one nation only, namely,
the United States, but it applies
in some degree to other nations
as well, including our own.) It
means the encouragement of pri¬
vate international investment,
both direct investment in branch

plants and subsidiaries and port¬
folio investment in foreign se¬
curities. It means cooperation
with the International Bank fo.r
Reconstruction and Development
in its efforts through precept and
example to encourage private
capital to supplement and sup¬

plant governmental credit. It
means a return to the risk-taking
and enterprise required to de¬
velop rich but industrially back¬
ward areas. It means lower tar¬

iffs and the removal of other less
obvious restrictions, such as cus¬

toms formalities and red tape. It
means, finally, freer travel with
the progressive elimination of
transit visas, currency restrictions,
tedious border-crossing formali¬
ties and other fetters on tourism
that offset the soeed of modern
travel by air, train, steamship or
auto and annoy and harass the
traveler.

Two Simple Propositions

These five points we have out¬
lined add up to two simple propo¬
sitions: first, debtor countries
must behave like responsible debt¬
ors and accept the discipline im¬
posed by the competitive re¬
quirements of free international
trade. Second, creditor countries
must behave like good creditors
and help make their debtors
solvent and prosperous. One way
is through the encouragement by
creditor countries of international
investment by their citizens, and
they must also join with debtor
countries in the removal of bar¬

riers to the movement of goods
services and human b,eings across

international frontiers.

The Canadian Economy Today
If all these suggestions for in¬

ternational policy were accepted
and if they were all successful
beyond belief, many economic
problems would remain for Can¬
ada and other individual nations
to solve. The unvaYhlshed fact is
that the big international prob¬
lems are still with us; and Canada
especially finds her domestic
problems greatly complicated by
her unique position in world
economy. I shall consider Canada

in 1949 under four maip heads:
(1) Canada's reputation, (2) Can¬
ada's record, (3) Canada's weak¬
ness, and (4) Canada's strength.
(1) Canada's Reputation—Can¬

ada's reputation is one of which
Canadians can be proud. With the
usual discount for politeness, one
gathers from foreign visits and
foreign visitors that Canada is at
once a bulwark of free enterprise,
and a model for wisdom in gov¬
ernment regulation; the possessor
of an admirable private banking
system and of the best practice
in efficient Central Bank control:
the stronghold of a sound con¬

servative tradition and the home
of interesting experiments in po¬
litical and economic order. These
contrasts set out a picture, good
in the eyes of the foreign be¬
holder, but they are sometimes
esteemed rather differently at
close range by an ordinary Ca¬
nadian. Foreign tributes to Ca¬
nadian efficiency are encouraging
in themselves whatever we at
home may think of some of the
ends to which that efficiency is
directed. We don't have to be too
modest, at least among ourselves.
We can spare ourselves an in¬
feriority complex and the ab¬
normal national behavior to which
it may give rise. As a nation, we
have accomplished much; not all
of it is good, but the power for
good is there; and in 1949, as in
previous years, our good repute
is, in large measure, supported by
our record.

(2J Canada's Record—The year
1949 saw a further increase in
Canada's industrial plant and
equipment, the maintenance of
the high levels of consumption
attained in 1943, and the over-all
expansion of the net and gross
national product beyond the rec¬
ord levels of a year ago. Indus¬
trial production here, unlike in¬
dustrial production in the United
States, continued the long j

gradual rise which has remai
unbroken since the war. The post¬
war rise in the cost of living, after
a false leveling off in March, con¬
tinued to rise to a postwar peak
in August. But it seems likely
now that the index has really
leveled out, and that a large part
of the increase in national prod¬
uct during 1949 may be fairly
ascribed to increased real pro¬
duction and not to increased
prices. In other words, progress
in 1949 has been attended with a

high degree of stability. It is im¬
portant to note that Canada is one

of the few countries today that
can still boast a substantial bud¬
get surplus. This not only con¬
tributes to stability, but it turns
prosperity to good account by im¬
proving the credit of the govern¬
ment.

,(3) Canada's Weakness—Against
this favorable record for 1949
must be placed a few gloomy no¬
tations which, however, need not
perturb us unduly if we handle
ourselves properly. These con¬

cern most of all our export posi¬
tion.

As in previous years, the pro¬
duction of goods and services for
export made up one-third of our
net national product. Canada con¬

tinued to run a deficit in trade
with the United States and a sur¬

plus in her trade with countries
overseas.

In 1948, Canada's $400 million
deficit in her Balance of Pay¬
ments with the United States was

more than made up by dollars
earned in trade with European
and other countries financed di¬

rectly or indirectly by Marshall
Plan aid. When our Balance with
the United States is finally struck
for 1949, we may find that our

deficit has increased to approxi¬
mately $600 million. At the same

time, if present trends continue,
our receipts of dollars from West¬

ern Europe and the rest of the

world will have decreased. We

may expect a falling off in our

dollar earnings from overseas

trade to a figure somewhat below
the $770 million we got from this
source in 1948, in spite of the
maintenance throughout the year
of our exports to the United King¬
dom.

From this summary of our 1949
trade two main facts appear;
first, our over-all surplus with
the world is dwindling; and sec¬

ond, our direct earnings of dollars
through exports to the United
States is becoming relatively more
important than our indirect earn¬
ings of dollars through trade with
U. S.-financed Europe. The first,
the decline in over-all surplus, is
an ominous trend for a debtor na¬
tion, and can be explained in part
by exchange restrictions overseas,
in part by the fact that our im¬
ports from the United States are

growing more rapidly than our
exports to them. The second, our
growing export trade with the;
United States, is favorable in it- ■

self in the short run so long as

sterling and other European cur¬
rencies are not freely convertible, jBut we must realize that it means '
a loss, at least temporarily, of
established markets in Europe.
Nevertheless the continued fail- j

ure of our overseas customers to
earn sufficient dollars, through j
trade and investment rather than
through gifts from the dollar area
may force us to realign our trade, j
That is, we may have to contem¬
plate the contraction of traditional
markets in Europe offset to some j
degree by increased sales to the!
dollar area. The least transfer¬
able of our major exports over¬
seas are wheat and wheat flour.
The amount involved is about
$300 millions per year to our big¬
gest customer, the United King¬
dom; and shifting is difficult
owing to large exportable sur¬

pluses of these products within
the United States. To finance
wheat exports through new loans
to the United Kingdom would
mean a return to our lending pol¬
icy of 1945-46 and a return to our

dollar-short position of 1947. We
therefore seem to be faced with
a major shift in a basic industry
that can be effected slowly at
best.

The most favorable develop¬
ment in our world trade would
be an increase in our imports
from Europe and especially from
the United Kingdom, or increased
dollar earnings by these countries
in their trade with the United
States. To wipe out our U. S.

dollar deficit would involve a
shift of a comparatively small
percentage of our present imports
from the United States to Eu¬
ropean sources of supply; and a
shift of a similar portion of our
export trade from overseas chan¬
nels to United States markets. To

attempt this shift through further
curbs on imports from the United
States would be a move backward
to more rigid exchange controls
with all the disadvantages of such
a move for ourselves and for the
world economy. Fortunately the
recent devaluations have provided
some incentive for precisely the
shift we have in mind without an
increase in controls. European
exports to Canada and the United
States have been made more prof¬
itable relative to exports to soft
currency areas; and imports from
the dollar area have become more

expensive in terms of European
currencies relative to imports
from soft-currency areas. But *the
end result will depend on the ef¬
fectiveness of the devaluations

over a period of time; and the

truly multilateral solution without

a retreat into controls must wait

upon a general attack on cur¬

rency problems such as that we

outlined in the first part of this
address.

We should not be either exalted

or depressed by immediate condi¬
tions but we must realize that our

national income has in the past

followed the fortunes of our ex¬

port trade with a lag of from
three to six months. The plain
tru.u is tnat Canada's domestic
prosperity depends upon our han¬
dling of a complicated foreign-trade
problem. A a in tne final analysis
both our domestic prosperity and
the future of world trade itself
will depend upon a concerted in¬
ternational effort by all nations to
return aloi g the path we outlined
eailier; that is, along the path to
multilateral world trade unham¬
pered by exchange restrictions,
bilateral pacts, and all the para¬

phernalia of government control.

(4) Canada's Strength—It is re-
fresf ing to turn from Canada's
difficulties in the next few months
to her prospects over the next
few years, or better still over the
next decade and many more to
come. We have the essential ele¬
ments that need only a little time
to bring about an enormous in¬
crease in our national wealth.
These sources ot economic strength
are our natural resources and the
temper of our people. Our nat¬
ural resources already discovered
are great indeed, and our avail¬
able resources are being aug¬
mented almost daily by new dis¬
coveries such as the recent ones

in oil, iron ore, titanium, and the
mighty raw. materials of atomic
power. Our human resources, too,
are extensible. I have already re¬
ferred to the quality of our peo¬
ple, but we can improve on nature
through training and experience,
and more important still we can

increase our human resources

through an increase in the popu¬
lation itself. Canada's scarcest
natural resourse is her working
population. Here, as with our for¬
ests, mines, and oil fields, we must
practice conservation through the
wise and economical use of what
we have. But to parallel our new
discoveries and to ensure their
full and efficient use we must
or bark on a bold policy of im¬
migration. In this way we can in¬
crease t' e quantity of the one re¬
source that is in short supply. In
this way we can remove the one

factor that sets a present limit
to the -growth of our national
wealth. Against this prospect the
few hundred millions of U. S. dol¬
lars that measure our present dol¬
lar difficulties pale to insignifi¬
cance.

This prospect of economic in¬
dependence does not mean a re¬

duction in trade. We do not have
to turn our backs on the inter¬

dependence of nations that ac¬

companies international c o m-

merce. Trade among independent,
industrially developed countries
is the most profitable trade of all.
The world is gradually moving
away from trade between indus¬
trialized countries and under-de¬

veloped areas, away from trade
that requires colonial dependence,
to trade among industrial equals.
And in thjs evolution of world

economy, Canada is at present
leading the way.

In the short run, as we have
seen, Canada's international posi¬
tion makes her vulnerable to the

present unbalance in the world

economy. But. as she achieves
economic independence through
the development of her natural
resources, the growth of her home
market and the development of
her industrial enterprise, her vul¬
nerability will disappear.
The development of her natural

resources by the capital and ini¬
tiative and energy^ of her people;
the use of these resources by an

increasing domestic population,
and the exchange of our increased
industrial output with other coun¬
tries in an expanding and en¬

riched foreign trade: these will
be an effective guarantee that
Canada shall achieve an assured

and pre-eminent place in the

economy of nations, and that she
will be a happy land in which to
live.
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the-clock, they would have to offer companies willing to
accept this uneconomic burden some protection against
too excessive competition on the profitable routes.
Similar developments may be in store in air transpor¬
tation.

>• The airlines, along with other industries, face certain
problems which can have an Important effect upon their
operations during the coming year. Labor-management
relations of the air carriers are governed by the Rail¬
way Labor Act enacted in 1926. Airlines should be per¬
mitted to operate under more modern labor legislation
such as the Taft-Hartley Act. Double taxation, unjusti¬
fiable spending, and waste in government agencies hangs
like a pall over our country affecting all industries and
all Americans.

• The year just ended has seen the industry make great
strides in better service to the public and in more effi¬
cient operation. For 1950, there should be continued
progress, with an increase in air travel and improved re¬
sults for the airlines, their customers, investors and em-

W. L. LYONS BROWN

President, Brown-Forman Distillers Corporation

An examination of past performance and current
trends in the beverage distilling industry would seem to
justify a forecast that sales during the year 1950 will
equal and perhaps exceed those for the year 1949.

"Government and industry econ¬

omists have predicted a generally
favorable economic situation. This
would indicate a favorable atmo¬

sphere for distilled spirits consump¬
tion. Based on these predictions, it
is reasonable to expect that distilled
spirits sales may reach 175-180 mil¬
lion gallons during the calendar year.
This compares with an actual con¬
sumption of 171 million gallons in
1948 and an estimated consumption
of a similar amount during 1949.
There is little or no chance that

distilled spirits consumption will
reach the all-time peak of 230 mil¬
lion gallons in 1946. However, the
industry feels that sales are certain
to start moving up again during the

coming year with the outside possibility that they might
reach the 1947 figures of 181 million gallons.
Wartime and early postwar curbs on production have

materially restricted the ability of distillers to offer con¬
sumers sizable quantities of ail types of whsiky at com¬
petitive prices. During 1950 an estimated 100 million
gallons of whisky will become four years old. This should
aid in generally relieving the existing supply problem.
However, it should be noted that all distillers have not
balanced their inventories, nor can they in 1950.
Some followers of industry developments have ex¬

pressed fears of inventory surpluses with possible sharp
price declines resulting therefrom. These fears have
been overstated inasmuch as the latest Alcohol Tax Unit
estimate shows whisky of all ages in inventory at 606,-
210,389 gallons which, when adjusted for losses due to
leakage and evaporation, already total only a little more
than 500 million gallons. In prewar 1941, inventories
after losses stood at approximately 420 million gallons.
However, increases in both population and income since
that time dictate greater supplies.

W. L. Lyons Brown

Age
0 — 1

1 — 2

2— 3

3 — 4

over 4

Quantity (in thous, of gals.)
6-30-49 6-30-41

138,300
112,950
136,275

100,700
23,250

511,475

111,475
83,950
65,800
52,925
104,500

418,650

The bulk of existing inventory as shown in
accompanying table is in the younger aged brackets
and will not be aavailable for bottling during 1950.
At mid-1949 only approximately 23 million gallons
bad already matured four years or more, with 100
million maturing in the 12 months following; in mid-
1941, 104 million gallons were more than four years old,
backed up by 53 million in the year following. Many
companies see the necessity for. competitive reasons to
rebuild their inventory of 5, 6 and 7-year-old whiskies
which are today virtually extinct. A proportion of the
4-year-old whiskies will, therefore, not be marketed.

On the whole, however, during 1950 consumers will
foe able to exercise their normal whisky purchasing de-
rsires more freely than at any time since the st^rt of the
war. The most significant change that can be expected
from this freedom of choice is the increased sale of

straight and bonded whiskies. Spirit blends, which dom¬
inated the market during the war because of abnormal
conditions which necessitated the conservation of aged

whiskies, are already losing part of their wartime gain.
For the fiscal year ending June 30, 1949, when aged
whisky was in shortest supply, approximately 14% of
the total whisky bottled was straights or bonds. All other
whisky was spirit blends which consisted of a portion
of straight whisky combined with neutral grain spirits.
In September, 1949, straights and bonds represented

over 18% of total whisky sales, and our market studies
indicate that they may represent as much as 30% of total
sales during 1950.
Because of increased inventories of matured whiskies,

our company took the leadership in announcing price
reductions on bonded whisky. These price reductions
took effect Nov. 1, 1949, in most states. The reductions
had an immediate favorable effect on the sales of our
products. It is apparent to us that the consumer desires
bonded whiskies and premium 4-year-old straight whis¬
kies and that the price reductions accelerated the return
to the normal consumer buying pattern. It appears likely
that those companies which feature bonds and matured
straights will have further opportunity during 1950 to
expand their sales.
Other aspects of the distilled spirits outlook include

the following:

(1) It is likely that the costs of operation in the man¬
ufacture and distribution of distilled spirits will continue
to increase, thus working against the desire to cut prices.
Distillers, to maintain their income, will necessarily have
to stress manufacturing and distributing efficiency and
economy. Increased competition will cause an increased
emphasis on merchandising, advertising, and promotion,
especially because of the need of some distillers to re¬
establish brands which have been relatively inactive
during the past several years.
(2) It is possible that there will be re-introduced some

lower-priced brands which were featured in the prewar
market.

(3) Those who predict sharp price cutting in the
whisky industry overlook the part taxes play in setting
the price as well as limiting the sales of distilled spirits.
More than 50% of the distiller's selling price is repre¬
sented by taxes, and the consumer must continue to pay
at or near present prices because of these taxes.
Summarizing, it appears:

(1) Sales volume for the beverage distilling industry
will rise during 1950.

(2) Price reductions will be limited because of high
taxes, the high cost of production and distribution, and
the available aged whisky supply.

(3) There will be a shift in consumer demand toward
straights and bonded whiskies.
(4) Companies with established brands of bonds and

straights should benefit from increased consumer selec¬
tivity.

(5) The profits of distilling companies will depend
even more than in recent years upon the quality of mer¬
chandise and of merchandising.

P. E. CONNOR

President, Western Auto Supply Company

Inasmuch as the name Western Auto Supply Company
is not entirely descriptive, I should say the following re¬
marks apply to the retail and wholesale distribution of
auto parts and supplies, household appliances, certain

hardware groups, sporting goods and
toys, which comprise the principal
lines handled. The information we

have on the various factors affecting
business as a whole, and those with
particular effect on retailing, indi¬
cate to us that 1950 should be a sat¬
isfactory year, probably about the
same as 1949.

Most of the basic industries are

reported to have sufficient backlog
and momentum to continue at a high
level of production through the first
half of 1950, which along with Fed¬
eral support of farm prices appears
to underwrite a level of personal in¬
come close to 1949 levels. The ex¬

pected Federal deficit of about $5V2
billion for the fiscal year 1950, and

distribution of $2,800,000,000 to veterans on their Na¬
tional Life Insurance Certificates should both tend to
increase volume of business during this year, and partic¬
ularly in the first half. In view of these factors, and
considering moderate expansion of outlets and lines,
Western Auto is budgeting sales volume for 1950 slightly
higher than in 1949.
Present indications are that prices are likely to hold

steady at least through the first half of 1950, with some
tendency toward slight decreases in the second half due
to competitive pressure rather than lower costs. Sup¬
pliers of hard lines in our field seem generally to be
absorbing higher steel costs and some increase in labor
costs through production economies or reduced margins.
With ample supply available in all lines of consumer

merchandise, we look for intense retail competition for
the consumer dollar throughout 1950, and consequently
some reductions in gross margins, probably on the part
of both manufacturers and distributors. A high level
of advertising and promotional expenditures will be
needed to maintain volume.

Operating expenses generally should hold fairly stable,
with some exceptions still showing an uptrend. Occu¬
pancy costs in particular seem likely to continue to rise
due to high construction costs. Labor rates tend to be
increasing slightly but are partially offset by higher pro¬
ductivity. Tight control of expenses will be needed to
produce net profits at 1949 levels.

P. E. Connor

Powel Crosley, Jr.

POWEL CROSLEY, JR.
President, Crosley Motors, Inc.

Before looking ahead and expressing an opinion on
1950's business prospects for the small car in America,
I think I should look backward a bit to lay a foundation
fob my statement about the coming year. I have had a

great personal interest for many

years in the manufacture of small
cars. My desire to build a light¬
weight automobile and sell it at a

low, reasonable price led me in 1939
to establish an automotive division
at The Crosley Corp. of which I was
then President. Prior to that time,
I had made many automobiles of
small size, including a three-wheeled
motor vehicle. I have always
thought that, in addition to the
lower initial cost, many Americans
would appreciate the economic ad¬
vantages of operation and mainten¬
ance, the safety, the smooth han¬
dling and easy parking of the small
car. Crosley Motors, Inc. has shipped
nearly 70,000 cars from its Marion
factory since the first postwar Crosley car came off
the assembly line in June, 1946. This, I feel, establishes
the fact that there is a real market for the small car
here in the United States.
What is that market likely to be in 1950? Let. me say

at the outset that we have no ambition to match

numerically the sales of the Big Three. I have always
rather conservatively estimated the American market
for our car^ Our sights are aimed at a 1% market, that
is, 1% of the cars that change hands, each year. We
roughly estimate this to be 5,000.000 new cars and 10,-
000,000 used cars—which will give us a potential market
of approximately 150,000 cars per year.
At present, Crosley Motors, Inc. is the only American

manufacturer engaged in the mass-production of a small
car. In striving to realize this potential, Crosley Motors
in 1950 will increase its number of dealers substantially.
To that end, we adopted this past summer the Distrib¬
utor-Dealer plan of distribution and we have now the
assistance of 75 distributors in the establishment of new
dealers throughout the United States.
We believe the retail market is there in 1950 for these

dealers. They benefit from attractive Crosley prices
which are still the lowest in the industry, ranging from
a factory delivered price of $825 lot the quarter-ton
pick-up truck to $894 for the station wagon. The public
acceptance of the small car grows every day as more
people see more Crosleys on the highway. In addition,
we are olfering a variety of body types styled to meet
every demand. Our experience shows a growing demand
for used Crosley cars and an increase in their value.
Crosley new car delivery records indicate that repeat
sales to Crosley owners are running about one-third of
the total retail sales. I feel that this ik a very excellent
commentary on the increasing desirability of the small
car.

We realize that competition from the used cars of
other manufacturers; competition of other new products,
such as television sets, for the consumer's dollar; in¬
creased taxes and other increasing costs of doing busi¬
ness will affect our position in the coming year. Never¬
theless we feel that the acceptance of the small car by
the American driver will continue to increase at an

accelerating rate in 1950 with a corresponding growth
in our market.

