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EDIT EDITORIAL

 As We See It

The Basis of Current Uncertainties About -
, Foreign Policies

* The President has felt it necessary to interrupt
his “vacation” in Florida to send an urgent appeal
to cne of his party members in Congress on behalf
of the Administration’s plan for foreign - aid.
There are those, doubtless, who will feel that the
President over-argued his case—or as a matter
- of fact begged the question—in this “warning”
to Congress and the country. “These measures,”
he says,
a waste of the resources of the United States.
They.are, indeed, the keystone of our protection

against the destruction of another war and against’

the terrible weapons of this atomic age.” Now,
of course, if all this is literally true, there could

be no argument about what must be done atr

least in broad outline.
¢ Unfortunately for the President’s effectxveness,

however, there are those who would call into. .

question, at least in part, some of the President’s
underlying philosophy; and certainly there will

be, 3 good many who will raise their eyebrows ..

over, the claim that a half-billion dollars (or if

one is to interpret the President’s position pre-: :

vcx‘sely, any amount at all) deducted from what.

he Pres1dent s adv1sers in their wisdom have set.-

do;iwn as a “minimum” would entail the conse-
quences apparently envisaged: by the Chief Ex-

ecutive. Of course, the President’s letter'is pri-

marily a political appeal doubtless intended to
marshal public support in such a way as to force
hesitant members of Congress and the Senate
into line. ' :
- - Continued on page 38
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FEDERAL INCOME TAXES
TOWN OF

“are not acts of charity. Neither are they °

Pgnslons and Pohhcs

By DONALD R. RICHBERG *
- Former Chairman, N, R. A. Board

:Former New Deal official holds socialist guides will al-
ways lead labor unions from economic to political pro-
gram, with -socialised suicide the end of the road. Mr.
Richberg offers following. pension observations: (1) old-
age dependency cannot be solved by industrial pensions
alone; (2) single employer pensions are inadequate pro-
tection; . (3) charity should be met by self-supporting
taxation; (4) government’s present insurance premium
technique constitutes embezzlement; and (5) government -
should use pension taxes to purclnase pension insurance
from private insurance companies. :

Some thirty years ago I had aiguments with Samuel
Gompers- gver the political policies of -the American
Federation of Labor, of which he was the guiding genius.
It -seemed to me that he was unduly fearful of develop-
ing labor’s political power,. He was
definitely opposed to government
regulation of working conditions,
‘even in. the interest of the wage
earners. His lifelong attitude was
expressed in a resolution adopted in
the convention of 1914 which read:

“The American Federation of La-
bor, as in the past, again declares
that the question of -the regulation
of wages and the hours of labor
should be undertaken through trade
union activity,
subjects of laws through legislative
enactment, excepting insofar as regu-
lations affect or govern the employ-
ment’ of women and minors, health
and morals; and employment by Fed-
eral, State or municipal government.”
Gompers fought bxtterly and successfully the continu-

ing effort of partisan socialists to convert trade unionists
to their economic and political theories, Years later I

Donald R.. Richberg

*An address by Mr. Richberg: before Pension Cunfercnce, Chamber
of Commerce of the United States, Cincinnati, Ohio, March 29,
1950. Mr. Richberg is a member of the law firm of Davies, Rlchberg,
Beebe, Busick & Richardson, Washington, D. C.
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2 for this week’s participants and their selections in the CHRONICLE’S

“Security I Like Best” Forum.

. capital goods ‘expansion;

and not be made

Amencan Busmess n 195

) By EDWIN G. NOURSE*
Former Chairman, Cdlmcil of Economic Advnsers

While depicting the’ fumlamentals as strong, Dr. Nourse
cites the following factors. as “gravely dlsqmehng —
(1) the “injection” shmnlatmg current prosperity in form
of $2.8 billion G. I. insurance premmms- (2) the support -
from unprecedented incteases.in’ instalment. credit; and - |
drawmg-down of wartime savings; (3) lremendons in- 1
crease in mortgage credit; (4) vulnerzbility of supported - |
farm ' commodity mrl(el, (5) postponability of further .
and (6) national ‘sweep of " :
pension. plans. - Above all, s'resses as crucial the gov-'""
ernment’s fiscal and monetary. operations as- the crucial .. ;
' factor in our future. g

At the close of 1949 and the opening of thxs year, there
was quite a. harmonious chorus of optin:istic forecasts: }
for 1950. Now, the first quarter is closing on a:note of;-
prosperity practlcally up to the level of the forecasts.:
In spite of some drag as a result of . Bl i
strikes, it appears that we shall enter
the second quarter with: a good mo-
mentum of -activity - in' such basic~
areas as coal, steel, automobiles, and
construction and with such a will- ~
ingness to spend on the part of the
consumers that another three months .
of prosperity seem to be, “in the
bag.” While in some quaiters, notes
of caution are being sounded as to -
the second half of 1950, other fore-
casters are renewing their assurances
that ‘1950 as a whole will match the
prosperity of 1949 or even the some-. "~
what higher level of 1948, Only a
few days ago, I read in one promi-
nent business magazine: “A bust in
business—a- 1929—simply is not in”

the cards in the foreseeable future. , . . Elements of a
bust are lacking now. Business outlook is for relatively

Nourse |

" Edwin G.

‘Addresn by Edvm G. Nourse at 14th' Annual Central States
Group C Bankers ' Association of America,
Chicago, Mmh 29 1950.
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THE COMMERCIAL & FINANCIAL CHRONICLE

The Security I Like Best

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.

EDWARD. N. CARPENTER

Partner, Jesup & Lamont, N.Y. C.
Members, New York Stock Exch.

(Capital Goods ,vs. Consumers
Goods and Services)

There is no. one security I like.
best for the future. It seems to
me that the man who singles out
one issue for especial ‘praise is
guilty not so -
much of over-
valuing his
analytical
ability, but

knowledge of
more securi-
ties than it is
humanly
possible  for
him to know.
(More than
2,800 issues,
are listed on
the New York
Stock and
Curb Exchanges alone.) Further-
more, the widely accepted prin-
ciple of diversification in all port-
folios precludes the necessity for
nne to seek “a favorite security.”

The only sound basis for secur-
ity analysis is comparison. The
stock of one company should be
chosen .only after it has been
compared with numerous other
ventures in the same industry.
Therefore, the work of the ana--
lyst is given considerably more
direction when he realizes that a
study of industries per se is a
vital prerequisite to individual
security selection, In this con-
nection I am going to limit my
observations to industries—more
specitically, to two broad indus-
try classifications,

At the present time, and for
the foreseeable future, I believe
that 'the capital goods industries
on the whole do not provide-at-
tractive commitments.

During the acute depression of
the ’thirties, capital goods activity
was below normal, and the en-
suing war saw virtually all heavy
production diverted to the mili-
tary. After the war there arose
an unprecedented ‘'demand for
capital goods. Satisfying this de-
mand has understandably re-
sulted in record-breaking expan-
sion, modernization and retooling.
A good indicator of capital goods
trends is supplied by the level of
industrial construction, In Sep-
tember, 1946, this activity
reached . a peak of $171' million,
which amount was more than

Edward Carpenter

.eight : times the. 1939 monthly

average of $21 million. - Despite
ithe fact that the latter figure may
have been below various concepts
iof normality- and that the record
high of 1946 incorporated consid-
‘erably inflated construction costs,
ithe-greatest part of this upsurge
:came about as a result of deferred
.demand. Activity so generated is
.clearly cyclical and eventually
must exceed the demand. .
Since the 1946 peak,  industrial
construction has: declined in each:’

-succeeding month, with but. two

Since 1932 Specialists in

| VIRGINIA—WEST VIRGINIA'
NORTH and SOUTH
CAROLINA.

F. W.
CRAIGIE&CO.

¥ RICHMOND, VIRGINIA
Bell System Teletype: RH 83 & 84
¢ Telephone '3-9137 .

. exceptions in 1948, and in De-

cember, 1949, stood at $68 million,
a drop of some 60%.

Not all capital goods irmdustries
have established the definite
decline shown by. industrial
construction, - Other types of con-

.struction, in fact, are currently

doing far better, although these do
not-reflect  the forces underlying
the economy as accurately as does
the ‘industrial component. Ap-
proximately 40% of residential
construction is dependent upon
government support of mortgages;
public utility construction demand
stems from an industry relatively
assured of its limited return by
regulatory commissions; and pub-

lic construction is obviously car--

ried out at the behest of economic
planners to whom costs are sec-

ondary considerations.

The machine tool industry is
an example of a capital goods
industry currently enjoying a re-
covery after a’premature decline
in mid-1949. ; However, in all
segments of the capital - goods
business; war-created  backlogs
are rapidly becoming a thing of
the past.

It is more fashionable nowadays
to speak of a “correction” rather
that a depression in any. industry.
However, common sense dictates
that to remove major swings from
the cyclically inclined capital
goods industries, we must first
abolish wars, which give rise to
backlogs, followed by abnormally
high production, and finally the
inevitable recession which is apt
to permeate the entire economy.
Some economists believe that gov-
ernmental expenditures directly,
and credit policies indirectly, will
keep the economy, including the
capital goods industries, moving
at a fast rate. 'Despite its in-
creasing importance. in the na-
tion’s economy, I question ' the
ability of the government to
underwrite industrial expendi-
tures at any save an extremely
depressed level. (And this task
will not be eased by the rigid
wage- structure in these the most
highly organized of all indus-
tries.)

If the government is incapable
of supporting the boom in capital
goods, however, it does not follow
that its efforts will not be more
effective in other areas, It ap-
pears certain that in the event of
any recession government doles
will prevent a reoccurrence of

-anything approaching the per-

sonal privations of 1932.  Beyond
the realm of possible government
action in the future, the fact re-
mains - that the average income
which was approximately $1,200

in 1920, has risen to $3,500 today.

This trend is continuing,, as evi-
denced by higher wages, increased
social security, unemployment in-
surance, hospitalization and pen-
sions. In short, the; purchasing
power of the consumer. appears
to be well entrenched and on the
rise. ; :

Whether or not a continued de-
cline-in the demand: for capital
goods instigates a general reces-

sion,. I believe that capital goods . *

This Week’s
Forum Participants and
Their, Selections

Crown Zellerbach Corporation —
Joseph Andrews, Hooker & Fay,
San Francisco, Calif.

Capital Goods vs. Consumers

.. Goods and Services—Edward N,

. Carpenter, Partner, Jesup &
Lamont, New York City.

Foote Mineral Co.—Daniel Cowin,
Research Dept., Hettleman &
Co., New York City.

Massachusetts Bonding and Insur-

- ance Co.—J. Irving McDowell,
Partner, McDowell,. Dimond &
Co., Providence, R. 1.

Glidden Company — Richard V.
Wood, Investment Counsel,
Louisville, Ky.

companies have far less appeal
for 1nvestors than consumers’ non-
durable goods and services. Food
and drink processors, containers,
tobaccos, drugs, retail stores, fi-
nance companies and utilities
(among which I include airlines)
on the whole present better op-
portunities than steels, non-
ferrous metals, coal, machinery
manufacturers, farm equipment,
building supplies and railroads.
These classifications are ob-
viously very broad, and I am
well aware that there are numer-
ous .exceptions on. both sides of
the fence, not to mention impor-
tant industries I have by default
left on the fence, such as automo-
biles, oils and chemicals. Some
may disagree with the conclu-
sions I have reached. Neverthe-
less, I believe such an approach

.to the problem of security selec-

tion is more provocative, if seem-
ingly less profound, than isolated
praise for one issue.

JOSEPH ANDREWS

Hooker & Fay,
San Francisco, Calif.

(Crown Zellerbach Corporation)

The security I like best for the
future is Crown Zellerbach Cor-
poration common stock. The
primary reason for the selection
of this secur-
ity is that it
appears to be
undervalued
at its current
market price,
and the pros-
pects for an
increased divi-
dend rate and
market ap-
preciation ap-
pear very
likely. Also,
this security is
not only suit-
able for- indi-
vidual hold-
ings but also is eligible for pur-

' Joseph Andrews

.chase by trustees and.insurance

companies .
‘The corporation is as well di-

iversified in the paper industry as

any-other company whose securi-
ties are listed. The history of the
Crown Zellerbach Corporation has
shown that the management is

Continued on page 30
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Price of Full Employment
Under the Havana Charter

By EDWARD D. WILGRESS

- Citing failures of British Labor Government as destroying myth
of “full employment doctrines, author maintains that if pres-
ent trends in British economy remain unchecked, its very
skeleton will be shattered. Contends American delegates to
Havana - Conference were hoodwinked by “full employment”
slogans into accepting ITO Charter, and if Charter is approved
by Congress it means condoning events leadmg to economic
disaster. Concludes relaxing of trade controls is impossible if

“full employment” principle in Charter is carried through.

It now looks as if socialism’s
prosperity claims may be de-
bunked ~even sooner than was
thought, for the “full employ-
ment” dream
thatbuoyedup

' Britain’secon-

omyin ris-
ing. seas of

% i disasteris

sinking fast.
The govern-

.ment’s failure

to’ ‘undertake

.~ fun damental
~“structural and

fiscal reforms

Dominican Republic President Demes “Aggression" Against ., Since devalua-

tion spells out

in" Labor’s Edward D.. Wilgréss'
frustrated policies lie -thé seeds

-.of depression, .In the maladjusted

economy. the government has pro-

.. moted and maintained, unemploy=

ment.must shortly rear its head.

Thus .will the -“full- employ-
ment” myth be shattered, and'
with it, the Labor Governments
entire buef for socialist experi-
mentation.  ‘Thus will be settled,
also the verbal polemics over full
employment long the most bitter
economic debates. The resolution
of this issue will be of great mo-
ment. “Full employment,” it must

5 . never be forgotten, has been La~

bor’s paramount objective, and a
fundamental issue in the history-
making election that now marks
Britain’s swing to the right. Simi-
larly “full employment™ was: thé

8 . crucial question in the ill-fated

George Romney Predicts Rise in Auto Demand and Credit-._. 33 -
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ITO debates, where employment:
slogans—“more jobs than applica-
tions,” ‘“steadily increasing aggre-
gate demand,” and the like—hood-
winked American delegates into
accepting permanent trade re-
strictions -and eternal balance of
payments difficulties—the ruin=
ously - nationalistic commercial
code of the Havana Charter.

In brief, now that the Keynes-
ian blueprint has become re-
ality in England, it is no longer
to be judged by the dazzling lit-
erary brilliance of its author, but
by the tragically disappointing re-
results of its performance. Its
succession _of failures can: no
longer be attributed solely. to

| temporary war dislocation -and

disruption, for the myriad highly
complex - economic . situations : of
the . immediate post-war period

. are greatly simplified today. This

clarification of the economic scene
is vitally significant. For years,
the public has been hopelessly
confused by the succession of eco-
nomic woes descending upon the

world, and even more_hopelessly

baffled by the jargon of so-called

experts, who ‘could: not speak the
layman’s language.. . Indeed, this
confusion, alone, explains_ how a
Labor 'Government remained in
office despite numerous crushing
defeats and..trumpeting: failures.
It is remarkable that such a suc-
cession of economic upheavals—
the ‘fuel crisis,  the convertibility
fiasco, the repeated restrictions of
imports; the failure to achieve, or
even ‘inspire, real- European co-
operation — has been overridden
by the Labor government, Of
course in many of these instances,

.an ' elemental historical change

could partially explain catastro-

. phe; so-that the electorate was led
' to accept partial explanation for
In that ‘process, the

the* whole.
government’s” role in-deepening,
extendmg and - prolonging the

¢rises by their own immortal folly '

was-overlooked by many, and the'
few - clear - sighted, courageous
economists -who condemned the
government’s-errors were judged
reactionary, maladjusted pessi-
mists. Today their so-called
theoretical predictions are the real
and urgent problems to be met.
In fact, if the present trends in
the Bntlsh economy remain un-
checked, the’ next few months
will bring a culmination of woes
in Britain that are the inevitable
consequence of socialist - policy.
The very skeleton of the economy
will seem to fall apart under the
impact of a hopelessly burden-
some ' budget, the intolerably
tightened consumption and import
controls, the further debauching
of the pound, diminishing dollar

aid and a widening dollar gap, the. .

frustrated expedients of an un-
wieldly, harassed bureaucracy.
Gradual paralysis will overcome
the nation—even now unable to
buy the raw materials needed to
keep her industries going — and
seemingly sudden, swelling unem-
ployment will spread throughout
the country.- Nor can this next
crisis be camouflaged by the same
old excuses propounded by a
cocky, doctrinaire parliamentary
majority.