PHILIP II. COONEY

Vice-President, Insurance Company of North America
Companies

In an attempt to appraise or formulate the investment
policy of fire and casualty insurance companies for 1950
it is necessary to take an inventory of those factors
which are evident at the present time.
These insurance companies will

have less money to invest during
1950, not because of lower earnings,
but due to the fact that they will be

paying income taxes on the excellent
earnings of 1949. The Federal Gov¬
ernment is committed to a program

of large expenditures and these re¬

quirements can be balanced either
through higher taxes or deficit fi¬
nancing. In view of the high cost
of servicing the government debt
and the possibility of more deficit
financing, it is obvious that the
Administration will continue its pol¬

icy of cheap money. Therefore, no
appreciable change can be expected
in the yields of government bonds
except probably a tendency to
slightly lower rates.
Yields of municipal bonds are related to taxes and

while there is nothing definite about an increase in
taxes, certainly taxes will not be lowered.
High-grade corporate bonds bear a definite relation¬

ship to the yields obtainable on governments and are
influenced by the volume of new issues. With the
extremely large demand from life insurance companies

Philip H. Cooney
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and no expectation of a greater supply of new issues, it
would seem that this field would have a tendency toward
slightly firmer rates. Corporate bonds become rela¬
tively unattractive because they are taxed at 38% of
their coupon and in Pennsylvania they are also subject
to the Pennsylvania Capital Stock Tax.
There was an extremely small volume of new issues

of industrial preferred stocks during 1949, and 1950 does
not promise any change in this respect. There un¬
doubtedly will be a considerably volume in public utility
issues, but with the large demand from insurance com¬
panies, trusts, colleges and foundations for higher return
than that offered by bonds, this field also should tend
toward firmer rates. Consequently, the insurance com¬
panies cannot look to the field of fixed-income produc¬
ing securities as an attractive medium of investment.
The above facts would indicate that fire and casualty

insurance companies would concentrate to the extent of
their requirements on medium-term governments and
municipal bonds.
In the field of equities the stock market, as measured

by the Dow-Jones Industrial Averages, is at the highest
point in the last three years. Common stocks still show
rather attractive yields compared with fixed-income se¬
curities. However, looking forward to 1950, it is not
known whether or not corporate taxes will be increased;
certainly they will not be decreased. What will be the
effect of the adoption of pension systems on earnings?
Will we have a period of labor peace or prolonged costly
strikes? In view of these uncertainties it is doubtful
that earnings or dividends will exceed those of 1949;
consequently, a cautious attitude toward industrial com¬
mon stocks is expected, with new commitments only in
those companies of exceptional financial strength and a
dividend record of long standing.
Large equity financing will be required in the public

utility and natural gas industries. Because of the favor¬
able growth factors and the stability of these industries,
and satisfactory yields, these common stocks should be
received very favorably.
It is difficult to make any long-range prediction of

investment policy as conditions change from day to day
and certainly it is expected of the fire and casualty
companies that their policies will change with condi¬
tions.

STUART COOPER

President, Delaware Power & Light Company

The confidence of Delaware Power & Light Company
in the favorable outlook for 1950 and beyond is best
demonstrated by the company's construction program
providing for expenditures of more than $30,000,000

for the next two years. While a sub¬
stantial part of that sum will be used
to complete a new electric generating
plant, started during 1949, near Wil¬
mington, Delaware, to displace pur¬
chased power, some $12,000,000 of it
is required for additional generating
Capacity at Vienna, Maryland, and
for facilities necessary to keep ahead
of the growing demands for electric¬
ity throughout the Delmarva Penin¬
sula served by the company and its
subsidiaries.
The program includes provision

for additional gas transmission and
distribution facilities in and around

Wilmington to supply, particularly,
Stuart Cooper the rapidly increasing demands for

gas for house heating purposes.
The company's service area is well-rounded economi¬

cally; the Wilmington area enjoying a mixture of indus¬
trial and white collar enterprise, the seashore area bene¬
fiting from the increasing emphasis on health and recrea¬

tion, the Chesapeake Bay shore areas supporting a sub¬
stantial seafood industry, and the rural areas, *rich in
productive farm and fruit lands, encompassing in the
aggregate one of the largest poultry producing enter¬
prises in America.
In the Wilmington area alone more than 3,000 houses

and apartments are under construction and evidences
of growth appear in almost every town and village
throughout the area served.

"• The economic aspects for the industrial companies in
the area appear to be favorable and one large chemical
company is greatly expanding its research activities.
The company's prospects, like those of other electric

utilities, are enhanced by the almost universal accept¬
ance of all of the electric appliances designed to remove
drudgery from the household and to bring entertainment
into the household. Although approximately 30% of
Delaware Power & Light Company's customers already
have television receivers in the areas where reception
is good, a large market for this appliance remains to be
developed.
• Two major bridge construction projects now under way
are expected to add impetus to the business and devel¬
opment of Delaware. One of these, about half completed,
will spand the Delaware River from a point just sought
of Wilmington to Pennsville, New Jersey, and will con¬
nect with the new super-highway being projected across
New Jersey from Pennsville into the New York metro¬
politan area. The other bridge now under construction,
across the Chesapeake Bay from Love Point, Marvland,
to a point near Annapolis, Maryland, will complete a
through route from the northeast to points in the south,
by-passing all major cities and vastly imnroving the
speed and convenience of through travel. More impor¬

tant to Delaware and the Peninsula is that the bridges
will permit of the free and easy flow of commerce from
southern New Jersey into the Wilmington shopping area
and should create increasing interest in the farming,
fishing and recreational facilities in lower Delaware and
Eastern Shore Maryland and Virginia. These bridges are

expected to be completed during 1951, but increased
interest in real estate in areas affected has already been
evidenced.
The optimism expressed is supported by the fact that

two large merchandising companies are presently build¬
ing substantial new retail outlets in Wilmington, both of
which will be completed by the end of 1950.
The only hazards which appear important in the com¬

ing year arise in the repeated threat of increased taxes
on business and the promotion of socialistic ideas par¬

ticularly as related to public utilities. In spite of these
threats we are looking forward with optimism to a year
of development, progress and good business.

NATHAN CUMMINGS
Chairman of the Board, Consolidated Grocers Corp.

Consolidated, which comprises Reid Murdoch, C. D.
Kenny, Sprague Warner, Western Grocer, Marshall Can¬
ning, Dannemiller Grocer and the wholly owned sub¬
sidiary, Rosenberg Brothers & Co., maintains 49 whole¬

sale warehouses in 47 cities, manu¬
facturing plants in 7 cities, canneries
in 15, sales offices in 8, storage ware¬
houses in 18 and pickle stations in
17 Wisconsin towns.

The $53-billion-a-vear food busi¬
ness faces the responsibility of taking
the leadership in raising the stand¬
ards of U. S. health and nutrition.

Despite vast improvements in de¬
veloping better methods of produc¬
ing, processing and distributing
foods, the industry has not done
enough. It must use its ingenuity,
resourcefulness and interest to go
even further and set as its goal a

Nathan Cummings good properly balanced diet for
every American. America s food sup¬

ply is far healthier than ever before.
But it still faces two hurdles:

(1) Some of our people just don't have enough income
to buy the food that they need. This is part of the
problem of raising our whole national income. One out
of every seven people is improperly fed, and by 1960
we expect to improve the condition some 10% to 12V2%.

(2) Others can't or won't buy properly. That is part
of the challenge that faces us—to make them more
aware of need, to make our products more attractive,
nutritious and healthful.

Part of the food industry's job is to stress the require¬
ments of the daily diet of all Americans. We know the
calories of energy different persons should get from
food and the necessities in vitamins and minerals. One
of our prime responsibilities is to aid in seeing that
everyone can have a chance to get them.
Prices of all foods to Mrs. Housewife during the first

six months of 1950 will probably be lower than prices
in the latter part of the year, when the new fall 1950
crop begins to appear. This is because:

(a) There is little likelihood of reduction of labor
costs, which are going up steadily.
.(b) There is little chance of reduction in the prices

of supplies used in canning and processing.
(c) Costs of shipping are hardly likely to go down

and may even increase.
The only things which might upset this forecast—and

then only in certain lines—would be unusually big crops
of certain basic foods. The industry generally favors
lower prices and will do everything possible to keep
prices down.
Industry reaction is that food will be extremely plen¬

tiful in 1950. In fact, industry leaders expect the gov¬
ernment will continue to ask for reduction of acreage

in certain crops. There are mixed opinions on this.
Most industry leaders believe large crops are a factor
toward lower prices; feel acreage should be allowed to
produce all it can with the result that prices generally
will be brought down.
The food business outlook is generally good: particu¬

larly for first half of 1950. The apparently inflationary
activity generated by the government and followed by
business is likely to keep the food business generally
active. Relationships between the government and busi¬
ness have improved considerably over a year ago.

Percentagewise, earnings of food companies are likely
to be smaller than last year. Well managed businesses,
however, are likely to be profitable in 1950. There is
a definite trend toward narrowing profit margins and
most food manufacturers are seeking to achieve lower
prices through even greater efficiency in operations than
achieved to date. This will be the big aim for most
companies in 1950.
The need is greater than ever for the food industry

to take the lead in furthering development of both
exports and imports. Consolidated Grocers is making
every effort to bring about a realization that two-way
trade must be more than just lip service. It will con¬
tinue its efforts because of the belief that trade must
be a two-way street if U. S. living standards are to
continue improving. . . .. •, T .tL-J

HARRY EDISON

President, Edison Brothers Stores, Inc.

The business outlook for 1950 is decidedly good. There
is a general feeling of confidence prevailing. Good
Christmas business and heavy consumer response to
after Christmas price reduction sales has given a fine
impetus toward getting the year of
1950 off to a good beginning. It now
appears that we are resting on a
firmer business footing, and there
should be fewer economic mishaps
during the year.
The retails shoe business generally

had a less sales decline in 1949 than
in many other lines of retailing. This
was particularly true in the popular
price shoe field. Compared to other
lines the price of shoes has had less
advances. Present shoe prices are
more stabilized to normal levels.
Nevertheless, consumer continues to
be price and quality conscious now
more than ever. A consumer resist¬
ance to higher prices Will Continue, Harry Edison
and a keener consciousness for bet¬
ter quality and at lower prices will prevail. This means
that the retailer will continue to find himself between
a cost and price squeeze. It will require most efficient
business management to cope with a greater degree of
competition than heretofore. This applies to both manu¬
facturer and retailer as well.
Here are the fundamental bases, as I see, for good

business this year:

Our people enjoy a high standard of living. We
shall keep it so. Employment continues to be on a
good level. The gains made by labor for better work¬
ing conditions and higher pay was never greater. This
results in supporting consumer income on a favorable
level, which is the basis for consumer buying. If com¬
modity prices do slip, it means a lower grocery bill
for the housewife. This, too, is a healthy necessary ad¬
justment at this time.

( It may mean somewhat less
income for the farmer but there is a possibility that
other incomes will advance. . «

Buying our peace and protecting it through govern¬
ment spending for proper military preparations is
certainly a challenge to any aggressor nation. No price
or sacrifice for military preparedness is too great dur¬
ing the present world-wide unrest. Government spend¬
ing in this direction must be consistent,with the. needs
for adequate national safety.
Other government spending in 1950 for foreign aid

will continue to be large. Add to this the G.I. insur¬
ance payments. A further large boost in spending will
result in what states and local communities will outlay
toward improvements covering their own needs, such
as the expansion of community housing, improvements
of roads, streets, and educational facilities. All of the
foregoing, in my estimation, will result in consumer
income and spending, bringing about good business
for at least the first six months of this year.
It now appears that the inequities of the present

excise taxes will be removed. If this is done it will
give a decided boost to many fields of manufacturing,
and certainly expand retail sales in many lines which
are presently plagued by existing excise taxes.
On the other hand, if industry and business gener¬

ally are to face the possibility of higher income taxes,
this certainly could be a retarding factor on business.
Higher income taxes will definitely slow up business
and much spending presently planned for industrial
and business expansion would have to be curtailed.
This in itself could create the beginning of a sizable
business decline.

Our own company will close 1949 with total sales
in excess of $74,000,000. This is a decline of slightly over
1% against 1948 sales, which was in excess of $75,000,000.
The decline is primarily due to lower unit prices pre¬
vailing both on shoes as well as substantially lower prices
on hosiery. Lower prices both on hosiery as well as
ladies' purses had a decided effect in boosting unit sales
on such items.

The company now operates 213 units and contemplates
adding six more units this year. A few older units will
be rehabilitated to advance their productivity. Depre¬
ciation charges will have increased on account of new
store construction as well as remodeling old units.
Operating costs for 1949 will also show a rise. In spite

of such the company anticipates that net operations for
1949 will reflect favorably. Inventories will be substan¬

tially lower than previous years even with the added
units.

The company's balance sheet will again show a high
state of liquidity and a high current ratio, all in all, a
most healthy position.
The business outlook for our company for this year is

well on the optimistic side, and all departments are again
being resurveyed for greater efficiency. It will continue
its traditional policy of offering the consumer the utmost
in value at the lowest possible price and to the greater
number.

Continued on page 46
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Roland A. Erickson

ROLAND A. ERICKSON

President; Guaranty Bank & Trust Company,
Worcester, Mass.

The year 1949 will be remembered as one of good
overall business. Statistically speaking, production
volume was 9% below 1948 and wholesale prices were
off 10. Although not ° boom year, 1949 can definitely
be termed a good year for the nation
as a whole. It started with a re¬

cession but by Midsummer the busi¬
ness atmosphere had changed radi¬
cally and developed into expanded
sales quotas and firming prices.
Thoughts of depression were quickly
forgotten.
"For some industries, 1949 was a

boom year establishing all peacetime
new high records of output—notably
in the auto and residential housing
industries. These markets supported
the economy while other lines were

going through their first real post¬
war adjustment. The result by
cities and regions, therefore, varied
greatly. Unemployment in some

localities became senous and gave
us the first test of what unemployment benefits can do
to maintain temporarily an over-depressed area.
Like 1949 it is expected that 1950 will be a good over¬

all business year but not a boom year. The distribu¬
tion of the Veterans' insurance dividend in January of
$2.8 billion is large enough to "spark" a wave of con¬
sumer buying which on top of normal activity will
underwrite a very strong first six months. This activity
should tend to keep prices firm.
We cannot, however, expect 1950 to be a boom year

because certain basic industries are beginning to see the
satisfying of the peak of the war-created demand and

may face reduced production schedules before the end
cf the year. There is some evidence that later in 1950
the auto, agricultural equipment, railroad equipment and
industrial construction industries will decline from the
record output of 1948 and '49. These four "heavy
weights" are so basic in the economy of this country that
such a turn could usher in a continuation of the short¬
lived 1949 recession. Watch the trend in these indus¬
tries closely as the new year progresses.
Activities by Congress, Federal Agencies, and Bureaus

in feeding the flow of credit during the past year, has
alerted financial centers again to the extent of potential
fiscal trouble that could be "brewed" in this country.
Our Federal Government debt now exceeds our national
income and yet we apparently again complacently ac¬

cept deficit financing. National, state and local govern¬
ments plan to spend $60,000,000,000 in the current fiscal
year or 28% of the net national product. With industrial
and service industry output expected in 1950 to be the
third or fourth highest on record, Washington is mapping
a $5-$7 billion government deficit. Where will this lead
the nation?

Some people have not seen the danger signals that
nearly twenty years of deficit spending have engen¬
dered. Because there has been no violent or chaotic
financial developments, they assume that no harm has
been wrought. Unfortunately the incipient and demor¬
alizing effect of such policies is not visible in a dramatic
way to the public eye until the damage is done.
The wood termite quietly goes about eating up the

strong fibers and boring through the cross-ties in
wooden structures until suddently it announces its
presence with a physical collapse of the member. In a
similar manner it is difficult to prove to the inexperi¬
enced eye, the destructiveness of looseness in National
Finances until there is an outward explosion. Then it
is too late.

England, France and Italy had their men of vision and
courage who in the 20's and 30's warned against na¬
tional financial policies of ruin. Their warnings went
unheeded. We are not near the point of collapse but
we are on the same European road of financial uncon¬
cern. Our future financial security lies in the reawaken¬
ing in the individual of sound values and principles. We
have developed many valuable social benefits but the
value of these, as well as further improvements, depends
entirely upon our ability to keep our nation's finances
sound.

The United States was established in 1776 and devel¬

oped into a world power in the following century and a
half by showing individuality of thought, strength of
purpose and character, and a belief in economic and
business fundamentals. With all of the world in distress,
this is no time to lose our grasp on fundamentals which
underlie today's high standard of living. Let us be
concerned for our fellow man, let us aid the less fortu¬
nate, let us plan for the improved welfare of all, but let
us be sure to preserve the spirit of opportunity, the
desire for self-improvement and the means of demon¬
strating ingenuity and resourcefulness that has made us
what we are today. This is not a political party prob¬
lem, it is a vital question for every man, woman, and
child in America to face and to answer. Let us go back
to fundamentals of sound finance while there is yet time
and keep America strong. We cannot lead the rest of
the world out of its trouble unless we ourselves remain
sound.

HARVEY T. GRACELY

President & General Manager, Marion Power Shovel Co.

Today—Oct. 29, 1949—while I am revising the final
draft of my thoughts on "What's Ahead," I am reminded
that just 20 years ago almost to the moment a world
crashed. It was early in the morning on Tuesday, Oct.
29, 1929, that every city, town and
hamlet in the country rocked with
the news that the "stock market had

broken." It marked the end of the

fabulous days of the 'Twenties and
the beginning of the horrible de¬
pression of the 'Thirties. That was
the day of the black panic, when
more than 16 million shares of stock

changed hands in five hours and bil¬
lions of dollars of paper profits dis¬
appeared into the nothingness from
which they had come. Millionaires
became paupers between breakfast
and lunch. The collapse of security
values that day left a whole globe
numb, witness to the end of an era

unparalleled in the history of our

country.
Harvey T. Gracely

Sound Principles Are Needed

Now, in 1949, we are again experiencing signs of weak¬
ness in a boom period; there are rumblings of troubles
here and abroad, and there are serious disturbances in
our economic and political philosophies. A crucial period
in our national existence has again appeared but this
time with different underlying factors. The trend now
is toward a welfare state, and I must say frankly and
honestly that, unless the guiding influences are anchored
to sound fundamental principles, there can be more
serious and destructive repercussions later than were

experienced during the depression which followed the
"Coolidge" boom.

We are living in the immediate aftermath of the most
destructive catastrophe the world has ever witnessed.
Life and property were destroyed at a rate beyond
that which any human mind can comprehend. Forces
new being developed, if not properly controlled, can

destroy the human race. The world situation in its en¬

tirety leaves us staggering to a degree that makes us
wonder whether things ever will be right again. In our
sober thinking, we are confident that things can be and
will be right again if we put into our dealings the same

honesty of purpose, the same straightforward direction
of effort and the same spirit of confidence that have
carried us through similar periods in the past.

: . ■ ; " ' ' ' "i
A Challenge to Meet

I wish I were wise enough and could foresee the fu¬
ture well enough to tell you exactly "What's Ahead" for
our company. Many forecasters have failed under con¬

ditions more certain and less hazardous than at present.
In a way I am reluctant to make too many predictions
and am hesitant to rely on assumptions in the making
of statements which might have an influence in the per¬
sonal affairs of each of you. For this reason, I have
endeavored to anchor myself to basic facts and what¬
ever I may have to say about the foreseeable future of
our company is based on the most reliable information
I am able to obtain. In spite of the chaotic conditions
that have existed throughout the country during this
year, I see some hopeful signs for our business if we
will but properly align ourselves to meet in a competi¬
tive way the conditions that will confront us from now

on out. I will state in the briefest terms possible my

opinion as to "What's Ahead" for our company in the
various markets that support this industry.

Coal Stripping
Since 1911—which was the year that the first large

coal stripping shovel was built—a high percentage of our
sales dollars have come from the coal stripping industry.
During this period there has seldom been a time when
we did not have orders on our books, or some equip¬
ment in course of manufacture, for customers who
mine coal by the stripping method. For the past several
months there has been a stagnation In the entire coal
industry, the seriousness of which is building up each
day. By the time this article appears in print, far reach¬
ing decisions may have been made, but at the moment
the situation is most uncertain and it would be entirely
too hazardous for me to predict the final outcome. I am
convinced, however, that total quantities of coal to be
mined in the future will not fall much below the quan¬
tities heretofore required and that strip coal operators
will continue to have a cost advantage over deep mine
operators as in the past. If this is true, we will in due
time again have on our books orders for shovels and
draglines that will be needed in the stripping industry.
No method has yet been devised equal to the power

shovel and dragline for handling the varied kinds of
overburden encountered in strip mining in the widely
separated sections of the country. It may take some time
for the industry to become stabilized because there have
already been many setbacks in customers' plans. When
conditions within the coal industry are finally settled,
shovel and dragline business will again be available.
Competition no doubt will be more severe than in the

past and it is imperative that we place ourselves in the
best possible position to meet this situation. I have a

great deal of confidence in our ability to obtain a sub¬
stantial portion of whatever business will be available
in this industry.

Metallic and Non-Metallic Mining f >

In the mining of metals and allied materials, modern
machinery has always been triumphant over nature.
Tools made from iron and steel and driven by power
have successfully dug all kinds of ores from the rocks
in which they were embedded or from the deposits where
they were left by glaciers or flowing streams. Follow¬
ing the work done by drills and explosives, Marion
shovels have moved millions of tons of ore all over

the world.

New projects are now under way or proposed in many

foreign countries to feed our blast furnaces after the
known ore reserves in this country have been depleted.
One of the most notable projects now under way is

the iron ore development in Labrador started by Hoi-,
linger Mines, Ltd. of Canada and the M. A. Banna Com¬
pany of Cleveland. -

The exploratory work on this project is now under
way and it is estimated that there will be somewhere
between 300 million and one billion tons of recoverable
ore in the area.