With the continuing crisis in
Britain, - the Havana Charter,
drafted by socialist governments,
will be presented to the Ameri-
can Congress for approval, If, as
the Administration - hopes, the
Charter is ratified, the United
States will have condoned the evil
series' of events culminating in
economic disaster. She will have
set back her aspirdtions towards
freer, multilateral trade by at
least 20 years. Just glance at the
Charter’s employment articles:
© Article 3 defines prosperity

Continued on page 34
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“The Growing Demand

For

Common Stocks

By ROBERT S. DRISCOLL*

Partner, Lord Abbett &

Co., Investment Managers

Mr. Driscoll maintaims important institational changes have
taken place in equity markets because of following develop-
ments: (1) growh of open-end investment companies; (2)

pension funds with inclusion

of commeon stocks; (3) rising

participation of life insurance companies in equity investment;

and (4) increasing acceptance

of “prudent man” rule by trus-

tees and legislators. After citing long-term bullish factors,
concludes current increased interest in stocks is soundly based
on: (a) premise a serious depression is unlikely; (b) wide dif-
ferential in yields on stocks versus bonds; and (c) growth in
real value of equities and their relation to market prices.

. My talk today deals with the
theory of equity investment and
‘the outlook for the equity mar-

kets, This is such a broad subject,_

‘may I hasten :
to add, that I
‘will not at-.
tempt to cover-
“it fully. I am.
not "going to
- describe * "all
the facets of-
equity invest-
ments, nor am
I going to.try ..
to make a’
forecast of
where the'
stock market
willbesix
months or a
year from
now.

Robert S. Driscoll

14 Institutional Changes

* Instead, I should like to call
your: attention -to: certain institu-
‘tional changes that are occurring
in our equity markets because it
‘seems to me these changes will
be important to our economy over
the next 20 years. Four important
developments are in prospect:
one, the growth of open-end in-
vestment companies; two, the
growth of pension funds and their
-inclusion of common - stocks .in
‘their portfolios; three, the grow-
ing interest of life insurance com-~
panies in common stocks .for in-
‘vestment; and, four, the increas-
‘ing ‘acceptance of the “prudent
Jnan” rule by trustees and legis-

*A talk by Mr. Driscoll before Gradu-,
ate School of Banking of Rutgers Uni-.

versity, at Biltmore Hotel, New York
City, March 18, 1950,
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lators. I should like to discuss the
- first two of these in some detail.

+ Open-End Investment Companies

I am on familiar ground in
' talking about the growth of open-
lend investment companies be-
{ cause I am associated with this
i industry. It has had a rapid rate
i of growth in the last 10 years. At
{ the end of 1940, open-end invest-
{ment funds had total assets of
approximately $450 million. The
total assets of this group declined
{ by ;approximately. $50 million in
{1941. But since that time, there
i has been an increase in the total
‘net assets of open-end funds in
revery year. At the end of 1949,
'total net assets were approxi-
mately . $2 billion. It is not sur-
prising that the total assets of
investment companies increased
during the early 40’s under the
influence of a wartime rising
stock market, but it is remarkable
and indicative of the future trend
that this growth should have con-
tinued in the years 1947, 1948 and
1949 when uncertainties about the
outlook existed in the minds of
investors and the securities busi-
ness generally was at a low ebb.

Further evidence of the growth
of public interest in investment
companies lies in the number of
shareholders who own stock in
these.companies. On Dec. 31, 1940,
there were approximately 300,000
shareholders. By Dec. 31, 1949,
there were approximately 850,000
shareholders. B g i,
. Referring back for a moment
to the $2 billion of total net assets
of open-end- funds, ‘you. will ob-
serve that. the average share-
holder in these funds has an -in-
vestment of slightly under $2,500.
This relatively low figure will
immediately suggest to you that
small investors are responsible for
most.of the growth. .

I think that all of you will be
primarily interested in the amount
of money which is being directed
to the investment markets through
investment companies. The open-
end investment companies, as you
know, are obligated to repurchase
on demand shares owned by
stockholders.” Thus, the net in-
crease in available funds is the
difference between the sales of
new shares and the repurchases
made during the year. :

The net increase in 1941 was
only $8 million. Large growth did
not commence until 1945 when the
net increase amounted to $182
million. In 1946, it was $226 mil-
lion, $178 million in 1947 and $146
million in 1948. The year 1949
topped all records with a net in-
crease of $278 million.

|

I am about the outlook for in-
creased purchases of investment
company shares by the publie, but
I think you will agree from these
figures that the chances are good
that over the next several years
the growth of open-end .invest-
ment companies will average $200
million to $300 million a year.

" I wish that I could give. you.an

this growth represents new money
coming. into.the. équity ‘markets.
Unfortunately, there.are.no’ reli-

igttretfor-FRASER
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able records kept.on .this -subject

You may not be as optimistic as.

accurate estimate of how. much of.

From my own exverience, how-
ever, I can tell you that a sub-
stantial portion of 'this sum does
represent new money and, in my
judgment, the percentage of the
total growth which represents new
money will increase as time
passes.

Pension Funds

Leaving investmént companies
for 3 moment, the creation of
pension funds on a broad scale is
such a new development that any
conclusion about the amount of
funds they will make available
for equity investment must be
tentative. I know that many seri-
ous students of the problem feel
strongly that equity investment
should not be included in any
pension plan. Nevertheless, the
discussions that we have had in
the last six months with people
who are responsible for setting up
pension funds lead us to believe
that many of them' will provide
for equity investment. . - ’

One can only speculate on the
percentage of pension funds' that
will be invested ' in common
stocks. I know of some banks that
are going to administer: these
funds who feel that as much as
one-third of the pension :funds
may be in. common ‘stocks. Other
plans call for the juse of much
smaller percentages; Some funds
will not use common stocks at all.
On the other hand, there are some
pension funds already in existence
which have a very large per-
centage of their- total assets in-
vested in equities.

Even though we do not have
adequate - statistics, I believe it
would be a fair guess that, on
average, 10% of the pension funds
will be invested in common stocks.
Common stock investment of this
magnitude will produce a sizable
flow of new money to the market
each year. '

The amount of money to be paid
into pension funds.each year is
subject to statistical estimate. I
think it is a fair assumption that
over the next several years most
union employees will be covered
by pension. plans. The number of
union members employed in-in-
dustry. has never been officially
estimated by the unions. Never-
theless, some research that we
have made into. this problem in-
dicates to us that .of the total
salaries and wages for 1949, which
are estimated by. the Department
of Commerce at $132 billion, ap-
proximately $50 billion was paid
to union employees, ° :

Since the .cost of most pension
funds in the initial stages is esti-
mated at 6% of wages, I think it
is fair to say that in the early
years at least $3 bjllion a year
will be paid into pension funds.
10% of this $3 billion figure is
$300 million which may be avail-
able for common stock investment
each. year. .

. I want to say again that in set-
ting up this figure we are making
no more than a rough estimate.
You may disagree with me as to
the percntage of pension funds to
be invested in equity securities and
the $300 million guess which I
have made about the size of this
annual increment. I' think, how-
ever, that no one of you will dis-
agree with the thought that a
substantial amount of new money
is going to flow into the equity
markets from this source.

At the present time, there are
approximately 12,000 pension
plans registered ‘with the In-
ternal Revenue Department. These
plans cover in excess of 4 million
people. The amount required to
be paid in each year for these
pension plans is over $1 billion,
Since there are approximately 40
million people employed in indus-
try, there can be no question but
that the amounts of money paid
into pension funds over the next
few years are-going to be sizable
and that the figures which I have
estimated .may prove to be far
_-too canservative. " . . b
-.-'The growth :in :theé assets.of

... Continued.on page 28
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Sources of Investor Information

By GEORGE F.

SHASKAN, JR.*

Partner, Shaskan & Co., Members New York Stock Exchange

In lecture to women investors, Mr. Shaskan discusses the
various tools available for appraising securities, including the
annual report, company prospectuses, Stock Exchange listing -

reports, reports of “insiders” tr

ansactions, statistical and advi-

sory services material, the trade journals, the financial maga-

zines, and brekerage house

studies. Depicis advantages,

faults, and omissions, in each medium.

We now turn to the second prin-
cipal section of our course—find-
ing and understanding sources
used in the analysis of securities.
To analyze se-
curities we
use certain
tools’ most of
which center
around or de- Y -
rive from a
corporation's
financial re-
port—its bal-
anpce . sheets
and its profit
and loss state- -

ments.. We- v :

shall, study
these in ﬁon-.._ -
siderable d e - :

tail in later. Geo F. shatkm, Jr.
lectures. - But while financial re-
ports most' frequently tell us about
what has occurred in the past or
what the present condition may
be, they sometimes can tell us lit-
tle of the future which may be
equally important or even more
important in appraising a security
correctly. Moreover, while the
figures in financial reports re-
flect many of the important fac-
tors influencing business and eco-
nomic conditions, we cannot learn
what these factors specifically are
from such figures and ‘conse-
quently must also look elsewhere
for some of the information used
in analyzing securities. Just what
other information we make use of
and where we can find this in-
formation will now occupy our
attention.

The Annual Corporation Report

The .first great repository for
information- is, as we might ex-
pect, in the reports issued by cor-
porations  themselves. Most cor-

porations issue an annual report.

which generally includes some
discussion of the important factors
relating to the corporation’s busi-
ness both past and future. Such
discussion may include considera-
tion of the general economic pic-
ture, ‘the important activities in
the industry in which the corpora-
tion partakes, and, specifically,
how these are related to the cor-
poration’s own activities and the
outlook for its own business and
earnings. The report may coin-
ment on specific steps taken by
the corporation during the past
year to improve its business and
what plans are contemplated for
the ensuing year. Some picture
will usually be given of the cor-
poration’s relationship to its em-
ployees, including the number of
emplcyees, wages, and special
employee programs such as pen-
sion ‘plans, -hospitalization, etc.
Important law suits, if any,
ogainst the corporation or on be-
half of the corporation will be
commented on. specifically as to
kow such $uits may affect the
affairs of the corporation. New
financing plans, if any, will be
cdescribed and ‘the reasons given
for such plans. Usually, an an-
nual revort will comment on the
corporation’s stockholders, their
number, average shareholdings,
and such other interesting items
as their location. occupation, ete.

All of this information is im-
portant in attempting to assess
whether the corporation.is grow=-
ing or stagnating, whether its ad-

*Transcript of part of the fourth lec-
ture of a series on “Investment Planning
f~r Women,” given under -the.au<pices of
Shaskan ; &~ Co;,  at~ the: Hotel: Barbizon,.
New York City. - The subsequent sessjons
will: s'milarlv be . published- .in the’
-“Chronicle”—Editer: . i ' - o .

ministration is enlightened,
whether it appears to be interested
in its stockholders, etc.—factors
which will reflect sooner or later
in its securities’ prices. The an-
nual report also gives us the cor-
poration’s balance sheet as of the
end of its fiscal year, and the
statement of its earnings and ex-
penses during that year. Recently,
annual reports have also included
important financial figures for
several years in the past.-

This annual report for 1949 of
.the Columbia.Gas System-is-an .
illustration of what we have just
described. It begins by listing
the- officers and directors of the
.company, and names of subsidiary
.operating companies.since Colum-
bia is a holding company. It then
briefly highlights .important fig-
ures for 1949. At greater length,
it describes the company's activi-
ties- in- 1949, including the tre-
mendous overall demand for pa-
tural gas, the company’s efforts
to discover new sources of gas,
its successful acquisition of greater
gas supplies. and its expansion.
Plans for the immediate future
are reviewed and the company
tells of 'its program to bring na-
tural gas to Baltimore, the Central
Hudson Valley and  elsewhere.
The report then shows how the
company  has reduced the total
number of employees despite
greatly increased business  but
how average wages have increased
from some $1,500 to almost $3,000
while benefits other than wages
have jumped from under $100 to
more than $300. The report com-
ments on the dismissal of a law-
suit against the company in the
corporation’s favor, the need for
additional financing to meet the
company’s -growing business, and
the -increase in the number of
stockholders in the company, who
they are and how much stock they
own. The report closes with the
financial statements for the year,
and some comparison with previ-
ous years' figures.

‘While all annual reports are by
no means as complete as this one.
this serves to show the extensive
amount of information carried in
such reports, most of which is im-
portant to an adequate analysis of
securities.

Inira-Year Reports

Most corporations listed on an
exchange also issue semi-annuak
reports and some even quarterly
reports which briefly present the
type of information given in
greater fullness in the annual re-
port. These are important because
they provide information rela-
tively more up to date so that we
can have a current appraisal of
the corporation’s activities and
standing.’ .

Prospectuses issued by corpora-
tions in connection with new fi-
nancing, as we have already seen,
are also important sources of in-
formation. Turning to the pros-‘
pectus issued in connection with
Consumers Power Co.s new fi-
nancing, we find an extended re-
port of the company’s business,
including the territory served
with electricity and gas, operating
statistics for previous " years, a
description of the corporation’s
property. and franchises, regula-
tion as a utility, .employee rela-
tions and other information with
respect. to rates bearing: on  the
company’s business -and' earnings.
The  prospectus . ‘also’ includes a
‘description of the. stock’ issued,
Continued on page 31
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Total industrial output for the nation as a whole moved info
moderately higher ground the past week as coal production rose
to more than three times the low level of the similar 1949 week.
For the week ended March 18, 1950, coal loadings amounted ‘to
191,234 cars, or an increase of 145 ,384 cars above the corresponding
period a year ago. However, a slight decrease of 744 cars was
noted below the preceding week this year.

Steel production last week reglstered full recovery from the
coal strlke with the ingot rate rising to 95.5% of capacity, the
highest since the week of April 11, 1949. Production increases
were quite general throughout the country the past week.

" High-level steelmaklng operations. are assured for second
quarter, “Steel” magazine currently states. 'Producers will enter
the period with large order backlogs, especially in-light, flat-
rolled products.. Overflow tonnage from first quarter will be
.substantial. Shipment delays will continue to be experienced.:
Increasing number of sheet sellers, oversold for the period, are
temporarily withdrawing from the market. Despite the strong'
current market position, uncertainty for business -after ‘midyear
persists. But trade authorities expect no letdown until well into
summer.

Industrial purchasers, while pressing for dellvenes of cur-
rently tight-supply products, are placing new orders cautiously,
this trade paper states, and are apprehenswe of being caught with.
large inventories. Labor developments in' the auto industry are’
being watched closely, with cutbacks in steel needs being antici-
pater in event General Motors plants are struck. To what extent
consumers’ anticipated forward requirements earlier in the year
is uncertain, the magazine adds. -January mill shipments of fin-
ished steel, it. notes, however, totaled 5,482,691 net tons, largest
since Apl‘ll last year Movement of cold rolled sheets, 711,813
tons, was largest on record.

% * #

In the automotive field output made 'further headway the
past. week, notwithstanding. the. continuing strike at Chrysler
Corp., an important segment of the car and truck industry. The
advance of course was of very modest proportions.

. On - Saturday, . last, Herman Q. Weckler, Vice-President and.

General ‘Manager of Chrysler Corp,, made a- new offer .to the
U. A. W. union to end the 8%-week strike by stating the company;
would deposit $30,000,000 now -in a' fund to back its good faith,.
ability and w1llmgness to pay pensions for: life to- its employees‘
as they retire. ;

. This sum_would be more than. sufficient to fund pensions for
life, at the time of retirement, to people who retire in the next:
flve years of a pension contract. ' If the contract is not renewed,
the remaining deposit would be used to fund, as they ,retire,,
pensions for other employees in .the order of their retirement on.
the same terms as if the contract continued. .If and as social
security benefits increase, the: deposit would -be reduced accord-:
ingly, the offer stated.

. This proposal ‘and what goes with it in improved. insurance
and ' contract provisions, Chrysler pointed out, make it all the
more senseless and inhuman for 89,000 Chrysler employees to be’
kept out of work for any issues in this strike, .

When the CIO United Auto Workers’ strike against Chrysler~
Corp. is settled, industry production totals are-likely to shoot. to,
record levels, Ward’s said. Chrysler’s plans call for daily overtime
and a six-day work week for a schedule of 42,750 cars and trucks
weekly, 25% more than the corporation turned out in its record
week in 1949, it added. '

This schedule calls for daily overtime and six-day operations,
the agency said.

£ * *

Business failures declined slightly in February, dipping 6%
to 811. While casualties exceeded the 685 which occurred in the
similar month of 1949, the rate of increase appeared to be slack-
ening. Although more concerns succumbed this February than in_
any other February since 1942, they were 100 fewer than in that
year and some 200 less than in the prewar 1940.

According to Dun’s Failure Index, which relates casualties to
the number of businesses in operation, there were 35 failures for
every 10,000 active businesses in February. This rate was slightly
above the previous February’s 30, but below the prewar rate
of 58 in 1940.

STEEL OUTPUT SET AT 96.7% OF CAPACITY—HIGHEST IN
OVER A YEAR

The first days of spring brought a swarm of buyers into steel
company offices, according to “The Iron Age,” national metal-
working weekly. They had a common objective—to wheedle
more tonnage from producers.

From all appearances, predictions made earlier this year on
the duration of strong steel demand may have been too con-
servative. Where steel producers formerly were talking terms of
a somewhat softer market after the second quarter, the thinking
now leans toward a strong third quarter, and perhaps beyond that.
Some steel people say frankly they don’t know when it’s going to
end, But the accent is on optimism—the negative thinkers are
becoming harder to find.

One of the big reasons for the optimism among steel people
this week is the apparent soundness of the market. Most con-
sumers have had little opportunity to build un heavy inventories.
This is cited as one reason why demand is less likely to take a
sudden nosedive. The upsurge in conversion deals and the entry’
of relatively small consumers into these arrangements are cited
.as evidence supportmg this belief.

As is usual in a tight market, producers are finding it easier
to talk business with consumers who had formerly done their
buying from other mills. ‘This means that when demand eases

¥ . : " Continued o npage 35,
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\ Where Are We and

Are We Gomg"

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

Dr. Slichter states we are in transition from postwar “catching-
p” period to a current-need “‘self-sustaining” economy wherein
employment and - production drift slowly - downward. - Con-

~ cludes (1) supplies, particularly of agricultural products, will
become more abundant; (2) production costs will rise;
(3) deficits -will cause: slow. hesitant price level rise; and -

(4)° mcreasmg costs. will worry businessmen  into - expandmg»_g :

- technological research.

I

, Where are .we and where are
we going? We. are making the
transition from a period of post-
war boom or a catchmg-up period
when demand
was supported
"by a large
volume of
‘'needs  that
had accumu-
lated during
the. war and
the depression
of the ’30s to
A period when
the demand
for goods de-
pends pretty
largely upon
the develop-
ment of cur-
rent need s—
to a “self-
sustaining economy.” - The peak
in the postwar boom occurred in
the latter half. of. 1948—in the
third quarter in the case of prices
and the fourth quarter in the case
of production. During the catch-

Prot, 8. H. Slichter

ing-up period, between. 1945 and .

1948, . civilian employment in-
creased nearly.6. million, or about
11%, and theé. wholesome -price
level and the price level of con-
sumer goods'each’ rose. by more
than half.' In the preceding six
years, wholesale prices rose by a
little more- than: one-third' and
prices of .consumer goods a little
less than one-third.~ (Table I.) -

‘The Slow Downward Drift’

- Since the peak in - the post-
war -boom, employment, pro-
duction, and prices :have been
slowly drifting downward. ' Be-
tween - December; 1948 and De-
cember, 1949 civilian'employment
dropped from 59.4 ‘million to 58.6
million. The index of factory out-
put; . which had - been running
around 200 in the last months of
1948, stood at 184 in December,
1949. Gross private investment
dropped from an annual rate of
$48 billion in the fourth quarter
of 1948 (the peak to an annual
rate of $35 biliion in the fourth
quarter of 1949. The index of
wholesale prices at. the end of
1949 was more than 10% below
the peak of August, 1948 and the
index of consumer prices was
down about 3.4% from the post-
war peak.

-~ Thus far the transition from
the catching-up economy to. an
economy based upon current de-
mand has proceeded rather
smoothly. Indeed, the smoothness
of the transition has been its most
important characteristic. The ad-
justment that has occurred thus
far has been brought about in the
main by shifts from the accumu-
lation of inventories to reductions

*An address by Prof. Slichter before

the Dairy Industry Supply Association,
Inc., Chicago, March 17, 1950.

TABLE 1

1939
Index of wholesale prices,
1926 =100
Index of prices of con-
sumer goods, 1935-39—=
100 -
Employment (millions) ..

771

'99.4
45.7

in inventories. Of the drop of $13

billion in the annual rate of gross
private investment between the
fourth quarter of 1948 and the
fourth quarter of 1949, $10.5 bil-
lion. represented - a shlft from the
accumulation of inventories at the

annual rate of $9 billion a year:

to a reduction in inventories at an
annual rate of $1.5 billion a year.
In other words, there was very
little  drop in' investment ex-
penditures on plant, equipment,
and housing. Personal incomes
decreased only a little more than
3%, from an annual rate of $216.6
billion in the last quarter of 1948
to $210 billion in the last quarter
of 1949, and expenditures on con-
sumer goods fell only a little more
than 1%—from an "annual rate of
$180.9 billion' in.the fourth quar-
ter of 1948 to $178 billion in the
last quarter of 1949. The transi-
tion has caused some increase in
unemployment—from 1.9 million
in December, 1948 to 3.5 million
in December, 1949.

Catch-Up Period Not Over

The period of transition from a
catching up economy to a cur-
rently-supported 'or -a- self-sus-

taining economy is not over.. Dur- .

ing the year 1949 the demand for .
goods was sustained. by -a large .
catching-up demand -for automo- .

biles and housing. Indeed, : the.
output of new automobiles and .
the number of new housmg starts .
during- 1949 broke all’ records. -

There was also a‘large amount of
public construction that repre-
sented the meeting of accumulated
demand. The pent-up demand for
automobiles and housing"is likely
to sustain the general level of
production for some months more.
When the demand for automobiles
and housing eventually - drops,

there may be a decline in the total .

demand’ for goods, Can the tran-
sition from catching-up economy
to an economy based on: current
demand be completed without
substantial drops in production
and employment? What can be
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A. Wilfred ‘May’s column

" not available this week.

- Sleinkraus lo Addreés

'N. Y. Slate Chamber

H. W. Steinkraus - James G. Blaivne?“

Herman W. Steinkraus, Presi- |
dent of the Chamber of Commerce"
of ‘the United States, will be the |
guest speaker at the monthly
meeting of the New York State ]
Chamber. of Commerce on. April |
6 at 65 Liberty Street. Mr. Stein- !

kraus-'is - Board Chairman and |

President of Bridgeport Brass Co. |
James G. Blaine, President of the !
local chamber, will preside-at the |
meeting which will -be at 12

o’clock noon. !

Estimates Hour’s Woljl('
 Boubled in Purchasing
. Power ‘Since 1914

Nauonal Industrial . Conference
Board study. shows ‘in-last three. .
decades - factory -workers- ‘wages
rose twice as much as prlces. ”'

Purchasing ' power of an hours E
work almost doubled from-1914 to §
1948, according to a study on what  }
sn hour s work would buy in 1914 |
and 1948 which has just been com= !
pleted by the National Industrial §
Conserence Board.: This, the Board |
notes, is because the average fac- |
tory worker’s wages rose twice as
much as prices. s i
Living 'standards increased’ in |
almost every area of family é€x-
penditure, the Board found, and,
as a result, “the 1948 factory
worker had to work only about }
half the number of hours that the
‘1914 worker did to pay the family §

done to assure that the transition pjjig”

will be smooth and that severe

unemployment will be avoided?
What is the short-run outlook for
the economy after the transition
to an economy based upon current
demand has been completed?
What is the long-run outlook for
the economy? What significant
long-term trends are visible?
Are basic changes occurring in the
economic institutions of the coun-
try? These are some of the ques-
tions on which my remarks will
attempt to shed a little light.

b1
Can Avoid Further Drops
1 believe that the transition
from a catching-up economy to a
self-sustaining economy can be

Continued on page 36

Dec.
1948

Dec.

1945 1948 1949 1949

105.8 165.1 1549 1624 1512

1686
586

169.3 171.4
58.7 594

1284 1712
52.8 594

The peak of wholesale prices was-in August, 1948, when the
index reached 169.8, and of the consumer prices m August and ,
\September, 1948, when this index reached 1745.

Although the 1914 wage-earner
worked over 51 hours a week,
“some other member of the family |
had to earn additional income” }
to supply the average amount of |
goods - and services. The 1948
worker had to work “only 34
hours” to supply his family with §
the higher living standard that §
was considered average in 1948
according to the study.

The Average Factory Worker, :
1914 and 1948

~In 1914, the study shows, the
average factory worker spent 51.5
hours on the job. He received 25
cents an hour and total earnings
amounted to $12.72 per week;
However, the study points out, he
required $16 per week to support
bhis family. The deficit of $3.28
per week had to be made up .
through 14 hours of work by other
members of the family in order to
make ends meet.

The average factory worker in
1948, on the other hand, spent
39.7 hours on the job and received
$1.47 an hour. His weekly pay
amounted “to $58.52 per week:
$49.52 was required to support his.
family and a surplus of. $9.per |
week remained for, savings or ims |
provement of the 1lvmg standar:i
of his family. - = - ;
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- Devaluation—Six Months After

By AUGUST MAFFRY*
Vice-President, Irving Trust Co., New York

. Reviewing devaluation effects in various categories, Mr. Maffry
finds improvement in British gold and dollar reserves has been
“due more to Marshall Plan aid and reduced imports than to

_ increased exports. Holds devaluation has had little impact on
U. S. money market or gold movements. As to foreign trade,
contends, though full effects on imports have not yet been felt,
there is some shifting of demand for foreign goods. Ascribes
recent weakness in U. S. exports to import restrictions and to -
higher prices of American goods in devalued currencies. Fore-

sees no dollar devaluation.

The devaluation of the pound
sterling and numerous other cur-
rencies is now six months behind
us. At the time of these devalua-
tions and for
several weeks
afterward,
there was
a lot of opin-
ions expressed
regarding the
effects of de-
valuation on.

United States -

-trade and on

.the trade of

‘the countries

‘which h ad

‘devalued. I

confess to

‘having con-

Aributed - m y August Maffry
-share. Now, however, six months
after the event, we can do with
Afewer opinions and more facts,

Let us, therefore, reexamine in
the light of available evidence
some of the statements regarding
the effects of devlauation which
-were current last Autumn. The
first two of these statements fall
An the field of finance, most of the
others have to do with the effects
of devaluation upon trade,

) (1) At the time of devaluation
it was generally stated that the
devaluation of sterling would ar-
rest ‘but not stop the drain on
sterling-area reserves. As mat-
ters turned .out, British holdings
of gold and dollars increased from
‘Sept, 19 until the end of the year
by nearly $350 million, and early
in 1950 Sir Stafford Cripps said
that they were still increasing.
-'.ljhe next official report on ster-
ding-area reserves is not due until
-early in April, so that we have no
means of ascertaining what has
Jappened since the first of the
ear.

48 Si_r Stafford's figures made pub-
Xic in January show that during
‘the last quarter of 1949 the dollar
deficit of the sterling area dropped
to $31 million, as compared with
.an average deficit of $500 million
-during the first three quarters of
the year. Receipts by the United
Kingdom under the Marshall Plan,
drawings on the Canadian credit
in favor of the United Kingdom,
and drawings by Australia on the
International Monetary Fund to-
. taled $294 million during the last
.quarter. Hence, reserves increased
_during this period by $263 million,
-that is, to the extent of $294 mil-
dion less the dollar deficit of $31
million. "
According to the official state-
ment, the factors involved in the
reduction in -the sterling-area
Aollar deficit in the fourth quarter
of 1949 as compared with the pre-
ceding quarters were (1) an ex-
Pansion in dollar exports from the
sterling area, (2) a decline in dol-
1ar imports into the sterling area,
and (3) delayed sterling payments
‘which had been deferred in an-
ticipation of devaluation. Informa-
tion now available from other
sources indicates that the decline
in dollar imports into ithe ster-
ling area.was the most important
-of these elements. Delayed pay-
ments of sterling were apparently
second in importance. Increased
dollar exports from the sterling
area were the least important.

* ®*An address by Mr. Maffry before the
B80th Annual Get-Together of Export

crs Club of New York, New York
City, March 21, 1950.
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. recovered since devaluation.

Again according to the official
statement, nonrecurring factors
such as the reversal of delays in
purchases and payments for ster-
ling-area goods accounted for half
of the reduction in the dollar
deficit from an average of $500
million during the first three
quarters of 1949 to practically
nothing in the fourth quarter, If
‘this was a correct guess, the
deficit of the sterling area not ac-
counted for by such nonrecurring
factors must be reckoned at $250
million per quarter or $1 billion
per annum. This is about the
amount of extraordinary financial
assistance now being received . by
the United Kingdom, chiefly in
the form of receipts under the
Marshall Plan.

Looking Ahead

Looking ahead into 1950 and
beyond, the prospect is for a re-
duction in Marshall Plan aid by
25% or more in 1950-51, another
substantial reduction in 1951-52,
and a discontinuance of aid after
June 30, 1952, The Canadian
credit to the United Kingdom is
also running out, so that the only
extraordinary existing source of
dollar funds for the sterling area
would be the International Mone-
tary Fund. On the other hand the
full effects of the cuts in dollar
imports may not appear until late
in 1950.

These factors affecting British
monetary reserves indicate that,
unless there is a significant im-
provement in the trade of the
sterling area with the dollar area,
a renewed drain upon British re-
serves must be anticipated as
Marshall Plan assistance is re-
duced. For the time being, how-
ever, the dollar deficit of the
sterling area may be approxi-
mately offset by receipts under
the Marshall Plan.

(2) A second observation gen-
erally made at the time of deval-
uation was that devaluation would
have no significant impact on the
United States money market. This
opinion has to be qualified in the
light of the facts. The movement
of funds out of the market fol-
lowing devaluation is measured
by increases in the deposits of
foreign central banks. and other
official agencies at Federal Re-
serve Banks and by sales of gold
1o foreign central banks and treus-
uries, Foreign deposits at Federal
Reserve Banks increased by $476
million from the middle of Sep-
tember 1949 to the end of the first
week of March 1950. Sales of gold
were $304 million during the same
period. Thus the movement of
foreign funds out of the market
since devaluation has been $780
million. This loss must be ac-
counted a significant market in-
fluence, although not all of it
should be attributed to devalu-
ation.

Effect on Foreign Trade

(3) I turn now to a number of
statements having to do with the
effect of devaluation upon - for-
eign trade. One of these was that
devaluation would not result in
any sharp increase in imports into
the United States.