Many power shovels will be required because the ore
is close to the surface and will be mined by the open pit
method.
Due to the location of this property the open season

will be less than six months each year. The foreign
projects proposed and now under development may take
larger and more powerful shovels than have heretofore
been supplied. If this occurs I know that our engineers
will be sufficiently competent to keep abreast of mining
requirements whenever and wherever they arise. Also,
that our factory will be able to produce even better
shovels than it was in the past because of the manufac¬
turing improvements that will be made hand in hand
with the increased demands from our customers.

For two-thirds of a century we have been a potent
factor in supplying the mining industry with adequate
equipment and I am. confident that no challenge from
that field will arise that we are not fully capable of
meeting. . ■; ' ' ' ■.;'■'. V

Construction Industry

Quite recently I traveled for the first time over the
entire length of the Pennsylvania Turnpike. It was a
most enjoyable experience. Never before in my life had
I driven over any roadway for a distance of more than
150 miles with the degree of comfort and safety that
I experienced on that trip. During the construction of
the turnpike some ten years ago, I traveled over short
sections and'through some of the tunnels and since then
it has been my desire to drive over the entire length.
It is not difficult to understand why similar highways
are now being proposed in other States, including Ohio.
Other turnpikes, will be built, to say nothing of the
work to be done on thousands of miles of roads which
are worn out, are too narrow, or have bad curves and
grades. It is logical to assume that the immediate fu¬
ture holds favorable prospects for an extensive nation¬
wide highway building program. This means that mil¬
lions of cubic yards of materials must be excavated,
many thousands of tons of aggregates produced and other
thousands of barrels of cement made. We have always
enjoyed an active participation in the construction in¬
dustry and the shovels and draglines we are now pro¬

ducing will be ideally suited for any expansion program
that may be conducted along these lines.
'

P'lood control, power, irrigation and water supply
projects also come within this industry. Typical of the
projects that are now under consideration is the addi¬
tion to the Central Valley Project in California which
alone involves all of the features just mentioned to the
extent of an estimated cost of nearly 200 million dollars.
The project centers on the American River in northern
California on which stream gold was discovered 100
years ago. It extends into the Sacramento and San
Joaquin Valleys which make up the 500 mile long Cen¬
tral Valley. I mention this project specifically because
it represents the kind of work now proposed by engi¬
neers in the West and follows the construction of
Boulder Dam, Grand Coulee Dam, Parker Dam, Bonner
ville and others on which Marion shovels and draglines
were extensively used. Today we are better prepared
than ever before to supply modern and efficient equip¬
ment to the construction industry.

Recovery of Oil from Shale

This development is now, in its infancy and we are

learning more about it each day. Oil reserves in this
country are being depleted at a rapid rate and much
of our liquid fuel is already being imported from foreign
fields. There are mountains of oil shale in the West,
and methods have already been devised for extracting
crude oil from valuable formations. The increased de¬
mands for liquid fuel will likely govern the rate of
development in this field to keep abreast of consumer
demands. The equipment we are now building, or ex-?
pect to develop, will be adequate to meet the require¬
ments for the stripping or loading of shale in whatever
quantities are required.

Marion's Leadership Can Be Maintained

Our company has enjoyed a wonderful reputation dur¬
ing the two-thirds of a century since its beginning in
1884. We have been considered by many persons as the
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leader in our field. This is particularly true with our
larger and heavier machines, in which we have' ur^1"
questioned leadership. We can look with pride upon
our accomplishments of the past.
^ If my opinion as to the future of the above-mentioned
industries is correct, there should be little concern about
the demand for our products after the many current
restraining influences have been cleared. Within our

organization we have the knowledge, the experience and
facilities to continue our position in the excavator in¬
dustry.
Personally, I am not concerned about our ability to

cope with whatever problems may arise save and except
the one problem of combating a buyers' market with
prices that are out of line with competitors' prices for
similar products.

' What's Ahead of Us Will Be Whatever We Make It
' Conditions at present, and in the foreseeable future,
are different than anything we have been accustomed to
in the past. If we are indifferent to the basic factors
that make for a good product at low cost, we will not
survive the period ahead. Competition will be too keen
and some other company may take our place as a leader
in the shovel industry. We can continue our position
only if we work more diligently than we have in the
past and put into our dealings the same honesty, the
same direction of effort and the same spirit that has
carried us through similar periods heretofore. I have
every confidence in the future if collectively we can
solve the problem of high costs, can produce our goods
profitably in a highly competitive market and improve
our service to our customers.
Because of the unsettled and badly disturbed condi¬

tions that presently exist, we may find the going quite
rough at times. But to those of us who have confidence
in the future and who sincerely believe that we are

capable of meeting every business problem that may
arise, the future holds a challenge that will test us to
the core. We need confidence in our company and in
the products we manufacture. We need cooperation in
the accomplishment of every task. We need to be
prouder than ever before that we have the opportunity
to carry a company to a stronger and more secure posi¬
tion. What's ahead will be good for all of us if we will
but make it so.

> II. M. HORNER

President, United Aircraft Corporation

f United Aircraft Corporation in 1949 moved firmly
into aviation's newest era—the jet—with developments
in jet engines, jet airplanes and jet laboratories.
The JT-6B Turbo-Wasp jet engine, which Pratt &

Whitney Aircraft division at East
Hartford, Conn., has been producing
for more than a year demonstrated
'greater powers in Grumman F9F-2
Navy Panthers. An order from the
•Navy for 264 Turbo-Wasp jet en-
engines of an advanced design, was
received in the last part of 1949.
Chance Vought Aircraft division
completed a production order of its
first jet-powered Navy fighter, the
F6U Pirate, and began building the
production models of its twin-jet
tailless F7U-1 Cutlass. The world's
largest privately owned jet engine
laboratory, main unit of Pratt &

Whitney Aircraft's turbine develop¬
ment program, neared completion.
Engine test runs will begin in the
massive structure on the Connecticut River in early
1950. "

These and other security-classified advances into the
jet field will continue through 1950 and beyond at an
accelerating pace. Pratt & Whitney Aircraft, only
manufacturer in this country to turn out simultaneously
'both piston and jet aircraft engines, has held its long-
established leadership in the piston engine field while
placing itself within the jet realm. Jet manufacture is
'in addition to Pratt & Whitney's previous production
achievements. At the year's end, the plant reached its
'highest monthly peacetime total of production of air¬
craft engine horsepower.
Pratt & Whitney Aircraft has built into its jet and

piston engines the highest powers to be delivered-in
actual flight in this country. At the same time the
engine-making division of United Aircraft Corporation
has pursued intensive experimental work on new en-

• gines for the aircraft of five and ten years hence.
The Wasp Major, Pratt & Whitney's big twenty-eight

'

cylinder piston engine, continued the most important
engine of its type in military and commercial aviation.

• The 4,000th Wasp Major left Pratt & Whitney's assembly
line in November and was shipped to the Air Force for
installation in its long-range six-engine bomber, the
Consolidated Vultee B-36. An order for 356 Wasp Majors

< of an advanced design was received from the Air Force
• in November. The world's most powerful aircraft piston
engine also drives the four-engined Boeing B-50

, bomber, first airplane to fly nonstop around the world.

Installed in the Boeing Stratocruiser, largest commer¬
cial passenger plane, Wasp Major engines are aiding in

• setting new flight records. A four-engined Pan Ameri¬
can Airways Stratocruiser has flown from New York to

H. M. Horner

London in 8 hours and 55 minutes. The four-engined
Douglas C-74 transport and the C-124 Globemaster II,
largest production military transport; the Fairchild
C-119, twin-engined transport, and the Boeing C-97,
military transport version of the Stratocruiser, are
among current types equipped with the Wasp Majors.
Sikorsky Aircraft division at Bridgeport, Conn., in

1949 built two new models and established three new

world's records for helicopter flights.
A large 12-place Sikorsky helicopter, with new design

features as well as the established Sikorsky components,
made its first flights for the U. S. Air Forces in late
November. Five of these H-19s (commercial designa¬
tion, S-55) comprised the first order for this model,
which promises wide commercial as well as military
application. The S-55's Pratt & Whitney 600-horsepower
Wasp engine has been placed in the new model in the
nose of the aircraft where it is easily accessible for
maintenance. The space directly under the rotor head
formerly used for the engine is now available for pas¬
sengers and cargo. In this new cabin location at the
center of gravity, payload may be added or removed
without affecting balance..
Earlier in the year, Sikorsky produced three units of

the XHJS, an experimental five-piace design developed
for Navy evaluation. Although this design did not go
into quantity production, the performance figures con¬
tributed to the design of the S-55.
Throughout the year the four-place S-51 model has

built up Sikorsky total of more than 100,000 flight hours
in operations by the military services and commercial
operators. The two-place S-52 brought back to the
United States the world's maximum speed record for
helicopters by flying 129.616 miles per hour. The S-52
also flew to an altitude record of 21,220 feet, and set a

speed mark over the 100-kilometer closed circuit course
of 122.75 miles per hour.
During the year Sikorsky helicopters operated in vir¬

tually every section of the world, under every variety of
weather. Standardization of all-metal main rotor and
tail rotor blades, developed by Sikorsky, is expected to
facilitate operations in extremes of temperature and
humidity.
With the production of the S-55, Sikorsky Aircraft is

ready to supply the demand for passenger or combina¬
tion cargo-and-passenger helicopters that will develop
with the anticipated certification of short-haul helicop¬
ter air mail, property and passenger routes.
An increase of more than 70% in the production of

hollow steel blades highlighted a year of generally
higher output for Hamilton Standard division at East
Hartford during 1949. The division exceeded its 1948.
shipments of propellers by 3 %.
Production centered on the lOV^-foot four-bladed re¬

versing Hydromatic for military and commercial air¬
craft; the integral oil control assembly for military
transports, and a new shop section established for the
manufacture of propeller spinners.
The integral oil control assembly was installed on

Boeing C-97 Stratofreighters, Fairchild C-119 Packets,
Grumman SA-16 Albatrosses and the Chase XC-123, all
Air Force transports, and the Navy's versions of the
Packet and the Albatross. Increased demand for pro¬

peller spinners made it necessary for the division to
establish its own production facilities.
In the commercial field, 65% of all commercial trans¬

ports built or on order in North America since the end
of World War II are Hamilton Standard-equipped. These
include the Consolidated Vultee Convair-Liners, Martin
202s, Douglas DC-6s, Lockheed models L-049, 649 and
749 of the Constellation, and Canadair Fours and DC-
4Ms operated by U. S. and foreign scheduled airlines.
When Douglas DC-3s and DC-4s are included, the per¬

centage of Hamilton Standard-equipped aircraft rises
to 88.

Hamilton Standard reversing Hydromatics were called
into use for reverse thrust landings more than 500,D00
times in the domestic service of United States flag air¬
lines by the end of 1949. Braniff, Continental, Delta,
National, Northwest, Pan American, United and Western
air lines are using reversing Hydromatics as standard
equipment on their Douglas DC-6s, Boeing 377 Strato-
cruisers, Consolidated Vultee Convair-Liners and Mar¬
tin 202s.

First deliveries of a new reversing Hydromatic de¬
signed especially for the Lockheed L-749A, 107,000
pound version of the Constellation, were made in No¬
vember. Trans World Airline and Chicago & Southern
Air Lines will be the first to use the 15-foot propeller,
which is the largest dural bladed propeller to incorpo¬
rate reversing.
At the same time, TWA and Pan American World

Airways System switched the propellers of their fleets
of L-749 Constellations to Hydromatics. As a result all
Constellations now in service or on order with American

flag airlines will be Hamilton Standard-equipped.
Hamilton Standard announced its Turbo-Hydromatic

propeller for gas turbine engines, prototype of a new pro¬

peller family designed to accommodate the high powers

possible with gas turbines. The new propeller carries
its own oil supply and blade pitch change is based on
new principals involving vane motors in the butt end of
each blade. New electronic principles of governing give
more accurate, rapid response to match the sensitivity
of the gas turbine.
Chance Vought Aircraft division at Dallas, Texas, com¬

pleted a production order of the F6U-1 and continued

1

flight tests and development of its newest Navy jet
fighter, the F7U-1 Cutlass. With the F7U gunfire test
and static test models completed, Chance Vought has
begun manufacture of the first production line Cut¬
lasses.
An integral part of Chance Vought's production con¬

tinues to be the F4U Corsair. During 1949, the division
completed its contracts for F4U-5 Corsairs and began
production of the F4U-5N. the nightfighter version of
the famed airplane which has been identified with the
Navy since 1940. Present Navy commitments call for
Corsair nightfighters to be made throughout 1950 and
into 1951.

The largest extracurricular activity of Chance Vought,
the transfer of its entire operations from Stratford,
Conn., to Dallas, came to a scheduled conclusion on

June 30. In 14 months, Chance Vought transported more
than 27,000,000 pounds of machinery and equipment and
transferred 1,300 employees and their families.
The division built an addition to its new plant to pro¬

vide 139,000 square feet of floor space for the engineer¬
ing department and laboratories. A new hangar, re¬
quired for testing and experimental purposes, was com¬

pleted, and, thanks to a cooperative climate, extension
of the north-south runway at Hensley Field from 5,200
to 7,500 feet is proceeding toward its scheduled comple¬
tion in April. With this runway, Chance Vought will be
able to save significant amounts of time by building,
testing and flying its aircraft in a single, unified area.

SIGMUND JANAS

President, Colonial Airlines, Inc.

The outlook for air transportation in the United
States and on American flag lines flying in foreign air
transportation will be just as good or just as bad as
their safety record. The traveling public making use of
air transportation has the right to
expect and to receive the maximum
of safety and protection when they
fly. Unless they feel that they are
are receiving this, the air trans¬
portation companies cannot expect
them to fly. Airline managements
are placing far too much stress on

speed and not enough on established
safety in the air and on the ground.
During the year of 1949 while the
airlines achieved the finest safety
record in their history from the
standpoint of the total number of
passengers carried, there were,

nevertheless, several very serious
accidents. At least two of these
due to causes beyond the airline
management's control. They were,
in fact, attributable, in part, to laxity in governmental
supervision and protection of the scheduled airlines.
However, since airline accidents are spectacular and are

given prominent position in all newspapers throughout
the world, it is necessary that the airlines lean over
backwards in their operations and be governed by safe
and sure procedures. Unless the public confidence in
air transportation is steadily built up, maintained and
justified, the airlines will suffer serious financial losses.
"Coach Services" have proven attractive to the public,

and a source of increased revenues to those lines op¬
erating that type of service. There is but little doubt
that millions of Americans are unable to make use of
the airlines because of the cost of the services. Until
the art of air transportation and improved equipment is
provided, the airlines will not be free from this prob¬
lem. The high cost of skilled labor both on the ground
and in the air and in the managements themselves all
tend to increase the cost of air transportation to a

higher level. There is little likelihood that there will
be any lessening of the costs and maintenance and op¬
eration in the next 10 years.

Despite the many problems of operations, both gov¬
ernmental and internal, the airlines will increase in
strength and the number of passengers making use of
their services will grow year after year.
Air transportation is one of the few businesses in the

world today which has no substitute in sight. I have
never met a man who thought that air transportation
would be replaced by some other form of travel. Air
transportation is the ultimate in man's transportation
imagination and while there will be tremendous progress
made in the art of flying, It will still be progress in the art
and not the replacement of it. Flying is a young industry
and it has experienced abnormal growth in a very short
time and the result of this has been that it has experi¬
enced a great many growing pains that other industries
were spared. American air transportation companies
are filled with men who have their eyes on the horizon,
seeking the fields of business that lie beyond, and if they
are not too seriously fettered by governmental red tape,
these American air pioneers will continue to keep
American air transportation the finest on earth.

If the American air transportation companies concen¬
trate on safety throughout 1950, they will be in the
black on the dawn of 1951.

Giving credit to figures available through October on
air traffic for United States air carriers and the forecast
for November and December, the Air Transport Asso¬
ciation has predicted that passenger and freight volume

Continued on page 48

Sigmund Janas

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



48 (452) THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, January 26, 1950

Continued from page 47

Business and Finance Speaks After the Turn of the Year

Lloyd W. King

and net operating income for the 16 domestic trunk line
carriers for the United States would be the highest on
record.

' Both mail and express revenues were down as com¬
pared with the preceding year, but operating revenues
for the 16 carriers showed a healthy 12% increase and
it was estimated that the net operating income would
total in excess of 25,000,000. The 1948 operating net was
only $2,075,000.
Traffic and revenue forecasts for the United States

Lag international airlines followed the same general
trend of that of the domestic trunk lines. However,
mail revenues on the international lines were higher. It
v. as estimated that net operating income of the inter¬
national airlines would be in excess of 520,000,000.

Revenue passenger miles will show an estimated in¬
crease in 1949 over the year 1948 of 54% while express
ton miles will show an increase of 62% and freight ton
miles will show almost a 70% increase. At the same

time, total revenue ton miles increased almost 59%.
These are imposing figures and give great promise to
car aviation future.

LLOYD W. KING

Executive Secretary, American Textbook Publishers
Institute

Publishers of elementary and secondary school text-
hooks expect both the unit volume and the dollar volume
<D? 1950 sales to exceed those of the year just closed.
The reasons for this conclusion are the increased en¬

rollment in the elementary schools,
the serious shortage of and the
urgent need for new and up-to-date
textbooks in schools, and the grow¬

ing acceptance on the part of the
American people of their responsi¬
bility adequately to support educa¬
tion.

Present estimates are that school
enrollment in the lower elementary
grades, now beginning to reflect the
wartime increased birth-rate, will
be 7% higher in 1950 than it was in
1949. Present economic conditions

encourage secondary school pupils to
continue in attendance, and the en¬

rollment in secondary schools should
be nearly the same as last year.
The present shortage of new text¬

books in the schools is revealed bv the relatively small
amount of school money expended for them. According
to the U. S. Office of Education, school expenditures for
textbooks in 1947 (the latest year for which the office
Las data) were only 1.1% of the total current expendi¬
tures for education. Most educational authorities agree
that double that amount should be provided to insure an

adequate supply of textbooks for the boys and girls
enrolled in the schools of the nation.

Finally, the growing concern of the American people
about education has prompted additional appropriations
for education in many of the states and local communi¬
ties throughout the country. How much of this addi¬
tional money will be used for the purchase of textbooks
cannot be estimated. But it is a potential that encour¬
ages publishers to hope.

College textbook publishers do not anticipate as large
a volume of unit sales in 1950 as they have experienced
•curing the past year because of the decrease in G.I.
•college enrollees. The non-veteran college 'enrollment,
Lowever, is expected to continue at a high level so that
the volume of college textbook business should continue
to be well above the prewar figure.
All textbook publishers enter 1950 with the costs

"

which go into making textbooks (paper, printing, bind¬
ing, plates, royalty, editorial, and manufacturing ex¬
pense) consuming an increasing share of the sales dol¬
lar. An Insttitute survey shows that during the last
three years for which data are available (1946, 1947,
and 1948) the cost of making textbooks has increased
from 49.8 cents of the sales dollar to 53.3. During the
same three-year period net profits dropped 3.1 cents
jper sales dollar, indicating that a substantial part of the
increased costs were absorbed by the publisher and not
passed on to the consumer.

A study just completed by the Institute reveals that
plant costs for making college books in 1949 were 127%
higher than in 1940. Production costs (paper, printing,
and binding only) were 65% higher, while the price of
college textbooks had increased only 30% during that
period. While this particular study was restricted to
college books, it has implications for all textbooks.
These conditions point to a further drop in profits in

1950 or an increase in price, or possibly both, unless a

proportionate increase in sales, not at present antici¬
pated, will lower unit costs and stabilize profits and
prices.
While fully realizing the problems of the industry,

textbook publishers individually enter the year with
confidence and anticipation. They plan during the year

to bring out many significant titles and series of books
v/hich should make significant contributions to American

education.

O. J. Lacy

O. J. LACY

President, California-Western States Life Insurance Co.

The No. 1 problem of 1950, as I see it, is the preserva¬
tion of our Private Enterprise System. This has two
phases: First, more business in Government; and Second,
less Government in business.

On the first phase, it means we
should all urge through our Con¬
gressman, the Press, and other avail¬
able means, the adoption of the
Hoover Report so we may have a
more efficient, streamlined Govern¬
ment and one that will attract more
able men into it. Efficiency and
economy and some headway toward
reducing our colossal tax burden
would go hand in hand with adop¬
tion of the Hoover recommendations.

On the second phase, it means

keeping Government restricted to
Government. Private business should
be left to run its own projects; and
we should defeat every effort of
Government to run the railroads

(through its paralyzing rate deci¬
sions), to control the utilities (by dishonest Government
competition and by making it too costly for private
utilities to raise capital), to break up our big companies
like duPont and Great Atlantic and Pacific Tea with the
one hand, while with the other it consolidates Western
Union and Postal, (apparently so that it can be more

easily filched from its stockholders and "Nationalized"
when starry-eyed Socializers deem the time propitious)
and develops the huge RFC and Federal Savings and
Loan Associations with their interlocking directorates
rivaling anything they criticize in Private Enterprise.
Particularly, in our business, it means resisting the in¬
sincere and dishonest attempts to nationalize and sec-
tionalize life insurance by States, thereby making jobs
for political hacks who have never successfully con¬
ducted even a midget-minded business enterprise in their
lives.

In insurance we should see a continued growth of
sales, particularly in the pension, hospitalization and
accident and heaith lines. This should more properly be
done by business than by compulsory Government in¬
surance. Life insurance will continue to finance new

home building through its mortgage loans and will con¬
tinue to buy bonds and stocks. Companies will probably
make heavier common stock purchases in the future
than they have in the past.
Give business the go-ahead, the green light and watch

it go places. 1950 has every promise of being a good
year, with high consumer income, a productive system
that insures the highest standard of living in the world,
a growing and dynamic population. Let's keep business
free and increase our country's strength.