The dollar value of imports has
It
was $623 million in January, 1950
as compared with $530 million in
September 1949, and the trend
has been steadily upward. The

Tt s ol

i

outstanding fact, however, is that

the rise in imports began before’

devaluation—in August, to be ex-

act—and was obviously related to .

the upturn in industrial produc-
tion beginning in July. A part of
the continued increase after Sep-
tember, that is, after devaluation,
represented delayed purchases
which had been postponed in ex-

pectation of the devaluation of °

sterling and other currencies,
Devaluation was preceded and
followed, therefore, by increased
imports in terms of dollar values.
1t is doubtful that devaluation has
had much to do with the move-
ment. Heavier imports of coffee
at higher prices accounted alone
for 4 fourth of the increase in
total imports between the third
and fourth quarters of 1949. Im-
ports of raw materials went up
becauseof heavier buying to meet
larger current industrial require-
ments and to fill up depleted in-
ventories. Much larger quantities
were imported at somewhat lower
effective dollar prices. With re-
spect to imported manufactures,
there  must also have been some
increase in the physical quantity
of imports but at greater reduc-
tions in effective dollar prices.
As we shall see later, the increase
in quantities imported from the
United Kingdom, a principal
source of ‘manufactured imports
among countries which ‘had de-
valued, was not sufficient to off-
set the lower dollar .prices.
" There are some domestic lines
which have apparently been af-
fected during recent months by

cheaper imports, although not in -

every case by cheaper imports at-
tributable to devaluation. In sev-
eral instances,’the imports repre-
sent a resumption of imports of
low - priced merchandise from
Japan. Among the lines which I
have seen mentioned as being
seriously affected by increased
imports,” whether related to de-
valuation or not, are lead, textiles,
fabric gloves. dinnerware, flower
bulbs, synthetic pearls, and sew-
ing-machine heads.

Effort of Devaluation on U, S,

' Imports

1t remains to be seen whether
the full effects of devaluation on
imports have been felt. Whether
they have or not depends, I think,
upon whether one is talking about
probabilities or -potentialities, In
terms of straight price competi-
tion, the decline in the effective
dollar prices of imported goods,
and hence the stimulus, if any,
of lower prices on demand for
imports, was presumably at a
maximum shortly after devalua-
tion. It will be diminished as
time goes on as a result of the
rise in costs of production in the
area of devaluation. Whether
foreign producers have yet taken
full advantage of their improved
competitive position in the Amer-
ican market is another matter and
is not susceptible of statistical
verification.

(4) Another statement regard-
ing devaluation, closely related to
the preceding one, was that de-
valuation would produce no, or,
at least, no significant, increase
in the total value of dollar ex-
ports from countries which have

devalued and would not by any.

means serve to close the dollar
gap of these countries.

If we take the United Kingdom
as our gxample, we find that
British exports in terms of ster-
ling reached a new high level in
January, which is the last month
for which figures are available,
but that dollar earnings from
British exports were not corres-
pondingly increased. Dollar ex-
ports to the United States and
Canada in January were both
higher than the average levels of
the third and fourth quarters of
1949 but still below the averages
of the first quarter. The total dol-
lar value of exports to Canada
seems to be increasing from
month.to month, but exports to
the United States have tended

Continued on page 36
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From %shingtonv
~ Ahead of the News

By CARLISLE BARGERON

To my perverse mind the most interesting phase of the Mec-
Carthy-State Department inbroglio has come to be the spectacle
of the whole United States Government and its legions of propa-
gandists and smear artists, those on its payroll and those among
the journalists, trying to down the Senator and
their seeming inability to do it. It is fascinating. .

Oh, how silly, what a small mind to become
s0 engrossed when the problems raised are so
tremendously grave. How can one be so cal-
lous when great reputations are being sacri-
ficed on the altar of a man’s political greed,
when the effectiveness of our State Depart-
ment is being nullified all over the world,
when our foreign policy is being wrecked?

I can be this way because there is nothing
basically new in the Senator’s charges; I am
yet to see the department’s effectiveness any-
where in the world, except the distribution of
American dollars, and its best friends do not
claim it has a coherent foreign policy. Nothing
-the Senator says can injure the department
among other nations more than it has in recent
years injury .itself. As an example, last year
several of our diplomats abroad were perfectly willing to feed"
stories to the visiting American correspondents on the conduct of
touring Senators and Congressmen, about how their debaucheries
embarrassed them and put us in a bad light before the foreigners.
But - after the frank discussion about the homosexuals in the
department developed, Bob Ruark, the roving Scripps-Howard col-
umnist, decided to write of an experience he had had a year ago
while enroute to Africa. On the boat were several State Depart-
ment men going to African posts. One, according to Ruark, was
an alcoholic, two were flagrant homosexuals and they were the
laughing stock of the Arabs and Egyptians on the boat. One of the
homosexuals kept crying at the bar over how he would miss his

boy friend back in the States.

Every informed person in town knows that the unwieldy State
Department is a hotbed of intrigue and is stewing in a cauldron of
intellectualism, so highly developed, that it has no relation to
reality or facts. An utterly unrealistic premise is evolved in fev-
ered minds and other fevered minds take it as a proven fact and
intrigue around it. Outside.this near insane atmosphere, gossip
columnists who become indignant at Senator McCarthy’s charges
of disloyalty, know there are disloyal personnel who slip them
secrets calculated to belittle their superior or to break up the
designs of a'rival group, angd these columnists play the game. !

Chiefly underlying the department’s high indignation against
McCarthy is, as an example of intrigue, its plan to recognize Com-
munist China. Britain wants to do it, so does our government.
An effort to head this recognition off is what the Republicans are
mainly trying to do in their general attacks on Secretary Acheson.
McCarthy’s charges are unquestionably delaying that move. When
it comes, then our “foreign policy” which former Secretary of State
Stimson and Senator Vandenberg are so solicitous about, will pre=
iu.nably be to “contain Communism” in Europe but embrace it in

sia.

No, T don’t look for the department to be improved until a
Republican Administration comes in and cleans it out from top to
bottom. We would be amazed at how the international tensions
would be relieved. To put it mildly, there would be more realistic
or common sense thinking than the high intellectual and wholly
factless thinking which we now have.

The outcome of McCarthy’s charges, one way or the other,
isn't going to change things. The best thing to do then is to look
upon the fracas as a sports event, the U. S. Government and its
propaganda legions, versus this one man. Will they get him down,
or not? They are saying around here that if he just pins one per-
son down out of all the security risk cases he has presented, he
wins, I

The seemingly hysterical efforts of his opposition is to prevent
his'doing this. It is downright fun to study the moves of the ad-
versaries. The opening gun of the government propagandists was
to smear McCarthy unmercifully. He was said to have gone to
a Catholic clergyman and asked what he could best do to get
reelected, and to have been advised that the Communist issue
was a hot one. It develops that he doesn’t have to be worried .
about reelection until 1952,

But regardless of the smears and the wails of anguish and
indignation of those whose names were mentioned as security
risks,. McCarthy has kept pounding away, demanding that the
Senate committee be permitted to look at the loyalty files of the
department and the FBI. The impression of the unbiased ob-
servers here is that in this he has the Administration on the run,
that he has particularly embarrassed - Senators Tydings and
McMahon, Democrats on the investigating committee, who are up
for reelection this year. Their mail is crowded with demands that
there be no whitewash.

So far we have the situation of the Senator making accusa-
tions and those accu:sed simply denying them. The refusal to turn
up the loyalty files is realized by the Administration to be full of
political dynamite. So it called on J. Edgar Hoover in an effort
to be bailed out. Hoover testified that to let anyone look at these "
files was out of the question. Hogwash! Let a business man
come down here before an investigating committee, the first thing
they do is to get his income tax return and dangle it before him
by way of intimidation.

But if the committee thought Hoover’s attitude would squelch
McCarthy they were mistaken. He came back with another fusil-
lade on information furnished him by State Department employees

and paradoxically enough, on the quiet, by the FBI. He is the
toughest nut the Administration has had to deal with in a lon
time. )

Carlisle Bargeron
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"So-Called Welfare Stale

"By ROY L. REIERSON* -

Vice-President, Bankers Trust Company, New York City

After reviewing economic phases of the postwar economy along -
with government policies in relation to business and banking,
Mr. Reierson finds there are potent inflationary pressures caused

by - national - budgetary ' deficits; -price support programs, and
easy credit policy. Looks for these forces to prevail and pre-
dicts decline in dollar purchasing power over period of years.
Says steady expansion of government lending poses real prob-
lem for bankers since it involves politicalization of credit and
more highly competitive banking. . Points out, despite its “wel- .

fare state” policy, government

Current-day appraisals of
trends in business and banking

 ‘must reckon with two factors of

cardinal importance, neither of
which was
significant a

ago. The first
of these is an
international
situation of
unparalleled
complexity
and confusion.
The second is
a greatly ex-
panded and
broadened in-
terest on the
partofthe
Federal
‘Government
in - economic
conditions. Together these two
factors will have incisive bearing
on the future course of business
and banking in this country.

Roy L. Reierson

The International Situation

The impact of international af-
fairs. on the economy is readily
apparent. Our economy shows that
we are in a state of troubled peace
in which our preparedness pro-
gram dominates the scene. The
cold war has inflated Federal ex-
penditures and has complicated
our budget situation. To speculate
about future developments, how-
ever, is a futile task. The Ameri-
can public does not possess the
basic information required for an
independent appraisal of the in-
ternational political situation. In
addition, developments in the in-
ternational sphere are largely be-
yond determination by the United
States.

A reasonable working assump-
tion for looking ahead seems to
be that international conditions
will neither deteriorate into a
large scale shooting war, nor im-
prove to the extent of permitting
a world-wide return to a normal
and peaceful way of 'life. This
portends high levels of govern-
ment spending for defense and
foreign aid, close to current rates,
for some time to come. However,
this would not constitute a guar-
antee against a decline in the ag-
gregate level of economic activity.

While this assumption of no
great change in the international
situation seems reasonable for the
immediate future, it is admittedly
not realistic over the longer term.
Within the next decade or two we
shall probably see the issue re-
solved in the directign either of
peace or war. Peace would make
possible substantial tax reductions
which could provide a major
stimulus to the economy. If peace
should come suddenly, however,
it might give rise to reconversion
problems for dertain industries
and localities which could lead to
some temporary deterioration in
the aggregate level of business
activity. The alternative, another
war, would mean the complete
regimentation of every major
segment of our economic life. The
changes in our economic institu-
tions would be so fundamental as

*An address by Mr. Reierson at the
Thirteenth Annual Reunion and Confer-
ence of the Graduate School of Banking,
New York City, March 18, 1950.
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cannot abolish business cycle.

to require reappraisal of our en-
tire political and economic future.

Government Action and Business
Activity

The second major new factor,
government intervention in gen-
eral economic affairs, is somewhat
more predictable, but its impact
is much more difficult to appraise.
The proponents of an ever-widen-
ing participation by government
in our economic life cite the busi-
ness record of the past year as
convincing proof of the efficacy
of government planning and in-
tervention. The critics contend
that the record might have been
even better without government
intervention. As is frequently the
case, there are some elements of
truth in both positions: in some
respects, government action was
probably helpful on balance,
while in others, it certainly had
a retarding effect. A brief survey
of our major postwar business
developments will perhaps clarify
this question and also indicate
how government policies affect
the outlook for the future,

Postwar Business Developments
—The American economy is in the
third phase of its postwar de-
velopment. The first phase, which
began with the end of the war
and terminated sometime in the
second-half of 1948, was a period
of reconversion, - shortages and
rising prices. Large accumulated
demands, for most major com-
modities were fed by a war-in-
flated money-supply, greatly
increased public holdings of
government securities, and ‘sub-
stantial holdings of dollars by
many foreign countries. The in-
evitable result, in the face of lim-
ited production' of many - com-
modities, was a rapid increase in
prices.

The second phase of our post-
war business history began in the
latter part of 1948 and continued
into the second half of 1949. Wiih
the gradual rise in production
and - the. satisfaction of more
urgent wants, the supply-demand
position shifted in many com-
modities. Also, high Government
revenues led to large Treasury
surpluses. As a result, inflation-
ary pressures subsided and jwere
followed by modest price and in-
ventory adjustments.. Industrial
production declined fairly sharply,
but most of the aggregate dollar
measures of economic activity re-
mained near peak levels, as did
the physical volume of goods pur-
chased by consumers. Prices soft-
ened, but significant price correc-
tions were limited ‘to agricultural
commodities and a few basic raw
materials. There was a conspicu-
ous absence of credit crises or lig-
uidation or price collapse, and
money rates remained low.

The third phase of our postwar
experience began shortly after the
middle of 1949. The upturn in
business activity was sparked by
several factors. For one, it be-
came necessary to restock busi-
ness inventories, which had been
drawn down by continued con-
sumer buying in the face of re-
duced business orders. At the
same time, there was a resurgence
m building and construction, ‘and
in many consumer durable "lines

closely associated with residen-

-"tial building. Continued strength

in automobiles was a further fea—

ture

Desplte all this, aggregate pro-
duction in the economy has not
returned to' the peak- levels- of
1948, although admittedly strikes

“in basxc industries have been im-

portant limiting factors-in “recent
months, - Employment - has been
maintainied at high levels, but hew

employment opportunities are hot .

developing as fast as the growth
in the labor supply and, as a re-
sulf, unemployment has increased.
With business brisk, commodity
prices have firmed

in recent’
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months, and consumer’ ¢redit and
real  estate mortgage ; debt are
reaching successive .peaks. The
rapid disbursement of the divi-
dend on the National Service Life
Insurance has helped to hold re-

tail trade at dollar levels not fa
‘Continued on page 32

New lssus

The PeOp|e of Puerto Rico

40/0!

Dated Januﬁry 1, 1950

Subject to redemption, at the option of the Treasurer of Puerto Rico, either in whole on July 1, 1955
or any dote thereafter, or in part in inverse numerical order on July I, 1955 or any interest
payment date thereaftér, at 102 if redeemed on or prior to July 1, 1960, at 101 if redeemed

thereafter but on or prior'fo July .1, 1965, and without premium if redeemed thereafter.

Principal’and semi-annual interest (July 1 and January 1) payable at the principal office of
The Chase National Bank of the City of New York or, at the option of the holder, at
the office of the Government Development Bank for Puerto Rico, San Juan,
P. R. Coupon bonds in denomination of $1,000, registerable as
to principal only or as to both principal and interest.

In the opinion of counsel, these Bonds and the income therefrom are exempt from
taxation by the Government of the United States, or by the government of
Puerto Rico or of any political or municipal subdivision thereof, or by
any State, Territory, or possession, or by any county, municipality,
or other munictpal subdivision of any State, Territory, or pos-
sesston of the United States, or by the District of Columbia

Acceptable at par as security for Public Deposits, eligible to secure deposils of
Postal Savings Funds, and eligible at par as security for
insurance company deposits in Puerto Rico

3

These Public Improvement Bonds, to be issued under authority of Acts of the
Congress of the United States and of the Legislature of Puerto Rico, in the opinion
of counsel will eonstitute valid general obligations of The People of Puerto Rico,
and the good faith and taxing power of The People of Puerto Rieo will be irrev-
ocably pledged to the payment of the prinecipal of and interest on these Bonds.

AMOUNTS, COUPON RATES, MATURITIES AND YIELDS OR PRICE

Aot katé D
© $800,000 4%, 195l
800,000 4 1952
800,000 4 1953
850,000 4 1954
850,000 4 1955
850,000 2 1956
900000 2 1957
900,000 2 1958
900,000 2 1959
950,000 1% 1960

The above Bonds are offered when, as and if issued and received by us, and
subject to prior sale and approval of legality by the Attorney General of
Puerto Rico and Messrs. Mitchell and Pershing, Attorneys, New York, N. Y.

- $18,000,000

(Insular Possession of the United States)

255 o.ndv |,3/4% Public Improvement Bonds

1

Yield to Price or Yield
Maturity Amount Ro}e _D_l.!_e_ to Mafurlfx
.80%, $950,000 13,% 1961 @ 100
.90 950,000 13, 1962  1.859%,
1.00 1,000,000 13, 1963 190
.10 1,000,000 13, 1964 195 '
:g‘s’ 1,000,000 13, 1965 2.00
|45 1,100,000 13, 1966 - 2.05
1’55 1,100,000 13, 1967 2.05 .
160 1,100,000 13, 1968 2.10
.65 1,200,000 13, 1969 2.10

(Accrued interest to be added)

The Chase National Bank Halsey, Stuart & Co. Inc.

Goldman, Sachs & Co. Bear, Stearns & Co.
Banco Creditgny. 'éllerro Ponceno Blair, ‘ﬁg!!i?'fd& Co.
Sfrbud‘&gzzpany Fldelny Umor:‘l':rst Compony
The Ohio Company Hayden, Miller & Co.
Detmer & Co. Paul H. Davis & Co.

Breed & Harrison, Inc.

« New York, March 29, 1950.

Paul Frederick & Company

. Kebbon, McCormick & Co.
Whiting, Weeks & Stubbs Martin, Burns & Corbett, Inc. William R. Staats Co.

Due July 1, 1951-69, incl.

-

Kidder, Peabody & Co.
Phelps, Fenn & Co.
R.W. Pressprich & Co.
Ira Haupt & Co.

Blunt Ellis & Simmons

Pohl & Company, Inc.
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- The Current Utility Scene

By COMMISSIONER

DONALD C. COOK*

Securities and Exc‘hznge ‘Commission -

- Commissioner Cook lists -companies, with -$6-$7 billion of
assets, still subject to Holding Company Act after completion of
integration proceedings. Expects broader investment in indus-
try’s common stocks. For proper capital financing, he disap-
proves of toe great reliance on retained earnings, and advocates
liberal dividends. Urges “as-you-go-pelicy” instead of betting-
on-the-stock market in the timing of stock financing. Endorses

competitive bidding.

As all of us know, the electric
utility industry was first subjected
to intensive Federal regulation
about 15 years ago, largely be-

cause tnis bas-
ic industry
had been se~
verely victim-
ized by the
“high and
low- finance
of the ’20s.The
nLumerous
bankruptcies
and preferred
stock arrear-
a g es amoag
bot., electric
operating
companies
¢ anau holding

Donald C. Cook coiupanies
in the ’30s were primarily, if not
exclusively, allributavse 0 these
{financial praciices, ior the oper-
ating electric utlity induswry
showed remarkable stability in
the great epression. 1 L.k it is
easy to prove this statement. Kilo-
watt hours generated declived

only 15% from 1929 to 1932, waile

in the same period, for example,
the Federal Reserve bo..u.in ex
of industr.al production fell 47.3%.
We know, too, tuat the net oper-
aling income of priva.e utuity
companies, before depreciation
and taxes was greater in every
year during the ’30s than it was
in 1928—a year which itself was
better than previous years. The
industry’s gross income was ac-
tually higher in 1932 than it was
in 1928. The utility induslry was
toé important to the nation’s”
economy fo permit it to remain
ensnared in the tangled web of
frenzied finance. The Holding
«Company Act, one of the great
and enduring New Deal reforms,

‘was soon forthcoming, The ‘statue,

drafted in the finest traditions of
New England conservatism, was -

bitterly fought by interests stand- -

ing for radical finance. Oddly

enough, the Act, which demon- .
strably was a bulwark of our sys- -

tem of free . enterprise, was
branded as the handiwork of

wild-eyed and impractical Wash-. .

ington visionaries, or—and even
worse—college professors! But

that was before the 'prolessors

built the Bomb.

Two Major Surgical Onerations

Primarily, the Holding Com-

pany Act was inlended to perform
two major surgical operations
upon the utility industry: First,
to break up the non-integrated
hold'ng company systems and to
create an industry pattern of (a)
operating companies returned to
local control or (b) regional in-
tegrated holding company sys-
tems most of which, because of
their interstate rature, would re-
main subject to the Holding Com-
pany Act; and second, crastically
to simplify corporate structures
by eliminating pyramided holding
companies, trick securities, and
excessive leverage. As you know,
the ideal in thic I=tter resnect was
a simple, understandable and
well-balanced ecapital structure
which would inspire investor con-
fidence and permit public utilities
to attract, on economical terms,
the vast sums of new capital
needed by them to finance their
uninterrupted growth.

In a relativel* short time, as

#An address of €ommissioner Caok
hefore N. Y. Society of Security Analysts,

New York, March 29, 1930.

joitized for FRASER
to://fraser.stlouisfed.org/

these things go, remarkable re-
sults have been achieved. The
prophets of confiscation and ruin
were confounded as one holding
company system after anotner
emerged from the integration and
corporate simplification process
with demonstrable benefits to in-
vestors and consumers. Finally
confidence was restored to a point
where corporate managers were
investing in their own securities.
Let me quote some late figures as
to the extent of the progress made.
From Dec. 31, 1935 to Dec. 31,
1949, 696 companies with assets of
+9,106,000,000 have been reinoved
from the jurisdiction of the Act
through divestment. For the most
part, these were properties and
securities of companies found by

the Commission to be non-retain-

zble by holding company systems.
Some of the properties divested
were sold to neighboring utilities
who integrated them with their
own operations. In addition to the
figures just cited, 250 companies
with assets of $5,470,000,000 have
been divested by holding com-
panies but remain subject to' the
Act by reason of their. relation-
ship to another registered holding
company.

Systems Continuing Under
Commission

While- it is too early to deter-
mine "precisely whici companies
or systems will remain subject to
the Commission’s -jurisdiction. it
is estimated that some $6 -or $7
billion of assets (including elec-
tric, gas, and retainable non-
utility assets) may remain sub-
ject to the Act after integration
proceedings have been completed.
Present ‘- indications are that the
following systems, among others,
are likely to continue under the
Act:

American Gas & Electric Co.

American Natural Gas Co.

.Allegheny Gas Co.

" Central & Southwest Corp.
Columbia Gas System, Inc.

. Consolidated Natural Gas Ce.

'+ DPelaware Power & Light Co.
Derby Gas & Electric Corp.
Interstate Power Co.

Middle South Utilities, Inc.

- *National Fuel Gas Co.

New England Electric System.-
Northern States Power Co.
Ohio Edison Co.

Philadelphia Electric Power Co.
The Southern Co. )

Union Electric Co. of Missouri.
Utah Power & Light Co.

West Penn Electric Co.
Wisconsin Electric Power Co.

Comparable results have been
achieved under the corporate
simplification section. As you
know, many unnecessary holding
companies and other useless but
expensive corporate entities have
been .eliminated. and the pyra-
mided holding company system is
becoming as archaic as the Pyra-
mids of Egypt.

Financial Health Tremendously
Improved

Practically all pertinent ratios
reflect the tremendously improved
financial health of this industry
since 1935. More than $1,300,000,-
000 of sheer wind, or, as it is
sometimes referred to, “balloon
juice,” has been eliminated from
utility- property accounts. Ratios
of depreciation and' amortization
reserves to gross property went
up from 10.8% in 1937 to 21.7%
at the end of 1948. Coverages of

all fixed charges and preferred

dividends went up from 1.9 times:
to 2.7 times,  While total debtand
preferred stock have increased
about 10.3% since 1937 -to Dec.

. 31; 1948, generating capacity of

privately owned utilities has in-
creased by 42% and generation is
up by-107%. Of course, much of
this progress must be ascribed to
better economic conditions. But I
have seen too many of these im-
provements emerge from confer-
ences at the Commission not to
ascribe some ‘of ‘the accomplish-
ments to the operation of the
Holding Company Act. The clean-
ing up of the industry’s accounts
and the corporate simplification
which has taken place are, of
course, of major importance to
you in your day-to-day work as
securities analysts, and I want to
say more about that later.

Old-Time Tycoon Gone

There has been another de-
velopment in. this industry which
I want to mention. The capital
structures and complicated cor-
porate systems which flourished
in the "20s reflected, in part, the
type of men who then dominated
this industry. Today, the utility
tycoon, with his unresponsiveness
to investor'and consumer needs,
is gone—or almost gone. In his
place a new generation of utility
executives has grown up. The new
generation executives recognize
the social responsibility of nian-
agement. In varying degrees, they:
tend to be aware that they stand
in a sort of trustee relationship
to their investors, consumers, and
the areas they serve. These men
also fend to feel obliged to con-
sider the interests of the public
in every important decision ‘they
make. To the extent that the
management of ‘any particular
company contains such men—and
many managements do—it has an
intangible asset of substantial
importance. ’

Under the “old regime,” by and
large, financial policy for most of
the nation’s operating companies,
whether ‘they were located in
Maine or California,” was deter-
mined by a small group of hold-
ing company executives and their
affiliated investment bankers in
New York City or‘ Chicago. In-
vestment banking business of in-.
dividual - utility companies tended
to be monopolized by a traditional

-banker. - Competitive bidding was

then a theory—not a reality. The’
break-up‘ of -centralized control
over utilities has given operating
management -the opportunity of

" doing its own: planning and 'of

hiring 'bavnking, servicing | and
other technical assistance. of ils’
own choosing. according to. its
needs and the requirements of its
area. £ :

Competitive Bidding

I am - not here to talk about
competitive bidaing, waich was
aesigned, in part, to overcome the
influence of trauitional relaiion-
ships between banking houses and
public utility companies, and its
consequent deleterious effects on
financing. But whatever else may
be said about it, competitive bid-
ding has divers.fied .tne manage-
ment of: security offerings. 'I'ne
Commission’s Fifteentn Annual
Report to Congress for the riscal
year ending June 30, 1949 con-
tains a table covering 24 com-
panies whose securities have been
marketed at competitive bidding
on at least four occasions during
the last five years. The table
shows 'the number. of managing
underwriters who have been suc-
cessful in purchasing the securi-
ties of these companies. In only
one instance was a single man-
ager able to win all securities of-
fered by a particular  company
over this five-year period. This
manager had not been that com-
pany’s traditional banker, and a
number of other bids were sub-
mitted for each of the issues of-
fered. In only one other instance
of the 24 companies studied was
any manager successful in pur-
chasing as many as half of the

Continued on page 41
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' Dealer-Broker Investment
Recommendations and Literature

It is understood that. the firms mentioned will be pleased
to send interested parties the following literature:

Canadian Bond Quotations —
Bulletin—A. E. Ames & Co., Inc.,
2. Wall Street, New York 5, N. Y.

Chartcraft Methed of Point and
Figure Trading — William-Fred-
erick Press, 313 West 35th Street,
New York 1, N. Y.—$2.00

Over-the-Counter Index—Book-
let showing an' up-to-date com-
parison between the thirty listed
industrial stocks used in the Dow-
Jones Averages and the thirty-
five over-the-counter industrial
stocks used in the National Quo-
tation Bureau Averages, both as
to yield and market performance
over an eleven-year period—Na-
tional Quotation Bureau, Inc., 46
Front Street, New York 4, N. Y.

Puts and Calls—Booklet—Filer,
Schmidt & Co., 30 Pine Street,
New York 5, N. Y.

Railroad - Margins .of Safety—
Analysis' as a test of quality—
Smith, Barney & Co., 14 Wall
Street, New York 5, N.Y,

Television—A second look at the
industry with particular reference
to Motorola, Inc., and Zenith Ra-
dio Corp.—Eastman, Dillon & Co.,
15 Broad Street, New York 5, N.'Y.

Utility. Stock Analyzer — Tabu-
lation of utility stocks as of April,
1950—Geyer & Co., Inc.; 63 Wall
Street, New York 5, N.Y.

Aerevox Corp. — Circular —
George D. B, Bonbright. &..Co.,
Powers Building, Rochester 14,
New York.

Amerex- Holding Corp.—Report
—New York Hanseatic Corp., 120
Broadway, New York 5, N. Y.

American Mercury Insurance Co., -
—Report—Peter P..McDermott & -
Co., 44 Wall Street, New York5, :

New York.

Avon - Allied - Products, Inc.—
Summary and analysis—Hill Rich-
ards & -Co.,, 621 South Spring
Street, Los Angeles 14, Calif.

Bankers: Trust. Co. — Circular —
First Boston Corp., 100 Broadway,
New York 5, N.'Y. »

Columbia Gas System—Analysis

. ~—Newburger -& Co., 1342 Walnut

Street, Philadelphia 7, Pa.

Walt Disney Productions—Anal-
ysis—Batkin & Co., 30 Broad
Street, New York 4, N. Y,

Douglas & Lomason Company-;-,

Current Bulletin — Aetna Securi-
ties Corporation, 111 Broadway,
New York 6, N. Y.

Federal Bake Shops, Inc.—Re-
port—Cohu & Co., 1 Wall Street,
New York 5, N.Y. Also available
are analyses on Foremost Dairies,
Inc.,, Landis Machine Company
and Winn & Lovett Grocery Co.

Hugoton Production Company—
Report—G. ‘A, Saxton-& Co., Inc.,
70 Pine Street, New' York 5, N. Y.

Also available are brief data on
Black Hills Power & Light Co.,
Iowa ~Southern Utilities Co.,
Northern Indiana Public Service
Co., and ' Southwestern Public
Service Co.

McDonnell Aircraft—Memoran-
dum—du Pont,-Homsey & Co., 31
Milk Street, Boston 9, Mass.

Also available is a brief memo-.

randum on Hoffman Radie. ..

Manufacturers Trust Co.—Anal-
ysis—Laird, Bissell & Meeds. 120
Broadway, New York 5, N. Y.

Meviran Railwave — Analysis—
Zippin & Co., 208 South La Salle
Street, Chicago 4, 1l

New England Public Service
Co.—Booklet available for insti-
tutions and dealers—Ira Haupt &
Co., 111 Broadway, New York 6,
N. Y.

Northern Pacific Railway Co.—
Analysis—H. Hentz & Co., 60 Bea-
ver Street, New York 4, N. Y,

Northwest Airlines, Inc. — Spe-
cial review—John H. Lewis & Co.,
63 Wall Street, New York 5, N.Y.

Pacific Petroleums, Ltd.—Anal-
ysis—Walston, Hoffman & Good-
win, 265 Montgomery Street, San
Francisco 4, Calif. ’

Reading Co.—Complete study—
write to John McLaughlin, Mc-
Laughlin, Reuss & Co., 1 Wall
Street, New York 5, N.Y.

Also available are detailed anal-
yses of Missouri-Pacific general 4s
of 1975 vs. Missouri Pacific 51%s of
1949; Southern Pacific Convertible
debenture 3s of 1950; a rebuttal to
the Senators on the Missouri Paci-
fic Reorganization Plan; and a
study of Allen Industries, Ine.

Republic Natural Gas— Memo*
randum—Goodbody & Co., 115
Broadway, New York 6, N. Y._

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

* Also available is a brief review
of the Cement Industry.

Rudolph. : Wurlitzer — Revised
analysis — Raymond & Co., 148
State Street, Boston 9, Mass. k

A. G. Becker Group
- Market Com. Stock
- 0f Gook Coffee Go.

Public offering of 101,250

.shares of ‘common “stock of Cook

Coffee Co. at $13 per share was
made on March 28 by an under-
writing group managed jointly by
A. G. Becker & Co. Inc. and Mer-
rill, Turben & Co. The offering
represents the first public distri-
bution of the company’s stock, but
no financing on the part of the
company itself, the stock involved
in the offering coming from the
holdings of various stockholders.

The company operates through
subsidiaries more than 760 retail
grocery “wagon routes” in vari-
ous parts of the country. Operat-
ing company headquarters are in
Cleveland. The business was
established in 1921 and has oper-
ated profitably in every year
since that time. Sales last year
amounted to more than $18 mil-
lion, with net income of $817,499,
equivalent to $2.02 per share on
the 405,000 shares of common
stock outstanding. There is no
other class of securities: The
company has indicated its inten-
tion to declare a-dividend of 25
cents per share, payable about

.June 15, and to consider payments

at qu'ﬁi’terly intervals -thereafter.
On the $1 annual basis thus indi-
cated the yield at the offering
price is 7.69%. -
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. LETTER TO THE EDITOR:

THE COMMERCIAL &  FINANCIAL CHRONICLE

Takes Issue Wuh Views
Expressed By Heilperin on ITO

William L. Batt, Chairman of Committee for the International

Trade Organization, says attack on ITO.is dominated by theo-

retical considerations, with. almost no regard for realities that
- surround it.

Editor, The Commercial and
Financial Chronicle:

In your Feb. 9 issue vou reprint
the latest attack on the Havana
Charter by Michael A. Heilperin.
I have had the pleasure of debat-
ing this ques-
tion with Mr.
Heilperin and
I have the ut-
moest  respect
for his grasp -
of economic
theory. How-
ever, I think
it is unfortu-
nate that Mr.
Hellperm has
permitted
his thinking :
to become ‘so
thoroughly
dominated
by theory
that he can
examine an issue as important as
tke Charter with almost no regard
for the realities that surround it.