FRED LAZARUS, JR.
President, Federated Department Stores, Inc.

A good selling job to gain the full benefit of U. S.
consumer demand will still be the number one problem
facing America's department stores in 1950.

The most important problem of department stores in
1950 will be to do a good selling job
to gain the full benefit of still pent-
up U. S. consumer demands. This
means not only providing and prop¬

erly presenting merchandise at an

attractive price, but determining by
constant study, what the customer
wants and getting the goods into the
stores at the time of peak demand.
Governmental fiscal and tax pol¬

icies will have highly important
bearing on the U. S. economy during
1950 and particularly on retailing.
Retailers will have to keep the clos¬
est eye on how the Government
solves its financial problem. The
methods used by the Federal Gov¬
ernment will have a strong effect on
employment, on retail business vol¬

ume, and on store earnings.
* We now anticipate that price of department store
merchandise will be somewhat lower in July, 1950, than
on Jan. 1, 1950. This should tend to boost the number
of unit sales. It's worth noting that in 1949 through
October, unit transactions were somewhat greater than
those in the previous year, although department store
volume as a whole was off approximately 6%. This
indicates that falling volume is due largely to prices of
certain merchandise lines and did not reflect any basic
weakness in consumer demand.

Stores will have adequate assortment of goods in ap¬

proximately all lines and can maintain a prudent inven¬
tory-sales position approximating prewar relationship.
We expect deliveries from manufacturers will be rea¬

sonably prompt so that retailers will be able to keep
wanted merchandise in stock.

Our estimates indicate department store volume in
the coming year will remain fairly stable. Key factor
in these estimates: the prevalence of strong consumer

demand. Maintenance of unit sales while dollar volume

Fred Lazarus, Jr.

F. M. Michelsen

has dropped indicates a strong market. We believe U. S.
consumers want to buy when the price is right, and we
merchants must keep this important factor constantly
in mind.

F. M. MICHELSEN
Executive Vice-President, Utah Savings & Trust Co.,

Salt Lake City

The people of the intermountain area are looking for¬
ward to 1950 in anticipation of a continuation of the
industrial expansion which has occurred since the con¬

clusion of the war.

In the area served by Salt Lake
City approximately $200,000,000 has
been expended since the end of the
war in new industrial construction,
with the net result that manufactur¬

ing has now replaced the mining in¬
dustry as the leading factor in the
industrial economy of the inter¬
mountain area.

During 1949 the great expansion
of the Geneva Steel plant, a subsid¬
iary of the United States Steel Co.,
was completed, providing hot coila
to the fabricating industries of the
West, in addition to sheet, structural
and other products heretofore manu¬

factured by them.
The Pacific Cast Iron Pipe Co. has

completed the only centrifugal cast
iron pipe plant in Western United States and are in a
position to meet all of the demands for their products
in the 11 Western States.
The Standard Oil Co. of California, through its sub¬

sidiaries the Salt Lake Refinery and the Salt Lake Pipe¬
line Co., has finished the first unit of their new process¬
ing plant at Salt Lake City. Also a pipeline from the
Rangely field in Colorado, and the Ashley Valley field
in Utah to their refinery in Salt Lake City, and are in
process of the construction of a pipeline into the North¬
west Territory, which line will be completed as far as
Boise, Idaho, before the end of 1949.
Many of our great utilities have completed expansion

programs for the serving of citizens and the industries
of this area.

The American Smelting & Refining Co. has more than
doubled its capacity in the production of sulphuric acid.
In 1950, a large part of the $60,000,000 program of the

Utah Power and Light Co., for the providing of addi¬
tional electric energy for the intermountain country,
will be underway.
In the neighborhood of $18,000,000 in construction is

anticipated io be completed during the year.
The great copper refinery of the Kennecoit Company

will be completed, as well as the anode plant of the
American Smelting & Refining Company.
The new addition to the Salt Lake Refinery should be

completed in 1950 and the pipeline serving the North¬
western area will also be completed.

According to the information received from the Salt
Lake City Chamber of Commerce, which organization
takes the'lead in the development of new industries for
this area, several large industries at the present time
are making careful studies of the facilities available in
contemplation of establishing their operations; one large
chemical industry, one additional smelter, a large print¬
ing establishment, in addition to many other smaller
processing operations.
In contemplation of labor peace within the steel in¬

dustry and the coal industry, many of the large fabrica¬
tors in this territory will be in a position to materially
expand their production during 1950.
It is also contemplated that during the year 1950 addi¬

tional installations will be made in the intermountain
territory for the manufacture of fertilizer, practically
all of the elements contained therein being readily avail¬
able in this market.

The oil fields of Eastern Utah are being materially
expanded and new producers coming in constantly. It
is anticipated that uranium deposits in the Marysvale
district of Utah will contribute their part to the expan¬

sion of industrial activities. .

While farmers and livestock raisers did not receive as

great an income from their operations in 1949 as in 1948,
the agricultural industry is looking forward to most
satisfactory operations in 1950.
All in all, the people of this area contemplate the year

1950 will provide as satisfactory a return as did 1949.
Looking to the long range prospects of Utah, the water

developments from the Colorado River and the great de¬
velopment of the water system in the great basin will
unquestionably move forward very rapidly during 1950,
and provide additional water in an amount sufficient to
sustain the agricultural economy and support the indus¬
trial economy which is rapidly developing.
New processes in the handling of raw materials which

are so plentiful in the State of Utah, will develop from
time to time, and new uses for raw materials in this
mineral storehouse of America guarantees a great future
for the area and a continuance of providing raw ma¬
terials for fabrication for many plants located in the
Western States. i
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Observations
In other words, the market action determines the economic inter¬
pretation, in lieu of the more logical converse.

\ Stock Market No Business Barometer
A great obstacle to stock.market prediction is that even if one

could foresee changes in overall industrial activity (an assump¬
tion contrary to fact), this would give no clue to stock market
action. For example, since 1945 the Federal Reserve Index of
Industrial Production has shown no correlation with market
movements. Between February and October, 1945, the production

i index fell from 234 to 162. But during this interval the Dow
Jones stock index contradictorily climbed from 151 to 195—a
rise of 30%. With similar divergence, in 1946 in the face of the
severe market break in the Fall, business activity remained high
and actually rose further—a divergence which existed during the
entire 1946-1949 period of market doldrums. Looking" at the
entire interval "net" from 1945 to date, the F. R. B. Index of
total industrial production has declined by 15% (from 203 to 172),

; while the stock market average has risen by 40%„

1 A Thermometer Measuring the Inflation Fever

And in the 1920s the market acted as no barometer—or even
thermometer—of business either. In the seven-year period 1923-
1929 the stock market rose by 304% while production was rising
by a trifling 28%; and the indexes of the prices of raw materials
and finished goods (as compiled by the Bureau of Labor Sta¬
tistics) actually showed a net decline for the period. Far from
acting as an economic barometer, the market was rather function¬
ing as a thermometer of the public's raging speculative fever—a
virus feeding on the government's easy money policies.

Quite apart from the "nihilistic" nature of these observations
on stock market behavior, we offer the constructive conclusion
that despite the generally bullish interpretation that the public
is putting on the external factors midst the present favorable
market, such as "inflation," active business and high earnings;
even a continuation of these factors would warrant no assumption
whatever denying the possibility of a declining stock market.

Psychology versus Business

Similarly, the psychological imponderables and intangibles
also will rule the course of business. Prospects for the automobile
industry are being measured by all kinds of charts and fancy
statistics, showing the ratios between life-mileage, car-scrapping,
production, registration, and average miles driven. But no statis¬
tical estimates, whether related to cars, homes, frigidaires, or even
inventories, are worth much in the way of implying future buyer
behavior. The business future just as much as the stock market
future depends on the momentary psychology of the market place.

Similar to the chameleon-like quality of stock market factors
is the way in which the anticipations of a second-half business

slump are being now regarded. Ordinarily, in less cheerful atmo¬
sphere, they might well be regarded pessimistically as a bearish
omen. But in the present aura of optimism, this is deemed to be
"healthy" caution. Now, in a period of general optimism, such
caution is being cited as just another constructive factor, in pre

venting the building-up of excessive inventories. Similarly de¬
clining prices are now cited in one current business letter as

"beneficial, for they will bring to the consuming public better
values, and therefore, a greater ability to absorb American pro¬

duction."

Taxation is another factor toward which both the investing and
business public's reaction is successively altered in accordance
with the prevalent psychology of the time. In bearish periods as

well as in "neutral" periods, an increase in the corporate tax rate,
such as President Truman is now proposing, would be regarded
as an injurious element toward both business and the stock market.

Now, however, during our "silver lining" era the President's
proposed increase in the corporate tax rate is looked on not as an

inroad on net profits, but as a cause of a price increase to be

quickly and wellnigh automatically passed on to the consumer

—thus happily both maintaining profit margins and feeding the
general price-inflation trend.

Another instance of convenient rationalization of the news.

Coming Public Emphasis on Bearish Elements

In other words, the emphasis on and selection of economic
elements is changed in accordance with the prevailing psychology
of the time, in business as well as the stock market. So it seems

to this writer that the bearish side of the medal may just as

likely as not be looked at by the public in coming months—
perhaps in six months, perhaps in one month, perhaps in twelve
months, or perhaps not fp^ 24 months.

Some of the potential threats to business which have been

regarded as such in the past, and may again come to light, are:
possible curtailment of the strong rearmament prop to our entire
economy; the possibility of reduction or withdrawal of the gov¬
ernment support operations bolstering our farm economy; the
vulnerability in the government-subsidized housing program;
possible reduction in our export-subsidization through ECA and

• kindred programs.

We must also not disregard the fundamental forces perma¬

nently present to counteract the inflationary elements, and bear
in mind that we have no right to write them off permanently.

One of these is the constantly increasing productivity of the
American worker and of American industry as a whole. It has
been estimated by Dr. Julius Hirsch that our 3% annual increase
in productivity might well counteract a 5 to 6 cents hourly across-
the-board wage increase in our non-agricultural industries. More¬
over the pension-plan contributions will bring about much more of
an increase in production costs than in consumer spending—par¬
ticularly as the concessions are largely concentrated on the strong
unions and withheld from the rank-and-file of the population.

Then there is also overhanging as a threat to the inflationary
image, this country's apparently endemic and chronic overprodue-
tive capacity in many industries, exemplified in textiles and
other soft-goods fields, and metals (recently ameliorated by gov¬
ernment stock-piling).

Likewise a specific point of vulnerability is the situation of
a squeeze of producers, and probably retailers too, between a
higher plateau of costs and falling selling prices.

Also still overhanging the future picture is the long-rec¬
ognized prospective reduction in industry's plant expenditures.
Such reduction is now estimated to amount to about $3 billion
in 1950.

In broader concept there appears to be no valid reason to
lay the "ghosts" of postwar deflation of wartime overemployment,
armament expansion, filling-up-of-the-pipelines, and war-induced
inflation—as they were so fearsomely detailed by Henry Wallace
and bis disciples in and out of government.

So my fundamental conclusion is that the crucially
determining point is not the extent to which these negative
factors come to fruition in 1950, but simply the fact of whether
their presence is emphasized in the minds of the nation's busi¬

nessmen and investors.

Any of my readers having reached this point, and understand¬

ably being disappointed over not having received their money's
worth in the way of definite prediction, are respectfidly referred
to last week's Review and Outlook issue of the "Chronicle" which
contains 203 of such specific forecasts gleaned from the most
respected authorities throughout our land.

LETTER TO EDITOR:

Questions May's Concern Over Company
Reports

Editor, Commercial and Financial Chronicle:

I think the conclusions expressed by Mr. A. Wilfred May in
his column of Jan. 5 under the title, "The Harm in Sugar-coating
Company *Reports," fairly represent what is presumably the
desirable course to pursue in turning out annual reports to stock¬
holders.

As to the reason for stockholder indifference to detail, I ven¬
ture to suggest that Mr. May has not mentioned an important, if
not the most important, reason for this. Take the case of the

stockholder, the greater part of whose means are invested in a

corporation which he either controls or manages, the probability is
that he knows every detail of the company's affairs whether in

respect to its finance, its merchandising, its plant situation and also
the conditions competitively and otherwise in the markets which
affect it. Such a stockholder has enough at risk to feel the self-

imposed obligation of complete information as to the company.

Now consider the stockholder who has an insignificant invest¬
ment in a venture. He probably has diversification of his
investments for the sake of insurance. On the law of average, he
will not be badly bent if one of the investments goes sour. You

see, he has not sufficient interest to be concerned with; facts and

figures and can hardly be aroused from his inertia and be induced
to become inquisitive. So why lament for the person who remains
uninformed as a matter of choice? It would probably be fruitless
to revolutionize reports in order to make those see who will not

look. In most of the publicly-held companies, the average stock¬
holder holding is too small.

I think it Mould be a good idea for you to explore this

subject. In fact, I think it might be a good idea to excite the

views oil this subject on the part of the readers of your paper.

H. W. P.

(President of a large listed company]
January 10, 1950.

Continued from page 8
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Dealer-Broker Invest¬
ment Recommendations
and Literature
Beneficial Corp. — Analysis-

Stanley Pelz & Co., 40 Exchange
Place, New York 5, N. Y.

Canadian Pacific—Devaluation
profits—Arnhold and S. Bleicb-

roecler, Inc., 30 Broad Street, New
York 4, N. Y.
Froedtert Grain & Malting Co.,.

Inc.—Analysis—Loewi & Co., 223
East Mason Street, Milwaukee i*
Wis.

Lehman Corp. — Circular— Ira

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

Lihby-Owens-Ford—Circular—
Carl M. Loeb, Rhoades & Co., 62
Broadway, New York 6. N. Y.
Also available is a circular on

Thompson Products Co.

Mexican Eagle Oil—Memoran¬
dum — Zippin & Company, 205
South La Salle Street, Chicago 4',
111.

New England Public Service
Co.—Special survey1—Ira Haupt
& Co., Ill Broadway, New York
6, N. Y.

Olympic Radio & Television',
Inc.—Analysis—Luckhurst & Co.,
Inc., 40 Exchange Place, New
York 5, N. Y.

Reed - Prentice Corp.— Special
brochure—Walter J. Connolly &
Co., 30 Federal Street, Boston- 10r
Mass.

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

Tricontinental Corp.— Memo¬
randum—Weston W. Adams & Co

r

55 Kilby Street, Boston 9, Mass^
Twentieth Century Fox Film

Corp.—Detailed analysis of the*?
company's current position anil
outlook—Hayden, Stone & Co., 23*
Broad Street, New York 4, N. Y.

United Light & Railways—Cir¬
cular — Schoellkopf, Hutton &
Pomeroy, 70 Niagara Street, Buf¬
falo 2, N. Y.

U. S. Steel Corp.—Analysis—
Eastman, Dillon & Co.. 15 Broad*.
Street, New York 5, N. Y.
Also available is an analysis cl

Atlantic City Electric Co.

United States Steel Corp.—An¬
alysis—H. Hentz & Co., 60 Beaver
Street, New York 4, N. Y.

Reply by Mr. May
Editor, Commercial and Financial Chronicle:

"H. W. P." is undoubtedly correct in giving the subjective
unimportance of the stockholder's stake in individual companies
as a chief reason for his indifference. But that is no reason for

ceasing to "lament" over any abuses which may exist in present-
day reporting practices.

Such complacency in the first place is bad in sabotaging those
stockholders (even if composing only a minority) who may be
interested. In the second place, such a philosophy is anti-social
in encouraging the default of the stockholding community's ful¬
fillment of its proper functions in the ownership-management
relationship.

A. WILFRED MAY.

January 25, 1950.
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Confirmation
standards" as if the relationship of domestic fidelity
were being discussed.
Now, in January of 1950, this very year, and this

very month, the SEC has transmitted a "Supplemental
Report to Congress" as an addendum to its report of 1946.
Again it indulges in the same circumlocution and urges the
same frayed arguments. Both the original and the sup¬
plement show almost complete identity. Certainly these
disprove any interest in treating both markets fairly or
in serving the investment banking business or the in¬
vesting public.

'

Truly, the Commission is a master in the art of dis¬
guise.

We, too, address the Congress. In the public interest
we petition it editorially. To every Congressman we say:
Watch this gift package. It is explosive. Do not enter
upon the destroying of the over-the-counter market which
Congress intentionally refused when the Securities Laws
were initially enacted after extensive hearings and con¬
sideration.

Consider the background of the real sponsor of the
Frear Bill, the SEC, and judge its motivation.

This juggernaut is in the foreground of some of
the administrative agencies which, unless arrested,
will obliterate our free enterprise system and relegate
us to a state of paternalism.

Here are some of the many wrongs of which it is
guilty:

(1) It controls prices contrary to the express provi¬
sions of the Securities Acts, determining the propriety of
spreads without giving consideration to the profit motif.

(2) Despite the provisions of the Administrative Pro¬
cedure Act, it continues in its disciplinary function to act
as prosecutor, investigator, judge and jury.

(3) It has treated with the investment banking in¬
dustry on the assumption that those in it are dishonest,
put them on the defensive, saddled its components with
various reporting and other onerous requirements which
constitute a costly burden on doing business, while at the
same time, in the element of permitted spreads, it has
made it virtually impossible for the small dealer to earn
a livelihood.

(4) Not content with administering the acts which
circumscribe its jurisdiction, it is continually lobbying for
the extension of its powers and the placing of increasing
loads upon the securities industry.

(5) By its actions it has shown distinct favoritism for
the listed as against the over-the-counter market, and the
proposed Frear Bill is additional blatant proof of that
tendency.

This list is by no means exhaustive.

The Commission's arguments for the Frear Bill
would lead one to believe that a prospective investor
is bludgeoned into the purchase of a specific security.
Truly, he may decide for himself, and if a particular
management and its reports to stockholders, and the
like, do not please him, avoid buying into that com¬

pany. This paternalism, this pseudo-concern, starts
as an entering wedge and winds up by curtailing lib¬
erties and in regimentation entirely out of harmony
with the American philosophy of government. Con¬
tinued, such a trend must wreck our standards of liv¬
ing just as has been the case with the countries in
the Old World.

The attempted Extension of control over the activities
of "insiders" is bad. Where corporate management does
a good job it should be able to profit thereby and be
in no different position than the investing public gen¬

erally. If so-called "insiders" wish to purchase stock of
their company in a receding market because of faith in
the company's future, they should again be in no dif¬
ferent position than the general public, whether they are
labelled insiders because of the extent of their holdings
or their participation in management. As a matter of fact,
where insiders in a depressed market buy the shares of
their company they lend tone to the market and con¬

fidence, thus rendering a public service.
We believe that legislation removing the present

'

restrictions on "insiders" respecting listed securities
would be in the public interest instead of extending
the existing provisions as provided in the Frear Bill.
This would make for more liquid markets and tend to
make stocks sell more in keeping with their real

values. In this way the flow of capital into trade and
industry would be- stimulated.
The present proxy rules are obnoxious and should be

eliminated. There appears to be no sound reason for
extending them.

To the Congress we say "On guard." Don't let the
fine phrases lull you to sleep. Inquire into the Com¬
mission's partiality. Look into the background of its power
extensions. Recognize the dangers to our free economy
if the product of decades can be passed off with the word
"accident." Ask yourselves how many burdens can be
placed upon the right to do business without resulting
in collapse.

Particularly recognize in examining the dealer,
broker and underwriter that they are living in a state
of fear, that because of anticipated reprisals they will
either hesitate to offer testimony at any hearings con¬

ducted on related bills, or if subpoened bfe reluctant
to tell all.

Stop this juggernaut! 1

Continued from first page

Menace of Deficit Spending
It seems to me to rest upon the
assumption that a vigorous rate
of economic growth is inherent in
our business system no matter
what you do to it and to over¬

look quite discernible impedi¬
ments to that rate of progress
which are injected by the pro¬

posed economic and fiscal program
itself. The documents do not seem
to me to be tough-minded in
grappling with operative realities.
They contain too little by way of
explanation of the exact process

by which the difficulties of 1950
and 1951 are to be surmounted.

They are concentrated too much
on portraying the beauties of 1955
or 2000 on the assumption that
mere faith in "the full promise
of America" and the "expansion
of the economy" will carry us
over these difficulties. '

In inimitable phrase, Walter
Lippman described the State of
the Union Message as having an
"undeniable charm rather like
that of noon-time on a summer

day when the air is soft and still,
the sky is blue, and there are no

long shadows. Then everything
seems possible because nothing is
entirely real. . . . The technique,"
he continues, "is never to deal
with problems but only with the
excellent results that would be

achieved if the problems had been
solved. . . . They do not meet
criticism. They merely bypass it,
leaving the panting critic no target
to shoot at, no antagonist to get
hold of, only the thin air to thrash
around in." This lack was in part,
but only in part, remedied by the
more concrete documents, the
Economic Report and the Budget
Message, which followed the State
of the Union Message. It is with
them that I shall chiefly deal.

Difficulties Ahead

It is quite possible that you are

expecting—or hoping—that I will
use my 30 minutes to draw a lurid
picture of dangers that I see in
the policies being advocated and
perhaps in denouncing those who
are responsible for them. Instead
of exploiting my recent emanciJ
pation in such a manner, how¬
ever, I want to use my new frge-t
dom discreetly, not for any de-|
structive purpose but toward some
constructive contribution. I see

some very real difficulties lying
in our path during the next one
to five years. They could knock
all those rosy promises into a
cocked hat if we don't do some¬

thing vigorous and practical about
them. If we acquit ourselves well
in this crucial period, then per¬

haps the beautiful picture of 50
years hence which is being drawn
for us might be realized.

I shall therefore set forth in a

few very brief propositions what
seem to me to be the factors of
the economic policy of the govern¬

ment at the present time, make
a few comments on what seem to
me the strong and weak features
of that policy, and end with a few
succinct observations as to what I
think we actually can and cer¬

tainly should do about it.
The first proposition is that the

President, the Council and the
Budget Bureau all subscribe to
the principle of a balanced budget.
In this we are in complete accord
with them. They explain, how¬
ever, that they do not mean a
budget just balanced each year
but a budget balanced over a rea¬
sonable period of years, in which
the country has its greatest pros¬
perity and whatever recession may

come, or in which it has extraor¬
dinary demands made upon it for
extra-economic reasons.

This we may set down as the
second proposition of current gov¬
ernmental policy. A balanced
budget, or good financial manage¬
ment for the country, in this sense

involves the incurring of debt—
a very large debt if need be—
in times of great military danger,
and lesser debt for support and
recovery if the country is over¬
taken by depression. But it im¬
plies also that drawing of revenue
in excess of expenditures in times
of prosperity so as to reduce the
national debt to more manageable
proportions, to put the nation's
financial house in order, and ac¬
cumulate reserve strength against
the possibility, still very real, that
we may fall on times of unpros-
perity.
I am not sure that everyone

in this room agrees with this
philosophy, although today it is
very widely accepted among econ¬
omists, fiscal experts, business
executives and thoughtful citizens.
It seems to me to be a reasonable
counterpart of the financial man¬
agement followed by prudent but
courageous businessmen in the
area of company finance and by
solid citizens in the conduct of
their family affairs.

Deficits Portend Inflation

The real question is how this
theory has been applied by the
Federal Government and how it
should be applied at the present
time. It called for the accumu¬

lation of large Treasury surpluses
in the years of postwar boom,
when liquid purchasing power
outran supplies of goods and, as
a result, inflation ran strong.
There was accumulation of sur¬

plus during three years or parts
of years, and this not merely did
something toward reducing the
swollen national debt but it also
had the effect of damping off the
inflationary process so that it did
not actually run wild. It is to
our credit that businessmen and
citizens accepted the levels of tax¬
ation necessary for that restrain¬
ing type of fiscal policy during

a period of inflationary boom. It
would have been still more to
our credit, and we would have
demonstrated somewhat better our

ability to manage a debt of the
size that we now have to live

with, if that policy had been
pressed more vigorously or fol¬
lowed longer.
But what is more striking is

that in the fiscal year just past:—
which was the culminating year
of the inflationary postwar boom,
with only a few months of mild
recession near the end — we

dropped back from a surplus po¬

sition, passed the balanced budget
point, and came to a situation on
June 30, 1949, of $1.8 million of
Federal deficit. I am still more

concerned with the fiscal prac¬

tices which, according to the gov¬
ernment's present estimates,
promise a $5.5 billion deficit this
year and $5.1 billion in fiscal 1951.
These deficits are estimated on

the assumption, not of two years
in which deficit could be justi¬
fied because of unprosperous busi¬
ness conditions. No, these large
deficits are projected on the as¬

sumption that we shall continue
on a high plateau of prosperity.
This seems to me to be fairly and
accurately described by the phrase
which I employed in a speech—
now somewhat n o t o r i o u s—fas

"slipping into deficits as a way of
life."

Current Government Policy

We turn, therefore, to the third
proposition as to current govern¬
ment policy. The recently pub¬
lished economic and budget docu¬
ments assert that this increase of
the national debt by $10 or $12
billion constitutes a "sound and

progressive fiscal plan" and eco¬
nomic statesmanship for the coun¬

try at this time. The reasons for
justifying it even at the present
level of prosperity are two: (1)
the cold war and related needs of
international aid; (2) the neces¬

sary expenditures at home for de¬
veloping the country's productive
resources and the welfare of its

people. Here, I think the whole
division of thought, and it is deep
and wide, between proponents of
government policies and those
who must enroll themselves in the

loyal opposition is this: the gov¬
ernment takes the position that
these things, being desirable, are
necessary in the magnitudes which
are reflected in the present large
deficits. That word "necessary"
and its twin "needed" recur again
and again in recent reports. The
Administration, looking at the
bright side of the picture, em¬

phasizes how these outlays con¬
tribute to the productivity of our
economy. They are quite light-
hearted in turning away from the
possibility that, even though the
expenditures are good per se, the
deficit by which they are bought
threatens to impair the function¬
ing of the economy and thus the
realization of these potential prod¬
uctivities. They don't seem to be
familiar with the old saying about
"saving at the spigot and wasting
at the bunghole."
It seems to me amazing that

what purports to be a serious
economic document is silent about
the problem of managing the
present large national debt, to say

nothing of one enlarged year by
year. While this debt has been
juggled along skilfully during
several years of postwar boom, we
have not yet faced its basic diffi¬
culties. To cite a single example,
we have not paid a dime of in¬
terest on the great mass of E
bonds, but interest and principal
will soon begin to < mature ; in
multi-billion dollar amounts an¬

nually.
Those who appraise the situa¬

tion differently than the Admin¬
istration does see in this renewed
rise of7 the national debt and in
this pouring of Federal funds into
the spending stream, not matched
by offsetting figures on the other
side, possibilities of accelerating
inflation or a rising uncertainty as
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to the stability of the dollar itself.
If such uncertainty comes to be
generally felt, it would have
harmful consequences greater
than any benefits that could grow
out of a spending program of the
proposed magnitude even if every
dollar went into a clearly pro¬
ductive use.

Holding Government Expenditures
Down

.The fourth proposition of the
government is that it is now mak¬

ing every effort to hold the whole
of Federal expenditures down to
the lowest level possible consistent
with the rendering of the neces¬

sary services.
Here I think the facts are very

niuch mixed. Let us give the
President and the Bureau of the
Budget a good round of applause
for holding defense expenditures
—the largest single item of gov¬
ernment spending—far below the
point proposed by the military
services. Let us give them credit
also lor doing this by the process
of pruning waste and raising ef¬
ficiency. The declaration of Sec¬
retary Johnson, "I do not propose
to have a peacetime WPA in the
Defense Department," should go
('own in history as one of our

great utterances of statesmanship.
And he has been living up to ( it
by a real efficiency drive in his
department. If something similar
were do":e on the agricultural
front, other savings of comparable
proportions could be realized.
To be sux"e, we could not at once

balance the budget merely through
this efficiency approach, which of
course would include vigorous
prosecution of the Hoover Com¬
mission's plan. We shall have to
re: uce or postpone many projects
in the developmental and welfare
areas which we may later be well-
rdvised in going ahead with, when
the cold war has abated or Fed¬
eral revenues have increased in

response to further growth and

prosperity. This view has been
ably stated in the Congress by
Senator Taft when he said: "We
are trying to do too many things
on too big a scale all at once."
And, matching his Republican
voice, has come too the resound¬
ing declaration of Democratic
Senator Douglas of Illinois: "To
be a liberal, you do not have to be
a wastrel."

"Get Back to Black Ink"

This brings me to the last prop¬
osition chat I want to make about
current policies and their conse¬

quences. What I have said here
and elsewhere makes it abun¬

dantly clear to you that I think the
first order of business for this

country in 1950 is to turn from
the easy acceptance of deficits as

a way of life to the making of a

specific and hard-headed plan of
getting back to black ink and a

long-run program of sound debt
management. If time permitted, I
could spell out in some detail the
reasons why I do not think we can

assume that, because this debt has
not proved embarrassing up to the
present moment, we can go on

enlarging it or even carry it in
this size through the 1950's with¬
out disaster. But that is perhaps
hardly necessary in this audience.

So. as my last proposition I
want to call attention to the fact

that, at the same time that these
deficits are creating or aggravat¬
ing long- run fiscal dangers, they
are supporting prosperity in the
short-run. Every dollar spent by
the government goes to buy goods
or services from business or to
hire people who thereupon spend
their pay checks for goods and
services in the general market.
This is an artificial and dangerous
support for the economy, but it is
no less real in our practical day-
to-day affairs. If we are to main¬
tain the present level of produc¬
tion, distribution, and employ¬
ment, we cannot just kick that

prop from under the market. We
must replace it by the more sub¬
stantial and enduring support of
private business operations. Such
a switch, even if done with the
greatest courage and skill, cannot
be accomplished overnight.
In addressing the Ohio Cham¬

ber of Commerce the day after I
left office, I said: "Nm human
ingenuity or courage could in my

judgment bring the budget to a
balance in this year." Senator
Douglas has recently presented
figures which, by rigorous paring
of expenditures, would show a
balanced budget possible in Fiscal
'51. He uses an estimate of rev¬

enue somewhat higher than that
given by the Budget Bureau,
which is, of course, based on

Treasury figures—and the Treas¬
ury has ordinarily had its rev¬
enues too high rather than too
low. As an economist, I have
some reservation as to this upping
of the estimate of revenue. From
the political side, I have even less
confidence that it will be possible
in practice to cut expenditures as

deeply and as fast as Senator
Douglas' schedule calls for. The
even more drastic programs of
NAM and others seem to me still
less likely of realization in this
Congress. The major point I want
to make, however, is that in the
area oi price adjustment, job giv¬
ing, and company management we
must have a very realistic recog¬
nition of the magnitude of the
task involved in making a shift
of $10 or even $5 billion in the
stream of money that flows an¬

nually through the market.

Private Business and Government

Spending

Almost every analyst who talks
about prospects for 1950 puts at
the head of his list of support fac¬
tors the level of expenditure being
maintained by the government. I

1

think businessmen, in their very

proper demands for government
economy and reduced expendi¬
tures, are inclined to assume quite
blandly that, as soon as the gov¬
ernment ceases its activating proc¬

ess, private consumer spending,
business investment, and private
employment will immediately fill
up the gap and even do it in ways
which are better than government
business. I am perfectly ready to
concede all this as a basic and

long-run proposition. But in all
sober seriousness, I want to re¬
mind you that it simply won't do
itself. Nor will it result from a

policy of "Let George do it."
Business will have to have care¬

fully-considered, prompt and
prudently venturesome plans of
new activities if the benefits of
lessened public spending and a
balanced budget are going to be
captured in a high-production
private economy rather than lost
through timid or unimaginative
business management.
Let me close with an illustra¬

tion of this point. In this illus¬
tration I revert to the practical
problem of current curtailments
in the Defense Department: It has
been notorious in the past that
pork barrel expenditure had the
enthusiastic support of local
chambers of commerce and that

attempts in Congress to prune
expenditures generally ran afoul
of local business opposition. Whev
Secretary Johnson announced his
drastic cuts involving the closing
of obsolete shore installations, the
abandonment of unnecessary quar¬
termaster depots, the squeezing
out of redundant civilian per¬

sonnel, Herman Steinkraus, Pres¬
ident of the Chamber of Com¬

merce, wrote both the President
and the Secretary and pledged
support by the Cmamber. Mr.

Steinkraus then sent a letter to

the 2,500 state and local cham¬
bers all over the country, saying
in essence: "You have been ask¬

ing for economy. Well, here it is.
Don't foul it up. Don't come to
Washington or wire or telephone
trying to get your community ex¬
empted from cuts which have
been carefully considered in rela¬
tion to the whole picture." But
even better than this negative-
counsel to local chambers, he gave
a positive admonition. He said:
"Do get busy studying in advance
just what cuts will be made in
your community and how many
people of what kinds will be dis--
employed in the process. Then
immediately bestir yourselves to
see that these people are moved
into productive jobs elsewhere.'"
If that sort of constructive private
business leadership is followed
generally, I believe we can get
from the situation of deficit in a

time-of prosperity to a sound fis¬
cal situation within a year or two,
and with production and employ¬
ment maintained at a high level.
What I have said is no stupid

negation of faith in the great po¬
tentialities of our country, ex¬

pressed so exuberantly in the
Administration documents. It is
not selling the United States short.
It is not subscribing to the doc¬
trine of "the mature economy" or
long-run stagnation. It does not
brand me as a renegade from the
Employment Act or the national
policy of maximum production
and employment.
It seelms to me that a verse from

the Scriptures is pertinent to this:
issue. - Jesus said to the people:
"Not everyone t^at saith unto me-

'Lord, Lord' shall enter into the
Kingdom of Heaven." In the cur¬

rent situation, not everyone who

paints a bright picture of Utopian

prosperity is capable of leading
us through the practical diffi¬
culties of national housekeeping,
of corporate management, and of'

private conduct thdt lie between,

us and that goal.

Securities Now in Registration
• INDICATES ADDITIONS

SINCE PREVIOUS ISSUE

ABC Vending Corp., N. Y. C. (1/26-27)
Dep. 27 filed 200,000 shares of common stock (par $1).
P.rice—To be filed by amendment. Underwriter—Rey¬
nolds & Co., New York. Proceeds—For new machinery
and equipment to expand activities. Expected week of
Jan. 23.

•, Adams Commodity Co., Inc.
Jan. 19 (letter of notification) 5,000 shares of class B
stock at $10 per share (as a speculation). No under¬
writer. Proceeds to commence business and for work¬
ing capital. Address—P. O. Box 17, Wall Street Sta¬
tion, New York 5, N. Y.
• Aircraft Maintenance International, Inc., N. Y.
Jan. 23 (letter of notification) $300,000 12-year 5%
debentures due Jan. 1, 1962, and 75,000 shares of com¬
mon stock (par 25c) offered in units of $1,000 deben¬
tures and 250 shares of common stock at $1,000 per unit.
No underwriter. Proceeds for purchase of inventory and
equipment and for working capital. Office—51 East
42nd Street, New York City.
+■ Ameic-American Eretz Israel Corp., N. Y.
Jan. 19 (letter of notification) 100 shares of common
stock (par $20) and 4,500 shares of 4% cumulative pre¬
ferred stock (par $50). To be offered at $22 per share
for common and $55 per share for preferred stock. No
underwriter. Proceeds for working capital. Office—
130 West 42nd Street, New York, N. Y.
• American Progressive Health Insurance Co. of

New York (1/30)
Jan. 23 (letter of notification) 5,000 shares of common

stock (par $2). Price—$8.50 per share. Underwriter—
Mercer Hicks & Co., New York. Proceeds—To increase
working capital.

American Telephone & Telegraph Co. (1/31)
Jan. 6 filed $200,000,000 of 21-year debentures due Feb.
1, 1971. Underwriters—Names to be determined by com¬
petitive bidding. Probable bidders: Morgan, Stanley &
Co.; Halsey, Stuart & Co. Inc. and The First Boston Corp.
(jointly). Bids—Bids will be received at Room 2315,
195 Broadway, New York, N. Y., at 11:30 a.m. (EST) on
Jan. 31. Proceeds—Together with other funds, will be
used "for advances to subsidiary and associated com¬

panies; for the purchase of stock offered for subscrip¬
tions by such companies; for extensions, additions and
improvements to its own telephone plant; and for gen¬
eral corporate purposes."

Ampal-American Palestine Trading Corp., N. Y.
Nov. 3 filed $3,250,000 10-year 3% sinking fund deben¬
tures due 1958 and 200,000 shares ($10 par) class A stock.
Underwriter—Israel Securities Corp. may be underwriter.
Debentures are to be offered at par and the stock at $11
per share. Proceeds—To be used for economic develop¬
ment of Israel. Statement effective Dec. 9.

Ashland Oil & Refining Co.
Jan., 6 filed $15,000,000 of 3% sinking fund debentures
due 1970 and 50,000 shares of $5 cumulative preferred
stock (no par), of which 30,000 shares are for account of
company and 20,000 shares for account of selling stock¬
holders. Price—To be filed by amendent. The pre-
ferrred probably between $97 and $102 per share, and
the debentures between 100% and 103% of principal
amount. Underwriter—A. G. Becker & Co. Inc. Pro¬
ceeds—From sale of stock, $1,883,747 will be used to re¬
imburse the company's treasury for the cost of 45.53%
of the stock of Aetna Oil Co. purchased by Ashland
on Nov. 23, 1949, and the balance added to working
capital. From sale of debentures, $10,859,767..will be used
to prepay outstanding indebtedness of Ashland and its
subsidiaries, of Aetna and of Freedom-Valvoline Oil Co.
and the balance added to Ashland's general funds. Offer¬
ing expected next week.

Ashland Oil & Refining Co., Ashland, Ky.
Jan. 13 filed 33,097 shares of $5 cumulative preferred
stock (no par value) and 40,425 shares of common stock
(par $1), to be offered in exchange for outstanding
preferred and common stocks of Freedom-Valvoline
Oil Co. Underwriter—None.

Baltimore Trotting Races, Inc.
Dec. 15 filed $1,000,000 5% debenture bonds, due 1970,
and 110,000' shares of common stock ($1 par). To be
offered at $1,330 per unit, each unit to consist of $1,000
bonds and 110 shares of stock. No underwriter. Proceeds
will be used to build a racetrack. Three officers also filed
with respect to voting trust certificates for 290,000 shares
of common stock, par $1. Statement effective Jan. 12.

Barclay Oil Co., Inc., Mt. Carmel, III.
Oct. 13 (letter of notification) 2,000 shares of non-con¬
vertible ($100 par) value preferred stock and 6,000
shares ($1 par) common stock (of which 2,000 shares
will be purchased by underwriter at par). To be offered
in units of one share of preferred and two of common
stock at $102 a unit. Underwriter—Sterling, Grace &
Co., New York. Registration statement to be withdrawn.

Beverly Gas & Electric Co.
Dec. 20 filed 33,000 shares of capital stock (par $25)
to be offered to stockholders at the rate of IV2 shares
for each two shares now held, at $30 per share. No under¬
writer. The proceeds will be used to pay off $575,000 of
notes held by the New England Electric System and
bank loans. I '. ' 1

• Botany Mills, Inc.
Jan. 19 (letter of notification) 5 000 shares (par $1) at
$11 per share for account of Otto E. Kuhn, Vice-Presi¬
dent and Treasurer. Underwriter—John P. White & Co.,
New York.

Continued on page 52
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NEW ISSUE CALENDAR
January 26, 1950

ABC Vending Corp.___-.-______Common
January 30, 1950

American Progressive Health Insurance Co.
of New York Common

January 31, 1950
American Telephone & Telegraph Co.

11:30 a.m. (EST) - Debentures
General Portland Cement Co.— .Common

February 1, 1950
Eastern Harness Racing Club, Inc ..Common
Gulf Mobile & Northern RR —Equip. Tr. Ctfs.

February 2, 1950
Consumers Power Co.-; —-Common

February 3, 1950
Searie (G. D.) & Co.— ...Common

February 14, 1950
Western Maryland Ry —— Equip. Tr. Ctfs.

February 15, 1950
Sharp & Dohme, Inc..——_ Preference

February 21, 1950
Greenpoint Coal Docks, Inc. v
3:30 p.m. (EST).. ___ Common

IVSarch 1, 1950
Kansas Gas & Electric Co...... Preferred
Otter Tail Power Co —Preferred
Pennsylvania RR.__ .___ Equip. Tr. Ctfs.

IVSarch 7, 1950
Gulf States Utilities Co... : Common
Mississippi Power Co., 11 a.m. (EST)——— .Bonds

March 21, 1950
Appalachian Electric Power Co ■ Bonds

April 4, 1950
Georgia Power Co ...Bonds

April 1C, 1950
Utah Fuel Co., 11 a.m. (EST)___. ...Common

Continued from page 51

Broadway Angels, Inc., New York City
Nov. 14 filed 2,000,000 shares (lc par) common stock and
500,000 management shares of 0.1 of a cent par value,
to be sold at 50 cents and 12.5 cents respectively. Under¬
writer— Hugh J. Devlin, New York. Proceeds— For
working capital. Business—To back theatrical produc¬
tions, distribute tickets and act as an agent for talent.

Bullion Monarch Mining Co., Salt Lake City,
Utah

Jan. 17 (letter of notification) 262,600 shares of common
stock (par 10c) at $1 per share. No underwriter. Pro¬
ceeds to develop mining properties. Office—Utah Oil
Bldg., Salt Lake City, Utah.
<• Butler's, Inc., Atlanta, Ga.
Jan. 17 (letter of notification) 1,400 shares of common
stock (par $1), to be sold for account of David L. Slann,
President. Price—$7 per share. Underwriter—R. S.
Dickson & Co.

<• Calon Corp., Washington, D. C.
Jan. 16 (letter of notification) 15,000 shares of 6% non-
cedeemable cumulative participating preferred stock at
$1 per share, to be sold through Leonard H. Whitaker,
Washington, D. C. Proceeds to finance company. Office,
Union Trust Bldg., Washington.

Canam Mining Corp., Ltd., Vancouver, B. C.
Aug. 29 filed 1,000,000 shares of no par value common
stock. Price—800,000 shares to be offered publicly at 80
cents per share; the remainder are registered as "bonus
shares." Underwriter—Israel and Co., New York. N. Y.
Proceeds—To develop mineral resources. Statement ef¬
fective Dec. 9. Offering expected about Feb. 15.

Citizens Telephone Co., Decatur, Ind.
Oct. 21 (letter of notification) $250,000 of 4p2% pre¬
ferred stock. Price $100 each. To be offered initially
to common stockholders. No underwriter. For plant
and property additions to convert to automatic dial
operation. Office: 240 W. Monroe Street, Decatur, Ind.