Mr, Heilperin readily admits
this, from which one may assume
that he regards his criticisms of
the. Havana Charter with appro-
priate scepticism.

“The charter of a ‘good’ ITO
would prohibit the use of import
quotas, exchange controls, sub-
sidies of all kinds, and all dis-
criminatory trade practices. It
would declare it a duty of every
government so to conduct its
country’s domestic economic. af-
fairs as to make it possible for
that country to remain economi-
cally solvent without the.use- of
restrictive and discriminatory
commercial and monetary poli-
cies.” (Italics added.)

_Mr. Heilperin ‘readily admits!
“that the kind of ITO- that- the.
United States might properly :join,
would find in the world of today
very few adherents Aside from
the -faet that it -is ‘highly doubtful
that--the United :States Congress.
would approve a charter that’ did-
not nermit the use of some quotas,
subsidies . and “certain . discrimi-~
natory trade practices (such as ex-
port. controls for security reasons),
one-cannot but wonder what use
an . international ~.trade . charter
would - be—however. . “right” -or
sound it were theoretically—if ‘it-
had no  adherents.. .. The present:
charter represents a- preliminary
agreement among-54 nations,-and .
as Michael ‘L. Hoffman pointed”
out (N. Y. “Times,” Feb. 2, 1950), -

. W. L. Batt

the General Agreement on Tariffs . -
and Trade has demonstrated “that. -

even incomplete adherence to-the:
prmcxples of a.common trade pol-
icy is infinitely better than having -
no agreement at all.” .
- Mr. Heilperin’s theoretical world
is, apparently, devoid of political -
problems, for at -no point does-

his - article -reflect that there is,
any relatlonshxp at -all between -

economic realities and the day-to-
day political forces which have to -

be dealt with both in terms of -

domestic legislation and interna-
tional action,

It is encouraging that this in-

tellectually stimulating, but rela-
tively unrealistic approach does
not dominate .the. thinking of
those responsible for  national
foreign policy—or those segments
of business which have given:
careful consideration to the many-

political .and .economic :facts- vi- '
tally -affecting Ameriean interests .

today. “Business-Week” magazine,
which is uniquely aware of the

interests . of . American . business, -

bitized for FRASER
p://fraser.stlouisfed.org/

states editoriglly in its Feb. 23
issue:

“In spite of all its weaknesses,
we  think ti-at the charter can
help knock down the trade bar-
riers between nations—and so, in
the end, benefit American busi-
ness . . . the United States may
lose its leadership in interna-
tional trade affairs if it rejects
the charter. We ‘proposed the
idea. We have supplied much of
the effort behind it. - Our ap-
proval of the charter would give
confidence to the countries that
now fear the U. S. may return to
economic isolationism. Our ap- .
proval in itself would strengthen
the drive for freer world trade.

. And it would give us a founda-
* tion -on’ which ~we could -con-

tinue to promote free trade.

- Recognizing 'afl the weaknesses,

we believe ITO must be given its

- chance.”

1 feel sure that when the
charter comes before Congress
within a month or so, the weight
of evidence in support of ‘the ITO
will . effectively refute the theo-
retical approach to foreign eco-
nomic policy represented by Mr.
Heilperin’s article.

Sincerly yours,

(Signed) WILLIAM L. BATT.
March 10, 1950.

Committee for the .International

Trade Organization,

816 21st Street, Northwest,
Washington 6, D, C.

“ Busine.‘ss'
Man’s
Bookshelf

Careers for Specialized Secre-
taries—Juvenal L. Angel, Latin
American Institute Press, 900 Park
Avenue, New York 21, N. Y.—
Paper—25c.

Chartceraft Method of Point and
Figure Trading — William-Fred-
erick Press, 313 West 35th Street,
New York 1, N. Y.

Guide for Retail Adverlising
and Selling, A—Association of
Better Business Bureaus, Inc.,
Chrysler Bu11dmg, New York 17
N. Y.—Paper—$1. 00. -

How to Stay Rich: The Story
of Democratic American Capital-
‘ism — Ernest L. - Klein — Fajyrar,
Straus and Company,'53 East 34th
Street, New YoLk 16 N Y.—Cloth
—$2.75. = - -

"Money and Organization—D'. C.
Reid—Macdonald & Evans, 8 John
Street, Bedford. Row, London,
W. C. 1, England-—Cloth—10s.

Our Irredeemable Currency
System — Walter E. Spahr — The
Gold Standard League, 1 Lloyd
Avenue, Latrobe, Pa.—Paper—3
copies (minimum order), $1.00;
(lower prices for quantity orders).

Transforming Public Utility

Regulation: A' Definite Adminis- .

trative .Program — John Bauer—
Harper & Brothers, 49 East 33rd
Street, New York 16, N.. Y.—

- Cloth—$5.00.

Reporis No Drain-
On Foreign Dollar
Reserves in 1949

Commerce Department estimates
foreign - countries as whole were -
able for first time since. war to
go through year- without having
to supplement aid received from

' United States.

Foreign countries increased

‘their gold and dollar balances by
about $440 million tarougn trans-

actions with the United States in
the last three months of 1949, olf-
setting the losses of $420 million
they had sustained earlier that

.year, the Office of Business Eco-

nomics, U, S. Department of Com-
merce reports

Because of .these:gains, .forelgn
countries were able—for the first
time since the war—to go tinrougn

upon their own reserves in order

to meet their obligations-in; this:

country.

The balance of mtematlonal‘

payments of the ‘United States for
the fourth quarter of 1949 thus

reflected a considerable improve-
ment in the financial "position of
foreign - countries.” The improve-
ment in the foreign reserve posi-

tion resulted, however, from a re-

duction - of = foreign - purchases
rather than {from an. increase in
foreign sales in this country. . .

United States .exports of goods
and services deelined.from an an-
nual rate of $17.3 billion-in'the
first half of 1949 to $14.5 billion
in. the second half. of . that ' year.

(1313) 9

The decline. took: place entirely in
our exports and other transfers of
.n ercband se.: Total U, S. sales of
services—including transportation
.and income on United States in-
vestments abroad—were - approxi-
mately the same as in 1948,
About half of the decline in
merchandise transfers can be ac-
counted for by the reduction in
government aid disbursements,
However, the remainder of the

-export decline made possible the:

change from a reduction of for-
eign reserves at an annual rate
of $600 million during the first
half of the year to an increase at

.the rate of $700 million during the

second 1 alf.

United States purchases of for-
eign goods and services did not
chenge from the third to the
fourth quarter of last year. The

.increase in merchandise imports

was offset largely by the seasonal
decline 1n exvenditures by United

States travelers in foreign coun-

.tries including their payments for
a whole year without having to.
supplement the aid received from -
‘the United States by drawing

overseas transportation,

L] | ]

“Big Business—
Gocd or Bad?”’

o v
A symposium on the question,
“Big Business — Good or Bad?”
will be held on TV Station WPIX,
New York City, Thursday, March
30, from 7:30-8:00 p.m. The par-
ticipants will be Robert'S. Byfield,
investment banker and economist;
Wilma Soss, President, Federation
of Women’'s Shareholders; Alex-
ander Lipsett, labor expert and
educator; and Jack Altman, Vice-
President, retail and department

.store. division,- CIO. The show is

‘directed by Gilbert Busch -~ of
Albert Frank-Guenther Law..

- Marck 28, rgso.

Kidder, Peabody & Co.
-.Eastman, Dillon & Co.

- - Paine, Webber, Jackson & Curtis - H. M. Byllesby and Company Central Republic Company
Laul;ence M. Marks & Co.

- Lee Higginson Corporatlon
“W.C. Langley & Co.

This announcement appears as a matter of record only. and is under no circumstances o be con rlrtwd as an o_ﬁermg of
these securiiies for sale, or asan offer to buy, or as a solicitation of an offer to buy, any of such

securities. The offering is:made only by the Prospectus..” ;. ...

2,000,000 Shares

Equltable Gas: COmpmf*’?’

(T

Common Stock
_7($8.50 Par Value):

" Price $24.25 per Share -

Copies of Ilzc Pro:peclus may be obtained in any. State in whickh This.
announcement is circulated from only such of the underwriters, including
the undersigned, as may legally offer these securities in such State.

Incorporated

Merrill Lynch, Pierce, Fenner & Beane . -
- A. G. Becker & Co..

(Incorporated)

Moore; Leonard & Lynch .
: Singer,' Deane & Scribner .
G H.A-Walker,&Co. 5 o

- White, Weld & Co.
Hemphill, Noyes Graham, Parsons & Co.

(Incorporated)

Stroud & Company

nrpomted

"' Blair, Rollins & Co.

Incorporated -

2.
1
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Outlook for Profits in 1950

By V. LEWIS BASSIE* .

Director, Bureau of Economic and Business Research
University of Illinois

Specialist in business analysis forecasts favorable profits for

business in 1950, ranging upward to 15% higher than in 1949.

Holds outlook also provides most favorable climate for security

markets, and predicts rise in stocks prices still has long way

to go, since postwar freeze on speculative psychology is coming

to an end. Looks for more normal relations between security
prices and earnings power.

The prospective rebound of
business activity from the coal-
strike lows reinforces the optim-
ism with which the spring months
have been
,viewed by
most business
analysts.
Doubtsarise

mainly as to
the latter part
of the year.
These doubts
gain emphasis
in the ‘minds
of many as
the stock
market ad-
vances toward
a test of the
resistance
level at the
. 1946 highs.
‘Therefore, for whatever they may
be worth, we present briefly the
following results of our own re-
view:

V. Lewis Bassie

General Business Conditions

There are both positive and
negative factors in the current
business picture, on balance point-
ing toward higher levels.

(1) Inventories were still being
liquidated at the end of 1949.
Since inventories are still below
normal, even allowing for the
long-term downtrend in their re-
lation to sales, it is likely that
liquidation will cease before the
end of 1950 and be replaced by a
limited rate of accumulation.

(2) Government expenditures
for goods and services, other than
foreign aid, are still definitely
pursuing an upward trend.

(3) The - foreign aid program
will begin to decline after mid-
1950, though the decline will be
partly offset by the increase in
military assistance for Western
Europe. However, net foreign
investment dropped to a new
postwar low in the fourth quarter
of 1949; and since net exports
were then considerably less than
the aid being granted, a higher
level of exports is to be expected.
. (4) The construction boom is
sparked by new highs in resi-
dential building. Various explana-
tions are offered to show why
this high rate of housing construc-
tion is only temporary; but none
of these seems as forceful as the
simple and direct explanation
that the country really needs the
houses which are being built.

(5) Business outlays for plant
and equipment have been declin-
ing, with the result that excess
rates of investment based on
backlogs have almost disappeared.
Hence, a normal response of cap-
ital expenditures to' generally
prosperous conditions would - call
for a slight increase rather than
any further decline in the latter
part of the year,

' (6) A more definitely negative
factor will be the reduction of
consumer purchases on credit,
which reached a very high rate
at the end of 1949, supported by
peak automobile sales. However,
a moderate decline in sales will
not greatly affect the auto indus-
try and-will allow some reversal
of the 1949 shift in consumer
expenditures from nondurable to
durable goods lines.

~Summing up thus far, the net
effect by the end of 1950 should

*Reprinted from the Illinois Business
Review,-published by the Bureau of Eco-
womic and Business Research of the Uni-
versity of Illinois.
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may occur in particular commodi-
ties, like automobiles, which are
affected by special situations,
Since margins are generally
satisfactory at the present time,
and both capacity and labor sup-
ply are adequate to fill orders,
any further price changes seem
likely to be moderate, leaving the
general- price level relatively
stable, - i
Inventories—Price movements
were responsible for the wide
fluctuations of reported profits
during the last two years. Changes
in both sales receipts and inven-
. tory revaluation adjustments were
be upward. To this must be added 1,rpely the result of the price re-
a coordinate inclrlease‘m contspmp& versal, .
tion, which will gain continued "y, 4,0 gocline in prices at which
support from the increase in popu- inve;tor?ees are va?ued comes to
lation. Consider, also, the te’mpo- an end. reported ‘profits before
rary factors, like veterans' re- income taxes would automatically

funds and making up deficiencies S e s
. . f i p $2.6 billion" (the amount
of the gheikes, whose Eimulating ‘of the downward adjustment in

effects will soon disappear. i jg,9)" o simost 10%. In addi-
::l-zet‘izip(;fte:{heonup(maﬁi rmg;’g&%nst, tion, 'risir!g volurped'anfl dpr%du%-
these factors may act primarily to 22‘;‘{2’ rvghz:cshd r?; éri ;c?nepr:s;e‘::t,
bring activity up more quickly, o014 51c5 tend to. increase prof-
with a leveling thereafter, rather its." Hence, reported mnet profit
than any definite decline, In may, on a rough estimate, be

other words, we seem now to be v . hisher in 1950
moving toward a higher plateau'fggle?gl?g‘lg_ke 15% higher in

which should continue into the The: sonbiaston o oonkingsd

iEstiBlgior. Lt prosperity, stable prices, and ris-
Other Factors Affecting Profits ing profits provides the ‘most

Productivity — The economic favorable - outlook * for bus'mg:ss.
problem of 1950 seems likely to Although synthetic pessimism
be the creeping increase in un- concerning the last hal_f of 1'950
employment. Lack of jobs for 4.5 has been given wide circulation,
million workers is just too-much and should make for continued
to ignore, especially as the pros- business caution, ;he situation will
pective expansion of activity is be such as to give business the
not sufficient to keep up with the confidence to move forward.
growth in the labor force. This outlook also provides the

Manufacturing employment most favorable climate for 'the
moved down steadily in 1949, re- security markets. Stock _brices
leasing more than a million work- still have a long way to rise be-
ers. Only part of the decline can fore normal relations with earn-
be explained by reduced rates of ings and bond yields are re-
production, as man-hours were established; and the action of the
cut about twice as fast as output. market during the last six months
The number of production work- suggests that the postwar freeze
ers in manufacturing was down on speculative psychology is end-
almost 10% from December, 1948, ing. There now seems nothing
to December, 1949, and there was but the possibility” of increased

_in .addition a slight decline in international tensiop to block the

average hours of work per week. advance. '
In contrast, the Federal Reserve 1p summary, our view of the
index of manufacturing produc- situation is: Prosperity will pre-
tion declined only 5% %. vail for another year at least. The

As a result of thesg changes, -outlook for profits is good; and
there was an increase in produc- trends toward establishing a more
tion per man-hour of about 5%. normal relation between security
This increase in productivity was prices and earning power should
the result of a concerted.campaign continue,

bydmantagementt_ to ‘Cl}-t tel;:ncpensefc
and put operations o e mos )
Wood Heads Dept.
L]
0f Blair, Rollins

efficient basis possible. Results
were much the same in durable
and nondurable goods industries.

Ralph' W. Wood of San Fran-

cisco has been appointed Manager

of the. newly created Business

In the former, there was a mod-
erate decline in output and a

Extension Department of Blair,
Rollins & Co., Inc., it was an-

larger decline in man-hours of

employment; in the latter, higher
nounced by Warren H. Snow,
President. He will make his head-

production was obtained.with a
smaller working force. Continua-

quarters in the New York office,
‘44 Wall Street.

tion of this trend of productivity -
through 1950 will tend to increase -
profits in industries where sales

Mr., Wood has been identified

with the investment business on

the Pacific Coast for 25 years.

and prices are firm, and to main-
tain them where declines are ex-

From 1932 through 1942 he was
with the investment subsidiaries

perienced,
Prices—Profits were helped to’
of Transamerica Corporation. Af-
ter serving three years in the

some extent in 1949 by more rapid
declines in . prices of materials
than in those of finished products.
Prices of farm products fell more
;han 10% during 1949, and some
urther declines> are .expected.
Prices of other raw materials and tenant Commander hebent.ered the
semi-manufactured . articles also 1nPort and export business in
showed considerable declines, San Francisco. 3 .
though not as large. A However,. Mr. Wood will devote a major
recen®firming tendencies in these part of his time in his new asso-
prices .suggest that any.further. ciation to contacting dealers in
weakening in the price structure the East and Middle West.

is likely to be limited.
E. W. Ackley, Admits

The stability of -prices other
than farm products .and foods . . ;
during the last six months reveals BOSTON, MASS.—Edward W.
no tendency to reduce prices at Ackley has admitted E. Holley
the expense of margins. Little Poe to partnership in the firm of
inclination to lower margins was Edward W. Ackley & Co., 30 State
displayed by business, even in the Street.

scare of the 194!:h recession; and .
more recently, there has been 1 .

some tendency to improve mar- J.F. Lems’ J',." Opens
gins by raising prices—exempli- ~PHILADELPHIA, PA.—Joseph
fied by the increases in'steel and F. Lewis, Jr., is engaging in a se-

tire prices at the end of the year. curities business from offices at-

On the other hand, some declines 505 Brinton Street.