Commercial Discount Corp., Chicago, III.
Jan. 12 (letter of notification) 1,400 shares of $3.50 prior
preferred stock, par $50, to be issued in exchange, par
fbr par, for outstanding preferred stock. No underwriter.
Office—110 S. Dearborn St., Chicago.
<# Consolidated Engineering Corp., Pasadena,

California

Jan. 18 (letter of notification) 500 shares of common
stock (par $1), to be offered at $5 per share to James R.
Bradburn of Altadena, Calif. No underwriter. Proceeds
for working capital.

Consumers Power Co., Jackson, MicJi. (2/2)
Jan. 13 filed 454,457 shares of common stock (no par) to
foe offered to common stockholders of record Jan. 31 at
the rate of one share for each 10 shares held, and also
to be offered to employees of the company, and its sub¬
sidiary, Michigan Gas Storage Co. Rights will expire
Feb. 20. Price—To be filed by amendment. Underwriter
—Morgan Stanley & Co. Proceeds—For property addi¬
tions and to repay bank loans incurred for construction.
Expected around Feb. 2.

Continental Mining & Milling Co.,
t Salt Lake City, Utah

Jan. 20 (letter of notification) $120,000 of 8% produc¬
tion notes and 380,000 shares of common stock (par 25c)
to be sold in 380 units, each unit to consist of a $500

note and 1,000 shares of stock at $500 per unit. No
underwriter. Proceeds to pay mining expenses. Office
—522 Felt Bldg., Salt Lake City, Utah.

• Curtis Publishing Co.
Jan. 24 (letter of notification) 500 shares of prior pre¬
ferred stock at the market (approximately $54 per

share) for Curtis Estate Trustees. Underwriter—Hecker
& Co., Philadelphia, Pa.
• Devonian Oil & Gas Co., Morgantown, W. Va.
Jan. 16 (letter of notification) 900 shares of class B
common stock to be offered at par ($100 per share). No
underwriter. Proceeds to drill oil and gas in Hardy
County, W. Va.

Dow Chemical Co.

Nov. 4 filed 175,000 shares of common stock (par $15).
Offering-—On Jan. 4 approximately 105,000 shares offered
to stockholders of record Dec. 20 at $44.50 per share on

ratio of one new share for each 50 shares held. Rights
expire Feb. 1, 1950. Proceeds—To be added to treasury
funds and used for corporate purposes. Underwriter—
None. Statement effective Dec. 9.

Duval Texas Sulphur Co., Houston, Tex.
Dec. 21 filed 375,000 shares of capital stock (no par) to
be offered to stockholders at $13.50 per share at the rate
of s/4ths of a new share for each share held. [The United
Gas Corp., owner of 74.71% of the outstanding Duval
capital stock, has agreed to purchase at the subscription
price any shares of stock not subscribed for by other
stockholders.] Underwriter — None. Proceeds — To be
used, along with a $2,500,000 bank loan, to provide min¬
ing and milling facilities to mine potash in Eddy
County, N. M. Name changed Dec. 30 by stockholders to
Duval Sulphur & Potash Co.

Eastern Harness Racing Club, Inc. (2/1)
Oct. 27 filed 1,000,000 shares (5c par) common stock.
Price, $1 each. Underwriter—Tellier & Co., New York.
Proceeds—To purchase, improve and operate the Fort
Steuben Raceway. Expected in about a week.

Front Range Oil & Drilling Co., Denver, Colo.
Dec.. 29 (letter of notification) 1,702,707 shares of com¬
mon capital stock. Price—Par (5 cents each). Under¬
writer—Inter-Mountain Shares, Inc., Denver. Proceeds
—For drilling of test wells for oil and gas. Office—711
Security Bldg., Denver.

General Portland Cement Co., Chicago (1/31)
Jan. 12 filed 71,913 shares of common stock (par $1), to
be sold by five selling stockholders. Price—To be filed
by amendment. Underwriter—White, Weld & Co., New
York.

• Gilchrist Co., Boston, Mass.
Jan. 20 filed $1,250,000 of 15-year 3%% sinking fund
debentures, due Feb. 1, 1965. Price—To be supplied by
amendment. Underwriters—Lee Higginson Corp. and
Estabrook & Co. Proceeds—To be applied to the reduc¬
tion of bank borrowings. Business—Operates depart¬
ment store business in Boston and surrounding territory.

Guaranty Income Life Insurance Co.,
Baton Rouge, La.

Jan. 12 (letter of notification) 10,000 shares of capital
stock to be offered to stockholders at $20 per share.
No underwriting. Proceeds to increase business. Office
—Louisiana National Bank Bldg., Baton Rouge, La.

Gulf Atlantic Transportation Co., Jacksonville,
Florida

May 31 filed 620,000 shares of class A participating ($1
par) stock and 270,000 shares (25c par) common stock.
Offering—135,000 shares of common will be offered foi
subscription by holders on the basis of one-for-two at
25 cents per share. Underwriters—Names by amendment
and may include John J. Bergen & Co. and A. M. Kidder
& Co. Underwriters will buy the remaining 135,000
shares plus unsubscribed shares of the new common.
Offering price of class A $5. Proceeds—To complete
an ocean ferry, to finance dock and terminal facilities,
to pay current obligations, and to provide working
capital.
• Gulf States Utilities Co. (3/7)
Jan. 24 filed 350,000 shares of common stock (no par).
These are part of 2,538,701 shares of authorized but
unissued common stock held b.y the company. Under¬
writers—Tc be determined by competitive bidding.
Probable bidders include: Dillon, Read & Co. Inc.;
Lehman Brothers and Merrill Lynch, Pierce, Fenner &
Beane (jointly); Stone & Webster Securities Corp.; Otis
& Co.; The First Boston Corp. Offering—Tentatively
expected March 7. Proceeds—To finance part of con¬
struction program for 1950 and for general corporate
purposes.

Hawaiian Electric Co., Ltd., Honolulu
June 21 filed 150,000 shares of series E cumulative ($20
par) preferred and 50,000 shares of ($20 par) common
Offering—Preferred will be offered to preferred holders
at l-for-3 rate and common will be offered to common

stockholders at l-for-9 rate. Underwriters—Dillon, Read
& Co. Inc. and Dean Witter & Co. will buy unsubscribed

preferred^ unsubscribed common will be sold either a1
public auction or to the underwriters. Proceeds—To pay
off short-term promissory notes and to carry merchan¬
dise inventories and receivables or to replenish treasury
funds. The balance would be used for other corporate
purposes or construction. Indefinite.
• Houston Contracting Co., Houston, Tex.
Jan. 20 (letter of notification) $100,000 of 5% cumula¬
tive preferred stock at $100 per share and $200,000 com¬
mon stock at $40 per share. No underwriter. Proceeds
for general corporate salaries, etc.

Idaho Maryland Mines Corp., San Francisco, Cal.
Dec. 12 (letter of notification) 14,000 shares of common
stock at $1.90 per share, to be sold by Gwendolyn
MacBoyle, executrix for the Estate of Errol MacBoyle,

deceased. Underwriters—E. F. Hutton & Co. and Davieg
& Mejia, San Francisco.

Illinois Bell Telephone Co.
Nov. 30 filed 389,982 shares of capital stock (par $100).
Offering—To be offered to stockholders pro rata at $100
a share. American Telephone & Telegraph Co. will be
given the right to buy 387,295 of these shares and the
remainder will be offered public stockholders. Under¬
writer—None. Proceeds—To pay advances from A. T. & T.

• Income and Home Association, Charleston, S. C.
Jan. 16 (letter of notification) $250,000 of membership
certificates of $100 each, which are, in effect, 20-year 3%
debentures, callable after five years. No underwriter.
Proceeds for land improvements and sales acceleration,
Office—614 Peoples Bldg., Charleston, S. C.

Insurance Co. of North America, Philadelphia
Dec. 30 filed 30,000 shares of capital stock (par $10) to
be offered to employees of the company and its six
affiliated companies under an employees' stock subscrip¬
tion plan. No underwriter. Proceeds for general cor¬
porate purposes.

Kansas Gas & Electric Co. (3/1)
Jan. 6 filed 82,011 shares of $4.50 preferred stock
(par $100), to be issued in exchange for existing 7% and
$6 preferred stocks on a share-for-share basis, with 7%
preferred stockholders also receiving $5 per share in
cash. Offer is to run from Feb. 7 to Feb. 28. Underwriters
—Merrill Lynch, Pierce, Fenner & Beane and Kidder,
Peabody & Co. Proceeds—To be used to redeem unex¬
changed 7% and $6 preferred shares. Expected about
March 1.

Keller Motors Corp., Huntsviile, Ala.
May 10 filed 5,000,000 shares (3C par) common. Under¬
writer—Greenfield, Lax & Co., Inc., New York. Price—
$1 per share. Proceeds — To purchase additional plant
facilities, tools, dies, jigs, etc.; the balance for working
capital. Statement effective Oct. 3 and amendment to
registration statement effective Oct. 31.

Kerr-McGee Oil Industries, Inc.
Dec. 22 (letter of notification) 1,500 shares of common 1
stock (par $1), for Dean Terrill, selling stockholder.
Underwriter—Straus & Blosser, Chicago. Price—$12 per
share.

• Keystone Custodian Funds, Inc.
Jan. 23 filed 30,000 certificates of participation, series
B-l; 45,000 of series B-2 certificates; 125,000 of series
K-2 certificates; 275,000 of series S-2 certificates and
150,000 of series S-3 certificates. Underwriter—The
Keystone Company of Boston, for the certificates of par¬
ticipation. Business—An open-end investment company.
• Lake Superior District Power Co.
Jan. 23 filed $2,000,000 of series C first mortgage bonds,
due 1980, and 40,000 shares of $20 par value common
stock (oar $20). Underwriter—Bonds to be offered
under competitive bidding; stock to be offered to
present holders at the rate of one new share for each
four held, with Robert W. Baird & Co. as stock under¬
writer. Probable bidders lor bonds: Halsey, Stuart &
Co. Inc.; Kidder, Peabody & Co.; White, Weld & Co.;
Harriman Ripley & Co. and Union Securities Corp.
(jointly); Carl M. Loeb, Rhoades & Co. Proceeds—•
Property additions and betterments.

Lamston (W. H.), Inc.
Jan. 5 (letter of notification) 1,500 shares of common
stock. Price—$8 per share. Proceeds—To Harold Stone
(Vice-President), the selling stockholder. Underwriter
—Childs, Jeffries & Thorndike, Inc.
• (John H.) Lewis Fund, Inc.
Jan. 23 filed 145,000 shares of capital stock. Under¬
writer—Lewis Management Co., Inc., New York. Busi¬
ness—An investment company.

Lowell Electric Light Corp., Lowell, Mass.
Dec. 30 filed 55,819 shares of capital stock (par $25).
Offering—To be offered at $35 per share to common
stockholders at the rate of one new share for each three
shares held. Underwriter—None. Proceeds—To repay
bank loans, for construction and to make further im¬
provements.
• Lund Mining Co., Ely, Nev.
Jan. 16 (letter of notification) 600,000 shares of com¬
mon stock at 10 cents each. No underwriter. Proceeds
to buy equipment and drill mines. Office—Care Ed¬
mund A. Hendrix, Ely, Nev.

Manufacturers & Merchants Indemnity Co.,
Cincinnati

Dec. 16 (letter of notification) 10,000 shares of common
stock (par $5) to be offered at- $27.50 per share. No
underwriter. Proceeds to increase capital and surplus.

Messenger Corp., Chicago
Jan. 11 (letter of notification) 2,000 shares of common
stock (par $1), to be sold for the account of Harry M.
Messenger, President. Price—$11 per share. Under- ;
writer—Cruttenden & Co., Chicago. Office—1 N. La <
Salle Street, Chicago.
• Metropolitan Edison Co.
Jan. 20 filed $7,000,000 of first mortgage bonds, dhe 1980,
and 30,000 shares of $100 par value cumulative preferred
stock (par $100). Underwriters—Names to be deter¬
mined by competitive bidding. Probable bidders: Drexel
& Co.; Harriman Ripley & Co. and Union Securities
Corp. (jointly); Carl M. Loeb, Rhoades & Co.; Halsey,
Stuart & Co. Inc. (bonds); Kidder, Peabody & Co.
(bonds); White, Weld & Co. (bonds); Smith, Barney &
Co. and Goldman, Sachs & Co-.r. (jointly on pfd.); Glore,
Forgan & Co. and W. C. Langley & Co. (jointly on pfd.).
Proceeds—For construction and to reimburse treasury
for past capital expenditures. Expected in February.
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Moller-Dee Textile Corp-, Wilmington, Del., and
Tel-Aviv, Israel

Dec. 7 filed 500,000 shares ($5 par) capital stock. Under¬
writer—Coffin, Betz & Co., Philadelphia. Price, par.
Proceeds—To build a textile plant in Israel. Business—
Cotton textiles.

• Morrison-Knudsen Co., Inc., Boise, Ida
Jan. 13 (letter of notification) 30,000 shares of common
stock (par $10), to be offered jointly by the company
and Broadway Holding Co. to employees at $2 less than
the market price.

New Jersey Power & Light Co.
Jan. 16 filed 20,000 shares ($100 par) cumulative pre¬
ferred stock. Underwriters—Names to be determined
through competitive bidding, Probable bidders; Kidder,
Peabody & Co. and White, Weld Co. (jointly); Smith,
Barney & Co.; W. C. Langley & Co.; Lehman Brothers;
Drexel & Co. Proceeds—For property additions, to re¬
plenish working capital or pay off bank notes. Expected
in February.
• (The) Norwalk Co., Los Angeles, Calif.
Jan. 20 (letter of notification) 2,925 shares of common
stock at $100 per share. No underwriter. Proceeds to
remodel oil refinery at Bakersfield, Calif., and build a
pipe line.

Parking Services, Inc., Washington, D. C.
Dec. 29 (letter of notification) 120,000 shares of class A
common stock, non-voting (par 50 cents) and 60,000
shares of class B voting common stock (par 10 cents).
Price—At $5 per unit, each unit to consist of two shares
of class A and one share of class B stock. Underwriter
—James T. DeWitt & Co., Washington, D. C. Proceeds
—For general working capital to lease or buy property
for parking and garage use. Office—1419 Eye Street,
N. W., Washington, D. C.

Power Petroleum Ltd., Toronto Canada
April 25 filed 1.150,000 shares ($1 par) common of whict ,

1,000,000 on behalf of company and 150,000 by New Yori
Co., Ltd. Price—50 cents per share. Underwriters—
S. G. Cranwell & Co., New York. Proceeds—For admin¬
istration expenses and drilling. Statement effective
June 27.

(E. J.) Scarry & Co., Denver, Colo.
Jan. 11 (letter of notification) 1,000 shares of 8% pre¬
ferred stock to be offered at par ($100 per share). No
underwriter. Proceeds for expansion and to provide
additional working capital. Office—1620 Market Street,
Denver, Colo.
• Schwarz Engineering Co., Inc., San Francisco,

California
Jan. 16 (letter of notification) $94,000 of convertible 5%
income notes, due 1957, and 94,000 shares of capital stock
(par $1), into which said notes will be converted. No
underwriter. Proceeds for working capital. Office—58
Sutter St., San Francisco, Calif.
• Schwitzer-Cummins Co., Indianapolis, lnd„
Jan. 16 (letter of notification) 5.000 shares of 5%%
cumulative preferred stock, series A (par $20), to be sold
by Louis Schwitzer, Sr., Chairman of the board. Under¬
writer—Paul H. Davis & Co., Chicago, 111.

(G. D.) Searle & Co., Chicago (2/8)
Jan. 18 filed 246,573 shares of common stock (par $5),
of which 26,573 shares will be offered by the company
to employees and 220,000 shares will be purchased by a
group of underwriters headed by Smith, Barney & Co.
from certain large stockholders. Price—To be filed by
amendment. Business—Manufacturer of ethical pharma¬
ceuticals. Expected Feb. 8.

Service Finance Co., Los Angeles, Calif.
Dec. 19 (letter of notification) 65,000 shares of common
stock. Price—Par ($1 each). Underwriter—Dempsey
Tegeler & Co., Los Angeles. Proceeds—For working
capital. Office—607 S. Hill Street, Los Angeles.

Sharp & Dohme, Inc., Philadelphia, Pa. (2/15)
Dec. 9 filed 171,815 shares of cumulative preference

stock (no par). Offering-—Offered in exchange for
229,085% shares of $3.50 cumulative convertible pref¬
erence stock, series A, at rate of three new shares for
each four old ones. Offer expires Jan. 19. Underwriters
—Alex. Brown & Sons, Baltimore, and Drexel & Co.,
Philadelphia, who have agreed to purchase from the
company up to a maximum of 86,000 shares of $4.25 pref¬
erence stock which may be offered by the underwriters
on or about Feb. 15. Proceeds—To redeem at $75 each
plus accrued dividends any $3.50 preference stock not
surrendered under the exchange. Business—Pharmaceu¬
ticals. Statement effective Jan. 3.

South Carolina Electric & Gas Co., Columbia,
South Carolina

Nov. 22 filed $22,200,000 first and refunding mortgage
bonds. Due 1979. Underwriter—Names by amendment.
Proceeds—To redeem a like amount of outstanding
bonds. Due 1979. Underwriter—Names by amendment
(probably Halsey, Stuart & Co. Inc.; Kidder, Peabody &
Co.; The First Boston Corp.; Union Securities Corp.).
Expected in January.

South Pacific Engineering Corp., Portland, Ore.
Jan. 3 filed 5,000 shares of 4% preferred stock (par $100)
and 25,000 shares of common stock (no par) to be "of¬
fered as a speculation." Price—In units of one preferred
share and five common shares at $100 per unit. To be
sold by salesmen directed by James L. Evans, President,
with a $25 per unit selling commission. Proceeds—For
industrial and mining projects in Oregon and Ecuador.
• Southeastern Factors Corp., Charlotte, N. C.
Jan. 17 (letter of notification) 112,000 shares of common
capital stock at $1 each. No underwriter. Proceeds for
additional working capital. Office—P. O. Box 2121,
317 S. Tryon St., Charlptte, N. C.

• Southern Union Gas Co.
Jan. 19 filed $18,000,000 of 2%% first mortgage sinking
fund bonds, due 1975; 30,000 shares of cumulative pre¬
ferred stock (par $100) and 99.698 shares of common

stock (par $1). Underwriter—Blair, Rollins & Co., Inc.,
New York, for the bonds and preferred stock. Price—
Of preferred issue to be filed by amendment. The com¬
mon stock is to be offered at $17,50 per share to common
stockholders of record Jan. 30, 1950, at the rate of one
new share for each 12 shares of common stock held.
Proceeds—To retire outstanding bonds, debentures and
bank indebtedness and for construction.

• Spectrolux Television Corp.
Jan. 17 (letter of notification) 60,000 shares of common
stock (par lc) and 60,000 shares of cumulative preferred
stock (par $5) to be offered in units of one preferred
and one common share. Of this amount, 2,500 units
will presently be sold, the proceeds to be used for work¬
ing capital. No underwriter. Office—48 West 43rd St.,
New York, N. Y.

Sudore Gold Mines Ltd., Toronto, Canada
June 7 filed 375,000 shares of common stock. Price—$1
per share (U. S. funds). Underwriter — None. Proceeds
—Funds will be applied to the purchase of equipment,
road construction, exploration and development.
• Swansea Mines, Inc., Helena, Mont.
Jan. 11 (letter of notification) 1,000,000 shares of com¬
mon stock and $100,000 in debenture warrants to accom¬

pany stock, of which 530,000 shares and $53,000 of de¬
benture warrants will be sold at $1 per unit. No
underwriter. Proceeds to build a tunnel. Office—Box
904, Helena, Mont.

Teco, Inc., Chicago
Nov. 21 filed 100,000 shares ($10 par) common stock.
Offering—These shares are to be offered to holders of
common stock in Zenith Radio Corp. at rate of one share
for each five held. Underwriter—None. Proceeds—For
working capital and the promotion of Zenith's "Phone-
vision" device, whereby television users could pay t»
special fee for costly television programs by calling the
telephone company and asking to be plugged in.
• Texmass Petroleum Co., Dallas, Texas
Jan. 13 filed $3,000,000 of 4% % senior cumulative in¬
terest debentures due 1965; $1,200,000 of 5% junior
income debentures due 1970; 32,000 shares of $5 class A
cumulative preferred stock (no par), with no rights to
dividends until 1956; 52,000 shares of $5 class B cum¬
ulative preferred stock (no par), with no rights to
dividends until 1956; and 2,000 shares of , common stock
(no par), represented by voting trust certificates; to be
issued under a plan of debt adjustment. Any interest
payable on debentures must first be approved by RFC,
which recently loaned the company $15,100,000. Under¬
writer—None. Business—Oil production.

Tiffin Art Metal Co., Tiffin, O.
Jan. 6 (letter of notification) $98,500 of 4%% sinking
fund debentures, due 1964. Price—100%% of principal
amount. Underwriter—The Ohio Co., Columbus, O.
Proceeds—To buy a lot and building in Toledo for use
as warehouse and distributing point. Office—2nd and
Broad Avenue, Tiffin, O.

United Gas Corp.
Dec. 21 filed $25,000,000 of first mortgage and collateral
trust bonds, series due Jan. 1, 1970. Underwriters—
Issue awarded Jan. 24 to a group headed by Dillon, Read
& Co. Inc. Proceeds—To purchase $18,000,000 of first
mortgage bonds, 4% series due 1962, to be issued by
United Gas Pipe Line Co., its subsidiary, and for general
corporate pui poses.

United States Fidelity & Guaranty Co.,
Baltimore

Dec. 27 filed 300,000 shares of capital stock (par $10)
Offering—To stockholders of record Jan. 13 at $40 per
share at the rate of one share for each 3% shares now
held. Rights expire Feb. 1. Underwriters—Alex. Brown
& Sons, John C. Legg & Co., Stein Bros. & Boyce, and
Baker, Watts & Co., all of Baltimore. Proceeds—For ad¬
ditional capital and surplus. Statement effective Jan. 13
• U. S. Thermo Control Co., Minneapolis, Minn.
Jan. 16 (letter of notification) 10,000 shares of common
stock (par $1), to be sold by Joseph A. Numero, Pres¬
ident. No underwriter.

Upper Peninsula Power Co.
Sept. 28, 1948 filed 154,000 shares of common stock (par
$9. Underwriters—SEC has granted exemption' from
competitive bidding. An investment banking group man¬
aged by Kidder, Peabody & Co.; Merrill Lynch, Pierce,
Fenner & Beane, and Paine, Webber, Jackson & Curtis,
may be underwriters. Proceeds—Will go to selling stock¬
holders. Consolidated Electric & Gas Co. and Middle
West Corp. will sell 120,000 shares and 34,000 shares,
respectively.
• Vanadium-Alloys Steel Co.
Jan. 20 (letter of notification) 3,000 shares of treasury
capital stock (no par) to be offered at market price
(approximately $27.75 per share),, principally to em¬
ployees. Proceeds for working capital.
• Vat-Craft Corp., N. Y. City
Jan. 18 (letter of notification) 500 shares of common
stock (par $1) and 1,000 shares of 4% non-cumulative
convertible series A preferred stock (par $100) to be
offered in units of two preferred shares and one com¬

mon share at $201 per unit. No underwriter. Proceeds
for investigation, research and development work and
additional working capital. Office—547 West 110th St.,
New York, N. Y.
• View, Inc., Orlando, Fla.
Jan. 16 (letter of notification) 4,000 shares of class A
non-voting capital stock and 1,000 shares of class B
voting capital stock. Price—$10 per share. Under¬

writer—Leedy, Wheeler & Alleman, Inc., Orlando.
Proceeds—To publish a magazine. Office—24 W. Pine
St., Orlando.
• Welex Jet Services, Inc., Fort Worth, Texas >
Jan. 10 (letter of notification) 21,040 shares of common
stock (no par), for which transferable warrants will be
issued to the 140 present stockholders enabling them to
purchase one new share for each six shares outstanding
at $10.40 per share. Unsubscribed shares are to be of¬
fered to the public at $11.50 per share. Underwriter—
Laird & Co., Wilmington, Del. Proceeds—To pay for an
expansion program for perforating of oil wells. Office—
3909 Hemphill St., Fort Worth 9, Tex.
• Yogo Sapphire Mining Corp., Billings, Mont.
Jan. 19 (letter of notification) 285.000 shares of $1 par
value common stock at par ($1 per share). No under¬
writer. Proceeds to buy properties and resume mining
operations. Office—21 Hedden Bldg., Billings, Mont.

Younker Brothers, Inc., Des Moines, la.
Nov. 4 (letter of notification) 1,000 shares (no par) stock,
to be sold at $27.50 each. Underwriter—T. C. Henderson
& Co., Des Moines. Proceeds—To selling stockholder.
• Younker Brothers, Inc., Des Moines, Iowa
Jan. 18 (letter of notification) 2,400 shares of common
stock (no par) will be sold at $29 per share for account
of selling stockholders. Underwriter—A. G. Becker &
Co. Inc., Chicago, 111.

Piospective Offerings
American Telephone & Telegraph Co.

Dec. 21 directors voted to make a third offering to em¬
ployees of the company and its subsidiaries of up to
2,800,000 shares at a price of $20 per share less than
the market price when payment is completed, but not
more than $150 nor less than $100 per share.
• Appalachian Electric Power Co. (3/21)
Jan. 17 announced that the company expects to file with
the SEC about Feb. 17 a registration statement covering
$25,000,000 of new first mortgage bonds, due 1980, to
be sold at competitive bidding, probably on March 21.
Probable bidders include: Halsey, Stuart & Co. Inc.;
Kuhn, Loeb & Co. and Union Securities Corp. (jointly);
Iiarriman, Ripley & Co. Inc.; First Boston Corp. Proceeds,
are for expansion.
© Arkansas Power & Light Co.
Jan. 17 reported to be considering the refunding at some
future date of the outstanding $7 and $6 preferred stocks.
Probable underwriters: First Boston Corp. and W. C.
Langley & Co. (jointly).

Carolina Power & Light Co.
Jan. 13 directors approved for*" 1950 a construction

program costing $18,000,000 as part of the comoany's
$80,000,000 postwar expansion program. It is planned
to raise $20,000,000 through the sale in 1950 or 1951 of
securities principally bonds.

Central Maine Power Co.
Dec. 27 it was reported that a block of common stock
of this company now owned by New England Public
Service Co. may reach the marketing stage this spring.

Colorado Interstate Gas Co.
Jan. 7 it was reported that 531,250 shares of common
stock (42%% of total outstanding), which was purchased
in 1948 by group headed by Union Securities Corp., may
be reoffered early this Spring.

Consolidated Edison Co. of New York, Inc.
Jan. 13 company officials estimated at $96,000,000 new

money financing required through 1953. Indications
were that short-term bank loans of $12,000,000, plus
treasury funds, will be sufficient to carry construction
program through until next fall before permanent financ¬
ing will be necessary. Refunding of $5 preferred stock
(1,915,319 shares outstanding) is also reported to be
under study.
• Delaware Power & Light Co.
Jan. 21, Stuart Cooper, President, said company may
issue $4,000,000 to $5,000,000 of common stock early in
the Spring as part of a tentative financing program esti¬
mated at from $17,000,000 to $19,000,000. This stock will
first be offered to stockholders. Several months later,
it is planned to offer jointly mortgage or debenture
bonds and some preferred stock. Construction costs in
1950, it is estimated, will total about $25,000,000.

East Tennessee Natural Gas Co.
Jan. 10 reported company will shortly file with the SEC
a new issue of securities, the proceeds of which would
be used for the laying of a pipe line into the Oak Ridge,
Tenn., plants. Financing may total about $2,750,000, to
include preferred and common stocks. Probable bidders:
White, Weld & Co.; Equitable Securities Corp.; F. S.
Moseley & Co.; Elder & Co. Expected toward latter part
of February.
® Florida Power & Light Co. ,

Jan. 12 McGregor Smith, President, said company plans
to spend $18,000,000 in 1950 for construction. The fol¬
lowing have groups to bid on the 191,590 shares of com¬
mon stock which Electric Bond & Share Co. will receive
upon consummation of American Power & Light Co.
plan: Blyth & Co. Inc.; Dillon, Read & Co. Inc.; Lehman
Brothers; First Boston Corp.; Merrill Lynch, Pierce,
Fenner & Beane; Glore, Forgan & Co.; Union Securities
Corp.

Georgia Power Co. (4/4)
Jan. 17 reported company expects to file a registration

statement with the SEC on March 3 covering $15,000,000
of debt securities. Bids are scheduled to be received on

April 4. Probable bidders: HaJ™" Rt To. Tnc.;'

Continued on page 54
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Continued from page 53

Glore, Forgan & Co.; The First Boston Corp.; Salomon
Bros. & Hutzler, and Shields & Co. (jointly); The First
'Boston Corp.; Drexel & Co.; Morgan Stanley & Co.; Har-
riman, Ripley & Co. Proceeds—To finance construction
program.

Greenpoiint Coal Docks, Inc. (2/21)
Jan. 17 announced bias will be received by 3:30 p. m.

(EST) on Feb. 21 for the purchase from the Attorney
General of the United States, as a whole, of 2,500 shares
of common capital stock (all of the outstanding stock
of the corporation). Bids must be received at the Office
of the Alien Property Custodian, 120 Broadway, New
York 5, N. Y.

• Gulf Mobile & Northern RR. (2/1)
Jan. 19 announced company will sell $3,570,000 equip¬
ment trust certificates, due Feb. 15, 1951 to 1961, in¬
clusive. Underwriters—To be determined by competi¬
tive bidding. Probable bidders include: Halsey, Stuart
& Co. Inc.; Salomon Bros. & Hutzler; Harriman Ripley
& Co. and Lehman Brothers (jointly); Lee Higginson
Corp.; Harris, Hall & Co. (Inc). Bids—To be received
Feb. 1.

• Howe Sound Co.
Jan. 20 announced stockholders on March 20 will con¬
sider authorizing approximately 76,000 shares of con¬
vertible preferred siock (par $50) to be first offered to
common stockholders. Underwriter—Union Securities
Corp. Proceeds—For further development of company's
properties and for other corporate purposes.

• Indianapolis Fower & Light Co.
Jan. 17 it was announced that it is intended that balance
of funds necessary for campany's construction program,
estimated to cost $5,718,324 in 1950, $4,832,326 in 1951 and
$8,224,676 in 1952, will be obtained from treasury, an¬
nual operating revenues, and from sale of additional
bonds, notes or other securities.

Iowa Public Service Co.
Jan. 10 reported that corporation plans to issue and sell in
March approximately $5,000,000 of preferred stock, the
net proceeds to pay for construction costs, etc. Probable
bidders: A. C. Alfyn & Co.; Harriman Ripley & Co. and'
Merrill Lynch, Pierce, Fenner & Beane (jointly); Kidder,
Peabody & Co. and Blyth & Co. (jointly); Equitable Se¬
curities Corp.; Lehman Brothers; White, Weld & Co.

Jamaica Water Supply Co.
Jan. 31 stockholders will vote on approving issuance of
50,000 additional shares of common stock on a l-for-2
basis, the unsubscribed shares to be sold to underwriters
at subscription price. It is also planned to issue and
sell $7,995,000 first mortgage bonds at competitive bid¬
ding. Probable bidders—Halsey, Stuart & Co., Inc.;
White, Weld & Co.; Blyth & Co., Inc.; W. C. Langley &
Co. and Union Securities Corp. (jointly); Kidder, Pea-
body & Co.; Carl M. Loeb, Rhodes & Co. Proceeds to
retire $5,745,000 first mortgage 3%% bonds, series A,
and $1,250,000 of first mortgage 3V4% bonds, series B.
and for other corporate nuraoses.

Kansas City Power & Light Co.
Jan. 11 announced 1,906,748 shares of common stock

would be offered for subscription by United Light &
Rys. Co. on a 3-for-l basis, according to plan for liquida¬
tion and dissolution of latter company and Continental
Gas & Electric Corp.

Laclede Gas Light Co.
On Jan. 26 stockholders will consider authorizing a
new issue of 480,000 shares of preferred stock (par $25),
of which 160,000 may be presently issued, and on chang¬
ing name of company to Laclede Gas Co. Probable bid¬
ders; The First Boston Corp. and Blyth & Co., Inc. (joint¬
ly); Smith, Barney & Co. and Goldman, Sachs & Co.
(jointly); Lehman Brothers, Merrill Lynch, Pierce, Fen¬
ner & Beane and Reinholdt & Gardner (jointly); Harri¬
man Ripley & Co.; White, Weld & Co. Proceeds—To be
used to finance part of $20,000,000 construction program
planned over the 1950-1953 period.

Lone Star Steel Co., Dallas, Texas
Dec. 13 announced company plans to issue and sell
$5,000,000 10-year first mortgage bonds and to raise an
additional $2,000,000 through the issuance to present
stockholders of rights to subscribe for 592,185 additional
shares of common stock. Underwriters—Dallas Rupe &
Son, Dallas, and Straus & Blosser, Chicago. Proceeds—
To retire present indebtedness, finance the construction
of a cast iron pressure pipe plant, and for other corporate
purposes. Registration with SEC expected this month.
• Louisiana Power & Light Co.
Jan. 17 reported to be considering the refunding of the
outstanding $6 preferred stock at some future date. Prob¬
able underwriters: W. C. Langley & Co. and First Boston
Corp. (jointly).

Mississippi Power Co. (3/7)
Jan. 16 it was announced that this company expects

on Feb. 3 to file a registration with the SEC covering
$3,000,000 first mortgage bonds. Bids are scheduled to be
opened at 11 a. m. (EST) on March 7. Probable bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Glore,
Forgan & Co.; Equitable Securities Corp., and Shields
& Co. (jointly); Otis & Co.; Carl M. Loeb, Rhoades & Co.;
Kidder, Peabody & Co. Proceeds—To finance construc¬
tion programs.

• Mississippi Power & Light Co.
Jan. 17 reported to be considering the refunding of the
outstanding S6 preferred stock at a future date. Prob¬
able 'underwriters: W. C. Langley & Co. and First Bos¬
ton Corp.

Mississippi Valley Public Service Co.
Jan. 10 reported company has received permission

from Wisconsin P. S. Commission to issue $3,700,000
first mortgage bonds. Traditional underwriters: Merrill
Lynch, Pierce, Fenner & Beane;-Carter H. Harrison &
Co. Proceeds to retire outstanding bonds and to pay,

in part, for construction.

• Mountain States Telephone & Telegraph Co.

Jan. 17, F. P. Ogden, President, said company spent
$32,000,000 in expansion in 1949 and plans a similar out¬
lay this year. "

• Natural Gas Service Corp.

Jan. 18 announced company has applied to FPC for
authority to construct 92 miles of pipeline in Virginia;
the estimated overall cost of which is $2,450,000, to be
financed through the private sale of a limited number
of common shares and a bond issue in the proportion of
25% and 75%, respectively.

New Jersey Bell Telephone Co.
Company filed Dec. 8 with the New Jersey State Board
of Public Utility Commissioners a plan for financing
$65,000,000 of construction. Company proposes to sell
$50,000,000 in common stock and $15,000,000 in long-term
bonds to meet plant and installation costs. Probable
bidders for bonds: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.; Kuhn, Loeb & Co.; Shields & Co.; First
Boston Corp.; White, Weld & Co.

• Niagara Mohawk Power Corp.
Jan. 19 announced that construction program will neces¬
sitate in 1950 not more than $25,000,000 of additional debt
or equity financing, including short-term bank loans.
Probable bidders for bonds: Halsey, Stuart & Co. Inc.;
Morgan Stanley & Co.; The First Boston Corp.; Kuhn,
Loeb & Co.

• North Butte Mining Co.
Nov. 7 stockholders approved change in authorized cap¬
ital stock from 2,000,000 shares, par $2.50 (of which 1,-
365,331 shares were outstanding) to 5,000,000 shares, par
$1, exchangeable on a share-for-share basis. Company
intends to issue to stockholders, as soon as registration
requirements shall have been met, stock purchase war¬
rants to purchase, at $1 per share, two new shares for
each share held. Unsubscribed shares are to be offered
to the public at a price not below par. The directors
were also authorized to mortgage any or all of the prop¬

erty so that it would be in a position to obtain financing
in order to provide working capital, funds to retire out¬
standing debts and for current expenses. If property is
mortgaged it would be for not less than $1,000,000 nor
more than $3,000,000.

• Northern Natural Gas Co., Omaha, Neb.
Jan. 20 announced that the company proposes to issue
and sell at competitive bidding $40,000,000 of 2%%
20-year debentures and to sell 304.500 shares of common
stock on the basis of one share for eight shares now

outstanding, the latter to supply from $9,060,000 to
$10,657,500 of new capital. The net proceeds, together
with other funds, will be used to finance the company's
construction program. Probable bidders for the deben¬
tures: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; The
First Boston Corp.; Kidder, Peabody & Co.

• Otter Tail Power Co. (3/1)
Jan. 18 announced company has asked the FPC to
authorize 25.000 shares of cumulative preferred stock
(no par) and 125,000 shares of common stock (par $5).
The preferred stock, with a dividend rate not to exceed
$4.40 per share annually, will be issued in March 1950.
The common stock would be issued after March 1, 1950.
Underwriters—Glore, Forgan & Co. and Kalman & Co.,
Inc. Proceeds—To help finance present bank loans and
1950 construction program.

Pacific Power & Light Co.
Dec. 24 reported that company's tentative plans call for
funding of $9,000,000 bank loans, probably in March. On
Sept. 15 it was said plans to do some permanent financ¬
ing of approximately $7,000,000 through the sale of
additional first mortgage bonds to retire outstanding
notes and to finance its construction program had been
postponed to about May 1, 1950. Probable bidders:
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co.; W. C.
Langley & Co. and The First Boston Corp. (jointly);
Union Securities Corp.; Equitable Securities Corp. and
Salomon Bros. & Hutzler (jointly); Blyth & Co., Inc.;
White, Weld & Co. and Harris, Hall & Co. (Inc.)
(jointly); Carl M. Loeb, Rhoades & Co.

• Pacific Power & Light Co.
Jan. 17, it was announced that a group consisting of
Allen & Co.; Blyth & Co., Inc.; Blair, Rollins & Co.,
Inc.; Kidder, Peabody & Co.; Schoellkopf, Hutton &
Pomeroy, Inc:; Robert Hawkins & Co., Inc.; Pacific
Northwest Co. and Butcher & Sherrerd, investment
bankers, have posted $1,000>000 with the American Power
& Light Co. as evidence of their willingness .to pay
$15,000,000 cash for all cf the common stock of Pacific
Power & Light Co., only in the event that the SEC
should not approve sale of such stock by American
Power & Light Co. in the proceeding now pending before
that body/ This offer will be open until 5 p.m. on Feb. 3
and amounts to $30 per share for the Pacific Power
company's 500,000 shares of outstanding common stock.
On Jan. 23, the SEC began hearings on a previous offer
of $10,000,000 cash, .plus 70% of all dividends and dis¬
tributions in excess of $300,000 a:year, made on Jan. 4
by 12 individuals and banking firms headed by B. J.
Van Ingen & Co. The maximum "that would be paid
under this latter offer would be $19,500,000.

Pacific Telephone & Telegraph Co.
Dec. 15 company announced a plan to offer to its stock¬
holders the right to subscribe for 814,694 additional
shares of common stock at the rate of one share for
each six shares of common or preferred held. American
Telephone & Telegraph Co. owns 3,732,493 shares, or
91% of the 4,068,165 common shares outstanding, and
640,957, or 78.17%, of'the 620,000 6% preferred shares.
Proceeds will be used to retire bank loans and to provide
for additional expansion, additions and improvements.
The stockholders 'March 2 will consider increasing the
authorized common stock from 5,000,000 to 6,500,000
shares.

• Pennsylvania Power Co.
Jan. 23 company requested SEC permission to issue and
sell at competitive bidding $3,000,000 of first mortgage
bonds, due 1980. Probable bidders—Halsey, Stuart &
Co. Inc.; White, Weld & Co.; Harriman Ripley & Co.
and Union Securities Corp. (jointly); Kidder, Peabody
& Co.; Carl M. Loeb, Rhoades & Co. Proceeds—For
property additions and improvements.

Pennsylvania RR. (3/1)
Jan. 9 it was reported company would probably be in
the market about March 1 with $10,200,000 additional
equipment trust certificates series Y. Probable bidders:
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler;
Harriman, Ripley & Co. Inc. and Lehman Brothers (joint¬
ly); Harris, Hall & Co. (Inc.); First Boston Corporation.
Jan. 9 also reported company is expected to take care of
additional equipment financing through issuance of series
Z certificates.

Seaboard Air Line RR.
Dec. 9 reported that company has under consideration
the refunding of its long-term first mortgage 4% bonds
involving not less than $30,000,000. Probable bidders in¬
clude Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; Leh¬
man Brothers; First Boston Corp.; Harriman Ripley &
Co., jointly.

Southern California Edison Co.

Jan. 9 W. C. Mullendore, President, said company during
1950 plans to spend approximately $51,500,000 for new
plant and replacements. A nationwide investment bank¬
ing group, jointly headed by The First Boston Corp. and
Harris, Hall & Co. (Inc.) on May 18, 1949 offered $20,-
000,000 of common stock, par $25.

Southern Natural Gas Co.
Jan. 4 announced company has applied to the FPC for
authority to construct natural gas facilities at an esti^-
mated cost of $32,520,000, which will be financed through
the issuance of additional securities. Of the total cost,
$18,360,000 will be applicable to the 1950 program, and
the remaining $14,160,000 to be spent in 1951. This year's
program will be financed initially by bank loans, which
will be refunded later through the sale of bonds. The
1951 financing may be through the sale of $5,000,000
additional common stock to be offered to stockholders
under preemptive rights. Probable bidders for bonds:
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc., and Kidder,
Peabody & Co. (jointly), and The First Boston Corp.

State!! Island Edison Corp.
Jan. 5 General Public Utilities Corp. applied to the SEG
for an exemption from competitive bidding to sell the
entire common stock (325,000 shares) of Staten Island
Edison Corp., through a negotiated sale. GPU plans to
make a $4,000,000 capital contribution to Metropolitan
Edison Co., of Reading, Pa., and a $650,000 capital con¬
tribution to New Jersey Power & Light Co., of Dover,
N. J. The contributions are intended to aid the two sub¬
sidiaries in financing their construction programs. Probp
able bidders may include W. C. Langley & Co. and Union
Securities Corp. (jointly); Lehman Brothers; Stone &
Webster Securities Corp. and White, Weld & Co. (joint¬
ly); First Boston Corp.; Kidder, Peabody & Co.