L@
*

Navy, with a final rank of Lieu-

Thursday, March 30,1950

Fall in the Price of Gold

By PAUL EINZIG

Noting recent and substantial decline in the price of gold on

free markets, Dr. Einzig ascribes it to better currency situa-

tion in Europe due to Marshall Plan aid. Holds, though decline

in gold price is favorable, there is no reason to expect it to

fall to official value of dollar, and looks for another rise- in
gold premiums after 1952,

LONDON, ENG.: One of the
effects of the war “and its after-
maths was the development of a
wide premium in the price of gold
in free mar-
kets. While
t h e official
American
priceremained
unaltered at
$35 per ounce,
the free price
in the Middle
East and the
Far East rose
to well over
$50 per ounce.
This was part-
ly the result
of the strong
hoarding
demand in
countries where ‘the population
distrusted the stability of the na--
tional currency. To some extent,
however, the premium was the
result of the widespread feeling
that gold was really worth more
than its prewar price. Jewelry
and other objects made of gold
rose to a much higher degree than
was justified by the appreciation
of the dollar in terms of the na-
tional currencies concerned and
by the rise in the cost of manu-
facture of these objects. Buyers
were prepared to pay high prices
for objects of gold, because they
felt the official American
price was artificial.

As a result of the hoarding-and
industrial demand, and the high
price gold commanded for hoard-
ing and industrial purposes, much
of the new gold output found its
way to the free markets where
it satisfied the non-monetary de-
mand. This meant thai less gold
was available for export to the
United States. This factor con-
tributed to some extent to the
scarcity of dollars. Even though
the International Monetary Fund
did its utmost to prevent the di-
version of newly produced gold
for non-monetary uses by object-
ing to the sale of gold at a pre-
mium, this rule could not be en-
forced effectively so long as the
premium remained very wide and
the temptation to sell gold in the
free markets remained strong.

In recent months there was a
sharp fall in the free market price
of gold. Recently the premium on
the official American price de-
clined to about 10%, though it
rose somewhat towards the middle
of March. The fall of the price
of gold in the Paris' market at-
tracted much attention because
there is more information avail-
able about that market than about
the Eastern markets. It puzzled
French and foreign observers con-
siderably because it was not jus-
tified by any improvement in con-
ditions in_ France. Industrial and
political conditions in that coun-
try remained unsettled, and her
dollar gap was no nearer solution
than the British dollar gap. Evi-
dently the fall in gold was not due
to any local conditions.

There is reason to believe that
the disappearance of Chinese de-
mand for gold played a.leading
part in the world-wide falling
trend. It was the result of the
establishment of a Communist
regime, under which there ap-
pears to be little scope for private
hoarding demand to continue.
Simultaneously with this decline

Dr. Paul Einzig

"in demand, there appeared to be

an increase of the supply of gold
in the free market; dueé.to the
circumvention of the ban imposed

by the International Monetary
Fund on-the marketing of gold

;. fall.

prewar.

at a premium. There may also
have been some Russian selling,
but there is no concrete evidence
of this. Once  the downward
movement started, it gathered
momentum through wholesale de-~
hoarding in France and elsewhere
by holders who expected a further

The decline of the premium is
distinctly .a favorable symptom,
and its complete disappearance
would go some way towards as-
sisting in progress towards bal-
ancing the dollar gap of’ gold-
producing and gold-hoarding
countries, in so far as the newly
produced and dehoarded gold
will be available for export to
the United States. The psycholog=
ical effect of a disappearance of
the premium would also be reas-
suring.

Unfortunately there is no reason
to expect that the premium on
gold will disappear in the near
future. It is likely to remain for
some time to come, and the
chances are that it will widen
again. It is true, from an economic
point of view there would be
some justification for its contrac-
tion. After all, considerable prog-
ress has been made towards con-
solidation of post-war economies
all over the world. Industrial and
agricultural production has’ in-
creased, and the depleted stocks
have been reconstructed to a con-
siderable extent. There is less
danger of a currency chaos than
there was a year or two ago. Most
countries have succeeded in ar-
resting the non-stop depreciation
of their currencies, even though
the situation and prospects are
still far from ideal from this point
of view. The scarcity of dollars
has been reduced by Marshall
Aid and by a decline of American
exports. ’ é

Nevertheless, the state of un-
certainty which in the past was
mainly responsible for hoarding
demand for gold continues to pre-
vail. In the East in particular the
events in China foreshadow a
great deal of trouble and anxiety.
The possibility of Communist in-
vasion or infiltration is likely to
induce the inhabitants—or at any
rate those of them who possess
means—to hoard gold: Nor is the
political horizon in Europe very
reassuring. French hoarders, once
they have recovered from the
shock caused by the unexpected
fall in the price of gold, are sure
to resume their traditional role.

Throughout modern history, the
secular trend of the price of gold
has been in an upward direction.
Although there  were many set-
backs, some of them substantial,
in the long-run a rising - trend
prevailed. There is no reason for
supposing that it would be other=
wise on the present occasion.
After 10 years of incessant hoard-
ing demand the technical position
was ripe for a setback. But once
the " technical position has cor-
rected itself through the liquida-
tion of excessive hoards, it seems
probable that the rising trend will
reappear once more. The only
possibility for a complete and
lasting disappearance of the pre-
mium on gold lies in a consolida=
tion of the international political
situation. Unfortunately there is
very little reason for hoping that .
this could be achieved. Moreover,
there is also’ much uneasiness
about a relapse into currency dif-
ficulties after the termination of -
Marshall Aid in 1952: It would be -
unduly o'ptim%stic, therefore, to
consider ‘the slump in gold as
more than a temporary- phe-*
nomenon.
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~ Outlook for International Trade

By THOMAS R. WILSON*

Chief Areas Division, Office of International Trade,
U. S. Department of Commerce

S. Department of Commerce,

ascribing imbalance in U. S. international trade to heavy for-
eign demand for our goods due to war’s devastation, upholds
policy of Marshall Plan aid and warns if this is cut off too
abruptly it may cause economic disaster. Notes declining gap
between U. S. exports and imports and looks for its continu-
ance during year, bringing import gap to $3-billions, lowest
s’nce war. Sees no need of maintaining U. S. exports at current

high level, and advocates encouraging greater imports. -

This nation can take justifiable -

pride in the contribution we have
made during the relatively brief
period since the end of the war

in helping to-

effect a re-
markable rate
of economic
recovery in
mostofthe

and in re-
‘building the
international
trade network.

tion has taken
place in West-
ern Europe
more rapidly

Thomas R. Wilson
World War I

desplte the greater magnitude of-

destruction and production is well

above 1938 levels. The volume of.
- trade between all nations now
- exceeds prewar rates by a.con-
: ‘siderable ‘margin,

even though
Germany and Japan, -third and
fifth ranking trade countries be-

- fore the war, are still far from
- their

previous relative impor-
tance.

But most Americans are not

_concerned with recounting .step

by step, the role that we have

" played in helping to make these
_ gains posmble. Rather, are we in-
.terested in appraising the strength

of the foundation that has been

" built and the character of the out-

look both for ourselves and the
other democracies. We appreciate
that if the international trade
structure is sound and strong, it
can be a vital basis of sound and
strong economic and political re-
lations. With this in mind, I want

to talk briefly about some of the.
" highlights in world and United

States trade developments since

- the end of the war, to say a few
- words about the trade outlook as

we see it for the year ahead and

‘ to consider briefly a few of the
implications of the ‘current pic-.
- ture.

. There is no need to dwell here

_on the effect of the war on the.

trade of nations. We, of course.

* were the arsenal for the democra-
" cies and continued throughout the

war to ship a constantly: increas-

.ing supply of goods both to the

fronts in the East and the West,
and to the people behind those
fronts.

exports rose 10 $4 billion in 1940,

- by 1942 were over $8 billion and .
: in 1944 reached the war time peak .
. of $14.4 billion,

4 While our im-
ports rose somewhat over this
period, their increase was com-

: paratwely moderate. The mount-.

ing  difference between exports

and imports was financed as we.

well -know largely -by our Lend-

Lease program. You will' recall.
that. through the Lend-Lease pro-.
- gram, nearly $50 billion in- goods

were made available to our Al-
lies.

Wilson before
the Export Managers Club of New York,
New York City, March 21, 1950

pitized for FRASER
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war torn areas .

Reconstrue--

than after-

From a value averaging.
- about $3 billion in the years im-.
mediately preceding the war, our-

It was these funds which*
“ made possible an export surplus
. in_ 1944 of $10.5° billion, the all
“time trade gap high. . With - the
termination of the war, our ex-.
ports fell to.$10.5. bll].lon in 1945,
and to $10.2 billion.in 1946. This,
was still .over twice the. volume:.
.of or prewar exports after full.

: L *An address by Mr..

allowance for the price rises
which had taken place.

The Postwar Foreign Trade
Problem

The trade picture at the close of -

the war was very different, in-

.deed, for much of the rest of the

world. There is no need to dwell
at any length on the devastating
effect of the war on the exchange
of goods beiween nations which
were the theaters of hostilities.
Leaving the United States out. of

‘the picture, the volume of world

exports in -the first full postwar
year, 1946, was about 25% below
prewar levels. This might per-
haps not seem like a decline of

overwhelming magnitude, but- it S orrespoidingly or' cah they: be

presented exceedingly acute prob-
lems, The main difficulty which
existed then, and. which has been
intensified in each
postwar year, was that virtually
all countries of the world had to -
turn to the United States as their ;
main source of supply of many
foods and essential manufactured
goods without being able to send

sufficient goods in return to make ;

full payment. As the main supply
source, the United States found
itself responsible for one-third of
world exports in 1947, in con-
trast to only 14% in 1938. This
highly one-sided or unbalanced
trade obviously introduced .an
acute balance of payments prob-
lem. To buy our goods, most na=
tions were forced to draw heav-
ily on their gold and short term
dollar reserves. Many reduced

their assets even beyond the dan- .,

ger mark from the point of view
of sound monetary considerations.
Together, foreign nations liqui-
dated in the four and one half
post war years over $5 billion of
their holdings exclusive of their
sales of newly mined gold. Be-
tween the war’s end and  the
start of the Recovery Program,
ERP countries had lost over 30%

of their monetary reserves.'This

is a measure of the urgency of
their needs.

The acute dollar shortage has
been the dominating problem in
the post war trade picture. There
has been a continuing need for
unprecedented amounts of Amer-
ican goods for relief, reconstruc-

.tion and economic development

and almost no countries have had

-a sufficient supply of goods and

services to trade in exchange, or
adequate: gold and - dollar

trade deficit.

We have given full recognition
to this problem in the financial
aid we have made available. Our
grants and credits since the end
of the war have totaled more than
$23 billion. This has made pos-
sible a continued outflow of our
exports far in excess of our im-

ports. .During the four years, 1946 -

through 1949 our exports ex-
ceeded our merchandise imports
by more than $25 billion and. by
about $32 billion if services as
well as_goods are included.

~We ‘know how much ' this aid -

has meant abroad as well as to

ourselves. Overseas, it has helped -

to’ make possible the rapid re-

construction of plants, the revival - -

of farm production, the rebuilding

of "homes -and ‘community. facil- -
‘Today .in ‘Western Europe, "

ities.
industrial - production’ is ' running
currently. at somewhat over 20%

:above .prewar levels. This is a -

signal achievement. It has meant

succeeding -

re- -
sources with which to cover the

the strengthening of democratic
‘institutions. It has meant that the
values we went to war to defend
-have been strongly reinforced. It
means hope for the future both
in political as well as economic
terms,

_The aid we have given, we have
given unhesitatingly, - motivated
not only by humanitarian con-
cern but out of full awareness of
our own political and economic
stake in the great gams which
have been made.

What of the Future!

But aid at the rate of three,
four or five billion dollars a year
cannot go on indefinitely. This
year, ‘the Administration has rec-
ommended a substantial reduction
in our foreign financial assistance
below last years level with the
expectation that our help must
rapidly taper off,

What is this going to mean to
the trade p1cture'7 Has there been
any real sign of world trade re-
covery not only in terms of a
higher volume of goods, but in
terms .of the achievement of a
‘better balance? Are there signs
that .with this marked improve-
ment in the return of production

‘abroad, a larger volume of goods
. will be available to move in world

trade channels? What will this

‘mean for us? As our financial aid

declines, must our exports drop

sustained? Will we face serious

.competition in third markets as

urcpe’s capacity .to export at
comparable. prices is' restored,.or
can world markets expand suf-
ficiently .to absorb an increased
flow of goods not only from Eu-
rope, but from the United States
as well?’

Let ‘us look briefly at recent
world trade figures and consider
the. trends which seem to be
emerging and . what light they
throw on some of these questions.

I have said that in. 1946 the

-volume of world exports exclud-

ing our own was about 25% below
1938 levels. :And by volume, I
mean the value of exports in
terms of prewar dollars,—that is
value corrected for price rises.

1947 saw slight improvement in
these shipments, but in 1948 a
marked change for the better
took place. World exports ex-
cluding United States exports
were then only about 7% below
prewar. ‘- Last* year further gains
took place and while full figures
are not yet available, our pre-
liminary estimates indicate that
trade volume was running about
5% above prewar, With our own
exports added to those of the rest
of the world, we conclude that
the volume of world trade ran
nearly 20% higher last year than
in 1938.

While these figures are encour-
aging in indicating rapid and
marked improvement, one must
not be ‘misled into thinking that
the network of international trade
is in as relatively a sound posi-
tionas before the war. The major
difference between the present
and the prewar situation is the
continuing existence of purchases
from the United States over and
above what is being sold here. It
is this fact that gives the world
trade situation its relatively un-
stable and unbalanced character
despite the ' apparent ' return to
prewar levels. In other words, our
trade gap. ‘can only exist because
our foreign financial assistance
covers the difference between ex-
ports and imports, Our aid con-
tinues to sustain our:export level.
If this aid was suddenly to- be
withdrawn, not only would our
exports drop-by $3 billion or $4
billion, if not more, the whole
structure "of world ‘trade would
suffer a far-reaching and funda-
mental blow. In other words, we
must look not only at total world
trade figures, but at United States
trade figures simultaneously. Is
this excess of our exports over
imports shrinking? Has there
been any recent sign of improve-
ment? Can the-gap be expected
to close by the time our aid tapers
off? - For if this were to be so,
the elimination of our financial
assistance by 1952 -or ’53 would
not be a major blow to world
trade, and it might be. possible to
achieve continuing world trade

progress on a self-sustaining basis .
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after our aid terminates, in which
gain all nations might share. .

Review of U. S. lnternatiqnal
Trade

With these questions in mind,
let us review our own trade de-
velopments very briefly over the
past several years.

I have already pointed out that
by 1946 our exports had dropped
from their 1944 peak to $10.2 bil-
lion. With imports in 1946; $4.8
billion, the trade gap was $5.3
billion. The {ollowing <year, the
export surplus shot up to its post
war peak of $9.6 billion with ex-~
ports at $15.3 billion and 1mports
at $5.7 billion. Consxderable im-
provement occurred in 1948 when
the gap fell to $5.5 billion, . but
there was little apparent change
in 1949 when the export surplus
was $5.4 billion. I say apparent
change because, while the figure
for the year remained little dif-
ferent from the total for the year
previous, there was an important
real change emerging over the
year as a whole not revealed by
the annual total.