Utah Fuel Co. (4/10)
The referee will offer at public auction at 11 a.m. oh
April 10 all of the 100,000 outstanding shares of stock of
this corporation at the Guaranty Trust Co. of New York,
140 Broadway, New York. Business—Mining of coal in
Utah and Colorado and manufacturing of coke in Utah
and sale of said products. . . .

• Ward Baking Co.
Jan. 23 company announced that it is considering a pro¬

posal to refinance its outstanding $5,892,200 5%% deben-
tures. ;

• Warner Bros. Pictures, Inc.
Jan. 13 Lehman Brothers reported acting as agent to
secure for a limited time a satisfactory buyer for stocK
to be held by the Warner family in a new theatre com¬

pany as the result of reorganization. V , ;

Western Maryland Ry. (2/14)
Jan. 9 company was reported to be planning the issu¬
ance of $2,450,000 of equipment "trust certificates- on
or about Feb." 14." Probable bidders: Halsey,- Stuart &
Co. Inc.; Harris, Hall & Co. (Inc.); Salomon Bros. &
Hutzler; Harriman Ripley & Co. and Lehman Brother*
(jointly); Lee Higginson Corp. Had been originally
scheduled for Jan. 12. '■ r .•

• Wisconsin Public Service Corp.
Jan. 19 announced Standard Gas & Electric Co. would

shortly file an application with the-SEC to sell all the
common stock of the Wisconsin subsidiary, and -the
Philadelphia Co., its principal subsidiary, will ask the
SEC for permission to sell the ^common stock of Equit¬
able Gas CO. to be outstanding following its proposed
reorganization. It is the intention of the System to sell
only one of these holdings.
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Tomorrow's

Markets

Walter Whyte
Says—
= By WALTER WHYTE=

Ishould like to * sit back
and right about now stick my
thumbs under my armpits and
boast what a brilliant guy I
am. As a convincer, I point
to the column of two weeks

ago where I got off the band¬
wagon and leaped on to the
bullish vehicle. The column

hit you on the low day except
one, and from then on prices
started up again.

❖ ❖ :!:

This shift, though it turned
out well, wasn't the result of
any prescience. Just between
ourselves, it was a fortunate
combination of circumstances

that happened to work out as
lad planned it. Of course,
u in .list on regarding this
no mark'of a genius, I'll

4
, o accept my laurels graee-

. . Alter all, don't 1 have
to take the blame if I'm

wtreig? So why can't I take
the credit if I'm right?

* *

4

Seriously, however, the re-

ry after the break of last
; cau. ■■■' •< h f of confusion

Hears even though
/ lu't clear up anything for
the scid-out Bulls. ■ In fact,
more confusion exists now

among the latter than the
former. In the old days antic-
\ m oi u big earnings re-

was sufficient to start a

./;> zooming along. Last

»•_. J, I. Case came out with
close to $20 a share earnings

Pacific Coast

Securities

Orders Executed on

Pacific Coast Exchanges

Schwabacher & Co.
Members

New York Stock Exchange
Nk"i> York Curb Exchange (Associate)

San Francisco Stock Exchange
Chicago Board of Trade

7.4 Wall Street New York 5, N. Y.
COrllandt 7-4150 Teletype NY 1-928

Private Wires to Principal Offices
San Francisco—Santa Barbara

Monterey—Oakland—Sacramento
Fresno—Santa Rosa

and the stock didn't do much
of anything until everybody
was aware of the news, then
belatedly climbed a couple of
points.

* % *

This refusal to recognize
earnings in advance isn't new.
It is typical of SEC markets.
It is one of the reasons why
so-called "situation" stocks

which shape up beautifully on

analysis refuse to move up

until long after -the antici¬
pated news becomes public

property.
* * ❖

Theoretically, an earnings

report is supposed to be in¬
dicative of the future. Actu¬

ally it is nothing of the sort.
A stock sells at a certain fig¬
ure because it reflects the

condition already within the

company. Once that condition
is known, it becomes history
and therefore no harbinger of
the future. At this point you
can drag in that old cliche,

"History always repeats it¬
self," but try making money

on that basis and see what it

will get you.
:!: * *

The sum total of all this

fol-de-rol is that the market

is still the best yardstick. If
it indicates higher prices, then
the s+ncks that make it up

will also go up. Of course,

you then have to decide upon

interpretation—whether it is

going up or going dowri—and
that is where paths diverge.A

❖ * ❖

But coming back to our po¬

sition, we are now long of
Cooper-Bessemer at 24; it is

currently about 25. We also

bought Mead at 16; it is now

about 17. Stop the former at

22; take profits at 28. Stop
the latter at 14V6 and take

profits at 19 or better.

More next Thursday.
—Walter Whyte.

[The views expressed in this
article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]
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| Pointers on Selling |
§ For clever, helpful hints =

5 for selling securities read =

H the "Securities Sales- 5
5 man's Corner," a regular =

E feature in every Thurs- §
5 day's issue of the =

E "Chronicle." =

^IllllilillllllllllllllllllllllllllllllJIilllil.

ception which has greeted most
new offerings brought out re¬

cently.

Naturally the biggest undertak¬

ing ahead of investment bankers
is the American Telephone & Tele¬

graph Co.'s huge $200,000,000 of¬
fering due up for bids next Tues¬

day.
A straight debenture issue, due

in 21 years, this offering promises
to bring out bids from groups led

by firms which have come to be

recognized as more or less tradi¬
tional rivals since the advent of

the competitive bidding rule.

Bidders naturally are called

upon to fix the interest rate for

the new issue as well as the

price and this assures no end of

attention since the high-grade

market, from an issuer's stand¬

point, is once more pretty much

a "Seller's" affair at the moment.

Naturally the bidding syndicates
will be nationwide in scope from

the point, of potential distribution
facilities. -■

Outpacing the Pack

United Gas Corp.. was the chief

beneficiary of the apparent de¬
termination of its pre-competitive

bidding banking affiliation not to
let the utility's $25,000,000 of 20-

year sinking fund bonds get away.

'' The successful group paid the

company a price of 101.119 for
*

a 2.75% coupon, outdistancing
,its nearest competitor by some

$4.60 on each $1,000 bond.

Bidding for the same coupon

other groups were comparatively
close at 100.659; 100.6399; 100.628
and 100.55. The winners repriced

the bonds for public offering at
101.54 to yield 2.65%. Inquiry it

was reported, was a little on the
slow side in early stages.

Pacific Gas & Electric Preferred

Pre-offering inquiry, according,
to reports in dealer circles, spelled
out a quick sale for the Pacific
Gas & Electric Co.'s 1,500,000
shares of 4.80% redeemable pre¬

ferred stock of $25 par value.

Looking for a price of $27.25
a share, somewhat under the

prevailing market, it was indi¬
cated that investors were hot

after this one and that the actual

offering would involve little

more than the formality of open¬

ing and closing the subscription

books.

The big coast firm will apply
the proceeds to retirement of all
or part of its bank loans and to

finance construction in the year

ahead.

New Big Stock Issue Ahead

Another big piece of equity fi¬
nancing for utility account came

into definite prospect as Gulf
States Utilities Co. went into reg¬

istration to cover 350,000 shares of
additional no par common.

This block, its statement said,
would be put up for competi¬

tive bids and is part of 2,538,701

DIVIDEND NOTICES

THE GAMEWELL CO.
At a meeting of the Board of Directors of
The Gamewell Company, held today, January
20, 1950, a dividend of $.25 per share was de¬
clared on the Common Stock of the Company
payable on February 15, 1950, to stockholders
of record at the close ot business on Feb¬
ruary 3, 1950.

W. C. BECK, Treasurer.

Having thoroughly shaken off
the momentary lethargy which
characterized the business in the

year-end period, underwriters are

now right up against at least a

few weeks of brisk activity in the

marketing of new securities.

Their task promises to ' he

made easier by the evident thirst

of investors for new material

as witness the satisfactory re¬

ALUMINIUM LIMITED

DIVIDEND

NOTICE

On January 18th, 1950, a quarterly
dividend of Sixty Cents per share
in Canadian currency was declared
on the no par value Shares of this
Company payable March 4th, 1950,
to shareholders of record at the

close of business February 3rd,
1950.

Montreal J. A. DULLEA,

January 18th, 1950 Secretary

LIQUIDATION NOTICES

The First National Bank of Wlnsted.
ocated at Winsted, In the State of Con-
aecticut, Is closing its affairs. All creditors
it the association are therefore hereby
lotlfied to present claims for payment to
he undersigned at said bank.

CLARENCE H. BUNNELL,
Liquidating Agent.

Dated December 9, 1949.

The Hurlbut National Bank of Wlnsted,
ocated at Winsted, in the State of Con¬
necticut, Is closing its affairs. All creditors
jf the association are therefore hereby
notified to present claims for payment to
she undersigned at said bank.

EDW'ARD F. McARDLE,
Liquidating Agent.

Dated December 9, 1949. *

DIVIDEND NOTICES

THE SOUTHERN COMPANY
(INCORPORATED)

Directors of The Southern Com¬

pany, at a meeting held on Jan¬
uary 23, 1950, declared a quar¬

terly dividend of 20 cents per
share on the outstanding
13,520,000 shares of common
stock of the Company, payable
on March 6, 1950 to holders of
record at the close of business

on February 6, 1950.
L. H. Jaeger, Treasurer

Atlanta, Georgia

SOCONY-VACUUM
OIL COMPANY

Dividend

No. 156

INCORPORATED

Jan. 24,
1950

The Board of Directors today
declared a quarterly dividend of
25^ per share on the outstand'
ing capital stock of this Com'
pany, payable March 10, 1950,
to stockholders of record at the
close of business February 3,
1950.

W. D. Bickham, Secretary

Hooker Electrochemical Company
$4.25 Cumulative Preferred Stock

Dividend

The Board of Directors of Hooker Elec¬
trochemical Company on January 17,
1950 declared a quarterly dividend of
$1.0625 per share upon its $4.25 Cumu¬
lative Preferred Stock, payable March
28, 1950 to stockholders of record as of
the close of business March 2, 1950.

Cumulative Second Preferred

Stock, Series A, Dividend
The Board of Directors of Hooker Elec¬
trochemical Company on January 17,
1950 declared a quarterly dividend of
$1,125 per share upon its Cumulative
Second Preferred Stock, Series A ($4.50
dividend), payable March 28, 1950 to
stockholders of record as of the close
of business March 2, 1950,

Common Stock Dividend

The Board of Directors of Hooker Elec¬
trochemical Company on January 17,
1950 declared a dividend of Thirty Cents
($.30) per share upon its Common Stock,
payable February 24, 1950 to stock¬
holders of record as of the close of
business February 2, 1950.

ANSLEY WILCOX 2nd,
Secretary.

shares of authorized but unis¬

sued stock.

In this case the proceeds will be
used for general corporate pur¬

poses including financing part of
the current construction program.

Old Issues Cleaning Up
That investors, particularly in¬

stitutional sources, are becoming
reconciled to another period of
low yields in the high-grade mar¬

ket is apparent from reports that
some recent laggards among new

issues are cleaning up.

It will be recalled that the

Louisville Gas & Electric un¬

dertaking "hung fire" for a

spell last month, but cleared up

when Central Illinois Light's

$12,500,000 of new bonds were

brought out on a 2.58% basis.

The latter has been dragging
with some unsold bonds reported
around until the United Gas sale

details b ec a m e known. Soon

thereafter, it is learned, the last
of the Central Illinois bonds

moved out.

DIVIDEND NOTICES

TIDE WATER POWER

COMPANY

Dividend Notice

The Board of Directors has

declared a quarterly dividend
of 15c a share on the Common

Stock of the Company, payable
February 15, 1950 to holders
of record January 31,. 1950.

WARREN W. BELL,
January 19,1950. President.

United States Lines

Company

Common

Stock

DIVIDEND

The Board of Directors has authorized
the payment of a quarterly dividend ol
fifty cents ($.50) per share payable
March 10, 1950 to holders of Common
Stock of record February 24, 1950 who
on that date hold regularly issd'td Com¬
mon Stock ($1.00 par) of this Company

CHAS. F. BRADLEY, Secretary
One Broadway, New York 4, N.Y.

41
St

year of
consecutive

dividend payments

SOUTHERN CALIFORNIA

EDISON COMPANY

CUMULATIVE PREFERRED STOCK,

4.88% SERIES, DIVIDEND No. 9

The Board of Directors has

authorized the payment of a

dividend of 30% cents per

share on the Cumulative Pre¬

ferred Stock, 4.88% Series,

payable February 28, 1950, to
stockholders of record Febru¬

ary 5, 1950.

T. J. GAMBLE, Secretary

January 20, 1950
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Washington...
Behind-the-Scene Interpretations A

from the Nation's Capital JLM.wwAJb A. Ir IA/

BUSINESS BUZZ

toruTy-<-:

WASHINGTON, D. C.—Net ef¬
fect of the unsuccessful battle to

(restore to the Rules Committee
ifce power to pigeonhole some of
Mr. Truman's more radical pro¬

posals is that conservative Demo¬
crats and conservative Republi-
-c&ns are now farther apart than
they would have been had they
not made the fight.

When the Administration's lead¬
ers in the House successfully made
tte fight over the Rules Com-
arittee veto a fight also over the
-FEPC bill, they succeeded in
-dividing the rank and file of the
conservatives of both parties.

They were divided, because Re¬
publicans by and large see no
^benefit in standing up against a
House vote in favor of an FEPC

fcill—no advantages to themselves
as Republicans, that is.

To the Southern Democrats, on
-the other hand, this issue was

vital. An increasing number of
-conservative Southerners are

Vcrvering before the whip of
Administration patronage, posi¬
tion, and favor, and are wavering
;aiso before the pressure exerted
foy the large groups the Admin¬
istration has annexed to its politi¬
cal train.

So ' it was vital to many

^Southerners to have the excuse

tkat lliey were standing up for
their traditional social order

.against the encroachments of
the Truman Administration, to

«lave, as it were, the courage
to take the broad step of voting
io restore a general road block
wi ALL Administration radical

proposals.

Short of an almost interminable
.report on all the esoteric maneu¬

vers, promises made and broken,
sad currents and cross currents, it
mould not be possible to explain
adequately what went on in the
House Friday, and before and
after.

However, Joe Martin, the Re¬
publican leader and his assistant,
Charley Halleck, really stuck out
•fheir necks by in effect as they
C...d (regardless of what was said
for the recond) baling out the
southern conservatives on the

.FEPC thing so that the southern¬
ers could exert their maximum

strength to restore the Rules
Gommittee power.

These leaders risked a lot, and
they lost. They lost because too
araany frightened Republicans
uvere afraid to stand up to the
charge that they abetted south¬
erners to kill an 1LFC bill.

They were also afraid of the
Administration's probable attack
if tliey helped "thwart the will
<o>f the majority of Congress" by
voting to let the Rules Com-
iiaittee take certain publicly
"popular" but privately hateful
Things out of the hands of Con¬
gress.

Southern conservative leaders

also staked a great deal, because
i? they had succeeded in restoring
Rules Committee power, they
could count on all the spending
•and power of the Administration

foeing directed against their re-

nomination in Democratic dis¬

tricts.

So the situation is described as

being one in which the top con¬

servatives of both parties took

brisks "out of and beyond the call
of duty" and certainly outlof the
iiormal political pattern, in an

attempt to work out a limited
operating agreement to replace the
casual "we will vote together
when it suits our common inter¬
est" nature of the miscalled "coa¬
lition" of conservative Democrats
and Republicans.

With the failure of the thing,
there are now developing the
usual recriminations. Privately
many conservative Republicans
are calling conservative Demo¬
crats names, saying that the
Dixocrats "are just darn Demo¬
crats who in a pinch vote with
Truman," etc., etc. The re¬

criminations are greatest among
the Democrats and Republicans
who voted as their conservative
leaders urged and not as they
felt best for their personal po¬
litical fortunes.

So the immediate effect is for
less rather than more cohesion
among conservatives of both par¬
ties, to stop some of the Truman
program.

On the other hand, although the
move was a failure, it disclosed
that among the conservative lead¬
ers there is developing a dispo¬
sition to fight harder and take
greater risks to stop Truman, even
at a sacrifice of some important
measure of control over their fol¬
lowing.?.

$ * #

While this fight was lost, how¬
ever, it is not seen as an indica¬
tion by some of the older heads
that Mr. Truman means, because
he opposed the Rules thing, to
talk as loudly as he did last year
for "action" and "action now" on

his program.

Whether they are correct or

not, these observers think that
Mr. Truman intends to follow
the "speak softly" line he indi¬
cated in his annual messages.

The rich political opportunity
was such that by seemingly
joining the FEPC and Rules
Committee fights, there was

much immediate political capi¬
tal to be made. It was made,
and Mr. Truman's leadership
won a resounding victory. It
was the kind of victory which,
paradoxically, may make it pos¬
sible for the President to avoid
more concrete results in the way
of positive Congressional ap¬
proval of bits of the Truman
program.

* * *

Among m a n y Congressmen
there as a disposition to await
Mr. Truman's tax message of
Monday in the hope that the
President would "say it isn't so"

with respect to the point of view
he adopted in his Budget mes¬

sage. That point of view, as it is
understood by the relatively few
members of Congress who have
studied the Budget message care¬

fully, is this:

Mr. Truman took a firm stand

against economy. He did talk
about "cutting expenditures $900
million" as compared with the
current year, but that is strictly
a phony, being a paper cut an¬

nounced this month against a re¬

vised estimate for the current

year, which undoubtedly will be
too low, and the. new January
estimate also probably is too low,
as January estimates usually are.

The President could offer no

hope of trying to achieve a

balanced budget in the foresee¬

able future of four or five years.

,v • J;
left

"Go over and tell Peabody that HE'S not the one who's
supposed to do the complaining!"

He did in both messages pre¬

dict that certain expenditures
were going down although,
upon analysis, the outlook for
most of these classes of expen¬
ditures is for a rise rather than
a fall. Against Mr. Truman's
prediction of declining expendi¬
tures, Congressmen point out
that expenditures under exist¬
ing programs by and large are
on the increase and, in his mes¬

sages, Mr. Truman had called
for vast new programs costing
untold billions, which the Pres¬
ident will back actively when
and if Congress is willing—all
making for as much of a rise
in expenditures beyond even
the present high, as the Pres¬
ident can get.

Mr. Truman did hold out the

hope that in some few years the
government would work toward a
balanced budget by collecting
more taxes on an expandedin¬

come base. However, no one ex¬

pects the President to be satisfied
without a constantly rising vol¬
ume of Federal outlays which
would more than eat up any

margin—if there were a happy
margin—of higher revenues based
on a higher income.

So, these Congressmen observe,
all that the President has prom¬

ised is "an approach toward a

balanced budget in the next few

years." In plain language, this
means an era of deficit financing.

* * *

In the light of the prospect of
an era of unbalanced budgets, this
reporter canvassed a large num¬
ber of men of both parties as to
their private views on the pros¬

pect that Congress would achieve
economy in any substantial meas¬
ure.

About half those interviewed
asserted that with the entire

propaganda power and prestige
of the Administration directed

against economy, it would be
difficult in practice to muster
even a slender majority of stal¬
warts for economy 011 anything

much other than foreign aid.

They predicted the results would
be negligible.

On the other hand, Senator

John L. McClellan, Arkansas

Democrat, who is both one of

the ablest and most persistent

of the economizers, predicts 011

and off the record that Con¬

gress will cut $3 billion from

the President's total ol $42.4

billion of expenditures.

In between is the view that

Congress will trim appropriations

by about $2 billion, "but by cut¬

ting off $750 million to $1 billion
of excise taxes and not replacing

them with other sources of reve¬

nue, will still leave us with a
deficit of $4 billion."

•I* 4:

Senator McClellan, incidentally,
has proposed a technique which is
the first of legislative reforms that
some of the old hands are really
interested in, to promote economy.

. This is the Senator's idea of set¬
ting up a budget staff of experts
within the Appropriations set-up
of Congress.'

These experts would be assigned
to "live with" and know com¬

pletely each department or agency
to which each was assigned. Their
job would be to have a thorough
knowledge of the needs of all the
agencies for money, to know when
they really could get along with
less.

The Budget Bureau, the Sen¬
ator points out, is an agency of
the President. It holds hearings
and determines the levels of ap-

prialions to be sought from
Congress. No member of Con¬
gress ever gets in on a Budget
Bureau hearing.

Yet when the Budget Bureau
has recommended an appropri¬
ation, it becomes an advocate
for that appropriation. The in¬
formation upon which the
Budget Bureau formed a judg¬
ment is denied to Congress.

And just about 99% of alV thes*
Appropriations Committee wit¬
nesses are advocates of expendi¬
ture. No subcommittee of either
House or Senate Appropriations
Committee can possibly have even
a cursory background of any but
the smallest proportion of the
subjects discussed, by the official
departmental pleaders for money.
If McClellan has his committee

staff of experts or probers set up,
they would be able to ask in¬
numerable well-grounded and em¬

barrassing—to the bure^.usFats^^.
questions.

The Senator also would keep
this staff within the Appropri¬
ations Committees, setting up a

subcommittee of both House and

Senate Appropriations Commit¬

tees to supervise it, and back

up their prowlings around the
executive offices. —

The drawback to McClellan's

scheme is that it would do more

to achieve curtailment of expen¬

ditures than half a dozen

Hoover reports. So the Senator

can count upon Mr. Truman

opposing this plan.

(This column is intended to re¬

flect the "behind the scene" inter¬
pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.)
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