Likening the trade gap problem
to a disease, I think we can say.
that the trade crisis was reached
in the second quarter of last year,
and the patient has been .on the
mend since that time. I mlght
add that the prospects for con-
tinuing recovery, and at an accel—

erating rate, look' promismg

What I mean to say is that the
trade picture changed drastically
over the year. Exports were run-=
ning at annual rate of $13.5 billion.
at their high point in the second
quarter of the year, reflecting an’
acceleration of deliveries under
the ECA program. This was con-
siderably higher . than the rate
reached in the year before. In
that quarter, imports contracted
sharply in response to domestic
recession and in part on the ex-
pectatxon of devaluation and lower
prices. In consequence, the ex-
port surplus shot up to $7 billionx
at an annual rate which was very
high indeed. The resulting dollar
drain was a major feature.con-
tributing toward the devaluation

Continued on page 39
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Bankers’ Growing Responsibilities

THE COMMERCIAL & FINANCIAL CHRONICLE

In Instalment Credit

By F. RAYMOND PETERSON*
President, American Bankers Association
Chairman of th2 Bcard, First Nat'l Bank & Trust Co., Paterson, N. J.

Association head observes consumer credit lending as a whole

has grown to be very big basiness, and 409 of instalment

loans are now extended by barnks. They amount to $4/ billion,

six out of seven banks participating therein. Urges country’s

bankers to shoulder their responsibility to preserve sound pol-
d icy here as in other credit fields.

Consumer instalment lending is
coming to play a more and more
important role in banking. What
affects banking also affects in-
stalment lend-
ing.

- Instalment
loans individ-
ually are
small loans,
in comparison - |
with other
types of bank

- credit. Con-
sumer credit °
lending as a.
whole, * how- '
ever, distinct-
1y is not small -
business.’
There is now
a total of
more than $18
billion of consumer credit out-
standing. Of this total, of course,
more than $7 billion consists of
department store charge accounts,
service credits, utilities bills, and
similar forms of consumer credit.
They are not consumer instalment
loans. Consumer instalment loans
now amount to approximately $11
billion; and of this total, more
than $4!% billion or 40% are in-
stalment loans by the banks.

Well over 12,000 banks—six out
of every seven banks in the coun-
try—now make consumer instal-
ment loans. They finance home
appliances; automobiles; home re-
pairs and improvements; and
consumer borrowing for medical,
education, . and . similar . personal
purposes. The nature of these
loans emphasizes: the - growing
responsibility placed-on the com-
mercial banks that engage in this
type of lending. The. banks are

‘ carrying a great social as well ‘as
economic responsibility - ‘because
most of these loans-have a per-
sonal or family-purpose nature. -
‘. So we as-bankers have a.dis-
tinct obligation on our part not
only to supply the 'American
people with the instalment credit
they need, but also to supply this

F.Raymond Peterson

eredit wisely, in volume and on .

terms that are socially and finan-
cially sound for the economy as a

whole, as well as for the bor-.

. rowers and lenders.

* .7 -The tremendous economic sig-
nificance of consumer credit has
come to be more fully recognized
in recent years. To the extent that
new loans exceed the repayments
and outstandings are increased, it
adds to the nation’s cumulative
purchasing power. It creates
broader markets for the products
of industry and contributes to
widespread distribution of these
products. It thus helps to sustain
employment and business activity.
It makes mass distribution possi-
ble on a scale demanded by the
American standard of living. This,
of course, is an indispensable, if
we are to enjoy the advantages
and economy of mass production.

.. By {fulfilling its responsibility
to provide adequate instalment
credit, on ' appropriate terms,
banking can increase its services
to the public, and enhance its
present position in the instalment
eredit field. This calls for the ex-
ercise of initiative and farsighted

{ *From an address by Mt. Peterson be-

. ~sponsored ' _ Y, Aee-otae
:" e s fuod‘ation,‘ Chicage, 11, March
b7, 950; “escires He Sy Ikt

the National lmta'mu’u‘t. Credit: Con--

- -includes over $12 billion.of:

care in extending these loans and
fixing their terms.

I should like to turn now to a
very broad influence on the field
of credit as a whole, in which
you are playing an increasm_gly
important part. The main function
and the main reason for the exist-
ence of the banks is the adminis-

- tration of credit, whether it is
- - business, agriculture, mortgage, or

consumer credit. The banks are
chartered by the states. and the

- Federal -government to accept de-

- posits,. and to assume . financial
risks for the business, industries,

- and individuals in the communi- -

ties. where they -operate. They
assume these risks by providing
credit. This is the traditional,
present and future economic justi~
fication for banking.

Credit Nationalization

In recent years, however, an
ever increasing trend toward the
nationalization of credit has de-
veloped. From a very modest be-
ginning in the 1920’s and early
30s, direct lending by the govern-
ment to private borrowers, and
government guaranty of loans
made by private lenders have ex-
panded enormously. Today, the
loans, loan guaranties, and com-
mitments of more than 20 govern-
ment lending and credit agencies
exceed $26 billion.

The total amount of loans out-
standing on the books of the
14,000 commercial banks' through-
out the nation is $42 billion,
Government loans, loan guaran-
‘ties, and ‘credit commitments now
exceed more than half of this
total of loans extended by the
commercial bank s, Operating
through its various loan and loan
guaranty agencies, the Govern-
ment of the United States is today
the ‘world’s largest banker and
guarantor of credit. Its lending
agencies reach out into every field
of ‘credit. They make business
loans and loans to farmers, to
state and municipal governments,
to.home ‘owners, to railroads, and
to .others who normally should
look to the banks as their source
of credit rather than the govern-
ment.

Under abnormal conditions, in
times of great economic stress, in
war or other national emer-
gencies, the government’s credit-
granting and loan guaranty func-
tions may be appropriate and
justifiable. We approve of gov-
ernment lending and loan guar-
anties in national emergencies
such as the Great Depression of
the '30s and during the war. -But
since 1945, there have been no
grave national emergencies that
could conceivably justify the great
growth in government loans and
loan guaranties that has been
brought about in the name of the
welfare state. The = $26-billion
total of government loans and
guaranties outstanding today does
not include any loans to foreign
governments. It includes only
103[‘15 and guaranties for domestic
business and industry, transporta-
tion, home owners, and farmers.

During the past two years, these
government loans and guaranties
have been increased by more than
33%%. Of the total outstanding,

‘more than $9 billion are direct:

loans_ to. borrowers, ‘and -another
$2 billion". are .commitments .to

~make these direct loans--The-total - defense - a-gainst--Communism -
loan . abroad - and . the..centralization .of

guaranties and insurance and
about $3 billion of commitments
for guaranty and insurance. Ag-
ricultural loans and gua.anties
exceed $4 billion. The bzlance of
more than $7 billion represents
loans and credit guaranties for
business and indusiry, railroads,
and other borrowers.

The year-by-year growth of
this government-.ponsored credit
since the-war ended is astounding.
Last year alone, in.reases exceea-
ing $5 billion in th2 loan ana loan
guaranty limits of all government
credit agencies were authorized.
The Reconstruction Finance Cor-
poration was granted another $1
billion to buy mortgages through
the Federal National Mortgage
Association. The Federal Housing
Authority was authorized to in-
crease its loan insurance by more
than $1 billion. 'The Public Hous-
ing Authority was granted an ad-
ditional $2 billion ‘in its loan
guaranteeing authority. The
Rural  Electrification Administra-
tion was authorized to increase its
loans by more.than $225 million.
There are the increases that gov-
ernment credit agencies demarded
and received "“during.'the . First
Session of the 81st Congress. .

Multitudinous: Demands * ° .-
Now that the Second’ Session’ of
Congress is in progiess, ‘our leg-
islators are ‘faced with. a multi-
tude of demands from government
credit agencies for more legisla-
tion enabling them to make more
government loans and guaranties.
One proposal would permit the
RFC to participate up to 90% in
small business loans by the banks,
and allow it to make loans with
maturities far longer than the
present legal maturity of 10 years.
Another proposal would author-
ize a creation within the Federal
Reserve System of 36 investment
corporations to provide credit for
business and industry. It would
permit the 36 corporations to in-
sure up to 95% of any business

loans not exceeding $10,000, with -

a maximum maturity of five
years. These corporations would
also be authorized to make direct
loans to business borrowers.

Another proposal would create
an entirely new ‘business loan

guaranty agency within the gov- s, i4ividual citizens to choose

‘the bank  with which they want"
to do business. This freedom does:
-not exist under-a statist govern-
.ment.. Second, we believe that-
-chartered ' banking- assures the-
public that it will receive credit
that is granted on the merits of .

ernment, It would be authorized
to insure up'to $5 billion of busi-
ness loans. Another would create
a Veterans Economic - Develop-
ment Corporation to make loans
to.business up to a total amount
of $5 billion.
Credit Corporation has asked for
authority to increase its borrow-

ing and lending power by another -

$2 billion. e ;

It is impossible to estimate’ ac-
curately the total amount of gov-
ernment-sponsored loan expan-
sion _that could come from: all
these bills.' Probably, it approx-
imates $20 billion. But one bill
which I have not yet mentioned,
the Full Employment Bill, which
has long been dormant although
it stilliis a possibility, could pro-
vide up to $45 billion of govern-
ment-sponsored and guaranteed
credit.

The Bill to the Taxpayer

Let me emphasize that when we
speak of government credit, we
really mean credit that is pro-
vided at the expense of the tax-
payers. The real meaning of this
government lending activity goes
far deeper than this fact alone,
and we oppose much of this lend-
ing as economically unsound, but
it is also nationalization of credit
that paves the way for a social-
ized nation. I utter the charge of

socialist at no one who favors any .

of this legislation. I do s2y, how-
ever, that we are treading, per-
haps unwittingly, on dangerous
social and economic ground if the
administration - of credit is cen-
tralized in the bands of the Fed-
eral Government. ' b

Strangely enough, this country

The Commodity -

.interest.

power and destruction of individ-
ual freedom that it carries with it.
Yet here at home, we are foster-
ing the growth of Socialist philos-
ophy and practices through our
trend toward centralization of
credit in the hands of the govern-
ment. Karl Marx’s disciple, Lenin,
pointed out that one short-cut to
Socizalism is this very centraliza-
tion of credit in the hands of the
state. “First seize the police and
the army, and then control the
administration, and granting of
credit, and you will control almost
everything.” This was the philos-
ophy and teaching of Lenin.

I am aware that the banking in-
dustry is often criticized as con-
servative. It has also been said
that we are “opposed to every-
thing.” But I want to point out
that this country’s economic ex-

pansion throughout its history has-
‘been due in large measure to the
progressive, productive," and cre--
-ative credit policies of - banking..
By assuming -economic risks;, we:
-have pledged both our capital and.
-our faith in'this.country- and -its-
-economic. development,
-derwrite risks that are sound uses.
t ‘for the' funds of our depositors..

“This necessarily- means that” we-
“1eject risks in which loss appears.
‘probable; -We are -far from being

We un-

opposed to economic gains or. so-

<cial -progress.‘or @n expanding:
‘economy, For more than a cen-
‘tury, we have underwritten and.

guaranteed this progress and ex-
pansion. - ‘

I am aware that some may say
we oppose government lending

because we fear competition from"

government credit agencies, We
believe in competition. The bank-
ing industry today is one of the
most competitive industries in the
country. What we do not believe
in is the extinction of credit ad-
ministration by the more than
14,000 highly competitive banks,
operating in their own commu-
nities under charters granted

them by the Federal and State-

governments.

We do not criticize for the sake
of criticizing. We believe that

the system of chartered banking
.guarantees certain economic
-rights for the American people.

Among ‘these rights are freedom

the borrowers, and is not depend-

‘ent upon political considerations.
Third, chartered banking guaran--
-tees people their right of privacy

in their financial need and trans-
actions. Government loans must

-necessarily be exposed to public
If they are not, then:
.government no longer serves the
public. Fourth, chartered banking -

guarantees individual citizens
their opportunity for personal fi-
nancial success. Under chartered

.banking, ths right cannot be de-
nied them by the whims or direc-:

tives of ' government adminis-
trators, Finally, we believe that
chartered banking focuses the
life-giving functions of credit on
local communities,
welfare and growth the best in-

upon whose"
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kept flexible. An established
policy of easy credit terms as
standard credit terms disturbs
this flexibility.

Instalment credit terms that
are too easy in times of prosper-
ity tend to provide an unnecessary
stimulant to business activity.
Eventual repayment of these
“easy” loans is a depressant when
business activity is declining.
Consumer credit lenders can make
a real contribution toward main-
taining sound credit terms by
taking the lead in adopting sound
credit policies, The banks, as spe-
cialists in the extension of this
credit, have a responsibility to
take the lead in encouraging
sound lending policies among ail
lenders, just as they have a re-
sponsibility to encourage sound
credit practices on the part of the
government. Our success in ful-
filling these responsibilities will
be the measure of our competence
and the guaranty of our future, as
administrators of credit. )

Y ,l ‘ 3 )

-Phila. Secs. Assm.

‘ [ Y SN | i

~ Appoints Gommitiees
- PHILADELPHIA, PA.—Newlin
“F.'Davis, Jr., of Kidder, Peabody
-& Co.; President of the Philadel-
phia Securities Association, has
announced the appointment of As-

sociation  Committees for 1950-5
as follows: '

Arrangements Committee: Rus-
sell M. Ergood, Jr., Stroud & Co.,
Inc., Chairman; Newton J. Aspden,
Aspden, Robinson & Co.; W. E. A.
Davidson, Insurance Company of
North America; Llewellyn W.
Fisher, Sheridan Bogan Paul &
Co., Inc.; Lewis P, Jacoby, Jr.,
Thayer, Baker & Co.; Thomas J.
McCann, Gerstley, Sunstein & Co.;
James J. Mickley, Corn Exchange
National Bank & Trust Co.; Wil-
liam B. Morgan, II, Stroud & Co.,
Inc.; Charles S. Nagel, Provident
Trust Co.; Robert F. Powell, Kid-
der, Peabody & Co.; C. D.
Schloesser, Jr., Halsey, Stuart &
Co. Inc.; Harry B. Snyder, Yarnall
& Co.;-Harold J. Williams, Boen-
ning & Co.; Howard York, IIIL,
Doremus & Co., Inc. :

Educational Committee: Melvin
T. Thomson, Kidder, Peabody &
Co.; Chairman; Robert J.- Camp-
bell, Jr., Stroud & Co., Inc.; Henry
Ecroyd, Jr., Provident Trust Co.;
James G. Long, Smith, Barney &
Co.; DeLong H. Monahan, Provi-

dentMutual Life Insurance Co.;
Osborne - R. -Roberts, Schmidt,
Poole & Co.

Membership Committee: Frank-
lin L. Ford, Jr., E. W, Clark &
Co., Chairman; James T. Gies,
Smith, Barney & Co.; George R.
Harrison, Laird, Bissell & Meeds;
William A. Lacock, E. W. Clark
& Co.; Alfred W. Platt, The Fidel-
ity Mutual Life Insurance Co.

Speakers Committee: Paul W.
Bodine, Drexel & Co., Chairman;
Frank H. Bailie, The Philadelphia
Savings Fund Society; Walter W.
Buckley, Walston, Hoffman &
Goodwin; Harold F. Carter, Horn-
blower & Weeks.

terests of the nation as a whole-

-depend. On the other hand, gov-
:ernment-sponsored credit is es-

sentially an impersonal, central-

.ized function which dispenses

credit broadly and. without regard

for community need and justifica--

tion for it.

‘The Responsibility on Consumer

Credit Lenders
The fundamental purpoze of

.credit in any form, in good or bad

times, is to help qualified individ-

‘uals and farmers acquire “goods
.andservices and thus -contribute’

.to the growth and ‘stability of:the
- national : economy.” You, as ‘con--
’sumer credit lenders, <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>